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TREFACE

This report is the 3%th in a series to be submitted under section 163(b)
of the Trade Act of 1974 and its predecessor legislation. 1/ The trade
agreements program encompasses Tall activities consisting of, or related to,
the administration of international agreements which primarily concern trade
znd which are concliuded pursuant to the authority vested in the President by
the Constitution . . ." 2/ and other legislation. Among such other laws are
the Reciprocal Trade Agreements Act of 1934 (which modified the Tariff Act of
1930 and started the trade agreements program), the Trade Expansion Act of
1962, the Trade Act of 1974, the Trade Agreements Act of 1979, and, most
recently, the Trade and Tariff Act of 1984.

The repotrt con ts of a2 summary, an overview, five chapters, and

u
1e (\Q

si
verview oriefly describes the economic and international

app néices. The © i

trade environment within which U.S. irade policy was conducted in 1984.
Chapter I treats special topics that highlight developments in the trade
agreements sphere during the year. Chapter II is concerned with activities in
the Ceneral Agreement on Tariffs and Trade (GATT), the main area of
multilateral trade-agreement activities. Such activities outside the GATIT are
reported in chapter IIZI. Chapter IV <{iscusses bilateral relations between the
United Stztes and its major trading partners. The administration of U.S. law,
including decisions izken on remedial aciions available to U.S. industry and

c

labor, is discussed in chapler V. The perliod covered in the report is
calendar year 1984, zlthough occasionally, to enable the reader tc understand
developments more fully, events in early 1985 are alsc meniioned.

The mechanism by which mosi decisions concerning the operation of the
trade agreements zrogram are made is the Trade Poiicy Committee (TPC). The
TPC is chaired by ithe President's principal advisor on international trade,
the United States Tracde Representative.

fute

This report was prepared principeliy in the Trade Reports Division of the
vomn‘551on s Office of Economics. Assistance was provided by the Commission's
Cffice of Trade Agreements and Tariff Affzirs, Cffice of Ccngressional
L;a1son, Office of Industries, Office of Data Systems, and Office of Economic

{Investigation Support Division).

1/ Section 183(b) of the Tra
1978) directs that "the Intern

’3‘

de Act of 1974 {Public Law 93-618, 88 Stat.
ational Trade Commission shall submit to the
Congress, at least once 2 vear, a factual report on ihe operation of the trade
agreerents D“og”am.

2/ Executive Order No. 11846, Mar. 27, 1975.

(30






SUMMARY TAZLE OF COXNTZENTS
Pref e — e e e e e e e
Summary
Overview: The International Ecconomic Environmeni in 1084 —— e

Chapter I. Selected Issues in Trade Agreements Activities in 1984

Introduction -

Trade and Tariff Act of 1984——————- -

The Steel Import Program—————————m———— o

United States-Israel Free Trade Agreement—————c—mm———

Chapter II. The General Agreement on Tariffs and Trade and the
Tokyo Round Agreements

Introduction——- -—

GATT activities during 1984———- —

Impiermentation of the Tokyo Round agreements

Introduction——- —————————— - —_— -
Organization for Economic Cooperation and Develovment - -
Customs Cooperation Council - -
United Nations Conference on Trade and Develcpment

Negotiation ané operation of international commodity agreements——————
Other trade zgreements activities— -

Chapier IV. Developments in Mzjor U.S. Trading Pariners

introdu

Canada—————-
The

The European Community -

Republic of Xorea

fae

e
fae

O

16
26

75
75
82
83
87
98

113
134

137
153
164
i71
179



Chapter V. Administration of U.S. Trade Laws and Regulatiomns

Introduction

Import relief laws -—

Laws against unfair trade--

Cther import administration laws

Appendix A. Statistical tables

Appendix B. Leading items of trade between

the United

tates and

major trading partners

259



ANALYTICAL TABLE OF CONTENTS

EX Z. Selected Issues in Trade Agreements Actitivies During 1984

Intreduction——————mm e - e e e
Trade and Tariff Act of 1984—-- - ————— e
E8P ’—*(sﬂcwa__._ ——— —_———— —_———— —— e e e e e
Trade with Israel—————— e e
International Trade and Investment Act——— oo
Trade law reform—-———————m———— - —_— - —
Settlement agreement authority-———————
Persistent dumping--- - ———————————— - -

Upstream subsidies———-———- ————————— e —_——
Cumulation——————————— e e
Threat of injury--—-——--———- - -~ —_—— -

ion 201-- ——————— e —— -

mport Stablization Act-- - - - ———— e
ovVisionS———m—————m - —— - ——————

anecus provisions (titles I and 1I1):
US changes—————————=——~——— -
Marking requirement s ———

ms brokers- —
“““ae Remedy Assistance Office——— =
Tcreign advertising expenses———- - ————————
Copper imporits— -— ——————————
Import Program———————— e -

P OUNG — e e e e e o o e o o e o o o o o 1 o e e
Commission's recommendation—— -—— e
President's decision— e e -

[ ('/) }
i ()

o
~ae

o O
woo

o ©
A AL

[N A SIS &

ol 1 W owm

[*]
]
o

[ I N
ot
w r
(O ()]
I
s O
ct
'.‘
(&)
]
|
|
|
|
|
|
]
|
|
|
]
|
|
1
I
i
i
!
|
]
|
!
]
|
!
|
[}
]
|
!
|
|
|
|
i
i
|
[}
|
|
|
I
]
i
H
1
i
1
|
H

Q

y

L2y

o~

cetes—
CRE T OUN G~ = e e
rview of the FTA Agreement———— e
Staged elimination of import duties————— S
Cther Xey provisions of the agreement——————— o
Safeguards (art. 5)——- - ———————————— e
Infant industry (art. 10)———— e _—
Balance of payments (art. 11)—- —_—— — ———
Areas also covered by GATT code———-———mmmmmmm e ——————— ——
Subsidies (annex 4)—-——————m e ———— e
Licensing (art. 12)— S
Government procurement (art. 15)-——--eeee ————
New bilzteral rights and obligations—————e—o- o o e
New trade restrictions (art. 4)—— -
Agriculture (art. 6)—- - —_ ——— -
Kosher laws (art. 8)— - e
Export “equiremen+s (art. 13)—-m—m - e e
Services (art. 16)————m—mmmmmm e — -
Rules of origin (annex 3)—--———r——mmmmn ——
Consultation and dispute settlement (art. 17)--——-m—mmmmees

"/

'S

H of
0
H
n
o
-
i
]
o
o
3
r
[\}]
(21
)
>
2]
o
3]
>
]
r
o
g
0]
]
o

-
o)

(D

Fae
o+

O [0}

< POy g




(] ) Y e 00D O O OY ) ) sl NN [SVIE <o ICN TS NN Ve NS BN IRV RN ¢ 9] (4 4 B B [ IR NS ™) ) “«F “y
)

wa (S008I <6 BN GS IN 46 | [ IS0 T 45 TEE~ SIS AN R R S N RS B e A R R =Y (Y 0y 10 [TARRISURTa RIS U 1y 18} I8}
My
[ | Iy [ 1 ! [ ! | [ | | [ ! | '
| | [ ! 1 ! [ ] 1 [ ! H [ | i !
1 i P [ | ! [ [ | [ 0 [ o ! ] i
| i 1o [ ! | [ | ! P [0} ] [ [ l !
! ! [ [ | | [ | ! [ i 1 b 1 o | [
| i [ ! ! [ | | o pal ! Pt [ IO i
[ | I P { | [ ! i P 0] ) P ot b2 |
[ [ [ 1 | [ i | [ Bl [ o Lo oot
[ | [ [ ! | o | | o @ 1 [ IS I R S |
[ [ tol i I [ i | [ [ | [ ! [
[ [ [ [ [ N i | [ [ [N S I o I (|
| [ i ! [ T B | [ [ ] i [ g oboo oo |
<} | [ | (I ! [ | | l [ W J SEN! W 1o bW
3 i [ [ ! [ | | ! 11 [e] ! W | A B R |
@ [ [ [N ] | [ ! | [ " ! ed 0 o oWt ;!
[ [ | I [ [ ! [ [ %] & [ IS S I
[0} | [ o ! | [ 1 | o ) L) [ ST Y
K¥) | | | R [ e] ! | [ | | b 9] 00 O W O
W | | [ 1 | | [ | [ [ b [E e} Lse 0o |
{4 ! ! [ ()] | | [ ! [T L¢) el U3 Yy ! [ )
[ ! | ot (IS | [ [ | [ B I o] §4 O L ogd $
[ [ I3} | | [ | Lo b 1 fa w1
“J | [ [} ! | [ ! O BN [N o] 0 fred oo i
(! | [ A 1 Ua | | [ | I 1 et (] O Wl
<1} [ 100 | oy [ 1 [ i I @ b [AY] e} Q0 W | o
i | ot [ )] | 1 [ | 1 O b O 3 0 P2 IS B S B IS
] | [ [ 1 I ] [ | [ AR 4 £ W |0
Uy | ! | oo [t | i . i 100 b bd ] 0 U W
g | | 4] | [ | | [ | |« A e {1} el w0 W O [ ]
e { | o0 & | (] | ! [ | | Y] o3 O 0 . 93 6 TN L
o £y 1! L N [ [ | [ | 1oty D Lo ) O | A4
B « [ wl O IR | | [ | n oo o (RTINS .. el !
G It o« 4 e | | | o 1 (S NI ER) g0 €0 g ed ) |
| )] Q | I J | | [ | G O~ 0n Y o O @ .l |
%] b el Q el Loy 4] | [ ] wdg 14 QO o0 ol Woos et
(&) [ R 5 € @ | 1@l @ ¢ [ [0} 4 ) 0 pg >0 TR IR S I (VI |
|t wi | _ W@ @t LT e O O 4 b @& n o P T I i
L) | [¢] wd fy | n u L 3 [ 18] ord £ MW O 0 ot 500 M|
i [N ol @ Yooy [ 1) 000 O . Qo [V IS ) B B
Q [ Q) ) QO OB @ [ [ ER I~ A )} ] i -~ O 30 |
3 P o | Ol W O O [ 4 [/ R I = ) b0 §1 0 Q@ D0 (1o |
Q [ 9o | o0 ) (Y e O [ 9} @ ol {y ol O b1 3 O ~s i
[} [ O ¢ ! I} 4 fa (s 3 ot © 0] (eI O {1 S
1] o) € et EP IS BN I S I [ O € (X I <A ] QO @ e W
00 4) I O W R I I [ U [} O O O & oo S oo |
£} 1 W EB) I QO 4 ) n 0] RN 4 fry o ocd 3 eed eed ort |
(0} I o 4 W o Wi 3O 4§ [2IER]] (&) o0 u 3 (0N W O W ) |
i (3 Iovd ) £ et g @ [ORe) 19} Y~ €0 0o D W 3 elogd U |
IR | ] n (ORI OB = SR B R 4 fi © O g G o0 00 fxerl o |
e @ I o0 O 3 1 4) €84 0 .00l O 0 QO 0] et ol Q) o O Q G (U SR |
Q [ 4 Uy SRR el ) ol 01D > [SURRYS RS S Wooo 4. Q0 O 0 & X
4 00 ioerd [/ 20> TN I BRG QEKY ORI I ¢ I S B O BT B ) O ) | 0 Y W F O o) o
O < | £ L1 D @us >0 @0 800 W0 T W@ ) od a3
[$] 1 3 (7B B/, DA S S T R BRNE I ) N B I I o} (SO Gy @ ML OO n 0.~ &) o}
Kd) | g o OY | 40w O W O 4 O 4 0 DM M~NBE oM 1%7]
Qo | et o1 (1O 0 A 0n 6o w0 I 0 [4)] »
(SRA1 1 0~ Q43 W O 00D QY e W 0o o QYoo ¢ %]
4 O I @ ot - B 3] 1 Qe SO U 4 0 O 1 P o 3]
M Lo Q £408) 00w @ e T O D U D Ry (@IS BT I Ny O
[e IS IS Q1O >V LSO D J O [V} fa
-0 0 3 N QW 4 0o du oo 4 o -0 0 0
Moy e DO O F 0O X Ped O oM fa d O E e
b 4+ e O O 0w v ikMEaAa M [ A ] HM O A
[o] (SIS q o ord
4 B 300 I} 4 )
Q T © L 2] o [}
40 [¢] B (2] S a1}
0, &3 Ly B
| 4 4 Bt
&£ #ICH
© -4 O



Q E5 N NN PSS OO NG NSO e ™ NN O ~SOO N ™ ) < 0N~ 00 O NN S
& n [V Y70 T o W T R Vo W Vo WEN» IS TN BN BN BN, RN BN RRNe BN BN B AR A S A M Fm P e S 00 00 0O ) © 0 O W OO NN
Ny
! [ O R T | 1 [ [ I T T [ [ | | [N | T T O O R B
| [ ] | | T R | [H A | [ | A R [ [ [ | S B B
[ | | R | B 1 [ | I 1 Q [ | R T R |
~ [ | [ [ . i | A R | [ [ = [ | T R |
Q [ | | R T T T | oo i | I R [ [ S [ [ |
(%] [ 1 [ O N B | | [ I A [ [ [ | i
=4 [ | | I S T B | N [ o I T I B T | [ |
& o) [ [ [ T I [ | 1o e bobog oo o ]
[¢] ~ [ | | A N I | ! [ | [ I TS I I /) B [ |
~~ {4 -~ | | | N T | ! | | [ [ A) P |
N Uq (%] [ | I T R = I | { | | [ [ [+ [ |
Q . [o] IS [ et 1 [ T [ [ ] Q i [ |
S 0 od b [ [ [SE ! L N [ [ )] = [ N !
L 0 4D 49 o T I [ [0 | i [ [ | A ¥ (U [
el OV ¢ WM i [ (O | | [ T [ [ O | [ R
IR o B £ [ [ [N 1 | I B P [ U] $1 |
] o) (] [ B [ 00 | | | N | [ [ ] b0 [
0O 0 Q Mr N | A W | A A R [ I a |« [
(SRS 4 FES | ! ! [ R | [ | owa § i
e [#N [¢] fa 14 (4] (U (O] [ R B | [ [ B B [ |
[ <) 1 Q [ Kam| IV R | [ [ N ) [
1O b ol [0 4 [ e | [ TS B [ T, BT H |
o er erd 0 wm ) o | 1 ! | [ YR | [ 4 | 2y O ! |
4t Q M | Uy | | ! [ I Qg [ ] | | '
9y =1 (Y] o0 ! (o3 | ! ] 1 e | [ 1 I ® £ {
= 4 o w) | a | 1 ! [ ] [ [ [ ATV I £ 00 & | |
g 4] [ ] | | (ST | | a1 I > [ TR N R Y o B 41 1 o0 i i
K [OBS} 9 oun 0 Q o o | 4] ! (W] I o | | I T A B ¢ 1 Ol H |
A &) erd L1 ol ! [] I A | [T I U] A w3 | P
NI ke €] e | ES () 4 fa 1 0] | | (S I e ) [ I ( e | Pl
€0 0 o @ e [ £ W 3o 3 | 3 | [U I B0} Q & [
(U ¢ I ) | wm 2o | [N =T | oy ES fo6 | [ I A IRy B0 [
o el | g O > A > [N (O3] ! W o 49 1 4) BRI Y) [¢] |
4 (4] [ (VR ] o0 Dy 00 [S (] | [U] | [ (7 I % BT N T (7 B o B S IS |
4 0 o | o «- Q £1 1) O [ ST R B 0 [ S [ I B s+ B & Y bt B B VR R} ! |
b ) | 0 00 ) & o) £ 0 1o ord (e 1 oy 1WQ ey £y gl [
G b | [T S {1 I 41 Q g 0 [UI )} N Q) (0] 1oerd [ W G LW o o o [
o« | D b} f1 el S K1 D A S ) S [ W DB W e et Bt [
s W ot WY 0 30 » O 00 wy Q) 3 v [ I % O (U B O B {
0w QL. A s o6 ) evd C oord ol ) ot [EE U] O f4 | | | el bW O [ERS B TR (1 S T | !
42 6 0 o5 « M O ) 4t o0 - e IRV 9 [0 T N | W | W M M“ | |
£ 3 [T S e BV W oW @ oo | el 0O o 0 (AT A [ Y A ] i et !
W oed U [ o I e BN = JE S [N B o YR T @ ) ) f) T | »ogroD a O o 301 (6] N BUNI O] '
~s Q) il O Uy af @ n | T Mmoo Qe %) (O ol o | Q | 4 g ua 4 0 ) W |
TN b0 ol ol O L) I 2 A VI U (O I & I Q ) & om o (S I I Ot O 3} < O
KB IR G WE 'S | PO e ) 8 Yol B0 D ool 4 ol Q| v oend 5 53O el
TO0 0 Q0 WO QMO dd o N 4 ) o« 00 bl LS T I T ) v 0 0« Y] €
Q PO e B Ol @ el O O ed W €] e ol { o ol o) 4O 4 4 D @0 !
ERR AN O 0 4B D R S el Ol 00 QB 2y ord K8 S W o n 3 e 0n 0 g el |
A O f1 00 ol £ I K SO e B I o O o (VR A3 ) OO 4 4 o o O | ) ) !
vl fe €1 B0 O O @ M 4 et D o Ko RS I 71 B3 B S <J el f oo} € g O b W u W |
BRI A T S B U] RIS IS T IS I o 0o O W m o o W N @ 0O d o [ O Ny [ Uy £y
43 1 A7 B I W W 0o OG0 hd 1 ) 00 Q (IS i (N BN @< o Q [ £
[N ] . O » (4] O el £ erd S} £ Q RE) [ 2 IS I/ R V] O ooy ) [y {1 [0}
n 0" 9 al gl LI} /] (/Y] [SUNNO] L W 1 40 Gal OO M E N DO [} £
=] A0 O 0 G oot w0 gl (0] oo £y I oo ol ed 102 T ) W 0 eed £ ! ! O .,»
@ 1 W ol OD 09O & @0 E s DMWY QD 0 ] P W O e (IR I A T A4 [ O ol
40 RN REREN] 0 HEER Y [4 I I [N SO I SO T v S I 1/ I I S N S (VI Y o 4o
3 4 @0 ) el oid o) [ oy ) el Q) | DL 09 e OO 0W [ 11
€ [ IRUNRTS I S B I AT ! W [T R I S I . TSI SIS IS B & S () IRRTS I o TR & I B D BT B O Y | !
0 ey Q@ 38 n e 9o 0 t- O O i A @Ol ) Q. g | )
ol QO ) W {5 O el 2 54 ol (3f mn ) -4 IYIRT BEDS YD I WS NS B TS I 4 T. 90 0 0@ ! | W |
&) Bioeil ) Q0 0 3] YO O 4o &) D JRFA T S T Y T B () N IO (VRN I I S L U I S ST N ) I FT S §1 |
“ U} [d] [ IO I B O Woerd O & O D 3 O ) dd WO b8 I
[ IS 1] 4 8 0 5 £y JON o 00 [0 I I T R R T IR ¥ I L TR S 2
300 (W] b 00 ¢} f [0} ) o 00 el £ $a £} o 40 [ ol O 3 g Ol o7
W 1 < aff e | g 4 O e BDT LD O O F (A & BRI IR CIRCER S B S RS
w1 0 4 o 43 ) [§]
3] ) 4360 0 ot )
(] £ ) 5 I S @
b $) O (W] ¥4



viii

Saze
Other trade agreements activities:

The Bilateral Investment Treaty Program-————-—— oo o ca
Progress on services trade agreements in 1984-—— —_— —_— ¢
Services activities in multilateral forums--——————--——- m——— iRele
General Agreement on Tariffs and Trade-————-———mm oo LCC
rganization for Economic Cooperation and Developmenti——-——-- ICL
United Nations Conference on Trade and Development——-—-——=- 183

Insurance services:
Trade—--- - - e e e e e o o o e e e e e e o e e e e e 110 04
Trade-related activities in 1984 — - .03

Maritime transportation services:
Trade-—--- - ———————— e e 0

2
$ Ot

Trade-related activities in 1984- ———— i
Telecommunications services:
rade—————m e - — e e e o i e e e e s e o e 108
Trade-related activities in 1984 —— oo 1¢e
Chapter IV. Developments in Major U.S. Trading Partners
Introduetion————— o ———————— 113
Canada:
The economic situation in 1984——— oo - ——— ——— 1ig
Merchandise trade with the United States—————-momi mmmmm —— L6

Major policy developments affecting trade:
Operation of the United States-Canadian Automotive Products

Trade Agreement————————— - 118
New foreign investment policy in Canada————--c—mmmmmmm 120
Development of the sectoral free trade initiative——————me v 222

Shift in Canadian attitude-—————— 123
Crigin of the initiative-————ce—ommmeo —————— e —————— 124

United States-Canadian bilateral trade issues:

U.S. reaction to the sectoral free trade initiative----—-e-eou izé
Rationale for initiative-—--———e—- ————— T izs
Chronology of United States-Canadian actions and meetings-— 122
Selection of specific sectors———-——— e 26
ODSEAC @S — e e n27

tatus of initiative by the end of 1984-—— - mmmm e 127

Maritime boundary dispute settlement—-——————-—mmmm e 1283

The European Community:
The economic situation in 1984— - e e 130
Merchandise trade with the United States— --————m oo 3
Major policy developments affecting trade:

Agriculture- —— ——————— e - 132
New trade instrument———————eemee—o_~ e e 133
Information technology—----- -— 13z
Lomé Convention IIT— e 134
Enlargement ———— e e e 134
U.S.-EC bilateral trade issueS———— = o 134
Steel———— —— ————— 133
Agriculture——————— ——————— e 138
Fisheries——————mm m o -——— 137



Jepen:
The econocmic situation in 1984—--
Merchandise trade with the United States——-———————-

Major policy developments affecting trade-—--——-
3 y

The deregulation movement in Japan—- - -

Telecommunications equipment and services-—

Cigarettes ancé other manufactured tobacco products———————-

-

Financial market liberalization

United States-Japanese bilateral trade issues—-

Agriculture—— - - -

Beef and citrus——-

ther agricultural products--——————————-

NTT procurement-———————————— e

High technology—-- —_— _

Communications satellites _——

Computer software—- —_—

Telecommunications equipment and services—-

Avtomobiles——-

Tariffs———-

Standards——————————m—

Leather-

Government procurement—-— -

Machine tools———-
Mexico:
The economic situation in 1984—-

Merchandise trade with the United StateS——m—m e
Mzjor policy developments affecting trade--——-—me——an

Exchange rate policy--—-—————-= - —

Foreign investment regulations—-———-————e—-

Regulation of the pharmaceutical industry--

Regulation of the automotive industry---

¥

United States-Mexican bilateral trade issues——————-

Restraints on Mexican steel exports—-——————-—uv
Transborder trucking————~———-——mcemeeo
Taiwan:
The economic situation inm 1984——————en —_—

Merchandise trade with the United States--

Major policy developments affecting trade:
Restrictions on grain imports - -

Free trade zones postponed--—————————emeo

Trade liberalization--—————- —_—

Anti-counterfeiting measures-—-—————————m———mee

Taiwan-Toyota joint venture canceled---

Unitedé States-Taiwan bilateral trade issues:

U.S. trade deficit with Taiwan-———————--

pt pet

pob fb b b e
NN R U R R URTRT)
WO W00V W

et
(%)}

It
o™ o
v,

fad et el et et
A O G OV N
W RO R0~ ~



Republic of Korea:
The economic situation in 1984———- —_ -
Merchandise trade with the United StateS—————
Major policy developmenis affecting trade:

Tariff reformS———— e e -
Tariff quota ———
Emergency tariff———
Adjustment tarif
Import liberalization - - ——— —_—
Investment liberalization ——— ————
Copyright law revision-——————mm— o ————
United States-Korean bilateral trade issueS——-——-sm— oo
GSP renewal e e e e e e e e e e e e e e e
Color televisions—-- e e e
Radiail ply tires —_— ———e

Brazil:

The economic situation in 1984———-—- e e
Merchandise trade with the United States
Major policy develorments affecting trade

Easing impert restrictions——- e e
Regulation of informeticsS——m—mmm e

United States-Brazilian bilaterzl trade issueS—————————mmmee
Eximbank credit facility ———
Steel- - S —
Textiies——- S,
OO EWeE T — e —————
Sugar—--—-——- i (P

Chapter V. Administration cf U.S. Trade Laws ané Regulations
Introduction—- _ —
Import relief laws:

Safeguard actions—-—-— _— e
Carbon and certain alloy steel productsS-————m—mmmmm———— S
UnWIOUBNL COP PRI~ —— = e e e
Stainless andé alloy tool steel-———m—mmmo— o S

Market disruption--- e

Adjustment assistance - - e _
Assistance to Workers————————mm e ——
Assistance to firms and industries—————

Laws against unfair trade--————— - - —_— -

Antidumping actions - - R

Countervailing duty actionS————— e e

Unfair practices investigations S —

173
175
173
176
177
178
178
176

17¢
181
183
183
184
185
186
187
188
188
189

14

=4

9%

191
i92
193
193
183
104

1./5
i85
136
198
200



xi

Enforcement of trade agreements and response to certain foreign
practices - — —— — e
Cases instituted:
EC subsidies on satellite launching services———-————mmme—o
EC technical standards for fertilizers—-——————mmmmmmm et
Cases resolved:
Japanese import restrictions on leather---- _ -
Canadian tax deductions for television advertising----—-——-
Taiwan subsidies on rice exXportS————— e
Argentine postal restrictions-—- —_ —
Cases outstanding:
EC export subsidies on wheat flour————————mmmmmmm
EC citrus preferences—————————— oo
EC and Brazilian export subsidies on poultry----———-——wew--
EC export subsidies on pasta———————
EC production subsidies on canned fruit and raisins—----—- -
Canadian tax and customs measures on front-end loaders———--
Brazilian import restrictions on nonrubber footwear--—---—-
Barriers to U.S. exports of soybean oil and meal-—-—————on
Petitions withdrawn:
Taiwan discrimination against foreign film distributors——--
EC minimum import prices on raisin imports——-—-———-mm——m- ———
Other import administration laws:
Arrangement Regarding International Trade in Textiles———---——-—-mu~
Meat Import Act of 1979 ———————— —_——- _——— ———
The Agricultural Adjustment Act——————
National security import restrictions——————-— o
Caribbean Basin Economic Recovery ACt-—-——— e e e
GSP review-—————-— c—— e e e e e e e e e e ot e o e

Appendix A. Statistical tables—: e e
Appendix B. Leading items of trade between the United States and
major trading partners-——-—————-—mm—mm—— e -

Figures
1. Organizational structure of the GATT—————- oo

2. United States-Canada maritime boundary determined by the
International Court of Justice-————mmmmm e

202

203
203

203
206
206
206

206
207
207
208
208
208
208
208

208
209

209

iz
212
213
213
217
223

259

36

129



2.
3.

.—-Summary of U.S. trade with Israel, 1682 m————
Trade in each stage of duty reductions—————mmmmmmmme
-—Signatories to the Tokyo Round agreements: tatus as of

December 31, 1984————————
4.--Minimum interest rate guidelines set on January 15, 1985, for
officially supported export credits, by repavment periods———---
5.-—Green coffee: International Coffee Organization monthly

average composite indicator prices, on the basis of the

1676 agreement, 1980-84—————— o
6.——-Raw sugar: Monthly world market prices, on the basis of

the 1977 ISA, 197084 e
7.--Polypropylene and jute fiber: Quarterly prices, 1983 and

January-June 1984 - - - —_—— e
8.--Jute and polypropylene carpetbacking: Quarterly prices,

198384 —n — e —— e e e

6.--U.S. trade with Canada, by SITC Numbers (Revision 2), 1982-84—--
10.--United States—-Canadian automotive trade, 1964-84— e
1l.--United States-Canadian automotive trade, by specified
products, 1983-84————— e s
12.--Summary of actions taken by the For elgn Investment Review

Agency on

applications from the United States and Western

Europe for investment in Canada, fiscal years 1983-84—--—-ee——
13.--U.S. trade with the European Community, by SITC Numbers

(Revision 2), 1982-84———m——mmiemmiom e

14.--U.S. trade with Japan, by SITC Numbers (Rewision 2), 1982-84—----
15.-~Japan’s import quotas for beef, oranges, and orange juice,
1684-87—————m e - ——— —————————
16.--U.S. imports of Japanese automobiles, 1981-84— -
17.--U.S. trade with Mexico, by SITC Numbers {(Revision 2), 1982-84————
18.--U.S. imports from Mexico entered under TSUS items 806.3C and
807.00, 1982-84—————
19.--U.S. trade with Taiwan, by SITC Numbers (ReV1310 2), 1982-84—-—--
20.--U.S. trade with Korea, by SITC Numbers (Revisicn 2), 1982—84———_—
21.--U.S. trade with Brazil, by SITC Numbers {(Revision 2), 1982-84— -

22.--Summary of activity on sec. 301 investigations during 1984 ——-——-

23.--Bilateral

24 . --U.

26.—-U

27.--U.

restraint levels on exports of textiles to the

United States, by sources, 1984 o

S.

imports for consumption from the Caribbean Basin, by

country, designated or nondesignated for CBI benefits,

e < 7 < N
25.--Leading items in U.S. imports for consumption frem the
Caribbean Basin, by descending value of CBI duty-free

imports,

.S. imports for consumption from GSP beneficiary countries

3

by development status, 1984— - e

S.

imperts under the GSP from advanced GSP peneficiary

countries, 1984 —— e e

58

78

8%

S0

[ -
O
O ~ ®

o
N
ey

123

-~

[E R PR =t
[SARN VLI W G
N O & O b

[
(8]
~J

1686
173
182
204

211



Wwww ww

wWwww w

[
fur]

[
HWNIH OOV

Rt e

xXiii

Leading items exported to Israel, by Schedule B items,
1982-84
Leading items imported from Israel, by TSUS items, 1982-84————————-
Countervailing duty actions reported by signatories to the GATT,
Committee on Subsidies and Countervailing Measures, 1984————————-
Antidumping actions reported by signatories to the GATT Committee
on Antidumping practices, 1984-—--—-——mmmmo e e~
Antidumping cases active in 1984, by final outcome and USITC
investigation number—-- - —————— e
Antidumping orders and findings in effect as of Dec. 31, 1984-—————-
Countervailing duty cases active in 1984, by final outcome and
USITC investigation number-——---———————-e—-- ——————————————
Countervailing orders and findings in effect as of Dec. 31, 1984-—-
Section 337 investigations completed by the U.S. International
Trade Commission during 1984 and those pending on Dec. 31, 1984-—-
Outstanding section 337 exclusion orders as of Dec. 31, 1984—-—-——
U.S. imports for consumption from the world and from the
Caribbean Basin, 1982-84 —— e
U.S8. imports for consumption of selected products from the
Caribbezn Basin, 1984 -
Leading items in U.S. imports for consumption from the Caribbean
Basin, 1982-84———- - e
Imports for consumption of leading GSP-eligible items, by
descending valiue of GSP duty-free imports, 1984———--——ommee
Totzal U.S. imports for consumption and imports eligible for GSP
treabmenu, by SITC Number, 1984———- - —_—
Total U.S. imports for consumption and imports ellglble for GSP
treatment by import categories based on the Standard Industrial
Classification (SIC), 1984———- - —_—
Leading items exported to Canada, by Schedule B items, 1982-84--——-
Leading items imported from Canada, by TSUS items, 1982-84-————————-
Leading items exported to the European Community, by Schedule B
items, 1982-84-——-————mmm ———————
Leading items imported from the European Community, by TSUS items,
1982-84——————- - e
Leading items exported to Japan, by Schedule B items, 1982-84—————-
Leading items imported f{rom Japan, by TSUS items, 1982-84-———-—-eev
Leading items expcrted to Mexico, by Schedule B items, 1982-84———--
Leading items imported from Mexico, by TSUS items, 1982-84——-—————v
Leading items exported to Taiwan, by Schedule B items, 1982-84——-—-
Leading items imported from Taiwan, by TSUS items, 1982-84——-—————
Leading items exported to Korea, by Schedule B items, 1982-84———--—
Leading items imported from Korea, by TSUS items, 1982-84-———-—————
Leading items exported to Brazil, by Schedule B items, 1982-84--——
Leading items imported from Brazil, by TSUS items, 1982-84——-————o

227

232
236

240
243

246
249

253
254
256
258
260
261

262






- . 9] L3} ] et
49 9 f3 0 n [N £ St o
£ « O n o . Q& o W T Q@ [¥] 4 RS I
00 ol W ) Lo 0 R [0) e} SIS I+ B )
R A9 et B ol 0 WO M 03 3 (TN} [N SR VIR ]
O 00 g« EE (U] o o due O nood Q QO @ O e
{4 50 O vl fa w) O (&) 0 Oterd Q) U G ) ) Q) =) IO T
O ! oL Q [SE OB O £h et O o O] W00 @y fa
4 ) O oW o0 G ed O ) B O el WM [# b))
o fa € o w0, 30 0O O O @ a ¢ RS I ¥ (W n o m
(SIS I )] [OEH] or 0w o & o) O i 0 o ot fa 0
“ SN el erd 0 ) o [C SR @ ) $10 L1
) W oEon o Q O I R ) O W O g & W oeta) 6
()] w. el ) 1 @ f1 0 (4 © 00 o1 [ B¢ Q) ) e Q ot W
il ta e 0O M4 O O ) O 1 g oerd O - W [UR=T
O L0 O > W fa W £ 0w 1§53 el g0 0
= (SR i e MR O B M [0} wl 0 [ [55) W @ erl b0
e ool X W W) O O 0 e 4] EERRT| s 0
o» n o ot ] o 3 [d] HES I AN o ID ]
) O ol o R KRN T 0} O (SRR ]
| (A I/ IO I 100 S ) @ ertod @
- «© (72 B I ) ) . A ta O L4 Q . >
1 o o L o 0 0] %) Ga o
= [T @ 0N 4 PRI OO RS) ol @ wd 00 O n o ot
» O O oo [ SR V] (SN ORI 0 L - Q
1 oo O gl el N O O € ] . @ ol £ 0 o @ .
| O M 4 O YWD el N I S (] v n | I
) (SR (SR al @0, .ol Py i
o} a0 (0] b0 n o X D0 W
(S T R SRS A e O o @ )
[ IR f1 00 (6 3078 I K& fa q
W et 7 [ATERE KRNI ()] £t Q0 ) e
K& W [} at Gt faeed (O
e » oo n f 00 € £ 5
LSS KV BRIV 1o ) . n W3 Q
O W () (@ e [ON7 IR ) n =,
EB NS (] [} al @ U] [OJEE I S o]
-1 <) E1r 0 0t O B OO0 W o
[0} o f {4 1 ) (3] [S VI & I AN
0w o | O N W oM 0] [V o) 1)
(ol ®© L6 i BN £ w o
0O §1 U oad O (V0] Ord W o0
O, (3 00 [0} <1 I8 3] . [ I T I 6 PR
9 0w o 0 - n o . 0O M il (2] om0,
d 0] fa o n o YRR I . Cr oo 0o
[} fa 00 f+ J O Q@ W o (OIS ¥ H EREE NI S I
RIS A (] o Qyerd 2 (v & @ 8] LI (VI B (U
3 S BTN BRSBTS I 4 n ® O i w [OIN) FE I 2 B SR O]
bed [TRS IR SR B S I 1)} 0 00 Gy @ Lol (U &} HEIN )]
O 0w Woeed 1t 0w 1t BREN() v}
@ el « o O «r Crwdl ) 0 S BN
R IR § 4 el 00 O 3 Gyl QD 0o
0 O f ! 00 4 O (YIS (SR o) fa f
W O i W@ el oo o i I I |
&1 ] O v ) 0 4 a0 (00 )
i ® 0 L 0 4 [ el 9 [N ) [ IO NS B
al (1 ) 0 0 4 wl Ot o SRS D I I oW W
RREESEN S [ « b0 G [N G L
5} [ 0} 5 O 0 n (SIS L1 O 0 W
fete v 4 [COREE I SR (] > al W - LY )
W O n 0 o al @ O f4 Moo i [
4] o o)l @ {1 el 4] b Lo o Wb W
wb 00O -l I oy O OO [ vl O [ | BT
Gy 00 o I (VIR R YRS B RIS IR U B YR I (V) [ T B 5 B V4]
1] el )00 f1 O et O Nom o fa ® O
N . O fa N R I SRR N IS S B O IS SO B (VRS ] ol G 0
Ny @ 3wy O o O W ot 4 £ s Oy in W (SRR TR ()
RIS I ( I SR S TP Y RS T Y IS TS 0 40O o ol [N FETY R
[V REE I I S ERTE I/ B U} [ D00 EU RN ENE | N w1l 0w
3@ v %] (ST RS ) EE I ) (DN i 0} 43y
@ O 430 O W [T I O BTG T (B () B « O (L WD
S0 00w h OO o HERY) 3 £k @0
[l o O [CRE] W,.. fa G o O ) () 7 IS oo
W e Q0 IO B TS I I () e | 0 vy O by o
N3 S i O G @ (O] 3 [ SR I S IR
W 00 @ 0 [y (ORI ¢ B4 0 0 b b
e Q) S I YI O B B S R RS SETE B S I I (1] W et 0D O @
KRN G 0E 0 0 NMNGS E el 0D (¢} WG @O e

2 .

-l e

Bl R



THE GENERAL AGREEMENT ON TARIFFS ANWND TRADE
AND THE TOKYQ ROUND AGREEMENTS

The primary focus of the General Agreement on Tariffs ané Trade (GA

ATT)
during 1984 continued to be on the work program proposed a2t the Minisierial-
level meeting in 1982. Foremost on this agenda were issues such as services,

counterfeiting, agricultural subsidies, and dispute settlement. Lack of
consensus among GATT members stalled progress on a safeguards code. At the
1984 annual session, the Contracting Parties agreed to begin a formal exchange
of information on services trade in early 1985. They also agreed to a waiver
of U.S. GATT obligations with respect to tariff provisions of the U.S.
Caribbean Basin Initiative. A large number of disputes were brought before
GATT panels in 1984. Of four cases initiated by the United States, two were
completed; panel reports were adopted urging Canada to adapt the
administration of its Foreign Investment Review Act to comply with GATT rules

and requesting Japan to eliminate its quantitative restrictions on lezther
imports.

TRADE ACTIVITIES OUTSIDE THE GATT

In 1984, the member countries of the Organization for Economic
Cooperation and Development (OECD) continued tc emphasize the need to "reverse
protectionist trends."” A major outcome of the OECD's May Ministeriai-level
meeting was the agreement to advance by 1 year the {inal stage of Tokyc Round
tariff cuts scheduled for 1986. The Ministers alsc approved a work program to
develop specific proposals aimed ai fighting proiectionism. Other
trade-related aclivities of ihe OECD consisted primarily of the implementation
of existing work programs covering such topics as agriculiural trade, trade in
high-technology goods, and internalional technology transfers. The
Declaration on International Investmeni and Multinational Enterprises was alsc
amended to further improve Lhe climate for iniernational investment and the
confidence between muliinational enterprises and governmenis. Changes in the
guidelines for mixed credils remained an issue of considerable debate
throughout 1984; the United States continued io advocate raising the minimum
allowable level of aid in mixed credit packages in order to discourage the use
of this type of subsidized export credit.

Three major trade-related topics that grew out of the Sixih United
Nations Conference on Trade and Development (UNCTAD) in 1983, continued toc be
the focus of work in UNCTAD in 1984: (1) trade preferences for developin
countries and the overall functioning of the international trading system, (2)
protectionism and structural adjustment, and {(3) commodities trade. The
erosion of the principles and rules of the international trading systen,
including the spread of protectionist measures, particularly concerned the
developing-country participants.

The United States remained a participant in international commodity
agreements covering coffee, sugar, wheat, jute, and natural rubber. 1In 1884,
the jute agreement entered into force provisionally and the agreement covering
cocoa was extended for 1 more year. Negotiations were held to replace the
agreements covering cocoa, natural rubber, and sugar; however, no new
agreemenis were completed.



In 1984, the United States continued to advocate establishing a
multilateral set of rules to govern services trade. The GATT znd CECD hostied
important discussions on the issues and problems related to trade in services,
while UNCTAD focused on services' role in the development process. The Trade
and Tariff Act of 1984 authorized the negotiation of a free trade agreement
with Israel that included for the first time provisions explicitly covering
services trade.

DEVELOPMENTS IN MAJOR U.S. TRADING PARTNERS

In 1984, the United States experienced an overall merchandise trad e
deficit of $110.9 billion, 1/ of which $92.3 billion (or 83 perceni of t
total deficit) was with the counilry's major itrading partners (under review in
this report): Canada, ithe European Community, Japan, Mexico, Taiwan, Sov+h
Korea, and Brazil. The sirength of the U.S. dollar was largely responsible
for the influx of imporis and ithe weak demand for U.S. exporis. While U.S.
exports to each of iis mejor trading partners increased in 1984, but not
encugh to keep pace with the rapid growih of imports.

The most noleworlhy developmenis in United States-Canadian trade
relations in 1984 were the jump in the U.S. trade deficii wiih Canada and
continued interest on both aides for further liberalization in bilateral
trade. The U.S. trade deficit with Canada jumped from $15.4 billion in 1983
tc $21.8 billion in 1984 (20 percent of the toizl U.S. trade deficit).

Deszite the mounting U.S. deficit, irade relations between the worid's largest
trading partners remained very good. Even though interest in the sectoral
approach to free trade between the two had waned by yearend, serious efforts
to liberalize bilateral trade continued.

United States-European Community (EC) trade relations worsened in 1984 as
protectionist pressures on both sides of the Atlantic mounted. EC exports to
the United States benefited by the rise in the value of the dollar, which
enazbled the Europeans to achieve a $12.1 billion trade surplus with the United
States. teel dominated the bilateral trade agenda in 1984, but this issue
was conly one of several differences over approaches to international trade
that remained unresolved at yearend. The EC imposed restrictions on certain
imports from the United States in retaliation for curbs on imports cf
specizlity steel imposed by the United States in 1983. 1In March 1984, the EC
increased tariffs on styrene, polyethylene, sporiing goods and equipment, and
snow skis; and imposed quantitalive resirictions on methanol, vinyl acetate,
and burglar alarms. In another steel case, rising U.S. imports of steel pipe
and tube {rom the EC led iLhe United Siales to embargo imporis of such products
from the EC from November 29, 1984, Lo yearend afier negoliations on a
veluntary resiraint arrangement broke down.

Althougn no major ruptures took place, 1984 was a difficult year for
United States-Japanese irade relations. A year of intense irade talks
resulted in only a few merket-opening measures by the Japanese. High
technology dominated Lhe trade agenda for much of the year. Two major
h;gh—gechnolo y issues were proposed Japanese resirictions cn foreign-made

ateliites and drafit laws that would change Lhe terms of competition in

1/ This merchandise trade balance stzatistic is based on imports valued on a
customs {(dutiable) basis. When c.i.f. imports are used, this figure would be
$123 billion.
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service industries to obtalin section 301 remedllies. 0OF the si
in 1983, only the three concerning foreign -es o

exports remaln unresolved.
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The teriff provisicns of the Ceribbean 3zsin Zconomic Recovery Act,
commonly referred to as the Caribbean RBasin Inlitlistive (C3I), wenit fully into
effect in 1984. The CBI has become the mzjor U.S. duly-preference program
usel by Caribbean countiries for exzoriing o the Uniied States. uty-£free
imports under the C3I totalad $378 millicn in 1984, or 5.5 percent of total
U.S. imports from the region. %While imporis under C3I 3 ieg e
dominated by agricultural prcducis, they also included 1
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Procedure and schedules
inder the

2
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The vear was alsc characterized by a rise in protectionist sentiment on
both sides of the Atlantic. In the past, cyclical expansion has resulted in
an improvement in world trade and an alleviation in bilateral trade tensions.
Although the brisk expansion in world trade in 1984 cffered an opportunity to
improve the trade climate and lessen the calls for increased protectionism,
the improvement did not occur. This was due to a number of factors,
particularly the lopsided nature of the recovery. The impressive growth in

utput and employment in the United States contrasted sharply with modest
growth and rising unemployment in Western Europe. An even greater disparity
existed zmong the develoring nations. These international differences in the
strength of the racovery were reflected in trade, with the United States
providing a disproportionately large share of stimulus to the expansiocn of
world trade in 1984.

The large U.S. deficit precipitated calls for sectoral protection, and
perceptions of "unfair™ foreign comnpetition encouraged cails for action
against imports in general. Certain industries sought to "stem erosicn of
domestic and international market shares and to relieve the strain of
adjustment made more acute by the strong dollar.” 1/ Thus, while the United
States continued to advocate free trade, and in particular supported the
injtiation of 2 new round of multilateral trade negotiations, it alsc took
such actions as negotiating voluntary restraint agreements on steel and
reinforcing dilaterzl textile ana apparel agreements by using va
tests to determine ccuntry of origin.

Accordingly, the year's "trend toward world protectionism in gener andé
toward bilateral ané product specific agreements in particular, is symplomatic
of the drift of the worlé trading system away from free trade principles

embodied in the GATT." 2/ Against this backdrop of increased calls for
protection, record-high levels of imports, a scaring merchandise trade
deficit, and an overvalued dollar, the United States functioned zs the engine
of world trade growth in 1884. This report focuses cn cne aspect of that
engine---the operation of the U.S. trade agreements program.

1/ Federal Reserve Bulletin, May 1985, voi. 71, no. 5, p. 283.
2/ Ibid., p. 284.




CHAPTER I

SELECTED ISSUHES IN TRADE AGREEMENTS ACTIVITIES IN 1084
INTRCDUCTICK

This chapter describes actions taken in 1984 on a number of major trade
s: comprehensive new trade legisiation, imported steel, and a bilateral
ade agreement with Israel. The Trade and Tariff Act of 1984, signed

T aw in Octcber, addresses a number of trade issues, including rensawal of
the Generalized System of Preferences, negotiations on services and high
cec

th
1
®
®
-
s

technology goods, and reform of existing unfair irade siatuies. 1In Sepiember
Fo! sident arnounced a2 nine-point Governmeni pregram for ithe sieel indusiry

:ad as its centerpiece the conclusion of velunlary resiraini agreemenis

;0T steel supplying countries. These agreemenis would limit imports to

1t 18.5 percent of apparent U.S. consumption in each of the next five

years, the Presicdent esiimated, down sharply from ihe 26.6 percent share
registered by imports in 1984. Later in the year, ilhe President concluded a
bilatersl free trade agreemeut with Israel. The accord is the firsi free
irade agreemeni ithe Uniied Siates has concluded on a bilaleral basis. Each of
these developmenis 1is explored in greater detail below.

TRADE AND TARIFF ACT OF 1684

On OGcilober 30, 168%, Presidenl Reagan signed the Trade and Tarifi{ Aci of
1984 {(Public Law 98-573) inito law. The signing marked the culminaiion of a
ien éebate on a variely of administiraiion propesals as well as

sicnal inilisziives on changes in U.S. trade law. This debale was

ied in the midsi of mounling irade deficits ané during an election
Th

Lo
his seclion briefly describes several of the major provisions of the
hese include the renewzal of ithe Generalized Sysiem of Preferences,
ith Israel, the Internalional Trade ané Invesiment Act, trade law

e
measures, the Sleel Import Siabilizalion Acit, the Wine Equiily Aci, and
T

lanecus other provisions.

GS? Renewzl

L mzjor impetus to passage of the 1984 irade legisliation was a desire to
extend the GSP, which was scheduled to expire on January 3, 1985. The GSP is
a unilateral program of Cuiy-free treatment for imporis from developing
countries. 1/ Titie V of the act extends the GSP [or 8 1/2 years, iLhrough
July 4, 1993, and mekes several msjor changes in the program.

Changes were made in the criteria thai ihe Presideni considers when
determining 2 counlry's eligibiliiy for GSP benefits. The President is now
mandated Lo consider whether or not a couniry affords internationally

recognized worker
producis. The exieni Lo which 2 couniry provides prolection for intellectual
properiy righis andé reduces barriers to invesiment and irade in services are

righls Lo its workers when extending GSP benefitis to ils
-

Y

z/ For

delailed discussion cof GSP performance in 1984, see chap. V.
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A major issue that Congress had to resolve was whether to delegate

tarliff-cutiing authoriiy to the President or to require subsequent
congressionai approval for

T T any negotiated tari{f reductions. Each House took

a different approach. The final version of the legislation reguired the

President to cbtain congressional approval for the duty reductions negotiated
2 n section 102 of the Trade Act of 1974, which outlines special

ocedures to be foliowed in congressional consideration of
2

T
zgreements to reduce nontariff barriers. 1In general, these procedures require
the President to notify Congress S0 days before he enters into an agreement.

Once the agreement is submitted for congressional approval, each House has
60-cdays to approve or disapprove the measure. Amendments are not allowed, and
siTict Zime limits apply. This section expires on January 3, 1988.

For zn agreement with Israel, the 90-day consultation period was
waived. 1/ With respect to 21l other countries, the fast-track procedures may

2pply to consideraticn of bilateral free trade agreements if the President
notifies the Senate Finance and the House Ways and Means Committees 60 days’

L-
before the 90-¢day consultation period required under section 102, provided
ither compittee disapproves during the 60-day period.

T. Tnese provisions allow the President,
1able products, to withdraw duty-free

t immediately upon recommendation by the Secretary of Agriculture.
hérawal would remain in effect untii a2 negative determination is made
Commission, a Presidentizal decision is made on import relief, or
circumsiances are found. Finally, the act specifically states that
ted tes-Israel trade agreement will not exempt Israeli imports from
es or other feorms c¢f import relief under the major import relief

Internaticonal Trade and Investment Act

IZI ©f the act contains the Internationa

L 1 Trade and Investment Act,
aisc referred Lo as the "reciprocity™ provisions. These provisions are
intended o enhance the 2bility of the President to negotiate removal of
£ 7 non :

barriers to U.S. exports. This title aiso addresses areas
de that were identified as important to the U.S. economy
red to be adeguately covered by U.S. trade laws. These
in services and high-technology products, foreign direct
intellectual property rights.

s onumser

cvisions were incliuded to improve the U.S. Governmenti's
to Zoreign marxet barriers. Firsi, the United States Trade
ative is required to report annually io the Congress on significant

1/ The iImplementing legislation for this agreement was signed by the
President on June 11, 1985. For a discussion of the deitails of the agreement,
ses the finzl sec. ¢f this chapter.
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2ffeciing products. Amcng the n ctives are the
zppiication of the mrincizle of ticmal {rezimen r Lr t“e.t ne iess
favorable than that accorded <omesiic f£irms, Lo h—-technoliogy
producis and the adequate protection ¢f U.S. int Tty Lohvs in
foreign countries. 1In addition, the aci gave ithe authority
negotiate lower duities, including duty-{ree irezime nducgo”s an
parts of semiconducters and computers.

s :oa - e - N s PP .
Titie VI of the acl contains sev tidumping and
= erv 1 Jae > m e T AT P oF el
countervailing duly statutes, which Terifi Act
of 1930 by tne Trade Agreemenis act provisions
are techmnical in nature and were intended ¢ 7 C simpiify proceedings
uncéer these statules. DIiscussion of
-3 - - P U Ny
Settlenent agreement autherity
IR < cra St T A . Jeadmgr 2 emes R TS —_— - . Sfoed ~F o
Antidumping and ccounitervaliling duly Invesiigatlons may dDe suspended 1f an
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agreement can Se reached with the foreign government or the major exporters of
+% r~ a ~ 2 -3 R o, - - S NTA S PR ~3 k. - <13
the products under investligailcon. The zct zmends this authority to reguire
verificeticn when 2 setilement agresment iIs bazsed ¢ an “cifset™ tax; to

1/ The President is authorized in sec. 307 ¢f the Trade Act of 1974 to take
action against z foreign oractice which he Finds Tunreasonable, uniustifiable,
or discrimiratory” and 2 durden on U.S. ccmmerce. Seciilon 384 of the Trade
aud Tariff Act of 19884 expliicitily defines these three terms.
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of plants or the underutilization of production capacity; and inventories are

defined to incliude those of domestic producers, importers, wholesalers and
retailers.

Second, a new method of congressional disapproval of Presidentizl
decisions on section 201 cases was enacted. Under prior law, if the President
provided relief different from that recommended by the Commission or declined
to provide any relief, Congress could direct the Presideni to impose the
relief recommended by the Commission. It could do so by passing a concurrent
resolution, which must be approved by the mzjority of those present and voting
in each House, within 90 days of the President's decision. This "legislative
veto" was considered to have been rendered unconstitutional by the 1983
Supreme “ourt decision in Immigration and Naturalization Service v. Chadha,
462 U.S. 919 (1983) and Consumers Union of the United States, inc. v. The
Federal Trade Commission, 691 F2d 575 (D.C. Cir. 1982). 1/ The new procedure
employs passeg: of & jcint resciution to cveriurn the President’s rejeclion of
a Commissioui reccmmendation. Joini resolutions may be vetoed by the
President, and if vetoed, Congress may coverride the veto by a two-thirds
majority in each House.

Steel Import Stabiiization Act

The enforcement authority necessary to implement President Reagan’'s
program cf steel import restrictions is provided in title VIII of the act. OCn
September 18, 1984, the President announced that he would not use his
authority under section 203 of the Trade Act of 1974 to restrain steel
imports. The President’'s decision folilowed an affirmative finding and
recommendation of import relief by the Commission under Section 201 of the
Trade Act of 1974. 1Instead, he announced his intention to seek voluntary
restraint agreements on steel imports. As a result, the USTR proceeded to
negotiate bilateral agreements with mejor steei-exporiing countries. 2/

The purpose of this title is to give the Presideni authority to enforce
these zgreements by allowing him to require a valid export license as a
condition of imporling steel producls into the United States. Authority to
enforce the 1982 U.S.-EC arrangement on pipes and iubes was also provided.
The latier provision reflected concern that the U.S.-EC arrangementi on carbon
steel had failed to restrain Lhe increase in EC shipmenis of pipe and iube
products intc the United States.

This enforcement authority was granted for up to 5 years. However, the
authcrity will expire if the President does not annually determine that the
major U.S. steel companies have committed substantiially all of their

n

oF

steel-related net cash flow to reinvestment and modernization investments ané

that, in gemeral, the industry has taken steps to maintain its international
competitiveness. In addition, each major company must commit 1 percent of it

ES

ts
net cash flow to retraining workers. This retraining requirement can be
waived by the -residant with respect to specific companies if he finds that
unusual economic circumstances warrant a waiver.

sion involved a one House legislative vetc and the FIC
i 1y two House veto.
2/ For detzils of the steel program, see the following section.



Wine Provisions

ons affeciing wine trade are found in title IX, the Wine Equity
ticn Act, and in tiile VI.

le IX requires the USTR to identify major wine-trading countries that
tizal markets for U.S. wine and that maintain tariff and nontariff
barriers to U.S. wine. The USTR is then required to consult with these
countries to seek reductions in or elimination of these barriers. If
appropriate, the President is required to take retaliatory action under
section 301 of the Trade Act of 1974. By November 1985, the USTR is to report
Lo Ceongress on the success of these efforts.

In addition, title VI contains a special provision for grape growers.
For a 2-year period, for purposes of antidumping or countervailing duty
investigations on wine and grape products, the domestic industry shall be
defined to inciude grape growers as well as wine producers. This provision
effectively gives grape growers standing tc file unfair trade practice cases
against wine imports.

Miscellaneous Provisions {(Titles I and II)
TSUS changes

The act contains 70 amendmenis to ithe tarif{f{ schedules of the United
tates. Among lhese amendments zare new break outs of telecommunications
rocduct classifications, which is intended to improve the monitoring of
mports of telecommunications equipment.

] m
%)

43

arking reguirements

The act requires that the country of origin be marked on imports of pipe,
fittings, ccmpressed gas cylinders, and manhole parts and assemblies.

‘d-

ipe

J

Customs brokers

A new administrative system for regulating custcms brokers was

established. This system includes new licensing procedures and penalties.

Trade Remedy Assistance Office

Section 221 of the act is intended to make the trade laws more accessible
¢ small businesses. To accomplish this objective, two steps were taken.
irst, a Trade Remedy Assistance Office was established in the Commission.
his office will disseminate information to the public on the import relief

atutes. Secondly, each agency involved in administering one of Lhese
tutes is required to provide technical assistance to small businesses in
he pre ara ion of petilions ané applications for remedies and benefits
y the statules.

-3 bz ot
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Chronology of Developments affecting U.S. Steel Trade

1859: For the first time since World War II, the United States impofts
more steel than it exports.

19631-67: 1Import penetration in the United States rises from less than 5
percent in 1960 tc 12 percent in 19¢7. U.S. steelmakers file nearly
300 antidumping cases, but only 8 are uitimately decided in the
industry's favor.

1968: ° Import penetration reaches 16.7 perceni. United States begins
negotiations with European nations and Japan to obiain voluntary
restraints on Lheir steel shipmenis to the United Siates.

1%6S: Japan ané several European nations announce Lheir inient Lo impose
voluntary resirainis on iheir exports of steel to the United States
through 1972.

i972: VRA's on Japanese and European steel shipments extended through 1974.

1974: Trade Act of 1974 passed, changing the criteria for obtaining relief
from imports under the so-cailed escape clause provisioms, found in
Section 201.

1376: Following a petition {or escape clause relief, the United Statles
imposes quotas on specialty steel products including stainless steel
and alloy tool steel for a three year period.

1877: Dumping duties imposed after finding of LTFV sales of Japanese steel
plate in the United States.

1978: The Trigger-Price-Mechanism (TPM) is implemented. Imports that
enter below "trigger™ prices may trigger an antidumping
investigation which would be self-initiated by the U.S. Government.

1¢7¢: Import relief under section 201, which is scheduled to be terminated
for specialty steel in 1979, is extended for 8 monihs until 1280.

P y s

1580C: U.S. Steel Corporation files dumping cases againsi seven European
countries regarding carbon sieel producis. As a resuli, the
trigger-price mechanism (TPM) program is suspendeé¢. In May, the
Commission makes affirmative injury deierminations in most of the
U.S. Steel-initiated cases. In Sepilember, adminisiration re-imposes
TPM, revising "itrigger" prices upward. Producers withdraw their
suits.

1981: Specialiy steel imports are monitored by a new surge review program

under which significani increases in imports of a preduci from a
counlry could be used as the basis for the Government lo initiale
anlidumping or countervailing duly cases.

The Departimeni of Commerce secures a Memorandum of Undersianding
from Japanese nail producers. The agreement terminated an
antidumping investigation in exchange for a Jjapanese assurance that
les would be made at or above Commerce's published price levels

sa
for a 2-year period.



1582: The TPM continue n operation until nuary 1982 when it was again
suspe to numerous petitions filed by the domestic
indus - infeir trade practices by European makers. The

tuted for imports of certain stainless steel

of Commerce reaches agreements with major European

ing their market share for a number of steel mill

suppiiers liri
products through 1685. Domestl

ctions agazinst allegedly unfail
countries.

iy traded steel from the European

As 2 result of 2 301 petition filed in 1981, the President reguests
the Commission to initiate a 201 investigation five specialty steel
products, initiztes multiiateral discussions aimed at elimimating
unfair trade practices in steel products, and announces his
intention tc meonitor imports ©f svpecialty steel products subject to
the 201 proceeding.

1283: The Commission votes 1 the 201 specialty steel import

relief case. The Pre eg- : tariffs on certain stazinless
steel preoducts and imposes Las on ot“ers Late in the year,
orderly marketiing agreene ts for specizlty steel products are
conciuded with Japan, Canade, Poland, Argentina, Spain, Austriaz, and
Sweden.

The USTR rejects a2 301 vet e
Steel iInstitute that aileged that Japanese agreements w1th m jo
Ruropean steel producers were in violation of the GATT.

[

1684: Bethlehem Steel Corp. and the United Steelworkers of America file a
petition for relief under section 201 of the Trade Act of 1974. In
July, the Commission makes affirmative determinations on

) St
semifinished steel, plates, sheets and strip, wire and wire pr
and structural shapes and units. The President announces a new
Government program for the steel industry in September and by
December ccncludes market-share limitation agreements with seven
major steel exporiers.

the Commission made affirmeiive determinations covering approximately
75 percent ¢f the voiume of the steel products under investigation. 1/

1/ The Commission reased imports of carbon and allowy
steel plates, sheef . e and wire products, and structural shapes
and units were a2 s b ause c¢f serious injury to the domestic sieel
industries producing tnose products, aﬂd Phﬂ+ increesed meo"ts of
semifinished steel p
threat of serious i?jury. Commissioners Stern and Liebeler voted negatively
on all product lines. For semifinished steel, Commissioners Lodwick and Rohr
voted affirmatively on the basis of threat of serious injury, and Commissioner
Eckes voted affirmztively on the basis of present injury.

The Commission ive ueverm;natzons on other product lines were
based on the f:nding ra-industry competition (wire rods and bars) and
an unusually severe decline in demandé {railway-type products) had greater
adverse effects on the steel industry than did import competition.
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On Sentle 8, 198%4 ihe President announced iaai he would notl

By £ e = 2 = M

the Commission®s T c c ile o

.
netional economic

Rerresentaiive, lhe President said: 1/

< zrotecilonism, te Xeep our
competi Lo provide
ce of zccess Zor our traii e i is not
in the naticnal ececnomic interest to take zcilons which
risk thousands of jobs in steel fabricaiing and
onsuming indusiries or In the other sectiors of
cnomy that night be af - compensallon
“Cta--av-Ou measures Lo which ng pariners w
be entitled. . . I
gO FeTTy ...L:\..-\. i

this new policy is the
legitimate concerns ol th

PP | ]
maint a_n_::g a2ccess Lo cur

4 A "O res)

e

-
e Presidenl ocuiliined 2

ssicn’s recow

" - -— - Lo~
Government c;og*a: -0;

Indusiry. 2/ The melor
su:ge—bo",ro a::anzements,

e,

whose exporis Lo ithe

component

u:cersza::d-ngs, OZ‘ s"soe 1sicon agr eemenl

Tnited Silzies have Increased sig:ifica:t_‘ nl vears due lo an unfalr
surge ImpoTis.” Unlzir surges were < Presideni’s <ecisicon
es dumping, subsidizatlion, cor diversicn rting countries whe
neve resiricted access to is. nol prove possille Lo
otain surge conlrcl agreements, lhe Pres he would use hi

-a 2 =~ % - Eal :.-. B, p -, AP Y 20 ™ <
vlcer e Unlal Lrace Laws, Lo : z ion 301 ¢f in Trece &c

to ensur couniries <o

un-estrici < access Lo
-~

T.S. markxet. azreements, such as Lhe EC arrangemeni and
voluntary restral Ice znd ¥Mexico were ie reme eff
Accerding to the the net resull of inis program wou e

t of the T.S. steel $arkei, net 1is
which would be restricted Lo gbe

tons cunuclLV. i/

P

< Reegzn, ¥emorendum foT Steles Tracde Rezrasenialive
Steel Tmoort Reliel Deterzminazlicn, Sedt. 18, 1984.
R. 184, Sepi. 20, 1984, po. 368 3-38814.

The sleel pregram <& he U.S. CGovernmeni would

om A3A mat i '~y 7
m Q¢ TICT STeCily 20w Tl
-

c“gntrg nadl engagel in unfair frade In sieel.

4/ CfZfice of d Steles Trade Represenlalive, "3rock Announces
Presileni’s S ress Release Xo. 8%4/23, Seoi. 18, 1984, o. 3.
Scition Lo ihe procducts covers i o :
aéminisiralion conclucded negol
ané ilube exporis to 7.8 per

1886, The adiminisircation is
L the semifiinished sieel e
milli Lon semifinished svvv_

sefo-e th Suheon Cen
SeIlTe T muIolee

- < ~
use Commiliee on Inergy and Ccmnmerce

K Rad . - pryd
nl ¢of Rodberl =,

and EnvesLigations=
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Other points cf the Presideni's steel program include--

-~
(=
~/

Suzport of legislaiion in Congress to make enforcable at
U.S. torders all VRA’'s and surge-conirol arrangemenis; 1/

21
o

ng consullations with L"ad*ng partners to seek
on cof itrade-distoriing and irade-restricting
3 2/

L4

2}
2 pde pae

pe 33
QO ¢
o ¢
0 R

g of Lhe efforts taken by the steel indusiry to

adjusl and modernize; 3/

~
W
[\
o
b
'
P
Q
2}
Fie
]

{(4) An inieragency review of all U.S. Governmenl domesiic iax,
regulatory, and anlitrusi laws and policies that could hinde
the a2bility of the steel indusiry to modernize;

{3} An znalysis of domesiic steel plate capacity in relation tc

mergency needs; 4/

r

(]

evelopment of a program to assist workers and communities
dverseiy affected by sieel imports. 5/

N
O

s

mn

o December 19, 1984, the United States Trade Represeniative anncunced

Py

that masic reement with the governments of seven major steel experiting
ccuniries had been reached on limiting their steel shipments Lo a specified

shzre of the U.S. market for the 5 years from Cctober 1, 1984. 6/ The market
» greed to were as follows:

Country Shar
Japan-——————mmm 5.80
Kor@g-mmmm— e e 1.90
Brazil-——m—mmm e ¢.80
Mexico-——m—m—m o 0.36
Spain-—mmmm 0.67
Ausiralia-~———————mm—mo 0.18
Souih Africa---——---———rem—- 0.42

Tolal-———--m— - 10.13

Socurce: ©Office of ithe Uniled Stales Trade Representiative.

, the Trade and Tarif{ Aci of 1984, was signed into
ci. 30, 19884, Title VIII of this acl provides the enforcement author
] = 3

point would be efforis by the administration in the CECD
es or mixed credits on the exportaticn of steel making

ccuntries. This is part of a broader U.S. pelicy to

zation of investment in sectors where a siructural world

10 3

O 1 P S

v

o
er
<
<
“
[
=
S

“he c "xiss on would perform this function.
of Defense and the Federal Emergency Managemenl Agency
his function.
The Secretarv of Labor, in conjunction wiith the
esponsiblie for development of this Drogrcn

AZdE agreements were negotiated in 1985.

PN S
']
13
o
O
[{%

]

2
'1
(¢4
73
(]
21
i
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.

ocal communities, would
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Shipments ¢f stainiess steel procucis and of carbon sieel sheel, plate,
tubular gocds, shapes, ané bars were coverel by ihe °“eemenvs, Dui
negoliziions on the specific mix of precductis

these grourings coniinued Inlo 1983,

A VRA with the EC, resiricting iis overall markeli share ic aboul
5.¢ percent of the U.S. market, had been negotizled prior to the anncuncenent
cf ithe Presideni’'s steel program, ané ii is expected to conlinue tnrouoﬂ
1¢85. 1/ The December agreements, compined with the praviously negeilated
agreement with the =C, cover 2boui 75 percent of total U.S. imports of
affected products. 2/

In the President’s steel program, semifinished steel imports were to be
resiricted to about 1.7 million toms. As pari of the steel negotiaticns
concluded by the USTR in December 1984, semifinished steel imporis from the
seven countries subject tc agreemenis will be ; ;

1885. 1Import levels for the fcllowing & year
Nearly 600,000 ions of ihe overall imperi limi
be ¢ivicded among the Largesi U.S. sources of
Sweden, and the EC countries. The agreement
shiomenis in 1985 zre as follows:

Authority ito enforce these VRA’'s is contained
i 4 inc

T
1884, whi udes the option
n

e

1/ The arrangement wilth the EC is administeredé Dy applying ihe suppiving
couniry's market share Lo a forecasl of apparent consumption te arrive et zn
actual quoia level. Shorifzlls or excesses in markel share due ic errors Iin
the forecasti are faclored into a subsecuent periocd’'s gquola level.

2/ Office of ihe Uniled Stales Trade Represenialive, press release &4/Z3

Dec., 1©, 1984.



governrment In accordance with VRA's with the United Stzles. 1/ The
enfcrcement ﬁw4”o:ity ends after S5-years [rom Oclober I, 1684, or al ihe end

t“ S year period if the President does noit determine thaf
t es have mel certain modernization and competltzveness
rej'-re"e“,s. z/ The Comm' sion was requested by the USTR tc monitor and
Tepori on Lthe steel industry's efforis ic adiust and modernlze ané on the
competitive condilicns iIn the steel indusiry. The annusl Commission reports
are due ic the Presideni by August 1 in each of ithe 5 years iLhrough 1989

Llhe clher »oints cf the Presideni’s sieel program, the
c etary of Labor, in consultation with the Sileel Advisory
e, | utmil @ proposed plan of action for assisting workers in
communilies that are adversely affected by sieel imports.

-

ideni's steel program, some irading
might intensify io protecticnisi

L was inconsistent with GATT
S on so-called "grey area measures”
iy in the coniext of the

2
e e Essentizlly, there is concern
t poate’ ration grey a: e culside the discipline of the eATT
could lead %o increasingly prolected werld markeis and may have the effect of
“cartelizing markets, of penziizing the most efficieni suppliers, ané oflen
lezd o trade diversion and seolitical frictioms, even if ithis was no: intended
by the countries which have sought them."™ 4/

In aznncuncing his intention to seek import restrainis, the Presideni had
indiczted that "Iilhe Administrailion’'s hope is that ithis combination of
actions, taken withoul protectionisi inleniion or effeci, would enable one of
‘he United Sitztes® most basic and vital industiries to return ic a level
clayi ield, cme in which steel is traded cn ihe basis of markel forces, not
governmenl initervention.™ 3 counters these proteciienLSi
fears by pointing oult that the steel program limiled in duration, includes
z=rovisions io encouraze and moniter Lhe domestic steel indusiry's adjustment
efforitg, and inforces U.S. efforts to eliminate irade distoriions and trade

] tic

es in other markeis.

itle VIZIX is ziso referred lo as the Sieel Impori Sigbkilization Act.
ese incliude reinvestment of substantially ail neil cash {low inic the
ector, wilh no less than 1 percent commitied Lo worker relrzining, and
sufficient action to meintain international compeiitiveness, including
ntroil measures, productivity increases, and producticn of

b ocmpetitive and GuaLlLY—COnmeL;t ve products.

3 rey area measures” is the term used ico describe irade actions
techniczlly taken ocuitside GATT rules. See the 35ih Operstions of ithe Trade
isreenents Program, for discussion of the efforts of ithe Safeguards Committee
to develep a safegueards code zné the pressures for and possible implicatlions
of grey arez mezsures.

4/ Safeguard Committee Chairmen’s report November 1083,

3/ ®Ronzlidé Reagan, Memcrandum for the United Stztes Trade Representative
regarding Steel Import Relief Delermination, Sepil. 18, 1684,
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Current Situaticn

Full vear data for 1984 indicate that the situatiocn c¢f the s itiustry
continued toc wezken. Imports accounted for 26.6 perceni of U.S. mpllon
of steel in 1984, up {rom 20.5 perceni in 1983, and the indusircy dad iis
third straight year of iosses. However, the 1984 loss of $290 m was

less than the $3.¢ billion loss in 1983. Employmeni continued ic &r
1984, and the 1984 total of 154,000 workers was sharplyv down {rom I
average of 169,000. The work force is less than one-fourth o
employment of 544,300 in 1943. The steel industry's situati
dete"‘orate in the last two quarters of 1684. Capacity uivlizat
om 77.4 percent in the April-June 1984 quarter to 61.2 perc
J¢ly—September period and 56.2 percent in the October-December uarter.
Production levels and capacity utilization rates improved moderately in the
first quarter of 1985, with output reviving to 22 million short toms from
19 million short tons in the final quarier of 1984. Capacitiy uiilizaiicn Tose
to 66.3 percent. But employment [ailed to increase, remaining at the 154,000
level, and impori peretration stood at 27.6 percent. 1/

By micé-May 1985, the Administration had finalized negotiations on iLhe
specific terms of restraint agreements with Japan, Xorea, Brazil, Spzi
Australia, Finland, Mexico, and South Africa. These VRA's are tc cover siesl
imporied during the 5- year period beginning Ociober i, 1984. Mosi i

steel product lines will be covered, including product lines on which
Commissicn made a negative injury determination and some produci 1i
which seciion 201 relief z2lready exisis. The adminisiration is coniinu
consult with olher smaller suppliers with respeci ic possible adéiilior
VRA's. Imporis {rom supplying countries for which VRA's have noi been
negotiated--including Canada, Sweden, Austria, Venezuela, Taiwan, and severa
other European countries--will be monitored by the USTR. 2/

UNITED STATES~-ISRAEL FREE TRADE AREA AGREEMENT

The administration recently submitied an accord tc Congre
T

21l tariffs between the Uniled States a2nd Israel by 1995. a ree
trade areaz (FTA) agreemeni, the most comprehensive that ithe Uniied States has
reached with any country, would eliminate tariffs and nontariff{ barriers on

irtually 21l trade between the two countries. 3/ The major purpose ¢l the
agreeme"t’r is elimination of custom dulies between the two trading pariners.
According to the USTR the current $3.7 billion irade beilween the Uniied Siaies
and Israel could quadruple within 3 years as a resuli of the agreement. £/

1/ U.S. Inlernational Trade Commission, Monlhly Report on Selecied Steel
Industry Data, USITC Publication No. 1700, May 1985, based on datz I i
American Iron & Steel Institute and the U.S. Depariment of Comme

2/ Office of the United States Trade Representative, "Brock Anncunces
Successful Sieel Negotiations,™ Press Release No. 84/26, Dec. 1S, 1S84.

3/ An FTA is a bilateral agreement in which each couﬂtry remcves Lrade
barriers with respect to the other. Under article XXIV of the GATT,
signatories may esiablish an FTA if the agreement ellmlﬂates duiies ané ciner
trade resiriciions on "substaniially all trade” and does so in & "reasonat
length of time. An FTA deviales only from the GATT mosi-{avored-naiion
obligations and not from the entire document.

4/ Stuart Auerbach, "U.S., Isrzel sign irade agreement,” The Weshingion
Post, &pr. 23, 1985, p.C4.




oy

[ )

T AT eman gmm
SCIXZTIUNT

e — - sz - P 3 ey LI R £ e 2i Al LR - -
The Zsraell CGovernment LTSt TTCDCSeC e Ices Ci oa Lnited Statles-Israel
Ao . 2 2 r b 52 A
negclceraclcns toward estatliishmenl of an aZgreement ClC
P — T mamIOS pal ! )
* Passage oI the Trade and Tariff fct 98
the adxinistraziion wiin SUTRCTILY CC conciud Sucn an g
a~gE 27 ~sr~ovided for “fast trazek” Congrassionzal review
Sl &2 e vu ~OL LS o & LULLELT na. T 4 .
L N — e Mo Ny AT dm A e 2 ymad
_nilla.lel LI eart”.ly Mazrch 2y JCC countries a2nl was signec
- = - —_— e e s - N N -
~%85. ./ L nes 3ee: aooroved Dy the Isreell Cebinelt ang,
. b o Te aem - - - = >
X [ VILocunl Lay 285 N <
ag:‘ee...er:z, I e Jniiec
T - 2 T "2 DN T mam A, Y] ~ 2 oA > 3 aa
e DIoTosed fYE Te.les O e TamewlerxX O. TLgois am : < . under
< G o 2 - - = D o Tgmm A Loalei - a e .
L2 enerziL mgreement O Tariifs and Trzde. a2 Fia ang néed Lo
of 3 fmpmme 28 Lt BT H K H N P
e ezl Logelner; i Lie oz TA <fces ncl address an issue or TOCLLY
E P 5 /s e 4 M 2 730 e U s - P g e =%
Lhe relevani GATT orovisiocn, L ne CGATT TICVLISIODN WI_L 2P32Liy. "O“eOV\.L , The
=TT A — P Ptat hoave vel A Tha 1man it el e {ha AT 2amTA A L emeaAa
ZA COVers areas hacv nave yel U D2 LNCorporalel 1NLe e eail, uch as irade
2 2 2t AT et & o - SR —_alal o T -~
. serv.ces nlelLediluai DIoperly TLgnls and trade relzaled pericrmanc
> == o 2 &

TegulTements.

2 - It % T3 A 3 Ty nees T % Eal 29 L — Ll
Bolh couniries believe ithey will Densfii from Lthe FTA.

= 1882, ithe Tease
vear for the negoiiziliomns, the Uniied Silzies exvoried $1.5 billicon ic Isrzel
- ~

_——s 2 - SN e ISl 2072 /< S AT - N a7l - % Py on a r
end Imported egboul $1.2 pillicn. {(See table 1.} Allhough zboul 90 perceni of
- ? ———~e 2. L o Ti—= 22 Y PN Taeld we AL, -
Israel’s preducis already enler the United States culy free, elther o 2
~ ~a S e ) QD Taw A i ooin oraataom
- - - - - - I -~ — - N - -
¢—na sreel hopes lo geain grea
3 A TTAd <
° M“vc* an FTA. Not only wouid
LR At
nave the ad i

[od -_a--ok,s el
from Isrzel
resistors,

uc: s
s ~ -— - T - o e l L

switwezr. Conversely, a>ihcugnh mand L also recelvws

e gy = o~ - kS » Y- ol -~ o - - -

uity-free trezimenit, abcout 4C to 45 LS LC IsTael zare

A rmand T d'1~'—:a‘v\1e T 7082 -T'Tﬁese S s -'«s v\v‘e«ﬁo:-\r;

PR R T e, LT, AR — Py (SRS S (ST < -3 D

o G - 2 - 4

about 0.2 percent. 2

U.S. producis are Increasingly al 2 &
S PRI -~ 2 > -2 34 P —, -
88 billicn market vis-—-a-vis ihwse oI the Eurone ¥ as
= e - hryband < - a0 % Prad T 22 4 Al - e henlan oY P o o
2C-Isreel FTTA, 3/ In ilhe zbsence of & Uniled Stzles-Israzel FTA, ih ariifst

- m1, < 2 £ T -~ -~ - M 2 A Amad 2 E~gE AR}
./ The signing was Zcllowed by Congressional comsideraiion of ithe
E EN - LA S - - = T T A R ': i L}
.‘.e:"_v_.-g _eo_s 2T10T Ol & Lasi—irack Drecess. cnder (nese exXxgedllled
2% Tatad s 2 L a1 T a2 SEEES 54 4
Tes, Conce Tae leg-s-.c*._.o: kS LorTRnEaLlly ceeld T uO"o- ess, 1L czZniniot

ed and aciion musi e ilaken wilhin 6C legislalive davs.
o

! & s & —.., -2 TS -— T TG > =z 2 - S 4o
2/ Stztlemenit of Robert Lighihizer, Depuly USTR, befcre ihe Subcommillee o
M A o r 2.3 A P S -~ - e o 5 2 Qs - -
Trade, House Commiitlee on Wars and Meazns, on zreoosel Uniled Stales-Israel
ko [ P B . = T »
Free Trele Ares, May 22, 1884.
T Jas 1% & s e -~ T o -— roo2 Tasmt w2 < T.eond fa
37 Under lhe ilerms of e EC-Isrzel FT4&, Imporis cf indcusirizl producis Irex
Tsra 7o Crmani Al Airicr_fema i ey 2T a ceTer ~Cc77 Aot Tam Aapewd ale
Zsrael were graniel CUIY-—1Tee @IILTY arlerl cuLy L, L%//, eXcerslL LOoT Cerialln
-roduct n which full BEC conce iom e Aalawars a3 23
cToguLis 0;- WNRLCD fu.. A0 CConICessiln were ce.ayel Uil
Jead 2 - . = £S5 M S S <
Dec. ed dutles on zboul 6C percent of its industirizl
. - - - - ) . R . -
impoTt g oy Jan. L, 1%8 Duty-free Lrezimenl Ior
< -4 E —= - - + Q.. S - Y~ 2 =
the rem trial o] was originaliy scheduied to be zhased in
Ny TOR= s % LA S} - o M A - - - 2 E ¥ el
by 1883, with twec possidble Z-year exXiensions gra:vec Lo Isreasl ai specific
- F I -a’ 2 £ AN AR S s T3 ks
stages. Israzel has asked for selh ¢f these exltenmsions and will eliminate
&2 b o .- M < Reem ™= e - - e}
Sutles on all BC industriazl zroducts by Jan. L, 188S.



un n o N ™ ™) %) v
i o) -l N NN I AN 49 g} 0 wn EP] (]
3} ~ n W ol ord <)
23 o~ W ot
‘o O] [SI0)] ) kel
) 0 b fa Q wl i . @
I £ ] 0o & 0 i
10} o it oo [ by} .
[#) I B (1 Y] b o
4 e o [0 0n - LN
[J} W W O Mo wl QW
™ fa @ EETN G S} Wl
~ 03 (SRR ] O 0 - [T S TN & RS I 1
IR ) O 1 OO M G M3 o 0o
S S T S T T T T s A @ [ SOl fa
™~ ~ s ) o» o B0 o @ Q0D Wy n
0 OV 1l O 0 N NO OO <O ) RSV [ T 1 RS NI T A ()
o 0] N ) ) I~ N O OO O O b W @ ol O &1 43O (Wt
vl f TR SN & IR ~ 0 OO oD O f1 0 fa 4 ad By el oerd W
) NN & o o o Y Y v W 1 £ : S B RS | [ D) o
“ v NO N D)~ (¢ IV 00 W o O sl O u O W o0
vl ol O S el O N ) WY WD o O K¢ 10 O (W a [T ()]
U} [UBN Y] TR IS R | Wy ) (D () gl P 3] O o O3 h ERIS ORI &
0] I Y] - N o wr vy 1 [ORIR BTSN /) I | [ S IRTE | ol
i ] vl v [ [ONED R I I R () R BRI () I
%} W | 7S %9 Y [0} ® 0 o ol MRS IR IS Y
1 1o | SL 000 6 O 0 W
- (U} U] O (L ) Lol 80 O
S “ RERN e DR W0 » ® f1 el 00
) vl ) e. i 1 v 0 3 ool 0 o
ol & 0] 300 N O o g
- (o Ot 0 St ol Y g o
al o | ® oGy ) ol o n o n
[V] se eo] se se o6 es se se ee e+ eo se es se se se se ee es ev sa » ,3 . () . »onm O. wi 0
i [ [ [ | | (SR B n {1 G0 W ot ot
W [ [ | T B | [N vy e O O NSER () AR N
. f1 [ [ [ I | i [ERN ) ) (O3] O (ORI
) ] [ [ [ S T | o ® 9 3 m o a0 @
o~ (| [ [ | [ (SIS 1 %) 3 00 sl ™y
N [ | | [ | SR O 0 - WO 0 1 Q [0}
%)) [ | | [ | N G0N O O g} W
R [ | | [ | o O » O 00 @ (1 )
D [ | 1 [ ) ] 1§ KRR T o, w) {4 10}
[ 1 ] [ | o 0O oW al O3 7]
G [ I ! | [ 0] | ) 0 oo L ) (4]
O [0 2 T N | O I B | 00 Ny (72 OIS f
[ | N I S . ) H | W e} O
oy | ! [0} [ ERY] [\ [ed) wl {1 W Y 20
{4 [ | I [ o f1 O n wn )
« (| | 1 [ 0w s~ ! W [y (O Y] Y
£ | | [0} [ NEENU} » o O » He R &
{3 {4 1 0 1 1 [ ) f1ad & " owm 1ol « - i
i3 O 1 %) [ 11 B 0 O ol I8 00 () f s ) e 0
%] LR R A | [$] [ ) [STC o W O - v O n )
| T B¢ | ) [REIY] 4 et 10} w o | G0 cQ O
1 [0} [ 1 . | ot () ol ) n VO 3 Y ) e
. W 0w W | w0 (IS IS 3 f 0] ol 0 (SN0 n
v . Fro5d e | [ORNR I ) o Fros) 3 (S O oo
{4 L 2 ST S B A 0} W [CEIRO T by ) RSENC TS W
® 0} O | [ f O o ad J RORE [N PRI BT A6 Dl ¢ W
s ) I R B @ £ Q0o (i aow 0 G4t Ly 4] "
(3 Hi [ £ N ST <} 1198 W W e[ O 0t Fo 2 O ™ @ ) o
(] O af Ol O ol ® Ol O ®n QO ol N 20 [ S S
[ & O 0 o) [¢) o G m [0} o) PoWoty (ORI SR W 3ot @ ot
Giooe 0w e 3 N S B S I U] (0] ® 0 e Ll adoon Y ey fr)
[VARN} G s ) Y G T3 e et 0] . W ] (@] [ Won o
[/ oy w o W G 0 He IS W e [ I S B B
Ay O My A a3 1) B A M 4) s @ ot O ™ O v 0 » O W W
£ ey ) ] %) _.J 2y 7] O 1 O® ol . fa f4 o0 O
0 1 3 O O - a1 B o [ S o Q) ISR (NS W LRUE IR
Mo m; o 00 [CENUEN O] al s vl O n un 1]
[EREE) X ad 0 (SIS I 1 £ 3 2 (O U ]
al 0 o O [z 11 fa00 73 OOw O LCHRTS B IS B
[B] £l Bl 1 @ 3 el 3ol b
. . AN O MJ 0 el a4 O el o O 0
©) (4} [RIRS [0 IS ] W& 3 fe 00 o b m.?
. . Q fi I & L R o (0]
1) [ O« WOy B (L al 00O

e
callc

S

ssi
Committee,

SLTURRILS.

PR

= -
-
ooe
e

ezns

o

et
e

~

S

~
-
cl
[o2
T
el

2ns
emen<T
se

~

_ A~
S
(SR

/S

-




e .. .c
W) & 2] 0}
I ol ) -
Q W) [} H o O [ ) )
& 3 1) ) 0 o] e i
[0 3] Q 4] W io] 4 W
|7 IR U] ] [ @ e W ed O [ONES 0] Wy
Q $ 3 ol o ¢ O O e fa o) I n o
sl 00 00 O t € ol @ el 0y RARR (IO BN () > G
. PO I (1] 0 ré] ted el NS RN E BN S IR 7) B @ o> W -l
n o3 e 3 » ) [SEEY] £ G KA NN, IRTR ] )
o} W i I3 by, W o W 0 0 O bl o
X fa .G @ £ M 60 O QO O a4 ol 0 [OIRN]
9} 0 o - - O o QO el W [ QI SRS I (7]
(3 IS 3) o, 00 O n n oD 0 0 0O o [ ]
I O O in W G ISENORN (NS s I ® QR o o
o DM N O L) (ST N e W s ¢ B ¥ St E Ha fa
0n WO 0 W erl 3o Qe Q NB] O 6 Y
< 3y 0] 0] 3] ol D 0 00 n o o ® =
[ ] [ K (. O O S I O Q ) ord K¢
‘J L1t [0} L0 fa (8 et O ) 1S4 >y ) W) e
¢ (SR /I O} o) O ot Oyt O @ D @ w0l ]
el (] Qe D ot o bS) £ 0w o I of [0S
Getoerd 4 v 0 0 & o @ O n 3 o3 4 {30 el fo @
[ TN Y )] o oo o n n [ RS S O I & ® et O 2 o O
W ) ) » O 4 o [ O © el @O (0 M I - 0t G @
$9 b0 (7 ] R ol O O 3} - £ 0 £ WL O ® el @ O Q@
el et U3 o (3} L) Ot ) PR =) N O ol W OO G O OO G el O
-t O a ot © O ) W O3 O £ AR+ ) t £ ) 00
n 0 0 £ ) oo 1) ® 0O 00 om L et D s} [e) (el (3 fa g
® O 00 f sl [ et i Q@ [l > @3 3 W) O Qo a
b ol o ER VR £ et Y ) €10 el oYt O -0 0 £ 0w g Nl
e ol £ O ) » @« W a3 (S S T S )} By Q) Qe OO
¢ o a0 - % @ F oo W et D5 0D O 00 | TWOE M L O Ky
f4 £ ™~ 3 £ Q (O} )0 oo Boad e ) g O e
w o Fey 0 n o I > 0 b fr o O ert erd b e O
[(V TS o '3 11 e O od ) ®» a n.4 0 o000 n o Ga O o« 0
) o ® U] » ) ES) O n.J ol f4 00 O 0 QO
~ fq oo £ 1 ) £ I - ol By 1O @ Lt W o o) @
3ol iE) £ fa i) R ] 0n O o O 0D 0 L B S AR A ¥
S o o £ 2 q ‘D o 5 S8t Baeon |00 30w o
v <o G { P oo A SR Qg A LR R
o 3 w o ) )] : # o . oM © n o - 0 E D g Ol D B 0w
£ FERNE RN fa 0] 0] fa el {3 - ® ord ol O | e - [¢] 4 00 O O WM O -
rd o ® 2] (V] (U] @ (7] ) L3 e 4 Gy . L4 G G W@ I 5 B I RO fa
~ 0 O O ® ® ol broe 3G ® - @ = ) feed B Q0 O o og W ] 3 Pt o fr
L . 0] el W 3 0w o ot i 10 O 4> & ) Qe el 4D 31~ eta [ Cim
o 02 Gaoerd ty ) @ O {4 Lt 00 O P o B G (L B (4 B B T ]y G O 3 0 @t Bted
4 et () 6w K8) ¥ O L 0 o foF s O 0 @t OO0 “ O e (TR G I RN B 7 )
) @ (o) (VN Q ) v (e R B O] P ¥ el s ON Y RN I (7 e R (1]
I\ & A R T e ) » 6 ot WOW e O e ed O f4 - (I NG ) £
S o) (7] £ PR RS I ] o 0 ot oerd @ N300 O 0N O £ () O £ ) ol W) 0
) ) ) o o W 3 e it Wow LBy ol MO N O 0 ) @ - rled O - Il
12} 2 Ga [ ved 3 3} - Ol OO0 O O O ® E A2 0n o 0n oW
O G- 1 ord 3 (o] -~ W 3810 (SR AT B el & [CIEEIRTE IS I (VN N o o] W oert T 4D )
WO n wMmLl n ord [V e Q L] fa @ Wt on fhnd e Q el iy > 0 Q3 0w
W o 1A * [ O ¢~ O I £3 0 « » O n el ad U ) ery B @ B0 T3 fu e 30 ) FE ) et .
[N -1 i o] Q4 0 o o ord ) fa ool ord ) 42 O 2 Q i el U O Gkl 300D
4 X O O e fa [3) [e] O ‘¢ oed s 0 ol ORI S B [S BETE I 7 T B ST U S O Ml [0}
QO 49 el @ oM .. @ I 20 . @ . el B0 WO O O el s ©o [&] 5 T oS¢V IS R O]
) a4 .o E 0 o+ 3 Lte 0ol 3 1] mn O ¢ o MO O 3 oL 03 S O 4 © e G4 o (£ [¢)
QO £ > [& [ e} 3 @ e ol . m 3 b 00 @ OO G 0ok b fa S48 D el B O O O ) 4
n 0 O« 03 Q ord Qe oW o D00 Mmoo Li o ® M Lt N od £t ol L& O -
© OO0 = £ 0 Qo (%) o £ (R Won o fa 3] ~ 0 ™R PSS Qs T o IS (]
[ § Qeed 0 [0} Y] £ o [0} 4} 3 G4 F4 o S a0 o000 o0 . [ 03 O
fu O 0 o [ o 3 P N W [o I/ B Y 0 a0 B [SER7] S TR {) QS R £ O £ E I e R
o680 o f4 o ey * 0 O © 1) - QO ol K W0 fd 3O eert BBy O ® DO < G el Q) Q B
4 ) O = o 0 [ g @ -l 30 % S Y B O bk L o b 3 00 O 00 4t Mo ord
ol W) N ) « .L [ e - U la D > ¥4 © mm. L&) o3 I o Y TN B N R MRt B © BT G S o} NV 0 et 0 g
ga o 1 S a0 0 O O oled @ 4 @ W wo Yoo >nE -0 e B
Q ot 4 O el G- Q (0] Q vl Q) [0} Do) D O O ki '3 by 3 = > £l = b @ e Ot 0D @ O
£ € e 38 ~ 0 &4 S e ) oD @ e e O £t 4 0 © @ k4 43 >y bk Qo O oy £ e G Gl B Q@ 4 O
B4l 3 @ O @ - he] H O ® 3O D>.0 < O O O 0 3 e G O Oed O WO ® | &0 HE e QW
e 000 Q [OJN WE & R S | ol e O B0 O dd e el DO 3 e~ DO | erd O 0 g o n o 7]
X 4 ord 00 20 n 0 n n (ORI Y DS OT R QLT > e O N O3~
Q@ Qo o a3 D>~ O ord @ Q43 erd O ol ® O 4 O 4 0 emlerderd O OO O T 4 S
0L 0 0L 43 O O N O ~d O 0L O Lt 0B O B O® O & o [
OB 0= W (2] QW st @ 0w A U n o B Mfn O E BB O b D el @ ) -3



30

Category I--Duties on products in this category will be eiiminatied
immediately upon implementiation of the agreementi.

Category II--Duties on producis in this category wiil be eliminated by
January 1, 1989. Category II producis will fall into 3 groups: (1)
products on which Israeli dulies on imporits from ithe ZC will reach zero
by 1989, (2) the majoriiy of producis hich U.S. c¢ulies will be
reduceé as a resull of Tokyc Round Muliilaterzl Trade Negoliziion MTN)

concessions; and (3) 2il octher

category II. when the FTA is
implemented, Israeli dulies on produc h i i1
reduced to the level of duties appliczble Lo goods from the :C.
Simultaneously, U.S. duiies on products in Lhe second group will be cui
to the final Tokyo Round rate. Dutlies on producis in ihe ithird group
generally will be cul by both countries by 20 perceni. These rates will
then become ihe base rates for duily reduciions of 60 percent on
January 1, 1987, and 40 perceni on January 1, 198S. 1/

¢

Category IiI--Duties on products in this cailegory will be eliminated,

in eight steps, by January 1, 1995. A recductlion of 20 perceni will
become effective upon impiementation of the FTA. ReéquthS of

10 percent will be made on January 1 of e Lhe following 5 years.

On January 1, 1992, a 20-perceni reduction beccme effective, and ihe
final reduction of 10 perceni will be made on January 1, 1995. 2/

Category IV--Preducts in this category have been ideniified by boih
countries as most sensitive within the contexi of the agreement. Duties
on products in this category will remain unchanged until January I,
1990. Before that date, 2 formulz for reducing iariffs will be devised
following receipt of acdvice {rom ithe relevant u
government agencies. Duiies on these productis will

iminated by 1995.

Table 2 summarizes the value and percenizge of irade Lo be liberalizeé in each
stage of duiy reduclions for boih ihe Uniled Sizles ané Isrzel. Thus,for the
United States, the cumulative value of e T
agreement (based upon 1982 irade) is $53
value of itrade io be liberalized is 31,

liberalized unde
¥Tor Israel, the cumulative

Clher key provisions of the agreement

In addition to establishing 2 L““'ff regime {(described above) dif
{rom thai contzained in the U.S. concessions under GATT, the FTA contain
provisions which differ from existing provisicns in Llhe GATT ihal would
otherwise apply.

1/ For example, the reduced duties for item TSUS 100.35 (asses ané burros)
are as follows: Sept. 1985--12 percent; Jan. 1, 1986--12 perceni;
1987--4.8 percent; Jan. 1, 198%--duty free.

2/ For example, the reduced duties for TSUS 30C.6C (yarns of cciton) are as
follows: Sept. 1985--9.6 percent; 1986--8.0 perceni; 1987--6.5 percenti;
1988--5.4 percent; 1989--4.3 percent; 1990--2.2 percent; 1992--1 percent;
1995--duty free.
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Table 2.--Trade in each stage of duty reductions

3T

U.S. imports Israeli importis from

.o
.o

Stage . . )
: from Israel : the United States
: Value : Share of : Value : Share of
: : total : : total
: 1,000 : Percent : 1,000C :
: dollars : : dollars :
I. Immedigte—~———————m——n : $414.7 - 80.5 : $670.8 : 52.5
II. 1¢89% -1 27.8 : 5.4 : 402.8 : 31.5
III. 1885 —_— —: 4.7 ¢ 0.9 : 39.5 : 3.1
IV. Freeze : 67.9 : 13.2 : 164.4 12.9
Total-———~——m—— : $515.1 0.0 $1,277.5 4]

]
o

=
Qo
O

Source: Statement of Doral S. Cooper, Assistant USTR, before the House Ways
and Means Ccmmittee, Hearings on United States-Israel Free Trade Area
Agreement, Mar. 6, 1985.

Safeguards (art. 5)

Either country may take action if imports from the other threaten sericus
injury to domestic producers. U.S. laws providing remedies against unfair
trade practices, for example, and antidumping and countervailing duty laws
remain unchanged by the FTA.

~

Infant Indusiry (art. 10

This provision limits Israel’s right to apply protective measures to
benefit infant industries. The FTA allows Israel to impese customs duties
until 1991 cn goods not produced in Israel when the FTA is implemented. Th
duties may not exceed 20 percent and, 2 vears after imposing the duties, the
tariffs on U.S. products must be reduced by at least 5 percent per year. 13
duties must be eliminated by January 1, 1995.

Bzalance of payments (art. 11)

Both partners may exercise their GATT right to take temporary measures
when threatened by a serious balance-of-payments situation. The FTA limits
this right, however, by requiring consultations with the partner and by
putting strict limitations on the use of quantitative restrictions and other
measures such as import deposits ané surcharges.

Areas 2lisco covered by GATT codes

The FTA agreement addresses three trade issues that are the subject of
GATT codes:

co Subsidies (anmnex 4).--Israel will eliminate its export subsidy
programs within 6 years and will accede to the GATT Subsidies Code.
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o Services {(ari. 16). ——Services are covered in the FTA by a "Declaration
cn Trade in Services.™ Under ihis provisicn, boih pariies only agree
thal ‘hey “recognize ithe imporiance of irade in services and ihe need io
maintain an cpen sysiem of e*vzces exports which would minimize
r°sirictions on the flow of iracde between the iwo nations.™ Although

legalliy oivd-ng, both sides have agreed tc
e FT4 umbrella to SL"ehovbeq Lheir commitment to

free trazde iIn services. The FTA is the first irade agreement ever
negotizted to explicitly cover z full range of trade in services. The
agreement commiits each pariner to work toward cpening its markels to ihe
cther's service incdustries and to preovide the same tresiment as is given

domesiic ¢ mpan:es. The FTA also seeks ¢ meke informeiion on laws and

regulations affecting services open and readily accessible.
ol {annex 3).--To qualify for FTA treatment, products
™ Israell o~¢g;n. The rules of origin governing

i
sroduct i ‘e for FTA benefiis are similaer to the CBI rules
B 3 - an

el mported directly from the exporting couniry a
2t least 35 percent local value added. Up to 15 percenit of iLhe
35 percent can originate in the imperiing couniry. Products that are
merely packaged, combined, or diluted in the exporiting couniry are noi
eligible.
o Consultellon andéd dispule seiilemeni (ari. 17).--£ Joini Commiitee,
cheired 2y ithe Uniled Stzles Trade Representaiive and the Israelil
¥inister of Induslry and Trade, will be esiablished io oversee
lem a £ it T Lo holid consultziions, andé io review Lhe
z will 2iso provide a mechanism for the
uies. If 2t any lime either partiner believes
s nol resulied in 2 satisfactory solulion Lo a2
ghi ic retaliale by wilhdrawing concessions







CHAPTER IX

THE GENERAL AGREEMENT ON TARIFFS AND TRADE
AND THE TOKYO ROUND AGREEMEKNTS

INTRODUCTION

In 1947, the General Agreemenl on Tariffs and Trade was formed to advance
free market principles based on the concepis of nondiscriminatory ireatment
and liberal market access in trade among nations. It is both a mullilateral
agreement and an organization. 1/ Successive reforms have molded the GATT
into a2 comprehensive set of rules governing most aspects of iniernatiocnal
irade and a forum to zddress dispuies among trading pariners. 2/ Seven rounds
of multilateral trade negoliations, under ihe auspices of GATT, have
significantly lowered world iLariff levels and have accompanied a ninefold
increase in the volume of international trade.

Among the results of the 1973-1979 Tokyo Round negoiiatiomns are six
agreements establishing rules of conduct governing the use of nontariff
measures and three sectoral agreements Lo liberalize trade in civil aircraft,
bevine meat, and dairy products. Nontariff barriers (NTB's) were perceived by
both the United States and its trading pariners as the greatest obstacles
remaining to the expansion of internaticnal trade afier the tariff{ cuis of the
Kennedy Round. For this reason, these agreemenis are frequenitly considered
the most significant accemplishments of the Tokyo Round.

GATT ACTIVITIES DURING 1984

The GATT pursued work on a broad array of trade topics in 1984.
Discussion on a proposed new round of trade negoiiations inlensified and
activities on the work program oullined in the 1982 Ministerial Declaration
coniinued. 3/ In order to assist ihe reader in undersianding the content of
this chapter, the chari in figure 1 presenis the organizational structure of
ihe GATT.

1/ The original framers of the GATT envisioned formation of a body called
the International Trade Organization to complement ihe trade agreement. This
propesal failed, however, so Lhe acronym of Lhe agreemeni has commonly been
used to refer tc the organization adminisilering ii and to the whole of
trade-related aclivities carried oul under its auspices. The term General
KAgreement refers solely ito the actual legal document.

2/ The most recently negoltiated tariff reductions are contained in the 1979
Geneva Protocol and the Supplemeniary Protocol, the major part of which are
implemented through annual staged duty reductions thai started Jan. 1, 1980,
and will end on the same date in 1987. Prominent among the numerous
deviations from this process are (1) U.S. and EC texiile and steel
concessions, given six stages which began Jan. 1, 1982, and (2) Japan, whose
regular annual reductions occur Apr. 1 of each year.

3/ For a lengthy description of the 1982 Minislerial-level session of the
GATT Contracting Pariies, see the Operation of the Trade Agreements Program,
34th Report, 1982, (United Stiales Inlernational Trade Commission Publication
1414, 1983, p. 14).
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The Council and

Administration and governance ol
Contraciing Parties (CP’'s) and i1he Co
The CP's meet annually ic overses ihe

12> session is a forum for review acitiviiles pursued
preceding year and fer decisions on wook for Lhe folilowing year. In Lhe
inlerim, the Council oversees viriually all GATT aciiviiles and acis on behal’
of Lhe CP’'s on boih rouiine and urgeni malilers. Preposais thal are
pariicularly coniroversial, as well as ihose in ithe formaiive siage, are
debaled 21 Council ﬂeeuings unlil consensus on 2 course of action is resched.
Work i1s then parceled cul to commiliees or specially creaied bodies.

At ilhe 1984 annual session, ihe C2’'s adopied decisions on ihe fuiure
course of GATT aclion on a number o issues relailed ic the 1982 ¥inisierial
Decliaralion, most notabliy se*v’ces, counterfeiting, and dispule seliilementi.
Alsc, the CP’s approved ihe repori cof ithe working pariy esiablished ic exemine
the U.S. request for 2 waiver of ils obligailions under ariicle II of the
GATT. The waiver would zilow lhe United Siates Lo give orefereniial duily-free
treatment to certain Caribbean neticns. During 1884, the Council also
directed Zhe bulk of its aiitention to implementaiion of the Mianisierizl work
pregran. In Xovember 1884, China was granied cbserver siailus o zliend
Council meetings.

T.S. Caribbean Basin Initiative waiver request

In November 1983, ithe CP's set up & working parly 1o consider “he U.S.
recuest for z waiver under ariicle XXV:3 1/ permiiiing dulv-free “rezimeni of
certain goods to be imporied Irom designaied Cavidbbean couniries. This waiver
would authorize preferentizl dullies under the Caribbean 3Basin Economi
Recovery Acl, commonly referred Lc as the faribbean 3Basin Iniilzillive, aimed 2l
revitalizing Lhe economies ol designazied couniries irade, ilax, and
assislance measures. The aci wenl into elle in 1884. The walver
was requesled for ihe i1ile ¢l Llhe C3I progranm, exrpires Serlember 30,
19%95. 27/

At iis November 1684 meeting, the Council considered ilhe working nariy’s
reporl ancd a drafi waiver cdesigned ilo encourage transpareni implemeniziion of
Lhe act and to ensure thail iLhe CGATT righls of other CP’'s would nol be

%/ Ari. XXV addresses joinl actlicn by the CP°s that in

exceptional circumsiances u'e CP's may waive an 0B imoos oy ithe
General Agreemenil if ithe decision is approveld by ithe voles casil
and that ihis ?wo—*lecs comprises more ithan halfl In ihis case,
a2 waliver would exem ihe United Sitates Irom the graniing alil
its trading partners tariff treatmeni on cerizin Lo that
accorded nations in the Caribbean Basin progran, der the GAZT
art. I provision for nendiscriminatery ireaitment.

2/ The United States argued that a waiver was j se the CRI
program was ccnsistent with the 1979 Decision on D né ¥ore
Favorzble Treatment, Reciprocity and Fuller Pariic velcoing
Countries (the "enebling clause™). It argued lurt srogran would
neither crezte new harriers nor impede Lhe trade of ut srovide 2
temporary (li-year) extension cof cne-way, duly-{ree ""eavmehv Lo most products
from Caribbean couniries.



impaired. The Council adopted ithe revorit of ihe working sarly and egreed Lio
forward ithe propesed walver Lo ithe uzcoming session ¢f the CP's

The CP°'s &id not vole on Lhe walver <uri s
usual pracitice was followed cf subsecuenily <disi is e}
allow Fo* t< partic%oa*ioﬂ of 211 C2’s, veral ol which weTe ol

the November session. L
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agreed to grant the U. waiver ~ecuest.
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3/ Under regular CGATT procedure<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>