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PREFACE

This report is the 62nd in a series of annual reports submitted to the U.S. Congress under
section 163(c) of the Trade Act of 1974 (19 U.S.C. 2213(c)) and its predecessor
legislation. Section 163(c) of the Trade Act of 1974 states that “the International Trade
Commission shall submit to the Congress at least once a year, a factual report on the
operation of the trade agreements program.”

This report is one of the principal means by which the U.S. International Trade
Commission provides Congress with factual information on trade policy and its
administration for calendar year 2010. The trade agreements program includes “all
activities consisting of, or related to, the administration of international agreements which
primarily concern trade and which are concluded pursuant to the authority vested in the
President by the Constitution” and congressional legislation.
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Out-of-Cycle Special 301 Review
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World Organization for Animal Health

Office of Textiles and Apparel (USDOC)

Private Sector Advisory Group
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subsidies and countervailing measures

special and differential treatment

Strategic and Economic Dialogue
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USDA
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USDOC
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USITC
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WTO
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Softwood Lumber Agreement
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Trade Adjustment Assistance
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Trade and Globalization Adjustment Assistance Act of 2009 (part of ARRA)
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Trade Policy Forum

Trans-Pacific Partnership

Trade-Related Aspects of Intellectual Property Rights (WTO)
tariff-rate quota

United Arab Emirates

United Nations

United Nations Commission on International Trade Law
United Nations Conference on Trade and Development
United States Customs and Border Protection

United States Central Intelligence Agency

United States Department of Agriculture

United States Department of Homeland Security

United States Department of Commerce

United States Department of Energy

United States Department of Labor

United States Department of State

United States Department of Transportation

United States International Trade Commission

United States Trade Representative

Web site on Tariffs and Rules of Origin (APEC)
World Intellectual Property Organization
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EXECUTIVE SUMMARY

The U.S. trade deficit for goods and services expanded from $374.9 billion in 2009 to
$495.7 billion in 2010 on a balance-of-payments basis, reversing a three-year downward
trend. The deficit on goods increased from $506.9 billion in 2009 to $647.1 billion in
2010, but remained substantially below the record $839.5 billion goods deficit in 2006.
At the same time, the U.S. surplus on services rose from $132.0 billion in 2009 to a
record $151.4 billion in 2010 (figure ES.1). The U.S. economic recovery that began in
the summer of 2009 and continued in 2010 boosted the U.S. demand for imports in 2010.
Similarly, continued recovery in the rest of the world, especially in emerging and
developing economies, increased the demand for U.S. exports, though to a somewhat
smaller degree.

The U.S. recovery was driven by increases in private consumption and investment
spending. The recovery followed the longest recession since World War 1. Real gross
domestic product (GDP) grew 2.9 percent in 2010, following no growth in 2008 and a 2.6
percent contraction in 2009. Growth was uneven over the course of 2010, however, with
slower growth in the second and third quarters.

The U.S. dollar depreciated 1.3 percent in 2010 against a broad trade-weighted index of
currencies. This trend was far from uniform: the European debt crisis, with financial
bailouts for Greece in May and Ireland in November, drove the dollar to subsequent
peaks against the euro and British pound following each of the bailouts, and to gains for
the full year. However, the dollar’s depreciation against the Canadian dollar, the Mexican
peso, and especially the Japanese yen outweighed its gains against European currencies
to produce a small depreciation of the dollar against the broad index for the year.

FIGURE ES.1 U.S. trade balance in goods and services, 1992-2010
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A summary of U.S. trade agreement activities in 2010 is presented below, followed by a
table summarizing key developments on a monthly basis for the year (table ES.1). Trade
agreement activities during 2010 included the administration of U.S. trade laws and
regulations; U.S. participation in the World Trade Organization (WTO), the Organisation
for Economic Co-operation and Development (OECD), the Asia-Pacific Economic
Cooperation (APEC) forum, and the Anti-Counterfeiting Trade Agreement (ACTA); U.S.
negotiation of and participation in free trade agreements (FTASs); and bilateral
developments with major trading partners.

Key Trade Developments in 2010

Administration of U.S. Trade Laws and Regulations

Safeguard actions: In 2010, the U.S. International Trade Commission (USITC or the
Commission) conducted no new safeguard investigations. Only one safeguard measure
was in effect during 2010, involving imports of certain passenger vehicle and light truck
tires from China. The President had imposed additional tariffs on such tires from China in
September 2009 for a three-year period, setting the tariffs at 35 percent ad valorem in the
first year, 30 percent ad valorem in the second year, and 25 percent ad valorem in the
third year.

Section 301: In 2010, there were two ongoing section 301 cases and one new section 301
petition was filed. In September 2010, the United Steelworkers Union filed a section 301
petition with the United States Trade Representative (USTR) alleging that the acts,
policies, and practices of the government of China with respect to various green
technologies violate the General Agreement on Tariffs and Trade 1994, China’s Protocol
of Accession to the WTO, and the WTO Agreement on Subsidies and Countervailing
Measures. On October 15, 2010, USTR initiated an investigation, but decided to delay
the request for consultations with the government of China in order to verify or improve
the petition. The two ongoing section 301 cases during the year concerned the European
Union’s meat hormone directive and the U.S.-Canada Softwood Lumber Agreement.

Special 301: In the 2010 Special 301 review, the USTR examined the adequacy and
effectiveness of intellectual property rights (IPR) protection in 77 countries. USTR did
not identify any countries as priority foreign countries, but identified 11 countries for its
priority watch list, and highlighted particularly weak IPR protection and enforcement in
China and Russia. Algeria, Argentina, Canada, Chile, India, Indonesia, Pakistan,
Thailand, and Venezuela were kept on USTR’s priority watch list due to significant
concerns regarding IPR protection. While 29 countries remained on the watch list, the
Czech Republic, Hungary, and Poland were removed because they had made significant
progress on the protection and enforcement of IPR.

Antidumping duty investigations: The USITC instituted 3 new antidumping duty
investigations and completed 19 during 2010. Antidumping duty orders were issued by
the U.S. Department of Commerce (USDOC) in 17 of the investigations completed
during 2010.

Countervailing duty investigations: The USITC instituted 2 new countervailing duty
investigations and completed 11 investigations during 2010. Countervailing duty orders
were issued by the USDOC in 10 of the 11 completed investigations.
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Sunset reviews: During 2010, the USDOC and the USITC instituted 73 sunset reviews of
existing antidumping and countervailing duty orders and suspension agreements. The
Commission completed 32 reviews, resulting in 31 antidumping and countervailing duty
orders being continued for five additional years.

Section 337 investigations: During 2010, there were 108 active section 337
investigations and ancillary proceedings, 63 of which were instituted in 2010. Of these
63, 56 were new section 337 investigations and 7 were new ancillary proceedings relating
to previously concluded investigations. In all but two of the new section 337 institutions
in 2010, patent infringement was the only type of unfair act alleged in the complaint.
About two-thirds of the active investigations in 2010 concerned products in the
semiconductor, telecommunications, and electronics fields. At the close of 2010, 58
section 337 investigations and related proceedings were pending at the Commission.

Trade Adjustment Assistance (TAA): In 2010, the U.S. Department of Labor (USDOL)
reported that it received 2,222 petitions for TAA for workers, a sharp decline from the
4,549 filed in 2009; it certified 2,718 petitions as eligible for TAA during 2010, up from
1,845 in 2009. According to the USDOL, more petitions were filed during 2009 due to
the economic recession and the expansion of TAA coverage to service sector workers.
TAA programs also provided assistance in 2010 to farmers, firms, and communities
impacted by foreign trade.

Trade Preference Programs

Generalized System of Preferences: Duty-free U.S. imports under the Generalized
System of Preferences (GSP) program totaled $22.6 billion in 2010; almost one-fourth of
these imports were petroleum products. Thailand was the leading GSP beneficiary in
2010, followed by Angola, India, Brazil, Indonesia, and Equatorial Guinea. As of January
1, 2010, the Republic of the Maldives was added to the list of GSP beneficiaries; Cape
Verde was removed from the least-developed beneficiary developing countries
(LDBDCs) list, though it remains a GSP beneficiary; and Trinidad and Tobago was
removed from GSP eligibility based on its classification as a high-income economy. On
January 1, 2011, Croatia and Equatorial Guinea were removed from the list of GSP
beneficiaries based on high income. The President’s authority to provide duty-free
treatment under the GSP program expired on December 31, 2010.

African Growth and Opportunity Act: At the end of 2010, 38 sub-Saharan African
(SSA) countries were designated for benefits under the African Growth and Opportunity
Act (AGOA), and 26 SSA countries were eligible for AGOA textile and apparel benefits.
Duty-free U.S. imports under AGOA, including those covered by GSP, were valued at
$44.3 billion in 2010. U.S. imports under AGOA, exclusive of GSP, were valued at
$38.7 billion in 2010, up 37.8 percent from 2009. This increase was driven mainly by a
rise in the value and quantity of U.S. imports of petroleum-related products, which made
up 93.1 percent of imports under AGOA in 2010.

Andean Trade Preference Act: At the end of 2010, certain products of two Andean
countries—Colombia and Ecuador—were eligible for duty-free treatment under the
Andean Trade Preference Act (ATPA), as amended by the Andean Trade Promotion and
Drug Eradication Act (ATPDEA). Peru’s eligibility continued after the U.S.-Peru Trade
Promotion Agreement (TPA) entered into force on February 1, 2009, but was not
renewed on December 24, 2010, when ATPA was extended through February 12, 2011.
U.S. imports under ATPA were valued at $14.4 billion in 2010, an increase of 48.3
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percent from 2009. Imports from Colombia and Ecuador under ATPA increased
substantially, while imports from Peru under ATPA decreased as Peru entered more of its
exports to the United States under the U.S.-Peru TPA. Petroleum-related products
accounted for 86.2 percent of U.S. imports under ATPA in 2010. Other leading imports
under ATPA included fresh cut flowers, apparel, and pouched tuna.

Caribbean Basin Economic Recovery Act: The Caribbean Basin Economic Recovery
Act (CBERA), as amended by the Caribbean Basin Trade Partnership Act (CBTPA),
provides duty-free and reduced-duty treatment for certain products from designated
Caribbean Basin countries. In 2010, 18 countries were eligible for permanent CBERA
preferences, and 8 were eligible for CBTPA preferences. U.S. imports under CBERA
were valued at $2.9 billion in 2010, a 22.6 percent increase from $2.4 billion in 20009.
This increase reflects substantial increases in 2010 in the prices of petroleum-related
products and methanol, which are major imports from CBERA countries. Apparel was
also a leading import under CBERA in 2010. Trinidad and Tobago was the leading
supplier of U.S. imports under CBERA in 2010. In response to the devastating
earthquake of January 2010, trade benefits for apparel from Haiti were expanded by the
Haiti Economic Lift Program, which was signed into law on May 24, 2010.

WTO and OECD

WTO developments: Participants continued to meet in informal sessions during 2010 in
an effort to conclude the Doha Round of multilateral trade negotiations. By yearend, the
WTO Director-General reported only that uneven progress had been made and that the
pace of work needed to accelerate in order to conclude negotiations in 2011. No new
members acceded to the WTO in 2010, leaving membership at 153. WTO members
attempted to push forward with Russia’s accession negotiations in 2010, following the
uncertainty arising from the 2009 announcement of a Russia-Belarus-Kazakhstan
customs union. At the end of the year, parties to the WTO Agreement on Government
Procurement asked China to further revise its offer in connection with its bid to join the
agreement, seeking to have the offer cover both subcentral government entities and some
state-owned enterprises.

WTO dispute settlement: Of the 17 requests for dispute settlement consultations filed
during 2010, 4 involved the United States as complainant and 2 as the respondent. Of the
7 new dispute settlement panels established in 2010, the United States had requested 1
and was the named respondent in 4. A notable development in 2010 was the issuance of
the panel report in the long-running case involving the U.S. complaint about EU
measures affecting trade in large civil aircraft.

OECD developments: Four new countries acceded to the OECD in 2010—<Chile,
Estonia, Israel, and Slovenia—bringing total membership to 34. At their annual
ministerial meeting, members continued to focus on various aspects of economic
recovery from the 2008-09 global downturn. At the end of 2010, participants in the
Sector Understanding on Export Credits for Civil Aircraft, part of the Arrangement on
Officially Supported Export Credits, reached a tentative agreement on revisions that
would raise the minimum interest rate on official export credits for large commercial
aircraft.

APEC developments: In 2010, APEC members discussed using existing regional
agreements, including the Trans-Pacific Partnership being negotiated by the United States
and eight other APEC economies, as pathways toward a future Free Trade Area of the
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Asia-Pacific. The Committee on Trade and Investment, which coordinates APEC’s trade
and investment activities, continued to make progress throughout the year on initiatives
related to regional economic integration, including the Pathfinder Initiative for Self-
Certification of Origin and the Services Action Plan.

Other plurilateral developments: Anti-Counterfeiting Trade Agreement (ACTA)
negotiations successfully concluded on November 15, 2010. ACTA participants include
Australia, Canada, the European Union (including its 27 member states), Japan, Korea,
Mexico, Morocco, New Zealand, Singapore, Switzerland, and the United States.

FTA Developments in 2010

U.S. FTAs in force in 2010: The United States was a party to 11 FTAs as of December
31, 2010. These include the U.S.-Oman FTA, which entered into force in 2009; the U.S.-
Peru Trade Promotion Agreement (TPA) (2009); a multiparty FTA with the countries of
Central America and the Dominican Republic (CAFTA-DR) that entered into force first
with respect to the Dominican Republic, El Salvador, Guatemala, Honduras, and
Nicaragua (2006-07), and later with respect to Costa Rica (2009); the U.S.-Bahrain FTA
(2006); the U.S.-Morocco FTA (2006); the U.S.-Australia FTA (2005); the U.S.-Chile
FTA (2004); the U.S.-Singapore FTA (2004); the U.S.-Jordan FTA (2001); the North
American Free Trade Agreement (NAFTA) (1994); and the U.S.-Israel FTA (1985).

FTA developments: In October 2010, the United States-Israel Joint Committee agreed to
develop a work plan under the U.S.-Israel FTA that would review customs procedures
and regulations, address remaining barriers to bilateral trade in the areas of agriculture
and services, and include negotiation of a Mutual Recognition Agreement (MRA) to
assess conformity in telecommunications equipment. On July 30, 2010, the United States
expressed its concern that the government of Peru had not taken the steps needed for
complete implementation of the Annex on Forest Sector Governance under the U.S.-Peru
TPA by the August 1, 2010, deadline. In the first labor case brought against a U.S. FTA
partner, USTR announced on July 30, 2010, that the United States would file a case
against Guatemala under CAFTA-DR for apparent violations of obligations on labor
rights. During 2010, Trans-Pacific Partnership (TPP) countries held four rounds of
negotiations and, in December, finalized technical details necessary to prepare initial
goods market access offers, which the countries planned to exchange in early 2011.
Besides the United States, TPP countries include Australia, Brunei Darussalam, Chile,
Malaysia (which formally joined the TPP negotiations in October 2010), New Zealand,
Peru, Singapore, and Vietnam.

FTA merchandise trade flows with FTA partners: In 2010, total two-way merchandise
trade between the United States and its FTA partners was $1.0 trillion, or more than one-
third of U.S. merchandise trade with the world. U.S. merchandise exports to FTA
partners increased strongly, rising by 21.5 percent to $434.7 billion and accounting for
38.7 percent of total U.S. exports. However, U.S. imports of goods from FTA partners
increased even more strongly, rising by 24.3 percent to $590.1 billion and accounting for
31.1 percent of U.S. imports from the world. As a result, the 2010 U.S. merchandise trade
deficit with its FTA partners increased by $38.5 billion to $155.4 billion. The United
States had a trade deficit with its NAFTA partners of $166.8 billion, while registering a
trade surplus with its other FTA partners of $11.5 billion. U.S. imports under FTA
provisions were valued at $311.3 billion, accounting for 16.4 percent of total U.S.
imports in 2010.
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NAFTA developments: All of NAFTA’s provisions were fully implemented as of
January 1, 2008, with the exception of the NAFTA cross-border trucking provisions. In
2010, the United States, Canada, and Mexico initialed the basic terms of an MRA for
telecommunications equipment and renewed an MRA concerning accounting services in
the three countries. NAFTA countries also reached a preliminary agreement on a fourth
set of changes to the NAFTA rules of origin, to be implemented in 2011, on goods for
which annual trade among the three NAFTA parties exceeds $90 billion. One new
submission on labor matters was filed in 2010 under the North American Agreement on
Labor Cooperation (NAALC), a supplemental agreement to NAFTA. At the end of 2010,
13 files remained active under articles 14 and 15 of the North American Agreement on
Environmental Cooperation (NAAEC), a supplemental agreement to NAFTA, of which 3
were submitted in 2010.

NAFTA dispute settlement: In 2010, there was one active case filed by Canadian
investors against the United States under NAFTA’s chapter 11 dispute settlement
provision. In the same year, five active chapter 11 cases were filed by U.S. investors
against Canada, and three active chapter 11 cases were filed by U.S. investors against
Mexico. At yearend, the NAFTA Secretariat listed 10 binational panels active under
chapter 19, all of which challenged U.S. agencies’ antidumping and countervailing duty
determinations. Among these panels, 3 were formed in 2010; all of these challenged U.S.
agencies’ determinations on products from Mexico.

Trade Activities with Major Trade Partners
European Union

The EU as a unit" is the largest two-way (exports and imports) U.S. trading partner in
terms of both goods and services. U.S. merchandise trade with the EU was valued at
$532.2 billion in 2010, accounting for 17.6 percent of total U.S. trade. U.S. merchandise
exports to the EU totaled $217.3 billion while the value of U.S. merchandise imports
from the EU was $314.9 billion, resulting in a U.S. merchandise trade deficit with the EU
of $97.6 billion in 2010. Leading U.S. exports included aircraft and aircraft parts, certain
medicaments, petroleum products, nonmonetary gold, blood fractions (e.g., antiserum),
coal, passenger motor vehicles, and medical instruments. Leading U.S. imports included
certain medicaments, passenger motor vehicles, petroleum products, nucleic acids and
their salts, aircraft and aircraft parts, and heterocyclic compounds. The EU was also the
United States’ largest trading partner in terms of services in 2010, accounting for 33.4
percent of total U.S. trade in services. The United States registered a trade surplus in
services with the EU of $49.1 billion in 2010.

The U.S.-EU Transatlantic Economic Council (TEC) took a number of concrete steps in
2010. The two sides signed several sectoral statements and agreements to improve
regulatory cooperation, including on electronic health record systems, chemicals, and
efficiency standards for energy-related products. The TEC also launched a work plan to
promote cooperation on innovation, and a joint Web site with information on how to fight
counterfeiting and piracy.

! The 27 members of the EU in 2010 were Austria, Belgium, Bulgaria, Cyprus, the Czech Republic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Malta, the Netherlands, Poland, Portugal, Romania, the Slovak Republic, Slovenia, Spain,
Sweden, and the United Kingdom.
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Canada

Canada was the United States’ largest single-country trading partner in 2010, accounting
for 15.9 percent of total U.S. two-way trade. U.S. merchandise exports to Canada were
$206.0 billion and U.S. merchandise imports from Canada amounted to $275.5 billion,
which resulted in a trade deficit of $69.6 billion. Leading U.S. exports were motor
vehicles and parts; energy products, such as natural gas and petroleum-related products;
aircraft and aircraft parts; metal products, such as gold scrap and aluminum plate; and
medicaments. Leading U.S. imports from Canada were energy products, such as
petroleum-related products, natural and propane gas, and electricity; motor vehicles and
vehicle parts; metals, such as gold, aluminum, and copper; wood and wood products; and
medicaments. The U.S. trade surplus in private services with Canada expanded 21.2
percent, from $20.0 billion in 2009 to $24.2 billion in 2010.

In 2010, the United States and Canada were involved in three separate arbitration cases
under the 2006 Softwood Lumber Agreement: (1) arbitration on export measures, (2)
arbitration on provincial subsidies, and (3) arbitration on underpricing of government-
owned timber in British Columbia. There is also an active section 301 investigation
concerning the Softwood Lumber Agreement. In February, the United States and Canada
reached a tentative agreement on government procurement that provides reciprocal and
permanent market access commitments regarding provincial, territorial, and state
procurement, and reciprocal but temporary market access regarding a range of
construction and public works projects. Canada’s government also introduced legislation
aimed at establishing adequate and effective IPR protection and enforcement within
Canada and at its borders.

China

In 2010, China was the United States’ second-largest single-country trading partner,
based on two-way trade, and accounted for 14.9 percent of U.S. trade with the world. The
United States’ bilateral merchandise trade deficit with China, which rose by $47.9 billion
to $278.3 billion in 2010, remained higher than the U.S. deficit with any other country.
U.S. merchandise exports to China amounted to $85.7 billion in 2010, and U.S. imports
from China amounted to $364.0 billion. Leading U.S. exports were soybeans, metal
waste and scrap, aircraft, and computer chips. Leading U.S. imports were computers and
computer parts, wireless telephones, toys, and video games. The United States ran a
services trade surplus with China in 2010 of $10.4 billion, compared to $7.5 billion the
year before.

China’s compliance with its WTO commitments remained a focus of U.S.-China trade
relations in 2010. Notable areas of U.S. concern were China’s IPR enforcement policies,
a ban on U.S. beef and pork exports to China, and yuan currency valuation.

Mexico

In 2010, U.S. merchandise trade with Mexico—the United States’ third-largest single-
country trading partner—was valued at $360.4 billion, accounting for approximately 11.9
percent of U.S. merchandise trade with the world. U.S. exports to Mexico were $131.6
billion and U.S. imports from Mexico were $228.8 billion, resulting in a merchandise
trade deficit of $97.2 billion. Leading U.S. exports to Mexico included refined petroleum
products, motor vehicles and parts, corn, soybeans, plastic articles, aircraft and aircraft
parts, and parts for electrical apparatus. Leading U.S. imports from Mexico included
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crude petroleum, televisions, motor vehicles and parts, computers, cell phones, gold, and
medical instruments. The United States registered a trade surplus in services of $9.3
billion with Mexico in 2010.

In 2009, in response to the United States’ termination of the Cross-Border Trucking
Demonstration Project, Mexico suspended the preferential tariffs it had applied to certain
U.S. goods. The government of Mexico stated that the termination of the demonstration
project was inconsistent with U.S. obligations under NAFTA. On August 19, 2010,
Mexico revised the list of U.S. goods subject to higher tariffs as a result of this continuing
dispute. The revised list added 26 new tariff lines and removed 16 for a total of 99 tariff
lines, compared with 89 on the previous list.

Japan

Japan was the United States’ fourth-largest single-country trading partner in 2010. U.S.
merchandise trade with Japan was valued at $175.7 billion in 2010, accounting for 5.8
percent of U.S. merchandise trade with the world. U.S. exports to Japan amounted to
$55.7 billion, and U.S. imports from Japan were $119.9 billion, resulting in a U.S.
merchandise trade deficit of $64.2 billion. Leading U.S. exports to Japan were aircraft
and aircraft parts, corn, certain medicaments, soybeans, and wheat. Leading U.S. imports
from Japan were passenger vehicles and parts, parts for printers and copying machines,
cameras, and parts of airplanes or helicopters. The U.S. services trade surplus with Japan
was $22.0 billion in 2010.

Numerous economic cooperation initiatives between Japan and the United States were
advanced or commenced during 2010, including an Open Skies Agreement and the U.S.-
Japan Policy Cooperation Dialogue on the Internet Economy. In 2010, the United States
and Japan also held talks on U.S. beef exports to Japan, bilateral trade in automobiles,
and regulatory reform, including economy-wide and sector-specific reforms.

Republic of Korea

The Republic of Korea (Korea) was the United States’ seventh-largest single-country
trading partner in 2010. Two-way merchandise trade was valued at $84.8 billion,
accounting for 2.8 percent of total U.S. trade. U.S. exports to Korea were valued at $36.8
billion, and U.S. imports from Korea totaled $47.9 billion, resulting in an $11.1 billion
trade deficit in 2010, the smallest deficit in the last decade. Leading U.S. exports to
Korea during the year included machinery for producing semiconductors and computer
chips, aircraft, corn, and transistors. Leading U.S. imports from Korea included cell
phones, automobiles, computer parts and accessories (mainly memory modules), and
computer chips. The U.S. trade surplus in services with Korea increased $1.4 billion to
$7.6 billion in 2010.

U.S.-Korean trade relations in 2010 were dominated by the status of the United States-
Korea FTA (KORUS FTA). The KORUS FTA was signed in June 2007, and portions
affecting automobile trade were renegotiated in 2010. In addition, as part of the 2010
negotiations related to this FTA, the United States attempted to include a deal allowing
U.S. beef exports to Korea to include beef from cattle of all ages. However, no provisions
addressing beef were in the final agreement.
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Taiwan

Taiwan was the United States’ ninth-largest single-country trading partner in 2010, and
accounted for 2.0 percent of U.S. trade with the world. The U.S. merchandise trade
deficit with Taiwan widened slightly to $11.7 billion in 2010. U.S. merchandise exports
to Taiwan amounted to $23.9 billion in 2010, led by semiconductor manufacturing and
assembly equipment, soybeans, corn, computer chips, aircraft, and ferrous waste and
scrap. U.S. merchandise imports from Taiwan totaled $35.6 billion in 2010, led by cell
phones, computer chips, computer parts, radio navigational aid apparatus (mainly GPS
devices), and reception apparatus for televisions. The U.S. services trade surplus with
Taiwan jumped to $3.3 billion in 2010, 145.7 percent higher than the 2009 surplus.

In 2010, Taiwan partially reversed a 2009 agreement granting greater market access to
U.S. beef imports by banning certain U.S. beef products, including ground beef. As a
result of the dispute over beef, annual high-level meetings under the U.S.-Taiwan Trade
and Investment Framework Agreement have not been held since 2007.

Brazil

U.S. merchandise trade with Brazil—the United States’ 10th-largest single-country
trading partner—was valued at $53.6 billion in 2010, accounting for 1.8 percent of U.S.
merchandise trade with the world. U.S. exports to Brazil amounted to $30.2 billion, and
U.S. imports from Brazil were $23.4 billion, for a U.S. merchandise trade surplus of $6.8
billion—more than double the 2009 surplus. Leading U.S. exports to Brazil were aircraft
and aircraft parts, petroleum oils and refined petroleum products, coal, and medicaments
and vaccines. Leading U.S. imports from Brazil included crude petroleum, unroasted
coffee, chemical wood pulp, pig and semifinished iron, and aircraft (regional jet aircraft).
The U.S. services trade surplus with Brazil was $10.6 billion in 2010.

Important progress was made in resolving the ongoing U.S.-Brazil dispute over U.S.
cotton subsidies. On April 20, 2010, U.S. and Brazilian officials signed a memorandum
of understanding establishing a fund to provide technical assistance and capacity building
for the Brazilian cotton sector. On June 25, 2010, the United States and Brazil signed the
Framework for a Mutually Agreed Solution to the Cotton Dispute.

India

U.S. merchandise trade with India—the United States’ 12th-largest single-country trading
partner—was valued at $46.0 billion in 2010, accounting for 1.5 percent of U.S.
merchandise trade with the world. U.S. exports to India were $16.4 billion, and U.S.
imports from India were $29.6 billion, for a U.S. merchandise trade deficit of $13.2
billion, double the 2009 figure. Leading U.S. exports to India included nonmonetary
gold, aircraft and aircraft parts, diammonium phosphate (fertilizer), nonindustrial
diamonds, and coal. Leading U.S. imports from India included nonindustrial diamonds;
refined petroleum; therapeutic or prophylactic medicaments; gold and platinum jewelry;
and bed linens, towels, and apparel. The United States also registered a trade deficit in
services with India of $3.0 billion, a 25 percent increase from 20009.

During 2010, the United States and India signed a Framework for Cooperation on Trade
and Investment seeking to strengthen bilateral cooperation and build on recent rapid
growth in U.S.-India trade. The chairs of the United States-India Trade Policy Forum
Focus Groups also met to discuss IPR, market access in the services sector, tariff and
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nontariff measures, agricultural and industrial standards issues, and investment policy.
The United States continued to monitor India’s IPR protection performance.

Russia

In 2010, Russia ranked 23rd among the United States’ major single-country trading
partners, accounting for 1.0 percent of total U.S. merchandise trade. In 2010, U.S.
imports from Russia ($25.2 billion) were over four times larger than U.S. exports to
Russia ($5.7 billion), which resulted in a trade deficit of $19.5 billion. Leading U.S.
exports were chicken, aircraft, mechanical machinery (such as boring, harvesting, and
sinking machinery, gas turbines, and parts), polyvinyl chloride, pork, and beef. Leading
U.S. imports were petroleum and petroleum products; liquefied ethylene, propylene,
butylene, and other distillates; and metals, such as uranium, nickel, ferrochromium,
aluminum, palladium, and titanium. Data are not available for U.S. trade in private
services with Russia.

At the end of 2010, Russia’s WTO accession negotiations were reported to be in their
final stages. However, Russia’s increasing trade restrictions (i.e., stricter tariff-rate
guotas, and health and sanitary regulations) on beef, pork, and poultry imports continued
to cause complications.
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TABLE ES.1 Summary of 2010 trade agreement activities

January

1: Russia implements a new ban on poultry
imports treated with chlorine-rinse washes,
widely used by U.S. poultry producers.

5. Taiwan bans imports of some cuts of U.S.
beef, including ground beef.

12: The Office of the United States Trade
Representative (USTR) makes changes to its
Special 301 review process addressing
intellectual property rights (IPR) protection,
adding a public hearing to the process. USTR
announces it will establish a Web site dedicated
to the Special 301 review process that will
include links to current and historical information
about the review.

19: Japan alters the rules of its cash-for-clunkers
program in order to open the program to some
U.S.-made vehicles.

19: The World Trade Organization (WTO)
Dispute Settlement Body (DSB) establishes a
dispute panel regarding a complaint by China
concerning U.S. measures affecting imports of
passenger vehicle and light truck tires from China
(DS399).

19: The WTO DSB adopts the Appellate Body
and panel reports regarding a complaint by the
United States concerning China’s measures
affecting trading rights and distribution services
for certain publications and audiovisual
entertainment products (DS363).

21: USTR adds small business issues to the
portfolio of the Assistant USTR for Market Access
and Industrial Competitiveness.

26: U.S. Customs and Border Protection begins
enforcement of the “10-plus-two” rule. This rule
requires importers to supply 10 data points—
known as the Importer Security Filing—and
ocean carriers to supply two pieces of data
before their imports or container cargo enters a
U.S. port.

26-29: The seventh negotiating round for the
Anti-Counterfeiting Trade Agreement begins in
Guadalajara, Mexico.
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February

4: The U.S. Department of Commerce (USDOC)
unveils a three-pronged National Export Initiative
(NEI) that will step up government advocacy for
U.S. companies in foreign markets, increase
financing that supports exports by small and
medium-sized businesses, and toughen
enforcement of existing U.S. trade deals. USDOC
also announces the creation of a new Export
Promotion Cabinet, which will consist of top
officials from the Departments of Commerce,
Treasury, State, and Agriculture, as well as from
the Export-Import Bank, USTR, and the Small
Business Administration. USDOC says the group
will give political direction to the existing Trade
Promotion Coordinating Committee, which will
“operationalize” the NEI.

12: The United States and Canada sign a
bilateral agreement on government procurement.
The agreement provides for permanent U.S.
access to Canadian provincial and territorial
procurement contracts in accordance with the
WTO Agreement on Government Procurement
(GPA). In addition, the agreement enables U.S.
companies to compete, through September 2011,
for Canadian provincial and municipal
construction contracts not covered under the
GPA. The United States will provide reciprocal
access for Canadian companies to 37 states
already covered under the GPA and to a limited
number of programs under the 2009 U.S.
American Recovery and Reinvestment Act.

18: The WTO DSB adopts a dispute panel report
regarding a complaint by Thailand concerning
U.S. antidumping measures on polyethylene
retail carrier bags from Thailand (DS383).

March

5. The United States and Russia announce an
agreement to reopen Russia’s market to U.S.
pork exports after Russia declared all major U.S.
pork facilities ineligible to export to Russia in late
2009 owing to claims that the level of tetracycline
found in imported pork from those facilities failed
to meet Russian health standards.

8: Brazil notifies the WTO DSB that certain U.S.
products will be subject to increased retaliatory
duties, and certain IPR concessions will be
suspended, as a result of U.S. failure to comply
with the DSB findings concerning U.S. measures
on cotton (DS267).



TABLE ES.1 Summary of 2010 trade agreement activities—Continued

March—Continued

8: The U.S. Treasury Office of Foreign Assets
Control formally lifts export restrictions on the
provision of Internet services to Iran, Sudan, and
Cuba, along with the free downloads of software
needed for such services.

11: The President announces the relaunching of
the President’s Export Council, a group of chief
executive officers from major U.S. businesses
that deliver annual recommendations to the
President on how to boost U.S. exports by
eliminating barriers to trade. The group had been
inactive since the end of the previous
administration.

17: The United States and India sign a
Framework for Cooperation on Trade and
Investment.

19: USTR and the U.S. Department of
Agriculture (USDA) announce that the United
States and China have reached an agreement on
reopening Chinese markets to U.S. pork and pork
products.

22: USTR announces reallocation of the unused
share of the FY 2010 tariff-rate quota for raw
cane sugar.

April

6: The United States and Brazil reach
preliminary agreement in the WTO dispute
concerning U.S. measures on cotton (DS267),
delaying as a result planned Brazilian retaliation
on U.S. goods exports and IPR concessions,
pending further discussions.

14: A binational panel under the North American
Free Trade Agreement (NAFTA) affirms the
USDOC decision to use the U.S. antidumping
methodology known as zeroing in a case
involving an administrative review of stainless
steel sheet and strip in coils from Mexico (USA-
MEX-2007-1904-01).

20: The WTO DSB establishes a dispute panel
(DS403) regarding a complaint by the United
States concerning the Philippines’ taxes on
distilled spirits.
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April—Continued

20: The USDA increases fees for most
categories of transactions under the General
Sales Manager 102 export credit guarantee
program, with the highest increases affecting
guarantees for transactions with high-risk
countries and long loan repayment periods.

30: Inits Special 301 report concerning IPR
protection, USTR removes the Czech Republic,
Hungary, and Poland from its watch list.

May

1: The European Union (EU) expands its list of
U.S. products subject to retaliation pursuant to
WTO DSB rulings concerning the so-called Byrd
Amendment (DS217). The list includes 19 new
products, all but one of which are apparel.

11: The EU agrees to refrain until 2011 from
imposing retaliatory measures resulting from a
WTO ruling against the United States concerning
U.S. laws, regulations, and methodology for
calculating dumping margins (“zeroing”) (DS294).

18: The WTO DSB establishes a dispute panel
regarding a complaint by Vietham concerning
U.S. antidumping measures on frozen warmwater
shrimp (DS404). In addition to several
administrative and new shipper reviews, the
request for consultations concerns several U.S.
laws, regulations, administrative proceedings,
and practices, including zeroing methodology.

20: The United States and Libya sign a trade
and investment framework agreement.

24: The President signs the Haiti Economic Lift
Program, which expands the U.S. import quota
for certain textiles and apparel and extends the
Caribbean Basin Trade Partnership Act until
September 30, 2020.

24-25: The U.S.-China Strategic and Economic
Dialogue takes place in Beijing, China. Several
topics are discussed, including sustainable and
balanced economic growth, the global financial
system, and the promotion of trade and
investment between the two countries.



TABLE ES.1 Summary of 2010 trade agreement activities—Continued

June

8: The United States and EU sign an agreement
designed to resolve the long-running dispute over
the EU banana import regime.

17: Brazil approves a framework agreement with
the United States, reached tentatively in April,
that averts possible retaliation measures in the
WTO dispute case concerning U.S. measures on
cotton (DS267).

24: The U.S. President and the Russian
President meet in Washington, DC, to develop
more substantive ties between the two countries
and resolve key issues involving beef, pork, and
poultry exports to Russia, as well as how to
expedite Russia’s bid for WTO accession.

30: The WTO circulates a dispute panel report
regarding a complaint by the United States
concerning EU measures affecting trade in large
civil aircraft (DS316).

July

2: The United States withdraws duty-free status
for certain passenger tires from Thailand under
an annual review of the U.S. Generalized System
of Preferences program.

14: The United States and Russia formally sign
a bilateral agreement that will allow U.S.
exporters to resume poultry shipments to Russia
using one or a combination of three specific
pathogen-reduction treatments.

20: The WTO DSB establishes a dispute panel
regarding a complaint by Indonesia concerning a
U.S. ban on clove cigarettes (DS406).

21: The EU appeals certain issues of law and
legal interpretations in the WTO panel report on
the U.S. complaint concerning measures
affecting trade in large civil aircraft in the EU and
certain EU member states (DS316).

30: The United States initiates its first labor-
related enforcement case under a free trade
agreement (FTA) by seeking formal consultations
with Guatemala under the Dominican Republic-
Central America-United States Free Trade
Agreement (CAFTA-DR), for what the United
States claims is a pattern of failure to enforce its
own labor laws, in a formal consultation request
sent by USTR and the U.S. Secretary of Labor to
their Guatemalan counterparts.

30: India and the United States sign an
agreement that will allow India to reprocess U.S.-
origin spent nuclear fuel.
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August

2-6: The ninth African Growth and Opportunity
Act forum is held in Washington, DC, and Kansas
City, Missouri.

4: Russia suspends the bilateral poultry
agreement reached in July and proposes to put
Russian inspectors at U.S. plants exporting
poultry to Russia.

11: Mexico ends its antidumping duty measures
on U.S. beef imports.

11: The President signs the Manufacturing
Enhancement Act, also known as the
Miscellaneous Tariff Bill, into law as part of the
February NEI. This law suspends duties on
hundreds of industrial inputs.

19: Mexico alters its list of retaliatory tariffs,
which were imposed on U.S. exports under
NAFTA after the United States terminated the
Cross-Border Trucking Demonstration Project;
Mexico added 26 new products and dropped 16
from its previous list.

19: Following the EU appeal (July 21), the
United States appeals certain issues of law and
legal interpretations in the WTO panel report on
its complaint concerning measures affecting
trade in large civil aircraft in the EU and certain
EU member states (DS316).

30: The President issues an executive order
widening sanctions against North Korea.

September

1: Canada begins to impose a 10 percent ad
valorem export charge on softwood lumber
destined for the United States, to resolve a
dispute concerning export measures under the
2006 U.S.-Canada Softwood Lumber Agreement.

7: The USDOC Bureau of Industry and Security
issues a final rule implementing changes
approved at the 2009 plenary meeting of the
Wassenaar Arrangement, a multilateral
agreement that governs export controls for
armaments and dual-use goods and
technologies. The rule affects some 40 export
control classification numbers.

8: The WTO DSB arbitration panel concerning
U.S. laws, regulations, and methodology for
calculating dumping margins (“zeroing”),
suspends proceedings at the mutual request of
the United States and EU (DS294).



TABLE ES.1 Summary of 2010 trade agreement activities—Continued

September—Continued

10: The United States resumes exports of
poultry to Russia from a limited number of U.S.
producers approved by Russia.

15: The WTO dispute panel examining an EU
complaint challenging U.S. measures affecting
trade in large civil aircraft (second complaint)
(DS353) issues its interim report. The chairman
reports that the panel expects to complete its
work in the first half of 2011.

15: The United States seeks formal WTO
dispute settlement consultations with China
regarding certain restrictions and requirements
maintained by China pertaining to electronic
payment services for payment card transactions
and the suppliers of those services (DS413).

21: The WTO DSB adopts a dispute panel report
regarding a complaint by the United States
concerning EU tariff treatment of certain
information technology products, in particular flat-
panel display devices, certain set-top boxes, and
multifunctional digital machines (DS375), ruling
that the EU violated its WTO commitments.

30: The U.S. Department of State announces
that it is for the first time sanctioning a foreign
company under the Iran Sanctions Act for
investing in Iran’s energy sector, and that four
major international oil companies have pledged
to end their investments in Iran’s energy sector
under threat of U.S. sanctions.

October

1: The United States and Russia reach an
agreement under which Russian inspectors will
inspect all types of U.S. poultry plants to see
whether they meet specified health and sanitary
criteria for export to Russia.

1: USTR expands its Special 301 report to
include a separate “notorious markets” section.

5. Malaysia officially joins talks to establish a
Trans-Pacific Partnership agreement.

15: The United States initiates a section 301
investigation into China’s policies affecting trade
and investment in green technologies.
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October—Continued

25: The WTO DSB adopts a dispute panel report
on a complaint by China concerning U.S.
measures affecting the import of poultry products
from China (DS392), ruling that the U.S.
measures violate its WTO commitments.

November

1: The U.S.-Japan Policy Cooperation Dialogue
on the Internet Economy is launched.

3: The United States and Korea reach an
agreement resolving outstanding issues with the
U.S.-Korea FTA related to trade in automobiles.

12: The President issues an executive order to
establish an export enforcement coordination
center housed in, and budgeted by, the U.S.
Department of Homeland Security.

12-14: Japan hosts the 22nd Asia-Pacific
Economic Cooperation (APEC) Annual Summit in
Yokohama. Leaders from member countries
meet to discuss progress toward the Bogor goals,
pathways toward a free trade area of the Asia-
Pacific, and progress made during the year on
APEC’s Regional Economic Integration
initiatives.

13: The United States and Japan launch the
U.S.-Japan Dialogue to Promote Innovation,
Entrepreneurship and Job Creation; the Energy-
Smart Communities Initiative; the U.S.-Japan
Clean Energy Policy Dialogue; and the U.S.-
Japan Economic Harmonization Initiative.

15: Participants in the Anti-Counterfeiting Trade
Agreement negotiations finalize the text of the
agreement.

December

13: The United States and Yemen conclude a
bilateral WTO accession agreement.

13: The WTO circulates a dispute panel report
on a complaint by China concerning U.S.
measures affecting imports of passenger vehicle
and light truck tires from China (DS399); the
report upholds the U.S. measures.



TABLE ES.1 Summary of 2010 trade agreement activities—Continued

December—Continued

14-15: The U.S.-China Joint Commission on
Commerce and Trade takes place in Washington,
DC. Several topics are discussed, including the
enforcement of IPR in China and China’s
“indigenous innovation” policies.

21: The WTO dispute panel established in
November 2009 to examine complaints by
Canada (DS384) and Mexico (DS386)
concerning mandatory U.S. country-of-origin
labeling provisions reports that the panel expects
to issue its final report to the parties by the
middle of 2011.

22: The United States requests WTO dispute
settlement consultations with China concerning
certain measures providing grants, funds, or
awards to enterprises manufacturing wind power
equipment (including the overall unit and parts) in
China.

December—Continued

22: Participants in the Aircraft Sector
Understanding (ASU), part of the OECD
Arrangement on Officially Supported Export
Credits, reach agreement in principle to raise the
minimum interest rate and set a maximum loan
term that official export credit agencies may offer
as part of sales of large and regional aircraft.
The revised ASU enters into effect on February
1, 2011.

23: USTR releases the 2010 report to Congress
on China’'s WTO compliance.

24: The Andean Trade Preference Act is
extended through February 12, 2011, for
Colombia and Ecuador.

31: The President’s authority to provide duty-free
treatment under the Generalized System of
Preferences program expires.

Sources: Compiled from official and private sources, including the USDOC, USTR, WTO, Inside U.S. Trade,

and International Trade Daily.
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CHAPTER 1
Overview of U.S. Trade

Scope and Approach of the Report

This report provides factual information on the operation of the U.S. trade agreements
program and its administration for calendar year 2010." Trade agreement activities during
2010 include the administration of U.S. trade laws and regulations; U.S. participation in
the World Trade Organization (WTQO), the Organisation for Economic Co-operation and
Development (OECD), the Asia-Pacific Economic Cooperation (APEC) forum, and the
Anti-Counterfeiting Trade Agreement (ACTA); U.S. negotiation of and participation in
free trade agreements (FTAS); and bilateral developments with major trading partners.

This report is based on primary source materials about U.S. trade programs and
administrative actions thereunder. These materials principally encompass U.S.
government reports, notices, and news releases, including publications and news releases
by the U.S. International Trade Commission (USITC or the Commission). Additional
primary sources of information include publications of international institutions, such as
the International Monetary Fund (IMF), World Bank, OECD, WTO, United Nations
(UN), and official publications of foreign governments. Professional journals, trade
publications, and news reports are used to provide supplemental factual information when
primary source information is unavailable.

Merchandise trade data are provided throughout the report. Chapters 1 and 5 also provide
data on services trade. Services data were compiled by the Commission primarily from
the Bureau of Economic Analysis (BEA) of the U.S. Department of Commerce (USDOC
or Commerce).

Overview of the U.S. Economy in 2010

The U.S. economic recovery that began in the summer of 2009 continued in 2010, driven
by increases in private consumption and investment spending.” The recovery followed the
longest recession since World War 11.° Real gross domestic product (GDP) grew 2.9
percent in 2010, following no growth in 2008 and a 2.6 percent contraction in 2009
(figure 1.1). Growth turned positive in the third quarter of 2009 and was uneven over the
course of 2010, with slower growth in the second and third quarters (figure 1.2). This
weak growth, along with other factors such as modest employment gains, prompted the
Federal Reserve to deliver an additional stimulus via monetary policy during the second
half of 2010.* The increase in real GDP in 2010 primarily reflected positive contributions
from private inventory investment, exports, personal consumption expenditures,

! This is the 62nd in a series of annual reports submitted to the U.S. Congress under sect. 163(c) of the
Trade Act of 1974 (19 U.S.C. 2213(c)) and its predecessor legislation.
2USDOC, BEA, “U.S. International Transactions: Fourth Quarter and Year 2010,” March 25, 2011.
3 NBER, “Announcement of June 2009 Business Cycle Trough,” September 20, 2010.
* Board of Governors of the Federal Reserve System, Monetary Policy Report to the Congress, March 1,
2011, 1.
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FIGURE 1.1 U.S. real gross domestic product, in percent change, 2001-10
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Note: Real GDP growth in 2008 was near zero.

FIGURE 1.2 U.S. real gross domestic product, quarterly, in percent change, 2009-10
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nonresidential fixed investment, and federal government spending. Imports, which are a
subtraction in the calculation of GDP, also rose.’

U.S. international trade grew substantially in 2010; the U.S. economic recovery increased
the U.S. demand for imports in 2010, while continued recovery in the rest of the world
increased the demand for U.S. exports. The global economy grew 5 percent in 2010,
although the pace was geographically uneven.® Economic growth was modest in major
advanced economies (3.0 percent), whereas many emerging and developing economies
saw robust growth (average 7.3 percent). Among major U.S. trading partners, output in
the European Union (EU) euro area increased 1.7 percent, in Japan 3.9 percent, in the
United Kingdom 1.3 percent, in Canada 3.1 percent, and in Mexico 5.5 percent, whereas
output in China and India grew at 10.3 percent and 10.4 percent, respectively, in 2010.’

Exchange-Rate Trends °

The U.S. dollar depreciated 1.3 percent in 2010 against a broad dollar index.® Although
the European debt crisis, with financial bailouts for Greece in May and for Ireland in
November, drove the dollar to subsequent peaks (as shown in figure 1.3) against the euro
and the British pound, the dollar’s depreciation against the Canadian dollar, Mexican
peso, and especially the Japanese yen balanced its gains against European currencies. For
the year, the dollar depreciated 3.4 percent against the Canadian dollar, 3.3 percent
against the Mexican peso, 8.5 percent against the Japanese yen, and 2.6 percent against
the Chinese yuan, while appreciating 3.6 percent against the British pound and 7.9
percent against the euro.

Balance of Payments

The U.S. current-account deficit—the combined balances of trade in goods and services,
income, and net unilateral current transfers—rose from $378.4 billion (revised) in 2009 to
$470.2 billion (preliminary) in 2010, the first year-on-year increase in the deficit since

5 USDOC, BEA, “U.S. International Transactions: Fourth Quarter and Year 2010,” March 25, 2011.

® IMF, World Economic Outlook, April 2011, 1.

" IMF, World Economic Outlook, April 2011, table 1.1, 2.

8 Unless otherwise indicated, information in this section is from the Board of Governors of the Federal
Reserve System, Monetary Policy Report to the Congress, March 1, 2011, 30-35.

® The broad index is a weighted average of the foreign-exchange values of the U.S. dollar against the
currencies of a large group of major U.S. trading partners. The index weights, which change over time, are
derived from U.S. export shares and from U.S. and foreign import shares. Board of Governors of the Federal
Reserve System, “Summary Measures of the Foreign Exchange Value of the Dollar,” n.d. (accessed April 12,
2011).

10 Trade data in this section of the report may not match data in other sections or the appendix because it is
reported on a balance-of-payments (BOP) basis. Total goods data are reported on a BOP basis, whereas
detailed commodity and country data for goods are reported on a Census basis. The Census-basis data for
goods used elsewhere in this report are compiled from the documents collected by U.S. Customs and Border
Protection (USCBP) of the U.S. Department of Homeland Security (USDHS) and reflect the movement of
goods between foreign countries and the 50 states, the District of Columbia, Puerto Rico, the U.S. Virgin
Islands, and U.S. foreign trade zones. Data on goods compiled on a Census basis are adjusted by the USDOC
BEA to a BOP basis to bring the data in line with the concepts and definitions used to prepare the
international and national accounts. These adjustments are made to supplement coverage of the Census-basis
data, to eliminate duplication of transactions recorded elsewhere in the international accounts, and to value
transactions according to a standard definition. For a more detailed discussion of the differences between
BOP-basis and Census-basis data, see Bach, “A Guide to the U.S. International Transactions Accounts,”
February 2010.
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FIGURE 1.3 Indices of dollar exchange rates for selected major currencies and broad measures, monthly,
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2006."" The deficit also rose as a share of U.S. GDP, growing from 2.7 percent in 2009 to
3.2 percent in 2010. The increase in the current-account deficit was due to a large
increase in the goods deficit as well as an increase in net unilateral current transfers to
foreigners, partly offset by increases in the surpluses on services and income.
Specifically, the deficit on international trade in goods increased 27.6 percent, from
$506.9 billion in 2009 to $647.1 billion in 2010, while net unilateral current transfers to
foreign residents rose 10.0 percent, from $124.9 billion to $137.5 billion."* At the same
time, the surplus on international trade in services grew 14.6 percent, from $132.0 billion
to $151.4 billion. The surplus on income grew even faster, rising 34.2 percent, from

1 Unless otherwise indicated, information in this section is from USDOC, BEA, “U.S. International
Transactions: Fourth Quarter and Year 2010,” March 10, 2011.

12 Net unilateral current transfers measures transactions in which goods, services, or financial assets are
transferred between U.S. residents and residents of other countries without something of economic value
being received or provided in return. There are three major components: U.S. government grants (e.g.,
foreign assistance to developing countries), U.S. government pensions and other transfers, and private
remittances and other transfers (e.g., charitable remittances).
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$121.4 billion to $163.0 billion.” Finally, net financial inflows, which offset the deficit
on current account,** were $235.3 billion, up from $216.1 billion in 2009."

The U.S. trade deficit for goods and services increased from $374.9 billion in 2009 to
$495.7 billion in 2010, reversing a downward trend of several years. The deficit on goods
rose from $506.9 billion in 2009 to $647.1 billion in 2010, which was substantially below
the record $839.5 billion goods deficit in 2006. U.S. exports of goods increased from
$1,068.5 billion to $1,288.7 billion, as exports in all major product categories increased
substantially. Imports of goods rose from $1,575.4 billion to $1,935.7 billion; here, too,
the figures for all major product categories showed growth, most of it substantial.

While it was not large enough to offset the large deficit on trade in goods, the U.S.
surplus on services grew from $132.0 billion in 2009 to $151.4 billion in 2010, a new
record.’® Services exports rose from $502.3 billion to $545.5 billion during this period.
All major categories of services exports increased, with the largest increases in other
private services'’ and travel. At the same time, services imports also increased, rising
from $370.3 billion to $394.2 billion. All major categories of services imports increased
except direct defense expenditures.

U.S. Trade in Goods in 2010

Both U.S. merchandise exports and U.S. merchandise imports increased substantially in
2010, by 19.8 percent and 22.6 percent respectively, as the U.S. and world economies
recovered from the downturn of 2008-09. However, merchandise imports continued to
exceed merchandise exports, both in absolute terms and as a share of U.S. GDP. U.S.
merchandise exports increased from $936.7 billion (6.6 percent of GDP) in 2009 to
$1,122.1 billion (7.7 percent of GDP) in 2010 (figure 1.4),"® while U.S. merchandise
imports increased from $1,549.2 billion (11.0 percent of GDP) in 2009 to $1,898.6 billion
(13.0 percent of GDP) in 2010.

U.S. Merchandise Trade by Product Category
Exports

Machinery and transport equipment, which consistently ranks as the largest U.S. export
category by value under the Standard International Trade Classification (SITC) system,

1% The balance in income is income receipts (including income receipts on U.S.-owned assets abroad and
compensation of U.S. employees abroad) less income payments (including income payments on foreign-
owned assets in the United States and compensation of foreign employees in the United States).

1 The other major offset to the current account deficit is statistical discrepancies.

1% Net financial inflows are net acquisitions by foreign residents of assets in the United States less net
acquisitions by U.S. residents of assets abroad. The main components of the financial account are capital
transfers, foreign direct investment, portfolio investment, banking and other flows, statistical discrepancies,
and official reserve assets.

18 BOP data include trade in private services, as well as transfers under U.S. military agency sales contracts
and U.S. government purchases of miscellaneous services. U.S. trade in services is described in detail below.
17 Exports of other private services include “mainly film and television tape rentals and expenditures of
foreign residents temporarily working in the United States.” USDOC, BEA, U.S. International Transactions

Account Data, March 16, 2011, table 3a.

18 Merchandise trade data in this section do not match the seasonally adjusted BOP-basis data presented

above because of adjustments made to the data, as described in footnote 10.
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FIGURE 1.4
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Department of Commerce.

accounted for 37.8 percent of exports in 2010 (appendix table A.1). U.S. exports of
machinery and transport equipment were valued at $424.4 billion in 2010, up 15.5
percent from $367.3 billion in 2009. Nearly 60 percent of the total increase in exports in
2010 was accounted for by increased U.S. exports of goods from the following three
SITC groups: machinery and transport equipment; chemicals and related products; and
mineral fuels, lubricants, and related materials. No SITC group registered a decrease in
exports from 2009 to 2010.

Imports

U.S. imports of goods in all SITC groups increased between 2009 and 2010, resulting in
an increase of $349.4 billion, or a 22.6 percent increase, in total imports over 2009.
Nearly 64 percent of the increase in imports in 2010 was accounted for by increased U.S.
imports of goods from the following two SITC groups, which were also the largest U.S.
import categories in 2010: machinery and transport equipment; and mineral fuels,
lubricants, and related materials. U.S. imports of machinery and transport equipment
increased 25.2 percent, from $567.5 billion in 2009 to $710.8 billion in 2010, which
accounted for 37.4 percent of total U.S. imports in 2010. U.S. imports of mineral fuels,
lubricants, and related materials were valued at $336.1 billion in 2010, up 30.6 percent
from $257.3 billion in 2009. This SITC group accounted for 17.7 percent of total U.S.
imports in 2010, up from 16.6 percent in 2009.

U.S. Imports under Preferential Trade Programs and Free Trade
Agreements

U.S. imports under the United States’ four preferential trade programs with developing
countries increased from $60.4 billion in 2009 to $78.5 billion in 2010, or 4.1 percent of
total U.S. imports during the year. Duty-free imports totaled $22.6 billion under the U.S.
Generalized System of Preferences (GSP) program (appendix table A.11), $38.7 billion
(excluding GSP imports) under the African Growth and Opportunity Act (AGOA)
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(appendix table A.13), and $14.4 billion under the Andean Trade Preference Act (ATPA)
(appendix table A.15). In addition, imports that entered free of duty or at reduced rates
under the Caribbean Basin Economic Recovery Act (CBERA) totaled $2.9 billion
(appendix table A.17). U.S. imports under free trade or trade promotion agreement
provisions also increased in 2010 to $311.3 billion, or 16.4 percent of total U.S.
imports.™®

U.S. Merchandise Trade with Leading Partners %

Table 1.1 shows U.S. trade with selected major trading partners, ranked by total trade
(exports and imports) in 2010.?* The EU as a unit remained the leading global market for
U.S. exports, but was overtaken by China as the leading source of U.S. imports in 2009,
continuing into 2010. Canada remained the largest single-country two-way trading
partner of the United States, followed by China and Mexico. Figures 1.5 and 1.6 show
leading U.S. export markets and import suppliers, respectively, by share in 2010.

China alone accounted for 35.8 percent ($278.3 billion) of the total U.S. merchandise
deficit of $776.5 billion in 2010. North America Free Trade Agreement (NAFTA)
partners Canada and Mexico together accounted for 21.5 percent ($166.8 billion) of this
deficit. The U.S. trade deficit with China rose from $230.4 billion in 2009 to $278.3
billion in 2010. U.S. exports to China rose at a faster rate (31.7 percent) than U.S. imports
from China (23.2 percent) over the 2009-10 period, albeit from a smaller base.

U.S. Trade in Services in 2010%

The U.S. surplus in cross-border private services trade increased 12.8 percent in 2010 to
$168.0 billion (figure 1.7).% After declining in 2009, both U.S. exports and imports of
services partially recovered in 2010, with exports growing at a slightly faster rate than
imports. U.S. cross-border exports of private services increased 8.8 percent, from $483.9
billion in 2009 to $526.6 billion in 2010, while U.S. cross-border imports of services
increased 7.1 percent, from $334.9 billion to $358.6 billion during the same period, with
2010 imports still less than the level recorded in 2008. Exports and imports increased in

19 See chapter 2 of this report for further information on the trade preference programs and chapter 4 for
information on U.S. FTAs.

20 See chapter 5 for further information on U.S. merchandise trade with major trading partners, including
the EU, Canada, China, Mexico, and other countries.

21 | eading U.S. exports to and imports from these partners are presented in appendix tables A.21 through
A50.

22 This section focuses primarily on cross-border transactions in private services, which exclude
government sales and purchases of services. Services trade data are drawn from the USDOC BEA data. In
these national accounts data, “cross-border transactions” occur when firms resident in one country provide
services to consumers in another, with people, information, or money crossing U.S. boundaries in the
process. Cross-border transactions appear explicitly as imports and exports in the balance of payments. U.S.
firms also provide services to foreign consumers through affiliates established in host countries, with the
income generated through “affiliate transactions” appearing as investment income in the balance of
payments. The channel of delivery used by service providers depends primarily on the nature of the service.
For example, many financial services, such as retail banking services, are supplied most effectively by
affiliates located close to the consumer. Conversely, trade in education services predominantly takes the form
of cross-border transactions, with students traveling abroad to attend foreign universities.

2 USDOC, BEA, U.S. International Transactions Accounts Data, March 16, 2011, table 3a. Annual
revisions to the data were released in June 2011. USDOC, BEA, U.S. International Transactions Accounts
Data, June 16, 2011, table 3a.
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TABLE 1.1 U.S. merchandise trade with major trading partners and the world, 2010, billions of dollars

Two-way trade

U.S. uU.S. Trade (exports plus

Major trading partner exports imports balance imports)
EU-27 217.3 314.9 -97.6 532.2
Canada 206.0 2755 —69.6 481.5
China 85.7 364.0 -278.3 449.8
Mexico 131.6 228.8 -97.2 360.4
Japan 55.7 119.9 —64.2 175.7
Korea 36.8 47.9 -11.1 84.8
Taiwan 23.9 35.6 -11.7 59.5
Brazil 30.2 23.4 6.8 53.6
India 16.4 29.6 -13.2 46.0
Russia 5.7 25.2 -19.5 30.9
All others 312.8 433.7 -120.9 746.5
World 1,122.1 1,898.6 —776.5 3,020.7

Source: U.S. Department of Commerce.

Note: Because of rounding, figures may not add to totals shown.

FIGURE 1.5 Leading U.S. merchandise export markets, by share, 2010
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FIGURE 1.6 Leading U.S. merchandise import sources, by share, 2010
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Total = $1,899 billion

Source: U.S. Department of Commerce.

Note: Because of rounding, percentages may not add to 100 percent.

FIGURE 1.7 U.S. private cross-border services trade with the world, 2008—10%
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Source: USDOC, BEA, U.S. International Transactions Accounts Data, March 16, 2011, table 3a.

2 Data for 2010 are preliminary.
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most services categories, with the exception of exports of insurance services and imports
of financial services, port services, and other services.”* Appendix tables A.2 and A.3
provide data on U.S. trade in private services by product category.

U.S. Services Trade by Product Category

Exports

Business, professional, and technical services led U.S. cross-border services exports in
2010, accounting for 24.4 percent of the total, followed by exports of travel services,?
which accounted for 19.6 percent of the total. Exports of most services products
increased from 2009 to 2010, although exports of insurance services decreased. The U.S.
property and casualty insurance industry has experienced declining investment returns
and prezrpiums in most years since 2005, a trend that has depressed industry revenue and
profits.

Unlike 2009, when exports of travel services, passenger fares, port services, and freight
services saw the biggest declines, these same services (along with two other categories—
business, professional, and technical services, and telecommunications services)
experienced higher-than-average growth in 2010. For example, exports of port services
and freight services increased 11.2 and 13.9 percent, respectively, because of higher fuel
prices, higher freight rates, and larger volumes of U.S. merchandise trade.?” Travel
services and passenger fares®® increased 9.8 and 18.4 percent, respectively. Growth of
travel receipts was driven by an increase in foreigners visiting the United States and a
corresponding increase in their expenditures.”

Imports

Business, professional, and technical services and travel services led U.S. cross-border
services imports in 2010, accounting for 25.0 percent and 20.8 percent, respectively, of
the total. U.S. imports in all service categories increased from 2009 to 2010, except for
financial services, port services, and other services, which declined by 4.0 percent, 7.8
percent, and 4.8 percent, respectively. Unlike exports, where all categories of services
that involve the movement of goods or people increased, there was variation on the
import side. While freight imports increased by 28.3 percent and passenger fares
increased by 8.1 percent, travel services posted modest growth at 1.9 percent® and port

2 Imports of other services “include mainly expenditures of U.S. residents temporarily working abroad and
film and television tape rentals.” Exports of other services include “mainly film and television tape rentals
and expenditures of foreign residents temporarily working in the United States.” USDOC, BEA, U.S.
International Transactions Account Data, March 16, 2011, table 3a.

%% Imports of travel services comprise purchases of goods and services by U.S. persons traveling abroad,
while exports of travel services comprise such purchases by foreign travelers in the United States. These
goods and services include food, lodging, recreation, gifts, entertainment, local transportation in the country
of travel, and other items incidental to a foreign visit.

% Ernst & Young, “U.S. Property-Casualty Insurance Industry Outlook,” January 2011, 1-4.

27 Scott, “U.S. International Transactions,” January 2011, 34; Scott Thomas and Whitaker, “U.S.
International Transactions,” October 2010, 66; Scott Thomas, Whitaker, and Yorgason, “U.S. International
Transactions,” July 2010, 58; Weinberg and Whitaker, “U.S. International Transactions,” April 2010, 30.

%8 Fares received by U.S. carriers from foreign residents for travel between the United States and foreign
countries and between two foreign points.

2% gcott, “U.S. International Transactions,” January 2011, 34.

% Scott, “U.S. International Transactions,” January 2011, 34.
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services, as mentioned above, decreased 7.8 percent.*" Imports of financial services also
fell, but the decline was modest compared to the previous year.

U.S. Services Trade with Leading Partners

The EU was the United States’ largest market for both exports and imports of services in
2010 (table 1.2), accounting for 32.7 percent of total U.S. services exports and 34.4
percent of total U.S. services imports (figures 1.8 and 1.9).%? Canada and Japan followed
the EU as the United States’ second- and third-largest services trading partners in 2010.
The United States maintained a services trade surplus with the EU, although the surplus
decreased 2.7 percent, from $50.5 billion in 2009 to $49.1 billion in 2010. The United
States recorded growing bilateral services trade surpluses with Canada, Japan, Mexico,
Brazil, China, the Republic of Korea (Korea), and Taiwan between 2009 and 2010.** By
contrast, the United States posted a services trade deficit of $3.0 billion with India—a
deficit that grew 21.4 percent from $2.4 billion in 2009. Although industry-specific data
by trading partner are not yet available for 2010, the U.S. services trade deficit with India
over the past several years has been driven by higher imports of computer and data
processing services; in 2009 the cross-border trade deficit with India for such products
was $5.3 billion.*

TABLE 1.2 U.S. private services trade with major trading partners and the world, 2010,% billions of dollars

Two-way trade

uU.S. U.S. Trade (exports plus

Major trading partner exports imports balance imports)
EU-27 172.3 123.2 49.1 295.6
Canada 48.9 24.6 24.2 73.5
Japan 46.2 24.1 22.0 70.3
Mexico 23.0 13.7 9.3 36.7
China 20.1 9.6 10.4 29.7
India 10.5 135 -3.0 24.1
Korea 15.3 7.7 7.6 23.0
Brazil 15.6 5.0 10.6 20.5
Australia 12.9 6.0 6.9 18.9
Singapore 12.4 3.9 8.5 16.3
Taiwan 9.5 6.2 3.3 15.6
All others 139.9 121.0 18.9 261.0
World 526.6 358.6 168.0 885.2

Source: USDOC, BEA, U.S. International Transactions Accounts Data, March 16, 2011, table 12.

Note: Because of rounding, figures may not add to totals shown.

% Data are preliminary.

3 Annual revisions to the data show that imports of port services, along with financial services and other
services, actually increased between 2009 and 2010 and that insurance services decreased during the same
time. USDOC, BEA, U.S. International Transactions Accounts Data, June 16, 2011, table 3a.

%2 |n terms of single countries, the United Kingdom (a member of the EU) is the United States” largest
export market for and largest import supplier of private services.

38 |n addition to these focus countries, Australia and Singapore also ranked as major services trading
partners. Services exports to Australia were $12.9 billion in 2010, and services imports were $6.0 billion,
yielding a U.S. services trade surplus of $6.9 billion. Services exports to Singapore were $12.4 billion in
2010, and services imports were $3.9 billion, yielding a U.S. services trade surplus of $8.5 billion.

34 UsSDOC, BEA, U.S. International Services, October 2010, 54-5, table 7.2. For more information on the
Indian services sector, see USITC, An Overview and Examination of the Indian Services Sector, 2010.
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FIGURE 1.8 Leading U.S. export markets for private services, by share, 2010?
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Source: USDOC, BEA, U.S. International Transactions Accounts Data, March 16, 2011, table 12.
Note: Because of rounding, percentages may not add to 100 percent.

# Data for 2010 are preliminary.

FIGURE 1.9 Leading U.S. import sources of private services, by share, 2010%
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CHAPTER 2
Administration of U.S. Trade Laws and
Regulations

This chapter surveys activities related to the administration of U.S. trade laws during
2010. It covers import relief laws, unfair trade laws, trade adjustment assistance, and
trade preference programs, including the U.S. Generalized System of Preferences, the
African Growth and Opportunity Act, the Andean Trade Preference Act, and the
Caribbean Basin Economic Recovery Act.

Import Relief Laws

Safeguard Actions

This section covers safeguard actions under provisions administered by the Commission,
including the global safeguards provided for in sections 201-204 of the Trade Act of
1974, the China safeguards provided for in section 421 of the Trade Act of 1974, and the
safeguards provided for in various bilateral free trade agreements involving the United
States.

The Commission conducted no new safeguard investigations during 2010. Only one
safeguard measure was in effect during 2010, with respect to imports of certain passenger
vehicle and light truck tires from China. The President imposed the measure in
September 2009 following receipt of an affirmative determination of market disruption
from the Commission under section 421 of the Trade Act of 1974.' The President
imposed additional tariffs on such tires from China for a three-year period as follows: 35
percent ad valorem in the first year, 30 percent ad valorem in the second year, and 25
percent ad valorem in the third year.? China challenged the higher U.S. tariffs in a WTO
dispute settlement case, which is described in chapter 3.

Laws against Unfair Trade Practices

Section 301 Investigations

Section 301 of the Trade Act of 1974 is the principal U.S. statute for addressing unfair
foreign practices affecting U.S. exports of goods or services.® Section 301 may be used to
enforce U.S. rights under bilateral and multilateral trade agreements and also may be
used to respond to unreasonable, unjustifiable, or discriminatory foreign government
practices that burden or restrict U.S. commerce. Interested persons may petition the

LUSITC, Certain Passenger Vehicle and Light Truck Tires From China, July 2009.

2 Proclamation 8414 of September 11, 2009, 74 Fed. Reg. 47861 (September 16, 2009). The higher tariffs
were imposed effective September 26, 2009, and were in addition to the existing 4 percent ad valorem rate of
duty on U.S. imports of such tires from China.

% Section 301 refers to sections 301-310 of the Trade Act of 1974, as amended (19 U.S.C. 2411-2420).
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United States Trade Representative (USTR) to investigate foreign government policies or
practices, or the USTR may initiate an investigation.

If the investigation involves a trade agreement and consultations do not result in a
settlement, section 303 of the Trade Act of 1974 requires the USTR to use the dispute
settlement procedures that are available under the subject agreement. If the matter is not
resolved by the conclusion of the investigation, section 304 of the Trade Act of 1974
requires the USTR to determine whether the practices in question deny U.S. rights under
a trade agreement; whether they are unjustifiable, unreasonable, or discriminatory; and
whether they burden or restrict U.S. commerce. If the practices are determined to violate
a trade agreement or to be unjustifiable, the USTR must take action.* If the practices are
determined to be unreasonable or discriminatory, and to burden or restrict U.S.
commerce, the USTR must determine whether action is appropriate and, if so, what type
of action to take.” The time period for making these determinations varies according to
the type of practices alleged.

In 2010, there were two ongoing section 301 cases and one new section 301 petition was
filed.

Section 301 Cases in 2010

One section 301 case concerned the meat hormone directive of the European Union
(EV).? In 1999, the United States imposed additional ad valorem duties of 100 percent on
about $117 million in imports from the EU, following a successful WTO challenge of the
EU law that bans imports of meat from animals that have been treated with certain
hormones. " In January 2009, the United States and the EU initiated a series of
consultations in an effort to resolve the dispute through negotiation. On May 13, 2009,
the United States and the EU announced the signing of a memorandum of understanding
(MOU).2 Under the MOU, the EU agreed to open a duty-free tariff-rate quota (TRQ) for
beef produced without growth-promoting hormones (i.e., “High Quality Beef”)’in the
amount of 20,000 metric tons,® and the United States agreed to reduce the scope of the
retaliation list.* The remaining additional duties continued in effect during 2010.%2

In a related development, the Court of Appeals for the Federal Circuit ruled in 2010 that
the additional duties imposed in the beef hormone dispute were terminated by operation
of law on July 29, 2007."* The Court so ruled because neither the petitioner in the meat
hormone case nor any representative of the domestic beef industry submitted a written

* Section 301(a) of the Trade Act of 1974, as amended (19 U.S.C. 2411(a)).

% Section 301(b) of the Trade Act of 1974, as amended (19 U.S.C. 2411(b)).

® EU Meat Hormone Directive,
http://ec.europa.eu/food/food/chemicalsafety/contaminants/hormones/index_en.htm.

64 Fed. Reg. 40638 (July 27, 1999). European Communities — Measures Concerning Meat and Meat
Products (DS26, DS48), http://www.wto.org/english/tratop _e/dispu_e/cases_e/ds26_e.htm.

& Memorandum of Understanding Between the United States of America and the European Commission
Regarding the Importation of Beef From Animals Not Treated with Certain Growth-Promoting Hormones
and Increased Duties Applied by the United States to Certain Products of the European Communities (May
13, 2009) (U.S.-EU Beef MOU). For more information on the three-phase MOU, see USITC, The Year in
Trade 2009, 5-5.

® Article VI of the U.S.-EU Beef MOU defines “High Quality Beef.”

10y.S.-EU Beef MOU, Art. 11(1).

11'y.S.-EU Beef MOU, Art. 11(3); 74 Fed. Reg. 40864 (August 13, 2009).

12 The additional duties are provided for in subheadings 9903.02.21 through 9903.02.83 of the Harmonized
Tariff Schedule of the United States (HTS).

¥ Gilda v. U.S., No. 2009-1492 (Fed. Cir. Oct. 13, 2010).

2-2




request for the continuation of the retaliatory duties to the USTR during the four-year
period ending on July 29, 2007, as required by section 307(c) of the Trade Act of 1974.*

The second active 301 case concerned the 2006 Softwood Lumber Agreement between
the United States and Canada (2006 SLA).™ Under the 2006 SLA, Canada agreed to
impose export measures on certain Canadian exports of softwood lumber to the United
States. In March 2008, an arbitral tribunal found that Canada had not complied with its
obligations under the 2006 SLA,* and in February 2009, the arbitral tribunal issued an
award on the remedy to be applied."” In accordance with the award, the USTR initiated a
301 investigation in April 2009 and determined that the United States would impose
additional 10 percent duties on certain imports of softwood lumber from the provinces of
Ontario, Quebec, Manitoba, and Saskatchewan.®® In response to the U.S. action, Canada
adopted a law in 2010 that imposed a 10 percent export duty on the subject softwood
lumber exports, thereby complying with its obligations under the 2006 SLA.
Accordingly, the USTR decided to terminate the imposition of the added import duties.*®

Lastly, in September 2010, the United Steelworkers Union filed a section 301 petition
with the USTR alleging that the acts, policies, and practices of the government of China
with respect to various green technologies violate the General Agreement on Tariffs and
Trade 1994, China’s Protocol of Accession to the WTO, and the WTO Agreement on
Subsidies and Countervailing Measures.?’ The petition covered a wide range of products
and sectors, including “end products and upstream inputs in the wind, solar, biomass,
geothermal, hydroelectric, clean coal, nuclear, energy-efficient vehicles, and lighting
sectors.”? Among other allegations, the petition identified export restraints on critical
inputs to green technology products; subsidies that are contingent on export performance
or domestic content; violations of national treatment; investment restrictions that are
contingent on performance requirements or technology transfer; and actionable domestic
subsidies.?

On October 15, 2010, the USTR initiated an investigation of the acts, policies, and
practices of China that were identified in the petition, but decided to delay the request for
consultations with the government of China in order to verify or improve the petition.?
The delay was based on the number and diversity of the acts, policies, and practices
covered by the petition. After further review, the USTR requested consultations with the
government of China under the WTO dispute settlement provisions concerning a program

¥ Gilda v. U.S., No. 2009-1492 (Fed. Cir. Oct. 13, 2010).

15 Softwood Lumber Agreement between the Government of the United States of America and the
Government of Canada, signed September 12, 2006.

16 U.S. v. Canada, Case No. 7941, London Court of International Arbitration (LCIA), Award on Liability
(March 3, 2008).

7' U.S. v. Canada, Case No. 7941, LCIA, Award on Remedies (February 23, 2009).

18 74 Fed. Reg. 16436 (April 10, 2009). The additional duties are provided for in subheading 9903.53.01 of
the HTS.

1975 Fed. Reg. 53014 (August 30, 2010). For more information on the softwood lumber dispute, see the
section on Canada in chapter 5.

2 China’s Policies Affecting Trade and Investment in Green Technology, 301 petition filed on behalf of
the United Steel, Paper and Forestry, Rubber, Manufacturing, Energy, Allied Industrial and Service Workers
International Union, AFL-CIO CLC, September 9, 2010 (hereinafter “China Green Technologies petition”).

2 China Green Technologies petition, 7.

22 China Green Technologies petition, 9.

28 75 Fed. Reg. 64776 (October 20, 2010).
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known as the Special Fund for Wind Power Manufacturing, which appears to provide
actionable subsidies to Chinese wind power equipment manufacturers.?

Special 301

The Special 301 law?® requires that each year, the USTR must identify and issue a list of
foreign countries that deny adequate and effective protection of intellectual property
rights (IPR), or deny fair and equitable market access to U.S. persons who rely on IPR
protection.”® Under the statute, a country denies adequate and effective IPR protection if
the country does not allow foreign persons “to secure, exercise, and enforce rights related
to patents, process patents, registered trademarks, copyrights and mask works.”?’

A country denies fair and equitable market access if it denies access to a market for a
product that is protected by a copyright or related right, patent, trademark, mask work,
trade secret, or plant breeder’s right through the use of laws and practices that violate
international agreements or that constitute discriminatory nontariff trade barriers.”® A
country may be found to deny adequate and effective IPR protection even if it is in
compliance with its obligations under the WTO Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS Agreement).?

In addition, the Special 301 law directs the USTR to identify and list so-called priority
foreign countries.® Priority foreign countries are countries that have the most onerous or
egregious acts, policies, or practices with the greatest adverse impact (actual or potential)
on the relevant U.S. products. Such countries must be designated as priority foreign
countries unless they are entering into good-faith negotiations or making significant
progress in bilateral or international negotiations to provide adequate and effective IPR
protection. The identification of a country as a priority foreign country triggers a section
301 investigation, unless the USTR determines that the investigation would be
detrimental to U.S. economic interests.

In addition to identifying priority foreign countries as required by statute, the USTR has
adopted a practice of naming countries to a “watch list” or a “priority watch list” if the
countries’ IPR laws and practices fail to provide adequate and effective IPR protection,
but the deficiencies do not warrant identification of the countries as priority foreign
countries. The priority watch list is for countries with significant IPR problems that
warrant close monitoring and bilateral consultation. A country that is identified on the
priority watch list may make progress and be moved to the watch list or removed from

4 USTR, United States Requests WTO Dispute Settlement Consultations on China’s Subsidies for Wind
Power Equipment Manufacturers (December 22, 2010). For more information, see chapter 3 section on WTO
dispute settlement.

% The Special 301 law is set forth in section 182 of the Trade Act of 1974, as amended (19 U.S.C. 2242).

2 persons who rely on IPR protection means persons involved in: “(A) the creation, production or
licensing of works of authorship ... that are copyrighted, or (B) the manufacture of products that are patented
or for which there are process patents.” Section 182(d)(1) of the Trade Act of 1974, as amended (19 U.S.C.
2242(d)(1)).

27 Section 182(d)(2) of the Trade Act of 1974, as amended (19 U.S.C. 2242(d)(2)). Section 901(a)(2) of the
Semiconductor Chip Protection Act (17 U.S.C. 901(a)(2)) defines “mask work™ as a “series of related images,
however fixed or encoded—(A) having or representing the predetermined, three-dimensional pattern of
metallic, insulating, or semiconductor material present or removed from the layers of a semiconductor chip
product; and (B) in which series the relation of the images to one another is that each image has the pattern of
the surface of one form of the semiconductor chip product.”

%8 Section 182(d)(3) of the Trade Act of 1974, as amended (19 U.S.C. 2242(d)(3)).

2 section 182(d)(4) of the Trade Act of 1974, as amended (19 U.S.C. 2242(d)(4)).

% Section 182(a)(2) of the Trade Act of 1974, as amended (19 U.S.C. 2242(a)(2)).
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any listing. Alternatively, a country that fails to make progress may be elevated from the
watch list to the priority watch list, or from the priority watch list to the list of priority
foreign countries.

In the 2010 Special 301 review, the USTR examined the adequacy and effectiveness of
IPR protection in 77 countries.® In conducting the review, the USTR focused on a wide
range of issues and policy objectives relating to IPR protection and enforcement,
including the need for more IPR training, resources, and prosecutions; significantly
improved enforcement against counterfeiting and piracy; Internet and digital piracy;
counterfeit pharmaceuticals; transshipment of pirated and counterfeit goods; ensuring that
foreign government ministries only use legally authorized and properly licensed business
software; and proper implementation of the TRIPS Agreement by developed and
developing countries.

In the 2010 Special 301 review, no countries were identified as priority foreign countries.
The 2010 Special 301 report identified 11 countries on the priority watch list and
highlighted weak IPR protection and enforcement in China and Russia, both of which
were maintained on the priority watch list. In addition, Algeria, Argentina, Canada, Chile,
India, Indonesia, Pakistan, Thailand, and Venezuela were kept on the priority watch list
due to significant concerns regarding IPR protection. While 29 countries remained on the
watch list, the Czech Republic, Hungary, and Poland were removed because they had
made significant progress on the protection and enforcement of IPR.

Antidumping and Countervailing Duty Investigations and Reviews

Antidumping Duty Investigations

The U.S. antidumping law is contained in title VII of the Tariff Act of 1930, as
amended.* This law offers relief to U.S. industries that are affected by dumping, which is
the sale of imported goods at less than their “fair value” (see below). The U.S.
government provides relief by imposing a special additional duty on an underpriced
import in order to offset its “dumping margin”—the amount by which its sale price is less
than its fair value. Antidumping duties are imposed when (1) the USDOC, the
administering authority, has determined that imports are being, or are likely to be, sold at
less than fair value (LTFV) in the United States, and (2) the Commission has determined
that a U.S. industry is materially injured or threatened with material injury, or that the
establishment of an industry in the United States is materially retarded by reason of such
imports. (Such a conclusion is called an “affirmative determination.”) Most investigations
are conducted on the basis of a petition filed with the USDOC and the Commission by or
on behalf of a U.S. industry. The USDOC and the Commission each conduct preliminary
and final antidumping duty investigations in making their separate determinations.

In general, imports are considered to be sold at LTFV when the U.S. price (i.e., the
purchase price or the exporter’s sales price, as adjusted) is less than the foreign-market
value, which is usually the home-market price; or in certain cases, the price in a third
country; or a constructed value, calculated as set out by statute.** The antidumping duty is
calculated to equal the difference between the U.S. price and the foreign-market value.>*

$LUSTR, “USTR Releases 2010 Special 301 Report on Intellectual Property Rights and 2010 Special 301
Report,” April 30, 2010.
%219 U.S.C. 1673 et seq.
%19 U.S.C. 1677b; 19 C.F.R. part 353, subpart D.
%19 U.S.C. 1677(35)(A).
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The duty specified in an antidumping duty order reflects the weighted average dumping
margins found by the USDOC both for specific exporters it has examined and for all
other exporters.® This rate of duty will be applied to subsequent imports from the
specified producers/exporters in the subject country, but it may be adjusted if the USDOC
receives a request for an annual review.*

The Commission instituted three new antidumping investigations and completed 19
investigations during 2010.%” Antidumping duties were imposed in 2010 as a result of
affirmative Commission determinations in 17 of those completed investigations on 11
products from 5 countries (table 2.1).

Details on all antidumping investigations active at the Commission during 2010 are
presented in appendix table A.4. A list of all antidumping duty orders, including
suspension agreements,® in effect as of the end of the year is presented in appendix table
A5.

Countervailing Duty Investigations

The U.S. countervailing duty law is also set forth in title VI of the Tariff Act of 1930, as
amended. It provides for the levying of special additional duties to offset foreign
subsidies on products imported into the United States.*® In general, procedures for such
investigations are similar to those under the antidumping law. Petitions are filed with the
USDOC (the administering authority) and with the Commission. Before a countervailing
duty order can be issued, the USDOC must confirm that a countervailable subsidy exists
and the Commission must make an affirmative determination that a U.S. industry is
suffering from material injury, threat of material injury, or material retardation because of
the subsidized imports.

The Commission instituted 2 new countervailing duty investigations and completed 11
during 2010. Countervailing duties were imposed in 2010 as a result of affirmative
Commission determinations in 10 of those 11 completed investigations on 9 products
from 3 countries (table 2.2).

%19 U.S.C. 1677(35)(B); 19 U.S.C. 1673d(c).

%19 U.S.C. 1675(a).

%7 Data reported here and in the following two sections (“Countervailing Duty Investigations” and
“Reviews of Outstanding Antidumping and Countervailing Duty Orders/Suspension Agreements”) reflect the
total number of investigations. In other Commission reports these data are grouped by product because the
same investigative team and all of the parties participate in a single grouped proceeding, and the Commission
generally produces one report and issues one opinion containing its separate determinations for each
investigation.

% An antidumping investigation may be suspended if exporters accounting for substantially all of the
imports of the merchandise under investigation agree either to eliminate the dumping or to cease exports of
the merchandise to the United States within six months. In extraordinary circumstances, an investigation may
be suspended if exporters agree to revise prices to eliminate completely the injurious effect of exports of the
subject merchandise to the United States. A suspended investigation is reinstituted if LTFV sales recur. See
19 U.S.C. 1673c.

% A subsidy is defined as a bounty or grant bestowed directly or indirectly by any country, dependency,
colony, province, or other political subdivision on the manufacture, production, or export of products. See 19
U.S.C. 1677(5) and 1677-1(a).
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TABLE 2.1 Antidumping duty orders that became effective during 2010

Range of duty

Country Product (percent)
China Coated paper 7.62-135.84
China Magnesia carbon bricks 128.10-236.00
China Narrow woven ribbons 123.83-247.65
China Qil country tubular goods 32.07-99.14
China Potassium phosphate salts 62.23-95.40
China Prestressed concrete steel wire strand 42.97-193.55
China Seamless carbon and alloy steel standard, line, and pressure pipe 50.01-98.74
China Seamless refined copper pipe and tube 11.25-60.85
China Steel grating 136.76-145.18
China Woven electric blankets 93.09-174.85
Indonesia Coated paper 20.13
Indonesia Polyethylene retail carrier bags 69.64-85.17
Mexico Magnesia carbon bricks 57.90

Mexico Seamless refined copper pipe and tube 24.89-27.16
Taiwan Narrow woven ribbons 4.37

Taiwan Polyethylene retail carrier bags 36.54-95.81
Vietham Polyethylene retail carrier bags 52.30-76.11

Source: Compiled by USITC from Federal Register notices.

TABLE 2.2 Countervailing duty orders that became effective during 2010

Range of duty

Country Product (percent)
China Coated paper 17.94

China Magnesia carbon bricks 24.24-253.87
China Narrow woven ribbons 1.56-117.95
China Oil country tubular goods 10.49-15.78
China Potassium phosphate salts 109.11

China Prestressed concrete steel wire strand 9.42-45.85
China Seamless carbon and alloy steel standard, line, and pressure pipe 13.66-56.67
China Steel grating 62.46
Indonesia  Coated paper 17.94
Vietnam Polyethylene retail carrier bags 0.44 (de minimis)-52.56

Source: Compiled by USITC from Federal Register notices.

Details on all countervailing duty investigations active at the Commission during 2010
are presented in appendix table A.6, and a list of all countervailing duty orders (including
suspension agreements)® in effect at the end of the year is presented in appendix table
AT.

Reviews of Outstanding Antidumping and Countervailing Duty
Orders/Suspension Agreements

Section 751(a) of the Tariff Act of 1930 requires the USDOC, if requested, to conduct
annual reviews of outstanding antidumping duty and countervailing duty orders to
determine the amount of any net subsidy or dumping margin and to determine

0 A countervailing duty investigation may be suspended if the government of the subsidizing country or
exporters accounting for substantially all of the imports of the merchandise under investigation agrees to
eliminate the subsidy, to completely offset the net subsidy, or to cease exports of the merchandise to the
United States within six months. In extraordinary circumstances, an investigation may be suspended if the
government of the subsidizing country or exporters agrees to eliminate completely the injurious effect of
exports of the subject merchandise to the United States. A suspended investigation is reinstituted if
subsidization recurs. See 19 U.S.C. 1671c.
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compliance with suspension agreements.** Section 751(b) also authorizes the USDOC
and the Commission, as appropriate, to review certain outstanding determinations and
agreements after receiving information or a petition that shows changed circumstances.*
In these circumstances, the party that is asking to have an antidumping duty order,
countervailing duty order, or suspension agreement revoked or modified has the burden
of persuading the USDOC and the Commission that circumstances have changed
sufficiently to warrant review and revocation. On the basis of either the USDOC’s or
Commission’s review, the USDOC may revoke an antidumping duty or countervailing
duty order in whole or in part, or may either terminate or resume a suspended
investigation. No changed-circumstances investigations were active at the Commission
during 2010.

Section 751(c) of the Tariff Act of 1930 requires both the USDOC and the Commission
to conduct sunset reviews of outstanding orders and suspension agreements five years
after their publication to determine whether revocation of an order or termination of a
suspension agreement would be likely to lead to continuation or recurrence of dumping
or a countervailable subsidy and material injury.** During 2010, the USDOC and the
Commission instituted 73 sunset reviews of existing antidumping duty and countervailing
duty orders and suspension agreements* and the Commission completed 32 reviews. As
a result, 31 antidumping duty and countervailing duty orders were continued for five
additional years. Appendix table A.8 shows completed reviews of antidumping duty and
countervailing duty orders and suspension agreements in 2010.%

Section 337 Investigations

Section 337 of the Tariff Act of 1930, as amended,* authorizes the Commission to
investigate certain practices involving the importation of “infringing articles”—i.e.,
goods (1) that infringe a valid and enforceable U.S. patent, registered trademark,
registered copyright, registered mask work, or registered vessel hull design, and (2) for
which a domestic industry exists or is in the process of being established. Section 337
makes it unlawful for any person to import such goods into the United States, to sell them
for importation, or to sell them within the United States after they are imported. The
Commission may launch an investigation into such practices on the basis of a complaint
or on its own initiative.*’

19 U.S.C. 1675(a).

219 U.S.C. 1675(h).

19 U.S.C. 1675(c).

“ A total of 15 of the instituted reviews (14 antidumping duty reviews and 1 countervailing duty review)
were subsequently terminated and the outstanding orders/findings revoked because a domestic industry did
not request that they be continued. The 14 revoked antidumping duty orders/findings were as follows: forged
stainless steel flanges from India and Taiwan; granular polytetrafluoroethylene resin from Japan; greige
polyester cotton printcloth from China; natural bristle paint brushes from China; non-frozen apple juice
concentrate from China; polychloroprene rubber from Japan; porcelain-on-steel cooking ware from Taiwan;
sparklers from China; stainless steel butt-weld pipe fittings from Japan, Korea, and Taiwan; superalloy
degassed chromium from Japan; and top-of-the-stove stainless steel cooking ware from Korea. The one
revoked countervailing duty order was on top-of-the-stove stainless steel cooking ware from Korea. The
review concerning the antidumping duty order on U.S. imports of natural bristle paint brushes from China
was terminated and the outstanding order revoked because USDOC found in a changed-circumstances review
that domestic parties expressed a lack of interest in antidumping duty relief from imports of the subject
merchandise.

* For detailed information on reviews instituted, as well as Commission action in all reviews, see the
Commission’s Web site section “Five-Year (Sunset) Reviews,” at http://info.usitc.gov/oinv/sunset.NSF.

%19 U.S.C. 1337.

47 Also unlawful under section 337 are other unfair methods of competition and unfair acts in the
importation of articles into the United States, or in the sale of imported articles, the threat or effect of which
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If the Commission determines that a violation exists, it can issue an exclusion order
directing U.S. Customs and Border Protection (USCBP) to exclude the subject imports
from entry into the United States, and a cease and desist order directing the violating
parties to stop engaging in the unlawful practices. The orders enter into force unless
disapproved for “policy reasons” by the USTR*® within 60 days of issuance.*

During 2010, there were 108 active section 337 investigations and ancillary proceedings,
63 of which were instituted in 2010. Of these 63, 56 were new section 337 investigations
and seven were new ancillary proceedings relating to previously concluded
investigations. In all but two of the new section 337 institutions in 2010, patent
infringement was the only type of unfair act alleged. The two exceptions were one
investigation involving alleged copyright, trademark, and patent infringement,*® and one
investigation involving alleged misappropriation of trade secrets as well as patent
infringement.>

The Commission completed a total of 50 investigations and ancillary proceedings under
section 337 in 2010, including three enforcement proceedings, one bond forfeiture
proceeding, one sanctions proceeding, and two advisory proceedings. Seven exclusion
orders, including one general exclusion order, and 20 cease and desist orders were issued
during 2010. The Commission terminated 30 investigations without determining whether
there had been a violation. Twenty-three of these investigations were terminated on the
basis of settlement agreements and/or consent orders.

Approximately two-thirds of the active investigations in 2010 concerned products in the
semiconductor, telecommunications, and electronics fields—e.qg., cellular smartphones,
liquid crystal displays, set-top boxes, biometric scanning devices, and flash memory
chips. Other investigations involved commercial equipment such as underground pipe
locators and automated media library systems. Another group of section 337
investigations active during the year focused on a variety of consumer items, ranging
from inkjet cartridges to ground fault circuit interrupters to caskets.

At the close of 2010, 58 section 337 investigations and related proceedings were pending
at the Commission. Commission activities involving section 337 actions in 2010 are
presented in table A.9. As of December 31, 2010, exclusion orders based on violations of
section 337 were in effect for 79 investigations. Table A.10 lists the investigations in
which these exclusion orders were issued.

is to destroy or substantially injure a domestic industry, to prevent the establishment of an industry, or to
restrain or monopolize trade and commerce in the United States. Examples of such other unfair acts are
misappropriation of trade secrets, common law trademark infringement, trade dress infringement, false
advertising, and false designation of origin. Unfair practices that involve the importation of dumped or
subsidized merchandise must be pursued under antidumping or countervailing duty provisions, not under
section 337.

819 U.S.C. 1337(j). Although the statute reserves the review for the President, since 2005 this function
has been officially delegated to USTR. 70 Fed. Reg. 43251 (July 26, 2005).

%9 Section 337 investigations at the Commission are conducted before an administrative law judge in
accordance with the Administrative Procedure Act, 5 U.S.C. 551 et seq. The administrative law judge
conducts an evidentiary hearing and makes an initial determination, which is transmitted to the Commission.
The Commission may adopt the determination by deciding not to review it, or it may choose to review it. In
either case, if the Commission finds a violation, it must determine the appropriate remedy, the amount of any
bond to be collected while its determination is under review by USTR, and whether public interest
considerations preclude issuing a remedy.

%0 Certain Lighting Products, Inv. No. 337-TA-719.

51 Certain DC-DC Controllers and Products Containing the Same, Inv. No. 337-TA-698.
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Trade Adjustment Assistance

The United States provides trade adjustment assistance (TAA) to aid U.S. workers,
farmers, firms and industries, and communities adversely affected by import competition
or by shifts of U.S. production to foreign countries.®® The TAA programs were
reauthorized, amended, and expanded in 2009.>® Those expanded provisions expired on
February 12, 2011, and the TAA programs reverted from the expanded program to the
program in effect before the 2009 amendments.**

In 2010, TAA comprised the following programs: TAA for Workers, TAA for Firms,
TAA for Farmers, and TAA for Communities. These programs are described separately
below.

Assistance for Workers

The TAA for Workers program is administered by the U.S. Department of Labor
(USDOL) through the Employment and Training Administration (ETA). Geared for
workers who have lost their jobs as a result of foreign trade, the TAA for Workers
program offers a variety of benefits and services to eligible workers, including job
training, income support, job search and relocation allowances, a tax credit to help pay
the costs of health insurance, and a wage supplement to certain reemployed trade-affected
workers 50 years of age and older.>

Two key changes were introduced by the 2009 amendments to the TAA for Workers
program: (1) TAA coverage was expanded to more U.S. workers and firms, including
workers and firms in the service sector (as opposed to covering just workers in the
manufacturing sector), and (2) benefits were made available to U.S. workers whose jobs
had been offshored to any country without regard to whether there was an increase in
total U.S. imports (as opposed to covering a more limited set of shifts in U.S.
production).® As noted above, the expanded provisions were in effect throughout 2010,
but expired on February 12, 2011, when the TAA program reverted to the program in
effect before the 2009 amendments.®’

52 TAA was formally established by the Trade Expansion Act of 1962 (Pub. L. 87-794) but was little used
until the Trade Act of 1974 (Pub. L. 93-618) expanded program benefits and eligibility. The TAA program
was amended by the Trade Adjustment Assistance Reform Act (TAA Reform Act), which was part of the
Trade Act of 2002 (Pub. L. 107-210). The TAA Reform Act reauthorized and expanded TAA, it also
consolidated the TAA and the North American Free Trade Agreement (NAFTA) TAA programs. Economic
Report of the President, 2009, box 8-2, 232-33; Topoleski, “TAA for Workers,” February 20, 2008.

%% president Obama signed the Trade and Globalization Adjustment Assistance Act of 2009 (TGAAA) on
February 17, 2009, as part of the American Recovery and Reinvestment Act of 2009 (Pub. L. 111-5). This
legislation reauthorized and changed certain provisions of the TAA programs for workers, firms, and farmers
beginning in May 18, 2009, and created the TAA for Communities program. For additional information on
the amendments introduced by the TGAAA, see USITC, The Year in Trade 2009, July 2010, 2-2.

5% On December 29, 2010, the President signed the Omnibus Trade Act of 2010. Among other things, the
act extended certain 2009 TGAAA amendments that were scheduled to expire on December 31, 2010,
through February 12, 2011. The TGAAA subsequently lapsed on February 12, 2011. USTR, 2011 Trade
Policy Agenda and 2010 Annual Report, March 2011, 178.

% USDOL, ETA, Trade Adjustment Assistance Workers, December 2010, 2-3.

% USDOL, ETA, Trade Adjustment Assistance Workers, December 2010, 2-3.

57 USTR, 2011 Trade Policy Agenda and 2010 Annual Report, March 2011, 178. A description of the
expanded benefits and services that were available under the 2009 TAA for Workers program (generally
available between May 18, 2009, and February 12, 2011) is provided in USITC, The Year in Trade 2009,
July 2010, 2-2 to 2-3. For a description of the benefits and services that were available under original 2002
amendments to the TAA program (and thus were still available after February 12, 2011), see USITC, The
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ETA reported that it received 2,222 petitions®® for TAA in fiscal year (FY) 2010, a
sharp decline from 4,549 petitions for TAA filed in FY 2009. According to ETA, the
2009 expansion of TAA coverage for service sector workers, as well as the effects of the
U.S. economic recession, led to a significant increase in petitions filed in FY 2009.%°

ETA certified 2,718 petitions eligible for TAA during FY 2010, up from 1,845 petitions
certified in FY 2009. According to ETA, the larger number of certifications in FY 2010
in part reflected the larger number of petitions filed during FY 2009.°* ETA estimated
that 280,873 workers were covered by certified petitions for TAA in FY 2010, while an
estimated 80,074 workers were covered under petitions that were denied. Petitions were
certified for workers in all 50 states and in Puerto Rico; no petitions were certified for
workers in the District of Columbia. The most petitions were certified for California
(225), Ohio (221), and Pennsylvania (208). The largest numbers of workers covered by
certified petitions were in Michigan (34,866), Ohio (25,263), and California (20,571).
More than 80 percent of the workers covered by certified petitions for TAA in FY 2010
were in the manufacturing sector, and almost 30 percent of the workers covered by
certified petitions were the result of a shift in production (i.e., outsourcing). The most
common reason for certifying petitions for service sector workers was also outsourcing:
594 petitions covering 29,546 workers were certified due to a shift in the supply of
services to a foreign country, while 214 petitions covering 12,022 workers were certified
due to the acquisition of services from a foreign country.®

Assistance for Farmers

The TAA for Farmers program is administered by the U.S. Department of Agriculture
(USDA) through the Foreign Agricultural Service (FAS). Under the program, USDA
provides technical assistance and cash benefits to eligible U.S. producers of raw
agricultural commodities and fishermen whose crops or catch have been adversely
affected by imports of like or directly competitive commodities. ® The 2009
reauthorization of the TAA for Farmers program authorized appropriations for the 2009

Year in Trade 2003, July 2004, 2-3 to 2-4. The most current information on benefits and services available
under the TAA for Workers program is available from USDOL at http://www.doleta.gov/tradeact/.

%8 For a worker to be eligible to apply for TAA, the worker must be part of a group of workers that file a
petition with USDOL as workers adversely affected by foreign trade. In response to the filing, USDOL
institutes an investigation to determine whether the workers meet the group eligibility requirements. If the
worker group meets the eligibility criteria, a group certification of eligibility is issued. Each worker in the
group must then individually apply for TAA services and benefits. USDOL, ETA, “Trade Adjustment
Assistance Petition Process,” February 14, 2011.

5 FY 2010 covers the period October 1, 2009, through September 30, 2010.

80 USDOL, ETA, Trade Adjustment Assistance Workers, December 2010, 9.

%1 The number of petitions certified for TAA in any fiscal year may not necessarily total the number of
petitions filed in that year because of the processing time for petitions (which may span more than one fiscal
year), the withdrawal of some petitions, and the termination of investigations. In addition, “for FY 2009
trade-affected workers were provided an opportunity to withdraw petitions filed under the old law and re-file
after the effective date of the 2009 amendments. In addition, the backlog created by this withdrawal and re-
filing, as well as increased interest in the program under expanded eligibility, resulted in a backlog in Fiscal
Year 2009 that was not resolved until Fiscal Year 2010.” USDOL, ETA, Trade Adjustment Assistance
Workers: Report to the Committee on Finance of the Senate and Committee on Ways and Means of the House
of Representatives, December 2010, 9.

2 USDOL, ETA, Trade Adjustment Assistance Workers: Report to the Committee on Finance of the
Senate and Committee on Ways and Means of the House of Representatives, December 2010, 11-12.

3 USDA, “Trade Adjustment Assistance (TAA) for Farmers Program,” March 14, 2010, 1.
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and 2010 fiscal years, and for the period beginning October 1, 2010 through December
31, 2010.%

USDA reported that it received 17 petitions® for TAA in FY 2010,°° and approved 3
petitions on behalf of U.S. asparagus and catfish producers nationwide, as well as U.S.
shrimp producers in the Gulf and South Atlantic region. As a result of these certifications,
more than 5,000 producers applied for training and cash benefits under the FY 2010
program.®’

USDA launched its FY 2011 TAA for Farmers program on May 21, 2010.% It received
33 petitions for assistance, and it certified 3 petitions on behalf of blueberry producers in
Maine, lobster producers in five northeastern states, and shrimp producers in Alaska and
nine Gulf and South Atlantic states in September 2010. Nearly 6,000 producers applied
for training and cash benefits for the period beginning October 1, 2010, and ending
December 31, 2010.%

Assistance for Firms

The TAA for Firms program is administered by the U.S. Department of Commerce
(USDOC) through the Economic Development Administration (EDA). The program
provides financial assistance to U.S. manufacturers adversely affected by imports, by
providing matching funds to help eligible firms offset the costs of projects aimed at
improving their competitive positions. The TAA for Firms program was modified and
expanded in 2009, most notably by offering service industry firms the opportunity to
apply for TAA and by allowing firms applying for assistance to use a longer retrospective
period to demonstrate their eligibility for benefits. Those modifications expired on

& As discussed above, subsequent legislation extended the program through February 12, 2011. The TAA
for Farmers program originally was in effect from October 1, 2002, through December 31, 2007, when
funding for the program expired. The TAA for Farmers program was reauthorized and modified by the Trade
and Globalization Adjustment Assistance Act of 2009 (TGAAA) on February 17, 2009, as part of the
American Recovery and Reinvestment Act of 2009 (Pub. L. 111-5). A description of benefits and services
available under the TAA for Farmers program is provided in USITC, The Year in Trade 2009, July 2010, 2-3
to 2-4. The most current information on the TAA for Farmers program is available from USDA, FAS,
http://www.fas.usda.gov/itp/taa/taa.asp.

® To become eligible for benefits, a group of three or more producers or a commodity organization, acting
on behalf of producers in their state or group of states, may request that a commodity be certified as eligible
by submitting a petition to FAS. To be eligible, a commodity must be listed in its raw or natural state in
chapters 1, 3,4, 5, 6, 7, 8, 10, 12, 14, 23, 24, 41, 51, or 52 of the Harmonized Tariff Schedule of the United
States. FAS initiates an investigation after it accepts a petition for review. On completing its investigation,
FAS announces whether the commodity has been “certified” (approved for benefits) and the marketing year
for which the certification is valid. USDA, FAS, “Trade Adjustment Assistance (TAA) for Farmers,” March
2010.

8 USDA did not provide technical assistance or provide payments to farmers or fishermen during FY 2009.
All FY 2009 outlays were administrative costs associated with running the program. USTR, 2011 Trade
Policy Agenda and 2010 Annual Report, March 2011, 179.

57 USDA, FAS, “Notice to Program Participants,” April 4, 2011; USTR, 2011 Trade Policy Agenda and
2010 Annual Report, March 2011, 179.

% For the USDA notice of acceptance of petitions for TAA for Farmers for FY 2010, see 75 Fed. Reg.
11513 (March 11, 2010).

8 USDA, FAS, “Notice to Program Participants,” April 4, 2011; USTR, 2011 Trade Policy Agenda and
2010 Annual Report, March 2011, 179.

" The TAA for Firms program was modified and expanded by the Trade and Globalization Adjustment
Assistance Act of 2009 (TGAAA) on February 17, 2009, as part of the American Recovery and Reinvestment
Act of 2009 (Pub. L. 111-5). For additional information on the amendments introduced by the TGAAA, see
USITC, The Year in Trade 2009, July 2010, 2-4 to 2-5.
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February 12, 2011, and the TAA for Firms program reverted from the expanded program
to the program in effect before the 2009 amendments.”*

EDA reported that it particularly targeted small and medium-sized firms in FY 2010.7 It
received 305 petitions’ for TAA in FY 2010, compared to 278 petitions received in FY
2009. EDA certified 330 petitions, up from 164 petitions in FY 2009; no petitions were
denied in FY 2010.”* Approximately 91 percent of the petitions certified for TAA were
for manufacturing firms; of the remainder, about 50 percent were for wholesale firms.
The most petitions were certified for firms in Pennsylvania (48), Massachusetts (27),
New York (25), and Illinois (23).”

Assistance for Communities

The Community TAA (TAA for Communities) program was launched in January 2010
to provide grants to assist U.S. communities that have experienced, or were threatened
by, job loss resulting from international trade. Grants under the program could be used to
support a wide range of technical, planning, and infrastructure projects to help
communities adapt to trade impact issues and diversify their economies. Funding for the
program was made available through September 30, 2010, although grants under the
program could cover projects lasting as long as three years.”’

TAA for Communities is administered by the USDOC through the EDA.” To be eligible
to apply, communities were to have been previously certified under the TAA for
Workers, TAA for Farmers, or TAA for Firms programs. In addition, EDA had to
determine that the community was significantly impacted by foreign trade.” EDA

™ USDOC, EDA, “Trade Adjustment Assistance for Firms” (accessed June 1, 2011). Additional
information on the TAA for Firms program is provided in USITC, The Year in Trade 2009, July 2010, 2-4 to
2-5. The most current information on the TAA for Firms program is available from USDOC, EDA,
http://www.eda.gov/Research/TradeAdj.xml and http://www.taacenters.org/index.html.

2USDOC, EDA, Annual Report to Congress, December 2010, 39.

" To become eligible for benefits, firms must submit a petition to USDOC through one of 11 national
Trade Adjustment Assistance Centers (TAACs). TAACs are typically sponsored by universities or nonprofit
organizations, and are the primary point of contact for firms during the certification and adjustment processes.
Once a petition has been approved, TAACs work closely with firm management to identify the firm’s
strengths and weaknesses and develop a customized adjustment proposal designed to stimulate recovery and
growth. After an adjustment proposal has been approved, company management and TAAC staff jointly
identify consultants with the specific expertise required to assist the firm. Funds are not provided directly to
firms; instead, the EDA funds the TAACs and the TAACs pay a cost-shared proportion of the cost to secure
the identified specialized business consultants. USDOC, EDA, Annual Report to Congress, December 2010,
2-3.

™ The number of petitions certified for TAA in any fiscal year may not necessarily total the number of
petitions accepted in that year because of the processing time for petitions (which may span more than one
fiscal year) or the withdrawal of petitions. USDOC, EDA, Annual Report to Congress, December 2010, 6.

™ USDOC, EDA, Annual Report to Congress, December 2010, 10.

8 The TAA for Communities program was established by the Trade and Globalization Adjustment
Assistance Act of 2009 (TGAAA) on February 17, 2009, as part of the American Recovery and Reinvestment
Act of 2009 (Pub. L. 111-5). See also 76 Fed. Reg. 4612 (January 26, 2011). For additional information on
the amendments introduced by the TGAAA, see USITC, The Year in Trade 2009, July 2010, 2-5.

77 «$36,768,000 is available for the Community TAA Program and shall remain available until September
30, 2010, which means that EDA must obligate all funds to particular projects by that date.” EDA,
“Community Trade Adjustment Assistance Program: Frequently Asked Questions,” 9-10, March 4, 2010.
Additional information on the TAA for Communities program is provided in USITC, The Year in Trade 2009,
July 2010, 2-5 to 2-6. The most current information on the TAA for Communities program is available from
USDOC, EDA, http://www.eda.gov/InvestmentsGrants/Community TAA.xml.

8 USDOC, EDA, “Community Trade Adjustment Assistance: Program Overview,” n.d. (accessed June 1,
2011).

® USDOC, EDA, “Announcement of Federal Funding Opportunity,” n.d. (accessed June 1, 2011).
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established a single competition for the TAA for Communities program, with the
deadline to submit a full grant application of April 20, 2010 to be eligible for an award of
funding.

EDA reported that more than 130 applicants applied for assistance under the TAA for
Communities program, requesting $156 million dollars for a variety of projects. The full
amount of funds available for assistance was awarded on a competitive basis to 36
communities.®

Tariff Preference Programs

Generalized System of Preferences

The U.S. Generalized System of Preferences (GSP) program authorizes the President to
grant duty-free access to the U.S. market for certain products that are imported from
designated developing countries and territories. Certain additional products are allowed
duty-free treatment when imported only from countries designated as least-developed
beneficiary developing countries (LDBDCs). The President’s authority to provide duty-
free treatment under the GSP program expired on December 31, 2010.%

The program is authorized by title V of the Trade Act of 1974, as amended.?? By offering
unilateral tariff preferences, the GSP program aims to accelerate economic growth in
developing countries. An underlying principle of the GSP program is that the creation of
trade opportunities for developing countries encourages broad-based economic
development and sustains momentum for economic reform and liberalization. The GSP
program also ensures that U.S. companies have access to intermediate products from
beneficiary countries on generally the same terms that are available to competitors in
other developed countries that grant similar trade preferences. ®

Countries are designated as “beneficiary developing countries” under the GSP program
by the President, although countries can be removed from this designation based on
petitions alleging improper country practices, including inadequate protection of
intellectual property rights or internationally recognized worker rights. The President also
designates the articles that are eligible for duty-free treatment, but may not designate
articles that he determines to be *“import-sensitive” in the context of the GSP. Certain
articles (for example, footwear, textiles, and apparel) are designated by statute as
“import-sensitive” and thus not eligible for duty-free treatment under the GSP program.
The statute also provides for graduation of countries from the program when they become
“high-income” countries and for removal from eligibility of articles, or articles from
certain countries, under certain conditions. The extension of the GSP program in 2006
provided that a competitive need limitation (CNL) waiver in effect with respect to a
product for five or more years should be revoked if U.S. imports from a specific supplier
meet certain “super-competitive” value thresholds.®*

8 76 Fed. Reg. 4612 (January 26, 2011).
8 pyb. L. 111-124.
8219 U.S.C. 2461 et seq.
8 USTR, 2011 Trade Policy Agenda and 2010 Annual Report, March 2011, 181.
8419 U.S.C. 2463(d)(4)(B)(ii).
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The U.S. GSP program made several changes with respect to product and country
eligibility in 2010:

e On June 29, 2010, a number of changes were proclaimed based on the 2009 GSP
Annual Product Review.* Two products that could previously only be imported
duty-free from least-developed GSP countries were designated as GSP-eligible
for all GSP beneficiaries.®® A number of products were excluded because
imports exceeded CNLs; and one product®” that had previously received a CNL
waiver had that waiver revoked because imports exceeded the “super-
competitive” threshold.®®

o Asof January 1, 2010, the Republic of the Maldives was added to the list of GSP
beneficiaries; Cape Verde was removed from the LDBDC list, but remains a GSP
beneficiary; and Trinidad and Tobago was removed from GSP eligibility based
on high national income. On January 1, 2011, Croatia and Equatorial Guinea
were removed from the list of GSP beneficiaries based on high income.®

Duty-free imports entered under the GSP program totaled $22.6 billion in 2010,
accounting for 7.7 percent of total U.S. imports from GSP beneficiary countries and 1.2
percent of total imports (table 2.3).*° Thailand was the leading GSP beneficiary in 2010,
followed by Angola, India, Brazil, Indonesia, and Equatorial Guinea. Almost one-fourth
of all duty-free entries under the GSP were petroleum products, compared with nearly a
third in 2009. Petroleum products only enter free of duty under the GSP when imported
from LDBDCs, including Angola and Equatorial Guinea. (As noted, Equatorial Guinea
ceased to be a GSP beneficiary as of January 1, 2011). Appendix table A.11 shows the
top 20 products imported under the GSP in 2010, and appendix table A.12 shows the
overall distribution of GSP benefits by sector.

African Growth and Opportunity Act

The African Growth and Opportunity Act (AGOA) was enacted in 2000 to provide
unilateral preferential trade benefits to eligible sub-Saharan African (SSA) countries
pursuing political and economic reform.”* AGOA provides duty-free market access to all
GSP-eligible products and more than 1,800 additional qualifying tariff line-item products
from designated SSA countries, and exempts these beneficiaries from GSP CNLs.

8 USTR, Results of the 2009 GSP Annual Review, n.d.

% The two products were frozen vegetables—specifically, HTS 0710.22.40 (beans, not elsewhere specified
or included, uncooked or cooked by steaming or boiling in water, frozen, reduced in size (green beans, lima
beans, misc.)); and HTS 0710.90.91 (mixtures of vegetables not elsewhere specified or included, uncooked or
cooked by steaming or boiling in water, frozen).

8 HTS 7113.19.25 (gold mixed-link necklaces and neck chains from India).

8 proclamation No. 8539 of June 29, 2010, 75 Fed. Reg. 38905 (July 6, 2010). The CNLs require the
termination of a beneficiary developing country’s GSP eligibility on a product if, during any calendar year,
U.S. imports from that country: (1) account for 50 percent or more of the value of total U.S. imports of that
product; or (2) exceed a certain dollar value.

8 proclamation No. 8467 of December 23, 2009, 74 Fed. Reg. 69221 (December 30, 2009).

% |mports entering the United States free of duty under preference programs are given duty-free preference
only upon an importer’s claim for each shipment, supported with documentation.

*1 In addition to providing preferential access to the U.S. market for eligible SSA products, AGOA also
includes a number of trade-facilitating provisions. For further information, see USTR, 2008 Comprehensive
Report, 21. The USTR’s 2008 report is the last of eight annual reports required under AGOA.

%2 Should GSP lapse, AGOA preferences remain in effect.
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TABLE 2.3 U.S. imports for consumption from GSP beneficiaries and the world, 2010, millions of dollars

All GSP

Item beneficiaries World
Total U.S. imports 293,095 1,888,005
Imports of products that are not GSP eligible 249,389 1,043,182
Imports of products that are GSP eligible® 43,706 844,823
Imports of products that are GSP eligible from all GSP beneficiaries® 29,009 370,040
Imports of products that are only GSP eligible from LDBDCs*® 14,697 474,784
Total GSP duty free imports 22,554 22,554
Non-LDBDC GSP duty free 17,098 17,098
GSP LDBDC duty free 5,455 5,455
Total of GSP eligible products not benefiting from GSP duty-free treatment 21,152 822,269
GSP program exclusions 6,999 6,999
All other 14,153 815,270

Source: Compiled from official statistics of the USDOC.
Note: Customs-value basis; excludes imports from the U.S. Virgin Islands.

%Includes imports from all beneficiary countries for the articles that are designated as eligible articles under GSP.

® Non-LDBDC (least-developed beneficiary developing countries) eligible products are those for which a rate of duty
of “free” appears in the special rate column of the Harmonized Tariff Schedule of the United States (HTS) followed by
the symbols “A” or “A*” in parentheses. The symbol “A” indicates that all beneficiary countries are eligible for duty-free
treatment with respect to all articles provided for in the designated provisions, while the symbol “A*” indicates that
certain beneficiary countries, specified in general note 4(d) of the HTS, are not eligible for duty-free treatment with
respect to any article provided for in the designated provision.

¢ LDBDC-eligible products are those for which a rate of duty “free” appears in the special rate column of the HTS,
followed by the symbol “A+”" in parentheses. The symbol “A+” indicates that all LDBDCs (and only LDBDCs) are
eligible for duty-free treatment with respect to all articles provided for in the designated provisions.

“For a variety of reasons, all imports from beneficiary countries under HTS provisions that appear to be eligible for
GSP treatment do not always and necessarily receive duty-free entry under the GSP. Such eligible imports may not
receive duty-free treatment under GSP for one or more of at least five different reasons: (1) the importers fail to claim
GSP benefits affirmatively; (2) the goods are from a GSP beneficiary that lost GSP benefits on that product for
exceeding the so-called competitive need limits; (3) the goods are from a GSP beneficiary country that lost GSP
benefits on that product because of a petition to remove that country from GSP for that product or because of some
other action by the President or USTR; (4) the GSP beneficiary country may claim duty-free treatment under some
other program or provision of the HTS; and (5) the good fails to meet the rule of origin or direct shipment requirement
of the GSP statute.

AGOA also provides duty-free treatment for certain apparel articles made in qualifying
SSA countries. AGOA is scheduled to be in effect until September 30, 2015.%

In 2010, articles entering the United States free of duty under AGOA were valued at
$38.7 billion, a 37.8 percent increase over 2009, and accounted for 63.9 percent of all
imports from AGOA countries (table 2.4). This increase in total imports was driven
primarily by an increase in the value and quantity of imports of petroleum-related
products.** Duty-free U.S. imports under AGOA, including under the GSP program,
were valued at $44.3 billion in 2010, accounting for 73.1 percent of total imports from
AGOA countries and representing an increase of 31.3 percent over 2009.

The leading suppliers of duty-free U.S. imports under AGOA in 2010 were Nigeria (65.1
percent of total AGOA imports), Angola (16.3 percent), the Republic of the Congo (5.0

% 19 U.S.C. 3701 note. AGOA provisions that provide preferential treatment for certain textiles and
apparel also expire on September 30, 2015. 19 U.S.C. 3721(f).
% Although petroleum products enter duty-free under GSP only for LDBDCs, the duty-free preference for
petroleum products extends to all AGOA beneficiaries.
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TABLE 2.4 U.S. imports for consumption from AGOA countries, 2008-10

ltem 2008 2009 2010
Total imports from AGOA countries (millions of $) 81,438 43,950 60,531
Total under AGOA, including GSP (millions of $) 66,259 33,709 44,270
Imports under AGOA, excluding GSP (millions of $) 56,374 28,050 38,665
Total under AGOA as a percent of total 69.2 63.8 63.9

Source: Compiled from official statistics of the USDOC.

% AGOA-eligible products are those for which a rate of duty “free” appears in the special rate column of the HTS
followed by the symbol “D” in parentheses (the symbol “D” indicates that all AGOA beneficiaries are eligible for duty-
free treatment with respect to all articles provided for in the designated provisions). In addition, provisions of
subchapters 1l and XIX of chapter 98 of the HTS set forth specific categories of AGOA-eligible products, under the
terms of separate country designations enumerated in subchapter notes.

percent), South Africa (4.9 percent), Chad (3.1 percent), and Gabon (2.9 percent). These
six countries accounted for 97.2 percent of total imports by value under AGOA; for all
six, this represented a slight increase over 2009 (appendix table A.13). Of the leading
imports under AGOA, petroleum-related products increased to $36.0 billion in 2010, up
41.3 percent by value from 2009, and accounted for 93.1 percent of the total value of
AGOA imports in 2010, an increase over 2009 (appendix table A.14).® Imports of
apparel declined in 2010, from $0.9 billion, or 3.3 percent of total AGOA imports by
value in 2009, to approximately $0.7 billion, or 1.9 percent, in 2010.

Each year, the President must consider whether SSA countries® are, or remain, eligible
for AGOA benefits based on specific criteria.’” At the end of 2010, a total of 38 SSA
countries were designated as eligible for AGOA benefits, and 26 SSA countries were
eligible for AGOA textile and apparel benefits.®® On January 1, 2010, Mauritania’s
designation as an AGOA beneficiary country was reinstated and Guinea’s, Madagascar’s,
and Niger’'s AGOA designations were terminated.* The Democratic Republic of the
Congo became ineligible for AGOA benefits effective January 1, 2011.%°

Section 105 of AGOA requires the President to establish the U.S.-SSA Trade and
Economic Cooperation Forum (also known as the AGOA forum). AGOA also requires
the USTR and the Secretaries of State, Commerce, and the Treasury to host meetings
with senior-level officials from governments of countries that are eligible for AGOA
benefits to discuss their trade, investment, and development relationships. The ninth
AGOA forum was held in two parts: the ministerial plenary sessions on August 2-3,
2010, in Washington, DC, and a trade and investment promotion event on August 4-6,

% The increase in imports of petroleum and related products primarily reflects increasing prices. Whereas
petroleum import volumes (HS chapter 27, barrels) from the five leading AGOA petroleum suppliers
(Nigeria, Angola, the Republic of the Congo, Gabon, and Chad) increased by 9 percent between 2009 and
2010, the value of these imports increased by more than 41 percent. Official statistics of the U.S. Department
of Commerce (DataWeb) (accessed March 2, 2011).

% 19 U.S.C. 3706 lists a total of 48 countries, or their successor political entities, as potential beneficiaries.

719 U.S.C. 3703(a). See also USTR, 2008 Comprehensive Report, 21-22.

% The following 38 countries are listed in general note 16 of the HTS as designated AGOA beneficiaries:
Angola, Benin, Botswana, Burkina Faso, Burundi, Cameroon, Cape Verde, Chad, Comoros, the Democratic
Republic of the Congo, Djibouti, Ethiopia, Gabon, Gambia, Ghana, Guinea-Bissau , Kenya, Lesotho, Liberia,
Malawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, Nigeria, the Republic of the Congo, Rwanda,
Sdo Tomé and Principe, Senegal, Seychelles, Sierra Leone, South Africa, Swaziland, Tanzania, Togo,
Uganda, and Zambia. USITC, HTS 2010, December 31, 2010, 187.

% White House, “Presidential Proclamation—To Take Certain Actions under the African Growth and
Opportunity Act,” December 23, 2009. 74 Fed. Reg. 69221 (December 30, 2009).

190 White House, “Presidential Proclamation—To Take Certain Actions under the African Growth and
Opportunity Act,” December 21, 2010. 75 Fed. Reg. 81077 (December 27, 2010).
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2010, in Kansas City, Missouri. The Kansas City portion provided for meetings with
U.S. and African business leaders as well as site visits to U.S. agribusinesses in the area.
The theme of the forum was “New Strategies for a Changing World.”**

Andean Trade Preference Act

The Andean Trade Preference Act (ATPA) was enacted in 1991 to promote broad-based
economic development and viable economic alternatives to coca cultivation and cocaine
production by offering Andean products broader access to the U.S. market.’® The act has
had a complex history. The President’s authority to provide preferential treatment under
ATPA expired on December 4, 2001, but was renewed and expanded by the Andean
Trade Promotion and Drug Eradication Act (ATPDEA), part of the Trade Act of 2002.*%®
The President’s authority to provide preferential treatment under ATPA, as amended by
ATPDEA, has expired several times, *** and two countries (Bolivia and Peru) have been
removed from eligibility in recent years. Most recently, the President’s authority to
provide preferential treatment under ATPA was set to expire on December 31, 2010, but
on December 24, 2010, it was extended through February 12, 2011, for Colombia and
Ecuador only.'® Peru’s eligibility was not renewed on December 24 because of the
implementation of the U.S.-Peru Trade Promotion Agreement (TPA), and Bolivia lost its
eligibility on December 15, 2008, for failing to meet ATPA’s counternarcotics
cooperation criteria.'®

A wide range of products was eligible for duty-free entry under ATPA as originally
enacted. ATPDEA amended ATPA to provide duty-free treatment for certain products
previously excluded from ATPA, including certain textiles and apparel, certain footwear,
tuna in foil or other flexible airtight packages (not cans), petroleum and petroleum
products, and watches and watch parts assembled from components originating in
countries not eligible for normal trade relations (NTR) rates of duty. Products that
continue to be excluded from ATPA preferential treatment include textile and apparel
articles not otherwise eligible for preferential treatment under ATPDEA (primarily textile
articles), certain footwear, canned tuna, rum and tafia, and above-quota imports of certain
agricultural products subject to tariff-rate quotas (primarily sugar, beef, and dairy
products).

Total (dutiable and duty-free) U.S. imports from the three ATPA-eligible countries—
Colombia, Ecuador, and Peru—were valued at $28.2 billion in 2010, an increase of 36.2

101 «Ninth AGOA Forum,” http://www.agoa.gov (accessed March 14, 2011). For more information, see
USDOC, ITA, African Growth and Opportunity Act web site,
http://www.agoa.gov/agoa_forum/agoa_forum9.html.

102 For a more detailed description of ATPA, including country and product eligibility, see USITC, Impact
of the Andean Trade Preference Act, 2010.

108 pyh, L. 107-210, title XXXI. The ATPA beneficiaries are not automatically eligible for ATPDEA
preferences. ATPDEA authorizes the President to designate any ATPA beneficiary as eligible for ATPDEA
benefits provided the President determines the country has satisfied certain requirements, including
protection of IPR and internationally recognized workers’ rights. The President designated all four ATPA
beneficiaries as ATPDEA beneficiaries on October 31, 2002. White House, "Presidential Proclamation—To
Implement the Andean Trade Promotion and Drug Eradication Act,” Proclamation No. 7616, 67 Fed. Reg.
67283 (October 31, 2002).

104 pyb. L. 109-432, sect. 7001 et seq.; Pub. L. 110-42; Pub. L. 110-191; Pub. L. 110-436; and Pub. L. 111-
124, sect. 2.

105 pyb, L. 111-344, sect. 201. ATPA was allowed to expire on February 12, 2011, and had not been
extended as of July 15, 2011.

198 proclamation No. 8323, 73 Fed. Reg. 72677 (November 25, 2008).
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percent from $20.7 billion in 2009 (table 2.5). U.S. imports under ATPA rose 48.3
percent in 2010 to $14.4 billion, which represented 51.1 percent of all imports from
ATPA countries. U.S. imports under ATPDEA accounted for 89.9 percent of imports
under ATPA in 2010 ($13.0 billion) and U.S. imports under the original ATPA (ATPA
excluding ATPDEA) accounted for the remaining 10.1 percent, valued at $1.5 billion.

In 2010, U.S. imports under ATPA from Colombia and Ecuador increased substantially,
while imports under ATPA from Peru fell as Peru shifted more of its exports to the
United States from entry under ATPA to entry under the U.S.-Peru TPA (appendix table
A.15). As in 2009, Colombia was the largest source of U.S. imports under ATPA in
2010. Imports from Colombia under ATPA increased 69.5 percent in value during 2010,
mainly because of higher petroleum prices and higher shipments of light crude oil.

Petroleum and petroleum products accounted for 86.2 percent of U.S. imports under
ATPA in 2010 and represented 5 of the top 25 U.S. imports under the program (appendix
table A.16). Fresh cut flowers was the next-largest category of imports under ATPA,
accounting for 4.8 percent of such imports and 5 of the 25 leading imports under ATPA.
Other leading imports under ATPA in 2010 included apparel and pouched tuna.

Caribbean Basin Economic Recovery Act

The Caribbean Basin Economic Recovery Act (CBERA) was enacted in 1983 as part of
the Caribbean Basin Initiative (CBI) to encourage economic growth and development in
the Caribbean Basin countries by promoting increased production and exports of
nontraditional products through duty preferences. The Caribbean Basin Trade Partnership
Act (CBTPA) amended CBERA in 2000 and expanded the list of qualifying articles, for
eligible countries, to include certain apparel.® The CBTPA also extended North
American Free Trade Agreement (NAFTA)-equivalent treatment (that is, rates of duty
equivalent to those accorded to goods under the same rules of origin applicable under
NAFTA) to a number of other products previously excluded from CBERA, including
certain tuna, petroleum and petroleum derivatives, certain footwear, watches and watch
parts assembled from parts originating in countries not eligible for normal trade relations
(NTR) rates of duty, and certain handbags, luggage, flat goods, work gloves, and leather
wearing apparel. Products that continue to be excluded from CBERA preferential
treatment include textile and apparel products not otherwise eligible for preferential
treatment under the CBTPA and above-quota imports of certain agricultural products
subject to tariff-rate quotas (primarily sugar, beef, and dairy products). Certain CBTPA
preferential treatment provisions were scheduled to expire on September 30, 2010, but
were extended through September 30, 2020;'®® other parts of CBERA have no expiration
date. In the discussions that follow, the term CBERA refers to CBERA as amended by
the CBTPA.

97 Textiles and apparel not subject to textile agreements in 1983 (textiles and apparel of silk or noncotton
vegetable fibers, mainly linen and ramie) are eligible for duty-free entry under original CBERA provisions,
which do not have an expiration date.

198 Certain preferential treatment provisions relating to import sensitive textile and apparel articles from
CBERA countries and relating to textile and apparel articles imported under special rules for Haiti were
extended to September 30, 2020, on May 24, 2010, when the President signed the Haiti Economic Lift
Program Act of 2010, Pub. L. 111-171, sect. 3.
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TABLE 2.5 U.S. imports for consumption from ATPA countries, 2008-10

Item 2008% 2009 2010
Total imports from ATPA countries (millions of $) 28,483 20,690 28,179
Total under ATPA (millions of $) 17,243 9,714 14,411
Imports under ATPDEA (millions of $)° 14,570 8,063 12,960
Imports under ATPA, excluding ATPDEA (millions of $)° 2,672 1,652 1,451
Total under ATPA as a percent of total 60.5 47.0 51.1

Source: Compiled from official statistics of the USDOC.

% Includes data for Bolivia for 2008. Bolivia’s status as an ATPA beneficiary country was suspended effective
December 15, 2008.

bATPDEA-eIigibIe products are those for which a rate of duty “free” appears in the special rate column of the HTS
followed by the symbol “J+” in parentheses. The symbol “J+” indicates that all ATPDEA beneficiary countries are
eligible for duty-free treatment with respect to all articles provided for in the designated provisions.

¢ ATPA-eligible products (excluding ATPDEA-eligible products) are those for which a special duty rate appears in
the special rate column of the HTS, followed by the symbols “J” or “J*” in parentheses. The symbol “J” indicates that
all beneficiary countries are eligible for special duty rate treatment with respect to all articles provided for in the
designated provisions, and the symbol “J*” indicates that certain articles, specified in general note 11(d) of the HTS,
are not eligible for special duty rate treatment with respect to any article provided for in the designated provision. In
addition, subchapter XXI of chapter 98 sets forth provisions covering specific products given duty-free eligibility under
the ATPDEA, under the terms of separate country designations enumerated in that subchapter.

In 2010, 18 countries and territories were eligible for nonexpiring CBERA preferences,*®
and 8 were eligible for CBTPA preferences.'® U.S. imports under CBERA increased by
22.6 percent, from $2.4 billion in 2009 to $2.9 billion in 2010 (table 2.6)."** This increase
reflected substantial increases in 2010 in the prices of petroleum and petroleum products
and methanol, which are major imports from CBERA countries. U.S. imports under
CBERA accounted for 28.6 percent of all U.S. imports from CBERA countries in 2010.

Trinidad and Tobago continued as the leading supplier of U.S. imports under CBERA in
2010, accounting for 76.3 percent of total imports under CBERA. Haiti, the Bahamas,
and Jamaica were also leading suppliers (appendix table A.17). Mineral fuels, methanol,
and apparel products dominated the list of imports under CBERA in 2010 (appendix table
A.18). Of the 25 leading products under CBERA in 2010, 3 were mineral fuels, which
entered under CBTPA (accounting for 45.2 percent of total U.S. imports under CBERA
in 2010); 3 were knitted apparel entered under CBTPA (12.0 percent); and the remaining
19 were products that qualify for benefits under nonexpiring CBERA provisions (39.8
percent, of which 30.8 percent of the total was methanol). Together, these 25 leading
imports accounted for 97.1 percent of total U.S. imports under CBERA in 2010.

108 Antigua and Barbuda, Aruba, The Bahamas, Barbados, Belize, Dominica, Grenada, Guyana, Haiti,
Jamaica, Montserrat, the Netherlands Antilles, Panama, St. Kitts and Nevis, St. Lucia, St. Vincent and the
Grenadines, Trinidad and Tobago, and the British Virgin Islands.

110 Barbados, Belize, Guyana, Haiti, Jamaica, Panama, St. Lucia, and Trinidad and Tobago.

111 Taple 2.6, and appendix tables A.17 and A.18 include data for one CAFTA-DR country (Costa Rica),
which was eligible for CBERA benefits during 2008. The decline in U.S. imports under CBERA provisions
in 2009 reflects the fact that Costa Rica, which accounted for 20 percent of U.S. imports from CBERA
countries in 2008, was no longer a beneficiary as of January 1, 2009, and its imports since then have been
accorded special tariff treatment under CAFTA-DR. U.S. FTAs are discussed in more detail in chapter 4 of
this report.
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TABLE 2.6 U.S. imports for consumption from CBERA countries, 2008-10

Item 2008° 2009 2010
Total imports from CBERA countries (millions of $) 19,486 9,414 10,121
Total under CBERA, including CBTPA (millions of $) 4,726 2,359 2,893
Imports under CBTPA (millions of $)° 1,702 1,281 1,671
Imports under CBERA, excluding CBTPA (millions of $)° 3,024 1,078 1,221
Total under CBERA as a percent of total 24.3 25.1 28.6

Source: Compiled from official statistics of the USDOC.

?Includes data for Costa Rica. Costa Rica joined CAFTA-DR on January 1, 20009.

b CBTPA-eligible products are those for which a special duty rate appears in the special rate column of the HTS,
followed by the symbol “R” in parentheses. The symbol “R” indicates that all CBTPA beneficiary countries are
eligible for special duty rate treatment with respect to all articles provided for in the designated provisions. In
addition, subchapters Il and XX of chapter 98 set forth provisions covering specific products eligible for duty-free
entry, under separate country designations enumerated in those subchapters (and including the former CBTPA
beneficiaries enumerated in footnote a above).

¢ CBERA (excluding CBTPA)-eligible products are those for which a special duty rate appears in the special rate
column of the HTS, followed by the symbols “E” or “E*” in parentheses. The symbol “E” indicates that all
beneficiary countries are eligible for special duty rate treatment with respect to all articles provided for in the
designated provisions, and the symbol “E*” indicates that certain articles, specified in general note 7(d) of the HTS,
are not eligible for special duty rate treatment with respect to any article provided for in the designated provision.

Haitian Hemispheric Opportunity through Partnership Encouragement Act
and Haiti Economic Lift Program

The Haitian Hemispheric Opportunity through Partnership Encouragement Act of 2006
(HOPE Act)™? amended CBERA to provide expanded rules of origin for inputs to
apparel and wire harness automotive components assembled in Haiti and imported into
the United States. '® The Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2008 (HOPE II Act)'** amended the HOPE Act to provide
additional trade preferences.

Haiti’s apparel manufacturing industry is the single largest sector in the Haitian
economy,**® and the United States is its most important market. U.S. imports of apparel
from Haiti increased 1 percent to $517.6 million in 2010. Cotton knit t-shirts, cotton knit
blouses, and cotton underwear comprised almost three-fourths of the apparel products
exported from Haiti to the United States in 2010. U.S. imports of apparel in 2010 under
provisions of the HOPE Act, as amended by the HOPE Il Act, rose to $159.8 million

from $137.9 million in 2009.®

In January 2010, Haiti suffered its worst earthquake in recorded history."*’ In response to
the earthquake, on May 24, 2010, President Obama signed into law the Haiti Economic
Lift Program of 2010 (HELP Act)."*® The principal aim of the HELP Act was to aid in

U2 pyh, L. 109-432, sect. 5001 et seq., the Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2006 (HOPE Act).

113 There have been no imports of wire harness automotive components from Haiti in 2007, 2008, 2009, or
2010.

14 pyb, L. 110-234, sect. 15401, et seq., the Haitian Hemispheric Opportunity through Partnership
Encouragement Act of 2008 (HOPE Il Act). Provisions of the HOPE Acts were expanded and extended to
September 30, 2020, by the Haiti Economic Lift Program (HELP) Act of 2010 on May 24, 2010 (Pub.L.111-
171).

15 sandler, Travis, & Rosenberg, P.A., “Haiti Suffers Devastating Earthquake,” January 14, 2010, 1.

18 Data on trade under the HOPE acts are from USDOC, Office of Textiles and Apparel (OTEXA), “U.S.
Imports under Trade Preference Programs.”

U pyb, L. 111-171, sect. 2, Haiti Economic Lift Program Act of 2010 (HELP Act).

18 pyb, L. 111-171, sect. 2, Haiti Economic Lift Program Act of 2010 (HELP Act).
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Haiti’s recovery''® and to offer incentives to make it more cost-effective for U.S.
companies to import apparel from Haiti."® The HELP legislation expanded current
programs under the HOPE Acts and established new preferences, with unlimited duty-
free treatment for certain knit apparel and certain home goods."” Expansion of existing
programs went into effect as soon as the President signed the law. However, the new
preferences for knit apparel and certain home goods did not go into effect until the
executive order was issued on November 1, 2010, and no imports had yet entered under
two new classifications established by the HELP Act as of yearend 2010.'%

Key provisions under HELP (1) extend certain preferential treatment provisions in the
Caribbean Basin Trade Partnership Act and the HOPE Act through September 30, 2020;
(2) provide duty-free treatment for additional textile and apparel products that are wholly
assembled or knit to shape in Haiti, regardless of the origin of the inputs; (3) increase the
respective tariff preference levels under which certain Haitian knit and woven apparel
products may receive duty-free treatment regardless of the origin of inputs from 70
million to 200 million square meter equivalents; (4) liberalize the earned import
allowance rule by allowing the uncapped duty-free importation of one square meter
equivalent of apparel wholly assembled or knit to shape in Haiti, regardless of the origin
of the inputs, for every two square meter equivalents (previously it was for every three
square meter equivalents) of qualifying fabric from the United States; and (5) extend
duty-free treatment until (a) December 20, 2015, for apparel wholly assembled or knit to
shape in Haiti with at least 50 percent value from Haiti, the United States, or a U.S. free
trade agreement partner or preference program beneficiary (“qualifying countries”), (b)
December 20, 2017, for Haitian apparel with at least 55 percent value from “qualifying
countries,” and (c) December 20, 2018, for Haitian apparel with at least 60 percent value
from “qualifying countries.”

1% sandler, Travis, & Rosenberg, P.A., “Apparel Sector Expected to Play a Critical Role in Haiti’s
Recovery,” January 28, 2010, 1.

120 The White House, “The United States Government’s Haiti Earthquake Response,” June 25, 2010. In
February 2010, during a visit to the MAGIC marketplace textile and apparel trade event i