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COM PANY,  EXECUTIVES TO PAY $5 .4  M ILLION FINE FOR NAFTA VIOLATIONS

In one of the first prosecutions for violations of the North American Free Trade Agreement
(NAFTA), a California firm and three of its executives have pled guilty to a two-count infor-
mation charging them with avoiding duties on imports from Mexico by falsely stating the value
of goods that were out of quota.  Triunfo-Mex, Inc., of City of Industry, Calif., Eriberto
Candelario, Cristina Candelario and Josefina Candelario, agreed in San Diego U.S. District
Court to reimburse Customs for $3.5 million in underpaid tariffs and pay a fine of $2.1 million
under a May 12 plea agreement that is still subject to court approval.

According to the San Diego U.S. Attorney’s office, Triunfo-Mex imports a wide
variety of Mexican food products, heath and beauty aids, detergents and candy
from its affiliate in Mexico, Productos Mexicanos El Triunfo SA de CA and
distributes them through retail outlets in the U.S.  Among those imports were
condensed milk and instant drink mixes that are subject to quotas.

“Prior to the time that the quota was reached for a particular item, the unit price Triunfo-Mex
declared on the documents accompanying the merchandise was the true unit price,” the U.S.
Attorney’s office explained.  “The defendants admitted, however, that once the quota was
reached, the unit price declared for the item dropped to approximately one tenth of the
previously declared value for the same merchandise,” it continued.  

Triunfo-Mex was charged with entry of goods falsely classified under U.S. Code Title 18
Section 541.  The three executives were charged with entry of goods upon payment of less than
legal duty in violation of Title 18 Section 541.  The case resulted from an investigation by the
Immigration and Customs Enforcement Bureau.

ITC REPORT FINDS SM ALL IM PACT FROM  RECENT TRADE PACTS

One argument supporters of bilateral free trade agreements (FTAs) could make – but won’t – is
that these little deals are no big deal to the U.S. economy.  Despite the dire consequences
attributed to FTAs, especially the Dominican Republic-Central American Free Trade Agreement
(DR-CAFTA), and the inflated projections of their benefits, a new report from the International
Trade Commission (ITC) claims FTAs with Chile, Singapore and Australia have had “relatively
small” impact on U.S. trade and mostly result in diversion of trade from non-FTA countries.

Although the Chile and Singapore accords have been in effect only since Jan. 1, 2004 and the
Australian deal became effective Jan. 1, 2005, the ITC used economic simulation models to 

Copyright © 2005 Gilston-Kalin Communications,
LLC.  All rights reserved.  Reproduction, copying,
electronic retransmission or entry to database
without written permission of the publisher is
prohibited by law.

Published weekly 50 times a year except last week in
August and December.  Subscription in printed or
electronic form is $597 a year in U.S., Canada &
Mexico; $627 Overseas. Additional copies with full
price subscription are $75 each.
Circulation Manager: Elayne F. Gilston

A Weekly Report for Business Executives on U.S. Trade Policies, Negotiations, Legislation, Export Controls and Trade Laws

Editor & Publisher: Samuel M. Gilston ! P.O. Box 5325, Rockville, MD 20848-5325 ! Phone: 301-570-4544 Fax 301-570-4545



Page 2                     Washington Tarif f  & Trade Let ter            June 6 ,  2 00 5

extrapolate early trade data into a long-term picture of their economic importance.  Among the
reasons for the small effect of these deals is the small size of the economies of the three FTA
partners compared to the $11 trillion U.S. economy.  On a purchasing power parity basis, the
three FTA partners had a combined GDP of just over $900 billion in 2004.

Another reason is the suggestion that preferential trade deals, such as FTAs,
merely divert exports and imports from countries that don’t have similar agree-
ments.  Such trade diversion, which the ITC calls welfare reducing, displaces
lower-cost domestic production.  In effect, cheap goods just get cheaper.  In
comparison, multilateral trade liberalization on a normal-trade-relations (NTR)
basis, such as the Doha Round, is trade creating and welfare enhancing because it
replaces higher-cost domestic production.  

The ITC report, “The Impact of Trade Agreements Implemented Under Trade Promotion
Authority” (ITC Pub. No. 3780) was mandated by statute as part of the president’s request for
extension of fast-track negotiating authority.  It looked specifically at trade in agriculture, fruit,
macadamia nuts, grains, meats, textiles, apparel, footwear, pharmaceuticals and services. 

“In general, the three trade agreements are expected to have small effects on U.S. trade in the
covered products,” the ITC concluded.  It expects increases in imports of fruits, meat, textiles
and apparel.  “Effects on U.S. exports are expected to be negligible or very small.  As a direct
re-sult of the trade agreements, trade in services is not expected to show measurable change.”

While the ITC report doesn’t address the trade impact of DR-CAFTA, the implications of its
findings suggest the pending accord would have an even smaller effect than the already ratified
ones.  The combined GDP of the six Central American and Caribbean partners is about one-
third of that of Chile, Singapore and Australia together.  Their total work force is 20% smaller. 

LONG,  SLOW LITIGATION EXPECTED OVER AIRCRAFT SUBSIDIES

With the collapse of the negotiations approach to resolving their dispute over large airplane
subsidies, the U.S. and European Union (EU) are likely to settle into a long, protracted
litigation in the World Trade Organization (WTO).  By bringing the fight over alleged unfair
subsidies for Airbus and Boeing to the trade body, the U.S. and Europe have started a process
that will last beyond the new December 2006 deadline for completing the Doha Round.  That
may help prevent the dispute from disrupting those trade talks.  At the same time, both sides
say they are still open to a negotiated deal to resolve the dispute prior to any final WTO ruling.

For the Bush administration, taking the case to the WTO helps counter some of
the criticism it has received for not being as aggressive as the Clinton admini-
stration in launching WTO complaints against unfair foreign trade practices.  
Blunting those charges will be important in getting the DR-CAFTA approved as
well as any deal coming out of the Doha Round.  The Airbus case is likely to be
the first of several complaints the administration will now take to the WTO,
including one against China’s failure to enforce copyright protection, in an effort
to show it can be “tough” on trade law enforcement.

The collapse of the truce and bilateral talks that started in February was precipitated by Wash-
ington’s expectation that the EU was preparing to provide new launch aid for the A350 aircraft,
a plane that would compete directly with Boeing’s 787 Dreamliner.  While the EU may go
ahead with that assistance now, the trade cases at the WTO could raise doubts among potential
Airbus customers over the financing for future aircraft purchases of the A350 as well as the
jumbo A380.  If the U.S. complaint can dampen sales for those airplanes, Washington may feel
it has succeeded regardless of the ultimate conclusion of the dispute-settlement process.

But both the EU and U.S. may be unsatisfied with outcome their WTO complaints, suggests
Claude Barfield, international trade scholar with the American Enterprise Institute.  Because
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the Uruguay Round agreement on subsidies specifically excluded aircraft trade from its cover-
age those rules cannot be applied directly to aircraft trade, he notes. “Even if the panel brushed
pass that, you still might have a messy solution,” Barfield argues.  He points to footnotes in the
sections of the Agreement on Subsidies and Countervailing Measures dealing with actionable
and nonactionable subsidies which say: “Since it is anticipated that civil aircraft will be subject
to specific multilateral rules, the provisions of this subparagraph do not apply to that product.”

Another wrinkle in the dispute was added May 25 when the House approved the 2006 National
Defense Authorization Act (NDAA) with a provision that would bar the Pentagon from procur-
ing goods or services from any foreign person “to which the government of a foreign country
that is a member of the World Trade Organization has provided a subsidy.”  Clearly aimed at
European defense firms seeking Pentagon business, NDAA Section 817 would apply if the U.S.
has requested consultation with the foreign country under the WTO dispute-settlement process
and either case has not been resolved or the WTO has ruled the subsidy is prohibited.

FORM ULA FOR CUTTING FARM  TARIFF BECOM ES NEW HURDLE 

Having tentatively resolved the challenge of how to convert non-ad valorem agriculture tariffs
into ad valorem equivalents (AVE), Doha Round negotiators meeting June 2-3 in Geneva got
embroiled in the next key issue they face: what formula to use to cut tariffs in the market
access pillar of the talks (see WTTL, May 9, page 3).  The tariff-cutting element of the market
access pillar in the agriculture talks has not been addressed since trade ministers reached their
“framework” for a farm deal during the WTO General Counsel meeting in July 2004.

The U.S. and Cairns Group of agriculture exporting countries are pressing for
adoption of the so-called “Swiss formula” which would require bigger cuts on
higher tariff.  But at the meeting, they received strong resistance from developing
countries and developed countries with highly protected farm sectors, the G-10,
who want to use the same across the border approach used in the Uruguay Round. 

Even though there has been a general agreement to create  “tiers” of tariff levels with different
rates of cuts in each tier, there continues to be disagreement over the formulas to use within
each tier.   Negotiators are considering a Canadian proposal that would try to meld the different
formulas with varying rate cuts in each tier.  Doha Agriculture Committee Chairman Tim
Groser, New Zealand’s ambassador to the WTO, said he would attempt to have a “first
approximation” of a possible agriculture agreement ready by the end of July.  

While that draft will attempt to deal with each of the three pillars of the farm talks – export
subsidies, domestic support and market access -- it won’t offer detailed “modalities” on how to
cut tariffs in each of the tiers, Grosser told the committee June 3.  The farm talks could face a
new hiccup this summer, if Grosser, who has won praise for his handling of the negotiations,
leaves his WTO post.  There are reports he may return to New Zealand to run for parliament.

Meanwhile, the European Union intends to reinvigorate its demands for stronger WTO rules to
protect geographical indications, according to John Bensted-Smith, director of agriculture
analysis in the EU’s agriculture section.  With the reform of its Common Agriculture Policy
(CAP), the EU is moving toward the complete decoupling of farm support from production to
direct payments to farmers, along with the reduction of export subsidies, he explained at a
Washington briefing May 31.  As a result, farmers are shifting to higher-value products where
geographical indications provide a comparative advantage, he said.  

U.S. ,  EU PRESENT NEW SERVICES OFFERS IN DOHA ROUND TALKS

Both the U.S. and EU have submitted new and improved offers to open their services sectors as
part of a new push to get the stalled Doha Round talks on services moving (see WTTL, May
23, page 2).  Washington’s new offer provides for further liberalization of the movement of 
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services professionals into the U.S. on a temporary basis – so-called Mode 4 of the services
talks -- and also significantly increases foreign access to the express delivery business.  The
U.S. also has revised the description of each of the service sectors in its offer to reflect the 
numbering system developed by the United Nations Provisional Central Products Classification
(UNCPC).  Use of the UNCPC code reduced the special exemptions claimed by the U.S.

The EU has revised its earlier services offer to extend its commitments to the 10
new members of the EU.  As the U.S., it also has offered to grant more liberal
treatment of temporary workers under Mode 4.  Other improvements were made
for foreign access to markets for accounting, bookkeeping, architecture,
engineering and urban planning.

Separately, trade ministers of countries belonging to the Asia-Pacific Economic Cooperation
Forum (APEC) issued a declaration in Korea June 3 calling for the achievement of “a critical
mass of initial and revised offers in services” by July.  They said they would create a “frame-
work for a collective assessment thereof with a level of ambition that will lead the way to
creating commercially meaningful new business opportunities.”

The APEC trade ministers also endorsed the use of the Swiss Formula for cutting tariffs in the
non-agriculture market access (NAMA) talks with “coefficients to be negotiated for tariff
reduction applied on a line-by-line basis.”  In the agriculture talks (see story page 3), they
endorsed a tiered formula and the treatment of sensitive products “with necessary flexibility.”

*  *  *  BRIEFS:  *  *  *

T R A D E  P E O P LE : B id d ing  war  is  o ver .   Fo rmer  IT A  U nd er  Secre ta ry fo r  In te rna tio na l  T rade  G ran t
A ld o na s wil l  b e  jo in ing  D .C .  la w firm  o f A kin  G um p  S tra uss  H a ue r &  F eld .

C E M E N T : B ina t io na l  N A FT A  pa ne l  M ay 2 6  remand ed  ba ck  to  IT A  po r tio ns  o f its  S ix th  A d m inis tra t ive
R e vie w o f an tid um p ing  o rd e r  o n  gra y p o r t la nd  ce m ent and  c l inke r  fro m  M e xic o .  N o ting  tha t C o u rt  o f
A p p ea ls  fo r  Fed era l  C ircu it  in  A K  S tee l  v .  U .S .  uphe ld  agency’s  me thodo logy in  o the r  pa r ts  o f  the  case ,
pane l l imi ted  i ts  remand  to  issues conce rn ing course  o f trade  and  d i ffe ren t merchand ise .

S O F T W O O D  L U M B E R : C a na d a M a y 3 1  aske d  N A F T A  p a ne l to  re vie w IT A ’s  S ec tio n  1 2 9  re co m m e nd a tio n
o n  ho w i t  wo uld  co m p ly with  p rev ious p ane l  ru l ings o n  i ts  an t idum p ing  dec is ions o n  so f two o d  lum b er .  
Sep ara te ly ,  W T O  June  1  ag ree d  to  crea te  p anel  to  rev iew  U .S.  im p lem en ta t io n  o f W T O  rul ings  aga ins t
d um p ing  d ec is io n .   U .S . ,  ho w eve r,  b lo c ke d  O tta wa ’s  re q ue st  fo r  p erm iss io n  to  ap p ly sa nc tio ns  o n  U .S .
go o d s  in  re ta lia tio n .   U .S .  aske d  fo r  es ta b lishm e nt o f a rb i tra tio n  p ane l to  d e te rm ine  a p p ro p r ia te  a m o unt o f
sanc tio ns .   M e anwhile ,  IT A  June  1  re leased  p re l im inary resu lts  o f  Seco nd  A d m inis tra t ive  R eview o f C V D
and  A D  o rd ers  o n  C anad ian  lum b er .   I t  cu t  sub s id y ra te  to  8 .18 %  fro m  17 .18 %  in  f ina l  resul ts  o f  F irs t
A d m inis tra t ive  R ev iew .  I t  a l so  cu t  ind iv idua l  dum p ing  m arg ins  fo r  m o st  resp o nd en ts .

C H LO R IN A T E D  ISO C Y A N U R A T E S: IT C  June  3  m ade  fina l de te rmina tion  on  6 -0  vo ted  tha t dump ed
imp o rts  o f  ch lo r ina ted  isocyanura tes  f ro m  C hina  and  Sp a in a re  inju r ing  U .S .  ind ustry.

B Y R D  P A Y M E N T S : C u sto m s in  June  1  F ed e ra l R e gis te r  issue d  no tic e  ca ll ing  fo r  p ar t ie s tha t f i le d  o r
sup p o r te d  a ntid um p ing  and  C V D  ca se s to  ge t ce rt i f ie d  to  b e  e l ig ib le  fo r  ne xt  d is tr ib u tio n  o f F Y  2 0 0 5
co l lec ted  du t ies  und er  B yrd  A m end m ent .   In  20 0 4 ,  C usto m s d is t r ibu ted  over  $ 2 0 0  m il lion  on  1 ,80 0  c la ims.  
In  20 0 3 ,  i t  gave  o u t  $3 3 0  m il l io n  to  1 ,80 0  c la im ants .   T h is  year ,  ove r  4 ,0 0 0  shr im p  fisherm en,  inc lud ing
a lm o st  2 0 0  na m ed  N guye n,  we re  id e ntif ie d  a s p o te ntia lly  e l ig ib le  fo r  sha ring  l iq u id a te d  d u tie s co lle c te d  o n
im p o r ts  o f fro z en  and  ca nne d  shr im p .

O FA C : As p a r t  o f  set t lem ent  ag reem ent  with  O FA C , F ide l i ty  Investm ents  has  agreed  to  pay $6 3 ,85 3  c ivi l
f ine  fo r  o p era t ing  acco unts  in  I ran  from  in 1 9 9 9  and  20 0 0 .   

C H IN A : D uring  sp eech  in  B e i j ing  June  2 ,  C o m m erce  Secre ta ry C arlo s  G utier rez  warned  C hinese  to
imp rove  p ro tec tion  o f  in te llec tua l p rope r ty r ights  o r  face  W T O  comp la in t.   “W e  do  no t  conside r
in te lle c tua l p ro p e rty r igh ts  v io la tio ns  to  b e  a  m atte r  fo r  ne go tia tio n ,”  he  d e cla re d .

E D IT O R ’S  N O T E : W ith this  issue ,  W ashing ton  T ar if f  &  T rad e  Le t te r  ce le b ra te s i ts  2 4  ann ive rsa ry o fth

pub l ish ing.   O ur  thanks go  to  a l l  ou r  loya l subsc r ibe r s,  sou rces,  fr iends and  co l leagues who  have  suppo r ted
and  he lp ed  us  ove r  the se  exc it ing  and  reward ing  years .
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