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Introduction

Section 163(b) of the Trade Act of 1974 (Public Law 93-618, 88 Stat.
1978) directs that, at least once a year, the United States International
Trade Commission submit to the Congress a factual report on the cperation of
the trade agreements program. This report is the 31lst report to be submitted
under section 163(b) and its predecessor legislationm.

Executive Order 11846 of March 27, 1975, defines the trade agreements
program as including:

all activities consisting of, or related to, the negotiation or
administration of international agreements which primarily concern trade
and which are concluded pursuant to the authority vested in the President
by the Constitution, Section 350 of the Tariff Act of 1930, as amended,
the Trade Expansion Act of 1962, as amended, or the Trade Act of 1974 .

The period covered in this report is calendar year 1979, although

occasionally, to enable the reader to understand developments more fully,
events in early 1980 are also reported.

Of principal importance to the trade agreements program in 1979 was the
conclusion of the Tokyo Round of Multilateral Trade Negotiations (the MTN),
ongoing since 1973. Many of the agreements which resulted from the MTN were
implemented domestically by the enactment of the Trade Agreements Act of
1979. The trade negotiations were extremely comprehensive, extending beyond
any of the previous six rounds of trade negotiations held under the auspices
of the General Agreement on Tariffs and Trade (GATT) since its founding in
1948. Agreements reached included concessions on tariffs; codes of conduct in
several areas affecting significant nontariff barriers to trade; reduction or
elimination of specific nontariff barriers; sectoral agreements on meat, dairy
products, and civil aircraft; and an improved legal framework for the GATT.
Most of the codes on nontariff measures entered into force on January 1, 1980
for those countries which were signatories. Also, implementation of tariff
concessions generally began on that date. The United States, the European
Economic Community, Canada, and Japan were among the initial signers of the

entire package; however, Japan had not completed its internal ratification
procedures by year-end 1979.

During 1979, the United States participated in commodity
agreement-related negotiations under the Integrated Program for Commodities of
the United Nations Conference on Trade and Development. Two major
developments included the adoption of a framework resolution on the
fundamental elements of a "Common Fund," intended to support the financial
activities of commodity agreements, and the negotiation of the first

International Natural Rubber Agreement in October 1979, which was signed by
the United States early in 1980.

vii



The value of world trade increased to over $1.6 trillion in 1979, or
approximately 25 percent more than the value in the previous year. Although
much of this increase is attributable to the continuing inflation rather than
to growth in volume, the volume of trade did expand by nearly 7 percent,
slightly more than that in 1978 and over twice the 1979 rate of growth in
world production. On an f.a.s. basis, the U.S. trade deficit decreased
compared with that in 1978, as U.S. exports increased by about 27 percent, to
$182 billion, while imports increased by 20 percent, to $206.3 billion.
Compared with that in 1978, U.S. trade surpluses with the European Economic

Community and Mexico increased in 1979 while U.S. trade deficits with Japan
and Canada decreased.

This report was prepared principally in the Commission's Office of
Economics.
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CHAPTER I

U.S. ACTIONS ON IMPORT RELIEF, UNFAIR TRADE PRACTICES,
AND RELATED MATTERS

U.S. Actions Under Provisions for Import Relief

Title II of the Trade Act of 1974 sets the procedures under which
domestic interests may seek relief from injurious import competition when
there is no allegation of unfair practices. Import relief for domestic
industries may take the form of import-limiting measures; in addition,
ad justment assistance may be provided to workers, firms, and communities
adversely affected by increased imports. U.S. trade law also provides for
adjusting imports to safeguard national security and for the prevention or
remedy of market disruption caused by imports from a Communist country.

Safeguard actions

Sections 201 through 203 of the Trade Act of 1974 authorize the President
to provide import relief when an article is being imported into the United
States in such increased quantities as to be a substantial cause of serious
injury, or the threat thereof, to the domestic industry producing an article
like or directly competitive with the imported article. The U.S.
International Trade Commission determines whether the statutory criteria for
relief are met. If the Commission decides affirmatively, it then recommends
to the President a measure necessary to prevent or remedy the injury. Import
relief may be provided for not more than 5 years, with the possibility of onme
extension of not more than 3 years. Relief may be provided by the President
in the form of new or increased duties, tariff-rate quotas, quantitative
import restrictions, orderly marketing agreements or OMA's (negotiated limits
on exports of foreign countries), or any combination of such measures,
although section 201 does not specifically authorize the Commission to
recommend OMA's as a form of relief. If the Commission determines that
ad justment assistance can effectively remedy the injury, the Commission must
recommend the provision of such assistance. While the Act requires that the
Commission focus only on a remedy necessary to correct or prevent the injury,
the President's decision, by law, must take into account various additional
factors, including the effect of import relief on the national interests of
the United States and on consumers.

In December 1978, after having made an affirmative finding in its
investigation No. TA-201-36, (clothespins) the Commission recommended to the
President that, for a period of five years, he impose an annual global quota
of 3.2 million gross on imports of wood and plastic spring clothespins valued
at no more than $2.10 per gross. In February 1979 the President proclaimed a
global quota of 2.0 million gross annually for three years, on wood and
plastic spring clothespins valued at no more than $1.70 per gross.

In 1979, the Commission completed two investigations under the provisions
of section 201, and two investigations were pending at the end of the year.
In investigation No. TA-201-38, on certain machine needles, the Commission
made a negative determination, while in investigation No. TA-201-39, on
nonelectric cooking ware, the determination was affirmative with respect to
the domestic porcelain-on-steel cookware industry. With respect to the latter
case, the Commission recommended that an increased rate of duty be imposed on



porcelain-on-steel cooking ware valued not over $2.25 per pound, and that
import relief be phased out over a 5-year period. The President decided to
grant relief on this lower value bracket cooking ware, with the exception of
teakettles. He did not increase the rate of duty by as much as that
recommended by the Commission, and he stipulated that the import relief be
phased out over a 4-year, rather than a 5-year, period. Additionally, the
President directed the United States Trade Representative to request that the
Commission advise him, through the Trade Representative, of the probable
economic effect on the subject industry of limiting import relief to a period
of two years. He also directed the Trade Representative to request advice, on
behalf of the President, from the Departments of Commerce and Labor. The
advice sought from the Commission and the two departments is to be provided
three months prior to the expiration of the two-year period. '

As previously indicated, two section 201 cases were pending at the close
of 1979. They were investigation No. TA-201-40, Leather Wearing Apparel, and
investigation No. TA-201-41, Certain Fish.

The President may extend import relief for one period not to exceed 3
years if he determines that such extension is in the national interest, after
considering advice received from the Commission, the Secretary of Labor, and
the Secretary of Commerce. The President also has the authority to deny any
extension or to reduce extended relief in product coverage and/or amount of
protection. Under section 203 of the Trade Act of 1974, the Commission advises
the President of its judgment as to the probable economic effect on the
relevant industry(ies) of extending, reducing, or terminating the current
import relief. Again, the Commission's advice does not embrace national
interest considerationms.

In April 1979, the Commission completed investigation No. TA-203-5, on
certain stainless steel and alloy tool steel for which import relief in the
form of an orderly marketing agreement and unilaterally imposed quotas had
been in effect since June 14, 1976, The Commission was evenly divided in its
advice. Two Commissioners advised the President that termination of the
import quotas then in effect would have a seriously adverse economic impact on
the domestic industry producing like or directly competitive articles. The
other two voting Commissioners advised that termination would have little, if
any, adverse impact. On June 12, 1979, the President extended import relief
until February 13, 1980. (See page 33). Based on Presidential proclamations
of previous years, import relief continued throughout 1979 for nonrubber
footwear, color television receivers, citizens' band radios, high-carbon
chromium, and industrial fasteners.

Ad justment assistance

Title II of the 1974 Trade Act provides for adjustment assistance in the
form of trade readjustment, training and relocation allowances for workers,
technical and financial assistance for firms, and assistance and loan
guarantees to communities adversely affected by increased imports. The U.S.
Department of Labor administers the program for displaced workers, and the
Department of Commerce, through its Economic Development Administration (EDA),
administers the programs for firms and communities.

During 1979, the Department of Labor instituted 2,121 investigations on
the basis of petitions for eligibility to apply for adjustment assistance. It
completed 2,075 cases and made 778 complete certifications and 64 partial



certifications. 1/ In the same year, approximately 200,000 workers received
their first payments in the form of trade readjustment allowances. The total
amount paid in such allowances during the year was about $301.5 million.
Other benefits received by workers adversely affected by imports consisted of
testing, counseling, job training, job-search allowances, referrals, and
expense allowances for moving to new job locationms.

During 1979, the Department of Commerce, through EDA, certified 329 firms
as eligible to apply for trade adjustment assistance. It certified 144
wearing apparel firms, 19 handbag producers, 13 producers of footwear, and 12
manufacturers of textiles. The other 141 certified producers represented 51
industries or product groups, with each industry or group having from 1 to 10
certified firms.

For firms, the Trade Act of 1974 authorizes direct loans and guarantees
of loans to finance ad justment efforts encompassing plant acquisition and/or
construction, plant modernization, conversion or expansion, and the purchase
of machinery and equipment. During the year, EDA approved the adjustment
proposals of 90 firms and authorized financial assistance amounting to $104
million (of which 62 percent consisted of direct loans). In addition, EDA
provided technical assistance to 463 firms. 2/

The operations of EDA's field offices are supplemented by 10 Trade
Ad justment Assistance Centers (TAAC's), all operated by non-Federal, nonprofit
organizations which receive EDA grants. Each TAAC has a package of services
available to trade-impacted firms. Among these services are guidance in
preparing petitions for certification and, for EDA-certified firms,
comprehensive assistance in carrying out their recovery plans.

The Trade Act of 1974 also provides for adjustment assistance to
communities adversely affected by import competition. A petition may be filed
by a single community (a political subdivision of a State), by a group of
communities, or by the Governor of the State on their behalf. Because many
trade-impacted communities have additional economic problems not directly
related to increased imports, EDA has encouraged such communities to petition
under the programs covered by the Public Works and Economic Development Act of
1965, as amended, rather than under the more restrictive 1974 Trade Act for
community adjustment assistance.

In 1979, EDA awarded grants totaling about $4.5 million to trade-impacted
commnities. Among other things, the grants aided development of new
industrial sites, recycling of deteriorated industrial buildings, and the
operation of business retention and expansion programs.

Another aspect of the Department of Commerce's adjustment assistance
activities is assistance to trade-impacted industries. EDA, the International
Trade Administration, and the Office of Productivity Technology and Innovation
are participating components of the Commerce Department. Their activities are

1/ "Partial" indicates that not all of the workers covered by the petition
were certified.

2/ This latter figure is for 12 months ending Sept. 30, 1979. Of the 463
firms, 405 received technical assistance from the TAAC's, and 58 received it
directly from EDA.



oriented not only toward enhancing industry members' ability to compete in
their home markets, but also toward stimulating exports of trade-impacted
products. Programs focus on technology, productivity, the nature and extent
of lines of products, marketing, and management systems.

The legal authority relied on by the Department in assisting such
industries is the Public Works and Economic Development Act of 1965, as
amended, the same authority under which Commerce also aids trade-impacted
communities. All of the industries enumerated in the following paragraph have
firms that the Department of Commerce regards as import-impacted. (Moreover,
many of these firms have participated in "escape-clause" investigations
conducted by the U.S. International Trade Commission). Generally, programs of

assistance on an industry-wide basis have stemmed from Departmental
initiatives.

During 1979, the Department of Commerce, through its own personnel and
those of consulting firms, gave technical and financial assistance to the
footwear industry and the apparel and textile industries. In additiom, it
made trade adjustment technical assistance grants to 7 industry or trade
associations whose members produce handbags, cutlery, jewelry, textile
machinery, mushrooms, vitreous china, and earthenware, and to a State
Government that assisted trade-impacted firms on a multifirm basis. Finally,
Commerce helped finance technological innovations in the stainless steel
flatware, industrial fasteners, consumer electronics, and steel industries.

Market disruption

Section 406 of the Trade Act of 1974 provides for investigations by the
U.S. International Trade Commission to determine, 'with respect to imports of
an article which is the product of a Communist country, whether market
disruption exists with respect to an article produced by a domestic
industry." Market disruption is considered to exist within a domestic
industry '"'whenever imports of an article, like or directly competitive with an
article produced by such domestic industry, are increasing rapidly, either
absolutely or relatively, so as to be a significant cause of material injury,
or threat thereof, to such domestic industry." If the Commission determines
that market disruption exists, it must "find the amount of the increase in, or
imposition of, any duty or other import restriction on such article which is
necessary to prevent or remedy such market disruption . . . ." An affirmative
determination reported to the President gives him essentially the same options
as those provided under sections 202 and 203 of the Trade Act. The
President's action, however, may be directed at only the Communist country or
countries from which the injurious imports come.

In July 1979, 12 U.S. producers and 1 U.S. distributor of anhydrous
ammonia petitioned the Commission to conduct an investigation to determine
whether, as they claimed, imports of anhydrous ammonia from the Soviet Union
(U.S.S.R.) were causing market disruption with respect to an article produced
by a domestic industry. The Commission ordered Investigation No. TA-406-5,
and, by a 3-2 vote, it made an affirmative determination in October of that
year. In order to remedy the market disruption, the Commission recommended
that the President provide relief in the form of quotas on imports of
anhydrous ammonia from the Soviet Union for 3 years, as follows: 1980, 1
million short tons; 1981, 1.1 million short tons; and 1982, 1.3 million short



tons. In December 1979 the President rejected the Commission's recommendation
by determining that import relief was not in the national economic interest.

In a memorandum to the United States Trade Representative (then called the
Special Representative for Trade Negotiations), the President (1) stated the
reasons for his determination, (2) instructed the Special Trade Representative
to request the Commission to issue a series of annual reports on overall
market conditions for ammonia, and (3) stated that he planned "to have these
reports discussed with appropriate Soviet officials through existing channels."

In January 1980, following the Soviet invasion of Afghanistan and the
announcement of an embargo on certain U.S. grain exports to the U.S.S.R., the
President issued Proclamation 4714, in which he declared "that there are
reasonable grounds to believe . . . that market disruption exists . . . and
that emergency action is necessary." 1/ He found that recent events had
altered the international economic conditions under which he had made his
earlier determination, and that "the factual basis upon which the USITC made
its determination of market disruption still exists.'" The proclamation
imposed a quota of 1 million short tons on U.S. imports of anhydrous ammonia
from the U.S.S.R. for 1 year from January 24, 1980. When the President
announced his determination, he requested that the Commission initiate another
section 406 investigation of the subject imports, and the Commission promptly
instituted investigation No. TA-406-6. Two months later, by a 3-to-2 vote,
the Commission determined that the United States market for anhydrous ammonia
was not being disrupted by imports of this product from the U.S.S.R. As a
consequence, the import quota was removed.

U.S. Actions on Petroleum Imports in Connection With National Security

Section 232 of the Trade Expansion Act of 1962, as amended, provides for
action to adjust imports to safeguard national security. If the Secretary of
Commerce, following investigation, advises the President that a given article
is being imported in such quantities or under such conditions as to threaten
to impair the national security, the President may act to control the entry of
such article and its derivatives. Within 60 days after he takes any action
under section 232, the President is required to report to the Congress the
action taken and the reasons therefor.

The Congress had given the President authority to regulate imports in the
interest of national security even before the enactment of the Trade Expansion
Act of 1962, 2/ and, during the period he has had that authority, the location
of the responsibility for making investigations and advising the President has
varied. During 1975-79, that responsibility was vested in the Secretary of
the Treasury.

On March 14, 1979, following an investigation 3/ of imports of "crude
0il, crude oil derivatives and products, and related products derived from
natural gas and coal tar" (referred to as "oil"), the Secretary of the
Treasury advised the President that increasing dependence on imported oil,

1/ The President's emergency action was taken pursuant-to section 406(c) of
the Trade Act of 1974 (19 U.S.C. 2436(c)).
2/ For example, sec. 8 of the Trade Agreements Extension Act of 1958.

3/ In the course of the investigation, the Treasury Department had obtained
information and advice from 11 Federal departments and agencies.



particularly that originating thousands of miles away, was a continuing threat
to the national security. The Secretary noted that in 1959 and 1975, there
had been previous findings that oil imports were threatening to impair the
national security, and that these findings were followed by programs to
control oil imports. The Secretary also noted that recent developments in
Iran had dramatized the effects of excessive reliance on foreign sources and
that rising oil imports were having an adverse impact on our balance of trade
and efforts to strengthen the dollar.

At the time of the Secretary's advice to the President, an interagency
task force was studying a variety of ideas or methods for dealing with U.S.
energy problems. At the conclusion of its study, the task force recommended a
variety of energy actions. In the summer of 1979, having considered the
information and advice available to him, the President announced that the
United States would import no more than 8.2 million barrels of oil per day.
Imports have been less than that level and have declined.

In November, following the seizure of the U.S. Embassy compound in Tehran
and Iran's taking of American hostages, the Secretaries of the Treasury and of
Energy (after the latter had consulted with the Secretaries of State and of
Defense) informed the President that recent events in Iran had aggravated the
threat to national security caused by imports of petroleum and petroleum
products. Therefore, under the authority of Section 232 of the Trade Act of
1962, as amended, the President issued Proclamation 4702, to embargo U.S.
imports of Iranian oil. 1In so doing, the President amended Proclamation 3279,
the basic proclamation on oil imports.

U.S. Actions on Unfair Trade Practices

Various U.S. trade laws provide remedies or countermeasures when foreign
governments or foreign entities engage in certain practices that are
detrimental to U.S. domestic or foreign commerce or when importers, foreign
exporters, or sellers engage in unfair methods of competition in the
importation or sale of foreign merchandise in U.S. markets. The Antidumping
Act, 1921, dealt with sales of imports at less than fair value. Section 337
of the Tariff Act of 1930, as amended, directs the Commission to deal with
unfair methods of competition and unfair acts in the importation of articles
into the United States or in their sale. Section 303 of the Tariff Act of
1930, as amended, provides for countervailing duties on imports receiving any
foreign bounty or grant (i.e., subsidies). Section 301 of the Trade Act of
1974 deals with the elimination of certain trade practices of foreign
governments that constitute an unreasonable or discriminatory burden or
restriction on the commerce of the United States.

Antidumping investigations

Although the Trade Agreements Act of 1979, among other things, replaced
the Antidumping Act, 1921, by adding Title VII (with substantive changes) to
the Tariff Act of 1930, the old act was still in effect throughout 1979. The
Antidumping Act, 1921, provided for levying antidumping duties if: (1) a
class or kind of foreign merchandise was being, or was likely to be, sold in



the United States at less than fair value (LTFV), and (2) an industry in the
United States was being or was likely to be injured, or was prevented from
being established, by reason of the importation of LTFV merchandise into the
United States. The responsibility for determining whether LTFV sales were
occurring, or likely to occur, was vested in the Secretary of the Treasury.

If he made an affirmative determination, the U.S. International Trade
Commission then determined whether injury or its likelihood existed or whether
an industry was prevented from being established. 1/

Under the Antidumping Act, 1921, as amended, if the Secretary of the
Treasury decided there was substantial doubt that injury to a domestic
industry would exist by reason of sales at LTFV, and if he had not yet
determined whether there were such sales, he could refer the case to the U.S.
International Trade Commission for a preliminary investigation as to injury.
If the Commission determined that there was no reasonable indication of
injury, likelihood of injury, or prevention of the establishment of a domestic
industry, Treasury terminated its antidumping investigation. If the
Commission determined that there was such a reasonable indication, Treasury
continued its investigation. If the Secretary made a final affirmative
determination, then the Commission instituted a full investigation on the
issues of injury to and establishment of an industry in the United States. If
and when an affirmative determination was made by both agencies, a finding of
dumping was issued calling for the assessment of an antidumping duty (in
addition to other duties, if any) equal to the margin of dumping (the amount
by which the adjusted foreign-market value was higher than the LTFV price of
the imported article).

During 1979, the Commission completed 6 preliminary inquiries under the
aforementioned Antidumping Act. In 3 inquiries the Commission found that
there was 'mo reasonable indication'" that a domestic industry was being or was
likely to be injured by reason of the importation of the merchandise under
investigation by Treasury. In the remaining 3 preliminary inquiries, the
Commission found that there was a "reasonable indication" of injury or

likelihood of injury. Determinations of the Commission were as shown in
table 1.

1/ Under the President's Reorganization Plan No. 3 of 1979, the antidumping
investigatory responsibilities of the Secretary of the Treasury were
transferred to the Secretary of Commerce, effective Jan. 2, 1980. Under the
Trade Agreements Act of 1979, among the changes made in connection with
affirmative determinations are the following: (1) "material injury" replaces
"injury," and (2) ". . . establishment of an industry . . . is materially
retarded" replaces ". . . an industry . . . prevented from being
established." The U.S. International Trade Commission continues to be
responsible for (material) injury determinations.



Table l.--Preliminary inquiry investigations under the Antidumping Act,
1921, as amended, completed by the Commission in 1979

.Commission

Article determination

Investigation No.

AA1921-Inq.~24----: Certain 45 r.p.m. adaptors from the No indication
United Kingdom.

Steel wire coat and garment hangers
from Canada.

AA1921-Inq.-26----: Certain steel wire nails from Korea----: Indication

AA1921-Inq.-25--—- No indication

o0 00 oo o0 oo oo oo
se o0 o0 o0 oo |ee oo

AA1921-Inq.-27----: Sugar from Canada ¢ Indication
AA1921-Inq.-28----: Countertop microwave ovens from Japan--: Indication
AA1921-Inq.-29---~: Coke from West Germany ¢ No indication

In addition, during the year the Commission completed 23 full antidumping
investigations, 14 of which resulted in affirmative injury determinations and
9 in negative determinations. At yearend, two full antidumping investigations

were pending before the Commission. Determinations and status are shown in
table 2.

Table 2.--Investigations under the Antidumping Act, 1921,
completed by or pending in the Commission in 1979

Investigation No.® Article : Commission
: ¢t determination
AA1921-189-——=——— ¢ Certain steel wire nails from Canada------ ¢ No injury
AA1921-190--------: Rayon staple fiber from France t Injury
AA1921-191-——————- ¢ Rayon staple fiber from Finland---—--—--—- ¢ Injury
AA1921-192-—-----—- ¢ Silicon metal from Canada ¢ No injury
AA1921-193-——-=——- t Bicycle tires and tubes from Korea--———--- : Injury
AA1921-194-~=——=== t Perchloroethylene from Belgium-—----------: Injury
AA1921-195--—-———- : Perchloroethylene from France ¢ Injury
AA1921-196——=————- ¢ Perchloroethylene from Italy : Injury
AA1921-197--~-~---—- : Carbon steel plate from Taiwan : Injury
AA1921-198-——————- ¢ Sugar from Belgium : Injury
AA1921-199------—- ¢ Sugar from France ¢ Injury
AA1921-200--—=——~- ¢ Sugar from West Germany : Injury
AA1921-201-——~-- -—: Rayon staple fiber from Italy ¢ Injury
AA1921-202—————=—-~ ¢ Methyl alcohol from Canada ¢ Injury
AA1921-203-------—-: Carbon steel plate from Poland--—-—--——===- : No injury
AA1921-204——————~~ ¢ Kraft condenser paper from Finland-—------ ¢ Injury
AA1921-205--=—~- -3 Kraft condenser paper from France--——----- ¢ Injury
AA1921-206-==—=—-- ¢ Titanium dioxide from Belgium : No injury
AA1921-207-====——- : Titanium dioxide from France ¢ No injury
AA192]1-208—==——==- ¢ Titanium dioxide from the United Kingdom--: No injury
AA1921-209-~=——- --: Titanium dioxide from West Germany-—----—- : No injury
AA1921-210=~====== ¢ Certain marine radar systems from the ¢ No injury
¢ United Kingdom. :

AA1921-211--------: Sodium acetate from Canada ¢ No injury
AA1921-2]12--------: Spun acrylic yarn from Japan ¢ Pending

¢ Pending

AA1921-213-——====- ¢ Sugar from Canada




At yearend, the following antidumping investigations were pending before
the Treasury Department:

Sodium hydroxide from France

Sodium hydroxide from Italy

Sodium hydroxide from West Germany

Sodium hydroxide from the United Kingdom
Countertop microwave ovens from Japan
Certain industrial electric motors from Japan
Coke from West Germany

Rail passenger cars from Italy

Rail passenger cars from Japan

Melamine from Austria

Melamine from Italy

Portable electric typewriters from Japan
Certain steel wire nails from Korea
Melamine from the Netherlands

Certain fresh winter vegetables from Mexico

Trigger-price mechanism

The trigger-price mechanism (TPM), which has been used in monitoring the
prices of imported steel mill products, was designed to enable the U.S.
Customs Service to initiate antidumping investigations on a "fast-track" basis
without waiting for the receipt of complaints. The purpose was to alert
Customs to the possibility of sales at less than fair value. Customs was well
aware that prices below trigger prices 1/ would not necessarily be LTFV
prices, and prices above trigger prices would not necessarily be fair-value
prices. It must be observed, however, that if some foreign exporters charged
higher prices than they would have otherwise, in order to avoid
"below-trigger" pricing and the burden and uncertainty of an antidumping

investigation, then the TPM could have acted as a minimum-price mechanism for
those exporters.

In 1978 and 1979, the prices of imports below trigger prices were
scrutinized at Customs headquarters. In this connection, Customs sent
questionnaires to the importers. If circumstances warranted, Customs
initiated a full antidumping investigation. In 1978, Customs initiated two
antidumping cases on the TPM "fast track'--carbon steel plate from Poland and
from Taiwan. In 1979, it initiated a "fast track" investigation on steel wire
nails from Korea. 1In addition, there were preliminary investigations in
connection with the TPM, which were terminated without reaching the full
investigation stage.

1/ Each trigger price had several elements, including a base price plus
additional costs for ocean freight, handling at the U.S. port, and interest,
all elements expressed in U.S. dollars per metric ton. These additional costs
were differentiated on the basis of four U.S. regions having maritime
ports--west coast, gulf coast, Atlantic coast, and Great -Lakes. There were
also extras for special characteristics regarding dimensions, chemical
composition, and surface preparation. Each trigger price also included a
charge for insurance, equivalent to 1 percent of the sum of the base price,
extras, and ocean freight. Trigger prices were based on the full costs of
producing steel mill products in the most efficient foreign steel industry,
which was deemed to be Japan's.
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From time to time, Treasury added various steel mill products to the list
covered by the TPM. It also made revisions of trigger prices on a quarterly
basis. On January 2, 1980, as previously noted, the President transferred
Treasury's antidumping investigatory responsibilities to the Commerce
Department.

The Steel Committee

The problems in steel trade which led to the establishment of the
trigger-price mechanism were not confined to the United States. The crisis
caused by world over-capacity in steel also prompted the European Economic
Community (EEC) to establish a base-price system for steel mill products at
about the same time that the TPM was established, and Canada also followed
suit. The United States sought a multilateral solution to steel problems,
proposing at one time a steel sector negotiation in the MIN, before deciding
to pursue the steel issue in the Organization for Economic Cooperation and
Development (OECD) In October 1978, in response to a U.S. proposal, the OECD
established a Steel Committee in order to further international cooperation in
seeking solutions to cyclical and structural problems of steel industries. 1/

The Steel Committee is basically a consultative body where participants
can exchange data on steel trade, market conditions, and government actions.
Among the initial commitments for participants were two that covered the
subject of price guidelines such as are embodied in the TPM and in the EEC's
Davignon Plan. First, members of the committee agreed that price guidelines
should be in harmony with the International Antidumping Code, and are
appropriate only during “crisis periods." Additionally, such guidelines
should be expeditiously removed or liberalized as conditions improved.
Secondly, price guidelines should "neither exceed the lowest normal prices in
the supplying country, or countries where normal conditions of competition are
prevailing,'" nor exceed the full cost of production (including overhead costs)
plus profit in the supplying countries. Such guidelines may include delivery
costs and import duties if the importing country establishes guidelines on a
delivered basis. Participants also agreed that domestic actions to sustain
steel firms during crisis periods should not shift the burden of adjustment to
other countries.

During 1979, the OECD Steel Committee met several times, and it launched
two studies. The first, on the international stainless steel industries,
involves raw material inputs, utilization of capacity, consumption, and world
trade. The second will study trade flows in steel and the effects of
government actions on trade flows on an ongoing basis. In April 1979, the
Steel Committee discussed a U.S. proposal for a symposium for an exchange of
views between government representatives and the private sectors of OECD

1/ Membership in the OECD Steel Committee is held by all members of the
OECD: the United States, Canada, Japan, the EEC, West Germany, Belgium,
Denmark, France, Ireland, Italy, Luxembourg, Netherlands, United Kingdom,
Austria, Spain, Finland, Greece, Norway, Portugal, Sweden, Switzerland,
Turkey, Australia, and New Zealand. One nonmember, Yugoslavia, has special
status in the OECD, but it does not attend meetings of the Steel Committee.
Overtures have been made for some developing, steel-interest countries to
become participants on the committee, but, as of early 1980, none had yet
accepted. A
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members. Early in 1980, the steel symposium was held in Paris. In addition

to high-level government officials, representatives of academia, industry, and
labor were among the participants.

To facilitate U.S. private-sector inputs, the Office of the United States
Trade Representative is organizing an International Steel Trade Policy

Committee, to include representatives of steel producers, steel users, and
industries that supply products to the steel producers.

Countervailing duty investigatiomns 1/

During 1979, U.S. law relating to countervailing duties (CVD's) was to be
found in section 303 of the Tariff Act of 1930, as amended by section 331 of
the Trade Act of 1974. Subject to the exception noted in the following
paragraph, this provision of law required the Secretary of the Treasury to
levy a CVD if, following an investigation, he found that a bounty or grant had
been paid, directly or indirectly, by a foreign government or other entity on
imported merchandise. Such a duty was to be levied in addition to any other
duty that might be assessed against the article, regardless of whether it had
been changed in condition after exportation from the country granting the
bounty. The purpose of the CVD, equal to the net amount of the subsidy, was

to offset the benefit bestowed on foreign producers and/or exporters by the
subsidy.

Section 303(b) of the Tariff Act of 1930, as amended, provided that if
the Secretary made a final affirmative determination (as to the aforementioned
bounty or grant) with respect to a duty-free article, and if international
obligations of the United States required a determination as to injury to a
domestic industry, the Secretary would be obligated to forward his
determination to the U.S. International Trade Commission. 2/ The Commission,
within 3 months, had to determine "whether an industry in the United States is
being or is likely to be injured, or is prevented from being established, by
reason of the importation of such article . . . into the United States . . .
." If the Commission's determination was in the affirmative, the Secretary
was obliged to order the assessment and collection of the aforementioned CVD's.

1/ The Trade Agreements Act of 1979 made a number of changes in the
procedures for the conduct of countervailing duty investigations. (See p.
167). 1In addition, under the President's Reorganization Plan No. 3 of 1979,
the responsibility for determining whether a bounty or grant has been paid on
imported merchandise was transferred to the Secretary of Commerce. The U.S.
International Trade Commission continues to have responsibilities in
connection with injury determinations.

2/ GATT Part II, Article VI has required an injury determination since
1947. Under U.S. legislation in effect in 1947, duty-free articles were not
countervailable, and on dutiable articles, domestic legislation did not
require an injury test. The United States accepted Part II to the extent that
it was not inconsistent with then existing legislation. In bringing duty-free
items under the CVD statute in the 1974 act, the United States also added an
injury determination with respect to duty-free articles. Under the 1979 act,
a material injury determination is applicable to both duty-free and dutiable
articles where international obligations require an injury finding.
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Section 303 of the Tariff Act, as amended, also provided that, for &4
years beglnn1ng on January 3, 1975, the Secretary could waive the imposition
of CVD's if he determined that (1) steps were being taken "to reduce
substantially or eliminate . . . the adverse effect of . . ." the subject
bounty or grant, (2) trade-agreement negotiations showed "reasonable prospect
« « . for the reduction or elimination of barriers and other distortions of
international trade," and (3) the imposition of a countervailing duty "would
seriously jeopardize the satisfactory completion of such negotiations."

Early in 1979, the Congress extended the Secretary's waiver authority,
but he granted no new waivers in that year. By the end of 1979, 13 previously
granted waivers were still in effect. Under the Trade Agreements Act of 1979,

which became effective for CVD 1nvest1gat1ons on January 1, 1980, no new
waivers can be granted.

During 1979, the Secretary of the Treasury made final determinations as
follows:

Affirmative determinations

Tomato products from the EEC

Pig iron from Brazil

Industrial fasteners from Japan
Optic sensing systems from Canada
Bicycle tires and tubes from Korea
Oleoresins from Spain

Footwear from Spain

Oleoresins from India

Ampicillin from Spain

Rayon staple fiber from Sweden
Textiles from Pakistan
Amoxicillin from Spain

Nonrubber footwear from Argentina
Potato starch from the EEC

Negative determinations

Bicycle tires and tubes from Taiwan
Papermaking machinery from Finland
Textiles from Malaysia

Textiles from Mexico

Textiles from Singapore

Textiles from Thailand

Leather apparel from Argentina
Textiles from Colombia

At yearend, the following CVD cases were pending at the Treasury
Department:

Sugar and syrups from the Philippine Republic
Iron and steel chains from Japan

Frozen potato products from Canada

Rayon staple fiber from Austria

Malleable pipe fittings from Japan

Corn starch from the EEC



13

Wool tops from Australia
Certain firearms from Brazil
Ferroalloys from Spain

Valves from Japan

Ferroalloys from Brazil
Valves from Italy

Textiles from Pakistan
Weighing machinery from Japan

During 1979, the Commission completed seven injury investigations after
the Secretary of the Treasury had determined that bounties or grants were
being paid with respect to duty-free imports. With the exception of Certain
Fish and Certain Shellfish from Canada, the duty-free treatment was
attributable to the products' and countries' eligibility under the U.S.
Generalized System of Preferences (GSP). In all of these investigations the
Commission made negative determinations. At yearend, two CVD cases were
pending before the Commission.

A list of these nine CVD cases is shown in table 3.

Table 3.--Countervailing duty (Section 303) investigations completed
by the Commission in 1979 or pending at yearend

Investiga- : ¢ Commission
tion No. Article : determination
303-TA-4 : Certain wool yarns from Uruguay : No injury
303-TA-5 : Certain wool yarns from Brazil ¢ No injury
303-TA-6 ' : Certain leather wearing apparel from Colombia : No injury
303-TA-7 : Certain leather wearing apparel from Brazil ¢ No injury
303-TA-8 : Gloves and glove linings of fur on the skin @

: from Canada ¢ No injury
303-TA-9 : Certain fish and certain shell fish from :

: Canada : No injury
303-TA-10 : Oleoresins from India i ¢ No injury
303-TA-11 : Nonrubber footwear components from India : Pending
303-TA-12 : Pig iron from Brazil ¢ Pending

Unfair practices in import trade

Section 337 of the Tariff Act of 1930, as amended by section 341 of the
Trade Act of 1974, provides for the Commission to conduct investigations to
determine whether unfair methods of competition exist in the importation of
articles into the United States, or in their sale. To be unlawful, the effect
or tendency of such practices must be to (1) destroy or substantially injure
an efficiently and economically operated domestic industry, (2) prevent such
an industry's establishment, or (3) restrain or monopolize commerce in the
United States. If the Commission determines that a violation exists, and
finds that remedial action would not have an adverse effect on certain public
interest considerations, the Commission must then order a remedy for the
violation. The remedy may be an order excluding the offending article from
entry into the United States or the issuance of a cease—and-desist order to
halt the unfair methods or acts involved. 1In 1979, virtually all complaints
of unfair acts brought before the Commission alleged infringement of a U.S.
patent by imported merchandise.
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The Trade Act allows the President 60 days in which to approve an
affirmative Commission determination or, for policy reasons, to disapprove
it. If the President disapproves, the Commission's determination has no force
or effect. If the President does not disapprove the Commission's affirmative
determination within the 60-day period, or if he approves the determination,
it becomes a final determination. Persons adversely affected by either a
negative or an affirmative final determination have the right to judicial
review.

In 1979, the Commission completed 21 investigations under section 337.
In 10 cases, the Commission found a violation of the statute. In 11 cases,
the Commission did not find a violation, because (1) the evidence before the
Commission did not support the allegations in the complaint, or (2) the
complainant granted a license to respondent(s) (settlement agreement), or (3)
the complainant and respondent(s) signed a consent order agreement under which
respondent(s) agreed to refrain from some course of action. 1/ 1In one case on
certain automatic crankpin grinders, although the Commission found a violation
it also found that it would not be in the public interest to exclude the
offending imports because automatic crankpin grinders were in short supply.
Since the enactment of the Trade Act of 1974, this was the first time that the
effect of exclusion on consumers (albeit industrial ones) was determined to be
an overriding consideration.

1/ In settlement agreements and consent order agreements, the Commission did
not make a determination as to whether or not there was a violation.
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The investigations completed by the Commission are listed in table 4.

Table 4.--Section 337 investigations completed by the Commission in 1979
: ¢ Commission
Investiga—- : Article : determination
tion No. : : or other
: : action
337-TA-3  : Doxycycline ¢t Violation 1/
337-TA-40 : Certain monumental wood windows : 2/
337-TA-42 : Certain electric slow cookers : Violation 1/
337-TA-43 : Certain centrifugal trash pumps ¢ No violation
337-TA-44 : Certain roller units-- ¢ Violation 1/
337-TA-45 : Certain combination locks t No violation
337-TA-47 : Certain flexible foam sandals : Violation 1/
337-TA-48 : Certain alternating pressure pads ¢ Settlement
: ' ¢ agreement
337-TA-49 : Certain attache cases ¢ No violation
337-TA-50 : Certain synthetic gemstones ¢ Settlement
: ¢ agreement
337-TA-51 : Certain cigarette holders : No violation
337-TA-52 : Certain apparatus for the continuous produc- :
: tion of copper rod : Violation 3/
337-TA-53 : Certain swivel hooks and mounting brackets——--—--- ¢ Settlement
: ¢ agreement
337-TA-54 : Certain multicellular plastic film : Violation 1/
337-TA-55 : Certain novelty glasses : Violation 1/
337-TA-56 : Certain thermometer sheath packages : Violation 1/
337-TA-57 : Certain cattle whips : Consent order
: ¢ agreement
337-TA-58 : Certain fabricated steel plate from Japan----——-- ¢ No violation
337-TA-59 : Pump top insulated containers : Violation 1/
337-TA-60 : Certain automatic crankpin grinders : Violation 4/
337-TA-61 : Certain compact cyclotrons with a preseptum—----- Consent order

agreement

1/ Exclusion order issued.
2/ Terminated with prejudice to the complainant.
3/ Cease and desist order issued.

4/ No order issued.
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At yearend, the 337 investigations pending were as shown in the following

tabulation:
Investigation No. Article

337-TA-36 Certain plastic fasteners assemblies 1/

337-TA-62 Certain rotary scraping tools

337-TA-63/65 Certain precision resistor chips

337-TA-64 Certain high voltage circuit interrupters and
components thereof 2/

337-TA-66 Certain plastic-molding apparatus and
components thereof

337-TA-67 Certain inclined field acceleration tubes and
components thereof

337-TA-68 Certain surveying instruments

337-TA-69 Certain cast iron stoves

337-TA-70 Certain coat hangers rings

337-TA-71 Certain anaerobic impregnating compositions
and components thereof

337-TA-72 Certain turning machines and components thereof

337-TA-73 Certain compressed air powered tire changers
and components thereof 3/

337-TA-74 Certain rotatable photograph and card display
units, and components thereof

337-TA-75 Certain large video matrix display systems
and components thereof

337-TA-76 Certain food slicers and components thereof

1/ Suspended, Sept. 26, 1978.
2/ Suspended, Oct. 4, 1979.
3/ Suspended, Nov. 6, 1979.
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Certain practices of foreign govermments and instrumentalities

Section 301 of the Trade Act of 1974 directs the President to take all
appropriate and feasible steps to obtain the elimination of certain trade
practices of foreign governments and instrumentalities whenever he determines
that such practices constitute an unjustifiable, unreasonable, or
discriminatory burden or restriction on the commerce of the United States.
Within this context, '"commerce" includes services related to international
trade. If his attempts to eliminate such practices are unsuccessful, the
President is empowered to (1) deny the offending country or instrumentality
the benefits of trade-agreement concessions and (2) impose duties, fees, or
other import restrictions on the products or services of the foreign entity.

An interdepartmental Section 301 Committee conducts investigations
(including hearings if requested) on the basis of petitions alleging section
301 violations. If the committee finds that a complaint has merit, it may
recommend consultations with the foreign country or instrumentality involved.
If appropriate, the GATT may be used as a forum for attempts to settle a
dispute.

N

In 1979, the following cases were terminated or were pending at yearend:

301-3, Egg albumen (EEC)

Date of receipt of petition: Aug. 7, 1975
The issue: EEC's various levies on imports.
Status: There have been bilateral discussions; also, discussions

in the MIN. At year end, the case was under review by the Section
301 Committee.

301-5, Malt (EEC)

Date of receipt of petition: Nov. 13, 1975
The issue: EEC's subsidization of exports, to the detriment
of U.S. exports to Japan and other countries..

Status: After requesting consultations with the EEC under GATT
Article XXII (1), the United States decided to pursue the subsidy
issue in the MIN. The Section 301 Committee has been reviewing the
case in relation to the Subsidies/Countervailing Duty Code that was
negotiated in the MIN,

301-6, Wheat flour (EEC)

Date of receipt of petition: Dec. 1, 1975

The issue: EEC's payments of export subsidies to wheat millers.

Status: In 1977 Australia and Canada joined the United States in
consultation with the EEC under GATT Article XXII: 1. These talks
continued during the MIN. As the complained-of activity is covered
by the Subsidies/Countervailing Duty Code, the Section 301
Committee, at yearend, was reviewing the case in connection with the
code's provisions. (See 301-16).
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301-7, Sugar added in canned fruits and juices (EEC)

Date of receipt of petition: Mar. 30, 1976

The issue: Variable levy on added sugar in canned fruits and juices
imported into the EEC, with impairment of value of concession
consisting of GATT bindings of duty rates.

Status: The case was discussed during the MIN. Although the United
States and the EEC reached an agreement, counsel for the petitioner
asked that the case not be closed; he alleged that the method of
determining the levy was unfair. At yearend, the case was under
review by the Section 301 Committee.

301-11, Citrus products (EEC)

Date of receipt of two petitions: Nov. 12, 1976

The issue: EEC's preferential rates of duty on imports of orange and
grapefruit juices and other citrus products, from certain
Mediterranean countries, to the detriment of U.S. citrus juice
producers.

Status: The United States and the EEC have held consultations both
outside of and in the MIN, but without settling the issue. As of
the end of 1979, both sides were in agreement to continue
consultations.

301-13, Leather (Japan)

Date of receipt of petition: Aug. 4, 1977

The issue: Japan's quantitative restrictions and tariff levels

on imports of leather.

Status: Agreement liberalizing Japanese import restrictions was
reached in February 1979. Interdepartmental Committee on
Implementation of the Japan-U.S. Leather Agreement is monitoring
Japanese adherence to the agreement.

301-14, Marine insurance (U.S.S.R.)

Date of receipt of petition: Nov. 10, 1977

The issue: Union of Soviet Socialist Republics' requirement that
insurance on U.S.S.R. exports and imports be placed with a Soviet
insurance monopoly.

Status: Following bilateral negotiations, both countries signed
a memorandum of understanding on Apr. 5, 1979. They agreed to
assure fair access to each country's marine insurance market. USTR
is monitoring adherence.

301-15, Income tax practices (Canada)

Date of receipt of petition: Aug. 29, 1978

The issue: Denial of deduction, for Canadian income tax purposes,
for any tax-paying entity incurring expenses for advertising,
directed principally to Canadian markets, through broadcasts on
non-Canadian stations.

Status: After holding a hearing and receiving rebuttal briefs,
the Section 301 Committee reviewed the information received.
Representatives of the United States and Canada have held informal
consultations. By yearend, the issue had not been resolved.
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301-16, Wheat (EEC)

Date of receipt of petition: Nov. 2, 1978

The issue: Alleged unfair trade practice by the EEC through export
subsidies for wheat sold to third-country markets, to the detriment
of competitive U.S. wheat exports to those markets.

Status: Section 301 Committee held hearings early in 1979. As the
complained-of practices are covered by the Subsidies/Countervailing
Duty Code of the MTN, the committee initiated its review of the
issues in relation to the code. Although consultations were held
with the EEC, the case was still under review at yearend.

301-17, Cigars (Japan)

Date of receipt of petition: Mar. 14, 1979

The issue: Allegation that the Japanese Government's tobacco monopoly
maintains unreasonable import restrictions, sets prices for U.S.
cigars that are unreasonably high, and limits advertising and
distribution of U.S. cigars. Complainants suggested that the United

States take retaliatory action against lag screws. Such action was
not taken.

Status: Consultations have been initiated with the Japanese
Govermment. (See 301-19).

301-18, Marine insurance (Argentina)

Date of receipt of petition: May 25, 1979

The issue: Allegation that the Government of Argentina requires that
insurance on imports and exports be placed with Argentinian firms
when the risk of loss must be borne by an Argentine national. A
hearing was held on August 28, 1979. At yearend the Section 301
Committee was awaiting additional information from the petitionmer.

301-19, Pipe tobacco (Japan)

Date of receipt of complaint: Oct. 22, 1979

The issue: Allegation that the Japanese Govermment's tobacco
monopoly maintains unreasonable pricing procedures and advertising
and distribution restrictions on U.S. pipe tobacco. Consultations
under the GATT were unsuccessful.

Status: This case and the one on cigars have been combined for the

purpose of dispute settlement procedures under Article XXIII: 2 of
the GATT.

Doc. No. 301-20, Fire and marine insurance (Korea)

Date of receipt of petition: Nov. 15, 1979

The issue: Alleged failure of the Government of Korea to issue
licenses to petitioner to do business in the fields of fire and
marine insurance. Investigation was instituted in December 1979.
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301-21, Eyeglass frames (Switzerland)

Date of receipt of petition: Dec. 12, 1979
The issue: Damage to sample eyeglass frames by Customs Service of
Switzerland.
Status: Swiss officials contend that marking as to gold content
did not comply with the Swiss law, and that damage was caused by

attempt to remove the marking. Investigation was instituted in
January 1980.

Section 22 of the Agricultural Adjustment Act, as amended

Section 22 of the Agricultural Adjustment Act, as Amended, is designed to
prevent or remedy impairment of U.S. Department of Agriculture programs by
imports. The act directs the Secretary of Agriculture, if he believes such
impairment exists or is imminent, to advise the President. If the President
agrees that there is reason for such belief, he directs the Commission to
conduct an investigation and to report to him its findings and
recommendations. The Commission can recommend, and the President can
proclaim, quantitative restrictions, embargoes, or import fees, in addition to
regular tariff duties, if any. Moreover, he can take emergency action pending
the completion of the Commission's investigation. Section 22 also authorizes
the President to direct the Commission to make an investigation to determine
whether a restriction previously imposed under that section can be suspended,
terminated, or modified without inducing the conditions that led to the
remedial action.

The Commission did not conduct any section 22 investigatioms in 1979.
However, in response to the Commission's sugar report 1/ of April 1978, the
President issued Proclamation No. 4631 on December 28, 1978, which was
implemented in 1979. This proclamation established a system of variable
import fees to be managed by the Secretary of Agriculture. The system
provides for quarterly adjustments of import fees to offset changes in the
world price of sugar, to insure that the United States domestic sugar price
(the world price plus U.S. import duties, fees, and c.i.f. costs) does not
fall below the U.S. price objective of 15 cents per pound. The initial sugar
import fee on January 1, 1979, was 3.35 cents per pound, with quarterly
ad justments decreasing the fee twice and raising it once during the remainder
of the year. In addition, automatic import fee adjustments within calendar
quarters were triggered when the domestic price varied by more than 1 cent
from 15 cents per pound. With rising sugar prices, an automatic adjustment

reduced the import fee to zero on October 24, 1979, where it remained for the
rest of the year.

Under the authority contained in headnotes to Subpart A, Part 10, of
Schedule 1 of the Tariff Schedules of the United States, the President, by
Proclamation 4610 of November 30, 1978, established an aggregate quota of 6.9
million short tons raw value, for sugars, syrups, and molasses described in
TSUS items 155.20 and 155.30, imported in any calendar year. This
proclamation also established, for the 2-year period January 1, 1978-December
31, 1979, allocations of 210,987 short tons raw value for Taiwan and 150,544

1/ Sugar: Report to the President on Investigation No. 22-41 Under Section
22 of the Agricultural Adjustment Act, as Amended, USLTC Publication 881,
April 1978.
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short tons raw value for all other non-members of the International Sugar
Agreement (ISA), as a group. In Proclamation 4663 of May 24, 1979, the
President authorized the Secretary of State to allocate the sugar quota in
conformity with the provisions of the ISA, 1977. On November 15, 1979, the
following allocations were made for calendar year 1980: Taiwan, 105,522 short
tons, raw value; all other nonmembers of the ISA, as a group, 93,816 short
tons, raw value. The aggregate annual quota of 6.9 million short tons, raw
value, remains in effect.

Other action in 1979 under section 22 concerned cheese. In the MIN, the
United States agreed to enlarge some section 22 quotas on cheese and to make
additional varieties of cheese subject to quotas. Title VII of the Trade
Agreements Act of 1979 granted the President authority to carry out these
agreements. This title requires the President to issue a proclamation,
limiting U.S. imports of quota cheese to not more than 111,000 metric tons in
any calendar year after 1979, said proclamation to meet the requirements of
section 22 of the Agricultural Adjustment Act. The President may not proclaim
an aggregate quota larger than 111,000 metric tons before January 1, 1983,
unless the Secretary of Agriculture reports to him that extraordinary
circumstances justify such action.

Title VII also requires the President to proclaim an increase in the
amount of chocolate crumb which may enter U.S. customs territory in any
calendar year after 1979, the said proclamation to be considered issued
pursuant to and meeting the requirements of section 22 of the Agricultural
Ad justment Act. The purpose of the increase is to establish a quota of 2,000
metric tons (about 4.4 million pounds) for Australia and a quota of 2
kilograms (4.4 pounds) for New Zealand. The establishment of quotas for these
countries has increased the aggregate quota from about 9,843 metric tons to
about 11,834 metric tons.

During 1979, import quotas which had been imposed under the authority of
section 22 were in effect on the following products:

Condensed or evaporated milk

Most cheeses made from cow's milk

Butter and butter oil

Powdered milk

Frozen cream

Ice cream

Chocolate

Certain articles containing malted milk and articles,
n.s.p.f., of milk or cream

Certain edible preparations containing butter fat

Animal feeds containing milk and milk derivatives

Peanuts, whether or not prepared or preserved, but
not peanut butter

Cotton, not carded, not combed, and not otherwise
processed, except harsh or rough cotton under 3/4 inch

All spinnable cotton wastes

All fibers of cotton, processed but not spun.
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Meat Import Act of 1964

Public Law 88-482, the so-called "Meat Import Act of 1964", provides
among other things that the aggregate imports of fresh, chilled, or frozen
beef and veal, and mutton and goat meat, entered in any calendar year after
1964, should not exceed a base quantity which is adjusted annually. Prior to
its amendment by the Meat Import Act of 1979 (affective on January 1, 1980),
the annual adjustment was designed to assure that imports maintained about the
same ratio to domestic commercial production of these meats as they did, omn
the average, in the years 1959-63. This ratio was about 7 percent.

As originally enacted, the 1964 Act further provided that the Secretary
of Agriculture estimate and publish, before the beginning of each calendar
year and before each calendar quarter, the aggregate quantity of the meats
cited above that would be imported were it not for the provisions of this
Act. If the Secretary estimated that such imports would be equal to or more
than 110 percent of the adjusted base quota (the "trigger level), the
President must proclaim a quota, but he might suspend or enlarge it if he
determined any one of the following: (1) that after considering the economic
well-being of the domestic livestock industry, suspension or enlargement of
the quota was required by overriding economic or national security interests;
or (2) that supplies of the subject meats would be inadequate to meet domestic
demand at reasonable prices; or (3) that trade agreements, entered into after
the effective date of the 1964 Act, guaranteed the implementation of the
policy expressed in the act.

Under the authority of section 204 of the Agricultural Act of 1956, as
amended, but after passage of the 1964 Act, the United States negotiated many
bilateral agreements limiting meat exports to the United States. The annual
restraints, in the aggregate, have usually been below the corresponding
calendar-year trigger levels. On various occasions, when some countries have

been unable to fill their quotas, the unfilled portions have been allocated to
other countries.

In connection with bilateral restraint agreements for 1979, the Secretary
of Agriculture informed the President that, without such agreements, meat
imports (of the kinds covered by the Meat Import Act) 1/ would amount to an
estimated 1,640 million pounds, compared with the "trigger level of 1,244.8
million pounds for that year. After taking into account the various
considerations embodied in the Meat Act, the President directed the
Departments of Agriculture and State to negotiate export-restraint agreements
with countries supplying meat to the United States, limiting the total to
1,570 million pounds. Data prepared by the U.S. Customs Service indicate that
U.S. imports of fresh, chilled, and frozen beef, veal, mutton and goat meat
amounted to 1,553.8 million pounds in 1979.

1/ Prior to its amendment by the Meat Import Act of 1979, effective Jan. 1,
1980, the Meat Act of 1964 did not cover canned meat and other prepared or
preserved meat, nor did it include lamb meat that was fresh, chilled or
frozen. The amended statute expands the coverage to include certain prepared
or preserved meat.
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In 1979, the restraint levels were as follows (in millions of pounds):

Australia 806.1
Belize ' .6
Canada 92.6
Costa Rica 68.6
Dominican Republic 18.5
El Salvador -14.7
Guatemala 44.0
Haiti 2.4
Honduras-—- 45.9
Mexico 76.6
New Zealand 331.2
Nicaragua 62.6
Panama 6.2

Total 1,570.0

As previously indicated, the Meat Act of 1979 (Public Law 96-177) amends
the 1964 Act, and went into effect on January 1, 1980. Among other things,
the 1979 Act provides a new formula for calculating the annual adjusted base
quotas on imports, it establishes a floor of 1.25 billion pounds in connection
with the President's authority to proclaim annual quotas 1/, and it adds
high-quality beef, specially processed into fancy cuts, to the meat articles
subject to quota.

The new law establishes a base quota of 1,204.6 million pounds,
equivalent to the average annual imports of meat subject to quota during
1968-77. For any calendar year after 1979, the annual import quota shall be
the base quota multiplied by the product of two fractions. The numerator of
the first fraction is a three-year moving average of domestic production of
specified meat articles. The denominator is the average annual production of
such meat in 1968-77. The numerator of the second fraction is a five-year
moving average of per capita domestic production of cow beef. The denominator
is a two-year moving average of per capita domestic production of cow beef.
The second of the two fractions is countercyclical, because it increases the
import quota when domestic production declines, and it reduces the quota when
production increases.

The President continues to have authority to suspend quotas, but, if the
countercyclical fraction has a quotient of less than 1.0, he can suspend them
only if (1) there is a declared national emergency and suspension is required
in the interest of national security, or (2) the supply of the subject meat
articles is inadequate to meet U.S. demand at reasonable prices because of
natural disaster, disease, or major national market disruption. The Meat Act
of 1979 retains a trigger level equivalent to 110 percent of the adjusted base
quota.

1/ The minimum quota provided by the Meat Act of 1979 is 50 million pounds
larger than that provided by the Trade Agreements Act of 1979, approved 5
months earlier.
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Orderly Marketing Agreements; Negotiated Export Restraints

From time to time, the United States has negotiated restrictions with
foreign governments over the kind or amount of certain exports destined for
the United States. Such negotiations and agreements, in the form of orderly
marketing agreements (OMA's), were recognized as a form of import relief under
section 203 of the Trade Act of 1974, and have been used more frequently to
provide import relief for U.S. industries. OMA's usually are deemed
preferable to safeguards in the form of unilaterally imposed tariff increases
or quotas, because the exporting country most directly affected formally
agrees with the measure, without seeking compensation or retaliating against
U.S. exports.

During 1979, OMA's or negotiated export restraints were in effect with
respect to specialty steels, color television receivers, nonrubber footwear,
certain meats (already discussed), and textiles. All of these bilateral
agreements were negotiated in accordance with U.S. domestic legislation and
the international rights and obligations of the United States.

Specialty steel

The first OMA under the Trade Act of 1974 was negotiated between the
United States and Japan and provided for quantitative import limitations on
certain stainless steel and alloy tool steel. Knowing that the United States
intended to provide import relief in the form of quotas, Japan agreed to
accept an OMA, expecting to receive a larger quota under an OMA than
otherwise. The agreement was in effect from June 14, 1976, to June 13, 1979,
inclusive, and the limitations applied to three 12-month periods. In
addition, quotas were imposed unilaterally on imports of specialty steel from
other countries during the same 3-year period. Total restraint levels (OMA
and other quotas) for the three restraint periods were 147,000; 151,000; and
155,000 short tons, respectively, of which Japan was allowed 66,400; 68,400;
and 70,400 short tons.

On April 24, 1979, the U.S. International Trade Commission reported to
the President the results of its investigation No. TA-203-5, on certain
stainless steel and alloy tool steel (page 3). The Commission was evenly
divided in its advice as to whether termination of the import restraints would
have an adverse impact on the domestic industry concerned. The President
determined that an 8-month extension of quota treatment was in the national
interest. By Proclamation 4665, June 12, 1979, he extended quantitative
restrictions on imports until the close of February 13, 1980. Quota levels,
by periods and by countries or instrumentality were as follows:
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Table 5.--Stainless steel and alloy tool steel: Quota quantities 1/ in
effect during specified time periods, June 14, 1979-Feb. 13, 1980

(In short tons)

Country or ¢ June 14- : August 14- : October 14— ¢ December 14-
instrumentality : August 13 : October 13 : December 13 : February 13
Japan—--=———=—- : 12,053 : 13,189 : 14,161 : 14,620
European : : : :

Economic $ : : :

Community—-—-: 5,048 : 5,430 : 5,813 : 6,009
Canada—--—————- : 2,408 : 2,569 : 2,682 : 2,777
Sweden———~—————-— : 4,237 : 4,551 4,836 : 5,010
Austrig————=—=—- : 349 : 375 : 401 : 417
Other-=—===—==—=: 33,664 : 29,719 : 31,732 : 32,787

1/ These quotas were further allocated under TSUS items 923.20-923.26, part
2 of appendix to Tariff Schedules of the United States Annotated (1980).

Source: Compiled from data shown in the above-noted tariff schedules.

Color television receivers

The OMA on color television receivers between the United States and Japan
has continued in effect without change. For each 12-month period from
July 1, 1977, to June 30, 1980, Japanese exports of television receivers to
the United States were and are limited to 1.56 million complete color
receivers (assembled or unassembled) and 190,000 incomplete receivers. Among
other things, this import relief measure provides that the Government of Japan
may initiate consultations with the Government of the United States if
third-country exports to the United States are disadvantageous to Japan as a
result of Japan's adherence to the OMA.

In connection with his responsibilities for monitoring the OMA with
Japan, the Special Representative for Trade Negotiations (now, the United
States Trade Representative), with advice from the interagency Trade Policy
Staff Committee, determined that imports of color television receivers and
certain subassemblies from Taiwan and the Republic of Korea had increased to
such an extent as to disrupt the effectiveness of the OMA with Japan.
Accordingly, OMA negotiations were concluded in December 1978 with Taiwan and



26

Korea, with the following results: 1/

Restraint level
Country and article (units)

Taiwan:
Color television receivers, having a picture tube,
exported during--

Feb. 1, 1979-June 30, 1979 127,000

July 1, 1979-June 30, 1980 373,000
Certain subassemblies thereof, exported during—-

Feb. 1, 1979-June 30, 1979 - 270,000

July 1, 1979-June 30, 1980 648,000

Republic of Korea:
Color television receivers, having a picture tube,
and certain subassemblies thereof, exported during--
Feb. 1, 1979-Oct. 31, 1979 153,000
Nov. 1, 1979-June 30, ‘1980 136,000

1/ See Presidential Proclamations 4511, June 24, 1977, and 4634, Jan. 26,
1979. '

On December 31, 1979, under section 203(i) of the Trade Act of 1974, the
Commission instituted investigation No. TA-203-6, on color television
receivers and subassemblies thereof, in order to advise the President as to
the probable economic effect, on the domestic industry concerned, of
extending, reducing, or terminating the import relief previously provided
pursuant to section 203, The Commission scheduled May 16, 1980 as the date
for advising the President.

Nonrubber footwear

Following an affirmative determination by the Commission in an
investigation under section 201 of the Trade Act of 1974, the United States

~ negotiated OMA's covering nonrubber footwear with Taiwan and the Republic of
Korea. Restraint periods run from June 28, 1977, to June 30, 1981, as shown
in the following tabulation (in millions of pairs):

Restraint level

Restraint period Taiwan Korea
June 28, 1977-June 30, 1978 122 33.0
July 1, 1978-June 30, 1979 125 36.5
July 1, 1979-June 30, 1980 128 37.5
July 1, 1980-June 30, 1981 131 38.0

The only kinds of nonrubber footwear not covered by these OMA's were wool
felt footwear, provided for in tariff item 700.75, and disposable footwear,
designed for one-time use, provided for in tariff item 700.90.

Effective November 1, 1978, Hong Kong agreed to supply certificates of
origin for its shipments in order to help the U.S. Customs Service monitor
imports and prevent trans-shipments from Taiwan and Korea intended to evade
the limitations. In 1979, Hong Kong continued to supply the certificates of
origin.
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Imports of nonrubber footwear from Italy and China increased appreciably
during 1979, but not by enough to trigger negotiations for additional OMA's
with those countries. Also in 1979, the United States held consultations with
Brazil, Singapore, and the Philippine Republic.

Textiles

Under the authority of section 204 of the Agricultural Act of 1956, as
amended, the President has directed that bilateral agreements be negotiated
with foreign governments to limit their exports of textiles and textile
products to the United States. 1/ 1In negotiating these agreements, the
provisions of the Arrangement Regarding International Trade in Textiles, (also
known as the Multifiber Arrangement (MFA))--flexibility of administration,
growth rates for restraints, and so forth--are taken into account. 2/

During 1979, the United States had 19 bilateral textile agreements with
textile-supplying countries which specified quantitative limits on those
countries' exports to the United States, and understandings with 10 other
countries to consult on textile trade problems. Agreements that provide
quantititative limits generally contain "specific" restraint levels, applied
to specific textile products, categories of textile products, or groups of
categories. Some agreements also include aggregate restraint levels which
place overall limits on textile exports covered by quantitive restrictions;
aggregate restraints are set lower than the sums of specific or group
restraint levels. Agreements include a variety of consultation measures.
Some provide for consultations only when market disruption occurs; others
include negotiated "consultation levels", applied to specific categories,
which trigger consultation when limits are approached or reached.

Generally, quota-imposing agreements have "carryover" and "carry-forward"
provisions. Thus, an unused restraint portion of 1 year may, under outlined
conditions, be added to the restraint level of a following period. Similarly,
a portion of the restraint level of the following period may be transferred
(to a given extent) to the limit of the current period. Quota agreements may
also have a "swing" provision whereby exports within a group or category may
exceed the restraint level(s), up to a stipulated percentage, provided there
is an offsetting charge against other groups or categories. In addition to
the foregoing flexibility factors, quota-imposing agreements alsc provide for
annual growth rates. In its agreements, the United States generally takes
into account the historical position of the exporting country as a supplier of
textiles, and permits that country to diversify its textile exports to the
United States.

A substantial share of U.S. agreements cover articles of cotton, wool,
and/or manmade fiber. Articles wholly or in chief value and in chief weight
of silk or a vegetable fiber other than cotton are not subject to the

1/ when agreements with supplying countries cover a significant part of
world trade in the subject articles, sec. 204 also authorizes the President to
control the imports from countries that have not signed agreements with the
United States. Bilateral negotiations with the People's Republic of China
were unsuccessful in 1979. Consequently, the United States unilaterally
imposed import quotas on certain categories of cotton and man-made fiber
textiles and wearing apparel of Chinese origin.

2/ The text of the MFA, is reproduced in appendix pp. A-21 to A-37 of The
Hlstory and Current Status of the Multifiber Arrangement USITC Publication
850, January 1978.




provisions of any of the textile agreements or the MFA. Neither are certain

hand-loomed or traditional folklore handicraft products, provided they are
properly certified.

The United States began discussions with Japan in 1978 to place limits on
certain cotton, wool, and manmade fiber textile products. In 1979, Japan

- agreed to limit exports to the United States for 11 categories of textile
products. 1/

All 19 bilateral agreements with limits on exports were extended or
amended in 1979. Effective June 1, 1979, a new bilateral agreement containing
limits on exports entered into force with the Dominican Republic. The
restraint levels provided for in bilateral agreements for the calendar year
1979 (except where otherwise noted) are shown in table 6.

During 1979, the United States had bilateral agreements, providing for
consultations and possible limitations, with Czechoslovakia, Egypt, Greece,
Hungary, Jamaica, Malta, Nicaragua, Peru, Portugal, and Spain.

Table 6.--Bilateral restraint levels on exports of textiles
to the United States, by sources, 1979

: Fibers 1included in category : Aggregate
Source : and/or group limits : limits

: :tMillion equivalent

: : square yards
Brazil : Cotton : 1/ 139.7
Colombia ¢ Cotton, wool, and manmade fiber : 2/
Dominican Republic—-: do : 2/
Haiti : do : 2/
Hong Kong : do : 1,015.2
India : do : 199.2
Japan : do : 2/
Korea : do : 620.0
Macau : do : 43.1
Malaysia : -do : 2/
Mexico : do : 2/
Pakistan : Cotton : 160.5
Philippines———======~ ¢ Cotton, wool, and man-made fiber : 262.7
Poland : do : 47.4
Romania : do : 2/
Singapore : do : 246.5
Taiwan : do : 804.5
Thailand -2 -do : 2/
Yugoslavig——=======-= : Wool and man-made fiber : 2/

1/ Limit applicable to period Apr. 1, 1979-Mar. 30, 1980.
2/ Limits on categories and/or groups only.

Source: Compiled from the bilateral agreements and materials supplied by
the U.S. Department of Commerce.

1/ Limited items included women's, girls', and infants' cotton and wool
trousers, knit cotton shirts and blouses, cotton and wool coats, and wool
skirts; cotton gloves; wool and worsted fabric; and certain manmade fiber
fabric and yarn.



CHAPTER II
THE MULTILATERAL TRADE NEGOTIATIONS
Overview

The Trade Act of 1974 authorized the President of the United States to
enter into multilateral trade negotiations during a 5-year period beginning
January 3, 1975, the date of the Act's enactment. The Act identified the
overall U.S. negotiating objective as the attainment of a "more open and
equitable market access and the harmonization, reduction, or elimination of
devices which distort trade or commerce." These negotiations officially ended
during 1979. The results of the trade negotiations were comprehensive in
scope, far exceeding those of earlier rounds. They included concessions in
tariffs, reduction of nontariff barriers (largely through agreements
establishing rules governing activities which may affect trade, such as
subsidies or the establishment of product standards), increased market access
in agriculture with sectoral agreements in bovine meats and dairy products,
modernization of the legal framework of the GATT, and a sectoral agreement on
aircraft. In the United States, many of these agreements were implemented
through the Trade Agreements Act of 1979, and most agreements went into effect
on January 1, 1980. However, the extent to which these nontariff agreements
and tariff concessions ultimately will benefit U.S. economic interests will
depend on events over the next several years, on the extent to which
signatories adhere to the agreements, and on the way the agreements are
applied and administered by each signatory.

The Multilateral Trade Negotiations (MIN) were opened under the auspices
of the General Agreement on Tariffs and Trade (GATT) in September 1973 at a
meeting of Ministers in Tokyo, giving rise to the popular name of the "Tokyo
Round" for this seventh round of multilateral trade negotiations under the
GATT. At that time, the Ministers adopted the Tokyo Declaration, which
formally launched the Multilateral Trade Negotiations. The Tokyo Declaration
stated that the negotiations would aim to "achieve the expansion and
ever—-greater liberalization of world trade and improvement in the standard of
living and welfare of the people of the world, objectives which can be
achieved, inter alia, through the progressive dismantling of obstacles to
trade and the improvement of the international framework for the conduct of
world trade." Among other things, the Tokyo Declaration specified that the
MTN would seek to "conduct negotiations on tariffs by employment of
appropriate formulae of as general application as possible"; and "reduce or
eliminate nontariff measures, . . . to reduce or eliminate their trade
restricting or distorting effects, and to bring such measures under more
effective international discipline." The negotiations would also include an
examination of the adequacy of the multilateral safeguard system, particularly
with regard to GATT article XIX, take special note of characteristics and
problems in the agricultural sector, and treat tropical products as a special
and priority sector.

The Tokyo Declaration took special note of developing, or less developed,
countries and specified various objectives of the MIN with regard to these
countries. The main objective was to bring developing countries into the
trading system as full participants, sharing the benefits, but also sharing
the obligations in accordance with their levels of economic development. This
objective would be attained by increasing the export earnings of developing
countries, diversifying their exports, accelerating the rate of growth of
their trade, improving the possibilities for these countries to participate in

29
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the expansion of world trade, and securing a better balance between developed
and developing countries in sharing the benefits resulting from expanded
trade. In addition, the Tokyo Declaration stated that the developed countries
would not expect full reciprocity from developing countries for commitments
which the developed countries made in the negotiations to reduce or remove
tariff and other barriers, nor would developing countries be expected to make
contributions inconsistent with their individual development, financial, and
trade needs.

Ninety-nine countries participated in the Tokyo Round, compared with 40
in the Kennedy Round and 20 in the Dillon Round. Twenty-nine of the countries
participating in the Tokyo Round were nonmembers or only provisional members
of the GATT. Among these were Mexico, most of the Central American countries,
Colombia, Venezuela, Bolivia, Bulgaria, Iran, the Philippines, Thailand,
Tunisia, and Algeria. 1/

The Tokyo Round was the GATT's seventh round of multilateral trade
negotiations. Previous rounds of multilateral trade negotiations succeeded
mainly in reducing industrial tariffs, but did little to restrict the use of
nontariff barriers to trade, which therefore have grown in relative
importance. The sixth round of multilateral trade negotiations, the Kennedy
Round, was the first to address the issue of nontariff barriers on a broad
scale, but the achievements in this area were limited. The major
accomplishment was an agreement on an international antidumping code which
brought national policies into closer harmony and eliminated some of the
trade-inhibiting features of national antidumping regulations. 2/

Compared with the Kennedy Round, the striking feature of the Tokyo Round
was the emphasis on nontariff measures: six agreements were negotiated in
order to remove nontariff obstacles in areas amenable to international codes.
These codes were designed to clarify, standardize, and harmonize the nontariff
policies of the signatory nations in areas covered by the codes. 1In addition,
the Tokyo Round achieved significant reductions in tariff rates, increased
market access and new rules in agricultural trade, reform of the GATT
framework, and a sectoral agreement in civil aircraft. In a few areas,
negotiations were not complete when the Proces-Verbal was opened for signature
in Geneva on April 12, 1979, ending the formal negotiation phase of the Tokyo
Round. Unfinished business included work on the safeguards code, on barriers
to trade in services, on a commercial counterfeiting code, and on a
Multilateral Agricultural Framework.

In certain respects, the Tokyo Round was similar to the Kennedy Round.
Notably, the Kennedy Round and the Tokyo Round differed from previous trade
negotiations in that the latest two made a serious effort to reduce barriers
to world trade in agricultural products. Negotiators during the Kennedy Round
achieved only limited success in their quest, however. Although they planned
to conclude commodity agreements in grains, dairy products, and meat, their
achievements consisted only of the International Grains Arrangement and
limited (though meaningful) tariff cuts in a number of agricultural products

1/ The Philippines became a full member of GATT on Jan. 1, 1980. Colombia
will become a member 30 days after the Colombian Congress ratifies the
protocol for the Accession of Colombia.

2/ A second major nontariff measure agreement dealt principally with U.S.
customs valuation practices, but the agreement was never implemented.
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of lesser importance. Tokyo Round negotiators successfully concluded

arrangements in dairy products and bovine meat, and also reduced tariffs on a
number of agricultural items of interest to U.S. exporters.

On April 12, 1979, a Proces-Verbal containing the final substantive
results of the Tokyo Round of trade talks was opened for signature. The text
noted that comprehensive records of commitments offered on agricultural and
industrial tariffs up to that date were being deposited with the GATT
Secretariat by 14 delegations (Australia, Austria, Bulgaria, Canada,
Czechoslovakia, the European Economic Community (EEC), Finland, Japan,
Hungary, New Zealand, Norway, Sweden, Switzerland, and the United States) and
that these were to be used to establish the schedules of concessions to be
subsequently attached to an appropriate protocol. The Proces-Verbal also
contained the texts of the nontariff codes that had been agreed upon and a
pledge to continue work on the safeguards code. Twenty-three countries,
including only one less developed country, initialed the Proces-Verbal:
Argentina, Australia, Austria, Bulgaria, Canada, Czechoslovakia, Finland,
Hungary, Japan, New Zealand, Norway, Sweden, Switzerland, the United States,
and the nine EEC members.

Most of the schedules of tariff concessions were incorporated into the
legal structure of the GATT by the Geneva (1979) Protocol to the GATT which
was opened for signature on July 11, 1979. The Geneva Protocol contained the
schedules of concessions on tariffs of Argentina, Austria, Canada,
Czechoslovakia, the EEC, Finland, Hungary, Iceland, Jamaica, Japan, New
Zealand, Norway, Romania, South Africa, Spain, Sweden, Switzerland, the United
States, and Yugoslavia. The Protocol was signed immediately by Argentina,
Canada, Finland, Norway, Sweden, and the United States. By the end of the
year, it had been signed by all of the remaining countries except
Czechoslovakia, Romania, Spain, and Yugoslavia. It remained open for
acceptance until June 30, 1980. On January 1, 1980, the Protocol entered into
force for those countries which had accepted it by that date, and it will
enter into force for other countries upon their acceptance.

In November 1979, a second legal instrument, The Protocol Supplementary
to the Geneva (1979) Protocol to the GATT, was opened for signature. The
Supplementary Protocol contained additional tariff concessions from some of
the countries covered in the original protocol, plus concessions from a number
of other countries, including Australia, Brazil, Chile, the Dominican
Republic, Egypt, Haiti, India, Indonesia, Israel, Ivory Coast, Korea,
Malaysia, Pakistan, Peru, Singapore, Uruguay, and Zaire. Many of the offers
of tariff concessions from less developed countries resulted from bilateral
negotiations with the United States, but they will be granted to all GATT
signatories on a most-favored-nation basis.

The Geneva (1979) Protocol and the Supplementary Protocol marked the
formal conclusion of the Tokyo Round tariff negotiations. Tariff commitments
made by Bulgaria in the negotiations could not be incorporated in a GATT
protocol because Bulgaria is not a member of GATT but were annexed to a
separate legal instrument done at the same time as the Geneva (1979)

Protocol. Also, tariff concessions made by the three countries--Colombia,
Mexico, and the Philippines--which conducted tariff negotiations in connection
with their accession to the GATT in the context of the Tokyo Round were
annexed to their Protocols of Accession. 1/

1/ Mexico subsequently announced it would not accede to the GATT at this
time. Consequently, the Mexican Protocol of Accession and the concessions
annex thereto will never become effective.



The MIN agreements on tariff reductions and the nontariff agreements were
opened for formal signature on December 17, 1979. 1Initial signators of the
entire package were Argentina, Austria, Canada, the EEC, Finland, Hungary, New
Zealand, Norway, Sweden, and Switzerland. Chile had submitted a letter on
October 25 indicating its intention to sign. Signing only the tariff
agreement were the Dominican Republic, Egypt, Iceland, Israel, Ivory Coast,
Jamaica, Singapore, and Zaire. Table 7 gives the status of the Tokyo Round

MIN agreements as of January 1, 1980, the date many of the agreements entered
into effect.

In the United States, the agreements negotiated in Geneva were
implemented through the Trade Agreements Act of 1979 (Public Law 96-39). This
bill was signed by President Carter on July 26, 1979, but most MTN provisions
did not take effect until January 1, 1980. In order for an MIN agreement to
become part of U.S. trade law, it was necessary for President Carter to
determine that each major foreign industrial country was also accepting the
agreement. However, the Act also specified that under certain conditions, the
President could accept an agreement if all but one major industrial country
accepted the agreement.

Summary of Results of Tariff Negotiations

Previous trade negotiations have focused mainly on tariff reductions.
During the Kennedy Round, tariffs were reduced by an average of 35 percent for
dutiable industrial products and by 20 percent for agricultural products.
Although average tariffs in industrial countries had been reduced to
historically low levels by the time of the Tokyo Round, nonetheless, these
negotiations achieved a further substantial reduction in tariffs.

Specifically the industrial countries pledged to reduce tariffs on dutiable
industrial products by an average of about one-third. 1/ It is estimated that
some 127 billion dollars' worth of trade (at 1976 values) in industrial goods
will be affected by the tariff reductions. This accounts for about 60 percent
of advanced country imports of industrial goods. Another 32 percent were
already duty free, leaving only 8 percent of imports. of industrial products on
which no reduction would be granted. In agriculture, nearly 15 billion

dollars' worth of trade (at 1976 values), comprising 30 percent of advanced
country imports of agricultural products, will benefit from tariff concessionms.

Most of these tariff reductions will be implemented in eight annual steps
beginning January 1, 1980 and ending January 1, 1987, but there are numerous
deviations from this pattern. For example, in certain semsitive sectors (such
as textiles, apparel, and steel), the tariff reductions are to begin on
January 1, 1982, and proceed in six annual stages. Nothing prevents
signatories from implementing the reductions in fewer stages or at earlier
dates, and, in fact, some of the important agricultural concessions that were
made to each other by the United States and the European Economic Community
were implemented in full on January 1, 1980. For the most part, the less

1/ All averages in this section, unless otherwise noted, are trade-weighted
averages computed on the basis of merchandise imports for 1976, the latest
year for which complete trade data were available during the negotiatioms.
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developed countries will not reduce tariffs according to the formula used by

advanced countries, but LDC's did make tariff concessions through various
bilateral agreements (see section beginning on page 57).

Some economists have argued that the negotiated tariff reductions are
fairly insignificant. If a country's average tariff rate for manufactured
imports were 10 percent, for example, a 30-percent cut in the tariff rate
spread out over 8 years would reduce the import price of manufactured goods,
on average, by less than 0.4 of 1 percent each year

Distribution of tariff reductioms

At the outset of the Tokyo Round, various alternative techniques for
tariff reduction were proposed. Two approaches were most favored. Both the
EEC and Japan favored a technique of harmonization, whereby the higher tariffs
would be subject to greater percentage reductions. The purpose of this
proposed approach was to reduce disparities among tariff rates. The United
States proposed a linear reduction (on all tariffs) of 60 percent, the maximum
reduction allowed for U.S. tariffs under the Trade Act of 1974. The linear
approach--with its uniform, across-the-board, percentage reduction--was used
during the Kennedy Round. The alleged advantage of this approach is that it
can be used to achieve different objectives, primarily through the use of
exceptions to the uniform reduction. The alleged disadvantage of the linear
approach is that it does not harmonize the tariffs; i.e., some products will
continue to have much higher tariffs than others. 1/

In September 1977, the United States Special Trade Representative
(Ambassador Robert Strauss) and the European Communities' Commissioner for
External Relations (Mr. Wilhelm Haferkamp) agreed to accept a tariff-cutting
formula proposed by Switzerland. Most other advanced countries accepted the
Swiss proposal as a working hypothesis shortly thereafter. The Swiss formula
is expressed algebraically as:

where X represents the initital rate of import duty applied, A is a
coefficient to be agreed upon, and Z is the resulting reduced rate of duty.
This formula reduced higher tariffs by a greater proportion and lower tariffs
by a lesser one, thereby harmonizing the individual tariff rates throughout a
country's tariff schedule. If the same coefficient were used by all
countries, it also would effect deeper average cuts for countries with
relatively high average tariff levels and smaller average cuts for countries
with lower average tariff levels, the end result being the harmonization of
average tariff levels among countries. The EEC, the Nordic countries, and
Australia used a coefficient of 16, while the United States, Japan, and
Switzerland used a coefficient of 14 (the smaller the coefficient the more a
given tariff is reduced). Canada employed its own formula, and certain other
countries such as New Zealand resorted to an item-by-item technique. If
applied without exception, the Swiss formula would have reduced U.S. tariffs
by 42 percent, EEC tariffs by 43 percent, Japanese tariffs by 68 percent (from
applied rates), and Canadian tariffs by 39 percent (from applied rates). 2/

1/ The Tokyo Round of Multilateral Trade Négptiations, Report by the
Director-General of GATT, April 1979.

2/ Estimates of the Congressional Budget Office in "The Effects of the Tokyo
Round of Multilateral Trade Negotiations on the U.S. Economy: An Updated
View," July 1979, p. 11.
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The Swiss formula was not applied uniformly, however. The tariff rates
for certain items were not cut at all, while the reductions in other tariff
rates were larger or smaller than they would have been according to the
formula. 1In addition, starting rates were sometimes the actual tariff rates
in use, while other times they were the bound GATT rates. 1/ As a result, the
actual reductions in overall tariff rates for advanced countries are generally
somewhat lower than they would have been had the Swiss formula been applied
uniformly.

The MIN tariff agreements will result in overall industrial tariff cuts
averaging around 33 percent for advanced countries. U.S. tariffs will be
reduced by an average of 32 percent, EEC tariffs by an average of 27 percent,
Canadian tariffs by an average of 38 percent, and Japanese tariffs by an
average of 50 percent. For Canada and Japan, this represents the reduction
from the bound rates; the reductions from the rates actually applied are 32
percent for Canada and 28 percent for Japan. In the United States, Japan, and
Canada, the average depth of cut on dutiable manufactured imports will be
greater than on dutiable agricultural items, while in the EEC, the average
depth of cut on dutiable agricultural imports will slightly exceed the average
depth of cut on manufactured items.

Because patterns of trade differ among countries, the average tariff
reduction which any country enjoys for the specific products it exports to
another will, in general, differ from the overall averages just cited.
However, the United States and the EEC will make nearly equal cuts of
approximately 35 percent on tariffs affecting each other's products. By
contrast, the United States will reduce its tariffs on Canadian products by
about 44 percent, while Canada will cut tariffs on U.S. products by less than
29 percent. The United States is to reduce duties on imports of Japanese
products by 32 percent, compared with a 14 percent cut by Japan on U.S.
products. However, if only nonagricultural imports are considered, Japan will
reduce its duties on U.S. exports by 47 percent and Canada will reduce its
tariffs on U.S. products by 35 percent from applied rates.

1/ Bound rates mark the upward limit on tariffs that each country may apply
under the terms of the GATT. However, Canada and Japan have made nonbinding
unilateral reductions in the tariffs they apply on certain products. As a

result, these two countries now apply tariffs that are lower than the bound
rates.
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The following table compares some of the average tariff rates prevailing
before the MIN with those that will apply after all of the reductions have
been implemented.

Table 8.--Average tariff rates on dutiable imports before
and after tariff reductions

: All : Dutiable : Dutiable : .
Country or entity : dutiable : agricultural : manufactured : Ot@er dutiable
. . . imports 2/
: imports imports : imports 1/ : =
United States: : : : :
Before : 8.1 : 8.7 : 8.1 : 4.1
After : 5.6 : 7.2 : 5.6 : 2.0
EC: : : : H
Before : 9.9 : 7.0 : 10.0 : 10.2
After : 7.0 : 4.9 : 7.1 : 7.0
Japan: 3/ : : : :
Before : 14.0 : 14.0 15.3 : 1.7
After : 12.5 : 13.5 13.4 : 1.6
Canada: 3/ : : : :
Before : 12.5 : 6.5 : 12.8 : 4.3
After : 9.0 : 5.2 ¢ 9.1 : 2.2

1/ This classification, including SIC groups 21-28 and 30-99, is not
identical with that referred to elsewhere as '"industrial products,'" a somewhat
differently defined category employed by the United States Trade Representa-
tive.

2/ This category includes basic minerals and ores, coal and petroleum, and
coal and petroleum products.

3/ For Canada and Japan, the figures shown refer to reductions in applied
tariff rates. Reductions in bound rates are higher.

Source: Office of the United States Trade Representative in a paper
prepared by the Congressional Budget Office entitled: '"The Effects of the
Tokyo Round of Multilateral Trade Negotiations on the U.S. Economy: An
Updated View," July 1979.

The table shows that the United States, which had the lowest overall duties
before the MIN, will continue to apply the lowest duty rates after the tariff
concessions are fully implemented, even though the percentage point reductions
in EEC and Canadian tariffs will be larger than such reductions in U.S.

rates. However, the effect of these tariff reductions on total import prices
is somewhat less than might appear from the table since only 43 percent of
total U.S. imports are currently dutiable. By comparison, 41 percent of total
EEC imports, 37 percent of Japanese imports, and 54 percent of Canadian
imports are dutiable.

On an industry basis, the deepest tariff cuts have been in the following
sectors: nonelectrical machinery, wood products, chemicals, and transport
equipment. The deeper-than-average cut on transport equipment reflects the
dismantling of most obstacles to trade in products falling under the civil
aircraft agreement negotiated during the Tokyo Round. A complete discussion
of the aircraft agreement begins on page 70. Less than average cuts were made
in import-sensitive sectors such as textiles, leather, and rubber. The United
States also afforded special treatment to some stone, clay, and glass
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products. The Office of the United States Trade Representative has prepared a
table which shows the differences between tariff rates actually agreed on and
the rates called for by the Swiss formula on a 2-digit SIC level (table 9). A
negative entry indicates that the tariff cut was smaller than required by the
formula. Generally, the larger negative entries are in industries considered
particularly sensitive to increased import competition. It should be noted,
however, that at the level of aggregation represented in the table, very few
tariff cuts are as large as the formula calls for.

Employment effects

Studies of the effects of the MIN tariff cuts on employment generally
have concluded that these reductions will have only very small effects on
employment in the United States. The multilateral tariff reductions are
expected to increase annual U.S. exports by an estimated $3.3 billion and U.S.
imports by $2.6 billion over an 8-year period. 1/ This would lead to a $700
million improvement in the annual U.S. trade balance and have a small, but
positive, effect on employment in the United States. Taking into account both
the direct and indirect effects on employment of the MIN tariff reductionms,
the U.S. Department of Labor has estimated that more than 167,000 jobs will be
created by the growth of U.S. exports, while fewer than 137,000 job
opportunities will be lost owing to increased imports. Thus, the tariff
reductions are expected to create a net 30,000 new job opportunities for U.S.
workers. 2/ Most of the losses in job opportunities will not result in
layoffs of U.S. workers. Instead, the declines in job opportunities
experienced in certain industries will most likely be offset by normal growth
in other industries, voluntary job transfers, and retirements.

The resulting change-in-employment effect varies considerably from
industry to industry. Increased job opportunities are anticipated in over
two-thirds of the individual agricultural, mining, and manufacturing sectors,
and in nearly all of the service sectors. The most significant increases are
expected in the following industries: computers and office machines,
semiconductors and electronic components, aircraft and aircraft equipment,
electrical machinery, construction and mining equipment, paper products,
machine shop tools, metal working machinery, chemicals, and scientific
instruments. These industries employ relatively sophisticated, modern
technologies, and highly skilled workers. A net decline in job opportunities
is probable in the following sectors: stone and clay products; textiles;
apparel; jewelry; watches and clocks; games and toys; and radio and TV sets.
In general, these are industries that are relatively labor intensive, or that
make use of simple well known technologies. The adverse impact on employment

1/ U.S. Department of Labor estimate.

2/ The impact of nontariff barriers on employment is not taken into account
in the Labor Department study "Trade and Employment Effects of Tariff
Reductions Agreed to in the MTN," June 15, 1979.



Table 9.--Differences between Swiss formula tariff reductions and final
Tokyo round reductions

(In percent)

SIC : : H :
category : t EC : Japan 1/ : Canada 1/
01 Agricultural products (crops)--: : -5 -14.3 : -1.0
02 Agricultural products : H : H
(livestock) : T A -5.3 : -.3
08 Forest products : : -1.3: -3.1 ¢ .1
09 Fishing, hunting, and : : H : : ,
trapping : : .8 : -1.8 : -.7
10 Basic metals (unprocessed)----- : : -.1l: -.1: -.1
12 Bituminous coal and lignite-—--: T -2 -1.9 ¢ -
14 Nonmetallic minerals, except s s :
fuels H . -.9: =2.4 ¢ -.5
20 Food and kindred products———-—- : : -.9: -13.6 : -.9
21 Tobacco products : s - 3 -340.8 : -8.2
22 Textile mill products——=———==—=- : s -2.5: -3.7 ¢ -3.6
23 Apparel and other textile : : : :
textile products : : 4.7 ¢ -6.4 ¢ -8.9
24 Lumber and wood products——-—-——-—-— H s -1.4 ¢ -2.3 : -1.5
25 Furniture and fixtures———---—--- : . -4 -4 -3.1
26 Paper and allied products———-——--— : : -1.8 : -1.7 : 4
27 Printing and publishing-—==-—-- : : -7 .3 3.7
28 Chemicals and allied products--: : -l.4 -1.4 -2.6
29 Petroleum and coal products-—---: : -1.3: -1.6 : -1.6
30 Rubber and miscellaneous : : : :
plastic products : : -2.3: -2.0 : -3.3
31 Leather and leather products——-: T -.9: 4.3 : -4.3
32 Stone, clay, and glass : : : :
products : : -1.7 : -1.0 -.6
33 Primary metals : : -.6: -.5: -3.0
34 Fabricated metal products——---- : s =.7: -2 3 -.5
35 Machinery, except electric——--- : : =4 A -.3
36 Electric machinery and : : : :
electronic equipment——---——-- : : =2.4 : .3 1.7
37 Transportation equipment———---- : t -1.5 ¢ 2.1 : -.5
38 Instruments and related : s H :
products : : -5 0 s .3
39 Miscellaneous manufactured : : : :
products : : -4 -2.7 : -.7
99 Miscellaneous commoditieg————-- : s -.7: -1.8 : A
Not otherwise classified-—————- : -9 -1.6 : -.5

oo oo

actual reductions in applied rates.

Source:

Office of the United States Trade Representative.

Note.--Negative entries denote less—than-formula reduction.

1/ For Canada and Japan, these figures represent formula reductions and



in the textile and apparel industries is sometimes overstated because
bilateral agreements, renegotiated and extended from time to time, obligate
supplying countries to limit their exports to the United States and/or to

consult in order to avoid market disruption. Certain provisions of some
agreements were made more restrictive inm 1979. 1/

The MTN tariff reductions will also cause some shifts in employment on a
geographic basis; however, the overall effect on total employment is expected
to be very small. Employment is expected to increase in the Western, Mid-
western, and certain Southern States, such as Texas, Arkansas, and Louisiana.
This reflects the general gains that tariff reductions will bring to
agriculture and to high-technology industries. Employment is expected to
decrease in the Northeastern, Middle Atlantic, and most Southeastern States,

because these areas are characterized by older, traditional manufacturing
industries.

Agriculture agreements

Most agricultural trade barriers consist of quotas, variable levies,
special commodity agreements, and similar nontariff barriers which, for the
most part, reflect domestic policy objectives. Tariffs represent only a small
part of agricultural protectionism. During the Kennedy Round and previous
trade negotiations, most of the concessions in agriculture consisted of tariff
cuts. Although attempts were made during the Kennedy Round to negotiate
internat?onal arrangements to liberalize trade in meats and dairy products,
these efforts were unsuccessful.

The agreements reached in the Tokyo Round provide for the reduction of
tariff and nontariff barriers and for key duty bindings in major U.S.
agricultural export markets. On January 1, 1980 the United States and the
European Economic Community fully implemented many of the important
agricultural concessions made to each other, rather than staging reductions
over the 8-year period being used for other products. The benefits of these
agreements are important to the United States for a number of reasons.
Agriculture is the largest industry in the United States and generates about
one-fifth of all jobs. On the average, almost one-third of each harvested
acre produces for export, but this ratio is higher for many commodities such
as soybeans, wheat, rice, cotton, tobacco, cattle hides, tallow, and almonds.
In fiscal year 1979, U.S. agricultural exports totaled about $32 billion,
twice the level of agricultural imports. The U.S. Department of Agriculture
has estimated that, when fully implemented, the agricultural agreements will
result in at least $500 million in increased annual exports, in the short run.

The United States requested concessions from other countries on products
representing 4.7 billion dollars' worth of U.S. exports in 1976. 1In response,
tariff and quota concessions were made to the United States on 480 products,
valued at $3.8 billion in 1976. These exports represented 16 percent of U.S.

1/ For details on the nature of these agreements and statistics on restraint
levels, see pp. 27-28.
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agricultural exports and almost one-fourth of U.S. farm exports subject to
foreign import barriers. Products covered include high-quality beef, pork,
turkey, soybeans, fresh and canned fruit, fruit juices, almonds, cotton, and
tobacco. For some of these items, the United States already has major markets
that concessions will help to preserve or expand. Other items have not been
major export items in the past, but have a high growth potential.

Concessions from advanced countries accounted for over 75 percent of the
trade value on which the United States received concessions. Japan accounted
for about one-third of the trade value, the EEC for 28 percent, and Canada for
13 percent. Of the concessions which the United States received from
developing countries, Taiwan accounted for about 16 percent of the trade

value, and Mexico, 1/ the Philippines, Korea, and India for almost all of the
remaining 7 percent.

The United States made tariff concessions on agricultural products, for
which imports amounted to about $2.6 billion in 1976. Approximately
one-quarter of these were imports from advanced countries and included such
items as fresh or frozen beef, lamb meat and wool, live cattle, and certain
baked grain products. For most of these products, imports are expected to
increase only marginally. However, the United States reduced the duties on
wool by 60 percent, so that annual imports of wool are expected to increase by
$6 million. Most of the rest of the concessions were to developing countries,
on oils, inedible molasses, fruits and vegetables, and preserved beef.

The United States made a number of reductions in duties on dairy
products, including butter, butter products, Swiss, Cheddar, and Italian style
cheeses. The duty reductions are expected to have no significant impact on
the quantity of U.S. imports, because all of these items are subject to
quotas. The United States also reduced the duty on casein mixtures from 1.3
cents per pound to 0.2 cent per pound, or by about 2 percentage points, and
this reduction is expected to increase imports by about $200,000.

The United States increased some quotas on cheese, applied under section
22 of the Agricultural Adjustment Act (7 U.S.C. 624). However, at the same
time, the United States brought additional types of cheese under quota
control. This action put about 85 percent of U.S. cheese imports under quota
beginning in 1980, compared with 50 percent previously subject to quotas. The
cheeses brought under quota for the first time are the so-called "price-break"
cheeses. Prior to January 1, 1980, these cheeses entered the United States
free of quota restrictions if priced (f.o.b. country of origin) at or above
the Commodity Credit Corporation's purchase price for Grade A Cheddar cheese
plus 7 cents. Imports of price-break cheeses have grown more rapidly than
have other U.S cheese imports. In the mid-1960's, price-break cheeses free of
quota accounted for about 10 percent of total U.S. cheese imports. Currently,
they account for 40-45 percent of total U.S. cheese imports, and account for
virtually all of the cheese import growth since the mid-1960's.

Assuming that the quotas will be filled, the new quota level of about
111,000 metric tons will mean an increase in the value of 1980 cheese imports
of about $121 million over the 1976 level and $56 million over the 1978 level.

1/ Subsequent to the period covered by this report, Mexico announced that it

would not join the GATT, and consequently the Mexican concessions will not be
implemented.
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However, some of this increase would have occurred even in the absence of the
new quotas, through the normal operation of the price-break system.

The United States has also agreed not to take countervailing duty
action--under title I of the Trade Agreements Act of 1979 or section 303 of
the Tariff Act of 1930--against subsidized cheese within the quota limits as
long as the subsidies do not result in sales of foreign cheese into the United
States at a price below U.S. wholesale cheese prices. Section 702 of the
Trade Agreements Act of 1979 details the means by which the enforcement of
quotas and the remedy for subsidized-price undercutting are to be handled.
Beginning on January 1, 1980, and not later than January 1 of each year
beginning with 1981, the Secretary of the Treasury, in consultation with the
Secretary of Agriculture, shall determine the type and value of cheese
subsidies. Any person may make a written complaint to the Secretary of
Agriculture, alleging that the price at which any article of quota cheese is
offered for sale in the United States on a duty-paid wholesale basis is less
than the domestic wholesale market price of similar articles produced in the
United States, and that a foreign govermment is providing a subsidy with
respect to such articles of quota cheese. The Secretary of Agriculture then
has 30 days to investigate the validity of these allegations. If price
undercutting is found, the foreign government will be notified and have 15
days in which to remedy the situtation. If, within 15 days after receiving
this notification, the foreign government does not eliminate the subsidy or
take action to ensure that the duty-paid wholesale price of the article of
quota cheese will not be less than the domestic wholesale market price of
similar articles produced in the United States, the Secretary of Agriculture
shall recommend that the President impose a fee or quantitative limitation in
the cheese imports. The President then has 7 days to impose such fees or
quotas. However, in the event that the President finds the Secretary's report
to be unsubstantiated by fact, he can direct the Secretary of Agriculture to
reconsider the case for another 7 days.

International arrangements were reached concerning bovine meat and dairy
products. Both arrangements went into effect on January 1, 1980, for 3-year
periods, with provisions for further 3-year extensions. Under the Arrangement
Regarding Bovine Meat (which covers beef, veal, and live cattle), an
International Meat Council has been set up within the GATT framework to
monitor and evaluate the world supply and demand situation, to serve as a
forum for consultation among signatory governments, and to identify possible
solutions to any imbalances in international meat trade. Signatories to the
arrangement have agreed to provide data on meat production, consumption, and
prices. Council decisions are reached on a consensus basis and are
nonbinding. The arrangement may promote stability and expansion of world meat
markets by providing a multilateral forum to discuss reductions in trade
barriers. This should benefit U.S. meat exporters who have periodically been
closed out of foreign markets. The economic cost of the arrangement to the
United States will be very small, since there are no economic provisions in
the arrangement requiring U.S. action.

The International Dairy Arrangement is similar to the Meat Arrangement in
most respects. It covers all dairy products and establishes an International
Dairy Products Council within the GATT to review the situation in world trade
in dairy products and to facilitate consultation among signatories. The
arrangement also has established three protocols, which set minimum prices for
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international trade in milk powders, milk fats (including butter), and certain
types of cheese. The U.S. industry should not be affected by these minimum
prices, because they are well below U.S. current market and support prices.
Hence, the economic cost to the United States of the arrangement will be
minimal. In addition, the arrangement may have a positive effect on markets
for products used as inputs to the dairy sector, such as feed grains, of which
the United States is a substantial exporter.

Unfinished agricultural business

When the MTN agreements were initialed in April 1979, negotiators agreed
on the principle of establishing a cooperative framework for agriculture, but
were unable to conclude the text. Work on this Multilateral Agricultural
Framework continued throughout 1979. The proposed framework would establish a
group--with membership open to all Contracting Parties and governments having
participated in the Multilateral Trade Negotiations--which would follow
developments in trade policies and other matters relating to international
trade in agricultural products. It was expected that this advisory body would
consult in advance on emerging problems in agricultural trade to facilitate
the resolution of such problems before they led to political or commercial
confrontation. As it became apparent that agreement on such a framework could
not be reached before the MIN was formally concluded, the contracting parties
requested the Director General to consult with interested parties on this
matter and report to the Contracting Parties in 1980.

Negotiations have not been completed on increased access for U.S. almonds
and citrus exports into the European Economic Community. Without a lowering
of duties on these products, U.S. producers are concerned that they may be
closed out of EEC markets when Spain joins the Community.

The United States has also asked Spain to remove its quantitative limits
on soybean o0il before it joins the EEC. The U.S. negotiators charged that the
quotas are illegal under the GATT.

The MIN Agreements on Nontariff Measures

In contrast to earlier rounds of trade negotiations, the results of the
Tokyo Round are extremely comprehensive in scope. In addition to the
Arrangements on Meat and Dairy Products discussed above, there were included
among the results: six major agreements establishing rules of conduct in
nontariff areas which can affect trade, an agreement on reform of the GATT
framework, and a sectoral agreements on trade in civil aircraft.

The six nontariff measure agreements are often viewed as the most
important results of the Tokyo Round. Each of the agreements possesses the
following characteristics: (a) detailed regulations establishing mechanisms
for consultations between signatories and for settling disputes; (b) different
treatment of advanced and developing countries so that developing countries
are not put under the same obligations as advanced countries, although they
are expected to do as much as their stages of development warrant; and (c)
establishment of a special committee of signatories to the Agreement to
consider contested issues.
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The six codes agreed to in the Tokyo Round are: The Agreement on
Government Procurement, the Agreement on Interpretation and Application of
Articles VI, XVI, and XXIII of the General Agreement on Tariffs and Trade (the
Subsidies/Countervailing Duties Code), the Agreement on Implementation of
Article VI of the General Agreement on Tariffs and Trade (the Antidumping
Code), the Agreement on Implementation of Article VII of the General Agreement
on Tariffs and Trade (the Customs Valuation Code), the Agreement on Technical

Barriers to Trade (the Standards Code), and the Agreement of Import Licensing
Procedures.

Agreement on Government Procurement

This agreement calls upon all signatory govermments, in making
procurement decisions in the areas covered by the Agreement, to grant products
originating in any other signatory country treatment "no less favorable" than
that afforded to domestic products or to the products of any other country.
The purpose of the code is to ensure that covered contracts are awarded on a
nondiscriminatory basis. The code specifically pertains to article III of the
GATT regulations, which permitted discrimination against foreign firms bidding
for contracts of government agencies. 1/ Rules are established regarding
govermment qualifications of suppliers, publication of bid opportunities and
all information necessary to submit a bid; procedures to be followed in
opening and awarding bids; provision of information on bid awards to those who
have participated and request it; and rights to file complaints. In addition,
the Govermment Procurement Agreement calls for the establishment of a
commi ttee composed of representatives of each of the signatory parties to
monitor compliance with the Agreement. If a dispute cannot be settled by
consultation among the parties involved, the committee can appoint a panel to
examine the dispute and issue whatever rulings it deems appropriate. Beyond
the issuing of a ruling, no enforcement power is available to the committee.

The Agreement applies to purchases valued in excess of 150,000 Special
Drawing Rights (equivalent to about $195,000 in mid-1979). Services
"incidental to the supply" of products are included as long as they represent
less than 50 percent of the contract value. Entities to which the procurement
code applies are listed in the agreement and include almost all the central
government entities of the major advanced countries. The agreement does not
apply to service contracts (except those incidental to the purchase of goods),
construction contracts, national security items, purchases by State and local
govermments (with or without Federal funds), or purchases by any entity which

1/ Art. III:4 of the GATT states that "the products of the territory of any
contracting party imported into the territory of any other contracting party
shall be accorded treatment no less favourable than that accorded to like
products of national origin in respect of all laws, regulations and
requirements affecting their internal sale, offering for sale, purchase,
transportation, distribution or use." However, Art. I1I1:8(a) states that "the
provisions of this Article shall not apply to laws, regulations or
requirements governing the procurement by governmental agencies of products
purchased for govermmental purposes and not with a view to commercial resale
or with a view to use in the production of goods for commercial sale." Art.
II1:8(b) continues: "The provisions of this Article shall not prevent the
payment of subsidies exclusively to domestic producers, including payments to
domestic producers derived from the proceeds of internal taxes or charges
applied consistently with the provisions of this Article and subsidies
effected through govermmental purchases of domestic products."
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has not been specified as being covered. Furthermore, not all central
government entities are covered. Many signatories, including the United
States, have excluded their principal agencies in the fields of power
generation, transportation, and telecommunications. In addition, in its
domestic implementation of this agreement, the United States provided that
purchases under its small and minority business set-aside programs and of
products produced in labor-surplus areas be excluded from the code's
provisions.

The procedures are patterned after U.S. procurement regulations and will
require little change in U.S. practices. The U.S. implementing legislation

simply gives the President the authority to waive preferences for domestic
producers under the Buy American Act of 1933.

The procurement code is not scheduled to enter into force until January
1981. Each signatory has attached to the agreement a list of entities (e.g.
governmental ministries and departments) to which the provisions of the code
will apply. The United States has taken the position that Japan still needs
to broaden its offer of entities to be covered by the code in order to provide
reciprocally equivalent coverage. The U.S. implementing legislation
stipulates that producers from major industrial countries that do not sign the
agreement, or do not provide appropriate reciprocal opportunities to U.S.
products and suppliers of such products, will be completely barred from U.S.
procurement for covered contracts.

This agreement is considered particularly advantageous for the United
States, mainly because govermments traditionally purchase large quantities of
the kinds of highly sophisticated electronic, communications, and
transportation equipment in which U.S. producers often enjoy a competitive
advantage. It has been estimated that the Agreement will open procurement
markets, amounting to upwards of $20 billion, which have been largely closed
to U.S. suppliers. Estimates on the net gain in U.S. employment resulting
from implementation of this Agreement range from 1,600 to 100,000 jobs. 1/

Agreement on Interpretation and Application of Articles VI, XVI, and XXIII of
the GATT (Code on Subsidies and Countervailing Duties)

This agreement, which enters into force Jan. 1, 1980, clarifies and
strengthens the provisions on these measures already found in GATT articles
VI, XVI, and XXIII. It aims to ensure that the use of subsidies by any
signatory does not harm the trading interests of another signatory and that
countervailing measures do not unjustifiably impede international trade. The
Agreement recognizes that governments use subsidies to realize certain
economic and social objectives. At the same time, the Agreement makes clear
that subsidies can also have harmful effects on trade and production in other
countries. In the past, the GATT has prohibited the payment of government
subsidies designed to promote exports at the expense of other signatories to
the agreement, but has specifically allowed the payment of these subsidies
"exclusively to domestic producers.'" Signatories to the new Agreement
undertake to avoid subsidies that would cause injury to industries of other
signatories or displace their products in the markets of the subsidizing
country, nullify the benefits granted by tariff concessions, or prejudice the

1/ The lower estimate comes from a study by Alan V. Deardorff and Robert M.
Stern entitled An Economic Analysis of the Effects of the Tokyo Round of
Multilateral Trade Negotiations on the United States and the Other Major
Industrialized Countries, p. 84. The estimate assumes flexible exchange

rates. The higher estimate comes from the Office of the United States Trade
Representative.
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interests of other suppliers to third-country markets. The Agreement also
contains an illustrative list of export subsidies that should not be granted.
Under the code, signatories commit themselves not to subsidize exports of
manufactured products and minerals, and to limit the export subsidies which
they grant on agricultural, fishery, and forest products. In the past,
minerals have been regarded as basic materials, but are now classed with the
manufactured products and are thus subject to the stricter provision applying
to these. ’

The code also reaffirms the GATT principle that countervailing duties be
imposed in accordance with the provisions of article VI of the GATT, which
requires demonstration that the subsidized imports in question are in fact
responsible for causing injury to the domestic industry which has lodged the
complaint. The most important element is the criterion of '"material injury,"
which creates a common internationally recognized basis and prerequisite for
the imposition of countervailing duties. U.S. implementing legislation
defines "material injury" as "harm which is not inconsequential, immaterial,
or unimportant.”" 1/ The code also outlines the considerations that should
enter into a finding of injury and provides guidelines for the size and
duration of countervailing duties.

The code specifically exempts less developed countries from the
prohibition against export subsidies, providing for their "commitments" to
eliminate these subsidies as their economic development allows.

Agreement on Implementation of Article VI of the GATT (Code on Antidumpingl

Tokyo Round negotiators agreed on a revision of the GATT Antidumping
Agreement, which was negotiated by a group of major industrialized countries
during the Kennedy Round. The revised agreement, which clarifies existing
GATT provisions on dumping outlined in article VI, details more finely the
definition of dumping, the nature of the injury to the domestic industry that
must be shown before antidumping duties can be imposed, the types of action
that governments may take to prevent dumping, the procedures that should be
followed before any action is taken, and brings these provisions into line
with the relevant provisions of the agreement on Subsidies and Countervailing
Duties. The agreement entered into force on January 1, 1980. The
implementation of this agreement should have little immediate effect on the
United States for two reasoms. First, current U.S. practice is generally in
conformance with the provisions of the code. Second, few U.S. products are
likely to be subject to antidumping duties in other countries.

1/ Material injury is not specifically defined in Art. VI of the GATT. The
new agreement provides that material injury tests be based on an objective
examination of both the volume of subsidized imports and their effect on
prices in the domestic market for like products, and the consequent impact of
these imports on domestic producers of such products.
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Agreement on Implementation of Article VII of the GATT (Code on Customs
Valuation)

This Agreement is designed to establish a uniform, fair, neutral, and
predictable international system for valuing imports for the purpose of
assessing ad valorem duties. Uncertainty about the valuation of goods for
import duty purposes may be a worse impediment than the duty itself, since by
changing the basis for determining the value of imported goods, customs
officials can raise or lower duties collected, independent of tariff rates.
Under this agreement, the price which forms the criterion for customs
valuation should basically be the transaction value of the imported
goods—-""the price actually paid or payable for the goods when sold for export"
plus certain other costs and expenses associated with the transaction. If no
such value can be found, customs officials are to rely on the transaction
value of identical goods (or similar goods, if identical goods are not
available) for export to the same country of importation. If neither of these
are available, the resale price of the imported goods less the necessary
expenses after importation is used, or alternatively, the value is based on
cost of production. Finally, if the customs value cannot be determined by any
of these five methods, it is to be determined by any reasonable means

consistent with the general provisions of the Agreement and Article VII of the
GATT.

Certain methods of determining the value for customs purposes which have
been used by various countries were clearly contrary to GATT article VII. 1In
many cases, these procedures were in effect before 1947, when the General
Agreement was drawn up. The original contracting parties to the GATT in 1947
acceded only provisionally under the Protocol of Provisional Accession. Among
other things, the Protocol of Provisional Accession contained a clause that
provided that Part II of the General Agreement, (which contains article VII)
was to be applied "to the fullest extent not inconsistent with existing
legislation.”" 1Included in this category of existing legislation was one U.S.
basis for valuation: the American Selling Price (ASP). Under the ASP, some
products--benzenoid chemicals, rubber-soled footwear, canned clams, and
certain knit gloves--were valued for customs purposes not on the basis of
their export value, but on the basis of the price of similar goods produced in
the United States. The use of ASP valuation has been criticized by foreign
exporters and U.S. importers because it generally increased duties on these
products well above those that would have been levied if aormal valuation
bases had been used. In adhering to this agreement, the United States agreed
to abandon its use of the ASP method of customs valuation, but will raise duty
rates on nearly all ASP items to compensate for reducing the dutiable values.

The agreement will go into effect on January 1, 1981, but the United
States and the EEC decided to implement the provisions of the agreement on
July 1, 1980 in order to expedite implementation of U.S. tariff concessions
tied to the change in valuation standards. Canada signed the agreement on the
understanding that it will be allowed several extra years to make the
necessary internal adjustments, including tariff rate adjustments, needed for
full implementation of the agreement. The agreement also makes special
provision for developing countries by allowing them a 5-year delay in
implementing the Agreement.



Agreement on Technical Barriers to Trade (Standards Code)

This Agreement, which entered into force January 1, 1980, attempts to
promote nondiscrimination between domestic and imported products, by providing
for open and fair procedures in the development and use of product standards,
test methods, and certification systems. The key aspect of the Standards Code
is the stipulation that national standards should not be allowed to disrupt
trade needlessly or to create unnecessary obstacles .to trade. The
requirements of the code are entirely procedural. They do not require
adoption of any particular standards, technical regulations, or testing and
certification schemes. The agreement does encourage signatories to use
international standards if possible, to publicize details of standards that
are different from international norms, and to accept standards certification
performed in other signatories.

The agreement provides legally binding rules enabling governments to
complain about and obtain redress for code violations by other signatories.
It also establishes a Committee on Technical Barriers to Trade, concerned in
particular with settlement of disputes and formulation of the necessary
procedures for settling these disputes. This agreement is not expected to
produce an immediate short-run change in trade flows, but should allow trade
to expand as technical obstacles are gradually reduced.

Agreement on Import Licensing Procedures

This agreement aims at ensuring that import licensing procedures per se
do not act as a restriction on imports. Import licensing requirements in some
countries often involve time-consuming, needlessly complicated, and often
expensive procedures. The procedures can become nontariff barriers in
themselves, used by governments to limit imports. The agreement stipulates
that rules and information concerning national licensing systems must be
published and furnished to the GATT. In addition, the Agreement limits the
number of forms and approvals that can be required, and provides that licenses
cannot be denied on the basis of minor errors in documentation, or minor
variations in quantity or weight from amounts designated in the licemse. A
committee of signatories was established to facilitate consultation and
dispute settlement. The agreement entered into force on January 1, 1980.

Enforcement of the Agreements

Each of the foregoing six agreements establishes mechanisms for
monitoring performance under the agreement and for settling disputes which
arise concerning that performance. In general, in the event of a dispute, a
special committee composed of signatories to the agreement is established, and
the committee designates a panel of 3-5 experts to review the circumstances
and to make findings that will assist the committee in arriving at
recommendations or rulings. The panel or committee may also attempt to
reconcile the parties to the dispute. If the recommendation or ruling of the
committee is not followed, the committee is empowered to -authorize appropriate -
countermeasures; in practice, however, the GATT membership has not relied upon
the authorization of retaliation to obtain compliance, but upon the weight of
international opinion and the cooperativeness of its members.
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Agreement on Trade in Civil Aircraft

The Agreement on Trade in Civil Aircraft focuses specifically on tariff
and nontariff measures relating to the aerospace industry. The agreement
commits signatory governments to eliminate all customs duties and similar
charges of any kind levied on the importation of civil aircraft and engines,
and on ground flight simulators for civil aircraft. Parts, components, or
subassemblies of civil aircraft also are to be duty free, provided they are
classified for customs purposes under one of the specific tariff headings
listed in the annex to the agreement. Also, duties on foreign repair of civil

aircraft will be eliminated. These zero duties will be legally "bound" under
the GATT.

Importantly, signatories also agree to abide by nontariff discipline in
regard to govermment-directed procurement, offset purchases, subsidies,
standards, quantitative reductions, and inducements (government incentives
linked to aircraft transactions). The agreement provides this sector, for the
first time, with an international forum to settle disputes and to monitor
developments in the industry to head off future problems.

Standards

The aircraft agreement extends the coverage of the Agreement on Technical
Barriers to Trade by providing that civil specifications on operations and
maintenance procedures shall also be governed by its provisions.

Quantitative restrictions

The aircraft agreement commits signatories not to apply import quotas or
import licensing requirements to restrict imports of civil aircraft in a
manner inconsistent with GATT provisions. Import monitoring or licensing
systems, consistent with the GATT, are not precluded. In addition, export
restrictions may not be applied for commercial reasons to other signatories to
the agreement. This does not affect export licensing procedures for reasons
of national security or foreign policy.

Subsidies

The agreement notes that the provisions of the Code on Subsidies and
Countervailing Duties apply to trade in civil aircraft. It further provides
that signatories "shall seek to avoid adverse effects on trade in civil
aircraft" in their efforts to expand their own civil aircraft industries.
Signatories also agree that pricing of civil aircraft should be based on a
reasonable expectation of recoupment of all costs, including nonrecurring
program costs, identifiable and pro-rated costs of military research and
development on aircraft, components, and systems that are subsequently applied

to the production of such civil aircraft, average production costs, and
financial costs.

Inducements linked to aircraft sales

The agreement commits signatories to "avoid attaching inducements of any
kind to the sale or purchase of civil aircraft from any particular source
which would create discrimination against suppliers from any signatory."
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Government-directed procurement and offsets

The agreement specifies that "purchasers of civil aircraft (and of civil
aircraft engines, parts and subassemblies) should be free to select suppliers
on the basis of commercial and technological factors." It further stipulates
that '"signatories shall not require airlines, aircraft manufacturers, or other
entities engaged in the purchase of civil aircraft, nor exert unreasonable
pressure on them, to procure civil aircraft from any particular source, which
would create discrimination against suppliers from any signatory." 1In
addition, governments can no longer require that a set proportion of
production for a contract be manufactured in the home country.

The aircraft agreement became effective on January 1, 1980. As of
mid-January 1980, Denmark, France, West Germany, Ireland, Luxembourg, Norway,
Sweden, the United States, and the European Economic Community (with respect
to matters under its jurisdiction) had accepted the agreement uncondition-
ally. Canada accepted the agreement with reservations. Belgium, Italy, the
Netherlands, the United Kingdom, Japan, and Switzerland had signed the
agreement subject to ratification by their governments.

The aircraft agreement should help to increase the competitiveness of
U.S. civil aircraft exports by reducing to zero, tariffs that were previously
bound in the GATT at rates as high as 15 percent, as well as by reducing
nontariff barriers. A significant producer of aircraft, the United States
exported about 6 billion dollars' worth of aircraft in 1978, which accounted
for about 80 percent of the world market for commercial tramsports and 90
percent of general aviation aircraft. This represented about 60 percent of
U.S. production of commercial transport and 25 percent of general aviation
production. The U.S. Department of Labor has estimated that as a result of
the aircraft agreement, employment will increase by 6,159 jobs, or 1.1 percent
of the aircraft industry labor force.

In contrast, the effect on U.S. imports, which were valued at less than
$1 billion in 1978, is expected to be small. U.S. tariffs on aircraft were
already relatively low and had not presented a great barrier to imports.

Framework for Conduct of International Trade
7
The Tokyo Round negotiations were not limited to the lowering of tariff
and nontariff barriers to trade in industrial and agricultural products, and
to the linked question of safeguards. A range of other issues also needed to
be settled to obtain a more efficient and more equitable operation of the GATT
system. Negotiations on these issues were called for by the Tokyo
Declaration, which provided that consideration be given to "improvements in
the international framework for the conduct of world trade." To carry out
these negotiations a "Framework Group" was set up in November 1976 after a
proposal by Brazil. This group, which was widely supported by developing
countries (LDC's) as well as by several of the advanced countries, concluded
negotiations on five agreements. The framework agreements were the first MIN
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