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Brussas, 10 December 1999

EUROPEAN UNION REPLY TO THE RECOMMENDATIONS
BY THE CANADA EUROPE ROUND TABLE FOR BUSINESS

IN THE REPORT OF 16 JUNE 1999

The Canada Europe Round Table for Business (CERT) has brought to our attention a number
of important recommendations on trade and investment issues that affect the reaionship
between the European Union (EU) and Canada. We encourage the development of an
enhanced business did ogue between the EU and Canada, as had been explicitly foreseen by the
Joint EU-Canada Action Plan of 17 December 1996. CERT represents one of the new bridges
that will alow the vauable relationship between the EU and Canada to grow further into the
next century and beyond.

This reply is structured dong the lines of the overview of main recommendations, as included in
the CERT report of 16 June. Each bullet point and underlined sentence represents a CERT
recommendation to which we have attempted to provide a brief reply. Severd CERT
recommendations concerned at least in part the WTO Minigerid in Seditle which has been
“suspended” without adopting a Minigterid declaration. The EU agenda, encompassing both
further trade liberalisation and widening of activities of the WTO remains vdid.

The recommendations addr essed to the Eur opean Union

Accderate abolition of tariffs on Canadian newsprint and other paper products

The EU paper indudtry is dready committed to a full tariff eimination schedule that will be
completed in 2004. This tariff dimination is pat of the Uruguay Round package that
provides to move to zero rates on paper over a 10 year period. We do not anticipate that
tariff reductionsin this sector could be accelerated to 1 January 2000.

As regards the adoption of forest certification standards, we are committed to sustainability
in generd and sugtainable management of naturd resources such as forests in particular.
Policy measures eaborated in this framework must obvioudy be compatible with our



international commitments. Worries expressed in the CERT paper about discriminatory
forest certification requirementsin the EU are unfounded.

Aboalish the 6% tariff on primary duminium ingots

We believe that tariff reductions in this sector could only be envisaged in the framework of
global trade talks.

Come to the rapid concluson on and establishment of the European Aviation Safety
Authority

The Council of the European Union has given a mandate to the European Commisson on 20
July 1998 to negotiate the necessary Convention creating a European Aviaion Safety
Authority. Work has been conducted as quickly as possble to prepare the draft of the
Convention as a bads for discusson with third European countries. We intend to proceed
with the same degree of urgency in negotiations with these countries.

Come to common postion on Air Transport and Environment

We agree that minimum internationd safety and environmenta standards should preferably
be established and further developed by ICAO, given the international character of air
transport. However, if ICAO fails to further develop these standards, the possibility of
having regiond or national standards in these areas should not be excluded. Impact of such
technical regulations on trade in goods and possibly on trade in services should dso be
andysed, and should take into account the TBT Agreement. In addition, we consider that
some trade tools, such as MRAS, may aso lead to positive effects.

Encourage competition in public procurement by not sandardisng on a single manufacturer’s
operating sysem and application packages (software sector)

The EU has a tradition of promoting open standards and solutions, with a view to
encouraging competition for the benefit of consumers. For this reason, we welcome the fast
development of Linux as well as open office software gpplications, as this could provide to
EU usars an dternative to exising proprietary solutions. In this context, the European
Commisson will be atentive to any practice which redtricts competition within the EU
market. We will dso encourage open and compatible operating systems and software
gpplicaions to be available for users, for instance through the rlevant R& D activities, with a
view to achieving a competitive and dynamic market.

Implement the UMTS Directive in amanner that dlows operators free choice of sandard for
Third Generation Wireless sysgems

The main am of the UMTS Decison as a harmonising measure is to ensure pan-European
roaming, i.e. that consumers in a given EU Member State can travel to any other EU
Member State and be able to keep using their mobile telephones. With a view to achieving
this objective, the UMTS Decision requires Member States to license at least one UMTS
sysem. The UMTS Decison does not impose further obligations, and operators, when
aoplying for licenses, are free to choose a 3G standard different from the UMTS standard
from within the IMT-2000 set of stlandards.



E-commerce — CERT recommends in paticular that the EU should ensure a seamless
Internd Market for e-commerce by upholding the principle of ‘ country of origin’

The endorsement by CERT of the draft directive on legd aspects of e-commerce is
welcome. The directive is currently being discussed by the European Parliament and the
Coundil.

The legd issues concerning eectronic contracts and in particular questions of jurisdiction are
aso being discussed by the European Parliament and the Council in the context of the
European Commission's proposd for a Council Regulation (EC) on jurisdiction and the
recognition and enforcement of judgements in civil and commercid matters. The explanatory
memorandum to the Commisson's proposd for the Regulation clarifies that one of its
purposes is to offer consumers better protection notably in the context of eectronic
commerce.

As regards the question of law applicable to contracts, this issue is governed by the Rome
Convention on the law applicable to contractua obligations. The European Commission has
announced that it is congidering an update of this Convention in order to, inter dia, darify its
goplication in the online environment.

Bearing in mind that e-commerce is a globd phenomenon, rules governing it should be
established at the same levd. In this respect, the OECD is currently discussing Guidelines for
Consumer Protection in the Context of Electronic Commerce, which include
recommendations concerning far business and market practices, on-line disclosure,
payment, dispute resolution and redress. It is, inter dia, foreseen tha future nationd
frameworks on gpplicable law and jurisdiction should seek to ensure they facilitate eectronic
commerce and provide consumers with meaningful access to far and timely dispute
resolution and redress without undue cost or burden.



Recommendations addr essed to the Canadian Gover nment and the European Union

Play an active role in sandardisation efforts of the Tire industry through UN-ECE WP 29

We share the view tha the tire industry is a globd player and paticularly sendtive to
technica barriers to trade. The industry proposa for harmonised passenger car tire
standards (GTS 2000), to be established at the level of the UN-ECE, is therefore a logica
step which we welcome and are ready to support. UN-ECE Working Party 29 has aready
created a subgroup to look into this matter. We favour early progress in harmonisation of
requirements but industry should be aware that severa members of the UN-ECE Working
Party fed that the next steps should build on the exigting rules, and possibly dso address
additional aspects compared to those covered by the GTS 2000 project.

Progress towards EU-Canada wine and spirits agreement, as agreed at the last EU-Canada
Summit

We share the desire for progress in this area. On wine, we bdieve that we should move
rapidly to forma negotiations embracing the full range of issues — including winemaking rules,
intellectua property protection and labelling issues, and facilitated certification —to achieve a
framework for trade that is based on non-discrimination and mutua recognition. We agree
that many issues regarding to spirits can be dedt with separatdly. However, for questions
like labelling and intellectua property protection, it is only sensible to ded with these in the
same framework aswine,

We underline that — dthough not mentioned in the CERT paper — the trade distorting effects
of the operation of Liquor Boards in some Canadian Provinces should be addressed.

Improve WTO dispute settlement procedures

We have been supportive of greater transparency in WTO dispute settlement procedures,
especidly if accompanied by a greater professondisation of the panel procedure in the
framework of the DSU review. The EU and Canada will continue to collaborate closdly to
achievethis objective.

Work towards a Multilateral Agreement on Invesment in the WTO

We welcome the support by CERT for incluson of invesment in the WTO agenda.
However, we believe that the direct linkage made in the recommendation between the falure
of the MAI in the OECD framework and taking up the subject in the WTO should be
avoided since it could send the wrong message to other WTO partners.

We fully agree that market access conditions for foreign investors should be improved. But
in our view, liberdisation should follow a GATSstyle gradua gpproach based on postive
commitments by each country. The wording “right of establishment” could, however, be
understood as full liberaisation. We prefer to say that the WTO should address the issue of
access to investment opportunities for foreign investors. Opening discussons on investment
was indeed one of our objectives for the opening of a new globd trade round. We will
continue to support the idea.



Broaden and deepen the GATS and insst on adherence to current GATS agreements by
new entrants China and Russa

We favour negotiations on services with no a priori sectord exclusons to bring about
broader and deeper liberdisation and reach a comprehensive coverage of world trade in
savices by the GATS. Horizontd formulas, athough not mentioned in the CERT
recommendations, should be consdered as a useful tool for negotiations in order to
maximise negotiating efficiency and results while a the same time ensuring coherence of
commitments.

Market opening should be coupled, where necessary, with regulatory disciplines. Theam is
to achieve red and meaningful liberdisation, and at the same time ensure the devel opment of
a trangparent and predictable domestic regulatory environment, judtified on the basis of
specific public policy objectives, which can provide legd certainty and confidence to service
suppliers, investors, users and consumers.

We certainly favour the accession of key players as Chinaand Russato the WTO, provided
they are reedy to offer meaningful commitments.

If needed, co-operate in the formulation of a WTO Code for Aeronautics (subsidies)

We agree with the comment under this heading. Considering, however, the recently failed
attempts to rectify the 1979 Agreement on Trade in Civil Aircraft, the recommendation for a
specific Code on Aeronautics looks premature for the time being.

Pursue grict implementation of the TRIPS concluded during the Uruguay Round and do not
dlow for reopening the Agreement itsdlf

This has been our usud practice, except that we indst on ‘correct’ rather than ‘drict’
implementation.

Adopt a common srategy to remove the current optional excluson from patent protection
for cartain biotechnologica inventions (Article 27.3(b) of the TRIPS agreement

We cannot recommend the remova of this excluson. The removd of the excluson option
would pose a paticular problem for the EU as it would conflict with the Directive on
Biotechnologica Inventions and the European Patent Convention.

We would be willing to consder options to improve mutua supportiveness between the Bio-
diversty Convention and the TRIPS Agreement.

Increase the levd of crimind enforcement activities in the | T/software industry, with specid
attention to prosecution of Internet piracy, increased inter-agency co-operation and further
rasng of public awareness of crimina sanctionsin this area

We agree that it is essentid to ensure drict enforcement of the rights granted under
intellectua property law. The IT/software industry, due to the ease at which the products
may be pirated, is one of the areas that would be most serioudy affected in case of
inadequate enforcement. Measures such as co-operation between different agencies
responsble for enforcement and prosecution of infringers, adequate pendties for
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infringement and increased public awareness of those sanctions can only serve to improve
the gdtuation. However, industry itsdf should dso make the gppropriate technologica
measures to combat piracy, such as anti-circumvention means, rights management
information systems, encryption, watermarks, and anti-copying devices.

Furthermore, we are taking part in the Council of Europe negotiations to edablish a
Cybercrime convention (Canada and the Commission as active observers). We dso co-
operate in the Lyon Group (G-8) on high-tech crime issues. This important work and co-
operation will continue.

Break deadlock in first product review of ITA 1l and concentrate on convergence of
Information Technology and Telecommunications industries

The EU would have been ready to conclude an ITA 1l negotiation in Seettle if Maaysa had
come on board. Thiswas not the case, and we see little prospect for balancing the dossier in
the absence of comprehensive market access negotiations.

Trade and environment

We are examining options for clarifying the relationship between WTO rules and MEAS.

Our agenda on trade and environment is much broader than whet is reflected in the CERT
recommendations. Our position is that environmental considerations should be integrated in
the internationd trading systlem in order to (i) avoid the establishment of undue congraints to
the development of effective environmentd policies, and (ii) maximise postive synergies
between trade liberdisation and environmenta protection. Three specific issues should be
addressed: MEAS, ecolabdling/PPMs and core environmenta principles in particular the
precautionary principle. As regards MEAS, our view remains that trade measures pursuant
to MEASs should be accommodated within the WTO system.

Co-ordinate ther efforts to achieve workable Bio-safety Protocol which facilitates
technology development and transfer to the deve oping world without creating new barriers
to internationd trade

The Bio-safety Protocol has as a primary focus to ensure biosafety in the context of safe
transboundary movement of Living Modified Organiams and does not ded with technology
transfer as such.

Furthermore, our efforts are amed a avoiding the creation of “unnecessary” barriers to
internationa trade instead of “new” barriers.

Work on predictable and transparent requlatory requirements for the approva of agri-food
biotech products, on mutud sharing of safety data and assessments and to consder the
compatibility of the European and Canadian regulatory requirements as an important long
term god to achieve

We agree that the approva of agri-food biotech products should be transparent. Therefore,
we are currently in a process to change its regulaion. Mandatory labelling, monitoring of
products and public consultations are seen by us as means to achieve a transparent gpproval
process.



Put discussons on e-commerce in WTO in the proper context, apply exising rulesin GATT,
GATS and TRIPS and product-neutral aspects (but CERT aso recommends to classfy e
commerce as aclass of service per-se)

While confirming that the WTO agreements should remain technology neutrd, CERT
nevertheless recommends that e-commerce should be classified as a class of service per-se.
We do not agree with this idear e-commerce is dready covered by the present WTO
obligations and agreements, the GATS in paticular. We endorse the principle of
technologica neutrdity of e-commerce-rdaed policies. Thisimplies that, asfar as GATSis
concerned, e-commerce should not be classified as a new category of services.

Take broad view of e-commerce outsde the realm of WTO, protect its potentia for job
creation, and accept the input from the many industry associations

On taxation and tariff aspects of e-commerce, we do have a problem with CERT’s
recommendation that “digital products delivered in an e-commerce transaction should not be
categorised as a supply of services for tax purposes ...”. We do not recognise the existence
of “digitalised products’, but only of eectronic ddiveries that in our view are dways
sarvices. Those ddliveries are consdered as services not only for the purposes of gpplication
of internationd rules, but also for the purposes of taxation.

In addition, the CERT paper runs into a contradiction in this point. On the one hand, it states
that “comparable goods should not be categorised as differently depending on the mode of
operation”. On the other hand, the CERT paper indicates that the WTO standdtill on
cusoms duties should be mantaned. If the Sanddill is mantaned for dectronic
transmissions, then “comparable goods’ would be discriminated.



