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FOREWORD

The 2018 Trade Policy Agenda and 2017 Annual Report of the President of the United States on the Trade
Agreements Program are submitted to the Congress pursuant to Section 163 of the Trade Act of 1974, as
amended (19 U.S.C. 2213). Chapter V and Arhex this document meet the requirements of Sections

122 and 124 of the Uruguay Round Agreements Act with respect to the World Trade Organization. In
addition, the report also includes an annex listing trade agreements entered into by the Unitddcgtates s
1984. Goods trade data are for full year 2017. Services data by country are only available through 2016.

The Office of the United States Trade Representative (USTR) is responsible for the preparation of this
report and gratefully acknowledges tlomtributions of all USTR staff to the writing and production of this
report and notes, in particular, the contributions of Benjamin B. ChsitemMolly L. Foley, Garrett

Kays, and Susanna S. Lee. Thanks are extended to partner Executive Branch dgeluciigy the
Departments of Agriculture, Commerce, Health and Human Services, Justice, Labor, State, and Treasury.
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. THE PRESI DENEPSEICYRAD
AGENDA

EXECUTIVE SUMMARY

In 2016,Pr esi dent Trump told Americans, AfLadi es a
economic independence onhce again. o Less than tw
fulfilling that promise.

President Trumpbs tr adas olc asethe dRapubliceitsetf. s Pregiagent p r i n ¢
Washington, in his Farewell Address, warned his fellow citizens that when it comes to trade negotiations,

AThere can be no greater error than to expsct, or
advised that trade agreements should be fAtempora
circumstances shalll dictate. 0 These statements |

pragmatic, flexible, and steadfastly focused onraional interest.

For most of our history, Americans generally f
joining the General Agreement on Tariffs and Trade, not only did the United States retain its sovereign
power to act in defense of itstimnal interest it repeatedly undertook such actions. The result was a trade
policy capable of maintaining popular support at home, while promoting more efficient markets around the
world.

More recently, however, the United States has backed awaytHiesa successful principles. Instead
of asserting its sovereign authority to act in response to changing circumstances, the United States continued
to passively adhere to outdated andenmperforming trade deals and allowed international bureaucracies
to undermine U.S. interests. This has left U.S. workers and businesses at a disadvantage in global markets,
as unfair trading practices flourish in the absence of a strong U.S. response. Countries benefiting from
marketdistorting practices had no incerdgito seriously engage with the United States. Wages for many
Americans came under pressure from threats of outsourcing.

For a long time, American politicians promised to do something about these protdeach$or a long
time, very little changed. Nownder the leadership of Pidsnt Trump, the United State@rnment is
finally beginning to act. Consider the following examples:

9 During the 2016 Presidential campaign, President Trump told Americans that he would end U.S.

participation inthe TranBaci fi ¢ Partner ship. He said that
and that AWe do not need to enter into another
binds us down. 0 After the campaign,ingthe esi den

United States from the Traf&acific Partnership soon after taking office.

1 For years, American politicians have promised to renegotiate the North American Free Trade
Agreement (NAFTA) even if they had to threaten withdrawal to do so. Presicentp fulfilled
this promise, launching new negotiations to revise NAFTA last August. He has also begun efforts
to update a flawed free trade agreement between the United States and South Korea.
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9 Politicians of both parties have long promised strong eafoent of U.S. trade laws. Last year the
Trump Administration self ni ti ated a Section 301 investigat
trading practices. This yearfor the first time in 16 years the Trump Administration granted
safeguard relief und&ection 201 of the Trade Act of 1974 to domestic industries suffering serious
injury by reason of imports.

In short, President Trump has launched a new era in American trade policy. His agenda is driven
by a pragmatic determination to use the leveragaa | abl e t o t he worl dds | arge
markets, obtain more efficient global markets and fairer treatment for American workers. This policy rests
on five major pillars:

Supporting Our National Security. Last December, President Trumgusd a new National

Security Strategy for the United States. This do
American people, supports, our way of 1ife, and s
United Stateswilnodnger turn a blind eye to violations, ch

policy will fulfill these goals by using all possible tools to preserve our national sovereignty and strengthen
the U.S. economy.

Strengthening the U.S. Economy.Last yea, President Trump signed a new tax bill designed to
make U.S. companies and workers more competitive with the rest of the world. The Trump Administration
has also begun an aggressive effort to eliminate wasteful and unnecessary regulations that sizwegser bu
These and other efforts to strengthen the U.S. economy will make it easier for American companies to
succeed in global markets.

Negotiating Better Trade Deals. For too long, the rules of global trade have been tilted against
American workers antdusinesses. This will change. Already our trading partners know that the United
States will altefi or terminate’ old trade deals that are not in our national interest. We have launched
aggressive efforts to revise our trade agreements with our NABarfkers and with South Korea.
Furthermore, we intend to actively pursue new and better trade deals with potential partners around the
world.

Aggressive Enforcement of U.S. Trade LawsThe Trump Administration strongly believes that
all countries wouldenefit from adopting policies that promote true market competition. Unfortunately,
history shows that not all countries will do so voluntarily. Accordingly, we also have an aggressive trade
enforcement agenda designed to prevent countries from begéfdm unfair trading practices. We will
use all tools available including unilateral action where necessaty support this effort.

Reforming the Multilateral Trading System. The Trump Administration wants to help build a
better multilateral trading system and will remain active in the World Trade Organization (WTO). At the
same time, we recognize that the WTO has not always worked as expected. Instead of serving as a
negotiding forum where countries can develop new and better rules, it has sometimes been dominated by
a dispute settlement system where activist Ajudge
States. Instead of constraining markeistorting countries like China, the WTO has in some cases given
them an unfair advantage over the United State®tiat markebased economies. Instead of promoting
more efficient markets, the WTO has been used by some Members as a bulwark in defienset access
barriers, dumping, subsidies, and other madkstorting practices. The United States will not allow the
WTO'T or any other multilateral organizatiénto prevent us from taking actions that are essential to the
economic weklbeing of theAmer i can peopl e. At the same ti me,
Ministerial, we remain eager to work with ltkeinded countries to build a global economic system that
will lead to higher living standards here and around the world.
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These are excitingimes for U.S. trade policy. Much work remains to be dbrmit we have
already begun implementing a new trading agenda that will reward hard work and innovation instead of
government planning and unfair subsidies. As our policies continue to take wHeate confident that
American workers, ranchers, businesses and farmers will all benefit from the chance to compete in a fairer
world.

PUTTING AMERICA FIRST:
THE PRESIDENTOS 2018 TRADE POLI

To establish a trade podédcurity yand tptospérity, ghe odlmmop e s A\
administration will focus on five major priorities: (1) adopting trade policies that support our national
security policy; (2) strengthening the U.S. economy; (3) negotiating better trade deals that work for all
Americans{4) enforcing U.S. trade laws and U.S. rights under existing trade agreements; and (5) reforming
the multilateral trading system.

A. Trade Policy that Supports National Security Policy

For the Trump Administration, trade policy is intended to advanceational interest. Thus, our
trade policy should be consistent with, and supportive of, our national security strategy. It makes no sense
to promote trade deals that strengthen our adversaries, or otherwise leave the United States weaker on the
natond st age. Accordingly, the Presidentds trade a
efforts to build a stronger and more secure country.

Last December, the Trump Administration issued a new National Security Strategy of the United
States ofAmerica. As described below, several aspects of that strategy are particularly relevant to trade

policy:

Building a Strong America. According to the National Securit)
in the vital interests of not only the American peoplat also those around the world who want to partner
with the United States in pursuit of shared inter e

policy as well. For decades, the United States has played a unique role in prontbgng@uraging true

market competition all around the world. Many other countries have benefited from this policy, which has
contributed to peace and prosperity on every continent. But the United States cannot fulfill this role without

a strong domesticcenomy at home and without strong domestic support for open markets. Thus, we reject

the notion that the United States can strengthen the global trading $ystepnomote efficient markets

worldwide i by agreeing to trade policies that weaken our ecgnonand under mi ne Amer i C
global trading rules. Indeed, recent history shows that when the United States grows weaker, cheaters
flourish and global markets grow less efficient.

Preserving National Sovereignty.The National Security Strategyme nds us t hat , n Al
power is ultimately delegated from, and accountabl
of trade. The American people have the right to hold their elected officials responsible for any decisions
they makewith respect to trade policy. When international bureaucrats improperly set the terms of trade
for Americans, they deny the American people this fundamental right. Obviousé/nthg be benefits to
an agreedupon multinational system to resolve tradspdtes, but any such system must not force
Americans to live under new obligations to which the United States and its elected officials never agreed.
Consistent with these principles, our trade policy will aggressively defend U.S. national sovereignty.
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Responding to Economic Competitors The Nat i onal Security Strate;q
Russia challenge American power, influence, and interests, attempting to erode American security and
prosperity. o These chal l eargyeealmébut aso impact trdade policy. ed t o
Both China and Russia have been unwilling to comply with many of their obligations as members of the
WTO.

China has a statist economic model with a large and growing government role. The scope of
Ch i n a 6 my mean®its @conomic practices increasingly affect the United States and the overall global
economic and trade system. China has now been a member of the WTO for more than sixteen years and
has yet to adoghe markeeconomy system expected of all WTGeMbers. Indeed, if anything, China
has appeared to be moving furtheravay o m mar ket principles in recent
second | argest economy, China has an enormous cap
are contibuting to a dramatic misallocation of global resources that leaves evéryaheding the Chinese
peoplei poorer than they would be in a world of more efficient markets.

Of course, as a sovereign nation, China is free to pursue whatever tradetpokésrs. But the
United States, as a sovereign nation, is free to
all available tools to discourage Chihar any country that emulates its policiefBom undermining true
market competition We will resist efforts by Chiné or any other country to hide behind international
bureaucracies in an effort to hinder the ability of the United States to take robust actions, when necessary,
in response to unfair practices abroad. In short, oue fpaticyi like our national security policy will
seek to protect U.S. national interests.

Recognizing the Importance of Technology.The Nat i onal Security Stra
United States must preserve our lead in research and technologyptead @ur economy from competitors
who wunfairly acquire our intellectual property. o

discussed in more detail below, we have already launched an investigation pursuant to Section 301 of the
Trade Ad of 1974 into allegations that China is engaged in unreasonable and discriminatory efforts to
obtain U.S. technologies and intellectual property. If necessary, we will take action under Section 301 to
prevent China from obtaining the benefit of this tgbenfair practice. Our trade policy will also promote
innovation in the digital economy. For example, we will take steps to promote a thriving global marketplace
for online platforms.

Working with Others. The Nati onal S e c ur iTagetherSwithr curt abligsy st at
partners, and aspiring partners, the United States will pursue cooperation with reciprocity. Cooperation
means sharing responsibilities and burdens. 0 Th
President Trump, thenited States remains committed to working with{ikended countries to promote
fair market competition around the woiildout we will not pay for cooperation with trade deals that put
U.S. workers and businesses at an unfair disadvantage. Countriesetitatmmitted to markdtased
outcomes and that are willing to provide the United States with reciprocal opportunities in their home
markets will find a true friend and ally in the Trump Administration. Countries that refuse to give us
reciprocal treatmdror who engage in other unfair trading practices will find that we know how to defend
our interests.

B.  Strengthening the U.S. Economy

Improving competitiveness through tax cuts and reformsin December 2017, President Donald
J. Trump signed the legaion commonly known as th€ax Cuts and Jobs Act (TCJA)the most
significant tax cut and reform law in more than 30 years. The law was designed to achieve four goals: tax
relief for middle-income families, simplification for individuals, repatriatiorf offshore income, and
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economic growth by improving competitiveness. The Council of Economic Advisers (CEA) estimates that
the business tax provisions in the new law will increase economic output by 2 to 4 etisehdngterm
and raise wage and satancome for households by an average of approximately $4,000.

Reducing business tax rates to make American companies and workers more competitive.
The centerpiece of the business tax reforms in the TCJA is a reduction in the top statutory corporate tax
rate from 35 percent to 21 percent, making the United States competitive with our major trading partners.

The lastmajor business

tlzx%rf:/ﬂrer?] R"‘gisal ;‘g‘;‘éﬁ] ; Central and Subcentral Government
the top statutory corporate ta Corporate Income Tax Rates

rate from 46 percent to 3¢ g5
percent, making Americar
businesses among the mo 50
competitive in the developec
world. Since then, othel 45
countries aggressivekut their

tax rates in an effort to compet 40
with the United States anc
attract business investmen
The average corporate tax ra
in the OECD countries fell
from 47 percent in 1986 tc -

approximately 24 percent ir

20171 well below the U.S. rate. 5

Th n went from A N A S O A

ha\?i nLgJ ;ec?oriéa;teit?ve go;['po?an \q%\\qogj\q%%\q% \q@ N \ﬁ\@‘)@ \qqq“f@ “vQQl”v@%”v@ “9@”9\\

tax rate to having the highes United States OECD weighted average excluding U.S.
statutory corporate tax rate il

the developed world. Americal
businesses  responded k
offshoring  jobs, moving
factories, shifting profits to lowax jurisdictions, and mang their headquarters through corporate
inversions. Cutting the statutory corporate tax rate to 21 percent will align the United States with our major
trading partners, allowing our businesses and workers to compete on a more level playingp&dai@A

also cut taxes for padhrough businesses by reducing individual tax rates and creating a 20 percent
deduction for qualified business income.

35

30

eI
DT DD
A AT AD

Source: Organisation for Economic Cooperation and Development
*The combined statutory tax rate includes the average subnational rate

Repatriation of offshore income. Another critical business tax reform in the TCJA was switching
from a worldvide system of taxation to a territorial tax system that does not penalize companies for
incorporating in the United States. Under a worldwide system, a country taxes businesses on profits earned
anywhere in the world. In contrast, under a territoriatesy, countries impose tax only on profits earned
inside that countryés borders. Prior to enact ment
countries to tax companies on their worldwide prdfitshe combination of a high corporate taterand
worldwide system resulted in one of the least competitive tax systems in the developed world. American

I PWC, AEvol ution of Territtohd al OEQR,x0 SArtielms 2
http://www.techceocouncil.org/clientuploads/reports/Report%200n%20T erritorial%20Tax%20Systems 20130402b.

pdf
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companies responded by reinvesting their foreign earnings offshore to avoid paying the higher taxes that
would be due if those profits were rejatied to the United States. By the end of 2015, U.S. multinationals
invested an estimated $2.5 trillion of income in other countiid® TCJA reformed the tax treatment of

U.S. companies by switching from a worldwide tax system to a territorial tsensythereby ending the
penalty on companies that headquarter in the United States. A territorial system will help to level the
playing field for American businesses and allow them to repatriate earnings back to the United States
without incurring high ta penalties.

As a transition to the territorial system, earnings that have already accumulated offshore will be
subject to a onéime tax of 15.5 percent (for cash) or 8 percent (for-cash assets). This transition tax
will eliminate the U.S. tax inagive for keeping these accumulated earnings offshore, resulting in more
money being available to invest in the United States.

Reforms to protect the U.S. tax base.The TCJA also implemented important reforms to
discourage profit shifting and protect the U.S. tax base. Under the new law, excess returns earned overseas
are subject to an effective minimum tax of 10.5 percent (increasing to 13.125 percent after 2025).

In addition, the TCJA seeks to minimize firghifting through a new base erosion atiiise tax
or ABEAT. 0O The BEAT is an alternative mini mum t
deductible relategharty payments (other than cost of goottsla foreign entity. The BEAT prevents
companies from eliminating their U.S. taxable income through patgarie related parties in a lotax
jurisdiction.

Impact of tax reform on the trade deficit. The combination of a competitive corporate tax rate
and new antbase erosion provisions has the potential to reduce the U.S. trade deficit by reducing artificial
profit shifting. By reducing incentives to engage in artificial profit shifting, the new tax law should lead to
more efficient markets here aairoad

Reducing Regulatory BurdensThe Trump Administration has taken seriously the need to reduce
regulatory burdens imposed on American businesses and citizens through tradeRrelgigent Trump
issued two executive orders last spring, which direct agencies to meet theseAgmalsies are in the
process of systematically evaluating existing regulatory actions to determine whether they are unnecessary,
ineffective, duplicative, 10 inconsistent with legal requirements and Administration policy. The
Admini strationds regul atory p etloiregylationsafer everg sewl t ed |
regulation issued and over $8.1 billion in net present value regulatory cost sewviRgs2017. The
Admi ni strationds commitment to deregulation has ¢
should excite the United Statesodo allies and tradi

C. Negotiating Trade Deals That Work for All Americans

The Trump Adminigation will aggressively negotiate trade deals designed to benefit all
Americans. We have already begun efforts to improve NAFTA and KORUS. We intend to ask the
Congress to extend the Préesidenkds whr ath@itfiiftee mot ir @
obtain an upr down vote on new trade agreements submitted to Congress. Based on our discussions with
Congressional leaders, we believe that there is strong support for such an extension, which would mean
that fasttrack authority will remai in place until 2021.

2 Audit Analytics, Indefinitely Reinvested Foreign Earnings Still On the Ristly 25, 2016.
http://www.auditanalytics.com/blog/indefinitehginvestedforeign-earningsstill-on-the-rise/
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As shown in more detail below, President Trump will use this authority to obtain better trading
terms for American workers, farmers, businesses, and ranchers. But we must address an obstacle that could
significantly undermine ourflorts. The Administration has nominated four outstanding people to serve in
the Office of the U.S. Trade Representative. Three of these nominees would serve as Deputy U.S. Trade
Representatives and a fourth would be Chief Agricultural Negotiator. Woeyd have the rank of
Ambassador and are essential to successfully concluding the negotiations described below. These four
nominees each of whom is willing and eager to work for this couiithhave been before the Senate for
at least seven months. EydPresident since Ronald Reagan has had at least one Deputy USTR in place
within 45 days of the nomination. This President has been waiting since June 15,280daysi and
none of his nominees has even been given the courtesy of a floor vote.géVihenSenate to quickly
confirm all four nominees.

1. NAFTA

NAFTA went into force on January 1, 1994, nearly a quarter of a century ago. At the time, pundits
and policymakers in the United States assured concerned workers across the countrysivagheement
would create hundreds of thousands of jobs, and that the United States would enjoy expanding trade
surpluses with Mexico upon implementation. The Institute for International Economics epitomized this
thinking when it forecast in 1993 that NAR would lead directly to the creation of 170,000 U.S. jobs and
that the trade surplus with Mexico would expand well into the 2000s. President Bill Clinton, who signed
the bill that approved NAFTA, decl ar endironmantandher t h;
l abor would make it a Aforce for soci al progress

Unfortunately, these promises were not fulfilled. While NAFTA has had positive effects for some,
notably American farmers and ranchers and those living in boatiemunities dependent on trade flows,
for many others, NAFTA has failed. For these Americans, NAFTA has meant job losses, especially in the
manufacturing sector, and the closing down and relocation of factories from American towns and cities
across bottborders. Our goods trade balance with Mexico, until 1994 characterized by reciprocal trade
flows, almost immediately soured after NAFTA implementation, with a deficit of over $15 billion in 1995,
and over $71 billion by 2017.

Looking back, it is not &rd to understand how this all happened.

First, NAFTA provided thousands of American companies with the opportunity to pay far lower
wages to workers in Mexico. Indeed, while NAFTA adopted aspirational language on the importance of
labor rights and environmental protections, both issues areaddred only i n fAside ag
current NAFTA that are subject to an essentially toothless dispute settlement mechanism. Importantly, the
labor side agreement provides limited protections for rights recognized internationally, including freedom
of association and collective bargaining.

Back in 1993, NAFTA proponents reassured skeptics that the agreement would lead to leaps in
productivity and wages i n Mexico. That year Pr es
there willbe anevenonr e rapid closing of the gap betweeno L
NAFTA went into effect, the gap in Mexican wages and labor productivity with the United States has
widened. The OECD even reports that the average annual wage in Nedikfoam $16,008 in 1994 to
$15,311 in 2016.

While it is true that workers in the manufacturing sector in Mexico earn higher wages than those in
other sectors, the gap between Mexican workers and U.S. workers is still striking. Mexican manufacturing
workers reeive an average of $20 per day, and workers in automotive manufacturing reportedly make
approximately $25 per day. By comparison, manufacturing workers in the United States make an average
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of $160 per day. Further, NAFTA contained terms that fell $bothe American people by incentivizing

T intentionally or nott companies across America to outsource production, especially to Mexico. In the
case of Canada, the NAFTA failed to address longstanding and unfair Canadian trade practices across
several idustries, fronthe agricultural sector to highch industries.

The flaws in NAFTA became apparent soon after implementation. Since that time, politicians have
called for it to be renegotiated. Nevertheless, when President Trump was elected, theemhaddmajor
changes to NAFTA since it entered into force more than two decades ago.

In 2016, during his campaign, President Trump made clear that, in its current form, NAFTA was
not acceptabl e. I n June 2016 rNAFFEA partaarsdhattl intendtb ol | o wi
i mmedi ately renegotiate the terms of that agreeme
just a little bit better, | mean a lot better. If they do not agree to a renegotiation, then | will submit notice
under Article 2205 of the NAFTA agreement that Am

Almost immediately after inauguration, President Trump began to thiilipromise. For months,
high-rankingAdministration officials consulted with Congressmans to renegotiate. In May 2017, within
a few days after confirmation as the U.S. Trade Representative, Ambassador Ligithizked Congress
with the 90daynotice required under Trade Promotion Authority to launch renegotiations. On August 16,
20171 the 9% day after Congressional notificatianthose renegotiations began. They are currently
ongoing.

In the renegotiations, USTR is committed to getting the best possible deal for all Americans. While
NAFTA is certainly a bad deal for the Unitethes, USTR recognizes that many Americans have benefited
fromit. Accordingly, USTR has moved rapidly in an effort to allow for a seamless transition to an updated
version of NAFTA:

1 USTR reviewed more than 12,000 public comments received with respketrenegotiations.
1 USTR prepared a complete new text, replete with new ideas and fresh approaches.

1 USTR and other U.S. Government agencies have participated in seven separate negotiating rounds
since August 2017 with their counterparts from Mexico @adada.

1 USTR has published its objectives for the renegotiation directly on its website, and updated these
objectives in November 2017 to reflect the full scope of U.S. proposals.

1 Since launching negotiations, Ambassador Lighthizer and USTR Staff hetveensonally with
dozens of Members of Congress, and have spent more ,g@hrhanhours in consultation with
Members and their staffs.

9 During this process, USTR has also held extensive consultations with members of the private
sector, representativesf ¢abor, ranchers, farmers, and members of the -Gowernment
Organizations (NGO) community. There have been dozens of scheduled briefings to official
advisory committees, hundreds of hours of stakeholder consultations, and a continuing open door

policy.

1 In fact, at each negotiating round, USTR chapter leads brief Congressional staff and members of
advisory committees. These advisory committees cover agricultural, industry, small and medium
sized business, and labor and environmental concerns.
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All of this work is being done to comply with Congressional rules, build support for a new version
of NAFTA, and encourage a smooth transition to the updated agreement. In short, the Administration has
not simply sought to eliminate NAFTA but has made great effortalleviate uncertainty for those
Americans who rely on it.

In the renegotiations, the Administration has two primary goals.

First, it wants to update NAFTA with modern provisions representing ashégidard agreement
for the 2F centuryi includingstrong provisions on digital trade, intellectual property, cybersecurity, good
regulatory practices, and treatment of stateed enterprises. All parties agree that NAFTA is outdated
it was signed before most Americans had ever heard of the Int@me®Administration believes it is time
to bring NAFTA up to date.

Second, the Administration seeks to rebalance NAFTA. The purpose of an agreement like NAFTA
is to create special rulégo give certain countries unique access to this market, accesghdatountries
lack. Instead, NAFTA encourages companies seeking to serve the U.S. market to put their facilities
elsewheré thereby putting American workers and businesses at an unfair disadvantage.

With this in mind, USTR has set as its primary chje for these renegotiationsi| mpr ove t he
Uu. S. trade balance and reduce the trade deficit v
focusing our efforts on tightening rules of origin for products imported into the United States frodaCana
and Mexico for which we have significant trade imbalances, like automobiles and automotive parts. Our
proposals seek to strengthen the rules of origin for such products, and make them more enforceable through
stricter tracing requirements, to ensurattiiney contain considerable reg#, and U.S$pecific, content.

We are also determined to avoid provisions that will encourage outsourcing. If a company decides
to build a factory in Mexicd and it has legitimate, markkased reasons for doing sehen it should act
as the market dictates. But wejact the notion that the U.S.o@rnment should use NAFTAor any
other trade dedl to encourageoutsourcing. The point of a trade deal is to create increased opportunities
for market efficiency, naio encourage foreign investments that are otherwise not viable.

It should also be noted that we have made serious proposals in the labor and environment chapters
that will help level the playing field for American workers and businesses and raise standaede areas.
For both chapters, we are insisting that all of the provisions be subject to the same dispute settlement
mechanism that applies to other obligations in the agreement.

If we succeed in achieving these core objectives, a renegotiatedANwbBuld certainly prove a
fairer deal for all Americans. This includes those manufacturing workers across the country whose hold on
their jobs has been tenuous due to a flawed trade agreement.

2. KORUS

The overall benefits to the United States of KORUS have fallen well short of initial expectations.
Prior to passage of the agreement, the U.S. International Trade Commission estimated that U.S.
merchandise exports to Korea would be approximately $9$1Q@d® billion higher with KORUS fully
i mpl ement ed, and Koreads exports t 0%$6.9 billonhigher.t ed St
Many pointed to other benefits, including antici
environmentwhich would significantly level the playing field for U.S. exporters and businesses.

The record after nearly six years of KORUS, however, has been disappointing.
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After six rounds of tariff cuts under the KORU&)d with over 90 percent of twway tradein
goods currently free of tariffs, U.S. exports of goods to Korea rose modestly from $43.5 billion in 2011 to
$48.3 billion in 2017. I n contrast, Koreads good
from $56.7 billion in 2011 to $71.2lkon in 2017. U.S. services exports showed early gains, but growth
has since slowed substantially. In sum, the U.S. goods deficit with Korea has increased by 73 percent since
the KORUS came into effect through 2017.

In addition, concerns have onlyegisn wi t h respect to Koreads prepa
its obligations under KORUS. In far too many cases, Korea continues to fall short of adequately meeting
key commitments in areas such as labor, competition, customs, and pharmaceuticadiealddevices.
In other cases, Korea has introduced additional measures since the FTA came iritoreflieding in the
area of autos that have directly undermined the benefits of the agreement and limited U.S. export potential.

Faced with thesetts, President Trump directed USTR to address these outstanding problems, as
well as to seek fairer, more reciprocal trade with Korea. Accordingly, in July 2017 Ambassador Lighthizer
called for a Special Session of the KORUS Joint Committee to initiaferocess of seeking modifications
and amendments to the agreement. In October 2017, Korea agreed to pursue discussions on modifications
and amendments, and completed necessary domestic procedures in December in order to initiate such
discussions.

USTRremains engaged in ongoing negotiations with Korea to improve KORUS in order to deliver
more reciprocal outcomes for U.S. workers, exporters, and businesses. The Administration will continue
to vigorously pursue U.S. objectives with the Korean governowain expedited timetable.
USTRO6s ongoing discussions and negotiations aim t

1 Outcomes that improve U.S. export opportunities and facilitate more balancedayiade;

1 Resolution of outstandingplementation issues that continue to harm or undermine U.S. interests
and U.S. export potential,

1 Rebalancing of commitments on tariffs necessary to maintain a general level of reciprocal and
mutually advantageous commitments under the agreement;

1 Reduchg and eliminating notarff barriers to exports of U.Snade motor vehicles and motor
vehicle parts; and

1 Improvement of other terms to ensure the benefits of the agreement are more directly supportive of
job creation in the United States.

Achieving thee objectives would make KORUS a fairer deal for Americans.
3. Other Negotiations
The Trump Administration intends to reach other agreements designed to promote fair, balanced

trade and support American jobs and prosperity. The Administration hasyaieguh discussions and
processes to achieve these goals.
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a. Expanding Trade and Investment with the United Kingdom

The United States and the United Kingdom (UK) have a deepskamglingrade and investment
relationship. T h e largest goods tradimge pariner anil sargesteparmar in Bervices
trade. In 2016(most recent date available for fykbar services tradédtal twoway goods and services
trade was $227 billion, with a goods surplus of $1 billion and a services surplus of $14 billion. The United
States and the UK have directly invested more th
common language, busiss culture, support for good regulatory practices and transparency, and respect
for intellectual property rightsOur economies are diversified, and technology and innovation drive our
growth.

In 2016, the UK voted in a referendum to leave the Europgaon (EU), and the UK is in the
process of negotiating the ter msTheTrump Adaministrdtierp ar t ur
seeks to maintain and deepen our economic relati
negotiations with th&U on the terms both of its exit and its future relationship with the EU will likely have
significant consequences for U.S. trade with both the UK and the EU.

In March 2017, the UK initiated a twgear process to negotiate the terms of its withdraveah fr
the EU. In December 2017, the UK and EU issued a Joint Progress Report that laid out their agreement on
issues related to the exit, referred to as the first phase of negotiations. During the second phase of
negotiations, which has already begun, tikednd EU are discussing a transitional arrangement that would
govern their relationship for a period of time following UK withdrawal from the EU, which is expected to
start March 29, 2019, and last at least through 2020. We anticipate that duringraunsitiart period, the
UK would no longer be part of the EU and free to negotiate trade agreements with other countries, but it
would remain unable to implement any agreements until the end of the transition period.

President Trump and UK Prime MinistBheresa May met in January 2017 and agreed to deepen
current U.SUK trade and investment and lay the groundwork for a future trade agreement. While U.S.
UK trade is already substantial, and our economies are highly integrated, there is a rangenwdfesecas
one could expect an ambitious FTA to be mutually beneficial. These include trade in industrial and
agricultural goods, where tariff and other barriers still impede trade; differences in regulatory systems,
which impose extra burdens on exportergeemlly smal and mediurrsized enterprises, without
improving health and safety outcomes; and commitments in services, investment, and intellectual property
that can foster deeper trade and innovation.

In July 2017, the United States and the UK esthbli a Trade and Investment Working Group,
under the auspices of the broader W& Steering Group, which is focused on providing commercial
continuity for U.S. and UK businesses, workers, and consumers as the UK leaves the EU and exploring
ways to streniipen trade and investment ties ahead of the exit. The Working Group will also begin to lay
the groundwork for a potential free trade agreement, once the UK has left the EU, and explore areas in
which the two countries can collaborate to promote open itsaakeund the world. The Working Giou
is examining a range of tradelated areas, including industrial and agricultural goods; services, investment,
financial services, and digital trade; intellectual property rights and enforcement; regulatorydtdeds r
to trade; labor and environment; and spatidmediumsized enterprises

The Trade and Investment Working Group will guide sustained engagement by the United States
and UK trade teams during 2018 and beyond. The Group is planning quarterlygsesmtid trade policy
officials from both sides will be advancing the work in between the quarterly meetings throughout the year.
One of the U.S. priorities for this work will be to respond to evolving issues in thEWKegotiations,
which could potenélly impact the American business community. In addition, another area of our work
with the UK will be to preserve market access of U.S. stakeholders as the UK begins to establish its World
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Trade Organization schedules. The Working Group will also wdttk thve U.S:UK Economic Working

Group, also established as part of the broaderUKSSteering Group, to ensure that UL agreements

and other arrangements are in place once the UK leaves the EU. The United States will maintain
commercial continuityn areas where UK and U.S. obligations to each other had previously been set out in
U.S-EU agreements or arrangements, and to identify ways we can enhance our trade and investment
relationship prior to Brexit.

UK and the WTO. The UK will need to creatés own distinct WTO schedules by the time it
separates from the European Union at the end of March ZDA8se schedules will need to include
commitments and concessions on tariffs, tariff rate quotas (TRQs), services, and levels of agricultural
domestt support.Similarly, the UK will need to negotiate a separate schedule for the WTO Government
Procurement Agreement (GPA) to which the United States is also a PhetyJK accounts for 25 percent
of the EU6s $330 bill i on unges the GPAnmepresentipgrthe @ngesteEde nt
public procurement market for U.S exports.

The Trump Administration intends to ensure that the equities of U.S. stakeholders are taken fully
into account as the UK begins this year to create its WTO scheddesegotiate its entry into the WTO
GPA.

b. Countries of the TransPacific Partnership

One of President Trumpdés first decisions was
TransPacific Partnership. In doing so, he not only fulfiled a cagp@romisei he avoided wasting
further time on a proposed deal that faced major opposition from both parties in this coumniry.2016
campaign, Secretary Clinton had also promised to oppose the TPP if she had been elected.

The U.S. withdrawal fromTPP allows the United States to pursue better and fairer trade
relationships with the 11 other countries in the TPP. It should be noted that the United States already has
free trade agreements with six TPP countries: Canada, Australia, Mexico, ChileaieSingapore. In
2017, these countries accounted for 47 percent of the total gross domestic product (GDP) of the 11 TPP
countries. As discussed above, the United States is currently in talks to update our free trade agreement
with Mexico and Canada.

The five remaining TPP countries are Japan, Vietnam, Malaysia, New Zealand, and Brunei. Japan
is by far the largest of theseonomie$ it accounts for 87 percent of their combined GDP. Since President
Trumpbés visit with JalpeaniébsuaryP20i7 nhe Uiitéd biatesthasmads tldam z o
that it seeks a closer trade relationship with Japan. President Trump has also indicated a willingness to
engage with the other TPP countrie®ither individually or collectivelyy on terms that willead to
significantly improved market outcomes. In 2018, the Trump Administration will continue efforts to build
stronger, better, and fairer trading relationships with these countries.

C. Seeking Bilateral Market Access for U.S. Agriculture

As highlighted in theReport to the President of the United States from the Task Force on
Agriculture and Rural Prosperity Amer i cads farmers and ranchers rel
economic growth for rural America. In 2016, 20 percent ohfaacome was generated by exports to the
96 percent of the worl dds consumers that | ive out
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and businesses exported $159 billion of agriculture and agriculture related products, an increase of four
percent over 20186.

The dayto-daywork of the Office of the U.S. Trade Representative and the U.S. Department of
Agriculture to monitor actions by trading partners and eliminate unfair trade barriers is a central and vitally
important part of our strategy to expand U.S. food and agrialilaxports. The 2017 Annual Report
highlights key successes in eliminating unfair and protectionist barriers to U.S. agricultural exports in 2017,
but we can and will do better.

The Trump Administration will areteated faily. Theol s t c
Administration will use a whole of government approach to resolve barriers under our Trade Investment
Framework Agreements, free trade agreement committees and other dialogues. This work also includes
the daily engasaersessstaffin®@3 offiteS &yedng 171 countries and U.S. Department
of State officers in over 180 countries to prevent and quickly resolve trade issues afdmoytproblems.

Further, building coalitions with other likminded countries will mut i p 1l vy t he Admi ni
effectiveness to advance science andbiged regulatory policies for new technologies, animal health and
plant health.

To combat the myriad of unfair trade barriers facing U.S. food and agricultural exports, the Trump
Administration is also prioritizing its efforts for 2018 and will be working to resolve unfair trade barriers
around the worldor the full range of commodities, food, beverages, and agriculture products used for
industrial inputs. For example, building oroflk completed in 2017, we will seek to open Argentina to
U.S. pork and fruit; achieve science based standards for U.S. beef to Australia; resolve barriers to American
lamb, beef, horticultural products and processed foods to Japan; establisiupdamakets for U.S. rice
to Colombia, Nicaragua and China; resolve access issues with the European Union for U.S. high quality
beef; reopen the Indian market to U.S. poultry and open it to pork; work with Middle Eastern countries,
China and elsewhere on fooertficates, where necessary, based on science; open Vietnam to meat offal;
and resolve barriers to U.S. corn and soybeans derived from agricultural biotechnology in various countries.
The Administration has prioritized removing barriers to U.S. expor@hina, our second largest market
in 2017 and the market with 1 mmedi ate and substa
far mer s, rancher s, and agribusiness. These are ol
Amer i c a 6and rangahermexpanded opportunities to market their products around the world.

d. Other Negotiations

As shown above, the United States currently has a very ambitious negotiating agenda. The scope
of our current activity as well as our lack of confived deputie$ necessarily limits our ability to engage
in other negotiations. Furthermore, any trade deal to be approved by the Trump Administration must be
consistent with the principles discussed throughout this Agenda. Nevertheless, we rematedriteres
efforts to develop new trade rules that will promote efficient markets around the world. With this
background in mind, we continue to analyze negotiations undertaken by the prior administration, including
negotiations for a proposed Trade in Sezgidgreement, as well as the proposed Frdtemtic Trade and
Investment Partnership between the United States and the European Union, in which the European Union
has expressed little interest so far. If we see opportunities to use prior negotiatidhedix to advance
the Presidentdéds Agenda, and to build stronger mar
hesitate to seize them.

SBased on the WTO Agriculture Sectors, data fluralm t he U
Trade System.
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C. Enforcing and Defending U.S. Trade Laws

The Trump Administration understands that there are no suckésgfa agreements without
enforcement. It will continue to use U.S. trade laws and international enforcement mechanisms to ensure
that other countries treat America fairly and play by the rules of existing international trade agreements.
The United Stas has for years expressed serious and growing concerns that the WTO dispute settlement
system is diminishing U.S. rights to combat unfair trade, effectively rewriting WTO rules. The Trump
Administration shares those lostanding concerns and is deteradrtoensure the WTO remains a rules
based system, with WTO disputes handled according to the rules as agreed by the United States.

1. Section 301

Section 301 of the Trade Act of 1974 (Trade Act) is designed to address foreign unfair trade
practices.Section 301 may be used to enforce U.S. rights under bilateral and multilateral trade agreements
and also may be used to respond to unreasonable, unjustifiable, or discriminatory foreign government
practices that burden or restrict U.S. commerce. ForgbearBection 301 may be used to obtain increased
market access for U.S. goods and services, to provide more equitable conditions for U.S. investment abroad,
and to obtain more effective protection worldwide for U.S. intellectual property.

The Section 30brovisions of the Trade Act provide a domestic procedure whereby interested
persons may petition the USTR to investigate a foreign government act, policy, or practice that may be
burdening or restricting U.S. commerce and take appropriate action. UST Rhays seHinitiate an
investigation.

In each investigation, USTR must seek consultations with the foreign government whose acts,
policies, or practices are under investigation. If the acts, policies, or practices are determined to violate a
trade agreeant or to be unjustifiable, USTR must take action. If they are determined to be unreasonable
or discriminatory and to burden or restrict U.S. commerce, USTR must determine whether action is
appropriate and if so, what action to take.

Actions that USTR mga take under Section 301 include to: (1) suspend trade agreement
concessions; (2) impose duties or other import restrictions; (3) impose fees or restrictions on services; (4)
enter into agreements with the subject country to eliminate the offending erastito provide
compensatory benefits for the United States; and/or (5) restrict service sector authorizations. After a
Section 301 investigation is concluded, USTR i s r¢
any agreements entered intwr, measures undertaken, to resolve a matter that was the subject of the
investigation. If the foreign country fails to comply with an agreement or USTR considers that the country
fails to implement a WTO dispute panel recommendation, USTR must detertmadusther action to
take under Section 301.

Chinabs acts, policies, and practices related
innovation. On August 14, 2017, the President issued a Memorandum (82 FR 39007) to the U.S. Trade
Representativinstructing USTR to determine, consistent with section 302(b) of the Trade Act of 1974 (19
U.S.C. 2412(b)), whether to investigate any of China's laws, policies, practices, or actions that may be
unreasonable or discriminatory and that may be harming idameintellectual property rights, innovation,
or technology development.

Pursuant to the Presidentés Memor andum, on Au(
under section 302(b) of the Trade Act (19 U.S.C. 2412(b)) to determine whethpohcitss, and practices
of the gvernment of China related to technology transfer, intellectual property, and innovation are
unreasonable or discriminatory and burden or restrict U.S. commerce.
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The acts, policies, and practices of the government of Chinetetirat the transfer of U.S. and

ot her foreign technologies and intellectual prope:|
a |l eader i n a number of i ndustries, including adyv:
inChimm 20250 industri al pl an, and ot her similar i nd

acts, policies, and practices take many forms. The investigation initially will consider the following specific
types of conduct:

First, the Chinese gowement reportedly uses a variety of tools, including opaque and discretionary
administrative approval processes, joint venture requirements, foreign equity limitations, procurements,
and ot her mechanisms to r egul atséanChina,inondereorreq@rea e i n
or pressure the transfer of technologies and intellectual property to Chinese companies. Moreover, many
U.S. companies report facing vague and unwritten rules, as well as local rules that diverge from national
ones, which g applied in a selective and nontransparent manner by Chinese government officials to
pressure technology transfer.

Second, the Chinese governmentds acts, policie
of the ability to set market based terimsicensing and other technologglated negotiations with Chinese
companies and wundermine U.S. companies6 control |

Regulations on Technology Import and Export Administration mandate particular termsidomities
and ownership of technology improvements for imported technology, and other measures also impose non
market terms in licensing and technology contracts.

Third, the Chinese government reportedly directs or unfairly facilitates the systemasitrient
in, or acquisition of, U.S. companies and assets by Chinese companies to obtain cutting edge technologies
and intellectual property and generate large scale technology transfer in industries deemed important by
Chinese government industrial plans.

Fourth, the investigation will consider whether the Chinese government is conducting or supporting
unauthorized intrusions into U.S. commercial computer networks or cyber enabled theft of intellectual
property, trade secrets, or confidential business nmdition, and whether this conduct harms U.S.
companies or provides competitive advantages to Chinese companies or commercial sectors.

In addition to these four types of conduct, USTR also will consider information on other acts,
policies, and practices dfhina relating to technology transfer, intellectual property, and innovation
described in the Presidentodés Memorandum t hat might
through other applicable mechanisms.

Pursuant to section 302(b) (1) (Bj the Trade Act (19 U.S.C. 2412(b) (1) (B)), USTR has
consulted with appropriate advisory committees. USTR also has consulted with members of the
interagency Section 301 Committee. On the date of initiation, USTR requested consultations with the
governnent of China concerning the issues under investigation, pursuant to section 303(a) (1) of the Trade
Act (19 U.S.C. 2413(a) (1)).

USTR held a public hearing on October 10, 2017 and two rounds of public written comment
periods. USTR received approximat&§ written submissions from academics, think tanks, law firms,
trade associations, and companies.

Under section 304(a)(2)(B) of the Trade Act (19 U.S.C. 2414(a)(2)(B)), the U.S. Trade
Representative must make his determination within 12 months fromténefdae initiation whether any
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act, policy, or practice described in section 301 of the Trade Act exists and, if that determination is
affirmative, what action, if any, to take.

2. Section 201

Modern U.S. trade agreements rest on the expectatiorethating barriers to trade will increase
opportunities for U.S. exporters and decrease costs to consumers. But they have also recognized that
sometimes these expectations do not bear out, and that domestic industries facing increased imports will
come uneér unusual competitive stress. To address these possibilities, all of our trade agreements have
provisions, known as fAescape clauseso or fsafegu:
impose temporary trade restrictions when increased ipbia product harm domestic producers of that
product.

Section 201 of the Trade Act of 1974 provides one such mechanism. It allows domestic producers
to request the U.S. I nternational Trade Commi ssi
imports and their effects on the U.S. market. If the ITC finds that imports have increased such that they are
a substantial cause of serious injury, or the threat thereof to a domestic industry producing an article like or
directly competitive with the iported articles, the President shall take all appropriate and feasible action
within his authority he considers necessary to facilitate efforts by the domestic industry to make a positive
adjustment to import competition, as long as the economic and beciefits of such action are greater
than the costs.

The last time the United States used Section 201 was in 2002, when President Bush imposed
temporary tariff increases on a number of steel products. Steel producers used the respite to restructure
their operations, emerging from the process stronger and more competitive than before. During the
campaign, President Trump committed to use Section 201 to remedy trade disputes and get a fair deal for
the American people.

In May and Jun€017, U.S. producer§iled petitions with the ITC requesting investigations of
imports of solar cells and modules, and of large residential washing machines. The ITC conducted thorough
investigations and determined in both cases that increased imports were a substamtifilsesiosls injury
to U.S. producers. President Trump used his authority under Section 201 to increase tariffs on solar cells
and modules by 30 percentage points, and to impose a 50 percent additional tariff on imports of washing
machines beyond historievels.

a. Large residential washing machines

During the 2012016 period, following an investigation initiated at the request of U.S. producers
Whirl pool and Gener al Electric (AGEO), the United
on washer imports from Korea and Mexico. However, the main Korean producers, LG and Samsung,
frustrated the remedial purpose of these tariffs by shifting production to China. Whirlpool and GE then
obtained antidumping duties on imports from China, which ptechhG and Samsung to shift their
production operations again. The U.S. producers then turned to Section 201, which provides for application
of trade restrictions against al | countries, I i mi
operations from one country to another.

The ITC investigation revealed that the volume of imported washing machines nearly doubled from
2012 to 2016. Samsung and LG engaged in significant underselling and aggressive pricing, forcing
Whirlpool and GE to reduce prices to defend their market share The domestic produ.
conditioni already harmed by earlier dumping and subsidizdtismrsened, and they had to cut capital
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and research and development spending. The ITC determined that the injury to the domestic industry was
serious, ad that increased imports were the most important cause of that injury.

U.S. producers stated that if the President imposed robust import restrictions on increased imports,
they would maximize capacity utilization to expand production, reconsider cdrtpilg@jects in
development, and invest in product line improvements. The Korean producers announced that they would
expedite their plans to locate washing machine production in the United States, with Samsung in Newberry,
South Carolina, and LG in Clark#lei, Tennessee. They set a goal of producing the large majority of their
washing machines for the United States market in the United States before 2020.

The President responded to -thAeel dCésaf({ NTRQQY}>
of finished washing machines, with an additional 20 percent ad valorem tariff for the first 1.2 million units
and 50 percent ad valorem for subsequent imports. There is also a TRQ for certain large parts of washing
machines, with an additional 50 percent atbxem tariff on imports beyond historic levels. The tariffs
should result in the quantity of imports decreasi|
prices to recover, and provide the revenue they need to improve their facilitiesradddatnew features
on their products. The tariffs will also encourage Samsung and LG to move quickly to transfer production
to the UnitedStates, bringing more new, wglhying jobs. To ease the transition from importing to
domestic production, limiteduantities of washing machines and parts are exempt from the additional
duties.

b. Solar cells and modules

The situation with crystalline silicon photovc
pattern similar to washers, thithe added dimension of tradistorting effects from Chinese state industrial
planning that targeted the solar industry. Over the last ten years, China has used state incentives, subsidies,
and tariffs to dominate the global solar supply chairbsktare of global cell production skyrocketed from
7 percent in 2005 to 61 percent in 2012. |t now
percent of solar modules.

U.S. producers sought relief from these trade practices through applidatitfaiotrade remedies.
In 2011 and 2013, they successfully petitioned for antidumping duties, first against China and then against
Taiwan. But in both cases, CSPV solar goods from other cesintmainly produced by Chinessvned
operation§ enteredhe U.S. market in place of goods subject to tradeddss. The two remaining large
scaleU.S. producers then turned to Section 201, which results in application of trade restrictions against all
countries, i mi ting f or dds gyimoying opdrations frosnneaduntry iot y t o
another.

The ITC investigation revealed that from 2012 to 2016, U.S. imports of CSPV solar cells and
modules grew nearly sifold, and prices fell dramatically. Most U.S. producers ceased production entirely,
or moved their facilities to other countries. Despite very favorable demand conditions, prices fell. Those
producers who remained were operating at below full capacity and employment levels, and suffered
consistently negative financial performance. Seheonditions forced them to reduce capital investment
and research and development expenditures. The ITC determined that the injury to the domestic industry
was serious, and that increased imports were the most important cause of that injury.

U.S. produers of both cells and modules made commitments that, if import relief were granted,
they would increase capacity and capacity utilization, and invest in research and development. They also
believed that import relief would create favorable market canditthat would incentivize other producers
to build new facilities in the United States.
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The President responded to the 1 TCb6bs findings
cells and modules. He exempted 2.5 gigawatts of cell importsti®measure, which will ensure supply
of cells to U.S. producers who make modules using imported cells. These measures will increase
production of solar cells and related manufacturing employment, and help to ensure a vibrant solar energy
industry in theUnited States in the long term.

3. Antidumping and Countervailing Duties

The U.S. Department of Commerce (USDOC), through its Enforcement and Compliance Unit,
rigorously enforces U.S. trade laws by conducting antidumping and countervailing duty investigations in
response to U.S. industry petitions alleging that imports arglikimped (sold at less than fair value) or
unfairly subsidized. The independent U.S. International Trade Commission (USITC) then determines
whether those imports are materially injuring, or threatening material injury to, the competing U.S. industry.
Investigations vary widely in scope and complexity, and will result in an antidumping and countervailing
order upon affirmative determinations by both USDOC and the USITC. These orders direct Customs and
Border Protection to collect duties on dumped or idgfaubsidized goods coming into the country, giving
relief to domestic industry harmed by unfair trading practices. USDOC continues to monitor and enforce
its antidumping and countervailing orders through various proceedings and defends its detemmmation
U.S. courts and before WTO and NAFTA dispute settlement panels.

a. Increase in Investigations

In the first year of President Trumpbés Adminis
and countervaithg duty investigations- a 59 percentncrease from the last year of the previous
administration. Eightywo of those investigations were initiated in response to petitions from domestic
industries. These investigations have covered a wide range of products from steel to chemicals to
agricutural products from across the globe.

b. SelfInitiation of Investigations

While unfair pricing and government subsidies are most often addressed through the filing of
antidumping and countervailing duty petitions by the affected U.S. industry, USDO@aasesses the
statutory authority to selfitiate antidumping and countervailing duty investigatiolmsNovember 2017,
for the first time in over 25 years, USDOC siglitiated two investigations, an antidumping investigation
and a countervailing duipvestigation, on common alloy aluminum sheet from Chig&lf-initiation can
shield potential U.S. petitioners that may face retaliation by the exporting country, and can provide small
or fragmented U.S. industries with needed assistance. It is glsteatially valuable tool to address
attempts to circumvent our existing antidumping and countervailing duty orders. Going forward, the
Administration intends to fully utilize all the tools available under U.S. law, includingrsgtition of
antidumpig and countervailing duty investigations, to help address unfair trade practices.

4, Section 232

In 2017, the USDOC launched investigations into the effect of steel and aluminum imports on U.S.
national security under Section 232 of the Trade Expansion Act of 1962, as amended. In reports submitted
to the President in January 2018, the USDOC fountttiese imports threaten to impair the national
security. In the case of stesix basic oxygen furnaces and four electric furnaces have closed since 2000
andemployment has dropped by 35 perceinte 1998. For certain types of steel, such as for electrical
transformers, only one U.S. producer remains. In the caskuminum, employment fell by 58 percent
from 2013 to 2016, six smelters shut down, and only two of the remaining five smelteperatng at
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capacity, even though demand has grown considerably. To curb these imports and protect national security,
USDOC proposed three options to the President in the form of global tariffs, targeted tariffs with global
guotas, and global quota3he President may choose to adopt or modify these recommendations or may
take no action under Section 232.

5. Defending U.S. Trade Remedy Laws at the WTO

For decades, Congress has maintained a series of laws designed to prevent foreign governments or
companies from injuring U.S. companies and workers through unfair practices such as dumped or
subsidized imports, or by harmful surges of imports. These laws have been a critical aspect of the bargain
between the U.S. Government and American workers, faymenchers, and businesses (large and small)
that has long supported the free and fair trade system in this country. These laws have also reflected the
core principles and legal rights of the multilateral trading system since its founding in 194veviiérteral
Agreement on Tariffs and Trade (GATT). It is notable that Article VI of the GATT in the strongest

|l anguage possible, states that injurious dumping
Subsidies and Countervailing Measures gjpadly permits Members to impose countervailing duties in
response to another Memberds injurious subsidies

foundation to the implementation of the WTO agreements, and to avoid market distortiansritiital
that WTO members fully recognize their centrality to the international trading system.

Accordingly, efforts by the United States to defend U.S. trade remedy laws at the WTO are critical
to ensure that the United States maintains its rightdpored to unfair trade practices and maintains a
fundamental basis for U.S. support for the WTO. Accordingly, the United States vigorously defends the
use of U.S. trade laws against challenges in a number of WTO disputes as a top Administration priority.

For instance, in an ongoing disp@t€hina is challenging the ability of the United States to reject
and replace nemarket prices or costs in the context of @htinping investigations involving Chinese
producers and exporters. China assertsthat WTibler s agr eed i n Chinabds Acce
time period after which market economy conditions would automatically be deemed to exist in China (or a
Chinese industry or sector), no matter what the actual facts in China revealed.

Thatiswrong. The expiry of one provision of Chinat6s A
not mean that WTO Members no longer have thktyaho reject and replace nemarket prices or costs
for purposes of antidumping comparisons. Rather, the legal aythoriteject prices or costs not
determined under market economy conditions flows from GATT 1994 Articles VI:1 and VI:2 and the need
to ensure comparability of prices and costs when establishing normal value. This authority exists in Articles
VI:1 and VI:2and is reflected in legal text and consistent practice spanning decades: the proposal to amend
Article VI:1 and eventual adoption of the Second Note Ad Article VI:1 (13%)¢ confirming the legal
authority existed in Articles VI:1 and VI:2; the GATT Sedr ar i at revi ew of Contract
of Articles VI:1 and VI:2, demonstrating a subsequent, common practice rejectirgankat prices or
costs in determining normal value (1957); the Asiens to the GATT of three nanarket economiek
Pdand (1967), Romania (1971), and Hungary (1978) which the GATT contracting parties affirmed
their existing ability to rejectnemar ket prices or costs in situations
Second Note; Article 2 of the WTO AdllumpingAgreement (1995), bringing forward the key concepts
from Article VI:1 and repnbpeci nogmpahrdetermidell t € h as
prices or costs are necessary for antidumping com

4 United State$ Measures Related to Price Comparison Methodologies (WT/DS515).

5 See, e.g.the shared U.S. / EU legaiterpretation submitted iEU i Measures Related to Price Comparison
Methodologies (WT/DS516), found at
https://ustr.gov/sites/default/files/enforcement/WTO/US.Legal.Interp.Doc.fin.percent28publicpercent29.pdf
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(2001), which clarifies that domestic prices o0r coc
for the industry under investigation, but domestic prices or costs may be rejected when market economy
conditions do not prevail. The evidencei®rwhelming that WTO Members have not surrendered their
longstanding rights in the GATT and WTO to reject prices or costs that are not determined under market
economy conditions in determining price comparability for purposes of antidumping comparisons.

And the facts demonstrate that China, over 16 years after it joined the WTO, still has not
transitioned to an economy that operates based o
continues to intervene heavily in the market and significantljodi prices and costs to the advantage of
domestic industries. This is leading to severe stresses in the international trading system, including
significantly distorted prices and severe excess capacity and overproduction, with the resulting surplus
product dumped all over the world. China does not have the right to engage in government interference
and intervention in market mechanisms, distorting market outcomes and undermining WTO rules, without
conseqguence. The United States will vigorously defhisdposition at the WTO along with a strong and
growing group of Members who share this position.

Another i mportant di spute is one brought by C
maintained by the U.S. Department of Commerce and the Interalafimde Commission in antidumping
and countervailing duty proceeding€anada is seeking to invent new obligations not reflected in the text
of the WTO Agreement. This is a broad anehdvised attack on the U.S. trade remedies systéi8.
trade reredies ensure that trade is fair by counteracting dumping or subsidies that are injuring U.S. workers,

farmers, and manufacturersilor eov er |, Canadads cl aims threaten t he
wor kers agai nst un fngplaintisthuseaddor Canadalas Wedl. nTénel Unibed States
will vigorously defend against Canadaébés unfounded

In another example, the United States successfully defended against a challenge Indonesia brought
against U.S. countervailing dutiesidonesia has been subsidizing its domestic pulp and paper industry for
years. The U.S. Department of Commerce (USDOC) has conducted three investigations of alleged subsidy
programs benefitting Indonesian paper producers, most recently with respecbatedngaper in 2016.
Pursuant to the USDOCO0s 2010 investigation of <co
standing timber to domestic logging companies at less than adequate remuneration; banned log exports,
which kept log prices to domesticaolucers artificially low; and forgave debt by permitting an affiliate of
the respondent paper producer to purchase hundr ed:
The United States International Trade Commission (USITC) then madfiramative threat of injury
determination. Almost five years later, Indonesia brought a challenge at the WTO, claiming that the United
States acted inconsistently with its WTO obligations.

The WTO rejected all of | nd amiegsvictaryfer the Undeid ms i n
States. The WTO found that the USDOC and USITC determinations with respect to coated paper from
I ndonesia fully comply with WTO rul es. The WTO

rel ating t o ngottieuwtdd ThE Bnited Btates will dontinue to administer its trade remedy
laws to ensure that U.S. workers and industries receive relief when there is injury or threat of injury from
dumped or subsidized imports.

6. Protecting U.S. Rights undernternational Trade Agreements

The United States is committed to strong enforcement of U.S. rights under international trade
agreements. To that end, we are using all of the enforcement tools at our disposal. The United States has

6 USi Certain Systemic Tradeemedies Measur€#/T/DS535).
7 WT/DS491/R, adopted January 22, 2018 (WT/DS491/6).
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moved forward with aaumber of dispute settlement matters where the United States is challenging the
measures of other WTO Members that are denying the United States the benefits it was promised under the
WTO Agreement. In addition to trade remedy disputes discussed ab@ldnitad States has vigorously
defended challenges to U.S. measures. The following are some examples that demonstrate U.S. efforts to
protect U.S. rights.

a. Offensive Enforcement Actions

The United States, working together with New Zealand, chadlehg | ndonesi ads i mpol
regimes for horticultural products and animals and animal products. Indonesia maintains a complex web
of import licensing requirements that restrict or prohibit imports of horticultural products and animal
products from théJnited States. These restrictions cost U.S. farmers and ranchers millions of dollars per
year in lost exprt opportunities in Indonesia.

The WTO found that all 18 Indonesian measures challenged by the United States are inconsistent
wi t h | nd o nobligatiandand avéTh@ justified as legitimate public policy measurBsis is a
complete victory for the United States and New Zealand.

The United States has challenged the excessive government support China provides for production

of rice, wheat, athcorn’ | n 2015, Chinads fAmarket price support
nearly $100 billion in excess of the Il evels Chin
market price support for rice, wheat, and corn inflates Chipréses above market levels, creating artificial

government incentives for Chinese farmers to incre

government support on behalf of American rice, wheat, and corn farmers to help reduce distorimms for
wheat, and corn, and help American farmers to compete on a more level playing field. This dispute presents
issues of systemic importance. USTR had a panel established in 2017 and will pursue this case
aggressively.

The United Stateshasalsch al | enged Chi n a 6 gategdotas (NRQs)tforrad, i on o
wheat,andcorf. The Uni ted States Department of Agricultur
these commodities were worth over $7 billion in 2015. If the TRQs had beendatly China would have
i mported as much as $3.5 billion worth of additio
their WTO commitments and limit opportunities for U.S. farmers to export competitively priced, high
guality grains to customeiis China. USTR had a panel established in 2017 and will also aggressively
pursue this challenge.

I n another di sput e, the United States succes
agricultural product s. | nditaedgs, ard dive pigs waspltegediyu ct s ¢
maintained to protect India against avian influenza. The WTO agreed with U.S. claims that, for example,
Indi ads ban was not based on international standa
produ¢ s in favor of I ndian product s, I ndi abs measur
it is safe to import U.S. products meeting intern

to the characteristics of U.S. exporting regid

8WT/DS477/AB/R, WT/DS478/AB/R, adopted November 22, 2017.

9 Chinai Domestic Support for Agricultural Produce(d/T/DS511).

10 Chinai Tariff Rate Quotas for CertaiAgricultural ProductyWT/DS517).
11 WT/DS430/11.
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This victory helps address barriers to the Indian market for U.S. farmers, including those in the
U.S. poultry industry in particular, and also signals to other WTO Members that they must ensure that any
avian influenza restrictions they impose greunded in science, such as by taking into account the limited
geographic impact from outbreaks, and are not simply a disguise for protectionism. After India failed to
comply with the WTO recommendations and rulings within the agreed reasonable p&n thfe United
States requested WTO authorization to suspend over $450 million in concessions or other obligations with
respect to India peryefand t hat request is in arbitration. I
claim of subsequently hawyj complied, and that proceeding is also underway. The United States is
vigorously working to protect U.S. rights in these simultaneous proceedings.

The United States also is challenging Canada?os
storesCanadads regulations discriminate against U.S.
sold on regular grocery store shelves while imported wine may be sold in grocery stores only threugh a so
called Astore within Ilaigaoustymwerkto protett&. rigghtsithtoegh thiSt at e s
dispute.

b. Defensive Enforcement Actions

The United States has also achieved significan
to U.S. actions. As noted above, USTR prevailed in alerige brought by Indonesia against U.S.
countervailing measures on paper products.

The United States also achieved a complete victory in an EU challenge involving aircraft. The EU
chall enged Afconditional t ax i ncegton invrdasion osthea b | i s h
devel opment , manuf act ur e  alleging that seaen suchadx indertiveg werec i v i |
prohibited subsidies. The EU approach would have hadefahingimplications for the ability of
Members to provide incentés based on where a product was produced. The United States however
explained why the EU arguments were in error and that the WTO did not prevent the United States from
maintaining the measures at issue. The WTO agreed with the United States, fiadimanthof the seven
challengedprograms were prohibited impa@tbstitution subsidies.

The WTO also found in favor of the United States in a panel report rejecting almost all claims by
the European Union (EU) that (bild.tosslllapedvitldirgast. t o Bo
The EU challenged 29 U.S. state and federal programs that allegedly conferred $10.4 billion over six years
in subsidies to Boeing, but the panel found that 28 of the 29 programs were consistent with WTO rules.
The mnel found only one statevel program, which had an average value of $1GELi® million in the
20132015 period, to be contrary to WTO rules. The United States disagrees, the panel report is currently
on appeal, and the United States is vigorouslgdefd i ng agai nst the EU6s cl ai m¢

C. U.S. Concerns with WTO Dispute Settlement

The United States considers that, when the WTO dispute settlement system functions according to
the rules as agreed by the United States and other WTO Memlipeosjidtes a vital tool to enfoecWTO
rights and uphold a ruldsased trading system. However, the United States has been raising its concerns
for well over a decade that a number of WTO dispute settlement reports have not followed those rules.

The mostsignificant area of concern has been panels and the Appellate Body adding to or
diminishing rights and obligations under the WTO Agreement. In 2002 and again in 2015, the U.S.
Congress mandated that the Executive Branch consult with it on strategiels@ssaconcerns that WTO

12 WT/DS430/16.
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dispute settlement reports were adding to or diminishing U.S. rights or obligations by not applying the
WTO Agreement as written. Detailing numerous examples and concerns raised in U.S. statements to the
Dispute Settlement Bodyh¢ Bush and Obama Administrations stated that they would pursue reforms and

seek to ensure in each dispute that WTO adjudicators follow the rules and perform their functions
appropriately:* In 2005 the United States also proposed formal guidance for Msnabadopt to reaffirm

t hat @A WTO adjmudtitakeactre thaeanyirdetpretive approach they may use results neither

in supplementing nor in reducing the right% and o

These efforts have hgielded significant results. Concerns abound that dispute reports have added
to or diminished rights or obligations in varied areasch as subsidies, antidumping duties, and
countervailing dutie$? standards (under the TBT Agreement); and safegd&urésr example:

1 The United States and several other Members have expressed significant concerns with a
number of Appellate Body interpretations that would significantly restrict the ability of
WTO Members to counteract tradestorting subsidies providetirough SOEs, posing a
significant threat to the interests of all markeiented actors’

1 In a number of disputes, the United States has expressed concerns with the Appellate
Bodyos i nt er prdistrimibation obligation underethe TBTnAgreent®
which calls for reviewing factors unrelated to any difference in treatment due to national
origin. The United States has pointed out that this approach could find that identical
treatment of domestic and imported products could nonetheless be fodisdriminate
against imported products due to differences in market impact. There is nothing in the text
or negotiating history of the TBT Agreement to support that Members had ever negotiated
or agreed to such an approagh.

1 The United States disagreadth panel and Appellate Body reports in tb& i FSC
dispute, which resulted in an interpretation under which WTO rules do not treat different
(worldwide vs. territorial) tax systems fairlyThis dispute disregarded the broader

13 See, e.gthe 2015 Executive Branch Strategy Regarding WTO Dispute Settlement Panels and the Appellate Body
TReport to the Congress Tr ans mi t teesathetmg, hawever, cBraiofindintgar v o f
resulting from the dispute settlement system have raised significant concerns, including in connection with reports
involving U.S. trade remedies. The U.S. experience with these issues in the period since the mgoeibus

Congress, along with the focus on trade remedies experienced in WTO dispute settlement overall, has amplified certain

of these concerns. The Executive Branch is committed to addressing these concerns through our participation in the
currentdispt e settl ement system as wel |l as the ongoing WTO r
4 TN/DS/W/82/Add.1 and Corr.1.

15 See examples given in 2015 Executive Branch Strategy Regarding WTO Dispute Settlement Panels and the
Appellate Body-- Report to the Congress Transmitted by Secretary of Commerce, ai 9.

16 See, e.gMinutes of the March 8, 2002 DSB meeting (WT/DSB/M/121), para. 35.

YFor example, the United States and several ot her Memb
bodyo (can antoSdfer alsubsidy) ered mre simultaneous application of countervailing duties and
antidumping duties under a nomarket economy methodology in the DS379 dispute. Dispute Settlement Body,
Minutes of Meeting Held on March 25, 2011, WT/DSB/M/294, at 1&(})21 (Mexico), 22 (Turkey), 24 (EU), 25

(Canada), 25 (Australia), 26 (Japan), 29 (Argentina). See also 2015 Executive Branch Strategy Regarding WTO
Dispute Settlement Panels and the Appellate BedReport to the Congress Transmitted by the Secreifry
Commerce, at 123.

BWTO Agreement on Technical Barriers to Trade (TBT Agreement).

19 See, e.g.Minutes of the June 13, 2012 DSB meeting (WT/DSB/M/317), para. 13 et seq., and July 23, 2012 DSB
meeting (WT/DSB/M/320), para. 94 et seq.
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perspective that, in th@ATT, Members had agreed to an understanding that a country did
not need to tax foreign income, and there was no evidence that the U.S. FSC distorted trade
or was more distortive than the territorial tax system used by most other WTO Members.

1 Inanumbenf di sputes, the United States has exp
norrtextbased interpretation of Article XIX of the GATT 1994 and the Safeguards
Agreement has seriously undermined the ability of Members to use safeguards measures.

The Appdlate Body has disregarded the agreed WTO text and read text into the
Agreement, applying standards of its own devisthg.

1 Another area of concern is that the Appellate Body in effect created a new category of
prohibited subsidies that was neither negetiahor agreed by WTO Members§ i
CDSOA.?! The U.S. Congress had made a policy decision to assist industries harmed by
illegal dumping and subsidization, and no provision in the WTO Agreement limits how a
WTO Member might choose to make use of the fuddected through antidumping and
countervailing duties.

It has been the longstanding position of the United States that panels and the Appellate Body are
required to apply the rules of the WTO agreements in a manner that adheres strictly to thentesd of t
agreements, as negotiated and agreed by its Members. Over time, U.S. concerns have increasingly focused
on the Appell ate Bodyodés disregard for the rules a
the Congress have voiced those concerrsitanUnited States called for WTO adjudicators to follow their
role as laid out in the DSU. But the problem has been growing worse, and not better. Following are some
examples of concerns with the approach of the Appellate Body that the United Statésdthin the WTO
over many years.

i. Disregard for the 9@day deadline for appeals

Since at least 2011, the United States and other Members have been expressing concern regarding
t he Appell ate Bodyds dedaydeadinefodeociding appealssetoutihWTOmand a't
rules. Instead, the Appellate Body has assumed the authority to take whatever time it considers appropriate
for individual appeals. However, WTO Members agreed inJheerstanding on Rules and Procedures
Governing theSettlement of DisputésDSU) t hat f or each appeal A[i ] n n
9 0 dZ yhe 9Quay deadline helps ensure that the Appellate Body focuses its report on the issue on
appeal. The Appellate Body has never explained on whaitbegis it could choose to breach a clear and
categorical rule set by WTO Members.

Until 2011, the Appellate Body respected this deadline, including where necessary consulting with
and obtaining the agreement of the parties to an appeal to extenddfieeléor that appeal. However,
the Appellate Body has changed its approach. It no longer consults with the parties, but simply informs the
Dispute Settlement Body that it will not comply with the DSU deadline. In recent years, the Appellate

20 See, e.g.Minutes of the May 16, 2001 DSB meeting (WT/DSB/M/105), para. 41 et seq., and March 8, 2002
(WT/DSB/M/121), para. 35 et seq.

21 SeeMinutes of the January 27, 2003 DSB meeting (WT/DSB/M/142), para. 55 et seq.

22 Article 17.5 of the DSU.
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Body has Bso declined to comply with the requirement in the DSU to provide, within 60 days, an estimate
of the period within which it will submit its repait.

Two examples of the Appell ate Bodyb6és approac]
proceedings invoing the United States and the European Union concerning large civil aircraft. In one
appeal, the notice of appeal was filed on October 13, 2016, and the Appellate Body informed Members by
letter of December 21, 2016 (more than 60 days after the notcpgi e al was f il ed) that:
date of the Appellate Body report in this appeal will be communicated to the participants and third
parti ci pant % Ovem yshuatter thecappeas begam, the Appellate Body has still not informed
the DSB of an estimate of the period within which it will submit its report. Similarly, in another appeal,
the notice of appeal was filed on June 29, 2017, and the Appellate Body informed Members by letter of
September 18, 2017 (more than 60 days aftertheinoe of appeal was filed) th:
the Appellate Body report in this appeal will be communicated to the participants and third participants in
due c & ButtheAppellate Body has still not informed the DSB of an estimate qfettied within
which it will submit its report.

The United States and other Members, including Argentina, Australia, Canada, Chile, Costa Rica,
Guatemala, Japan, Mexico, Norway, and Turkey, have repeatedly expressed their concerns with the
AppellateBody 6 s departure from its earlier approach an
bythe DS* One concern expressed regards the |l ack of t
Anot her concern i s how andthe regullimgddal tareselveB dishbyte) accop pr 0 ¢
with Membersé agreement that the Aprompt settl eme
benefits accruing to it directly or indirectly under the covered agreements are being impairegshyes
taken by another Member is essential to the effective functioning of the WTO and the maintenance of a
proper balance between t he? Otheygdtoncernsaxpréssed mdludegtmat i on s
fany uncertainty c orhwase deenged to becan AppeflatenBedy report cireulated
pursuant to Article 17.5, and hence the®adoption

il. Continued service by persons who are no longer AB members

Another example of a failure bydRVTO to follow the rules that apply to it arises from continued
service deciding appeals by persons who are not Appellate Body members. Recent decisions by the
Appell ate Body to, in its words, fAaut hdeBody®d a pe
continue hearing appeals created a number of very serious concerns, which the United States has
expressed®

First, and foremost, the Appellate Body simply does not have the authority to deem someone who
is not an Appellate Body member to benamber. The Appellate Body purports to find in Rule 15 of its

2 Article 1750fte DSU: #fAWhen the Appellate Body considers that
shall inform the DSB in writing of the reasons for the delay together with an estimate of the period within which it
will submit its report. o

24WT/DS316/31.

ZWT/DS353/29.

26 See, e.g.Minutes of the DSB meetings of July 15, 2011 (WT/DSB/M/299), para. 11 et seq., July 28, 2011
(WT/DSB/M/301), para. 11 et seq., October 11, 2011 (WT/DSB/M/304), para. 4 et seq., July 31, 2012
(WT/DSB/M/317), paras. 17 and 30, and June 19, 2015 (WT/DSBAY/p@ras. 7.8, 7.16, and 7.17.

27 DSU Atrticle 3.3.

28 Statement by Norway, Minutes of the DSB meeting of June 19, 2015 (WT/DSB/M/364), para. 7.16.

2% See, e.gMinutes of the DSB meeting of August 31, 2017 (WT/DSB/M/400), para. 5.4 et seq.
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Working Proceduréét he aut hority to fAdeemd as an Appell ate
whose term has expired. However, under the WTO Agreement, it is the Dispute Settlement Bibay, not
Appellate Body, that has the authority and responsibility to decide whether a person whose term of
appointment has expired should continue serving.
person who [has] cease[d] to be a membérbfe Appel® ate Bodyo.

Before 2017, Rule 15 was invoked sparingly and was used to cover relatively short extensions.
This changed significantly in 2017, as the Appellate Body invoked Rule 15 in a number of disputes, for
indefinite and extended period$ time, and even on appeals where work had not begun before the
member 6s term expired.

The United States is resolute in its view that Members need to resolve this issue before moving on
to the issue of replacing former Appellate Body members. The USitggs has noted that it is an
important issue of principle whether WTO Members are going to respect their own rules and take
appropriate action.

iii. Issuing Advisory Opinions on Issues Not Necessary to Resolve a
Dispute

The United States has been inaiagly concerned by the tendency of WTO reports to make
findings unnecessary to resolve a dispute or on issues not presented in the dispute. Article 3.4 of the DSU
provides that: ARecommendati ons and r ulatisfactpsy mad e
settlement of the matter in accordance with the rights and obligations under this Understanding and under
the covered agreements. 0 Similarly, Article 3.7
is to secure a positivesoloth t o a di spute. 0 And pursuant to Art
t he Appell ate Body are charged with making those
a recommendation, pursuant to Article 19.1, to a Member to bring a mehsutes been found to be
WTO-inconsistent into conformity with WTO rules. Accordingly, WTO panels and the Appellate Body
are not to make findings that cannot fassist the

F

The purpose of the dispute settlementsystese s not t o produce reports o
to help Members resolve trade disputes among tNgiO Members have not given panels or the Appellate
Body the power to give fadvisory opinildeedlibthas s om
the Dispute Settlement Understanding and the WTO Agreement expressly provide that WTO Members,
acting in the Ministerial Conference torende@aner al
authoritative interpretation of th&TO agreemerst®?

0 Rule150ft he Wor king Procedures for Appell ate Review (WT/ A
S'Rul e 15 provides: AfA person who ceases to be a Membel
Appellate Body and upon notification to the DSB, complete the dispesifiany appeal to which that person was

assigned while a Member, and that person shall, for that purpose only, be deemed to continue to be a Member of the
Appell ate Body. 0

32 Article IX:2 of the WTO AgreementMarrakesh Agreement Establishing the WoFldde Organizationmakes

clear that the Ministerial Conference and the Gener al
of the covered agreement s. Article 3.9 of thdthiDi sput e
Understanding are without prejudice to the rights of Members to seek authoritative interpretation of provisions of a
covered agreement through decisioaking under the WTO Agreement or a covered agreement which is a Plurilateral
Trade Agreement. 0
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The United States has repeatedly raised concerns for more than 16 years on tHisnisXQG6,
the United States proposed formal guidance for Members to adopt to reaffirm that WTO adjudicative bodies
should avoid making findings that are not aimed at resolving the dispute beforé théehthere are
numerous occasions when a panel or Alppellate Body has made unnecessary findings or rendered
fadvi sory opinions. 0 Il ncreasingly, the United S
not necessary to resolve the dispute, which contributes to delays in concluding af°dppe#.egregious
instance, the United States noted tnatre than twethirdsof t he Appel | adGpa@ddy ds a
was in the nature afbiter dicta®® The Appellate Body had reversed one finding by the panel and itself
said that thisreversstrn der ed moot al | the panel 6s findings on
Yet, the Appellate Body report then went on at great length to set out interpretations of various provisions
of the GATS?” These interpretations served no purposeegolving the disputé they were appeals of
moot panel findings. Thus, more than tivdh i r ds of the Appell ate Bodyos
advisory opinions on legal issues. This is not only contrary to WTO rules as agreed by the United States
and WTO Members, but raises concerns about the quality and purpose of such unnecessary findings.

iv. Appell ate Body Review of facts ¢
domestic lawde novo

Anot her significant concern is th@ertckedpbeof | at e E
the DSU I imits an appeal to Aissues of | aw covere
by the panel . 0 Yet the Appel | afinding Bnoeat gifferbriilegalc onsi s
standards, and has reacleemclusions that are not based on panel factual findings or undisputet facts.

The United States has also noted with concern
Member 6s domesti c | a%inaWEXdispute, thb ley facyto e pravierl isswhag @ d .

Member 6s chall enged measure does (or means), and t

33 See, e.g.Minutes of the DSB meetings of August 23, 2001 (WT/DSB/M/108), paras. 43 eesgaat(para. 50:

AfOne such boundary had been crossed in this case, an
established principle that the GATand now the WTO, dispute settlement system was designed to resolve disputes,

not to generate advisory opinions on abstract, theoreti
8etseq.€g, at par a. 8 : i |, the Appellate Bedp ltad undertalkem finmacessary analgsésyof

provisions of the DSU and invented rules, procedures, and even obligations that were simply not present in the DSU.

The United States referred Members to the communication that it had circilatexkplained the US concerns in

more detail . o), and May 23, 2dgl 6 a¢ Wp/aDaB/ M/ 37 9) ,A Thar aA.p
not an academic body that may pursue issues simply because they were of interest to them or may be to certain
Members in the abstract. Indeed, as the Appellate Body itself had said many years ago, it was not the role of panels

or the Appellate Body to 6émake | awd outside of the con
occasionto write ateat i se on a WTO agreement . But t hatSeewlsos what
the concerns raised in the November 7, 2008 Communication from the United States on concerns regarding the
Appellate Body's Report (WT/DS320/16).

34 TN/DS/W/82/Add.2.

35 See, e.g. U.S. statement at the September 29, 2017, DSB meeting
(https://geneva.usmission.qov/2017/09/28ksmentdy-the-united statesat-the-septembef9-201 ~dsbmeeting)

and November 22, 2017 DSB meetihdtfs://geneva.usmission.gov/vepntent/uploads/2017/11/Nov22.DSBdY).

36 Statement by the United States at 9 May 2016 DSB Meeting
https://geneva.usmission.gov/wepntent/uploads/2016/05/M&¢+DSB.pdf involving the dispute Argentina i

Measures Relating to Trade in Goods and Ser(iD&453).

S’General Agreement on Trade in Services (AGATSO0) .

38 See, e.g.Minutes of the DSB meeting of Ap@4, 2012 (WT/DSB/M/315), para. 74.

3% Minutes of the DSB meeting of October 26, 2Q¥6T/DSB/M/387), para. 8.9 et seq. The Appellate Body uses

the term Amuniciopal l awdo in referring to domestic | aw.

l THE PRESI DENTO6S 2018 TRARDE POLI


https://geneva.usmission.gov/2017/09/29/statements-by-the-united-states-at-the-september-29-2017-dsb-meeting/
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of the WTO agreements. But the Appellate Body consistently asserts that it can reviewrting miea

Member 6s domestic measure as a matter of |l aw rath
thus not a subject for Appellate Body review. Furthermore, when the Appellate Body reviews the meaning

of a Member 6s domeastt i gr oneiaddauraeny idefdooressnce t o a p:a
commentators have noted:

[ T] he 1l ogic of the Appell ate Bodyb6és finding [t
of law under DSU Articlel7.6] is difficult to understand. Justdbse a panel assesses

whether a domestic legal acthich represents a fact from the perspective of WTGilaw

is consistent or inconsistent with WTO law does not suddenly turn the meaning of the

domestic legal act into a question of WTO law . . .. [fdhaust. . . be a discernible line

bet ween issues of fact and issues of | aw. Af
circumscribed precisely by this distinctith.

The Appell ate Bodybs approach i s dinhrasesedneemeaboutot o nl
the purpose of insisting on an unnecessary and erroneous approach.

V. The Appellate Body claims its reports are entitled to be treated
as precedent

Without basis in the DSU, the Appellate Body has asserted its reports effestiwe as precedent
and that panels are to follow prior Appell ate Bod
consistent with WTO rules. WTO Members established one and only one means for adopting binding
interpretations of the obligatins that they agreed to: Article IX: 2 of the WTO Agreement. While
Appellate Body reports can provide valuable clarification of the covered agreements, Appellate Body
reports are not themselves agreed text nor are they a substitute for the text dratialgsnegotiated and
agreed. I ndeed, the Appellate Bodyds approach mesze
to conduct an objective assessment of the matters before them and just follow prior Appellate Body reports.

D. Strengthening the Multilateral Trading System

The WTO is an important institution, and the United States has a strong track record of building
coalitions of likeminded Members to use the WTO committee system, in particular, to pressdre non
complying econmies to bring measures into conformity with WTO rules, to advance transparency and
predictability in global trade rules, and to avert the need to resort to dispute settlement. The Trump
Administration believes that the WTO has achieved positive resudtbas the potential to achieve even
more in the future. However, for the past two decades, the United States has been concerned that the WTO
is not operating as the contracting parties envis
ability to act in its national interest.

This is not a new problem. Multiple administrations have voiced various concerns with the WTO
system and the direction in which it has been headed. First among those concerns is that the WTO dispute
settlement systeinas appropriated to itself powers that the WTO Members never intended to give it. As
discussed above, the United States has been expressing its concerns regarding WTO dispute settlement for
many years. Those concerns include where panels or the Apdgtidy have, through their findings,
sought to add to or diminish rights and obligations of Members under the WTO Agreement and encompass
a broad range of areas. The United States has grown increasingly concerned with the activist approach of
the Appellaé Body on procedural issues, interpretative approach, and substantive interpretations. These

“Jan Bohanes & Nick Lockhart 6 Thé&iGkiord Hahdbookl of lotérnatoaayTiragev i n W
Law42 (2009), quoted in the Mites of the October 26, 2016 DSB meeting (WT/DSB/M/387), para. 8.14.
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approaches and findings do not respect WTO rules as written and agreed by the United States and other
WTO Members. WTO Members need to address these conceth)eablnited States stands ready to
work with Members in this regard.

Second, there is also |l ongstanding concern in
agreements that are of critical importance in the modern global economy.

After spering close to 15 years attempting to conclude the Doha Development Agenda (DDA)
negotiations, Ministers at th&/T O6s Tent h Ministeri al Conference
acknowledged that there was no consuemhgtheTrump r eaf f
Administration will not negotiate off the basis of the DDA mandates or old DDA texts and considers the
Doha Round to be a thing of the past.

However, some WTO Members continue to cling to the DDA mandates because the associated
draft exts would have exempted their economies from meaningful new commitments and placed the burden
of new trade rules and liberalization on a small number of Members, including the United Btsitige,
future oriented work at the WTO remains severely traied by the few Members demanding that no new
work can be achieved until the DDA mandates are fulfilled. This stance of a few Members has stymied
new initiatives that could benefit todayos tradin
lar gel'y on how trade worked in 2001, at the | auncl
unacceptable.

For the WTO to be successful going forward, its membership will need to break from the failures
of the last decade, and base future worlessons learned, but also current data arid date notifications.
Moving on entails a focus on issues that are affecting our stakeholders today and into the future. The Trump
Administration seeks to work with those Members who are ready and ablgdbate free, fair and
reciprocal agreements, with the expectation that participants to these agreements will contribute
commensurate with their status in the global economy.

Third, we note the acute need for the WTO to change how it approaches queEstiereiopment.

Whil e Al east developed countriesodo (LDCs) are defi
are no WTO criteria for what designadec!| ar éddeivtes$ @I
a developing country, thuse i t | i ng i tself to all/l Afspeci al and di

countries under the WTO Agreements, as well as any new flexibilities afforded to developing countries
under current or forthcoming negotiations. In practice, this meansmtiia advanced countries like Brazil,

China, India, and South Africa receive the same flexibilities as veryriommecountries, despite these

more advanced countriesd very significant role in
that ®me institutions categorize as higir high-middle-income receive the same flexibilities as taw
low-middle-income, makes it challenging to find balance in the application of existing obligations or the
development of new commitments.

Finally, theras significant concern that the WTO is unable to manage the rise of couimtatzbly
Chinai that pay lip service to the values of free trade but intentionally avoid, circumvent, or violate the
commitments accompanying those values.

The Trump Adminigration will work with other likeminded countries to address these concerns.

1. The WTO as a Forum for Trade Negotiations

At its heart, the WTO is supposed to be a Member driven organization that should perform or fail
based on the choices made by itstibers. Some Members have become too rigid in perceiving that new
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agreements and other forms of outcomes can only occur at Ministerial Conferences, and that all work must

be tied back to the DDA mandate, with very few exceptions. Additionally, the aftfilayy country to

selfldecl|l are fidevel oping countryo status to avail its
undermines the predictability of the WTO rules and diminishes the certainty of negotiated outcomes under

new liberalization agrements.

If the WTO is to reclaim its credibility as a vibrant negotiating and implementing forum, Members
must take advantage of every opportunity to advance work and seize results as they present themselves. In
looking ahead to the period before theelfith Ministerial Conference in 2019, the United States seeks to
work with other WTO Members to begin the process of identifying opportunities to achieve
accomplishments, even if incremental ones, and avoid buying into the predictable, and ofterrmiskst, fo
of leaving everything to a package of results for Ministerial action. Whether the issue is agriculture or
digital economy, the WTO will impress capitals and stakeholders most by simply doing rather than
posturing for the next Ministerial Conference.

To remain a viable institution that can fulfill all three pillars of its work, the WTO must find a
means of achieving trade liberalization between Ministerial Conferences, must adapt to address the
challenges faced by traders today, amaost importatly i must ensure that the flexibilities a country may
avail itself of are commensurate to that countryd
agriculture, fisheries subsidies and@mmerce, among other issues and opportunities, to withkother
WTO Members on these goals.

a. WTO Agriculture Negotiations

I n 1994, Americads farmers and ranchers entere
the world, as the United States for the first time agreed to reduce import tariffecoarid agricultural
products and concomitantly reduce trade distorting domestic support and export subsidies. U.S. food and
agricultural exports since then have expanded nearly 200 percent providing important additions to
Ameri can f ar mer @atng onrcruraheommuaitiesl Steepl994, however, we have
witnessed a failure of the WTO to make significant headway in further negotiations to eliminate trade
distortions in agricultural trade. As import tariffs faced by U.S. exporters declinedhwitimplementation
of the Uruguay Round commitments, our farmers and ranchers have experienced an increase in other
unwarranted barriers imposed on our exports. As we embark in 2018, the Trump Administration will renew
efforts at the WTO in two key areast hel p Ameri cads farmers and ranch
field: areset of the agriculture WTO negotiations and enabling farmer access to safe tools and technologies.

The WTO is the critical institution to eliminate unfair policies and promote a rAasalset trading
system for agricultural producers around the world. The Trump Administration strongly supports the
continuation of the reform process as agreed to in98é Wruguay Round to eliminate unfair trade policies
and pursue the lonagrm objective of substantial, progressive reductions in support and protection.

Unfortunately, the recent negotiating history at the WTO has focused on creating exceptions for
nev unfair and protectioni st measures that run col
farmers and ranchers. With the failure of the Doha Round, the Trump Administration in December 2017
called for WTO countries to reset and reinvigorate adlgriculture negotiations to tackle the realld
international trade concerns facing agriculture today. To reset the negotiations, the United States advocates
for countries to improve the transparency of their policies and programs by providing rdandate
notifications on a timely basis. The United States also calls on countries to embrace the role that fair and
liberalized trade plays in advancing farmer welfare in all countries and to support-oréekétd reforms
as the primary objective of the WTO.
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The Administrationdos maj or focus at the WTO
notifications and transparency to inform discussions about the problems that face agricultural trade today
and to begin consideration of new ways forwardegotiations on agriculture. For productive discussions
in Geneva, the United Statesaps$ to work with WTO Members to:

1 Identify, analyze and agree on the issues facing agricultural trade today;

1 Identify unfair agricultural trade policies that the WTGutd address such as high tariffs, trade
distorting subsidies, and the application of ttariff measures;

1 Identify the reasons for WTO agriculture negotiations failure in recent years;
9 Identify a new trade approach to address these problems in the WTO.
b. Enabling Farmer Access to Safe Tools and Technologies

Regul atory barriers in foreign markets increas:c
and technologies to enhance production and provide for economideited) in rural communities.
Reguatory approaches of our trading partners that lack sufficient scientific justification, are unnecessarily
burdensome, and are not in line with international standards result in unwarranted barriers to U.S. trade and
innovation. At the WTO 11 Ministerid Conference, the United States joined with 16 other WTO
Memberétin a joint ministerial statement outlining our concerns that these barriers are having a substantial
negative impact on production of, and trade in, safe food and agricultural producte/e améde
recommendations for how to address those barriers. In 2018, the Trump Administration will build on this
work to reduce regulatory barriers to exports of food and agriculture products. Specifically, working with
a coalition of WTO countries, thénited States will advance implementation of the recommendations found
in the ministerial statement to address pesticall@ted issues that impede and disrupt agricultural
production and trade:

(1) WTO Members should work together to increase the capacity and efficiency of the Codex
Alimentarius Commission to set international, fisksed standards on pesticide maximum
residue levels (MRLS);

(2) WTO Members should improve the transparency andgedadlity of their regulatory systems
in the setting of national MRLSs.

(3) WTO Members should achieve greater harmonization in MRL setting at the national regional
and international level; and,

(4) WTO Members should collaborate on ways to enatdatgr access to loweisk alternative
pesticides and pesticides for minge crops, particularly in developing countries.

This initiative reaffirms the central role of risk analysis in assessing, managing and communicating
risks associated with pestie use to protect public health while enabling farmers around the world to have
access to the safe use of pesticides and technology and facilitating trade in food and agricultural products.
Through science based decisiora k i ng and c o utimetrutes of theBNTO bnifabd safety, ey
can reduce wunfair regulatory barriers in foreign
bounty.

41 Argentina, Brazil, Canada, Chile, Colombia, Costa Rica, Dominican Republic, Guatemala, Japan, Kenya,
Madagascar, Panama, Paraguay, Peru, Uganda, and Uruguay.
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C. Fisheries Subsidies

WTO Members began work to discipline harmful fisheries subsidies in 20@h gibbal trade in
seafood totaled approximately $57 billion. At the time, approximateli8lpercent of global fish stocks
were estimated to be in an overfished condition and about half of the stocks were considered to be in a fully
fished condition (reaning no room to expand catches).

Today, the situation has significantly worsened for the fish, the legitimate fishermen trying to
support their families by catching them, and the millions of developing country consumers who rely on fish
as a key souecof protein. As of 2016, global trade in seafood had grown to $126 billion, and China alone
exported nearly as much seafood annually as the next three largest exporters combined. Global fishing
capacity has increased approximately 50 percent from 20@1llével that some have estimated is 250
percent greater than what is needed to fish at sustainable levels.

Harmful global subsidies to support fishing are estimated to total up to $20 billion annually. These
harmful fisheries subsidies are considereldd a major contributing factor in the unsustainable exploitation
of fisheries resources. The Food and Agriculture Organization (FAO) most recently estimated that
approximately 31 percent of global fish stocks are now in an overfished condition ant @dnpescent
are fully fished and therefore are at risk of overexploitation without effective management.

Urgent action is needed to address the overexploitation of fisheries resources. WTO Members can
make a significant contribution to ending these mietive subsidy programs that are exacerbating
overfishing and overcapacity by agreeing to new prohibitions on the most harmful fisheries sulbhilies.
Trump Administration supports strong prohibitions on subsidies that contribute to overfishing and
overcapacity and those that support illegal fishing activities. The Administratiboontinue to press for
an ambitious agreement on fisheries subsidies that inckremncedransparencynd notifications of
fisheriessubsidies programs, which has bedacking in the WTO for yearsTo be meaningful, we will
insist that an agreement must not exempt the largest subsidizers, producers, and exporters of seafood,
including China and India. The United States will continue to work withriikeded WTO Memberto
achieve new WTO rules that can help our oceans and otalaling fishermen.

d. Digital Trade

Digital trade provides enormous value to all sectors of the U.S. economy, and U.S companies face
significant challenges when foreign governments impose restrictions on digital InaBecember, the
United States joined 70 other WTO Members in initiagrgloratory work on possible future negotiations
on these issueshe Trump Administration intends to use these discussions as a valuable forum to develop
commercially meaningful rules that address restrictions on digital trade, and will work withitided
WTO Members who share the Administrationds intere
the WTO.

3. Development at the WTO

The Trump Administration intends to contribute to a new discussion on trade and development at
the WTO, nowthat Members are no longer laboring under the framework of the Doha Ré¢mavill
work with like-minded Members to advance a deeper understanding of the relationship between trade rules
and development and to break the cycle of an insistence that exsgjgtitrade rules be negotiated before
new trade rules themselves. It is the view of the United States that the full implementation of WTO rules
is a building block for sustainable development, and that the role of special and differential treatiment is,
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a caseby-case basis, to enable a specific WTO Member to fully implement a specific commitment in a
specific WTO agreement.

4, Countering Members that Flout WTO Rules

Another instance where the United States continues to work witimiilkdedcountries to ensure
that the WTO as an institution enforces rules of fair trade liberalization as agreed by Members and address
the rise of countries that flout those rules involves dispute settlement. For example, as discussed above, the
United Statesisvor ki ng wi th other concerned WTO Members &
Member s must ignore the extensive distortions 1in
privileges under the antiumping rules that are not accorded any otherOMWlember. We will
aggressively continue pursuing these and other issues to ensure that the WTO promotes true market
competition that rewards hard work and innovatiot marketdistorting practices in countries like China.

CONCLUSION

President Trump &s elected in part due to his commitment to reform the global trading system in
ways that would lead to fairer outcomes for U.S. workers and businesses, and more efficient markets for
countries around the world. In 2017, the Trump Administration bedaifitbthat commitment. Already
we have begun to revise outdated and unfair trade deals, build a stronger U.S. economy, pursue an
aggressive enforcement agenda, and press for significant reform of the WTO. In 2018, we will continue
these efforts.

Ambasador Robert E. Lighthizer
March 2018
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I. AGREEMENTS AND NE GOTIATIONS

A. Agreements Under Negotiation

1. North American Free Trade Agreement
Overview

In 1993, as part of his campaign urging Congress to approve the North American Free Trade Agreement
(NAFTA), President Bill Clinton stated that the U.S. trade balance with Mexico had gone from a $5.7
billion trade deficitin 1987 to a $5.4 billion surpinsl992. President Clinton argued that this development

had brought #Ahundreds of t HoAutkesame smedrfa 1998 desateort o t h
NAFTA with Ross Perot, Vice President Gore went even further, promising that NAFTA would ptoe A a

|l arger trade surplus with Mexi @ than with any co

On September 14, 1993, President Clinton signed the bill that approved NAFTA. The Clinton
Administration sold NAFTA on the grounds that it would generate a signifierdgurplus for the United
Stated and that this surplus would lead to hundreds of thousands of new jobs in the United States.

Unfortunately for American workers, the facts proved to be very different.

OnJanuary 1, 1994, the NAFTA between the UnitedieSt Canada, and Mexico entered into force. Tariffs

on nearly all goods were eliminated progressively, with all final duties and quantitative restrictions
eliminated, as scheduled, by January 1, 2008. Canada still maintains tariffs on dairy, palilégg an
products while the United States still maintains tariffs on dairy, sugar, and peanut products from Canada.
United StatedMexico trade is fully dutyfree. In 2017, the United States exported $282.5 billion worth of
goods to Canada, and imported $806illion worth of goods from Canada, for a bilateral trade deficit in
goods of $17.5 billion. During the same year, the United States exported $243.0 billion worth of goods to
Mexico, and imported $314 billion worth of goods from Mexico, for a bilatesdk deficit of $71.1 billion.

The United States has had a trade deficit in goods with both Mexico and Canada in every year since 1994,
and a trade surplus in services in every year since 1999 (when data avéilable).

42 Clinton Presidential Paps, 1993, Book 2, Page 1487.

43 http://ggallarotti.web.wesleyan.edu/govt155/goreperot.htm

44 The international shipment of n@nS. goods through the United States can make standard measures of bilateral

trade balances potentially misleading. For example, it is common for goods to be shipped through regional trade hubs
without furtherprocessindyefore final shipment to their ultimate destination. This can be seen in data reported by the
United Statesd two | argest trading partners, Canada an
with Canada in 2016, and a $64.4 billiorods deficit with Mexico. Both countries report substantially larger U.S.

goods surpluses in the same relationship. Canada reports an $87.5 billion surplus, and Mexico a $123.1 billion surplus.
This reflects the large role of-exported goods originatinin other countries (or originating in one NAFTA partner,

arriving in the United States, and then returned -@xgorted to the other partner without substantial transformation).

U.S. statistics count goods coming into the U.S. customs territory friochdbuntries and being exported to our
trading partners, without substantial transformation, as exports from the United Statesla and Mexico, however,
count these rexported goods as imports from the actual country of origin. In the same wagj&@eaad Mexican
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There are many reasons for theselides, including economic factors not directly tied to NAFTA, but it is
inaccurate to state that NAFTA played no role. In fact, many provisions in the 1994 agreement further
facilitated outsourcing by reducing the costs of moving American productiohooéfsand exposing
American workers to harmful Mexican export subsidies, which further accelerated the decline in American
manufacturing, particularly in the auto sector.

On May 18, 2017, President Trump nottorénegetditethehe Con
NAFTA in order to modernize and rebalance the Agreementlu®ri7, USTR publicly released a detailed

summary of the objectives the Administration seeks to achieve through this renegotiation. In developing
these objectives, USTR hettbzens of meetings with Congressional leaders and private sector advisory
committees, and held three days of public hearings. In respongestieenl Registenotice, USTR also

received more than 12,000 public comments, which were carefully reviewedneuated into
Administration priorities for the renegotiation. On August 16, 2017, after tia@@onsultation period

required by the Bipartisan Congressional Trade Priorities and Accountability Act of 2015, Ambassador
Lighthizer formally launched threnegotiation of the NAFTA in Washington D.C. On November 17, 2017,

after four rounds of negotiation, USTR released an updated summary of the NAFTA negotiating objectives.

Through the renegotiation, the Administration has two principal objectiveis:téirapdate the agreement

with modern provisions representing the best text available. This will bring NAFTA into freetury

by adding improved provisions to protect intellectual property and facilitate efficienttmvodsr trade

among other updes. The renegotiated agreement will also contain new provisions that did not exist when
the original NAFTA was negotiated, such as language to protect digital trade and ensure that labor and
environmental chapters that are included in the body of theatek protected by the same enforcement
mechanisms as the rest of the agreement.

Secondhowever, USTR seeks to rebalance NAFA#d reduce the U.S. trade deficitorder to achieve

greater benefits for our workers, farmers, ranchers and businesses. i2J8Trrently seeking to ensure

that U.S. investorslo not have additional incentives to offshatteat strong labor provisions are made
enforceable and brought into the text of the agreement, and that the performance of the Agreement is
regularly reviewedo make certain that the agreement remains in the interest of the United States. USTR

is also seeking to increase the percentage of the goods traded through this agreement are made by North
American workers, particularly those in the United States.

Thee are commoisense provisions, reasonable updates and new protections to ensure that the North
American market operates on the principals of free and fair trade, with minimal market distortions.

The United States is advancing at an unprecedented pdesanegotiations. With continued progress,
the Trump Administration looks forward to concluding the agreement and achieving a more balanced deal
for all three countries.

Five full negotiating rounds wemmmpleted by the end of 2017.

export datanayinclude reexported products originating in other countries as part of their exports to the United States,
whereas U.S. data count these products as imports from the country of origin. These counting methods make each
cout rydés bil ateral bal ance data consistent with its ovel
of bilateral balance. It is likely that a measure of the U.S. trade deficit with Canada and Mexico excledjytse

in all accounts wold be somewhere in between the values calculated byrtited$tatesand by our country trading

partners.
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Elements of NAFTA
Operation of the Agreement

The NAFTAO6s central oversight body is the NAFTA Fi
Trade Representative, the Canadian Minister of Foreign Affairs, and the Mexican Secretary of Economy,

or their designees. The ETis responsible for overseeing implementation and elaboration of the NAFTA

and governmento-government dispute settlement.

The FTC held its most recent meeting in Washington, D.C. on April 3, 2012. Since October 2012, trade
ministers, senior officialand experts from the United States, Canada, and Mexico have met regularly to
expand and deepen trade and investment opportunities in North America, and now meet on a frequent basis
to renegotiate the Agreement.

NAFTA and Labor

The North American Agreemé on Labor Cooperation (NAALC), a supplemental agreement to the
NAFTA, promotes effective enforcement of domestic labor laws. The NAALC establishedatidnal
Commission for Labor Cooperation, composed of a Ministerial Council and an administeatre¢ta8at.

Each NAFTA Party also established a National Administrative Office (NAQO) within its Labor Ministry to
serve as a contact point with the other Parties and to provide for the submission and review of public
communications on labor law matterSince 2010, the NAOs have assumed the duties of the NAALC
Secretariat, including carrying out cooperative activities. As part of the NAFTA renegotiation, the United
States is seeking to bring the labor obligations of the NAALC into the core of the Agiieame ensure

they are subject to the same dispute settlement mechanism that applies to other enforceable obligations of
the Agreement.

As of 2017, there are seven pending submissions under the NAALC. Four are pending with the Mexican

NAO (threeinvolvh g t he United States and one involving C.
(involving Mexico), and two with the Canadian NAO (one involving Mexico and one involving the United

States). One submission is pending with the United States and Canadian NAO

I n December 2017, Mexi cobs Executive submitted | e
Labor Law to implement landmark constitutional reforms to the labor justice system enacted in February
2017. The reforms would transfer the auttyotio adjudicate labor disputes from biased tripartite
Conciliation and Administrative Boards to new labor courts thedregistration of unions and collective
bargaining agreements to a new, i ndepeEheldgslaton | mpar
also includes a number of provisions from a previ.
Pefia Nieto in April 2016 related to the registration e€albed protection contracts, which are collective
bargaining agreements ergdrinto by norrepresentative unions, often without the knowledge of workers,

and undermine legitimate collective bargaining and suppress wages.

The Administration is consulting closely with the Mexican Government regarding the content of the
reforms, including through the ongoing renegotiation of NAFTA, to ensure the final legislation improves
labor standards and the protection of labor righttM&rx i can wor ker s. Mexi cods
considering the implementing legislation related to these reforms.
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NAFTA and the Environment

The North American Agreement on Environmental Cooperation (NAAEC), a supplemental agreement to
the NAFTA, promotes effective enforcement of environmental laws and supports regional environmental
cooperation initiatives. The NAAEC established the Commsiio Environmental Cooperation (CEC),
comprised of a Council, a Secretariat, and a Joint Public Advisory Committee (JPAC). The Council is the
CEC governing body, and is comprised of environmental ministers from the United States, Canada and
Mexico. TheSecretariat facilitates cooperation activities and receives public submissions. The JPAC
advises the Council on matters within the scope of the NAAEC, and serves as a source of information for
the SecretariatAs part of the NAFTA renegotiation, the Uit States is seeking to modernize the existing
NAAEC framework by bringing the environmental obligations into the core of the Agreement, and ensure
they are subject to the same dispute settlement mechanism that applies to other enforceable obligations of
the Agreement.

On June 228, 2017, the Council met in Prince Edward Island, Canada. The Council approved the
Operational Plan 201¥8 and outlined a new trilateral work program focused on strengthening the nexus
between trade and environment, such agepte related to supporting the legal and sustainable trade in
select North American species and improving industrial energy efficiency. In 2017, the CEC Parties
continued the practice of reporting on actions taken on public submissions on enforcenters mat
concluded over the previous year.

Since 1993, Mexico and the United States also have helped border communities with environmental
infrastructure projects in furtherance of the goals of the NAFTA. The Border Environment Cooperation
Commission (BECCand the North American Development Bank (NADB) are working with communities
throughout the United Statédexico border region to address their environmental infrastructure needs.

2. KoreaU.S. Free Trade Agreement
Overview

The United StateKorea Fredrade Agreement (KORUS FTA), which came into force on March 15, 2012,

has been a major disappointment overall. Since the agreement has been in effect, U.S. imports of goods
from Korea rose from $56.7 billion in 2011 to $71.2 billion in 2017, while U.Soks of goods to Korea

only rose from $43.5 billion in 2011 to $48.3 billion in 2017. Thus, the U.S. trade deficit in goods with
Korea increased by 73 percent since the entorforce of the Agreement, and the goods and services
deficit with Korea nedy tripled between 2011 and 2016 (latest data available).

These statistics are particularly troubling given
agreement alone are expected to boost annual exports of American goods by up tim$1Ahbd all told,
this agreement €& wil/|l contribute significantly to

five %ears. o

The United States did see initial gains from services trade in the early years of implementation; however,
servies export growth has since stalled. In 2011, the U.S. benefited from $16.7 billion in services exports,
which grew to $21.0 billion in 2013. But exports have remained virtually flat since then. In 2016, the U.S.
only exported $21.1 billion of servicesKorea.

“fRemar ks by the -WRoreesd dlemmae oTr a he AlgrSeement , 0 President
https://obamawhitehouse.archivesuibe-pressoffice/2010/12/04/remarkpresideniannouncemerd-us-korea
freetradeagreement
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While six rounds of tariff cuts have taken place under the KORUS FTA, Korea has still fallen short on
faithful implementation of the agreement. As a candidate, President Trump described the KORUS FTA as
a K iolbl i ng deal . 0actedk dirediing &§STR th seek chandesto rébalance the KORUS
FTA in ways that will be more favorable to American workers and businesses. These efforts are ongoing.

Operation and Improvement of the Agreement

In recent years, stakeholders have voitetteasing concern that Korea has not fully implemented
commitments in too many areas or has taken actions that undermined benefits that the United States had
expected under the FTA.

On paper, the KORUS FTA resulted in improvements in market accesséoakérs goods and s
market. For example, it was supposed to improve market access and regulatory transparency for U.S.
service suppliers in Koreads roughly $760 billio
services, business and prafiemal services, telecommunications, and audiovisual services.

Too often, however, Korea has undermined these improvements in access to its market in a number of areas
by introducing countemeasures and through other practices. Examples include:

M targeed ef forts to provide preferential treat ment

9 the introduction of new notariff barriers,

1 and the denial of adequate procedural fairness by Korean enforcement authorities for U.S.
companies.

The Agr e e rmovetsighsbody & the Joint Committee, chaired by the U.S. Trade Representative
and the Korean Trade Minister. Meetings of Senior Officials are typically held just prior to the Joint
Committee meetings to coordinate and report on the activities afattmenittees and working groups
established under the Agreement. The U.S. Government also addresses the KORUS FTA compliance and
other trade issues on a continual basis through regularsigsional consultations, through respective
embassies, and througther engagements with the Korean government (including at senior levels) in order

to resolve issues in a timely manner.

Usingthese FTA ommi tt ees and working groups, certain iss
agreement have been resolv@these include ensuring that Korea established and implemented regulations
to allow the outsourcing of data offshore, the in

and the resolution of a series of technical automotive regulatory issiebsas testing protocols for vehicle
sunroofs.

However, it became clear that traditional engagement with the government of Korea had not been enough.
Despite years of effort, Korea failed to adequately address a number of implementation and releted con

that continue to undermine benefits of the agreement that should be available to U.S. exporters and
companies.

In July 2017, USTR called for a special session of the Joint Committee under the KORUS FTA to initiate
bilateral negotiations to addressrisus concerns regarding the persistent, significant trade deficit with
Korea and the asymmetric benefits that the Agreement has generated. Foi®figtecial session of the
Joint Committee was held on August 22, 2017, in Seoul, Korea. At thedsgpecial session of the Joint
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Committee, held in Washington, D.C. on October 4, 2017, USTR continued to seek improvements to the
Agreement to achieve more reciprocal benefits for American exporters, as well as resolution of a number
of outstanding implem#ation concerns, including in the areas of customs, competition policy,
automobiles, medical device and pharmaceutical pricing, labor and services.

Following the special session of the Joint Committee on October 4, 2017, Korea initiated its domestic
proaedures to allow the Korean government to engage in negotiations with the United States on potential
amendments to the Agreement. Korea completed these procedures in December, and the United States and
Korea held negotiations on amendments and modifiationmprove the Agreement on January 5 and

again on January 3february 1, 2018.

In addition to these efforts, throughout last year, committees and working groups established under the
KORUS FTA met to discuss issues related to the Agreement. Triedgded the Automobiles Working

Group, the Committee on Sanitary and Phytosanitary Matters, the Committee on Services and Investment,
the Committee on Trade in Goods, the Committee on Technical Barriers to Trade, the Professional Services
Working Group, ad the Committee on Trade Remedies. USTR consults closely with Congress and
stakeholders regarding the work of the KORUS FTA committees.

For a discussion of environment related activities in2@&ke chapter 1V.D.2.

B. Free Trade Agreements

1. Australia

The United Statedwustralia Free Trade Agreement (FTA) entered into force on January 1, 2005. The
United States met regularly with Australia throughout the year to review the FTA, which was described by
the Vice President during his April 20%i5it to Australia as a model for what a mutually beneficial trade
agreement can be. The United States and Australia held a meeting of the Unitedtiatdis Joint
Committee in December 2017 to review the operation of the FTA and to address @soity related to

goods, services, investment, plant and animal health, and intellectual property. Since the FTA entered into
force, U.S:Australia goods and services trade have increased, with bilaterahus®alia trade in services

nearly tripling. In 2017, the United States had a $14.6 billion goods trade surplus with Australia and in
2016, a $14.7 billion services trade surplus, relative to $12.6 billion and $15.1 billion, respectively, in the
year before. In 2017, the United States had a $1i8rbdeficit in agricultural trade with Australia.

2. Bahrain

The United StateBahrain Free Trade Agreement (FTA), which entered into force on August 1, 2006,
continues to generate export opportunities for the United Sthli@an entry into force of the Agreement,

100 percent of the twway trade in industrial and consumer produeisd trade in most agricultural
products, immediately became duty free. Duties on other products were phased out gradually over the first
ten yeas of the Agreementin 2017, the United States expor®@0D7 millionworth of goods to Bahrain,
relative to $899 million the year before, and impo®886 millionworth of goods from Bahrain, relative

to $768 million the year before. In addition, Bahrapened its services market, creating important new
opportunities for U.S. financial services providers and U.S. companies that offer telecommunication,
audiovisual, express delivery, distribution, health care, architecture, and engineering servidésitethe
StatesBahrain Bilateral Investment Treaty, which took effect in May 2001, covers investment issues
between the two countries.
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To manage implementation of the FTA, the agreement establishes a central oversight body, the United
StatesBahrain JointCo mmi tt ee (JC) , chaired jointly by USTR
Commerce. Meetings of the JC have addressed a broad range of trade issues, including efforts to increase
bilateral trade and investment levels; efforts to ensure effective enme nt at i on of the FT
investment, and services chapters; possible cooperation in the broader Middle East and North Africa
(MENA) region; and additional cooperative efforts related to labor rights and environmental protection.

During 2017, USGover nment of ficials continued to engage
Labor, Industry and Commerce, and Foreign Affairs, and with labor unions and business representatives,

to address labor rights concerns highlighted during consultatiahségan in 2013 under the United States
Bahrain FTA. Areas of di scussion included: i mp |
employment discrimination, considering legal amendments to improve the consistency of Bahraini labor
laws with internéional labor standards, enhancing outreach and enforcement of labor laws on freedom of
association and collective bargaining, and encouraging regular tripartite dialogue on labor matters. The
government of Bahrain signed an agreement during 2014 witGé¢heral Federation of Bahrain Trade

Unions and the Bahrain Chamber of Commerce and Industry to address many of these concerns, including
employment discrimination. That agreement led to the closing of a complaint filed with the International
Labor Organiat i on by Bahrainés unions. However, chall
agreement, particularly in the area of employment discrimination and freedom of association. USTR and

the U.S. Departments of Labor and State met with the Bahraini teligief Labor and of Industry and
Commerce in December 2017 in Washington and discussed potential initiatives by the government of
Bahrain to address remaining concerns. The United States and Bahrain agreed to continue these discussions
in 2018.

For a discussion of environment related activities in 2017, see Chapter IV.D.2.
3. Central America and the Dominican Republic

Overview

On August 5, 2004, the United States signed the Dominican Rejiidatital AmericdJnited States Free
Trade Agreemen{CAFTA-DR or Agreement) with five Central American countries (Costa Rica, El
Salvador, Guatemala, Honduras, and Nicaragua) and the Dominican Republic. -C&F&kminates
tariffs, opens markets, reduces barriers to services, and promotes transparency.

Central America and the Dominican Republic represent the third largest U.S. goods export market in Latin
America, behind Mexico and Brazil. U.S. goods exports to the CABRACountries were valued at $30.7
billion in 2016, compared to $28.7 billion in thear before. Combined total tweay trade in 2017
between the United States and CAFDR Parties was $54.4 billion, compared to $52.1 billion in the year
before. The United States had a $7.1 billion trade surplus with the GAIR Aountries, compared to

$5.4 billion in the year before.

The Agreement has been in force since January 1, 2009, for all seven countries that signed the CAFTA
DR. It entered into force for the United States, El Salvador, Guatemala, Honduras, and Nicaragua during
2006, for the Donmican Republic on March 1, 2007, and for Costa Rica on January 1, 2009.
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Elements of the CAFTADR
Operation of the Agreement

The central oversight body for the CAFIER is the Free Trade Commission (FTC), composed of the U.S.
Trade Representative atide trade ministers of the other CAFIDR Parties or their designees. The
CAFTA-DR Coordinators, who are technical level staff of the Parties, maintain ongoing communication to
follow up on agreements reached by the FTC, to advance technical and adtivaistnplementation
issues under the CAFFRAR, and to define the agenda for meetings of the FTC.

U.S. export and investment opportunities with Central America and the Dominican Republic have
continued to grow under the CAFTIBR. All of the CAFTADR parhers have committed to strengthening

trade facilitation, regional supply chains, and implementation of the Agreement. All U.S. consumer and
industrial goods may enter duty free in all of the other CAEKTR count r i Bleady alhS. ket s .
textleandappar el goods meeting the Agreem®ORtés®unuless:
markets duty free and quota free, promoting regional integration and opportunities for U.S. and regional

fiber, yarn, fabric, and apparel manufacturing companiesdeidthe CAFTADR, exports of sensitive

products under tariff rate quotas constitute -thiods of U.S. agricultural exports to the region. These

guotas will continue to increase annually until all tariffs are eliminated by no later than 2025.

Labor

LaborCapacity Building

Ongoing |l abor capacity building activities are su
the effective enforcement of labor laws in the CAFDR countries. This includes ongoing support from

USAID for efforts to protect the rights of woneein the informal economy and to lift barriers to
formalization, for building the capacity of workers and their organizations to constructively advocate for
workerso6 rights with publ énguringthat workerd ahdiemmoydaeseldp e mp | 0 )
skills and expertise to resolve disputes 2017, USAID continued to support these activities as part of its

Global Labor Program, and the U.S. Department of State continued funding a ptogrambat labor

violence in Honduras and Guatemala

Guatemala

Closing a process that began in 2008, the arbitral panel, which was convened to review the labor
enforcement case brought by the United States against Guatemala under the-@RFEsued its final

report on June 26, 2017. While the panel deiteed that Guatemala failed to effectively enforce its labor

laws, it ultimately concluded that the United States did not prove that any honcompliance by Guatemala
affected trade. USTR strongly disagrees with some of the interpretations developedanetiang notes

t hat no FTA panel can set Aprecedento for fut
https://ustr.gov/issuareas/labor/bilateraindregionaltradeagreements/quatematabmissiorunder

caftadr.

In June 2017, the government of Guatemala restored administrative sanction authority to the Ministry of
Labor and, in November 2017, the government, employersyaricers signed an agreement on a way to
address a 2012 complaint submitted to the International Labor Organization (ILO) related to freedom of
association and collective bargaining. Restoring sanction authority to the Ministry of Labor has been a key
element of U.S. Government engagement with Guatemala, including as part of the @fETabor
enforcementase. It was also an element of the ILO complaint. To date, implementation of the new
sanction authority has been slow, with little evidenasooicreé progress oeffectiveenforcemenof labor

8|1l. AGREEMENTS AND NEGOTIATIONS


https://ustr.gov/issue-areas/labor/bilateral-and-regional-trade-agreements/guatemala-submission-under-cafta-dr
https://ustr.gov/issue-areas/labor/bilateral-and-regional-trade-agreements/guatemala-submission-under-cafta-dr

law on the ground In additionviolence against labor union activists continues to be reported by the ILO,
labor stakeholders and international NGOs as a concern.

Dominican Republic

In September 2013, the Q@ssued a report in response to a public communication received in December
2011 that alleged that the government of the Dominican Republic failed to effectively enforce labor laws
in the Dominican sugar sector. The 2013 DOL report highlighted condaons @otential and apparent
violations of Dominican Republic labor laws in the sugar sector with respect to: (1) acceptable conditions
of work with respect to minimum wages, hours of work, and occupational safety and health; (2) a minimum
age for the emplyment of children and the prohibition and elimination of the worst forms of child labor;
and (3) a prohibition on the use of any form of forced or compulsory labor. The DOL also noted concerns
in the sugar sector with respect to Dominican labor law eadiom of association, the right to organize,

and collective bargaining. In addition, the report raised significant concerns about procedural and
methodological shortcomings in the inspection process that undermine the government's capacity to identify
laba violations. During 2017, the United States has continued to engage with the government of the
Dominican Republic, the sugar industry, and civil society groups on the concerns identified in the report.
Sugar producers have engaged in the process timgatggrees and have implemented reforms that address
some underlying concerns raised in the public communication and DOL report. Nevertheless, procedural
and methodological shortcomings in the labor inspections process remain.

Honduras

In March 2012, he American Federation of Labor and Congress of Industrial Organizations and 26
Honduran worker and civil society groups filed a public submission with the DOL alleging that the
government of Honduras had failed to effectively enforce its labor laws tineleCAFTADR labor
chapter. In February 2015, the DOL issued a public report with detailed recommendations to improve
respect for labor rights in Honduras and address the concerns identified in the submission. Both
governments pledged to work togetheatlnlress the issues raised in the report and issued a joint statement
to announce their intention to develop a plan with concrete commitments and timelines to bolster labor
enforcement. Subsequently, the DOL and Honduras announced thgeaulidonitorirg and Action Plan

(MAP) in December 2015, which includes comprehensive commitments by Honduras to address legal and
regulatory frameworks for labor rights, undertake institutional improvements, intensify targeted
enforcement, and improve transparency. r(&dditional information on the DOL report and the joint
statement, visit https://ustr.gov/abotiis/policy-offices/pressoffice/press
releases/2015/february/statemestiraderepresentative and
http://www.dol.gov/opa/media/press/ilab/ILAB20150066.Htm

Honduraspassed @omprehensiveew laborinspection lawin January 2017, and has made significant
progress over the past two years implementing the Ni#dRjding byconvening seven tripartite meetings
with private sector and labor stakeholders to discuss progress under the MAP.

The U.S.Government is providing a number of technical cooperation projects in Honduras to support
employment and labor rights, including programs supported by USAID and by the U.S. Department of State

to promote freedom of association, union formation, and {at@sragement relations and to counter labor

violence. The DOL funds an $8.7 million project to reduce child labor and improve labor rights, in support

of the government of Honduras' implementation of MAP commitments, as well as a $16.5 million project

to support vocational training for vulnerable youth in El Salvador and Honduras, including youth at risk of
migrating. In 2017, the DOL also facilitated exchanges on enforcement practices between the Honduran

Mi ni stry of Labor and BealthadnminGiatongndWageandalour Bvisibret vy ar
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Environment
For a discussion of environment related activities in 2017, see chapter 1V.D.2.
Trade Capacity Building

In addition to the labor and environment programs discussed above, trade caphliity pubgrams and
planning in other areas continued throughout 2017 under the Central America Strategy formulated by the
Office of the U.S. Trade Representative and other U.S. Government agencies.

The Central America Strategy promotes trade facilitaitiothe region and directs diplomatic engagement

and programs toward increasing trade capacity within the CABRAcountries. USAID and other U.S.
Government donors, including agencies such as the U.S. Departments of Agriculture (USDA), State, and
Commece, carried out bilateral and regional projects with the CAIBRApartner countries.

In 2017, USAID continued implementing the Regional Trade and Market Alliances Project to build trade
and institutional capacity in Central America and improve tradati®in. Through this project, USAID
supports Central American governments and businesses in areas related to coordinated border management,
including customs administration and other border control agencies, promoting improved information
technology anefficient procedures, harmonizing regulations, and other steps to reduce the time and cost
to trade across borders. USAID also supported a series of workshops to provide technical assistance to
border control agencies like those responsible for custarispufiure, immigration, and police, to design
coordinated border inspection procedures. Additional funds were committed to focus on key commercial
border crossings between the Northern Triangle countries of ElI Salvador, Guatemala and Honduras.
USAID alsofostered enhanced publizivate dialogue regarding trade facilitation, paving the way for the
implementation of the WTO Trade Facilitation Agreement. In 2017, a partnership between USAID and the
International Finance Corporation (IFC) to implement drimation technology (IT) platform for mutual
recognition of sanitary registries with Central American Ministries of Health was operational for food and
beverage products produced by and traded among Costa Rica, El Salvador, Guatemala, and Honduras. To
strengthen this IT mutual registration platform, in 2017 USAID provided IFC with additional funds to
develop the national level systems of Guatemala and Honduras to improve procedural, legal and
organizational efficiencies. Additional training also was mtedito the private sector on how to use the
Mutual Recognition IT system.

USAID also has partnered with USDA to continue supporting CAIPRAcountries so that their private
sectors can take advantage of the trade agreenreRlY 2017, USAID, in an intaigency agreement with
USDA, organized two workshops on the U.S. regulatory system, internal standards, and WTO obligations
for CAFTA-DR countries. The purpose of these workshops was to show the GBRT&untries how

the U.S. regulatory system operategraduce them to their counterparts in the U.S. Government, and to
begin to resolve a number of outstanding policy issues that disrupt trade with the United States and between
CAFTA-DR members. In addition, USDA delivered 11 training sessions in thenregithe U.S. Food

and Drug Administration Food Safety Modernization Act to inform the private sector and government
officers of Central America and the Dominican Republic on the new requirements for exporting food
products to the United States. By megtthese international export standards, Central America will be
able to increase exports and household income.

Other Implementation Matters
During 2017, the FTC agreed on modifications to the presioetific rules of origin to reflect the 2017

changesd the Harmonized System nomenclatuie.December 2017, President Trump proclaimed the
implementation of the 2017 modifications for the United States, to be effective on a future date that will be
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announced in theederal Register We anticipate countrewill take the necessary domestic actions for

the changes to be implemented during 2018.

During 2017, USTR consulted witel Salvador GuatemalatHonduras, and Nicaragtiar the purposes of
cratel quatar (VRS quamtitynahickeén ley quarierforf

determininge a ¢ h

i mporting

the fiveyear period between January 1, 2018, and January 1, 2023. These consultations were necessary

because the TRQ quantity and individaauntry quota levelgstablished under the agreement had only
been established through December 31, 2017. These newly established TRQ levels will remain in effect

through December 31, 2023, after which all U.S. chicken leg quarters will be imported duty free. As a
result ofthese consultations, El Salvador, Guatemala, Honduras, and Nicaragua agreed to establish a total

regional dutyfree TRQ of 21,810 metric tons (MT) per year, with individual country minimum quota

levels, for U.S. chicken leg quarters.

In April 2017, theUnited States and Guatemala reached an agreement that Guatemala would accelerate the
elimination of tariffs on U.S. exports of fresh, frozen, and chilled chicken leg quarters. Under this new

agreement,

Guatemal abds

e | iand ichilled tpoultrynoccarifed fouaand af hélfs
years earlier than originally planned; U.S. poultry exports would have faced anqugtaftariff of 12.5

f

or

percent in 2017, but instead were duty free. Guatemala and the United States also reached a bilateral

agreement for Guatemala to establish a TRQ allowing imports of 1,000 metric tons of processed chicken
leg quarters to enter duty free each year through December 31, 2021. The tariffs and TRQ will be eliminated

effective January 1, 2022.

The United Stateheld poultry TRQ consultations with El Salvador, Honduras, and Nicaragua on July 24,

2017, and reached agreement, establishing TRQs for chicken leg quarters beginning on January 1, 2018.

The new TRQ agreement was established through bilateral exclangiers between the United States
and each respective country and through a Decision of the FTC. The agreed TRQuidwelsrepresent

increases from current TRQ levélaire set out in the table below.

COUNTRY | 2017 | AGREED TRQs (MTs) |
TRQ 2018 | 2019 |2020 | 2021 | 2022 |2023
(MTs)
Honduras | 5,344 | 5,477 | 5,587 | 5,810 | 6,043 | 6,284 | Unlimited
El Salvador| 4,638 | 4,858 | 4,955 | 5,153 | 5,359 | 5,574 | Unlimited
Nicaragua | 3,174 | 3,582 | 3,654 | 3,800 | 3,953 | 4,111 | Unlimited
TOTAL 13,156| 13,917| 14,196| 14,763| 15,355| 15,969| Unlimited

In 2017, the United States also continued to work closely with its CABRAartners on bilateral matters
related to proper implementation of the Agreement. For example, the U.S. Government continued to work
with several CAFTADR partners on implementation of agricultural trade matters. The U.S. Government
worked to improve the transparency and effectiveness of TRQ administration procedures, which has
resulted in improved access for U.S. exporters of several agricultural produieting rice, onions, and

potatoes.
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The U.S. Government also worked with several countries to ensure implemenfati@A gr eement 6 s
provisions onntellectual property (IP), including those related to the protection of geographical indications,
plart varieties, certain undisclosed test and other dathpther IP enforcement efforts.

The FTC committed to addressing inefficiencies and obstacles telmatey trade in the regionitacrease

the transparency and predictability of trade and doinghbss. The CAFTADR countries are poised to
benefit from trade facilitation, including reforms to customs practices that reduce the costs and time of
transporting goods across borders within highly integrated manufacturing and supply chain networks that
exist throughout the region.

The FTC furtheemphasized the need for greater regional integration and agreed to support supply chain
systems in the region through several project initiatives. These initiatives ireffodis to support the
U.S. textileand apparel industilyy strengthening utilization of thgreement.

4. Chile
Overview

The United State€hile Free Trade Agreement (FTA) entered into force on January 1, 2004 and, as of
January 1, 2015, all originating goods exports can now enter tibredBtates and Chile duty free under
the FTA.

The FTA is a comprehensive free trade agreement that has significantly liberalized trade in goods and
services between the United States and Chile. The U.S. goods and services trade surplus with @hile totale
$6.7 billion in 2016, compared to $9.2 billion in the year before.

The FTA eliminates tariffs and opens markets, reduces barriers for trade in services, provides protection

for intellectual property, promotes regulatory transparency, guarantees niomiditton in the trade of

digital products, commits the Parties to maintain competition laws that prohibit anticompetitive business
conduct , and requires effective enforcement of t h
2016, U.S. goods @wrts to Chile increased by 5.3 percent to $13.6 billion and up 401 percent since 2003
(preFTA). While U.S. goods imports from Chile increased by 20 percent to $10.6 billion and are up 185
percent since 2003. Chi | e rgest goads tradirey pdrthey with $24.2 Uni t
billion in total (twoway) goods trade during 2017. The U.S. goods trade surplus with Chile was $3.1

billion in 2017. The United States had a services trade surplus of $2.6 billion with Chile in 2016, up 5.5
percenfrom 2015.

U.S. foreign direct investment in Chile (stock) was $29.4 billion in 2016, a 3.1 percent increase since 2015.
U.S. direct investment in Chile is led by mining, finance, insurance and manufacturing sectors.

Elements of the United State<Chile FTA
Operation of the Agreement

The central oversight body for the FTA is the United St&lede Free Trade Commission (FTC),
comprised of the U.S. Trade Representative and C
Affairs, or their respectivelesignees.The United States has worked effectively with the government of

Chile through the FTC to address U.S. priority issues, including trade in table grapes, beef grade labeling,
technical barriers to trade (e.g., cell phones and phone chargersgatay etc.), and environmental
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protection for endangered species. The United States also continues to press in the FTC for Chile to resolve
U.S. concerns with implementing FTA commitments concerning intellectual property rights protections.

The United &tes and Chile plan to hold the next meeting of the FTC in 2018.
Labor

Chil edbs most recent | abor reform went into effect
related to collective bargaining, including limiting the ability of employerseplace striking workers,

expanding collective bargaining rights to some temporary workers and apprentices, and removing obstacles
that previously inhibited bargaining beyond the individual enterprise level. In its 2016 annual report on
Findings on theVorst Forms of Child Labor, the U.S. Department of Labor (DOL) recognized Chile as
having made fAsignificant advancemento in its effo
positive measures taken in the areas of legal framework, labarianinal law enforcement, coordination

of government efforts, government policies, and social programs.

For a discussion of environment related activities in 2017, see Chapter 1V.D.2.

5. Colombia
Overview

The United State€olombia Trade PromotioAgreement (CTPA) entered into force on May 15, 2012.

U.S. twoway goods trade with Colombia totaled $26.8 billion in 2017, with U.S. goods exports to
Colombia totaling $13.3 billion. The seventh set of annual tariff reductions under the CTPA tooéreffect
January 1, 2018. Duties on over 80 percent of U.S. exports of consumer and industrial products to Colombia
were eliminated immediately upon entry into force of the CTPA, with remaining tariffs phased out over 10
years. More than half of U.S. agricuttiiexports to Colombia became duty free immediately upon entry

into force, with virtually all remaining tariffs to be eliminated within 15 years. Tariffs on a few most
sensitive agricultural products will be phased out in 17 to 19 years. In addittbrijmated exceptions,

U.S. services suppliers gained access to Col ombi a
data available). Colombia also agreed to important new disciplines in investment, government
procurement, intellectual prepy rights, labor, and environmental protection.

Elements of the United States£Colombia TPA
Operation of the Agreement

The CTPAG6s <centr al oV er s-Colpimbia Fir® @rgde Cosnmidsibne(FTONn i t e d
composed of the U.S. Trade Representative and the Colombian Minister of Trade, Industry, and Tourism

or their designees. The FTC is responsible for overseeirgrimptation and operation of the CTPA. In

2017, the United States and Colombia continued to work together to carry out certain initiatives launched

at the November 19, 2012, FTC meeting, including establishment of certain elements related to the dispute
settl ement mechanism established under the CTPA,
2017, the CTPA Committees on Agriculture and Sanitary and Phytosanitary Measures also met, which led

to an August 2017 exchange of letters, which expande#enaccess for U.S. paddy rice in Colombia by
removing temporary mitigation measures agreed to in a 2012 exchange of letters. Also in 2017, the United
States and Col ombia concluded work to update the
changes to the Harmonized System (HS) nomenclature, and agreed to develop the appropriate modifications
to reflect the 2017 changes to the Harmonized System. The United States and Colombia expect to complete
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this work in 2018, and to implement all thresssof updates at the same time. In addition, to ensure that

U.S. exports receive the intended preferential tariff treatment under the CTPA, in 2017, the FTC took two
decisions, one in November, clarifying the tariff treatment for U.S. yellow corn emtéalombia under a

tariff rate quota (TRQ) and the other in December, clarifying product coverage of the Colombian TRQ for

U.S. variety meats. The corn TRQ decision allows U.S. corn exports to continue to receive-fheeduty
treatment under the TRQ, arlble variety meats decision is expected to increase the U.S. share of

Col ombiaés imports for variety meats in 2018. us
implementation of the CTPA in 2018.

Labor

The CTPA Labor Chapter includes commitrtgerequiring both countries to adopt and maintain in laws

and practices the fundamental labor rights as stated in the 1998 Declaration of Fundamental Principles and
Rights at Work of the International Labor Organization, and not to fail to effectivelycentioeir labor

laws or waive or derogate from those laws in a manner affecting trade or investrherntibligations of

the Labor Chapter are subject to the same dispute settlement provisions as the rest of the CTPA and are
subject to the same remedid$ie entry into force of the CTPA was accompanied by progress by Colombia
under the Action Plan Related to Labor Rights (Action Plan), which was developed jointly by the Parties
and launched in 2011, and includes specific commitments by the Colombianrgenéto address key

areas of concern.

The United States engaged with the Colombian government on labor issues throughout 2017. This included
supporting its ongoing efforts to implement the commitments made in the Action Plan, as well as reviewing
itspragr ess on the recommendations made in the U.S. [
on the submission received in July 2016 under the Labor Chapter of the CTPA. The report included 19
recommendations made to the government of Colombianproving the labor law inspection system,
improving the application and collection of fines for employers who violate labor laws, combating abusive
subcontracting and collective pacts, and improving the investigation and prosecution of cases of violence
and thrats against unionists. In additiomet reportrecommended that the U.S. Government initiate
consultations between the contact points of the two governments under the Labor Chapter of the trade
agreementto discuss the questions and concerns identifiedhén review and explore options for
implementing the report's recommendations.

The Colombian government took some steps to make progress on labor issues, including applying three
sanctions for illegal subcontracting in the Action Plan priority sectorsnaanttating the use by labor
inspectors of an electronic case management system. The United States will continue to work closely with
Colombia on remaining challenges, including the collection of assessed fines for illegal subcontracting and
inspections irpriority sectors.

To address the issue of violence, Col ombiabs Pros
cases of violence against unionists and 83 investigators to support the work of the prosecutors. The United
States has worked witholombia to increase the number of resolved cases of violence and threats against

uni oni st s. I n cases of employers violating certa
the Prosecutor General 6s Of rouglt Movembep20k7.t @odcilid@idh c as e
involve voluntary agreements between workers and employers to settle alleged violations of Article 200.
Hundreds of cases under Article 200 remain under investigation, and to date no case has completed the trial
phaseand resulted in a conviction.

Iln 2017, the United States worked closely with Co
public submission under the Labor Chapter of the United SGaksnbia Trade Promotion Agreement
and to continue implenm¢ation of the Colombian Action Plan, which culminated in a report by the DOL

14|1l. AGREEMENTS AND NEGOTIATIONS



released on January 11, 2017. Engagement with Colombian officials in 2017 included three meetings of

the contact points under the Labor Chapter, a videoconference in Aprigtangne Washington, DC in

July, and a meeting in Bogota in September. Héyel engagement occurred during a meeting between

Col ombi ads new Minister of Labor and the U.S. Sec
follow-up meeting between ¢nMinister of Labor and the Deputy Undersecretary of International Affairs

at the DOL in October. Officials from USTR and the DOL also held meetings with Colombian labor
stakehol der s, business represent attiow dusng 20amtde t he P
U.S. Agency for International Development funded technical assistance in Colombia that aimed to:

i mprove the governmentos capacity to enforce work
on their rights and their alji to protect and assert them.

In December 2017, the DOL continued its labor attaché program by posting a labor attaché to the U.S.
Embassy in Bogota. Colombia is the only country where the DOL currently has a labor attaché, highlighting
the Administrat n 6 s commi t ment to ensuring close engagemen

Environment

For a discussion of environment related activities in 2017, see Chapter 1V.D.2.

6. Jordan

The United States Jordan partnership remained strong in 20A7.key element of this relaionship is the
United States- Jordan Free TradeAgreement (FTA), which enteredinto force on December 17, 2001, and
wasimplemerted fully on Jaruary 1, 2010. The United States Jordan FTA further benefits from Qualifying
Industrial Zones (QIZs), as established by Congress in T98#6QI1Z progranall ows products with a spedfied
amount of Isragli contert to enter the United States duty free if manuadured in Jordan, Egypt, or the
West Bank and Gaza.

U.S. goodsexports to Jordan were an estimated $2.0billion in 2017, up 34.5 percent from 2016QIZ
products account for about one percent of Jordanian exports to the United States The QIZ shae of
these exports is declining relative to the share of exports shipped to the United States urer provisions
of the FTA.

Atthe Joi nt @astmecanttmeeting,dviich was held in May 20h6,United States and Jordan
discussed labor, agriculture, curréethnical barriers to agricultural trade, acceptance of the WTO Trade
Facilitation Agreement, and accession to the WTO Government Procurement Agreement. The parties
opened a dialogue taiine conaete steps to boost trade and investment bil aterally, and betweenJordan

and othe countries in the Middle East region. After the meetings concluded, the United States and
Jordan resolved the issue regarding import licensing of poultry from the United Gtaatlew the
importation of U.S. poultry into JordafRoultry imports of $8 million were exported to Jordan in 2017.

The United States also continued to work with Jordan in the area of labor standards. In 2016, the Department of
Labor (DOL) removed Jordanian garments from its List of Goods Produced by Child Labor or Forced Labor
because there had been a significantrealucti i n t he i ncidence of forced | ab
United States and Jordan sought to build on this success through ongoing efforts under the Implementation Plan
Related to Working and Living Conditions of Workers in Jordan, signed i&. 20he Plan addresses labor
concerns in Jordands gar me nuniondiscdrinationiagaiest foreigo wotkets, ng t h
conditions of accommodations for foreign workers, and gender discrimination and harassment. In 2016, the
Jordanian Ministries of Health and Labor signed an agreement that purports to ensure that labor inspections include
garment dormitories, thereby addressing one of the pending commitments in the Implementation Plan; inspections
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began in 2017. During 2017, thenitéd States and Jordan continued to work towards completion of the
Implementation Plan.

The Ministry of Labor (MOL) is working with the DOL funded International Labor Organization (ILO) Better
Work program to improve understanding of internationally geized labor standards and the process for
conducting audits in the garment sector, including by assigning labor inspectors to the project. Ongoing
engagement focuses on internalizing lessons learned from Better Work to build labor inspector capacity,
corducting inspections that include dormitories in the QIZs, and continuing outreach efforts to ensure that
stakeholders understand their legal rights to participate in unions and enjoy workplaces free of discrimination and
harassment. Jordan also workedhBietter Work Jordan to ensure that faclemel audits were publicly available

in 2017.

Following the May 2016 Joint Committee meeting, the MOL and the DOL have explored cooperative activities to
support Jordanbs ef f or tandconmpliancenpnr2@ly, the DOA jravided technical e n f o r
assistance to the MOL to strengthen mediation capacity and improve its ability to support collective bargaining.

The DOL also awarded funding in 2017 to the ILO to build central and regional goveoapacity to address

child labor.

For a discussion of environment related activities in 2017, see Chapter IV.D.2.

7. Morocco

The United StateMorocco Free Trade Agreement (FTA) entered into force on January 1, 2006. The FTA
supports the ongoingconomic and political reforms in Morocco and lays the groundwork for improved
commercial opportunities for U.S. exports to Morocco in the agriculture and automotive sectors.

Since the entry into force of the FTA, tway U.S-Morocco trade in goods hasogvn from $927 million

in 2005 (the year prior to entry into force) to $3.3 billion in 2017. U.S. goods exports to Morocco in 2017
were $2.1 billion, up 9.5 percent from the previous year. Corresponding U.S. imports from Morocco in
2017 were $1.2 billionup 20.4 percent from 2016. Services trade in 2016 (the most recent year available)
included $569 million in exports and $625 million in imports.

The United States and Morocco held the fifth meeting of the FTA Joint Committee (JC) on October 18,
2017, n Washington, D.C. During the JC meeting, U.S. and Moroccan officials highlighted bilateral
progress in the areas of agriculture, labor and environreeatielow and Chapter ). They also noted
Moroccobs commitment t o eaxponsofautamobilenmandfactdreddocUcSe s s f
safety standards. The two sides agreed to further discuss the concerns of some U.S. pharmaceutical
companies regarding access to the Moroccan market for their products.

The United States continued to raiseeqgit i ons from previous meetings r
implementation of an export and harvest quota for Gigartina seaweed, a key input for a U.S. processor. The
United States also questioned Morocco regarding its planned implementation of a pdodingan

European Union agreement on the protection of geographical indications for EU products in the Moroccan
market and expressed concerns that the agreement might limit U.Shright der sd abi l ity t o
existing trademarks for generic nasrend the Moroccan government pledged to come up with a solution

The Moroccan delegation emphasized its interest in expanding access to the U.S. market for Moroccan
textile and apparel products and renewed earlier requests for assistance in promotirsgicody@tween

U.S. and Moroccan investment promotion entities.
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Agriculture and SPS Issues

U.S. and Moroccan officials also held Agriculture and SPS FTA Subcommittee meetings in October 2017
in Washington, D.C.The tweday meetings covered a full rangf bilateral agricultural and SPS issues

and provided opportunities for technical consultations. At the Agriculture Subcommittee meetings and
later at the JC meetinyyJorocco agreed to ensure that Moroccan wheat tariff rate quota (TRQ) amounts
under the=TA would be fully tendered each calendar year. Morocco agreed that, if there were unassigned
or unshipped volumes from the first tender of the calendar year or an additional calendar year quota above
400,000 metric tons (MT) following the summer haryéstould ensure that the remaining balance (total
volume owed minus volume shipped) would be retendered. Furthermore, Morocco also agreed to retender
unused TRQ volumes if the duty was lowered sgdson. Following this meeting, the Moroccan
authorities reissued a common wheat tender and, as a result, 2017 marked the first year under the FTA that
the U.S. common wheat TRQ was fully allocated. Also, at the Joint Committee meeting, Morocco
committed to accelerate the tariff phase out of approximatebardf lines of wheat, beef, and poultry
products in cases where Morocco was applying a lower duty to EU products.

Morocco continues to be the only U.S. FTA partner not to allow imports of U.S. beef or poultry products,
due to various animal and publicdith concerns. However, at the October 2017 FTA SPS Subcommittee
meeting, Morocco removed the ban on beef product imports from the United States luwenéo
spongiform encephalopathB$E) and agreed to further engagement aimed at finalizing expdfitates

for U.S. beef and poultry products. Morocco also committed to not permanently adopt threshold alerts for
Deoxynivalenol (DON) levels in wheat imports, which Moroccan authorities temporarily had set at levels
stricter than Codex Alimentarius guittze.

Labor Issues

With regard to activities related to the FTAOs | at
to fund two projects under the FTA labor cooperation mechanism. One, which concluded during the year,
helped reduce child lab@nd build the capacity of relevant government agencies to combat child labor,

and another supported the development and implementation of gender parity in employment policies.
USAID supported activities with women workers in agriculture that partnerédtive DOL-supported

work on gender parity. In August 2017, the government of Morocco began implementing a domestic
worker law that addresses an area of concern raised by the United States during the 2014 FTA Labor
Subcommittee meeting. The law, whelyfimplemented, will extend protections and benefits to domestic

workers by setting a minimum wage, establishing a minimum age for employment, limiting weekly hours

of work, and providing such workers with a day of rest.

Environment Issues

For adiscussion of environment related activities in 2017, see Chapter2lV.D.

8. Oman

The United State®man Free Trade Agreement (FTA), which entered into force on January 1, 2009,
complements other U.S. FTAs in the MENA region to promote economic refafrmpenness throughout

the region. Under the FTA, Oman provided immediate dirge access on virtually all industrial and
consumer products. Duties on other products are phased out gradually over the first ten years of the
Agreement. Since the entrytinforce of the FTA, twavay U.S-Oman trade in goods has grown from

$2.2 million in 2008 (the year prior to entry into force) to $3.2 billion in 20072017, the United States
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exported $2.1 billion worth of goods to Oman, up 16.2 percent from thebgéare, and imported $1.1
billion worth of goods from Oman, down 5.0 percent from 2016.

To manage implementation of the FTA, the agreement establishes a central oversight body, the United
StatesOman Joi nt Committee (JC), 6 Miaistry ef Commeréerandl v by
Industry. Meetings of the JC have addressed a broad range of trade issues, including efforts to increase
bil ater al trade and investment | evel s; ef forts t
investment, and seices chapters; possible cooperation in the broader MENA region; and additional
cooperative efforts related to labor rights and environmental protection.

The Oman trade union federation was formed in 2006, as a result of major labor reforms by theegavernm

of Oman enacted in the context of entry into force of the FTA, which allowed independent unions in Oman
for the first time. Oman has since seen an increase in unionization with over 200 errpligaions

and several sectoral sfibderations fotrade unions established, including in the oil and gas sectors. The
government signed a Memorandum of Understanding with the ILO in June 2017 to jointly develop a new
Decent Work Country Program that would build on successes of the program that en@@.inTBe

parties anticipate that the new program will structure activities through 2019 and focus on three priorities:
social protection; employment, skills, and entrepreneurship development; and international labor standards
and labor governance.

For adiscussion of environment related activities in 2017, see Chapter IV.D.2.

9. Panama

Overview

The United StatePanama Trade Promotion Agreement (TPA) entered into force on October 31, 2012.
Under the TPA, tariffs on 86 percent of U.S. consumeriaahgistrial goods exports to Panama (based on
2011 trade flows) were eliminated upon entry into force, with any remaining tariffs phased out within 10
years. Additionally, nearly half of U.S. agricultural exports immediately became duty free, with most
remaining tariffs to be phased out within 15 years. Tariffs on a few of the most sensitive agricultural
products will be phased out in 18 to 20 years. Following the first tariff reduction under the TPA on October
31, 2012, subsequent tariff reductions oaoudanuary 1 of each year; the seventh round of tariff reductions
took place on January 1, 2018. The TPA also prov
services market (2016 data; most recent available) and includes disciplines relatatstams
administration and trade facilitation, technical barriers to trade, government procurement,
telecommunications, electronic commerce, intellectual property rights, and labor and environmental
protecti on. T fway ghddsitrade whitPhanea tvaes $609 bitliom m 2017, with U.S. goods
exports to Panama totaling $6.4 billion. As of 2016 (latest data available), U.S. services trade with Panama
included $1.5 billion in exports and $1.3 billion in imports.

Elements of the United State$?anama TPA
Operation of the Agreement

The TPAG6s central 0 v e r -Bangmia Freebl mdk\yCommsssion (FEC), damposeeld St
of the U.S. Trade Representative and the Panamanian Minister of Trade and Industry or their designees.
The FTC is responsible for overseeing implementadiot operation of the TPA. The United States and
Panama continued to work cooperatively during 2017 to continue to implement the provisions of the TPA

and to address the few issues of concern that arose during the year. The United States and Paxidma last h
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an FTC meeting on November 22, 2016, to review progress on implementation of the TPA. The FTC also

di scussed Panamads next steps on outstanding inte
Provider Liability (Article 15.11.27) and pietablished damages (Article 15.11.8), and bilateral concerns

related to trade in agricultural products. Both sides agreed that implementation was proceeding and
providing new opportunities for traders and investors, and agreed on next steps on ongesngdSR

expects to hold the third FTC meeting to review implementation of the TPA in 2018.

Recogni zing the importance of an effective disput
and benefits under the Agreement, in 2017, both smiescied to work to establish four rosters of potential

panelists for disputes that may arise under the TPA concerning general matters, as well as under the Labor,
Environment, and Financial Services chapters of the TPA. The finalization of the rofitecsnplete the
establishment of the dispute settlement infrastructure for the Agreement, building on the 2014 FTC
decisions establishing model rules of procedures for the settlement of disputes, a code of conduct for
panelists, remuneration of panelistssistants, and experts, and the payment of their expenses. In
December 2016, the United States and Panama agree
2007 and 2012 changes to the Harmonized System (HS) nomenclature through an FTC dedisitn,

working to modify the rules of origin to reflect the 2017 HS nomenclature changes.

Labor

U.S. Government officials from the Department of Labor (DOL) met with officials from the Panamanian
Ministry of Labor and Maritime Authority in August 20Rnd discussed labor law enforcement issues in

the areas of child labor, wagedhour protections, union registration, subcontracting and -s&ort
contracts, and occupational safety and health. In addition, DOL funded three active technical assistance
projects to combat child labor in Panama and an independent research project to collect data on the
prevalence, nature, and possible effects on workers of a variety of working conditions and health issues,
including workrelated violence, in Panama andefigther countries in Central America. These actions
were subsequent to Panamads undertaking a series
2009 and 2016 to further strengthen its labor laws and labor enforcement, including new |axestdhe

right to strike, eliminate restrictions on collective bargaining, update the list of hazardous occupations
prohibited for children, and protect the rights of temporary workers. Some of these administrative actions
included addressing concernglie areas of subcontracting, temporary workers, employer interference with
unions, bargaining with neanion workers, strikes in essential services, and labor rights in the maritime
sector.

For a discussion of environment related activities in 201& Gleapter 1\VD.2.

10. Peru

Overview

The United StatePeru Trade Promotion Agreement (PTPA) entered into force on February 1, 2009.
Customs duties for PTPA qualifying U.S. goods have been eliminated on substantially all Peruvian tariff
lines. Perwvill remove all remaining tariffs, which apply only to select agricultural products, by 2026.

The PTPA is a comprehensive free trade agreement that resulted in the significant liberalization of trade in
goods and services between the United States’and The U.S. goods and services trade surplus with
Peru totaled $2.8 billion in 2016.
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The PTPA eliminates tariffs, removes barriers to U.S. goods and services, and includes important
disciplines with respect to customs administration and trade f#otifatechnical barriers to trade,
government procurement, services, investment, telecommunications, electronic commerce, intellectual
property rights, transparency, and labor and environmental protechic2317, U.S. goods exportskeru

totaled $8.7illion, up 9.2 percent from the year before, while U.S. goods imports from Peru totaled $7.3
billion, up 16.5 percent from 2016. Peruviahi e Uni t ed Statesdé6 35th | arges
$16.0 billion in total (tweway) goods trade in 2017..8. exports of agricultural products to Peru totaled

$1.2 billion in 2017. Leading product categories include corn ($224 million), wheat ($87 million), cotton

($84 million), soybean meal ($82 million), and dairy products ($80 millidhg United Statesdd a

services trade surplus of $1.1 billion in 2016.

U.S. foreign direct investment in Peru (stock), primarily in the mining sector, was $6.2 billion in 2016, a
7.7 percent increase from 2015.

Elements of the PTPA
Operation of the Agreement

The centrabversight body for the PTPA is the United Steesu Free Trade Commission (FTC), which
supervises the implementation of the agreemdime United States has worked effectively with Peru
through the FTC process to address U.S. priority issues, incltitingemoval of remaining Peruvian
bovine spongiform encephalopattsglated (BSE) trade restrictiona U.S. beef and beef products, and the
continued elimination of child and forced labor. In addition, the United State®htisued to work with

Peru orlogging issues under the Annex on Forest Sector Governance (Forest AsseOhapter IV.D.2.

for a discussion of environment related activities in 30The Forest Annex includes concrete steps to be
taken to strengthen forest sector governance and combat illegal logging and illegal trade in timber and
wildlife products. The Forest Annex also includes monitoring tools such as a requirement than@®ct co
audits and verifications of particular producers and exporters upon request from the United States.

The United States and Peru plan to hold the next meeting of the FTC in 2018.
Agriculture (SPS)

Since the PTPA entered into force, Peru has become of the fastest growing markets for U.S. beef in
Latin America, with growth accelerating after U.S. engagement to lift market access restrictions related to
BSE, which resulted in full market access for U.S. beef exports in March 2016. U.S. ekpesd$ and

beef products to Peru were valued at $22.2 miilioB017, more than tripling the $6.4 million posted in
pre-PTPA 2008.

Labor

Throughout 2017, the U.S. Government engaged with the government of Peru on the issues identified in
the Departmeno f Laborés (DOL) March 2016 report in re
PTPA Labor Chapter received in July 2015. The
and maintenance of laws and practices that protect fundamental Gtiieramnd the effective enforcement

of Il abor | aws, parti cul artlagitionaliexpbrts ane theausedof temporaPye r u
contracts in the textiles sector and agricultural industry. The DOL report that reviewed those issues
recognizeda number of positive steps taken by the Peruvian government to improve its labor law
enforcement since signing the PTPA in 2007, but raised some questions about the effectiveness of the
countryodéds | abor | aw enf or ce me rhé¢ goveament ofpPero aimed ad si X
addressing questions and c on c-manthreviemstatedment published n t h e
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in December 2016, noted steps and commitments by Peru in the area of labor inspections that would
represent progressfiilly implemented, but also identified remaining concerns regarding enforcement of

l abor | aws and the right t-vadifionabexpbrosectossf USAR, ®OLc i at i o
and the State Department continue to engage with the governmemtuabPeview progress on addressing

the issues identified in the report. USTR and DOL officials traveled to Lima in June 2017 and met with
Peruvian government, worker, business and civil society representatives. USTR and DOL also had two
videoconference with Peruvian government officials during the year. Further information on the Peru

labor public communication is available http://www.dol.gov/ilab/trade/agreements/ftabs.htm

I n addition, DOL has funded over $22 million in pr
laws and compliance with the PTPA Labor Chapter. The six technical assistance projects active in 2017
included one that supported the activitieshef National Superintendence of Labor Inspection (SUNAFIL)

in its enforcement of laws, regulations, and other legal instruments governing subcontracting, outsourcing,
and the use of shetérm employment contracts, especially in the textile and apparaiggicdltural export
sectors. Another project helped worker organizations identify labor law violations and trigger SUNAFIL
enforcement actions, supplementing labor inspection capacity building efforts. A third project carried out
an exchange program beten Brazil and Peru on good practices to address forced labor. As part of the
program, Brazilian and Peruvian law enforcement officials, including SUNAFIL representatives, conducted
joint forcedlabor inspections in Brazil and Peru and developed ancegitobls to investigate forced labor
cases in Peru.

Environment

For a discussion of environment related activities in 2017, see Chapter 1V.D.2.

11. Singapore

The United States met regularly with Singapore in 2017 to discuss priority bilaterakgonhl issues and

to evaluate the performance of the United St&8iegapore Free Trade Agreement (FTA), which has been

in force since January 1, 2004. The joint statem
of Singapore on October 22017 noted the success of the FTA in expanding trade, enhancing joint
prosperity, and promoting broader relations for the benefit of both countries. Other key meetings between

the United States and Singapore on FTA matters in 2017 included a review f Ahenvironment

provisions in October, discussions with Singapore labor officials in March and December, and a
comprehensive review of the FTA in Singapore in July. Since entry into force of the FT/GikgS8pore

trade maintained consistent trade suspk in both goods and services with Singapore (in 2017 the goods
surplus was $10.4 billion, and the services surplus in 2016 was $9.7 billion).

C. Other Negotiating Initiatives

1. The Americas
Trade and Investment Framework Agreements and other Bilateal Trade Mechanisms

USTR chairs bilateral meetings with rBTA partners in the Americas to discuss market opening
opportunities, including improving access for small and medium sized enterprises (SMEs) and resolving
trade issues with those governments. The United Statdsddesand Investment Framework Agreements
(TIFAs) with Argentina, signed in March 2016; with Uruguay, signed in January 2007; and with the
Caribbean Community, signed in May 2013 (to update and enhance a prior TIFA signed in 1991). The
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United States anBaraguay established a Bilateral Council on Trade and Investment in 2004. The United
States and Ecuador signed a Trade and Investment Council agreement in 1990. The United States and
Brazil signed the Agreement on Trade and Economic Cooperation in 2011.

Other Priority Work

The United States continued its engagement with other countries in the region, aimed at fostering bilateral
trade relations and resolving trade problems duri
the regionnclude:

Argentina

In March 2016, the United States and Argentina signed a TIFA, which established the Unitéd States
Argentina Council on Trade and Investmeiithe Council serves as a forum for engagement on a broad
range of bilateral trade issues, sasimarket access, intellectual property rights protection, and cooperation
on shared objectives in the World Trade Organization and other multilateral fora. The second meeting of
the Council was held in Buenos Aires in October 2017. The Council ek@bliee Innovation and
Creativity Forum for Economic Development (the Forum) in 2@il@iscuss issues of mutual interest,
including geographical indications, industrial designs, and the importance of intellectual property
protections for small and mediusized enterprises. The first meeting of the Forum was held in December
2016 in Buenos Aires, and the second meeting was held in Washington in July 2017. The Council and the
Forum will meet again in 2018.

Brazil

Bilateral dialogue with Brazil is condwexd through the United Statdrazil Commission on Economic and

Trade Relations (the Commission) established by the Agreement on Trade and Economic Cooperation
(ATEC), which was signed in 2011. The ATEC was intended to deepen U.S. engagement with @razil an
expand the trade and investment relationship on a broad range of issues including trade facilitation,
intellectual property rights and innovation, and technical barriers to trade. The most recent Commission
meeting under the ATEC was held in March 2@16he ministerial level. The next Commission meeting

will be held in 2018 in Brazil.

Canada

Trade tensions over softwood lumber are longstanding and deepéd. In the United States, most of the

fiber used to make softwood lumber is privately owaad sold; in Canada, provincial governments own
and control most of the fiber supply and most set the price for harvesting timber rather than allowing the
market to determine such prices.

On June 29, 2016, the two countries released a statement thatsaftwood lumber agreement would be
designed to maintain Canadian exports at or below an agreed market@hasevember 25, 2016, the

U.S. Lumber Coalition initiated actions under U.S. trade remedy laws challenging the harmful effects of
i d u mp e dudfairla sulgsidized Canadian lumber in the U.S. marKdtis marked the fifth time in
approximately 30 years that U.S. industry has availed itself of U.S. trade remedy laws to address this
imbalance, often resulting in bilateral softwood lumber disputtesgent agreementsThe most recent
agreement expired in 201®n November 8, 2017, the United States Department of Commerce published
the final rates for antidumping (AD) and countervailing duties (CMDY.S. imports of softwood lumber

from Canada.On December 7, 2017, the U.S. International Trade Commission voted unanimously that
imports of softwood lumber from Canada materially injured U.S. softwood lumber producers. The
applicable duty rates range from 3.20 to 7.28 percent for AD and 3.34 ®dét@&nt for CvD. Taken
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together, the generally applicabl e dall otherso r
initiated dispute settlement proceedings to challenge these duties under NAFTA and at the World Trade
Organization.

Paraguay

In June 2015, the United States and Paraguay signed a Memorandum of Understanding on Intellectual
Property Rights, under which Paraguay committed to take specific steps to improve its IPR protection and
enforcement environment, and USTR remokadaguay from the Special 301 Watch List. In November

2015, Paraguay hosted the twelfth meeting of the Bilateral Council on Trade and Investment. The United
States and Paraguay discussed a broad range of bilateral trade and investment issues, ricchasiad i
collaboration to expand economic opportunities for businesses and investors, implementation of the MOU
on IPR, and market access issues. On January 13, 2017, the United States and Paraguay signed a TIFA,
which will enter into force once the pasi notify each other in writing that they have completed any
necessary internal procedures. The first meeting of the Trade and Investment Council established under
the TIFA is expected to be held in Washington in 2018.

Uruguay

In May 2016, Uruguay hosted the seventh meeting of the United iStategiay Trade and Investment
Council under the TIFA, which was signed in 2007. The United States and Uruguay discassgdcd
bilateral trade and investment issues, including tfadéitation, improving opportunities for SMEs, and
market access matters. The next meeting of the Trade and Investment Council will be held in Washington
in 2018.

2. Europe and the Middle East

The United States uses Free Trade Agreements (FTASs), Bilidgestment Treaties (BITs), TIFAs, and

other mechanisms to engage with the European Union (EU) and its 28 Member staid, Eumopean
countries, Russia, certain countries of western Eurasia, the Middle East, and North Africa to eliminate trade
barriers, increase U.S. exports, encourage the development of intraregional economic engagement, foster
partner country policies grounded in the rule of
the WTO(see Chapter V.J.6or more informatioron WTO accessions

During 2017, USTR focused on implementing a plan for engagement with the EU aimed at reducing
regulatory and other barriers to U.S. exports and strengthening cooperation on global trade issues and third
countries of common concern, esfally China. USTR established a new United Stalieised Kingdom

(UK) Trade and Investment Working Group to begin shaping the WS.relationship post Brexit. In

2017, USTR also pressed Russia to implement fully its WTO commitments and promotaes poli
Eurasia to open markets to U.S. exports and support
in the Middle East and North AfricAENA) region centered on ongoing political and economic reforms,

as well as trade and investment integnati

Deepening U.SEU Trade and Investment Relations

The U.S. trade and investment relationship with the EU is the largest and most complex economic
relationship in the world. Transatlantic trade flows (goods and services trade plus earnings and payments
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on investment) averaged an estimated $5.1 bikiadn dayof 20177 The total stock of transatlantic
investment was $5.2 trillion in 2016 (latest data available).

The United States and the EU launched negotiations on the proposed\ifaaitis Trade and Investment
Partnership (ATIP) agreement in 2013By the end of 2016, following 15 negotiating rounds, important
differences remained on critical negotiating areas of the agreement.

In May 2017, the President and EU leaders asked senior officials to develop a plan to gulge U.S.
engagement on reducinigade barriers and strengthening cooperation on global trade issues of shared
concern, with particular attention to the increasing challenges posed by China. Thus in 2017, USTR and
European Commission Trade Directorate staff met several times, mostyr@t@ttober in Washington,

D.C., to pursue this plan, while experts responsible for specific issues engaged with counterparts on an
ongoing basis.

With respect to China, the USTR and Trade Directorate teams have been cooperating on issues including
Chimmbs WTO challenges against the decision by the
economy status, 0 Chinabés fAMade in China 20250 ind
capacity, subsidies and stat@ned enterprises, amahtidumping duty evasion.

On bilateral trade barriers, the United States has worked with the European Commission to address costly
EU regulatory barriers to U.S. exports, building on the bilateral discussions of previous years. These
include:

1 Technicalbarriers to trade and sanitary and phytosanitary barriers that impede U.S. exports to the
EU of numerous specific products.

1 An EU regulatory system that generally does not recognize U.S. standards and other international
standards that U.S. manufacturess.

T The EUbds refusal to allow U.S. product testing
goods with EU regulatory requirements, as EU testing bodies do for EU goods bound for the U.S.
market.

1 Inadequate transparency and opportunitysftakeholder participation in EU regulatory processes.

T The EUbds practice of encouraging trade agr eeme
products manufactured to different U.S. and other international standards.

U.S:-UK Trade and Investmentdfking Group Following a national referendum in 2016, the UK notified

the EU in March 2017 of its intention to | eave tfF
two-year process of negotiating the terms of the UK exit from the EU, as wekiasuture trade and

investment relationship. The UK exit from the EU is likely to have significant effects oAJK.&nd

U.S-EU trade, including raising the potential of a bilateral W&.trade agreement once the UK leaves

the EU. In July 2017, thdnited States and the UK established a Trade and Investment Working Group in

order to: (1) explore ways to strengthen trade and investment ties prior to Brexit; (2) ensure that existing
U.S-EU agreements are transitioned to LUK agreements; (3) lay ttgroundwork for a potential future

free trade agreement once the UK has left the EU; and (4) collaborate on global trade issues.

46 Based on the first three quarters of 2017.
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The Working Group met in July and November 2017, in additial toocmeetings of technical specialists
throughout the yeagnd intends to continue to meet quarterly.

Ongoing Engagement with Turkey and the Middle East and North Africa

The revolutions and other changes that swept through the MENA region beginning in 2011 have provided
new opportunities and posed new challengith respect to U.S. trade and investment relations with
MENA countries (especially countries in transition such as Tunisia, Morocco, Jordan, Egypt, and Libya).
USTR has coordinated with other U.S. federal agencies as well as with outside expertshiotbsts in

both the United States and MENA partner countries to explore prospective areas for cooperation that could
yield the quickest results in terms of increased trade and investment, in addition to developingtonger
trade and investment objeatis with regional trading partners.

In 2017, the United States continued to monitor, implement, and enforce existing U.S. FTAs in the region
(Bahrain, Israel, Jordan, Morocco, and Oman) and pursued TIFA consultations with Algeria, Egypt, Saudi
Arabia, andlunisia.

The United States also pursued further engagement with the Gulf Cooperation Council (GCC) countries
(Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates) as a group through the U.S.
GCC Framework Agreement for Trade, Econonmvestment and Technical Cooperation. Enhanced U.S.
dialogue with the GCC is aimed at ensuring that U.S. interests are fully represented as the GCC develops
as a regional organization dedicated to harmonizing standards, import regulations, and gonformi
assessment systems among its member states.

Recogni zing Turkeyb6s continuing importance as a t
revived discussions with the Turkish government under the bilateral TIFA process. Key issues of focus
were the openness of the digital economy, intellectual property protection and enforcement, and the
reduction of various market access barriers for both goods and services.

Promoting Transparent and RulesBased Economies in Eurasia

Throughout 2017, theJi t ed St ates worked with countries on
Caucasus to reinforce the importance of international trading rules and to promote economic growth.

For example, the United States continued to work with stakeholders and gowetintadocutors in
Ukraine to address market access barriers, advance a stable investment environmemaeadhe strong
enforcement of intellectual property rightsn October, the United States participated in the seventh
meeting of thdJnited StaesUkraine Trade and Investment Council in Kyiv, and identified priority areas

in which cooperation could lead to an expand#ateral trade and investment relationship. Likewise, the
United States and Moldova held the second meeting of the United-Biaiiova Joint Commercial
Commission in Chisinau, Moldova, at which both sides identified concrete steps to promote and protect
bilateral market access. The United States also continued discussions with Georgia and Armenia to promote
strong markebpenirg trade and investment policies through the United StGsesgia HighlLevel
Dialogue on Trade and Investment and the United Sfateenia Trade and Investment Framework
Agreement.

Russia continues to employ increasingly protectionist policies, discriminating against imports in favor of
domestic goods and services. Although the United States continues to restrict its bilateral engagement with
Russia as a c ons eminbkiane, it a$ notResisated, \@hérs appraptiaie, to highlight

the potential WTO inconsistency of Russiads prote
mechanisms to pursue full compliance where Russia appeared to fall short. HueStaies will continue
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to insist that Russia implement its WTO obligations and will use all available tools of the WTO, as
appropriate, to enforce those obligatioi$he United States will also continue to follow and evaluate the
actions of the EurasiaBconomic Commission (EEC), the administrative arm of the Eurasian Economic
Union (EAEU; comprising Armenia, Belarus, Kazakhstan, Kyrgyzstan, and Russia), on Central Asian
states and, where appropriate, work with the individual EAEU member states to @mspi@ance with

WTO rules.

3. Japan, Republic of Korea, and the Asidacific Economic Cooperation
Forum

Japan

The Trump Administration is committed to achieving a fair and reciprocal trading relationship with Japan.
It seeks equal and reliable accessf Amer i can exports to Japands mar ke
barriers, imbalances, and deficits with Japan.

In February 2017, President Trump and Prime Minister Shinzo Abe agreed to the Unitedatares
Economic Dialogue when the two leaslenet in Washington, D.C. In April 2017, Vice President Mike

Pence and Deputy Prime Minister Taro Aso launched the United -Stgieas Economic Dialogue in

Tokyo, Japan. They agreed to structure the Economic Dialogue along three policy pillars, irmheding
focused on trade and investment rules and issues. In October 2017, Vice President Pence and Deputy Prime
Minister Aso met for the second round of the Economic Dialogue, where they affirmed the importance of
strengthening bilateral economic, tradeg amvestment ties.

Some initial progress was achieved on bilateral trade issues in the October meeting, including the lifting of
Japanés restrictions on U.S. potatoes from I daho
streamline noise and emis ons testing procedures for Uu. S. aut c
Preferential Handling Procedure (PHP). Japan committed to ensure meaningful transparency and fairness

in its system for geographical indications (Gls) in accordance with its dlmmew and procedures,

including those receiving protection through international agreements. Japan also committed to ensure
meaningful transparency continuously with respect to reimbursement policies related to life sciences
innovation.

In November 2@ 7 , during President Trumpbés trip to Japar
leaders discussed promoting balanced trade, including by taking additional steps bilaterally to advance these
objectives. Building on outcomes under the Economic Dialdgpesident Trump recognized further steps

taken by Japan in the areas of automotive standards and governmental financial incentives for motor
vehicles, as well as efforts to strengthen the transparency of deliberations affecting the life sciences
industry,as signs of continuing progress on bilateral trade issues. President Trump and Prime Minister Abe
decided to accelerate engagement on trade in ways that expand the potential of the bilateral trade
relationship.

The United States continues to engage Jdépan to seek further progress on bilateral trade issues, in order
to secure better access and fair treatment for U.S. exporters seeking to expand exports and other
opportunities in the market of the United Statesbd

The United States also worked closely with Japan in various fora in 2017 to address trade issues of common
interest, including those in thicbuntry markets. This work included closely coordinating on certain
World Trade Organization (WTQO) dispute setint cases. In addition, on the sidelines of the WTO
ministerial meeting in December 2017, the United States, Japan, and the EU agreed to strengthen their
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commitment to ensure a global level playing field by tackling unfair practices which have ledab glo
overcapacity and other unfair market distorting and protectionist practice by third countries. The United
States and Japan also worked closely together in thePasific Economic Cooperation (APEC) forum to
advance issues such as digital trade.

Republic of Korea (Korea)
(See Chaptell.A.2 for discussion of the United Statiéerea Free Trade Agreement.

In addition to close engagement with counterparts in the Korean government through committee meetings
and working groups established under thetéthiStatesKorea Free Trade Agreement (KORUS FTA),

USTR continues to hold bilateral consultations with Korea in a variety of formats to address bilateral trade
issues, as well as other emerging issues. These meetings are augmented-tlBvebringagemd. In

2017, the United States and Korea held a number of bilateral trade consultations, in which the United States
addressed a substantial number of outstanding issues, including those related to automobiles, customs,
competition policy, medical devicdiprmaceutical reimbursement pricing, agriculture, labor, and services.

APEC
Overview

According to its Secretariat, the 21 member economies of thePasific Economic Cooperation (APEC)

Forum collectively account for approximately 40 percent ofwher | dds popul ati on, ap
percent of world GDP and about 45 percent of world trade (if-Birdrade is included in world trade, or

59 percent if intreEU trade is excluded). In 2017, United StaA&EC total trade in goods was $2.6

trillion. Total trade in services w&d58 billion in 2016 (latest data available). The significant volume of

U.S. trade in the Asi®acific region underscores the importance of the region as a market for U.S. exports.

Since its founding in 1989, U.S. particigmtiin the APEC forum has substantially contributed to lowering
barriers across the AsRacific to U.S. exports.

In 2017, Vietnam hosted APEC under the thédmér eat i ng New Dynami sm, Foste
At the November AP E Gnedtiegaid Ranang, dieindam, MPEC ecoromies seported
progress and identified areas for future work in areas such as removing trade barriers, creating more
transparent and open regulatory regimes, and reducing trade costs. The activities below degefbe the
outcomes that advance the U.S. trade and investment agenda in the region.

2017 Activities

Digital Trade: APEC continues to advance a Yefl.initiative to identify building blocks to facilitate

digital trade. These building blocks will promotdipi@s to prevent barriers to digital trade that negatively
affect U.S. competitiveness, as well as help APEC economies take advantage of the rapidly growing digital
economy. In 2018, APEC will continue development of this initiative through policy dieéoglhe United

States also will seek to expand patrticipation in its initiative with 11 other APEC economies to support a
permanent customs duty moratorium on electronic transmissions, including electronically transmitted
content.

Trade Facilitation: In 2017, APEC adopted the second phase of an action plan that aims to wontinue
improve trade facilitation efforts by APEC economies into 2018, including supply chain performance and
implementation of the WTO Trade Facilitation Agmree n t . APECOG6s work in thes:i
significantly cheaper, easier, and faster for U.S. exporters to access markets acrossRheifisragion.
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In 2017, APEC member economies participated in a number of projects, including in areas sech as p
arrival processing, advance rulings, expedited shipments, release of goods, and electronic payments. In
2018, APEC will focus on improving transparency with respect to procedures, forms, and documents
necessary for import, export, and transit of gowiikin the region.

Services: APEC economies continue to implement the APEC Services Competitiveness Roadmap (ASCR).
The ASCR sets APE@ide and individual targetso advance services liberalization and domestic
regulatory reform to be achieved by 2028PEC is developing a services trade restrictiveness index to
identify areas in which removal of restrictions can improve the overall competitiveness of services markets.
This index should be compatible with similar indices prepared by organizationastienOECD, so that
comparisons can be made with PMRAEC economies. APEC is also working on developing aliading

set of principles on domestic regulation, to help improve the transparency and due process of services
licensing bodies in APEC econorsie

Regulatory Transparency: In 2017, APEC economies built on earlier work related to good regulatory
practices (GRP), including regulatory transparency. In August 2017, the United States worked closely with
Vietnam to organize the 10th Conference on @&&tegulatory Practices, which included panels on
transparency, internal coordination of rulemaking activity, enquiry point operations, processing public
comments, regulatory impact assessment, and rulemaking in a crisis. The United States also organized a
workshop to enhance regulatorsd expertise on the
program included presentations on determining when to regulate, developing effective technical
regulations, reports in WTO cases, regulatory cooperatiorgafdrmity assessment.

Food and Agricultural Trade: In 2017, the APEC Food Safety Cooperation Forum Partnership Training
Institute Network, a U.9ed effort that strengthens capacity in food safety, held a workshop on export
certificates to help atterés determine when such documentation is necessary. Also as of 2017, one APEC
economy has implemented the APEC Model Wine Export Certificate developed by the APEC Wine
Regulatory Forum in 2016. Greater use of-bslsed, scientific principles for food ott certificates and

the model wine certificate, where appropriate, could reduce administrative burdens on producers and
traders. In 2017, the High Level Policy Dialogue for Agricultural Biotechnology continued its work to
remove barriers to the use anade of agricultural biotechnology. The Committee on Trade and Investment
held a session on the removal of barriers to trade in agriculture products. An APEC private sector study
highlighted that reductions in unwarranted barriers to trade in agrigidimods could increase trade among
APEC members and improve food security.

Intellectual Property: In 2017, the United States continued to use APEC to build capacity and raise
standards for the protection of intellectual property rights in the-Radic region. This included U.S.

led initiatives on combating trademarifringing and counterfeit goods, which often present threats to
consumer health and safety, at the border.

Free Trade Area of the AsRacific (FTAAP): In 2017, APEC advanced impleraion of the 2016 Lima
Declaration on FTAAP. In that regard, economies proposed and considered work streams in areas related
to tariffs, services, investment, ntariff measures, rules of origin, and next generation trade and
investment issues. The Wed States introduced important topics designed to foster free and fair trade in
the region, including work in the areas of technology choice, addressing issues presented by state owned
enterprises, and trade in remanufactured products. Work related\fPFdan improve the ability of all

APEC economies to participate in bilateral or other free trade agreements that achieve high standards by
removing barriers and unfair practices while embracing more open markets.

APEC, in addition, recognized its impantarole in support of a trading system that is free and open, but
also one that is fair and reciprocal. For the first time, APEC leaders recognized the importance of reciprocal
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and mutually advantageous trade and investment frameworks, and committe#t together to address

unfair trade practices. APEC also acknowledged that the WTO is only able to function properly when all
Members follow the rules as negotiated, and committed to improve the functioning of the WTO to address

the challenges facingthatn st i t ut i on. In the future, APECO6s com
to APECO6s ability to serve as an effective forur
companies from realizing the opportunities in the Azaific region.

4. China, Hong Kong, Taiwan, and Mongolia

China

See USTR 2017 Report to Congress on C
https://ustr.gov/sites/default/files/files/Press/Reports/China%202017%20WT0O%20Report.pdf

United StatesHong Kong Trade Relations

The United States continued its efforts to expand trade with Hong Kong, a Special Administrative Region

of the Peopledbs Republic of China. Foll owing a g
Kong in 2013 and the World Organization for Asnima Heal t hés upgrade of the U.
bovine spongiform encephalopathy to negligible risk, Hong Kong opened its market fully to all U.S. beef

and beef products in 2014. However, there are a few pending issues of concern. While Hong Kong
generally provides robust protection and enforcement of intellectual property rights, the copyright system

has not been updated and is vulnerable to digital copyright piracy. In addition, Hong Kong finalized its

Code of Marketing and Quality of Formula IKiand Related Products and Food Products for Infants and

Young Children in June 2017. Although this Code is voluntary, there is concern among U.S. stakeholders

that it will becomede factomandatory if compliance is required by Hong Kong Hospital Authtenders.

United StatesTaiwan Trade Relations

The United StateFaiwan Trade and Investment Framework Agreement (TIFA) Council, which meets
under the auspices of the American Institute in Taiwan and the Taipei Economic and Cultural
Representative Offe in the United States, is the key forum for both economies to resolve and make
progress on a wide range of issues affecting the United Statean trade and investment relationship.

The most recent TIFA Council meetimgs held in October 2016. Pritar this meeting, authorities from

both sides convened meetings at the working group level and held expert level discussions on issues
including intellectual property rights, agriculture, medical devices, and pharmaceuticals. The TIFA Council
meeting its# yielded important concrete results for U.S. stakeholders. The United States welcomed efforts

by Taiwan authorities to follow through on prior TIFA commitments related to intellectual property rights
(IPR), including with respect to digital piracy; phaceuticals; medical devices; and, registration of
chemical substances. With respect to IPR, the TIFA talks took stock of progress on pharmaceutical patent
protection and committed to strengthen engagemen:
legitimate educational materials and enhance enforcement cooperation. The two sides also discussed how
to deepen exchanges and cooperation in the area of transparency and agreed to continue the exchange of
views on pending revistions to Taiwanbés Copyright

In July 2017, under the auspices of the American Institute in Taiwan and the Taipei Economic and Cultural
Representative Office in the United States, the United States and Taiwan heleljpliogetings in which

the two sides assessed the progresgjoeade on TIFA commitments. The two sides also held the Second
Medical Devices Timé¢o-Market Dialogue and the Transparency and Procedural Fairness Dialogue.
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The United States continues to express asaemdtous co

based upon science. Priorities for the United St
and certain U.S. beef products produced using ractopamine and removing other barriers to U.S. beef offal
products. Other key areas offos i ncl ude Tai wands rice procuremen:

with greening, the regulatory process for setting pesticide maximum residue limits, and market access
barriers facing U.S. agricultural biotechnology products and certified U.S. ofgauaiacts.

The United States will continue to work to address and resolve the broad range of trade and investment
issues important to U.S. stakeholders through engagement under the TIFA framework as well as through
multilateral fora such as the WTO. Theaited States will continue to engage on agricultural issues, IPR

i ssues such as t hose invol ving Taiwanés Copyrig
predictability in pharmaceutical and medical device pricing and reimbursement. The Uniesdaia

will continue to utilize the TIFA Investment Working Group for dialogue with Taiwan authorities to address

a robust set of priority investment i ssues and t
United States will continue to conct exchanges under the TIFA Technical Barriers to Trade Working

Group to ensure that technical regulations do not create excessive burdens for the industries that they affect,
such as chemicals, cosmetics, and consumer products.

United StatesMongolia Trade Relations

The United States and Mongolia renewed their engagement under the United/8tagetia Trade and

Investment Framework Agreement (TIFA) in 2015, holding a meeting in May of that year. This fifth TIFA
meeting was the first one since the twides launched negotiations over a bilateral agreement on
transparency in matters relating to trade and i n:
ongoing efforts to make the legal changes necessary for the entry into force of the bitateparancy

agreement, which was signed by the two sides in 2013 and ratified by the Mongolian Parliament in 2014.
The TIFA meeting also provided the opportunity to
mining laws aimed at encouraging mooggign investment into Mongolia as well as a range of investor
concerns about Mongoliabs investment <cl i mat e.

In January 2017, the United States and Mongolia exchanged letters enabling their bilateral transparency
agreement to enter into force, effective @ays later. This agreement applies to matters relating to
international trade and investment and includes joint commitments to provide opportunities for public
comment on proposed laws and regulations and to publish final laws and regulations. Titagiqgrub
commitment includes the obligation to publish final laws and regulations in English, which should make it
easier for U.S. and other foreign enterprises to do business in, and invest in, Mongolia. The transparency
agreement also commits the twartes to ensure that administrative agencies apply fair, impartial and
reasonable procedures and that persons affected by the decisions of administrative agencies have a right to
appeal those decisions. Additional commitments address the applicatiosciplinies on bribery and
corruption.

5. Southeast Asia and the Pacific

Free Trade Agreements

Throughout the year, the United States continued to monitor and enforce its FTAs with Singapore and
Australia See Chapter 11.B for additional informatipn
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Managing U.S:Southeast Asia and Pacific Trade Relations

The Presidentdos | andmark trip to Asia in the fal
Pacific. In his speech to the APEC CEO Summit in Danang, Vietnam on November 1@h2@résident

offered a renewed partnership to work together to strengthen the bonds of friendship and commerce in the
Indo-Pacific and to promote prosperity and security. In his speech, the President announced that the United
States would pursue tradereagments with nations in the IndRacific that want to partner with the United

States and that will abide by the principles of fairness and reciprocity.

In support of these objectives, the United States met throughout 2017 with countries in Southeast Asia

the Pacific to pursue trade outcomes that increase U.S. economic growth, promote job creation in the United
States, promote reciprocity with U.S. trading partners, and expand U.S. exports. These discussions took
place under our bilateral Trade angdatment Framework Agreements (TIFAs) with eight Association of
Southeast Asian Nations (Burma, Cambodia, Indonesia, Laos, Malaysia, Philippines, Thailand, and
Vietnam) and New Zealand and under our joint FTA Committees with Australia and Singapore.

Remoring market access barriers that block U.S. exports and contribute to our trade deficits with Southeast
Asian and Pacific countries was a key focus of our TIFA meetings over the past year. Notable engagements
include Vietham, where the United States held formal TIFA meetings and working group meetings to
address issues related to motor vehicles, agriculture, electronic payments, digital trade, intellectual property,
and labor reforms. With Indonesia, the United States held a formal TIFA meetinger20lid and
subsequent discussions in Jakarta and Washington, D.C. to address a humber of serious market access
restrictions including agricultural import barriers, import licensing restrictions, and localization
requirements. In addition, the United Ssateorked to address priority market access issues in TIFA
meetings with nearly all other countries in Southeast Asia including the Philippines, Thailand, Malaysia,
Burma, Cambodia, and Laos.

The United States also used TIFA meetings in 2017 to encounggetant trade policy reforms by partners

in Southeast Asia. In line with a bilateral intellectual property work plan agreed in 2016, Thailand adopted
several corrective actions that improved its intellectual property regime and resulted in Thailand being
moved from the Special 301 Priority Watch List to Watch List in December 2017. With Burma, the United
States held a preparatory TIFA meeting to encourage continued economic reforms, particularly in the areas
of investment, customs, agriculture, and imgigensing, and continued work under the Myanmar Labor
Initiative, launched in 2014, including preparations for a labor stakeholder forum that took place in January
2018. Following USTR and Department of State advocacy, in January 2018 the Burmesm@atvern
renewed two lapsed agreements with the ILO to address the issue of forced labor. In addition, the United
States provided training to Indonesia on good regulatory practices and continued to encouragiaatior
reforms in Laos and Cambodia.

U.S-ASEAN Trade and Investment Framework Arrangement

The United States continued to work with ASEAN under the auspices of the ABRA&H States Trade

and Investment Framework Arrangement to further enhance trade and investment ties between the United
States and ASEAN, which collectively represents our fourth largest trading partner, to create fairer and
more reciprocal trade. The work includes cooperation on trade facilitation initiatives; work on specific
standards development and practices; promatimgortunities for small and medium sized enterprises
(SMESs); and pursuing initiatives that advance common interests on trade and the environment. Working
with Singapore under the Third Country Training Program, the United States has also providepdrainin
digital trade, SMEs, and implementation of the WTO Trade Facilitation Agreement in 2017. After
concluding joint principles with ASEAN on investment, and transparency, and good regulatory practices in
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2016, USTR continued in 2017 to work on estahbtigriommon approaches to digital trade, including the
importance of free flow of data and prohibiting localization requirements.

6. Sub-Saharan Africa

Overview

Throughout the year, USTR maintained an active program to promote U.S. trade and inviestnesis
across susaharan Africa, including by participation in the African Growth and Opportunity Act (AGOA)
Forum and bilateral engagement with a range ofSafiaran African partners, including Kenya, Nigeria,
and South Africa.

Total twoway goodsrade with SubSaharan Africa was $39 billion in 2017, exports were $14.1 billion,
up 4.6 percent from the year before, while imports were $24.9 billion, up 23.6 percent from 2016.

President Trumpdés Working Lunch with African Lead

On September 20, 201Rresident Trump hosted a working lunch in New York with African Heads of State
from Cote dolvoire, Ethiopi a, Ghana, Gui nea, Na mi
the lunch, the President stated his desire to promote prosperity aredipehe region on a range of
economic, humanitarian, and security activities. President Trump expressed a desire to foster opportunities
for job creation in both Africa and the United States and to extend economic partnerships to countries that
are commtied to seHreliance.

AGOA Forum

On August 89, 2017, Ambassador Robert E. Lighthizer led a U.S. delegation to the annual AGOA
Ministerial Forum in Lomé, Togddr more information on AGOA, see Chapter I11.A.11

Ministerial on Trade, Security, and Governance in Africa

On November 17, 2017, USTR participated in a Ministerial on Trade, Security, and Governance in Africa
hosted by Secretary of State Rex Tillerson at the U.S. Department of State. Senior U.S. Government
officials, foreign ministers, andepresentatives from 37 African countries and the African Union
Commission, as well as representatives from the U.S. and African private sectors, discussed efforts to
reinforce economic partnerships with Africa to facilitate greater growth and prosjpefityth Africa and

the United States.

U.S-Nigeria Binational Commission Meeting

On November 20, 2017, USTR patrticipated in the Bli§eria Binational Commission meeting in Abuja,
Nigeria, highlighting key concerns as well as opportunities dooperation in the bilateral trade
relationship.

Trade and Investment Hubs

USAID maintains three Trade and Investment Hubs inSaitaran Africa that provide extensive support

to deepen the U.R\frica economic and commercial relationshithe East Afrca Trade and Investment

Hub in Nairobi, Kenya; the Southern Africa Trade and Investment Hub in Pretoria, South Africa; and the
West Africa Trade and Investment Hub in Accra, Ghana. The Hubs work to boost trade and investment
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with and within each regionEach Hub has been working to deepen regional integration, increase the
competitiveness of select regional agriculture value chains, and promewagwwade with the United
States under AGOA.

Bilateral Trade Programs

In the summer of 2015, following thé S-Africa Leaders Summit, USAID and USTR mobilized to expand
trade programs bilaterally in five countries: Cot e
officials signed Memoranda of Understanding with the respective governments higlgligig common

goals of enhancing twaay trade between the United States and these countries, increasinggitnel

trade, and improving the environment for trade and investment. Activities include implementation of the
Worl d Tr ade OdgFadlifatiom Agreemerit §TFA), Agreement on Technical Barriers to

Trade (TBT), and Agreement on the Application of Sanitary and Phytosanitary (SPS) Measures. Trade
promotion efforts under this initiatiofexportandl ude s
AGOA strategies; strengthening the institutional capacity of trade support institutions like local export

import banks, investment promotion agencies, and standards bureaus; and, working with port authorities

and customs agencies to redueesd, streamline customs procedures, and improve port and border
management. Under this initiative, USAID also is supporting regional capacity building on customs and

SPS matters through the Economic Community of West African States (ECOWAS).

7. South andCentral Asia

India

Two-way U.S:India trade in goods and services in 1980 was only $4.8 billion; it grew to an estirhaded $
billion in 2016 (latest data available for goods and services tfagie)annual growth rate over this period
of more than 9 @rcent Although existing Indian trade and regulatory policies have inhibited an even more

robust trade and investment relationship, I ndi aéb
significantly more U.S. e Xxigoods and senvices taxemay help areate . [
a common internal market that significantly lowers transaction costs. Additionally, implementation of

I ndi aébs National Intell ectual Property Rights pol

areencouraging,htere has also been a general trend of tariff increases in India, which reflects an active
pursuit of import substitution policieFhhe United States continues to press India to make meaningful
progress in relation to these ambitious goalsygnily through the United Statésdia Trade Policy Forum
(TPF).

In addition to these ongoing concerns, U.S. stakeholders submitted petitions in late 2017 on restrictions on
market access for dairy products and medical devices, seeking suspensiom @ thdibenef i t s un.
Generalized System of Preferences (GSP) program. The most recent TPF, held on October 26, 2017, in
Washington, DC, yielded limited progress on these and other areas of concern. USTR will continue to
press for progress across thé fange of bilateral trade issues, including intellectual property rights and

market access for agriculture, nagriculture goods, and services. These efforts will include TPF
intersessional meetings, which include participation by séei@l officials from key U.S. departments

and agencies, and the ministeit@lel TPF at the end of 2018. This enhanced bilateral engagement will

provide an opportunity to achieve meaningful results on a wide range of trade and investment issues.

Supporti ng ightimn Bargladesh R

Foll owing the 2013 suspension of Bangl adeshdéds GSP
rights, USTR dedicated significant time in 2014 and 2015 to working with the government of Bangladesh
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and other stakeholdersto momito Bangl adeshds progress in addressin
annually has |l ed senior delegations to Bangl adesh
and workersod6 safety issues. U SoTthe Sastaisability Gerdpadt h e  U.

in 2017, which includes Bangladesh, Canada, the European Union, and the International Labor
Organization (ILO). Although Bangladesh has made some progress on these issues, especially with respect
to workplace safety, more pmyress is necessary before GSP benefits can be restored, particularly with
respect to freedom of association, including cumbersome union registration requirements and the protection
of labor leaders from violent reprisals. USTR and the Departments of aab@tate continue to monitor

this issue carefully, including situations of labor unrest in 2017.

In May 2017, the United States and Bangladesh met in Dhaka under the UnitedBStafiesiesh Trade

and Investment Cooperation Forum Agreement (TICFA). TI&FA provides a mechanism for both
governments to discuss trade and investment issues and areas of cooperation, and provides an additional
opportunity for the U.S. Government to exchange vi
andworker6 r i ght s.

USTR wi | | continue its efforts to strengthen resp
access and other trade barriers through the TICFA. Additionally, the U.S. Department of State, the U.S.
Department of Labor, and USAID ciimue to implement technical assistance projects aimed at addressing

the concerns that led to the withdrawal of GSP benefits. USTR will coordinate efforts to convene a meeting

of the Sustainability Compact and work with the governments of BangladeshdeCana the European

Union, the ILO, and multstakeholder initiatives, such as the Alliance for Bangladesh Worker Safety (the
Alliance) and the Bangladesh Accord on Fire and Building Safety (the Accord). The Alliance will terminate

its present operatioris Bangladesh in June 2018 but is in the process of setting up a successor initiative.
USTR will carefully monitor the transition to the new initiative and its implementation.

Advancing U.S. Engagement with Central Asia

In the World Trade Organization (WTO), the United States provided strong support for WTO Membership
for the Central Asi an countri es, pl aying a critic
with Uzbekistan in 2017 on its renewed interesMRO accession.

Regionally, in 2017, a United Stat€entral Asia Trade and Investment Framework Agreement (TIFA)
Council meeting was convened in Almaty, Kazakhstan, with the five Central Asian coluitaeakhstan,
Uzbekistan, Kyrgyzstan, Turkmeniataand Tajikistari as Members, plus Afghanistan as an Observer.
The next TIFA Council meeting will be convened in the fall of 2018 to continue to focus on actions to
address regional connectivity, economic cooperation, customs issues, sanitary arahjphggtaseasures,
standards and technical barriers to trade, i ntel]l
empowerment, energy trade, and cowsfgcific trade and investment issues. In 2017, USTR proposed
and attained consensus for a nearking group on Intellectual Property Rights under the United States
Central Asia TIFA. While in Kazakhstan, USTR engaged the government and other stakeholders regarding
a GSP petition submitted in 2017 by the American Federation of labor and Confreskistrial
Organizations (AFLCIO). The petition alleges violations of internationally recognized worker rights, and
USTR will lead the interagency process in 2018 to determine whether to accept it for review. USTR also
engaged with the new governmeitUzbekistan to discuss longstanding concerns regarding labor and
intellectual property rights in hopes of deepening trade and economic engagement and addressing

raised under the GSP.
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Improving Trade and Investment Relations with Sri Lanka, Ngpal, and the Maldives

A reformrminded government elected in Sri Lanka in late 2015 has committed to address human rights and
accountability for actions taken during the long civil war against Tamil insurgents and to enact wide ranging
political and econoin reforms. In September 2017, USTR met in Colombo with key Sri Lankan ministers

to discuss the U.S. Administrationds trade policy
next United StateSri Lanka TIFA Council meeting to work on caate steps to increase trade.

Nepal is still recovering from a devastating earthquake that struck the country in 2015. Implemented in
2016, the Nepal preference progrprovides dutyfree treatment through December 31, 2025 for 77 types

of products fronNepal, including certain carpets, headgear, shawls, and scarves. This program is designed
to i mprove Nepal s export competitiveness and hel
The United States will continue to work with Nepal and prevtsthnical assistance, aid its recovery, and

deepen bilateral trade engagement.

In 2017, to followup on the first ever TIFA meeting with the Maldives in 2014, USTR continued to monitor
efforts to improve wor ker s & htiS.oepartimerit of Labontechnid¢all di v e
assistance and continued discussion on sectors of mutual interest, such as the fishing and tourism industries.

Contributing to Regional Stability

In 2017, the President announced the South Asia strategy, and UST&gquaomplementary efforts to
strengthen our engagement with South and Central Asia as part of a broader effort to boost trade, trade
fostering investment, employment, poverty reduction, and sustainable development. Working with other
U.S. agencies, USTPRarticipated in bilateral and other hitgvel meetings with officials from South Asia,
Afghanistan, Iraq, Pakistan, and Central Asia. Key highlights from 2017 include the following:

1 Under the United State&fghanistan TIFA, USTR led a U.S. delegatioratdlFA Council meeting
in March of 2017 in Kabul. Both sides focused on efforts on improving trade and investment flows,
as wel |l as the U.S. Governmentds continuing a:t
the obligations in its accession probbto the WTO, a milestone that was achieved in 2015. USTR
is working with Afghanistan on obtaining its full membership in the United SGeesral Asia
TIFA as well . This will further Afghanistanés
trade and economic ties with the region.

1 USTR worked with Iraqg to identify ways to address market access barriers to U.S. agricultural
exports such as poultry, rice and wheat. UST
benefits in response to etition from the AFECIO that alleges violations of internationally
recognized worker rights. During 2016, Irag implemented labor reforms that directly addressed a
number of the chief complaints in the GSP petition. USTR met with aléngh Iraqi trae
delegation in July 2017 and pushed for market access for U.S. agricultural goods.

1 USTR and the Ministry of Commerce of Pakistan held an intersessional meetingUriitbe
StatesPakistan TIFA in June 2017. During the meeting, the U.S. delegationadddor market
access for u. S. beef product s, distillerdés dri
engagement on intellectual property rights; and tax predictability for U.S. companies.

T Afghani stanés recent accession to the WTO wil/l
transit trade and regional connectivity. Such efforts will create opportunities for U.S. exporters in
2018 by providing increased market access and economies®c al e . With Uzbek
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interest in acceding to the WTO and further ratification of the Trade Facilitation Agreement across
the region, transit of goods through the region could become easier. However regional connectivity
remains a paramounbicern, and regulatory barriers to trade will remain a key concern in bilateral
and regional discussions in the coming year.

Communicating the | mportance of Ensuring Womenos |
Investment Agreements in Central and SoutlAsia

In 2017, the United States continued to work with partner governments in the region, the private sector,
think tanks, the media, and U.S. Embassies to explain effectively the economic importance of empowering
women entrepreneurs and business owttebetter take advantage of trade and investment opportunities.
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Ill. TRADE ENFORCEMENT ACTIVITIES

A. Overview

USTR coordinates the U.S. Government monitoringfakign government compliance with trade
agreements to which the United States is a party and pursues enforcement actions using dispute settlement
procedures and applying the full range of U.S. trade laws when appropriate. Vigorous monitoring and
investigation efforts by USTR and relevant expert agencies, including the U.S. Departments of Agriculture,
Commerce, Justice, Labor, and State, help ensure that these agreements yield the maximum benefits in
terms of ensuring market access for Americans, advatiotngule of law internationally, and creating a

fair, open, and predictable trading environment. The Interagency Center on limgléenentation,
Monitoring, and Enforcement (ICTIME) brings together research, analytical resources, and expertise from
within USTR and across the Federal Government into one office within USTR, significantly enhancing
USTRO6s capabilities to investigate foreign trade
commercial interests.

Ensuring full implementation of I3. trade agreements is one of the strategic priorities of the United States.
USTR seeks to achieve this goal through a variety of means, including:

1 Asserting U.S. rights through the World Trade Organization (WTO), and the WTO bodies and
committees chaegd with monitoring implementation and surveillance of agreements and
disciplines;

Vigorously monitoring and enforcing bilateral and plurilateral agreements;

Invoking U.S. trade laws in conjunction with bilateral, plurilateral, and WTO mechanisms to

promotecompliance;

9 Providing technical assistance to trading partners, especially to developing countries, to ensure that
key agreements such as the Agreement on Basic Telecommunications and the Agreement on Trade
Related Aspects of Intellectual Property RigiitRIPS) are implemented on schedule; and,

1 Promoting U.S. interests under free trade agreements (FTAs) through work programs, accelerated
tariff reductions, and use or threat of use of dispute settlement mechanisms, including with respect
to labor and envanmental obligations.

= =

Through the vigorous application of U.S. trade laws and active use of WTO dispute settlement procedures,

the United States opens foreign markets to U.S. goods and services and helps defend U.S workers,
businesses, and farmers againsfair practices. The United States also has used the incentive of
preferenti al access to the U.S. mar ket to encour a
reform of intellectual property laws and practices in other countries. Theseemént efforts have

resulted in major benefits for U.S. firms, farmers, and workers, and workers around the world.

Favorable Resolutions or Settlements
By filing disputes, the United States aims to secure benefits for U.S. stakeholders ratheetigagéoin

prolonged litigation. Therefore, whenever possible, the United States has sought to reach favorable
resolutions or settlements that eliminate the foreign breach without having to resort to panel proceedings.
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The United States has been abledbieve this preferred result in 34 disputes concluded so far, involving:
Argentinads protection and enforcement of patents

on rice imports; Brazilds automoCaraedad®s easntmedud mp
countervailing duty i nv eaddedtaxa&xemptians far sertatnadomesticallyh i n a &
produced aircraft; Chi nabos Demonstration Base /

Chinads Aut omolei IPearamd EAXwptoamo Bialses prohi-éddeded sub
tax on integrated circuits; Chinab6és use of prohib
foreign financial information sspBtapeds; Chinads
wind power equipment; Denmarko6s civil procedures

tariffs; the EUGs mar ket access for grains; an EU
of copyrightedmnot i on pictures and television programs; Hu
compliance regarding its patent protecti on; Il ndon
(two disputes); Il rel anad®m&s ppodoteedct iomn odf coPymd ghe
|l i fe standards for beef and por k; Mexi cobs restri
Philippineséd mar ket access for por k andproteaianl t r vy ;

of patents; Romaniads customs valwuation regi me; S\
Turkeyods box office taxes on motion pictures.

Litigation Successes

When U.S. trading partners have not been willing to negotiate setttenthe United States has pursued

its cases to conclusion, prevailing in 48 cases to date. In 2017, the United States prevailed in a dispute
chall enging I ndonesiabds barriers on the importat:i
The United States also prevailed in three proceedings in WTO disputes brought against U.S. measures: a
compliance challenge by the European Union on alleged U.S. subsidies for large civil aircraft (on appeal

by the European Union); a dispute by the Europeaiorohallenging alleged Washington State export
subsidies; and a dispute brought by Indonesia challenging U.S. countervailing duties on coated paper.

In prior years, the United States prevailtads in cor
and other trade el ated requirements; Argentinadés tax and
Australiads export subsidies on automotive | eath
magazi nes; Canadads @e@exporbtarsulesi dinesdaamd aprrmdmp:ts
patent s; Chinads charges on imported automobil e
di stribution services for certain publ iacamentons an
and protection of intellectual property rights; C
Chinads countervailing and araledelaricapsiesl jomdhe Wniteels o n

States; Chi mpddGsanccleaiimm afhecodmspute involving China
on grain oriented flat ol | ed el ectri cal steel from the United

payment services,; Chi nads c¢ o udildr gartsvfranm thei Unitgd Sdatest ant i
Chinabés countervailing and antidumping duties on
restrictions on rare earths and ot her materi al s; 1
importbarri ers on bananas; the EU&6s ban on i mports o
indications; the EUO6s mor at or i wniform olasdificabonefc@Dn ol ogy
monitors; the EUG6s tatifofn ttrecedthme mtgyofproamutcdisn il m
and various other U.S. agric uIturaI products all ec¢
and other restrictions on 2,700 items;agridultuchi ads p
chemical s; I ndiabés discriminatory | ocal content r
Sol ar Mission (two merged compl aints); I ndi ads an
U.S. automobitesnsJapberdsingsi mports of apples, cl
to apple imports; Japan()s and Koreab6s discriminat
i mports; Mexicobs antidumpi Mgxdobdsestehebommuhr aa
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0s (

Mexi cobds antidumping duti es on rice; Me xi co
tilled spi

di scriminatory taxation of imported dis
rice.

USTR also wrks in consultation with other U.S. Government agencies to ensure the most effective use of

U.S. trade laws to complement its litigation strategy and to address problems that are outside the scope of
the WTO and U.S. free trade agreements. USTR hasedpptction 301 of the Trade Act of 1974 to
address unfair foreign government measures, AiSpec
enforcement, and Section 1377 of the Omnibus Trade and Competitiveness Act of 1988 for
telecommunicationgade problemgthe application of these trade law tools is described in greater detail

in Chapter III.A).

ICTIME

On February 28, 201Executive Order 13601 established the Interagency Trade Enforcement Center, or
ITEC, to bring additional approachesaddressing unfair trade practices and foreign trade barriers, and to
significantly enhance the U.S. Governmentodos <capab
the world. ITEC increased the efforts devoted to trade enforcement, as weraged existing analytical

resources more efficiently across the U.S. Government in support of trade enforcement efforts.

On February 24, 2016, the Trade Facilitation and Trade Enforcement Act of 2015 was signed into law.
Section 604 of the law estaditied ICTIME in USTR to support the activities of USTR in investigating
potential disputes under the WTO and bilateral and regional trade agreements; monitoring and enforcing
trade agreements to which the United States is a party; and monitoring implénemyebreign parties

to trade agreements. The statute expressly provides that federal agencies may detail employees to ICTIME
to support its functions. To transition ICTIME from a primarily detagapported entity to one staffed
significantly by USTRemployees, ICTIME undertook extensive efforts to develop a hiring plan, specify
needed skills, announce new positions, review and interview candidates, and train new hires to support its
expanded mission within the new management structure.

In 2017, ICTME continued its work.ICTIME has played a role in providing research and analysis in

support of multiple USTR enforcement actions on WTO matters, inclidinggent i nads compl i :
WTO findings on its import licensing restrictions and other tiadiged requirements Chi nadés subs
to its aluminum industry; l ndonesi ads restrictive
certain solar energy products; Chinabs domestic s
administation of tariff rate quotas for corn, wheat, and rice. In addition, ICTIME has provided research

and analysis to assist in defending disputes brought against the United States at the WTO and acquired
translations of hundreds of foreign laws, regulatians) d ot her measures rel at ed
adherence to international trade obligations.

I CTI ME has provided an i mportant monitoring and |
various countriesd compl i anought bytha United\Staes. fICTAMEI ngs |
analysts provided extensive research and analysi
intellectual property and technology transfer as part of a-véidging Section 301 investigation. ICTIME

also providd si gni ficant research to s umptficatioh redar@ifigRoé s f i
various Chinese export subsidies and another regarding Vietnamese state trading enterprises that both
countries should have notified.

In coordination with other offieeat USTR and other agencies, ICTIME has identified priority projects for
research and analysis regarding a number of countries and issues. ICTIME staff are researching those
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projects intensively and these efforts are being supplemented by researcheasbhgunther agencies in
coordination with ICTIME.

1. WTO Dispute Settlement

In November 2017, the United Stafagvailed in a challenge (also resolving two previous complaints) to

I ndonesiads i mport barrier s atptutsasdivegétabl8s to paulry.i c ul t
The Appell ate Body agreed I ndonesiabs i mport rest
import barriers cost U.S. farmers and ranchers millions of dollars per year in lost export opportunities in
Indonesia

The United States launched three WTO disputes and pursued actions in three other proceedings in 2017.
USTR requested WTO consultations with Canada on B
wine in grocery st or eriminate agaiash thelsalé of U.S.ewne. | USTR asp s  d i
requested WTO consultations with Canada regarding
regarding the sale of wine in grocery stores. These measures discriminate against U.S. wine Igy allowin

only British Columbia wine to be sold on regular grocery store shelves while imported wine may be sold

in grocery stores only through a-soal | ed fAstore within a store. o I
requested WTO consultations with China on cersabsidies to specific producers of primary aluminum.

The United States had WTO panels established to examine a U.S. complaint that China is exceeding its
agricultural domestic support commitments and a U.S. complaint that China is administeririffj-itatéar

guotas for wheat, rice, and corn in a iansparent, unpredictable, and unreasonable manner. The United
States also proceeded with an arbitration to determine the level of countermeasures against India in relation

to its restrictions on importeU.S. poultry and other products allegedly due to avian influenza.

The cases described in Chapter V.H of this report provide further detail about U.S. involvement in the WTO
dispute settlement process. Further information on WTO disputes to whichited Btates is a party is
available on the USTR websitduttps://ustr.gov/issuareas/enforcement/overvietisputesettiement

matters

2. Section 301

Section 3Q of the Trade Act of 1974 (Trade Act) is designed to address foreign unfair practices affecting
U.S. exports of goods or services. Section 301 may be used to enforce U.S. rights under bilateral and
multilateral trade agreements and also may be usedstmonmd to unreasonable, unjustifiable, or
discriminatory foreign government practices that burden or restrict U.S. commerce. For example, Section
301 may be used to obtain increased market access for U.S. goods and services, to provide more equitable
condtions for U.S. investment abroad, and to obtain more effective protection worldwide for U.S.
intellectual property.

Operation of the Statute

The Section 301 provisions of the Trade Act provide a domestic procedure whereby interested persons may
petitionthe USTR to investigate a foreign government act, policy, or practice that may be burdening or
restricting U.S. commerce and take appropriate action. USTR also mdyitsst an investigation.

In each investigation, USTR must seek consultations wéHdreign government whose acts, policies, or
practices are under investigation. If the acts, policies, or practices are determined to violate a trade
agreement or to be unjustifiable, USTR must take action. If they are determined to be unreasonable or
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discriminatory and to burden or restrict U.S. commerce, USTR must determine whether action is
appropriate and if so, what action to take.

Actions that USTR may take under Section 301 include to: (1) suspend trade agreement concessions; (2)
impose duties mother import restrictions; (3) impose fees or restrictions on services; (4) enter into
agreements with the subject country to eliminate the offending practice or to provide compensatory benefits

for the United States; and/or (5) restrict service sectthragsizations. After a Section 301 investigation is
concluded, USTR is required to monitor a foreign
into, or measures undertaken, to resolve a matter that was the subject of the investigation.refigthe fo
country fails to comply with an agreement or USTR considers that the country fails to implement a WTO
dispute panel recommendation, USTR must determine what further action to take under Section 301.

Developments during 2017
Chi nabds A and®ractideoRelateditodechnology Transfer, Intellectual Property, and Innovation

On August 14, 2017, the President issued a Memorandum (82 FR 39007) to the U.S. Trade Representative
instructing USTR to determine, consistent with section 302(b) ofTtade Act of 1974 (19 U.S.C.
2412(b)), whether to investigate any of China's laws, policies, practices, or actions that may be unreasonable
or discriminatory and that may be harming American intellectual property rights, innovation, or technology
developmat.

Pursuant to the Presidentds Memor andum, on Augus!
section 302(b) of the Trade Act (19 U.S.C. 2412(b)) to determine whether acts, policies, and practices of

the Government of China related to technologgnsfer, intellectual property, and innovation are
unreasonable or discriminatory and burden or restrict U.S. commerce.

The acts, policies, and practices of the government of China directed at the transfer of U.S. and other foreign

technologies and intellc t u a | property are an i mportant el ement
number of industries, including advanced technology industries, as reflected in numerous industrial policy
initiatives, including, Chiphadhs 0 Marcke Chn n@hlsiena o

policies, and practices take many forms. The investigation initially will consider the following specific
types of conduct:

First, the Chinese government reportedly uses a variety of tools, including opaque asiibdésgr
administrative approval processes, joint venture requirements, foreign equity limitations, procurements,
and other mechanisms to regulate or intervene in
or pressure the transfer of techrgs and intellectual property to Chinese companies. Moreover, many

U.S. companies report facing vague and unwritten rules, as well as local rules that diverge from national
ones, which are applied in a selective and nontransparent manner by Chinesengovefficials to

pressure technology transfer.

Second, the Chinese governmentos acts, policies,
ability to set market based terms in licensing and other technodafed negotiations with Chinese
companies and wunder mine U.S. companies6 control |

Regulations on Technology Import and Export Administration mandate particular terms for indemnities
and ownership of technology improvements for importedreldgy, and other measures also impose non
market terms in licensing and technology contracts.

Third, the Chinese government reportedly directs or unfairly facilitates the systematic investment in, or
acquisition of, U.S. companies and assets by Chiras@anies to obtain cuttiregdge technologies and
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intellectual property and generate lagale technology transfer in industries deemed important by
Chinese government industrial plans.

Fourth, the investigation will consider whether the Chinese governiseconducting or supporting
unauthorized intrusions into U.S. commercial computer networks or-eyladrded theft of intellectual
property, trade secrets, or confidential business information, and whether this conduct harms U.S.
companies or provides opetitive advantages to Chinese companies or commercial sectors.

In addition to these four types of conduct, USTR also will conslermation on other acts, policies, and
practices of China relating to technology transfer, intellectual property, andgation described in the
Presidentds Memorandum that might be included in
applicable mechanisms.

Pursuant to section 302(b)(1)(B) of the Trade Act (19 U.S.C. 2412(b)(1)(B)), USTR consulted with
appropiate advisory committees. USTR also consulted with members of the interagency Section 301
Committee. On the date of initiation, USTR requested consultations with the government of China
concerning the issues under investigation, pursuant to section)@)3¢f the Trade Act (19 U.S.C.
2413(a)(1)).

USTR held a public hearing on October 10, 2017, and two rounds of public written comment periods.
USTR received approximately 70 written submissions from academics, think tanks, law firms, trade
associationsand companies.

Under section 304(a)(2)(B) of the Trade Act (19 U.S.C. 2414(a)(2)(B)), the U.S. Trade Representative must
make a determination within 12 months from the date of the initiation whether any act, policy, or practice
described in section 3@if the Trade Act exists and, if that determination is affirmative, what action, if any,

to take.

European Unioni Measures Concerning Meat and Meat Products (Hormones)

The European Union (EU) prohibits imports into the EU of animals and meat from sutdmdlich certain

hor mones have been adn)ilin1996ttmeUetdd Statedindiatéddla WTOudspute b an'
with respect to the hormone ban. A WTO panel and the Appellate Body found that the measure was
inconsistent with WTO obligations bause the ban was not based on scientific evidence, a risk assessment,

or relevant international standards. Under WTO procedures, the European Communities, the predecessor

to the EU, was to come into compliance with its obligations by May 13, 1999, failed to do so.

Accordingly, in May 1999, the United States requested authorization from the Dispute Settlement Body
(DSB) to suspend the application to the EC, and Member States thereof, of tariff concessions and related
obligations under the GATT 1994The EC did not contest that it had failed to comply with its WTO
obligations, but it objected to the level of suspension proposed by the United States.

On July 12, 1999, a WTO arbitrator determined that the level of nullification or impairment siietresl

United States as a result of the WTO inconsistent hormone ban was $116.8 million per year. Accordingly,
on July 26, 1999, the DSB authorized the United States to suspend the application to the EC and its Member
States of tariff concessions andateld obligations under the GATT 1994, covering trade up to $116.8
million per year. In a notice published in tRederal Registem July 1999, USTR announced that the
United States was acting pursuant to this authorization by initiating proceedingsSautien 301 to

impose 100 percematd valoremduties on certain products of certain EC Member States.

In February 2005, a WTO panel was established to ¢
ban into compliance with its WTO obligations and that the increased duties imposed by the United States
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were no longer authorized by the DSB. In 200@& panel and Appellate Body confirmed that the July
1999 DSB authorization remained in effect.

In January 2009, USTR: (1) removed certain products from the 1999 list of products subject to 100 percent
ad valoremduties; (2) imposed 100 percamd valaem duties on some new products from certain EU
Member States; (3) modified the coverage with respect to particular EU Member States; and (4) raised the
level of duties on one product. The trade value of the products subject to the modified list dickadt e

the $116.8 million per year authorized by the WTO.

In March 2009, USTR delayed the effective date of the additional duties (items two through four above)
imposed under the January 2009 modifications in order to allow additional time for reachorgement

with the EU. The effective date of the removal of duties under the January modifications remained March
23, 2009. Accordingly, subsequent to March 23, 2009, the additional duties put in place in July 1999
remained applicable to a reduced lispmducts.

In May 2009, the United States and the EU concluded a MOU which, under the first phase of the MOU
scheduled to conclude in August 2012, obligated the EU to open a nedweutgriff rate quota (TRQ)

for beef not produced with certain growthomoting hormones. The United States in turn agreed not to
impose duties above those in effect as of March 23, 2009.

On August 3, 2012, the United States and the EU, by mutual agreement, entered into a second phase of the
MOU, to expire in one year. Wder phase two, USTR terminated the remaining additional duties, and the
EU expanded the TRQ from 20,000 to 45,000 metric tons.

In August 2013, the United States and the EU extended phase two for an additional two years, until August
2015. USTR has contilmusly monitored the operation of the TRQ.

On December 9, 2016, representatives of the U.S. beef industry requested that USTR reinstate trade action
against the EU because the TRQ is not providing benefits sufficient to compensate for the harm caused by
the EUOGs hormone ban. On D e EedemabRegiste@otice seekiddlpGblic US TR
comments on specific EU products, in order to consider possible reinstatement of duties. USTR held a
public hearing on February 15, 2017. USTR is engagéidscussions with the European Commission on
possible modifications to the operation of the TRQ in order to address U.S. industry concerns.

3. Other Monitoring and Enforcement Activities
Subsidies Enforcement

The WTO Agreement on Subsidies and Countervailing Measures (Subsidies Agreement) establishes
multilateral disciplines on subsidies. Among its various disciplines, the Subsidies Agreement provides
remedies for subsidigbat have adverse effectst onlyin 't he i mpor t i nlyutatsmoiutimet r v 6 s
subsidi zi ng gover nnrteunttynarketsriorkoghe Subsidies Agreemiertt Goming

into effect in 1995the U.S. countervailing duty law was, in effect, the only practical mechanischSor
companies to address subsidized foreign competition. However, the countervailing duty law focuses
exclusively on the effects of foreign subsidized competition in the United States. Although the procedures
and remedies are different, the multilateeathedies of the Subsidies Agreement provide an alternative tool

to address foreign subsidies that affect U.S. businesses in an increasingly global marketplace.

Section 281 of the Uruguay Round Agreements Act of 1994 (URAA) and other authorities set out the
responsibilities of USTR and the U.S. Department of Commerce (Commerce) in enforcing U.S. rights in
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the WTO under the Subsidies Agreement. USTR coordinageddahelopment and implementation of

overall U.S. trade policy with respect to subsidy matters; represents the United States in the WTO, including

the WTO Committee on Subsidies and Countervailing Measures and in WTO dispute settlement relating to
subsidiesd i sci pl i nes; and | eads the interagency team
Enforcement and Compliance (E&C) is to enforce the countervailing duty (CVD) law, and in accordance

with responsibilities assigned by the Congress in the URAA, teupucertain subsidies enforcement
activities of the United States with respect to the disciplines embodied in the Subsidies Agreement. The
E&Cbs Subsidies Enforcement Office (SEO) is the s

The primay mandate of the SEO is to examine subsidy complaints and concerns raised by U.S. exporting
companies and to monitor foreign subsidy practices to determine whether there is reason to believe they are
impeding U.S. exports to foreign markets and are insterd with the Subsidies Agreement. Once
sufficient information about a subsidy practice has been gathered to péorbé reliably evaluated, USTR

and Commerce confer with an interagency team to determine the most effective way to proceed. It is
frequently advantageous to pursue resolution of these problems through a combination of informal and
formal contacts, including, where warranted, dispute settlement action in the WTO. Remedies for
violations of the Subsidies Agreement may, under certainrostances, involve the withdrawal of a
subsidy program or the elimination of the adverse effects of the program.

During 2017, USTR and E&C staff have handled numerous inquiries and met with representatives of U.S.
industries concerned with the subsidizatid foreign competitors. These efforts continue to be importantly
enhanced by E&C officers stationed overseaag,(in China), who help gather, clarify, and check the
accuracy of information concerning foreign subsidy practices. U.S. Governmentsoftizigoned at posts
where E&C staff are not present have also handled such inquiries.

The SEOO0s =electronic subsidies database continue
community with a centralized location to obtain information aboat rémedies available under the
Subsidies Agreement and much of the information that is needed to develop a CVD case or a WTO subsidies
complaint. The websitdftp://esel.trade.gguncludes an overview of the SEO, helpful links, and an easily
navigable ool that provides information about each subsidy program investigated by Commerce in CVD
cases since 1980. This database is frequently updated, making information on subsidy programs quickly
available to the public.

Monitoring and Challenging Foreign Antidumping, Countervailing Duty, and Safeguard Actions

The WTO Agreement on Implementation of Article VI (Antidumping Agreement) and the WTO Subsidies
Agreement permit WTO Members to impose antidumping (AD) duties or CVDs to offset injurious dumping
or subgization of products exported from one Member to another. The United States actively monitors,
evaluates, and where appropriate, participates in ongoing AD and CVD cases conducted by foreign
countries in order to safeguard the interests of U.S. indastiyto ensure that Members abide by their
WTO obligations in conducting such proceedings.

To this end, the United States works closely with
CVD investigations in an effort to help them better unders\®idO Me mber sé AD and CVD
The United States also advocates on their behalf in connection with ongoing investigations, with the goal

of obtaining fair and objective treatment that is consistent with the WTO Agreements. In addition, with
regard toCVD cases, the United States provides extensive information in response to questions from
foreign governments regarding the subsidy allegations at issue in a particular case.

Further, E&C tracks foreign AD and CVD actions, as well as safeguard actiatgimgvU.S. exporters,
enabling U.S. companies and U.S. Government agencimertdorot her WTO Member sdé adn
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of such actions. Information about foreign trade remedy actions affecting U.S. exports is accessible to the
publ ic via &Eh&gQ/érdorcememn.sadetgev/tres/index.htrillhe stationing of E&C officers

to certain overseas locations and close contacts with U.S. Government officers stationed in embassies
worldwidehac ont ri buted to the Administrationds efforts
laws with respect to U.S. exports. In addition, E&C promotes fair treatment, transparency, and consistency
with WTO obligations through technical exchanges @ieér bilateral engagements.

During the past year, over 100 trade remedy actions involving exports from the United States were closely

moni tored, notable examples of whi ch icoolngtawere : 1)
watertreatent contr ol | er s, El Sal waadiorChs niadse Steip@a tait @n
of halogenated butyl rubber, styrene monomer, hydriodic acid, and ethanalomines; 2) (Countervailing Duty)
Peruds investigation oThet@®Guainfol Coamear adt)i o(nS aCd oeugnucai
chemical pl asticizers, I ndi aébs investigation of s
Vietnambs investigation of fertilizer.

WTO Members must notify, on an ongoing basis and withouaydeiheir preliminary and final
determinations to the WTO. Twice a year, WTO Members also must notify the WTO of all AD and CVD
actions they have taken during the precedingnsixith period. The actions are identified in semiannual

reports submitted fodiscussion in meetings of the relevant WTO committees. Finally, Members are
required to notify the WTO of changes in their AD and CVD laws and regulations. These notifications are
accessible through the USTR and E&C website | inks

Disputes under Free Trade Agreements

CAFTADR: In the Matter of Guatemalalssues Relating to the Obligations under Article 16.2.1(a) of
the CAFTADR

On July 30, 2010, the United States requested cooperative labor consultations with Guatemala @ursuant t
Article 16.6.1 of the Dominican Republ@entral AmericelUnited States Free Trade Agreement (CAFTA

DR). In its request, the United States stated that Guatemala appeared to be failing to meet its obligations
under Article 16.2.1(a) with respect to théeefive enforcement of Guatemalan labor laws directly related

to the right of association, the right to organize and bargain collectively, and acceptable conditions of work.
The request specifically stated that the United States had identified signiitarés by Guatemala to
enforce its labor laws, through a sustained or recurring course of action or inaction, in a manner affecting

trade, including: (1) the Ministry of Laborés (M
t he Maiuré ® take enforcement action once it had identified a labor law violation; and, (3) the
judici al systembébs failure to enforce | abor court

The United States and Guatemala held consultations on Sept@®p2010, and on December 6, 2010,

but were unable to resolve the matter. On May 16, 2011, the United States requested a meeting of the Free
Trade Commission (FTC) under CAFIAR Article 20.5.2. The FTC met on June 7, 2011, but was unable

to resolve thalispute.

On August 9, 2011, the United States requested the establishment of a panel underBFRART#cle
20.6.1. The Panel was constituted on November 30, 2012, with Mr. Kevin Banks as Chair and with Mr.
Theodore Posner and Mr. Mario Fuentes Destseadng as the other Members.

The Parties agreed to suspend the work of the Panel while they negotiated a Labor Enforcement Plan in
which Guatemala agreed to take significant actions to strengthen its enforcement of its labor laws. On April
26, 2013, tk Parties signed the JBo i n t Enf orcement Pl an and agreed
suspension during its implementation and review.
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On September 19, 2014, after having concluded that Guatemala had not achieved sufficient progress in
realizing thecommitments and aims of the Enforcement Plan, the United States proceeded with the dispute
settlement proceedings. Both disputing Parties presented a series of written submissions to the Panel in
accordance with the Rules of Procedure for Chapter 20 \(i2gispettiement) of the CAFTFRR. Eight
non-governmental entities also submitted written views to the Panel as provided under the-DRFTA

The Panel held a hearing in Guatemala City on June 2, 2015. On November 4, 2015, the proceedings were
temporarilysuspended after Mr. Fuentes Destarac resigned from the Panel for reasons of availability. The
Panel resumed work on November 27, 2015, when Mr. Ricardo Ramirez Hernandez accepted his
nomination to serve as a member of the Panel.

The Panel 6mthé praceedingsrwapreleaased on June 26, 2017. In its final report, the Panel
agreed with the United States that Guatemala had failed to effectively enforce its labor laws by failing to
secure compliance with court orders with respect to 74 workergtatworksites (claim 1), and Guatemala

had also failed to impose sanctions or other actions after a company obstructed labor inspections (claim 2).
However, the Panel ultimately rejected the U.S. claims that these failures resulted in a breach of the
CAFTA-DR because it concluded that the United Stat
enforcement failures constituted a sustained or recurring course of action or inaction, or that the failures
occurred in a manner affecting trade. The Paneld@uthird claim to be outside its terms of reference and
therefore declined to make findings upon it.

CAFTADR: United States Dehydrated Ethyl Alcohol

On April 1, 2014, Costa Rica requested formal consultations under the dispute settlement pahiséons
CAFTA-DR regarding the tariff treatment by the United States of ethyl alcohol (ethanol) dehydrated in
Costa Rica from nowriginating feedstock. On April 8, 2014, El Salvador notified the United States that

it considers it has a substantial tradeerfest in the matter and would therefore participate in the
consultations. Formal consultations were held on June 11, 2014. On September 29, 2014, Costa Rica
requested a meeting of the Free Trade Commission, and the FTC meeting took place on Noz&hber 6,

NAFTA: United Statek Textiles

On September 27, 2016, Canada requested NAFTA Chapter Twenty consultations with respect to an
ongoing U.S. Customs enforcement action against a Canadian company (Tricots Liesse) that had made
numerous false claintbat certain textiles met NAFTA rules of origifthe United States and Canada held
consultations on November 10, 2016, in Washington, DC.

4. Monitoring Foreign Standardsrelated Measures and SPS Barriers

The Trump Administration commits significant resoes to identify and confront unjustified barriers
stemming from sanitary and phytosanitary (SPS) measures as well as from technical regulations, standards,
and conformity assessment procedures (standala®d measures) that restrict U.S. exports fef $agh

guality products. SPS measures, technical regulations, and standards serve a vital role in safeguarding
countries and their people, including health protection, safety, and the environment. Conformity assessment
procedures are procedures suchiemsing and certification requirements used to determine if products
comply with underlying standards and technical requirements.

U.S. trade agreements provide that SPS and standdatisd measures enacted by U.S. trading partners to
meet legitimate objectives, such as the protection of health and safety as well as the environment, must not
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act as unnecessary obstacles to tradeeat®r engagement with U.S. trading partners and increased
monitoring of their practices can help ensure that U.S. trading partners are complying with their obligations.
This engagement helps facilitate trade in safe,-Qigddity U.S. products. USTR,ribugh its Trade Policy

Staff Committee (TPSC), works to ensure that SPS and starefamttsi measures do not act as
discriminatory or otherwise unwarranted restrictions on market access for U.S. exports.

USTR uses tools, including its Annual Report ahd National Trade Estimate Report (NTE), to bring

greater attention and focus to addressing SPS and stamel@atésl measures that may be inconsistent with
international trade agreements to which the United States is a party or that otherwise acfi@nsigni

barriers to U.S. exports. These reports describe the actions that USTR and other agencies have taken to
address the specific trade concerns identified, as well as ongoing processes for monitoring SPS and
standardselated actions that affecttradelSTRO60s acti vities in the WTO SP.
TBT Committee are at the forefront of these eff¢ftes additional information, see Chapter V.E.3 and

Chapter V.E.§. USTR also engages on these issues with U.S. trading partners through mechanism
established by free trade agreements, such as the GBIR[Aand through regional and multilateral
organizations, such as the APEC and the OECD.

In 2018, USTR will continue to deploy significant resources to identify and confront unjustified SPS and
stardardsrelated barriers. The NTE Report will continue to highlight the increasingly critical nature of
these issues to U.S. trade policy, to identify and call attention to problems resolved during the past year, in
part as models for resolving ongoing issuand to signal new or existing areas in which more progress
needs to be made.

5. Special 301

Pursuant to Section 182 of the Trade Act of 1974, as amended by the Omnibus Trade and Competitiveness
Act of 1988, the Uruguay Round Agreements Act (enactek®94), and the Trade Facilitation and Trade
Enforcement Act of 2015 (19 U.S.C. § 2242), USTR must identify those countries that deny adequate and
effective protection for intellectual property (IP) rights or deny fair and equitable market accessdios pers

that rely on IP protection. Countries that have the most onerous or egregious acts, policies, or practices and
whose acts, policies, or practices have the greatest adverse impact (actual or potential) on relevant U.S.
products are de¢eyi Gonaecedna€odRtroeso (PFC), unl ess
faith negotiations or are making significant progress in bilateral or multilateral negotiations to provide
adequate and effective protection of IP.

In addition, USTR has createl Speci al 301 APriority Watch Listo
Placement of a trading partner on the PWL or WL indicates that particular problems exist in that country

with respect to IP protection, enforcement, or market access for persons relyihg@uouintries placed on

the PWL receive increased attention in bilateral discussions with the United States concerning the identified
problem areas. USTR develops an action plan for each foreign country identified on the PWL for at least

one year.

Additionally, under Section 306 of the Trade Act of 1974, USTR monitors whether U.S. trading partners
are in compliance with bilateral IP agreements with the United States that are the basis for resolving
investigations under Section 301. USTR may take adtimeduntry fails to satisfactorily implement such

an agreement.

The Special 301 list not only indicates those trading partners whose IP protection and enforcement regimes
most concern the United States, but also alerts firms considering trade or iméestaimnships with such
countries that their IP may not be adequately protected.
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2017 Special 301 Review Results

On April 27, 2017, USTR announced the results of the 2017 Special 301 Review. The 2017 Special 301
Report was the result of stakeholdgsut and interagency consultation.

In 2017, USTR requested written submissions from the public through a notice publishe& éléha
Registeron December 28, 201ét{ps://www.regulations.ggvDocket Numbe USTR20160026). In
addition, on March 8, 2017, USTR conducted a public hearing that provided the opportunity for interested
persons to testify before the interagency Special 301 Subcommittee about issues relevant to the review.
The hearing featuredgemony from representatives of foreign governments, industry groups, academics,
and nongovernmental organizations. USTR posted on its website the transcript of the Special 301 public
hearing, and also offered a p&staring comment period during whichahni&g participants could submit
additional written comments in support of, or in response to, hearing testimonyFed@beal Register

notice for the 2017 review cycieand post hearing comment periodrew submissions from 57 interested
parties, includig 16 trading partner governments. The submissions that USTR received were available to
the public online alttps://www.regulations.gov

For more than 25 years, the Special 301 Report has identified pasiti@rces as well as areas of continued
concern. The Report has reflected changing technologies, promoted best practices, and situated these
critical issues in their policy context, underscoring the importance of IP protection and enforcement to the
United States and our trading partners.

During this period, there has been significant progress in a variety of countries. The Special 301 Report
has reflected important advances in many other markets over the past 27 years, including in Australia,
Israel, Itdy, Japan, Korea, Philippines, Qatar, Spain, Taiwan, the United Arab Emirates, and Uruguay.

Still, considerable concerns remain. In 2017, USTR received stakeholder input on more than 100 trading
partners, but focused the review on the nominations cautaim submissions that complied with the
requirement in thd-ederal Registemnotice to identify whether a particular trading partner should be
designated as PFC, or placed on the PWL or WL, or not listed in the Report, and that were filed by the
deadlinegprovided in the notice. Following extensive research and analysis, USTR listed 11 countries on

the Priority Watch List and 23 countries on the Watch List. Several countries, including Chile, China,

India, Indonesia, Thailand, and Turkey, have beenlstede r y year since the Report
listings were as follows:

Priority Watch List: Algeria; Argentina; Chile; China; India; Indonesia; Kuwait; Russia; Thailand;
Ukraine; and Venezuela.

Watch List: Barbados; Bolivia; Brazil; Bulgaria; Cati@; Colombia; Costa Rica; Dominican Republic;
Ecuador; Egypt; Greece; Guatemala; Jamaica; Lebanon; Mexico; Pakistan; Peru; Romania; Switzerland;
Turkey; Turkmenistan; Uzbekistan; and Vietham.

When appropriate, USTR may conduct an-0i€ycle Review (OCRJ)o encourage progress on IP issues

of concern. OCRs provide an opportunity for heightened engagement with trading partners and others to
address and remedy such issues. In the case of a eepatijic OCR, successful resolution of identified
IPconcens can | ead to a change in a trading partnerd
time frame for the annual Special 301 Report. In some cases, USTR calls for the OCR; in others, the trading
partner governments can request an OCR basegr@ections for improvements in IP protection and
enforcement. In the 2017 report, USTR announced it would conduct OCRs of Priority Watch List country
Kuwait and Watch List country Colombia, as well as of Tajikistan, which was not listed. USTR also
initiated an OCR in September 2017 of Thailand. As a result of this OCR, USTR moved Thailand from
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the PWL to the WL in December 2017 in consideration of the progress Thailand made to improve IP
protection and enforcement, including in the areas of patemtspharmaceuticals, trademarks, and
copyright.

USTR also conducts an OCR focused on online and physical marketplaces that are reportedly engaged in
piracy and counterfeiting and have been the subject of enforcement action or that may merit further
investication for possible IP infringements. USTR has identified notorious markets in the Special 301
Report since 2006. In 2010, USTR announced that it would begin to publish the Notorious Markets List
(NML) separately from t hef-C3pcdcei aRe v3 Oelw PRoefp oNott,o ra so
order to increase public awareness and guide related enforcement efforts. The results of the 2017 Notorious
Markets OCR were published on January 12, 2018, and highlight developments since the issuance of the
previaus Notorious Markets OCR in December 2016. The 2017 List highlights 25 online markets and 18
physical markets around the world that are reported to be engaging in and facilitating substantial copyright
piracy and trademark counterfeiting. The List hights illicit streaming devices as an emerging piracy
model of growing concern. The report also calls on sevetah@merce platforms to improve takedown
procedures, proactive measures, and cooperation with right hbldarscularly small and mediwsized
businessés to decrease the volume and prevalence of counterfeit and pirated goods on their platforms.
Since publication of the first Notorious Markets List, several online markets closed or saw their business
models disrupted as a result of enforcem#éptts. In some instances, in an effort to legitimize their overall
business, companies made the decision to close down problematic aspects of their operations; others
cooperated with authorities to address unauthorized conduct on their sites. Natdiitlgsthe progress

that has occurred, online piracy and counterfeiting continue to grow, requiring robust, sustained, and
coordinated responses by governments, private sector stakeholders, and consumers.

The Special 301 Review, including its country sfie@nd Notorious Markets OCRs, serves a critical
function by identifying opportunities and challenges facing U.S. innovative and creative industries in
foreign markets. Special 301 promotes the job creation, economic development, and many other benefits
that adequate and effective IP protection and enforcement support. The Special 301 Report and Notorious
Markets List inform the public and our trading partners and serve as a positive catalyst for change. USTR
remains committed to meaningful and sustdieegagement with our trading partners, with the goal of
resolving these challenges. Information related to Special 301 (including transcripts and video), the
Not ori ous Mar ket s List, and US T R atips://ustvgewissue | | P
areas/intellectuabroperty

6. Section 1377 Review of Telecommunications Agreements

Section 1377 of the Omnibus Trade and Competitiveness Act of 1988 requires USTR to review by March
31 ofeach year the operation and effectiveness of U.S. telecommunications trade agreements. The purpose
of this review is to determine whether any act, policy, or practice of a foreign country that has entered into
a telecommunicationselated agreement withé United States: (1) is not in compliance with the terms of

the agreement; or (2) otherwise denies, within the context of the agreement, to telecommunications products
and services of U.S. firms, mutually advantageous market opportunities in that country.

In its 2017 Section 1377 Review, USTR focused on issues related tebordss data flows; independent

and effective regulators; limits on foreign investment; barriers to competition; international termination
rates; satellite services; telecommunicas equipment trade; and local content requirements. USTR
described these issues in its annual National Trade Estimate Report. This approach allowed USTR to
describe, in one comprehensive report, all of the overlapping barriers concerning telecomomsnicati
services and goods, along with related digital trade issues.
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7. Antidumping Actions

Under the U.S. antidumping law, duties are imposed on imported merchandise when the U.S. Department

of Commerce determines that the merchandise is beingdympedl | d at #fAl ess than fair
International Trade Commission (USITC) determines that there is material injury or threat of material injury

to the domestic industry, or materi al rethesedati on
i mports. The antidumping | awds provisions are int
been substantially amended by the Trade Agreements Act of 1979, the Trade and Tariff Act of 1984, the
Trade and Competiveness Act of 1988] #me 1994 Uruguay Round Agreements Act.

An antidumping investigation usually begins when a U.S. industgn entity filing on its behalf, submits

a petition alleging, with respect to certain imports, the dumping and injury elements described fibove. |
the petition meets the applicable requirements, the U.S. Department of Commerce initiates an antidumping
investigation. In special circumstances, the U.S. Department of Commerce also maifiaelfan
investigation.

After initiation, the USITC deciels, generally within 45 days of the filing of the petition, whether there is

a Aireasonable indicationo of material injury or t
retardation of an indust ry 6dyderpedaripdrts. d8f thimgealirhinary A by r «
injury determination by the USITC is negative, the investigation is terminated and no duties are imposed,;

if it is affirmative, the U.S. Department of Commerce will make preliminary and final determinations
concermmg the allegedly dumped sales into the U.S. |
preliminary determination is affirmative, it will direct U.S. Customs and Border Protection (CBP) to
suspend liquidation of entries and require importers to postiadeg®sit equal to the estimated weighted
average dumping margi n. I f the U.S. Department o
there is no suspension of liquidation of entries. However, Commerce will complete its investigation and

issue dinal determination.

I f the U.S. Department of Commerceds final deter mi
is terminated and no duties are imposed. If affirmative, the USITC makes a final injury determination. If
the USITC determirgethat there is material injury or threat of material injury, or material retardation of an

i ndustryos establishment, Aby reason ofod the du
(Commerce) will issue an antidumping order and direct CBP to assass,fupher instruction by
Commer ce, antidumping duties and require cash dep

determination is negative, the investigation is terminated and the cash deposits are refunded.

Upon request of an interestearfy, the U.S. Department of Commerce conducts annual reviews of
dumping margins pursuant to Section 751 of the Tariff Act of 1930. Section 751 also provides for
Commerce and USITC review in cases of changed circumstances and periodic review in confittimity
thefivey ear Asunsetodo provisions of the U.S. antidumpi

Antidumping determinations may be appealed to the U.S. Court of International Trade, with further judicial
review possible in the U.S. Court of Appeals for the Federal Circuit and $eSupreme Court. For
certain investigations involving Canadian or Mexican merchandise, appeals may be made to a binational
panel established under the NAFTA.

The United States initiated 54 antidumping investigations in 2017 and imposed 32 antidum@iag or
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8. Countervailing Duty Actions

The U.S. countervailing duty (CVD) law dates back to late 19th century legislation authorizing the
imposition of CVDs on subsidized sugar imports. The current CVD provisions are contained in Title VII
of the TariffAct of 1930, as amended by subsequent legislation including the Uruguay Round Agreements
Act. As with the antidumping law, the USITC and the U.S. Department of Commerce (Commerce) jointly
administer the CVD law, and U.S. Customs and Border ProtectioR)(@Blects duties and enforces CVD
orders on imported goods.

The CVD | awbdbs purpose is to offset certain forei
United States. CVD procedures under Title VII are very similar to antidumping proceaiude€\D
determinations by Commerce and the USITC are subject to the same system of judicial review as
antidumping determinations. Commerce normally initiates investigations based upon a petition submitted

by a U.S. industry or an entity filing on its b&haThe USITC is responsible for investigating material

injury issues. The USITC makes a preliminary finding as to whether there is a reasonable indication of
materi al injury or threat of mat er i almentbyjreasoy , or |
of i mports subject to investigation. I f the USI T
terminates; otherwise, Commerce issues preliminary and final determinations on subsidization. If
Commer ce 6s f i robslbsidizatioreis affirmative, theoUSITC proceeds with its final injury
determination of whether a domestic industry is materially injured, threatened with material injury, or the
establishment of an industry in the United States is materially retargeeason of imports for which
Commerce has made an affirmative determination.
Commerce will issue a CVD order. CBP collects CVDs on imported goods.

The United States initiated 25 CVD investigations mmgosed 11 new CVD orders in 2017.

9. Other Import Practices
Section 337

Section 337 of the Tariff Act of 1930, as amended, makes it unlawful to engage in unfair acts or unfair
methods of competition in the importation of goods or sale of impaytemtls. Most Section 337
investigations concern alleged infringement of intellectual property rights, such as U.S. patents.

The U.S. International Trade Commission (USITC) conducts Section 337 investigations through
adjudicatory proceedings under the Adisirative Procedure Act. The proceedings normally involve an
evidentiary hearing before a USITC administrative law judge who issues an Initial Determination that is
subject to review by the USITC (all sitting commissioners). If the USITC finds a wiojdtican order

that imported infringing goods be excluded from the United States and/or issue cease and desist orders
requiring firms to stop unlawful conduct in the United States, such as the sale or other distribution of
imported infringing goods in thUnited States. A limited exclusion order covers only certain imports from
particular named sources, namely some or all of the parties who are respondents in the proceeding. A
general exclusion order, on the other hand, covers certain products feomraéls. Cease and desist orders

are generally directed to entities maintaining inventories of infringing goods in the United States. The
USITC also is authorized to issue temporary exclusion or cease and desist orders before it completes an
investigation if it determines that there is reason to believe there has been a violation of Section 337.
Additionally, seizure orders can be issued for repeat or multiple attempts to import merchandise already
subject to a general or limited exclusion order. Maagti®&n 337 investigations are terminated after the
parties reach settlement agreements or agree to the entry of consent orders.
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In cases in which the USITC finds a violation of Section 337, it must decide whether certain public interest
factors neverthess preclude the issuance of a remedial order. The four public interest considerations are
the orderodos effect on public health and wel fare,
production of similar or directly competitive U.S. products] @an U.S. consumers. If the USITC issues

an affirmative determination and concomitant remedial order(s), it transmits the determination, order, and
supporting documentation to the President for policy review. In July 2005, President Bush assigned these
policy review functions, which are set out in Section 337(j)(1)(B), Section 337(j)(2), and Section 337(j)(4)

of the Tariff Act of 1930, to the USTR. The USTR conducts these reviews in consultation with other
agencies. Importation of the subject goods w@ytinue during this review process if the importer pays a

bond in an amount determined by the USITC. If the President (or the USTR, exercising the functions
assigned by the President) does not disapgbeve th
order becomes final. If the President or the USTR disapproves or formally approves a determination before
the end of the 6@ay review period, the order is nullified or becomes final, as the case may be, on the date
the President or the USTR notifitee USITC. USITC Section 337 determinations are subject to judicial
review on the merits in the U.S. Court of Appeals for the Federal Circuit, with possible appeal to the U.S.
Supreme Court.

During 2017, the USITC instituted 59 new Section 337 investige and commenced 14 ancillary
proceedings, of which 7 were based on requests for modification or rescission of outstanding Commission
remedial orders. The USITC also issued, in calendar year 2017, remedial orders in sixteen investigations
(including ore consolidated investigation), as follow3ertain Electric Skincare Device837TA-959;

Certain Table Saws Incorporating Active Injury Mitigation Technola@¥7-TA-965; Certain Woven

Textile Fabrics 337#TA-976; Certain Arrowheads337-TA-977; Certain Fumping Bras 337-TA-988;

Certain Network Devices337#TA-945; Certain Air Mattress System837TA-971; Certain Automatic

Teller Machines (1) 337#TA-972; Certain Medical Training Device337#TA-1008 Certain Automatic

Teller Machines (Il) 33%#TA-989; Certain Intravascular Administration Set837TA-1048; Certain

Liquid Crystal eWriters 33%#TA-1035; Certain Hand Dryers 337#TA-1015; Certain Digital Video
Receivers337#TA-1001;Certain Personal Transporter837#TA-1021/1007 Certain L-Tryptophan 337
TA-1005. Presidential review of the last two investigati®tesgonal TransporterandL-Tryptophar are
ongoing; all other determinations and orders became final after presidential review.

Section 201

Section 201 of the Trade Act of 1974 provides a @doce whereby the President may grant temporary

import relief to a domestic industry if increased imports are a substantial cause of serious injury or the threat

of serious injury. Relief may be granted for an initial period of up to four years, wiostbility of

extending the relief to a maximum of eight years. Import relief is designed to redress the injury and to
facilitate positive adjustment by the domestic industry; it may consist of increased tariffs, quantitative
restrictions, or other fornf relief. Section 201 also authorizes the President to grant provisional relief in
cases involving fAcritical <circumstanceso or certa

For an industry to obtain relief under Section 201, the USITC must first detettmin@ product is being
imported into the United States in such increased quantities as to be a substantial cause (a cause which is
important and not less than any other cause) of serious injury, or the threat thereof, to the U.S. industry
producing a likeor directly competitive product. If the USITC makes an affirmative injury determination

(or is equally divided on injury) and recommends a remedy to the President, the President may provide
relief either in the amount recommended by the USITC or in stie@r amount as he finds appropriate.

The criteria for import relief in Section 201 are based on Article XIX of the GATT A %04 so called
fiescap & arndlthea WECeAGreement on Safeguards.
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As of January 1, 2018, the United States had no measupcaunder Section 201. The United States

did not impose any Section 201 measures during 2017. The USITC instituted two Section 201
investigations in 2017: (1) crystalline silicon photovoltaic cells (whether or not partially or fully assembled
into other products) on May 23, 2017; and (2) large residential washers on June 5, 2017. The ITC reached
affirmative determinations of serious injury or threat of serious injury in both proceedings, and delivered
its reports to the President on November 13, 28t4d,December 4, 2017, respectively.

10. Trade Adjustment Assistance
Overview and Assistance for Workers

The Trade Adjustment Assistance (TAA) for Workers, Alternative Trade Adjustment Assistance (ATAA),
and Reemployment Trade Adjustment Assistafi®EAA) programs are authorized under Title 1l of the
Trade Act of 1974, as amended. These programs, collectively referred to as the Trade Adjustment
Assistance Program (TAA Program), provide assistance to workers who have been adversely affected by
foreign trade.

The Trade Adjustment Assistance Reauthorization Act of 2015 (TAARA 2015), Title IV of the Trade
Preferences Extension Act of 2015 (Public Law-2T3, was signed into law on June 29, 2015. The TAA
Program offers tradaffected workers an opportity to retrain and retool for new jobs.

The TAA Program currently offers the following services to eligible workers: rapid response, employment
and case management services, tailored training, out of area job search and relocation allowances, weekly
income support through Trade Readjustment Allowances (TRA), ATAA/RTAA wage supplements for
older workers, and a health coverage tax credit for eligible TAA recipients.

In FY 2017, $716,364,000 was allocated to State Governments to fund aspects of the TrAm prbigis
included $391,419, 000 for ATraining and Ot her Act
allowances, relocation allowances, employment and case management services, and related state
administration; $293,705,000 for TRA benefasd $31,240,000 for ATAA/RTAA benefits.

For a worker to be eligible to apply for TAA, the worker must be part of a group of workers that is the
subject of a petition filed with the U.S. Department of Labor (DOL). Three workers of a company, a
company dficial, a union or a duly authorized representative, or the American Job Center operator or
partner may file a petition with the DOL. In response to the filing, the DOL conducts an investigation to
determine whether foreign trade was an important causehoe wor ker sdé job |1 oss or
the DOL determines that the workers meet the statutory criteria for group certification of eligibility for the
workers in the firm to apply for TAA, the DOL will issue a certification. In FY 2017, an estui94,017

workers became eligible for the program.

The DOL administers the TAA Program through the Employment and Training Administration (ETA),
with State Governments administering TAA benefits on behalf of the United States for members of TAA
certified worker groups. Once covered by a certification, individual workers apply for benefits and services
through the American Job Center network. American Job Centers can be located on the Internet at
http://www.careeronestop.org/ReEmploymeat/by calling 1877-US2-JOBS. Most benefits and services

have specific individual eligibility criteria that must be met, such as prior work history, unemployment
insurance eligibility, and individual skill lels.
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Trade Adjustment Assistance for Farmers

On January 6, 2015, the Congress passed the Trade Preferences Extension Act of 2015, which reauthorized
the TAA for Farmers Program for FY 2015 through 2021. However, the Congress did not appropriate
fundingfor new participants for FY 2017. As a result, the U.S. Department of Agriculture did not accept
any new petitions or applications for benefits in FY 2017.

Assistance for Firms and Industries

The U. S. Economic Dev el op me nAdjusthhehimAssistaace foa Fiime n 6 s (
Program (the TAAF Program) is authorized by Chapters 3 and 5 of Title Il of the Trade Act of 1974, as
amended (19 U.S.C. 8§ 2341 et seq.) (Trade Act). Public La@193as amended, provides for trade
adjustment assistancerffirms and industries (19 USC 88232355; 2391). The Trade Preferences
Extension Act (P.L. 112 7 ) , Title I'V of the Act, entitled the 0
Act of 2015, 0 authorizes the TAAF Program through

The TAAF Program provides technical assistance to help U.S. firms experiencing a decline in sales and
employment to become more competitive in the global marketplace. To be certified for the program, a firm

must show that an increase in imports of like or diyezimpetitive articles contributed importantly to the

decline in sales or production and to the separation or threat of separation of a significant portion of the
firmés worker s. The Secretary of the Ueri§the Depart
TAAF Program and has delegated the statutory authority and responsibility under the Trade Act to the U.S.
Depart ment of Commer ceobs Economic Devel opment A (
Devel opment Admini st r atgithe MAABE Progeam aré adifiedoan18 CEFRnPart e me n
315 and may be accessed by visititip://www.gpo.gov/fdsys/pkg/FR014-12-19/pdf/201428806.pdf

In FY 2016, EDA awarded a tdtaf $20 million in TAAF Program funds to its national network of 11
Trade Adjustment Assistance Centers, each of which is assigned a different geographic service area. During
FY 2016, EDA certified 67 petitions for eligibility and approved 78 adjustipeagosals.

Additional information on the TAAF Program (including eligibility criteria and application process) is
available athttp://www.eda.gov/about/investmeptograms.htm

11. United States Preference Programs
Overview

The United States has four "preference" programs designed to encourage economic growth in developing
countries by offering access to the U.S. market in the form of preferential duty reduction or duty elimination
for eligible imports, for countries meeting eligibility criteria defined by Congress. These programs are: the
African Growth and Opportunity Act (AGOA), the Generalized System of Preferences (GSP), the
Caribbean Basin Initiative (CBIl)/Caribbean Basin Tradéerership Agreement (CBTPA), and the Nepal

Trade Preference Program (NTPP). Individual countries may be covered by more than one program. In
such countries, importers of eligible goods may choose among programs when purchasing these goods from
beneficiay countries.

U.S. imports benefiting from preferential access under these programs totaled $34.7 billion during 2017,
up 18.5 percent from 2016. This compares to an overall 7.2 percent increase in total U.S. goods imports
for consumption from the worldver the same period. The increase was largely due to a 32.4 percent
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increase ($3.1 billion) in the value of U.S. imports under AGOA (excluding GSP) due to a rebound in U.S.
mineral fuel imports (mostly oil) and a $2.3 billion increase in GSP due tcagesen various products
including chemicals, plastics, and jewelry. Imports from CBI/CBTPA also rebounded from 2016.

As a share of total U.S. goods imports for consumption, imports under the U.S. preference programs
increased from 1.3 percentin 2016lto 5 percent in 2017. Each prograr
preferential imports in 2017 was as follows: GSP, 61.2 percent; AGOA (excluding GSP), 36.1 percent; and,
CBI/CBTPA, 2.7 percent. The Nepal Trade Preference Program was implementedrimbBe2016, and

oversaw roughly $2 million in imports or 0.01 percent of preference imports in 2017. See the sections
below for more information on developments related to specific preference programs.

Generalized System of Preferences
History andPurposes

The U.S. Generalized System of Preferences (GSP) program was initially authorized by the Trade Act of
1974 (19 U.S.C. 88 2461 et seq.) for a-year period, beginning on January 1, 1976. Congress has
extended the program 13 times, most recantlune 2015, continuing through December 31, 2017. GSP
lapsed again on December 31, 2017.

An underlying principle of the GSP program is that the creation of trade opportunities for developing
countries is an effective way of encouraging brbaded eamomic development and an important means

of sustaining momentum for economic reform and liberalization in beneficiary countries. Through various
mechanisms, the GSP program encourages beneficiaries to: (1) eliminate or reduce significant barriers to
USexports in goods, services, and investment; (2)
worker rights; and (3) provide adequate and effective intellectual property rights protection and
enforcement.

U.S. industry has noted thatacoubtry par ti ci pation in the GSP progra
investment environment that benefits U.S. investors as well as the beneficiary countries. The GSP program
also helps to lower the cost of imported goods for U.S. consumers and busineks#ing inputs used to
manufacture goods in the United States. In addition, a new emphasis on enforcement of the GSP eligibility
criteria provides a valuable new trade policy tool to assist the United States in reaching trade policy goals

to benefit US. producers, farmers, ranchers, and workers.

Beneficiaries

As of January 1, 2018, there were 121 designated GSP beneficiary developing countries (BDCs) and
territories, including Argentina, which was reinstated to GSP on that day. -fBortgountriesand
territories are designated lea&veloped beneficiary developing countries (LDBDCs) under GSP and are
eligible for a broader range of dufee benefits.

Enforcenent of GSP Eligibility Criteria

On October 24, 2017, the Trump Administration annourioed press releasgnttps://ustr.gov/about
us/policyoffices/pressoffice/pressreleases/2017/october/ustnnouncesiew-enforcement)its intention

to heighten its focus on enforcing the GSP eligibility criteria and ensure that all countries receiving trade
benefits are meeting the criteria established by Congress. This policy ensures that all GSP beneficiaries
will be subject to peridic assessment of their compliance with all GSP eligibility criteFisis new effort

includes a heightened focus on concluding outstanding GSP cases and a hew interagency process to assess
beneficiary country eligibility. This interagency process comlats the current petition and public input
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process for country practice reviews, which will remain unchanged. The Administration is already
implementing this new enforcement policy through actions with beneficiary countries around the world.

First, thenew additional process will involve a triennial assessment by USTR and other relevant agencies

of each GSP beneficiary countryés compliance with
beneficiary country raises concerns regarding theicnt r yds compl i ance with an
Administraton may selff ni ti ate a f ul | country practice revieyv

GSP. The first assessment period will focus on GSP beneficiary countries in Asia, inCledireg Asian,
South Asian, and East Asian GSP beneficiaries

Second, in June 2017, the Administration announcedpiress releasenttps://ustr.gov/abouts/policy
offices/pressoffice/pressreleases/2017/june/usinnouncesmewtradepreference the first selfinitiated

GSP review in over two decadeBhisselfi ni t i ated review focuses on Boli
eligibility criteria related to child labor and worker righte. December 2017, President Trump announced

the suspensionofapobro n o f U k-frea acoesstursder G8R for failing to meet the GSP eligibility

criteria related to adequate and effective protection of intellectual property rights. The President set the
effective date of this partial suspension 120 days after gatlan of the proclamation to provide the

Ukraine government an adequate opportunity to improve its protection of intellectual property rights.

Third, USTR intensified action to press for countries with outstanding country practice petitions to meet
the 15 mandatory and discretionary GSP eligibility criteria or face a potential loss of thefreriyccess

to the U.S. market under GSP. Open GSP country practice cases include petitions on Indonesia and
Uzbekistan regarding IPR protection; petitions oo@®, Iraq, Thailand and Uzbekistan regarding worker
rights or child labor concerns; and, a petition on Ecuador regarding arbitral awards. An application for new
GSP benefits for Laos remained outstanding at the end of 2017 pending improvements toigtskiar

that country. A complete list of the country practice and country eligibility petitions that remained under
review as of December 2017 is available on the USTR websitps://ustr.gov/issuareas/trade
development/preferengerograms/generalizeslystempreferencegsp/currentreview-0.

USTRemphasized in a large number of bilateral engagements with GSP eligible countries the need to meet
all GSP eligibility criteria. At the Trade and Investment Framework Agreement (TIFA) and other bilateral
meetings with Algeria, Argentina, Cambodia, Geargindia, Indonesia, Moldova, Pakistan, the
Philippines, Thailand, Tunisia, Ukraine, and Central Asia, USTR emphasized the need for countries to
comply with all of the GSP criteria.

The President restored Ar ge ddnuary & @Gl8, lowingeekoiutipn b i | i t
of certain arbitral disputes with U.S. companies, new commitments by the Argentine government to
improve market access for U.S. agricultural products, and improved protection and enforcement of IPR.
Due to certain reaining intellectual property rights concerns, the restoration of GSP benefits for Argentina

will not apply to all eligible products.

Eligible Products

At the end of 2017, approximately 3,500 Fiorport sensitive products (as defined at the8H&riff level)

were eligible for dutyfree treatment under GSP, with an additional 1,500 products reserved for eligibility
from LDBDCs only. The list of GSEligible products from all beneficiaries includes certain manufactured
goods and senmanufactured goods; Iseted agricultural and fishery products; and many types of
chemicals, minerals, and building materials that are not otherwise duty free. The GSP statute precludes
certain imporsensitive articles from receiving GSP treatment, including most textilesapparel,
watches, most footwear, certain glassware, and some gloves and leather products. Additionally, USTR
conducts an annual review process, during which U.S. producers can petition for the removal of certain
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products from GSP if they are negativefieated by those dutfree imports. This review also allows for
the addition of products to the program if such products are not import sensitive.

The products that receive preferential market access only when imported from LDBDCs include crude
petroleum certain refined petroleum products, certain chemicals, plastics, animal and plant products,
prepared foods, beverages, and rum, as well as many other products. On June 30, 2016, coverage was
expanded to i nc landbags, lGggage baekipacagdogoodssfaund (inhpockets (such as
wallets and eyeglass cased)ose addition to GSP had been authorized by the Trade Preference Extension
Act of 2015for LDBDCs and AGOA beneficiaries. On July 1, 2017, President Trump extended GSP duty

free treatmentor these products for all other GSP beneficiaries, recognizing that this would help shift
production of these products away from +#®8P countries with massive trade surpluses with the United
States, such as China, to GSP beneficiaries.

In addition to he expansion of eligibility for travel goods referenced above, five otheinmmort sensitive
products (flaked quinoa, certain acyclic acids, lemon oil, certain finishing agents, and nitrocellulose) were
added to GSP eligibility for all GSP beneficiarigSlycine was removed from GSP coverage for all GSP
beneficiaries at the request of a U.S. firm. In addition, a Competitive Need Limitation (CNL) waiver was
granted for a coniferous wood product from Brazil whose exports to the United States werepeisteéhB

above the CNL level. USTR removed two other products (certain pesticides from India, and certain natural
stone products from Turkey) from GSP eligibility as a result of imports of these goods exceeding CNL.

Value of Trade Entering the United &ta under the GSP program

The value of U.S. imports claimed under the GSP program for 2017 was $21.2 billion, an 11.9 percent
increase over the same period in 2016. This increase represented roughly 0.9 percent of all U.S. goods
imports: 9.9 percent @oods imports from beneficiary countries; and 19.3 percent of goods imports from
the beneficiary countries that would otherwise be subject to tariffs. Total U.S. imports of all products (both
GSP eligible and noaligible products) from GSP beneficiaryutries increased by 12.2 percent, by
value, over the same period. Top U.S. imports under the GSP program in 2017, by trade value, were motor
vehicle parts, ferroalloys, jewelry of precious metal, worked monumental or building stone, rubber tires,
travel goods, flavored waters including mineral and aerated waters, polyacetals/polyeethers/polyesters,
electric motors and generators, and insulated cables and wires.

In 2017, based on trade value, the top five GSP BDC suppliers were, in order: India, TBaidaiid
Indonesia, and Turkey. Lead¢veloped country beneficiaries accounted for an estimated $587 million in
GSP imports, led by Cambodia, Burma, Congo (DROC), Nepal, Mozambique, Malawi, and Ethiopia. This
was the largest level of imports from LBD@scorded to date, accounting for 2.8 percent of all GSP
imports.

The African Growth and Opportunity Act

The African Growth and Opportunity Act (AGOA), enacted in 2000, provides eligibi&ahharan African

countries with dutyfree access to the U.S. rkat for over 1,800 products beyond those eligible for-duty

free access under the GSP program. The additional products includeaddéd agricultural and
manufactured goods such as processed food products, apparel, and footwear. In 201-BaB@ranb

African countries were eligible for AGOA benefits. As a result of the 2017 annual AGOA eligibility
review, 40 suiSaharan African countries are eligible for AGOA benefits in 2018, following the
reinstatement of The Gambi affectivedantaryd,2018.andds AGOA
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AGOA Eligibility Review

AGOA requires the President to determine annually which of th&Sahlran African countries listed in

the Act are eligible to receive benefits under the legislation. These decisions are suppanechiwal

interagency review, chaired by USTR, that examines whether each country already eligible for AGOA has
continued to meet the eligibility criteria and whether circumstances in ineligible countries have improved
sufficiently to warrant their desigtion as an AGOA beneficiary country. The AGOA eligibility criteria

include, establishing or making continual progress in establishing a Alased economy, rule of law,
povertyreduction policies, a system to combat corruption and bribery, and poot@ttinternationally
recognized workersodé rights. AGOA also requires t
undermine U.S. national security or foreign policy interests, or engage in gross violations of internationally
recognized humarnghts. The annual review takes into account information drawn from U.S. Government
agencies, the private sector, civil society, African governments, and other interested stakeholders. Through

the AGOA eligibility review process, the annual AGOA Forum timgg(see below)and ongoing dialogue

with AGOA partners, AGOA provides incentives to promote economic and political reform as well as trade
expansion in AGOZAeligible countries in support of brodhsed economic development. The annual
reviewconducted n 2017 resulted in the reinstatement of T
both effective January 1, 2018. The government of The Gambia has undertaken steps to meet the eligibility
criteria related to rule of law and political pluralism, witite government of Swaziland has undertaken

steps to meet the eligibility criteria related to internationally recognized worker rights.

Anoutofcycl e review of Rwanda, Tanzani a, and Ugandaf
2017 in response ta petition filed by the Secondary Materials and Recycled Textiles Association
(SMART). The SMART petition asserts that a March 2016 decision by the East Africa Community (EAC),

which includes Kenya, Rwanda, Tanzania, and Uganda, to phase in a ban aa ahpsed clothing and

footwear is imposing significant economic hardship on the U.S. used clothing industry, and is in violation

of the AGOA statutory eligibility criteria to make continual progress toward establishing a market based
economy and eliminatg barriers to U.S. trade and investment. USTR determined that -afrogdle
review of Kenyads AGOA eligibility was not warran
reversing tariff increases, effective July 1, 2017, and committingoatn imports of used clothing through

policy measures that are more tradstrictive than necessary to protect human health. As of the end of

2017, the OCR review was ongoing.

AGOA Forum

The annual United Stat&ubSaharan Africa Trade and Economic Cooperation Forum, informally known

as the AAGOA Forum, 0 is a Ministerial l evel meet i
African counterparts to discuss ways to enhancesteam investment relation€dn August 910, 2017,

U.S. Trade Representative Lighthizer led the U.S. delegation to the 2017 AGOA Forum in Lomé, Togo.

The U.S. delegation included senior government officials, a Congressional delegation, and private sector
and civil society representatives. Included on the African side were trade and commerce ministers from

the AGOAeligible countries, heads of prominent African regional economic organizations, and private
sector and civil society representatives. The Fopuovided an opportunity for the Administration to lay

the foundation for its trade policy approachtotheSubh ar an Afri can regi on. Wi t
States and Africa Partnering for Prosgthepdrivalg t hr ou
sector in expanding trade to support economic growth and poverty reduction. Through a number of the
sessions, Forum participants discussed policies and measures that can help African countries to maximize
the benefits of AGOA. Ambassadorlght hi zer stressed in his opening
committed to Africaodo and welcomed the opportunity
trade and investment with the Continent. Noting both the history of U.S. bipatjgaorsfor AGOA and

the evolving landscape of global trade relationships, Ambassador Lighthizer called for renewed efforts to
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expand trade and investment under AGOA coupled with dialogue towards developing more reciprocal trade
relations in the future.

Total AGOA (including GSP) imports rose to $13.8 billion in 2017 compared to $10.6 billion in 2016,
mostly due to an increase in AGOA imports of oil (up 47.4 percent) to $9.5 billion in 2017 compared to
$6.5 billion in 2016. AGOA nowil trade rose 2.9 peeat to $4.3 billion in 2017 from $4.2 billion in 2016.
There was a 19.7 percent decrease in transportation equipment imports under AGOA from $1.6 billion in
2016 to $1.3 billion in 2017. There was a 2.0 percent increase in AGOA apparel trade ($1003 billi
compared to $1.01 billion in 2016), with larger percentage increases in agriculture trade ($552 million
compared to $486 million in 2016), miscellaneous manufactures ($143 million compared to $115 million
in 2016), and footwear trade ($30 million comgzato $24 million in 2016). AGOA minerals and metals
trade rebounded after a 2016 decline to ($826 million in 2017 compared to $546 million in 2016), as did
chemicals and related products ($320 million $277 million in 2016). Machinery trade declinstigrehy

($18.2 million vs. $18.5 million in 2016) as did electronic products ($23.6 million vs. $23.8 million in
2016).

Top U.S. imports under the AGOA program in 2017, by trade value, were mineral fuels, motor vehicles
and parts, woven apparel, ferdogbk, and knit apparel. In 2017, based on trade value, the top five AGOA
suppliers were, in order, Nigeria, Angola, South Africa, Chad, and Kenya.

Caribbean Basin Initiative

The Caribbean Basin Initiative (CBI) is comprised of legislation that offetg mdlief for Caribbean
imports into the United States, providing Caribbean products with a tariff advantage over other competing
producers from developed countries with which the United States does not have such tariff preference
programs. The trade bdite of the CBI have helped beneficiary countries to diversify their exports and
contributed to their economic growth.

The CBI b6s centr al |l egi slation is the Caribbean Ba
In 2017, 17 countries and territes received benefits under the program: Antigua and Barbuda, Aruba, The
Bahamas, Barbados, Belize, British Virgin Islands, Curacao, Dominica, Grenada, Guyana, Haiti, Jamaica,
Montserrat, St. Kitts and Nevis, St. Lucia, St. Vincent and the Grenadine§riaithd and Tobago.

Countries that enter bilateral trade agreements with the United States cease to be eligible for CBI benefits
under the CBERA or CBTPA; Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, the Dominican
Republic, and Panama arethns category. The United Stat€sribbean Basin Trade Partnership Act
(CBTPA), enacted in 2000, expanded the preferences, particularly for apparel; eight CBI beneficiaries
currently qualify: Barbados, Belize, Curagao, Guyana, Haiti, Jamaica, St. &ndi@rinidad and Tobago.

CBI benefits were further expanded with the Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2006 (HOPE Act), the HOPE Il Act of 2008 (HOPE Il Act), and the Haitian
Economic Lift Program Act of 2010 (HELPcA, which provided Haiti preferential treatment for its textile

and apparel products. The U.S. Government works closely with the Haiti government and other national
and international stakehol ders to pritaegtoducet he vi
compliance with labor eligibility criteria, and to ensure full implementation of the Technical Assistance
Improvement and  Compliance Needs Assessment and Remediation requirements
(https://ustr.gov/sites/default/files/Final%20Report% 206 HOPE%2011%202015.pyiin accordance

with the provisions of the HOPE Il Act. In June 2015, the Trade Preferences Extension Act of 2015 (TPEA)
extended trade benefits provided to Haiti in the HOPE Act, HOPE Il Act, and the HELP Act until September
30, 2@5. The TPEA also extended the vahdsed rule for apparel articles wholly assembled orthnit

shape in Haiti until December 19, 2025.
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In December 2017, USTR submitted its most recentbiennial report
(https://ustr.gov/sites/default/files/assets/reports/2017%20CBI1%20Repotd piok) U.S. Congress on the
operation of the CBERA and its companion programs under the CBI.

Program Results

1 The total value of U.Simports for consumption from beneficiary countries in 2017 was $5.9
billion, an increase of 9.9 percent from 2016. U.S. imports under the CBERA program were $961
million in 2017, up from $871 million in 2016.

1 The value of U.S. domestic goods exportshte €BI countries in 2017 was $12.2 billion, an
increase of 16.2 percent from 2016. U.S. exports to CBI countries account for 0.9 percent of total
U.S. exports in 2017.

1 The U.S. goods trade surplus with the CBI countries was $7.2 billion in 2017, apet8eht
increase from 2016.

Nepal Trade Preference Program (NTPP)

The Trade Facilitation and Trade Enforcement Act
24, 2016. Section 915 of the TFTEA directed the President to establish a new-sparifity preference

program to grant Nepal dufyee treatment for products covered by 66 eight digit tariff lines in the
Harmonized Tariff Schedule (HTS). The program was implemented by Presidential Proclamation on
December 15, 2016 and provides wienipracal preferential trade benefits to Nepal throlgtember 31,

2025. Thes@references were provided to assist Nepal in its recovery from the devastating April 2015
earthquake and subsequaftershocksDue to changes in the U.S. Harmonized T&ifétem, the number

of tariff lines for which Nepal is exempt from customs duties increased in July 2016 to 77 eight digit tariff
lines. Of the 77 NTPP tariff lines, 31 are also duty free under the GSP scheme. The rest of these products
were not GSReligible at the time. TFTEA was passed in 2015, but products becamé&ekitpr Nepal

in June 2016. In 2017, the first full year the NTPP had been in place, total imports under the program were
$2 million and accounted for 2.5 percent of total U.S. impoois Nepal. The largest import categories

were hats and headgear ($778,000) and shawls and scarves ($453,000).
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V. OTHER TRADE ACT IVITIES

A. Manufacturing and Trade

Manufacturing Is a Key Driver of U.S. Economic Growth and U.S. Exports

Manufacturing is a vital sector of the overall U.S. economy, with a gross domestic product (GDP) of $2.2
trillion in 2016, comprising 11.7 perceat U.S. GDP. If the United States manufacturing sector were a
country, it would be the seventh largest country in the world (excluding the United States). U.S.
manufacturing real GDP and U.S. manufacturing industrial production are both at record recaehr

levels. The manufacturing sector added 189,000 jobs in 2017 (December 2016 to December 2017), for an
average monthly change of nearly 16,000 jobs. These changes reflect a turnaround from manufacturing
employment losses of 9,000 jobs in 2016. @ddingly, the unemployment rate for manufacturing workers

was under 4.0 percent for most of 2017, with a record low of 2.6 percent in November 2017 (records kept
since 2000). Average hourly earnings of production and nonsupervisory manufacturing empkrgees
$26.59 in 2017.

Manufacturing is a key driver of U.S. exports. U.S. manufacturing exports totaled $1.3 trillion in 2017,
and accounted for 85 percent of total U.S. goods exports to the world. The United States is the second
largest country exponteof manufactured goods. U.S. manufactured goods exports have increased by 44
percent since the trough of the recession in 2009.

Pursuing Fair and Reciprocal Trade

The Administration is actively using a broad range of available trade policy toolsstadgevmore open
markets and level the playing field for U.S. manufactured goods exports in countries around the globe. A
key overarching objective guiding this work is to improve the U.S. bilateral trade balance for manufactured
goods through fair and rigeocal trade.

In 2017, USTR advanced American manufactured goods trade interests through active engagement in an
array of trade policy initiatives and activities. Key activities to expand U.S. manufactured goods exports
included actions in each of thellbwing issue areas.

NAFTA

USTR is renegotiating the North American Free Trade Agreement (NAFTA) to update its provisions to
reflect 21st century standards and rebalance the benefits of the deal. As these negotiations continue into
2018, USTR also is arking to expand market access opportunities for U.S. manufactured goods and
strengthen disciplines to address +aniff barriers that constrain U.S. exports to NAFTA countries. USTR

also is working to update and strengthen rules of origin, as necdassamgure that the benefits of NAFTA

go to products genuinely made in the United States and North America, and to ensure that the rules of origin
incentivize production in North America as well as specifically in the United States. In addition, USTR is
pursuing greater regulatory compatibility in key manufactured goods sectors, including autos,
pharmaceuticals, medical devices, and chemicals to reduce burdens associated with unnecessary differences
in regulation between NAFTA partners.
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KORUS

USTR is working to modify and amend our existing free trade agreement with the Republic of Korea to
rebalance and reduce the large trade deficit in manufactured goods, including autos and auto parts. In
addition, USTR is engaged in efforts to resolve implemematancerns with the agreement that have
hindered U.S. goods export growth and opportunities in Korea.

Bilateral Market Access Barriers

Over the past year, USTR sought to address a broad range of manufactured goods market access barriers
and nontariff barriers through extensive engagement with our trade partners, including through formal
Trade and Investment Framework Agreement (TIFA) meetings, FTA meetings, and various bilateral trade
policy initiatives and activities. Among such activities in 2017 vedferts to address: Indian barriers to

U.S. manufactured goods exports, including medical devices andduighology products through the
Trade Policy Forum (TPF); Vietnamese barriers to
policies,se h as Made in China 2025, designed to create
a manufacturing leader in several high technology, high vadigded industries, including information
technology, aviation, electric vehicles, and medicaladss USTR is utilizing the full range of U.S. trade

A

tools to address Chinabs strategic plans.
Excess Capacity in Key Industrial Sectors

Industrial policies in some trading partners, particularly China, have led to growth in select industry sectors,
including steel and aluminum that is far out of line with market realities. These policies have adversely
affected U.S. industry and workers as well as global trade. USTR is working witmilikied trading
partners to build international consensus ooesx capacity by negotiating commitments in the Global
Forum on Steel Excess Capacity (GFSEC), OECD Steel Committee, and the North American Steel Trade
Committee. The Administration also is working to address the root causes of this problem through
mechaisms under U.S. law.

Strong Enforcement

Throughout all these policy activities relating to manufacturing and trade, the Trump Administration is
already aggressively standing up for American interests and protecting American economic security by
taking taugh enforcement action against countries that break the rules, and applying the full range of tools,
including WTO rules, negotiations, litigation, and other mechanisms under U.S(%me, Chapter lll:

Trade Enforcement Activities

B. Protecting Intellectual Property

One of the top trade priorities for the Trump Administration is to use all possible sources of leverage to
encourage other countries to open their markets to U.S. exports of goods and services, and provide adequate
and effective praction and enforcement of U.S. intellectual property (IP) rights. Toward this end, a key
objective for the Administrationés trade policy
opportunity to use and profit from their IP around the globB. rights include copyrights, patents,
trademarks, and trade secrets-infnsive industries directly or indirectly account for 45.5 million jobs in

the United States, nearly one third of all U.S. employment, in 2014.

To protect U.S. innovation and etapment, the Administration is prepared to call to account foreign
countries and expose the laws, policies, and practices that fail to provide adequate and effective IP

62|IV. OTHER TRADE ACTIVITIES



protection and enforcement for U.S. inventors, creators, brands, manufacturers,vared pgeviders.
Challenges include copyright piracy, which threatens U.S. exports in media and other creative content. U.S.
innovators, including pharmaceutical manufacturers, face unbalanced patent systems and other unfair
market access barriers. Coarrfieit products undermine U.S. trademark rights and can also pose serious
threats to consumer health and safety. According the OECD, data on customs seizures indicates that the
country whose goods are most counterfeited and pirated is the United Statest @0 percent of total
seizures around the world are of pirated and counterfeit goods whose rightholders originate in the United
States). Inappropriate protection of geographical indications, including the lack of transparency and due
process in some siems, limit the scope of trademarks and other IP rights held by U.S. producers and
imposes barriers on market access for th&de goods and services that rely on the use of common names,
such as fAfetad cheese. dlofte na dadniotnigo na, ctohnep at nhyedfst coofr
and key to a c¢omp@adurty Arericandusinesdes, indludirg ISEEs sand the reach of
trade secret theft into critical commercial and defense technologies poses threats to U.S. national security
interests as well.

USTR deploys a wide range of bilateral and multilateral trade tools to promote strong IP laws and effective
enforcement worldwide, reflecting the importance of IP and innovation to the future growth of the U.S.
economy. USTR seeks strong tation and enforcement for IP rights during the negotiation,
implementation, and monitoring of IP provisions of trade agreements. USTR also presses trading partners
on innovation and IP issues through bilateral engagement and other means, includirdgeuitn,
Argentina, Chile, China, Colombia, the Dominican Republic, India, Indonesia, Thailand, Ukraine, and
Vietnam. USTR also engages bilaterally and regionally with other countries through the annual "Special
3010 revi ew a n drephrtfor addifionatisfornigon, kee Crapter I11.A.5)

To elaborate on endemic concerns in just one of these countries, China is waidesfread infringing

activity, including trade secret theft, rampant online piracy and counterfeiting, and high levels of physical
pirated and counterfeit exports to markets around the globe. Combined, shipments/goods coming from or
through China and HonKong in Fiscal Year 2016 accounted for the overwhelming majority (88 percent)

of all U.S. Customs border seizures of IPR infringing merchandise. China also requires that U.S. firms
localize research and development activities. Structural impedimerd snd criminal IPR enforcement

are also problematic, as are impediments to pharmaceutical innovation.

Finally, USTR leads multilateral engagement on IP issues in the World Trade Organization (WTO) through
the TRIPS Council. As discussedgreater detail in Chapter V.B.the U.S. Government and a number

of other countries maintain common positions on the subject of geographical inditgtmsisons that

help ensure that overseas markets remain open to a wide array of U.S. agricultutal éxprthermore,

the United States has helped explain the positive contributions of IP to innovation under the 2017 WTO
TRI'PS Council 6s t he me of - ISmalll and MedierSited Ermtevpases 0 n an
(MSMESs) covering key issues over thaucse of successive meetings of the TRIPS Council. Businesses
using IP rights in innovative and creative industries tend to perform better, and MSMEs owning IP rights
have often higher revenue per employee than MSMEs that do not. In many cases, teeyaaiddheir
workforce faster and pay higher salaries. Intellectual property can therefore be considered a key component
for smart and sustainable growth for MSMEs, which account for more than 90% of business in most
economies around the world.

Special301

For a discussion of Special 301, see Chapter Ill.A.5.
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C. Promoting Digital Trade and eCommerce

The Internet and other digital technologies play a crucial role in strengthening and supporting firms in every
sector of the U.S. economy. In 2017, USddanced U.S. interests in robust digital trade and electronic
commerce across a range of fora, and worked to combat a rising tide of barriers to digital trade around the
world. USTR highlighted some of those barriers in a Digital Trade Fact Sheekceladdarch 2017,
concurrent with the release of the annual National Trade Estimate.

In the ongoing renegotiation of the North American Free Trade Agreement (NAFTA), USTR has advanced
high-standard digital trade rules that will make this agreement a nnaoléhg forward. For example,

USTR is working to ensure that data can flow freely across borders without onerous and expensive
localization requirements; to guarantee that digital products receivefrdaty nordiscriminatory
treatment; and to preventrfagn governments from requiring U.S. firms to disclose proprietary source code
and algorithms.

At the Worl d Tr dMmistedal Ganfaréenzean Decemb@rs2017, the United States was
joined by 69 other Members in announcing a commitmeittitiate exploratory work on negotiations on
electronic commerce. As these discussions begin in early 2018, USTR will work to ensure that they become
a productive forum to advance a liberal global environment for digital trade and electronic commerce. Th
United States also joined a consensus among WTO Members to maintain a moratorium on duties on
electronic transmissions and to continue the longstanding Work Program on Electronic Commerce.

USTR raised digital trade issues in many bilateral engagenmeotsyhout 2017, including in consultations

with FTA partners, in formal Trade and Investment Framework Agreement (TIFA) meetings, and other
bilateral engagements. For example, in the 2017 United Stati@esBilateral Trade Policy Forum, USTR
raisedconctens wi th I ndiads | ongstanding data | ocalizat:i
with the Indian government as it crafts a new data protection law to ensure that the law does not have
negative impacts on digital trade. USTR continues t&wath the Indian government to encourage more

robust bilateral digital trade. The United States also engaged with Colombia in 2017 during that
government 6s i mpl ementation of its Data Protectior
thatdid not have negative impacts on the transfer of data between Colombia and the United States.

Similarly, USTR took the unprecedented step in October ,2@1@oordination with several other WTO

Me mber s, of using the WTODOIkyo@eancems and callfor dhanged ® i n ¢
numer ous bur densome and di scriminatory el ement s
implementing measures. These measures severely restrict the ability of foreign firms to offéedsize

services or intgrate datsenabled functionality into goods or production processes.

USTR continued to advocate for U.S. digital trade interests in international fora such as the G20 and the
OECD. The OECD increased its focus on digital issues in 2017, and USTR reewdaged in a broad

range of discussions in that forum. A 2017 declaration agreed to by G20 digital ministers included an annex
dedicated to digital trade priorities. USTR used this opportunity to bring attention to harmful barriers to
digital trade, andoined a call for improved measurement of the impact of digital trade on the world
economy.

D. Trade and the Environment

Over the course of 2017, the United States made significant progress on a range of trade and environment
matters in multiple foranicluding through multilateral, regional, and bilateral trade initiatives.
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In August 2017the United States formally launched the renegotiation of the NAFTA in Washington D.C.
As part of that effort, the United States is seeking to modernize the existingnmental framework under

the North American Agreement on Environmental Cooperation (NAAEC) by bringing the environmental
obligations into the core of the Agreement, rather than in a side agreement; updating and streamlining the
current institutionastructure; and, addressing key environmental challenges such as fisheries subsidies that
lead to overfishing and overcapacity, illegal, unreported, and unregulated (IUU) fishing, and trafficking in
wildlife, timber, and fishing, and conservation of natuesources. These upgrades will not only benefit

the environment, but also help to level the playing field for American workers and industries.

In the WTO, the United States worked to advance negotiations on an agreement to prohibit harmful fisheries
subsidies, such as those that contribute to overfishing and overcapacity or which support illegal fishing
activities, and advocated for enhanced transparency and reporting regarding existing fisheries support
programs.

The United States also continued tmptize implementation of the free trade agreements (FTAS) currently

in force. In particular, in October 2017, the United States took an unprecedented enforcement action
pursuant to the Annex on Forest Sector Governance of the UnitedBeateSrade Pmotion Agreement
(PTPA) and blocked future timber imports from a Peruvian exporter based on illegally harvested timber
found in its supply chain. In 2017, the United States also met with officials from Central America and the
Dominican Republic, Colomhj Korea, Panama, and Singapore to discuss implementation of and monitor
progress under the environment chapters of our FTAs.

In 2017,the United States and Trade and Investment Framework Agreement (TIFA) partners, notably
Malaysia and Vietnam, consulted a wide range of issues related to trade and investment, including trade
related environmental issues such as wildlife trafficking and 1UU fishing. The United States and Malaysia
agreed to continue a dialogue on environmental issues and to launcliranreant working group focused

on bilateral tradeelated environmental issues.

1. Multilateral and Regional Fora
Regional Engagement

In APEC, the United States worked with other AB&cific economies through the Experts Group on lllegal

Logging and Asociated Trade to improve the capacity of APEC customs officials to combat illegal logging

and associated trade, including by hosting a customs officials workshop held in Ho Chi Minh City, Vietnam

on August 1819, 2017. The United States also led the igment of a Customs Best Practices Resource

Tool designed to assist APEC customs officials in identifying illegal timber shipments and taking
appropriate action. As part of this work, USTR strengthened partnerships with international organizations,
suchas Interpol and The Nature Conservancy, who play an important role in combating illegal logging and
associated trade globally. The United States also concluded an initiative to facilitate trade and investment

in sustainable materials management (SMM) s$olutn s under APECSOG s Regul at
Advancement Mechanism in 2017.

WTO and Other Multilateral Engagement

As described in more detail in Chapter V of this report, the United States has continued to explore and
advance fresh and innovative approaches a | | aspects of the WTOG6s trade
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Regarding fisheries subsidies, the United States worked with otheniliided WTO Members to advocate
for strong disciplines on harmful fisheries subsidies, such as those that contribute to ingedigh
overcapacity or that support 1UU fishing activities. The United States also proposed stronger rules to

enhance the transparency and reporting of Members
was developed based on the varioustextoposal s that WTO Members submi

Negotiating Group, and formed the basis of intense negotiations in the second half of 2017. However,
consensus could not be reached on even the most basic elements of these text proposals. @btise WT
Ministerial Conference in December 2017, Ministers issued a Ministerial Decision in which Members
commi tted to Acontinue to engage constructively
adopting, by the Ministerial Conference in 2019 agreement on comprehensive and effective disciplines

that prohibit certain forms of fisheries subsidies that contribute to overcapacity and overfishing, and
eliminate subsidies that contribute to IdUi s hi ng. 0

In 2017, USTR participated in the implematidn of a number of multilateral environmental agreements

to ensure consistency with international trade obligations, including: the Convention on International Trade
in Endangered Species of Wild Fauna and Flora, the Montreal Protocol on SubstanPeplttat the

Ozone Layer, the Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and
their Disposal, Strategic Approach to International Chemicals Management, the Stockholm Convention on
Persistent Organic Pollutants, the Minaan@bnvention on Mercury, and the Rotterdam Convention on the
Prior Informed Consent Procedure for Certain Hazardous Chemicals and Pesticides in International Trade.
USTR is also engaged in and contributes expertise to U.S. fisheries policy developgiemd) fisheries
management organizations, and the International Tropical Timber Organization.

2. Bilateral and Regional Activities

As described below and in Chapter |l of this report, USTR secured concrete achievements supporting the
Ad mi ni s tadeaand eovirahrsenttolbjectives during 2017. USTR continued to convene meetings of
the TPSC Subcommittee on FTA Environment Chapter Monitoring and Implementation to monitor actions
taken by U.S. FTA partner s, i n  anondasing drglanceetationi t h

ensure that U.S. trading partners comply with their FTA environmental obligations and to monitor progress
achieved.

NAFTA Renegdiation
As part of the NAFTA renegotiation, the United States is seeking to modernize the existing framework

under the North American Agreement on Environmental Cooperation (NAAEC) by bringing the
environmental obligations into the core of the Agreemeaiher than in a side agreement. The United

States is also seeking strong and enforceable environmental obligations that are subject to the same dispute

settlement mechanism that applies to other enforceable obligations of the Agreement. In addition, the
United States is seeking to address specific environmental challenges through obligations to prohibit
harmful fisheries subsidies, conserve wild fauna and flora, and combat wildlife trafficking, illegal logging,
and IUU fishing.

The NAFTA renegotiationsi also an opportunity to modernize and streamline the Commission for
Environmental Cooperation (CEC) established under the NAAEC. The current CEC provides for a
Council, a Secretariat, and a Joint Public Advisory Committee. The Council, comprised of the
environmental ministers from the United States, Canada and Mexico, met on &Be2P17, in Prince
Edward Island, Canada. The Council approved the Operational Plar12@hd outlined a new trilateral
work program focused on strengthening the nextwd®n trade and environment, such as through projects
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related to supporting the legal and sustainable trade in select North American species and improving
industrial energy efficiency. The NAAEC also established a process for nongovernmental individuals o
entities residing or established in the United States, Canada, or Mexico to file a public submission asserting
that a Party is failing to effectively enforce its environmental law, and the Parties continued to review
actions taken on such public submiss concluded over the previous year.

Bahrain Free Trade Agreement

In 2017, U.S. Government officials and experts col
Council for Environment to monitor implementation of the FTA Environment Chaptetadevelop a

revised Plan of Action, pursuant to the United St&akrain Memorandum of Understanding on
Environmental Cooperation accompanying and supporting implementation of the Environment Chapter
under the FTA. The Plan of Action identifies goaisl cooperation activities to help Bahrain strengthen

its capacity to protect the environment while promoting sustainable development in concert with the trade
relationship established under the FTA. The Plan of Action was finalized and approved lathiaiB

cabinet in August 2017. The United States and Bahrain plan to convene an environmental cooperation and
implementation meeting in 2018, which is expected to identify priority projects in areas such as air quality,
coastal environmental zones andi@ngered species.

CAFTA-DR

The United States and other Parties to the Dominican Reghgtitral AmericdJnited States Free Trade
Agreement (CAFTADR) continued efforts to strengthen environmental protection and implement the
commitments of the CAFTAR Environment Chapter. The officials responsible for trade and
environment under CAFTAR met twice in 2017 to discuss priorities for environmental cooperation
funding, monitoring and implementation of Environment Chapter obligations, and the preparation fo
seniorlevel meetings of the Environmental Affairs Council (Council). The Council met on Jud2 21

San Jose, Costa Rica and discussed challenges and progress in implementing the Environment Chapter
obligations over the past year with a particul@uon environmental impact assessments and monitoring

and enforcement challenges and best practices related to air quality and waste management laws. The
Council also exchanged views on potential legislative, institutional, or procedural reforms thaipcan
improve enforcement and promote high levels of environmental protection.

The Council also received an update from the independent Secretariat for Environmental Matters
(Secretariat), which has received 38 submissions regarding effective enforcérapatronmental laws

since its inception in 2007. The Secretariat reported on its fourth factual record, related to the construction
of a hydroelectric project in Honduras and the representative from Honduras highlighted steps they are
taking to addressssues raised in the submission. The Secretariat also presented case studies from past
submissions, which provided concrete examples of the results of the submission process, including
enhanced public access to environmental information, a 99 percemtioadin the production of
endangered sea turtle products in the Dominican Republic, and the issuance of regulations to improve
environmental protection in Guatemala.

The United States continued to provide capaitijding support to CAFTADR partners.In 2017, the

U.S. Department of Interior launched the Vida Silvestre app to raise public awareness and serve as an
enforcement tool for CAFTAR governments to combat wildlife trafficking. U.S. Government funding

also supported 25 binational and natiomaérations on wildlife trafficking resulting in 60 arrests in 2017.
Through a small grants program, local NGOs in six CAHJR countries trained 36,802 people and
promoted best practices on solid waste management, public participation mechanismsgraodcérment

of environmental laws. The World Conservation Society worked with local partners in the Dominican
Republic and Guatemala to improve the land management and protection of national parks. The Council
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agreed to focus future efforts on combatiragficking in timber, wildlife, and marine resources, promoting
public participation, and reiterating the importance of ensuring high levels of environmental protection and
effective enforcement of environmental laws.

The Council also hosted a puldiession in San Jose, Costa Rica on June 22, which provided the opportunity
for an interactive exchange of views between government representatives, environmental groups, academia,
and private sector representatives on monitoring and implementation digpgercand environmental
cooperation programs. Nagovernmental organizations benefitting from CAFDR environmental
cooperation joined the session via video conference from the Dominican Republic, El Salvador, and
Nicaragua to share their experienced participate in the public forum.

Chile Free Trade Agreement

The United States and Chile continued efforts to strengthen environmental protection and implement the
commitments of the bilateral FTA Environment Chapter. In 2017, environmental coop@ratiwams
resulted in training of more than 600 people in natural resource management, biodiversity conservation,
improved commercial and extracting activities, and environmental enforcer@emtpartnership has
helped to bring oveonemillion hectares bland and sea under improved natural resource management,
including supportingthe implementation of five sister site agreements between Chilean and U.S. parks as
well as protected area networks, like those between Rapa Nui and Hawaii. The Uniteal<statgsported
environmental education through-sponsorship of the second Our Ocean Marine Science Camp, which
brought together 100 students and high school teachers from across Chile to learn about Ocean Health.

Environmental cooperation also helptxdcombat wildlife trafficking. In 2017, the Secretariat of the
Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES) concluded that
Chileds new wildlife Il aw fully sati sflnges St@ldsi | ed s
has | ong encouraged Chilebds efforts to strengthen
efforts to promote environmental protection under the bilateral FTA and the environmental cooperation
program under the Joint Commissifor Environmental Cooperation. The United States also supported a
workshop in Chile on best practices for developing and implementing a national strategy to combat wildlife
trafficking. Additionally, U.S. support led to a report that identified |Ughiing in the Chilean Hake

Fishery, and supported work with artisanal fishers to develop a hake fishery management and recovery plan
that will help fishing communities while allowing this fish stock to recover to sustainable levels.

Finally, U.S:Chile enmironmental cooperation supports environmental enforcement networks and
cooperation between Chile and its neighboring countries to share best practices related to enforcement, air
guality management, water resource management, public participation, asttqut@rea management.

For example, the United States helped to support a regional criminal investigations course for the Chilean
RedSuFiCA environmental enforcement network. Under the scope of protected area management, the U.S.
Forest Service (USFS) caborates with the Chilean National Protected Areas System (SNASPE) to
strengthen biodiversity monitoring of key species in protected areas by examining current practices,
challenges, and techniques to bolster monitoring in Chilean and U.S. systems. sdistanee also
advanced the shared goals of the Megacities Partnership for the Santiago Metropolitan Region to enhance,
adapt and share air quality management tools in order to improve air quality and provide important public
health benefits.

Colombia Trade Promotion Agreement
A U.S. Government interagency delegation traveled to Colombia in December 2017 to engage with

representatives from the Colombian government, private sector, and environmental organizations to review
implementation of environmentalommitments under the United Statéslombia Trade Promotion
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Agreement (CTPA) and to discuss the development of a new Environmental Cooperation Work Program.
The United States provided capacity building assistance under the UnitedCRtimiedbia Environmetal
Cooperation Work Program 202917 in support of Colombia's implementation of its environmental
obligations under the CTPA. The U.S. Agency for International Development (USAID) supports the bulk
of this environmental cooperation and in 2017 investede than $14 million in a broad portfolio of
environmental programs throughout Colombia. Activities included support for biodiversity conservation
in the Amazon, Orinoquia and Caribbean regions, and sharing of U.S. experience with integrating large
scak private investment in wind and solar energy into the U.S. electrical system. This work was done in
close partnership with relevant Colombian government entities, the private sector, and civil society. The
State Department 6s Botics andlLiaw Bnforcdment Affains @so providedd over$h r ¢
million in programs to improve the Col ombian gove
mining, wildlife trafficking, and other environmental crimes perpetrated by organized crimioglsgro

Jordan Free Trade Agreement

In 2017, USTR officials and other experts continued to engage with officials from Jordan to monitor
implementation of the FTA Environment Chapter and, in accordance with the UnitedJotatas FTA

and the United Statekrdan Joint Statement on Environmental Technical Cooperation, the two
governments worked closely together on a range of environmental matters ungdet48617 Work

Program for Environmental Cooperation, including: institutional strengthening; effestiforcement of
environmental laws; conservation; cleaner production processes; and increased public participation and
transparency in environmental decision making and enforcement. In 2017, the U.S. Forest Service (USFS)
continued to support improvedtneal resource management, including watershed restoration with native seedlings
and tree nursery management for increased seedling
Agriculture-National Center for Agriculture Research and Extenghe International Center for Agricultural
Researchin Dry Areas, and local communities. Also in 2017, the Environmental Protection Agency (EPA) worked
with Jordands Ministry of Environment b haheecagagity Val | e
for integrated solid waste management through training on public participation and management of solid waste
including the development of municipal solid waste management strategies and plans for the Jordan Valley.
Finally, in 2017 the Unitd States and Jordan began work on preparing a new Work Program 202018

Korea Free Trade Agreement

The United States and Korea continued efforts to strengthen environmental protection and review
implementation of the KORUS Environment Chapter.a¢eordance with the United Stafespublic of

Korea FTA and the United StatBepublic of Korea Environmental Cooperation Agreement, the United

States and South Korea have worked closely together on a range of environmental matters under the 2016
2018 Wok Program, which includes cooperation on strengthening implementation and enforcement of
environmental laws, protecting wildlife and sustainably managing ecosystems and natural resources,
promoting sustainable cities, and sharing best practices on thivmgleeat and application of cleaner

sources of energy and the use of innovative environmental technology. In 2017, the United States also
revi ewed and provided input on the i mplementation
of Timber, whichincludes provisions to prevent the import of illegally logged timber products.

I n Ma 'y 2017, t he Nati onal Oceanic and At mospher
Enforcement held a workshop and peerryefOcechnaande f or
Fisheries, Coast Guard, and National Police, and the nongovernmental organization Environmental Justice
Foundation at the NOAA Western Regional Center in Seattle, Washington on effective means to combat

IUU fishing using monitoring, conttpand surveillance tools or technologies. The U.S. Fish and Wildlife

Service, Washington State Department of Fish and Wildlife, and the U.S. Coast Guard were also in
attendance.
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In July 2017, the Korean National Institute of Environmental Research (NAE® the U.S. National
Aeronautics and Space Administration presented the preliminary scientific results of a joint study on air
guality based on data collected during aweek field study during the summer of 2016. The study
included air quality testig, ground aerial observation, air quality modeling, and satellite data analysis, and
the joint study identified strategies for South Korea to reduce ozone and particulate matter levels in the
Seoul metropolitan area and rural sections of the country. RNIEaRnd Sout h Koreads
Environment expect that the information derived from the joint research will help South Korea to improve
its air pollution analysis and policy formulation.

Morocco Free Trade Agreement

The United States and Morocco matder the Joint Cooperation Committee under the FTA to discuss a
range of issues, including environment, signaling a mutual interest in continuing to enhance bilateral
environmental cooperation and affirm a commitment to environmental protection threeghni fair

trade. The United States and Morocco are planning a meeting of the Subcommittee on Environmental
Affairs, chaired by USTR, to review implementation of the FTA environment chapter, and of the Working
Group on Environmental Cooperation, chaibgdhe U.S. Department of State, in early 2018. The United
States and Morocco have begun working on preparation of a new Plan of Action fe&20211 8vhich will

be reviewed in early 2018.

In accordance with the United Statdsrocco FTA and the Unitedt&esMorocco Joint Statement on
Environmental Cooperation, the United States and Morocco worked closely together in 2017 on a range of
environmental matters under tB@142017 Plan of ActionA key accomplishment in 2017 under the U.S.

I Morocco Joint @atement on Environmental Cooperation was the establishment of protocols for

i mpl ementing Moroccodés new |l egislation to support
l aw fully satisfies Moroccods CITES i mplementatio

The USFS cotinued to work with the High Commission for Water and Forests and the Fight Against
Desertification (HCEFLCD) to provide technical assistance and training on improved fire management
coordination and response. The USFS assisted in establishing a natiotralning center in Rabat to
provide training on incident command systems. The USFS also provided technical support to the High
Commission on tree nursery management and training for High Commission experts on forest landscape
restoration and disastsmanagement.

Also in 2017, the U.S. EPA worked with the Moroccan Ministry of Energy, Mines, Water and Environment
and the Ministry of Interior to improve solid waste management through capacity building on municipal
solid waste management planning, palpiarticipation, and crisis communication. In addition, the NOAA
worked with the Moroccan National Agency for Development of Aquaculture (ANDA) in 2017 to review
the aquaculture siting guidelines, environmental models, and monitoring standards thateparedp
through support and training to a Moroccan expert. NOAA also provided technical assistance to ANDA
and aquaculture cooperative members on the operation of the mussel longline demonstration farms.

Oman Free Trade Agreement

USTR has continued tceview implementation of the U-&man FTA Environment Chapter, and in
accordance with the FTA and the United St&d@san Memorandum of Understanding (MOU) on
Environmental Cooperation, the United States and Oman have worked closely together on a range of
environmental matters, such as the priority areas for cooperation identified in th2@DA&lan of Action.

As a part of this effort, the U.S. Department of Interior provided training and technical assistance to build
capacity in the Oman Ministry of @fiate Affairs (MECA) on protected area management, understanding
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and implementation of the CITES, and wildlife protection through a sea turtle population monitoring
program with the goal of increasing endangered species awareness and improving conséiwason
Finally, in 2017, the United States and Oman began preparing a new Plan of Action{202018

Panama Trade Promotion Agreement

The United States and Panama continued efforts to strengthen environmental protection and review
implementation of the TPA Environment Chapt@uring 2017, the United States and Panama made further
progress in implementing an independent secretariat feirammental matters, which is intended to
promote public participation in the identification and resolution of environmental enforcement issues and
receive and consider submissions from the public on matters regarding enforcement of environmental laws.
The Secretariat is housed in the Water Center for the Humid Tropics of Latin America and the Caribbean,
an internationaénvironmental organization for the regilmtated in Panama City, Panama. In 2017, the
Council hired an Executive Director and agreadia outreach plan for the Secretariat.

The Department of State continued to support ##A environmental cooperation focused on
Environmental Law implementation and enforcement in Panama. Current focus areas include:
environmental inspections, juditisaining, and wastewater regulation implementation. Additionally, EPA

helped facilitatt® anama6és membership in the Latin America En
shares environmental enforcement and compliance best practices across theGRgiatsoled a Trash

Free Waters workshop in Panama City focused on mbttiereprevention and reduction.

Peru Trade Promotion Agreement

The United States and Peru held multiple meetings to discuss and monitor implementation of obligations
under theP TP AOG s Environment Chapter and Forest Annex,
bilateral government agencies and stakeholders. This regular engagement provided important opportunities

to monitor implementation and gather information about new lezggilations, and policies that Peru is
implementing, particularly in the forestry sector, and gain a better understanding of their environmental and
trade impacts.

While the Forest Annex has catalyzed significant reforms in Peru's forest sector, Rewesam face
serious challenges in combating ill egal |l oggi ng.
implementation of a set of reform actions that Peru agreed to take to addgessgohallenges to illegal

logging in response to the s of the 2016 timber verification exercise, which revealed significant levels

of illegally harvested timber in an earlier timber shipment from Peru to the United States. Such reform
actions include amendi ng Per ubiliytheonghoutrthie sugptychaime nt at i
risk-based measures to improve timely detection of illegally harvested timber, and steps to improve the
accuracy of Peruds annual timber harvest plans.

In 2017, the Interagency Committee on Trade in Timber Products Rera (Timber Committee)
determined that Peru had made insufficient progress in implementing these agreed upon and necessary
reforms, and on October 10, 2017, USTR took unprecedented action on behalf of the Timber Committee
by instructing the U.S. Custorasd Border Protection (CBP) to deny entry of future timber shipments from

the exporter subject to the 2016 verification request, Inversiones Oroza, for a period of three years, or until
the Timber Committee determines that Oroza has complied with altablgilaws, regulations, and other
measures of Peru governing the harvest of and trade in timber products, whichever is shorter.

Despite these setbacks, the United States and Peru continued to make progress implementing the
Environmental Cooperation Aggeent Work Program (2012018), including through the signing and
implementation of a Memorandum of Understanding between the U.S. EPA and the Peruvian Organization
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of Evaluation and Environmental Inspection (OEFA) to support Peru's efforts to strengfitreement of

and compliance with Peruvian environmental laws. EPA conducted trainings on environmental compliance
inspections, environmental case adjudication, and mercury management and storage, among other
activities. The United States, through USAI&Iso continued to support the implementation of an
electronic system to verify and track the legal origin and proper chain of custody of timb&NNES)

including a pilot launch in March 2017. USAID supported the training of regional authoritieagntivs

system and uploading more than 130 forestry concessions in the timber corridor. USAID and USFS
completed land use and mapping information for natural resource management and land use decision
making and the analysis and publication of near rew tleforestation information, including detection of
illegal logging activities. USAID and USFS also assisted with the training and certification of Forest
Regents, who will serve as one of the first points of control in the development of forest manauense

and supported sustainable forest management for local communities. To support improved prosecution of
environmental cases, USAID and USFS helped develop a public investment project for environmental
prosecutors to provide lortgrm resources fahe satellite monitoring units, which will allow prosecutors

to build stronger cases against illegal logging. The U.N. Office of Drugs and Crime, the U.S. Department
of Justice, and the USFS also delivered a workshop in Puerto Maldonado, Peru tgitaal prosecutors

and investigators in combating illegal logging and timber crimes.

The United States and Peru are planning to hold the next senior level Environmental Affairs Council
meeting to review implementation of the PTPA Environment Chaptemnia,LlPeru in 2018.

Singapore Free Trade Agreement

In October 2017, USTR and Singaporean counterparts met in Singapeweete the implementation of

the Environment chapter of thénited StatesSingapore FTA This seniofevel bilateral meeting served

as an important opportunity to enhance and continue the robust and longstanding bilateral relationship and
strategic partnership between the United States and Singapore, and highlighted a shared commitment to
environmental protection through free and fedide. The cahairs provided overviews of progress since

their last meeting in 2015 and outlined their respective priorities and future plans. Discussions focused
primarily on enforcement of environmental laws, particularly to combat wildlife and titrddécking in

the region, recognizing Singaporebs efforts in co
a commitment to fostering close bilateral and international cooperation on enforcement efforts.
Additionally, the parties discusséssues such as those related to conservation and CITES enforcement, as
well as exchanging views on environmental laws and utilizing environmental technology. Both sides
affirmed their common interests in advancing trade and environmental prioritiastnaddnited States
Singapore FTA, APEC, and the WTO. A public session with the environmental and business communities
also was held to exchange views related to the implementation of the Environment chapter.

In accordance with the United Stat®mgapoe FTA and the United Stat&ngapore Memorandum of

Intent on Cooperation in Environmental Matters, the United States and Singapore have worked closely
together on a range of environmental matters under the-ZDN'6 Plan of Action for Environmental
Coopeation. Notable achievements in 2017 include cooperative investigations with Singapore authorities

and U.S. Immigration and Customs Enforcement and Homeland Security Investigations to help facilitate
Singaporebés interdi ct isovellaocbopdratidn with theé U.Sv Fidh drid Wildife pr o d
Service to analyze seized samples. In July 2017, theFdgd and Veterinary Authority of Singapore was

awarded the CITES SecretaBfe ner al 6 s Certi ficate of Commatndat i ol
actions in securing convictions for the illegal import of a shipment of 3,235 metric tons of -GTdelS

rosewood logs in March 2014.
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E . Trade and Labor

In 2017, the U.S. Government engaged with trade partners on labor rights through thenfechaalisms

of trade agreements and trade preference programs, as well as throughsmenifiy initiatives, capacity

building, and technical assistance. Throughout the year, labor issues were an aspect of trade and investment
negotiations and dialogueith Asia-Pacific, Central Asia Latin American, arfBuropean countries,
including through Labor Affairs Council or labor affairs subcommittee meetings under existing trade
agreements, Trade and Investment Framework Agreements (TIFAs), and multilaterauédras the
International Labor Organization (ILO), the Asia Pacific Economic Cooperation (APEC), and the
Organization for Economic Goperation and Development (OECD).

The United States has used available trade policy tools to improve labor righting partners, including

by restoring trade benefits for Swaziland after that country completed specific labor reforms, placing a labor
expert fulltime inColombia,andworking closely with the governments of Mexico and Honduras regarding
extensive legiative reform initiatives in those countries topgrove respect for labor rights.

The Administration also has supported the Trade Adjustment Assistance (TAA) program, which assists
American workers adversely affected by global competition and helps teeehatithey are given the best
opportunity to acquire skills and credentials to get good jobs, as an essential component of traderpolicy (
additional information, see Chapter 11l.AJLO

1. Bilateral Agreements and Preference Programs

FTAs

Since2 007, U.S. trade agreements have included oblig
laws with fundamental labor rights as stated in the 1998DkClaration on Fundamental Principles and

Rights at Work These agreements include obligat® not to fail to effectivel

laws and not to waive or derogate from those laws in a manner affecting trade or investment. The
agreements also provide for the receipt and consideration of submissions from the public onatedtters r
their l abor chapters, which can be submitted thr
International Labor Affairsfér additional information on public submissions and the process for filing,

visit https://www.dol.gov/agencies/ilab/curnork/trade/ftasubmissions

As part of the ongoing effort to monitor and implement existing U.S. trade agreements, the United States
has worked with trading partners to advance lalyghts through technical cooperation and other efforts,
including in the Dominican RepubliCentral AmericaJnited States Free Trade Agreement (CAFDR)
countries, Morocco, Jordan, Peru, Korea, Mexico, and Colorfdriadditional information, see Chapter

11.B). In 2017, consultations continued with Bahrain under the Labor Chapter of the UnitecBatataa

Free Trade Agreement on concerns about freedom of association and employment discrimination. In 2017,
USTR officials met with government officialha stakeholders to follow up on the labor commitments
under the United Statésorea (KORUS) Free Trade Agreement. In particular, discussions were held with
respect to Koreads commitments to adopt atived mai nt
bargaining, and the elimination of discrimination in employméstt gdditional information see Chapter

1.A.2).
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NAFTA Renegotiation

As part of the Administrationdos effort to renegot |

(State)have worked closely with Mexican trade and labor officials to ensure effective implementation of a
landmark constitutional reform initiative that the government of Mexico introduced in 2016 to mandate the

creation of new labor courts as part of a complete e r ha u | of Mexi cobs sSsyst e
administration. I n February 2017, Mexi cobs Coni¢

legislation was approved by a majority of Mexican states. In December, Mexico introduced a
comprehensive packa@é legislation that would implement the constitutional reforms by a target date of
November 2018, and includes detailed provisions intended to address longstanding concerns regarding the
registration of collective bargaining agreements, as well as thngyabcess to decide union representation
challenges. The Administration will continue to work to ensure that Mexico strengthens its labor standards
by monitoring the reform effort and negotiating strong labor obligations in the new NAFTA, so that
American workers and businesses truly benefit from a modernized NAFTA agredoreatditional
information, see Chapter 1l.A.1

CAFTA-DR

In 2017, the United States continued to monitor and assess progress towards addressing the labor concerns
identified in a2013 public report issued by the DOL. These concerns were initially raised in a public
submission received in 2011 concerning labor rights in the Dominican Republic. The United States has
engaged with the government of the Dominican Republic as weitlaghe sugar industry and civil society

on the concerns identified in this report, including through seven visits to the Dominican Republic, most
recently in December 2017. In October 2016, the DOL, in consultation with USTR and State, issued a
public ypdate on its findings, noting a number of positive steps taken by the government and by industry
designed to address the labor issues identified in the 2013 report and pointing to areas of potential
collaboration. The United States continues to discussaas f or i mpl ementing t
recommendations for improving labor inspections with the Ministry of Labor of the Dominican Republic

(for additional information, see Chapter I1.B.3 In March 2017, a DOL staff member concluded a six

h

month detailé t he Guatemal ads Ministry of Labor, wher e

initiatives, including on draft legislation that restored sanction authority to the Ministry and new inspection
protocols.

In February 2015, the DOL released a report todassues in Honduras based on a 2012 submission by
the American Federation of Labor and Congress of Industrial Organizations and 26 Honduran labor unions,
pursuant to the CAFTAR Labor Chapter. The report addressed allegations that the government of
Honduras (GOH) failed to effectively enforce its labor laws, and included recommendations for actions by
the GOH to improve enforcement efforts in the agriculture, manufacturing, and port sectors. Pursuant to
the reportos r ecommen dietUnited Stgtes and Hoddurase sigheel ra lal200 1 5 ,
Monitoring and Action Plan (MAP) that includes comprehensive commitments by Honduras to address
legal and regulatory frameworks for labor rights, undertake institutional improvements, intensify targeted
enforcenent, and improve transparency. The GOH took important giepgplement the MAP in 2017,
including by passing a comprehensive new inspection law in January 2017 and convening three tripartite
meetings with private sector and labor stakeholders to digmagress under the MAfor additional
information, see Chapter 11.B.3

Colombia Trade Promotion Agreement
I n 2017, t he Uni ted States wor ked closely with

submission under the Labor Chapter of the United Statésmbia Trade Promotion Agreement and to
continue implementation of the Colombian Action Plan Relaetabor Rights (Action Plan), which
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focuses on improving protection of labor rights, preventing violence against trade unionists, and prosecuting
perpetrators of such violence. The submission, filed in 2016, alleged that the government of Colombia
failed to effectively enforce its labor laws and to adopt and maintain laws that protect fundamental labor
rights. The DOLissued a public report based on its review in January 2017, which recommended
undertaking consultations between the contact points déstyneder the Labor Chapter to address
concerns raised in the report, including with respect to labor inspections and improving labor law
enforcement.The Colombian government continued to take steps to improve labor law enforcement and
address areas obucern in both the submission report and the 2011 Action Plan. The Ministry of Labor

levied large fines against various employers found to have violated laws against illegal subcontracting, and
the Prosecutor Gener al 6s e@driuineroas conEiliateores anlcrinmgl casesi c ¢ e s
of employers infringing on certain workersé right
contact points during the year: a videoconference in April, a meeting in Washington, DC in July, and a
meetng in Bogoté in September. During the September trip to Colombia, USTR met with the Minister of
Labor, as well as other highvel government officials and various stakeholders. Officials from USTR and

the DOL also met with the Deputy Attorney General la@dteanto discuss ongoing initiatives to prosecute
perpetrators of violence against trade unior(fstsadditional information, see Chapter 11.B.5

Morocco Free Trade Agreement

Labor officials from the United States and Morocco continued to stremgiteas of cooperation under the

United Statedvlorocco Free Trade Agreement. The DOL continued to oversee two technical assistance
projects during the year designed to address child labor and gender equity, and to explore areas of continued
cooperation. In response to concerns raised by the United States, the government of Morocco passed a
domestic worker law, which took effect in August 2017, that extends protections and benefits to domestic
workers by setting a minimum wage, establishing a minimunfagemployment, limiting weekly hours

of work, and providing such workers with a day of rést &dditional information, see Chapter I11:B.

Peru Trade Promotion Agreement

USTR and the DOL continued to engage with the government of Peru on cone¢nwerin raised in a

2016 DOL public submission report under the United Staes Trade Promotion Agreemeiith e DOL 6 s
report on thePerusubmissiorrecommendedhat thegovernment of Peru take steps to address problems

with temporary contracts iapecial export regimes, primarily textiles and agriculture, where there were
ongoing concerns that employers use these arrangements to undermine the free exercise of labor rights. In
2017, USTR and DOL officials traveled to Peru and held three videoeoicfes with trade and labor

of ficials to discuss Perubds efforts to increase r
special export sectors and throughout the coufryadditional information, see Chapter 11.B)1

Other Bilateral Agreements and Preference Programs

U.S. trade preference programs, including the Africa Growth and Opportunity Act (AGOA), the Caribbean
Basin Trade Partnership Act, trade preferences for Haiti and Nepal, and the Generalized System of
Preferences (GSPkaquire beneficiaries to meet statutory eligibility criteria pertaining to worker rights and
child labor. During 2017, USTR renewed its engagement with governments and stakeholders involved in
ongoing GSP worker rights reviews @Georgia, Irag, Thailandna Uzbekistan. USTR also announced a
selfinitiated review of worker rights for Bolivia based on child labor laws r@ogived a new petition
relating to worker rights in Kazakhstan. The U.S. Government has provided technical assistance to a
number of cantries to help them address the concerns raised under GSP worker rights reviews. For
example, the DOL provided technical assistance to Georgia during the year to-ésiablish a labor
inspectorate in that country and funded a labor rights progrdgzbiekistan to help address forced and

child labor in the cotton sector. During the year, USTR engaged closely with both countries, noting some
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progress in the effort to festablish a labor inspectorate in Georgia, and noting significant advances in the
government of Uzbekistand6s effort to eradicate for
cotton harvest. Near the end of 2017, the government of Thailand expressed that it planned to pass reforms

to its labor law that could help addresstain concerns identified in the GSP review. In October, the AFL

CIlO submitted a petition for USTR to review the eligibility criteria of Kazakhstan, alleging violations of
fundamental trade union rights and the harassment and arrest of independenhitadeaders. An
assessment of whether to accept the Kazakhstan petition for review is currently under adglijonal

information, see Chapter 11l.A.]1

The United States continued to engage with African countries on AGOA worker rights thitedgh the

AGOA annual eligibility review and bilateral and multilateral fora. In addition, a labor breakout session
on integrating labor standards into trade and investment policies, was part of the annual AGOA Forum held
in Lomé, Togo in August 2017At the close of the year, USTR also announced the restoration of AGOA
benefits for Swaziland. The United States previously withdrew benefits under the preference program from
Swaziland based on a failure to meet AGOA eligibility criteria with respecbt&es rights. During the

year, the government of Swaziland completed a number of important reforms in law and practice that had
been identified by USTR as necessary to regaining trade benefits. Following a review of those reforms and
consultations with takeholders, USTR determined that Government had successfully completed the
identified benchmarks and announced the restoration of benefits at the end of the year. USTR also received,
in June, a public comment from the ARLO urging a review of labor rigs in Mauritania, alleging
violations of AGOA eligibility criteria with respect to forced lab&or(additional information, see Chapter
I.A.11).

Pursuant to requirements of the Haitian Hemispheric Opportunity through the Partnership Encouragement
Act of 2008 (HOPE II), producers eligible for dtftge treatment under HOPE Il must comply with core
labor standards. The DOL, in consultation with USTR, is charged with publically identifying noncompliant
producers on a biennial basis and providing assistém such producers to come into compliance. In
addition, the DOL provides support to-rigk producers to help ensure that they do not fall out of
compliance. A new biennial reporting period started in 2016, during which the DOL continued to provide
support to afrisk producers. During 2016 and 2017, the DOL worked with several producers to address
concerns related to industrial relations and sexual harassment in order to ensure continued compliance with
HOPE Il labor requirements. USTR and the DOsoatontinued to work closely with the government of

Haiti, the ILO, and other U.S. Government agencies on implementation of the Technical Assistance
Improvement and Compliance Needs Assessment and Remediation (TAICNAR) program to monitor
fact or i eneedvithcaremabor standarder additional information, view the 2016 USTR Annual
Report on the Implementation of the TAICNAR program : at
https://ustr.gov/sites/default/files/assets/reports/URBRortHaiti-HOPE11-201 7%28final%29. pdj

U.S. engagement with Bangladesh, which was suspended from GSP eligibility in June 2013 based on
wor ker rights concerns, continued under Bangl ad:¢
Sustainability Compact for continuous improvements in labor rightsfactor safety. At the time of
Bangladeshés GSP suspensi on, USTR provided Bangl a
could provide a basis for the restoration of benefits. In July 2013, the United States also joined the
Sustainability Compdgc a public declaration of commitments that now includes the governments of
Bangladesh, the European Union, the United States, Canada, and the ILO, that was substantially similar to

the GSP Action Plan. In May 2017, USTR led an interagency delegati@ngdaBlesh as part of bilateral

trade discussions and the mwydérty Sustainability Compact. Both discussions were used to assess
progress towards the goals of the Sustainability Compact and GSP Action Plan and to reiterate the
expectations of internatiah partners. In June 2017, the government of Bangladesh made specific and
public commitments to afford greater rights of as
better provide internationally recognized worker rights. However, anteof the year, the government
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of Bangladesh had not advanced any legislative reforms. USAID continued to support multiple initiatives
designed to strengthen workerso6 ability to organi
and in 2017 sveral new unions were able to register with the government, while the ILO and other donors
continued to work to strengthen government capacity to handle registrations. USTR also continued to
coordinate with the two private sector safety initiatives,Aliance and the Accord, in their efforts to

ensure worker safety and factory remediation. During 2017, both initiatives made significant progress
ensuring the safety of factories in their supply chains. Both also continued to work with the govefnment o
Bangladesh and stakeholders to ensure that private sector efforts could continue and become sustainable
when the initial five year commitment of both initiatives sunsets in 2fait&gditional information, see

Chapter IIl.A.1).

The United States andhihia committed to a dialogue on labor and employment issues in 2009 during the
first United StateChina Strategic and Economic Dialogue. In October 2017, the DOL and the China
Ministry of Human Resources and Social Security (MOHRSS) held this annuaduwkaland discussed
topics such adabor and employment challenges at the national level, vocational training and
apprenticeships, job creation, youth employment, protection ofstamuard and other vulnerable
categories of workers and strategic enforaeinoé labor laws.

The fifteenth meeting of the United Stat@getnam Labor Dialogue took place in December 2017 in
Washington, at which the DOL and Vietnamds Minist
di scussed DOLO®s | iyshild labdr,wagsotmabaperagberinotioe futuee do mionitor and

enforce laws prohibiting child labor in Vietham, and ways to enhance U.S. technical assistance to strengthen
prohibitions against child labor in Vietham. Officials also discussed continudtmther U.S. technical

assistance projects for Vietnam to address consistency with international labor standards within its system

of industrial relations more broadly.

USTR also engaged with several countries in 2017 on labor issues in the contexh ohddings and

other bilateral trade mechanisms. For example, in June 2017, USTR officials met with the government of
Vietnam in Hanoi during the United Statégetnam TIFA to discuss posted labor reforms and consult on
future cooperation. In July, USTé¥fficials requested updates on labor law reforms during the United
StatesMalaysia TIFA in Kuala Lumpur. During the August 2017 United St@asbodia TIFA in
Washington, DC, USTR officials highlighted concerns with several pieces of draft labor legisiad
apparent restrictions on trade union registration. TIFA discussiongheitthilippines (July and November
2017), and Thailand (April and June 2017), further highlighted the importance of ensuring that labor laws
are compliant with internationally e cogni zed workersd rights and tha
capacity to enforce domestic labor laws. USTR also led bilateral discussions on labor rights concerns with
Uzbekistan and Kazakhstan on the margins of the December 201-CédhtBal Asia TFA Council
meeting.

In 2017, USTR continued to coordinate U.S. Government engagement arounidkige to Promote
Fundamental Labor Rights and Practices in Myanniaeluding through organization of the third muilti

stakeholder meeting in Burma. Thdtiative, an innovative mulistakeholder effort launched by the
government of Burma and USTR in 2014, aims to improve the respect for and protection of labor rights in
Burma, with development assistance and advice from interested governments, woakézatons,

business interests and civil society. In support ofltiiigative, the DOL and the Department of State
continued to i mpl ement technical assistance pr o
comprehensive labor reforms and efforts toldisth productive and cooperative industrial relations among

social stakeholders.
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2. International Organizations

In 2017, the United States furthered its efforts to broaden international consensus on the relationship
between trade and labor and the ber@fensuring protection of labor provisions as part of trade policy.

In the Ministerial Declaration adopted during the World Trade Organization (WTO) Ministerial Conference
in Singapore (1996) and reaffirmed in Ministerial Declarations adopted duririgtéfial Conferences in

Doha (2001) and Hong Kong (2005), WTO Members renewed their commitment to observe internationally
recognized core labor standards and took note of collaboration between the WTO and the International

Labor Organization (ILO) Secretaa t s . USTR officials attended the |
in June 2017, where various traoartner governments were called before the ILO to address gaps in
i mpl ementing | abor standards. F o | latow of iPigncipler e | L O¢

concerning Multinational Enterprises and Social Policy, USTR officials met with the responsible ILO
officials in May 2017 to discuss the impact of the Declaration on trade and on U.S. enterprises.

The United States also continued tomote labor rights as one of the topics relevant to the effort to
strengthen economic integration and to build high quality trade agreements in titagigiaregion. In

APEC, the United States has continued to support inclusion by APEC economies ahldisocial issues

in next generation of trade agreements. In ASEAN, USTR has engaged member states and stakeholders
to promote future activities to strengthen prohibitions against human trafficking in the Southeast Asian
fishing industry. USAID has wested in significant efforts to address human trafficking in the illegal,
unregulated and unreported (IUU) fishing industry, in the context of work with ASEAN governments,
industry and other stakeholders. In March 2017, USTR officials participates imetbting of the Human
Resources Development Working Group to support new APEC initiatives to examine the link between trade
and workerso6 rights. I n August 2017, USTR of fici
provide concrete feedback conaimg the APEC Economic Policy Report on Structural Reform and Human
Capital Development, which is anticipated for finalization in 2018. USTR officials also have engaged
member states and stakeholders within ASEAN to promote future activities to strepgoéitions

against human trafficking in the Southeast Asian fishing industry.

F. Smal | and Medium Size Busi ness

USTR has implemented a Small Business Initiative to increase export opportunities for U.S. small and
medium sized enterpris¢SMESs), and has expanded efforts to address the specific export challenges and
priorities of SMEs and their workers in our trade policy and enforcement activities. In 2017, USTR
continued to engage with its interagency partners and with trading padmenseiop and implement new

and continuing initiatives that support small business exports.

U.S. small businesses are key engines for our economic growth, jobs, and innovation. USTR is focused on
making trade work for the benefit of American SMEs, hejpirem increase their sales to customers abroad,
access and patrticipate in global supply chains, and support jobs at home. USTR seeks to level the playing
field for American businesses by negotiating with foreign governments to open their markets and by
enforcing ourexisting trade agreements to ensure a level playing field for U.S. workers and businesses of
all sizes. USTR is working to better integrate specific SME issues and priorities into trade policy
development, increase outreach to SMEs arounddhbetry, and expand collaboration and coordination

with our interagency colleagues.

USTR is supporting efforts to help more American compéeigsecially SMEseach overseas markets

by improving data, leveraging new technology applications, and empawedal export efforts. USTR

works closely with the U.S. Small Business Administration (SBA), the U.S. Department of Commerce,
U.S. Department of Agriculture, and other agencies to help provide U.S. SMEs information, assistance, and
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counselling on specifiexport opportunities. In 2017, USTR undertook significant actions in support of
our SME objectives.

USTR SME-Related Trade Policy Activities

Tariff barriers, burdensome customs procedures, discriminatory or arbitrary standards, lack of transparency
relating to relevant regulations, and insufficient IPR protection in foreign markets present particular
chall enges for our SMEs in selling abroad. Unde
regional offices, and functional offices are pursumtjatives and advancindferts to address these issues.

U.S. trade agreements, as well as other trade dialogues and fora, provide a critical opportunity to address
specific concerns of U.S. SMEs and facilitate their participation in export markeatexadfple:

1 The Administration is renegotiating NAFTA to get a better deal for American workers, farmers,
rancher s, and busi nesses, including Ameri cado:
renegotiation include priorities identified by small businstskeholders, such ae minimis
shipment value in Canadian and Mexican law comparable to thel&8inimisshipment value,
and eliminating nosariff barriers that can especially burden small firms. USTR is renegotiating
NAFTA to include a small anchedium enterprise chapter for the first time, to help ensure that
small businesses have the online information tools and resources they need to navigate the
Canadian and Mexican markets and to ensure that the NAFTA is working for small business as the
Agreement is implemented.

1 The United StateblK Trade and Investment Working Group, launched in 20kkplore ways to
strengthen trade and investment ties and provide commercial continuity for U.S. and UK
businesses, workers, and consumers as the UK |daeddt,covers a range of topics including
SMEs. Given the significance of small businesses to both economies, the U.S. and UK agreed to
establish a U.9UK Small and Mediunsized Enterprise Dialogue, to promote closer collaboration
and the sharing of beptactices on policies and programs to support SME businesses and export
opportunities in each countrydéds market. USTR
develop joint intellectual property rights toolkits to assist small businesses

1 The UnitedStates and EU continue to collaborate on small business issues in the Transatlantic
Economic Council (TEC). In October 2017, the United States hosted the eighth UnitedEBtates
Small and Medium Enterprise Workshop in Wichita, Kansas at Wichita Statersity Innovation
campus, the first time the United States has hosted the SME workshop outside of Washington, DC.
The SME Workshop was convened by USTR, the U.S. Department of Commerce, and SBA and
the EUG6s Directorate Ge nenera for Irfteonal Marketa lddastrya nd D
Entrepreneurship and SMEs (B&EROW), and was hosted with the Chair of the Industry Trade
Advisory Committee for Small and Minority Business (ITAT). Over 100 SME stakeholders on
both sides of the Atlantic attendedith discussions focusing omanufacturing SMEs in
transatlantic trade; SMEs startups, innovation and competitiveness; transatlantic skills development
for SMEs and best practices in apprenticeships and vocational training; transatlantic FDI in
manufactumg; SME export promotion resources; and an update on the U.S. Department of
Commerce and EU DG GROWME Cooperation ArrangementThe United States had the
opportunity to highlight small business advanced manufacturing in the heartland, including U.S.
SME aerospace suppliers, robotics and virteality engineering and design.

1 Inthe AsiaPacific Economic Cooperation (APEC) forum, APEC economies continue to advance
initiatives to facilitate SME access to global markets, including thei led&Digital Ecoromy
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Action Plan for MSMEs. The Action Plan aims to facilitate SMEs access to international markets,
as well as enhance the understanding of policy makers on how issues such as the impact of forced
localization requirements and blocking crtesder data lbws impact SMEs in the digital
economy. The United States, through the APEC Alliance for Supply Chain Connectivity (A2C2),
continued capacity building activities closely linked to the WTQO's Trade Facilitation Agreement,
including assistance for economiés further simplify customs procedures and document
requirements that will in turn benefit SMEs that often lack the resources necessary to navigate
overly complex requirements to deliver their goods to overseas markets in the region. Economies
also contnue to update the APEC Trade Repository (APECTR}tat/tr.apec.orgo help SMEs
seeking information on tariff rates, customs procedures, and other informatawirigrbusiness

in APEC markets.

1 With the Association foSoutheast Asian Nations (ASEAN) countries, USTR patrticipated in the
United StatesASEAN Third Country Training Program to apprise ASEAN SME ministry officials
and trade officials of potential barriers to digital trade which harm SMEs and best praztices t
facilitate SME participation in digital trade anecemmerce. Best practices include tafiffe
digital trade; promoting the free flow of information; preventing costly computer infrastructure
requirements; electronic signatures and online paymentoatielectronic customs forms and
faster customs procedures; high custatasminimisto facilitate SME trade; and protectiofi o
intellectual property rights.

1 Inthe WTO context, USTR is exploring the development of further work with other WTO members
on issues of interest to SME stakeholders, such as transparency of regulatory processes and
implementation of trade facilitation measures.

USTR Interagency SME Activities

USTR participates in the Trade Promotion Coordinasa
Group, collaborating with agencies including the U.S. Department of Commerce, SBA, the U.S.
Department of State, U.S. Expomport Bank, the U.S. Department A&friculture, and others across the

U.S. Government to promote small business exports. The TPCC Small Business Working Group connects
SMEs to trade information and resources to help them begin or expand their exports and take advantage of
existing trade greements. USTR is participating in the newly established TPCC Small Business Working
Groupbs Digital Client Engagement (DCE) Task For «
outreach and engage more potential small business exporters withtoolsn USTR also is participating

in SBAG6s Small Business Exporting Listening Tour
Development Centers to hear firsthand from small businesses about the opportunities and challenges they
face in foreigmmarkets. Additionallythe DCE Task Force worked to eliminate registration costs for USA

Trade Online, a data tool provided by the U.S. Census Bureau that gives users access to current and
cumulative U.S. export and import data. Users can create castbmeports and charts detailing
international trade data at different levels, which can be especially helpful for small businesses.

USTR6s SME Outreach and Consultations

In 2017, USTR participated in engagements around the country to hear from |kehbktars about the

trade opportunities and challenges they face. On an interagency basis, USTR is working with the TPCC to
improve trade information relevant for SMEs and highlight interagency programs to assist SMieiwith
individual export needs.

USTR staff regularly consult with ITAC 11 to seek its advice and input on U.S. trade policy negotiations
and initiatives, and meets frequently with individual SMEs and associations representing SME members

80| IV. OTHER TRADE ACTIVITIES


http://tr.apec.org/

on specific issues. USTR spoke at several SMBtewvaround the country and abroad in 2017 regarding

the U.S. trade agenda, including at the Massachusetts Annual Export Expo in Boston, Massachusetts; the
annual Americas Small Business Development Center conference in Nashville, Tennessee; the-eighth US

EU SME Workshop in Wichita, Kansas; the National District Export Council meeting in Washington, D.C.;

the SBA Advocacy Interagency Working Group NAFTA outreach meeting with SMEs convened in
Washington, D.C.; the Bradley University Small Business Develop@enter SME trade roundtables in

Peori a, I'l'linoi s; and, other events aimed at appr.i
and encouraging them to begin or expand their exports.

G. Organization for Economic Coope

The Organization for Economic Cooperation and Development (OECD) is a grouping of economically
significant countries and serves as a policy forum covering a broad spectrum of economic, social,
environmental, and scientific areas, from macroeconamidysis to education to biotechnology. Thirty

five democracies in Europe, the Americas, the Middle East, and the Pacific Rim comprise the OECD,
established in 1961 and headquartered in Paris. The OECD helps countries, both OECD Members and non
Members,reap thebenefits and confront the challenges of a global economy by promoting economic
growth and the efficient use of global resources. A committee of Member government officials, supported
by Secretariat staff, covers each substantive area. The @mghas discussion and peer review rather

than negotiation. However, some OECD instruments, such as th&mbery Convention, are legally
binding. Most OECD decisions require consensus among Member governments. -ffiadigeéness of

t he OE CDarship anéhendore values of democratic institutions, the rule of law, and open markets
uniquely positions the OECD to serve as a valuable policy forum to address real world issues. In the past,
analysis of issues in the OECD has often been instrumarftaiging a consensus among OECD countries

to pursue specific negotiating goals in other international fora, such as the WTO.

The United States has a longstanding interest in trade issues studied by the OECD. On trade and trade
policy, the OECD engagées meaningful research, and provides a forum in which OECD Members can
discuss complex and sometimes difficult issues. The OECD is also active in studying the balance between
domestic objectives and international trade.

1. Trade Committee Work Program

In 2017, the OECD Trade Committee, its subsidiary Working Party, and its joint working parties on
environment and agriculture, continued to address a number of significant issues impacting trade. The
Trade Committee met in April and November 2017, antMitsking Party met in March, June, October,

and December. The Trade Committee and its subsidiary groups paid significant attention to trade
facilitation, global value chains and trade in vaadeled, services trade, digital trade, data localization,
local content policies, statewned enterprises, government procurement, and international regulatory
cooperation. The trade page on the OECD webéitip:{/www.oecd.org/tradecontains ugo-date
information on pblished analytical work and other tradated activities.

The Trade Committee continued its analysis and work surrounding barriers affecting trade in services,
including an update to the OECD's Services Trade Restrictiveness Index (STRI) and redeaS3 Bf

app for iOS and Android. In 2017, the Committee continued two horizontal themes; work on trade policy
making in the digital economy, which dovetailed with the OBE@BDe horizontal project on Digital Policy,

and work on trade and investment, whiabkluded collaboration and coordination with the Investment
Committee; the Committee on Industry, Innovation and Entrepreneurship; and the Statistics Directorate.
The OECD Trade Facilitation Indicators were updated in 2017 and are being used to smogttoade
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facilitation efforts in cooperation with the WTO. Looking ahead, the Trade Committee will continue its
work on participation in global value chains, trade facilitation, trade in services, digital trade, export credits,
barriers to trade, andaderelated international regulatory cooperation, among other areas. The Committee
also aims to strengthen its collaboration with the Committee on Agriculture to address issues pertaining to
food and agriculture trade, markets and policies.

The OECD Mirsterial Council Meeting took place in June 2017 in Paris. USTR participated in the Trade
Session, which focused on international trade and investment. As part of this session, ministers recognized
the importance of trade as an engine for economic grdtwhimportance of international investment and

free flow of capital, and the need to stimulate trade by focusing on reducing trade barriers and costs without
lowering international standards. Ministers welcomed the entry into force of the WTO Traldatksci
Agreement in February 2017 and called for its full implementation. They also welcomed the establishment
of the Global Forum on Steel Excess Capacity and called for urgent, collective and effective action to
address overcapacity across all affdcdectors. Ministers encouraged the OECD to continue analysis of
how the benefits of trade can be increased and spread more widely, and to develop more effective ways of
communicating the benefits of trade and open markets.

2. Trade Committee Dialogue wih Non-OECD Members

The OECD conducts wide ranging activities to reach out teM@mber countries, business, and civil
society, in particular through its series of wor k
each year. NoMembers may participate as committdxservers when Members believe that participation

will be mutually beneficial. Key partnérsBrazil, China, India, Indonesia, and South Aféicparticipate

to varying degrees in OECD activities through the Enhanced Engagement program, which seekslo establi

a more structured and coherent partnership, based on mutual interest, between these five major economies
and OECD Members. Argentina, Brazil, and Hong Kong (China) are regular invitees to the Trade
Committee and its Working Party, with the Russian Fatiten invited on ammd hocbasis. The OECD also

carries out a number of regional and bilateral cooperation programs witiierobers.

The OECD Trade Committee continued its contacts withiMember countries in 2017. The Committee

has embarked on antae outreach effort with G20 countries as well as major economies in Southeast

Asia. Contributing to tradeslated discussions at the G20 and other relevant international fora (G7, APEC,
ASEAN, etc. ), t hrough the t i-besedanalysisand polity insightss, Co mm
remains a high priority.

In 2017, the OECD undertook a Strategic Reflection on membership that resulted in the OECD Framework
for the Consideration of Prospective Members, a set of objective criteria that Membeseveill a basis

for deciding whether or not to open accession discussions with a prospective Member. It was adopted by
the OECD Council on June 2, 2017 and presented to the 2017 Ministerial Council Meeting. Also in 2017,
the Trade Committee continued dissions on the draft Market Openness Review of Colombia, which was
finalized in July 2017. At the November 2017 Trade Committee meeting, Members considered a draft
Formal Opinion on Colombia. The Formal Opinion of the Trade Committee on the Accessiostaf C

Rica was adopted on January 18, 2017.

At the 2013 Ministerial Council Meeting, OECD Ministers called for the establishment of a comprehensive
OECD Southeast Asia Regional Programme, the main objective of which is to strengthen engagement
between theDECD and Southeast Asian countries with a view to supporting regional integration and
national reform priorities. The 2017 OECD Southeast Asia Regional Forum and the Steering Group
Meeting of the OECD Southeast Asia Regional Programme took place in Bafgieland on August
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24-25, 2017. The forum focused on the opportunities and policy challenges of digital transformation in
Southeast Asia.

The Trade Committee also continued its dialogue with civil society and discussed aspects of its work and
issuesb concern with representatives of <civil soci et
Industry Advisory Council and Trade Union Advisory Council.

3. Other OECD Work Related to Trade

Representatives of the OECD Member countries meet in spediaicramittees to advance ideas and
review progress in specific policy areas, such as economics, trade, science, employment, education, and
financial markets. There are about 200 committees, working groups, and expert groups at the OECD.
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V. THE WORLD TRADE ORGANIZATION

A . l ntroducti on

This chapter outlines the work of the World Trade Organization (WTO) in R@hrticularly relating to
implementing the results of the Ninth Ministerial Conference in Bali and Tenth Ministerial Conference in
Nairobi andpreparations for the Eleventh WTO Ministerial Conference in Buenos Aires, Argentina in
December 2017. This chapter also details work of WTO Standing Committees and their subsidiary bodies,
provides an overview of the implementation and enforcement ofMh® Agreement, and discusses
accessions of new Members to this rddased organization.

The WTO provides a forum for enforcing U.S. rights under the various WTO agreements to ensure that the
United States receives the full benefits of WTO membership.a @ayto-day basis, the WT©@perates

through its more than 20 standing committees (not including numerous additional working groups, working
parties, and negotiating bodies). These groups meet regularly to permit WTO Members to exchange views,
worktores ol ve questions of Membersd compliance with ¢
systemicimprovementd. hey are al so supposed to promote transyg
and they provide a fora for monitoring and resisting magligorting pressures. Through discussions in

t hese for a, Member s sought detail ed i nformati on
collectively considered them in light of WTO rules and their impact on individual Members and the trading
system as ahole. The discussions enabled Members to assess theiratathel actions and policies in

light of concerns that other Members raised and to consider and address those concerns in domestic
policymaking. The United States also took advantage of appties in standing committees to consider

how implementation of existing WTO provisions can be enhanced and to discuss areas that may hold
potential for developing future rules.

In terms of WTO negotiations, at the WTO6s El event
2017, Members agreed to several important outcomes, including a Ministerial decision on fisheries
subsidies; a work program on electronic commerce, direfuan extension of the moratorium on customs
duties on electronic transmissions; and the creation of a working party on accession for South Sudan, among
others. At the end of the conference, the United States and all Members, except India, weretprepared
sign a short Ministerial Declaration reaffirming the principles and objectives set out in the Marrakesh
Agreement establishing the WTO. India blocked consensus due to its demandstiob&eiicluded in

the Declaratiomegarding special and differgal treatment and the conclusion of the Doha Development
Agenda (DDA). The United States and others have clearly stated that Members must rethink how
development is approached at the WTO, and that it is time to move beyond the outdated, failed framework
of the DDA.

If the WTO is to reclaim its credibility as a vibrant negotiating and implementing forum, Members must
take advantage of every opportunity to advance work and seize results as they present themselves. In
looking ahead to the period befdre Twelfth Ministerial Conference in 2019, the United States believes

that Members should begin the process of identifying opportunities to achieve accomplishments, even if
incremental ones, and avoid buying into the predictable, and often risky, favfaving everything to

a package of results for Ministerial action. Whether the issue is agriculture or digital economy, the WTO
will impress capitals and stakeholders most by simply doing rather than posturing for the next Ministerial
Conference.
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Fu t her , whil e Al east devel oped countrieso (LDCs)
criteria, there are no WTO criteria for wh-at desi
declareo itself as a dtevted opliinghspaanitaly,andudi fefne
to developing countries under the WTO Agreements, as well as any new flexibilities afforded to developing
countries under current or forthcoming negotiations. In practice, this means that moreGdeaatmping

countries like Brazil, China, India, and South Africa receive the same flexibilities aSahanan African

and South Asian nehDCs, despite their very significaithpactin the global economylt is achallenge

to find balance in the apphition of existing obligationand thedevelopment of new commitmenihen

countries that some institutions categorize as-fogiigh-middleincome countries expect to receive the

same flexibilities as lowor low-middle income countries

To remain a \able institution that can fulfill all facets of its work, the WTO must find a means of achieving

trade liberalization between Ministerial Conferences, must adapt to address the challenges faced by traders
today, and must ensure that the flexibilitesacour y may avai | itself of are c
role in the global economy.

B. WTO Negotiating Groups

1. Committee on Agriculture, Special Session
Status

WTO Members agreed to initiate negotiations for continuing the agricultural trade reform process one year
before the end of the Uruguay Round implementation pareadby the end of 1999. Talks in the Special
Session of the Committee on Agriculture @edn early 2000 under the original mandate of Art&feof

the Agreement on Agriculture (Agriculture Agreement). At the Fourth WTO Ministerial Conference in
Doha, Qatar in Novemb@001, the agriculture negotiations became part of the single undertakithg
negotiations in the Special Session of the Committee on Agriculture were conducted under the mandate

agreed upon at Doha, which called for: Afsubstant
view to phasing out, all forms of exportbsidies; and substantial reductions in trddorting domestic
suppolrhti.sb mandat e, which called for ambitious r ec

augmented with specific provisions for agriculture in the framework agreed by the Géaeralil on

August 1, 2004, and at the Hong Kong Ministerial Conference in Decemberd@®ve ver , at t he
Tenth Ministerial Conference in Nairobi, Kenya in December 2015, Members acknowledged in the
Ministerial Declaration that there was no consertsueaffirm Doha mandates. Since then, Members have

been reflecting on what is next for the agriculture negotiations in the W@ Nairobi Ministerial

package included a new decision adopted by WTO Ministers related to export competition, in which
Members agreed to the elimination of all forms of export subsidies, as well as new disciplines on export
financing and international food aid. At the WTO's Eleventh Ministerial Conference (MC11), Members

did not agree to a Ministerial Declaration or anyisiea on agriculture due to Members' divergent views.

Major Issues in2017

In 2017, the United States focused agriculture negotiations efforts on improving transparency, particularly
with respect to the fulfillment of notification requirements. The Chair of the Agriculture Negotiations held
negotiations in formal and informalts¢e i ngs to assess Membersod views
agriculture negotiationsOther Members submitted a variety of proposals, particularly in the area of
domestic support and public stockholding for food security. The United States contiougel kdembers

to approach the overall agriculture negotiations based on the need to identify current, systemic issues that
impact global production, subsidization, and trade in agriculture over the past 15A trs.November

86|V. THE WORLD TRADE ORGANIZATION



General Council Meeting, ¢hUnited States put forward a proposal on transparency to strengthen the
effectiveness of the review process of commitments under the Agreement on Agriculture but Members
were not ready to reaffirm their commitment to enhance transparency at MC11.

Prospects for 2018

A major focus in 2018 will be to enhance notifications and transparency to inform discussions about the
problems that face agricultural trade today and consideration of new ways forward in negotiations on
agriculture. The United States expects future tiagions to be comprehensive, recognizing the political
balances that Members need but with a focus to support the objective of Article 20 of the Agreement on
Agriculture: substantial progressive reductions in agriculture support and protection.

2. Counadl for Trade in Services, Special Session
Status

The Special Session of the Council for Trade in Services {€3)Swas formed in 2000 pursuant to the

Uruguay Round mandate of the General Agreement on Trade in Services (GATS) to undertake rew multi
sectoal services negotiations. The Doha Declaration of November 2001 recognized the work already
undertaken in the services negotiations and set deadlines for initial market access requests and offers. The
services negotiations thus became one of the corkemaccess pillars of the Doha Round, along with
agriculture and nonagricultural goods.o wever , at the WTO&6s Tenth Minis
Kenya in December 2015, Members acknowledged in the Ministerial Declaration that there was no
consensuto reaffirm Doha mandates. Since then, Members have been reflecting on what is next for the
services negotiations in the WTO.

Major Issues in 2017

The CTSSS met on a few occasions during 2017 to consider possibilities for advancing negotiations on
services. No viable options were identified.

Prospects for 2018

The United States will continue to pursue new ideas and approaches to promote free and fair trade in
services.

3. Negotiating Group on NonrAgricultural Market Access

Status

The US.Government 6s | ongst an d-Agnigultural Market Accegse(NAMA) WT O |
negotiationd which cover manufactures, mining, fuels, and fish produtigs been to obtain a balanced

market access package that provides new export opportunities firusitesses through the liberalization

of global tariffs and notariff barriers. Trade in industrial goods accounts for more than 90 percent of

world merchandise tratfeand more than 90 percent of total U.S. goods exports. Meanwhile, 52 percent

of developing economies countriesd merchandise ex
up from 41 percent in 2005. Since developing economies now buy the mafaliéyeloping economy

47WTO World Trade Statistical Review 2017
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exports!® there issubstantial interest in improving market access conditions among developing countries,
which would also result in greater market access for U.S. manufacturers and exporters. Yet, many emerging
economies still chae very high tariffs on imported industrial goods, with ceiling tariff rates exceeding 150
percent in some cases.

The NAMA negotiations have remained at an i mpasse
Geneva in 2011. Without significant rkat-opening commitments from advanced developing economies,

it is clear that there is little prospect for achieving robust trade liberalization for industrial goods on a
multilateral basis. Thi s real ity contributed t orialtConderemceinul t at
Nairobi, Kenya in December 2015, when Members acknowledged in the Ministerial Declaration that there

was no consensus to reaffirm the Doha mandates.

Major Issues in 2017

There were a few informal meetings of the Negotiating Grouparket Access in 2017 but no new
substantive discussions occurred related to either the tariff or nontariff elements of the NAMA negotiations.

Prospects for 2018

In 2018 the United States, jointly with other kkended WTO Members, will seek to pursaedible
approaches to broad and meaningful trade liberalization for industrial goods.

4. Negotiating Group on Rules
Status

At the Doha Ministerial Conference in 2001, Ministers agreed to negotiations aimed at clarifying and
improving disciplinesunder the Agreement on Implementation of Article VI of the GATT 1994 (the
Antidumping Agreement) and the Agreement on Subsidies and Countervailing Measures (the SCM
Agreement), while preserving the basic concepts, principles, and effectiveness of themmelgs and

their instruments and objectives. Ministers directed that the negotiations take into account the needs of
developing and least developed country Members. The Doha Round mandate also called for clarified and
improved WTO disciplines on fishes subsidies.

The Negotiating Group on Rules (the Rules Group) has based its work primarily on written submissions
from Members, organizing its work in the following categories: (1) the antidumping remedy, often
including procedural and domestic indusitmyury issues potentially applicable to the countervailing duty
remedy; (2) subsidies and the countervailing duty remedy, including fisheries subsidies; and (3) regional
trade agreements (RTAs). Over the past years, Members have considered draft smiduoming,

subsidies, including disciplines on fisheries subsidies, and countervailing measures, yet no consensus was
reached. The most recent €hairmanés report was i

The Doha Declaration also directed the Rules Group to clarify and improve disciplines and procedures
governing RTAs under the existing WTO provisions. To that end, the General Council in December 2006
adopted a decision for the provisional applicatondie @A Tr ansparency Mechani sm
Agreementso to improve the transparency of RTAs.
Transparency Mechanism since then. Pursuant to its mandate, in the past, the Rules Group has explored

48 WTO World Trade Statistical Review 2017
49 TN/RL/W/252, TN/RL/253, TN/RLW/254, all dated April 21, 2011.
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the establishment of further standards governing the relationship of RTAs to the global trading system.
However, such discussions failed to produce common ground on how to clarify or improve existing RTA
rules and have not been further pursued in the RulagpGro

Major Issues in 2017

The Rules Group met a number of times in 2017 regarding antidumping and horizontal subsidies. These
meetings focused on a Chinese proposal andpeytosals on antidumping and countervailing duty
proceedings, and a proposaltmrizontal subsidies from the European Union. WTO Members were split

with respect to whether these proposals could serve as the basis for work on these issues, and no progress
was made on either issue.

Regarding fisheries subsidies, the Rules Groupralst on multiple occasions in 2017. Over the course of

the year, several Members submitted text proposals focused on disciplines for fisheries subsidies that
contribute to illegal, unreported and unregulated (IUU) fishing, overfishing, and overcapacitihat

would enhance transparency and reporting requirements for fisheries subsidies programs. A draft
compilation text was developed based on the various text proposals and formed the basis of intense
negotiations in the second half of 2017. Howewensensus could not be reached on even the most basic
elements of these text proposals. At MC11, Ministers issued a Ministerial Decision in which Members
committedton conti nue to engage constructively itm the f
adopting, by the Ministerial Conference in 2019, an agreement on comprehensive and effective disciplines
that prohibit certain forms of fisheries subsidies that contribute to overcapacity and overfishing, and
eliminate subsidies that contributeto IdiUs hi ng. 0

Prospects for 2018

In 2018, the United States will continue to focus on preserving the effectiveness of trade remedy rules, and
strengthening existing subsidies rules in a {ista environment. In addition, the United States will
continue tosupport stronger disciplines and greater transparency in the WTO with respect to fisheries
subsidies.

On RTAs, the United States will continue to advocate for increased transparency and strong substantive
standards that support and advance the muldllateading system. The Transparency Mechanism will
continue to be applied in the consideration of additional RTAs.

5. Dispute Settlement Body, Special Session

Status

Following the Doha Ministerial Conference in 2001, the Trade Negotiations Com(fiiN€d established

the Special Session of the Dispute Settlement Body (BSBto fulfill the Ministerial mandate found in
paragraph 30 of the Doha Declaration, which provi
clarifications of the Dispute Skment Understanding. The negotiations should be based on the work done

thus far, as well as any additional proposals by Members, and aim to agree on improvements and
clarifications not later than May 2003, at which time we will take steps to ensutbdlrasults enter into

force as soon as possible thereafter. o In July 2
conclusion of the negotiations on clarifications and improvements of the Understanding on Rules and
Procedures Governingé Settlement of Disputes (DSU) be extended by one yeatd aim to conclude

the work by May 2004 at the latest); (2) this continued work will build on the work done to date, and take

into account proposals put forward by Members as well as theuexbrward by the Chair of the DSB
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SS; and (3) the first meeting of the DSI® when it resumed its work be devoted to a discussion of
conceptual ideas. Due to complexities in negotiations, deadlines were not met. In August 2004, the General
Council deadiled that Members should continue work toward clarification and improvement of the DSU,
without establishing a deadline, and these negotiations have continued since.

Major Issues in 2017

The DSBSS met fifteen times during 2017. In previous phases akethiew of the DSU, Members had

engaged in a general discussion of the issues. Following that general discussion, Members tabled proposals

to clarify or improve the DSU. Members then reviewed each proposal submitted and requested
explanations and posedegtions to the Member(s) making the proposal. Members also had an opportunity

to discuss each issue raised by the various propo
200t80 Aitake stock of o the worrtkcortiruaticha in 201%eleghtiohnso pr o v
continuedto engage on the basis of the comments received in the previous phase, seeking to advance the
work on their proposals.

The United States has advocated two proposals, both of which are reflectedindhe € 6 s t e x t . On
expand transparency and public access to dispute settlement proceedings. The proposal would open WTO
dispute settlement proceedings to the public as the norm and give greater public access to submissions and
panel reports. In aditbn to open hearings, public submissions and early public release of panel reports,

the U.S. proposal call s o namiais Curidde vl d ms ssismssianssn s i d e |
by nonparties to a dispute. WTO rules currently allow such sulimgsbut do not provide guidelines on

how they are to be considered. Guidelines would provide a clearer roadmap for handling such submissions.

In addition, the United States and Chile submitted a proposal to help improve the effectiveness of the WTO
dispue settlement system in resolving trade disputes among Members. The joint proposal contained
specifications aimed at giving parties to a dispute more control over the process and greater flexibility to
settle disputes. Under the present dispute settlesystem, parties are encouraged to resolve their
disputes, but do not always have all the tools with which to do so. As part of this proposal, the United
States has also proposed guidance for WTO Members to provide to WTO adjudicative bodies inrparticula
areas where important questions have arisen in the course of various disputes.

Prospects for 2018

In 2018, Members will continue to work to complete the review of the DSU. Members will be meeting a
number of times over the course of 2018.

6. Council for Trade-Related Aspects of Intellectual Property Rights, Special
Session

Status

The Council for Traddkelated Aspects of Intellectual Property Rights (TRIPS Council) Special Session

met briefly in 2017 with the purpose of permitting delegations tmputecord their views regarding the
negotiations on the establishment of a multilateral system of notification and registration of geographical
indications for wines and spirits ahead of th& WITO Ministerial Conference (MC11). The status had
notchangd since the previous yeards reporting: t hel
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engaging in this negotiation until progress was first made in other areas. Ultimately, Members did not reach
consensus and there was no Ministerial outcome refte€iPS Council Special Session at MC11.

Major Issues in 2017

In 2017, the United States and a group of other Members continued to maintain their position that the
establishment of a multilateral system for notification and registration of geograpidications for wines

and spirits must: be voluntary; have no legal effects forpasticipating members; be simple and
transparent; respect different systems of protection of geographical indications (GIs); respect the principle
of territoriality; preseve the balance of the Uruguay Round; and, consistent with the mandate, be limited
to the protection of wines and spirits. The United States and this group of Members (the Joint Proposal
group) continued to maintain that the mandate of the TRIPS Couraglab®ession is clearly limited to

the establishment of a system of notification and registration of Gls for wines and spirits and that
discussions cannot move forward on any other basis. The United States, together with Argentina, Australia,
Canada, Che, Costa Rica, the Dominican Republic, Ecuador, El Salvador, Guatemala, Honduras, Israel,
Japan, Korea, Mexico, New Zealand, Nicaragua, Paraguay, South Africa, and the Separate Customs
Territory of Taiwan, Penghu, Kinmen, and Matsu support the Joint 8abpoder which Members would
voluntarily notify the WTO of their Gls for wines and spirits for incorporation into a registration system.
During 2011, Israel formally became a cosponsor of the Joint Proposal.

The EU, together with a number of othdembers, continued to support their alternative proposal for a
binding, multilateral system for the notification and registration of Gls for all products, not only wines and
spirits, which all Members would be required to use. The effect of this proposld be to expand the
scope of the negotiations to all GI products and
would benefit from a presumption of eligibility for protection as a Gl in other WTO Members. Although

a third proposal,rbm Hong Kong Chinaremains on the table, this proposal has received little support.

The major issue raised in 2017 concerned whether or not the TRIPS Council Special Session could achieve
consensus to propose text for an outcome that could be andatid€11 and how to take forward work
following MC11. The United States and many other Members recognized that the lack of consensus among
Members forestalled the possibility of a deliverable at MC11. Some Members reiterated their positions on
the negaations. The United States noted the longstanding divergence of views, reminded parties that the
mandate of the Special Session is limited to a Gl Register for wines and spirits, and noted that the United
States did not support intensification of work @ts in the Special Session. Members belonging to the
WI/52 coalition continued to advocate for parallel work to be conducted on the three issues of the Gl register,
TRIPS/Convention on Biological Diversity disclosure, and Gl extension.

Prospects for 2018

If discussions resume, Members will discuss whether negotiations are limited to Gls for wines and spirits
(the position of the Joint Proposal proponents, based on the unambiguous text of Article 23.4 of the TRIPS
Agreement) or whether these negotiatidmsusd be extended to cover Gls for goods other than wines and
spirits (the position of the EU and certain other WTO members). The United States will continue to
aggressively oppose expanding negotiations, will continue to pursue additional support Jointhe
Proposal in the coming year, and will seek a more flexible and pragmatic approach from supporters of the
EU proposal.
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7. Committee on Trade and Development, Special Session

Status

The Special Session of the Committee on Trade and Development§SYidas established by the TNC

in February 2002 to review all WTO special and differential treatments (S&D) with a view to improving
them. Under existing S&D provisions, Members provideettgping country Members with technical
assistance and transitional arrangements toward implementation of WTO agreements. S&D provisions also
enable Members to provide developing country Members with HeaeitMFN access to markets.

As part of the S®& review, developing country Members submitted 88 AgreeiBesntific Proposals

(ASPs). Thirtyeight of these proposals were referred to other negotiating groups and WTO bodies for
consideration (Category |11 pr omgresnantonraftdecidiensfbrer s r «
28 of the remaining 50 proposals at the 2003 Cancun Ministerial Conference (Cancun 28). While these
proposals were supposed to be a part of a larger package of agreements, they were never adopted due to the
breakdown of theninisterial negotiations.

At the 2005 Hong Kong Ministerial Conference, Members reached agreement on five ASPs: access to WTO
waivers; coherence; dufyee and quotdree treatment (DFQF) for LDC Members; Tradelated
Investment Measures (TRIMS); afidxibility for LDC Members that have difficulty implementing their

WTO obligations. The decisions on these proposals are contained in Annex F of the Hong Kong Ministerial
Declaration. Ministers at Hong Kong also instructed the <SHXo expeditiously coplete the review of

the outstanding ASPs and report to the General Council, with clear recommendations for a decision. With
respect to the 38 Category Il proposals, Ministers instructed theSSM0 continue to coordinate its efforts

with relevant bodig to ensure that work was concluded and recommendations for a decision made to the
General Council. Ministers also mandated the €to resume work on all outstanding issues, including

a proposal submitted in 2002 by the African Group to negotiate dtdrfiog Mechanism for effective
monitoring of S&D provisions.

Following the Hong Kong Ministerial, the CFBS conducted a thorough facco
ASPs, working in conjunction with the relevant Chairs of the negotiating groups and Comtaitidwsh

they had been referred, but consensus could not be reach on any of them. However, discussions continued
on certain proposals that were revised and some of the Chairs of the negotiating bodies indicated that a
number of the issues raised in thegmsals formed an integral part of the ongoing negotiations.

At the Eighth Ministerial Conference in December 2011, Ministers agreed to expedite work to finalize the
Monitoring Mechanism and to take stock of the Cancun 28 proposals. Members reaebetagon the
establishment of the Monitoring Mechanism and adopted the corresponding text at the Ninth Ministerial in
December 2013. As a result, regular meetings of the newly established Monitoring Mechanisms now take
place in dedicated sessions of bemmittee on Trade and Development. By contrast, Members did not
reach convergence on the Cancun 28 ASPs, despite intensive engagement in 2013.

In July 2015, the G90 submitted new textual proposals on 25 S&D provisions. Th&ETiwrked
intensively on these proposals during the fall of 2015. After numerous Members expressed concerns about
the proposals, the G90 tabled 16 revised proposalg iledidl up to MC10 in Nairobi. However, Members

were not able to reach convergence on the revised proposals, based in part on major disagreement over
whether the proposals should apply to all developing countries.

In 2016, the Chair consulted Memberspmssible ways forward. The Chair subsequently reported there
was a lack of support for resuming work on the 25 ASPs. The Chair also noted divergent views among
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Members on whether to discuss differentiation and whether to utilize the Monitoring Mechansrart
discussion among Members highlighted strong disagreements regarding prospects for work in8& CTD
without a real change in approach.

Major Issues in 2017

In July, the G9Qtabled 10 ASPs as a potential deliverable at MC11. Eight of thedgals were
essentially the same as ASPs that did not gain consensus at MC10. The Chair held nine meetings to examine
the ASPs, during which several Members repeatedly raised serious systemic concerns with the proposals.
None of the ASPs were acceptatieMembers, and a negotiated outcome on them is not possible.

Prospects for 2018

In 2018, the G90 is expected to seek to bring back discussion on its 10 ASPs. However, discussions in the
CTD-SS have revealed a profound and often contentiisagreement among Members about the
relationship between trade rules and devel opment.
divergent views on differentiation among the developing country Members. While this disagreement will

not be resaled in the CTBESS, it is certain to impact any attempt to undertake work in this body.

Nonet heless, the United States continues to view
Mechanism as a potentially useful forum for Members to raise ameéth the implementation of existing

S&D provisions, as well as successes. Further, the Mechanism is not precluded from making
recommendations to relevant WTO bodies, including recommendations that propose the initiation of
negotiations aimed at imprawg the S&D provision.

C. Work Programs Established in th

1. Working Group on Trade, Debt, and Finance

Status

Ministers at the 2001 Doha Ministerial Conference established the mandate for the Working Group on
Trade, Debt, anBlinance (WGTDF) Ministers instructed the WGTDF to examine the relationship between
trade, debt, and finance and to examine and make recommendations on possible steps, within the mandate
and competence of the WTO, to enhance the capacity of the mudlitaeting system to contribute to a
durable solution to the problem of external indebtedness of developing anddeaksiped country
Members. Ministers further instructed the WGTDF to consider possible steps to strengthen the coherence
of internationaltrade and financial policies, with a view to safeguarding the multilateral trading system
from the effects of financial and monetary instability.

Major Issues in 2017

The WGTDF met twice in 2017, on July 18 and November 8. At the meeting on July 18, 2017, Members
reviewed progress reported by the expert group on trade finance. The Chairman also indicated that the
Director-General held a private, informal round tabléraale finance with senior officials from multilateral
development banks (MDBSs), on the margins of the 6th Global Aid for Trade Review, which the Secretary
reported on. At this roundtable, senior officials from MDBs and the Dirégéoreral shared the same
diagnosis on trade finance gaps. Many international banks had pulled back from developing countries'
markets, which resulted in less access to credit in those countries, especially for small andsizedium
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enterprises (SMEs). As a result, the trade rfoea gap was very high, with SMEs traders being
disproportionally affected. Members reported that SMEs faced challenges similar to those described by the
Secretariat. In response to these challenges, some Members had put in place plans to promote financial
access for SMEs and improve compliance of international financial rules.

The meeting on November 8, 2017 also focused on recent developments regarding trade finance gaps. The
Secretariat mentioned the 2017 survey by the Asian Development Bank and imdtitatons. The
Secretariat described progress in the Director General's initiative, but noted that a regulatory dialogue had
become necessary on-ealled sanction regulations which had been hindering trade finance siipelse

were several commentfich questions from Members, such as Brazil, Canada, Colombia, Ecuador and
India. The DirectoiGeneral was working at establishing an improved dialogue with-lbigt
representatives of international regulatory bodies such as the Financial Stability Qoastions were

asked on the scope and content of the DireGemeral's proposed dialogue. Comments were generally
supportive of the DirecteGeneral's efforts.

On November 8, 2017, the Working Group adopted its annual report for submission to the Ganasihl
Prospects for 2018

WGTDF Members are expected to maintain a principa
mandate during the course of 2018. The patrticular relevance of trade finance to the integration of SMEs in
global trade apgars to be of ongoing interest to a broad range of Members.

2. Working Group on Trade and Transfer of Technology

Status

During the 2001 Doha Ministerial Conference, WT O
relationship between trade andrisfer of technology, and of any possible recommendations on steps that

mi ght be taken within the mandate of the WTO to I
To fulfill that mandate, the TNC established the Working Group on Trade andfdiraxi Technology

(WGTTT), under the auspices of the General Council, and tasked the WGTTT to report on its progress to

the 2003 Ministerial Conference at Cancun. At that meeting, Ministers extended the time period for the
WGTTTG6s exami natters further colfiiued thsi woik gluring the 2005 Hong Kong
Ministerial Conference and the 2013 Ministerial Conference in Bali.

Major Issues in 2017

The WGTTT met in March, June, and October of 2017. WTO Members continued their consideration of
the relationship between trade and transfer of technology. However, there was only a low level of
engagement by Members on this issue.

Prospects for 2018

No WGTTT meetings have been scheduled yet for 2018, and the status and future focus of the working
group is not clear at this time.
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3. Work Program on Electronic Commerce

Status

Throughout 2017, Members engaged in vigorous discussionsahmerce isses, both in the context of

the Work Program and in other fora. At the 11th Ministerial Conference in Buenos Aires in December
2017, Ministers agreed to continue the Work Program and mathiiourrent practice of not imposing
customs duties on electraniransmissions. In addition, 70 Membeirs;luding the United States,
committed to begin work toward future WTO negotiations on tratbded aspects of electronic commerce.

Major Issues in 2017

A number of WTO Members submitted negotiating proposals and discussion papers addressing various
issues related to electronic commerce, but no proposals were ready for multilateral agreement in time for
the Ministerial Conference in December. In 2016,UWnited States contributed a paper offering a range

of ecommerce proposals. This paper included proposals to ensurdaordss information flows and to
prohibit data localization requirements. The 2016 paper continued to inform U.S. engagemeémadrkthe
Program in 2017.

Prospects for 2018

Interested WTO members will begin discussions about potential future negotiatiot®mmerce early

in 2018. The United States will use these discussions to advance a free and fair environment for electronic
commer ce. As in the past, the Gener al Council wi
consider any recommendations, including with respect to the status of the customs duties moratorium on
electronic transmissions.

D. Gener aAlctQovuintciiels

The WTO General Council is the highest level decisi@king body in the WTO that meets on a regular
basis during the yeait exercises all of the authority of the Ministerial Conference, which is required to
meet no less than once every tyaars.

Only the Ministerial Conference and the General Council have the authority to adopt authoritative
interpretations of the WTO Agreements, submit amendments to the WTO Agreement for consideration by
Members, and grant waivers of obligatiorniBhe Gemral Council or the Ministerial Conference must
approve the terms for all accessions to the WT@chnically, both the Dispute Settlement Body (DSB)

and the Trade Policy Review Body (TPRB) are General Council meetings that are convened for the purpose
of discharging the responsibilities of the DSB and TPRB, respectively.

Four major bodies report directly to the General Courthié Council for Trade in Goods, the Council for

Trade in Services, the Council for TraRelated Aspects of Intellectual PropeRights, and the Trade
Negotiations Committeeln addition, the Committee on Trade and Environment, the Committee on Trade
and Development, the Committee on Balance of Payments Restrictions, the Committee on Budget, Finance
and Administration, and th€Eommittee on Regional Trade Agreements report directly to the General
Council. The Working Groups established at the First Ministerial Conference in Singapore in 1996 to
examine investment, trade and competition policy, and transparency in governmergrmest also report

directly to the General Council, although these groups have been inactive since the Cancun Ministerial
Conference in 2003A number of subsidiary bodies report to the General Council through the Council for
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Trade in Goods or the Couhfir Trade in ServicesThe Doha Ministerial Declaration approved a number
of new work programs and working groups with mandates to report to the General Council, such as the
Working Group on Trade, Debt, and Finance and the Working Group on TradeaasteT of Technology.

The General Council uses both formal and informal processes to conduct the business of the
WTO. Informal groupings, which generally include the United States, play an important role in consensus
building. Throughout 2017, the Ghaan of the General Council, together with the WTO Director General,
conducted informal consultations with large groupings comprising the Heads of Delegation of the entire
WTO Membership and as well as a wide variety of smaller groupings of WTO Membvargoas levels.

The Chairman and Director General convened these consultations with a view to resolving outstanding
i ssues on the Gener al Council 6s agenda.

Major Issues in 2017
Activities of the General Council in 2017 included the following.

Implenentation of the Bali and Nairobi OutcomesThe General Council discussed the status of
implementation in each area agreed at the Ninth and Tenth WTO Ministerial Conferences in Bali and
Nairobi in December 2013 and 2015, respectively.

Preparation for tle MC11:In the fall of 2017, the major focus of the General Council was to prepare for
MC11 in Bueno Aires, which took place December-1B) 2017. This included both practical
considerations, as well as extensive discussions on the possible negotiadetesdtr MC11.

Work begun under the Doha Work ProgranThe General Council continued its discussions, first
established under the Doha agenda, related to small economies, LDCs, Aid for Trade, and the development
assistance aspects of cotton armbexmere.

WTO AccessionsA new chairperson was named by the General Council to lead discussions on Bosnia and
Herzegovinabs accession to the WTO.

Waivers of Obligations: The General Council adopted decisions concerning the introduction of
Harmonized Systa 2002, 2007, 2012 and 2017 nomenclature changes into WTO schedules of tariff
concessions. The General Council also reviewed a number of previously agreed waivers, including the
U.S. waiver related to the African Growth and Opportunity Act. Annex hisfreport contains a detailed

list of Article 1X waivers currently in force.

Trade Restrictions The United States raised the African Union levy proposal and the need for it to be
implemented in a transparent and WTO consistent manner.

Prospects for2018
In addition to its management of the WTO and oversight of implementation of the WTO Agreement, the

General Council will have detailed discussions throughout the year to implement the decisions taken at
MC11 in Buenos Aires
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E . Council GbhbodsTr ade 1 n

Status

The WTO Council for Trade in Goods (CTG) oversees the activities of 12 comni(i&gasulture,
Antidumping Practices, Customs Valuation, Import Licensing, Information Technology, Market Access,
Rules of Origin, Safeguards, Sanitary andtBsgnitary Measures, Subsidies and Countervailing Measures,
Technical Barriers to Trade, and TraRelated Investment Measures) and the Working Party on State
Trading Enterprises.

The CTG is the central oversight body in the WTO for all agreements rétatemtle in goods and the
forum for discussing issues and decisions that may ultimately require the attention of the General Council
for resolution or a highdevel discussion, and for putting issues in a broader context of the rules and
disciplines thaapply to trade in goods.

Major Issues in 2017

In 2017 the CTG held four formal meetings, in April, May, June, and November. The CTG devoted its
attention primarily to providing formal approval of decisions and recommendations proposed by its
subsidiay bodies. The CTG also served as a forum for raising concerns regarding actions that individual
Members had taken with respect to the operation of gmadied WTO agreements. In 2017, this included

extensive discussions initiated by the United Statesd ot her WTO Member s on | n
restricting imports and exports; t he Russian Fed
restrictions, bans, and | ocal cont ent requirement

restricting practices, among other serious market access issues. In addition, three other major issues were
discussed inthe CTG in 2017:

Waivers: In light of the introduction of Harmonized System (HS) 2002, 2007, 2012, and 2017 changes to
the Schedulesf Tariff Concessions, the CTG approved four collective requests for extensions of waivers

related to the implementation of the Harmonized Tariff System. The CTG forwarded these approvals to
the General Council for adoption.

EU Enlargement In accor@nce with procedures under Article XXVIII:3 of the GATT 1994, the CTG
considered and approved the EUOBs reguests to exte
regarding the 2013 enlargement to include Croatia.

EAEU Enlargement In accordaoe with procedures under Article XXVIII:3 of the GATT 1994, the CTG
considered and approved Armenia and the Kyrgyz Re
withdrawal of concessions regarding their respective accessions to the Eurasian Etimom{EAEU).

Prospects for 2018
The CTG will continue to be the focal point for discussing agreements in the WTO dealing with trade in

goods. Waiver requests and goagecific market access concerns are likely to continue to be prominent
issues orthe CTG agenda.
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1. Committee on Agriculture

Status

The WTO Committee on Agriculture oversees the implementation of the Agriculture Agreement and
provides a forum for Members to consult on matters related to provisions of the Agreement. In ngny case
the Agriculture Committee resolves problems of implementation, permitting Members to avoid invoking
dispute settlement procedures. The Agriculture Committee also has responsibility for monitoring the
possible negative effects of agricultural reformeamst developed countries (LDC) and net food importing
developing country (NFIDC) Members.

Since its inception, the Agriculture Committee has proven to be a vital instrument for the United States to
monitor and enforce the agricultural trade commitmentietaken by Members in the Uruguay Round.
Under the Agriculture Agreement, Members agreed to provide annual notifications of progress in meeting
their commitments in agriculture, and the Agriculture Committee has met frequently to review the
notificatiors and monitor activities of Members to ensure that trading partners honor their commitments.

Major Issues in2017

The Agriculture Committee held thrdermal meetings, in March, June, and October 2017, to review
progress on the implementation of commitisenegotiated in the Uruguay Roundt the meetings,
Members undertook reviews based on natifications by Members in the areas of market access, domestic
support, export subsidies, export prohibitions and restrictions, and general matters relevant to the
implementation of commitments.

In total, 140notifications were subject to review during 20Ilhe United States participated actively in

the review process and raised specific i ssues
policies. For exampe, the United States regularly raised points with respect to domestic suppamyf

Members, including Argentina, Brazil, Canada, Chile, Costa Rica, the European Union, India, Israel,
Panama, Peru, the Russian Federation, Japan, Turkey, Zambia, b@nitedeArab Emirates. The United
States used the review process to question Canada:
Brazil 6s Progr am fidrémid pam Escoamentd Idoo RvodutalpdEPPogram for
Produceipaid Equaliation Subsidy (PEPRDPrémio de Equalizacdo pago ao Produtfm rice, wheat,

and cor n; I ndonesia's dairy policies; Thail andds
progr am; and the Philippinesé rice wai ve rfrate The
guota fill issues with Norway andeland. Finally, the United States raised questions with South Africa's

food aid notification to ensure it was consistent with WTO practices, and encouraged countries including
India, Thailand, and Turkey to bring their naotifications up to date.

L

During 2017, the Agriculture Committee addressed a number of other issues related to the implementation
of the Agreement on Agriculture, includirgnvening the fourttannual dedicated discussion on export
competition, as followup to the Bali and Nairobi Ministial outcomes. The United States used this process

to question export credit programs of Argentina, Australia, Brazil, Canada, China, the EU, and India, and
international food aid polices of Canada and the EU to ensure that Member's polices are afigties wi

Bali and Nairobi export competition outcomes.

Prospects for2018

The United States will continue to make full use of the Agriculture Committee to promote transparency
through timely notification by Members and to enhance surveillance of UruguaiydRrommitments as
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they relate to export subsidies, market access, domestic support, andidtadimg practices of WTO
Members. The United States will also work with other Members as the Agriculture Committee continues
to implement Bali and Nairobi Misterial decisions. In addition, the United States will continue to work
closely with the Agriculture Committee Chair and Secretariat to find ways to improve the timeliness and
completeness of notifications and to increase the effectiveness of the Garowuerall.

The Agriculture Committee will continue to monitor and analyze the impact of Measures Concerning the
Possible Negative Effects of the Reform Program on LDCs and NFIDCs in accordance with the Agriculture
Agreement. The Committee agreedhtdd regular meetings in February, June, September, and November
of 2018.

2. Committee on Market Access
Status

In January 1995, WTO Members established the Committee on Market Access (MA Committee), which is
responsible for the implementation @dncessions related to tariffs and rtariff measures that are not
explicitly covered by another WTO body, as well as for verification of new concessions on market access
in the goods area. The Committee reports to the WTO Council on Trade in Goods.

Maj or Issues in 2017

The MA Committee held two formal meetings, in May and September 2017, and four informal sessions or
consultations, to discuss the following topics:
schedules to reflect changes to thetbl#f nomenclature and any other tariff modifications; (2) the WTO
Integrated Data Base (IDB) and Consolidated Tariff Schedules (CTS) databaden([3&r notifications

of quantitative restrictions; and (4) other market access issues and specificotnedmg as raised by
Members.

Updates to the HS nomenclatur@he MA Committee examines issues related to the transposition and
renegotiation of the schedules of Members that adopted the HS in the years following its introduction on
January 1, 1988. ii&e then, the World Customs Organization has amended the HS tariff classification
system relating to tariff nomenclature in 1996, 2002, 2007, 2012, and 2017. Using agreed examination
procedures, WTO Members have the right to object to modificationinamer Member 6s t ar i
t hat resul t from changes in the HS nomenclatur e,
commitments. Members may pursue unresolved objections under Article XXVIII of GATT 1994. Given

the technical nature tiiis work, these reviews are often tho@nsuming, but this is an important aspect of
enforcing WTO Membersd trade commitment s.

In 2017, the MA Committee continued its work concerning the introduction and verification of HS2002
changes t o Meiffisbhedulssd ThwiligBouttthe year, the United States worked closely with

ot her Members and the WTO Secretariat to ensure tfF
reflected in their updated schedule. Following a review process that togkysars, the Committee finally
approved Chin@®aidtheH$32062 BBawmdupdate to its WTO sc
China must still submit its approved schedule to the WTO for certification in early 2018. To date, there are

only two HS202 files outstandirdy the Philippines and Venezuela.

Multilateral review of tariff schedules under the HS2007 procedures continued at informal Committee
meetings throughout 2017The multilateral verification process in the Committee will be ongoingigiro
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2018. The U.S. 2007 transposition file was circulated for multilateral review and approved by the
Committee during the first half of 2015.

In preparation for the HS2017 nomenclature changes, the Committee adopted a detidioh(124,
G/MA/WI/124/CCRR. 1) regarding the introduction of HS 201
concessionsHowever, that work will not commence for some time in the Committee since the Committee

is in the midst of wupdating Me mbe ure dhisdag can deate 0 mmi t
di fficulties in deter mi niiwhichwerdapliddnmHS20e mdmenclatlbe MF N
beginning January 1, 2017 are consistent with their WTO bound commitments. The United States
submitted its tariff schedule in$2017 nomenclature to the WTO Secretariat in September 2017.

Integrated Data Base (IDB)Members are required to notify information on annual tariffs and trade data,
linked at the level of tariff lines, to the IDB as a result of a General Councilibeeidopted in July 1997.

On the tariff side, the IDB contains MFN current bound duties and MFN current applied duties. Additional
information covering preferential duties is also included if provided by Members. On the trade side, it
contains value anduantity data on imports by country of origin by tariff line. The WTO Secretariat
periodically reports on the status of Member submissions to the IDB, the most recent of which can be found

in WTO document G/MA/IDB/2/Rev.43 and 44. The United Statediestihis data in a timely fashion

every year. However, several other WTO Members are not up to date in their submissions. The public can
access tariff and trade data notified to the | DB
at https://tariffanalysis.wto.org

Consolidated Tariff Schedules (CTS) databaske MA Committee continued work on implementing an
electronic structure for tariff and trade data. The CTS database includes tariff bindings for each WTO
Member that reflect its Uruguay Round tariff concessions, HS 1996, 2002, and 2007 amendmdifits to tar
nomenclature and bindings, and any other Member rectifications/modifications to its WTO scaggdule (
participation in the Information Technology Agreement). The database also includes agricultural support
tables.

Notification Procedures for Quaitative Restrictions (QRs)On December 1, 1995, the Council for Trade

in Goods adopted a revised Decision on Notification Procedures for Quantitative Restricioasluly

2012, the Council for Trade in Goods adopted a Decision on Notification Rresefibr Quantitative
Restrictions (G/L/59/Rev.1), which provides that WTO Members should make complete notifications of
the quantitative restrictions (QRs), which they maintain atyear intervals thereafter, and shall notify
changes to their QRs whdmese changes occur.

Under the revised notification procedures for quantitative restrictions, the Committee continued to examine

the quantitative restrictions notifications submitted by Members (G/MA/QR/4). The United States most
recently notified its quatitative restrictions for the 2018018 cycle. In 2017, the United States reiterated
guestions on Brazil 6s QR n onotifiddimeasures that may iqualdymras t he ¢
guantitative restrictions. The United States also urged Membearsmply with their QR notification
commitments, as the absence of timely notifications by Members has become a concern. The Committee
dedicated a session to discuss ways to improve the QR notifications process and to improve compliance
with the notificaion obligations.

Other Market Access Issue¥/orking with other Members, the United States raised strong concerns in the
Commi ttee regarding I ndiabds decision to i mpose i
covered under the InformationTem ol ogy Agreement (I TA), as well as
of sectors that impact U.S. exports to India. The United States also raised concerns regarding Chinese
duties on integrated circuits and an Argentinian law on auto parts.
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Prospectsfor 2018

The ongoing work program of the MA Committee, while highly technical, aims to ensure that all WTO
Members are honoring and implementing their WTO market access commitments, and that their schedules

of tariff commitments are up to date and avaain electronic spreadsheet format. The Committee will
continue its work to finalize Membersd amended sc
work on the transposition of Membersd tari2f sche
and possibly 2017 schedules.

3. Committee on the Application of Sanitary and Phytosanitary Measures
Status

The Committee on the Application of Sanitary and Phytosanitary Measures (the SPS Committee) provides

a forum for review of the implementatiaand administration of the Agreement on the Application of
Sanitary and Phytosanitary Measures (the SPS Agr
proposed SPS measures, technical assistance, other informational exchanges, and the particigation of th
international standard setting bodies recognized in the SPS Agreement. These international standard setting
bodies are: for food safety, the Codex Alimentarius Commission (Codex); for animal health, the World
Organization for Animal Health (OIE); andrfplant health, the International Plant Protection Convention

(IPPC).

The SPS Committee also discusses and provides guidelines on specific provisions of the SPS Agreement.
These discussions provide an opportunity to develop procedures to assist Mamiestrig specific SPS
obligations. For example, the SPS Committee has issued procedures or guidelines regarding: notification
of SPS measur es; the ficonsistencyod provision of
transparency regarding the prawiss for S&D; and regionalization. Participation in the SPS Committee,

which operates by consensus, is open to all WTO Members. Governments negotiating accession to the
WTO may attend Committee meetings as observers. In addition, representatives ritonibexr of
international organizations attend Committee meetings as observeradhaabasis, including: the Food

and Agriculture Organization; the World Health Organization; Codex; the IPPC; the OIE; the International
Trade Center; the Int&kmerican hstitute for Cooperation on Agriculture; and the World Bank.

Major Issues in 2017

In 2017, the SPS Committee held meetings in March, July, and Noveinbifyese meetings, Members
exchanged views regarding the implementation of key SPS Agreement provisions such as risk assessment,
transparency, use of international standards, equis@lemd regionalization. Further, the United States,

with a view to transparency, informed the SPS Committee of U.S. measures, both new and proposed.

The United States views these exchanges as useful, as they facilitate ongoing familiarity witvigteenpro

of the SPS Agreement and increased recognition of the value of the SPS Committee as a forum for Members
to discuss SPg&elated trade issuedMany Members, including the United States, utilized these meetings

to raise concerns regarding new andseng SPS measures of other Membdns2017, the United States

raised a number of trade concerns with existing or proposed measures of other Members, including
proposed changes by China relating to official certification requirements for imported foad,nCa 6 s
restrictions on U.S. poultry exports ostensibly related to Highly Pathogenic Avian Influenza (HPAI),

I ndi aébs met hyl bromi de fumigation requirements,
hazardbased pesticide policies, particujats proposal to assess, classify and regulate chemicals classified

as endocrine disruptors.
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The United States continued to wuse the standing
Standardso to rai se conc elefiadurewiusehntermatianal standadie Inc on s e
2017, the United States encouraged the use of the international standards to avoid burdensome requirements
for official export certification imposing unjustified trade restrictions (e.qg., those imposed fdr BirAne

Spongiform Encephalthopathy (BSE)d theuse of the herbicide Glyphosate.)

The SPS Committee also regularly holds thematic sessions and workshops on the margins of its formal
meetings to afford the opportunity for Members to explore specific topaspth, including with national

and international subject matter experts. Inrdha2017, the Committee held a thematic discussion on

nati onal experiences regarding i mplementation of
of At aaidlei tating measureso contained in GaBPS/ 7/ Rt
discussion on regionalization relating to animal diseases. In November 2017, the Committee held a
workshop on transparency, including a focus on national mechanisms for public consultation.

Following the workshop on the trade impact of issueseaél&t the establishment and use of maximum

residue limits (MRLS) for pesticides held by the Committee on the margins of its October 2016 meeting,
pesticider el at ed trade issues continued to feature proc
Thesediscussions centered on recommendations for voluntary actions to address missing and misaligned
MRLs contained in the joint submission from the United States, Kenya and Uganda, G/SPS/W/292. Given

the broad support for these recommendations in discussidims March and July Committee meetings, in

October 2017, the United States, Kenya and Uganda proposed to submit the recommendations to the
Eleventh Ministerial Conference (MC11) for adoption as a decision (G/SPS/W/292/Rev.1). Despite strong
support inthe Committee for the proposed ministerial decision at its November meeting, consensus to
forward the decision to MC11 was blocked by the European Union, India and the Russian Federation.
Instead, 17 ministers issued a joint statement at MC11 in WT/MNZ7 In the joint statement, these
ministers noted that farmersd access to-scielcel s and
based SPS measures and supported the-MREed recommendations as put forward by Kenya, Uganda

and the United Stas in G/SPS/W/292/Rev.1.

Following nearly four years of stalemate on recommendations relating the role of the SPS Committee with
respect to private and commercial standards, the Committee finally concluded work in 2017 on its report

of the SPS Committées f ourth review of the implementation o
facilitated the Committeebs conclusion and adopt.i
options in G/SPS/W/291.

Notifications: Because it is critical for&#di ng partners to know and wunder
regul ations, the SPS notification process, wi t h t
mechanism in the facilitation of international tradéne process also provides a me#srsMembers to

report on determinations of equivalence and S&be United States made 84 SPS notifications to the

WTO Secretariat in 2017, and submitted comments on 128 SPS measures notified by other Members.

Prospects for 2018

The SPS Committee willdid three meetings in 2018 with informal sessions and thematic sessions
anticipated to be held in advance of each meeting. The Committee has a standing agenda for meetings that
can be amended to accommodate new or special issues. The SPS Committeetiniié ¢co monitor
Member sé i mplementation activities, and the discu
i mportant part of the Committeebs activities.
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In 2018, the SPS Committee will also continue to monitor the use by Members, amgpaerdlby Codex,
the OIE, and the IPPC, of international standards, guidelines, and recommendations. We expect the
Committee to continue its work on trade issues related to pesticide MRLs in 2018.

4. Committee on TradeRelated Investment Measures
Status

The Agreement on TraeRelated Investment Measures (the TRIMS Agreement) prohibits investment
measures that are inconsistent with national treatment obligations under Article 1ll:4 of the GATT 1994

and reinforces the prohibitions on quantitative restmgtiset out in Article XI:1 of the GATT 1994. The

TRIMS Agreement requires the elimination of certain measures imposing requirements on, or linking
advantages to, certain actions of foreign investors, such as measures that require, or provide benefits for,
the use of | ocal i nputs (1l ocal content requiremen
related to the quantity of its exports or foreign exchange earnings (trade balancing requirements). The
Agreement includes an illustrative list measures that are inconsistent with Articles 1ll:4 and XI:1 of the

GATT 1994.

Developments relating to the TRIMS Agreement are monitored and discussed both in the Council for Trade
in Goods and in the Committee on TreRlelated Investment Measures (MS Committee). Since its
establishment in 1995, the TRIMS Committee has been a forum for the United States and other Members
to address concerns, gather information, and raise questions about the maintenance, introduction, or
modification of traderelatad investment measures by Members.

Major Issues in 2017

The TRIMS Committee held two formal meetings during 2017, in May and November, during which the
United States and other Members continued to discuss particular local content measures of citiecern to
United States. The United States explored these concerns through questions to certain countries to seek a
better understanding of a variety of potentially trddgortive local content requirements.

The United States raised three new issues iTtkel MS Commi tt ee during 2017:

|l ocal content requirements related to the i mportat
on local content for information and communications technology; and recent measures by Turkey
apparently requiring localization in the pharmaceutical sector.

Other local content measures discussed by the Committee remain in place despite having been raised in the
Committee for several years. For example, the United States, joined by Japdh,dhd Bther Members,
continued to raise longstanding concerns about poc:
pertaining to 4G LTE equipment, mineral and coal mining and oil and gas exploration, and the
telecommunications sector. Theitdd States also posed questions to the Russian Federation on programs
related to SOE purchases generally, and to SOE purchases of agricultural equipment specifically, in order

to determine whether these programs are conditioned on use of local cornitetiyy, the United States

also raised concerns about a proposal by China that would appear to require acquisition of domestically
produced technology and software by investors in the insurance sector.

Prospects for 2018

The United States will continue engage other Members in efforts to promote compliance with the TRIMS
Agreement.
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