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0 O The bilateral nature of VERs contributes to a series of subsequent effects. Since a VER can raise the price of the
product in the importing country, thereis an incentive created to circumvent the restriction.In the case of
theJapanese auto VERS, the circumvention took a variety of forms. Since thequantity of auto trade between Japan
and the US was limited but the value oftrade was not, Japanese automakers began upgrading the quality of
theirexports to raise their profitability. By the late 1980s, new higher-quality autolines such as Acura, Infiniti, and
Lexus made their debut. Alternatively, [0 Japanese autos assembled in the US were not counted as part of the
exportrestriction-only complete autos exported from Japan were restricted. (I Thus,after the VERs were
implemented, Honda, Mazda, Toyota, Mitsubishi, andNissan all opened assembly plants in the US. A quicker
circumvention was accomplished by shipping knockdown sets [1 unassembled autos(] to Taiwan and South
Korea, where they were assembled and exported to the US market.[J [J Textile VERsO [ Another interesting
effect of VERs occurred in the textile industry beginning in the 1950s. In the mid 50s, US cotton textile producers
faced increases in Japanese exports of cotton textiles which negatively affected theirprofitability. The US
government subsequently negotiated a VER on cotton textiles with Japan. Afterwards, textiles began to flood the
US market from other sources like Taiwan and South Korea. The US governrnent responded by. negotiating VERS
on cotton textiles with those countries. By the early 1960s, other textile producers in the US, who were producing
clothing using the new synthetic fibers like polyester, began to experience the same problem with Japanese exports
that cotton producers faced a few years earlier. So VERs were negotiated on exports of synthetic fibers from Japan
to the US. During this period European textile producers were facing the same pressures as US producers and the
EEC negotiated similar VERs on exports from many southeast Asian nations into the EEC.
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