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Background 

 

1. Valoria has the largest economy in the Western Hemisphere, characterized 

by its diversity and strength across various industries, including technology, 

finance, healthcare, manufacturing, and entertainment. Valoria瀠瀆 companies 

have a significant presence in international markets, with foreign direct 

濼瀁瀉濸瀆瀇瀀濸瀁瀇澳澻瀡FDI瀢澼 playing a key role in expanding their global footprint. Their 

overseas investments include acquisitions, joint ventures, and subsidiary 

establishments in various sectors. Major Valorian technology companies 

operate data centers, research facilities, and offices worldwide. They often 

establish R&D centers abroad to tap into local talent pools and gain insights 

into regional markets. This approach allows them to adapt products and 

services to local preferences.  

 

2. Mystoria is a developing economy. It has experienced remarkable growth and 

transformation over the past few decades, evolving from a primarily agrarian 

economy to a global economic powerhouse. Mystoria is the second-largest 

economy in the Western Hemisphere after Valoria. The Mystoria瀠瀆 economy 

has maintained a high growth rate for several decades, with an average 

annual GDP growth rate of around 10% from the late 1970s to the early 2010s. 

濧濻濸澳 濜濠濙澳 瀃瀅濸濷濼濶瀇瀆澳 瀇濻濴瀇澳 濠瀌瀆瀇瀂瀅濼濴瀠瀆澳 濚濗濣澳 瀊濼濿濿澳 瀆瀈瀅瀃濴瀆瀆澳 瀇濻濴瀇澳 瀂濹澳 Valoria in 2030. 

Mystoria's economy is characterized by a diverse range of industries, 

including manufacturing, agriculture, services, and technology. 

Manufacturing has been a driving force, making Mystoria the world's largest 

exporter of goods. Mystoria has attracted substantial foreign direct 

investment from multinational corporations due to its vast consumer market 

and low manufacturing costs. Foreign companies often establish joint 

ventures or wholly-owned subsidiaries in Mystoria to tap into its market 

potential.  

 

3. Valoria and Mystoria are both members of the WTO. 

 

Artificial intelligence and telecommunications industry 

 

4. Artificial Intelligence 澻瀡濔濜瀢澼 refers to the simulation of human intelligence in 

machines, allowing them to perform tasks that typically require human 

cognitive processes. AI systems aim to mimic and replicate human abilities 

such as learning, reasoning, problem-solving, and decision-making. It 

represents a broad spectrum of technologies and approaches aimed at 

creating intelligent machines that can perform tasks and make decisions 

typically associated with human intelligence. It is a dynamic and rapidly 
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advancing field with the potenti
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in telecommunications, e-commerce, and drone technology. Mytele and 

TechWiz are two prominent Mystorian telecom equipment manufacturers 

with a global presence. They supplied a wide range of telecommunications 

products using artificial intelligence to countries around the world. Mytele is 

a state-owned enterprise, with state-owned shares accounting for 70%; 
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11. The competition between Mystoria and the Valoria in the field of artificial 

intelligence is a significant aspect of the broader technological and 

geopolitical rivalry between the two countries. Valoria sees Mystoria's AI 

advancement as a challenge to its technological leadership and innovation 

capabilities. There are concerns that Mystorian telecom equipment and 

technologies could be used for espionage or cyberattacks, posing a threat to 

Valorian national security. 

 

Outbound investment restriction by Valoria 

 

12. Despite the rapid development of artificial intelligence in Mystoria, its 

telecommunications industry heavily relied on Valorian companies for 

advanced AI systems or services, such as data and cloud services provided by 

Valorian tech giants like CloudSwift Labs, DataFusion, and InnovateX 

Technologies to access computing power, storage, and other resources for 

training AI models. At the same time, Mystorian researchers frequently 

collaborated with their Valorian counterparts, and many Mystorian students 

pursued AI-related degrees and conducted research in Valorian universities. 

 

13. In order to restrict the development of Mystoria's AI capabilities, Valoria has 

adopted extensive export control measures against Mystoria since 2015, and 

has implemented security reviews on foreign investments from Mystoria in an 

effort to prevent Mystoria from obtaining artificial intelligence-related 

products or technologies. 

 

14. Since the beginning of 2017, Valoria began to consider restrictive measures 

on the investment made by its nationals in Mystoria. Legislative efforts to 

create such a control mechanism first arose during the 2018 congressional 

debate on the establishment of a national security review mechanism for 

foreign investment. In early 2019, several bills were introduced with an aim to 

counter Mystoria瀠瀆澳 瀅濼瀆濸澳 濼瀁澳 瀇濻濸澳 瀆濸瀀濼濶瀂瀁濷瀈濶瀇瀂瀅 and telecommunication 

industries. Members of the Valorian Congress have repeatedly requested the 

Valorian government to establish a program to address the national security 

threats emanating from outbound investments from Valoria in certain sectors 

that are critical for Valorian national security. 

 

15. In response to pressure from the Congress, the Valorian government has 

been making ongoing efforts to shape an outbound investment control 

mechanism. In its 2021 National Security Strategy Report, the Valorian 

濺瀂瀉濸瀅瀁瀀濸瀁瀇澳 瀆瀃濸濶濼濹濼濶濴濿濿瀌澳 瀀濸瀁瀇濼瀂瀁濸濷澳 瀇濻濸澳 瀡controlling program of outbound 

濼瀁瀉濸瀆瀇瀀濸瀁瀇瀢澳濴瀆澳濴澳瀁濸瀊澳濴瀃瀃瀅瀂濴濶濻澳濵濸濼瀁濺澳瀃瀈瀅瀆瀈濸濷澳瀇瀂澳濴濷濷瀅ess national security 

threats, revealing that such a program has gained wide support from the 
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government and Congress of Valoria.  

 

16. On November 22, 2022, the Valorian Congress passed the Sensitive 

Technologies Act (瀡STA瀢) with an aim to address Valorian investments in 

certain national security products and technologies in countries of concern. 

The STA directs the Valorian Ministry of Commerce 澻瀡瀇濻濸澳濖瀂瀀瀀濸瀅濶濸瀢澼 to issue 

orders that identify categories of transactions involving products and 

technologies that pose a particularly acute national security threat to Valoria 

and prohibit Valorian persons from engaging in such transactions. The Annex 

to STA identified only one country, Mystoria, as a country of concern. The 

President of Valoria, Benjamin Parker, posted a message on Twitter:  

Valoria already prohibits or restricts the export to Mystoria of 

many of the products and technologies under consideration for 

the new legislation (the STA). This new legislation would prevent 

Valoria瀠瀆 investments from helping accelerate the indigenization 

of these technologies in Mystoria, which undermines the 

effectiveness of our existing export controls and inbound 

investment screening programs which also seek to protect 

Valorian national security 

 

17. On November 30, 2022, The Valorian Ministry of Commerce issued a Notice 

of Proposed Order seeking public comment related to the implementation of 

the STA. Comments on the Notice were due by December 30, 2022. At the 

same time, as required by STA, the Commerce consulted with other relevant 

agencies on the scope of products and technologies. On January 23, 2023, 

the Commerce issued Prohibition Order No.7 (瀡the PO7瀢) announcing that, 

Valorian persons were prohibited from investing in five categories of products 

or technologies under the authorization of STA, as follows: 

 quantum computers and their components; 

 quantum sensors and quantum networking and communication 

systems that could enable capabilities that compromise encryption; 

 cyber security controls and military communications; 

 hardware components infused with artificial intelligence capabilities; 

 artificial intelligence in telecommunications. 

 

18. PO7 was effective from February 1, 2023. The Valorian Minister of Commerce 

Liam Harrison said in an explanatory note accompanying the order: 

"According to the provisions of the STA, this order currently only applies to 

the investments in Mystoria. The scope of products and technologies 

applicable to the order may overlap, mainly to prevent loopholes in 

implementation. The Valorian Government is committed to keeping Valoria 

safe and defending Valoria瀠瀆澳 瀁濴瀇濼瀂瀁濴濿澳 瀆濸濶瀈瀅濼瀇瀌澳 瀇濻瀅瀂瀈濺濻澳 濴瀃瀃瀅瀂瀃瀅濼濴瀇濸濿瀌澳
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protecting technologies that are critical to the next generation of military 

innovation. The Valorian Ministry of Commerce will review the order one year 

after its implementation and recommend amendments to the Congress. With 

the approval of the Congress, any country that threatens the rights and 

interests of Valorian workers and national security may be included in the STA 

Annex.瀢澳  

 

19. Since Mystoria's telecommunications service providers can no longer 

cooperate with Valorian technology companies in the field of artificial 

intelligence, their legitimate rights and interests will be seriously infringed and 

it will be difficult for them to compete with telecommunications service 

providers from other countries in international markets.  

 

20. The Valorian 濠濼瀁濼瀆瀇瀅瀌澳瀂濹澳濖瀂瀀瀀濸瀅濶濸瀠瀆澳瀃瀅瀂濻濼濵濼瀇濼瀉濸澳瀂瀅濷濸瀅澳瀊濴瀆澳瀆瀇瀅瀂瀁濺濿瀌澳瀂瀃瀃瀂瀆濸濷澳

by the Mystorian Government. The Mystorian Ambassador to Valoria Stephen 

Long told the media: "濩濴濿瀂瀅濼濴瀠瀆澳濴濶濶瀈瀆濴瀇濼瀂瀁瀆澳濴濺濴濼瀁瀆瀇澳濠瀌瀆瀇瀂瀅濼濴澳濴瀁濷澳濼瀇瀆澳濴濿濿濸濺濸濷澳

national security threats have no factual basis. It is unacceptable that the 

Government of Valoria restricts the overseas investment of its own companies 

and engages in 瀟decoupling and disconnection瀠 in the investment field under 

the guise of 瀟risk removal,瀠 which seriously deviates from the principles of 

market economy and fair competition that Valoria 
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from Valoria in artificial intelligence products or technologies, and they are 

treated unfairly by Valoria. 

 

23. In response to Mystoria瀠瀆澳濣濴瀁濸濿澳濥濸瀄瀈濸瀆瀇澿澳Valoria denied the claims raised by 

Mystoria and requested that the Panel should reject the claims in their entirety. 

 

Appendixes 

 

I. The Sensitive Technologies Act passed by the Congress of Valoria 

II. Valoria - Final List of Article II (MFN) Exemptions 

III. Valoria - Schedule of Specific Commitments 

 

Note 

 

The Participants are not required to make any arguments relating to the 

defense under Article XIV bis [Security Exceptions] of the GATS. 

 

Indicative Cases and Materials 

 

Appellate Body Report, European Communities - Regime for the 
Importation, Sale and Distribution of Bananas, WT/DS27/AB/R, adopted 25 

September 1997 

Panel Report, Mexico 瀤 Measures Affecting Telecommunications Services, 
WT/DS204/R, adopted 1 June 2004 

Appellate Body Report, United States - Measures Affecting the Cross-
Border Supply of Gambling and Betting Services, WT/DS285/AB/R, adopted 

20 April 2005 

Panel Report, United States 瀤 Measures Affecting the Cross Border 
Supply of Gambling and Betting Services, WT/DS285/R, adopted 20 April 

2005, as modified by Appellate Body Report WT/DS285/AB/R 

Panel Report, China 瀤 Certain Measures Affecting Electronic Payment 
Services, WT/DS413/R and Add.1, adopted 31 August 2012 

Panel Report, European Union and its Member States 瀥 Certain 
Measures Relating to the Energy Sector, WT/DS476/R and Corr.1, circulated 

to WTO Members 10 August 2018 

濥瀈濷瀂濿濹澳濔濷濿瀈瀁濺澿澳瀡濘瀋瀃瀂瀅瀇澳濣瀂濿濼濶濼濸瀆澳濴瀁濷澳瀇濻濸澳濚濸瀁濸瀅al Agreement on Trade in 

濦濸瀅瀉濼濶濸瀆瀢澿澳 濪瀂瀅濿濷澳 濧瀅濴濷濸澳 濢瀅濺濴瀁濼瀍濴瀇濼瀂瀁澿澳 濘濶瀂瀁瀂瀀濼濶澳 濥濸瀆濸濴瀅濶濻澳 濴瀁濷澳 濦瀇濴瀇濼瀆瀇濼濶瀆澳

Division, WTO Working Paper ERSD-2014-09, 21 July 2014 


