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SQFTWOOD LUMBER

+On September 3, Canada gave notice
of the termination of the 1988 Soft-
wood Lumber Memorandum of Under-
standing (MQU)} effective October 4,
1891. The U.S. Industry and certain
membsrs of Congress have reactad
sharply, calling for the U.S. Administra-
tion to take immediate acton under U.S,
law. At the raquest of the United
States, senior Canaglian and V.S,
officlals held consuitations in mide
Septambar,

In a September 17 letter, copied to all
mambers of Congress, Ambassador
Bumey specifically rejected clalms made
by Senator Baucus, He poirted out that
Canada Is not acting in bad faith since
the right to terminate the MOU had
been explicitly agreed to by the United
Statas in the MOU itsslf. The MOU has
served its purpose and circumstances
have changed substantially. Even by
U.S. standards, no subsidles exist with
fevenues to provincial govemmants
exceeding their expensss. There is no
evidancs to suggest the U.S, industry
will sutfer a competitive disadvantage.
Finally, the |etter stated that any unilat
eral imposition of trade restrictions
which viclates U.S. bilateral er Intemna-
tonal trade obligations would ssriously
undermine the fundamental trade
relationship between the two countries
and that Canada sxpects the United
States to respect fully these obligations.

NEGOTIATIONS

oThe Trade Ministers of Canads, the
United States and Mexico met In Seatde
on August 18-20 to take stock of
nagotiations for a North Amenican Frae
Trade Agresment. Negotiations are
taking piace in 19 negotiating groups
covering a range of issues such as
tariffs, safeguards, rules on investment
and dispute settiemant. Separate
discussions are also taking placs on
Jabour and environmentai concems.
Initial proposals for eliminatdng tariffs

were exchanged on September 19. The
three Ministers will maeét again in
Zacatacas, Mexico on October 28-28.

«The naxt round of aviation negotistions
ia tantatively scheduled for the end of
Qctober, In Denver, Colorado. With the
expioratory weork now complete, the
negotiators will begin to look at specific
proposals 10 éxpand alr servicss be-
tween both countries.

UNDER THE FTA

«On August 18, Trade Minister Wilson
met with U.S. Trade Representative Hills
for the fifth meetng of the Canada-
United Statss Trade Commission. They
agreed that implementation of the FTA
continuas to proceed smoothly, Two
way trade In goods and sérvicas
reached $203 billon In 1990, up from
$137 billion in 1989 and $191 billion in
1888. They noted progress in a
number of areas since the last Commise
slon maeting in October 1990, For
example, the second round of accsler-
ated tariff reductions, now in forcs, has
meant the elimination of duties on trade
valued at 48 biillon since the beginning
of the FTA. In addition, the architac-
tural societies of both countries have
established criteria that will recognize
the qualifications of architects from each
other's country,

+On July 25, Canada imposed a tsmpo-
rary additional duty on pesches under
the "snapback” provisions of the FTA.
Article 702 of the FTA provides for the
temporary returmn to pre-FTA duty rates
for fruits and vegstables under certain
circumatances. A similar duty, Imposed
on tomatoss, has been (ifted,

+On July 8, Canada Initiatsd, under
Chapter 19 of the FTA, an appeal of the
U.S. countervailing duty on live swine.
The duty, in placae since 1886, was
increased in the fourth administrative
review by the Commerca Department.
Canada is joined In the appsal by the
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Quebec government and the Canadian
Perk Council. The decision of the
Binatienal panel is due by May 18,
1982,

oin the GATT, member counties
adopted the panel report (in Canada’s

* favour) on the processad pork U.S.

countervaiiing duty cass. The adogtion
of the GATT panal report complemants
the June 14 dacisien ¢of the Extraordi-
nary Chalisnge Committse {ugholding
Canada's pesiton) under the FTA.

IN THE CONGRESS

oA comprehensive defsnce production
bill (HR 3038), has been approved at the
committee stage In the House. Ths bill,
which aims to strangthen the "domaestc
defance industrial base”, ineludes
Canadlan companies in the definition,
assuring continued Canadian access to
the U.S. defencs markst. Congress has
extended the existing Defense Produc-
tion Act untl September 30,

«In mid-September, Congrass approved
Cuba sanctions In the Mack amendmsnt
to the Forsign Assistanca Act. The
sanctions would prohibit subsidiaries of
U.S. companies, in Canada and else-
wherg, fram trading with Cuba. The
Embassy has cbjected to the sanctions'
extraterritorial applications. Final
enactment of the legisiation hinges on g
possibie Presidential veto.

e The transportstion bil, reautherizing
transportation programs for the next flve
years, has stailed in the House over
resistance to a gasoline tex and is
currently being redrafted. "Buy
America” provisions appesr to have
heen kept to a minimum and both the
House and the Senate have indicated
they will pravide confersncs language
that will not preclude negotiations on
government procurement In this sector.
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«Senate action on the Netional Enargy
Securlty Act (S. 1220- Johnston and
Wallop) is expectsd shorty after
October 15. The bill provides for the
opening of the Arctc National Wildlife
Refuge to oil production and a competi-
tiveness test for imports (Domenicie
Wirth amendmaent) which would
discriminate against Canadian natural
gas In violation of the FTA. The
Embassy continues to protest stongly
these measures in preparation for the
next legisiative step, the full Senate
vota, Other provisions to ensure that
adequate fuel ig available for the ex-
panded use of alternatively fueled
vehicies and to expand the Stratsgic
Petroleum Reserve respect Canadian
Interests, Ensrgy legislation is leas
advanced in the Houss,

+On August 17, President Bush signed
legistation making "Exon-Florio” perma-
nent. The U.S. forsign investment
screening mechanism (for investmants
which could bear upon national security)
is now na longer dependent on reguiar
Congressional reauthorizations of the
Defence Production Act. The Adminis-
tration is expectsd t0 issue shortly the
long-awaited regulations to administer
Exon-Florio.

+Reflecting concemns about the slow
pacs of U.S, agricuitural exports and the
prospects for E.C. agricultural policy
reforms, a number of legisiative propes-
als have been introduced. These include
proposals to impiement markating loans;
to sliminate acresge reduction programs;
to expand the coverage of the axport
enhancemant program and o provide
direct axport credits, mainly to the
Soviet Union.
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IN THE ADMINISTRATION

+0On July 18, the Cepartment of Com-
mercs initiated an anmidumping invest-
gation of steel wire rope from Canada.
Following Embassy reprasentations and
Canadian industry arguments, the U.S.
Intarnatonal Trade Commission unani-
mously threw out the case at the
preilminary injury detarmination, an sarly
stage in the process.

«Sincs August 2, Canadian axports of
napheline syenits - a mineral used in.
glass production - have been subject to
8 U.S. antidumping investigation. The
U.S. Commercs Department is expectad
1o Issue a preliminary dumping detarmi-
nation by the end of the year,

sAt the request of a amail U.S. magne-
sium producer, antidumping and
countervailing duty investigations
against magnesium exports from
Canada wers initiated September 25.
The U.S. Infernational Trade Commis-
sicn will make its preliminary injury
detarminadon by mid-October. If injury
is found, the investigations will continue
with preliminary determinations of
subsidy and dumping respectively in
November 1991 and March 1882,

#A long-standing agreement to suspend
a countervailing duty Investigation of red
raspberries from Canada was terminated
September 20 following a Canadian
request on behalf of the British Columbia
government and industry. Although the
suspended Investigation should have
resumed, the U.S. industry withdrew ks
complaint, bringing the entire proceeding
to an end.

«0On July 10, the U.S. Commercs
Department revaked the 1986
countervailing duty crder on oi county
tubular goods from Canads. This
means the end of a 0.72% duty applied
o one Canadian sxportsr following
extensive ltigatdon in the U.S. courts.

+A General Accounting Cffics report on
foreign countries’ graing programs is
expected to be relessed in October. In
Canada, on August 22, Grains and
Qilseeds Minigter Maysr announced the
Inidaton of a study by the Canads

*Graing Council of the impact of U.S.
graing and oilseeds programs on
Canadian farm Incoms,

+0n July 23, Canada madae hts first
submission to the GATT panel astab-
lished ta hear Canada's complaint on
U.S. practices on wins and beer. The
panel's decision is expectad in Decam-
ber. A ssparate CGATT panel, estab-
lished to examine a U.S, complaint
against Canadian practices for importad
beer, is expected to issus its decision
shortly. In a related development,
Canadian officials issued a final detarmi-
natian of dumping against Imports of
U.S. beer from thres U.S. producers into
British Columbia. An average dumping
margin of almoat 30% was found. By
October 2, the Canadian International
Trade Tribunal will decide whether the
imports are causing injury to Canadian
producers.
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Need More Information?

Here is a lIst of Embassy officers following the developments described In this advisory.

The Main Embassy phone number Is: (202) 682-1740

FTA & Trade Policy
William Dymond, Minister-Counsellor
ext.7334

Energy

3uy Saint-Jacques or
‘Aargaret Martin, Counsallors
avt 7741 and 7808

Economic Policy
Tad Hobson, Minister-Counsellor
oxt. 7427

Congress
Michael Leir, Counsellor
ext. 7344

Trade Development
David Ryan, Minister-Counsaelior
oxt.7742



