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SUBJECT: SECTION 381 RETALIATION AGAINST BRAZIL ON
INFORHATICS: PRESIDENTIAL STATEHENT AND WMITE WOUSE FACT
SHEET

1, FOLLOWIKG 1S PRESIDENTIAL STATEMEWT RELERSED BY THE
WHITE HOUSE AT NOON, NOVEMBER 13:

| AW TODAY ANMOUNCING MY IMTENTION TO RAISE TARIFFS CN
BRAZILIAN EXPORTS TO THE U.S. AND TO PROKIBIT IMPORTS FROH
BRAZIL DF CERTAIM COMPUTER PRODUCTS N RESPONSE TO THE
HMAINTENARCE EY BRAZIL OF UMFAIR TRADE PRACTICES IN THE
AREA OF COHPUTER PRODUCTS. ’

BRAZIL"S WATIONAL INFORMATICS POLIGIES, IN PLACE SINCE
THE 197@°5 SEVERELY RESTRICT FOREIGH PARTICIPATION IN-
BRATIL*S COMPUTER &ND COMPUTER-RELATED MARKET. THE UMITED
STATES HAS UNSUCCESSFULLY RAISED 175 CONCERNS

WITH BRALIL IN EILATERAL AMD MULTILATERAL CONSULTATIONS
i SIMCE 1983, [N SEPTEMEER 1385 1 IMITIATED AN

IMVESTIGATION OF THESE PRACTIGES UMDER SECTION 381 OF THE
TRADE ACT OF 1374, AKD IN OCTOBER 1386 DETERWINED THAT
BRAIIL"S INFORWATICS POLICIES WERE UMREASDNAELE ARD A

- BURDEM AND RESTRICTIOH DN U.S. COMMERCE, | SUSPENDED
PARTS OF THIS IHWESTIGATION AFTER BRAZIL MADE COHHITHENTS
TO IMPLEMENT ITS “INFORMATICS™ LAW IN & MORE FLEXIELE
REASOMABLE, AND JUST MANKER.

[p——

RECENT DEVELOPRMENTS IM BRAIIL MAKE IT CLEAR THAT THESE
COMMITHENTS ARE NCT BEING KEPT. N PARTICULAR, THE
BRALILIAN GOVERNWMENT HAS REJECTED EFFORTS BY AM AMERICAN
SOFTWARE COMPANY TO LICENSE ITS PRODUCT IM BRALIL,
ASSERTIMG TRAT A DOMESTIC COHPANY MAKES A PRODUCT THAT 13
SFUNCTIONALLY EQUIVALENT,.® THIS DECISION ESTABL |SHES A
PRECEDENT WWICH EFFECTIVELY BRNS 0.5, COMPANIES FROM THE
BRAZIL AN SOFTWARE MRRMET. IT 13 ALSO LIKELY TO IRCREASE
PIRACY OF FOREIGM SOFTWARE SINCE DEMAND FOR THE PROMIBITED
PRODUCT WELL COMTIMUE.

W RESPONSE TOQ THESE DEVELOPHENTS, | INTEND TO RAISE
TARIFFS T OFFSET THE LOST SALES OFPORTUMITIES FOR U 5.
COMPANIES, ESTIMATED AT 3185 RILLION, ARD T PROWIBIT

" IMPORTS OF BRAZILIAM INFORMATICS PRODUCTS COVERED UNDER
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SHOULD BRAZIL REVERSE
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BRAZIL®S “MARKET RESERVE® POLICY.
ITS ACTICH AKD LIWE UP TO I1T5 COHMETHEKTS TO THE W.5., 1 |
WILL BE PREPARED TO UIFT THESE SANGCTIONS. Moz,

BRAIIL 15 A GOOD FRIEWD OF THE UKITED STATES AND WE
SUPPCRT THE STEPS IT IS TAKING TO RESTORE [TS DEHOCRATIC
INSTITUTIOKS. BUT BRAZIL IS ALSO A HAJOR BENEFICIARY OF
THE GLOBAL TRADIRG SYSTEM, THE OPEWRESS OF WHICH CANNOT BE
MAIKTAIMED IF MARKETS ARE DEL(BERATELY CLOSED, AKD
POLICIES IKCOMPATIELE WITH A HORE FREE AMD OPEN TRADING
SYSTEM ARE ESTABLIZHED.

2. FOLLOWING IS TEXT OF WHITE HOUSE FACT SHEET
DISTRIBUTED CONCURREKTLY WITH THE PRESIDENWTIAL STATEHENT:

BACKGROUND

IN SEPTEMBER 1985 PRESIDENT REAGAN INSTRUCTED THE U.S.
TRADE REPRESENTATIWE TO IMITIATE AN INVESTIGATION INTQ
BRAZIL"S INFORHATICS POLICY UMDER SECTICM 381 OF THE TRADE
ACT OF 1574. THE PRESIDENT CITED BRAZILS MARKET RESERVE .
POLICY, ADMINISTRATIVE BURDEMS ON IMPDRTS, PROMIEITION OF
FOREIGN INVESTHENT, AMO LACK OF COFYRIGHT PROTECTION FOR
COMPUTER SOFTWARE AS MAJOR GROUKDS FOR THE COHPLAINT. IN

IM DECEMBER 1486 THE PRESIDENT SUSPEWDED THE HARKET
RESERVE AMD ADMIN|STRATIVE PORTIONS OF THE SECTION 2381
CASE IM RESPONSE TO BRAZIL™S COQHAITHENT TO IMPLERENT ITS
LAV IN A BORE CLEAR MANMER, AND WOT TO EXTEWD MARKET
RESERVE REQUIREMENTS TO MEW AREAS, MOR BEYOWD 1332, WHEN
THE MARKET RESERWE POLIGY IS SGHEDULED TG EXPIRE. HE ALSO
INSTRUCTED U.5. TRADE REPRESENTATIVE CLAYTOM YEUTTER TO
MOMITOR THE HEI.ET.I'IM'I: COMM] THENTS. ’

IN JUNE 1587 THE PRESIDENT SUSPENDED THE INTEL-ECTUAL
PROPERTY RIGHTS PAAT OF THE SECTION 381 |NVESTIGATION
AFTER BRAZIL"S CHAMBER OF DEPUTIES PARSSED LEGISLATION THAT
WOULD PROVIDE COPYRIGHT PROTECTION FOR SOFTWARE, AND HE
INSTRUCTED RMBRSSADOR YEUTTER TO HONITOR THE BILL S
PASSAGE THROUGH BRAZIL'S SEMATE. HE ALSD IMSTRUCTED USTR
TO CONTINUE TO MEGQTIATE THE IMVESTHEMT PARTS OF THE
IMVESTIGATION,

IM SEPTEMBER 1337 BRAIIL'S SECRETARIAT FOR INFORMATICS
{S5EI} REJECTED AGREEMENTS MEGOTIATED BETWEEM A U.5.
SOFTWARE COMPAMY AMND SIX BRAZIL|AM |NFORMATICS COMPAMIES
FOR LICENZING OME QFTHE WORLD'S LEADING OFERATING
SYSTEMS. 3EI BASED THE REJECTION oM ITS DETERMIMATION
THAT & BRAZILIAN-MADE “FUMCTIOMALLY EQUIVALENT® OPERATING
SYSTEM ALREADY EXISTS.

EVEN THOUGH THE UNITED STATES MAS DEMONSTRATED THAT THE
TWD OPERATING SYSTEWS ARE KOT SIMILAR, THE BRATILIAN
GOVERNHENT CONTEWDS THAT THE ERAZILIAN PROOUCT 15 ADEQUATE
FOR ITS DOMESTIC MARMET. ON THIS BASIS, ANY SOFTWARE
PROGRA® CR OPERATING SYSTEM COULD BE CONSIDERED
"EQUIVALENT™ TD THE ERAZILIAN PROQUCT. SEI'S DECISION
SFECIFICALLY VIDLATES UNDERSTANDINGS REACRED WITH THE-
BRAZILIAN GOWERKMENT THAT SEI'5 INTERPRETATION OF
"FUNCTIOMAL EQUIVALERT" 5SOFTWARE WOULD BE OBJECTIVE, AND
THE DECISI0N ESTAEL ISHES A PRECEDENT WHICH EFFECTIVELY
BANS U.S. COMPAKIES FROH THE BRAZILIAN SOFTWARE MAAWET.
ZXCEPT FOR MAINFRAMES, U.3. COWPANIES ARE ALREADY
PROMIBITED FROR PARTICIPATING IN THE BRAZILIAM HAROWARE
HARKET.

BRATIL'S RECENT ACTIDM |5 ALSD LIMELY TD INCREASE

END-USER PIRACY OF FORE|GH SOFTWARE SINCE THE PROKIZITED

PROOUST 15 MOT LEGALLY AVAILABLE AMD DERAND FOR CURRE™T

STRTE-OF -THE-ART SOFTWARE WILL CONTINUE. END-USER PIRACY -
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IS PERBAPS THE HOST DIFFICULT WIND OF PIRACY TO HONITOR OR

ERFORCE. EBRAIIL“S RECENT DECISION TO GRAKT COPYRIGHT

FROTECTIOR FOR COMPUTER SOFTWARE MILL HWAVE LITTLE EFFECT

THE PRESIDEMT'S ACTION

THE PRESIDENT HAS DECIDED T |HPOSE SAMCTIONS ON CERTAIM
ERAZILIAN EXPORTS TO THE UNITED STATES. A NOTICE WILL BE i
PLACED |N THE FEDERAL REGISTER MEXT WEEK LISTING PRODUCTS
UPDK WHICH SAKCTIONS COULD BE IHPOSED. AFTER PUBLIC
HERRIKGS ARE HELD, THE ADMINISTRATION WILL SELECT &
RETALIATORY LIST OF PROQUCTS. THE SIZE OF THE RETALIATION
WILL REFLECT THE AVERAGE AMNUAL LOST SALEL OPPORTUMITIES
EY THE U.5. SOFTWARE IMDUSTRY IK BRAZIL, ESTIMATED AT 3185

- MILLION. IN ADDITION, THE AOMINISTRATION WILL RESTAICT
IHPORTS OF INFORHATICS PRODUCTS FROM ERAIIL WHICH ARE
‘COVERED UNDER THE BRAZILIAN MARKET RESERVE POLICY.
ALTHOUGH BRAZIL DOES KOT EXPORT THESE PRODUCTS TO THE U.5.
AT THIS TIHE, THIS ACTICN WILL PREVEMT THE BRAZILIAN
INFORHATICS INDUSTRY FROM ENTERING THE U.5. MARKET &5 LONG
AS IT IMPOSES A MARAET RESIAVE ON COMPUTER SOFTWARE.

THESE SAMCTIONS WILL NOT DEPRIVE U. 5. COMSUMERS OF THE
PRODUCTS AGAINST WHICH RETAL IATORY ACTION WILL BE TAKEM.
ALL PRODUCTS ON THE LIST CAN BE SUPPLIED BY DOMESTIC OR
OTHER FOREIGN PRODUGERS. THE HIGHER TARIFFS, WHICH WILL
ONLY BE PLACED ON IHPORTS FROM BRAZIL OF THESE FRODUCTS,
WILL BE REMOVED WHEN IT HAS BEEN DETERMINED THAT THESE
UNFAIR PRACTICES HAVE BEEN EL IMINATED.
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