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EXTENSIVE CHANGES SOUGHT IN WTO FRAM EWORK TEXT

A week of tough negotiations, with no guarantee of success, lies ahead for World Trade
Organization (WTO) members attempting to agree before July 30 on a draft Framework
Agreement that is supposed to set the stage for the next year of Doha Round talks.  While most
members say they are willing to use the draft prepared by WTO General Council Chairman
Shotaro Oshima and WTO Director General Supachai Panitchpakdi as the basis for negotiations,
almost everyone wants some changes in the text (see WTTL, July 19, page 1).

The talks will culminate at a WTO General Council meeting July 27-29.  That
session in Geneva appears likely to be a mini-Ministerial, with many senior trade
officials, including U.S. Trade Representative (USTR) Robert Zoellick and
European Union (EU) Trade Commissioner Pascal Lamy, expected to attend.  For
Zoellick, Lamy and EU Agriculture Commissioner Franz Fischler, the meeting is
seen as their last chance to seal their legacy as having overcome the failure of the
Cancun Ministerial and moved the Doha Round toward completion in 2005.

The draft text is caught between the Scylia and Charybdis of negotiations.  If not enough
changes are made, some delegations may refuse to accept it.  If too many revisions are adopted,
the text could end up being so vague and imprecise that it will only serve as eyewash to save
the WTO from the embarrassment of another failed meeting.  At the start of talks July 19,
Supachai warned members not to make too many changes in the text, saying remaining concerns
could still be dealt with in the next year of negotiations.  “Let’s aim to minimize our dis-
appointments...and to wait post-July to live and fight another day,” he told the meeting.

As expected, the main concerns raised about the draft were over its agriculture annex.  The
focus of this discussion has been language that would allow developed countries to maintain
import restrictions on “sensitive” farm products and other sections that would exempt develop-
ing countries from having to open their markets for “special products.”  During meetings on the
draft, both developed and developing countries complained about the “imbalance” in how the
draft addresses the selection and treatment of products in these two categories.  

The draft would limit the selection of sensitive products to those already subject to import
quotas.  That restriction is either too broad or too narrow for countries depending on their
perspective.  Japan, for example, reportedly has only 20 farm products subject to import quotas,
while Norway reportedly has quotas on some 200.  For Japan, the limitation is too narrow, but
exporting countries claim Norway is allowed too many products.  For special products in
developing countries, the agriculture annex would leave the criteria for their selection to future
negotiations.  This open-ended language was considered too vague for some members.   Tim 
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Groser, New Zealand’s ambassador to the WTO, who heads the agriculture talks and drafted the
farm annex, said this imbalance was unintended and an effort would be made to change the
draft to elaborate more clearly on selection criteria for special and sensitive products.

Other imbalance complaints were aimed at the draft’s proposed restrictions on the
use of food aid and loans as export subsidies, treatment of “Blue Box” subsidies,
cuts in “Amber Box” subsidies, de minimis rules, and the maintenance of prefer-
ences for least developed countries.  The market access proposal for different
levels of duty cuts for different “tiers” of tariff lines also drew comments.  There
is concern there may be too many tiers and that the criteria for which products
will go in each tier is too vague.  The U.S. has continued to push to have to cuts
based on applied tariff rates and not bound rates as proposed in the draft.

A separate concern has been raised about the treatment of Singapore issues in the draft. The
text calls for talks only on trade facilitation, while declaring no work will be done in the WTO
toward negotiations on competition, investment or transparency in government procurement.  At
a program in Washington July 20, Nancy Boswell, managing director of Transparency Inter-
national, warned that this language could require the WTO to terminate a working group on
government procurement that was established in 1996 at the Singapore Ministerial.

[Editor’s Note: WTTL will be in Geneva July 26-30 to cover the WTO General
Council meeting.  Our Aug. 2, 2004, issue will be devoted entirely to a special
report on the outcome of this crucial meeting, which could determine the future
of the Doha Round. Because the talks might extend beyond our normal deadline,
next week’s issue may be delayed to report on the final outcome of the meeting.]

 

BIS WILL CREATE THREE LEVELS FOR COM PUTER TECHNOLOGY CONTROLS

The Bureau of Industry and Security (BIS) intends to create three bands of requirements for
liberalizing “deemed export” controls for computer technology, Assistant Secretary for Export
Administration Peter Lichtenbaum told the agency’s Systems Information Technical Advisory
Committee (SITAC) July 21.  The new rules, which he said are likely to be published later this
summer, will provide “significant increases in the threshold for requiring a license for computer
technology and microprocessor technology,” he promised (see WTTL, June 14, page 1).  The
coming regulation is part of a broader BIS review of “knowledge controls”.

Under the coming computer technology rules, BIS will allow certain levels of
technology to be provided to foreign nationals without any restrictions, establish
a License Exception for higher levels with a screening requirement, and retain
full licensing requirements for higher levels.  The new requirements will be
linked to the Country Tiers currently in place for computer equipment.

For Tier I countries, including members of NATO and close allies, there will continue to be
unlimited access to computer technology.  For Tier II countries, the licensing threshold will be
raised to 190,000 million theoretical operations per second (MTOPS) from 33,000 MTOPS. 
The provision of technology below 33,000 MTOPS will be exempt from restrictions.  Tech-
nology from 33,000 to 190,000 MTOPS will be covered by a license exception but will require
exporters to submit to BIS background information on the foreign nationals who will be given
access to the data.  BIS will conduct a one-time review of these individuals.  Technology above
190,000 MTOPS will require a license.

For foreign nationals from Tier III countries, the licensing threshold will be raised to 75,000
MTOPS from 28,000 MTOPS.  Below 28,000 MTOPS, no license or background review will be
required.  A license exception will be established for technology of 28,000 to 75,000 MTOPS
with the requirement for submission of background information on Tier III foreign nationals
and the one-time BIS review. Exporters will need a deemed export license to provide tech-
nology above 75,000 MTOPS to nationals from these countries.  “While we’re not rolling back 
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anything, in order to benefit from these increased levels, industry would have to submit
background information on the foreign nationals and we would review it in a time-limited
manner,” Lichtenbaum said.  “If you could release technology today without coming to us for
any approval, I don’t think we are proposing that you come in for approval now,” he added.

BIS REJECTS PETITION ON SCRAP COPPER EXPORTS

Although BIS found that copper scrap prices have increased significantly in recent years, it
determined that the rise was not caused by exports.  Accordingly, it announced July 21 that it
was denying a petition to impose export restrictions on the metal or to monitor exports (see
WTTL, May 24, page 4).  The decision is certain to dampen any lingering interest steel scrap
users have about filing a similar complaint under U.S. short-supply regulations 

Exports from 1999 to 2003 increased primarily because of low demand in the U.S.
for copper scrap and because the last independent secondary copper smelter
closed, BIS determined.  Despite the increase in exports, “the evidence does not
demonstrate a shortage,” it said in a statement explaining its decision.

“The world market for copper cathode, not the level of U.S. exports of copper-based scrap, is
the most important determinant in the fluctuation of domestic copper scrap prices,” BIS said.  It
also said the increase in domestic prices has not had an adverse effect on the national economy. 
The petition filed by the Copper and Brass Fabricators Council and the Non-Ferrous Founders
Society claimed that increases in foreign demand and exports, primarily to China, had caused a
shortage of scrap in the U.S. and led to sharp price increases.  In response to the ruling, the
petitioners issued a statement contending “the decision protects the windfall profits of a few
dozen scrap dealers at the risk of fatally weakening a major basic U.S. industry.”

WASSENAAR TAKING BROAD LOOK AT SEM ICONDUCTOR EQUIPM ENT CONTROLS

The multilateral Wassenaar Arrangement on export controls has begun a comprehensive review
of restrictions on semiconductor manufacturing equipment and could be ready to consider major
changes to its control list in about 18 months at the December 2005 plenary meeting of senior
government officials.  Before then, at its December 2004 meeting, Wassenaar is expected to
accept U.S. proposals for liberalizing controls on ion implantation and test equipment.

Wassenaar agreed to undertake the review of the list at its December 2003
plenary but technical work on the project only began in the spring.  At a July 7-9
meeting in Vienna, about 20 industry representatives from a dozen major
companies in the field, including chip makers, briefed a Wassenaar technical
working group on the latest state-of-the-art in semiconductor manufacturing. 
Government representatives continued to meet without industry July 12-15.

“Our take-away from that meeting was that certainly the information provided by industry was
very helpful,” BIS Assistant Secretary for Export Administration Peter Lichtenbaum told the
agency’s Systems Information Technical Advisory Committee July 21.  “It will be instrumental
in helping us evaluate if any changes are required,” he added.

The meeting of government representatives apparently also made progress in discussing
proposals for revising the Wassenaar list of controlled goods this December.  “The prospects
for the two U.S. Wassenaar proposals for this year for ion implantation and test equipment are
promising from our understanding of the discussions,” Lichtenbaum reported.  “There is a good
chance Wassenaar will adopt those proposals during this years review,” he said.

Chip equipment makers complain that the current list of controlled semiconductor manufactur-
ing equipment is obsolete and has not been updated for ten years.  The liberal interpretation of
Wassenaar rules by most members, except the U.S., has allowed most exports of this equipment 
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to be approved to most markets, including China.  The U.S. also has approved most of the
applications it has received but takes much longer to review the applications than other
countries, industry source content.  While not a written policy, Washington’s position on
exports of this equipment to China has been to approve applications only for equipment that is
two generations behind the state-of-the-art. 

M AURITIUS ASKS WTO TO HOLD M EETING ON END OF TEXTILE QUOTAS

World textile industry groups achieved a partial success July 20 in their efforts to get the WTO
to consider the expected impact from the elimination of global textile and apparel quotas on
Dec. 31, 2004.  After months of effort, one country, Mauritius, has finally asked WTO Director
General Supachai Panitchpakdi formally to convene an “emergency meeting” in August to
examine the “unintended consequences” of the end of the Multifiber Arrangement (MFA) (see
WTTL, June 21, page 3).  The letter from Mauritius reportedly had the backing of members of
the Africa, Caribbean and Pacific (ACP) group of countries. 

WTO sources say Supachai plans to review the letter carefully and consult with
members on the issue before deciding whether to agree to call the meeting.  The
decision on holding the meeting is up to him.

WTO officials stress that the letter from Mauritian Foreign Affairs and Trade Minister Cuttaree
requests a meeting only to discuss the consequences of the end of the MFA and not to discuss
an extension of the quota system, which has been the textile industry’s goal.  The letter also
asks the WTO to explore ways to protect developing countries and vulnerable workers from the
expected economic dislocations when the MFA ends.  It is now generally accepted that there
will be a major shift of textile and apparel sourcing to China when the global quota system
ends and many current suppliers will no longer be competitive. The issue is likely to be dis-
cussed as a side topic during the WTO General Counsel meeting July 27-29.

*  *  *  BRIEFS *  *  *

H A L L IB U R T O N : In  8 -K  fi l ing  with  S E C  J u ly 1 9 ,  H a ll ib ur to n  sa id  S E C  h as  o p ene d  fo rm a l inve st iga tio n
in to  po ten tia l  v io la tions  fo r  Fore ign Co rrup t  P rac tices Ac t  by a ffi l ia te  in  N ige ria .   H a ll ibu r ton  sa id  i t  has
te rm ina te d  re la tio nsh ip  with  exe cu tive  w ho  is  sub je ct  o f inve st iga tio n ,  whic h re la te s to  co nstruc tio n  o f
na tura l  gas  l iq u ifica t io n  p lan t in  N iger ia .   I t  sa id  i t  has  h ired  o u ts id e  law f irm to  inves tiga te  a l lega t io ns
and  is  co o p era t ing  with  gove rnment.   “W hile  H all ib ur to n  do es  no t  be l ieve  i t  has  v io la ted  the  Fo re ign
C o rrup t  P ra ct ic es  A c t,  H a ll ib ur to n’s  o wn in te rna l inve st iga tio n  o f the se  m a tte rs  is  o ngo ing  and  the re  c an  b e
no  assura nc e  tha t the  go ve rnm e nt’s  o r  H a ll ib ur to n’s  inve st iga to n  wil l  no t  co nc lud e  o the rw ise ,”  i t  sa id .

C C L JU R IS D IC T IO N : B IS  in  Ju ly 19  Fed era l  Regis ter  pub l ished  f ina l  ru le  rev is ing  E A R  to
re flec t  re su lts  o f  annua l  M unit io ns  L is t  rev iew, which  m o ved  severa l  chem ica ls  fro m  U SM L
to  C o m m e rc e  C o n tro l  L is t  and  so m e  fro m  C C L  to  U S M L .

A P P L E S : U .S .  Ju ly 1 9  aske d  W T O  d isp u te -se tt le m ent p ane l fo r  au tho r iz a t io n  to  re ta lia te  a ga ins t  Ja p an  fo r
T o kyo ’s  fa i lure  to  co m p ly with  ea r l ie r  p ane l  ru l ing  which  found  Jap anese  imp o rt  res t r ic t ions o n  ap p les  to
v io la te  w o rld  tra d e  ru le s.   W a shing to n  is  ask ing  p ane l to  au tho riz e  $ 1 4 3 .4  m il l io n  wo r th  o f sa nc tio ns  o n
Japanese  goo ds  to  com pensa te  fo r  lo s t app le  trade  (see  W T T L ,  Ju ly 21 ,  pa ge  4 ) .

ST A T E  SA N C T IO N S: S ta te  pub l ished  no t ice  in  Ju ly 21  Fed era l  Regis ter  re sc ind ing  sanc t ions o n  two  So uth
A fr ic an  firm s,  A rm sc o r and  D e ne l G ro up ,  to  re fle c t  exp o r t  co m p lia nc e  m ea sure s the y ha ve  ta ke n as  p ar t  o f
1 9 9 8  ag ree m en t be twe en  U .S.  and  P re to r ia  on  a rm s exp o r ts .

M O R O C C O : B y wide  b ipa r t isan  m arg in o f  32 3 -99 ,  H o use  Ju ly 22  ap p ro ved  leg is la t io n  (H .R .  48 4 2 )  to
imp lemen t FT A .  Sena te  app roved  pa ra l le l  b i l l  Ju ly 21  b y 85 -13  (see  W T T L ,  Ju ly 19 ,  pa ge  3 ) .

C H LO R O P IC R IM : In  Sunse t  Review de te rm ina t ion  Ju ly 22 ,  IT C  on  6 -0  vo te  found  U .S .  ind ustry is  l ike ly
to  fa ce  re ne we d  in jury if  curre nt  an tid um p ing  o rd e r  o f ch lo ro p ic rim  fro m  C h ina  w ere  re sc ind e d .

C A R B O X Y M E T H Y LC E LLU SLO SE : IT C  July 22  vo ted  6 -0  in  p re limina ry ru ling  tha t a lleged ly dump ed
imp o rts  o f  ma ter ia l  fro m  F inland ,  M exico ,  N e the r land s and  Swed en  m ay be  inju r ing  U .S .  ind ustry.
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