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June 18, 2002

TO: DEREPARTMENT OF COMMERCE
Internationa Trade Adminigration

FROM: Ukraine-U.S. Business Council

RE: Comments on the Status of Ukraine as a Non-Market Economy
Country

Gentlemen:

We write to endorse the gpplication of the Government of Ukraine to revoke the
non-market economy gatus of Ukraine by the U.S. Government.

The Business Council represents more than thirty mgor US corporations doing
busness in Ukraine. It has been an active interlocutor between business and the
Governments of Ukraine and the U.S. for more than five years. Our god has been
to improve busness conditions in Ukraine for U.S. investors and promote U.S.
Government policies and assistance to that end.

It is essentid in our judgment to recognize and acknowledge Ukrane's
achievements over the decade of its independence and particularly over the past
three years when the economy grew at a dramatic rate after severd years of decline.
In 2001 Ukraine's GDP rose more than 10% and was the fastest growing economy
in Europe. Inthefirst quarter of 2002 growth continued a more than 4%.

U.S. corporations, who are members of the Council, confirm that they have
experienced solid improvement in business conditions over the past three years.
Additiond invetments by the mgor U.S. corporations have followed this
improvement. AES Corporation has purchased regiond electricity production
fadlities;, AIG is edablishing a naionwide insurance network; agriculturd input
corporations have experienced maor sdes increases, Boeing hails the operation
Sea-Launch program and particularly the Ukrainian partnership as a remarkable
SucCcess.

Those individud experiences are reflective of the generd increase in agriculturd
harvests, the wiping out of wage and penson arears, the growth of domestic
invetment, and consumer production expanson. Mgor internationd financid
observers (Moody’s) now describe Ukraine as an excdlent investment opportunity.
None of this means there are no lingering after affects of 80 years of Soviet
hegemony. There are. But, Ukrain€'s progress over the past three years is now

beyond question. ]
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Dan Witt, IT & IC

In specific response to the DOC criteria which are mandated by law, the Council believes that
Ukraine has dearly satidfied the requirements for currency convertibility, free bargaining for
wages, ad foreign investment. And, in the past two years government ownership and control
of production has been sharply reduced.

We note that the Department has recently revoked Russid s non-market economy status.

It is worth nothing that in both the energy and agricultural sector Ukraine has progressed in
privatization beyond Russas performance. The incressed priveization of agriculturd
property in Ukraine has led to a dramatic doubling of its annud harvest, in contrast to Russa
where privaization of agriculture has bardy begun, and the Duma continues to resst
privetization.

In the energy fidd, the current scandd surrounding Savneft in Russa highlights a lack of
acceptable  governance, competition, and continued government ownership (see The
Washington Pogt, June 18, 2002).

In short, while we support the revocation of NME gatus for Russa as clearly in the interest of
U.S. business (and obvioudy the U.S. nationd interest more broadly), smilar action in Ukraine
IS even more appropriate.

The Council would appreciaie the opportunity to participate in the hearing which the
Department plansto hold on thisissue.

Very truly yours,
Kempton B. Jenkins
President



