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FIRST ROUND OF U.S. -KOREAN TRADE TALKS M AKE QUICK PROGRESS

The first week of talks on a Korean-U.S.Free Trade Agreement June 5-9 “hit the ground run-
ning,” says the lead U.S. negotiator, Assistant U.S. Trade Representative Wendy Cutler.  The
talks were able to consolidate draft texts that both sides brought to the table, although the
document still contains many bracketed areas indicating a lack of agreement.  Negotiators were
able to reach preliminary agreements on such issues as trademarks, e-commerce and telecom-
munications, completing work on about 40% of the issues being discussed, she reports.

Despite this early progress, Cutler says the two countries haven’t started to nego-
tiate on agriculture or textiles.  On auto trade, “clearly we have a difference of
views,” she told reporters at the end of the week.  She also says the U.S. has
“grave concerns” about a recent Korean proposal to limit pharmaceutical reim-
bursements to a “positive list” of approved drugs (see WTTL, April 2, page 1).

Cutler says neither side was surprised by the issues raised in the talks.  “We’re close trading
partners,” she notes.  “Many of these issues we have been discussing for years.”  The next set
of talks are scheduled for the week of July 10 in Seoul. Negotiators plan to hold additional
rounds in the fall with the goal of completing negotiations by the end of the year, she says.  

CHINESE “RESERVED” ABOUT NEW BIS CHINA POLICY,  M CCORM ICK REPORTS

The coming Bureau of Industry and Security (BIS) proposal to impose new licensing require-
ments on exports to China and to expand the “certified end-user” program for Chinese
companies drew a “reserved” reaction from Chinese officials during BIS Under Secretary David
McCormick’s visit to China in May, McCormick told an audience in Washington June 9 (see
WTTL, May 1, page 1).  McCormick later told reporters that he had not actually shown the
Chinese the text of the expected proposal.  

“Frankly, we didn’t give them the rule,” he said. “I outlined in very specific
terms what we’re trying to accomplish,” McCormick explained.  He said their
reaction was what would be expected from someone who was presented with
something very complex for the first time.  The Chinese were “reserved but
intrigued,” he said.  “The devil will be in the details,” he admitted.

McCormick’s visit to China didn’t affect his plans for proposing new rules to require licenses
for 47 items on the Commerce Control List (CCL) if they are to go to military end-uses in
China.  Even though BIS will allow 120 days for public comment on the proposal, he said BIS 
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is likely to issue the regulation with few changes from the proposal.   “We wouldn’t put out
something there, if we didn’t think it was directionally right,” he said.  “If I was a betting
person, which I am not, I wouldn’t bet that this would change a whole lot,” he added.

McCormick, who made the same statement in a June 9 article in the Financial
Times, stressed the importance of balancing efforts to expand trade with China
with the need to prevent the use of U.S. goods and technology in Chinese wea-
pons systems. “We can do both,” he declared.  He claimed an economic analysis
has found only a small impact on U.S. exports to China from the addition of new
restrictions on sales of the 47 CCL categories to military end uses in China. “The
estimated cost is small.. the gain to security is substantial,” he asserted.  

After his presentation, industry representatives in the audience said they were still skeptical
about the coming proposal.  One executive said he didn’t expect many companies would take
advantage of the certified end-user program, especially given the fact that the BIS liaison
officer in Beijing is already overworked trying to conduct post-shipment verifications.  Another
representative said the proposed interagency review process for certification includes too many
conditions that will make it easy for any agency to raise objections and block a certification.

DEM ANDS OF DEVELOPING COUNTRIES PRESENT HURDLES TO DOHA DEAL

Since the launch of the Doha Development Agenda (DDA) in November 2001, it has been clear
that developing countries would wield significant power to determine the success or failure of
the round.  As proven at the failed WTO ministerial in Cancun, these nations could easily sink
the talks if they don’t feel their concerns are adequately addressed in the final deal.  But as the
talks approach their hoped-for end, negotiators are still having trouble identifying specific
concessions that would meet the demands of these countries in talks on trade and environment,
trade and development and trade facilitation.  

[E D I T O R ’S  N O T E :  T h is  week ,  W T T L p resen ts  the  second  of  a  th ree-p ar t  se r ies  examin ing
the  s ta te  o f  p lay fo r  D o ha  R o und  nego tia t io ns  ou ts id e  o f agr icu ltu re  and  N A M A .  W T T L
co rrespo nd ent  in  G eneva ,  R .  Sco tt  B il lq u is t, ,  f i led  th is  sec to r -b y-sec to r  ana lys is  o f  the
m ajo r  issues  fac ing  ta lks  in  these  three  a reas . ]

T R A D E  A N D  E N V IR O N M E N T :  A n  agre em e nt in  the se  ta lks  wil l  b e  d iff ic ult  b ec ause  the  c o m m itte e  o n
trade  and  environmen t can ’t  agree  on  wha t approach i t  w il l  take ,  one  d ip lom at no te s .   O n ly a fte r  i t  has
d ec ided  on  an  ap p ro ach  and  on  which  p ro d uc ts  p ro m o te  env iro nm enta l  go a ls ,  can  i t  be  acco m m o d ated  in
the  N A M A  talks ,  he  po ints  o u t .   “T he  purp o se  o f  inc lud ing  ne go t ia t ions o n  t rad e  and  env iro nm ent  is  to
ensure  tha t  trad e  po l icy is  m o re  sensi t ive  to  env iro nm enta l  po l ic ie s ,  and  to  inc rease  t rad e  in  env iro nm ent-
fr iend ly and  env ironm ent-enhanc ing  go o d s , se rv ices  and  techno lo g ies ,  a s  enunc ia ted  in  pa ragraph  3 1  of  the
D o ha  M in is te r ia l  D ec la ra t io n”  says  P h il ip p ine  A m b assad o r  to  the  W T O  M anuel  A .J .  T eehankee .   T here  a re
p ro p o sals  in  the  N A M A  ta lks  fo r  the  e l im ina tio n  o f ta r i ffs  on  a  b ro ad  l is t  o f  envi ronm en ta l  go o d s .
 

T w o  c o m p lic a t io ns  a re  ho w  to  d efine  a n env iro nm e nta lly  fr ie nd ly go o d  and  whe the r  tra d e
lib era l iza t io n  sho uld  be  b ased  on a  l is t  o f  p ro d uc ts  o r  t ied  to  spec if ic  p ro jec ts ,  no tes  a
d eve lo p ing  co untry d ip lo m at invo lved  in  the  ta lks .   H e  co m p la ins  tha t  the  U .S .  and  E U
p ro p o sa ls  give  the  imp ressio n  tha t  i tem s co m e with lab e ls  tha t  sho w exac t ly  ho w they he lp
the  environmen t and  who  is  benefi t t ing .   H e  a lso  con tends the  l is t  app roach is  an  idea  tha t
is  d ifficu l t  to  pu t  in to  p rac t ice .    

O n  the  o ther  hand ,  the  p ro jec t  ap p roac h  a lso  has  its  c r i t ic s .   “I t  is  d iff icu l t  to  see  ho w m uch  im p ac t  the
p ro jec t  ap p roac h  wil l  have  in  trade  te rms  b ecause  there ’s  no t  m uch  to  p reven t  a  co untry from  reduc ing
uni la te ra l ly  i ts  ta r i f f  when  i t  wants  to  m ake  a  p ro jec t  in  this  a rea ,”  tha t  d ip lomat  co n tend s.   T h is  wo uld
mo re  o r  le ss  fo rce  a  coun try to  do  wha t i t  shou ld  a lready be  do ing,  he  suggests .   N e ithe r  the  p ro jec t
approach no r  the  l is t  app roach wil l  have  a  b ig  imp ac t,  the  d ip lom at says .   Spec ia l  in te re sts  cou ld  m ake an
agreem ent  on  e i ther  app roac h  d i ff icu l t .   Any pa ckage  wi ll  l ike ly be  very m o d es t and  m ay  resu lt  in  a
co m b ina t ion  o f  bo th ap p ro aches,  ne go t ia to rs  suggest .

T R A D E  &  D E V E L O P M E N T :  T he  na ture  o f  the  “d e ve lo p m e nt”  le g o f the  D o ha  D e ve lo p m e nt A ge nd a
con tinues to  be  a  d iff icu lt  sub jec t to  add ress ,  because  it  is  s t i l l  no t  c lea r  wha t develop men t means,  one  
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am b assad o r  te l ls  W T T L.  G iven  this  am b igu i ty ,  deve lop ing  and  lea st  deve lop ing  co untr ies  m ay be  ab le  to
ho ld  any f ina l  D o ha  dea l  ho stage ,  if  they fee l  they a ren’t  ge t t ing  ad eq ua te  benefi ts  f ro m  the  agreem ent .  
S ince  m any o f  these  co untr ies  wil l  be  exem p t fro m  m ajo r  co m m itments  co m ing  ou t  o f  the  ro und ,  the ir
b enefi ts  m ay  co m e in  the  fo rm o f ad d it io na l  f inanc ia l  a id .   T hus , d i scussio ns  o n  an  A id -fo r -T rade  co m p o n-
en t  wil l  p lay an  inc reasing ly im p o rtan t  ro le  in  sm o o thing  ou t  the  po ten t ia l  b um p s b lock ing  a  f ina l  acco rd .   

A n  Aid -fo r -T rade  trade  ta sk  fo rce  is  now loo k ing a t how to  g ive  deve lop ing countr ie s
assis tance  to  he lp  them  ad just  to  t rad e  l ib e ra l iza t ion .   T he  task  fo rce  wil l  ho ld  a  m ee t ing  in
June  to  rev iew an  inte r im  rep o rt  ad d re ssing  these  issues ,  ad v ises  an  am b assad o r  invo lved  in
these  negot ia t io ns . “T he  cha l lenge  is  wha t  the  A id -fo r -T rade  m echanism  can  d o ,”  the
am b assad o r  says .   “ Is  i t  to  sup p o r t  tho se  who  lib era l ize ?   O r  is  i t  fo r  everyb o d y?   I s  i t  jus t
fo r  d eve lop ing  co untr ies ,  o r  is  i t  a lso  fo r  co untr ies  in  t ransi t ion?   And  ho w m uch  m o ney is
ava i lab le?   And  who  wil l  m anage  this ,”  he  asks.   

T h is  se t  o f  nego t ia t ions is  a lso  ad d re ssing  the  quest ion  o f  enhanc ing  the  “sp ec ia l  and  d iffe ren t ia l  t rea t-
m ent”  (S & D ) p ro v is ions in  curren t  W T O  ru les .   A s with o the r  D o ha  top ics ,  this  issue  is  l inked  to  wha t’s
hap p ening  in  agr icu l tu re  and  N A M A .  I f  the re  is  a  b reak through  in  tho se  a reas ,  yo u  wil l  fee l  the  “p o s it ive
re ve rb e ra tio n”  a cro ss  a l l  co m m itte es ,  o ne  a m b assa d o r no te s.   T h is  is  an  a re a  tha t cu ts  ac ro ss  a l l  ne go -
t ia tio ns  in  the  D o ha  R o u nd .   F o r  exa m p le , the  c o m m itte e  o n  tra d e  and  env iro nm e nt is  go ing  th ro ugh  8 8
p rop o sa ls  d ea l ing  with  the  ap p lica t io n  of  S& D .  “D eve lo p m ent  is sues  a re  no t  nea t ly  co nfined  to  one
com mittee ; i t  pe rvades the  who le  p rocess ,”  the  amb assador  says .   So  fa r ,  S& D  d iscuss ions  have  been
“p o si t ive  and  co nstruc t ive ,”  the  am b assad o r  re p o rts .   

T R A D E  F A C IL IT A T IO N :  T a lks  o n  trade  fac i l i ta t io n ,  a  new area  o f W T O  nego tia t io ns , "have  b een  very
p rod uc t ive  so  fa r ,"  says Jo hn  W eekes ,  sen io r  po licy  ad v isor  with  the  S id ley  A us tin  law o ffice  in  G eneva
and  a  fo rm er  C anad ian  trad e  nego tia to r .   T he  dua l  ob jec t ives  o f  the  nego tia t io ns  a re  to  es tab lish  W T O
rules  tha t  wil l  he lp  goo d s  ge t  th rough  cus to m s  m o re  qu ick ly and  e ffic ien t ly  and  to  assis t  de ve lo p ing
co untr ies  imp ro ve  the ir  custo m s p ro ced ure s ,  techno log ies  and  po rt  fac i l i t ies .   

T wo  days  o f  ta lks  recen tly  in  the  N ego tia ting  G roup  on  T rade  Fac il i ta t ion  yie lded  m easu red
p ro gre ss  w ith d e lega t ions t ransla t ing  ideas  and  p ro p o sa ls  into  d ra f t  tex ts .   "A s the  d ra f t
tex ts  come  fo rward ,  the  d iscuss ion  becomes  much  mo re  focused  a s  do  the  d iffe rences
b e tween  the  p ar t ies ,"  says the  cha irman  of  the  nego tia t ing  group ,  T o ny M ille r ,  who  is  H o ng
K o ng,  C hina 's  p e rmanent  represen ta t ive  to  W T O .  "T ha t 's  the  s ign ifican t  s tep .   I t  m eans  the
d iscuss io ns  are  ge t t ing  ser ious ,"  he  co ntend s .

" I t 's  very c lea r  from  yeste rday 's  [June  7 ]  mee ting  tha t the  fundam en ta l  conce rn  o f develop ing countr ie s
rema ins the  quest ion  o f  techn ica l a ss is tance  and  capac ity  bu ild ing,"  M ille r  repor ts .   "T rade  fac il i ta t ion  has
co m e a lo ng  qu i te  wel l  and  ap p ears  to  be  insu la ted  from  the  rest  o f  the  gam e,"  he  says.   M em b ers  have
o ffe red  a round  60  d i ffe ren t p ro p o sa ls .   T hese  range  from  sim p le  p roce d ura l  m atte r s  to  reduce  fees  and
charges,  a t  one  end  o f  the  sp ec trum , to  a  m o re  am bit io us o ne  fo r  a  " s ing le  wind o w"  fo r  p ro cessing  da ta
and  in fo rmatio n ,  a t  the  o ther .   So m e co untr ies  in  the  g roup  a re  inch ing  to ward  the  id ea  o f wr it ing  a
fre es ta nd ing  agre em e nt.  T h is  ha s ra ise d  q ue st io ns ,  suc h as ,  ho w  w il l  d isa gre em e nts  b e  ha nd le d .

M any deve lop ing  co untr ies  rea l ize  tha t  trad e  fac i l ita t ion  is  a  necessa ry s tep  toward  deve lop m ent  and  is
needed  to  g ive  the ir  fa rmers and  m anufac tu re rs  access  to  g lob a l marke ts .   Y e t i t  is  a lso  a  sensi t ive  po li t ica l
issue  because  custom s ope ra tions  in  many countr ie s  a re  marred  by b r ibe ry,  fraud  and  c ronyism.   A lso ,  a s
co untr ies  t ry  to  ra ise  sa la r ie s  fo r  custo m s o ffice rs  to  m ake  them  m o re  ho nest  and  p ro fessio na l  and  to  insta l l
mo dern techno log ie s  to  speed  ca rgo ,  they a re  a lso  r educ ing ta r iffs  which  a re  a  ma jo r  sou rce  o f  na t iona l
revenues .   T hus , the  co s t burd en  o n  de ve lo p ing  co untr ies  is  a  co ncern ,  one  d ip lo m at  no tes .   R ep o r ts  o n  the
c o st  o f im p le m enting  tra d e  fa c i l i ta tio n  m ea sure s a re  d ue  fro m  the  O rga niz at io n  fo r  E c o no m ic  C o o p e ra tio n
and  D eve lo p m ent  (O E C D )  and  W o r ld  B ank  in  June .   A  fina l  que s tio n  in  the  ta lks  wil l  be  where  wil l  the
mo ney come  from , says  M ille r ,  who  expec ts  the  answer  to  be  pa r t  o f  the  A id -fo r -T rade  package.

SENATE CONFIRM S SCHWAB AFTER SCHUM ER LIFTS HOLD

Sometimes it’s not what you say but how you say it that matters in Washington.  Sen. Charles
Schumer (D-N.Y.) lifted his hold and allowed the Senate to confirm Susan Schwab to be USTR
June 8 by a voice vote after a more contrite and respectful Schwab promised to work hard to
make sure China opens its financial markets to foreign firms.  Schumer had blocked Schwab’s
confirmation because he said he and Sen. Lindsay Graham (R-S.C.) weren’t satisfied with the
answers she gave during her Senate Finance Committee confirmation hearing or in follow-up
written answers to committee questions (see WTTL, May 29, page 1).  In a letter to Schumer 
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and Graham May 30, Schwab revisited several questions that dealt specifically with Beijing’s
implementation of its WTO commitments to open financial services, banking and insurance
markets.  While China has opened these markets partially with restrictions, it isn’t obligated to
allow full access to them until Dec. 11, 2006, Schwab noted in her letter.  In the meantime, the
U.S. continues “to press” China, “monitor” Chinese actions, “hold discussions” with the
Chinese, “report” on implementation, “participate” in the WTO review of China’s
implementation of its WTO obligations, and “raise concerns,” Schwab wrote.  She said the U.S.
will seek additional commitments from Beijing in the Doha Round talks on services.

As far as what the U.S. would do, if Beijing didn’t live up to its promises after
Dec, 11, she was vague.  “USTR is prepared to use the WTO dispute-settlement
process whenever we determine that the process would be the most effective way
to address the particular issue at hand,” Schwab declared.  After meeting with
Schwab June 7, Schumer said he was willing to accept her statements as a “leap
of faith” based on her experience and “on the fact that in this room here today
and in the written questions she answered, she had a quite different view,
demeanor and outlook than she had at the hearing.”

U.S.  DOESN’T EXPECT PERU TO SEEK CHANGES IN FREE TRADE DEAL

Despite reports that newly elected Peruvian president Alan Garcia wants to renegotiate parts of
the U.S.-Peru Trade Promotion Agreement (TPA), U.S. officials say that is not what they have
heard from Lima.  “Our understanding from President-elect Garcia’s office is that they are not
asking for changes,” said newly confirmed USTR Susan Schwab June 9.

Meanwhile, an International Trade Commission (ITC) report June 7 on the deal
says it will have “a positive effect on the U.S. economy, but this positive effect
will likely be small,” given the large size of the U.S. market and the tariff-free
treatment already given most imports from Peru under the Andean Trade Pref-
erences Act (ATPA).    The ITC estimated that U.S. exports to Peru will increase
by $1.1 billion, while U.S. imports from Peru will grow by $439 million.  

The U.S. will benefit more because Peru will drop tariffs averaging 12% to 25%, while the U.S.
already provides zero tariffs on most Peruvian goods under ATPA.  U.S. industries that will
benefit the most are machinery and equipment, chemicals, rubber, plastics, electrical machinery,
wheat, rice, pork and poultry.  Because of the Peruvian market’s small size, the pact will have
limited benefits for U.S. service firms, even though Peru is accepting obligations that go be-
yond its commitments under the WTO General Agreements on Trade in Services, the ITC says.

*  *  *  BRIEFS *  *  *

A IR B U S: N ew U ST R  Susan  Schwab  June  9  sa id  U .S .  is  s t i l l  op p o sed  to  a l lowing  E U  m em b er s ta tes  to
p rov ide  launch  a id  to  A irbus  to  he lp  i t  de ve lo p  new A 3 5 0  a irc ra ft .   She  rep o r ted  tha t  U .S .  and  E U  have
b een  ho ld ing  “go o d  fai th”  techn ica l  ta lks  s inc e  s ta r t  o f  yea r  “ lead ing  up  to  wha t  co u ld  be  a  so l id
geo p o l i tica l  ag reem ent  tha t  wo uld  benefi t  bo th s id es .”   I f  E uro p e  went  ahead  with p lans to  give  ne w he lp
to  A 3 5 0 ,  “I  wo uld  sugge st  tha t is  no t  go ing  to  co n tr ib u te  to  the  ne go tia tio ns ,”  she  sa id .

D R E SSE R : T here  was o ne  m o re  D resse r  sub sid ia ry inc lud ed  in  se lf-d isc lo sure  and  se t t lem ent  reached  with
B IS  on  expo r t  v io la tions  (see  W T T L ,  June  5 ,  page  3 ) .   In te rna t iona l  V a lve s ,  L td .  o f  Suffo lk,  U .K . ,  wil l
pay $3 ,00 0  c iv il  f ine  fo r  one  unlicensed  expo r t  o f  spa re  pa r ts  to  L ibya .

R W A N D A : U .S .  and  R wand a  June  7  s igned  T rad e  and  Investm ent  F ram ewo rk  A greem ent  tha t  wil l  crea te
c o nsu lta tive  m e cha nism  to  ad d re ss  tra d e  and  inve stm e nt issue s.   “R w and a , in  m any wa ys ,  is  a  m o d e l  fo r
wha t  a  d eve lop ing  co untry need s to  do  to  ha rness  t rad e  to  ad vance  eco no m ic  gro wth and  deve lop m ent ,”
sa id  D epu ty U ST R  K aran  B ha tia .

C H IN A : AFL-C IO  June  8  re f i led  Sec t ion  30 1  pe t i tion  with U ST R ’s o ffice  seek ing  invest iga t ion  into
B e ij ing’s  v io la tio n  o f wo rke r r igh ts .   U S T R  re je c te d  s im ila r  p e t i t io n  tw o  ye ars  ago .
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