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PREFACE 

The annual Operation of the Trade Agreements Program report is 
one of the principal means by which the U.S. International Trade Com
mission provides the U .s. Congress with factual information on trade 
policy and its administration. The report also serves as an historical 
record of the major trade-related activities of the United States, for use 
as a general reference by Government officials and others with an inter
est in U.S. trade relations. This report is the 39th in a series to be 
submitted under section 163(b) of the Trade Act of 1974 and its prede
cessor legislation. 1 The trade agreements program includes "all activi
ties consisting of, or related to, the administration of international 
agreements which primarily concern trade and which are concluded pur
suant to the authority vested in the President by the Constitution . . . " 
and Congressional legislation.2 Among such laws are the Reciprocal 
Trade Agreements Act of 1934 (which modified the Tariff Act of 1930 
and initiated the trade agreements program), the Trade Expansion Act 
of 1962, the Trade Act of 1974, the Trade Agreements Act of 1979, 
and the Trade and Tariff Act of 1984. 

The report consists of a summary, an overview, five chapters, and 
appendices. The overview sketches the economic and international 
trade environment within which U.S. trade policy was conducted in 
1987. Chapter 1 treats special topics that highlight developments in 
trade activities during the year. Chapter 2 is concerned with activities in 
the General Agreement on Tariffs and Trade (GA TT}, the main area of 
multilateral trade-agreement activities. Such activities outside the GA TT 
are reported in chapter 3. Chapter 4 discusses bilateral relations be
tween the United States and its major trading partners. The administra
tive actions taken under U.S. laws, including decisions taken on 
remedial actions available to U.S. industry and labor, are discussed in 
chapter S. The period covered in the report is calendar year 19 8 7, 
although occasionally, to enable the reader to understand developments 
more fully, events in early 1988 are also mentioned. 

1 Sec. 163 (b) of the Trade Act of 1974 (Public Law 93-618, 88 Stat. 1978) 
directs that "the International Trade Commission shall submit to the Congress, at 
least once a year, a factual report on the operations of the trade agreements 
program." 
2 Executive Order No. 11846, Mar. 27, 1975 . 
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SUMMARY 

SELECTED ISSUES IN TRADE 
AGREEMENTS ACTIVITIES IN 1987 

The volume of world merchandise trade 
grew by 4 percent from 19 8 6 to 19 8 7, the second 
largest increase in the 1980's and a full percent
age point more than the growth in world output. 
The trade performance of the most heavily in
debted developing countries improved signifi
cantly, growth in world agricultural trade 
resumed, and trade growth was more balanced 
among major country groups-the developed, de
veloping, and nonmarket economy countries. 
Significant imbalances in the trade pe,'formance 
of leading industrial countries-particularly Japan, 
Germany, and the United States- pe.rsisted, how
ever. The United States registered its fifth con
secutive record deficit in merchandise trade, 
totaling $171.2 billion on a c. i.f. basis. West Ger
many and Japan continued to record substantial 
trade surpluses. 

Chapter 1 of this report highlights three de
velopments in 1987 that are likely to have a sig
nificant impact on U.S. trade: (1) realignment of 
exchange rates; (2) conclusion of an agreement 
providing for free trade between the United 
States and Canada; and (3) the entry into force 
of the Harmonized Commodity Description and 
Coding System (the Harmonized System). 

In September 1985, finance ministers from 
the major industl'ialized countries essentially 
agreed to support a rnalignment of their curren
cies. By 1987, howe\"er, the dollar's continued 
depreciation became a source of conc'ilrn and de
bate in leading capitals. Discussions centered on 
appropriate levels for exchange rates and on the 
importance of adopting macroeconomic policies 
consistent with sustaining them. Despite some 
movement towards greater coordination of eco
nomic policies, such fundamental changes were 
difficult to achieve. West Germany refused to 
adopt stimulative measures, and efforts to reduce 
the U.S. budget deficit produced mixed results. 
Attention turned to other factors causing a slow
down in U.S. import growth, including the willing
ness of foreign suppliers to incur losses in order to 
preserve their market shares and structural fac
tors that might slow the process of switching from 
overseas to domestic sources. 

The U.S.-Canada Free-Trade Agreement 
was initialed on December 9, 19 8 7. Among 
other things, it provides for the elimination of tar
iffs on all bilateral trade over a 10-year period, 
reduces nontariff barriers, liberalizes constraints 
as to services and investment, and sets up a new 
mechanism for resolving bilateral disputes related 
to unfair trade practices. Whereas the pact is 
more likely to give a greater relative boost to 
Canada's overall economic performance than to 
the United States', given the difference in the size 

of the two economies and the importance of the 
U.S. market to Canadian growth, it is expected to 
enhance opportunities for U.S. companies and 
reduce prices for U.S. consumers. Perhaps most 
importantly, the agreement represents a major 
advance toward establishing international rules 
covering services and investment, a key U.S. goal 
in the Uruguay Round of multilateral trade nego
tiations. 

The United States has played a major role in 
drafting the Harmonized System, a new nomen
clature which will replace the sometimes disparate 
tariff classification schemes of signatory govern
ments with a single, basic framework for describ
ing products for customs, tariff, statistical, and 
transportation document purposes. Most of the 
world's leading trading nations, including the 
European Community, Canada, and Japan, com
pleted preparations in 1987 for implementing the 
new system on January 1, 1988. The United 
States was the exception, as Congressional action 
on the Omnibus Trade Bill, which contains 
authority to implement the HS, bogged down. 
The delay in U.S. implementation is likely to re
sult in extra paperwork costs for U.S. businesses 
engaged in foreign trade. It will also make it 
more difficult for the U.S. Government to moni
tor trade agreements and to collect and analyze 
compile internationally comparable ttade statis
tics. 

THE GENERAL AGREEMENT ON 
TARIFFS AND TRADE AND THE 
TOKYO ROUND AGREEMENTS 
The General Agreement on Tariffs and 

Trade (GA TT) is a multilateral agreement 
drafted 41 years ago; it sets forth general rules of 
conduct for trade between signatory countries. 
GATT activities for 1987 are reviewed in chapter 
2. The GA TT has become both a comprehensive 
set of rules governing most aspects of interna
tional trade and a formal organization and forum 
for multilateral trade negotiations and the resolu
tion of disputes among the Contracting Parties. 
GATT membership continued to grow in 1987, 
reaching 9 S Contracting Parties by yearend, with 
applications for accession from 10 other countries 
under consideration. 

In 1987, Uruguay Round discussions moved 
from considering organizational issues early in the 
year, to the tabling of negotiating proposals in the 
ensuing months. Intensive work began in the 
14 negotiating groups on goods-related trade is
sues and on trade in services. In one notable de
velopment, the negotiating r,roup on agriculture 
received a far-reaching U.S. proposal for liberali
zation in this sector. 

Besides the Uruguay Round negotiations, 
work of the GA TT committees and actions taken 
under the General Agreement continued, but 
with less intensity because of the negotiations . 
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These activities, plus notifications and other ac
tions taken under GA 1T articles, and activities 
under the nine Tokyo Round agreements, are 
also reviewed in. chapter 2. Six of the Tokyo 
Round agreemer•ts establish rules of conduct gov
erning the use of nontariff measures (codes on 
subsidies and countervailing duties, government 
procurement, standards,- import licensing proce
dures, customs valuation, and antidumping), and 
three are sectoral agretnnents covering trade in 
civil aircraft, bovine meat, and dairy products. 

TRADE ACTIVITIES OUTSIDE 
THE GATI 

In addition to the GATI, several other inter
national organizations deal with international 
trade issues. The Organization for Economic Coe• 
operation and Development (OECD) and the 
United Nations Conference on Trade and Devel
opment (UNCT AD) provide forums for consulta
tion and policy coordination on issues including, 
but not limited to, trade. Their work often com
plements the work done in the GA 1T. Other 
bodies such as the Customs Cooperation Council 
(CCC) and the international commodity organiza
tions coordinate and regulate certain specific as
pects of international trade. Chapter 3 discusses 
1987 activities in these organizations and also 
covers the U.S. bilateral investment treaty pro
gram, the U.S.-Israel Free-Trade Area Agree
ment, the U.S.-Soviet Grain Agreement, and 
progress on trade agreements in the services sec
tor. 

Important developments at the OECD annual 
ministerial in May 1987 included a commitment 
made by the ministers to advance reform of agri
cultural trade and a pledge by West Germany to 
expand its domestic economy. On agricultural 
trade, the ministers urged member countries to 
develop a more rational approach in their domes
tic agricultural policies and agreed that price guar
antees or other production support measures 
should be replaced by direct farm income sup
port. 

In its recent work on agricultural support 
programs, OECD has developed measures of the 
relative levels of assistance to producers and con
sumers in member countries. The findings were 
presented at the ministerial meeting. The study, 
which used so-called producer and consumer sub
sidy equivalents, determined that in 1985 the sub
sidy equivalent represented 70 percent of the 
value of output of major agricultural products in 
Japan, 20 percent in the United States, and 40 
percent in the EC. Overall, it found that, during 
1979-81, the subsidy equivalent represented an 
average of about 32 percent of the sales value of 
the 11 commodities examined. 

Another study published by the OECD in 
1987 noted two major developments in interna
tional direct investment. The first was the growth 

of the United States as a host of international in
vestment. The second was a fall in direct invest
ment in developing countries following the 
19 81-8 2 recession. 

The seventh quadrennial UNCT AD confer
ence was held in Geneva from July 7 to August 3, 
1987. Marathon bargaining sessions between the 
developed and developing countries finally re
sulted in a mutually a~ceptable declaration 3 days 
after the conference was scheduled to end. The 
United States sought to redirect UNCT AD discus
sions to a constructive exchange of ideas and pol
icy dialogue on economic development, a role 
from which the United States believes the organi
zation has strayed in recent years. Of key impor
tance to the United States was the recognition in 
the conference's Final Act of the "critical role" 
of the GA 'IT Uruguay Round negotiations to the 
international trading system, though no specific 
role for UNCT AD in the Round was defined. 
The conference also recognized the opportunity 
presented by the Uruguay Round for improving 
market access. 

At the end of 1987, the United States was 
participating in six international commodity 
agreements, those covering coffee, sugar, wheat, 
jute, natural rubber, and tropical timber. The 
United States completed ratification procedures 
for the new International Wheat Agreement, 
which was renegotiated in 1986. Also, a new 
agreement for cocoa entered into effect, and con
sensus was reached on a renegotiated natural rub
ber agreement. The agreement covering tin has 
ceased to function for all practical purposes since 
the collapse of the price of tin in 1985. 

The U.S.-Israel Free-Trade Area Agreement 
concluded its second year of operation in 1987. 
In terms of total dollar value of trade, U.S. ex
ports to Israel grew modestly. The total reported 
value of U.S. imports under the PTA was $763 
million, or about 29 percent of total U.S. imports 
from Israel. The bilateral trade balance remained 
in Israel's favor for the second year. 

The current U.S.-Soviet 5-year Long-Term 
Grain A:l,reement (LT A) spans the period Octo
ber 1, 1983-September 30, 1988, and calls for 
purchases by the U.S.S.R. of at least 9 million 
metric tons (mmt) of U.S. grains during each 
agreement year. During the fourth agreement 
year (October 1986-September 1987), total 
U.S.S.R. purchases amounted to 8.24 mmt, fall
ing short of the 9.00 mmt overall minimum re
quirement. In April 1987, the U.S. Department 
of Agriculture (USDA) announced the Soviet 
Union's eligibility for the subsidized purchase of 4 
mmt of wheat under its Export Enhancement pro
gram (EEP). 

For several years, the United States has ad
vocated liberalizing services trade. In 1987, 
GA 1T discussions on trade in services intensified, 
with substantive proposals for establishing rules 



advanced by the United States and the European 
Community. 

International trade in services showed signs 
of continued growth in 1986, the latest year with 
available data. However, a study published by 
the OECD in 1987 suggests that data reporting 
the increasing importance of services in the world 
economy may be exaggerated. The study noted 
that a narrower definition of services, excluding 
government activity, more closely corresponds to 
common perceptions of services. Using this defi
nition, OECD estimated that the average share of 
gross domestic product (GDP) accounted for by 
services falls from 58 percent to 44 percent, or 
about the same average proportion as that for 
goods. Also, it noted that when in-house provi
sion of services is replaced by contractors, de
mand for services may show an expansion that 
does not actually represent a change in the 
amount or type of service provided. 

Other developments in internationally traded 
services are included in the chapter 3 sections on 
the related work in the GATT and UNCTAD. 
Activities in three major services sectors (tele
communications, maritime services, and insur
ance) are also reported. 

DEVELOPMENTS IN MAJOR U.S. 
TRADING PARTNERS 

In 1987, the U.S. merchandise trade deficit 
was $158.2 billion, of which $130 billion (82 per
cent) was with the countries under review in this 
report: the European Community (EC), Canada, 
Japan, Mexico, Taiwan, the Republic of Korea 
(Korea), and Brazil. The largest bilateral mer
chandise trade deficit in 1987 was with Japan 
($57 billion, or 36.1 percent, of the total U.S. 
merchandise trade deficit), followed by the EC 
($23 billion, or 14.5 percent), and Taiwan ($17.6 
billion, or 11.1 percent). The U.S. merchandise 
trade deficit with the NIC's of Asia covered in 
this report totaled $27 billion, or 17 percent, of 
the total U.S. merchandise trade deficit. 

U.S.-EC trade relations were strained by the 
threat of a major trade war erupting over EC en
largement. The dispute was finally settled after 
threats of retaliation and counterretaliation were 
fired. The long-term dispute over pasta was re
solved during the year, but new disputes erupted 
over the oilseeds sector and U.S. meat exports to 
the EC. Nonagricultural issues of concern to the 
United States were Community subsidies to Air
bus Industrie and the attainment of improved ac
cess to the European telecommunications 
markets. 

During much of 1987, the free-trade-agree
ment negotiations dominated bilateral issues be
tween the United States and Canada. The 
agreement was concluded in October. Bilateral 
disputes focused on Canada's imposition of coun
tervailing duties on imports of U.S.-grown corn 

and allegations that Canadian potash producers 
were dumping their products in the United States. 

U .S.-Japanese relations were again strained 
by numerous trade disputes intensified by another 
record trade deficit. During the year, the United 
States took several retaliatory measures against 
the Japanese. In an early action, the President 
announced sanctions in the form of higher tariffs 
on certain Japanese electronic components for 
failure to enforce some provisions of the 1986 
semiconductor agreement. Later in the year, 
Congressional legislation was introduced banning 
the importation of Toshiba products after that 
company violated export control regulations and 
sold sensitive equipment to the U.S.S.R. Despite 
a seemingly endless series of confrontations, the 
two countries maintained a strong relationship, 
managed to exercise restraint, and continued to 
consult with each other to resolve trade disputes. 

Bilateral relations between the United States 
and Mexico have been improving ever since the 
latter joined the GATT in 1986. Closer ties were 
made in 19 8 7 when the two countries concluded 
a broad "framework" agreement on principles 
and procedures of bilateral trade. 

Although Taiwan made significant progress in 
improving access to its market during 19 8 7, it is 
still far from being an open economy. Continuing 
issues of concern to the United States include tar
iffs, nontariff barriers, access to Taiwan's beer, 
wine, and tobacco markets, and intermodal ship
ping. 

The United States intentionally did not press 
Korea on trade issues during that country's highly 
sensitized Presidential campaign. Following the 
December vote, however, trade frictions esca
lated rapidly as the United States sought to re
solve several longstanding disputes. Major areas 
of friction involved currency revaluation, beef, 
cigarettes, insurance, and advertising. 

Strained relations between the United States 
and Brazil continued in 19 8 7. Although Brazil 
made some progress in lowering its trade barriers, 
many disagreements failed to be resolved. Bra
zil's February decision to suspend interest pay
ments on its foreign debt further aggravated 
tensions. Another dispute culminated in a sec
tion 301 case against Brazil in the area of phar
maceuticals. Brazil's informatics policies 
continue<.' ~o be a major area of contention. 

ADMINISTRATION OF U.S. TRADE 
LAWS AND REGULATIONS 

Chapter 5 reviews activities related to the ad
ministration of U.S. trade laws in 1987. Actions 
under import relief laws, unfair trade laws, and 
certain other trade law provisions are included. 

In 1987, the U.S. International Trade Com
mission did not undertake or complete any inves
tigations under a major statute safeguarding U.S. 
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industries from import injury (sec. 201 of the 
Trade Act of 1974). The Commission did, how
ever, conduct two investigations under section 
203 to determine whether or not to extend import 
relief already in place under section 201. Follow
ing receipt of the Commission's advice, the Presi
dent extended the relief on stainless steel and 
alloy tool steel and terminated the relief on 
heavyweight motorcycles. The Commission also 
conducted an investigation under section 406 to 
determine whether imports of an article produced 
in a Communist country are causing market dis
ruption. The Commission found that imports of 
ammonium paratungstate and tungstic acid from 
the People's Republic of China (China) had dis
rupted the domestic market. The President sub
sequently negotiated an orderly marketing 
agreement with the Chinese. 

The U.S. Department of Commerce and the 
Commission continued to have large caseloads of 
antidumping and countervailing duty (CVD) in
vestigations during the year. Commerce com
pleted 43 final antidumping investigations in 1987 
compared with 49 investigations in 1986. The 
Commission completed 20 preliminary and S 1 fi
nal antidumping investigations. Antidumping du
ties were imposed as a result of 38 of these 
investigations on a total of 15 products from 26 
countries. Commerce completed 21 final CVD 
investigations compared with 24 investigations in 
1986. The Commission completed 3 preliminary 
and 19 final CVD investigations. Countervailing 
duties were iinposed as a result of 13 of these in
vestigations on a total of 7 products from 12 
countries. 

The Commission completed 21 investigations 
under section 337 of the Tariff Act of 1930. 

Three violations were found, and three exclusion 
orders were issued. 

In 1987, private parties filed four section 301 
(of the Trade Act of 1974) petitions and the 
President self-initiated one investigation. Bilat
eral settlements were obtained in three 301 cases 
initiated prior to 1987: Canadian softwood lum
ber, EC enlargement, and EC export subsidies on 
pasta. 

The U.S. Department of Commerce initiated 
two investigations in 1987 under section 232 of 
the Trade Expansion Act of 1962, which was de
signed to protect the national security of the 
United States. These investigations cover imports 
of anti-friction bearings and imports of crude and 
refined petroleum. 

Changes in the GSP program resulting from 
the 2-year general review took effect on July 1, 
19 8 7. As a result of this review, the President 
reduced the competitive-need limits on 290 prod
ucts from 9 advanced developing countries. The 
results of the 1987 annual review also became ef
fective on July 1, 1987. As a result of the annual 
review, products accounting for $18. 6 billion in 
19 8 6 imports from 16 countries were excluded 
from GSP eligibility under the statutory-need pro
vision. 

Duty-free imports entering the United States 
under the Caribbean Basin Economic Recovery 
Act (CBERA) preferences totaled $906.1 million 
in 1987, or 14.7 percent, of overall U.S. imports 
from the region. This figure compares with $690 
million, or 11.2 percent, in 1986. Beef was the 
leading product imported free of duty under 
CBERA during 1987 as well as in 1986. 
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OVERVIEW: THE 
INTERNATIONAL ECONOMIC 

ENVIRONMENT IN 1987 

TRADE AND ECONOMIC POLICY 

Trade relations in 19 8 7 were characterized 
by two divergent forces: highly visible bilateral 
confrontations on the one hand, and quiet move
ment towards liberalizing trade in the GA IT and 
elsewhere on the other. The climate in Western 
capitals was often charged, with trade disputes 
one after another escalating to near crisis propor
tions. The United States played an especially ac
tive role, as disputes with Japan, the EC, Korea, 
and Brazil neared the boiling point. Finance and 
budget ministers, meanwhile, had a substantial in
fluence on the trading environment as efforts to 
stabilize exchange rates and harmonize macro
economic policies took on greater urgency in the 
wake of October's stock market collapse. 

The U.S. Congress spent long months craft
ing omnibus trade legislation intended to advance 
U.S. negotiating aims abroad and tighten U.S. 
trade law, particularly those provisions relating to 
granting import relief and foreign barriers to U.S. 
commerce. The bill also contained provisions to 
implement the Harmonized Tariff Schedule of 
the United States and to grant the President 
authority to negotiate agreements to reduce tar
iffs. Prospects that the bill might require the 
President to retaliate against foreign barriers to 
U.S. exports added a note of uncertainty to U.S. 
trade relations in the year. 

Despite mounting bilateral tensions, the 
United States did take several major steps in the 
direction of trade liberalization in 19 8 7. A 
pathbreaking free-trade arrangment with Canada 
was agreed upon, and talks on expanding trade 
with Mexico proceeded apace. Significant pro
gress was also made on the multilateral front. 
The negotiating groups for the Uruguay Round of 
multilateral negotiations progressed, and several 
new countries sought accession to the GAIT, a 
testimony to the GAIT's vitality on its 40th anni
versary. In other fora, the OECD moved closer 
to a consensus on the need to end extensive sub
sidization of agriculture, and the required number 
of signatures was received to allow the Harmo
nized Commodity Description and Coding System 
to go into effect. 

WORLD TRADE IN 1987 

According to preliminary GA TT estimates, 
the volume of world merchandise trade grew by 4 
percent. from 1986 to 1987, the second largest in
crease in the 1980's and a full percentage point 
more than the growth in world output.1 At $2.45 

1 Preliminary report by the GATI' Secretariat on World 
Trade in 1987 and Prospects for 1988, GATT Press 
Release No. 1432, Feb. 29, 1988. 

trillion, the value of world merchandise trade was 
15-1/2 percent greater than that in 1986, reflect
ing volume increases and a firming of prices, par
ticularly those for oil and other primary 
commodities. The trade performance of the most 
heavily indebted developing countries improved 
significantly, growth in world agricultural trade re
sumed, and the anticipated crisis in global con
sumer confidence failed to materialize. (Indeed, 
preliminary data show a pickup in trade growth in 
the final quarter of 19 8 7.) Trade expansion in 
1987 was also more balanced across the three 
major economic groups-developed, developing, 
and centrally planned economies. 

The trade performance of the developed 
countries, which as a group accounted for 70 
percent of world trade in 1987, was uneven. 
However, the United States continued to register 
record deficits in its merchandise trade account, 
and it remained the world's largest debtor, a title 
it "earned" in 1986. Germany recorded another 
record merchandise trade surplus ($66 billion), 
and Japan's surplus, at $80 billion, declined mod
estly. The combined trade deficit of four other 
major European countries, the United Kingdom, 
Spain, France, and Italy, widened substantially, 
from $34 billion in 1986 to $55 billion in 1987. 

Imports by the developed countries were the 
dominant force in world trade expansion; and in 
developing countries, exports remained the most 
dynamic in terms of volume. The growth in im
ports by Western Europe and Japan more than 
offset a slowdown in the volume of U.S. imports. 
The trade performance of 15 heavily indebted 
countries2 improved significantly, with healthy 
gains in both exports and imports. Although their 
trade expanded less rapidly than world trade, the 
1987 experience compares favorably with that in 
1986, when merchandise imports by these 15 
countries declined by 1 percent and exports fell 
by 15 percent. 

Manufactures trade, which accounted for 
two-thirds of total merchandise trade, paced the 
expansion in world commerce, increasing by 5 
percent on a year-to-year basis. Developed coun
tries accounted for the lion's share of the expan
sion in manufactures trade. The newly 
industrialized countries of Asia also emerged as 
key importers, with the volume of their imports of 
manufactures increasing by more than 20 percent 
over that in 1986. Despite a reduction in world 
agricultural output for the first time in 3 7 years, 
global agricultural exports increased by 4 percent 
in terms of volume. Higher trade in those two 
sectors more than offset a slight contraction in the 
volume of trade in mining products. 

2 The countries are Argentina, Bolivia, Brazil, Chile, 
Colombia, Cote d'Ivoire, Ecuador, Mexico, Morocco, 
Nigeria, Peru, Philippines, Uruguay, Venezuela, and 
Yugoslavia. 
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GA 1T analysts found a strong correlation be
tween recent changes in exchange rates and ex
port growth in 1987. Countries such as the 
United States and Canada whose currencies de
preciated on a real effective basis from 1985 to 
1986 recorded strong growth in export volumes 
during 19 8 7. 1 The exports of countries with ap
preciating currencies, particularly Germany and 
Japan, showed notable declines. However, 
GA TI analysts were unable to demonstrate a 
clear link between real effective appreciation and 
import growth. In Germany, for example, the de
pressing effect on imports of lower domestic de
mand apparently outweighed the stimulus of a 
stronger mark.2 The analysts concluded that the 
exchange rate mechanism alone was not sufficient 
to achieve more balanced trade among the major 
industrialized countries: appropriate fiscal poli
cies were needed as well. 

U.S. TRADE PERFORMANCE 

The U.S. trade deficit widened sharply, by 
9. 8 percent, in 19 8 7, reaching a record $171. 2 
billion on a c. i.f. basis, up from S 15 6. 2 billion in 
1986. (The deficit was $153.0 billion on a cus
toms basis compared with $139.3 billion in 
1986.)3 Despite the dollar's depreciation, im
ports continued to rise for much of the year, off
setting healthy gains in U.S. exports. 

U.S. exports were valued at $252.9 billion, 
representing an increase of 11. S percent over 
those in 1986. Notable gains were registered in 
U.S. shipments of office machinery, aircraft, mo
tor-vehicle parts, chemicals, paper, glass, bever-

1 Preliminary report by the GAIT Secretariat on World 
Trade in 1987 and Prospects for 1988, GATT Press 
Release No. 1432, Feb. 29, 1988, p. 10. For the pur
pose of their analysis, GATT economists defined the 
change In a country's real effective exchange rate as the 
movement of the currency against those of 18 other in
dustrial and 22 developing countries, adjusted for differ
ences In inflation between the home country and those 
same trading partners. 
1 In fact, the Import volumes of countries with appreciat
ing currencies (Germany, Italy, the Netherlands) in
creased by less, or at least not more, than in countries 
with depreciating currencies (such as Canada and the 
United Kingdom). Ibid., p. 11-12. 
3 Unless otherwise noted, all data In this section are 
official data from the U.S. Department of Commerce, as 
reported in Summary of U.S. Export and Import Mer
chandise Trade, December 1987 and January 1988. 
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ages, and tobacco. By region, U.S. exports to 
developed countries increased by 9 percent, with 
U.S. exports to the EC up by 14 percent; those to 
Canada up by 8 percent; and those to Japan up 
by 5 percent. U.S. exports to developing coun
tries rose by 16 percent over those in 1986, with 
significant gains in U.S. exports to Mexico, Ko
rea, and Taiwan. 

Imports, at $405.9 billion, were up by 10.9 
percent over those in 1986, with increases regis
tered in all major product categories. The surge 
in imports of capital goods (which rose at a 33 
percent annual rate in the first three quarters of 
the year) and oil was particularly noteworthy. 
Imports of office machinery, electrical machinery 
and apparatus, textiles and apparel, semiconduc
tors, and cars also recorded above average gains. 
Developing countries accounted for most of the 
increase in the value of U.S. imports, with U.S. 
imports from the newly industrializing countries 
(NIC's) of Asia up by 25 percent over those in 
the previous year; those from China up by 2 7 per
cent; and those from Mexico and Brazil up by 50 
percent and 60 percent, respectively. 

Despite a 15-percent increase in U.S. ex
ports, the U.S. deficit in manufactures widened 
from $134.3 billion in 1986 to $140.1 in 1987. 
The U.S. deficit in petroleum and selected prod
ucts also grew, from $31. 8 billion in 1986 to 
$ 38. 4 billion in 19 8 7. On the other side of the 
ledger, the U.S. surplus in agriculture widened, 
from $4.5 billion in 1986 to $8 .0 billion in 1987. 

The United States registered deficits in mer
chandise trade with virtually every country group. 
However, largely as a result of increases in U.S. 
exports of manufactures, the United States saw 
significant improvements in its trade balances with 
the EC and Canada. Its trade deficit with Japan 
widened slightly. Continued high levels of manu
factured imports and a leveling off of exports of 
food accounted for the worsening of the U.S. 
trade deficit with the NIC's,4 particularly Taiwan, 
Korea, and Hong Kong, and a firming of petro
leum prices accounted for the deterioration of 
U.S. trade with members of OPEC (Organization 
of Petroleum Exporting Countries). 

4 The NIC's are Brazil, Hong Kong, Mexico, Sin
gapore, South Korea, and Taiwan. 



CHAPfER 1 

SELECTED ISSUES IN TRADE 
AGREEMENTS ACTIVITIES 

IN 1987 

INTRODUCTION 

This chapter examines three developments in 
1987 that are likely to have a significant impact 
on U.S. trade: (1) the realignment of exchange 
rates among the major industrialized countries; 
(2) the conclusion of an agreement providing for 
free trade between the United States and Canada; 
and, (3) the entry into force of the Harmonized 
Commodity Description and Coding System. 

In September 1985, finance ministers from 
the major industrialized countries essentially 
agreed to support a realignment of their curren
cies in an effort to achieve more balanced trade 
and economic performance. By 19 8 7, however, 
the dollar's continued depreciation, particularly 
against the West German mark and the Japanese 
yen, became the subject of intense debate in 
Western capitals. Discussions centered on appro
priate levels for exchange rates and on the impor
tance of adopting macroeconomic policies 
consistent with sustaining them. Against a back
drop of record U.S. trade deficits, economists 
also began to take a closer look at more funda
mental factors affecting trade flows. The fact that 
many foreign suppliers were not raising prices in 
the U.S. market was examined, as were structural 
changes in the United States that might slow the 
process of reducing U.S. imports. This chapter 
examines each of these issues in greater depth. 

In 1987, the United States and Canada in
itialed a far-reaching pact providing for the elimi
nation of tariffs on bilateral merchandise trade 
and a reduction in nontariff barriers to goods, 
services, and investment. The pact will substan
tially liberalize the world's most significant bilat
eral trading relationship (in terms of value) and 
may provide a model for present efforts within 
the GA IT to address "new" issues such as serv
ices and investment. The main elements of the 
agreement, as well as its likely economic impact, 
are discussed below. 

The groundwork was laid in 1987 for the en
try into force of the Harmonized System (HS). 
The new nomenclature will replace the sometimes 
disparate tariff clasification schemes of signatory 
governments with a single, basic framework for 
describing products for customs, tariff, statistical, 
and transportation document purposes. The 
European Community (EC), Japan, and Canada 
are among the signatories that implemented the 
new system on January 1, 1988. The legal provi
sions to permit implementation of the HS in the 
United States were contained in the omnibus 
trade bill. The purpose of the HS and its organ-

izational underpinnings are discussed in the final 
section of this chapter, as are its implications for 
U.S. trade and business. 

EXCHANGE RATES 

Introduction to the Issues 
The value of the dollar on foreign-exchange 

markets declined sharply during 1987, continuing 
in a descent that began in February 1985 and was 
endorsed as official policy by key finance minis
ters in the Plaza Accord in September of that 
year. As the dollar's sharp decline continued 
during 1986 and into 1987, foreign and domestic 
policymakers began to press for more stability in 
the dollar's exchange value. The dollar's value 
became a recurrent focus of attention as industri
alized countries attempted to coordinate their 
macroeconomic policies. The United States was 
pressed to reduce its enormous trade and budget 
deficits, and Japan and West Germany were 
called upon to stimulate their economies. 1 Poli
cies consistent with these goals were not immedi
ately implemented, however. For most of the 
year, little progress was made in reducing the 
U.S. Federal budget deficit. West Germany con
tinued its adherence to a relatively contractionary 
monetary policy, raising discount rates unilaterally 
and sterilizing monetary expansions that would 
otherwise have resulted from exchange market in
tervention.2 Japan was faulted for not opening its 
markets further to foreign imports. 

Much of the dollar's decline over the year 
came in the wake of October's stock market 
crash, as investors traded U.S. assets for foreign
denominated substitutes. Then, as throughout 
the year, foreign central banks intervened exten
sively to prevent a disorderly decline. According 
to one estimate, central banks purchased S 190 
billion during 1987, largely in efforts to stabilize 
the dollar.3 This intervention provided the largest 
source of external financing to cover the shortfall 
in U.S. aggregate savings during 1987. 

Despite the dollar's third year of sharp de
cline, 1987 marked the fifth successive year of 
record U.S. current account deficits, the emer
gence of the United States as the world's largest 
debtor, and growing concern that its economic 
policymaking was increasingly being held hostage 
to the constraints implied by debtor status. Nev
ertheless, as the year closed, it appeared that the 
U.S. trade picture was poised at last for a turn
around. The stock market collapse and sluggish 
growth in the U.S. economy's retail sector im
proved prospects for a slower pace of import 

1 IMF Survey, Oct. 19, 1987, p. 310. 
a Sterlization refers to the process by which open market 
sales (or purchases) of bonds by the central bank to the 
public are used to offset the effects or central bank 
Intervention in the foreign exchange market. 
:J "World Economic Outlook," /MF Survey, Apr. 18, 
1988, p. 126. 
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spending. The dollar's cumulative decline 
seemed at last sufficient to give a boost to the na
tion's manufacturing sector, which was enjoying a 
resurgence in foreign demand. Concerns were 
expressed, however, that industrial capacity had 
fallen during the period of the strong dollar and 
that expon growth might therefore not be sustain
able. 

Foreign investors responded to the lower 
priced dollar during 1987 by significantly increas
ing their direct investment in U.S. industry, rais· 
ing concern in certain quaners and providing a 
new target for protectionist sentiments. Such for
eign investment is likely to result in the continued 
growth of some impon categories, panicularly 
capital goods.1 On the positive side, new invest
ment will add to productive capacity that will help 
generate the trade surpluses ultimately required to 
repay foreigners who have invested in the United 
States. 

Measuring the Dollar's Descent in 1987 
The value of the dollar declined sharply rela

tive to most of the world's major currencies dur
ing 1987. Over the 12 months ending December 
19 8 7, the dollar declined on a nominal basis by 
21 percent against the yen, 17 percent against 
major European currencies, 10 percent against 
the currencies of the newly industrialized coun
tries (NIC's) of east Asia, and S percent vis-a-vis 

I According to the Bureau or Economic Analysis Imports 
of capital goods Increased to a $120 billion rate In the 
fourth quarter of 1987, Increasing from $93 billion In 
1986 and $69 billion In 1984. Adjusting for changing 
exchange rates, this represents a trend Increase In real 
Imports of capital goods over the period. 

Table 1-1 

the Canadian dollar. Adjusting for inflation to 
obtain measures of real-exchange-rate shifts, 
similar results are obtained. For example, the 
dollar declined in real terms by 19 percent against 
the yen, 16 percent against European currencies, 
and 8 percent agabst the east Asian NIC's (table 
1-1). 

Measuring the Dollar's Cumulative 
Decline 

From a peak in February 1985 through De
cember 1987, the dollar's real value declined by 
22.6 percent on a trade-weighted basis, as calcu
lated by the Dallas Federal Reserve Bank. With 
respect to the Japanese yen and major European 
currencies, the dollar's cumulative depreciation 
totaled 48 percent and 44 percent, respectively. 
Overall, the dollar's depreciation since 1985 
more than offset its cumulative appreciation 
against these same currencies during 1980-85. 
However, on a weighted-average basis, the dol
lar's international purchasing power at yearend 
1987 remained at least 10 percent above the 
yearend level of 1978, a period of previous dollar 
weakness. The dollar's gain in strength vis-a-vis 
the Canadian dollar and Latin American curren
cies accounts for this effect. 

Policies Concerning the Dollar's Decline 

The steepest declines occurring in the value 
of the dollar came in January, November, and 
December. In November 1986, Treasury Secre
tary Baker and Japanese Finance Minister 
Miyazawa agreed that the dollar had fallen 

lndlcH of real exchange rat•• for U.S. dollar against currenclH of Canada, Japan, Europe, newly-lndua
trlallzlng countrlea of eaat Aala and Latin America, 1980-87 

(January-March 1973=100.0) 

Period Canada Japan Europe 

December: 
1980 t t t t t t I 118.4 72.6 82.4 
1981 ....... 114.0 78.9 96.3 
1982 ....... 113.2 88.9 107.2 
1983 ........ 113.1 87.8 121.1 
1984 120.1 94.0 137.5 
1985 ....... 126.1 78.7 114.0 
1986 t ft t I I I 121.1 63.9 97.3 
1987 ....... 115.6 51.6 81.7 

ReferencH: 
Jan.-Mar. •7311 100.0 100.0 100.0 
Oct. 19789 .... 112.3 55.3 76.1 
Mar. 19857 • , , . 125.5 98.8 145.8 

1 Newly-lndustrlallzlng countrlH of east Asia. 
2 Latin America: Includes countrlH of the Caribbean. 
3 lncludH other countries: 101 countries represented In total. 
" Not available. 
11 Bate period. 
• Lowe1t value for monthly total real dollar Index over 1973-87. 
7 Hlghe1t value for monthly total real dollar Index over 1973-87. 

Source: Federal Reaerve Bank of Dalla•. 
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N/C's1 L.Amer.1 TotaP 

84.1 92.3 87.1 
88.7 92.0 92.4 
95.9 110.2 100.5 

105.4 117.3 106.7 
110.9 120.3 115.4 
116.0 133.8 112.1 
116.7 156.1 106.2 
107.4 (") 93.5 

100.0 100.0 100.0 
77.0 98.8 82.2 

112.3 121.5 120.8 



enough, and that dollar stability was more impor
tant than further decline. Further declines in the 
dollar soon thereafter prompted finance ministers 
from the Group of Seven countries1 to convene at 
the Louvre in February. Agreement was reached 
that a smaller U.S. budget deficit was necessary, 
and that Japan and West Germany would make 
greater efforts to stimulate their economies. 
These commitments were reaffirmed at the eco
nomic summit in Venice. At the same time, Ja
pan announced that it would adopt a $35 billion 
package of tax cuts and public spending pro
grams. 

Nevertheless, the U.S. trade deficit remained 
stubbornly high, and progress on reducing the 
U.S. Federal budget deficit had stalled. Germany 
persisted with its restrictive monetary policy, 
which required tightening of U.S. monetary policy 
and consequent increase in interest rates for ex
change-rate stability. Perceptions that Japanese 
trade practices remained an obstacle to global re
adjustment intensified. Collectively, these devel
opments resulted in growing uneasiness among 
financial analysts that problems were not being 
resolved. The official announcement in mid-Oc
tober that the U.S. trade deficit for August was 
unexpectedly high added to investor wariness. 
Another steep decline in the dollar followed the 
October 19 global stock market collapse, as for
eign investors sold dollar-denominated assets to 
minimize capital losses in anticipation of further 
dollar declines. Renewed concern over the dollar 
prompted another conference of finance minis
ters late in December. 

Continued Growth in the Trade Deficit 

Contrary to most expectations, the U.S. 
trade deficit increased further in 1987, totaling 
$171.2 billion, compared with $1 S 6. 2 billion in 
1986. Indeed, monthly trade statistics revealed 
growing trade imbalances through October, for 
which a record deficit of $17.6 billion was re
ported. Not until data for November and Decem
ber were released were there grounds for 
optimism that the trade deficit was narrowing. 
Steady improvement in U.S. export performance 
was matched by rising import expenditures until 
October. The data clearly indicated that the rise 
of the yen had begun to slow U.S. imports of 
Japanese products, but imports from the NIC's 
continued to rise. Imports from Korea, Taiwan, 
Hong Kong, Singapore, and Thailand rose by 
25 percent in 1986. 

1 The Group of 7 consists of the major Industrial coun
tries whose heads of state meet annually at economic 
summits. The members are Canada, France, the Fed
eral Republic of Germany, Italy, Japan, the United 
Kingdom and the United States. 

Explanations of the Apparent Inefficacy 
of Exchange-Rate Policy 

Much of the trade policy deb;lte during 1987 
concerned the apparent failure of dollar deprecia
tion to reduce appreciably the U.S. trade deficit. 
Explanations shifted away from the discredited 
optimism of "J-curve" dynamics toward an ex
amination of exchange-rate passthrough, and a 
view based on structural irreversibilities described 
as "hysteresis." 

Traditionally, exchange-rate (devaluation) 
policies are expected to induce expenditure
switching by raising import prices relative to do
mestic goods and reducing export prices for U.S. 
merchandise to foreign buyers. This would then 
be expected to reduce domestic spending on im
ports and increase foreign purchases of U.S. ex
ports, albeit with a lag.2 However, recent studies 
on exchange-rate passthrough indicate that im
port prices have risen much less than the dollar 
has fallen (or equivalently, as the yen or deutsche 
mark have risen). Consequently, the price com
petitiveness of domestic substitutes for imports 
has not improved as much or as quickly as previ
ously expected. Imports are unlikely to decline, 
nor the trade deficit narrow significantly, until the 
relative price of imports increases substantially. 

Theory of Exchange-rate Passthrough 

The rate of p11ssthrough for exchange-rate 
changes into import prices depends on a number 
of factors. The relative proportions of labor, 
capital, and traded material inputs used in pro
duction by foreign producers are among the prin
cipal determinants. The extent of product 
homogeneity and the degree of global competition 
in the industry also matter. Nontariff import bar
riers can also break the link between foreign-ex
change rates and import prices, since they drive a 
wedge between domestic and world prices. The 
extent to which an industry is able to reduce costs 
by modernizing its technology can also allow price 
adjustments that contrast with exchange rates. 

First, exchange-rate changes will more likely 
be passed through into U.S. import prices the 
larger the share of total costs represented by for
eign labor value added. For example, as a result 
of the yen's appreciation relative to the dollar, 
Japanese labor costs in dollar terms have risen. 
These must either be passed on in the form of 
higher dollar prices on exports (to the United 
States) or, if not passed on, export profitability 
must decline. The potential for high rates of 
passthrough also exists for firms that are highly 
capital intensive. However, in the short run, 
capital-intensive firms can price their exports be
low average total costs and still cover variable 
costs. 

2 Hence the J-curve effect, as the volume or exports and 
imports adjust slowly while the cost or foreign exchange 
used to purchase imports rises. The net result is an in
itial widening of the trade deficit, prior to its narrowing 
as trade volumes adjust in desired directions. 
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Conversely, foreign firms that use significant 
amounts of tradable material inputs (e.g., petro
leum, iron ore, petrochemicals) can be expected 
to have lower rates of passthrough. These traried 
inputs are priced in a world market, with prictis 
equated internationally. Therefore, exchange
rate changes do not directly affect foreign pro
ducer's cost in dollars of using these materials for 
reexport to the United States as part of a finished 
product. 

A second factor affecting a foreign firm's 
capacity to avoid passing through exchange-rate 
changes concerns the structure of international 
competition in its industry. A foreign producer 
that behaves in accordance with the purely com
petitive model must, in the long run, fully recoup 
its total production costs (that are unchanged 
when calculated in local currency, but which in
crease when converted into dollars) following lo
cal currency appreciation (i.e., dollar 
depreciation). Yet as a price taker in the U.S. 
market (demand facing this producer is assumed 
to be perfectly price elastic), passing its higher 
costs on to import prices would result in the loss 
of its market share to producers from countries 
whose currencies have not appreciated relative to 
the dollar. Therefore, in the short run, the com
petitive foreign producer is unlikely to 
passthrough higher (dollar) costs. In the long 
run, they leave the market in the absence of 
other effects. 

At the other end of the spectrum, oligopolis
tic or monopolistic firms face less than perfectly 
elastic demand for their products. Consequently, 
they can exercise market power by passing 
through exchange-rate changes in the short run, 
without completely losing market share. To the 
extent that market power derives from product 
differentiation, foreign firms also gain some addi
tional latitude to raise prices because of ex
change-rate changes without fully losing market 
share. 

In some cases, foreign producers were pre
cluded from increasing their share of the U.S. 
market beyond certain levels because of voluntary 
restraint agreements (VRA'S) .1 During the pe
riod of dollar appreciation, these producers in
creased unit profits on exports to the United 
States. Some analysts therefore argue that for
eign producers had a cushion of unusually high 
unit profit rates that allowed them to continue to 
supply the U.S. market profitably following home 
currency appreciation without attendant price in
creases. Some of these analysts suggest, however, 
that further declines in the dollar would most 
likely result in higher import prices because the 
cushion of excess profits is probably gone and 
firms have exploited most of the cost-cutting op
portunities that were available. 

1 Autos, footwear, and steel exemplify this case. 
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The Structural Problem, or "Hysteresis" 

The hysteresis argument suggests that in
creased import competition resulting from the 
dollar's high value during 1983-86 prompted or 
accelerated the movement offshore of significant 
portions of the U.S. manufacturing sector. Other 
industries were lost in their entirety to foreign 
competition. The dollar's recent decline cannot 
quickly reverse these structural changes. For ex
ample, because the United States no longer has 
an industry domestically producing color televi
sion sets, the dollar's return to its previous level 
cannot reverse this trade imbalance in the near 
future. Furthermore, many domestic firms that 
increased their reliance on offshore facilities to 
cut costs have seen this strategy backfire now that 
the dollar has weakened. 

Theories of Exchange-rate Equilibrium 

Finance ministers from the major industrial
ized countries have convened frequently since the 
Plaza hotel meeting of September 1985 to discuss 
currency realignment and stabilization consistent 
with promoting adjustment and preserving eco
nomic growth. However, there are competing 
views on suitable exchange rates. 

The traditional method of calculating equilib
rium exchange rates is based on purchasing power 
parity (PPP), or the law of one price. Strictly 
interpreted, PPP suggests that exchange rates will 
tend towards equilibrium levels that equate the 
costs of a representative bundle of goods and 
services across countries. For example, if in long
run equilibrium a given basket costs DM258 
(deutsche marks) in West Germany, $100 in the 
United States, and Y20,300 (yen) in Japan, then 
PPP would imply that a dollar should be valued at 
2.58 deutsche marks and 203 yen. Economists 
with Goldman Sachs in London used Organiza
tion for Economic Cooperation and Development 
(OECD) prices to estimate precisely these values 
for PPP exchange rates.2 

However, most economists contend that ex
change rates also reflect international movements 
of capital (global savings) toward their highest re
wards. The expansionary fiscal policy adopted by 
the United States in 1981 and the budget deficits 
thereafter created a shortfall in domestic saving 
relative to spending at prevailing rates of return. 
This sent international markets for capital, as well 
as goods, into disequilibrium. U.S. interest rates 
increased relative to foreign rates, and attracted 
foreign investors who drove up the dollar as they 
sought out higher yielding dollar-denominated in
vestments. 

2 "Sighting a target for currencies," Economist, Mar. 
21, 1987. 



Now that the United States has become a large 
debtor, it must earn a surplus on its trade account 
to service debt and equity holdings of foreigners. 
Maintaining an exchange rate based 
on PPP would ignore these U.S. obligations to pay 
foreigners dividends and interest payments for fi· 
nancial services these holdings represent. A PPP 
exchange rate would therefore result in perpetual 
current account deficits and a rising external 
debt. Such a course would ultimately be unsus
tainable. 

In response, John Williamson of the Institute 
for International Economics defines the funda
mental equilibrium exchange rate (FEER). This 
rate will generate a current account balance equal 
to the underlying flow of capital, assuming that a 
domestic economy pursues full employment and a 
balanced budget. Williamson gauges that the 
United States can sustain a current account defi
cit (and foreigners will hold increased dollar as
sets) at an annual rate of $30 billion per year. 
Based on this expectation, Williamson estimates 
FEER's at Y150 and DM1.75 per dollar. 

Economists at Goldman Sachs advocate a 
slightly different view of appropriate values for 
exchange rates. They place dollar exchange rates 
at levels that stabilize the ratio of U.S. external 
debt to the gross national product (GNP) at its 
current level. 1 These rates, known as sustainable 
equilibrium exchange rates (SEER's), are esti
mated to be Y135 and DM1.65 to the dollar. 

One could also ask which exchange rates 
would be required for the United States to reduce 
its net external debt to zero, or to recover the 
creditor position it held for most of this century. 
Under these conditions, the dollar's exchange 
value would have to fall even further below PPP 
values, and also below levels suggested by the 
SEERs. 

Conclusion 
During 1987, concerns over persistent U.S. 

trade deficits became particularly intense. For
eign investors were no longer willing to increase 
their holdings of dollar assets at current interest 
rates, forcing central banks to intervene exten
sively to ensure currency market stability. In ef· 
feet, foreign central banks financed the U.S. 
current account deficit. Continued cooperation 
among major central banks will be essential to 
preserve exchange rates within agreed upon 
ranges if and when further market pressures arise. 
Some analysts have raised doubts that central 
banks may be prepared to continue intervention 

1 Fixing this ratio implies that external debt can rise by 3 
to 5 percent per annum, or by $10 to 20 billion yearly, 
based on estimates that U.S. external debt at yearend 
1987 totaled $400 billion (Journal of Commerce, Apr. 6, 
1988, p. 7A). 

at such extraordinary levels. Some prominent 
economists have argued that further declines in 
the dollar, perhaps by 10 to 20 percent, will be 
necessary to induce foreign investors to hold 
more dollar assets. Whether this will be neces· 
sary will most likely depend on the pace and ex
tent of progress achieved in the United States, 
and also abroad, in remedying the underlying 
causes of the global trade imbalances. 

Most commentators regard U.S. fiscal policy 
as the most critical area demanding attention. 
Given the Gramm-Rudman Hollings Act, and as
suming a favorable economic outlook, the U.S. 
budget deficit is projected to decline gradually. 
The need to finance this deficit is a major factor 
in U.S. requirements for external borrowing that 
corresponds to the current account deficit. Pro
gress on the lowering the budget deficit would re
duce these requirements and would therefore, 
allow the Federal Reserve greater latitude in con
ducting monetary policy consistent with dollar sta
bility and modest growth of domestic demand. 
Absent such progress, interest rates would have to 
rise (posing the risk of recession) or the dollar 
would decline sharply (increasing inflationary ex
pectations at home and raising the likelihood of 
deflation abroad). 

An important role for trade policy remains. 
Ongoing negotiations that seek to extend cover
age of GA TT provisions to areas of increasing im
portance in world trade can provide avenues for 
readjustment. The United States, in particular, 
has strong interests in seeing negotiations com
pleted in areas such as agriculture, financial serv
ices, and patent protection. Bilateral negotiations 
designed to liberalize market access in overseas 
markets can also achieve long-term benefits. Just 
as urgent is the need for nations to avoid escalat
ing protectionism. 

UNITED STATES-CANADA 
FREE-TRADE AGREEMENT 

Background and Purpose 

For the past 4 years, the Governments of the 
United States and Canada have been examining 
the possibilities of a bilateral trade agreement be
tween the two countries. An early idea focused 
on a sectoral free-trade agreement (FT A), men
tioned in August 1983 when then Canadian Prime 
Minister Pierre Trudeau released an official paper 
discussing "Canadian Trade Policy for the 
1980's. "2 The paper analyzed Canada's overall 

2 See Operation of the Trade Agreements Program, 3Sth 
Report, 1983, USITC Publication 1535, pp. 233-234; 
Operation of the Trade Agreements Program, 36th Re
port, 1984, USITC Publication 1725, pp. 122-125. 
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trading performuv::e, philosophy, and status in 
multilateral and bilateral trade issues, concluding 
that strong support of continued multilateral ne
gotiations, concomitant with bilateral discussions 
with the United States, would be beneficial to 
Canada. A sectoral FT A with the United States 
would, according to the report, benefit both con
sumer populations and manufacturing sectors, by 
facilitating growth of certain industries, creating 
jobs, and aiding in intrasectoral adjustments. 1 A 
sectoral agreement would not be new to the two 
countries, keeping in mind the 1965 Automotive 
Products Trade Agreement (APT A) that estab
lished a certain degree of free trade in new auto
mobiles and original-equipment parts. 

Trudeau's trade policy for the 1980's dem
onstrated a shift in Canadian attitude from that of 
the 1970's. During the previous decade, Cana
dian trade policy focused on the "Third Option": 
a deemphasis of its "special" trade relationship 
with the United States with an increased emphasis 
on enhancing trade ties with Japan, Europe, and 
the Pacific Rim countries.2 Toward the end of 
the seventies and into the early eighties, Canada 
experienced a general economic downturn which 
did not abate until 1983, the same year of a 
strong U.S. economic recovery. Canada recog
nized that its long-term economic growth and 
well-being was built upon a secure and expanding 
export market.3 It determined that ties with the 
United States, Canada's main trading partner and 
export market, must be enhanced. 

A sectoral FTA was discussed in 1984, but 
many obstacles to its fruition existed, namely dif
ficulty in obtaining General Agreement on Tariffs 
and Trade (GA TT) approval, the procurement 
policies of the Canadian Federal and Provincial 
governments and the high value of the U.S. dol
lar. The principal obstacle, however, was the dif
ficulty in targeting (on both sides of the border) 
which sectors would in effect be winners and los
ers. Near the end of the year, Canada elected a 
new government. The new Prime Minister, Brian 
Mulroney, recognized the importance of en
hanced trade with the United States as a key in
gredient in Canada's longer term economic 
success. 

On March 17-18, 1985, President Reagan 
and Prime Minister Mulroney officially met in the 
"Shamrock Summit" in Quebec City where they 
issued a joint declaration calling for the creation 
of a more stable and predictable trade environ
ment between the two countries.4 In early Sep-

1 Ibid., p. 124. 
2 The "First Option" was to have closer bilateral ties 
with the United States; the "Second Option" was to 
maintain the existing terms of trade with the United 
States. 
3 Nearly one-third of Canadian gross domestic product is 
tied to the external sector. 
• Operation of the Trade Agreements Program, }7th Re
port, 1985, USITC Publication 1871, pp. 31-32. 
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tember 1985, the Royal Commission on the Eco
nomic Union and Development Prospects for 
Canada released a 3-year study, a principal rec
ommendation of which was that Canada negotiate 
a bilateral free-trade agreement with the United 
States. Two weeks later, Canadian International 
Trade Minister James Kelleher presented a report 
to the Prime Minister expressing his opinion that 
bilateral negotiations with the United States would 
be beneficial to Canada. On September 26, 
Prime Minister Mulroney informed the Canadian 
House of Commons of his invitation to the United 
States to begin negotiations on a free-trade agree
ment. That same day, United States Trade Rep
resentative Clayton Yetitter reported to President 
Reagan on the benefits of exploring bilateral ne
gotiations, and he recommended consultations 
with the Finance Committee of the U.S. Senate 
and the Ways and Means Committee of the U.S. 
House of Representatives, to gain their views on 
such negotiations.s On December 10, 1985, 
President Reagan notified Congress of his intent 
to enter into negotiations toward a bilateral free
trade agreement with Canada using "fast track" 
procedures.8 Congress then had 60 legislative 
days to block the talks. On April 23, 1986, the 
60-day period ended and, by a tie vote, the Sen
ate Finance Committee failed to adopt a measure 
denying the President fast-track authority. Nego
tiations formally began on June 17, 1986 with 
Ambassador Peter Murphy representing the 
United States and Ambassador Simon Reisman 
representing Canada. 

In order to reach an agreement, the negotiat
ing objectives of both nations had to be realized. 
The primary goal for Canada was to obtain more 
secure access to the U.S. market. (Canada used 
the term "contingency protection" to refer to the 
use by the United States of trade remedy proce
dures, particularly countervailing or antidumping 
duties, to deny market access.) This would pro
vide Canadians firms the opportunity to expand 
production and specialize. In addition, increased 
competition with the United States would spur 
Canadians firms to become more efficient. Given 
the disparity in size between the two economies 
(the U.S. economy is 10 times that of Canada) 
the U.S. objectives were more specific: elimina-

8 The reports by Ambassadors Yeutter and Kelleher were 
the result of a declaration made at the Shamrock Summit 
calling for reports within 6 months charting "all possible 
ways to reduce and eliminate existing barriers to trade." 
8 Section 102 of the Trade Act of 1974 allows the Presi
dent to enter Into bilateral free-trade agreements on a 
"fast-track" basis lf-(1) negotiation Is requested by a 
foreign country; (2) the President notifies the House 
Ways and Means and Senate Finance Committees of the 
negotiations, giving 60 legislative days advance notice; 
and (3) the President notifies Congress or his Intent 90 
days prior to entering Into an agreement. The President 
must submit the agreement to Congress along with a 
draft implementing bill. Congress then has 60 to 90 
legislati·>'e days to approve or disapprove the bill, by a 
simple up or down vote with no amendments allowed. A 
simple majority or each House is required for approval. 



tion of tariffs; reduction in Canadian nontariff 
barriers; reduction in Canadian investment re
strictions; establishment of rules for tr.ade in serv
ices; protection of intellectual property; and, 
agreement to exert more discipline over subsi
dies. 1 

The possibility of reaching agreement was 
placed in doubt, when, after over a year of in
tense efforts, on September 23, 1987, Canadian 
negotiator Reisman walked out of the negotia
tions. However, the talks resumed October 2 
and proceeded until midnight October 3, 1987, 
the deadline set in order for the agreement to 
quality for U.S. Congressional fa;;t-track proce
dures.2 The elements of the U ,,';.-Canada Free
Trade Agreement were the~ inif:ialed on October 
4, 1987; and on December 9, rn87, the U.S. and 
Canadian negotiators initialed tne. final text of the 
agreement. The agreement was formally signed 
by President Reagan and Prime Minister Mul
roney on January 2, 1988. If approved by Con
gress and the Canadian Parliament, the FT A will 
go into effect January 1, 1989 upon an exchange 
of diplomatic notes cenif ying the completion of 
necessary legal procedures by each pany. 

Canada and the United States maintain that 
the FT A is consistent with Anicle XXIV of the 
General Agreement on Tariffs and Trade 
(GA Tr), which allows for bilateral free trade 
agreements, provided that tariffs and other re
strictive regulations of commerce are "eliminated 
on substantially all trade." The FT A makes ref
erences to the GA Tr throughout the text, stress
ing the need to funher reduce barriers on a 
multilateral basis as well as in a bilateral context, 
and to improve the overall system of international 
trade. As written in Part One of the agreement, 
its objectives include (1) eliminating trade barri
ers in goods and services; (2) facilitating the con
ditions of fair competition; (3) liberalizing the 
conditions for investment; (4) providing proce
dures to resolve disputes and to administer the 
FTA; and (5) laying the foundation for further 
bilateral and multilateral cooperation. 

The Agreement 

The FT A is divided by general topics into 
eight parts, with a total of 21 divisional chapters.3 
The following discussion addresses some of the 
major provisions of the bilateral pact, with a par
ticular focus on those that have been the most 

1 George Holllday and Arlene Wilson, Trade: Congres
sional Research Service Issue Brief IBB7003, U.S. Li
brary of Congress, Dec. 16, 1981", p. 11. 
1 The President's authority to enter Into agreements un
der the fast-track procedures of sec. 102 of the Trade 
Act of 1974, as amended, expired on Jan. 3, 1988. 
1 The eight parts of the FTA are (1) objectives and 

scope; (2) trade In goods; (3) government procurement; 
(4) services, Investment and temporary entry; (5) finan
cial services; (6) Institutional provisions; (7) other provi
sions: and, (8) final provisions. 
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contentious and those that have the greatest po
tential for enhancing trade.4 

Trade in Goods 
Of the 21 chapters of the FTA, 10 are de

voted entirely to trade in goods in order to elimi
nate tariffs and reduce nontariff barriers. The 
full implementation of the FT A will take 10 years 
and will be completed in January 1998, in accor
dance with the tariff elimination schedule.5 All 
product categories have been assigned to one of 
three categories for duty reduction purposes: (1) 
immediate duty elimination; (2) staged elimina
tion in S annual equal reductions of 20 percent; 
or, (3) staged elimination in 10 annual equal re
ductions of 10 percent. If both countries agree, 
tariff elimination may be accelerated on individ
ual products. e 

As with most trade agreements calling for the 
reduction of trade barriers, the FT A provides for 
safeguard actions to deal with surges in imports 
causing serious injury to domestic producers. 
During the transition period (i.e., until the end of 
1998), either country may respond to serious in
jury to its domestic producers resulting from tariff 
reductions under the FT A by reinstating the pre
agreement tariff or returning to the most-favored
nation (MFN) tariff level (which, through 
multilateral negotiations, may be lower than the 
rate in effect when the FT A took effect). Such 
bilateral safeguard measures may last no longer 
than 3 years nor extend beyond the transition pe
riod and may only be taken once against any par
ticular product.7 In addition, both Canada and 
the United States have retained their rights under 
article XIX of the GA 1T to take global safeguard 
action against imported goods of either country, 
subject to certain limitations set forth in chapter 
11 of the FTA. Specifically, the United States 
and Canada are required to exclude impons of 
the other country from global impon relief if ex
ports from the other country are not substantial 
and contributing importantly to the serious injury, 
or threat thereof, to a domestic industry. Chapter 
11 of the FT A contains provisions for subse
quently including the other country in the import 
relief action in the event of a surge of imports 
from the country. 

Agriculture& 

Two-way bilateral agricultural trade 
amounted to only $3.4 billion in 1986, but is 
marked by many tariff and nontariff barriers such 

" Particular sections of the United States-Canada Free 
Trade Agreement will be referenced according to "article 

" (the further subdivision under chapters), or accord-
ing to "annex " (located at the end or certain chap-
ters). 
11 FT A annex 401 covers the exact tariff reduction sched
ule on a product basis. 
11 FTA art. 401, par. 5. 
7 FTA art. 1101. 
1 FTA ch. 7 (arts. 701-711) Inclusive, for specific dis
cussion of agricultural Issues. 
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as inspection and technical requirements, govern
ment subsidies, quotas, and import licenses. The 
FTA would eliminate all tariffs by January 1, 
1998, and make advances toward freer trade by 
reducing nontariff barriers on poultry and eggs, 
grains, meat and sugar. Both countries reserve 
the right, for 20 years, to apply temporary duties 
on certain fruits and vegetables to protect their 
domestic industries from import surges. Semi-an
nual consultations between the United States and 
Canada will occur on agricultural issues, and both 
countries acknowledge the need for increased 
multilateral negotiation in the agricultural arena.1 
The United States and Canada 3greed to work 
together in the Uruguay Round of the GA TT in 
hopes of further liberalizing agricultural trade on 
a multilateral basis, consistent with the U.S. 
GATT proposal to end agricultural subsidies.2 
Progress toward the elimination of nontariff barri
ers in bilateral agricultural trade resulting from 
the U.S. and Canadian semiannual consultations 
could be a barometer of the likelihood of change 
in the multilateral arena. 

Automotive trade3 

Automotive trade accounts for the greatest 
portion of trade between the two countries: 36 
percent of U.S. imports and nearly 40 percent of 
U.S. exports to Canada. Ninety-five percent of 
bilateral automotive trade is already duty free, in 
accordance with the 1965 U .S.-Canada APT A. 
Under the FT A, remaining tariffs will be elimi
nated over 5 to 10 years: there will no longer be a 
Canadian embargo on used cars; and a revised, 
higher North American content requirement will 
be established. Most importantly, the FTA will 
neither rescind nor expand the APT A; it will not 
allow any new firms to receive APT A benefits. 
As in the agriculture sector, a "select panel" will 
"assess the state of the North American industry 
and propose public policy measures and private 
initiatives to improve its competitiveness in do
mestic and foreign markets." 

Customs and rules of origin4 

With the virtual elimination of tariffs, the 
FT A establishes rules of origin to ensure that im
ports from third countries are not shipped 
through one FTA country to the other, with little 
or no value or processing occurring in Canada or 
the United States. In order to meet the rules of 
origin under the FTA and enter duty free, one of 
three conditions must be met: first, the imported 
article must be "wholly produced in" the United 
States or Canada: second, the imported article 

1 See FTA art. 701. 
2 See chapter 2 for a discussion of the U.S. proposal 
regarding agricultural subsidies. 
3 FTA chapter to (articles 1001-1006) inclusive, for 
specific discussion of automotive trade. 
• FTA ch. 3 (arts. 301-304) inclusive, for specific dis
cussion of rules of origin. 
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must be transformed in the Unit~d States or Can
ada in such a way as to demonstrate one of the 
enumerated "changes in tariff classification" 
found in the agreemE::nt: or third, 50 percent of 
an imported article's manufacturing costs must 
either be attributable to U.S./Canadian materials 
or to direct processing costs in the United States 
or Canada, or both. The customs authorities of 
both countries will make their own separate origin 
determinations. The FT A also limits the use of 
duty drawbacks,s duty waivers,8 and foreign trade 
zones.7 

Energya 

Energy is perhaps the most important input 
for a developed economy. The energy goods cov
ered by the FT A include petroleum, natural gas, 
electricity, coal, uranium, and other nuclear fu
els. Bilateral energy trade totals about $10 billion 
per year, with Canada supplying most of the U.S. 
imported natural gas and electricity, more crude 
oil and petroleum products than any other nation, 
and more than two-thirds of U.S. uranium im
ports.9 The FTA prohibits restrictions on the ex
port and import of energy by either party, 
including the use of quotas, or minimum price re
quirements, with exceptions made for national se
curity and short supply situations. Under the 
agreement both countries will eliminate restric
tions on uranium imports and exports. The 
United States will allow Canada access to a maxi
mum of 50,000 barrels per day (on an average 
annual basis) of Alaskan oil making Canada ex
empt from the prohibition of Alaskan oil, exports 
under the Export Administration Act of 1979. 
The only condition placed on the export of Alas
kan oil is that it must be "transported to Canada 
from a suitable location within the lower 48 
states." 10 

Exceptions 

The provisions of part I of the Agreement do 
not apply to certain Canadian export controls on 
unprocessed fish, nor will they apply to either 
country's export controls on logs or on the inter
nal sale and distribution of beer. 11 The United 
States may retain restrictions relating to the mari-

11 Duty drawback refers to the refund of all or part of a 
duty paid on imported parts that are then used as com
ponents of exported products. Duty drawback on 
U.S.-Canadian bilateral trade will end after Jan. 1, 
1994, five years into the agreement. 

11 Duty waivers will be eliminated by Jan. 1, 1988, the 
date ending the FTA's full implementation process, ex
cept in the automotive Industry where elimination will 
take place on Jan. 1, 1989. Duty waivers refer to the 
practice of requiring a firm to buy local inputs or to ex
port output in exchange for a tariff exemption. 
7 See FTA arts. 401 and 405. 
8 FTA ch. 9 (arts. 901-909) inclusive, for specific dis
cussion of energy trade. 
11 "Summary of the U.S.-Canada Free-Trade Agree
ment," White House Release, February 1988, p. 21. 
10 FT A annex 902. S. 
11 FTA arts. 1203 and 1204 for specific exceptions. 



time industry by keeping intact the Jones Act re
quirements that interstate trade between U.S. 
pons be on U.S.-flagged ships with American 
crews. Coverage under the Jones Act was called 
into question when the initialed "Elements of the 
Agreement," released on October 3, 1987, in
cluded language that would grant Canadian
flagged ships (if they were built in the United 
States or Canada or had U.S. or Canadian crews) 
the same status as U.S. ships under U.S. maritime 
law. When the final text of the FTA was signed 
on January 2, 1988, there were no special provi
sions covering Canadian-flagged ships, and there 
were no changes in U.S. maritime law. 

Services1 

The FT A is the first broad international 
agreement governing services, providing a set of 
general rules that will apply to over 150 service 
sectors such as construction, transportation, tele
communications, insurance, and architecture.2 
U.S.-Canada bilateral services trade amounted to 
$11.3 billion in 1986, roughly 8 percent of all bi
lateral trade. To advance toward free trade in 
today's world, the United States and Canada 
maintain that the discipline of the multilateral 
GA TT agreement should extend to the area of 
traded services where international rules are lim
ited or nonexistent. As major exporters of serv
ices, the two countries decided to provide an 
example of the possibilities for agreement on this 
frontier of international commercial policy. 

The underlying goal is to provide national 
treatment (i.e., non-discrimination) to U.S. citi
zens supplying services to Canada and vice versa, 
subject to cenain exceptions. Future U.S. and 
Canadian Government measures that affect serv
ices trade must provide national treatment, but 
existing discriminatory provisions may remain in 
place, with renewal allowed for cenain provisions 
and amendments allowed for others, subject to 
the limitation that the level of discrimination may 
not be increased through such removal or amend
ment. 3 Governments may also stray from the 
principle of national treatment if the discriminat
ing government demonstrates that "the difference 
in treatment is no greater than that necessary for 
prudential, fiduciary, health and safety, or con
sumer protection reasons" or if it is "equivalent in 
effect to the treatment" of its own citizens under 
the same circumstances.4 

United States Trade Representative Clayton 
Yeutter comments that, "For the first time since 
services became a major international commercial 
issue, two major trading partners have negotiated 

1 FTA Chapter 14 (articles 1401-1407 and annexes 1404 
and 1408) inclusive, for specific discussion on trade in 
services. 
2 FT A annex 1408 for complete list of services covered. 
3 FTA art. 1402, par. 5. 
4 FTA art. 1402, par. 3. 

an agreement establishing rules for bilateral trade 
in services." Ambassador Yeutter continues, 
"Not only is this important for U.S.-Canada serv
ices trade, but it provides a concrete first step for 
our effons to formulate multilateral rules for serv
ices at the GATT Uruguay Round."5 

Besides being the first international trade 
agreement encompassing services in general, the 
FTA is also the first to address specifically trade 
in financial services.a It attempts to remove dis
criminatory measures present in both the United 
States and in Canada and to allow financial insti
tutions better market access across the borders. 

The United States sought national treatment 
in light of Canada's present restrictions on foreign 
control of market share, asset growth and expan
sion in financial services. The FT A will enable 
U.S. bank subsidiaries to be exempt from some of 
these restraints. U.S. firms and investors are ex
empted from certain aspects of Canada's 
"10-25" Rule, which prevents a nonresident from 
acquiring more than 10 percent ownership of a 
Canadian insurance, trust, or loan company and 
prevents nonresident ownership from exceeding 
25 percent. Under the FTA, U.S. firms will have 
the same opportunities to diversify and establish 
themselves as Canadian firms. In Canada, for
eign banks as a group (known as "Schedule B" 
banks) are limited to foreign ownership of only 16 
percent of the total domestic assets of all Cana
dian banks. The FTA exempts U.S.-controlled 
Canadian bank subsidiaries from this limitation 
just as Canadian banks are free from these re
straints. 

On the U.S. side there were no barriers to 
national treatment to overcome, but other real 
and potential barriers existed. Canada may retain 
their previously grandfathered provisions of the 
International Banking Act (IBA) of 1978; the 
grandfathered provisions were up for review dur
ing the time the FTA was being negotiated.7 Ca
nadian banks are also guaranteed to receive the 
same benefits that might be extended to U.S. 
banks if the United States amends the Glass
Steagall Act, or other acts related to financial 
services.8 The United States will also allow Cana
dian banks (as well as U.S. and other foreign 
banks) in the United States "to engage in the 
dealing in, underwriting, and purchasing of debt 
obligations" backed by Canada or its political 
subdivisions.9 

11 Testimony before the Subcommillee on Trade of the 
U.S. House of Representatives, Ways and Means Com
mittee, Feb. 9, 1988. 
11 See FTA ch. 17 (arts. 1701-1706) inclusive, for spe
cific discussion of financial services. 
7 FT A art. 1702, par. 2, addresses the IBA, de facto. 
8 The Glass-Steagall Act prohibits nonbank activities by 
commercial banks, either foreign or domestic. FTA art. 
1702, par. 3, addresses Canadian treatment regarding 
future amendments to the Glass-Steagall Act. 
11 These provisions respond to Canadian concerns regard
ing the treatment of their banks and securities firms that 
merge in Canada and have operations in the United 
States, but not undermine the basic tenets of the Glass
Steagall Act, nor be inconsistent with U.S. law permit
ting banks to engage in similar activities regarding U.S. 
debt obligations. 
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Because of the inherent sensitivity of the fi
nancial services industry, disputes arising in this 
sector will not be handled through the FT A's 
regular dispute settlement procedures. 1 Further
more, both countries agree that any consultation 
regarding financial services "shall be between the 
Canadian Department of Finance and the United 
States Department of the Treasury," and that 
these two departments will also oversee future lib
eralization of their financial sectors.2 

Government Procurement3 

By including Government procurement in the 
FTA, the United States and Canada hope that 
their actions will serve as an impetus for "the 
multilateral liberalization of international govern
ment procurement policies to provide balanced 
and equitable trade."4 The FTA calls for greater 
transparency in bidding procedures and increases 
in the exchange of procurement information. 
Suppliers of goods manufactured in either Can
ada or the United States with at least 50 percent 
U.S. or Canadian content will be accorded the 
same treatment as suppliers of domestic goods for 
covered procurement. The FT A reduces the 
GA TT Government Procurement Code threshold 
of $171,000 to $25,000 for U.S. and Canadian 
suppliers competing in each other's market. 

Estimates of the value of procurement cov
ered by the FTA are approximately $3 billion of 
U.S. procurement and $500 million of Canadian 
procurement. At present, roughly 80 percent of 
U.S. procurement is open to Canadian suppliers. 
However, a majority of Canadian purchases were 
below the Code level, preventing U.S. companies 
from bidding. With the FTA in place, U.S. ex
porters will more than double their access to Ca
nadian procurement opportunities. 

The FT A procurement provisions are ex
pected to serve "as a further step toward multilat
eral liberalization and improvement of the GA TT 
Agreement on Government Procurement. "5 The 
United States and Canada have agreed to look 
into expanding coverage of government procure
ment under the FT A after the current Uruguay 
Round of multilateral trade negotiations is com
pleted. 

Investments 

The United States invests more in Canada 
($46 billion in 1986) than in any other foreign 
country, and Canada is one of the largest foreign 
investors in the United States ($17 billion in 

1 See "Institutional Provisions," below. 
2 FTA art. 1704. 
3 FTA ch. 13, arts. 1301-1309 inclusive, for specific 
discussion of government procurement. 
4 FTA art. 1301, par. 1. 
5 FTA art. 1301, par. 2. The GATT is mentioned spe
cifically in arts. 1301-1304 and 1308. 
5 FT A ch. 16 (arts. 1601-1611) inclusive, for specific 
discussion of investment issues. 
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1986). Since the 1970's, Canada has limited for
eign investment through the Foreign Investment 
Review Act (FIRA). In 1984, the Investment 
Canada Act (ICA) replaced the FIRA, but invest
ment liberalization has been a slow process. 

Four basic investment issues are covered by 
the FTA: (1) national treatment and nondis
crimination; (2) the elimination of performance 
requirements; (3) international law standards ap
plying to expropriation; and (4) the free transfer 
of investment proceeds. After three years from 
the date of entry into force of the agreement, 
Canada will raise its threshold of review of direct 
acquisitions by U.S. investors to $150 million 
from $25 million and abolish review of indirect 
acquisitions. The United States and Canada 
agreed to further improve investment opportuni
ties through the Uruguay Round and other multi
lateral negotiations. 7 

Miscellaneous Provisions 

Cultural industriesa 

Cultural industries, defined as the publica
tion, distribution, or sale of books, magazines, 
newspapers, film and video recordings, audio or 
video music recordings, radio, television and ca
ble broadcasting, are explicitly exempt from the 
nontariff provisions of the FT A. Tariffs on re
cordings and printed matter will be eliminated on 
both sides of the border, and Canada will provide 
copyright protection for the retransmission of 
commercial broadcasts. 

Throughout the negotiations Canada insisted 
on preserving and maintaining intact the develop
ment of Canada's unique cultural heritage. 
Whereas the United States recognized the impor
tance of cultural industries to Canada, it also 
wanted to avoid unfair trade barriers. Although 
cultural industries remain generally exempt from 
the FT A, each country does have the right to re
spond (i.e., take measures of equivalent commer
cial effect) if the cultural exemption hurts its own 
commercial interests. 

Intellectual propertye 

The United States and Canada agreed to co
operate through the Uruguay Round of multilat
eral trade negotiations and in other international 
fora to improve intellectual property protection. 
The above-mentioned copyright protection under 
"cultural industries," protecting U.S. firms from 
the unlawful retransmission of commercial broad
casts in Canada, is the only specific provision in 
the FT A regarding intellectual property. 

7 FTA art. 1610. 
8 FT A art. 2005 for specific discussion of cultural indus
tries. 
8 FTA art. 2002 for discussion of intellectual property. 



Institutional Provisions1 

In several trade agreements, general dispute 
settlement mechanisms are routinely addressed, 
including the GATI, anicles XXII and XXIII; 
the Tokyo Round Codes; and, the U.S.-Israel 
Free Trade Agreement. Both the United States 
and Canada realized, however, that dispute set
tlement procedures are ofttimes prolonged or in
effectual. In negotiating the FT A, both countries 
sought effective, expeditious dispute settlement 
procedures. The mechanics of dispute resolution 
is addressed in five different categories under the 
FT A: two divisions under escape-clause actions 
and other FT A issues, and two divisions under 
antidumping (AD} and countervailing duty 
(CVD) disputes and another treatment under fi
nancial services. 

General dispute settlement procedures2 

Escape-clause actions and other agreed upon 
matters.3-A Canada-United States Trade Com
mission will be established to oversee the imple
mentation of the FT A and to resolve all disputes 
arising from the agreement, except those in the 
areas of financial services, and anti-dumping and 
countervailing duties. The Commission, com
posed of an equal number of representatives from 
the United States and Canada (with the principal 
representative of each country being a Cabinet
level official or the official's designee), is directed 
to meet at least once a year, alternating between 
the United States and Canada. In the case of an 
escape clause dispute or other mutually agreed 
upon matters, resolution will proceed through 
certain steps: (1) consultation; (2) if unsuccess
ful after 30 days, then a meeting of the Commis
sion, whereby technical advisors or a mutually 
accepted mediator may be employed; and (3) if 
not yet resolved after 30 days from receipt of the 
dispute by the Commission, referral to binding ar
bitration. The arbitration panel must be com
posed of five members, two chosen by each 
country, with the fifth chosen by the Commission 
or by the four already chosen panelists. The pan
elists will be chosen from a roster, developed and 
maintained by the Commission, of individuals 
willing to serve as panelists. 

Disputes other than escape-clause ac
tions .4-Disputes in this category include those 
surrounding the implementation of the FTA. 
Resolution occurs in much the same way as in an 

1 Chapters 18-19 (articles 1801-1808 and 1901-1911) 
inclusive, for discussion of institutional provisions. 
2 Articles 1801-1808, inclusive. 
3 If both the United States and Canada agree, any or all 
disputes (except AD, CVD and financial services dis
putes) may be resolved under this option. The final deci
sion m this instance rests with a binding arbitration 
panel, while the second option leaves the Commission 
with the final decision. See "Disputes other than escape 
clause actions," below. 
4 FTA art. 1807, par. 2. 

l \ 

escape-clause case: (1) consultation; and (2) 
meeting of the Commission. If these efforts fail 
to resolve the dispute and the parties do not want 
the matter to go before a binding arbitration 
panel, the matter then goes to a panel of experts. 
The panel of experts, established by the Commis
sion, will report their findings back to the Com
mission, where the final recommendation rests. 

Antidumping and countervailing dutiess 

Final AD and CVD administrative determi
nations. -The FT A calls for the establishment of 
a "working group" to "develop a substitute system 
of rules for dealing with unfair pricing and gov
ernment subsidization." The working group is al
lowed 5 to 7 years to develop mutually 
advantageous rules governing U .s. and Canadian 
subsidies and the application of their respective 
AD/CVD laws. During this interim period the 
United States and Canada will continue to apply 
their own AD and CVD laws to goods imported 
from the other country. However, a new proce
dure is estabished for the review of final determi
nations. Instead of bringing the review to the 
national courts as is currently done, the FT A calls 
for a binational panel to act in their place, with 
the panels employing the same standard of review 
and the same general legal principles as the do
mestic courts of the country in which the case is 
brought.a 

The binational review panels must be ad hoc 
panels, composed of five members, two selected 
by each country and the fifth, where possible, by 
consensus. The United States and Canada will 
develop a roster of 50 possible panel candidates, 
25 candidates from each country. With the ex
ception of judges, none of the candidates may be 
government officials. The majority of the panel
ists, including the chairman, must be attorneys. 

Either party may under certain exceptions 
and circumstances challenge the binational review 
panel's decision by instituting the "Extraordinary 
Challenge Procedure." A three-member commit
tee of U.S. and Canadian judges or former judges 
will be chosen from a roster of 10 designated 
judges, S chosen by each country. This extraor
dinary challenge committee will then review the 
binational panel's review. 

AD and CVD legislative review.-The FTA 
establishes an advisory panel (composed in the 
same manner as the above-mentioned binational 
review panel) to review proposed amendments to 
U.S. or Canadian AD or CVD laws after the FTA 
enters into force. The advisory panel, after con-

11 FTA ch. 19 (arts. 1901-1911) inclusive, for discussion 
of AD/CVD dispute settlement. 
e In the United States, the determinations subject to 
panel review under the FTA will be (1) the U.S. Depart
ment of Commerce final dumping or subsidy determina
tion in AD/CVD investigations and reviews of AD/CVD 
orders; and (2) the U.S. International Trade Commis
sion final determination of injury in AD/CVD investiga
tions. 
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sultation, may issue an opinion addressing incon
sistencies between the proposed changes and the 
GATI, the GAIT Antidumping Code, the GATI 
Subsidies Code, the FT A, or a previous bina
tional dispute settlement panel decision. 1 

Financial services2 

Because of the sensitivity surrounding finan
cial services, a separate dispute settlement proce
dure is established. Financial services will be 
dealt with only by the finance ministers in the 
United States and Canada. Unlike the other 
types of dispute settlement proceedings, the FT A 
does not specify how dispute resolution in this in
stance should be carried out. 

Present Economic Conditions and 
Effects of the FTA 

The United States and Canada enjoy the 
largest bilateral trading relationship in the world. 
Two-way trade in services alone amounted to 
$11.3 billion in 1986, with U.S. direct investment 
in Canada totaling $46 billion and Canadian di
rect investment in the United States totaling 
$17 billion.3 Two way merchandise trade 
amounted to $128 billion in 1987, with Canada 
receiving 24 percent of total U.S. exports (70 
percent of Canadian imports) and the United 
States receiving about 78 percent of Canada's to
tal exports (18 percent of U.S. imports). At pre
sent 80 percent of Canadian exports and 65 
percent of U.S. exports are duty free, with re
maining Canadian tariffs averaging 9 to 10 per
cent, approximately double the 4 to 5 percent 
average in the United States. The agreement 
calls for the removal of all tariffs over a 10-year 
period.4 Of the remaining dutiable trade, 35 per
cent of Canadian exports to the United States and 
53.4 percent of U.S. exports to Canada are sub
ject to the 10-year tariff elimination schedule, in
cluding such sensitive areas as steel, rubber, most 
agricultural articles, fish, wood products, textiles 
and apparel, and alcoholic beverages. The incipi
ent economic effects of the tariff removal should 
not be dramatic, given the 10-year spread in in
cremental reductions in the most vulnerable ar
eas. 

President Reagan, commenting on the eco
nomic effects of the FT A, has observed that it 
should enhance economic opportunities, create 
jobs in both countries, and save "consumers hun
dreds of millions of dollars" by eliminating tariffs. 
All estimates of the economic effects of the FT A 

1 Both the United States and Canada are signatories to 
the GATT and the GATT Codes, making the review 
process beneficial to both countries. 
2 FTA ch. 17 
3 The figures are from an Oct. 4, 1987, USTR press 
release: Background on the V. S. -Canada Economic 
Relationship. 
4 See "Trade in Goods" section, supra. 
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indicate that Canada is likely to benefit more than 
the United States, given the size difference in the 
two economies. Expected GNP growth because 
of the FT A is estimated at approximately S per
cent in Canada and a maximum 1 percent in the 
United States, or an increase of $45 billion. The 
Canadian Department of Finance believes 
120,000 net new jobs will be created by 1993, 
five years into the implementation of the pact. 
According to the U.S. Department of Commerce, 
more than 14,000 new U.S. manufacturing jobs 
alone will be created over the same five-year pe
riod. The elimination of tariffs could initially re
duce the price of imports by as much as the 
amount of the tariff reduction. The impact on 
prices may even be multiplied if competition spurs 
price reductions in domestically produced prod
ucts. 

THE HARMONIZED SYSTEM 

Introduction 
The Harmonized Commodity Description 

and Coding System, commonly known as the 
Harmonized System (HS), is a detailed nomen
clature structure describing all articles in interna
tional trade. Based on the older Customs 
Cooperation Council Nomenclature, the HS is in
tended to serve as a common, modern system of 
describing products for customs, tariff, statistical, 
and transport documentation purposes. Adop
tion of the new nomenclature will improve the ac
curacy, transparency, and comparability of 
international trade data, providing U.S. 
policymakers and business with better informa
tion upon which to base policy and marketing de
cisions. 

The legal provisions to permit implementa
tion of the Harmonized System in the United 
States are contained in the omnibus trade bill re
cently passed by the Congress and vetoed by the 
President. Negotiations on the bill, originally 
slated to be passed in 1987, bogged down in the 
summer of 1987 and, as a result, the United 
States was not able to sign and implement the 
Convention by January 1, 1988, the date it offi
cially entered into force for the EC, Japan, Can
ada, and a number of other countries. This delay 
has had many ramifications for both the United 
States and for the trading community. 

The following section describes the HS no
menclature system generally and the present 
status of its implementation; explains how the HS 
will be administered, both internationally and in 
the United States; discusses the benefits to the 
United States of adopting the HS; and assesses 
the implications of delayed implementation on 
U.S. trade agreements and on U.S. business. 

Background 
The HS is intended to facilitate international 

trade through the use of a single system for the 



description, classification, and coding of goods 
moving in international trade, and to facilitate the 
collection, comparison, and analysis of interna
tional trade statistics. The nomenclature is a hi
erarchical scheme governed by rules of 
interpretation: it is generally organized so that its 
chapters cover progressively more complex prod
ucts and so that a particular product will fall in 
one and only one provision. Countries adopting 
the HS nomenclature as the basic structure for 
describing and coding goods in their national tar
iffs retain their right to establish independently all 
rates of duty and may adopt additional, subordi
nate provisions for duty or statistical purposes. 

The Convention 

The HS nomenclature system is an integral 
part of the International Convention on the Har
monized Commodity Description and Coding Sys
tem, approved by the Customs Cooperation 
Council (CCC) on June 14, 1983. The Conven
tion was opened for signature upon its approval. 
Countries wishing to sign the Convention need 
not be signatories to the GAIT, but may become 
Contracting Parties (in the general meaning of the 
term under international law) by meeting the 
Convention's requirements and by adhering to 
the Customs Cooperation Council Convention. 

The basic obligation imposed by the Conven
tion is that customs tariff and statistical nomencla
tures of Contracting Parties are to be in 
conformity with the HS. Thus, all of the headings 
and subheadings, their numerical codes, the notes 
and interpretative rules must be adopted without 
deviation by each Contracting Party. However, 
each Contracting Party is entitled to provide fur
ther subdivisions below the level of the HS codes 
in order to reflect unique national tariff, statisti
cal, or other requirements. 

Administration of the Convention 

The responsibility for administering the Con
vention is entrusted to the Harmonized System 
Committee (Committee) of the Council, subject 
to the latter's supervision and approval. The 
Committee is composed of representatives of the 
Contracting Parties to the Convention and has the 
functions of ensuring uniformity in the interpreta
tion of the HS and of keeping the HS up to date 
through amendments to the nomenclature. Each 
Contracting Party to the Convention is entitled to 
have a representative on the Committee and to 
vote on matters before it. (Contracting Parties to 
the Convention establishing the Council vote un
der that agreement's terms when the Committee 
submits any proposal to the Council.) Any Con
tracting Party can effectively veto proposed 
amendments to the Convention and other actions 
suggested by the Committee or a Contracting 
Party by requesting that they be remanded to the 
Committee. 

Dispute Resolution 
The resolution of disputes between Contract

ing Parties regarding the classification of mer
chandise is provided for in the Convention, in 
large part to achieve uniformity. Where possible, 
these disputes are to be settled by negotiations be
tween the Contracting Parties concerned. When 
such disputes cannot be settled by direct negotia
tion, they may be referred to the Committee, 
which will then make recommendations. A Con
tractir.1g Party, if it so desires, may agree at any 
point t1'> be bound by the decision of the Commit
tee; in the alternative, a Contracting Party may 
effectively veto a decision by notifying an objec
tion thereto. 

Entry into Force 
The Convention formally entered into force 

on January 1, 1988, with more than the number 
of signatories without reservation of ratification 
called for in the Convention ( 17), having depos
ited their instruments of ratification or accession. 
As of January 1988, there were 39 signatories to 
the Convention without reservation of ratification 
and 15 signatures subject to ratification. (See 
app. A for enumeration of Contracting Parties.) 

Interpreting and Applying the HS 
The Council will maintain several publica

tions designed to promote the uniform interpreta
tion and application of the Harmonized System. 
Among them are a set of Explanatory Notes and 
a Compendium of Classification Opinions. 

The HS provisions comprise 4-digit and sub
ordinate 6-digit coded categories and are organ
ized into 96 chapters arranged in 20 sections, 
with accompanying interpretative rules and legal 
notes. The nonlegal Explanatory Notes accompa
nying the nomenclature provide a commentary on 
the scope of each heading in the HS but are not 
to be regarded as dispositive of classification. For 
each 4-digit heading, the Notes generally list spe
cific products that are included and excluded 
from the heading; provide technical descriptions 
of the articles covered according to, for example, 
their appearance, properties, methods of produc
tion, and uses; and give other practical guidance 
for identifying articles falling within the scope of 
the heading. 

Classification issues are addressed by the 
Committee which will, as appropriate, prepare 
decisions on the classification of various products, 
subject to the Council's approval. When suffi
cient importance is deemed to attach to an opin
ion, it will be published by the Council as a guide 
to the interpretation of the HS. The Explanatory 
Notes and Classification Opinions are not legally 
binding, and are merely intended to provide guid
ance. However, because the Convention is in
tended to be a dynamic instrument rather than a 
static one, the intentions of the Contracting Par
ties as expressed on a continuing basis through 
the advice and guides to interpretation issued by 
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the Council will be considered in the interpreta· 
tion of both the HS and the various HS-based na
tional tariffs (including the Harmonized Tariff 
Schedule of the United States (HTS)). 

The Harmonized Tariff Schedule of the 
United States 

As noted in the CCC discussions in earlier 
editions of this repon, the United States has been 
involved in the development of the HS since its 
inception. Several drafts of the Tariff Schedules 
of the United States (TSUS) converted into the 
nomenclature structure of the HS were prepared, 
beginning in 1983 with a repon prepared by the 
U.S. International Trade Commission (USITC) at 
the direction of the President. The latest publica
tion, entitled Harmonized Tariff Schedule of the 
United States: Annotated for Statistical Report· 
ing Purposes (1st ed., USITC Publication 2030 
with supplement), may soon be enacted and im
plemented, replacing the TSUS. As noted in the 
introduction above, provisions to do so were con
tained in the omnibus trade bill passed by Con
gress in 1988 and vetoed by the President. The 
rates of duty to be enacted with the 8-digit sub
headings are derived from existing TSUS duty 
rates. The new schedule would, once enacted, 
become effective upon proclamation by the Presi
dent. 

The new U.S. tariff schedule based upon the 
HS would have product categories known as sub
headings (because of their relationship to interna
tional-level headings) designated by 8-digit 
numbers. For example, HS heading 0102 covers 
live bovine animals, and subheading 0102.10.00 
(in reality a 6-digit international-level provision 
not further subdivided by the United States) cov
ers purebred breeding animals. These legal cate
gories can be further subdivided for statistical 
purposes; in the above example, a statistical an
notation for male dairy animals is designated as 
0102.10.0010. 1 

Implementing Legislation 

. The Harmonized Tariff Schedule Implemen
tation Act would make the domestic legal changes 
that are needed to permit the United States to 
~ccede to the Convention-in particular, repeal· 
mg the current TSUS and adopting the HTS. 

Agency Responsibilities 

The legislation provides that the United 
States Trade Representative (USTR) will be re 

1 See USITC Publication 2030, cited above and Conver
sion of the Tariff Schedules of the United States Anno
tated int.o the Nomenclature Structure of the 
Harmonized System: Report on ln11est~8ation No. 
311-JJJ Under Section 332 of the Tariff Act of 1930 
USITC Publication 1400 (June 1983). ' 
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sponsible for the coordination of U.S. trade pol· 
icy in relation to the Convention. Prior to formu
lating any U.S. policy position with respect to the 
Convention, including any proposed amendments 
thereto, the USTR is directed to seek and con
sider information and advice from interested par
ties in the private sector and from interested 
Federal agencies. 

The U.S. Department of the Treasury, the 
U.S. Depanment of Commerce, and the U.S. In· 
ternational Trade Commission will be primarily 
responsible for formulating U.S. Government po
sitions on technical and procedural issues and will 
represent the U.S. Government. The Treasury 
will be responsible for matters related to U.S. 
classification practice and customs administration: 
the Commission will continue to be responsible 
for assuring that the Convention recognizes the 
needs of the U.S. business community for a no
menclature that reflects sound principles of com
modity identification, modern producing 
methods, and current trading patterns and prac· 
tices: and Commerce (Bureau of the Census) will 
be responsible for trade statistical matters. The 
U.S. Department of Agriculture and other inter
ested Federal agencies are to provide technical 
advice and assistance to Treasury, Commerce, 
and the Commission. In particular, Agriculture 
will provide expertise regarding agricultural trade 
programs and related quotas. 

To carry out their responsibilities arising from 
the implementation of the Convention, under sec
tion 484(e) of the Tariff Act of 1930, as 
amended (19 U.S.C. 1484(e)), the Secretary of 
the Treasury, the Secretary of Commerce, and 
the Commission will prepare technical proposals 
for submission to the CCC and provide suppon in 
the development of U.S. Government positions. 
Private and public sector advice will be sought in 
this process. 

In addition, the Commission is directed to in
vestigate all protests and petitions to the Customs 
Service under the TSUS that resulted in judicial 
decisions published during the 2-year period be
ginning on September 1, 1987, and that would 
have affected tariff treatment if they had been 
published after enactment of the new tariff. The 
Commission will report the results of the investi
gation and recommend any changes that it would 
have recommended if the final decisions con
cerned had been made prior to the conversion to 
the HTS. The President is directed to review the 
Commission's recommendations and to proclaim 
such changes, if any, which he decides are neces
sary or appropriate to conform the HTS to the 
final judicial decision. Some entries could be 
liquidated or reliquidated in accordance with the 
final judicial decision under the TSUS, and oth
ers wilt be liquidated or reliquidated in accor
dance with the HTS. 



Administration of the Convention and the 
Harmonized Tariff Schedule 

The implementing legislation provides that, 
following U.S. accession to the Convention and 
effective implementation of the HTS, the Com
mission must keep the HTS under continuous re
view. Thereafter, at such time as amendments to 
the Convention are recommended by the Council 
for adoption, and as other circumstances warrant, 
the Commission will recommend to the President 
any necessary or appropriate modifications to the 
HTS. On the basis of Commission recommenda
tions, the President may proclaim modifications 
to the HTS if he finds such action to be in confor
mity with U.S. obligations under the Convention 
and not against the national economic interest of 
the United States. 

The Commission is also directed to keep the 
HTS, along with its related statistical annotations, 
related statistical information, and such other 
matters as the Commission determines to be nec
essary or appropriate to carry out the purposes of 
the Convention, up to date. At appropriate inter
vals, the Commission will compile and publish this 
information. The Commission will likewise pre
pare, in consultation with other Federal agencies, 
a report regarding the operation of the imple
menting act during the 12-month period com
mencing on the effective date of the HTS. The 
report is to be submitted to the Congress and the 
President within 6 months of the end of the 
12-month period. 

Statistical Programs 

Once the HTS takes effect, the Department 
of Commerce will compile the import and export 
trade statistics of the United States and make 
them available to the public in HS terms, as it 
does under current law. 

Advantages of U.S. Adoption 

Accession to the Convention and the adop
tion of the Harmonized System in the United 
States will bring many benefits. The HTS would 
represent a modernization of the tariff nomencla
ture, bringing it more in line with commercial re
alities, current patterns of international trade and 
evolving technological developments. 

Accession to the Convention will enable the 
United States to provide better guidance and ad
vice to U.S. exporters regarding the foreign classi
fication of U.S. exports. Specific disputes 
involving the classification of U.S. exports im
ported by our trading partners may be settled un
der the Convention's dispute settlement 
procedure. Moreover, the United States will be 
able to influence the outcome of specific disputes, 
as well as the general interpretation and develop
ment of the HS, through membership in the Har
monized System Committee of the CCC. 

In addition to being incorporated in commer
cial and other private sector reporting systems, 
the Harmonized System will facilitate the interna
tional standardization and automation of trade 
documentation and may be used for the purposes 
of freight tariffs and transport statistics as well. 
Thus, the accuracy, transparency, and compara
bility of international trade data will provide the 
United States with a better basis on which to 
make decisions in trade negotiations, and the uni
form, standardized nomenclature and coding sys
tem will greatly improve the environment in which 
U.S. businesses operate overseas. 

Implications of Delayed U.S. 
Implementation 

The complexities of both the conversion of 
countries' tariffs and the negotiation of duty rates 
needed to maintain trade agreement concessions 
delayed the target date for the Convention until 
January 1, 1988. The Convention entered into 
force on that date in the EC, Canada, Japan, and 
many other countries. It is not clear when the 
U.S. Congress will pass the necessary legislation 
to give effect to the Convention. The delay in 
U.S. implementation of the HTS has had_ many 
ramifications for both the United States and for 
the trading community. As long as the United 
States employs a tariff classification system differ
ent than those of its major trading partners, the 
benefits of statistical comparability are delayed. 

Private sector parties have faced consider
able uncertainty. Because of the internationally 
agreed target date or January 1, 1988, for the 
Convention's entry into force, adjustments were 
made in paper documentation and computer pro
grams. Long-term arrangements were made 
based on HTS terminology, rates of duty, and 
HTS provisions setting out U.S. quantitative re
strictions on imports. Export documents in par
ticular had to be converted into HS-based terms, 
as foreign governments and our own Bureau of 
the Census converted their respective import and 
export systems. When it became clear that U.S. 
implementation would not occur as scheduled, 
most of these changes had to be undone or put 
aside. Export visas required to enter certain arti
cles subject to quota into the United States are, 
however, to be submitted in HTS terms, because 
these changes are particularly expensive to ac
complish and to undo. 

Similarly, in the public sector, considerable 
expenditures of time and money were made with 
the goal of implementing the HTS on January 1, 
1988. As yearend 1987 approached, additional 
efforts to permit the continued use of the existing 
TSUS and Schedule B were necessary. Because 
it is unclear when the HTS will be made effective, 
it is necessary for both the public and the private 
sectors to maintain up-to-date versions of the 
TSUS and the HTS. 

1-15 



The delay may also have an adverse impact 
on the operation of many U.S. trade agreements. 
Bilateral agreements such as the many textile and 

apparel restraint arrangements may be more diffi
cult to administer, and the proposed free-trade 
area agreement with Canada will need to be 
renegotiated if the HTS is not given effect by 
January 1, 1989. 
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The United States will not be able to begin 
full voting participation in the initial activities of 
the Committee and the Council under the Con
vention until the HTS is implemented. These ac
tivities, which may determine how the HS will be 
maintained in the future, include the first meeting 
of the Committee (replacing the previous Interim 
Harmonized System Committee) which occurred 
in March 1988. 



CHAPTER 2 

THE GENERAL AGREEMENT 
ON TARIFFS AND TRADE AND 

THE TOKYO ROUND 
AGREEMENTS 

INTRODUCTION 

In 19 8 7, the General Agreement on Tariffs 
and Trade (GA TT) celebrated its 40th anniver
sary and began work on the eighth round of mul
tilateral trade negotiations, the Uruguay Round. 
Negotiated in 1947 among 23 countries, the 
GAIT had a membership of 95 countries at the 
end of 1987, with several more countries seeking 
to accede. The term GAIT has come to refer to 
both a multilateral agreement and an organiza
tion .1 Thus, the GAIT is both a comprehensive 
set of rules governing most aspects of interna
tional trade and a forum sponsoring discussions 
and negotiations of any and all trade-related con
cerns members may raise. 

Administration and governance of the GA TT 
are conducted by the Contracting Parties2 and the 
Council of Representatives (the Council). The 
Contracting Parties and the Council also oversee 
implementation of the Tokyo Round agreements. 
The Contracting Parties meet annually to oversee 
the operation and direction of GATT. The an
nual sessions provide a forum for review of GA TT 
activities pursued during the preceding year and 
for decisions on work for the following year. In 
the interim, the Council usually meets monthly to 
oversee virtually all GA TT activities and to act on 
behalf of the Contracting Parties on both routine 
and urgent matters. Proposals that are particu
larly controversial, as well as those in the forma
tive stage, are debated at Council meetings until 
consensus on a course of action is reached. 
Work is then parceled out to committees or spe
cially created bodies. Figure 2-1 presents the or
ganizational structure of the GA TT. 

This chapter reports on 1987 developments 
in the Uruguay Round negotiations, activities of 
the GATT Contracting Parties, the Council, and 
the committees of the GATT, and actions taken 
under GA TT articles. The final section reviews 
the activities of the bodies responsible for imple
mentation of the Tokyo Round agreements cover
ing nontariff measures and certain sectors 
(aircraft, meat, and dairy products). 

1 In this chapter, the acronym GA TT, as commonly 
used, refers not only to the agreement but also to the 
secretariat and bodies administering it and to the whole 
or trade-related activities carried out under its auspices. 
The use or the term General Agreement refers solely to 
the actual legal document. 
a In this report, the conventional practice is followed or 
using the term "Contracting Parties" (capitalized) to refer 
to the parties to the General Agreement •~ting formally 
as a body. References to individual co111tractlng parties, 
or to several contracting parties, &re !~wercase. 

GATI ACTIVITIES DURING 1987 
In 1987, the groups formed to conduct the 

Uruguay Round negotiations began a series of 
meetings. The groups' aims for 1987 were to 
complete the initial phases of negotiations. Sig
nificant resources of the country delegations and 
the GA TT Secretariat were devoted to the activi
ties of these groups. Thus, the regular and rou
tine activities of the GA TT were fairly low key 
this year compared with those in previous years. 
Other notable events in 1987 include the acces
sion of three new countries to the GA TT-An
tigua and Barbuda, Morocco, and Botswana-and 
preparations, overseen by the Committee on Tar
iff Concessions, for implementation of the Har
monized System by many contracting parties. 
Also during 1987, several new dispute settlement 
cases were undertaken. 

Uruguay Round Negotiations 
A meeting of GA TT trade ministers held in 

Punta del Este, Uruguay, on September 15-20, 
1986, initiated the Uruguay Round of Multilateral 
Trade Negotiations (MTN). The resulting Minis
terial Declaration scheduled 4 years of negotia
tions in which participants are expected to 
consider proposals to improve the GA TT rules, 
notably those covering agriculture, subsidies, safe
guards, dispute settlement, and nontariff meas
ures (NTM's). New areas of negotiation on 
services, intellectual property rights, and invest
ment measures were also included.3 

Enrique Iglesias, Chairman of the Trade Ne
gotiations Committee (TNC), observed in Octo
ber 19 8 7 that over the last year, there has been 
"a wealth of ideas and proposals submitted by 
participants in the negotiating groups." Acknowl
edging that "as proposals are submitted, the dif
ferences between participants become more 
obvious," he added that "if difference did not ex
ist, we would not need the negotiations. "4 By 
yearend 1987, the negotiating groups had com
pleted three cycles of meetings and, for the most 
part, had completed the initial phase-the tabling 
of concrete proposals upon which to begin nego
tiations. 

The Ministerial Declaration established a 
Trade Negotiations Committee (TNC) that began 
meeting before the end of 1986 to initiate its task 
of coordinating negotiating activities. The TNC is 
responsible for oversight of every aspect of the 
negotiations. Also formed were a Group of Nego
tiations on Goods (GNG) and a Group of Nego
tiations on Services (GNS). Both groups report 
to the TNC. Fourteen topical negotiating groups 
report to the GNG. The GNS does not have sub
groups. 

3 For full text of the Ministerial Declaration, see app. A 
of Operation of the Trade Agreements Program, 38th 
Report, 1986, USITC Publication 1995, July 1987. 
• GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 008, Oct. 
2, 1987, 
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Figure 2-1 
Organlzatlonal structure of th• QATT, 1187 
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Trade Negotiations Committee 

At the beginning of 1987, the TNC adopted 
decisions concerning the standstill and rollback 
commitment and the structure of negotiations. 
Proposals for a Ministerial-level, mid-term review 
of the Uruguay Round were welcomed by the 
TNC. The Committee agreed that the meeting 
should take place in late 1988 and Canada of
fered to provide the venue. 1 At yearend 19 8 7, 
the TNC met to hear the reports from the chair
men of the Group of Negotiations on Goods, the 
Group of Negotiations on Services, and the Sur
veillance Body. Their 1987 activities are summa
rized below. 

Surveillance Body 

GA TT members viewed the development of 
protectionism since the end of the 1970's as ne
cessitating the adoption of firm standstill and roll
back commitments that would go beyond simple 
efforts by governments to do their best to avoid 
introducing or maintaining protectionist meas
ures.2 The Surveillance Body is responsible for 
overseeing the standstill and rollback commit
ment. Participants may bring actions or measures 
taken by itself or other members to the attention 
of this body through notification to the GA TT 
Secretariat.a 

In 1987, the body began to examine notifica
tions from delegations complaining of breaches of 
the commitments and to host discussions of these 
complaints. In October meetings, for example, 
Japan and Australia complained to the Surveil
lance Body of measures imposed by the United 
States. Japan alleged that the U.S. tariff in
creases on Japanese electronic products violated 
the standstill agreement. Australia submitted a 
notification to the committee regarding the in
crease in funding for the U.S. Export Enhance
ment Program announced in July 1987. Australia 
described the increase as an attempt to escalate 
the use of export subsidies on agricultural prod
ucts. 4 

1 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 013, Dec. 
21, 1987. In its February 1988 meeting, the TNC de
cided to hold the mid-term review on Dec. 5, 1988 in 
Montreal. 
2 GATT Ministerial Session-Background Notes, GATT 
Press Release No. 1395, Sept. 10, 1986, pp. 2-3. 
3 Notifications so addressed to the Surveillance Body are 
then circulated to all participants, along with any com
ments or other factual information received. Procedures 
on rollback commitments operate in a similar fashion 
except that consultations concerning a possible rollback 
commitment are undertaken by interested parties and the 
results reported to the Surveillance Body. "The Uruguay 
Round-Decisions of 28 January 1987," GATT Press 
Release No. 1405, Feb. 5, 1987, p. 4. 
4 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 010, Nov. 
3, 1987. 

l~ 

Group of Negotiations on Services 
The objectives of the GNS are to expand and 

liberalize serlices trade by establishing a multilat
eral framework of principles and rules and elabo
rating possible disciplines for individual service 
sectors. The initial phases of services negotiations 
were hammered out in the January 1987 meetings 
of the GNS. This phase consists of discussions on 
a list of items that includes definitional and statis
tical issues, broad concepts, existing arrange
ments, and current practices that are perceived as 
barriers.s 

Group of Negotiations on Goods 
At the yearend review, participants in the 

ONG agreed that progress thus far was satisfac
tory, but that the momentum must be maintained. 
Many delegations at the November ONG meeting 
stressed the importance of the standstill commit
ment in view of continuing global economic diffi
culties. a 

The ONG designated 14 issue-specific negoti
ating groups in which national delegates must ad
dress the various Uruguay Round agenda items. 
The 14 subgroups began meetings in the spring of 
1987. Highlights of the activities throughout 1987 
of these negotiating groups are described below. 

Tariffs7 

The negotiating objectives for tariffs call for 
the reduction or elimination of tariffs. In the in
itial phase., participants have submitted proposals 
on possible tariff-cutting approaches. The neces
sary statistics and information including tariff 
study files and the Harmonized System (HS) data 
base will be used in negotiations. Subsequently, 
the bilateral phase of negotiations on individual 
tariffs will begin.a 

In April, the tariff group debated the possible 
use of a tariff-cutting formula as used in the To
kyo Round. Some participants suggested that a 
request-offer approach might be more useful.9 
One delegation proposed that all industrial tariffs 
(except those on mineral and forestry products) 
be eliminated. A suggestion was also made that 
developing countries could contribute to negotia
tions by increasing the number of GA TT bindings 
on their tariffs. 10 

11 For further discussion on Uruguay Round developments 
related to services see ch. 3. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 010, Nov. 
3, 1987. 
7 Tariff-cutting exercises, traditionally featured in trade 
rounds, have substantially reduced tariff levels over the 
last 40 years. At times, an across-the-board, tariff-cut
ting formula was used, with general rules for departures 
from the formula. Tariff negotiations entail binding 
commitments not to impose tariffs that are above agreed
upon levels on specific products. 
1 "The Uruguay Round-Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. 5, 1987, p. 9. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 004, May 
22, 1987. 
10 Ibid. 
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At the October meetings two new proposals 
were tabled. One proposal called for narrowing 
the gap between overall tariff levels of the con
tracting parties by combining the use of a formula 
approach to the highest tariffs with a request-offer 
approach to mid-level tariffs. The other submis
sion proposed a formula approach used in the Tcr 
kyo Round as a point of depanure for funher 
discussion. Both of the submissions called for the 
binding of tariffs on all industrial products. 1 

In mid-November the group met to consider 
three new proposals tabled by panicipants on ne
gotiating approaches. One delegation proposed a 
tariff cutting formula that included special and 
differential treatment for developing countries 
and also called for increasing the number of tariff 
bindings by developing countries. Another pro
posal suggested using an integrated approach to 
negotiating reductions on tariffs and nontariff 
measures, including subsidies, and offered a 
measurement technique for assessing reductions 
in domestic subsidies. The third negotiating ap
proach consisted of the use of a tariff formula for 
use by developed countries and a range of options 
for developing country negotiations.2 

Nontariff measures 

In negotiations on nontariff measures, the 
central aim, like that in tariff negotiations, is to 
liberalize global market access. To meet these 
objectives, negotiations began by examining the 
issues and working on completing information for 
the data base on quantitative restrictions and 
other nontari(( measures. Panicipants in the 
group are first submitting proposals on possible 
negotiating techniques that could apply. Follow
ing this phase, negotiators plan to table detailed 
requests for bilateral or plurilateral negotiations 
on specific measures.3 This facet will consist of 
tradeoffs to eliminate and reduce nontariff barri
ers modeled after the concession swapping associ
ated with tariff negotiations. 

By April, two approaches to the NTM nego
tiations had emerged. Some participants favored 
a clear distinction between those measures that 
are and those that are not consistent with the 
General Agreement. The GA TT-inconsistent 
measures, they argued, should not be negotiated 
upon but should be dismantled unilaterally by the 
imposing country. Other participants argued that 
distinguishing between the consistent and incon
sistent measures was too formidable a task and 

1 GATT, "News of the Uruguay Round of Mullilateral 
Trade Negotiations," Press Release No. NUR 010, Nov. 
3, 1987. 
2 GATT, "News of the Uruguay Round of Mullllateral 
Trade Negotiations," Press Release No. NUR 012, Dec. 
JO, 1987. 
3 "The Uruguay Round - Decisions or 28 January 1987 I II 
GATT Press Release No. 1405, Feb. 5, 1987, p. 10. 
The group has set a date of June 30, 1988, for the initial 
tabling or requests. 

2-4 

would only slow negotiations. Participants in the 
group also differed over whether they should 
cover nontariff measures that may be addressed 
in other groups such as textiles, tropical products, 
or agriculture." The differencea of opinion on 
both of these issues continue to underlie debate 
among participants, without unduly hindering 
progress in a practical sense at this time. 

In October, discussion continued on the pos
sible approaches to negotiations and suggestions 
were raised concerning the data base on quantita
tive restrictions and other nontariff measures. 
The group's Chairman suggested that the data 
base be enlarged to include all participants. 
Many panicipants urged that bilateral negotia
tions on nontariff measures be held under multi
lateral scrutiny. Other delegations called for a 
negotiating approach that integrates the nontariff 
measure negotiations with those of tariffs. Re
garding proposals for a formula approach to nego
tiations, some delegations doubted that this was 
feasible, and others thought it could be applied to 
measures such as quotas.& In November, discus
sions continued on proposals for negotiating ap
proaches. One country announced that it was 
prepared to eliminate all its quantitative import 
measures designed to protect domestic industries. 
Another delegation explained its proposal for In
tegrated request-offer procedures.& 

Agriculture7 

Under the negotiating plan adopted in Janu
ary 19 8 7, the negotiators initially worked on iden
tifying major problems, drawing on the work 
accomplished since 19 8 3 in the Committee on 
Trade in Agriculture, and on gathering further in
formation on agricultural measure!i and policies. 
In May, the agriculture group continued this 
process of identifying major problems and began 
to consider suggestions of basic principles to gov
ern world agricultural trade. Several delegations 
tabled papers presenting the basic principles that, 
in their view, should apply. Exposing agricultural 
trade to market forces and halting trade-distorting 
government intervention were proposed in many 
of these papers.a 

At the July meeting, the United States tabled 
a far-reaching proposal to integrate agriculture 

• GATTI "News or the Uruguay Round or Mullila1eral 
Trade Negotiations, 11 Press Release No. NUR 004, May 
22, 1987. 
5 GATTI "News of the Uruguay Round or Mullllateral 
Trade Negotiations, 11 Press Release No. NUR 010, Nov. 
3, 1987. 
11 GATT, "News of the Uruguay Round or Multilateral 
Trade Negotiations, 11 Press Release No. NUR 012, Dec. 
10, 1987. 
7 The negotiating objectives of the Agriculture Group are 
to achieve greater liberalization of trade In agriculture 
through (1) Improving market access, (2) Improving the 
competitive environment, and (3) minimizing the adverse 
trade effects of health and sanitary regulations. 
I GATT, "News or the Uruguay Round of Mullllateral 
Trade Negotiations, 11 Press Release No. NUR 004, May 
22, 1987. 



fully into the GATI system. The U.S. proposal 
urged the phasing out of distortive government 
support programs, including export subsidies1 af
fecting agriculture over a 10-year period. The 
proposal also suggested the harmonization of 
health related measures affecting agricultural 
trade. Many other delegations welcomed the 
U.S. proposal and called it a challenging stimulus 
to negotiations. 

At the same time, the use of a measure such 
as the producer subsidy equivalent (PSE) was 
proposed to provide a common denominator to 
negotiate reductions.2 A number of delegations 
expressed interest in using such a measure. Some 
delegations expressed doubts about the U.S. pro
posal, noting that agricultural policies and condi
tions are not homogeneous across countries. 
Others wondered if the proposal was realistically 
negotiable. 

By the end of October, the group had re
ceived numerous proposals from delegations, in
cluding separate proposals by the EC, the Cairns 
Group,3 and Canada (also a member of the 
Cairns Group). The EC proposal called for es
tablishing a better balance between supply and 
demand and the phased reduction of the negative 
effects of agricultural support policies. The 
Cairns Group proposed the negotiation of a long
term framework with several elements. The pro
posal urges that tariffs be lowered or removed, 
the drafting of new GA TT rules and disciplines 
covering government agricultural support meas
ures, commitments to phase out aggregate levels 
of support, and a series of "early relief measures" 
such as freezes on access levels and export and 
production subsidies. Canada tabled a separate 
paper emphasizing, among other things, the need 
for a comprehensive approach covering subsidies 
and other access barriers, along with a phaseout 
of exemptions and waivers to GA TT rules:4 

By yearend, the group considered proposals 
from the Nordic countries and Japan. The group 
agreed that meetings in 1988 would focus on es
tablishing the negotiating process and further 

1 USTR, Press release No. 87131, Ocl. 26, 1987. 
2 PSE's have been developed through research under
lalcen by lhe Organizalion for Economic Cooperallon and 
Developmenl for several years. 11 Is essentially a meas
ure of governmenl expendilures on various kinds of na
llonal agricullural support measures. For a review of 
recenl OECD research on PSE's, see lhe OECD seclion 
or ch. 3. 
11 The Cairns Group Includes Argentina, Australia, Bra
zil, Canada, Chile, Colombia, Hungary, Indonesia, Ma
laysia, New Zealand, the Philippines, Thailand, and 
Uruguay. The group's name comes Crom the Australlan 
city where the members met In August 1986 and called 
for "the removal of market access barriers, substantial 
reduction of agricultural subsidies and the ellmlnalion, 
within an aftreed period, of subsidies affecting agricul
tural trade. ' 
4 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. 011, Nov. 12, 
1987. 

discussions on using some form of aggregate 
measurement of support in these negotiations.5 

Tropical products 

Negotiations on tropical products were in
cluded on the negotiating agenda in recognition 
of the importance of trade in this sector to devel
oping countries. Negotiators in this group are 
compiling background material and proposing 
techniques for negotiations. Negotiations on 
tropical products are expected to receive "fast 
track" treatment, i.e., to be completed ahead of 
some other issues.e 

In October, the EC tabled an offer to reduce 
progressively or eliminate tariffs and quantitative 
restrictions on a wide range of tropical products. 
This proposal was seen as a significant advance in 
negotiations of the Group on Tropical Products. 
The EC was the first major importer to make such 
a sweeping off er. Several conditions were linked 
to the EC offer, however. The EC called for mul
tilateral burden-sharing, reciprocity by the main 
beneficiaries, and a reduction of export restric
tions by the dominant suppliers of tropical raw 
materials. Although favorable to the EC ap
proach, some developing country delegations 
questioned why certain products were not in
cluded in the proposaJ.7 

In November, participants continued to sub
mit proposals on possible negotiating approaches. 
To wrap up the 1987 sessions, the group also 
asked the Chairman to prepare a summary of ne
gotiating proposals for use at the next meetings. 
Five African countries tabled a proposal that in
cluded: (1) harmonization of tariffs on processed 
and semiprocessed tropical products at the low 
rates; (2) binding of tariff rates, particularly duty
free entry of raw tropical products; (3) elimina
tion of internal taxes, global quotas, and 
discretionary licensing; and ( 4) easing sanitary or 
t~chnical standards. Another delegation pro
posed the use of a formula to bind tarms on tropi-

11 OATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. 013, Dec. 21, 
1981. 
•"The Uruguay Round - Decisions of 28 January 1987," 
OATT Press Release No. 1405, Feb. 5, 1981, p. 11. 
7 OATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 010, Nov. 
3, 1987. Defining which products are "tropical" prod
ucts and which are to be covered In negotiations has 
wrought disagreement among developed and developing 
countries. In general, developing countries favor a defi
nition with broad coverage, whereas developed countries 
favor a dei'lnltion that Is narrower In scope. Seven 
groups that have been Identified under the narrow defini
tion Include (1) tropical beverages, (2) spices, cut flow
ers, and plants, (3) certain oil seeds and vegetable oils, 
(4) tobacco, tobacco products, rice, manioc, and tropi
cal rools, (5) tropical fruits, (6) tropical wood and wood 
products and natural rubber and rubber products, and 
{?) jute and hard fibers. Even within Oiese categories, 
however, there Is disagreement over the product coverage 
for negotiations. For more Information see Vincent Ca
ble, "Tropical Products," In Tht Uruguay Round: A 
Handboolc on tht Mulitlattral Tradt Negotiations, J. 
Michael Finger and Andrzej OJechowski, eds., The 
World Bank (Washington, DC, November 1987). 
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cal products at a lower level, combined with re
quest-offer negotiations to reduce tariffs below 
that level. 1 

The United States presented a proposal in 
November referring participants to its proposal 
put forth in the agriculture group, noting that the 
majority of tropical products are agricultural. 
Also, the United States offered a faster track for 
the phaseout of restrictions on tropical agricul
tural products than for other agricultural prod
ucts. Regarding nonagricultural tropical products, 
the United States suggested negotiations employ
ing the request-offer procedure.2 

Sa/ eguards3 

Negotiations on safeguards are aimed toward 
arriving at a comprehensive agreement. Negotia
tors envision an agreement that will reinforce the 
disciplines of the General Agreement and elabo
rate on, among other things, transparency, crite
ria for action such as serious injury, digressivity," 
structural adjustment, compensation and retali· 
ation, and means for notification, consultation, 
surveillance, and dispute settlement. These basic 
elements have been the focus of inconclusive 
safeguards discussions in the past.s Participants 
in the safeguards group are first circulating papers 
on the various elements and reviewing previous 
GATr efforts on safeguards. Subsequently, par
ticipants wiU begin to draft and negotiate on the 
text of an agreement.& 

Two proposals on safeguards were tabled at 
the May meeting of the group. Both urged that 
article XIX action on safeguards continue to be 
taken on a nondiscriminatory basis. Another 
delegation proposed a safeguards agreement that 
would recommend adjustment assistance to in
jured domestic producers and allow action at the 
border only after a GATr determination. Five 
Pacific rim countries tabled a proposal that in
cluded suggestions for tougher criteria linking the 
injury of domestic producers to increased im
ports, the use of tariffs as the primary means or 
safeguard action, improved notification require
ments, a duration of no more than three years, 

I OATT, "News or the Uruguay Round or Multilateral 
Trade Negotiations," Press Release No. NUR 012, Dec. 
10, 1987. 
2 Ibid. 
3 Safeguards are emergency actions by governments, 
sometimes covered by GATT art. XIX, to temporarily 
restrain Imports to protect domestic Industries from an 
Influx or Imports and give them time to adjust to compe
tition. See testimony or Ambassador Clayton Yeutter 
before the House Ways and Means Committee on Sept. 
25, 1986. 
• Dlgresslvlty refers to the principle that safeguards 
measures should be enacted so as to be progressively 
reduced over time. 
11 See Op1ratlon of the Trade A1r11m1nts Pro&ram, 31st 
R1port, 1979, USITC Publication 1121, p. 54, and 34th 
Report, 1982, USITC Publication 1414, p. 17. 
• "The Uruguay Round - Decisions or 28 January 1987 I II 

OATT Press Release No. 1405, Feb. 5, 1987, p. 17. 
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and possible compensation for less developed 
countries affected by safeguard measures.7 

Three new proposals were considered in Oc
tober. One submission suggested, among other 
things, an emphasis on compensation rather than 
retaliation. It also proposed a requfrement for 
notification before implementation of a measures 
and creation of a body to settle safeguard dis
putes. Another proposal called for the elimina
tion of so-called grey-area measures, safeguard
like actions that are taken outside the scope of 
the GATr. One element of a third proposal was 
for developed countries to avoid applying safe
guard measures to developing countries. All 
three proposals agreed that the duration of safe
guard measures should be limited.9 

MTN agreements and arrangementsto 

This group's mandate is to work on improv
ing the operation of the codes negotiated during 
the Tokyo Round (except for the Subsidies Code 
which is addressed in a separate group). 11 The 
negotiators began by suggesting improvements to 
the MTN agreements and reviewing background 
papers prepared by the Secretariat. Negotiations 
on specific textual changes are the next phase. t2 

In Its May meeting, the group decided that 
all delegations, whether or not signatories to the 
codes, would be allowed to participate fully in the 
negotiations on the MTN agreements and ar
rangements. In 1987, much of the discussions of 
the group have addressed problems with the An
tidumping Code. A delegate representing a devel
oping country expressed several concerns. 
Among his concerns, he noted that some signato
ries' antidumping laws are either inconsistent with 
the code or are arbitrarily administered, that an
tidumping cases are on the rise, and that an
tidumping actions often result in trade barriers. 13 

Some elements of the Standards Code and 
the Subsidies Code were also discussed in the 

7 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 005, July 
3, 1987. 
• Although art. XIX currently Indicates that notification 
before Implementation is desirable, it is lenient in this 
regard and notification usually occurs after implementa
tion or a safeguard action. 
II GATT, "News or the Uruguay Round or Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 
10 The MTN agreements and arrangements, also known 
as "codes," were negotiated during the Tokyo Round. 
For descriptions or these instruments and accounts or 
recent activities under their auspices, see section on "Im• 
plementatlon or the Tokyo Round Agreements" later in 
this chapter. 
11 Some or the codes cover NTM's such as antldumplng, 
subsidies and countervailing duties (CVD's), standards, 
government procurement, customs valuation, and Import 
licensing. Three other agreements cover sector trade in 
bovine meat, dairy products, and civil aircraft. 
11 "The Uruauay Round - Decisions of 28 January 
1987, 11 OATT Press Release No. 1405, Feb. 5, 1987, 
p. 18 
13 OATT, "News of the Uruguay Round or Multilateral 
Trade Negotiations," Press Release No. NUR 005, July 
3, 1987. 



May meeting. On the Standards Code, one dele
gation submitted proposals on transparency in the 
drafting and implementation of national standards 
and certification rules. With respect to the Subsi
dies Code, one developing country delegation 1 

raised the prospect of arriving at an agreed inter
pretation of Subsidies Code anicle 14:5.2 

In September, panicipants continued discus
sion of proposed changes in the Antidumping 
Code and considered suggestions concerning the 
operation of other codes. Views were exchanged 
on aspects of the Antidumping Code such as de
termination of injury and definition of "domestic 
industry." On the Standards Code, a group of 
countries proposed a "code of good practice" for 
nongovernmental standardizing bodies and ex
tending major code obligations to local govern
ments. Another submission proposed changes in 
the accession procedures of the Government Pro
curement Code so as to encourage a greater num
ber of signatories from developing countries. 
Whether to improve aspects of the Impon Licens
ing Code was also discussed.3 

By November, the group had examined six of 
the MTN codes and had considered specific pro
posals regarding the Antidumping Code. At the 
November meeting, a proposal submitted by a 
group of countries questioned the current rele
vance of the Antidumping Code's definition of 
dumping since exporters are increasingly faced 
with antidumping measures when attempting to 
adapt to prevailing prices in foreign markets. An
other proposal was tabled that stressed a need to 
examine the Code's application of the concept of 
"like products" to imported components or 
pans.4 

Subsidies and countervailing measures 

Distinct from the group on MTN agreements 
and arrangements, this group is examining the 
subsidies-related provisions of the General Agree
ment as well as the MTN code on subsidies and 
countervailing measures in order to improve all 
GA TT rules and disciplines relating to the meas
ures. The group's negotiators are submitting and 
examining these proposals together with other 
background papers and documentation. Drafting 
proposals will be tabled and negotiated in the 
next phase. s 

1 Ibid. 
1 Art. 14:5 of the Code stipulates that developing coun
tries "should endeavor to enter into a commitment to 
reduce or eliminate export subsidies" that are inconsis
tent with its competitive and development needs." For a 
further discussion of art. 14: 5, see Operation of the 
Trade Agreements Program, 38th Report, USITC Publi
cation 1995, July 1987, p. 2-17. 
:» GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 
• GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 012, Dec. 
10, 1987. 
11 "The Uruguay Round - Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. 5, 1981, p. 19. 

In June meetings, the observation was made 
that severe budgetary constraints of national gov
ernments and increasing awareness of the limited 
economic return of subsidies could lead to fruitful 
negotiations on subsidies. Some participants 
noted that the rules on subsidies needed to be 
clarified, and that once this was accomplished 
some of the problems associated with countervail
ing duty actions coulc1 be more easily resolved. A 
group of delegation':. pointed out the need to 
agree on the definition of a subsidy. Loopholes 
in existing countervailing duty rules, one delega
tion observed, have lead to unilateral and arbi
trary interpretations.& 

In October, participants continued to dis
agree on whether the group should focus on 
reaching agreement on basic definitions and con
cepts r~lated to subsidies or whether work should 
move ahead to examine substantive GA TT rules 
on subsidies. One delegation proposed that the 
issues could be broken down into three areas: (1) 
those for which existing rules are adequate, (2) 
those for which rules need to be revised, and (3) 
those requiring the negotiation of new rules. The 
group also exchanged views on other negotiating 
issues such as the criteria and definitions used in 
countervailing duty investigations and GA TT noti
fication procedures.7 In late October, more sub
missions were tabled on improving the Subsidies 
Code. '-· 'ne proposal noted that the code was in
adequate with respect to provisions on domestic 
subsidies. e 

GA TT articles 

While the work of other negotiating groups 
covers issues relevant to numerous articles of the 
GATT, this negotiating group has singled out cer
tain ones for particular attention to improving 
their effectiveness and observance. Negotiations 
are beginning with the preparation of factual 
background papers by the GA TT Secretariat on 
various articles and their application. Following 
this, negotiators plan to submit proposed texts for 
improving the operation of the articles.9 

At its May meeting, the group began discus
sions of three GA 'IT articles that had been pro
posed for review. The functioning of article 
XXIV (on customs unions and free-trade areas) 
was criticized for causing unintended discrimina
tion among contracting parties without adequate 
examination and clearance in the GA TT. Debate 
on article XXVIII (renegotiation of tariff conces
sions) focused on proposals to redefine the term 

11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 005, July 
3, 1987. 
7 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 
8 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 011, Nov. 
12, 1987. 
9 "The Uruguay Round - Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. 5, 1987, p. 13. 
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.. principal supplying interest" and "substantial in., 
terest." 1 Article XVII (on state trading) was criti
cized for lack of clarity .2 

In September, the participants continued dis
cussions of the articles raised in the May meeting 
and considered proposals on suggested changes. 
Some countries also proposed more stringent pro
cedures for the granting of GAIT waivers (art. 
XXV:S). A submission was tabled calling for re
view of GA TI balance-of-payments provisions, 
but a number of participants disagreed with the 
idea.3 

In October, some delegations expressed their 
continued doubts about the need for negotiations 
on articles pertaining to balance-of-payments re
strictions (arts. XII, XIV, and XVIII) and ex
change controls (art. XV). Meanwhile, one del
egation requested a review of additional GA 'IT 
articles on nonapplication of the agreement be
tween particular parties (art. XXXV) and acces
sion to the GA TI under procedures designed for 
former territories (art. XXVl:S) ,4 At November 
meetings, the group continued to consider various 
proposals on the GA 'IT articles under examina
tion.5 

Dispute settlement 

Negotiations on dispute settlement will aim to 
"ensure prompt and effective resolution of dis
putes ... to improve and strengthen the rules and 
procedures of the dispute settlement process. "8 In 
the initial phase of negotiations, participants in 
this group have reviewed submissions that analyze 
the functioning of the dispute settlement process 
and factual background papers by the Secretariat. 
Specific proposals for improvement were also ta
bled. 

Broad agreement was evident in June meet
ings of the group that the dispute settlement pro
cedures under the General Agreement have been 
working fairly well and that major reforms are not 
necessary. Short of major reform, however, 
many proposals for improvement have been ta
bled. Among these proposals are an enhanced 
mediation role for the Director General, binding 
arbitration, enforceable timetables for the stages 
of the process, a mechanism to address blockage 

1 These terms are used to indicate which suppliers have 
the right to participate in the tariff renegotiations. 
1 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 004, May 
22, 1987. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 009, Oct. 
27, 1987. 
• GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Prr.ss Release No. NUR 011, Nov. 
12, 1987. 

11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 012, Dec. 
10, 1987. 

11 "The Uruguay Round - Decisions of 28 January 1987, 11 

GATT Press Release No. 1405, Feb. 5, 1987, p. 20. 
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of the adoption of panel reports, and ensuring im
plementation of adopted recommendations.7 

At September meetings, participants tabled 
several new proposals and noted the emerging 
congruence of views on a number of issues. Such 
issues included the enhancement of the consulta
tion and mediation processes, improvement in 
certain procedures, and the removal of obstacles 
to adoption and implementation of panel reports. 
Some delegations suggested using a single text to 
elaborate all the dispute settlement procedures. 
The need for a conciliation phase in the dispute 
settlement process was particularly emphasized. 
Among the many proposals tabled were sugges
tions for creating a GA TI body specifically man
dated for overseeing dispute settlement or 
establishment of regular meetings of the GA TI 
Council dedicated to dispute settlement.a 

In November, the group reviewed proposals 
made throughout the year and considered some 
new proposals. Six countries jointly submitted a 
proposal to hold regularly occurring GA 'IT Coun
cil meetings on dispute settlement headed by a 
separate chairman. Several delegations suggested 
that disputing parties should be excluded from the 
decisionmaking process in order to facilitate re
solving disputes. To avoid prolonged negotiations 
on terms of reference for each panel, another 
delegation proposed the use of standard terms of 
reference for all panels,9 

Functioning of the GA TT system 

The objective of this negotiating group is to 
improve institutional features of the GA 'IT such 
as (1) surveillance and monitoring of trade poli
cies and practices, (2) the effectiveness of its 
decisionmaking, and (3) its relationship with 
other international organizations responsible for 
monetary and financial affairs. The group plans 
to develop texts of understandings or other ar
rangements relating to these aspects of the func
tioning of the GA'IT system.10 

GA 'IT surveillance mechanisms were the 
major topic of the June meetings of the group.11 
Some proposals suggested a more active role of 
the GA 'IT Secretariat in surveillance functions. 
A permanent surveillance body was also 

7 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 005, July 
3, 1987. 
8 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 009, Oct. 
27, 1987. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 012, Dec. 
10, 1987. 
10 "The Uruguay Round - Decisions of 28 January 
1987 1

11 GATT Press Release No. 1405, Feb. 5, 1987, p. 
23. 
11 Existing GA TT mechanisms for surveillance include 
the Uruguay Round Surveillance Body monitoring stand
still and rollback commitments, special GA TT Council 
meetings held twice a year on developments in the trad
ing system, the Committee on Trade and Development, 
the Balance- of-Payments Restrictions Committee, the 
Committees of the Tokyo Round codes, and the Textiles 
Surveillance Body associated with the MFA. 



proposed. Although participants widely acknowl
edged that better surveillance would enhance 
transparency, they disagreed on whether the pri
mary function should be to ensure compliance 
with GA TT rules or to offer an overview of trade 
trends and policy. 1 

In September, the group considered the rela
tionship between GA TT and international finan
cial organizations. Some delegations advocated 
closer cooperation to ensure that trade would be 
aptly considered in the formulation of broad in
ternational economic policies.2 

November meetings discussed the possibility 
of greater ministerial-level involvement in the 
GAIT. Some delegations proposed the forma
tion of a GA TT Ministerial body fashioned after 
the Consultative Group of 18, an existing body of 
the GA TT that functions like a steering commit
tee. Other delegations proposed ministerial par
ticipation in the annual session of the contracting 
parties.3 

Trade-related aspects of intellectual property 
rights 

The objective of the negotiations on intellec
tual property rights is to promote effective and 
adequate protection and to ensure that such pro
tection is not impleme~ted in ways that may ob
struct legitimate trade. Negotiators plan to 
develop a framework of principles, rules, and dis
ciplines covering trade in counterfeit goods. 

In June, 18 industrial countries submitted in
formation to the group on their trade problems 
experienced as a result of inadequate protection 
of intellectual property rights. Nevertheless, 
some other delegations persisted in their doubts 
about whether all of the issues concern trade and 
should be addressed in the group. In view of the 
lack of GA TT rules covering many of the issues 
raised, some delegations called for new rules, and 
others argued that this lack of rules confirmed 
that some issues are not appropriate for the group 
to address.4 

By September, the Secretariat had prepared 
a compilation of issues for participants to review. 
Most issues related to the enforcement, availabil
ity, scope and uses of intellectual property rights 
and their trade effects. Again, participants dis
agreed over whether the compilation illustrated 
significant trade effects or whether it presented 
issues exceeding the group's mandate.s 

1 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR OOS, July 
3, 1987. 
2 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 
3 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 012, Dec. 
10, 1987. 
4 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR OOS, July 
3, 1987. 
8 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 

In October, the United States tabled a com
prehensive negotiating proposal regarding protec
tion of intellectual property rights. The United 
States proposed a GA TT intellectual property 
agreement to reduce distortions and impediments 
to trade caused by deficient protection and en
forcement. The proposed agreement would set 
out norms to be implemented at the national 
level, with enforcement aided by GA TT consulta
tion and dispute settlement mechanisms. Some 
delegations viewed the U.S. proposal favorably, 
and others argued that the proposal went beyond 
the Uruguay Round Ministerial Declaration. 
Other delegations raised concerns that the U.S. 
proposals and others tabled thus far raised com
plicated issues regarding, among other things, the 
relationship of GA TT action to work in other or
ganizations such as the World Intellectual Prop
erty Organization.a 

Trade-related investment measures 

The group's mandate is to examine GAIT 
articles that could apply to trade restrictive and 
distorting effects of investment measures and to 
develop means to avoid their adverse effects on 
trade. In the first stages, negotiators are identify
ing relevant GA TT articles and defining areas of 
negotiation. Subsequently, the group will negoti
ate on proposals tabled by participants.7 

In June meetings, four countries tabled pa
pers describing the trade restrictive or distorting 
effect of investment measures. The papers identi
fied measures such as local content and export 
performance requirements, domestic sales re
quirements, local equity and remittance restric
tions, and technology transfer requirements. 
Certain GA TT articles were cited as relevant to 
the trade effects of these measures. The most 
frequently cited articles included those on na
tional treatment (art. III), antidumping and 
countervailing duties (art. VI), publication of 
trade regulations (art. X), quantitative restrictions 
(art. XI), subsidies (art. XVI), and state trading 
(art. XVII).e 

In October, the group began a detailed ex
amination of GA TT articles identified as relevant 
to the trade effects of certain investment meas
ures. Many participants expressed the view that 
art. III (on national treatment) was applicable to 
local content requirements that resulted in local 
products receiving more favorable treatment than 
imported products. GAIT provisions on an
tidumping (art. VI) and subsidies and counter
vailing measures (art. XVI) were also discussed 
with regard to export performance requirements. 

11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 011, Nov. 
12, 1987. 
7 "The Uruguay Round - Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. S, 1987, p. 22. 
8 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR OOS, July 
3, 1987. 
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While some delegations argued that export per
formance requirements could result in dumped 
and subsidized exports, other delegations doubted 
the link and called for specific evidence of these 
effects.1 By early November, the group had com
pleted its initial review of GA IT articles related 
to trade effects of investment measures and asked 
the Secretariat to prepare a compilation of views 
as a basis for further discussion.2 

Natural resource-based products 

Tariffs, NTM's, and tariff escalation affect
ing trade in processed and semiprocessed natural 
resource products is the focus of these negotia
tions. Negotiators are first reviewing the work un
dertaken since 1982 by the Working Party on 
Natural Resources in order to develop a factual 
basis and to determine negotiating techniques. 
Later, requests and offers may be tabled.3 

In April, participants raised several potential 
topics for negotiations. Among the topics were 
price fixing, dual-pricing policies (resulting in sub
sidies), restrictive business practices condoned by 
governments, government involvement (in terms 
of support, subsidy, ownership, and management) 
in trade, access to supplies, restrictions, and taxes 
on exports, and tariff escalation.4 The October 
meeting continued discussions of issues raised 
earlier. Also, participants reviewed the scope and 
definition of issues to be covered by the group.5 

At the November meeting, a leading natural 
resource-producing country tabled a proposal 
calling for the elimination of tariffs and nontariff 
measures on natural resource-based products 
within 10 years. Under this proposal, all relevant 
tariffs would be bound and a freeze would be im
posed on export subsidies. Participants discussed 
this and other proposals and planned how to pro
ceed to the next phase of negotiations.8 

Textiles and clothing 

The objectives of the textiles and clothing 
negotiations are to develop a means to eventually 
integrate this sector into the GATT. Initially, the 
work of various GA TT groups responsible for 
covering these issues is being reviewed, and exist 

1 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 009, Oct. 
27, 1987. 
2 GATT, "News of the Uruguay Round of Multila1eral 
Trade Negotiations, 11 Press Release No. NUR 011, Nov. 
12, 1987. 
3 "The Uruguay Round - Decisions of 28 January 1987, 11 

GATT Press Release No. 1405, Feb. S, 1987, p. 12. 
• GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 004, May 
22, 1987. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations," Press Release No. NUR 010, Nov. 
3, 1987. 
11 GATT, "News of the Uruguay Round of Multilateral 
Trade Negotiations, 11 Press Release No. NUR 012, Dec. 
10, 1987. 
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ing documentation updated. Later, the group 
plans to examine specific techniques for integrat
ing the sector more fully into the GAIT regime.7 

Work of Standing Committees 

Standing committees of the GA IT attended 
to their regular responsibilities in 1987, as de
scribed below. Some committees were less active 
this year than in previous years because of the 
demands of Uruguay Round activities on the re
sources of the Secretariat and country delega
tions. The Group on Quantitative Restrictions 
and Other Nontariff Measures is no longer in
cluded in this section because it was dissolved last 
year as having completed its aims. Also, because 
the work of the Committee on Trade and Agricul
ture is presently subsumed by the Uruguay Round 
negotiating group on agriculture, it did not meet 
in 1987. 

The Consultative Group of 18 (CG-18) 

The CG-18, which operates like a steering 
committee of the GAIT, met once in 1987. 8 

Discussions of the group focussed on the role of 
the Uruguay Round and ongoing GAIT activities 
vis-vis current economic conditions. Members 
observed that continuing tensions in trade policy 
are keeping protectionist pressures alive. 
Whereas the Uruguay Round may offer medium 
and long-term solutions to some of these frictions, 
the group noted, existing GAIT mechanisms 
must be employed to alleviate current trade dis
putes. The group urged firm observance of the 
Uruguay Round standstill and rollback commit
ments and pushing forward negotiations as rapidly 
as possible. 

Tariff Concessions 

The Committee on Tariff Concessions, man
dated by the Tokyo Round of Multilateral Trade 
Negotiations, was established in 1980. The Com
mittee manages the gradual reduction of tariffs 
and oversees maintenance of GA IT tariff sched
ules.9 It also provides a forum for discussion on 
any tariff-related concerns. As part of this man
date, the Committee oversees the GA IT arti
cle XXVIII (amendment of tariff schedules) 
negotiations associated with preparations for im
plementation of the new tariff nomenclature 
known as the Harmonized Commodity 

7 "The Uruguay Round - Decisions or 28 January 1987, II 
GATT Press Release No. 1405, Feb. 5, 1987, p. 13. 
For further details on Uruguay Round activities on tex
tiles see ch. 3. 
8 The group discusses formative issues and assists the 
Contracting Parties in assessing formulation and imple
mentation of GATT policies. The CG-18 was estab
lished on a temporary basis in 197 5 and was made 
permanent in 1979. Its membership, consisting of both 
developed and developing country members, rotates an
nually. 
8 GATT Activities 1986, Geneva, June 1986, pp. 23-24. 



Description and Coding System (the Harmonized 
System).1 

During 1987, the bulk of the Committee's 
activity focused on article XXVIII negotiations as
sociated with member's transposing tariff sched
ules into the Harmonized System.2 At the July 
deadline for submitting the results of negotiations 
to the Committee, five countries had completed 
negotiations.3 These countries annexed their 
transposed GA 1T schedules to the text of the Ge
neva ( 19 8 7) Protocol. 4 As other countries had 
not completed their negotiations, the Committee 
decided to establish a second Protocol with a 
deadline of November to annex the new sched
ules. Both Protocols enter into force on January 
1, 1988. 

The Committee continued its ongoing efforts 
related to the Harmonized System data base and 
the compilation of looseleaf schedules of GA IT 
tariff concessions.s More delegations were urged 
to join the data base in order to achieve greater 
transparency. Also, delegations that had not as 
yet submitted their schedules in looseleaf form 
were urged to do so. By the end of 1987, 46 
contracting parties had submitted the looseleaf 
schedules. 

Trade and Development 

The Committee on Trade and Development 
(CTD) is responsible for examining issues of in
terest to developing countries in the area of inter
national trade. Under this mandate, the 
Committee monitors developments in interna
tional trade and reports on the effects of these 
developments on developing countries' econo
mies. Also, the Committee oversees implementa
tion of the provisions of part IV of GA IT and 
monitors the operation of the "enabling clause."8 

1 The Harmonized Sys1em was implemen1ed by many 
countries on Jan. 1, 1988. Developed by the Customs 
Cooperation Council in Brussels, the Harmonized System 
unifies and standardize the nomenclature used in the 
classification of traded goods for duty and statistical pur
poses. For more details, see the section on the Harmo
nized System in ch. t. 
2 To adopt this new nomenclature structure, contracting 
parties needed to renegotiate tariff concessions under art. 
XXVlll to reestablish the balance of concessions 
achieved in previous tariff rounds and agreements. 
3 These countries were Japan, Finland, Sweden, Nor
way, and New Zealand. 
4 Contracting Parties agreed to use a comprehensive pro
tocol to publish the results of the Harmonized System 
negotiations. 
1 GATT members view the data base, in conjunction 
with the tariff study file, as an important asset in the 
Uruguay Round negotiations. 
1 Pt. IV, added in 1969, and the "enabling clause," 
negotiated during the 1979 Tokyo Round, allow special 
consideration of interests of developing countries. The 
enabling clause allows developing countries to receive 
differential and more favorable treatment from other 
GATT members with regard to the following (1) tariffs 
accorded under the Generalized System of Preferences; 
(2) nontariff measures (NTM's) governed by GATT 
codes: (3) tariffs and, under certain "Onditions, NTM's 
among developing countries under regional or global 
trade arrangements; and (4) measures applied to the 
least developed countries In particular. The enabling 
clause also provides for adherence by developing coun
tries to the obligations of GA TT membership that is 
commensurate with each country's level of economic 
development. 

During 1987, the Committee met in June and 
October to discuss several issues regarding the 
trade of developing countries. Members reviewed 
developments in the Uruguay Round as well as 
recent developments in international trade. The 
implementation of part IV and the enabling 
clause were also reviewed. Other items of the 
Committee's agenda included an assessment of 
the work of its subcommittees, the expansion of 
trade among developing countries, and technical 
assistance to developing countries. 

As part of its review of the implementation of 
part IV and the enabling clause, the Committee 
considered notifications made by various govern
ments. For example, Norway notified the Com
mittee of changes in its GSP scheme that brought 
seven additional products and four new countries 
under its auspices. Japan also notified improve
ments in its GSP scheme. 

The Committee examined the role of the 
Subcommittee on Trade of the Least Developed 
Countries in 1987.7 The Committee Chairman 
noted that the Subcommittee will be expected to 
review Uruguay Round issues relevant to least de
veloped countries on a continuing basis. He 
urged that the Subcommittee meet more fre
quently than in the past and invited Committee 
members to suggest action for future work of the 
Subcommittee. 

In reviewing technical assistance activities, 
representatives of developing countries noted the 
usefulness of technical assistance activities in 
helping to improve their participation in negotia
tions. Some delegations raised suggestions on co
ordination of technical assistance related to the 
Uruguay Round negotiations. 

Balance-of-Payments Restrictions 
Under certain articles of the General Agree

ment, countries may erect temporary import bar
riers when experiencing payments imbalances. 
Although quantitative restrictions are generally 
prohibited by GAIT, exemptions under articles 
XII and XVIII8 can be applied in conjunction 

7 The term "least developed countries" refers to those 
countries that are the least developed of the developing 
countries. The Subcommittee on Trade of the Least 
Developed Countries concentrates primarily on the fol
lowing three issues: (1) expansion and diversification of 
the trade of least developed countries, (2) strengthening 
of technical cooperation regarding trade, and (3) Integra
tion of these countries into the GATT trading system. 
The Subcommittee has also hosted a series of consulta
tions between the interested least developed countries and 
their trading partners. 
8 Art. XII provides for the implementation of import re
strictions by contracting parties in order to safeguard the 
balance-of-payments position. Such measures taken by 
them to "forestall ... or to stop a serious decline in Its 
monetary reserves" or in the case of low monetary re
serves "to achieve a reasonable rate of increase in its 
reserves" are to be maintained only to the extent that the 
conditions justify their application and are to be progres
sively relaxed. In addition, unnecessary damage to the 
interest of other contracting parties is to be avoided. 
Art. XVIII provides for the terms under which developing 
countries may take these and other measures for the pur
poses of development in exception to normal obligations 
under the General Agreement. 
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with consultations with the Committee on Balance 
of Payments Import Restrictions. In accordance 
W:1th procedures and decisions adopted by the 
Ct1ntracting Parties, the Committee regularly 
holds consultations with countries invoking such 
restrictions for the duration of the measures.1 
The Committee monitors the restrictions and the 
country's progress in moving toward liberaliza
tion.2 All countries whose trade may be affected 
by import restrictions may participate in the con
sultations. 

Both full consultations and consultations un
der simplified procedures, known as miniconsul
tations, are undertaken. In 1987, the Committee 
conducted full consultations with Israel and India. 
Miniconsultations were held with Ghana, Paki
stan, and Sri Lanka. The Committee recom
mended that full consultations be held with 
Pakistan in 19 8 8. 

Textiles 

Much of the work related to trade in textiles 
in the GAIT during 1987 focused on organiza
tional issues for the textiles negotiating group, 
plus the required annual review of textiles and 
clothing by the Textiles Committee.3 

The Textiles Committee met twice in Decem
ber 1987, which were the first two meetings of the 
group under the 1986 Protocol of Extension. 
During the first meeting, the Committee under
took the annual review of the Multifiber Arrange
ment (MFA) as required under article 10:4. As 
part of the review, the Committee considered re
ports by the Textiles Surveillance Body (TSB), 
the Subcommittee on Adjustment, and statistical 
reports on recent developments in demand, pro
duction, and trade in textiles and clothing.• The 
report by the TSB covered developments in tex
tiles trade since the inception of MF A IV on 
August 1, 1986, as the previous annual report 
only focused on issues through MFA Ill, which 
expired on July 31, 1986.s 

Textiles and clothing negotiations are in
tended to develop a means of eventually integrat
ing this sector into the GAIT. Initially, the work 

1 Declaration on Trade Measures Taken for Balance
of-Payments Purposes, adopted by the Contracting Par
ties on Nov. 28, 1979. GATT, Basic Instruments and 
Selected Documents, Supp. 26th, p. 205. 
2 GAIT Activities 1986: Geneva, June 1986, p. 52. The 
Committee's work is based on the Declaration on Trade 
Measures Taken for Balance-of-Payments adopted by the 
Contracling Parlies on Nov. 28, 1979. GATT, Basic 
Instruments and Selected Documents, Supp. 26, p. 205. 
3 For a description or the Textiles Committee, see the 
Operation of the Trade Agreements Program, J6th Re
port, 1984, USITC Publication 1725, July 1985, pp. 
46-48. 
4 The TSB's role is to supervise the Implementation or 
the MFA. 
5 For a discussion or the extension or the MFA, see Op
eration of the Trade Agreements Program, 38th Report, 
USITC Publication 1995, July 1987, pp. 1-7 to 1-12. 
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of various GA IT groups responsible for covering 
these issues will be reviewed, and existing docu
mentation will be updated. Later, techniques for 
integrating the sector more fully into the GA TT 
regime will be examined.& 

In late January 1987, the Contracting Parties 
agreed on organizational matters for the Uruguay 
Round negotiations, including how to handle the 
subject of trade in textiles. At the January meet
ing, a proposal by India, a major textile-produc
ing country, that a separate group for bringing 
textiles under the GA IT framework be estab
lished was accepted by the Contracting Parties. 

The negotiating group on textiles held five 
meetings in 19 8 7. At the first meeting, the Secr,e
tariat was requested to update a 1984 study on 
trade in textiles. The updated version was pre
sented to the negotiating group at its fifth meeting 
of the year in December. The Secretariat's study 
reviews the economic importance of textile and 
clothing industries in major countries and country 
groups, traces the evolution of policies affecting 
trade in textiles and clothing of developed and 
developing countries, and outlines the activities of 
the Working Party on Textiles and Clothing.7 

In assessing the work on the updating and 
other textile trade-related reports done in the first 
year of the group's work, the members generally 
agreed that the accomplishments to date were suf
ficient to allow the group to proceed to its next 
phase of work. The group ended the year agree
ing that subsequent work would focus on modali
ties and techniques for achieving the objectives of 
the group-integrating the textile and clothing sec
tors into the General Agreement-based on pro
posals to be submitted by panicipants. 

In its 1986 report to the Textiles Committee, 
the Subcommittee on Adjustment stated that it 
would begin in 1987 "to organize its work and to 
consider how best to achieve the objective of a 
more comprehensive report to the Committee, 
and what additional material and information or 
supponing analysis it could expect from the Sec
retariat. "8 Part of the Subcommittee's 1987 work 
in this regard focused on how questionnaires used 
for collecting textile and clothing trade informa
tion could be improved. The Subcommittee de
veloped questionnaires seeking (1) information 
on autonomous adjustment processes and govern
ment policies relevant to article 1:4 and (2) de-

9 "The Uruguay Round-Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. 5, 1987, p. 13. 
7 The Working Parly was sel up "lo examine the modali
ties or further trade liberalization in texliles and clothing 
including the possibilities for bringing about the full ap
plication of GA TT provisions to this sector." 
1 The Subcommittee on Adjustment is responsible for 
determining whether or not the provisions or art. 1 :4 of 
the MFA are being implemented. Art. 1:4 states that 
"Actions taken under this Arrangement shall not inter
rupt or discourage the autonomous Industrial adjustment 
processes of participating countries." Also, the arlicle 
says that appropriate economic and social policies should 
be enacted to encourage structural adjustment in the tex
tiles sector of each country. 



velopments in textiles and clothing production 
and trade, including measures designed to facili
tate adjustment relevant to article 10:2. Coun
tries were also encouraged to provide a general 
statement about their textiles and clothing policies 
and industries. The Subcommittee on Adjust
ment provided a progress report on its recent 
1987 work at the December meeting of the Tex
tiles Committee. At that time, the subcommittee 
reported on the submissions received as of early 
November regarding adjustment in member coun
tries. 

Actions Under Articles of the General 
Agreement 

Emergency Actions on Imports (art. XIX) 

Article XIX of the General Agreement, also 
known as the "escape clause," allows GATT 
members to escape temporarily from their negoti
ated GA TT commitments and impose emergency, 
restrictive trade measures when actual or threat
ened serious injury to a domestic industry is dem
onstrated.' A country exercising article XIX is 
required to notify the GATT and consult with af
fected exporting countries to arrange compensa
tion. The incentive to negotiate stems from the 
right of affected countries to suspend unilaterally 
"substantially equivalent concessions or other ob
ligations." 

1 Since art. XIX provides that a concession may be sus
pended, withdrawn, or modified only "to the extent and 
for such time as may be necessary to prevent or remedy" 
the Injury, the suspensions are or a temporary nature. 

Table 2-1 
Article XIX actions In effect aa of Dec. 31, 1987 

lmplementlng 

In 1987 a number of article XIX actions 
were notified or in effect as a result of previous 
notifications (see table 2-1). During 1987, the 
ECnotified the GA TT that it was taking emer
gency action with respect to imports of certain 
squid from Poland. The measures were in effect 
from July 10, 1987. The EC (United Kingdom) 
implemented emergency measures on urea from 
Poland and Hungary in January 1987. The meas
ures set a quota of 12,000 tons on urea from 
Hungary and of 9,000 tons on urea from Poland. 
In October 1987, South Africa notified the 
GA TI that it would take article XIX action on 
optical fiber and optical fiber bundles from Octo
ber 16, 1987. The action imposes a 25-percent 
duty on the products previously bound in the 
GATI as duty free. 

Dispute Settlement (arts. XXll and XXlll) 

When a member country fails to respect a 
tariff concession or other obligation, or engages in 
a trade practice inconsistent with GA TT provi
sions, the General Agreement allows affected 
members to seek redress through the dispute set
tlement procedures of articles XXll and XXlll. 
More general in nature, article XXII provides for 
bilateral consultations on any matter affecting the 
operation of the General Agreement. If article 
XXll discussions do not resolve an issue, use of 
article XXlll: 1 elevates the dispute to a more ad
vanced stage of consultations.2 

2 Under art. XXIll: 1, the arrected country makes "writ
ten representation or proposals to the other contracting 
party or parties" concerned. When thus approached, a 
GA TT member Is required to give "sympathetic consid
eration to the representations or proposals made to it." 

country Type of product 
Date 
notified' 

Australla ••.•..••.•.•. : . . • • . • . • . • • . . • • . Fiiament lamps ••...•.•.•••..•••....••.•...••• 
Canada • • • • . • • . • . . • • • • . . • • . . . . • . • . • • • . Leather footwear •.••••..••...•...••.••....••• 
Canada • . • . • . • . • . • • . • • . • • • . . • • . • . . • • • . Nonleather footwear ...••.•..•..•..••••.•...•• 
Canada • • • • . • . . • . • . . . . • • • • . • • • . • . . • • • . Yellow onions ...•••••.••..••••...•.•.•...•••• 
Canada . . . • . • . • • • • • • . • . . • . • • . • • • • • . . . • Beet and veal •••••••••...•••..••••...•••••... 
Chlle • • • • • • . . . • . • . • • • • • . • • • . • . . . • . • . • • • Edlble vegetable olls ••.••••...•••...•••••..... 
Chlle • • • • • • • . • • . • • • • . . . • • • . . • • • • . . • • • • • Sugar •.•••.•.••••••.•••••.•.•..•.•.•....•••. 
Chlle • • • • • • . • • • . • • • . . . • • . . . • • • . . . • • . • . • Wheat ••••••••••••••••••••.•...••••...•.•••• 
Chlle • • . • • • • • . . • • • • . • • • • . . • • • • . . • . . • • • • Vegetable and ollseed olls ..•.....••...•.•••... 
European Community . . . . . • • • . . • • • • . • • . • Dried grapes •••••••.••••••••.•••..•...•••.•.. 
European Community • • • . • • • . • • . • • • • • • . • Morello cherries .•..•.••••.•.••••.•...•••..... 
European Community • . • • • • • . • • . . . • • • • • • Sweet potatoes ••.••...••...••.•..••.•.•..... 
European Community • . . . • • . • • • • . • • • . • • • Dlgltal quartz watches ••••••....••.•....••..... 
European Community . . • . • • • . • • . • • • • • . • • Squid ••••.••••.••.••.•••••....•••.......•••• 
European Community • • • . • • • . • . . . • • • • • • . Urea •••.••••••.•.••••.••.••...••.••.....•••• 
South Africa • • • . • • • • • • • • . . • • . • • • • • • • • . . Optlcal fiber and bundles •••••..•..•.•••..•..•• 
United States . • • . • • • • • . • • . . • • • • • • • . . • • . Heavyweight motorcycles ...•.••••.......•••... 
United States • . • • • • • • • • • • • • • • • • • . • • . . • • Speclalty steel ••••••.••••.••...•••.••••....•• 

' Date of distribution of notification. 

Source: GATT. 

July 1983 
July 1982 
Nov. 1981 
Oct. 1982 
Jan. 1985 
Dec. 1985 
Aug. 1984 
Sept. 1985 
Dec. 1985 
Nov. 1982 
July 1985 
May 1988 
May 1984 
July 1987 
Jan. 1987 
Oct. 1987 
May 1983 
July 1983 
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If bilateral consultations fail to yield a mutu
ally satisfactory solution, the matter may be re
ferred to the GATI under article XXIII:2. At 
this point, the usual procedure is to refer the dis
pute to a pane1.1 The panel reports its findings to 
the GA TI Council where the decision is made, 
on behalf of the Contracting Parties, whether or 
not to adopt the report and its recommenda
tions.2 If an adopted recommendation calling for 
elimination of a GATT-inconsistent practice is ig
nored, the complaining country may request the 
Contracting Parties to authorize it to suspend "ap
propriate" concessions vis-vis the offending 
country. However, such authorization is rarely 
requested.3 

A determination to improve the dispute set
tlement process formed part of the 1982 Ministe
rial Declaration and is now a subject of the 
Uruguay Round negotiations. Some progress on 
modifications has resulted from the 1982 initia
tive and widespread sentiment that the process 
was cumbersome and time consuming.4 For ex
ample, a roster of nongovernmental experts to 
serve on dispute settlement panels was developed. 
In 19 8 7, experts from the roster were called upon 
to serve on panels and new names were added to 
the list.s 

Consultations 

During 1987, GATT members held article 
XXII consultations, which are relatively informal, 
on a variety of issues. Article XXIII: 1 consulta
tions are the next and more formal step in the 
dispute settlement process. Article XX III: 1 con
sultations, which had not reached the panel (art. 
XXIII:2) stage by the end of 1987, are described 
below. 

Colombia requested consultations in Febru
ary 1987 with the EC concerning import duties 
affecting Colombian bananas exported to Italy. 
In July, Colombia informed the Council that the 

1 The panel is composed of persons selected from the 
delegations of contracting parties not engaged in the dis
pute and sometimes of another individual chosen from a 
roster of candidates compiled by GATT members. The 
panel members are expected to act as disinterested me
diators and not as representatives of their governments. 
2 Panel reports normally contain suggested remedies that 
the Contracting Parties may choose to adopt as recom
mendations to the disputing parties. Bilateral settlement 
among parties to a dispute is possible at every phase of 
the process, up until final adoption of a panel report by 
the Council. 
~According to the final paragraph of art. XXlll, after 
such suspension by the complainant, the offending coun
try also has the right (within 60 days) to withdraw from 
the GATT. 
~ For further details on proposals to improve the dispute 
settlement process, see Review of the Effectiveness of 
Trade Dispute Settlement Under the GAIT and Tokyo 
Round Agreements, (Investigation No. 332-212), USITC 
Publication 1793, December 1985. 
11The Contracting Parties adopted the roster proposal at 
the end of 1984. In November 1985, they approved a 
list of candidates for this roster and since that time have 
continued to maintain the list and have called upon indi
viduals from the list to participate in panels. 
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consultations under article XXII: 1 had led to a 
satisfactory settlement of the matter. 

In November 19 8 7, Argentina requested arti
cle XXII: 1 consultations with the EC regarding 
one aspect of the EC implementation of the Har
monized Systems due to be implemented on 
January 1, 1988. 

Panels requested by the United States 

Canadian measures on exports of unproc
essed salmon and herring.-In March 1987, the 
United States informed the Council that it has 
conducted article XXIII: 1 consultations with Can
ada regarding Canada's ban on the export of un
processed herring and salmon and requested the 
establishment of a panel. The Council agreed 
and the panel was formed by April 1987. The 
report of the panel was presented to the Annual 
Session of the Contracting Parties in December. 
The Contracting Parties did not adopt the report 
but agreed to ref er the report to the Council for 
consideration. a 

EC Third-Country Meat Directive.-In Octo
ber 1987, the Council considered a request by the 
United States to establish a panel on the EC's di
rective setting regulations for meat-handling facili
ties. The United States argued that the regulation 
was inconsistent with article III (on discrimination 
against imported products) and nullified or im
paired U.S. benefits under the GA TT. At the 
December Annual Session of the Contracting Par
ties, the establishment of a panel was authorized.7 

Indian import restrictions on almonds.-In 
June 1987, the United States informed the Coun
cil that it was holding article XXIII: 1 consulta
tions as well as consultations under the dispute 
settlement provisions (article 4.2) of the Import 
Licensing Agreement concerning India's licensing 
regime and tariffs affecting U.S. almond exports. 
In July, the United States requested that a panel 
be established on the issue. In November, the 
Council agreed to establish a panel and author
ized the Council Chairman to consult with the 
parties on the members and terms of reference 
for the panel. 

Japanese restrictions on imports of herring, 
pollock, and surimi.-In November 1986, the 
United States requested a panel to examine Japa
ne&e import restrictions on herring, pollock, and 
surimi. The Council considered the U.S. request 
at the meeting on November 5 and 6 and again 
on November 21, but agreed to revert to the mat
ter and did not establish a panel. In March 19 8 7, 
the dispute was settled as a result of bilateral dis
cussions between Japan and the United States. 

8 Canada agreed to adoption of the panel report at the 
meeting of the GATT Council in March 1988. 
7 For further details see the "European Community" sec
tion of ch. 4. 



Japanese restrictions on Imports of certain 
agricultural product.s.-ln October 1986, a panel 
was established at the request of the United States 
to examine Japanese restrictions on impons of 
certain agricultural products. The United States 
argued, among other things, that the Japanese re
strictions, in effect since 1963, on 12 categories 
of agricultural products, 1 are administered con
trary to GATI article XI, which deals with quan
titative restrictions. In February 1987, the panies 
agreed to the panel's terms of reference and 
members. 

In December, the report of the panel was 
presented at the Annual Session of the Contract
ing Parties. The Contracting Panies agreed to re
fer the repon to the Council for consideration.2 

Followup on EC tariff preferences on citrus 
products.-ln 1984, the report of the panel exam
ining this U.S. complaint was completed.3 How
ever, the repon was unable to achieve adoption 
by the GA TI Council. Frustrated with EC block
age of the Council's adoption of the panel repon, 
the U.S. President instituted unilateral action un
der section 301 of the Trade Act of 1974. 
Through these means, the dispute was finally re
solved in August 1986 with an agreement bet.ween 
the United States and the EC. According to the 
United States Trade Representative (USTR), final 
implementation of the terms of this agreement 
awaits passage of the U.S. omnibus trade bill by 
the Congress, which contains a provision granting 
the U.S. President authority to effect the agreed 
upon tariff reductions. 4 

Panels examining U.S. measures 

Complaint by the EC on Section 337 action 
on aramid fibers.-ln June 1987, the EC in
formed the Council that it had requested consul
tations under article XX III: 1 with the United 
States in April and May with little response. In 

1 The products involved are preserved, concentrated, or 
sweetened milk and cream; processed cheese; dried legu
minous vegetables; starch and inulin; groundnuts; pre
pared or preserved meat or bovine animals; certain other 
sugars and syrups; fruit puree and pastes; fruit pulp and 
pineapple; fruit and vegetable juices; tomato ketchup and 
sauce; and certain food preparations. See GATT, GATT 
Acti11iti1s 1986, Geneva: June 1987, p. 56. 
11 For further details see the "Japan" section or ch. 4. 
3 The United States contended that EC tariff preferences 
on imports of citrus products from Mediterranean coun
tries violated MFN obligations and thus nullified and 
impaired benefits to the United States of negotiated tariff 
concessions. The panel concluded that the EC prefer
ences would be inconsistent with art. I: 1 of the General 
Agreement unless the rreferences were otherwise permit
ted under provisions o the GA TT or under a decision of 
the Contracting Parties. To redress the adverse effects 
the United States had suffered as a result of the prefer
ences, the panel suggested that the EC reduce the most
favored-nation (MFN) tariff rates on fresh oranges and 
lemons, or extend the period of application of lower 
MFN tariff rates on fresh oranges and reduce the MFN 
tariff rates on fresh lemons. See GATT, GATT Acti11i
ti1s 1984, Geneva, June 1985, p. 37. 
4 For more details on this subject, see the section or ch. 
S on the enforcement of trade agreements and responses 
to unfair foreign trade practices, the U.S./EC citrus dis
pute. 

July, the EC requested the Council to establish a 
panel to examine ihe U.S. section 337 (patent in
fringement) case on aramid fibers. In October, 
the Council established a panel. By November, 
the panel's members had been chosen and its 
terms of reference were established. 

Complaints by Canada, the EC, and Mexico 
regarding U.S. Superfund reauthorization.-In 
November 1986, the EC requested anicle XXII:l 
consultations with the United States on internal 
taxes on petroleum, petroleum products, and 
chemical derivatives.s In November, Canada also 
requested anicle XXIII: 1 consultations with the 
United States on the superfund measure, and 
Mexico requested further information on the leg
islation. In February 19 8 7, the Council consid
ered requests from Canada and the EC to 
establish a panel on the matter, and a request by 
Mexico for the good offices of the Director Gen
eral. 8 In June 1987, the panel repon was pre
sented to the Council and adopted. The Council 
also took note of the U.S. statement that the pen
alty rate was not likely to be applied. In Decem
ber, several contracting parties urged the United 
States to take measures to comply with the rec
ommendations of the panel report. 

EC complaint on tax reform legislation on 
small passenger aircraft.- In December 1986, 
the EC requested anicle XXII: 1 consultations 
with the United States on transitional rules for 
U.S. tax reform with respect to small passenger 
aircraft. The EC argued that the exemption for 
U .S.-manufactured aircraft from the general abo
lition of the investment tax credit and accelerated 
depreciation provisions gives U.S. producers an 
advantage over foreign suppliers. 

The EC asked the Council to establish a 
panel in April 1987 and again in May 1987. The 
Council took note of the position of the EC and 
other countries that the U.S. tax measure was in
consistent with the nondiscrimination require
ments of article III of the GATT and of the U.S. 
statement that the measure was no longer in ef
fect. The EC agreed that a panel would not need 
to be established at this time, but urged that a 
panel be established promptly if the U.S. takes 
action to revive the measure. 

Complaints by Canada and the EC on the 
customs user fee.- In November 1986, Canada 
requested article XX III: 1 consultations on U.S. 
customs user fees, which became effective on De
cember 1, 1986, as part of the Omnibus Budget 

5 The complaint concerned the "Superfund Reauthoriza
tion and Amendments Act of 1986," particularly the 
increased tax on petroleum with a differential between 
8.2 cents per barrel for domestic oil and 11. 7 cents per 
barrel on imported petroleum products. The EC argued 
that the tax differential discriminates against imported 
products and is therefore contrary to GA TT art. lll, 
which deals with national treatment. 
8 Use of the good offices of the Director General is part 
of special procedures made available to developing coun
tries to resolve a trade dispute. 

-;, ' 
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Reconciliation Act of 1986.1 In March 1987, the 
Council considered requests by the EC and Can
ada to establish a panel. The parties had agreed 
to the panel members and its terms of reference 
by May 1987. In November, the report of the 
panel was completed and circulated to the par
ties. It was scheduled for consideration by the 
Council in 1988.2 

EC complaint against Japan on the U.S./Ja
pan semiconductor arrangement .-In March 
1987, the EC requested that the Council establish 
a panel to examine the arrangement between the 
United States and Japan on trade in semiconduc
tors.3 The United States is not a party to the 
case, but was, however, given special third-party 
status. The Chairman of the Council was author
ized to hold consultations between the parties. In 
April, the Chairman reported on the consulta
tions and the Council agreed to establish a panel. 
Negotiations on the terms of reference and mem
bers of the panel were completed in June 1987.4 

Canadian complaint against U.S. restrictions 
on imports of products containing sugar.-At the 
request of Canada, the Council agreed to estab
lish a panel in March 1985 to examine a U.S. 
action imposing quotas on certain articles con
taining sugar. Formation of the panel was de
ferred, however, because of bilateral discussions 
between the United States and Canada on the is
sue. No further progress on bilateral discussions 
was reported in 19 8 7. s 

Nicaraguan complaint against the U.S. trade 
embargo.B-ln July 1985, Nicaragua requested 
the formation of a panel on the U.S. imposition 
of a trade embargo against Nicaragua.7 The 
panel report was considered at the Council meet
ing in early November 1986 and the Council 
chairman agreed to discuss the report with the 
parties, but the discussions yielded no positive re
sults. 

1 Canada argued that the imposition of the fees on an ad 
valorem basis does not correspond to the cost of provid
ing the service of processing the import of a product. 
2 The report was adopted at the February 1988 Council 
meeting. 
3 In August 1987, the EC and the United States held 
consultations under art. XXIll: 1 concerning certain as
pects of the U.S. /Japan semiconductor agreement. No 
panel has been requested. 
~ The panel issued its report and sent it to the Council 
for consideration in early 1988. 
11 On May 19, 1985, the President modified the original 
proclamation that was the subject of Canada's complaint 
by deleting several products that contain only small 
amounts of sugar from the quota list. Quotas on the 
remaining products are to remain in effect until the 
President has acted on a report by the USITC on the 
matter. Canada postponed further action in the GA TT to 
await the outcome of any further Presidential action. As 
of May 1988, the President had not acted on the 
USITC's report submitted in September 1985, nor had 
he released the report to the public. 
11 Effective May 7, 1985, the President banned all trade 
with Nicaragua (Executive Order No. 12513, May 1, 
1985) and justified this measure under art. XXI (national 
security exemption) of the GATT. 
7 The Council agreed in October 1985 to establish a 
panel with the U.S. understanding that the role of the 
panel would not entail any judgment on the validity of 
the use of national security exceptions (art. XXI). 
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Nicaragua continued to raise the issue in the 
Council throughout 1987, and the Chairman con
tinued to attempt to hold consultations among the 
parties. In November 1987, Ni~aragu~ cm~
plained to the Council of the continued 1mpos1-
tion of the trade embargo against Nicaragua for 
an additional six months. Nicaragua requested 
and the Council Chairman agreed to facilitate fur
ther consultations between the parties. 

Cases among other countries 

EC complaint on Japanese measures affect
ing imported wines and alcoholic beverages.-In 
July 1986, the EC requested consultations with 
Japan about the level of customs duties, structure 
of the liquor tax system, and labeling practices 
affecting wines and alcoholic beverages. Canada 
also joined in the consultations. In February 
1987, the Council agreed to establish a panel. 

The panel concluded that Japanese taxes on 
certain imported alcoholic beverages were incon
sistent with article III: 1 and 2 regarding discrimi
nation against imported products. Further, the 
panel found that taxes on certain liquors were ap
plied in a manner that afforded protection to do
mestic producers. At the same time, the panel 
did not find that Japanese labeling practices on 
liquor bottles were inconsistent with its GA TT ob
ligations. The panel recommendation, adopted 
by the Contracting Parties, recommended that Ja
pan bring its taxes on certain alcoholic beverages 
into conformity with GA TT obligations. 

EC complaint on certain practices of a Ca
nadian Provincial (Quebec) liquor board.-In 
March 19 85, the Council established a panel un
der article XXIIl:2 at the request of the EC. The 
EC alleged certain practices of the Quebec liquor 
board, in particular a markup on the sale price of 
certain alcoholic beverages, as well as other forms 
of restriction and discrimination, are inconsistent 
with the GA TT. a As a result, the EC claimed the 
Quebec liquor board actions resulted in imports 
receiving less favorable treatment than domestic 
products. The panel report ruling against the Ca
nadian practices was completed and circulated to 
the parties in November 1987. After the report 
was circulated, Canada and the EC attempted to 
arrive at a bilateral solution.9 In March 1988, the 
report was adopted by the Council. 

Followup on South African complaint on Ca
nadian (Ontario) sales tax.-The dispute between 
South Africa and Canada began in May 1983 
when the Provincial Government of Ontario ex
empted the Canadian Maple Leaf gold coin from 
the 7 percent Ontario retail sales tax, but did not 
exempt imported gold coins from the tax. The 
Council established a panel in November 19 84. 
The panel report was considered bythe Council in 
September and November 1985 but was not 

8 The importation, distribution, and sale of alcoholic 
beverages in Canada is controlled by Provincial liquor 
boards. 
"European Report, No. 1361, Nov. 28, 1987, p. V- 8. 
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adopted.1 Although Canada reported to the 
Council in February 1986 that the Provincial tax 
measure had been rescinded, it will not agree to 
adoption of the report. Canada and some other 
delegations remain opposed to certain rulings of 
the panel.2 

Customs Unions and Free-Trade Areas 
(art. XXIV) 

The GA TT permits regional trading arrange
ments among countries that agree to abolish trade 
barriers between each other under article XXIV 
of the General Agreement as an exception to the 
general rule of MFN treatment. This exception 
recognizes the value of "closer integration of na
tional economies through freer trade." These 
country groupings must meet certain rules that are 
meant to ensure that the arrangements facilitate 
trade without causing harm to trade with outside 
countries,3 Therefore, the GATT normally sets 
up working parties to examine trade aspects of 
newly formed customs unions or free-trade areas 
and requires the members of such arrangements 
to report on its functioning on a biannual basis. 

In March 1987, the Council agreed to estab
lish a working party to examine the Third ACP
EEC Convention of Lam. Consultations to 
designate a chairman lasted until July 1987, when 
a chairman was finally designated and the work
ing party began its examination. 

In October 1985, the Council established a 
working party to examine the U .S.-Israel Free
Trade Agreement. In May 1987, the Council 
considered and adopted the working party's re
port. The Council also agreed that the U .s. and 
Israel, in accordance with GA TT practice under 
article XXIV, would report every two years on 
developments under the agreement. 

In October 1987, Canada and the United 
States informed the Council of the free-trade ar
rangement concluded between them on October 
3, 1987. 

In February 1986, the GATT Council agreed 
to set up a working party under article XXIV:S to 
examine the effect of the accession of Spain and 
Portugal to the EC. The working party, whose 
membership consisted of all interested parties, 
also examined the information on the accession 
package with a view to determining 
whether or not tariff and other trade-related 
changes resulting from enlargement conformed to 
the GATT. 

1 The report concluded that the Ontario retail sales tax 
was not consistent with the national treatment provisions 
of art. 111:2 that require equal treatment of domestic and 
Imported products. It further suggested that the Con· 
tracting Parties call on Canada to ensure that the actions 
of the Ontario Province conform to those obligations. 
GATT, GA.TT FOCUS, February-March 1986, pp. 1-2. 
1 For example, Canada agreed with the panel finding 
that the measure violated national treatment provisions of 
the GA TT but not with the finding that the measure vio
lated MFN principles since only the Canadian Maple 
Leaf, and no other gold coin, whether produced in Can
ada or any country abroad, were exempted from the tax. 
GATT, GATT FOCUS, Ibid. 
3 GATT, GATT Activities 1986, Geneva: June 1987, p. 
64. 

During 1987, negotiations on enlargement by 
the EC were continued with several interested 
contracting parties. 4 Argentina was concerned, in 
particular, about the effect of Spain's accession 
on its trade relations with the EC. During 1986, 
negotiations were a source of considerable tension 
in U .S.-EC trade r~lations, reaching a peak at 
which the United States threatened substanti41l 
trade retaliation if the compensation issue were 
not resolved. Most U .S.-EC issues related to en
largement were resolved bilaterally in early 1987.5 

Negotiations on Modification of Schedules 
(art. XXVIII) 

Article XXVIII provides the mechanism by 
which a contracting party may modify or withdraw 
tariff concessions. The contracting party wishing 
to take this action must enter into negotiations 
not only with the contracting parties primarily 
concerned, but also with other contracting parties 
having a substantial interest in the concession. 
The article is based on the principle of compensa
tory adjustment in the tariffs on other products to 
maintain a balance of concessions.8 Its provisions 
are also used when a tariff rate is adjusted, or a 
product is reclassified for administrative or judi
cial reasons. Contracting parties wishing to take 
recourse to the provisions of article XXVIII must 
notify the GA TT and submit a request to the 
Council for authorization to enter into negotia
tions. 

Negotiations on the adjustments to GA TT 
tariff schedules are being undertaken in conjunc
tion with adoption of the Harmonized System tar
iff nomenclature by certain contracting parties,7 
Article XXVIII is the vehicle for negotiations on 
compensation due as a result of changes in GA TT 
bound tariff rates affected by conversion to the 
Harmonized System. Extensive bilateral discus
sions were held during 1987 under article 
XXVIII. During 1987, the United States held 
Harmonized System discussions under article 
XXVIII with many of its trading partners, as did 
many other contracting parties, to protect the 
value of previously negotiated GA TT trade con
cessions. 

Accessions to the GATT (arts. XXVI and 
XXXlll) 

Article XXXIII contains the normal proce
dures for accession under which the Contracting 
Parties may accept the accession of a new mem-

' The aim of the negotiations was to determine any com-

r.ensation due to trading partners as a result of changes 
n bound tariff levels. The main elements of art. 

XXIV:6 negotiations were (1) to determine whether or 
not any GATT bound tarlfls had been altered, (2) to 
examine whether or not and to what extent trade was 
affected by the changes, and (3) to negotiate compensa
tion, when appropriate. 
11 For more details on this subject, see the ch. 2 section 
on EC enlargement. 
• Art. XXVlll states that "In such negotiations and 
agreement, which may Include provision for compensa
tory adjustment with respect to other products, the con
tractlnf parties concerned shall endeavor to maintain a 
genera level of reciprocal and mutually advantageous 
concessions not less favorable to trade than that provided 
for in this Agreement prior to such negotiations.' 
7 See also the section in ch. 1 on the Harmonized 
System. 
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ber by a two-thirds majority vote.1 Article XXVI 
provides for accession under simple procedures 
for former territories applying the GA 1T rules on 
a de facto basis.2 

The Uruguay Round negotiations continued 
to spark significant interest during 1987 in seek
ing accession to the GA 1T by nonmember coun 

1 The process of accession under art. XXXlll can be 
complex and time consuming. Application sets off a 
series of negotiations In which the applicant offers trade 
concessions to existing contracting parties as an "entry 
price" for joining the OATT. Normally, a working party 
Is established to study the country's request and Informa
tion on Its trade patterns and the administration or Its 
trade regime. Although unilateral tariff concessions have 
been the most traditional form or entry concessions, 
countries joining the OA TT In recent years have fre
quently been asked to make nontarlff concessions such 
as paring down export subsidies, or refraining from 
dumping practices. Once accepted, however, new mem
bers would be on equal footing with other members In 
negotiating new agreements and mutual tariff reductions 
In the Uruguay Round. 
• Art. XXVI states that "If any of the customs territories 
. . . possesses or acquires run autonomy In the conduct 
or Its external relations •.• such territory shall, upon 
sponsorship through a declaration by the responsible con
tracting party establishing the fact, be deemed a con
tracting party." Nations not In this category must 
accede under the procedures of art. xxxm. 

tries.3 During the Tokyo Round, a number of 
countries that were not contracting parties were 
allowed to participate fully in negotiations. For 
this round, however, the rules on participation 
are more restrictive.• 

In 1987, Botswana and Antigua and Barbuda 
joined the GA 1T under the simple article XXVI 
declaration. Morocco joined in 1987 undergoing 
the full entry negotiations. In 1987 10 applica
tions were under consideration. China, Costa 
Rica, Tunisia, Algeria, Bulgaria, and Bolivia and 
Lesotho applied for full accession.6 Honduras, El 
Salvador, and Guatemala-each applied for provi
sional membership. 

The total number of Contracting Panies in 
1987 was 95. A full list of GAIT members, as of 
December 31, 1987 is presented in the following 
tabulation: 

:. During 1986, Hong Kong (previously represented by the 
United Kingdom) and Mexico acceded to the GATT. 
•In the Tokyo J(ound, allowance was made for countries 
that were not contracting parties to participate In nego
tiations. However, Part 1, Section F of the Ministerial 
Declaration of the Uruguay Round essentially limits par
ticipation In these negotiations to contracting parties or 
countries that have applied for accession to the GATT as 
of a certain date. A copy of the Ministerial Declaration 
Is contained In app. A of Op1ratlon of the Trade A4r11• 
mints Pro4ram, 38th Rtport, 1986, USlTC Publication 
1995, July 1987. 
• Lesotho became the 96th Contracting Party In early 
1988. 

Contracting PartlH to th• QATT (II, plua 1 provlalonal aco•Hlon) 

Antigua and 
Bal'buda1 

Argentina 
Auatralla 
Auatrla 
Bangladeah 
Bartiado1 
BelQlum 
Belile 
Benin 
Bot1wana1 

Brazll 
Burkina Fa10 
Burma 
Burundi 
Cameroon 
Canada 
Central African 

Republlc 
Chad 
Ch lie 
Colombla 
Congo 
Cuba 
Cyprus 
Czechoalovakla 

' New member• In 1987. 
• Provisional acce11lon. 

Denmark 
Dominican 

Republlc 
Egypt 
Finl and 
France 
Gabon 
Gambia 
Ghana 
Greece 
Guyana 
Haiti 
Hong Kong 
Hungary 
Iceland 
lndla 
lndoneala 
Ireland 
Italy 
Israel 
Ivory Coast 
Jamaica 
Japan 
Kenya 
Korea 
Kuwait 

Luxembourg 
Madagaacar 
Malawt 
Malayala 
Maldlvea 
Malta 
Mauritania 
Maurltlu1 
Mexico 
Morocco' 
Netherlands 
New Zealand 
Nicaragua 
Niger 
Nigeria 
Norway 
Paklatan 
Peru 
Phlllpplnea 
Poland 
Portugal 
Romania 
Rwanda 
Senegal 
Sierra Leone 
Singapore 

South Africa 
Spain 
Sri Lanka 
Suriname 
Sweden 
Switzerland 
Tanzania 
Thall and 
Togo 
Trinidad and 

Tobaao 
Tunisia' 
Turkey 
Uganda 
United Kingdom 
United State• 
Uruguay 
Weat Germany 
Yugoalavla 
Zaire 
Zambia 
Zimbabwe 

Countrl•• to whoH terrltorl•• the QATT h•• been applled and that now, H Independent •t•t••, m•lntaln 
a de facto appllcatlon of the GATT pending flnal decl1lona H to their future commerclal pollcy (29) 

Algeria 
Angola 
Bahamas 
Bahrain 
Brunel 
Cape Verde 
Dominica 
Equatorial Guinea 
FIJI 
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Grenada 
Gulnea-Bl11au 
Kampuchea 
Kiribati 
Lesotho 
Mall 
Mozambique 
Papua New Guinea 
Qatar 

St. Christopher 
and Nevis 

St. Lucia 
St. Vincent 
Sao Tome and 

Principe 
Seychellea 
Solomon lalands 
Swazlland 

Tonga 
Tuvalu 
United Arab 

Emirates 
Yemen, People'• 

Democratic 
Republlc of 



IMPLEMENTATION OF mE TOKYO 
ROUND AGREEMENTS 

The following section describes the imple
mentation and operation of the nine Tokyo 
Round agreements and arrangements (informally 
referred to as the Tokyo Round codes) during 
1987, 1 as carried out by their respective admirais
trative committees or councils.2 Six of these 
agreements establish rules of conduct governing 
the use of NTM's (subsidies and countervailing 
duties, government procurement, standards, im
port licensing procedures, customs valuation and 
antidumping), and three are sectoral agreements 
(civil aircraft, bovine meat, and dairy products). 
GA TT members are not required to join the 
codes, and not all have chosen to do so. For this 
reason, code signatories have assessed the record 
of operation of the agreements since their entry 
into force and focused on ways to improve their 
operation and encourage more GA TT members 
to accede. The current status of participation in 
each of the agreements, as of yearend, is shown 
in table 2-2. 

Code on Subsidies and 
Countervailing Duties 

The Code on Subsidies and Countervailing 
Duties, also referred to as the Subsidies Code, 
elaborates upon provisions of the General Agree
ment concerning the use of subsidies and CVD's. 
It sets guidelines for resort to these measures and 
establishes agreed upon rights and obligations to 
ensure that subsidy practices of one party to the 
agreement do not injure the trading interests of 
another party and that countervailing measures 
do not unjustifiably impede trade.3 During 1987, 
no new signatories acceded to the code, thus 25 
signatories remain (Spain and Portugalwithdrew 
as individual members and are now members un
der the auspices of the EC). 4 

1 The Tokyo Round agreements, published in GATT, 
Basic lnstrum1nts and St11ct1d Docum1nts, Supp. 26, 
pp. 8-188, entered into force on Jan. 1, 1980, except 
for those on government procurement and on customs 
valuation, wtilch entered Into force 1 year later. The 
Customs Valuation Agreement, however, was Imple
mented earlier (July 1, 1980), by the United States and 
the EC. 
1 The Committees or Councils, composed or the signato
ries of each code, are charged with overseeing implemen
tation or code provisions and meet two or more times a 
year on a regular basis. Meetings may also be convened 
In special sessions to address a particular problem raised 
by a member. The committees address questions on 
Interpretation of code provisions and code-related dis
putes among signatories. 
3 Jr one signatory's subsidized exports cause material 
Injury to another signatory's domestic industry, the In
jured party may either impose CVD's to offset the mar
gin of subsidy or request that the exporting country 
eliminate or limit the effect or the subsidy. The Code 
also allows a signatory to seek redress for cases In which 
another signatory's subsidized exports displace Its exports 
In third-country markets. 
• See table 2-2 for a full listing or this Code's member
ship. 

Each year, the Committee on Subsidies and 
Countervailing Measures reviews national legisla
tion, reports on CVD actions, and notifications 
on subsidy programs submitted by signatories. In 
1987, the Committee also undertook dispute set
tlement procedures regarding certain issues raised 
by signatories. 

Dispute Settlements 

During 1987, the Committee continued its 
handling of two disputes raised in 1986 and held 
consultations on a new complaint. Following up 
on the two 1986 cases, the Committee examined 
reports of panels established after unsuccessful 
conciliation efforts. No previously outstanding 
panel reports were adopted by the Committee this 
year.a 

In June 1987, the Committee adopted the 
report of the panel on the U.S. countervailing 
duty on Canadian softwood lumber products. A 
special conciliation meeting held in July 1986 
failed to resolve the issue and the Committee 
agreed in August 1986 to establish a panel. How
ever, since the United States and Canada were 
able to arrive at a bilateral solution, the full panel 
report was not released. The report was instead 
limited to a brief factual description of the pro
ceedings and some details of the bilateral solu
tion. 

8 A dispute may be brought for settlement under the Sub
sidies Code when the issues involved are covered by the 
Code and when parties to the dispute are Code signato
ries. Under Code dispute settlement procedures, a signa
tory whose exports are arrected may request consultations 
with the exporting country. If consultations do not yield 
a mutually acceptable solution, conciliation by the Code 
Committee is available. If conciliation also fails, the 
Committee sets up a panel upon the request or either 
party, and draws on the panel's findings to make recom
mendations to the disputing parties. Finally, if the Com
mittee determines that Its recommendations have not 
been Implemented within a reasonable period of time, It 
may authorize the Injured party to take countermeasures. 
• Panel reports on EC export subsidies on wheat nour 
and on pasta products were submitted to the Committee 
In 1983 but are still pending. The United States Indi
rectly addressed the issue or pasta subsidies by raising 
the tariffs on certain pasta products In retaliation for EC 
blockage or adoption or the panel report on citrus prefer
ences In July 1985. See the discussion or the EC citrus 
preferences in Operation of the Trade Agreements Pro
gram, 37th Report, 1985, USITC Publication 1871, June 
1986, p. 243. For a detailed discussion of wheat nour 
and pasta disputes, see the Operation of the Trade 
Agreements Program, 34th Report, 1982, pp. 23-25. 

A panel report on the U.S. definition or industry con
cerning wine and grape products, completed In March 
1986, also awaits adoption. In February 1985, the 
Committee established a panel lo Investigate the dispute 
concerning an EC complaint that certain provisions or 
the U.S. Trade and Tariff Act or 1964 contravened the 
Code. The complaint questioned the U.S. definition of 
Industry for wine and grape products under which grape 
growers were temporarily granted standing, as part or the 
wine-producing Industry, to file petitions with the USITC 
alleging Injury or threat of injury resulting Crom dumped 
or subsidized wine imports. 

,,, 
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Table 2-2 
8lgnatorle1 to th• Tokyo Round agrHment1: 8tatu1 •• of Deo. 31, 1117 

(Accepted (A): llgned, acceptance pending (S): provlllonal acceptance (P): new member 1987(•)) 

Countries 

Contracting Partle1: 

Argentina •••••• 
Australia ••••••• 
Austria ...... .. 
Belglum ...... .. 
Belize •••••••••• 
Botswana •••••• 
Brazll •••••••••• 
Canada •••••••• 
Chlle ......... . 
Colombla •.••••• 
Czechoslovakia •• 
Denmark ...... . 
Egypt ••.•••.••. 
EC1 ••••••••••• 

Flnland ........ 
France •••.•••• 
Greece •.•••.•• 
Hong Kong3 •••• 
Hungary .•••••• 
lndla •.•••.••••• 
lndonesla 
Ireland ......... 
Israel •.••..•••• 
Italy .......... . 
Japan ••••••.•• 
Korea ......... 
Luxembourg •.•• 
Malawl •••••.••• 
Mexico .••••••• 
Netherlands •••. 
New Zealand 
Nigeria .••.••..• 
Norway •..••..• 
Pakistan •..••.• 
Phlllpplnes •.••.. 
Poland ......... 
Portugal ..••..• 
Romania ....... 
Rwanda ••..•••. 
Singapore .••..• 

South Africa .••. 
Spain •••..••••. 
Sweden ••••..•• 
Switzerland ..••. 
1'unlsla4 •••••••• 

irurkey .••••..•• 
United Kingdom . 
United States ... 
Uruguay •.••... 
West Germany •• 
Yugoslavla ..••• 
Zimbabwe .•••.. 

Noncontractlng Parties: 

Bulgaria .•.•••.. 
Guatemala •••.• 
Lesotho ........ 
Paraguay .•.••• 
Total 

signatories ••. 

Stand
ards 

A' 
A 
A 

A 
A 
A 

A' 
A' 
A 
A 
A 
A 
s 
A 
A' 
A 

A 

A 
A 
A 
A 

A• 
A 
A 

A 
A 
A 

A 
A 
s 
A 

A 
A 
A 
A 

A' 
A 

A' 
A 

39 

Gov't 
procure- Subsl-
ment dies 

A 

A 

A 
A 

A 

A 

A 

A 

A 

A 
A 

A 

12 

A' 
A 

A 
A 
A 

A 
A 
A 

A 

A 
A' 

A' 
A 
A 

A' 

A 
A 
A' 

A 
A 
A 

A 

A 
A 

s 

25 

1 Reservation, condition, declaratlon, or any combination. 

Bovine 
meats 

A 
A 
A 

p 

A 
A 

A 

A 
A 
A 

A 

A 

A 
A 
A 

A 

A 

A 

A 
A 
A 

A 
A 

A 

A 
A' 
p 

27 

Dairy 
prod
ucts 

A 
A 

s 
A 
A 

A 

A 

A 

A 

A 

A 

A 

A 
A 

A 

A 

16 

Customs Import 
valu- /Ice n-
ation sing 

A' 
A 
A 

A 
A' 
A' 

A 

A 
A 

A 
A 
A' 

A 
A' 

A' 
A• 

A' 
A 

A 

A 

A 
A 

A' 

A 

A 
A* 

A 

27 

s 
A 
A 

A 
A 

A 

A 
A 
A 

A 
A 
A 

A 

A• 

A 
A 
A 
A 
A' 
A 

A 

A 
A 

A 
A 

A 

A 

27 

Civil 
air
craft 

A 
A 

A 

A' s 
A 

A 
s 

A 

A 
A 

A 

A 

A 

A 
A 

A 
A 
A 

A' 
A 

22 

Ant/
dump
Ing 

A 
A 

A 
A 

A 

A 
A 
A 

A 
A 
A 

A 
A 

s• 

A 
A 

A 

A 

A 

A 
A 
A 

A 

A 

24 

2 The EC Is a signatory to all the agreements. Because the Standards Agreement and the Clvll Aircraft Agreement 
cover matters that go beyond the authority of the EC, each of the EC member States Is also a signatory to these 
Agreements. 
3 Hong Kong, which had been applying several of the Codes under the auspices of the United Kingdom, changed Its 
status under the Codes In 1986 and Is now a signatory In Its Individual capacity. 
4 Provisional accession to the GA TT. 

Source: The GATT 
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In October 1987, the Committee considered 
a panel report on Canadian countervailing duties 
on EC beef. The EC first complained in an 
August 1986 mb.ating of a Canadian CVD investi
gation on imports of boneless manufactured or 
processed beef from the EC. By October 1986, 
the Committee had agreed to establish a panel. 
At the request of Canada, however, consideration 
of the panel report was postponed and a special 
meeting regarding the dispute was held in Decem
ber. 

In May 1987, a special meeting was held for 
consultations regarding a U.S. complaint on 
Canada's imposition of a countervailing duty on 
imports of grain corn from the United States.1 

Notification and Review 

Through Committee review of notifications, 
signatories can examine each others' subsidy pro
grams and raise questions regarding consistency 
with the agreement.2 Under the exercise in which 
signatories submit national CVD laws for exami
nation by the Committee, 22 of the 25 members 
have thus far presented their legislation. During 
19 8 7, the Committee examined the legislation of 
India, Korea, Pakistan, and the Philippines. The 
Committee was also notified of amendments to 
countervailing duty laws or regulations by Austra
lia, Brazil, and Japan. 

Signatories are also required to submit semi
annual reports on all CVD actions. These reports 
were discussed by the Committee, and members 
exchanged information on cases of particular in
terest. For the first half of 1987, signatories noti
fying that no countervailing duty actions were 
taken included Austria, Brazil, Chile, Finland, 
Hong Kong, India, Israel, Japan, Korea, the Phil
ippines, Sweden, Switzerland, Turkey, and Yugo
slavia. Countervailing duty actions were notified 
by Australia, Canada, New Zealand, and the 
United States. For the second half of 1987, 
countervailing duty actions were notified by the 
EC, Canada, and the United States.a A summary 
of semiannual reports on CVD actions taken in 
1987 appears in appendix table B-1, except for 
the report of the United States.4 

Group of Experts on the Calculation of a 
Subsidy 

The Group of Experts is charged with resolv
ing signatories' differing interpretations on the 
calculation of the amount of a subsidy. The 
Group of Experts submitted no new draft guide
lines to the Committee in 1987. Moreover, the 
draft guidelines submitted to the Committee in 

' See also the "Canada" section of ch. 4. 
1 GATT art. XVI:l requires all GATT members to re
spond once every 3 years to a questionnaire regarding the 
host country's subsidy programs and to update these 
notifications In the Intervening years. 
3 Second half 1987 notifications received as of May 
1988. 
4 U.S. CVD actions are discussed and listed separately 
In ch. 5. 

1985 on application of the concept of specificity 
remain unadopted due to U.S. concerns. In June 
1987, the Committee agreed to suspend the ac
tivities of the Group due to the heavy workload 
required of several members in the Uruguay 
Round negotiations. The Committee agreed that 
the Group would reconvene as necessary. 

Government Procurement Code 

The Government Procurement Code entered 
its seventh year of operation in 19 8 7. 1 The Code 
requires governments to allow foreign firms to 
compete for Government contracts for goods that 
meet specified criteria.2 It also establishes com
mon and more transparent procedures for provid
ing information on proposed purchases, opening 
and awarding bids, and settling disputes. 

The Committee on Government Procure
ment, which administers the Code, met five times 
in 1987. The primary focus of the Committee's 
work concerned phase two of renegotiation of the 
agreement as required in article IX: 6 (b) . The 
Committee also discussed problems in implemen
tation and administrative matters. 

Renegotiations 

During 19 8 7, the Committee pursued objec
tives agreed upon at its November 1986 meeting 
relating to phase two of the renegotiations under 
article IX:6(b).3 The Committee assigned the In
formal Working Group on Negotiations additional 
responsibilities.4 The Committee decided that the 

1 The 12 signatories to the agreement are listed in table 
2-2. 
2 Most governments employ procurement practices that 
limit foreign competition. Art. Ill of the GATT specifi
cally states that GATT rules restricting the use of inter
nal regulations as barriers to trade do not apply to 
"procurements by governmental agencies of products 
purchased for government purposes." This exclusion 
allows GATT signatories to discriminate against foreign 
suppliers or products in buying products for their own 
use. Countries that sign the Agreement on Government 
Procurement agree not to discriminate against other sig
natories in procurements by specific government agencies 
(referred to as code-covered entities) under certain con
ditions. Each signatory selects which of its agencies it 
will submit to code coverage. For further details, see the 
Operation of the Trade Agreements Program, 37th Re
port, 1985,_ USITC Publication 1871, p. 71. 
3 Article IX:6(b) provides that no later than 3 years after 
the Code enters into force, negotiations must be under
taken to broaden and improve the agreement. The 
renegotiations, formally launched at the Committee's 
November 1983 meeting, had three main aims: (1) im
proving the Code's operation; (2) exploring the possibil
ity of applying the agreement to service and leasing 
contracts; and (3) broadening the Code, by covering 
additional entitles, and/or by lowering the minimum con
tract amount, below which purchases are exempt (the 
threshold level). 

The Committee completed the first phase of renegotia
tions on November 21, 1986. The committee made de
cisions on textual amendments to the agreement, on the 
inclusion of goods leasing contracts, on how to calculate 
the threshold in national currencies, and on procedures 
for finalization of the text of a Protocol of Amendments. 
4 The Informal Working Group was established in 1985 
to redraft proposals to the Code. The group met In Feb
ruary, May, July, and October 1987. 
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Informal Working Group would handle broaden
ing and improvements in addition to service con
tracts. The Informal Working Group met in July 
and October and adopted detailed work plans in 
the areas of broadening coverage and including 
service contracts. The first stage of the work pro
gram on broadening the agreement will entail sub
missions from members with a view to clarifying 
the possible spheres of application that the agree
ment might cover. This phase is to be completed 
by February 1988. The second phase of the work 
plan will involve an elaboration of the appropriate 
approaches to expanding the agreement. The 
situation will be reviewed and negotiations will 
take place on the basis of agreed techniques and 
modalities during the third stage of the work plan. 

In the area of service contracts, the first stage 
of the work plan will consist of clarifying the ap
plicability of the procurement Code to service 
contracts and to identifying the problems to be 
further examined. The examination will be car
ried out on the basis of information submitted by 
members. 

At its October meeting, the Committee 
agreed that members will continue to limit appli
cation to transactions involving more than 
150,000 special drawing rights (SDR) until the 
date of entry into force of the Protocol Amending 
the Agreement (Feb. 14, 1988). New thresholds 
will take effect on that date on the basis of SDR 
130,000 in accordance with the Committee's de
cisions of November 1986.1 

Problems in Implementation 

The EC's practice of netting out value-added 
taxes (VAT) before determining whether or not 
the value of a contract falls below the Code's 
threshold requirement has been a recurring im
plementation issue since 1982. A solution to this 
dispute was proposed by the EC at the Commit
tee'5 meeting on February 12, 1987, whereby the 
EC would reduce its threshold by the equivalent 
of the average effective rate of the different VAT 
regimes in the EC, or 13 percent. This proposal 
would be implemented jointly with the new 
threshold for contracts (130,000 SDR's) provided 
for in the amendments to the agreement. The 
United States accepted this solution on the condi
tion that the 13 percent was the average effective 
rate for the EC, that no major changes to the 
overall average level of VAT were foreseen and 
that this was a practical, nonlegalistic solution. A 
deadline of February 27, 1987, was set for mem
bers to submit their objections to the proposal. 
At its May meeting, the Committee noted that it 
had received no objections, and therefore the 
proposed solution was formally adopted. 

The Committee continued its review of 1985 
national statistics at three of its meetings in 1987. 

1 See Operation of the Trade Agreements Program, 38th 
Report, 1986, USITC Publication 1995, p. 2-18. 
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Proposals were presented to improve statistical 
work including a more detailed breakdown of 
product categories, introduction of statistical 
analysis and greater comparability between na
tional statistics. The deadline for submission of 
1986 statistics was set for September .30, 1987. 
The review of the 1985 statistics was concluded at 
the Committee's October 1987 meeting with .the 
proviso that any outstanding questions could be 
taken up at the first meeting in 1988. 

Administrative Matters 

The Committee examined national imple
menting legislation and practices at its meetings of 
February, May, and October 1987. At the Octo
ber 1987 meeting, it was agreed that information 
from the EC concerning the accession situation of 
Spain, Portugal, and Greece would be circulated 
at a later date. The Committee took note from 
one member concerning its revised national legis
lation and from another member concerning its 
new procedures in the area of supercomputer 
procurement. The Committee conducted its sev
enth annual review at the October 1987 meeting. 

Standards Code 
The Standards Code, formally known as the 

Agreement on Technical Barriers to Trade, en
tered into force on January 1, 1980. Its aim is to 
ensure that technical regulations and product 
standards2 do not create unnecessary obstacles to 
trade.3 As of December 31, 1987, there were 39 
signatories to the Code.4 The Committee on 
Technical Barriers to Trade, which administers 
the Code, met three times in 1987 to exchange 
information and discuss problems in implementa
tion, improvements to the Code, and possible ex
pansion of its coverage. The Committee 
continued discussions regarding mutual accep
tance of test data generated by other parties, im
proving transparency in bilateral standards 
agreements, increasing transparency in the activi-

2 Compliance with a technical regulation is mandatory, 
and compliance with product standards is voluntary. 
Both technical regulation and standard are terms refer
ring to a technical specification for a product, which 
includes any of the following: (a) the specification or 
the characteristics of a product, including, but not lim
ited to, levels of quality, performance, safety or dimen
sions; (b) specifications related to the terminology, 
symbols, testing and test methods, packaging, or mark
inj or labeling requirements applicable to a product; or, 
(c administrative procedures related to the application of 
(a or (b). 
3 Signatory governments are required to ensure that tech
nical regulations and standards are not prepared, 
adopted, or applied in such a way as to obstruct interna
tional trade. Whenever possible, standards are to be 
stated in terms of performance characteristics, rather 
than specific designs. The agreement also seeks to open 
further national standards setting procedures to foreigners 
by allowing interested foreign parties time to comment on 
proposed standards, technical regulations and certifica
tion systems that may affect trade. 
• Mexico became a signatory in 1987. At its meeting in 
March 1987, the Committee agreed to grant observer 
status to the People's Republic of China. The 39 signa
tories to the Code are listed in table 2-2. 



ties of regional standards bodies, and developing 
proposals for consideration in the Uruguay 
Round. The fourth meeting on Procedures for 
Information Exchange was held in conjunction 
with the October Code Committee meeting. The 
Committee also met in restricted session on four 
occasions to pursue its investigation of a case 
raised by the United States against the EC's Ani
mal Hormone Directive. 

During 1987, the Committee continued its 
discussion of various approaches to the issues of 
testing, inspection, and type approval. Facilitat
ing the mutual acceptance of test data and reduc
ing the unnecessary costs of duplicative testing 
and burdensome administrative procedures were 
identified by the United States as key areas for 
improving the Standards Code in 1985 during the 
Code's "third year review." The following year, 
the Committee agreed that any testing and inspec
tion activities carried out by members should be 
based on the principles and rules of internation
ally recognized "guides" on laboratory recogni
tion issued by the International Standards 
Organization and the International Electrotechni
cal Commission. In 1987, the Committee 
adopted a U.S. proposal recommending that 
members provide information on steps taken to 
implement these principles and rules in their in
spection and testing activities. Several members 
presented information on the implementation of 
these "guides" in their countries. The subject of 
testing, inspection, and type approval will con
tinue to be discussed during the Uruguay Round 
talks. 

Since 1985, the United States has expressed 
concerns about the lack of transparency in the 
activities of regional standards bodies such as the 
European Conference of Postal and Telecom
munications (CEPT). 1 During telecommunica
tion talks between the United States and the EC 
in February 1987, the CEPT announced that it 
was considering establishment of a sixty-day pe
riod during which interested parties could submit 
comments to CEPT on its draft standards. The 
United States views this as a positive step. 

The Committee discussed how its work on 
standards could be organized to serve in a sup
portive role for the Uruguay Round, particularly 
the relation of the Committee's work to that of 
the Uruguay Round Negotiating Group on MTN 
Agreements and Arrangements. The Committee 
compiled a non-exhaustive list of subjects that 
might be addressed in the Uruguay Round to fur
ther clarify, improve, or expand the standards 
Code. The United States supported the inclusion 

1 At the Committee's October 1986 meeting, the United 
States noted that some regional bodies do not provide 
opportunities for suppliers from non-member countries to 
participate in the development of their standards or re
ceive certification under their system. The United States 
specifically cited the CEPT as one such organization. 

of testing, inspection, and type approval2; trans
parency in bilateral standards-related agreements; 
transparency in regional standards activities; and 
processes and production methods as topics for 
discussion. At its June 1987 meeting, the Com
mittee agreed that the list would be submitted to 
the Negotiating Group on MTN Agreements and 
Arrangements. 

The EC's animal hormone directive was 
again a topic of discussion in 19 8 7. In January 
19 8 7, the United States initiated bilateral consul
tations with the EC under art. 14.1 of the Code's 
dispute settlement procedures. Bilateral consulta
tions were held in February and the United States 
submitted a written proposal under art. 14.2, but 
the two sides failed to reach a compromise. At 
the March 1987 meeting of the Committee, the 
United States notified the Committee that if a 
resolution to the issue were not reached in the 
near future, it would request an investigation of 
the matter by the Committee under art. 14. 4 of 
the agreement. Accordingly, after another round 
of talks in April, the United States resubmitted its 
request for an investigation which was then initi
ated on May 22.3 The Committee's investigation 
into the case ended inconclusively in September 
1987 when the Committee agreed to meet again 
as appropriate.4 

Agreement on Import Licensing 
Procedures 

In 19 8 7, the Committee on Import Licensing 
held four meetings (the seventeenth through the 
twentieth) in March, May, September, and Octo
ber. In addition, signatories held informal con
sultations during the year. Discussions on 
compliance with the Agreement on Import Li
censing Procedures (the Agreement) and on the 
work program continued.s Signatories communi
cated to the Committee changes in their laws, 
regulations and administrative developments rele
vant to the Agreement, and updated their re
sponses on the GA TT questionnaire on import 
licensing procedures. The Committee also re
quested new information regarding the documen
tation signatories required for entry into their 
customs territory. 

2 "Type approvals" authorize the sale of all products of a 
particular type from a particular company. See Opera
tion of the Trade Agreements Program, 36th Report, 
1984, USITC Publication 1725, p. 67, fn. 2. 
3 Under the terms of the Agreement, either Party to a 
dispute may request the establishment of a Technical 
Experts Group (for issues relating to questions of a tech
nical nature) or Panel if, after 3 months of the Commit
tee's investigation, no satisfactory solution has been 
reached. In July, a U.S. request for a Technical Ex
perts Group was blocked by the EC. 
4 See the ch. 4 section on the EC for further details on 
this issue. 
5 The Agreement on Import Licensing Procedures entered 
into force on Jan. 1, 1980, committing signatory govern
ments to simplify procedures importers must follow to 
obtain licenses. Products traded internationally are 
sometimes subject to bureaucratic delays and additional 
costs as a result of cumbersome import-licensing sys
tems. Such systems act, therefore, as barriers to inter
national trade. 
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At the March meeting, China asked to be 
admitted as an observer. Several signatories, in
cluding the United States, welcomed the request, 
and China was granted observer status on that 
date. On March 27, the Agreement entered into 
force for Poland, after Poland's instrument of 
ratification was accepted in February. Poland 
signed the Agreement in April 1986. Mexico be
came a signatory in July, subject to ratification by 
its Government. As of October 9, 1987, the 
Agreement had 27 signatories.1 In the 1987 
meetings, the 

Committee discussed the relationship of its 
work to the Uruguay Round. Signatories agreed 
that certain records issued by the Committee 
should be transmitted to the Negotiating Group 
on the MTN Agreements. Many stressed that a 
free flow of information in both directions be
tween the Committee and the Negotiating Group 
was desirable. 

Customs Valuation Code 

The Customs Valuation Code establishes a 
uniform system of rules to determine the customs 
value for imported goods.2 The Code provides 
detailed rules for determining the value of im
ported goods used as a basis for assessing ad 
valorem customs duties. The rules are designed 
to promote a fair, uniform, and neutral system of 
valuation and to preclude the use of arbitrary or 
fictitious values.3 With greater uniformity of 
practices applied by signatories, exporters and im
porters are able to estimate more reliably how 
their goods will be valued by customs authorities. 
In 19 8 7, Spain followed Portugal's 19 8 6 action 
and withdrew from the Code individually in order 
to be represented by the EC. Mexico and Zim
babwe joined the Code in 1987, bringing to 27 
the total number of signatories.4 In May 1987, 
the Committee granted China observer status to 
attend meetings. China becomes one of three 
countries with observer status (including Bulgaria 
and Ecuador) that are not contracting parties. In 

1 For a full listing of the signatories, see table 2-2. 
2 The Customs Valuation Code, formally titled the 
Agreement on Implementation of Article VII, entered 
into force internationally on Jan. 1, 1981, although the 
United States and the EC agreed to implement the agree
ment on July 1, 1980. 
3 The Code establishes a primary method of valuation 
and a series of alternative methods to be applied in a 
prescribed sequence. First, the transaction value method 
is applied when the duty is levied on the price actually 
paid or payable for the goods with a limited number of 
adjustments. If the primary method is not feasible, the 
second alternative is to use the transaction value of an 
"identical" good sold to the same importing country. 
The third method uses the transaction value of a "simi
lar" goods that is sold. If none of these methods are 
possible, other reasonable means consistent with the 
agreement may be used. A signatory to the agreement is 
permitted to determine customs value on either an f.o.b. 
(free-on-board) or c.i.f. (cost, insurance, and freight) 
basis. The United States uses f.o.b., and most other 
countries use c. i. f. 
~ See table 2-2 for a full listing of this Code's member
ship. 
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addition, India requested and was granted a fur
ther extension of its request for delayed imple
mentation of the provisions of the Code.5 India 
promised, however, that it would be in a position 
to fulfill Code obligations in the near future when 
enactment of amendments to customs legislation 
is completed. 

Committee Activities 
During 19 8 7, the Committee on Customs 

Valuation discussed various topics relating to the 
Code's operation. To promote transparency, the 
signatories must inform the Committee of changes 
in customs laws and regulations and in their ad
ministration. Technical assistance, to aid devel
oping countries as they join and prepare for 
application of the Agreement, continues to be a 
priority activity. During 1987, the Committee ex
amined the national implementing legislation of 
Argentina, Brazil, Czechoslovakia, Korea, and 
Lesotho. 

In 1987, the Committee continued its review 
of the status of the application of two decisions 
adopted in 1984-one on the treatment of interest 
charges and the other on the valuation of com
puter software. Both items will remain on the 
agenda as long as relevant material is being sub
mitted by signatories for review. 

At its May and November meetings, the 
Committee continued to discuss the activities of 
private inspection companies involved in the valu
ation of goods on behalf of governments (a prac
tice known as preshipment inspection). The 
issue, raised by the United States, also drew con
cern from other signatory countries.6 One ob
server country that employs preshipment 
inspection submitted a statement of its govern
ment's position regarding the practice. The Com
mittee agreed to keep the matter on the agenda 
pending further developments. 

Technical Committee 
In October 1987, the Technical Committee 

reported that it had adopted two instruments 
elaborating on technical matters. One adopted 
text commented upon the application of para
graph 2 of the decision of the Committee on Cus
toms Valuation on the valuation of carrier media 
bearing software for data processing equipment 
(VALIS). The second item adopted was an advi
sory opinion on the conversion of currency in 
cases where a contract provided for a fixed rate 
of exchange. 

5 Of the Code's 27 signatories, 21 (counting the EC 
member countries as one unit) are currently applying the 
agreement and the remainder have delayed application 
under the provisions of art. 21: 1 of the agreement. 
Those now applying the Agreement include Australia, 
Austria, Botswana, Brazil, Canada, Czechoslovakia, the 
EC, Finland, Hong Kong, Hungary, Japan, Korea, New 
Zealand, Norway, Romania, South Africa, Sweden, 
Switzerland, the United States, and Yugoslavia. 
e The United States raised the issue in the committee as 
a result of a sec. 301 petition filed by the Florida Ex
porters' Association. The petition was withdrawn as a 
result of a commitment made by the USTR to pursue the 
matter on several fronts, including the Code Committee. 
See also, Preshipment Inspection Programs and their 
Effects on U.S. Commerce, USITC Publication 2003, 
August 1987. 



Antidumping Code 
The Antidumping Code prescribes the proper 

conduct for antidumping investigations and the 
imposition of antidumping duties based on provi
sions of the General Agreement. 1 It sets guide
lines for the use of these measures and related 
practices such as retroactive application of an
tidumping duties and price undertakings.2 The 
Code also obligates developed countries to give 
special consideration to the developing countries 
before applying antidumping duties. In July 
1987, Mexico signed the Code ad referendum, 
bringing to 24 the total number of signatories.3 

Committee Activities 

Regular activities of the Committee on An
tidumping Practices include reviewing national 
antidumping legislation and antidumping actions 
reported by signatories. The Committee has 
charged an ad hoc group with drafting recom
mendations on the interpretation and implemen
tation of various aspects of the Code. The results 
of the group's work are then reviewed by the 
Committee. The Committee is also responsible 
for conciliation of formal disputes among signato
ries. 

Notification and Review 

The Committee discusses questions raised by 
members regarding the consistency of national 
legislation with the Code's provisions and com
plaints by parties regarding antidumping actions 
taken against their exports. During 1987, the 
Committee received notification of amendments 
to antidumping laws of regulations from Austra
lia, 4 Brazil,5 the EC,6 and Japan7, It also re
viewed the antidumping legislation of Sweden,6 
India,s Korea, 10 and Pakistan.11 

1 The agreement, formally called The Agreement on 
implementation of Article VI of the GA TT, was negoti
ated during the Tokyo Round in 1973-79 as a replace
ment to the original Antidumplng Agreement. The 
renegotiation was conducted to bring certain provisions, 
especially those concerning determination of injury, price 
undertakings, and the collection of antldumping duties, 
into line with similar provisions In the Agreement on 
Subsidies and Countervailing Duties also concluded in 
the Tokyo Round. 
2 In price undertakings, the exporter volunteers " ... to 
revise its prices or to cease ••. [dumping] ... so that 
the authorities are satisfied that the injurious effect of the 
dumping is eliminated." 
3 See table 2-2 for a full listing of the Code members. 
•Customs Notice No. 87/169 on new procedures for the 
processing of petitions. 
11 Decree No. 93.941 of Jan. 16, 1987, and Customs 
Policy Commission Resolution No. 00-1227 of May 14, 
1987. 
11 Council Regulation No. 2336/86 on collecting duties 
upon imports into Spain and Portugal, Notice on proce
dures for reimbursement of antidumping duties, and 
Council Regulation No. 1761/87. 
1 Guidelines for the conduct of antidumping and counter
vailing duty investigations. 
• Ordinance on Dumping and Subsidy Investigations of 
Sept. 5, 1985. 
11 The Customs Tariff (Second Amendment) Act of 1982 
and related Customs Tariff Rules of 1985. 
10 Art. 10 of the Customs Act and Art. 4 of the Presi
dential Decree of the Customs Act. 
11 Ordinance No. Ill of 1983. 
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Parties to the Code report antidumping ac
tions to the Committee on a semiannual basis. 
During the first half of 1987, countries reporting 
that no antidumping actions were taken included 
Austria, Brazil, Czechoslovakia, Hong Kong, 
Hungary, India, Japan, Norway, Poland, Sin
gapore, Sweden, Switzerland, and Yugoslavia. 
Antidumping actions reported by Australia, Can
ada, the EC, Finland, and Korea for the first half 
of 1987 and by Canada and New Zealand for the 
second half are contained in appendix table 
B-2.12 Actions undertaken by the United States 
are also reported to the Code Committee; how
ever, these are discussed and listed separately in 
chapter 5. 

Ad Hoc Group on Implementation of the 
Code 

During 1987, the Committee considered a 
draft recommendation regarding the definition of 
input dumping13 that had been submitted in 1984 
by the ad hoc group. The Committee remained 
unable to agree to adopt the recommendation. 
Meanwhile, the ad hoc group continued to dis
cuss proposed recommendations on 3 subjects: 
(1) price undertakings in antidumping proceed
ings involving imports from developing countries, 
(2) revision of price undertakings, and (3) termi
nation of price undertakings. 14 Although discus
sions of methods for determining a constructed 
value and cumulative injury assessment were con
cluded, the group was unable to agree on draft 
recommendations to submit to the Committee. 
The group agreed to discontinue its discussions on 
the issue of definition of "sale" and to revert to 
the matter in the future.15 

Agreement on Trade in Civil Aircraft 
The Agreement on Trade in Civil Aircraft 

provides for duty-free treatment of identified civil 
aircraft, civil aircraft engines, and civil aircraft 
parts. This Code also seeks to eliminate NTM's, 
such as the use of official export credits and cer
tain government purchase policies. No new coun
tries joined the Code in 1987, leaving at 22 the 
total number of signatories. 16 

12 Second half 1987 notifications received as of May 
1988. 
13 Input dumping refers to export sales of a product, 
whether or not itself dumped, that contains inputs pur
chased internationally or domestically at dumped prices. 
1• An "undertaking" normally occurs when the investigat
ing country accepts an offer by the exporter concerned to 
take unilateral price-related action so as to eliminate the 
injury caused by the imports. When an undertaking is 
accepted, the investigation is terminated without duties 
being imposed. 
111 In March 1984, the EC requested the Committee to 
conciliate a dispute with Canada over a Canadian an
tidumping investigation against sales of electric genera
tors from Italy. Conciliation was postponed because the 
Committee sought the assistance of the ad hoc group, 
particularly in examining the Code's definition of a sale. 
Conciliation has not resumed to allow for the continuing 
efforts by the ad hoc group. 
111 See table 2-2 for a full listing of this Code's member
ship. 
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The Committee on Trade in Civil Aircraft 
held two regular meetings and two special meet
ings in 1987. In 1986, the Committee finalized 
work on the transposition into the Harmonized 
System nomenclature of the Annex to the Agree
ment, which enumerates the products covered by 
the Code. In December 1986, the Committee 
adopted the Protocol Amending the Annex to the 
Agreement. The protocol was open for signature 
throughout 1987 and entered into force on Janu
ary 1, 1988, for those signatories who have ac
cepted it. The Committee also exchanged views 
on further negotiations aimed at improving the 
Agreement, U.S. aircraft maintenance regula
tions, ways to improve statistical reporting of air
craft trade data, and government mandated 
offsets in civil aircraft sales. 

. U.S. officials requested the first special meet
ing of the GA TT Aircraft Committee in March in 
order to discuss the Airbus dispute within the 
GATT framework. 1 The United States alleges 
that the Airbus project is contrary to the obliga
tions of the Airbus partner governments under 
the Civil Aircraft Code, specifically articles 4 and 
6, which prohibit unfair inducements for potential 
purchasers and trade distorting subsidies. The 
Committee agreed that clarification of these arti
cles would be discussed in regular ongoing ses
sions, as long as the discussion related to civil 
aviation in general rather than Airbus in particu
lar. In 19 8 7, the Aircraft Committee met for a 
second special session in July, as well as several 
informal meetings, to discuss interpretation of ar
ticles 4 and 6. 

International Dairy Arrangement 

The primary objectives of the GA TT Interna
tional Dairy Arrangement (IDA) are to expand 
and liberalize world trade in dairy products by im
proving international cooperation.2 Activities un
der the arrangement, which also includes 
protocols on certain milk powders, milk fat (in
cluding butter), and certain cheeses, are coordi
nated by the International Dairy Products 
Council.3 With no new members joining in 1987, 
16 signatories (including the EC representing its 
member states) constituted the total membership 
of the IDA4 The United States is no longer a 
member.5 During the Council's two meetings in 

1 F~r a discussion of the Airbus dispute, see the ch. 4 
section on the EC. 
2 GATT, Basic Instruments and Selected Documents 
Supp. 26, p. 91. ' 
3 The three protocols annexed to the Arrangement are 
the Protocol Regarding Certain Milk Powders the Proto
co,i Regarding Milk Fat, and the Protocol Regarding Cer
tain Cheeses. 
' Sec table 2-2 for a full list of members. 
11 For a discussion of the controversy over reduced-price 
sales of surplus butter stocks that led to U.S. withdrawal 
from the arrangement, effective Feb. 14 1985 see Op
eration of the Trade Agreements Progra/n 36th Report 
1984, USITC Publication 1725, p. 72. ' ' 
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1987, it evaluated the world market for dairy 
products,e assessed price levels, and reviewed the 
functioning of the Arrangement. 

With respect to market conditions the Coun
cil observed that the world market for dairy prod
ucts had shown improvement in 1987 and that 
efforts to contain world milk production were be
ginning to show results. Further, it concluded 
that the international market for butter and anhy
drous milk fat remained fragile as some country 
efforts to dispose of dairy surpluses in early 1987 
had contributed to market uncertainties through
out the year. Also, 19 8 7 import demand for 
cheese and milk powders recovered from the low 
levels of 1986. 

During 1987 price reviews, the Council de
cided to raise minimum export prices for certain 
dairy products. Effective June 25, 1987, mini
mum prices per ton for skimmed milk powder 
and buttermilk powder were raised to $765 from 
$680, and prices for whole milk powder were 
raised to $900 from $880. Then, on September 
23, 1987, the minimum export prices were raised 
again to $825 per ton for skimmed milk powder 
and buttermilk powder, to $950 per ton for whole 
milk powder, and to $ 1.120 per ton for certain 
cheeses. 

At its September meeting, the Council re
viewed the functioning of the IDA. The Council 
agreed to devote some of its subsequent meetings 
to discussion of working methods such as improv
ing documentation and exchange of information 
for the Committee and Council proceedings. 

Arrangement Regarding Bovine Meat 

The Arrangement Regarding Bovine Meat 
(the. Arrangement) promotes international coop
eration towards expansion, liberalization, and sta
bilization of trade in meat and livestock.7 Total 
membership of the Arrangement is 26 signato
ries.8 The signatories include all major beef ex
porting and importing countries, except the 
U.S.S.R. Under the Arrangement, the signato
ries collect and distribute data on production and 
trade. They also consult on market conditions 
and discuss problems raised by members. 

During 1987, the International Meat Council 
(IMC), which administers the Arrangement, con
tinued to consider several proposals intended to 
improve its effectiveness. The Council did not 
adopt the proposals but agreed to continue to dis
cuss them in its next meetings. The proposals 
suggest the use of several objective criteria or in-

11 To accomplish this task, the Council normally consid
ers such items as national policies, food aid data re
garding products, and reports of the Commit

1

tees that 
oversee the three protocols. 
7 GATT, Basic Instruments and Selected Documents, 
Supp. 26, p. 84. 
8 See table 2-2 for a full listing of Code members. 



dicators for determining the presence and 
extent of imbalances within world meat markets. 1 

The IMC also discussed a background paper 
prepared by the Secretariat on suppon and inter
vention mechanisms in place in producer coun-

1 These proposals stem from discussions held over the 
past few yean to consider complaints by members, such 
u Argentina, New Zealand, and Uruguay, about per
ceived Imbalances In the International meat market. 
These members claimed that EC subsidies on bovine beer 
exports, contrary to art. I of the Arrangement, had 
boosted the EC's market share, making It a major world 
supplier, and destabilized the world meat market. For 
further details, see the Optratlon of the Trade A1r1e· 
ments Pro1ram, 36th Report, l'JBI, USJTC Publication 
1725 p. 73. 

tries. The IMC agreed that the Secretariat should 
continue to send an annual questionnaire on bo 
vine meat to certain contracting panies and 
GA TI observers that are not members of the Ar
rangement. 

The Meat Market Analysis Group (MMAG) 
is a subsidiary body of the IMC that is responsible 
for reviewing the situation and outlook for the bo
vine meat market. The MMAG observed that 
since mid-1986, price recovery had occurred in a 
number of the international markets for bovine 
meats. However, the MMAG noted that a trend 
of decreasing beef and veal consumption is occur
ring in an increasing number of countries. 
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CHAPTER 3 

TRADE ACTIVITIES OUTSIDE 
THE GAIT 

INTRODUCTION 
Although the General Agreement on Tariffs 

and Trade (GA TT) provides the broad interna
tional framework for conducting international 
trade, several other organizations also deal with 
international trade issues, notably the Organiza
tion for Economic Cooperation and Development 
(OECD and the United Nations Conference for 
Trade and Development (UNCTAD). The 
OECD and the UNCT AD provide forums for 
consultation and policy coordination on issues in
cluding, but not limited to, trade. They cover a 
wider range of subjects than the GAIT, but they 
do not aim for the same degree of specific inter
national obligation required of GAIT members. 
Nevertheless, the work of these organizations 
often complements the work done in the GA TT. 
Other bodies such as the Customs Cooperation 
Council (CCC) and the international commodity 
organizations cover a narrower purview than the 
GA TT and provide a basis for coordinating and 
regulating certain specific aspects of international 
trade. 

This chapter discusses U.S. participation in 
the OECD, the UNCT AD, the CCC, and interna
tional commodity organizations. It also covers 
the U.S. bilateral investment treaty program, the 
U.S.-lsrael Free-Trade Area Agreement, the 
U.S.-Soviet Grain Agreement, and progress on 
trade agreements in the services sector. 

ORGANIZATION FOR ECONOMIC 
COOPERATION AND DEVELOP1\1ENT 

The OECD is essentially a forum for industri
alized countries to consult and coordinate a broad 
range of economic issues facing them. 1 Its objec
tives are to (1) promote the financial stability and 
economic growth of members, (2) promote sound 
economic development of nonmembers, and (3) 
expand world trade on a multilateral, nondis
criminatory basis. Its decisions are not binding 
on individual members. The following section is 
limited to the organization's main trade-related 
activities. 

Ministerial Declaration 
On May 12 and 13, representatives from the 

OECD met in Paris for their annual ministerial 

1 Current members of the OECD are Australia, Austria, 
Belgium, Canada, Denmark, Finland, France, West 
Germany, Greece, Iceland, Ireland, Italy, Japan, Lux
embourg, the Netherlands, New Zealand, Norway, Por
tugal, Spain, Sweden, Switzerland, Turkey, the United 
Kingdom, and the United States. The Commission of 
the EC and Yugoslavia, under special status, also take 
part in activities of the organization. 

conference. Highlights of the conference were a 
commitment made by the ministers to advance 
reform of agricultural trade and a pledge by West 
Germany to expand its domestic economy. 

On the subject of agricultural trade, the final 
communiqu issued by the ministers urged mem
ber countries to develop a more rational approach 
in their domestic agricultural policies. They 
pledged "a progressive and concerted reduction 
of agricultural supports" across all commodities 
and countries. Despite the political difficulty of 
the task, the ministers declared that the swelling 
farm-production supports, which artificially boost 
prices and lead to immense agricultural surpluses, 
must be superseded by a new system. Specifi
cally, the communiqu stated that price guarantees 
or other production-support measures should be 
replaced by direct farm income support. The 
United States greeted the consensus on agricul
ture as a significant step forward, giving political 
impetus to the Uruguay Round of GAIT negotia
tions, in which liberalizing trade in agriculture is a 
major objective. 

Turning their attention to international trade 
in general, the ministers made several points. 
They noted that competitive international mar
kets provide "the most powerful means of pro
moting economic efficiency and growth." In 
urging discipline in strengthening and expanding 
the open multilateral trading system, they called 
for a reversal of restrictive trade measures. Re
strictive trade measures, they noted, interfere 
with markets and structural adjustment efforts, 
harm consumer interests, reduce investment in
centives, and thus hamper economic growth. 

On the subject of the Uruguay Round of 
GA TT negotiations, the ministers committed 
themselves to resisting protectionist trends and 
producing results beneficial to all countries, de
veloped and developing. To that end, the minis
ters vowed that OECD member countries would 
advance comprehensive proposals on the various 
negotiating topics in the GA TT discussions, abide 
by their standstill and rollback commitments, and 
resist domestic protectionist pressures. 

In another development at the conference, 
West Germany made a commitment to expand its 
economy in June if domestic economic growth 
falls below a 2-percent annual rate. The United 
States had long been urging West Germany and 
Japan to take action to stimulate domestic de
mand, thereby to rely less on export-led growth 
and to help cut the U.S. trade deficit. The Ger
man commitment was part of an agreement in 
which Japan repeated its pledge to stimulate its 
domestic economy and the United States pledged 
to reduce its budget deficit. 

Agricultural Trade 
The question of how to reform world agricul

tural trade has been a subject of OECD work for 
several years. An economic report presented by 
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the OECD Secretariat at the ministerial meeting1 

singled out distortions in agricultural trade as the 
issue that requires the most immediate attention. 
The report also cited reversing the erosion of the 
international trading system as the top priority of 
member governments. Agricultural support pro· 
grams, the report noted, are costly and breed ten
sion among trading partners that can threaten the 
open-trading system as a whole. The report 
stated that there is no economic justification for 
protecting agricultural trade from market forces. 
It also noted that if social grounds for farm sup· 
port policies exist, such assistance should be sepa
rated from production incentives. 

A methodology developed by the OECD in 
its recent work on agricultural support programs 
measures the relative levels of assistance provided 
by member governments. The system uses pro
ducer and consumer subsidy equivalents to deter
mine the share of assistance in the value of each 
country's agricultural output.2 For 1985, the 

1 OECD, National Policies and Agricultural Trade 
(Paris, 1987). 
2 Both of the subsidy equivalents are designed to measure 
all policies that assist producers and consumers of agri· 
cultural commodities. The producer subsidy equivalent is 
defined as the payment that would be required to com· 
pensate farmers for the loss of income resulting from the 
removal of a given policy measure. The consumer sub· 
sidy equivalent corresponds to the implicit tax on con
sumption resulting from a given policy measure and to 
any subsidies to consumption. They are a broader 
measure of assistance than nominal or effective rates of 
protection. See OECD, National Policies and Agricul
tural Trade, 1987. 

Table 3-1 

OECD determined that the subsidy equivalent 
represented 70 percent of the value of output of 
major agricultural products in Japan. The com· 
parable figure for the United States was 20 per· 
cent, and for the EC, 40 percent. 

The OECD, which released its report on the 
subsidy equivalents during the ministerial meet· 
ing, found that, during 1979-81, on average 
about 32 percent of the sales value of the 11 com· 
modities studied consisted of the subsidy equiva
lent. The OECD's findings are summarized in 
table 3-1. The OECD also found that the bulk of 
the subsidies in member countries are accounted 
for by Japan, the United States, and the EC. 
Dairy products and rice top the list of individual 
commodities subsidized in OECD countries, ac
cording to the report, with the subsidy equivalent 
making up over 60 percent of their sales values. 
Wool and soybeans, at about 10 percent each, 
had the lowest subsidy element in the sales values 
of each of the commodities studied. 

The OECD research concluded that world 
markets are unable to further absorb the surplus 
production brought on by the high subsidy levels. 
This situation sharpens trade tensions, increases 
commodity price fluctuations, hampers economic 
growth, precipitates retaliatory trade measures, 
hinders growth in the developing countries, and 
does not effectively support farm incomes. The 
OECD concluded that such circumstances, if al
lowed to continue, could cause "dire conse
quences," leading to "a cycle of gluts and 
shortages that could not fail to damage the world 
economy." 

Producer subsidy equivalents by commodity and country, average 1979-81 

(In percent) 

Nordic 
United Austra- New coun-

Commodity States Canada EC Ila Japan Zealand tr/es1 

Dairy ........... 48.2 66.5 66.8 20.8 83.3 18.0 70.8 
Wheat .......... 17.2 17.6 428.1 3.4 95.8 S.8.2 56.6 
Coarse grains .... 13.1 13.3 27.9 2.9 107.1 5.3 54.7 
Beef and veal .... 9.5 13.1 52.7 4.0 54.9 12.5 61.6 
Pig meat ........ 6.2 14.5 21.7 2.7 14.0 7.4 23.5 
Poultry meat ..... 6.3 25.7 16.4 2.5 20.5 4.7 43.4 
Sugar ........... 17 .1 12.5 25.0 11-5.0 48.4 (7) 33.4 
Rice ............ 5.4 (7) 13.6 14.4 68.8 (7) (7) 
Sheep meat ' .... (7) (7) 45.0 3.1 (7) 18.2 63.5 
Wool ............ (7) (7) (7) 3.9 (1) 16.3 0 
Soybeans ........ 6.9 (7) 36.2 (7) 108.1 (1) (1) 

Average, 1979-81 16.0 23.9 42.8 4.7 59.4 15.5 56.1 

1 Finland. Iceland, Norway, Sweden, and Switzerland. 
2 Portugal. Spain, and Turkey. 
3 Based on national currencies converted to U.S. dollars at prevalllng exchange rates. 
4 Common and durum wheat. 
11 Negative numbers Indicate a tax on producers. 
11 Wheat and rye. 
1 Not calculated. 

Source: OECD, National Policies and Agricultural Trade, Paris, 1987. 

3-2 . ' 
I J 

Medlter 
ranean OECD 
coun- aver 
tr/es2 Austria age3 

68.4 77.9 63.5 
10.7 821.1 21.5 
14.8 19.5 19.0 
17.6 42.9 30.0 
16.7 32.2 16.5 
19.4 28.4 14.0 
39.7 39.4 26.6 
41.9 (7) 61.0 
14.8 (7) 28.5 
26.9 (7) 9.4 
21.9 (1) 9.0 

26.1 42.8 32.1 



Export Credits Arrangement 
The Arrangement on Guidelines for Offi

cially Supported Export Credits (the arrange
ment) was designed to regulate government
sponsored subsidies on export credits. Every 6 
months (in January and July) the OECD rates are 
subject to automatic revision to reflect changes in 
the market rates of interest among member coun
tries.1 

Change in Export Credit Rules 

After a 3-year campaign by the United States 
to strengthen international discipline in the use of 
mixed credits, representatives of the OECD 
agreed in March 1987 on a strategy for restrain
ing the use of subsidized export credits to devel
oping countries. The so-called "mixed credits" 
reduce the effective interest rate on loans by mix
ing development aid with commercial export fi
nancing. 

The new rules, taking effect in phases, will 
make mixed credits more expensive for lending 
countries. Prior to the rule change, countries 
with relatively low interest rates enjoyed a built-in 
competitive advantage over higher interest-rate 
countries like France, Italy, and the United King
dom. The advantage enjoyed by low interest-rate 
countries will be ended under the new plan.2 

The scheme set up a two-stage transition to a 
more transparent system of export credits. In 
July 19 8 7, the minimum grant element of a 
mixed-credit offer to developing countries rose 
from 25 percent to 30 percent. In July 1988, the 
grant element will rise to 35 percent. The mini
mum grant proportion of mixed-credit offers to 
the least developed countries will climb to 50 per
cent. Raising the grant element is intended to 
ensure greater transparency of the system and to 
deter the use of mixed credits as a tool of export 
promotion by making them more costly. 

1 For a more complete discussion of the automatic ad
justment mechanism, see the Operation of the Trade 
Agreements Program, 35th Report, 1983, USITC Publi
cation 1535, pp. 118-119. 
2 Three low interest-rate countries-Japan, Austria, and 
Switzerland-withheld final approval of the plan until the 
very end of negotiations because of this factor. 

Table 3-2 

The participants also agreed to revamp the 
method for calculating the grant element of 
mixed credits. Revision of the grant-element for
mula will make it more difficult for exporting 
countries with low interest rates to meet the mini
mum grant-element thresholds. Previously, a 
10-percent interest rate was used in determining 
the subsidy element of mixed credits. On the ba
sis of a proposal offered late in the negotiating 
process, greater reliance on market interest rates 
as a guideline will be used for calculating the 
grant element under the revised scheme. 

Another aspect of the revision increased the 
minimum interest rates on commercial loans that 
benefit from subsidies on official export credits. 
This change eliminates subsidies on export credits 
to relatively rich countries and reduces those sub
sidies in other cases. Recipients most likely to be 
affected by this particular modification are the 
Soviet Union and OPEC members. 

Interest-Rate Change 

Minimum interest rates that member coun
tries may now charge on officially supported ex
port credit offers are presented in table 3-2.3 
Minimum interest rates for export-financing of
fers set by the automatic adjustment mechanism 
fall into three categories of recipient countries 
(relatively rich, intermediate, and relatively poor) 
for two main time periods of financing (2-5 years 
and over 5 years). The short term interest rates 
rose by six-tenths of 1 percentage point for all 
three country groups to 10.15 percent for rela
tively rich, 8.85 percent for intermediate, and 
8.00 percent for relatively poor. Long-term inter
est rates for relatively rich and relatively poor 
countries also rose by the same increment, to 
10.40 percent and 8.00 percent respectively. 
Long-term interest rates for intermediate coun
tries were unchanged at 9.35 percent. Interest 
rates were last changed on July 15, 19 8 6. 

3 The OECD-authorized minimum interest rates are re
viewed each January and July and are subject to auto
matic revision. A movement of one-half of one percent 
in the weighted-average bond rates denominated m U.S. 
dollars, West German marks, British pounds sterling, 
French francs, and Japanese yen induces automatic ad
justment of the minimum interest rates. 

Minimum Interest rates, for ofllclally supported export credits, by repayment periods, 1 guldellnes set on 
Jan. 15, 1988 

Country type2 

Relatively rich ...................... . 
Intermediate ........................ . 
Relatively poor3 ...................... . 

(In percent) 

2 to 5 years 

Present 

10.15 
8.85 
8.00 

Former 

9.55 
8.25 
7.40 

1 The rates adopted In July 1986 are shown In the "Former" column. 

Over 5 years 

Present 

10.40 
9.35 
8.00 

Former 

9.80 
9.35 
7.40 

2 Relatively rich countries are defined as having a per capita Gross National Product (GNP) over $4,000: Intermedi
ate countries, per capita GNP between $681 and $4,000; and relatively poor countries, per capita GNP below $681. 
3 Countries In this category are ellglble for financing from the International Development Association, which provides 
Interest-free loans to the least developed countries. 
Source: OECD. 
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Information, Computer, and 
Communications Policy 

In December 1987, a meeting of the OECD's 
Information, Computer, and Communications 
Policy Committee was convened. The meeting 
focused on challenges and opportunities pre
sented by information technology and the need to 
improve conditions for international diffusion and 
trade in this sector. Specific subjects discussed at 
the meeting were information and communica
tions technologies for economic development, ex
periences and challenges of telecommunications 
policies, and improving international rules affect
ing telecommunications. The final outcome of 
the meeting was a Chairman's concluding state
ment, which contained observations and recom
mendations by and for member countries. 1 

On the subject of information and communi
cations technologies for economic development, 
the concern was expressed that the potential for 
economic growth and job creation offered by in
formation and communication technologies was 
not being fully realized. Constraints on diffusion 
of information and communications technologies 
were linked to insufficient training in the tech
nologies and a lack of awareness by workers, 
managers, and the public of the benefits the tech
nologies may produce. Intellectual property pro
tection, tariffs, nontariff barriers, and data 
privacy were also identified as issues imposing 
constraints on diffusion of information and com
munications technologies. Many member coun
tries shared the view that coordination of 
government and private-sector initiatives would 
help remedy this problem. 

On the subject of experiences and challenges 
of telecommunications policies, the Chairman's 
conclusions noted that diverse approaches to tele
communications policies in member countries are 
being undertaken that reflect national interests 
mixed with increasingly larger international di
mensions of telecommunication policy. In line 
with this observation, the Chairman stated that 
member countries are less focused on competition 
versus monopoly in determining telecommunica
tions policies and instead are concerned with the 
direction and pace of establishing new regulatory 
and market structures in the sector. 

The Chairman's conclusions made several 
points regarding establishment of rules affecting 
the global information economy. It was noted, 
for example, that liberalizing international trade 
in information and communications services will 
be essential for world growth in new and related 
sectors. The conclusions stated that goals of lib-

' OECD, "High level meeting of the Commil1ee for In
formation, Computer and Communications Policy, The 
Information Economy: Policies and International Con
sensus, Chairman's Concluding Statement," OECD, 
Dec. 3-4, 1987. 
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eralizing international trade in ir:iformation and 
communications services should include general 
trade concepts such as .transparency, non~i~
crimination, and universality, plus more spec1f1c 
issues such as differences in national standards, 
intellectual property regin_i~s, and ~eman~s for 
privacy protection. In add1t1on, creating u~1v~rsal 
rules governing information and com~umcatl?ns 
technologies was stressed as an essential requ1~e
ment to ensure diffusion of the technologies 
worldwide at the lowest possible cost. 

Investment 
When the OECD was formed, in 1960, the 

free international movement of private capital 
flows was cited as a generally desirable objective, 
with members agreeing to "pursue their efforts to 
extend the liberalization of capital movements." 
In 1961, this principle of liberalization was em
bodied in the Code of Liberalization of Capital 
Movements (the Code), to which all members ad
here. The Committee on Capital Movements ~nd 
Invisible Transactions (CMIT) oversees applica
tion of the Code. Its oversight functions include 
scrutinizing restrictions and recommending re
laxation or removal. 

In 1987, the OECD released a report detail
ing investment restrictions in member countries.2 

The report, the organization's most comprehen
sive to date,3 outlines laws, regulations and ad
ministrative practices employed by member 
countries and their States, Provinces, regions, 
autonomous units, etc., as they affect foreign in
vestment. The report is intended to serve as a 
reference tool to those in business and govern
ment in the member countries as well as to the 
CMIT for its work in promoting liberalization of 
investment restrictions. The report contains (1) 
descriptions of gen~ral .(not sector-specif~c). meas
ures affecting foreign investment, (2) hsungs of 
restrictions on local financing, including access to 
domestic capital markets or requirements for in
vestment to be financed through capital imported 
from abroad, and (3) an inventory of sector-spe
cific controls and impediments to direct invest
ment. 

Another study published by the OECD in 
19874 highlights two major developments in inter
national direct investment. The first is the growth 
of the United States as a host of international in
vestment. The role of the United States as a host 
of OECD foreign investment grew from 29 per
cent of all OECD international investment during 
1975179 to 53 percent during 1980/83. The 
study also reported that foreign investment from 
the United States dropped by more than one-half 
in the 1980s. 

2 OECD, Controls and Impediments Affectin~ /nwar~ 
Direct Investments in OECD Member Countries (Pans, 
1987). 
3 Previous surveys of regulations and administrative prac
tices affecting foreign investment in OECD countries 
were published In 1979 and 1982. 
• OECD International Investment and Multinational 
Enterpri;es: Recent Trends in International Direct In
vestment (Paris, 1987). 



The other development detailed by the 
OECD study is the fall in direct investment in de
veloping countries following the 1981-82 reces
sion. This change, characterized as a "serious 
concern" by the OECD, is seen, in pan, as a re
sponse to the debt crisis faced by some develop
ing countries. A parallel trend in international 
investment from the OECD countries over the last 
decade is a fall in investment in Latin America 
and a rise in investment in the newly industrial
ized countries of South and East Asia. 

Protectionism and Structural 
Adjustment 

At the May ministerial meeting, OECD min
isters noted recent progress in efforts to under
take structural adjustment policies, but pointed to 
"major distortions and rigidities" that plague 
OECD economies. Improving the growth poten
tial of member economies requires more competi
tion in product markets, responsiveness in the 
factor markets, and an efficient public sector, the 
ministers stated. To ensure effective, growth-ori
ented adjustment policies, the ministers agreed 
that international economic cooperation must lie 
at the foundation of national economic adjust
ment efforts. Whereas the fruits of such efforts 
may only be realized in the medium term, minis
ters agreed that economic opportunities, confi
dence in the future, efforts to strengthen 
noninflationary growth and reduce employment 
would receive a boost from immediate implemen
tation of such policies. 

By the end of 1987, the OECD reported that 
recent developments in structural reform of trade 
policies had been mixed. In its semiannual report 
on trade and economic developments, 1 the 
OECD singled out discussions on trade liberaliza
tion currently underway in the Uruguay Round of 
GA TT negotiations as "the most positive develop
ment" regarding liberalization of trade in tradi
tional and new areas. The report pointed out that 
some major recent liberalization efforts, such as 
the U.S.-Canada Free-Trade Agreement or con
tinued reduction of intra-EC barriers, have been 
bilateral or regional and not multilateral. The 
OECD termed the continuing use of bilateral ap
proaches as unfortunate, but noted that such ef
forts are increasingly made pursuant to GA TI 
rules. In the wake of the stock market crisis of 
late 1987, the OECD stressed the heightened im
portance of further progress in liberalizing world 
trade flows. Similarly, in reference to recent re
strictive actions, such as a prospective U.S. trade 
bill, the report termed "recent and prospective 
developments in trade policies" a particular mat
ter for concern. The report predicted that more 
unilateral protectionist measures would weaken 
confidence and adversely affect world economic 
performance. 

1 OECD, OECD Economic Outlook No. 42 (Paris, De
cember 1987). 

CUSTOMS COOPERATION COUNCIL 

In 1987, the Council (whose members now 
number 102) focused upon the task of obtaining 
the entry into force of the Harmonized System 
Convention.2 The Convention entered into force 
on January 1, 1988, and as of January 15, 1988, 
had 38 Contracting Parties (including Canada, 
the EC, and Japan) and 15 signatures subject to 
ratification. The Interim Harmonized System 
Committee completed its work and began the 
transition to the Harmonized System Committee 
provided for in the Convention. 

The Council's funding problems, which had 
become serious during 1986, became critical in 
1987, with the United States and other nations 
failing to supply full arrearages and current assess
ments. The situation resulted in the Implementa
tion of a hiring freeze and compelled reductions 
in expenditures. Despite this fact, the Council's 
work in the application and enforcement of the 
agreements for which it is responsible continued 
in 19 8 7. During 19 8 7, the Council pursued its 
efforts to simplify and further harmonize customs 
procedures and documentation, encourage trade 
mark and copyright protection, and fight illegal 
drug trafficking. The Council also prepared a 
manual for use by airlines and customs service or
ganizations on electronic data transmission and 
the treatment of consignment carriers. 

UNITED NATIONS CONFERENCE ON 
TRADE AND DEVELOPMENT 

UNCT AD was created as an organ of the 
United Nations General Assembly in 1974 for the 
purpose of promoting international trade, espe
cially with a view to accelerating economic ad
vancement of developing countries. Since its 
inception, UNCTAD's role has been limited 
largely to exchanges of views on trade and aid 
programs among countries that are at different 
stages of economic development and have differ
ent economic systems.3 

UNCT AD convenes in conference once 
every 4 years. In the interim, the Trade and De
velopment Board (TDB), UNCTAD's governing 
body, oversees UNCTAD's functions.4 The TDB 
holds two or more regular sessions per year and 
an occasional special session. In 1987, the TDB 
held the second part of its 33d session in March, 

1 See section or ch. 1 on the Harmonized System. 
3 UNCTAD's membership Is open to all countries that 
are members of the United Nations or of any of the 
agencies related to the organization. 
• The TDB Implements conference decisions, Initiates 
research studies on trade and related development prob
lems, and carries out preparatory work for the confer
ences. Seven committees aid the TDB with Its work: 
the Committees on (1) Commodities, (2) Manufactures, 
(3) Invisibles and Financing Related to Trade, (4) Ship
ping, (5) Preferences, (6) Transfer of Technology, and 
(7) Economic Cooperation Among Developing Countries. 
these committees meet every 2 years. 
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a special session in May largely devoted to prepa
rations for UNCTAD VII, and the first part of its 
34th session in October. Also in 1987, UN
CTAD's seventh quadrennial conference bringing 
together all member countries was held in Ge
neva. The following sections discuss the trade-re
lated topics that have been the focus of ongoing 
work since UNCT AD VI, the outcome or UN
CTAD VII, and activities or the organization 
since the conference. 

UNCTAD VII 

The seventh quadrennial UNCT AD confer
ence was held in Geneva from July 7 to August 3, 
1987. Marathon bargaining sessions between the 
developed and developing countries finally re
sulted in a mutually acceptable declaration 3 days 
after the Conference was scheduled to end. The 
key topics of the conference were international 
trade, primary commodities, debt and financial 
resource& for development, and the problems of 
the least developed countries. The Final Act of 
the conference reflects areas on which all mem
ber countries were able to agree on an assessment 
of the issues in the four areas and on recom
mended policies and measures. 

The United States entered the conference 
with several main objectives. First, the United 
States sought to redirect UNCT AD discussions to 
a constructiv~ exchange of ideas and policy dia
logue on economic development. In the U.S. 
view, the organization has strayed from this focus 
in recent years, with the United States instead be
coming the target of criticism by the developing 
countries in UNCTAD. In line with this goal or 
returning UNCTAD's focus to its original pur
pose, an attempt was made to limit the organiza
tion's involvement in issues more appropriately 
the work or other international organizations, 
such as the IMF, the World Bank, and the 
GAIT. Second, the United States sought to in
troduce consideration of the importance of the 
private sector in development. This topic has 
never previously been the subject of extensive 
UNCTAD deliberations. Third, the United States 
tried to persuade developing countries of the im
portance of structural adjustment of their own 
economies to contribute to a domestic environ
ment conducive to development. Finally, the 
United States emphasized that it did not come to 
UNCT AD VII to engage in a month-long word
by-word drafting exercise, which characterizes 
many UN conferences. The United States main
tained that such an attempt to paper over real dif
ferences between countries through ingeniously 
drafted texts would be futile as those differences 
would remain long after the conference ad
journed. Instead, the United States sought to 
have a final outcome delineating areas of conver
gence and divergence. 

Major U.S. objectives on international trade 
at the conference included urging respect for the 
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responsibilities and primacy of the GA TT in de
fining trading rules and undertaking multilateral 
trade negotiations, emphasizing the role of the 
private sector and free markets in development, 
and c,ncouraging recognition by member states of 
the importance of domestic economic policies in 
helping to solve problems of international trade. 
The United States maintained that the role of or
ganizations such as UNCTAD in the Uruguay 
Round had been clearly defined in a decision of 
GATT's Trade Negotiations Committee on ob· 
server organizations. 

The developing countries at UNCT AD 
sought a "blueprint for a universal, non-discrimi
natory, comprehensive, stable and predictable 
trading system." This goal was based on their as
sessment that the present international trading 
environment contains a plethora or restrictions 
and discriminat1Jry arrangements detrimental to 
the trade interests of developing countries. The 
developing countries also sought respect by devel
oped countries for commitments to standstill and 
rollback of protectionist measures, special and 
differential treatment of developing countries, im
proving both market access and GSP schemes, a 
role for UNCTAD in the Uruguay Round, and an 
expanded mandate on trade in services. 

Of key importance to the United States was 
the recognition in the Final Act of the "critical 
role" or the Uruguay Round in the international 
trading system. Although no specific role for UN
CTAD in the round was defined, the Secretariat 
was instructed to "follow closely" developments 
in the round, and to provide technical assistance 
on request to developing cauntrie~ to facilitate 
their participation in the rounci. The UNCTAD 
Secretariat's existing mandate to study trade in 
services was reaffirmed and slightly expanded to 
include analysis of issues such as the implications 
of technological change on services. 

The document that resulted from negotia
tions at the conference is refered to as the Final 
Act. Although the trade section of the Final Act 
contained no mention of the private sector, mar
ket forces, or domestic policie&, UNCT AD did 
hold an "Enterprise Symposium" during the 2 
days preceding the conference, which empha
sized the importance of entrepreneurship in de
veloping countries. One of the recommendations 
regarding international trade in the Final Act of 
UNCTAD Vil was for governments to consider 
establishing independent, transparent national 
mechanisms, similar to the USITC, to evaluate 
protectionist measures sought by firms or sectors. 

In the area of primary commodities, the ma
jor U.S. objectives were recognition of the crucial 
role of market forces and the private sector in 
commodity sectors, discussion of commodity is
sues in a producer-consumer context (rather than 
a developed-developing country context), assur
ance of GATT's competency regarding trade ne
gotiations on commodities, and encouragement of 



the UNCT AD Secretariat to analyze global struc
tural changes affecting the commodity sectors. 

The Final Act recognized the need for im
proved functioning of commodity markets and 
the improvement of existing commodity agree
ments, and noted that the Common Fund for 
Commodities might soon be implemented.' The 
conference also recognized the opportunity pre
sented by the Uruguay Round for improving mar
ket access, which, along with price-stabilization 
agreements, is a major issue of importance to de
veloping countries. 

On the subject of debt and resources for de· 
velopment, major developing-country proposals 
included convening an international conference 
on money and finance aimed at reforming the in
ternational monetary system; IMF surveillance of 
exchange rates, trade and capital flows, and fiscal 
equilibrium of principal developed countries; and 
boosting international liquidity through a new al· 
location of Special Drawing Rights (SDRs) by the 
IMF. 

The proposals for an international confer· 
ence on the monetary system and IMF surveil· 
lance of developed countries were rejected. 
Agreement was reached that commercial banks 
should be more flexible in debt renegotiations, al· 
though the United States resisted demands that 
banking regulations be changed to facilitate debt 
relief for developing countries. The debt strategy 
endorsed by UNCTAD notes that rescheduling 
programs should consider the medium term de
velopment objectives of developing countries. 
While not rejecting the current case-by-case debt 
strategy, this wording recognizes the complaint by 
debtors that their S-year economic planning pro· 
grams may be pushed aside when short-term aus· 
terity is required by debt rescheduling. 
Concerning the SOR allocation, the United States 
maintained that a need for new international li
quidity had not been convincingly demonstrated. 

The final agenda item focused on the prob
lems of the least developed countries.2 The Final 
Act identifies the primary importance of national 
development efforts by this group of developing 
countries, calls upon developed countries to meet 
the internationally agreed upon aid targets, and 
recommends easing debt repayment and resched
uling terms for those countries. 

At the fall 1987 meeting of the TDB, a deci
sion was passed formally integrating the outcome 
of the conference into UNCT AD's ongoing 
work.3 The decision instructed intergovernmen 

1 For a discussion of the Common Fund for Commodi
ties, see the following section. 
2 The least developed are those countries having an aver
age GDP per capita of about $200, most of which are 
localed south of the Sahara in Africa. 
3 TDB Decision 350 (XXXJV) "Arrangements for the 
follow-up and for the review of the implementation of the 
Final Act or UNCT AD Vil. II 

tal bodies of UNCT AD to follow up and keep un
der review implementation of policies and meas
ures in the Final Act that fall under the terms of 
reference of their respective bodies. The TDB 
also decided to review the interrelationships 
among policies and measures defined in the Final 
Act that pertain to the TDB's regular agenda item 
on the interdependence of problems of trade, de
velopment finance and the international mone
tary system, and to contribute to international 
cooperation aimed at improving the systems, 
structures, and arrangements that underpin inter
national economic relations. 

The Integrated Program for 
Commodities and the Common Fund 

The integrated commodity program proposed 
by developing countries and unanimously adopted 
at UNCTAD's fourth session in 1976 calls for a 
series of commodity-pricing agreements within a 
general framework and a common fund to be 
used primarily for buffer-stock financing.3 The 
purpose of the Integrated Program for Commodi
ties (IPC) is to "expand and diversify the trade of 
developing countries, improve and diversify their 
productive capacity, and improve their productiv
ity and increase their export earnings. . . . "4 

Eighteen commodities were initially identified for 
IPC action. To date, agreements covering natural 
rubber, jute, and tropical timber have been con
cluded within the framework of the IPC.5 

In 1980, the Common Fund for Commodi
ties (CFC) was conceived by developing countries 
as a mechanism with three accounts. The First 
Account is to provide financing on attractive 
terms for price stabilization activities through in· 
ternational buffer stock operations. The Second 
Account is to provide concessional loans or grants 
to developing country producers for such activi
ties as productivity improvements, research, mar
ket promotion, and vertical diversification. The 
Third Account within the Fund was proposed in 
1985 by the Group of Experts on Compensatory 
Financing of Export Earnings Shortfalls. The 
purpose of this compensatory financing facility 
would be to even out the earnings developing 
countries obtain from their export commodities. 

3 Most International commodity agreements use buffer 
stocks as their price-controlling mechanism. As com· 
modily prices fall to a predetermined floor, the buffer 
stock manager begins buying lo halt lhe price decline and 
build up stocks. Conversely, when prices rise to a pre
determined ceiling, the manager begins selling to restrain 
increases in market prices. 
• Proceedings of the United Nations Conference on 
Trade and Development, vol. 1, Report and Annexes, 
p. 7. 
0 In addition to the agreements on natural rubber, jute 
and tropical timber negotiated within the IPC framework, 
there Is provision for international commodity agreements 
covering coffee, sugar, wheat, cocoa, and tin. For a 
detailed discussion of U.S. participation in all interna
tional commodity agreements, see the section that fol
lows, entitled "Negotiation and Operation of 
International Commodity Agreements. 11 
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The CFC, designed to finance commodity 
buffer stock operations for price stabilization, re
quires ratification by 90 member states account
ing for at least two-thirds of the Fund's directly 
contributed capital of US$470 million to become 
operational. While the number of states ex
ceeded 90 in 1986, it was not until UNCTAD VII 
that several more countries, the largest being the 
Soviet Union, announced their intentions to ratify 
the Common Fund, virtually assuring that the 
two-thirds threshold will also be met. The United 
States does not participate in the Common Fund 
or buffer-stock operations, preferring to rely on 
market forces to determine commodity prices. 
The conference recognized that entry into force 
of the Common Fund "might further the conclu
sion of international commodity agreements with 
economic provisions." 

By the end of 1987, the CFC had received 
nearly enough ratifications to bring the agreement 
into force. On December 9, 1987, the Soviet Un
ion became the 99th country to finish ratification 
procedures for the agreement. Its S.78 percent 
of directly contributed capital to the Fund 
brought the proportion of ratifications to 66.00 
percent, 0.67 percentage points shy of the level 
needed to complete the operation requirements. 
This final threshold is expected to be overcome in 
the near future, as several other UNCT AD mem
ber states are in the process of ratifying the agree
ment. 

In September 1987, the second session of 
the Intergovernmental Group of Experts on the 
Compensatory Financing of Export Earnings 
Shortfalls was held.1 The group noted that the 
Final Act of UNCT AD VII recognized shortfalls 
in commodity export earnings for developing 
countries as an obstacle to development and di
rected the Group to take account of the implica
tions of these shortfalls. Members of the group 
agreed that such shortfalls negatively affect eco
nomic and social development, particularly for 
the least developed and the highly indebted coun
tries which are most heavily dependent on com
modity export earnings. The group noted that the 
IMF was in the process of reviewing the opera
tions of its Compensatory Financing Facility 
(CFF), which is designed to stabilize export earn
ings. The group reaffirmed its conclusions from 
the first session, that commodity export earnings 
shortfalls were a "matter of concern" to the en
tire international community, and announced it 
would make further recommendations after the 
IMF completes its CFF review. 

1 The flrsl session of lhe group was held in 1986. See 
USITC, Operation of the Trade Agreements Program, 
38th Report, 1986, USITC Publication 1995, July 1987, 
p. 3-6. 
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Protectionism and Structural 
Adjustment 

Resolution 159 (VI), adopted at UNCTAD's 
sixth conference in 1983, called upon the TDB to 
undertake an annual review of the problems of 
protectionism and structural adjustment, to for
mulate appropriate recommendations concerning 
protectionism, to review and monitor trade devel
opments; and, when appropriate, to make general 
policy recommendations concerning structural ad
justment. In addition, a new work program man
dated by the 28th TDB session in March 1984, 
invited governments to provide information on 
factors relevant to the issues of protectionism and 
structural adjustment in the course of the TDB 
annual review.2 

Documentation prepared by the UNCT AD 
Secretariat for the annual review of protectionism 
and structural adjustment included "Problems of 
Protectionism and Structural Adjustment, Part I: 
Restrictions on Trade."3 In its review, the Secre
tariat outlined trade actions and trade-related leg
islation in 1986 and provided an assessment of 
trade measures taken by developed and develop
ing countries. 

The Secretariat made three main observa
tions regarding restrictions on trade during the 
previous year. It noted that (1) although there 
has been pressure for protectionist legislation in 
many developed countries, no major changes 
were enacted by legislatures, including that of the 
United States, during 1986; (2) certain socialist 
countries, including China, have taken steps to 
facilitate international trade: and (3) a prominent 
feature of trade actions is "continued resort to bi
lateral solutions to trade frictions." 

On the subject of relaxing trade restrictions, 
the Secretariat observed that although some non
tariff measures (NTM's) had been relaxed by 
certain developed countries, other measures were 
introduced in different sectors. The use of 
NTM's by developing countries was characterized 
as "pervasive in all sectors." "Positive develop
ments" regarding observation of standstill com
mitments by developed countries were noted by 
the Secretariat, but little rollback of protectionist 
measures was accomplished. 

In its report to the TDB on protectionism 
and structural adjustment, the Secretariat also 
considered the subject of whether developing 
countries, in practice, receive special and differ
ential treatment by the developed countries. 

2 See the Operation of the Trade Agreements Program, 
36th Report, 1984, VSITC Publication 1725, p. 85, for 
a discussion of this work program. 
3 UNCTAD, "Protectionism and Structural Adjustment, 
Problems of Protectionism and S1ructural Adjustment: 
Part 1, Introduction and Restrictions on Trade; and Part 
2, Trends in Production and Trade in All Sectors and 
Their Underlying Factors." TD/B/ 1126 Parts I and II, 
'.~.n. 22, 1987. 
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Four main findings were presented on this topic: 
(1) detailed analysis of tariffs and NTM's cast 
doubt on whether developing countries receive, in 
practice, special and differential treatment; (2) 
even considering preferential tariff rates for de
veloping countries, the trade-weighted average 
tariff rates applied by developed countries to im
ports from developing countries in 19 8 3 were 
higher than those applied to imports from all 
countries for food products, chemicals, and 
manufactures; (3) major developing country ex
ports were labor-intensive products, which faced 
unusually high tariffs even under GSP benefits; 
and (4) NTM's on nonfuel imports of developed 
countries from developing countries affected a 
larger part of such imports than from developed 
countries. 

In Part II of its review of protectionism and 
structural adjustment, "Trends in Production and 
Trade in all Sectors and their Underlying Fac
tors," the Secretariat noted recent changes in the 
structure of production and trade, and delineated 
the main policy features of the international re
structuring process. 

In reference to structural changes in produc
tion and trade, the Secretariat stated that agricul
tural production increased substantially during 
1975-85, and did so at a faster rate in developing 
countries than in developed countries or in East
ern Europe. The share of agricultural products in 
total world trade, however, declined over the 
same period. A long-term decline in real agricul
tural prices was also found by the Secretariat. 

In the industrial sector, a marked slowdown 
of growth between the periods 1975-79 and 
1979-83 was observed by the Secretariat for all 
groups of countries. In addition, during 
1980-84, the UNCTAD Secretariat observed that 
the value of total world trade fell by 1.2 percent 
per year, and trade in manufactures increased by 
1 percent per year. 

The Secretariat's report on protectionism 
and structural adjustment to the TDB delineated 
the main elements of the policy aspects of the in
ternational adjustment process. It stated that the 
agricultural sector in many developed countries 
continues to be insulated from the international 
competition and adjustment process. In the in
dustrial sector, however, the pace of structural 
change was observed to be faster in developed 
countries than in developing countries or in East
ern European countries. Still, policies intended 
to maintain noncompetitive industries have, ac
cording to the Secretariat, "continued to retard 
structural adaptation in the industrial sector." 

On the subject of structural adjustment, the 
Secretariat's report to UNCTAD VII presented 
several observations and policy options for mem
ber countries. In recognizing the importance of 
domestic adjustment efforts, the Secretariat noted 
that "unless domestic policies are adequately re-

lated to international discipline, serious risks to 
economic stability and performance will inevitably 
emerge." To facilitate domestic structural adjust· 
ment in a transparent and predictable manner, 
the Secretariat recommended that governments 
establish independent agencies from which do
mestic industries could request assistance and 
protection. In line with domestic policy readjust
ments, reform of the international trading system 
should also be undertaken, the Secretariat stated. 
Adherence to comm~tments of standstill and roll
back of protectionist measures by countries is 
necessary in this context, according to the Secre
tariat. Other policy options suggested by the Sec
retariat included periodic review by member 
countries of their protectionist measures with a 
view to reconsidering the appropriateness of con
tinuing such measures, and replacing nontariff 
measures with most-favored-nation tariff rates or 
tariff quotas to improve transparency of restric
tions and facilitate liberalization. 

The Final Act of UNCT AD VII contained 
several elements of the Secretariat's policy op
tions regarding protectionism and structural ad
justment. It stated that the annual review of 
protectionism and structural adjustment by the 
TDB should continue as currently mandated, 
should be expanded to take into account the spe
cial interests of developing countries, and should 
analyze the main components and effects of 
structural adjustment policies and policy options. 
Another element of the Final Act encouraged 
governments to establish transparent national 
mechanisms for evaluating requests for protec
tionist measures by firms or sectors. It also recog
nized both the importance of a healthy 
international economy for facilitating structural 
adjustment and the relevance of domestic policies 
in the international economy. 1 

Trade Relations Among Countries Hav· 
ing Different Economic and 

Social Systems 

Promoting trade and economic cooperation 
among countries having different economic and 
social systems2 has been one of UNCTAD's sub
jects of particular interest.3 In its report to 

1 For a discussion of the outcome of UNCTAD VII, see 
the preceding section. 
2 The subject "Trade Relations Among Countries Having 
Different Economic and Social Systems" can refer to 
either East-West trade or East-South trade, the latter 
being trade between centrally planned economy countries 
of Eastern Europe and the developing countries. "Inter
systems trade" is another way to express the same con
cept. 
3 For a discussion of recent UNCT AD work on this sub
ject, see Operation of the Trade Agreements Program, 
38th Report, July 1987, USITC Publication 1995, pp. 
3-7 to 3-8. See also a report by the UNCTAD Secre
tariat, "Promotion of trade and economic co-operation 
among countries having different economic and social 
systems, with particular consideration given to the inter
ests of developing countries." TD/B/1104, June 25, 
1986. 
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UNCT AD VIl1 The Secretariat noted that the 
potential for growth in intersystems trade has 
been hampered by slow growth in the world econ
omy. However, it noted that not only a healthy 
economy but also "new measures" aimed at in
creasing this trade were needed. The Secretariat 

. proposed that a program of such measures be 
considered by the conference. 

In a decision of September 1985,2 the TDB 
requested that an ad hoc group of experts meet 
for 1 week sometime before the convening of 
UNC'f AD VII "to consider prospects for trade 
and economic cooperation among countries hav
ing different economic and social systems . . . in
cluding ways, means and measures for expanding 
the volume and diversifying the structure of this 
trade and development of economic coopera
tion," with particular emphasis on East-South 
trade. The ad hoc group of experts met in Janu
ary 1987, and reported to the Spring session of 
the TDB. In its report, the group concluded that 
economic factors such as low economic growth, 
and political factors such as "the deteriorated cli
mate of East-West relations in the early 1980's" 
resulted in only moderate growth rates in intersys
tems trade compared with earlier periods. The 
group observed that expansion of intersystem 
trade and economic cooperation depended on a 
healthy, predictable international economic con
text, including respect for trade rules and princi
ples, financial liquidity for indebted countries, 
stable and adequately remunerative commodity 
prices, and greater access to world markets. 

Several issues were raised and proposals 
made during the meeting of the ad hoc group of 
experts on intersystems trade. These included 
adherence to the rules and principles of the inter
national trading system, increasing the share of 
manufactured goods imported by the socialist 
countries of Eastern Europe from developing 
countries, and improving GSP programs. The 
group also stated that the role of UNCT AD in 
promoting intersystems trade and economic coop
eration should be enhanced. To that end, the 
group of experts concluded that UNCT AD should 
continue analysis of intersystems trade, and im
prove the efficiency and scope of its consultative 
machinery. 

In the Final Act of UNCT AD VII dealing 
with international trade, members agreed on sev
eral points related to intersystems trade. They 
agreed that further analytical work should be un
dertaken by UNCT AD on the subject, with par
ticular attention to East-South trade. It was 
recommended that such work should use better 
and more transparent statistics and consider 

1 UNCT AD "Revitalizing Development, Growth and In
ternational Trade: Assessment and Policy Options," 
June 1987, TD/B/329/Rev. 1. 
2 Board Decision 321 (XXXI), Sept. 27, 1985. 
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"product structure, geographical coverage and the 
respective roles played in this trade by various de· 
veloping countries." The Conference requested 
that the TDB consider specifying a program 
aimed at increasing promotion of intersystems 
trade, in particular East-South trade. In the same 
vein, the Secretariat was requested to undertake 
consultations for strengthening trade relations 
among countries having different economic and 
social systems, particularly East-South trade. As 
a means to promote East-South trade, the social
ist countries of Eastern Europe were requested by 
the conference to broaden their economic rela
tions with developing countries, particularly 
through diversifying imports from developing 
countries; further improve their GSP schemes; fa
cilitate credit and financing to developing coun
tries; continue and expand economic assistance 
to developing countries; and pay special attention 
to the need of the least developed countries. 

Trade Preference Schemes 

The Generalized System of Preferences 

The GSP is a framework under which devel
oped countries provide preferential tariff treat
ment to certain goods exported by developing 
countries.3 The system was designed to facilitate 
the industrialization of developing by giving them 
Preferential Tariff Rates in developed-country 
markets, thus accelerating their economic growth. 
The UNCT AD Special Committee on Preferences 
is responsible for overseeing the GSP. 

In its annual review of the GSP, the Commit
tee on Preferences summarized major develop
ments regarding the implementation of GSP 
schemes worldwide and advanced several conclu
sions for improving the effectiveness of GSP as a 
tool of trade policy.4 The Committee noted that 
GSP programs have made a significant contribu
tion to the export earnings of developing coun
tries. In 1986, over $40 billion worth of imports 
from developing countries were granted prefer
ences in developed-country markets. In 1976, 
when all GSP schemes were in place, the figure 
was $12 billion. Part of the growth in the value of 
preferences the Committee identified was caused 
by higher numbers of beneficiary countries, ex
panded product coverage of preference schemes, 
and liberalization of some limits on GSP pro
grams. 

3 For a discussion of the operation of the U.S. GSP sys
tem in 1987, see ch. 5. See also the Operation of the 
Trade Agreements Program, 35th Report, 1983, USITC 
Publication 1535, pp. 15-25, for a detailed discussion of 
the renewal of the U.S. GSP program. 
• UNCTAD, Trade And Development Board, Special 
Committee on Preferences, "Review of the Implementa
tion, Maintenance, Improvement and Utilization of the 
Generalized System of Preferences," TD/B/C. 51111, 
Aug. 7, 1987. 



In its annual review of GSP, the committee 
pointed out, however, that despite these improve
ments, the benefit of GSP for increasing develop
ing country export earnings could be higher. For 
example, GSP aids only about one-fourth of de
veloping country exports of dutiable products 
(one-third for the least developed countries). 
Other limitations cited as reducing the potential 
benefit of GSP programs for developing countries 
were that preferential tariff margins provided by 
GSP programs have been eroded by post-Tokyo 
Round MFN tariff reductions, and that there has 
been some growth in restrictions in some 
schemes, including "graduation" of a country out 
of beneficiary status. 

The committee identified four possible ways 
to improve the effectiveness of GSP as a tool of 
trade policy. These ways are: (1) granting across
the-board duty-free treatment, including agricul
tural goods; (2) further liberalizing limitations on 
GSP schemes imposed by preference-giving coun
tries; (3) expanding product coverage of GSP 
benefits to include more products of interest to 
both the developing and the least developed 
countries, such as footwear, textiles, and agricul
tural products; and (4) further liberalizing and 
harmonizing rules of origin. 

The Global System of Trade Preferences 

Negotiations for the establishment of a 
Global System of Trade Preferences (GSTP) be
gan in 1986. The GSTP is envisioned as a 
mechanism to boost significantly the trade among 
developing countries. Increased trade is envi
sioned through creation of a preferential trading 
system that would reduce both tariff and nontariff 
barriers between developing countries. The 
GSTP would supplement existing regional or in
terregional trade arrangements and would cover 
both manufactures and primary products. Devel
oped countries, which do not participate in GSTP 
meetings, stress the importance of observing the 
principles of transparency and universality in the 
implementation of the program. 1 

NEGOTIATION AND OPERATION OF 
INTERNATIONAL COM1\10DITY 

AGREEMENTS 

The negotiation of international commodity 
agreements grew out of the concern of both pro
ducing and consuming nations over the disruptive 
effects of wide fluctuations in commodity prices. 
During the mid-1970's, international commodity 
agreements became an issue of particular interest, 
reflecting the importance of commodities trade to 
the developing countries. Since then, commodi
ties policy has been in the forefront of North-

1 For a more detailed discussion of the goals of the 
GSTP, see Operation of the Trade Agreements Program, 
38th Report 1986, July 1987, USITC Publication 1995, 
p. 3-8. 

South dialogue. UNCTAD is the forum most ac
tively involved in this issue. 

The following sections summarize the opera
tion in 1987 of international commodity agree
ments covering coffee, sugar, wheat, cocoa, and 
tin, as well as the IPC agreements on natural rub
ber, jute, and tropical timber. Five of these 
agreements (coffee, sugar, natural rubber, tin, 
and cocoa) contain specific price-stabilization 
mechanisms designed to reduce fluctuations in 
prices, improve long-run producer earnings, and 
deliver a steady, adequate, and reasonably priced 
supply of the commodity to consumers. These 
agreements provide for market intervention by a 
variety of means. Buying and selling of buffer 
stocks to moderate price swings is one prominent 
method. Assigning production and export quotas 
is another. In price-stabilization arrangements, 
the proposed price range must be compatible with 
the long-term market trend. In addition, the 
price-affecting mechanism must be sufficiently 
flexible to cause prices to move in both upward 
and downward directions. In contrast, the agree
ments covering wheat, jute, and tropical timber 
are not specifically designed to minimize price 
fluctuations. Instead, they seek to promote re
search and market development. 

At the end of 1987, the United States was 
participating in six of the eight international com
modity agreements, specifically those covering 
coffee, sugar, wheat, jute, natural rubber, and 
tropical timber. The United States may enter into 
international commodity agreements through ex
ecutive agreements, treaties requiring ratification 
by a two-thirds majority of the Senate, or specifi
cally enacted legislation. A treaty is the custom
ary route. In general, the U.S. Government has 
reservations concerning international price-stabili
zation schemes on the grounds that they might 
create long-term market distortions. In the U.S. 
view, world markets should be allowed to operate 
freely and without government interference. U.S. 
policy is generally to promote research and devel
opment funding rather than market intervention. 
The United States is willing, however, to consider 
participating in commodity agreements if the mar
ket demonstrates a need for the agreements, if 
they are determined to be f:conomically sound 
and market oriented, and !i they offer a balance 
between producer and consumer interests. 

In 19 8 7, the United States completed ratifi
cation procedures for the new International 
Wheat Agreement, which had been renegotiated 
in 1986. Also in 1987, a new agreement for co
coa entered into effect, and agreement was 
reached on a renegotiated natural rubber agree
ment. The agreement covering tin has ceased to 
function for all practical purposes since the col
lapse of the price of tin in 1985. 

Somewhat higher prices for certain metals 
and agricultural raw materials in 1987 over the 
previous year's level resulted in an overall rise in 
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the IMF's index of nonoil commodity prices. Af
ter 3 years of consecutive declines, the index rose 
by over 6 percentage points to 79. 4 in 19 8 7. 1 

Agricultural raw materials, on average, were 
priced 33.5 percent above 1986 levels, reflecting 
both strong demand and cuts in the supply of cer
tain commodities. Metal prices went up by 19. 1 
percent in 19 8 7, caused by supply difficulties, sig
nificant increases in consumption of the com
modities in developed countries, and low 
inventories. 

Coffee 

The current International Coffee Agreement 
(ICA) entered into force provisionally in October 
1983 and definitively on September 11, 1985. 
The United States participates in the ICA along 
with 74 other nations, including SO producing 
countries that account for more than 99 percent 
of the coffee entering world trade. The agree
ment covers a 6-year period that may be ex
tended for an additional 2 years under the 
present terms. The International Coffee Organi
zation (ICO) administers the ICA under rules and 
regulations established by the International Cof
fee Council (ICC). 

In 1986, the terms of the ICA remained es
sentially unchanged from those of the previous 
year. The agreement has no provision for a 
buff er stock, but does provide for export quotas 
to stabilize prices. However, in February 1986, 
as coffee prices had increased above the ceiling 
specified in the agreement, the ICO suspended all 
coffee export quotas. Following the suspension, 
coffee prices declined significantly through 1986 
and part of 1987. The ICO composite price 
reached a low in July 1987 and placed significant 
pressure on producer countries to reinstate quo
tas. On October 6, 1987, producer and con
sumer members of the ICO finally agreed on a 
compromise quota system for the 1987/88 crop 

1 The Index is calculated in dollar terms with 1980= 100. 

Table 3-3 

year. The ICC agreed to establish the global quo
ta at 58 million 60-kilogram bags (a bag is equiva
lent to about 132 pounds), of which 54.4 million 
were allocated to the larger producers entitled to 
a "basic" quota. The remaining 3.6 million bags 
were assigned to the smaller producers, which are 
exempt from quota cuts. 

In 1987, the trigger prices for upward and 
downward quota movement remained unchanged 
from those in effect since 1981/82. The trigger 
prices operate so that if the 15-day moving aver
age of the composite indicator price is at or below 
$1.20 per pound, the export quotas are reduced 
on a pro rata basis by an amount of 1.0 million 
bags. If the indicator price is at $1.1 S or below, 
the quotas are adjusted downward an additional 
1.5 million bags. Likewise, if the 15-day moving 
average of the composite indicator price is at or 
above $1.40 per pound, the export quotas are in
creased by 1 million bags, and are increased an 
additional 1.5 million bags if the 15-day compos
ite price is at or above $1.45 per pound. The 
export quotas are suspended when the 15-day 
composite price is at or above $1.50 per pound. 
The export quotas may be increased or decreased 
further, depending on additional changes in the 
15-day moving average of the composite indicator 
price. Quotas can be reduced a maximum of 7.0 
million bags during the 1987/88 crop year. Cuts 
and increases will be effective after intervals of 
only 10 working days in contrast to the 15-day 
period required previously. 

Special arrangements were designed for the 
first quarter (October-December) of the 1987/88 
crop year in order to allow the ICO composite 
coffee price to reach the preferred level of $1.30 
in an orderly manner. These arrangements were 
to be suspended if prices reached $1.15 during 
the quarter and the regulations for the rest of the 
year would take effect. A rise in the index 
price above $1.15 per pound on November 23 
resulted in the suspension of the transitional ar
rangements. Table 3-3 indicates that during 
1983-87, the monthly average of the ICO's com-

Green coffee: lnternatlonal Coffee Organization monthly average composite Indicator prices, on the 
basis of the 1979 agreement, 1983-87 

(Per pound) 

Month 1983 1984 1985 1986 1987 

January ...................... $1.27 $1.38 $1.35 $2.04 $1.18 
February ..................... 1.24 1.41 1.33 1.91 1.16 
March ....................... 1.23 1.43 1.32 2.04 1.01 
Apr II I 0 0 0 I 0 O 0 0 0 o 0 0 0 o 0 0 IO O 0 0 O O O 1.23 1.44 1.32 1.92 1.04 
May ......................... 1.26 1.48 1.32 1.77 1 . 11 
June o 0 0 Io 0 0 o o 0 o o o I 0 0 o o I 0 o 0 o 0 0 1.24 1.45 1.31 1.54 1.02 
July .......................... 1.24 1.41 1.21 1.49 .96 
August ....................... 1.25 1.43 1.20 1.54 .98 
September ................... 1.27 1.42 1.19 1 .81 1.05 
October ...................... 1.36 1.36 1.26 1.63 1. 11 
November .................... 1.37 1.38 1.41 1.49 1.16 
December 0 o I 0 o 0 0 0 o 0 0 o 0 0 0 f o o 0 0 1.40 1.34 1.75 1.31 1.15 

Average f O of 0 o 0 IO 0 I 0 O 0 0 O o o o o 1.28 1.41 1.33 1. 71 1.08 

Source: Complled from ICO data reported by the U.S. Department of Agriculture and the U . S. Department of 
Commerce. 
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posite indicator price (1979 basis} ranged from 
96 cents to $2.04 per pound. 

In 1987, the monthly average composite in
dicator price ranged from a low of 96 cents per 
pound in July to a high of S 1.18 per pound in 
January. The relatively low composite prices dur
ing 1987 were primarily due to the prospect of a 
substantially increased harvest in South America 
and the fact that export quotas were suspended 
from January-September. 

For coffee year 1987/88, the ICO agreed to 
limit imports from nonmembers to 297, 118 
60-kilogram bags. Country limits were specifically 
provided. However, this area continues to be a 
source of dispute between producers and consum
ers as some producers are willing to sell to non
members at a lower price once their export 
quotas to members have been exhausted. As a 
result, prior to the suspension of the quota sys
tem, a two-tier market had developed and coffee 
had been illegally shipped from quota to non
quota markets. U.S. Department of Agriculture 
(USDA) officials report that those members who 
support tighter controls propose to pursue en
forcement through the ICO and not bilaterally. 

Market shares for the 1987 /88 crop year 
were set by a producer-developed formula that 
provided that 70 percent of the quotas for the 
countries with basic quotas were considered the 
fixed part of the quota and 30 percent would be 
based on verified stocks. The fixed part is de
rived from an average of exportable production 
for coffee years 1982/83-1987/88 (excluding the 
lowest year) and an average of exports to mem
bers for 1982/83-1987/88 (excluding the lowest 
year). These quotas were then further adjusted 
for historical and political factors. USDA officials 
report that in return for consumer acceptance of 
the producer-based formula for 1987/88, which 
changed the formula so that 84 percent of the 
quota was fixed (based on exportable production 
and a percentage for exports to member coun
tries) and 16 percent based on verified stocks at 
the end of the 19 8 7 /8 8 crop year. 

Sugar 

The 1984 International Sugar Agreement 
(ISA) entered into force on January 1, 1985, fol
lowing expiration of the 1977 ISA. The 1984 
ISA is an administrative agreement that contains 
no market stabilization mechanisms. It was 
scheduled to be in existence through 1986 to 
gather statistics and sponsor the negotiation of a 
new agreement. In late 1986, the agreement was 
extended through 1987. The United States has 
participated in both the 1984 ISA and its prede
cessor agreements. The International Sugar Or
ganization (ISO), located in London, administers 
the agreement. 

The market stabilization mechanism of the 
1977 ISA functioned through a system of buffer 

stocks and export quotas that were manipulated 
to dampen fluctuations in the free-market price 
of sugar. The 1977 ISA was generally ineffective 
in controlling the free-market price of sugar. 1 

Under the auspices of the 1984 ISA, negotiations 
are under way to work out a new agreement, 
more effective than the 1977 ISA. During 
1982-84, the target price range in the ISA was 13 
to 23 cents per pound. The actual price has been 
below that range since February 1982. Table 3-4 
presents the world market prices for 1982-87. 

The 1987 ISA was concluded on September 
11, 1987. Like the 1984 ISA, it is merely an 
administrative agreement with no economic provi
sions to control prices through a system of buffer 
stocks. The only change the 1987 ISA makes 
with regard to previous agreements is the method 
of financing the ISO. Rather than an even split 
between importers and exporters, importers are 
liable for only 42.5 percent of the costs, with ex
porters accountable for the remaining 57 .5 per
cent. This change was made primarily to 
distribute more equitably the burden of payment 
between the two groups since there are more ex
porters than importers that are signatories to the 
ISA. 

The 1987 ISA was to run for 3 years begin
ning January 1, 1988, and be renewable annually 
for a maximum of 2 additional years. However, 
the 1987 ISA has not yet come into force because 
of a lack of sufficient signatories. As of Decem
ber 29, 1987, only the exporting countries of Ar
gentina, Austria, Belize, Colombia, Congo, Costa 
Rica, Cuba, the EC, Fiji, Guatemala, Guyana, 
Nicaragua, Peru, and Swaziland and the import
ing countries of Finland, Japan, Norway, Sweden, 
and West Germany were signatories to the new 
agreement. Ratification of the 1987 ISA by the 
signatory countries is also required before it 
comes into force; as of January 7, 1988, only the 
EC, Fiji, Guyana, and South Africa had ratified 
the agreement. The 1984 ISA has been extended 
until March 1, 1988, to give the other signatory 
countries time to ratify the 1987 ISA. 

1 The ineffectiveness of the 1977 ISA in regulating sugar 
prices was in large part the result of sugar's unique char
acteristics. Sugar is one of the most widely grown crops 
in the world, owing to the fact that identical refined 
sugar is obtained from tropically grown sugarcane and 
from temperately grown sugar beets. Individual countries 
also heavily regulate their production and trade in sugar. 
Relatively little sugar is traded on the so-called free mar
ket. The free market thus bears a disproportionate share 
of sugar shortages and surpluses, with price instability 
being the result. When crop failures reduce supplies, 
producing countries supply their domestic needs first, 
preferential arrangements second, and free-market de
mand last. The free-market world price often soars as a 
result. Similarly, when there are bumper harvests, the 
free market becomes a distress market and prices plum
met. Furthermore, since sugarcane is a perennial crop 
that requires about 20 months from planting to reach full 
production (which then is continued for sev~ral years), 
the price swings are usually extended (especially those on 
the down side) . 
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Table 3-4 
Raw augar: Monthly world market price• on the basla of th• 1177agreement,1 1982-87 

(In cents per pound) 

Month 1982 1983 1984 1985 1986 1987 

January 12.90 6.03 6.97 3.62 4.86 6.49 
February .•.••• 13.07 6.43 6.64 3.70 5.57 7.38 
March ........ 11.26 6.20 6.42 3.83 6.95 7.56 
Aprll .......... 17.83 9.58 5.99 3.42 8.33 6.68 
May .••...•..• 8., 1 9.45 5.61 2.82 7.63 6.73 
June .....•.... 6.84 10.74 5.53 2.78 6.33 6.44 
July ..•...•..•. 7.80 10.53 4.54 3.18 5.55 6.10 
August ..••..•• 6.77 10.56 4.05 4.39 5.57 5.62 
September 5.76 9.43 4.10 5.12 4.68 6.10 
October •..•... 5.03 9.69 4.64 5.01 5.39 6.65 
November ••... 6.52 8.33 4.36 5.48 5.95 7.26 
December ••.•. 6.31 7.67 3.55 5.32 5.73 8.25 

Average ..... 9.02 8.72 5.20 4.06 6.04 6.77 

1 ISA, monthly average prices (f.o.b .. Caribbean ports. bulk basis), calculated In accordance with art. 61 of the 
1977 agreement. 

Source: Compiled from data reported by the United Nations Conference on Trade and Development. 

Wheat 

The International Wheat Agreement (IWA}, 
unlike most intergovernmental commodity agree
ments, has had no provisions for buffer stocks, 
intervention price ranges, or export quotas. The 
IW A consists of a Wheat Trade Convention and a 
Food Aid Convention. As part of its responsibili
ties, the IW A has provided for technical studies, 
food aid pledges to less developed nations by ex
porting nations and wealthier importing nations, 
and information collecting. The various functions 
of the IW A are administered by the International 
Wheat Council, the only commodity organization 
to which the United States belongs as an export
ing nation.1 

The original agreement for the IW A, negoti
ated in 1971, was extended eight times; the last 
extension expired June 30, 1986. A new IW A 
was negotiated and signatures were affixed in 
June 1986; the new expiration date is June 30, 
1989. The new IWA was ratified by the U.S. 
Senate November 17, 19 8 7, and signed by the 
President December 18, 19 8 7. While continuing 
the functions and organizational structure of the 
old agreement, the new IW A expands the scope 
of research and reporting to include information 
of other grains besides wheat; it also increases 
pledges under the Food Aid Convention. The 
renewed IW A still has no power to intervene in 
markets to regulate prices. The principal differ
ence between the old and the new IW A is that 
the new arrangement now down-plays the lan
guage of the previous arrangement regarding 
eventual price intervention. 

1 For further details about the IWA, see the Operation of 
the Trade Agreements Program, 33rd Report, 1981, 
USITC publication 1308, pp. 89-90. 
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During marketing year 1987 /88,2 world utili
zation of wheat3 rose to 521.4 million metric tons 
(mmt}, from 5 17 .4 mmt the previous year. Total 
world production in 1987/88 was down to 500.8 
mmt, from 500.9 the previous year. During the 
same period, world wheat exports rose from 97.8 
mmt to 100.1 mmt.4 

According to the USDA, U.S. exports of 
wheat in marketing year 1987 /88 rose from 37 
mmt to 40 mmt, i.e., the United States accounted 
for 40 percent of world wheat exports. Total 
non-U. S. world wheat exports declined to 60 .1 
mmt in 1987/88, from 60.8 mmt the previous 
year. The world wheat situation is characterized 
by persistent growth in import demand, largely for 
milling quality wheat, as importing countries con
tinue to respond to relatively low world wheat 
prices. Export prices for wheats having declined 
over several years, rebounded during 19 8 7 to 
$110 in January 1987, and to $125 in December 
1987.6 

The USDA projects that U.S.S.R. wheat im
ports during 1987 /88 will hit the highest levels 
since 1984/85. Heavy wheat imports are likely as 
a result of attractive world wheat prices and the 
reduced quality of the 1987 Soviet wheat crop 
(substantially below the quality of the crop of last 

2 July 1987 to June 1988, using U.S. Department of 
Agriculture projections as published in various Foreign 
Agriculture Service publications. 
3 World wheat and wheat flour utilization based on an 
aggregate of differing local marketing years from World 
Grain Situation and Outlook, USDA- FAS, FG 14-87, 
December 1987. 
4 The same figures apply to world imports since world 
exports and world imports arc equal. 
s Basis FOB, U.S. dollars per metric ton, U.S. Gulf, 
No. 2 hard winter wheat. 
11 As of Dec. 8, 1987, "Export Prices for Wheat and 
Corn," USDA-FAS, World Grain Situation and Out
look,. If CIF Rotterdam prices are considered, U.S. 
No. 2 Dark Northern Spring Wheat, 14 percent protein, 
was quoted as of the same date at $147. 



year). The U.S.S.R. has purchased both milling 
and feed quality wheat from the European Com
munity; it purchased milling wheat from the 
United States under the Export Enhancement 
Program. 1 

Cocoa 

Agreement on the 1986 International Cocoa 
Agreement (ICCA)2 was reached in July 1986; 
the 1986 Agreement replaces the 1980 agree
ment, which expired on September 30, 1986. 
The 1980 ICCA replaced the ICCA of 1975 and 
its predecessor, the ICCA of 1972. The United 
States has not been a member of any of the 
ICCA's for a variety of reasons. Most notably the 
U.S. Government believes that buffer stock 
agreements generally do not work, that the agree
ments have been inadequately funded, and that 
unrealistic price ranges are specified in the agree
ments.3 

In January 1987, the 1986 ICCA went into 
effect as the requisite number of cocoa producing 
and consuming member countries provisionally 
ratified the accord.4 Unlike the previous agree
ment, the world's largest producer of cocoa-the 
Ivory Coast-is a member of the ICCA. The re
newed agreement is scheduled to be in effect for 
3 years; after that time it can be extended for an 
additional 3 years if a new agreement has not 
been developed. 

The basic mechanism of the 1986 ICCA is 
the same as that of the 1980 ICCA: a 
250,000-ton buffer stock (of which 100,000 tons 
of cocoa is to be carried over from the 1980 
ICCA). Additionally, there is provision for a 
Withholding Scheme in case the buff er stock is 
unable to maintain prices within the designated 
range. The buffer stock is to be financed by a 
1.4-cent per pound levy on member exports and 
on member imports from nonmembers. The 
1986 ICCA provides for semiautomatic adjust
ment mechanisms and price reviews. 

Prices will be adjusted automatically by 115 
SDR's/ton, up or down, if they are not within the 
mandatory intervention levels and if the buffer 
stock manager has bought or sold 75,000 tons of 
cocoa within a 6-month period. Prices in the new 
ICCA are to be based on Special Drawing Rights 
(SDR's) to moderate currency fluctuations. 5 The 
price ranges of the 1986 ICCA are as follows: 

1 For a discussion of the U.S.-Soviet Grain Agreement, 
see the following section. 
2 The two C's in the initials for the International Cocoa 
Agreement (ICCA) are used to distinguish it from the 
International Coffee Agreement (ICA). 
3 U.S. Department of State, "International Commodity 
Agreements," GIST, August 1985. 
' Ratifications by countries accounting for 80 percent of 
world exports and 65 percent of world imports are 
needed for the agreement to enter into force. 
e For 1987, the average SDR exchange rate was 0. 77 
SDR/U. S. dollar. 

Upper Intervention price 
(must sell) ............ . 

May sell price .......... . 
Median price ........... . 
May buy price .......... . 
Lower Intervention price 

(must buy) ....•....... 

SDR'slton 

2, 155 
2,100 
1,820 
1,540 

1,485 

Aprox. 
cents/lb. 

132 
129 
111 
94 

91 

Cocoa prices under the agreement are deter
mined by reference to a daily price and an indica
tor price expressed in SDR's per ton. The daily 
price is the daily average quote for cocoa beans of 
the nearest 3 active futures-trading months on the 
London Cocoa Terminal Market and on the New 
York Coffee, Sugar, and Cocoa Exchange at the 
time of the London daily close. The indicator 
price is the average of the daily prices over 10 
consecutive market days. 

The Withholding Scheme is a second line of 
defense for price stabilization. Under the super
vision of the buffer stock manager, the scheme 
provides for the withholding of a maximum of 
120,000 tons of cocoa from the market by pro-· 
ducers if the indicator price is at or below the 
lower intervention price for 5 or more consecutive 
days, or when either 80 percent of the maximum 
capacity of the buffer stock has been filled, or 
when the net financial resources of the buff er 
stock are only sufficient to purchase 30,000 tons 
of cocoa. The release of cocoa from the With
holding Scheme would begin when the indicator 
price has been at or above the median price for 
10 consecutive market days. Buffer-stock sales 
cannot begin until all cocoa has been released 
from the Withholding Scheme. 

Tin 
Although the Sixth International Tin Agree

ment (IT A), which was to formally expire on 
June 30, 1987, was granted a 2-year extension by 
delegates to the International Tin Council (ITC) 
in April 19 8 7, for all practical purposes the agree
ment has ceased to function. 6 Export quotas, the 
principal mechanism used by the ITC to manage 
tin prices, have not been reimposed since they 
expired in March 1986. In addition, since the 
ITC Buffer Stock Manager, who formally inter
vened on the London Metal Exchange (LME)7 to 
support tin prices, announced in October 1985 
that he could no longer support tin prices at the 
ITA floor price of $5.65 per pound due to credit 
problems, the price of tin has fallen to as low as 
$2.40 per pound. 1 Since the tin-price collapse in 
1985, the ITC has concentrated on fighting legal 

8 The Sixth IT A has been ratified by 6 producer coun
tries, including Australia, Indonesia, Malaysia, Nigeria, 
Thailand, and Zaire, and by 19 consumer nations. The 
United States Is not a member of the Sixth ITA. 
7 Because of the tin price collapse and ITC credit prob
lems, tin is no longer traded on the London Metal Ex
change (LME) and is now traded on the Kuala Lumpur 
Tin Market (KL TM), a much smaller market. 

3-15 



challenges by creditors and issuing statistical re
ports. Given the problems associated with the op
eration of the Sixth ITA, there were no plans in 
1987 to begin negotiations for a Seventh ITA. 

Declining tin prices prompted steps to bolster 
prices by the Association of Tin Producing Coun
tries (A TPC), a group of tin producers formed in 
September 1983 to leverage higher prices for tin.2 
On March 1, 1987, the ATPC agreed to limit tin 

exports among all member nations to no more 
than 96,000 metric tons from March 1 to Febru
ary 29, 1988. In addition, China and Brazil, the 
two largest producers outside the A TPC, agreed 
not to take advantage of these quotas to increase 
exports. Despite these quotas, tin prices have re
mained far below the former IT A floor price, with 
prices on the Kuala Lumpur Tin Market remain
ing near $ 3. 00 per pound throughout 19 8 7. Tin 
traders attributed the price weakness to certain 
A TPC countries who exceeded their export quo
tas and to larger than expected exports by China. 
Chinese exports of tin in 1987 increased seven
fold over exports for 1986 despite Chinese prom
ises to restrain exports. Recently, the ATPC 
announced that producer inventories of tin fell 
from 104,000 metric tons at the end of 1985 to 
60,000 metric tons on July 1987 and were ex
pected to reach 40,000 metric tons by February 
1988. The ATPC feels that when inventories fall 
to 20,000 metric tons, tin prices should 
strengthen as demand and supply are brought into 
balance. 

The sale of surplus tin from the U.S. Govern
ment stockpile by the General Services Admini
stration (GSA) continued as a controversial issue 
within the world tin community. By yea rend 
1987, GSA had disposed of 4,075 metric tons of 
tin, down 26 percent from the total of S,490 met
ric tons disposed of in 1986.3 The drop in sales 
reflected U.S. sensitivity to the concerns of tin
producing countries, which feared further price 
declines. The Association of Southeast Asian 
Nations (ASEAN) has long urged the GSA to 
abide by the Memorandum of Understanding 
(MOU) between its tin-producing countries and 
the United States. The MOU, a nonbinding reso
lution that is in effect through 1988, informally 
limits GSA tin sales to 3,000 metric tons per an
num in order to avoid depressing tin prices. 
However, the GSA position is that the terms of 
the MOU allow sales above the 3,000 metric ton 
limit if the United States consults with the 
ASEAN nations prior to such sales. 

1 See Operation of the Trade Agreement Program, 18th 
Report, 1986, USITC Publication 1995, pp. 3-13 and 
3-14, for a complete discussion of the tin-price collapse. 
2 The ATPC consists of Malaysia, Indonesia, Thailand, 
Australia, Bolivia, Zaire, and Nigeria, and acts inde
pendently of the ITC. The A TPC was formed by pro
ducers who felt that tin prices established by the ITC 
were loo Jow. 
3 The entire U.S. strategic tin stockpile as of Dec. 31, 
1987, equaled 177,053 metric tons. 
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Natural Rubber 

The International Natural Rubber Agreement 
(INRA), which was finalized and signed on Octo
ber 6, 1979 (INRA 1979), came into force provi
sionally on October 23, 1980.4 The United 
States joined INRA in May 1981. The purpose 
of INRA, the first commodity agreement con
cluded under UNCTAD's Integrated Program for 
Commodities, is to stabilize world prices without 
disrupting long-term market trends and to ensure 
adequate supply. The buffer stock established in 
the agreement provides the mechanism to keep 
prices and supply stable. The current agreement 
expired in 1985, but was extended for a 2-year 
period through October 23, 1987, by the Interna
tional Natural Rubber Organization (INRO), 
which administers the provisions and supervises 
the operations of the agreement. 

On March 20, 1987, the major producing 
and consuming countries of natural rubber 
reached a new accord (INRA 1987) and decided 
to allow the current INRA arrangements to lapse 
after October 1987. The new 5-year pact report
edly provides greater flexibility to move prices in 
line with market forces. Although producers had 
largely to accede to consumers' demands in the 
compromise solution, which includes a high de
gree of price flexibility, the agreement removes 
the threat to prices that a heavy liquidation of the 
buffer stock would have posed had the talks 
failed.s Under INRA 1987, the reference price 
remains at 201.66 Malaysian/Singapore cents per 
kilo (43.6 U.S. cents per pound).s INRA 1987 
was not in effect as of the end of 19 8 7 and indus
try sources expect it will be many months before 
this new agreement comes into force .7 

• For more details on the background of INRA, see Op
eration of the Trade Agreement Program, J]rd Report, 
1981, USITC Publication 1308, pp. 91-94; and Opera
tion of the Trade Agreement Program, 18th Report, 
1986, USITC Publication 1995, pp. 3-14 and 3-15. 
5 The Economist Intelligence Unit, Rubber Trends, No. 
114 (London, June 1987), p. 3. For more details on 
the operation of the buffer slock see Operation of the 
Trade Agreement Program, ]Jrd Report, 1981, USrTC 
Publication 1308, pp. 91-94; and, Operation of the 
Trade Agreement Program, 17th Report, 1985, USITC 
Publication 1871, pp. 103-105. 

11 The Economist Intelligence Unit, Rubber Trends, No. 
114 (June 1987), pp. 12 and 13, reports that the INRA 
1987 also provides for an automatic adjustment of at 
least 5 percent whenever the market price, during the 
6-month period preceding a price review, has on average 
been above or below the "may sell" or "mav buy" trigger 
levels. In addition, if the natural rubber buffer stock, 
currently at 360,000 metric tons reaches 400,000 metric 
tons, the buffer stock manager will defend the "floor" 
price (i.e, lower indicative price) of 150 Malaysian/Sin
gapore cents per kilo (32.4 U.S. cents per pound) by 
making contingency purchases of up to 150, 000 metric 
Ions of natural rubber. Finally, unlike the situation with 
INRA 1979, under INRA 1987 bank loans can no longer 
be used lo finance the buffer and contingency stocks. 
7 Press Communique, International Natural Rubber 
Council, Fourteenth Session, Apr. 30 and May 4-5, 
1987, al Kuala Lumpur; The Economist Intelligence 
Unil, Rubber Trends, No. 116, December 1987, pp. 2 
and 11, and International Natural Rubber Organization 
"Decision taken and resolutions adopted at the Four
teenth Session of the International Natural Rubber Coun
cil," Reference: ED/Mem/369, May 7, 1987, pp. 10 
and 11. 
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Under the authority granted by the Interna
tional Rubber Council, the buffer-stock manager 
reportedly will sell about 2,000 metric tons of 
natural rubber a month from the stockpile to help 
cover stock maintenance costs and INRO head
quarters expenses. The buffer-stock manager of 
the INRO stated that he will not disrupt the mar
ket but aims to keep prices from exceeding the 
"must sell" level of 242 Malaysian/Singapore 
cents per kilo (52.3 U.S. cents per pound) .1 In 
addition to these required sales, trade sources re
port that there have been substantial sales from 
the buffer stock in response to price increases 
since the agreement expired in October 1987.2 

Worldwide consumption of natural rubber 
reached 4.495 million metric tons in 1987, repre
senting a 2.0 percent increase over the 4.405 mil
lion metric tons consumed in 1986.3 Worldwide 
production of natural rubber in 1987 is estimated 
to have been 4.590 million metric tons, repre
senting an increase of 3.0 percent over the 1986 
production level of 4.455 million metric tons. 
Natural rubber production rose faster than de
mand. As a result, the natural rubber stock in
creased in 1987 by approximately 95,000 metric 
tons over that of 1986. The total world stock of 
natural rubber reached 1.625 million metric tons 
in June of 19 8 7, the last month for which data 
are available.4 

Jute 

The International Jute Agreement (IJA),s 
the second commodity agreement to be negoti
ated under the framework of UNCTAD's Inte
grated Program for Commodities, completed its 
fourth full year of operation in 19 8 7. The objec
tives of the IJA are to (a) improve structural con
ditions in the jute market, (b) enhance the 
competitiveness of jute and jute products, (c) 
maintain and enlarge existing markets as well asto 
develop new markets for jute and jute products, 
(d) develop production of jute and jute products 

1 Industry sources report that the buffer stock manager 
sold an estimated 12,000 metric tons of natural rubber 
from the INRO stockpile during September 1987 since 
INRO's 5-day moving average exceeded the "may sell" 
level of SO. 2 U.S. cents per pound for the first time 
since March 1984. (Economist Intelligence Unit, Rub
ber Trends, No. 116, December 1987, pp. 2 and 11.) 
2 On the basis of information obtained during a tele
phone conversation on Mar. 16, 1988, between a staff 
member of the United States International Trade Com
mission and an official at the U.S. Department of Com
merce. 
3 Economist Intelligence Unit, Rubber Trends, No. 116, 
December 1987, pp. 17 and 18. 
4 Ibid., p. 10. This source reports that stocks of natural 
rubber increased by 2.2 percent in the 12 months prior to 
June 1987. 
11 The IJA membership consists of 4 producing/exporting 
countries, Bangladesh, India, Nepal, and Thailand, and 
24 importing countries, including the United States, the 
European Community, and a number of developing 
countries. 

with a view to improving their quality for the 
benefit of importing and exporting members.and 
(e) develop production, exports, and imports of 
jute and jute products so as to meet the require
ments of world demand and supply. These objec
tives are to be met through implementing research 
and development projects, market promotion, 
and cost reductions in production and processing. 
Unlike some intergovernmental commodity agree
ments, the IJA has no authority to stabilize world 
prices or supplies through the establishment of 
buffer stocks, pricing-level measures, or export 
quotas. 

The International Jute Organization (IJO), 
which administers the IJA with the assistance of 
the International Jute Council (IJC), conducted 
the seventh session of the JJA at its headquarters 
in Dacca, Bangladesh, in April 1987. It approved 
a new project to improve retting and marketing of 
jute and proposals for two more projects, 
strengthening extension services for jute and al 

lied fibers and farm management analysis of jute 
based cropping system. Members discussed fu
ture market-promotion activities for Western 
Europe, Japan, and the United States and ap
proved funding for a seminar on "development of 
simple jute seeders suitable for various soil tillage 
conditions." The session concluded with a pres
entation of a written report on market prospects 
for jute geotextiles. 

The eighth session of the IJA was held in 
Yogyakarta, Indonesia (the first meeting not held 
at IJA headquarters) from October 29 to Novem
ber 4, 1987. Topics discussed were ways to im
prove IJO's data base, especially information 
from producing countries, and the concept of sta
bilizing prices and supplies of jute and jute prod
ucts. Also discussed were the renegotiation of the 
IJA, scheduled to expire in January 1989, and 
whether to amend the IJA to require mandatory 
project funding by all members. Currently, pro
ject funding is done on a voluntary basis. 

World production of jute fiber fluctuated 
widely during crop years 1983/84 through 
1987/88 (table 3-5). Production reached a high 
during crop year 1985/86, resulting from bumper 
crops in all major producing countries, coupled 
with increased plantings in response to relatively 
high jute prices in the previous crop year. How
ever, world production of jute fiber declined by 
over 40 percent in crop year 1986/87 as a result 
of reduced plantings following a drop in prices 
from the 1985/86 season, crop damage caused by 
flooding in the major producing countries, and 
expectations of continued difficulties in marketing 
the fiber. Despite this decline in production, jute 
remained at a historically high level of stocks (2.0 
million metric tons), as a result of carryover from 
the previous season. 
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T•ble 3-1 
Jute flber: 1 World production, by prlnclp•I sourcH, crop y .. r• 1183/84 to 1187/88 

(In thousands of metric tons) 

Source 

lndla .•....••....•.•.•...•.. 
Bangladesh ...•.•...•......• 
China ..•......••......••..• 
All other .................... . 

Total ....••.•..•........• 

1983184 

1, 188 
956 
510 
510 

3, 164 

1 Includes kenaf and other allled fibers. 
a Projected. 

1984185 

1,436 
922 
746 
477 

3,581 

1985186 1986187 19871882 

2.207 1,440 1, 170 
1,548 983 684 
2,060 7.10 600 

599 524 476 

6,414 3,657 2,930 

Source: United Nations, Food and Agriculture Organization, Jute, Kenaf and Al/led Fibers: Quarterly Statistics, 
September and December 1987 Issues. 

The world's largest producers of jute are In
dia, Bangladesh, and China, which together ac
counted for 86 percent of world output in crop 
year 1986/87, down from 91 percent in crop year 
1985/86. China accounted for the most of the 
decline, as it switched a large amount of acreage 
to rice and other food crops. The largest jute 
producer is India, accounting for 39 percent (1.4 
million metric tons) of world output in crop year 
1986/87, followed by Bangladesh and China with 
27 and 19 percent, respectively. 

These three producers also accounted for 
slightly more than 90 percent of world exports of 
jute fiber, which totaled 511, 000 metric tons in 
crop year 1986/87, slightly below the level of the 
previous crop year. However, total exports in 
crop year 1986/87 were about 11 percent higher 
than the 1984-87 annual average of 460,0000 
metric tons. Exports from Bangladesh, which ac
counted for 79 percent of world shipments 
(403,000 tons}, were slightly less than the previ
ous season, reflecting saturation in demand in in
ternational markets and a limited availability of 
the required top grades of fiber. India and 
China, which consume the majority of the jute 
fiber grown locally, accounted for a combined 14 
percent of total world exports. 

World exports of jute products (principally 
yarn, sacking, bags, carpetbacking, and fabrics) 
totaled 1. 1 million metric tons in crop year 
1986/87, slightly less than those in the previous 
season, but near the average annual level during 
1984-87. Bangladesh, the largest exporter, 
shipped 484,000 metric tons in 1986-87, an in
crease of 1,200 metric tons from the previous 
year. India, the second leading exporter, shipped 
270,000 metric tons, and Thailand, the third larg
est, exported 108,300 metric tons in 1986/87, 
representing increases of 6 percent and 27 per
cent, respectively, over the previous crop year. 
Among the individual products, hessian (fabric) 
and carpetbacking exports from both Bangladesh 
and India recovered considerably, whereas sack
ing exports from Bangladesh and Nepal fell sig
nificantly. 
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World imports of jute fiber totaled 484,000 
metric tons in calendar year 1986, an increase of 
18 percent over the previous season's 411,000 
metric tons. The world's largest importer in 1986 
was Pakistan, accounting for 25 percent of the 
total, followed by China and the U.S.S.R., with 8 
percent each. Other major importers included 
the United Kingdom and Bulgaria, accounting for 
5 and 4 percent, respectively. The United States 
accounted for 3 percent of the total. 

World imports of jute products in 1986 to
taled 1.2 million metric tons, an increase of 1 
percent over the previous year. The U.S.S.R. 
and the United States were the largest single im
porters of jute products in 1986, accounting for 
12 and 10 percent of total world imports, respec
tively. The European Community as a whole ac
counted for 21 percent of total world imports in 
1986. The EC's imports of 238,400 metric tons 
in 1986 represented an increase of 14 percent 
over the previous year's level. 

Demand for jute fiber is derived largely from 
demand for jute products such as hessian (burlap 
fabric), carpetbacking, bags, and sacking. These 
products are also made of other materials, par
ticularly polypropylene, a manmade fiber. Al
though the price of polypropylene is usually 
higher than that of jute, the use of the synthetic is 
often preferred because of its greater durability, 
tensile strength, and its tear and mildew resis
tance. The uncertainty of jute supplies also af
fects its level of use. Jute farmers often shift their 
acreage between jute and other crops such as 
rice, depending on crop prices. This situation, 
c"upled with unfavorable weather conditions, po
litical unrest, and labor strikes, often makes it dif
ficult to forecast crop sizes. As a result, many 
manufacturers prefer to use polypropylene, for 
which delivery is more reliable, to avoid possible 
interruptions or alterations in their production 
schedule. 

Since manmade fibers such as polypropylene 
are derivatives of oil, the price of crude oil affects 
their prices. World oil prices increased signifi
cantly during the first half of 1987 and then de
clined in the latter part of the year. However, 
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polypropylene price increases reflected a tight 
supply situation for this product, and some manu
facturers shifted to jute fiber. 

During 1986/87, the competitive position of 
jute fiber relative to polypropylene was the most 
favorable since the early 1980's. Although prices 
of raw jute had increased since the beginning of 
1987, those of polypropylene increased at a 
higher rate (table 3-6). 

Although prices of both jute and 
polypropylene carpetbacking, an important mar
ket for jute, increased from their low levels in 
1986, jute remained extremely competitive with 
the manmade fiber. In the United States, the 
largest market for carpetbacking, jute backing 
was about S to 10 percent lower in price than 
comparable polypropylene backing. Jute's share 
of the carpetbacking market was approximately 
30 percent in 1987. A price comparison of typi
cal constructions of carpetbacking that compete 
with each other is shown in table 3-7. 

Tropical Timber 
Last minute action by both producing and 

consuming countries brought the International 
Tropical Timber Agreement (ITT A) into force on 
April 1, 1985, following 8 years of preparatory 

Table 3-8 

work and negotiations carried out under the aegis 
of UNCTAD. Since its entry into force, 18 pro
ducer countries and 23 consumer countries have 
signed the agreement. These countries account 
for over 9 5 percent of the trade in tropical tim
ber. 

The objectives of the ITT A reflect a recogni
tion by the governments concerned that tropical 
timber is a commodity that, unlike many others, 
is harvested from mostly virgin forests, is a prod
uct of highly fragile ecosystems, and is renewable, 
under certain conditions, only over a long time 
span. Broadleaved hardwood forests need mini
mally 30 to 50 years, and, in many cases, up to 
100 years, to produce harvestable logs, making 
management of this resource very different from 
that of agricultural resources. Another unique 
feature of this commodity lies in the fact that 
tropical forests not only yield valuable timber for 
export but also play an important role in the pro
tection of the planetary environment and as a life
support system for the people who live in or near 
these forests. For these reasons, the ITTA seeks 
to ensure that the economic use of tropical timber 
is kept in balance with conservation of the re
source and with environmental needs. It is the 
only international commodity agreement to in
clude such objectives. 

Polypropylene and jute fiber: Average annual prices, 1984-86, and quarterly prices, first-third quarters 
1987 

Polypro- Ratio of jute to 
Period pylene Jute polypropylene 

Per ton Per ton Percent 
\984 ....•.......•••.......•... $822 $653 79.4 
11)85 .•.....•.••••.....•....... 736 673 91.4 
11186 .....•••......•••.••...... 696 335 48.1 
1987: 

January-March e ••••I I 0 0 I I 0 I 0 I 749 340 45.4 
Aprll-June ...•...........•.... 816 388 47.5 
July-September ............... 948 414 43.7 

Source: Complled from data reported by the Food and Agrlculture Organization of tlie United Nations. 

Table 3-7 
Jute and polypropylene carpetbacklng: Average annual prices, 1984-86, and average quarterly prices, 
1987 

(In cents per linear yard) 

Type 1 

Jute Polypropylene 
Period (6 oz.) (16 x 8) 

1984 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 87 80 
1985 . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85 86 
1986 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 73 79 
1987: 

1st quarter . . . . . . . . . . . . . . . . . . . . . . . . . 78 82 
2d quarter . . . . . . . . . . . . . . . . . . . . . . . . . 77 82 
3d quarter . . . . . . . . . . . . . . . . . . . . . . . . . 78 82 
4th quarter . . . . . . . . . . . . . . . . . . . . . . . . . 77 82 

Type 2 

Jute 
(5.5 OZ.) 

80 
77 
64 

67.5 
66 

68.5 
66.5 

Polypropylene 
(16 x 6) 

72 
78 
71 

74 
74 
72 
78 

Source: Complled from data reported by the Food and Agriculture Organization of the United Nations. 

3-19 

... ·.-· 



Under terms of the ITI A, the Secretary 
General of the United Nations convened the first 
session of the organization on June 17, 1985, 
which consisted of three separate meetings (June 
17-28, 1985; Nov. 25-29, 1985; and July 
28-Aug. 1, 1986). The key accomplishments of 
the first session included the selection of 
Yokahama, Japan, as the permanent headquar
ters site for the organization, and the appoint
ment of the Malaysian representative as the 
Executive Director. 

The second session was held in Yokohama, 
Japan, on March 23-27, 1987. The major ac
complishments of this meeting were the establish
ment of three permanent committees: The 
Committee on Economic Information and Market 
Intelligence; the Committee on Reforestation and 
Forest Management; and the Committee on For
est Industry. In addition, the organization 
received voluntary contributions of $2 million 
from Japan, S 1 million from Switzerland, and 
$600,000 from the Netherlands. These contribu
tions were for use in carrying out project activi
ties. The Executive Director was authorized to 
begin work on certain preprojects and to submit a 
list of full project proposals before its third ses
sion. 

The third session met during November 
16-20, 1987. The key developments were the 
review of the work program, including identifica
tion of project proposals to be undertaken in the 
field of R&D, reforestation, and market intelli
gence. Also, officers for the three permanent 
committees were elected. 

The ITI A is the third commodity agreement 
to be negotiated under the framework of UN
CT AD's IPC. Its objectives are to provide an ef
fective framework for cooperation and 
consultation between tropical timber producing 
and consuming countries with a view to promoting 
the expansion and diversification of international 
trade in tropical timber and improving structural 
conditions in the tropical timber market. 1 To 
these ends, the ITI A seeks to promote research 
and development aimed at improving forest man
agement and wood utilization, improving market 
intelligence, encouraging increased and further 
processing of tropical timber in member produc
ing countries, encouraging reforestation and for
est management activities, improving marketing 
and distribution of tropical timber exports of pro
ducing members, and encouraging national poli
cies aimed at sustainable utilization and 
conservation of tropical forests and their genetic 
resources and at maintaining the ecological bal
ance in the regions concerned. It is envisaged 

1 For the purpose of the ITTA, "tropical timber" is de
fined as nonconiferous tropical wood for industrial uses, 
which grows or is produced in the countries situated be
tween the Tropic of Cancer and the Tropic of Capricorn. 
The term covers logs, sawnwood, veneer, and plywood. 
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that projects in these areas will be financed from 
the Second Account of the Common Fund for 
Commodities when it becomes operational, from 
regional and international financial institutions 
and from voluntary contributions. 

OTHER TRADE AGREEMENTS 
ACTIVITIES 

The Bilateral Investment Treaty 
Program 

The U.S. Bilateral Investment Treaty (BIT) 
program was launched in late 19 81 for the pur
pose of encouraging U.S. direct investment 
abroad.2 Through the negotiation of BIT's with 
interested countries (usually low-and middle-in
come developing countries), U.S. investors 
abroad are guaranteed certain rights and protec
tions. The program is based on the idea that 
when some of the risks and restrictions associated 
with overseas investment, particularly those in de
veloping countries, are thus eliminated, U.S. in
ternational investment nows should increase. 

The U.S. Government negotiates BIT's using 
a prototype treaty that has the following four main 
objectives: (1) ensure national and MFN treat
ment, (2) protect the freedom to transfer profits 
and other funds across borders, (3) provide 
prompt and fair compensation in the event of ex
propriation, and (4) establish procedures for dis
pute settlement. This treaty model is an updated 
version of the original BIT prototype treaty and 
dates from early 1984. 

Since the beginning of the program, the 
United States has held preliminary discussions 
with over 40 countries. In 1986, 10 BIT's were 
submitted to the Senate for ratification.3 By late 
1987, no BIT's had been ratified by the Senate. 
Negotiations continue on BIT's with a variety of 
developing countries in Africa, Asia, and Latin 
America. 

United States-Israel Free-Trade Area 
Agreement 

The U.S.-lsrael Free-Trade Area Agree
ment,4 the first such free-trade agreement (FTA) 

2 For a complete discussion of the BIT program, see the 
Operation of the Trade Agreements Program, 35th Re
port 1983, USITC Publication 1535, pp. 36-43. 
3 The 10 countries arc Morocco, Turkey, Panama, 
Egypt, Senegal, Haiti, Zaire, Cameroon, Bangladesh, 
and Grenada. 
• An FT A is an agreement in which participating coun
tries remove substantially all trade barriers with respect 
to each other. GA TT article XXIV establishes an excep
tion to GATT obligations, in particular the MFN obliga
tion, for FTA's provided : (1) duties and restrictions on 
"substantially all the trade" between the members are 
eliminated; and (2) each members' duties and regula
tions are not more restrictive than those existing prior to 
the FT A. The GA TT also permits interim agreements 
that lead to the formation of an FT A "within a reason
able length of time". 



entered into by the United States, became effec
tive on September 1, 1985, with the first of a se
ries of tariff reductions and eliminations. 1 Over a 
10-year period, the agreement will eliminate tar
iffs on all trade between the two countries. The 
Ff A covers not only manufactured goods and ag
ricultural products, but also areas that are not 
presently incorporated into the GATT, such as 
trade in services, intellectual property rights, and 
trade-related performance requirements.2 

The phasing out of customs duties on the 
four categories of products into which all imports 
fall, will be accomplished by January 1, 1995. 
Each of the categories will follow a different stag
ing pattern based on the sensitivity of domestic 
products to imports. Duties on the most import
sensitive products, which fall into category 4, will 
remain unchanged at least until January 1, 1990. 
On September 1, 1985, duties on products in the 
first, the least sensitive category, were completely 
eliminated, and duties on products falling into 
categories two and three were reduced. 

The year 1987 was the second full year of 
operation for the FTA. In terms of total dollar 
value of trade, U.S. exports to Israel have been 
growing modestly. In 19 8 7, U.S. exports to Israel 
amounted to $2.1 billion, a rise of 18 percent 
over the level of the previous year. U.S. imports 
from Israel in 1987 rose by 9 percent over the 
previous year's level, to $2.6 billion. The bilat
eral trade balance, a deficit of $572 million in 

1 For a complete discussion of the U.S.-lsrael Free
Trade Area Agreement, see the Operation of the Trade 
Agreements Program, 36th Report 1984, USITC Publica
tion 1725, pp. 26-33. 
2 The United States has retained Its rights under the 
MFA to restrain disruptive imports of textiles and ap
parel from Israel. 
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1987, remained in Israel's favor for the third 
year. For a list of leading goods in U.S.- Israel 
trade during 1987, see appendix tables B-3 and 
B-4. 

Table 3-8 lists imports of the top 10 items 
imported from Israel under the U.S.-lsrael FTA. 
The total reported value of imports under the 
FTA was $763 million, or about 29 percent of 
total U.S. imports from Israel. The top two 
items, both diamonds, accounted for over $140 
million worth of imports in 1987. Radios, tele
phones and other electrical equipment were also 
leading goods imported under the FTA in 1987. 

Rules of origin requuirements of the U .S.-ls
rael FTA restrict eligibility for the preferenctial 
treatment established by the agreement to articles 
which are wholly the growth, product, or manu
facture of a party or is a new or different article 
of commerce that has been grown, produced, or 
manufactured in a Party; which are imported di
rectly from one Party into the other Party; and for 
which the sum of (i) the cost or value of the ma
terials produced in the exporting Party, plus (ii) 
the direct costs of processing operations per
formed in the exporting Party is not less than 
35 percent of the appraised value of the article at 
the time it is entered into the other Party. lsrawli 
imports from any sourcer that undergo sufficient 
processing in Israel to conforme with the rules of 
origin of the U.S.-lsrael Fta could be exported to 
the United States under the preferences of the 
agreement. This could include Israeli imports 
from the EC, which may enter Israel under a 
preferential arrangement between Israel and the 
EC. Likewise, U.S. exports, which may enter Is
rael under the FT A, could be subsequentlyu 
shipped to the EC under Israel's preferential ar
rangement with the EC if such goods have under-

Leading U.S. Imports for consumption' from Israel, under special-duty provisions of the U.S.-lsrael 
FTA, 1985-87 

TSUSA 
Item No. 

520.3200 
520.3300 
685.3300 
709.1540 
688.4280 
676.3077 
684.5940 
740.1400 
660.3500 
475.2528 

1 Customs value. 

(In thousands of dollars) 

Description 

Diamonds weighing not over O. 5 carat .... , .... , .. . 
Diamonds weighing over 0.5 carat ................ . 
Radio apparatus and parts n. s. p. f , .............. . 
Electro-surgical apparatus, n. s. p. f ............... . 
Electrical articles and parts. n.s.p.f .............. . 
Other data processing machines, n. s. p. f ......... . 
Telephonic apparatus and parts, n.s.p.f .......... . 
Jewelry, precious metals, etc ................... . 
Vapor power units and parts thereof ............. . 
Unleaded gasoline. . ............................ . 

1985 

18, 780 
9.924 

0 
3,375 
8,915 

0 
0 

4,608 
0 
0 

Total of Items shown . . . . . . . . . . . . . . . . . . . . . . . . . 45,602 

1986 1987 

141,619 115,556 
63,764 24.774 

0 19,319 
15,829 18,401 
48,677 17,983 

1,226 13,430 
13.754 13,337 
20.299 12,315 

3 11,049 
0 10,227 

305, 172 256,391 
~~~~~~~~~~~~~~ 

All other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . 85,547 428.988 506, 141 
~~~~~~~~~~~~~~ 

Total all commodities . . . . . . . . . . . . . . . . . . . . . . . . . 131, 149 734, 160 762,533 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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gone sufficient processing in Israel to conform 
with the rules of origin of that arrangement. Re
search conducted at Tel Aviv University1 found 
that agoods with low transport costs, high tariffs 
barriers in either the United States or the EC, 
and goods in which Israel is already competitive 
have the most potential bor being traded between 
the EC and the United States via preferential ar
rangements with Israel. 

United States-U.S.S.R. Grain Agreement 

The current U.S.-Soviet 5-year Long-Term 
Grain Agreement (L TA) spans the period Octo
ber 1, 1983-September 30, 1988. The LTA calls 
for Soviet purchases of at least 9 million metric 
tons (mmt) of U.S. grains during each agreement 
year, which coincides with the U.S. fiscal year. 
At least 4 mmt of the total must be wheat and 4 
mmt corn. Up to 1 mmt grain can be substituted 
with soybeans, with each metric ton of soybeans 
counting as 2 metric tons of wheat or corn. 

Disagreement between U.S. and Soviet offi
cials over the purchase price of grain has led to 
purchase shortfalls under the LT A during the past 
3 agreement years.2 The LTA specified only 
"prevailing market prices." The Soviets have ap
parently interpreted the LT A to allow them to 
purchase U.S. grain at world market prices, 
whereas U.S. exporters thought they could sell 
their grains at going U.S. prices.3 The two prices 
differed widely. 

In 1983/84, Soviet purchases significantly ex
ceeded the minimum quantities. In 1984/85, to
tal Soviet grain purchases were twice the 
minimum quantity. However, this was due to un
usually large corn purchases, whereas purchases 
fell below the required 4 mmt level. In 1985/86, 
the Soviets did not adhere to either the required 
total grain purchase or the minimum wheat por
tion. 4 

During the fourth agreement year (October 
1986-September 1987), total Soviet purchases 
amounted to 8. 24 mmt, falling short of the 
9.00mmt overall minimum requirement. U.S. 
deliveries consisted of 4.07 mmt of wheat, 4.10 
mmt of corn, and 0.07 mmt of soybeans. During 

1 Seev Hirsch, lgal Ayal, and Shlomo Kalish, "Israel 
and a bridge to the United States and the European Eco
nomic Community." Working paper no. 926/87, The 
Israel Institute of Business Research, Tel Aviv Univer
sity, March 1987. 
2 See, 47th Quarterly Report ... , USITC Publication 
1893, pp. 36,37, and 49th Quarterly Report ... , 
USITC Publication 1958, p. 45. 
3 U.S. exporters faced a particular disadvantage in the 
glutted Soviet wheat market during the third agreement 
year and the first part of the fourth agreement year. See, 
SJ st Quarterly Report ... , USITC Publication 2025, 
pp. 33,34. 
•General Accounting Office, International Trade, Alter
native Trading Practices for International Grain Trade, 
(GAO/NSIAD-87-90BR) March 1987. 
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the second and third agreement years, Soviet pur
chases also fell short of the minimum require
ments. s 

Prospect i for the fulfillment of LT A bright
ened in April 19 8 7 when the U.S. Department of 
Agriculture (USDA) announced the Soviet Un
ion's eligibility for the subsidized purchase of 4 
mmt wheat under its Export Enhancement pro
gram (EEP) .e The Soviets took advantage of the 
discount and placed orders for the entire 4 mmt 
of U.S. wheat before the fourth agreement year 
ran out on September 30, 1987. During the 
fourth quarter of calender 1987, the Soviets ac
cepted a further offer of 4.815 mmt EEP wheat. 
Thus for the fifth, and last, agreement year (Oc
tober 1987-September 1988), Soviet wheat pur
chases during the quarter exceeded the 
LT A-stipulated minimum requirement for the en
tire agreement year. 

Overall Soviet grain imports fell precipi
tously, from 55.5 mmt during the purchase year 
July 1984-June 1985 to 29.9 mmt during July 
1985-June 1986, and to 28.5 mmt during July 
1986-June 1987.7 But according to USDA esti
mates,8 Soviet import demand is on the rise again 
and will climb to 32.0 mmt during July 1987-June 
19 8 8. The primary causes for this are the decline 
in Soviet milling quality wheat production and a 
sudden increase in the demand for protein feed 
due to the fast growth of the liv estock sector dur-

a During the second agreement year (October 1984- Sep
tember 1985), Soviet purchases of U.S. grain amounted 
to 15.75 mmt of corn but only 2.89 mmt of wheat. 
During the third agreement year (October 1985-Septem
ber 1986), Soviet purchases of U.S. grain amounted to 
6.81 mmt corn, 1.52 mmt soybeans, and 0.15 mmt 
wheat. (United States Department of Agriculture, Eco
nomic Research Service, Centrally Planned Economies 
Branch, Agricultural Trade Analysis Division: USSR: 
Agricultural Performance Flat In 1987, February 1988.) 
For the circumstances surrounding default during the 
second agreement year, see 45th Quarterly Report to the 
Congress and the Trade Policy Committee on Trade Be
tween the United States and the Nonmarket Economy 
Countries During 1985, USITC Publication 1827, March 
1986, pp. 44-46, (hereafter referred to as the 45th 
Quarterly Report . . . ) . For the circumstances sur
rounding default during the third agreement year, see 
49th Quarterly Report ... , USITC Publication 1958, 
March 1987, pp. 44-46. 
8 Under EEP, the Commodity Credit Corporation In
creases the quantity of U.S. export shipments from its 
stock. The amount of increase is calculated to allow for 
the effective reduction of the exported commodity's pur
chase price to a stipulated level. For details, see Agri
cultural Information Bulletin, No. 515, "Increased Role 
for U.S. Farm Export Programs," April, 1987. 
7 Reduction in overall Soviet import demand for grain 
was attributed to both the shortfall in Soviet hard- cur
rency earnings on sales of oil and natural gas and to the 
above-average grain production during the third agree
ment year, October 1985-September 1986. The Soviet 
grain output increased from 172. 6 mmt in 1984 to 191. 7 
mmt in 1985 and to 210.0 mmt in 1986. The average 
annual output was 205.0 mmt during 1976-1980. See, 
49th Quarterly Report ... , USITC Publication 1958, 
PP.· 45,46 and USDA Economic Research Service, op. 
Cit. p. 1. 
1 Interview with USDA Economic Research Service, Cen
trally Planned Economies Branch, Agricultural Trade 
Analysis Division, Feb. 25, 1988. 



ing 1987.1 In November 1987, the U.S.S.R. con
tracted for 1.3 mmt U.S. soybean meal and 0.8 
mmt U.S. soybeans. This was the first Soviet or
der of U.S. soybean meal since 1979 and it repre
sented nearly 15 percent of the Soviet protein 
meal market in 1987. U.S. soybean exports to 
the Soviet Union made up also about 15 percent 
of total Soviet soybean imports in 1987.2 

Soviet complaints about the quality of U.S. 
grains were not an issue in U .S.-Soviet grain ne
gotiations during 1987.3 

The outlook for another grain deal with the 
Soviet Union is uncertain. Soviet efforts to en
sure self-sufficiency in grains are vast, but the 
projections for output appear unrealistic.4 

Progress on Services Trade Agreements 
in 1987 

Global trade in services has been estimated 
at a minimum of $700 billion annually.s In the 
United States, the size of the services sector as a 
share of the economy continued to grow in 1986. 
Exports of services reached $151 billion, com
pared with imports of $114 billion, resulting in a 
trade balance of $ 3 7 billion in 19 8 6. Employ
ment in the sector reached nearly 7 4 million in 
1986, continuing several years of new job expan
sion in the sector. Employment in the goods sec
tor has remained relatively constant at about 25 
million over the past 7 years. Investment in new 
plant and equipment reached $225 billion in 
1986, about $8 billion over the previous year's 
level. New plant and equipment investment in 
the goods sector was $154 billion in 1986.a 

Although figures such as those cited above 
im1ty that the service sector is an increasingly im
portant element of the U.S. and other industrial
ized economies, a study published by the OECD 
in 1987 suggests that claims of such trends might 

1 According 10 USDA projections, state purchases of 
milling quality wheat in 1987 fell below the 30.4 mmt 
level of 1986. USDA Economic Research Service, Cen
trally Planned Economies Branch, Agricultural Trade 
Analysis Division, CPE Agriculture Report, Vol. l, No. 
1, January-February 1988, 
2 According to USDA estimates, the U.S. share might 
rise to SO percent of total Soviet imports of both soybean 
meal and soybeans in 1988, Ibid., p. 15. 
3 During 1986, the Soviets complained about the quality 
of wheat they received from U.S. sellers. See, 48th 
Quarterly Report ... , USITC Publication 1932, p. 37. 
4 Actual grain output in 1987 fell short by an estimated 
20 mmt from the plan of 232 mmt. The 1988 plan calls 
for 235 and the 1990 plan for 250-255 mmt of grain 
output. USDA CPE Agriculture Report, p. 4. For a 
detailed survey of current Soviet efforts to improve agri
cultural performance see studies in "U.S. Congress, Joint 
Economic Committee, Gorbachev's Economic Plans, 
Vol. 2 (Washington, DC, 1987), pp. 1-139. 
11 Ronald K. Shelp, "Trade in Services," Foreign Policy, 
Fall/Winter 1986/87, p. 70. 
8 Data on the U.S. economy are from the Coalition of 
Service Industries, The Service Economy, December 
1987, Vol. 2, No. 1. 

be exaggerated.7 The work draws into question 
the reliability of statistics which are commonly 
used to depict the service sector on two major 
bases. First, it notes that the service sector is 
often defined to include business and government 
activities. A narrower definition of services which 
excludes the government element, the study 
points out, more closely corresponds to common 
perceptions of services. Using this definition, the 
OECD average share of GDP accounted for by 
services falls from 58 percent to 44 percent, 
about the same average proportion as for goods. 

The second basis the OECD uses in arguing 
that the service sector may be smaller than com
monly estimated involves producer services (serv
ices used in the process of manufacturing goods). 
The OECD noted increased use of contracting 
specialists by businesses for services such as 
cleaning, security, data processing, and advertis
ing. When in-house provision of such services is 
replaced with contractors, the demand for serv
ices may appear to expand suddenly, whereas in 
reality the amount or type of service provided re
mains unchanged. When seen in this context, the 
relative decline in manufacturing and rise in serv
ices as a share of GDP may be seen as a partial 
reflection of this trend. 

Services Activities in Multilateral Forums 

For several years, the United States has been 
advocating liberalizing services trade. In 1987, 
Uruguay Round discussions on trade in services 
intensified, with substantive proposals for estab
lishing rules governing services trade advanced by 
the United States and the European Community. 
The following sections outline the ongoing work 
programs on services trade issues in the GAIT, 
OECD, and UNCTAD. Trade-agreements activi
ties in three major services industries (telecom
munications, maritime services, and insurance) 
will then be discussed. Each of these industries 
was significant in terms of international develop
ments in 1987. 

General Agreement on Tariffs and Trade 

At the September 19 8 6 GA TT Ministerial in 
Punta del Este, the participats agreed to include 
trade in services on the agenda of the Uruguay 
Round Negotiations. The first full year of work 
for the Uiuguay Round Group on Negotiations of 
Services (GNS) was 1987. The GNS ended the 
year cautiously optimistic about prospects for 
their future work. In 1987, the United States and 
the EC presented their proposals for establishing 
GA TT rules on trade in services. The Chairman 
of the group, Colombia's GATT Ambassador, 
Felipe Jaramillo, urged all GA TT members to 
present proposals in 1988 for the services discus
sions. Having a large number of negotiating pa-

7 OECD, "Goods and Services in OECD Economies," 
OECD Economic Studies, Paris, Spring, 1987. 

3-23 
' i.) ') 



pers on the table, Jaramillo saoid, would provide 
trade ministers at the December 1988 midterm 
review of the Uruguay Round with a clear idea of 
what member countries want for trade in services 
and how to resolve any differences. 

Discussions in the GNS in 1987 included the 
applicability to services trade of GA TT concepts 
that have long been applied to goods. For the 
first phase of the negotiations, the group agreed 
to discuss five specific concepts. These concepts, 
which may form part of the basis for future serv
ice-sector disciplines, are (1) national treatment, 
(2) transparency, (3) coverage of the multilateral 
framework for trade in services, ( 4) existing inter
national disciplines and arrangements, and (5) 
measures or practices limiting the expansion of 
trade in services. 

The talks included discussion of the rele
vance of the concept of national treatment under 
Article III of the General Agreement to trade in 
services given the differences between goods and 
services trade. On the subject of transparency, 
discussions included questions concerning the ex
tent to which this concept would be practically ap
plied, particularly in reference to developing 
countries. Other concepts discussed included 
nondiscrimination, and labor intensive services. 
There was also discussion of statistical and defini
tional issues regarding trade in services. 

The U.S. proposed a framework agreement 
in 19 8 7 that would formalize rules governing 
trade in services. The United States views crea
tion of a framework agreement on services as a 
first step in a negotiating process that would also 
include establishing specific service-sector agree
ments. The main concepts outlined for a frame
work are that ( 1) it "should be designed to 
achieve a progressive liberalization of a wide 
range of service sectors in as many countries as 
possible;" (2) it should recognize "the sovereign 
right of every country to regulate its services in
dustries," and only regulate measures whose 
"purpose or effect" is to restrict market access by 
foreigners; (3) it should ensure "agreement by 
countries to avoid adopting new restrictive meas
ures on foreign service providers"; ( 4) it should 
seek a "progressive and time-phased liberalization 
of world services markets which contribute to de
velopment in a positive way, without compromis
ing any individual country's development 
objectives;" (5) its framework should apply to 
"cross border movement of services" and to the 
establishment of foreign branches and subsidiar
ies; and (6) it should allow broad yet flexible cov
erage, with the goal of extending its coverage to a 
wide variety of service sectors. Some delegations 
reacted to the U.S. proposal by stating that it did 
not sufficiently take into account the concerns of 
developing countries. 

The EC also tabled a proposal on services 
trade in 1987. The goal of the proposal was de-
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scribed by EC External Relations Commissioner 
Willy de Clerq as being intended "to establish ex
actly the same kind of system for services as was 
established for goods in 1947 at GATT." In line 
with this reasoning, the EC proposal notes that 
the key issue in negotiating a services agreement 
is how to achieve a major expansion of trade in 
services, thereby boosting growth in the world 
economy while respecting the policy objectives 
that have led to international and national regula
tion of services and promoting the development 
of developing countries. To that end, the EC 
proposal applies GA TT concepts such as nondis
crimination, national treatment, transparency, 
and standstill and rollback to trade in services. 

Organization for Economic Cooperation and 
Development 

In 1982, the OECD Ministerial Council 
launched a work program to "examine ways of 
removing unjustified impediments to international 
trade in services and to improve international co
operation in this area." 1 The work program has 
taken a two-part approach. Committees with sec
toral expertise are identifying and evaluating ob
stacles to trade in specific service industries. In 
19 8 7, work was completed on the securities in
dustry. Meanwhile, the Trade Committee and its 
working party, are establishing a general frame
work for considering service trade issues. 

Part of the ongoing work of the OECD re
lated to trade in services is a work program of the 
Committee on Financial Markets (CFM) to ana
lyze issues related to trade in the financial serv
ices sector. Much of the work to date has 
focused on identifying obstacles to trade in finan
cial services.2 In 19 8 7, the CFM released its 
analysis of international trade in securities.3 The 
OECD identified three general categories of ob
stacles to international trade in securities. The 
first type of obstacle is explicit governmental poli
cies intended to exclude or circumscribe foreign 
participation in the securities market. The sec
ond category of obstacles is official regulations or 
officially condoned private practices serving to 
exclude foreign operations from a significant por
tion of the domestic securities market.4 The final 
major category of obstacles involves barriers to 
cross-border activities in securities, such as ex
change controls and discriminatory taxes. The 
report recommends that future efforts to liberal
ize the sector should attempt to deal with these 
obstacles. 

1 OECD, "OECD Council Meeting at Ministerial Level 
Communique," The OECD Observer, May 1982, p.6. 
2 OECD, International Trade in Services: Banking 
(Paris), 1984. 
3 OECD, International Trade in Services: Securities 
(Paris), 1987. 
' Examples of such regulations include restrictions on 
secondary market dealing, memhership in securities ex
changes, or direct dealing with the investing puhlic. 



Other measures identified by the report do 
not have a restrictive intent, but create "signifi
cant difficulties" for foreign securities-related 
firms. These measures, often the result of differ
ences in regulatory systems and requirements be
tween countries, may have the same restrictive 
effect on foreign participants as intentionally re
strictive regulations. Two examples of types of 
such measures cited by the OECD study are: (1) 
establishment-related difficulties that may be 
caused by differences in institutional and regula
tory regimes;1 and (2) unintentional barriers to 
cross-border operations caused, for example, by 
domestic laws and their application, or regulatory 
limits on the level of foreign securities that institu
tional investors may hold. 

International tourism is one of the services 
that has been the subject of study and agreement 
by the OECD. In November 1985, the OECD 
Council approved a three-part Decision-Recom
mendation for eliminating government barriers to 
tourism. The Decision-Recommendation focuses 
on reducing impediments to the international 
movement of people, goods, services, and capital 
and lowering duties on personal items of tourists. 
It also contains guidelines on how the objectives 
may be met. The Decision-Recommendation 
provides for a review of progress on meeting its 
objectives at least every 3 years and incorporates 
the updated OECD Code of Liberalization of 
Current Invisible Operations, which facilitates fi
nancial operations for tourists.2 

In its annual report on tourism, released in 
September 1987, the OECD Tourism Committee 
reported modest growth in tourism among mem
ber countries in 1986 compared with 1985. The 
growth rate in tourism, the Committee pointed 
out, was hampered by extraneous factors, such as 
the fall in the value of the dollar against European 
currencies, fear of terrorism, and concern over 
possible effects of the Chernobyl accident. Dur
ing 1986, arrivals at frontiers grew by 3 percent 
(compared with 5 percent growth in 1985), and 
nights spent in various forms of accommodation 
rose by 2 percent (the same rate as in 1985). 
Tourism receipts and expenditures in real terms 
were unchanged over 1985 levels. According to 
the OECD, receipts and expenditures each were 
over $90 billion in member countries in 1986. 

In a report on shipping published in 19873, 
the OECD noted a rise in demand for shipping 
services in 1986 and early 1987.4 Higher oil 

1 An example would be regulations that separate banking 
and securities industries in one country, while banks may 
be free to engage in securities business in another. 
2 For more information on the OECD code and tourism, 
see Operation of the Trade Agreements Program, 37th 
Report 1985, USITC Publication 1871, p. 117. 
3 OECD, Maritime Transport 1986 (Paris), 1987. 
4 For a more detailed discussion of international trade 
developments in the maritime services industry, see the 
preceding section. 

shipments largely accounted for a 2-percent rise 
in volume of seaborne trade in 1986 over the pre
vious year, according to the report. The growth 
in demand, however, was insufficient to restore 
balance in the world's main shipping markets, 
even with continued contraction in the world 
commercial shipping fleet. The condition of 
maritime shipping services were also affected in 
oversupply of carriers, increased competition, 
and the fall of the U.S. dollar. The report noted 
that the fleets of OECD member countries were 
subject to continued governmental intervention 
by developing and nonmarket economy countries, 
serving to restrict access to cargoes and noncom
mercial rating policies by several state-trading 
shipping lines. 

Attacking protectionism in international ship
ping was the goal of the Recommendation on 
Common Principles of Shipping Policy, adopted 
by the OECD Council in February 1987 after 7 
years of negotiations. The Recommendation in
cludes agreement on a detailed set of principles to 
preserve world competition in seaborne trade and 
strengthen the liberalization code on shipping. 
The agreement is designed to mitigate efforts by 
nonmember countries, especially Eastern Euro
pean countries, to protect domestic merchant 
fleets through the use of central freight bureaus 
and other methods that determine which ship will 
carry specified cargoes. Although the principles 
are not compulsory, OECD member countries 
agreed on a standstill in the imposition of future 
restrictions hampering international competition 
in cargo trade. The resolution also calls for an 
examination by the OECD before the end of 
1988 of all restrictions practiced by OECD mem
ber states. The OECD also plans to determine 
how, and on what schedule, identified restrictions 
will be modified to conform with the OECD Code 
of Liberalization. 

United Nations Conference on Trade and 
Development 

Issues related to trade in services have long 
been a part of UNCTAD's work program. Stud
ies have been conducted on specific service in
dustries (notably shipping, insurance, and 
financing related to trade) and on service issues 
related to technology transfer and the control of 
restrictive business practices. Within the United 
Nations, many organizations deal with service
sector concerns. Whereas some bodies focus 
their attention on a particular subsector (e.g., the 
International Civil Aviation Organization), others 
deal with issues applicable to services in general 
(e.g., the World Intellectual Property Organiza
tion). 

In its report to UNCTAD vn,s the Secretar
iat, while recognizing that services are one subject 

e UNCTAD "Revitalizing Development, Growth and In
ternational Trade: Assessment and Policy Options," 
June 1987, TD/B/329/Rev. 1, p. 164. 
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of the Uruguay Round, noted several areas in 
which multilateral cooperation between devel
oped and developing countries could take place. 
Such cooperation, UNCT AD pointed out, could 
strengthen service sectors in developing countries 
and enhance their services export-earnings poten
tial. First, the Secretariat pointed to facilities for 
the exchange of experience among enterprises 
and governments of developed and developing 
countries regarding such issues as the contribution 
of producer services to economic development 
and the links between the service and manufac
turing sectors. Second, the Secretariat stated that 
multilateral cooperation on technical assistance 
such as improving producer services in developing 
countries, implementing service export strategies, 
and improving statistics on trade and production 
of services could be pursued. Finally, the report 
identified financial support encouraged by invest
ment incentive programs in developing countries 
as another area for multilateral cooperation. The 
Final Act of UNCT AD VII reaffirmed the UN
CT AD Secretariat's existing mandate to study 
trade in services and to continue providing tech
nical assistance to developing countries in the 
area of trade in services. 1 The mandate was 
slightly expanded to allow analysis by UNCT AD 
of issues such as the implications of technological 
change on services. 

UNCTAD's Committee on Invisibles and Fi
nancing Related to Trade (CIFT) is instructed to 
review periodically developments in insurance, 
with particular reference to developing countries. 
As part of that mandate, the CIFT presented a 
report in 19 8 7 covering recent developments in 
Insurance in developing countries.2 The study 
found a relaxation of conditions for insurance 
firms to enter or operate in the markets of certain 
developing countries during the period reviewed. 
For example, Sri Lanka has decided to allow the 
number of new insurance companies operating in 
the private sector to increase. The report pointed 
out, however, that demand for insurance in de
veloping-country markets has been depressed by 
a variety of economic factors such as balance of 
payments and external debt problems and de
pressed export prices, which have negatively af
fected investments, lowered imports and living 
standards, and cut demand for insurance. 

1 UNCTAD's mandate on trade in services is contained 
in resolution 159 of UNCTAD VI, and TBD decision 
309 (XXX). Pursuant to these decisions, UNCTAD 
formally recognized the growing role of services world
wide, and directed the Secretariat to study services, in
cluding the role of the services sector in the development 
process. (Such work, it was recommended, should also 
include in-depth studies of the role of services in the 
development process.) Two of the major products the 
UNCT AD Secretariat has published based on this man
date are "Services and the Development Process," 
(TD/B'?C.3/1008/Rev. l)Aug. 2, 1984, and "Services 
and the Development Process: further studies pursuant 
to Conference Resolution 159 (VI) and Board decision 
309 (XXX)" (TD/B/1100), July 2, 1986. 
2 UNCTAD, "Insurance in developing countries: devel
opments in 1984-85," TD/B/C. 3/222 Supp. 1, Jan. 
16, 1987. 
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In November 1987, the Intergovernmental 
Group of Experts on Restrictive Business Prac
tices held their sixth annual session to consider 
implementation of technical assistance and advi
sory and training programs as called for in UN
CT AD's code on restrictive business practices.3 

The code was designed to control restrictive busi
ness practices (RBP's), including those of multi
national corporations, which adversely affect 
international trade and, in turn, the economic de
velopment of developing countries. 

The annual meeting of the Intergovernmen
tal Group of Experts (IGE) on RBP's produced 
what UNCT AD described as "positive and for
wardlooking results." The group requested the 
Secretariat to undertake a study of concentration 
of market power through mergers, takeovers, 
joint ventures and other acquisitions of control. 
The Secretariat was also asked to study the feasi
bility and desirability of conducting three addi
tional studies on RBP's. Future work by 
UNCTAD on RBP's, as directed by the IGE, will 
include updating the model law for controlling 
RBP's and continuing the compliation of a hand
book on RBP's. 

Part of UNCT AD's activities in the area of 
RBP's in 1987 was a Regional Seminar on Restric
tive Business Practices held in Bangkok in Sep
tember. The seminar was the second such 
regional gathering held since the inception of the 
code in 1980. At the seminar, official represen
tatives from 15 Asian countries were brought to
gether with experts from West Germany, Norway, 
Sweden, and Japan. The seminars are part of 
UNCT AD's technical assistance, and advisory 
and training programs on RBP's for developing 
countries. 

Discussions at the seminar focused on ef
forts, in the context of overall economic policies, 
to control RBP's legislatively, judicially, or admin
istratively, especially those adversely affecting in
ternational trade. Identifying those RBP's that 
adversely affect trade was also a subject of discus
sion. The meeting concluded that RBP controls 
need to be strengthened both nationally and in
ternationally. At the national level, legislation 
controlling RBP's, particularly practices such as 
collusive tendering, was called for. On the inter
national level, the meeting concluded that bilat
eral and multilateral cooperation was essential for 
controlling "cross-border" RB P's. 

Work on an international code of conduct on 
the transfer of technology has been on UN
CT AD's agenda since 1978. Such a code would 
most likely set international standards for the sale 
of technical information across national borders. 
A code on transfer of technology could affect in
ternational service transactions that rely heavily 

3 The formal title of the code is the UNCT AD Set of 
Multilaterally Agreed Equitable Principles and Rules for 
the Control of Restrictive Business Practices. 



on international transmission of information as a 
principle method of trading. A resolution in the 
United Nations General Assembly in 1986 called 
for conclusion of the negotiations in 1987 and 
raised the possibility of reconvening the U .N. 
Conference on an International Code of Conduct 
on the Transfer of Technology, preferably in 
1988. In November 1987, UNCTAD agreed on a 
resolution for submission to the U.N. General As
sembly regarding future work on the code of con
duct for transfer of technology. 

Trade Developments in Selected Service 
Industries 

Insurance services 

Trade.-In general, the U.S. Government 
does not maintain comprehensive databases on 
domestic and international insurance services. 
However, the U.S. Commerce Department does 
conduct an annual survey of the reinsurance in
dustry and follows developments in the life insur
ance industry. 1 

The U.S. insurance market is the largest in 
the world. Nearly half the global insurance sales 
are made in the United States, and because the 
majority of the firms operating in the United 
States are domestically owned, the U.S. industry 
ranks first in the number of original policies writ
ten. Despite this advantage, U.S. insurers con
tinue to rely on foreign firms to offer reinsurance 
on their largest policies and thus often pay out 
more in reinsurance premiums than they receive, 
placing the industry in a net deficit position in re
insurance trade. In the case of life insurance, 
international business represents a small portion 
of total U.S. firm revenues. In 1986, roughly 
$3.2 billion of life, healths, and annuity premiums 
were attributed to foreign transactions compared 
with $282.2 billion total premium receipts re
ceived by U.S. insurers in the same year. How
ever, despite the apparently small amount of 
direct business abroad, the average annual growth 
rate from 19 7 5-19 8 5 of 16 percent makes this 
international portion of receipts the fastest grow
ing for the industry.2 

In 1986, net exports of reinsurance 
amounted to $1.3 billion, showing no appreciable 
change from the 1985 level. Net imports were 
about $4.1 billion, representing a 30-percent in
crease over 1985 levels.3 The loss ratio for rein
surance exports (losses paid as a percentage of 
premiums received) was 89 percent in 1986, up 9 

1 Many international insurance transactions take the 
form of reinsurance or risk sharing; that is, the original 
insurer lays off part of its liability by reinsuring with an
other carrier thereby diversifying its risk portfolio. 
1 American Council of Life Insurance, 1986 Life Insur
ance Fact Book, 1986. 
3 Export and import data supplied by U.S. Department 
of Commerce, Bureau of Economic Analysis, from the 
international transactions accounts. 

percentage points from the loss ratio in 19 85. In 
the same period, the loss ratio for imported rein
surance services was 70 percent, down 13 per
centage points from 19 8 5. 4 

The combination of premium receipts and 
losses for reinsurance indicates a negative current · 
account balance for U.S. trade in reinsurance. 
Industry sources suggest that the negative flows 
are a result of several factors. First, for the past 
several years the reinsurance market has suffered 
from a capacity shortage relative to de
mand; (many firms will be unable or unwilling to 
offer reinsurance for certain high risk ventures) 
this shortage is expected to continue in the near 
future. Second, U.S. reinsurance providers are 
not expanding their share of the market as a re
sult of recent unfavorable court settlements. 
These settlements require increased payments for 
risks, such as pollution control, that were not 
foreseen when projects were underwritten. Fi
nally, the reinsurance industry is a high risk busi
ness in which profits and losses fluctuate widely 
from year to year. 

Trade-related activities in 1987.-Trade bar
riers continue to exist in the insurance industry. 
Among the most common are overly restrictive 
reserve requirements, denial of right of establish
ment, discriminatory licensing procedures and re
strictions on reinsurance opportunities. The 
United States has engaged in several bilateral ef
forts aimed at addressing foreign nontariff meas
ures that restrict market access for U.S. insurance 
providers. These efforts include the recently ne
gotiated U.S.-Canada FTA, which includes a 
chapter on services, a section 301 case involving 
Korea, and discussions with Taiwan under the 
auspices of the annual GSP review conducted by 
the USTR. In addition, insurance is under con
sideration for negotiation in the preliminary 
round of GA TT framework negotiations in serv
ices for the Uruguay Round.s 

The U.S. Commerce Department reported 
that although Korea has fulfilled many of its com
mitments made in August of 1986, it limits U.S. 
insurers to branch operations. Although Korea 
agreed to take steps to grant market access to 
U.S. insurance firms, the Korean Government 
denied a U.S. insurer's application for a joint
venture license with another Korean firm in 
August 1987. As a result, the United States re
quested negotiations and threatened to launch a 
new Section 301 investigation.6 Korea subse
quently agreed to allow joint ventures and will 
continue talks into 1988 to establish eligibility 
guidelines. 

'Estimated by the staff of the U.S. International Trade 
Commission. 
e Bilateral negotiation information supplied by the U.S. 
Department of Commerce, Office of Service Industries, 
September 1987, and the Industry Sector Advisory Com
mittee on Services. 
e For a discussion of actions taken pursuant to Section 
301, see ch. 5. 
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Bilateral discussions with Taiwan in July 
1987, under the new provisions oi:i market access 
established in the Trade and Tariff Act of 1984 
for the Generalized System of Preference Annual 
Review in 1986, resulted in an insurance agree
ment between the United States and Taiwan. 
Under the agreement, Taiwan admitted one prop
erty/casualty insurer, broade~ed the property/ 
casualty licenses of two U.S. firms already m the 
market, and licensed one U.S. life and one 
health insurer. Beginning in 19 8 7 and continuing 
through 19 8 8, Taiwan will license four a~ditional 
U.S. firms per year. Furthermore, U.S. firms are 
expected to receive full national treatment includ
ing the right to establish offices throughout Tai
wan instead of being limited only to Taipei. 
Taiwan is also expected to propose a specific 
timetable to permit subsidiaries and joint ventures 
for U.S. firms and to amend the land law to allow 
U.S. companies to hold real estate for specula
tion. 

Under the U.S.-Canadian FTA, service in
dustries such as insurance will be assured right of 
establishment, the right to cross-border sales, the 
ability to request disciplines on public mo.nopolies 
and a binding dispute settlement mechamsm. In
dustry analysts expect the new agreement to 
benefit the insurance industry. 

The insurance industry has for the most part 
recovered from the past global economic reces
sion. As the industry becomes more stable, the 
growing internationalization of insurance services 
will be a key factor contributing to future changes 
in the operation of U.S. insurance firms. How
ever, the most important issues affecting the in
dustry are in the domestic area. The banking 
industry has increased pressure on Congress to al
low banks to enter the insurance market through 
either direct underwriting and/or ownership of in
surance companies. Industry analysts predict that 
banks may soon be entering the insurance market 
in some capacity. Increased competition from 
new market entrants, an expanding global market 
and new issues such as designing AIDS insurance 
will affect the industry for the next two decades 
and encourage firms to seek new overseas mar
kets and innovative products that will ensure their 
profitability. 

Maritime transportation services 

Trade.-Maritime transportation services are 
classified in U.S. international transactions ac
counts under "other transportation." In 1986, 
the trade deficit in maritime transportation serv
ices rose to $2.2 billion, from $2.1 billion in 
1985. In 1984, the sector recorded a deficit of 
$1.4 billion. Exports of maritime transportation 
services as a proportion of total U.S. international 
transportation exports decreased from 52 percent 
in 1985 to 50 percent in 1986; for imports, the 
share rose from 4 7 percent in 19 8 5 to 4 9 percent 
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in 1986.1 The rise in the trade deficit was attrib
uted to decreased earnings of U .S.-flag carriers, 
along with a decline in the sh~re of U.S. foreign 
trade carried by U.S.-flag camers.2 

The U.S. maritime transportation services 
r;ontinued in 1987 to adjust to the effects of the 
Shipping Act of 1984.3 This legislation amended 
the Shipping Act of 1916 by reducing Gove~n
ment regulation of the industry and broadening 
antitrust immunity for cooperative actions by car
riers. The legislation overhauled the regulatory 
structure governing liner shipping into and out of 
the United States and helped pave the way for the 
realignment of the trans-Atlantic and trans-.Pa
cific ocean carrier conferences. U.S. earners 
have become more competitive as a result. How
ever the increased U.S. participation in the 
glob~l market contributed to a~ o~erton~aged in
ternational market and a dechne m freight rates 
during 1987.4 

Total U.S. exports of maritime transportation 
services, consisting of ocean freight, port expen
ditures, and charter hire amounted to $9 .4 billion 
in 1986, up from $8.8 billion in 1985, with port 
expenditures accounting for 65 percent of exports 
in 1986. Total U.S. imports of ocean freight, 
port expenditures, and charter hire rose to $11. 6 
billion in 1986, 7 percent over the level of such 
imports in 1985. Ocean-freight payments consti
tuted 80 percent of imports of maritime transpor
tation services in 1986.5 

Trade-related activities in 1987.-A signifi
cant recent development affecting the U.S. mari
time transportation services industry was the Food 
Security Act of 1985, which amended Public Law 
664, the Cargo Preference Act of 1954. P.L. 664 
requires that at least one-half of all Government
generated cargo subject to the law be tr~nsported 
on privately owned U .S.-flag commercial vessels 
when they are available at fair and reasonable 
rates. The Food Security Act increased the mini
mum from 50 percent to 60 percent in 1986, 70 
percent in 1987, and 75 percent in 1988, for agri
cultural cargoes under certain foreign assistance 
programs of the U.S. Department of Agriculture 
and the Agency for International Development. 6 

Restrictive measures impeding the U.S. mari
time industry's foreign-service operations con
tinue to exist. These measures include minimum 
rate structures, market access, cargo preference 
schemes, restrictions on the use of certain 

1 U.S. Department of Commerc~, Bureau of Economic 
Analysis, Survey of Current Business (Septemb~r) 1987. 
2u. S. Department of Commerce, U.S. Industrial Out
look 1988, Ch. 59. 
3 Public Law 98-237, enacted Mar. 20, 1984. 
4 U.S. Department of Commerce, U.S. lndustrial Out
look 1988, Ch. 59. 
& Ibid. 
e Food Security Act of 1985, Public Law 99-189 ( 46 
App. U.S.C. 1241(b)(l)), enacted Dec. 23, 1985. The 
Cargo Preference Act of 1954, Public Law 83-664 (46 
App. U.S.C. 1241 E-0). 



equipment, and discriminatory port fees. U.S. 
industry sources have alleged that certain foreign 
governments have hindered efforts by U.S. ship
pers to integrate warehousing and ocean shipping. 
Section 13 (b) 5 of the Shipping Act of 19 84 al
lows the Federal Maritime Commission (FMC) to 
take action against any foreign country that im
pedes U.S. access to ocean trade between foreign 
ports.1 The Act was amended in 1987 to cover 
intermodal transportation of cargo.2 

A recent development that may affect mari
time transportation services is the U .S.-Canada 
FTA. The FTA submitted for Congressional ap
proval included the following three maritime-re
lated provisions: export of Alaskan crude oil to 
Canada, elimination of the SO-percent penalty 
duty on nonemergency ship repairs done at 
U .S.-flag vessels in Canadian shipyards, and fu
ture negotiations on Government procurement.3 
The FT A provision that would allow the export of 
up to 50,000 barrels per day of Alaska North 
Slope crude oil to Canada4 has been opposed by 
domestic shippers who contend that this arrange
ment will harm independent tanker and shallow
draft liquid bulk carriers because of shorter hauls, 
thus diminishing the U .S.-flag tanker fleet and 
threatening the nation's energy independence 
and security. 

The Consultative Shipping Group (CSG), 
consisting of representatives of Belgium, Den
mark, Finland, France, West Germany, Greece, 
Italy, Japan, the Netherlands, Norway, Spain, 
Sweden, and the United Kingdom, met with the 
European Community (EC) and the United 
States in March and November 1987 to reaffirm 
their policies to safeguard and promote competi
tion in all sectors of ocean shipping. The partici
pants agreed to continue to resist protectionist 
measures employed by third countries and en
dorsed the measures adopted by the EC to pre
serve competitive access to EC shipping. The 
group agreed to consult on a number of practices, 
including barriers to landside-activities practices 
and those resulting in the introduction of non
economic tonnage into world markets that consti
tute impediments to fair trade in shipping. 
Additionally, the participants agreed to continue 
consultations aimed at maintaining competitive 
liner trade and supported the "Recommendation 

1 Such action may include (1) the suspension of any or 
all tariffs of the common carrier, or that common carri
er's right to use any or all tariffs of conferences of which 
it is a member, and (2) steps necessary to undertake 
civil penalties in the event the common carrier accepts or 
handles cargo for carriage under a tariff that has been 
suspended or after its right to utilize that tariff has been 
suspended. Statutory language concerning the nature of 
actions that may be taken is described in sec. 13(2) and 
13(b)l, 2, and 3 of the Shipping Act of 1984. 
2 46 CFR sec. 587 .1, p. 288. 
3 Washington Letter, Joint Maritime Congress, Nov. 9, 
1987. 
" Canada-United States Free Trade Agreement, Final 
Text, Dec. 9, 1987. 

on Common Principles of Shipping Policy" pre
pared by the OECD.s The United States is not a 
formal member of the CSG, but has participated 
in the CSG meetings. 

The United States also participates in the 
Maritime Transport Committee of the OECD. 
Two principal themes were pursued in 1987: (1) 
coordinating of developed-country positions 
within UNCTAD and development of a common 
statement of OECD members' shipping policy vis
a-vis nonmember developing countries and state 
trading countries, and (2) to reevaluating and re
stating intra-OECD shipping policy.a 

An UNCT AD agreement affecting the mari
time industry is the UNCTAD Liner Code. The 
Code is intended to improve the international 
liner conference system and to facilitate the ex
pansion of seaboard trade. Algeria ratified the 
UNCT AD Liner Code in 1986, while Kuwait ac
ceded to it the same year, and Belgium ratified 
the Code in 19 8 7. 7 The United States remains 
opposed to the UNCT AD Liner Code since cer
tain provisions encourage the continuation of 
"closed" conferences that would exclude U.S. 
participation. A number of countries adhering to 
the Code continued to seek the phasing out of 
open registries, the so-called "flag-of-conven
ience" or "free-flag shipping". The elimination 
of open registries would adversely affect 
shipowners, particularly in countries with high la
bor costs such as the United States, who register 
abroad to benefit from lower labor costs and po
litical and tax advantages.a According to the In
ternational Transport Workers' Federation, the 
radical cost reductions achieved by obtaining 
cheaper, unproven registries come at the expense 
of lowering safety and living standards. Two pro
posals to resolve the proliferation of international 
open registries are that of using a world flag, con
trolled by a nonpolitical body that could more ef
fectively supervise technical, legal, and safety 
standards; and that of using national registries op
erated by mariners of the same nationality. 

The United States and the Soviet Union held 
negotiations on a bilateral maritime agreement in 
January and October 1987. These discussions, a 
continuation of negotiations begun in 1985, dealt 
with cargo sharing, port access, and other bilat
eral issues. The joint statement that was issued 
following the December 7, 1987, United States
Soviet Union Summit talks noted a maritime 
agreement as one of the important bilateral issues 
facing the two countries. 

11 United States/CSG joint statement, Nov. S, 1987, 
p. 1. 
11 MARAD '87 The Annual Report of the Maritime Ad
ministration for Fiscal Year 1987 (draft, June 1987), 
U.S. Department of Transportation, Maritime Admini
stration. 
7 According to the United Nations, 74 countries were 
signatories to the UNCT AD Liner Code as of Dec. 31, 
1987. 
8 Washington Letter, Joint Maritime Congress, Sept. 14, 
1987. 
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The United States and Peru held negotiations 
that resulted in a May 1987 Memorandum of Un
derstanding in which Peru agreed to issue renew
able 2-year authorizations for foreign ocean 
carriers (third-flag carriers) to participate in 
U .S.-Peru trade. The agreement was Peru's re
sponse to a complaint filed with the Federal Mari
time Commission under section 19 of the 
Merchant Marine Act of 1920, which empowers 
the Commission to adjust or address unfavorable 
shipping conditions. The dispute began in 1986 
when Peru issued a decree reserving 100 percent 
of all cargoes in the trade for Peruvian carriers. 
Subsequent to a December 19 8 7 ruling by the 
FMC suspending Peruvian carriers' tariffs (thus 
prohibiting them from operating in the U .S.-Peru 
trade), Peru rescinded the Memorandum of Un
derstanding, activated earlier more generous ac
cess decrees, and has petitioned the FMC for 
reconsideration. 1 

The Federal Maritime Commission launched 
an investigation into Taiwan's maritime trading 
practices in April 19 8 7 under section 19 of the 
Merchant Marine Act of 1920, and in December 
1987 proposed sanctions against that country's 
carriers. The FMC is proposing to suspend the 
tariffs of Taiwan's carriers, which would result in 
banning Taiwan operations from the U.S. foreign 
trade. In support of this action, the FMC cited 
U .S.-flag carriers' difficulties in competing in the 
Far East trade, specifically in the areas of owner
ship and operation of dockside equipment and fa
cilities, and the operation of container terminals 
at Taiwan ports by U.S. companies.2 Third-flag 
carriers have indicated that, since they do not 
have extensive intermodal service in Taiwan, 
Taiwan's regulations do not affect them as much 
as they do U .S.-flag carriers.3 Discussions be
tween the United States and Taiwan in Taipei in 
late 1987 did not resolve the dispute. 

The United States and Korea held discus
sions in May and November 1987 in which the 
United States received commitments from Korea 
to improve conditions for U.S.-flag carriers. The 
bilateral talks concluded with an agreement on 
the right to establish full-service shipping agencies 
by mid-1988, the application of national treat
ment in the use of container terminals by January 
1988, and permission to form a shipowners' asso
ciation to represent the United States and other 
foreign shipowners in Korea.4 

The United States and Colombia held talks 
as a result of complaints from U.S. and third-flag 
carriers concerning Colombian cargo reservation 
practices. The practices were amended following 
internal discussions between the Colombian Gov
ernment and the State-owned carrier company. 

1 Washington letter, Joint Maritime Congress, 
Dec. 7, 1987. 
2 Washington letter, Joint Maritime Congress, 
Jan. 25, 1988. 
3 Washington letter, Joint Maritime Congress, 
Dec. 21, 1987. 
4 MARAD '87 (draft, June 1987), U.S. Department of 
Transportation, Maritime Administration. 
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Telecommunications services 

Trade.-ln 1986, the U.S. settlement pay
ments deficit rose to an all-time high of $1.2 bil
lion, which represents an increase of nearly $300 
million over that of the prior year.5 The increase 
in the deficit indicates a growing imbalance in the 
volume of outbound transmissions that use for
eign networks, thus requiring U.S. firms to pay 
foreign carriers for the service. Total U.S. reve
nues from international telecommunications serv
ices6 after payments to foreign carriers rose from 
$1 billion in 1975 to $2.9 billion in 1985. Esti
mated revenues were just under $3.0 billion for 
1986 and are expected to rise to $3.2 billion in 
19 8 7. 7 The growth in volume of international 
telecommunications services-telephone, tele
graph, and telex-far outstripped the growth in 
revenues during 1975-86. In 1975, approxi
mately 100 million messages were transmitted to 
and from the United States; by 1986, this number 
had risen to nearly 650 million. Revenues have 
not kept pace with volume for two reasons. First, 
rates declined more than 50 percent during 
1975-86. Second, the portion of charges that 
U.S. firms keep after settlement with foreign car
riers is declining.e In 1975, payments per call 
were split nearly evenly between U.S. and foreign 
carriers. However, over the succeeding decade, 
the settlement rates between the carriers did not 
fall as rapidly as the rates U.S. companies 
charged their subscribers. Consequently, by 
1986, U.S. companies' share of charges on out
going calls fell far below SO percent in most cases 
and, in some instances, was actually negative.9 

Trade related activities in 1987 .-The move 
toward deregulation of telecommunications serv
ices and increased competition in some markets 
continued in 1987 throughout much of the devel
oped world. Although each country's situation 
differs, common trends emerging in most deregu
latory plans include the promotion of competition 
in the markets for value-added network services 
(VANS) and terminal equipment, and the sepa
ration of the regulatory function from the opera
tion of the network. However, most countries 

e "(nternational Phone Service Trade Deficit Tops $1 
Billion," FCC Week, Jan. 4, 1988, pp. 8-10. 
11 Telecommunications services are classified under the 
Standard (ndustrial Classification as items 4811 and 
4821. 
7 U.S. Department of Commerce, U.S. Industrial Out
look 1988, ch. 33. 
8 All outbound international messages that are transmit
ted partially through a foreign network require payment 
from the originator to the foreign network for the use of 
its services. The rates of these payments are negotiated 
between U.S. and foreign carriers and are not necessarily 
linked to the rates at which the carriers bill their custom
ers for service. 
11 "Imbalance in International Telephone Traffic Widen
ing, FCC says", Communications Daily, Dec. l, 1987, 
p. ]. 



continue to restrict the provision of certain basic 
services, most commonly voice telephony and the 
network infrastructure, to the monopoly carrier.1 

The Canadian Department of Communica
tions announced a new telecommunications pol
icy in July 1987 that would deregulate enhanced 
services and allow all service providers to connect 
nationwide with the public switched network. 
These companies had been prevented from offer
ing their services nationally by the numerous 
autonomous regulatory authorities in Canada. 
The policy, similar to the one adopted in Japan a 
few years ago, would create two classes of carriers 
subject to national control. Type I carriers are 
companies that own and operate network facilities 
and provide basic telecommunications services. 
Type II carriers would not own the network, but 
would lease lines from Type I carriers and pro
vide services such as computerized information or 
mobile radio services. The Canadian Govern
ment will limit foreign ownership of Type I carri
ers to 20 percent, but will not restrict foreign 
interests in Type II carriers.2 In other develop
ments in Canada, the U.S. and Canadian Gov
ernments negotiated an accord on tele
communications services as part of the U.S.-Can
ada FTA. The pact requires that the two coun
tries maintain open access to their networks for 
enhanced services and prohibits cross- subsidiza
tion of deregulated services by monopoly carriers. 
Industry sources felt that although this agreement 
does little to change the current status of the U.S. 
and Canadian industries, it may become the pro
totype for other bilateral agreements in telecom
munications services.3 

Of all the countries in Western Europe, West 
Germany has been the most reluctant to relax 
regulation of the telecommunications industry. 
Consequently, it has come under increasing pres
sure from both the EC and the United States. 
However, at the conclusion of the Market Access 
Fact Finding (MAFF) talks in January 1988, 
German officials announced that legislation to re
structure their telecommunications administration 
would be introduced within 2 months.4 The key 
provisions of the legislation are that the telecom
munications service operations would be sepa
rated from the postal service, regulatory authority 
would be transferred from the telecommunica
tions administration to the Ministry of Communi
cations, and the markets for VANS and terminal 
equipment would be opened to all competitors. 
The telecommunications service administration 
would remain the monopoly provider of voice 

1 Telecommunications, "European Telecommunication
Fact or Fiction?", October 1987, p. 46. 
2 "Canadians Propose National Interconnection of En
hanced Services," Communications Daily, Aug. 17, 
1987, p. 3. 
3 "Telecom Industry Gets a Boost from Final U.S. - Can
ada Pact," FCC Week, Dec. 21, 1987, pp. 9-10. 
4 "U.S. and West Germany Wrap Up Market Access 
Talks", FCC Week, Feb. l, 1988, p. 9. 

telephony and the basic network.s MAFF discus
sions with Sweden in 1987 focused on proposed 
measures to liberalize the Swedish telecommuni
cations industry. The Swedish Telecommunica
tion Authority has announced plans to end its 
monopoly on PBX's and high-speed modems and 
to lift restrictions on third party traffic on leased 
lines, which are expected to facilitate the ability 
of U.S. firms to offer value-added services.a 

In East Asia, Japan is allowing increased for
eign participation in its telecommunications ser
vices industry and Korea has taken the first steps 
toward deregulating enhanced services. As a re
sult of a series of MAFF talks with Korea, legisla
tion was passed in July that legalized private 
corporate networks.7 After lengthy negotiations, 
the Japanese Government has granted licenses to 
both consortia that sought to compete with 
Kokusai Denshin Denwa (KDD) in the Japanese 
telecommunications services market. e One con
sortium, International Digital Communications, 
has three non-Japanese partners that own a total 
of 33 percent of the venture, the maximum al
lowed by Japanese law.9 Two U.S. firms entered 
the lucrative Japanese VANS market in 1987, 
and several others are planning to do so in the 
near future. 10 However, the potential of U.S. 
firms in this market may be limited by regulations 
recommended by the International Telecom
munications Union (ITU) and proposed by the 
Japanese Ministry of Posts and Telecommunica
tions. If adopted, these regulations would prohib
it the proprietary protocols U.S. firms have 
developed to make their operations more efficient 
and less cost! y. 11 

During 1987, several cooperative efforts were 
under way in Europe to reorganize and unify tele
communications industries. In June, the EC is
sued the "Green Paper on the Development of 
the Common Market for Telecommunications 
Services and Equipment" which outlines a re
structuring of European telecommunications pol
icy. The principal recommendations of the study 
included the opening of all but the basic services 
market to competition, the adoption of one set of 
equipment standards throughout the EC, the 
separation of regulation and network operation 
activities, and the establishment of a European 
Telecommunications Standard Institute to de-

5 "Deregulating Germany," Telecommunications, Octo
ber 1987, p. 126. 
8 Office of the United States Trade Representative For-
eign Trade Barriers, 1987, pp. 286-7. ' 
7 "U.S. Presses Korea to Open Telecom Market," FCC 
Week, Nov. 30, 1987, 
9 "Japan Grants Licenses, Private Cables Progress," FCC 
Week, Dec. 7, 1987, p. 6. 
9 :•Japan Mak~s .Ne1~ Offer t~ Soothe KDD Controversy 
with U.S., Britain, /nternat1onal Communications 
Week, Apr. 10, 1987, pp. 4-5. 
10 "Tymnet, GE Information Services Enter Japan's 
Value-Added Market," Communications Week, Dec. 28, 
1987, p. 6. 
11 "U.S. Telecom Groups Urge Administration to Fight 
New Japanese Regulator", Inside U.S. Trade Feb 12 
1988, I 
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velop common standards. 1 EC officials plan to 
liberalize most services by 1989 and the remain
der, except basic services, by 1992.2 Such a re
structuring of the telecommunications industries 
of EC countries' would present U.S. firms with 
new business opportunities unless new standards 
and regulations designed to slow entry into these 
markets are adopted. In addition to the EC pro
posals, the Conference of European Postal and 
Telecommunications Administrations (CEPT) has 
been planning and making recommendations for 
pan-European networks and standards. In Sep
tember, a Memorandum of Understanding on the 
implementation of a pan-European digital cellular 
system by 1991 was signed by 13 CEPT mem
bers.3 CEPT is also in the process of putting to
gether an international network that will provide 
packet switching and protocol conversion services 
as well as private and public switched transport 
services.4 However, CEPT's efforts to publish In
tegrated Services Digital Networks (ISON) stan
dards early in 1988 have run into difficulty. 
France and West Germany, the two largest net
work operators, are opposed to approving any 
ISON standard before the International Tele
phone and Telegraph Consultative Committee 
(CCITT) specifications are published in late 
1988.5 

Telecommunications services are expected to 
be included in the Uruguay Round of the GA IT 
negotiations. U.S. recommendations related to 
services in general include the adoption of non
discriminatory rules and standards, open proce
dures for regulation and certification of 
equipment, equal treatment for imported and do
mestic products, a transparent procedure for 
rulemaking, and provisions for dispute settle
ment. 8 

The ITU's World Administrative Radio Con
ference for Mobile Services (Mobile W ARC) met 
in October 1987, to revise the mobile communi
cations services frequency tables. U.S. objectives 
at this conference were to gain approval of 

1 "EC Offers Radical Changes in European Telecom 
Plan," Communications Week, June 15, 1987, pp. 1, 
77-8. 
2 "Sweeping Telecom Changes Advance in Europe," 
FCC Week, Dec. 7, 1987, pp. 4-5. 
3 "Pan-European Cellular Standards Lead the Way," 
Telecommunications, Nov. 1987, pp. 28-33. 
4 "Europeans Considering International Virtual Net
work," Communications Week, Mar. 9, 1987, p. S. 
11 "ISON Plan falters in Europe," Communications Week, 
Feb. 15, 1988, pp. l, 47. 
11 "U.S. Proposes Framework for GATT Services Agree
ment," Communications Daily, Nov. 6, 1987, p. 3. 
For a discussion of the U.S. services proposal, see the 
preceding section. 
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certain frequency allocations for a satellite naviga
tion service known as radio determination satel
lite service (ROSS) and a mobile satellite service 
(MSS) which would provide land, maritime, and 
aeronautical services. The allocation for ROSS 
was granted, although the Soviet Union and its 
allies were vigorously opposed to it. Several 
countries, in addition to the United States, have 
expressed interest in offering services of this kind. 
MSS met with resistance from a number of coun
tries and international organizations mainly be
cause of the overlapping of land, maritime, and 
aeronautical frequencies. As a result, the amount 
of bandwidth allocated to MSS was only half of 
that requested,7 Currently, several U.S. firms are 
in the process of forming a consortium to offer 
MSS in the U .$.-Canadian market in conjunction 
with Telesat Canada, but industry sources feel 
that the Mobile W ARC decision could signifi
cantly slow the growth of MSS in North Amer
ica.8 

Two ITU conferences will be held in 1988. 
The World Administrative Radio Conference on 
the Use of Geostationary Satellite Orbit (Space 
W ARC) will meet in August to determine a 
method of allotting orbital slots and new fre
quency bands for satellite communications among 
the countries of the world. Opposition to U.S. 
proposals is expected from developing countries 
that are concerned that the developed countries 
will get a disproportionate share of slots.9 In No
vember, the World Administrative Telegraph and 
Telephone Conference (WA TTC) will consider a 
new definition of telecommunications services 
and changes in the regulatory framework that are 
now being drafted by the ITU. Both the United 
States and the United Kingdom objected strongly 
to the final draft document that emerged from the 
WA TTC preparatory committees. 10 They feel 
that the draft proposals could bring many unregu
lated, value-added telecommunications services 
under ITU authority and regulation. Industry 
sources fear that if such a document were ap
proved at the WA TTC, it could slow the develop
ment of new telecommunications services. 11 

7 "WARC Gives U.S. Some Mobile Satellite Frequen
cies," FCC Week, Ocl. 26, 1987, pp. 1-3. 
8 "U.S. Stymied at Mobile WARC," Telecommunica
tions, December 198 7, pp. 8 and 12. 
11 "FCC Advisory Group Develops U.S. Stance For Satel
lite Conference," FCC Week, Nov. 16, 1987, pp. 7-8. 
10 "WATTC 88-Keeping the Luddites at Bay," Telecom
munications, January 1988, p. 1. 
11 "U.S. Committee Can't Reach Agreement on Pro
posed ITU Rules," International Communications Week, 
Feb. 27, 1987, p. 7. 
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CHAPfER 4 

DEVELOPMENTS IN MAJOR U.S. 
TRADING PARTNERS 

INTRODUCTION 

This chapter reviews the economic perform
ance of major U.S. trading partners, U.S. trade 
with those countries, and important bilateral trade 
issues in 1987. Specifically, U.S. relations with 
the European Community (EC), Canada, Japan, 
Mexico, Taiwan, the Republic of Korea (Korea), 
and Brazil are discussed. 

In 1987, the U.S. merchandise trade deficit 
was $158.2 billion, of which $130 billion (82 per
cent) was with the countries under review. The 
largest bilateral merchandise trade deficit in 1987 
was with Japan at $57 billion (36 percent of the 
total U.S. merchandise trade deficit), followed by 
that with the EC with $22.9 billion (14 percent). 
(West Germany accounted for $16 .1 billion of 
the U.S. deficit with the Community.) The U.S. 
merchandise trade deficit with the Asian newly 
industrialized countries (NIC's) covered in this 
report totaled $27 billion, or 17 percent of the 
total deficit. 

U.S.-EC trade relations began the year with 
the threat of a major trade war erupting over EC 
enlargement. Threats of retaliation and counter
retaliation were made before the dispute was fi
nally settled. The issue of EC subsidization of 
pasta was resolved in 1987, as part of the end of a 
long-term dispute that began over citrus products 
in the early 1970's. U.S. meat exports to the EC 
were affected by two Community directives in 
19 8 7. The oilseeds sector was the source of fur
ther U.S.-EC troubles. In response to the 
USTR's annual Report on Foreign Trade Barri
ers, the EC issued reports on U.S. trade practices 
that impede Community exports to the United 
States. 

The United States-Canada Free-Trade 
Agreement and the negotiations leading to it were 
the most important bilateral issues in 19 8 7. The 
agreement was concluded in October after intense 
last-minute negotiations and the threat of a col
lapse in the talks. The most significant U .S.-Ca
nadian bilateral trade disputes during 1987 were 
over Canada's imposition of countervailing duties 
on imports of U.S. corn, and allegations that Ca
nadian potash producers were dumping their 
products in the United States. 

The U.S.-Japanese bilateral agenda was 
again crowded with numerous trade disputes in
tensified by contentious negotiations and another 
record bilateral trade deficit. The United States 
reacted to continued Japanese intransigence with 
specific retaliatory measures rather than prolong
ing bilateral discussions. In the first action, the 
President announced sanctions in the form of 

higher tariffs on certain electronic products for 
Japan's failure to enforce some provisions of the 
19 8 6 semiconductor agreement. Later, legisla
tion was introduced banning Toshiba products af
ter that company violated export control 
regulations and sold sensitive equipment to the 
U.S.S.R. In another incident, the Japanese Gov
ernment blocked acceptance of a GA TT dispute 
settlement panel's decision, which found that a 
majority of Japan's agricultural quota categories 
under consideration were GATT-inconsistent. 
Despite the series of confrontations, the two 
countries managed to exercise restraint in their 
actions and continued to consult to resolve the 
disputes. 

Bilateral relations between the United States 
and Mexico improved significantly in 1986 with 
Mexico's accession to the GATT. The countries 
took another major step to improve commercial 
cooperation in concluding a broad framework 
agreement on principles and procedures of bilat
eral trade. Major bilateral issues included U.S. 
objections to the inadequacies of Mexican intel
lectual property rights protection, Government 
controls on foreign technology, and restrictive in
vestment policies. 

Taiwan is the fifth largest trading partner of 
the United States. In 1987, Taiwan had, after 
Japan, the second largest bilateral surplus with 
the United States. Major issues of concern to the 
United States during the year concerned tariffs, 
nontariff barriers, access to Taiwan's beer, wine, 
and tobacco market, and intermodal shipping. 

The United States intentionally did not press 
Korea on trade issues during that country's highly 
sensitized Presidential campaign. Trade frictions 
escalated rapidly, however, following the Decem
ber vote. Disputes revolved around currency re
valuation, beef, cigarettes, insurance, and 
advertising. 

Strained trade relations between the United 
States and Brazil continued in 1987. Frequent 
charges by U.S. producers about unfair export 
promotion practices led the United States to place 
restrictions on Brazil's shipments of steel and tex
tiles, and the imposition of antidumping and 
countervailing duties on other imports from Bra
zil. Brazil's informatics policies continued to be a 
major area of contention and a section 301 case 
against Brazil in the area of pharmaceuticals was 
instituted. 

THE EUROPEAN COMMUNITY 

The Economic Situation in 1987 
The EC's economy grew by just over 2 per

cent in 1987, confirming the fears that accelera
tion of growth, expected for 1987, would not 
materialize. In 1987, the EC registered a 2.4 per
cent average growth rate in real gross domestic 
product (GDP), down from 2.6 percent in 1986. 
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The variation in the rates of growth among mem
ber countries was substantial: West Germany and 
France experienced real GDP growth of 1.6 per
cent and 1.8 percent, respectively, whereas 
Spain, Portugal, Ireland, and the United King
dom all saw their economies expand by at least 3 
percent. 

Improvement in the employment picture was 
also not forthcoming. The average number of 
registered unemployed remained stable at 16.1 
million in 1987 for the EC-12. The unemploy
ment rate decreased slightly from that in 1986 to 
an estimated 11.6 percent in 1987. Some coun
tries experienced a decline in unemployment-the 
two newest members of the EC (Spain and Portu
gal), the Netherlands, Belgium, and in particular, 
the United Kingdom-but all other member states 
recorded rising unemployment. The rate of un
employment was 8.1 percent in West Germany, 
10.8 percent in France, 13.8 percent in Italy, and 
10.9 percent in the United Kingdom. 

More favorable trends were reflected in the 
moderate rate of inflation in 1987 that declined 
from 3. 7 percent in 19 8 6 to an estimated 3. 2 per
cent in 1987. For the first time since 1979, the 
EC recorded a lower rate of inflation than the 
United States. 

EC industrial production rose an estimated 2 
percent in 1987, the same increase as that in 
1986, but lagged behind that of the United States 
and Japan, which recorded growth rates of 3.5 
and 4.0 percent, respectively. Within the EC, fig
ures varied widely among the member countries. 
Rates ranged from a decrease of 3.5 percent in 
Denmark, to no change in Germany, and an in
crease of 3.1 percent in the United Kingdom. 
The largest increases were in Spain (5 percent) 
and Ireland (9. 5 percent). Industrial investment 
in the EC grew 8 percent in value and 5 percent 
in volume in 1987. 

EC trade was very nearly in balance in 1987. 
Exports matched imports, unlike 1986 when ex
ports outweighed imports by 2 percent. EC ex
ports to third countries fell 1 percent in 19 8 7, 
both in terms of value and in terms of volume, 
compared with those in 1986. Imports rose 1 
percent in value and 6 percent in volume in 1987. 
Exports to industrialized third countries rose 1 
percent in 1987, whereas exports to developing 
countries and to Organization of Petroleum Ex
porting Countries (OPEC) nations fell by 3 per
cent and 16 percent, respectively. Manufactured 
goods accounted for 81 percent of the EC's ex
ports. With respect to imports, two product sec
tors experienced notable increases. The volume 
of imports of consumer durables other than cars 
rose 20 percent and imports of semidurable con
sumer goods increased 24 percent in 1987. Over
all, imports of manufactured goods rose 8 
percent. Imports from industrialized countries, 
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developing countries, and Eastern bloc nations all 
increased by about the same rate as total imports. 
Spain and Portugal ey,.perienced the fastest growth 
in both imports and exports among EC member 
states. 

Intra-EC trade rose 6 percent both in terms 
of value and in terms of volume in 1987 because 
of the stimulation of enlargement of the EC to 
include Spain and Portugal in 1986. Trade in 
manufactures, which accounts for about 76 per
cent of intra-EC trade, increased 8 percent. In
tra-EC trade represented 59 percent of the 
member nations combined-intra-EC and third
country trade. 

West Germany, with a record trade surplus 
of $70 billion for 1987, remained the world's 
largest exporter in 1987, after displacing the 
United States in 1986. 

Merchandise Trade With the 
United States 

The EC remained the United States' largest 
trading partner, accounting for over one-fifth of 
total U.S. trade. Table 4-1 shows that the value 
of two-way trade between the United States and 
the EC rose nearly 9 percent in 1987 to $137.4 
billion from $125.7 billion in 1986. However, the 
EC market increased its share of U.S. merchan
dise exports from 23.2 percent in 1986 to 23.5 
percent in 1987. U.S. merchandise imports from 
the EC represented 19.9 percent of total U.S. 
merchandise imports from the world in 1987, 
down from 20.5 percent in 1986. 

Table 4-1 shows that the United States re
corded a merchandise trade deficit with the EC of 
$22.9 billion in 1987, down 9 percent from the 
$25.2 billion in 1986. The U.S. trade deficit was 
$16.1 billion with West Germany, $5.5 billion 
with Italy, $3.8 billion with the United Kingdom, 
and $3.0 billion with France. The U.S. trade 
deficit with West Germany, which is the third 
largest U.S. trading partner after Canada and Ja
pan, accounted for 10 percent of the total U.S. 
trade deficit. The United States also recorded 
trade deficits with Denmark ($946 million), Por
tugal ($91 million), and Greece ($91 million). 
The United States posted trade surpluses with the 
remaining member nations of the EC: the Neth
erlands ($3.9 billion), Belgium/Luxembourg 
($1.8 billion), Ireland ($0.7 billion), and Spain 
($0.3 billion). The EC's share of the total U.S. 
trade deficit decreased slightly between 1986 and 
1987, from 16.6 percent to 14.5 percent. With 
the depreciation of the dollar, U.S. exports to the 
EC climbed 13.9 percent in 1987 to $57.2 billion, 
after increasing 7.6 percent in 1986 and declin
ing 3.1 percent in 1985. U.S. imports of EC 
products rose by only 6.2 percent to $80.1 billion 
in 1987, after rising 11.7 percent in 1986 and 
13.1 percent in 1985. 



Table 4-1 
U.S. merchandise trade with the European Community, by SITC' Noa. (Revision 2), 1985-87 

(In thousands of dollars) 

SITC 
sect/on 
No. Description 

O Food and live animals ..•.•......•...............•.. 
1 Beverages and tobacco •...•......••..............• 
2 Crude materials, Inedible, except fuel ••.•............ 
3 Mlneral fuels, lubrlcants, etc. . .•..•...•.•........... 
4 Olis and fats, anlmal and vegetable ...•...•.......... 
5 Chemlcals ...................................... . 
6 Manufactured goods classified by chief material .....•.. 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ••.......•........ 
9 Commodities and transactions not elsewhere 

classified ...........••.•..•.......•.............. 

1985 

3,076,462 
1,072,924 
4,841,220 
2,881, 765 

194, 149 
5,892,698 
2,556,290 

20,489,939 
4,497,260 

1,210,038 

Total . • . . • . . . . . . . . . . . . . . . . . • . . . . . . . . . . . • . • . . . . . 46,712,746 
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Food and llve animals ............................. . 
Beverages and tobacco ........................... . 
Crude materials, Inedible, except fuel ..........•..... 
Mineral fuels, lubricants, etc. . ..•................... 
Olis and fats, animal and vegetable ....•............. 
Chemicals .....................••................. 
Manufactured goods classified by chief material ....... . 
Machinery and transportation equipment ............. . 
Miscellaneous manufactured articles .......•.......... 
Commodities and transactions not elsewhere 

classified ..•..................•.................. 

2, 111,843 
2,318,769 

789,276 
5,546,363 

80,973 
6,082,099 

10,844,979 
27.161,825 
10, 129,669 

2,486,986 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 67,552,783 

' Standard International Trade Classification. 
2 Domestic exports, f.a.s. 
3 Imports for consumption, customs value. 

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

Source: Complied from offlclal statistics of the U.S. Department of Commerce. 

1986 

U.S. exports2 

3,268,238 
1, 185,213 
5, 118,412 
2,508,647 

155,591 
6,296,221 
2,937,504 

22,330,594 
5,082,848 

1,368,566 

50,251,834 

U.S. lmports3 

2,321.199 
2,411, 733 

835,545 
3,713,484 

96,245 
6,264,746 

11,260,762 
33,608,469 
11,616,448 

3,345, 706 

75,474,337 

1987 

3,403,885 
1,298,535 
5,716, 127 
1,993, 143 

146,922 
7.138,406 
3,505,249 

26,318,695 
5,828,208 

1,880,906 

57,230,077 

2,260,214 
2,441,917 

964,663 
4,020,395 

127,243 
6,974,746 

11,852,332 
36,441,078 
11,835,634 

3,226, 127 

80, 144,348 

Appendix table B-5 shows that the leading 
U.S. expons to the EC in 1987 consisted of office 
machinery and pans ($4.2 billion), computers 
($3.0 billion), aircraft ($2. 7 billion), aircraft 
pans ($2.1 billion), soybeans ($2.0 billion), en
gine pans ($1. 8 billion), and coal ($1. 5 billion). 
These products accounted for about 30 percent of 
total U.S. expons to the EC. With the exception 
of coal, U.S. exports of these products increased 
in 1987 compared with those in 1986. U.S. ex
pons of office machinery and parts rose 20 per
cent; computers, 18 percent; aircraft, 27 percent; 
and aircraft pans, 13 percent. 

Major Policy Developments 
Affecting Trade 

Table B-6 shows that the leading U .s. im
pons from the EC in 1987 were motor vehicles 
($11.3 billion), crude peuoleum ($2.2 billion), 
motor-vehicle parts ($1. 7 billion), airplanes and 
airplane pans ($1.S billion), and motor fuel ($1.0 
billion). These products accounted for about 25 
percent of total U.S. imports from the EC. Im
ports of all of these products rose in 1987 com
pared with those in 1986, with the most notable 
increases occurring in motor vehicles ( 13 per
cent) and motor-vehicle parts (24 percent). 

Agriculture 

Efforts to curb the rising cost of the Common 
Agricultural Policy (CAP) and end surplus pro
duction of food led to serious efforts to reform 
the CAP in 1987. For the second year in a row, 
EC agricultural ministers adopted a farm price 
package for the 1987-88 marketing year that 
freezes or cuts most support prices. In addition, 
the Commission unveiled a new CAP reform plan 
in July 1987 to adapt the farm sector to the new 
economic situation and further limit EC farm 
spending. 

Each spring, the EC Commission proposes 
common farm support prices for products cov
ered by the CAP to the EC's Council of Ministers 
for a decision. After fierce debate, agricultural 
ministers approved the 1987-88 farm price pack
age on July 1, 3 months after the official dead
line. The original Commission package presented 
in February called for freezing or reducing sup
port prices, a tax on fats and oils, and adjust-
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ments to the system of Monetary Compensatory 
Amounts (MCA's) as well as the dismantling of 
certain existing MCA's. 1 Opposition was particu
larly strong to the fats and oils tax and to the dis
mantling of positive MCA's that would hurt farm 
incomes in those countries having a strong cur
rency. The final agreed-upon package, although 
not as restrictive as the one proposed by the EC 
Commission, will result in an estimated average 
decline in support prices of 0.2 percent (as ex
pressed in European Currency Units (ECU's)) for 
the Community of Ten. Slight increases in farm 
prices will be seen by both Spain (1.4 percent) 
and Portugal (0.3 percent). The agreed-upon 
proposals froze the prices of major farm products 
(all grains, dairy products, sunflower seed, olive 
oil, sugar, cotton, rice, beef, pork, and sheep). 
Prices declined for rapeseed and soybeans (3.0 
percent), table wine (2.0 percent), peas and 
beans (10.0 percent). and fruits and vegetables 
(Oto 5.0 percent). The package also tightens re
quirements for selling farm goods to public agen
cies. Agricultural ministers deferred action on 
the controversial oils and fats tax2 and reached 
agreement on complete dismantlement, in three 
stages, of existing positive MCA's and on substan
tial dismantlement of applied negative compensa
tory amounts.3 

As part of the continuing process to reform 
the CAP, several other measures were adopted or 
proposed in 1987. Among the measures adopted 
by agricultural ministers in March was a voluntary 
scheme of special aids to compensate farmers 
who agree to lower output of cereals, wine, or 
beef by 20 percent in 5 years without any parallel 
increase in production capacity in other sectors. 
In April, the EC Commission presented the agri
cultural ministers with proposals relating to the 
support of agricultural incomes. The plan calls 
for direct income aid to farmers, to be financed 
by a combination of EC and national funds, and 
provides incentives for farmers to leave the land, 
including early retirement incentives. 

In September, the Commission presented a 
"stabilizers" plan to control agricultural output 
and the cost of supporting it. The package calls 
for various mechanisms to limit automatically the 
EC's expenditures in each commodity sector. 
These measures include production quotas and 
taxes, cutbacks in support when production ceil
ings are exceeded, and stricter rules for selling 
surpluses to public agencies. Although these 
mechanisms have been applied before, it is hoped 
that the current package will strengthen and ex-

1 MCA's are border levies or refunds applied to offset 
the impact of fluctuations in national currencies on prices 
paid to farmers. For example, a country with a strong 
currency, such as West Germany, has positive MCA's, 
which act as subsidies on exports and taxes on imports 
of farm produce. 
2 For a detailed discussion of the proposal for a tax on 
fats and oils, see below. 
3 See "European Community Continues to Reduce Farm 
Support," European Community News, July 13, 1987. 
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pand their use, and allow for stricter and more 
immediate enforcement. 

At the EC's semiannual summit in necem
ber, EC ministers failed to approve a package of 
financial reforms, including proposals to reform 
the CAP by limiting agricultural expenditures. 
An emergency summit meeting was scheduled for 
February 1988 to resolve the EC's budget prob
lems.4 

Steel 

The EC's steel industry enjoyed a mild re
covery in 19 8 7. Average plant utilization was 
over 70 percent and some mills operated close to 
80 percent of capacity. According to preliminary 
statistics issued by the International Iron and 
Steel Institute, the EC's output of crude steel rose 
0.5 percent in 1987 compared with that in 1986, 
contributing slightly to the 2. 7-percent increase in 
production recorded worldwide. 

The EC's battle to reduce excess capacity in 
the steel industry continued throughout 1987. 
Since 1980, the EC's steelmakers have operated 
under a production quota system established in 
the Davignon Plan. The quota arrangements cov
ered about 60 percent of the EC's 130 million ton 
annual production in 19 8 7 and were scheduled to 
expire at the end of December. With the auto
matic expiration of the production controls draw
ing near, the EC Commission and Euro fer, the 
steel industry's lobby group, debated the indus
try's future. The EC Commission strove to liber
alize the steel market by dismantling the 
production quotas, whereas Eurofer fought to 
maintain the quota regime for another 3 years. 

During the spring, Eurofer pledged to reduce 
production capacity by about 15 million tons if 
the EC Commission would maintain the quota 
system until 1990. In May, however, Eurofer 
abandoned efforts to reduce capacity voluntarily 
because steelmakers could not agree among 
themselves on voluntary plant closures. The EC 
Commission responded by presenting a 3 year re
structuring plan that would cut capacity by 30 mil
lion tons and reduce the workforce by an 
estimated 80,000 by 1990. EC industry ministers 
delayed voting on the proposal in September and 
instead appointed a panel of three "wise men" to 
provide advice by mid-November. The panel's 
report urged an end to the output controls, alleg
ing that the industry had failed to produce 
enoughpromises of plant closures to justify con
tinuing quotas. On December 22, EC industry 

4 The EC Council approved a budget reform package on 
Feb. 13, 1988, that fixes an overall budget ceiling; limits 
the increase in agricultural spending to no more than 74 
percent of the EC's gross national product growth rate; 
sets up automatic price cuts when production of grains, 
oilseeds and other products exceeds specified ceilings; 
establishes a land set-aside program and early-retirement 
incentives; and doubles structural funds (economic devel
opment assistance) by 1993. 
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ministers finally reached agreement on a version 
of the EC Commission's plan. Quotas on mer
chant bar, wire rod, and fencing wire were termi
nated on January 1, 1988. Quotas on the 
remaining categories-hot coils, heavy sheet, and 
heavy sections-were extended until June 30, 
1988. These quotas could be extended until the 
end of 1990 if the steel industry submits firm 
commitments on plant closures no later than June 
10, 1988. The industry must guarantee cuts of 
about 75 percent of the surplus capacity in heavy 
sheet and heavy sections, and make firm commit
ments to eliminate 7. 5 million tons of the 11.1 
million tons of excess capacity in hot-rolled coil. 
In the meantime, all existing production quotas 
will be raised by 2 percent on April 1, 19 8 8. 

Internal Market 

The year 1987 marked the 30th anniversary 
of the EC and its founding charter, the Treaty of 
Rome. On July 1, the first major reform of the 
Rome treaty-the Single European Act-entered 
into force. This act was designed to streamline 
the EC's decisionmaking process and to create an 
economic area without internal frontiers. In July, 
the act replaced the unanimity rule in many in
stances with majority voting to remove national 
barriers to trade as well as other areas not previ
ously covered in the Rome Treaty, such as re
search and development programs. It is hoped 
that these new voting rules will aid the EC in re
moving all nontariff measures including physical, 
technical, and fiscal barriers, in order to complete 
the internal market by December 31, 1992. 

Over 300 specific proposals for eliminating 
barriers, each with a timetable, were presented in 
a Commission white paper in 1985. Although a 
backlog in the decisionmaking process continued 
to develop in 19 8 7, progress in several important 
areas emerged. On January 1, 1988, a single cus
toms document was introciuced to be used for all 
import, export, and EC transit declarations. This 
form, the Single Administrative Document, was 
designed to simplify and harmonize border con
trols among the EC member countries. Har
monization of value added-tax (VAT) and excise 
tax rates also progressed. 

Currently, within the EC VAT rates range 
from 0 to 33 percent, with most countries apply
ing at least three different rates. The EC Com
mission proposed establishing two ranges for 
VAT: a reduced rate ranging between 4 and 9 
percent for food and other basics, and a standard 
rate ranging between 14 and 20 percent on other 
goods. Excise taxes on alcohol, tobacco prod
ucts, and mineral oils would be uniform through
out the EC. Some member states remain 
reluctant to endorse the proposal because of 
strong financial implications and the loss of na
tional sovereignty over tax matters. The EC 
Commission also proposed to remove the remain
ing restrictions on capital movements among the 

12-member countries. In 1985 and 1986, me
dium to long-term transactions tied to trade and 
investment were addressed. The 1987 proposal 
would remove the restrictions on short-term capi
tal flows, such as the opening of foreign bank ac
counts. The proposal incorporates a transitional 
period for some countries and establishes a safe
guard clause allowing countries to temporarily re
introduce protective measures if the free 
movement threatens their own monetary and ex
change rate policies. Other progress was made on 
a variety of issues ranging from the setting of per
missible noise levels for tower cranes, to the clas
sification, labeling, and packaging of dangerous 
preparations. 

The six-member countries of the European 
Free Trade Association (EFTA)-Norway, Swe
den, Finland, Iceland, Switzerland, and Austria
have focused considerable attention on the 
completion of the EC's internal market in order 
to ensure that their trade interests are not harmed 
in the process.1 These nations favor closer coop
eration with the EC to prevent any loss of access 
to the EC market by their members. Austria and 
Norway hav~ shown some interest in applying for 
membership in the EC; however, most EFTA na
tions prefer to remain independent. 

Research and Development 

EC research is organized by a Community 
Research and Development Framework program. 
The EC launched a number of initiatives in 1984 
and 1985 under the first multiannual plan to pro
mote cooperative research and development 
(R&D) aimed at improving Europe's international 
competitiveness. Such programs include the 
European Strategic Programme for R&D in Infor
mation Technology (ESPRIT), R&D in Advanced 
Communication Technology for Europe (RACE), 
and Basic Research in Industrial Technology for 
Europe (BRITE). ESPRIT, whose mission is to 
provide European industry with a technological 
base enabling it to compete effectively with the 
United States and Japan, is the largest project in 
the program. All programs under the initiative 
are open to non-EC nations in Western Europe. 
EC contributions are matched by funds from in
dustry ar research contractors. 

With the adoption of the Single European 
Act in 1987, R&D became an area of formal 
competence for the EC. The act provides a two
stage approach: the adoption by unanimity of 
multiyear framework programs and decision by 
qualified majority on specific programs. The sec
ond multiyear plan (1987-91), adopted on Sep
tember 28, 1987, is the first application of the 
R&D provisions of the Single Act. EC research 
ministers agreed on eight priority areas for this 
multiyear plan: (1) quality of life, including 
health and the environment; (2) information 

1 EFT A is an industrial free-trade area that enjoys duty
free access to the EC market for industrial goods. 
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technologies (ESPRIT) and telecommunications 
(RACE); (3) new technologies in industry 
(BRITE); ( 4) energy; (5) biotechnology; (6) de
velopment aid (application of science and tech
nology to the problems of the Third World); (7) 
marine resources; and (8) "A Europe for Re
search Workers" (training and exchanges among 
scientists and researchers). However, disagree
ment over the size of the budget for the R&D pro
gram delayed the implementation of new projects 
and hurt progress in existing programs. A com
promise of 6,480 million ECU's was struck in July 
and formally adopted in September, after the 
United Kingdom agreed that the budget was not 
too large.1 

. Another important European R&D program 
1s EUREKA (European Research Cooperation 
Agency), which supplements the EC's framework 
research program. This program focuses on the 
rapid development of goods with high market po
tential compared with the EC's R&D framework 
program that concentrates on long-term research 
with less emphasis on immediate commercial ex
ploitation. Like the framework initiative, it is fi
nanced by a combination of public and private 
sector funds and invites all Western European 
countries to participate. The new R&D projects 
approved at the EUREKA Ministerial conference 
in September were 58, bringing the total number 
of approved projects under EUREKA to 167. 
These projects must produce marketable products 
within a time limit of 4 to 5 years; the projects 
reflect a move into the robotics sector and 
biotechnology and away from computer technol
ogy and telecommunications. 

Amendment of the Antidumping Regulation 

On June 22, the EC Council adopted a regu
lation modifying the EC's antidumping regulation 
of July 23, 1984, to prevent circumvention of an
tidumping duties. The new rules were designed to 

~enalize foreign. firms that avoid antidumping du
ties by assembling products in so-called screw
driver plants in the EC, using low-priced imported 
parts. The new regulation states that antidumping 
duties may be levied on products sold on the EC 
market after having been assembled or produced 
in. the EC provided that (1) the company assem
bhng or manufacturing the goods in the EC is re
lated to, or associated with, one of the 
manufacturers whose exports of similar goods are 
already subject to a definitive antidumping duty; 
(2) assembly or production operations in the EC 
opened or substantially increased after the initia
tion of antidumping proceedings; and (3) the 
value of the parts or materials used in the screw
~river factory that originate in the country export
ing the product subject to an antidumping duty 
exceeds by at least 50 percent the value of all 

1 The 1987 annual average exchange rate of the ECU in 
U.S. dollars was 1 ECU = $1.145876. 
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other parts or materials used. In order to meet 
the latter condition, imported components must 
account for at least 60 percent of the total value 
of the finished product. 

In September, the EC Commission launched 
its first investigations using the new trade law. 
Antidumping cases were initiated against six Japa
nese companies producing electronic typewriters 
and electronic weighing scales. Should the Com
mission determine that the criteria establishing 
circumvention of duties have been met, these du
ties could be applied to the Japanese component 
parts as well as to the assembled product. At the 
time of the adoption of the new trade regulation, 
the Japanese threatened to take retaliation, either 
by withdrawing investment from the EC or by in
troducing antidumping measures for the purpose 
of applying duties on EC products. 

United States-EC Bilateral Trade Issues 

Overview 

U .S.-EC trade relations began on an omi
nous note in 1987 with the threat of a major trade 
war ei:upting over EC enlargement.2 A temporary 
truce m July 1986 led to a permanent solution at 
the end of January 1987, but only after threats of 
retaliation and counterretaliation were made. 
Other agricultural trade disputes followed the en
largement-related farm trade conflict in 1987, re
flecting once again the dominance of agricultural 
issues on the bilateral trade agenda. The dispute 
over EC subsidization of pasta was resolved in 
August 1987, as part of the end of a long-term 
dispute that began in the early 1970's over citrus 
products. U.S. meat exports to the EC were af
fecte? by two Community directives in 1987, one 
banning the sale of meat treated with growth hor
mones and a second establishing new health and 
safety standards for third-country slaughterhouses 
and packing plants exporting meat to the EC. 
The oilseeds sector was the source of further 
U .S.-EC troubles. U.S. soybean producers care
fully monitored the progress of an EC proposal to 
tax oils and fats that could have affected EC im
ports of U.S. soybeans, and later filed a com
plaint under section 30 l charging unfair 
subsid.ization of the EC's production and process
ing of oilseeds. Late in the year, the United 
State~ filed a complaint with the GA TT over a 
new EC program to aid rice production, claiming 
that the EC was breaching the "standstill" agree
ment negotiated in the Uruguay Round. 

Nonagricultural issues were not immune from 
~.S.-EC conflicts in 1987. For the second year 
in a row, U.S. and Community officials con
ducted a series of meetings to discuss subsidies to 

2 Enlargement of the ~C to includ~ Spain and Portugal 
on Jan. 1, J 986, dommated the b1lateral trade agenda in 
1986. See Operation of the Trade Agreements Program 
38th Report, 1986, USITC Publication 1995, July 1987, 
p. 4-8. 



Airbus Industries. Access to European telecom
munications markets also remained the subject of 
ongoing talks. In 1987, the EC issued both its 
19 8 7 and 19 8 8 reports on U.S. trade practices 
that impede EC exports in response to the Report 
on Foreign Trade Barriers issued each year by the 
USTR. 1 Over 30 U.S. trade barriers were cited, 
including import surveillance of machine tools, 
the U .S.-Japan semiconductor agreement,2 and 
section 337 of the Tariff Act of 1930. The GATT 
set up a dispute settlement panel in October in 
response to the EC complaint that section 337 
discriminates against foreign companies. 

Agriculture 

Enlargement-related farm trade dispute 

The effect on U.S. agricultural trade of en
largement of the Community in 1986 created seri
ous tensions in U .S.-EC bilateral relations 
throughout 1986 and in early 1987,3 Although 
several U.S. concerns related to enlargement 
were addressed in 1986, the dispute over lost 
U.S. feedgrain sales remained unresolved. The 
dispute at yearend 1986 centered on the adoption 
by Spain upon its accession to the EC of the EC's 
system of variable import levies that significantly 
raised Spanish tariffs on corn and sorghum. U.S. 
officials estimated that the higher Spanish duties 
would cost the United States 400 million dollars' 
worth of corn and sorghum exports to Spain in 
1986 and succeeding years. The administration 
demanded compensation and imposed a Decem
ber 31, 1986, deadline for negotiating a perma
nent compensation agreement. However, 
agreement could not be reached on a number of 
issues, particularly over whether increased U.S. 
sales of manufactured products to Spain would be 
sufficient to compensate for lost sales in the agri
cultural sector, as the EC contended. As a result, 
the administration announced its intention of im
posing 200-percent duties on January 30 on a 
range of EC exports also worth about $400 mil
lion annually. The products that would have 
been subjected to the new duties included certain 
cheeses, white wine, brandy, gin, canned ham, 
endive, carrots, and olives. Because France was 
the chief EC opponent of satisfactory compensa
tion, these measures were principally directed at 
French exports. EC officials responded that they 
were prepared to take counterretaliatory meas
ures against imports of U.S. corn gluten feed and 
rice if the United States carried out the threat
ened restrictions. 

1 USTR, 1987 National Trade Estimate Report on For
eign Trade Barriers. 
2 For a discussion of EC concerns, see Operation of the 
Trade Agreements Program, 38th Report, 1986, p. 4-6. 
3 For a discussion of bilateral trade issues prior to 1987 
resulting from enlargement, sec Operation of the Trade 
Agreements Program, 38th Report, 1986, p. 4-8, and 
Operation of the Trade Agreements Program, 37th Re
port, 1985, pp. 22- 27. 
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On January 29, U.S. and EC officials ap
proved a multifaceted compensation settlement. 
The accord was retroactive to January 1 and cov
ers the years 1987-90. Under the agreement, the 
EC is to ensure that Spain imports 2 million met
ric tons of corn and 300,000 metric tons of sor
ghum from non-EC suppliers over each of the 
next 4 years. These purchases will be made by 
means of either reduced-levy quotas or direct 
purchases in world markets under the authority of 
the EC Commission. Alternatively, the quota can 
be filled by substitute products such as corn glu
ten feed, citrus peels and pellets, and brewing 
residues. Although all potential external suppliers 
will benefit from the agreement, the United States 
is expected to maintain its traditional share of the 
Spanish feedgrains market.4 

The agreement also withdrew the require
ment in the enlargement treaty that Portugal pur
chase at least 15 percent of its grains from the 
EC. In addition, the EC agreed to provide fur
ther compensation in the form of lower tariffs on 
over 20 industrial and agricultural products in
cluding dried onions, avocados, certain fruit 
juices, plywood, some chemicals, aluminum 
sheets and silicon wafers. Finally, the EC agreed 
to extend to Spain and Portugal its current zero 
tariff rate on soybean products and corn gluten 
feed. 

These negotiations took place under article 
XXIV:6 of the GATT, which covers the obliga
tions of an enlarged customs union to its trading 
partners. EC officials also conducted article 
XXIV:6 negotiations with Japan, Argentina, and 
Canada in 19 8 7. Whereas Argentina and Canada 
were anxious to negotiate compensation for lost 
grain and fishery sales, respectively, EC officials 
asked Japan for a reverse compensation package 
in return for large increases in Japan's industrial 
exports to Spain and Portugal following enlarge
ment. 

Hormones 

The EC's pending implementation of a ban 
on the sale of meat from animals treated with 
growth hormones caused serious concern in the 
United States throughout 1987. The United 
States, whose livestock farmers rely heavily on 
hormone growth promoters, had threatened to re
taliate against EC products had the ban been im
plemented as planned on January 1, 1988. 

4 Although a bumper grain harvest in Spain in 1987 led 
to Spanish difficulties in fulfilling its obligation under the 
enlargement treaty to purchase 2. 3 million metric tons of 
corn and sorghum annually from the United States, early 
in 1988 the EC agreed to buy the remaining volume of 
U.S. corn and sorghum it promised to purchase by the 
February 29 deadline. The United States rejected an EC 
request to fulfill its obligation by purchasing only corn 
rather than a combination of corn and sorghum. How
ever, the United States agreed to extend the deadline for 
delivery of the imports until June. EC officials have 
stated they will continue to fulfill the terms of the 4-year 
enlargement agreement despite this delay. 
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The U.S.-EC hormone conflict grew out of a 
December 1985 EC Directive that would have 
prohibited the use of artificial and natural hor
mones in EC meat production (except for limited 
therapeutic purposes) as well as the marketing of 
any hormone-treated meats after January 1, 
1988. Strong consumer pressure behind the pas
sage of the Directive was motivated by health 
concerns, including allegations that hormone resi
dues can be carcinogenic. However, four of the 
five types of hormones banned for fattening ani
mals under the Directive are approved and rou
tinely used in the United States. Apart from 
small shipments of high-grade beef (about 
6-10,000 tons annually) that do not contain hor
mones or additives, most U.S. exports of meat to 
the EC come from animals that have been treated 
with growth hormones. At stake in the contro
versy is an estimated 100 million dollars' worth of 
annual U.S. shipments of red meat and offals to 
the EC. U.S. meat producers are particularly 
concerned that U.S. exports of such products as 
kidneys and liver will be severely reduced. These 
products comprise a large share of U.S. exports 
to the EC and have virtually no other markets. 

The U.S. administration argues that scientific 
evidence indicates that growth hormones do not 
pose a health hazard and, therefore, claims that 
the hormone ban represents an unfair trade prac
tice. Findings of the EC's own Scientific Working 
Group on Anabolic Agents in Animal Production, 
as well as industry studies, the U.S. Food and 
Drug Administration, and the joint United Na
tions Food and Agriculture Organization/World 
Health Organization Codex Alimentarius Com
mittee on Residues of Veterinary Drugs in Food, 
failed to establish a scientific basis for the ban. 
The EC has countered that the ban was intended 
as a consumer protection measure rather than a 
disguised trade barrier and is not discriminatory 
since the same treatment applies to both domesti
cally produced meat and imported meat. 

In January 1987, the U.S. Government re
quested bilateral talks with the EC under the 
Agreement on Technical Barriers to Trade (the 
Standards Code), claiming that the EC's new cer
tification rules for meat create an "unnecessary" 
obstacle to international trade. After numerous 
bilateral consultations failed to resolve the issue, 
the Standards Code Committee commenced its 
investigation of the case in May. 1 Subsequent 
meetings of the Committee proved inconclusive. 
In August, the EC blocked the U.S. request to 
establish a technical experts group to evaluate the 
effect of hormone usage on consumers. As the 
date for implementation of the hormone ban grew 
imminent, the U.S. administration warned that 
retaliatory measures would be adopted if the ban 
was not modified. 

1 See ch. 2 sec1ion on the Standards Code for further 
details. 

4-8 

On November 18, the EC agreed to postpone 
implementation of the ban on the marketing of 
hormone-treated meat for one year. The agree
ment effectively imposed two deadlines. The ban 
on the use of hormones in EC meat production 
went ahead as planned on January 1, 1988. 
However, meat that has been produced using 
growth hormones either inside the EC before 
January 1, 1988, or outside the EC in countries 
like the United States that will continue to treat 
animals with hormones, can be marketed in the 
EC under existing bilateral arrangements until 
January 1, 1989. Although certain EC member 
states such as Italy already ban imports of hor
mone-treated meat, the major EC importers of 
U.S. meat, France and the United Kingdom, 
have no such controls and can continue to market 
U.S. meat throughout 1988. (National legislation 
conforming to the EC Directive has been intro
duced in all member countries.) 

In addition to avoiding a trans-Atlantic trade 
dispute, the EC Commission indicated that the 
delay will aid them in resolving some internal 
problems that would have resulted had the entire 
ban been implemented on January 1, 1988. For 
example, the EC now has an additional year to 
market the large stocks of hormone-implanted 
meat currently held in public storage. Also, cer
tain EC member countries that have just recently 
applied the ban or have not yet applied the ban to 
domestic production, require the extra period to 
slaughter hormone-impregnated livestock and 
market the meat. 

Although U.S. officials welcomed the com
promise, on November 25, the U.S. administra
tion published a list of 30 European food 
categories it would consider for retaliation should 
U.S. meat exports to the EC be interrupted. This 
list, covering $230 million of annual imports from 
the EC, was pared back to cover EC exports to 
the United States worth about $100 million, re
flecting the estimated amount of lost U.S. meat 
sales from the ban. However, on December 24, 
the President ordered but suspended the applica
tion of increased duties so long as the EC member 
countries continue their present importation poli
cies as to U.S. meat products. U.S. officials con
tinue to urge an outright end to the ban, but 
indicated that they remain "optimistic that the EC 
will permit dispute settlement to proceed in the 
interim in order to reach a permanent agreement 
based on scientific evidence." 

Meat plant inspection regulations 

On July 22, 1987, a section 301 investigation 
of the EC's new health and safety regulations for 
U.S. slaughterhouses and packing plants export
ing meat to the EC was initiated by the inter
agency section 301 Committee in response to a 
petition filed July 14 under section 301 of the 
Trade Act of 197 4 by members of the U.S. meat 
industry, who alleged that the inspection require
ments violate the GA TI and discriminate against 



U.S. exporters. The petitioners claim th;it the 
EC's new rules could reduce U.S. exports of meat 
and off al to the EC worth about $ 130 million an
nually. Offal, including such meats as brains, 
hearts, livers, and other parts not in large demand 
in the United States, account for 70 to 80 percent 
of U.S. meat exports to the EC, and such exports 
could be particularly hurt. 

At issue is the Community's Third Country 
Meat Directive, which requires meat producers to 
meet certain technical standards in order to ex
port to the EC. The Europeans claim that the 
directive has been enforced against meat imports 
from other countries and applies equally to EC 
member states. The U.S. industry argues, how
ever, that the directive is discriminatory. The pe
titioners contend that the standards "which 
purport to control meat hygiene and sanitation, 
actually regulate imported U.S. meat much more 
strictly than meat produced within EC member 
countries." In addition to the EC's uneven en
forcement of the rules, the petitioners point out 
that the directive applies to EC member states 
that ship meat across national borders, but does 
not cover meat that is produced and consumed 
within the same member country. Because most 
meat consumed in the EC is produced domesti
cally, a large proportion of the Community's meat 
consumption is not subject to the inspection re
quirements. In a report prepared for the GA TT 
Council, the United States alleged that only 30 
percent of EC beef and 20 percent of its pork fall 
under the directive's provisions. 

The Third Country Meat Directive estab
lishes the specific methods by which meat produc
ers can slaughter, cut, mark, pack, store, and 
transport their product, and sets general stan
dards for facilities, equipment, water supplies, re
frigeration, etc. The U.S. industry is particularly 
troubled over certain structural and architectural 
requirements that more closely coincide with the 
building style common in the EC than in the 
United States. For example, a major concern of 
U.S. plants is the banning of wooden instruments 
that could transport germs, as well as wooden 
beams, platforms, and fences. The petitioners 
claim that no scientific evidence exists to prove 
that the EC directive has significant health or 
safety advantages and compliance with two sets of 
rules would be costly. According to U.S. meat 
producers, U.S. health and safety regulations of
fer equivalent protection for EC consumers. Fur
thermore, the U.S. Department of Agriculture 
(USDA) has never enacted similar rules on meat 
imported into the United States. U.S. procedures 
require that the USDA accept foreign inspection 
procedures, facilities, and control requirements if 
they are as strict as U.S. rules, and leaves the op
eration and administration of foreign programs to 
the foreign country. 

After its requested consultations failed to 
produce a satisfactory resolution, the United 

States requested a GA TT dispute settlement 
panel. However, the EC blocked the U.S. re
quest, indicating that more time was required to 
conduct bilateral talks under the GATT's consul
tations procedure. The United States repeated its 
request at the November GA IT meeting and 
again at the annual meeting of the Contracting 
Parties in December, when it was agreed that a 
panel would be established. 

By yearend, approximately 90 U.S. meat 
plants had been certified by EC inspection teams. 
However, no U.S. exporters of high-quality beef 
had been approved. Because many U.S. plants 
remained to be inspected, U.S. and EC officials 
agreed to delay the implementation of the meat 
directive until April 1, 1988. 

Fats and oils tax 

The CAP has been a major and growing fi
nancial drain on member states. In order to off
set the rising costs of supporting the domestic oils 
and fats sector, the EC Commission proposed a 
1987-88 farm price package in February 1987 
that included a tax on the consumption of vegeta
ble and marine fats and oils from both foreign 
and domestic sources. The tax was designed to 
collect 2 billion ECU's, or about $2.3 billion, and 
would have been set at a maximum of 330 ECU's 
(about $375) per metric ton for the 1987 to 1988 
fiscal year. Animal fats, such as butter, lard, and 
tallow, were to be exempted from the consump
tion tax. 

The U.S. administration and the U.S. soy
bean industry objected to the proposed tax, 
charging that the tax would sharply reduce EC 
imports of U.S. soybeans, which are crushed in 
European mills into vegetable oil and oilseed 
meal. In 1986, U.S. soybean exports to the EC 
totaled about $2 billion and were the fourth lead
ing U.S. export to the EC. Moreover, the EC 
purchases accounted for nearly one-half of all 
U.S. exports of soybeans in 19 8 6. U.S. officials 
warned that the United States would take coun
termeasures should the tax be implemented. 

U.S. officials charged that the tax was incon
sistent with the GA TT because, being a flat tax, it 
discriminated against imported oils and oils made 
from imported soybeans. The American Soybean 
Association (ASA) estimated that the tax would 
have increased the price of relatively inexpensive 
imported oils like soybean oil by 90 percent, 
whereas the price of European olive oil, which is 
relatively more expensive, would have risen by 
only 37 .5 percent. In addition, opponents of the 
tax claimed that the tax violated the GA IT be
cause it would have exempted animal fats and, 
therefore, would have protected the domestic 
production of butter. The U.S. Government 
claimed that the relatively large increase in the 
price of imported oils and oils made from im
ported soybeans would have encouraged the pur
chase of olive oil and the expansion of EC oilseed 
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(which includes soybeans) and butter production 
at the expense of U.S. soybean sales. Moreover, 
U.S. officials argued that the tax would have im
paired the duty-free bindings the United States 
received on oilseeds during the Dillon Round of 
trade negotiations in 1962. 

Several other nations joined the United 
States in opposing the tax. Vegetable oil produc
ers from Asia, Africa, and Latin America com
plained that the tax would adversely affect their 
exports to the EC. Opposition within the EC pre
vented progress on the oils and fats tax proposal 
throughout the spring. West Germany, the 
United Kingdom, the Netherlands, and Denmark 
continually denounced the plan. Some of the ob
jections raised by EC member states were the risk 
of violating trade commitments and the additional 
burden placed on EC consumers of supporting 
the fats and oils sector. 

The remaining member states continued to 
favor the tax as a necessary revenue-raising meas
ure. Financial support for the oils and fats sector 
is expected to become even more burdensome 
since the two major olive oil producing coun
tries-Spain and Portugal-will be fully integrated 
into the CAP by the early 1990's. EC supporters 
of the tax also claimed that the tax would have a 
minimal effect on the exports of its trading part
ners for two reasons: past experience indicated 
that fluctuations in the price of vegetable oils had 
little effect on its consumption, and the tax pro
posal incorporated measures to limit EC produc
tion of oilseeds. Further, the EC Commission 
argued that the tax was permitted under the 
GA TT since it would be imposed on vegetable oils 
regardless of their source. 

The EC has considered proposals for a tax 
on fats and oils at various times over the past 20 
years, but the tax has never been implemented 
because of the consistent opposition from the 
United States, as well as from several EC mem
bers. Continued internal opposition throughout 
the spring placed the issue on the agenda of the 
EC's semiannual summit in June. However, sum
mit leaders failed lo reach a consensus and called 
for a study of the issue and consultations with the 
EC's trading partners before the next semiannual 
summit in December. The Commission's report 
to the Council, completed in November, con
cluded that the tax would have only a negligible 
effect on the pattern of consumption of fats and 
oils. Furthermore, after consultations with third 
countries, the Commission proposed that after the 
tax takes effect, talks should be held with non-EC 
countries as soon as trade damage is detected in 
order to establish if compensation were required. 
At the December summit, member nations failed 
to vote for the tax, but at the same time did not 
reject the tax outright. 
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Soybeans 

On December 16, the ASA lodged a com
plaint with the USTR against the EC, alleging un
fair subsidization of its domestic production and 
processing of oilseeds. The USTR initiated a sec
tion 301 investigation on January 5, 1988. 

The ASA argued that EC subsidies on 
oilseed processing and production discriminate 
against the use of U.S.-grown soybeans in the 
Community because they eliminate the price dif
ference between cheaper soybeans imported from 
the United States and higher priced EC soybeans. 
Specifically, the ASA charged that the EC's sub
sidies to farmers and oilseed processors are in
consistent with the GA TT because they impair 
the duty-free bindings granted to U.S. soybeans 
and soybean meal by the EC in 1962. According 
to the ASA, U.S. producers have watched their 
EC market gradually erode, from U.S. exports 
worth $3.5 billion in 1982 to $2.0 billion in 1986. 
The ASA claims that EC support for its oilseed 
growers far outweighs the U.S. level: facing a 
world market price of $6 per bushel, the U.S. 
Government guarantees its farmers about $4. 77 
per bushel, and the EC support for its soybean 
farmers is about $15 per bushel. 

The ASA closely monitored the progress of 
the consumption tax throughout 19 8 7. After EC 
leaders postponed consideration of the proposed 
fats and oils tax from June until December, the 
ASA delayed filing the 301 petition for the same 
period. As mentioned previously, at the Decem
ber semiannual EC summit meeting, EC officials 
did not vote on the tax because of internal oppo
sition. However, because the EC summit leaders 
failed to reject the tax outright, the ASA decided 
to launch the official trade complaint. 

In addition to the failure of the EC to take 
decisive action against the tax proposal, the ASA 
claims that the EC has not yet made "meaningful, 
substantive" cuts in its production subsidies. EC 
officials have countered, however, that in July the 
EC reduced soybean price supports by 3 percent 
and introduced production controls, or "maxi
mum guaranteed quantities." These controls set 
a production ceiling which, when exceeded, re
sults in a reduction in the subsidy. Moreover, 
further curbs on oilseed production are being 
considered during ongoing talks to reform the 
budget. 

EC officials have also rejected other allega
tions of the ASA. They pointed out that the EC 
is the world's largest importer of oilseeds and re
mains the largest market for U.S. farm products. 
Self-sufficiency levels in 19 8 7 were only 19 per
cent of EC consumption of oilseeds, and 6 per
cent of that of soybeans and soymeal. In 
addition, although the U.S. market share of soy
beans in Europe has eroded, total EC soybean 
imports from all sources have actually risen sig
nificantly since 1974. According to the EC, new 



sources of cheaper soybeans have replaced the 
United States: since 1982, Brazil's soybean ex
ports to the EC have almost doubled, and Argen
tina's exports have tripled. Another reason 
American exports have fallen is that reductions in 
beef and milk production in the EC weakened the 
Community's demand for oilseeds for feeding 
purposes. EC officials also argued that the ASA's 
data do not accurately reflect trends in U.S. soy
bean exports because 1982 was a record year for 
American soybean production, and, given the fall 
in soybean prices since 1982, volume rather than 
value terms would provide a clearer picture of 
trends. 

U.S. officials have requested consultations 
with the EC under the GAIT. If these talks 
prove inconclusive, the United States may request 
the creation of a GA Tr dispute settlement panel. 

Pasta 

In August 1987, an accord was reached be
tween the United States and the Community over 
EC export subsidies on pasta. The pasta dispute 
has a long and complicated history. In May 
1983, a GATT Subsidies Code panel found that 
EC export subsidies on the durum wheat compo
nent of pasta violated the Code. The ruling was 
never formally adopted, and the United States 
took no immediate action in response lo the case. 
However, in 1985, the pasta issue was resurrected 
when the United States raised its import duties on 
pasta in retaliation for EC restrictions on imports 
of U.S. citrus products. On August I 0, 1986, 
U.S. and EC officials signed an agreement ending 
the citrus dispute that included a provision requir
ing that the amount of the subsidies on pasta he 
negotiated by July 1987.1 

Intense negotiations ensued in July and 
August. For the EC, at stake was an estimated 35 
million dollars' worth of pasta exports (primarily 
Italian), accounting for between 5 and 10 percent 
of the U.S. market. According to U.S. officials, 
the subsidies-known as export restitutions-ac
counted at times for as much as 60 to 70 percent 
of the wholesale cost of pasta. (These export res
titutions bridge the gap between the world price 
and the higher price of pasta-making durum 
wheat on the European market.) U.S. officials 
argued that these restitutions constituted a subsidy 
on processed food that is prohibited under the 
GAIT Subsidies Code, and U.S. pasta producers 
charged that the subsidies pcrmilled EC pasta 
makers to significantly undersell their American 
competitors in the U.S. market. The EC re
sponded that the Community's export restitutions 
related only to the durum wheat component of 
pasta and as such were GA IT-consistent. 

' For a complete discussion of the cilrus dispute, sec 
Operation of the Tradl! ARrum1•n1.1 l'roxram, 38th Rr
port, 1986, July 1987, p. 4-7. 

Marathon negouauons to resolve the pasta 
dispute ended August 5, 3 days after a U.S.-im
posed deadline. According to the terms of the 
agreement, which took effect on October l, the 
legality of the restitutions will be decided within 
the Uruguay Round of multilateral trade negotia
tions. The United States agreed not to reopen 
the pasta dispute at GA Tr level. In the mean
time, the settlement set up a system composed of 
two major elements. First, it requires that 50 per
cent of EC pasta exports to the Cnited States be 
subject to an "inward processing scheme." This 
system requires that the EC import durum wheat 
without applying import levies. An equivalent 
amount of pasta, irrespective of the origin of the 
durum wheat, will then be exported to the L"nited 
States without benefit of export refunds. In ef
fect, this agreement will place 50 percent of EC 
pasta exports to the United States outside the 
EC's subsidy program. The second part of the 
agreement requires that the EC reduce by 
27.5 percent the subsidies it pays pasta producers 
on the remaining 50 percent of exported pasta 
goods to the United States. This figure represents 
a compromise between the most recent L' .S. pro
posal to trim export subsidies by 35 percent and 
the EC's offer to reduce them by 20 percent. 

In addition, the agreement has incorporated 
periodic reviews to ensure that the 50 percent 
goal is met. Should pasta exporters fa\'or the in
ward processing arrangement. then the export re
fund level will be raised to restore the balanl·e. 
Likewise. should more than 50 percent of pasta 
exporters continue to use the export subsidy sys
tem, then the restitutions will he reduced. Fur
thermore, this agreement will he superseded by 
any Uruguay Round actinn on agricultural subsi
dies. 

Airbus 

U.S. claims that Airhus Industries. a Euro
pean aircraft manufacturing consortium, is being 
unfairly suhsidi7ed kd to a series ,,f rnnsultatilms 
throughout l 9S 7. Airbus I ndust rics is a public i 
private corporation co-nwrll'd lw Acrospatialc of 
France, Deutschl' Airbus of \\'est German\', Brit
ish Aerospace, and Construcl\)f'S Acr1mautks ,,f 
Spain. (Spain owns less than a 5-percerH sharl' in 
the company.) The L'.S. al'rnspal'l' industn 
charges that Airbus is unfairlr cnmpeting witll 
U.S. firms because nf gon•rnmcnt subsidies. pri
marily in the form of hmg-tl'rm hm-c1,st h1ans. 
The administration claims that gon•rnnwnt ards 11' 

Airbus builders and Statl•-backcd fina111:ial irKen
tives to potential customers nf Airbus \'i11latc the 
Agreement on Trade in Ci\'il Aircraft. '"w ,,f the 
Tokyo Round codes. S1wcificallr. artidcs 4 ;md 
6 prohibit trade-distorting subsidies and unf.1ir m
ducements for potential purchasl'rs. 

The EC denies that Airbus suhsidrcs 'i1,late 
international trading rules hl'CaUSl' its lnan srstl'lll 
does not adverseh· affect trade. EC officiab 
claim that U.S. m;inufacturcrs cnntinuc II) drnnr-
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nate the world market with 7 S percent of world 
civil aircraft sales. In addition, the Airbus part
ners allege that U.S. manufacturers benefit from 
massive defense contracts, Government-funded 
research and development, and tax incentives. 
The U.S. administration argues, however, that 
Airbus also benefits from defense contracts and 
commercial spinoffs from defense technology in 
addition to the disputed subsidies. 

In February 1987, U.S. representatives met 
with British, German, and French officials to re
peat their condemnation of past subsidization and 
voice their concern over continued use of govern
ment pressure or special inducements, such as 
landing rights, in marketing various Airbus prod
ucts. The United States also cited a new concern 
over subsidies to be granted to launch a new se
ries of aircraft. In the U.S. view, launch aid for 
Airbus would violate that part of article 6 of the 
Civil Aircraft Code that prohibits governments 
from subsidizing an aircraft project unless there is 
a "reasonable expectation of recoupment of all 
costs." U.S. officials claim that Airbus has never 
shown a profit; the Europeans maintain that the 
subsidies are loans that will be repaid, although 
no timetable for repayment is specified. 

Because the United States failed to convince 
the governments concerned that the Airbus pro
ject is contrary to their obligations under the Civil 
Aircraft Code, U.S. officials requested a special 
meeting of the GATT Aircraft Committee to be
gin talks within the GAIT framework. The 22 
members of the Aircraft Commillee met in l\farch 
and agreed to clarify the interpretation of articles 
4 and 6 of the Civil Aircraft Code, hut the EC 
insisted that the subsidies issue he discussed for 
civil aviation in general rather than for Airbus in 
particular. 

The dispute grew more intense during the 
summer after the Airbus partner governments of
ficially launched a new series of aircraft hy pro
viding about $3.3 billion in launch aid. A second 
special meeting of the Aircraft Committee held in 
July led to a m1rrowing of differences over the 
interpretation of article 4 and in particular, till' 
drafting of a list of prohibited government induce
ments attached lo tht..• sale or purchase of civil air
craft. The suhsidic-s issue remained deadlocked, 
however. U.S. industry threatened w fill• a sel·
tion 30 I case or an antidumping or countervailing 
duty case if progress was not imminent. 

Direct negotiations at a senior level were ar
ranged for the encl of October. Although no is
sues were concretely resolved, ll.S. and EC trade 
officials set up a framework for negotiations hy 
expert groups over the following months. By 
yearend, little progress had been made. The dis
pute was aggravated when EC negotiators raised a 
new concern over the effect of the weakened dol
lar-the currency of the civil aviation market-on 
Airbus profit margins. EC officials indicated that 
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rising production costs for Airbus relative to its 
U.S. rivals required that any agreement take cur
rency fluctuations into account. V .S. officials ex
pressed concern that this proposal would not only 
negate the advantage of dollar depreciation, but 
would also set a dangerous precedent for other 
industries. 1 

Although U.S. industry remained impatient 
with the lack of definitive progress, the threat of a 
damaging trade war led it to abandon efforts to 
initiate any unfair trade cases during 19 8 7. In
dustry worries stem not only from the possibility 
of being cut out of the European market, hut 
from the effect on comp0nents trade, since air
craft manufacturers on both sides of the Atlantic 
use a significant quantity of foreign parts. 

Telecommunications 

The United States is concerned that EC 
countries are not liberalizing their telecommuni
cations markets sufficiently. EC regulatory poli
cies and procurement practices concerning 
telecommunications services and equipment linlll 
the ability of Li .S. firms to enter the EC market. 
In most EC member countries, government mo
nopolies-PlT's (postal. telephone. and tele
graph operators)-control the pni\'ision of 
telecommunication services and often oper.lti> 
strict "huy national" policies. The l'nited St;He~ 
has engaged in major efforts tn impnwe market 
access for l' .S. ll'lel·ommunicati1llls t•qu1pnwnt 
and services to the EC. 1f1l\W\t•r, tht• 1111,st 111,te
worthy evetll in the tt•let·111nm1mka11ons ftt•kl in 

IQ!\7 resulted from the t11t•mlwr states 1'wn l'1lll
cern that the EC's ll•kr111nm1111ica1i1111s St'l't11r 
must he liheralin•d in 11rdt•r 111 rt•ma1n l°1"11pt•ti11n• 
in the future. 

In June I QI\ 7, till' EC (\1mmissi1lll rc.•leasc.•d a 
Grt•c.•n Papt•r on tilt' dt•n•lupnwnt 11f a l"llllllllllll 
market for lt'lt•ro111111unica111,ns sen ict•s and 
equipment. Till' p;1pt•r st.ltt'S th.11 tht• ;11m 11f tht• 
project is hl strt•ni:tht•n tilt' tt•lt•l·111nmun11:.1111111s 
sector hy "dt•\·c.·hipini: tht• l'1111dtt11111s fill· tlw mar
kt'l to provide Eunipt'illl ust•rs 11 tth a grt•att•r \'an
t•ty of St'r\'in·s. of ht•ttt•r qu.1lit\. and .11 h111t•r 
cost." lh" impr11\ ini: tht• dftl·1t•nn 111 till' Fl· 111-
clustr\" the FC 111a1· ht• ahlt• 111 l'11.1l11•111!1' 11111rt• d
ft•cth;t•lv tilt' dvnanlll' l' .S. ;rnd. J.1p.1t1t'St' 
te kconunu 11 icll ii ms 111dus1 nt•s. 

In ordt•r to arhtt'\'l' tlll'St' !!''·•Is. till' l irt•1•11 
Papt•r prop11st•s to 1•s1ahhsh an 11pt•11. l·,1111pt'ltll\1' 
EC-widt• markt•t hv 11)1) .".. l'lw plan r.1lls f11r 1h1• 
gradual unilkation 11f till' H "s lr.1..:11w11t1•d mar
kt•I h~· t'IHling till' d11111111.llll0

l' pf Sl.1°(1• llllllhl1'11h1•s 
on•r st•rvil't'S and t•qu1p111t•111 :\hh11ui:h tt l'lllllin
lll'S till' t•xdusin• pn1\1s11111s f11r I' IT's r1·i.:.1rd111i.: 
the opt•ratiim ol till' nt•t1111rk 111lr.1s11ur11;11• .111~1 

' LI. s. <.'lllll.'<'fll •IH'I lhl' 1.1d. ,,, 11.111,p.ll<'lh'\ ••• ,.\ 111>11, 
11..-..-1111nts hns pnrth l•<'t'll 11.l.lr•''S••.I 1•1 llw Fl· lhr.•ui:h 
n.-11· l'H11rts in 1'1SS h• r••s1ni.·1111,· :\11h11s 11.1111 1111 .. ,.,,,_ 
11<•mk inl<'l<'SI ~r.•upini:" inh• •I pul•h• 1111111,•,1 •••mp.1111 
As s11d1. :\irl•us 11"•111<1 h•• fl'•lllill'•I h• p111>11,h 11s 1111.111-
dnl r<'slllts. 



for basic services, including voice telephone serv
ice, it calls for the significant liberalization of the 
supply of all other services and all terminal equip
ment. 1 Some of the other proposals that the 
Commission Green Paper presents are the separa
tion of the regulatory and operational functions of 
the PTT's and other network operators; common 
norms and standards across the Community 
through the creation of a European Standards In
stitute; gradual harmonization of tariff (or fee) 
structures; access to the PTT's networks on fair 
terms to competitors who offer rival services; 
opening the market for private earth stations for 
satellite telecommunications; application of the 
EC's competition rules to prevent cross subsidiza
tion by network operators, whereby they subsidize 
areas open to competition from profits made in 
the noncompetitive sector of basic services where 
they enjoy a monopoly position; and establish
ment of common positions to be defended at the 
international level. 

The EC Commission presented the Green 
Paper at a time when national initiatives towards 
deregulation have developed in countries like the 
United Kingdom, Germany, France and the 
Netherlands. Instead of allowing the current re
structuring to lead to national differences, the 
Commission hopes to channel these changes into 
areas where an EC-wide consensus would be pos
sible and desirable. 

The Green Paper was designed to stimulate 
discussion among interested parties and begin a 
consultative process between them and the Com
mission to determine the future of the telecom
munications sector in Europe. Throughout the 
fall, the Commission conducted consultations for 
the purpose of drafting a report with concrete 
proposals for implementing an EC-wide telecom
munications program. A draft report setting out a 
specific timetable was discussed in late December 
and is expected to be finalized in early 1988. 
First, the report proposes that discussion will be 
held on the areas in which the development of a 
specific policy is now feasible. This includes the 
rapid and complete opening of terminal equip
ment markets.2 Second, discussion will then 
cover other areas in which overall consensus re
mains to be obtained and those in which existing 
policies must be confirmed or reinforced. 

Member states showed support in general for 
the Green Paper's plan to impose the rules of 
competition on the sector. The United States was 
also asked to comment on the Green Paper. The 
American position supports the EC plan to open 
markets to competition for equipment and serv-

1 EC member states must form a consensus as to what 
constitutes a basic service, and therefore which services 
will be reserved for the national telecommunications ad
ministrations and which services will be competitive. 
2 On Feb. 4, 1988, the EC Commission published a 
timetable for deregulating the telecommunications mar
ket. 

ices and to separate the regulatory and operating 
functions of the national telecommunications ad
ministrations. However, the United States re
mains concerned that the liberalization measures 
do not go far enough. For example, U.S. officials 
have argued that the EC should liberalize network 
equipment sales by requiring member countries to 
open 40 percent of their procurement to competi
tion, rather than the 10 percent that the Commis
sion now recommends. Deregulation of the 
network equipment market is of key U.S. interest 
because the equipment could be an important 
U.S. export and is the foundation of the telecom
munications infrastructure that would govern fu
ture market access in other equipment and 
services. 

U.S. officials also showed concern that the 
market-opening measures will be limited to EC 
members. They suggest that the EC open its stan
dard-setting process to all interested parties rather 
than limit participation to Europeans with its 
planned European Standards Institute. 

In other developments in the telecommuni
cations field in 1987 ,3 cooperation between the 
United States and the EC was fostered through an 
agreement in February to exchange information 
on regulations and the domestic and international 
telecommunications environment, and to set up 
expert groups to discuss standardization. The 
United States also continued to conduct bilateral 
talks with certain EC member states to improve 
U.S. access to the EC telecommunications mar
ket. These informal discussions, known as mar
ket access fact-finding (MAFF) talks, are not 
intended to be actual negotiations but to serve as 
preparation for negotiations, either bilaterally or 
in the context of the new trade round. The 
United Stales held MAFF talks with West Ger
many, Italy, France, and the Netherlands. 

CANADA 

The Economic Situation in 1987 
The Canadian economy enjoyed vigorous ex

pansion in 1987. During the first quarter, GDP 
surged al an annual rate of 6.3 percent. During 
January-June of this year, Canada had the 
strongest GDP growth of the major industrialized 
countries. Its strength continued through the 
third quarter, with total growth for the year at 3.9 
percent. Consumer spending remained strong in 
early 1987 as the drawdown in savings, first pro
nounced in late 1986, continued. The Canadian 
savings rate in 1987 (8.0 percent) was the lowest 
in 15 years. Residential construction (up 14.3 
percent) continued the unusually strong pace set 
in t 986. The vigor in the Canadian economy was 
fueled in pan by a rise in commodity prices 
through October-with major boosts in pulp and 

3 Trade-related activities in 1987 in the area of telecom
munications services arc also covered in ch. 3. 
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paper, lumber and aluminum. The expansion in 
early 1987 provoked some inflationary pressure. 
For the year as a whole, however, inflation re
mained steady, at 4.4 percent, up from the 4.2 
percent level of 1986, as the Bank of Canada re
mained watchful of inflationary pressures and 
slightly tightened control of the money supply. 
The Government is attempting to achieve a pro
gressive decline in the size of the Federal budget 
deficit, a problem area in the recent past. The 
policy is being aided by the buoyancy in the Ca
nadian economy as tax revenues increase. 1 

During 1987, capacity utilization in manufac
turing reached 81. 7 percent in the fourth quarter. 
This was the highest rate in five years. The great
est increases were in the durable manufacturing 
sectors, particularly building materials, furniture, 
and electrical equipment. Two export industries, 
however, transport equipment and paper prod
ucts, registered declines in capacity utilization 
during the year. Investment spending increased 
in Canada during January-June 1987 and aver
aged 9 percent for the year. 

The unemployment rate declined continu
ously during the year from 9. 6 percent in the first 
quarter to 8. 2 percent for the fourth quarter. 
The 8.9 percent average for the year made 1987 
the first time in 6 years that the Canadian annual 
unemployment rate registered under 9 percent. 

Canadian purchases of new cars declined in 
198 7. Sales of domestically produced cars fell by 
3.8 percent, and sales of foreign automobile 
manufacturers improvement 2. 8 percent over 
those of 1986. Foreign manufacturers accounted 
for 31 percent of Canadian new car sales in 1987. 

The Canadian current account balance for 
1987 was a negative $6.8 billion, a slight increase 
from the negative $ 6. 7 billion of 19 8 6. The mer
chandise trade balance was in surplus in 
1987-$8.8 billion, up from $7.5 billion in 1986. 
Overall, Canadian exports increased by 4. 5 per
cent during the year; Canadian imports rose 6.0 
percent. The vigorous economic expansion fu
eled strong domestic demand leading to the rise 
in imports. 

Following a modest surplus in 1986, Canada 
experienced a deficit in trade in automotive prod
ucts in 1987, both in vehicles and in parts/com
ponents. This sector is the leader among 
Canadian industries for both imports and exports. 
Canada's surplus in auto trade decreased consid
erably during the year, and this contributed in a 
major way to the overall automotive deficit. 

The Canadian dollar averaged 75.43 U.S. 
cents for 1987, up from 71.97 cents in 1986.2 

1 For the first six months of FY 1987-88 the deficit 
dropped to Can$28. 9 billion. New tax measures to take 
effect In 1988 will further help to reduce the Government 
deficit. 
2The Canadian dollar broke the 77 cent barrier in Janu
ary 1988. 
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The strengthening of the Canadian currency is 
due to a number of factors-greater inflation in 
the United States than in Canada, the significant 
reduction in the Canadian budget deficit,3 the 
plunge in the U.S. dollar, and consistently wide 
U .S.-Canadian interest rate differentials. 

Merchandise Trade With the 
United States 

Canada and the United States are each oth
er's most important trading partners. In both vol
ume and value, theirs is the largest trading 
relationship in the world. 4 In 1987, U.S. exports 
to Canada, driven by the strong expansion of the 
Canadian economy, increased 7. 2 percent over 
those in 1986. U.S. imports from Canada in
creased by only 4 percent during the year. The 
merchandise trade deficit, which the United 
States has had with Canada for every year but 
one since 1970, decreased from $15 .0 billion in 
1986 to $13.8 billion in 1987. Table 4-2 shows 
U.S. trade with Canada by broad industrial cate
gories. U.S. exports increased in 8 of the 10 
SITC sectors. Only mineral fuels and the basket 
category of "commodities and transactions, not 
elsewhere classified" fell between 1986 and 1987. 
The machinery and transport equipment sector is 
the major area of bilateral trade between the 
United States and Canada. Trade in this sector 
accounted for 51.3 percent of overall shipments 
to Canada in 1987. Trade in motor vehicles 3C

counted for over 90 percent of bilateral trade in 
SITC section 7. This trade is governed by a 1965 
bilateral agreement that provides for duty-free 
treatment for imports of specified automotive 
products.5 

The leading products exported to Canada 
from the United States were parts of motor vehi
cles, automobiles, trucks, parts of office machin
ery, and computers.a These leading products 
represented nearly one-half the total of U.S. ex
ports to Canada in 19 8 7. 

3 The budget deficit for all levels of government was 4.2 
percent of GDP in 1987, down from the 7-percent level 
in 1985. 
•Canada's presence in the U.S. economy is considerably 
greater than just international trade. The network of 
financial relationships is extensive and is likely to be
come more so with passage of a bilateral free-trade 
agreement. See Canadian Re.tearch, "Canadian Hori
zons-Canada's Growing Presence. in the United States," 
vol. II, No. 1, Febrmuy 1988. 
e U.S. -Canadian trade in motor vehicles is discussed 
below in the section on the operation of the Automotive 
Products Trade Agreement. 
e Two other statistical items appear as leading items in 
table B-7. One provides for undocumented exports to 
Canada, a new category that is the result of a recent 
agreement to reconcile bilateral trade statistics. (For 
additional information, see the Operation of the trade 
Agreements Program, 38th Report, 1986, p. 4-12, 
fn.6.) The other is the result of a new statistical classi
fication that categorizes general merchandise according 
to a relatively low dollar value, without further product 
identification. 



Table 4-2 
U.S. merchandise trade with Canada, by SITC Nos. (Revision 2), 1985-87 

(In thousands of dollars) 

SITC 
section 
No. Description 

O Food and live animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, Inedible, except fuel ............... . 
3 Mineral fuels, lubricants, etc. . ..................... . 
4 Olis and fats, animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classified by chief material ....... . 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

classified ....................................... . 

Total ......................................... . 

0 Food and live animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, Inedible, except fuel ............... . 
3 Mineral fuels, lubricants, etc. . ..................... . 
4 Olis and fats, animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classified by chief material ....... . 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

classified ....................................... . 

1985 

1,298,431 
65,353 

1,477.684 
1,605,361 

38,541 
2,686, 108 
3,982,577 

27,033,904 
2,600, 166 

10,276,821 

51,064,947 

2,373, 124 
470,717 

5,680,270 
9,912,737 

18,476 
2,894,398 

10,803,060 
29,380,570 

2,916,225 

4,433,995 

Total.......................................... 68,883,572 

1 Domestic exports, f. a. s. 
2 Imports for consumption, customs value. 

Note.-Because of rounding, figures may not add ·to the totals shown. 

Source: Complied from official statistics of the lJ. S. Department of Commerce. 

1986 1987 

U.S. exports 1 

1,324,288 1,539,376 
49,457 58,205 

1,360,875 1,665,860 
1,397,347 1,360,327 

27,013 36,092 
2,655,318 3,250,527 
3,631,443 4,770,644 

25,572,793 29,227,230 
2,548,682 3, 148,885 

14,597,897 11,943, 901 

53,165,113 57,001,048 

U.S. lmports2 

2,069,566 3,046,250 
457,075 474,653 

5,695.148 6,369, 175 
6,473, 152 6,672,853 

24.194 35, 721 
2,720,306 2,970,451 

11. 682 .112 13,311, 152 
29,880,206 30,584,538 

3, 185,446 3,399,744 

5,359,773 3,986,089 

66, 146,979 70,850,625 

U.S. imports from Canada increased in 9 of lapse in the talks. As the year ended, the com-
the 10 SITC sectors. The precipitous drop (25.6 plete text of the agreement had been made pub-
percent) in imports in the general category, SITC lie, and both sides were preparing to submit 
9, is due to a decrease in imports of nonmonetary legislation to their respective legislatures to put 
gold from C~nada. lmJ?orts of machinery and the agreement into effect.2 Action on the agree-
transport equipment dor:r1inated the flow of goods ment shifted to ratification and implementation, 
from .Canada, accounting for. 43:2 pe.rcent of with January l, 1989, being the date on which the 
1987 imports .. Among the leading items imported accord is scheduled to go into effect.3 
from Canada in 1987 were passenger cars, parts 
of motor vehicles, newsprint paper, trucks, crude 
petroleum, and natural gas, methane, ethane, 
propane, and butane. These six categories of 
goods accounted for 38 percent of total imports 
from Canada during the year. 

Major Policy Developments Affecting 
Trade 

United States-Canada Free-Trade Agreement 

The FT A and the negotiations leading up to 
it marked the most important bilateral issue of 
1987 .1 Over 3 years in the rr.aking, the agree 
ment was concluded in October 1987, after in
tense last-minute negotiations and a near col 

1 The United States-Canada Free-Trade Agreement is 
discussed as a separate topic in ch. 1. 

'. J 

The FT A is important not merely as a cata
lyst for increased bilateral trade but also because 
it includes numerous provisions on topics of mul
tilateral interest. Its provisions covering certain 
services and financial services in particular, as 
well as its inclusion of a unique dispute settlement 
mechanism, are likely to have an impact on the 
Uruguay Round of GA TT negotiations currently 
underway. The FTA's commitment for a har
monization of antidumping and countervailing 
duty trade laws between the world's leading trade 
partners could also have far-reaching multilateral 
implications. 

2 President Reagan and Prime Minister Mulroney signed 
the agreement simultaneously but separately on Jan. 2, 
1988. 
3 This date, explicit in the agreement, assumes concur
ring action by the Canadian Parliament and the U.S. 
Congress. 
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Operation of the Automotive Products Trade 
Agreement 

The Automotive Products Trade Act 
(APT A) of 1965 implemented a bilateral agree
ment between the United States and Canada that 
removed duties on trade between the two coun
tries in new motor vehicles and original-equip
ment parts. In effect, the agreement created the 
basis for an integrated automobile industry in 
North America.1 

1 According to art. I, the agreement has three objectives: 
"the creation of a broader market for automotive prod
ucts within which the full benefits of specialization and 
large-scale production can be achieved; the liberalization 
of United States and Canadian automotive trade in re
spect of tariff barriers and other factors tending to im
pede it, with a view to enablin~ the industries of both 
countries to participate on a fair and equitable basis in 
the expanding total market of the two countries; and the 
development of conditions In which market forces may 
operate effectively to attain the most economic pattern of 
investment production and trade." 

Because the United States did not extend this customs 
treatment to automotive products of other countries with 
which it has trade-agreement obllgatlons, it obtained a 
waiver of Its most-favored-nation "MFN" obligations 
under GA TT In so far as they pertain to automo1ive 
products. Canada, on the other hand, did not consider 
II necessary to obtain a GATT waiver because, at the 
time the agreement went into effect, it accorded duty-free 
treatment to specified automotive products on an MFN 
basis to all manufacturers with production facilities In 
Canad·a. There is, therefore, a difference in the appli
cation of the agreement In the two countries. In th~ 
United States, anyone may import a finished vehicle 
from Canada covered by the agreement duty free. In 
Canada, however, the duty-free import privilege is lim
ited to vehicle manufacturers, but they may Import auto 
parts free of duty from most other countries in addition 
to the United States. Individuals importing motor vehi-

Table 4-3 
U.S.-Canadlan automotive trade, 1964-87 

cles, or parts thereof, from the United States must pay 
the Canadian duty. 

Previous research has identified several prob
lems in accounting for all the trade b1 automotive 
products between the United States and Canada. 
U.S. export statistics, for example, sometimes fail 
to capture as automotive products those goods 
having a variety of end uses (e.g., engine parts, 
nuts, bolts, fabric for seat covers, and so forth). 
Consequently, a joint U.S. -Canadian committee 
studying overall trade statistics agreed that each 
country should use its own import statistics to re
port its imports, and use the other country's im
port statistics to report its exports.2 The result is 
the "import/import" method of reporting automo
tive trade used in table 4-3. 

In 1987, U.S. automotive imports from Can
ada declined slightly (1 percent) compared with 
such import in 1986. Canadian import of auto
mobiles and parts form the United States in
creased by nearly 4 percent. The U.S. deficit on 
automotive trade with Canada decreased from 
$3.4 billion in 1986 to $2.5 billion in 1987. This 
is the lowest bilateral deficit since 1983. 

The Auto Pact governs the most significant 
sectoral flow of trade between the United States 
and Canada. At a time when both countries are 
considering ratification of the United States-Can-

2 The Committee's study, entitled The Reconciliation of 
U.S. -Canada Trade Statistics 1970, A Report by the 
U.S. -Canada Trade Statistics Committee, was published 
jointly by the U.S. Department of Commerce, the U.S. 
Bureau of the Census, and Statistics Canada. 

(In mllllons of U.S. dollars) 

Canadian Canadian Imports 
Year U.S. Imports lmports1 less U.S. Imports 

1964 ............................ . 76 640 563 
1965 ............................ . 231 889 658 
1966 ............................. . 819 1,375 556 
1967 ............................. . 1,406 1,889 483 
1968 ............................. . 2,274 2,634 360 
1969 ............................. . 3,061 3, 144 83 
1970 ............................. . 3, 132 2,935 -196 
1971 ............................. . 4,000 3,803 -197 
1972 ............................. . 4,595 4,496 -99 
1973 ............................. . 5,301 5,726 426 
1974 ............................. . 5,544 6,777 1,233 
1975 ............................. . 5,801 7,643 1,842 
1976 ............................. . 7,989 9,005 1,016 
1977 ............................. . 9,267 10,290 1,023 
1978 ............................. . 10,493 10,964 471 
1979 ............................. . 9,715 12,274 2,559 
1980 ............................. . 8,780 10,552 1,773 
1981 ............................. . 10,618 12,055 1,437 
1982 ............................. . 13,292 10,971 -2,321 
1983 ............................. . 16,940 14,779 -2' 161 
1984 ............................. . 23,047 18,996 -4,051 
1985 ............................. . 24,726 21,450 -3,276 
1986 ............................. . 24,817 21,411 -3,406 
1987 ............................. . 24,579 22, 109 -2.470 

1 Canadian Import data converted to U.S. dollars. 

Note.-Data exclude trade In materlals for use In the manufacture of automotive parts and are adjusted to reflect 
transaction values for vehlcles. 
Source: Complied from offlclal statistics of the U.S. Department of Commerce, except as noted. 
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ada Free-Trade Agreement and an even closer 
trading relationship, the Auto Pact is looked upon 
by some as an anachronism. The Auto Pact, 
however, is not a true sectoral FTA: if it were, it 
could be incorporated into a broader, compre
hensive liberalization scheme. Canada applies 
duty-free status only to automotive imports from 
bona fide manufacturers of motor vehicles. The 
United States, on the other hand, provides duty
free status to all new (original-equipment) auto
motive imports from Canada, whether for 
manufacturers or individuals. According to the 
agreement, the United States provides duty-free 
status for automobiles, buses, and most trucks as
sembled in Canada with a SO-percent North 
American content. Therefore, Canada can incor
porate parts imported free of duty from third 
countries into vehicles produced in Canada and 
export those products free of duty to the United 
States. Furthermore, in "Letters of Understand
ing," Canadian manufacturers pledged to in
crease the Canadian value added by at least 60 
percent by the end of 19 68. 1 

A detailed breakdown of U.S.-Canadian 
automotive trade is provided in table 4-4. The 
nearly 27-percent dec;rease in the U.S. bilateral 
deficit from 1986 to 1987 is accounted for by the 
increase in U.S. exports of motor vehicles to Can
ada. In the area of automotive parts and accesso
ries, the United States traditionally ships to 
Canada nearly twice the value of parts than fully
assembled cars. In 1987, the nearly 6-percent 
increase in U.S. shipments of cars was not offset 
by any significant drop in exports of automotive 
parts to Canada. 

United States-Canada Bilateral Trade 
Issues 

Canadian Corn CVD Case 

In 1987, Canada imposed its first counter
vailing duty (CVD) on a U.S. import.2 The On
tario Corn Producers' Association initiated 
proceedings in i 986, alleging that U.S. subsidized 
grain corn caused injury to Canadian industry. 
The preliminary determination by the Canadian 
Department of National Revenue, Customs and 
Excise, set the U.S. subsidy at 85 cents per 
bushel; a provisional duty was then set in place. 
The 85 cent per bushel CVD imposed in Novem
ber 1986 after the preliminary investigation, was 

1 Under the APTA, Canadian manufacturers received 
favored status. In a previous report, the U.S. Interna
tional Trade Commission stated that "the agreement as 
implemented by Canada is not a free trade agreement, 
and it has primarily benefited the Canadian economy." 
The report further states that the concessions provided 
through APTA are made by the United States, whereas 
Canada made no substantive concessions except those in 
the Letters of Understanding. See Canadian Automoti11e 
Agreement, U.S. International Trade Commission, Ninth 
Annual Report, 1976. 
2 Countervailing duty laws provide import protection from 
subsidized goods by imposing an import duty equal to the 
amount of injurious subsidies that are found. 

upheld after the March 6, 1987, final determina
tion by the Canadian Import Tribunal (CIT) of 
injury to the Canadian industry. By a 2 to 1 ma
jority, the CIT imposed a CVD on American 
grain corn, excluding seed corn, sweet corn and 
popping corn, after determining that Canadian 
corn, producers were materially injured by nu
merous U.S. subsidy programs, primarily certain 
provisions of the Food Security Act of 1985. Ap
proximately 500,000 tons of corn are exported to 
Canada from the United States, out of the 6 to 7 
million tons grown here each year. At the time of 
the decision, the 85 cent per bushel CVD repre
sented about 55 percent of the U.S. market price 
of corn. On October 20, 1987, the Canadian Im
port Tribunal (Tribunal) recommended that the 
CVD be reduced from 85 to 30 cents per bushel. 
The Tribunal cal;ed for the duty reduction after 
concluding that the CVD caused higher prices for 
corn, which led to an increase in prices for Cana
dian food processing firms and a decrease in Ca
nadian corn exports. According to the Import 
Tribunal, reducing the CVD from 85 cents per 
bushel would best serve the Canadian public in
terest. "By reducing the duty ... market uncer
tainty will be greatly reduced and both users and 
producers (of Canadian grain corn) will be better 
able to plan their activities," explained Canadian 
Minister of State for Finance Tom Hockin. In 
order for any change in the dtlly to be enacted, 
the Canadian Federal Cabinet must rule on the 
Tribunal's recommendation.3 

Immediately following the March 1987 final 
determination, U.S. industry filed an appeal of 
the Import Tribunal's finding of injury. U.S. in
dustry is not appealing Revenue Canada's deter
mination of the amount of the CVD; it views the 
duty itself as unwarranted, contending that Cana
dian industry was not materially injured. The 
case is still pending before the Canadian Court of 
Appeals. 

The United States has taken the bilateral dis
pute to the GA TT, and consultations preliminary 
to formal dispute settlement proceedings have be
gun. The entire issue of agricultural subsidies is 
one of the major items on the agenda in the Uru
guay Round negotiations currently taking place 
within th~ GAIT. One element of the July 1987 
proposal by the United States for reforming agri
cultural trade was a 10-year phaseout of all agri
cultural subsidies.4 

Potash 

The potash industries in the United States 
and Canada experienced the entire cycle of an 

3 On Feb. 4, 1988, the Canadian Government reduced 
the CVD to 46 cents per bushel. The CVD shall be 
reexamined sometime during the summer of 1989. At 
that time, the Canadian Government will determine 
whether another modification may be necessary as a 
result of any change in the issues upon which the duty is 
based. 
~ See ch. 2 for a discussion of the Uruguay Round pro
posal regarding agricultural subsidies. 
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Table 4-4 
U.S.-Canadlan automotive trade, by 1peclfled product•, 1988 and 1987 

(In mllllons of U.S. dollars) 

Item 1986 1987 

U.S. Imports from Canada:1 
Duty free: 2 

Passenger cars ............................................................ . 11'774 10, 173 
Trucks, buses, and chassis ................................................. . 4, 130 5, 119 
Parts and accessories ...................................................... . 7,519 7,813 

Total 23,423 23, 105 

Dutiable: 
Passenger cars ............................................................ . 50 13 
Trucks, buses, and chassis ......................................•........... 44 42 
Parts and accessories ...................................................... . 813 920 
Tires and tubes ............................................................ . 486 498 

Total ................................................................... . 1,393 1,473 

Total: .................................................................... . 
Passenger cars ............................................................ . 11 ,824 10, 187 
Trucks, buses. and chassis ................................................. . 4, 175 5, 161 
Parts and accessories ...................................................... . 8,332 8,733 
Tires and tubes ............................................................ . 486 498 

Total ......................................................... · ........ · · 24,817 24,579 

Canadian Imports from the United States:3 
Duty free:2 

Passenger cars ............................................................ . 6,099 6,524 
Trucks, buses, and chassis ................................................. . 1,968 2,406 
Parts and accessories ...................................................... . 12,451 12,212 
Tires and tubes ............................................................ . 14 14 

Total 20,531 21, 156 

Dutiable: 
Passenger cars ........................................................... . 110 31 
Trucks, buses, and chassis ................................................. . 65 70 
Parts and accessories ...................................................... . 555 632 
Tires and tubes ............................................................ . 150 220 

Total 879 953 

Total: 
Passenger cars ............................................................ . 6,209 6,555 
Trucks, buses, and chassis ................................................. . 2,032 2,476 
Parts and accessories ...................................................... . 13,006 12,844 
Tires and tubes ............................................................ . 164 234 

Total ........................................... · · · · · · · · · · · · · · · · · · · · · · · · · 21,411 22, 109 

U.S. trade balance ........................................................... . -3,406 -2,470 

1 U.S. Import data. 
2 Duty free under the United States-Canada Automotive Products Trade Agreement. 
3 Canadian Import data {preliminary tables) converted to U.S. dollars as follows: 1986, Can$1.00=US$0.71963, and 
1987, Can$1.00=US$0.7543. 

Note.-U.S. Imports are f.a.s. or transaction values, as published by the U.S. Bureau of the Census. Canadian 
Imports are valued on a slmllar basis. 

Source: Complied from official statistics of the U.S. Department of Commerce and Statistics Canada. 
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antidumping suit during a one year period, for
mally beginning February 10 1987, and ending 
January 8, 1988. 

Potash, which refers to a number of potas
sium chloride salts, is used primarily in fertilizer. 
Imports of Canadian potash valued at $340 mil
lion in 1986, accounted for 84.3 percent of U.S. 
consumption in that year. On February 10, 
1987, Lundberg Industries Ltd. and the New 
Mexico Potash Corp. filed petitions alleging that 
Canadian potash exporters were dumping potash 
in the U.S. market by selling it at less-than-fair
value. The two U.S. producers called for dump
ing margins of 43 percent. Similar investigations 
occurred in 1984 and 1985 when U.S. producers 
alleged dumping of potash imports from Spain, 
East Germany, Israel, and the U .S.S.R. Import 
relief was not granted. 

On March 27, 1987, the USITC preliminary 
investigation determined "that there was a rea
sonable indication" of injury to the domestic pot
ash industry by Canadian imports. The U.S. 
Department of Commerce's International Trade 
Administration (IT A) issued its preliminary find
ing on August 20, 1987. The ITA determined 
that Canadian potash exports were being dumped 
in the U.S. market and set preliminary dumping 
margins ranging from 9.14 percent to 85.2 per
cent.1 

The final determination by the U.S. Depart
ment of Commerce was scheduled for no later 
than January 8, 1988, with the USlTC investiga
tive hearings scheduled to begin January 19, 
1988. The day before Commerce was to issue its 
final determination, however, an agreement was 
reached between Canadian potash producers and 
the U.S. Department of Commerce. The agree
ment, signed January 7, 1987, does not specify 
prices for Canadian potash but commits the Ca
nadian producers to revise their prices, keeping 
them above that level considered unfair by U.S. 
authorities. Although the agreement suspended 
the antidumping investigation, the case may be 
resumed at any time if Commerce determines that 
a Canadian firm is found in violation of the agree
ment. The antidumping investigation would then 
immediately resume with Commerce issuing its fi
nal determination of the dumping margins and 
the USITC beginning hearings to determine 
whether the domestic industry is materially in
jured or threatened with material injury. The De
partment of Commerce will monitor the Canadian 
potash industry monthly until January 1993. If 
Canadian exporters do not violate the agreement 
during the 5-year period, then the antidumping 
case and the agreement will be officially termi
nated. 

1 The preliminary finding by the IT A required importers 
of potash form Canada to post cash or bond equal to the 
duty. The wide range of dumping margins is the result 
of separate IT A determainations for each of the eight 
Canadian companies exporting potash to the United 
States. 

I ii ..... 
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The agreement resulted from discussions and 
protests on both sides of the border. According 
to Paul Schoenhals, chairman of the board of 
Saskatchewan Potash Corp., the antidumping suit 
was a result of Canadian companies trying to in
crease their share of the world market by cutting 
prices. With the agreement in place, Schoenhals 
said that the Canadian industry will be able to 
maintain its traditional market share without the 
risk of depressing world prices.2 In the United 
States, American farmers protested that a price 
increase of Canadian potash would mea'.:l a tre
mendous increase in fertilizer costs. The Food 
and Agriculture Policy Research Institute at the 
University of Missouri determined that a $35 per 
ton increase in potash costs would translate into a 
$475 million cost increase for American farmers.3 

JAPAN 

The Economic Situation in 1987 
Japanese economic growth exceeded the ex

pectations of both governmental and private eco
nomic forecasts in fiscal year 1987 .4 After hitting 
a postwar low of 2.6 percent in 1986, real GNP 
was expected to rebound to 3. 7 percent in 1987. 
Original Government estimates called for 3.5 per
cent real growth based on an exchange rate of 
Yl 63=$1.00. The yen actually averaged about 
Y140=$1.00 for 1987, but the economy adjusted 
to the exchange rate disruption better than ex
pected. Domestic demand grew at about 5 per
cent (about I percent higher than forecast), 
offsetting the-1. 3 percent drag caused by the ex
ternal sector. Household spending and expanded 
housing construction contributed to the growth in 
domestic demand. Household spending rose an 
estimated 3.6 percent in FY 1987, accounting for 
over one-half of the GNP. Capital gains from in
creases in the value of stock and land investments 
helped push up spending by those consumers with 
above average incomes. Lower interest rates and 
soaring land prices in Tokyo stimulated the surge 
in residential housing. Residential housing starts 
were expected to reach I. 6 to 1. 7 million units in 
1987 compared with 1.4 million units in 1986. 

The main impetus behind the strong showing 
by domestic demand was a 6 trillion yen ($43 bil
lion at Y139=$1.00) supplemental spending pack
age proposed in April and passed in July. The 
supplemental budget included Y 1. 4 trillion ( $ 10 
billion) for public works and Yl.5 trillion 
($11 billion) in personal income tax cuts. This 
was the first time since 1982 that there had been 
an increase in public works spending by the Gov
ernment. 

2 International Trade Reporter, Bureau of National Af
fairs, Inc., Washington DC, Jan. 13, 1988, p. 39. 
3 During the period between the preliminary finding and 
the signing of the agreement, potash prices increased on 
average between $35 to $100 per ton. 
4 Japan's fiscal year covers the period Apr. 1, 1987, 
through Mar. 31, 1988. 
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The appreciation of the yen and lower crude 
oil prices helped keep inflation low in 19 8 7. 
Wholesale prices fell 1. 7 percent, the lowest in
crease sir:ice 19 8 5. Consumer prices rose O .1 per
cent durmg 1986-87, the lowest increase in 29 
years, and food prices declined 0.9 percent. 

Mining and manufacturing production was 
weak during January-June 1987, but picked up 
substantially during the following six months. 
Growth in industrial production was expected to 
average 6.6 percent for FY 1987. Unlike the 
United .states, inventories declined in Japan every 
month m 1987 on a year-to-year basis. Profits for 
manufacturing firms were expected to rise and 
the nonmanufacturing sector was expected to ex
perience losses. 

Unemployment peaked at 3.3 percent in 
May and stood at 2.6 percent at the end of the 
year. The average unemployment rate for 19 8 7 
was the same as 1986, or 2.8 percent. Total 
hours of overtime in manufacturing increased 
during the second half of 1987 for the first time 
since mid-1985. The declines in the unemploy
ment rate in 1987 reflected the economy's partial 
recovery from the impact of the appreciation of 
the yen. Since the yen's steep rise at the end of 
1985, export-oriented industries in particular 
have been forced to reduce production and em
ployment. Japan's current account and trade sur
pluses rose slightly in 1987. The current account 
surplus increased from $ 8 5. 8 billion in 19 8 6 to 
$86. 7 billion in 1987. Although investment in
come rose to $16.7 billion, this increase was more 
than off set by deficits in other services that grew 
from -4.9 billion in 1986 to -6.1 billion in 1987. 
Net long-term capital outflows increased 5 per
cent, from $131 billion in 19 8 6 to $ 13 7 billion in 
1987. Approximately 31 percent of net long-term 
outflow was accounted for by overseas investors 
reducing their position in Japanese stocks after 
the stock market crash in October. Japanese net 
p~~cha~es of bonds overseas dropped from $93 
btlhon m 1986 to $73 billion in 1987 but were 
still the main channel for recycling the ~urrent ac
~ou~t surplus. The Japanese played a major role 
m fmancmg the U.S. budget deficit by investing 
about $31 billion in the United States during the 
first 9 months of 1987 alone. 

Japanese direct investment for construction 
or acquisition of U.S. manufacturing facilities to
taled over $3.8 billion during FY 1986 and was 
expected to increase even more in FY 1987 as 
Japa!1ese companies continue to shift their pro
duction overseas and cut production costs in re
sponse to the high yen. Over one-fourth of 
Japanese investment in the United States has 
been in the electrical machinery industry in the 
Southwest. 

Japan's trade surplus rose from $92.8 billion 
in 19~6 to $96.5 billion in 1987. Exports, meas
ured m terms of dollars, increased only one-half 
as much as they did in 1986, or by 9.6 percent, 
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rising to $229.2 billion. However, in terms of vol
ume, exports actually fell 1. 7 percent, reflecting 
the adverse affects of the high yen. The value of 
total imports to Japan rose 18.2 percent, from 
$126.4 million (c.i.f.) in 1986 to $149.4 million 
in 1987 because of higher domestic demand and 
lower prices of imports. During the first 9 months 
of 1987, imports from the Asian NIC's rose 51 
percent in value over these in the corresponding 
period of 1986, mostly because of the enhanced 
price competitiveness of their products in the 
Japanese market, in the wake of the yen's appre
ciation. The composition of imports from these 
countries shifted from textiles and sundries to 
low-value-added consumer electronic and steel 
products. Many Japanese companies have made 
conscious decisions to move out of some of these 
product areas into higher value-added goods. 

Merchandise Trade With the 
United States 

The U.S. merchandise trade deficit with Ja
pan declined to $57.1 billion in 1987 from $59.1 
billion in 1986, or by 3 percent. However, many 
analysts had predicted that the realignment of the 
dollar-yen exchange rate would reduce the deficit 
even more. Economists continued to claim that 
the ~nd of the "J curve" effect was within sight.1 
During 19 8 7, Japanese export industries at
tempted to hold increases in their dollar-denomi
nated export prices to a minimum in order to 
preserve their market shares. However, by 
yearend, there were signs that the Japanese were 
starting to once again put profits ahead of sales 
volume. Industries such as consumer electronics 
are shifting their production facilities to low-cost 
labor countries in Southeast Asia and focusing on 
producing higher value-added products at home. 
Dollar-denominated products from the Asian 
NIC's seemed to gain the greatest benefit from 
expanded domestic demand in Japan, and im
ports of luxury goods fro'll Europe were also 
popular among Japanese consumers. Reverse im
portation of products manufactured at Japanese
owned factories abroad, including the United 
States, is expected to increase as more industries 
move offshore. 

The value of imports from Japan rose from 
$82.0 billion to $84.0 billion in 1987, or by 2 
percent (table 4-5). Imports of manufactured 
goods (SITC secs. 5, 6, 7, and 8) totaled $82.5 
million and accounted for 98 percent of total im
ports from Japan in 1987. Imports of autos and 
other miscellaneous vehicles remained relatively 
~teady at 29 percent of total imports from Japan 
m 1987 compared with 30 percent in 1986 (see 
table B-10). Imports of computer parts in
creased from $1. 7 billion in 19 8 6 to $ 2. 8 billion 
in 1987, or by 65 percent, the highest jump in 

1 .T~e J-curve effect occurs following a currency appre
~Jallon that caus~s a trade surplus to grow before declin
ing. See Operation of the Trade Agreements Program 
38th Report, 1986, July 1987, p. 4-22. ' 



value for any product category. The primary rea
son for this increase was strong demand in the 
United States for personal computers and related 
equipment. Other import product categories that 
showed a large increase in value from 1986 to 
1987 were chassis, bodies, and other parts of mo
tor vehicles (22 percent), monolithic integrated 
circuits or semiconductors ( 42 percent), and 
electrical switches ( 42 percent). 

Imports of trucks valued at $1,000 or more 
dropped from $4.8 billion to $4.2 billion during 
1986-87. Imports of metal-working machine 
tools declined from $792 million to $735 million 
during 19 8 7, partly because of the import re
straints implemented by the United States as of 
January 1987 on four types of metalworking ma
chine tools. Imports of tape recorders, magnetic 
recording media (tape cassettes), and micro
phones showed a drop in value during 1987 com
pared with those in the previous year, partly 
because of competition from lower priced con
sumer electronic products imported from the 
NIC's. Imports of accounting and computing ma
chines declined from $584 million to $581 mil
lion, largely because of the tariff increase 
imposed on lap top computers in conjunction with 
the dispute over semiconductors in April. 1 

As shown in table 4-5, U.S. exports to Japan 
rose by 18 percent, from $22. 9 billion in 1986 to 
$26.9 billion in 1987. The value of total U.S. 
exports to Japan increased because of higher 
shipments of manufactured goods, which grew by 
18 percent over those in 1986, at $12.4 billion. 
Exports of office machinery, aircraft parts, digital 
CPU's, electronic tubes, parts of compression ig
nition engines, and electrical measuring equip
ment showed the largest gains. The value of 
exports of logs increased by 43 percent, from 
$789 million in 1986 to $1.1 billion in 1987, partly 
as a result of tariff cuts on forest products imple
mented in 1987 and also because of the yen's ap
preciation that resulted in lower prices for these 
products.2 Other agriculture products exhibiting 
an increase in value were seed corn and fresh or 
chilled beef and veal. Exports of unwrought un
alloyed aluminum rose from $156 million in 1986 
to $305 million in 198 7, partly as a result of tar
iffs that dropped from 9 percent to 5 percent ad 
valorem effective April l, 1987 ,3 The most nota
ble decline in terms of value was exports of air
craft, which fell from $1.2 billion in 1986 to $1.1 
billion in 1987, reflecting a decline in shipments 
of one or two aircraft. 

1 For more details on the semiconductor dispute see 
United States-Japan Bilateral Trade Issues helo~. 
2 See Operation of the Trade Agreements Program, 37th 
Report, 1985, pp. 167-68. 
3 See Operation of the Trade Agreements Program, 38th 
Report, 1986, p. 4-30. 

Major Policy Developments Affecting 
Trade 

Restructuring the Japanese Economy 

In 1987, Japan continued its policies aimed 
at restructuring the economy away from its de
pendency on exports towards domestic-demand
led growth. In recent years, the United States 
and other industrialized countries have urged Ja
pan to stimulate domestic demand and reduce its 
trade surplus. Many large exporters (steel, elec
tronics, shipbuilding, and auto industries) are di
versifying into advanced, premium-line products 
and are developing new manufacturing techniques 
in order to maintain their market shares overseas. 
However, other industries such as textiles, ceram
ics, and cutlery are redesigning old products and 
developing new ones suited for the domestic mar
ket. Rising incomes, shorter working hours, an 
aging population, and an increase in women en
tering the workforce are helping fuel demand for 
banking services and leisure facilities. The Gov
ernment has responded with policies designed to 
improve the quality of life and to reduce skyrock
eting land prices in the Tokyo region. Tax re
form proposals, deregulation of certain sectors 
such as financial services and fiscal stimulus poli
cies were all part of the Government's efforts to 
restructure the economy in 1987. 

Many of these measures were rooted in the 
1986 Maekawa report and its successor.4 A final 
version of the followup to the 1986 Maekawa Re
port was released in April 1987, two weeks before 
Prime Minister Nakasone was expected to meet 
with President Reagan in Washington. The 1987 
report closely followed the recommendations of 
the original report that called for a restructuring 
of the export-led economy to one driven by do
mestic demand, with the aim of reducing the 
country's trade surplus. The report's recommen
dations included relaxing Government regL1lations 
in certain sectors of the economy, implementing 
fiscal measures to spur domestic demand, ex
panding public funding for housing, increasing 
imports of manufactured goods and promoting 
the abolition of tariffs on manufactured goods in 
the Uruguay Round. With the U.S. Congress 
looking more for actions than proposals, the re
lease of the report did not receive as warm a wel
come as its predecessor. However, it did lay the 
groundwork for the Government's fiscal stimulus 
program enacted a few months later. 

Fiscal Stimulus Measures 

On May 29, the Government of Japan an
nounced a set of "Emergency Economic Meas
ures" amounting to 6 trillion yen ($43 billion) in 
fiscal spending. The package was intended to 
stimulate domestic growth and increase imports. 

• Ibid., p. 4-24. 
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Table 4-5 
U.S. merchandise trade with Japan, by SITC No1. (Revl1lon 2), 1185-87 

SITC 
section 

(In thousands of dollars) 

No. Description 

0 Food and llve anlmals ••.........•••...•...•........ 
1 Beverages and tobacco ...... , ..••................. 
2 Crude materials, lnedlble, except fuel ............... . 
3 Mlneral fuels, lubrlcants, etc. . ........•............. 
4 Olis and fats, anlmal and vegetable ..•............... 
5 Chemicals .•...................................... 
6 Manufactured goods classlfled by chief materlal ....... . 
7 Machinery and transportation equipment ............. . 
8 Mlscellaneous manufactured artlcles ................. . 
9 Commodities and transactions not elsewhere 

classlfled ...... , ........... , .................... . 

1985 

3,987,900 
417,340 

3,948,895 
1,783,388 

55,924 
2,923,955 
1,268,658 
5,501,065 
1,457,415 

258,389 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,602,930 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Food and llve anlmals ............................. . 
Beverages and tobacco ........................... . 
Crude materials, lnedlble, except fuel ............... . 
Mineral fuels, lubricants, etc. . ..................... . 
Olis and fats, anlmal and vegetable ................. . 
Chemlcals ....................•••............•.... 
Manufactured goods classlfled by chief material ....... . 
Machinery and transportation equipment ............. . 
Mlscellaneous manufactured artlcles ••.•......•....... 
Commodities and transactions not elsewhere 

classlfled. . ......•............................ , , 

452,787 
31,817 

128,814 
65,963 
8,650 

1,381,562 
7,615,562 

51,968, 786 
5,841,081 

746,835 

Total . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . 68,241,856 

, Domestic exports, f.a.s. 
2 Imports for consumption, customs value. 

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

Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

1986 1987 

U.S. exports1 

4, 105,483 4,652,843 
390,401 864,489 

4,064,395 4,952,908 
1,312, 109 1,298,379 

54, 151 45,502 
3.111,444 3,445,766 
1,325,451 1,808,720 
6,213,261 7,066,791 
1, 779, 706 2,358,371 

534,445 409,861 

22,890,847 26,903,632 

U.S. lmportsz 

446-,600 392,916 
37,735 42, 162 

136,315 158,288 
79,567 88, 128 
10,899 17' 173 

1,757,976 2, 108,219 
6,833,650 6,569,742 

65,118,259 66, 716, 722 
6,736,153 7,077,426 

828, 720 837,723 

81,985,873 84,008,499 

The plan included $36 billion in public works ex
penditures and a $7 billion tax cut. 1 In addition 
to the $43 billion package, $1 billion was ear
marked for purchases of foreign manufactured 
goods. Most of the funds for the package were to 
be raised through proceeds from the sale of Gov
ernment stockholdings in Nippon Telegraph and 
Telephone Corp. and by issuing Government 
bonds. The announcement of the package was 
expected to relieve pressures on Prime Minister 
Nakasone in June at the Venice economic sum
mit. The stimulus measures were welcomed by 
U.S. officials, but were met with some skepticism 
since previously announced Japanese economic 
stimulus measures had fallen short of their spend
ing targets. The first part of the spending package 
was implemented in July when the Diet passed a 
2.08 trillion yen ($14.9 billion @ Yl39=$1.00) 
supplemental budget. The supplemental budget 

included $9.7 billion in public works outlays, and 
$1. 3 billion for public housing construction. This 
was the largest supplemental budget in 13 years. 
The supplemental budget raised the overall Japa
nese budget for FY 1987 to 56.2 trillion yen 
($404.3 billion at Y139=$1.00), representing an 
increase of 4.4 percent over that in FY 1986. 

1 In addition to the $43 billion package, the Government 
planned to advance by 2-years its 7-year plan to double 
official development assistance and to Increase disburse
ments to more than $7. 7 billion In 1990. In addition, 
$20 billion would be recycled over the next 3 years to 
assist developing countries. 
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Tax Reform 

Although the supplemental budget sailed 
smoothly through the Diet, the second part of the 
May economic stimulus plan, tax reform, met 
with stiff resistance. The ruling Liberal Demo
cratic Party (LOP) favored a tax cut of 1.3 trillion 
yen for middle-income workers and wanted to 
abolish the tax exemptions on small savings ac
counts or "maruyu" to pay for the cut. The op
position in the Diet supported a larger tax cut of 
about 2 trillion yen, and it wanted to retain the 
tax exemptions for maruyu accounts. The most 
controversial aspect of the tax reform debate was 
a proposal by Prime Minister Nakasone for a 5 
percent value-added tax introduced during the 
regular session of the Diet in January 1987. Fol
lowing a boycott of Diet proceedings by a coali-



lion of opposition parties and sharp criticism from 
labor unions, consumer groups, and business 
leaders, the proposal was withdrawn. A special 
session of the Diet was called in July to consider a 
new tax proposal that included elimination of the 
maruyu system, but the opposition again called 
for a boycott. Finally in September, the Diet 
passed a compromise measure containing a tax 
cut of 1.54 trillion yen ($11 billion), which elimi
nated some tax exempt categories of accounts un
der the maruyu system. It also reduced the 
number of tax brackets and lowered the top rates 
in response to the opposition demands. 

Financial Market Liberalization 

During 1987, Japan's Ministry of Finance 
continued its efforts to reform the Japanese finan
cial system and integrate it with the European and 
U.S. markets. Among the changes1 made in 
1987 were-

(1) The distinctions between commercial and 
investment banking activities were further weak
ened as the two types of firms were permitted to 
compete with each other in new markets such as 
certificates of deposit and bond futures; 

(2) Foreign bank holding companies were al
lowed to open securities brokerages or advisory 
offices. In June, U.S. banks were allowed to 
open joint venture securities firms with nonfinan
cial companies, but were limited to a 50 percent 
interest in the venture; 

(3) Regulations limiting the amount of for
eign holdings in trust and insurance company 
portfolios were liberalized in an effort to support 
the dollar; 

(4) In November, around-the-clock trading 
of Japanese bond futures was initiated; 

(5) Further steps were taken in the area of 
interest rate decontrol when the ceiling for money 
market certificates and large time deposits were 
abolished. In October, the minimum ceiling on 
large time deposits was lowered from Y300 mil
lion to Y100 million ($719,424). 

(6) The commercial paper market started 
operating on November 20 and by the end of the 
year at least 30 companies had outstanding issues. 
The trend towards internationalization of the yen 

1 Reform of Japan's finan;;ial :iystem began in 1he late 
1960's and gained momentum following the first oil crisis 
In 1973. A foreign exchange Jaw was enacted in 1980 
that liberalized external transactions, but retained con
trols on domestic markets. During 1985-87, a series of 
measures were taken to Implement the 1984 yen/dollar 
agreement between the United States and Japan. These 
measures focused on three broad areas: ( 1) increasing 
the yen's role in International markets; (2) deregulating 
Interest rates; and (3) institutional restructuring. Ase
ries of specific deregulation measures were enacted in 
conjunction with these goals including: introduction of 
new Instruments such as money market certificates, large 
time deposits, and short-term government notes; opening 
the Tokyo offshore money market; establishment of a 
government bond futures market; opening of the Tokyo 
Stock Exchange to foreign membership; and introduction 
of new regulations covering the investment advisory busi
ness. 

continued as foreign companies were permitted to 
issue yen-denominated commercial paper in 
Europe. 

Two major issues that the Ministry of Fi
nance (MOF) must resolve in the future are (1) 
the potential deregulation of interest rates paid on 
small deposits, and (2) the possible amendment 
of Article 65 of the Securities and Exchange Law 
that separates commercial banking and securities 
operations (similar to the U.S. Glass-Steagall 
Act). The MOF and the Ministry of Posts and 
Telecommunications (MPT) are at odds over the 
best strategy to deregulate interest rates on small 
deposits. MPT wants to offer money market cer
tificates in small units that would be affordable to 
all savers. MOF claims that the cost of deposits 
would skyrocket and that small financial institu
tions would have a difficult time competing with 
the postal savings system, which still includes 
some tax-exempt accounts. Negotiations between 
the two ministries on this issue are expected to 
continue in 1988. 

The Government of Japan favors reducing 
the barriers between commercial banking and se
curities firms. However, both banks and broker
age firms oppose any changes that would 
adversely affect their own interests. Thus far, 
MOF has followed an even-handed strategy in 
giving both groups equal or equivalent access to 
new markets. If the U.S. Congress is successful in 
weakening the Glass-Steagall Act, it could lead to 
reform of Article 65 of the Securities and Ex
change Law in Japan.2 

From the viewpoint of the United States and 
Europe, Japan has not deregulated its markets 
fast enough, making only piecemeal changes to 
the financial system. U.S. banks and brokerage 
firms continue to complain that commissions on 
stock transactions are fixed, that there is no treas
ury bill or repurchase agreement market, that op
tions are prohibited, and that the equity futures 
market is incomplete. As of September 1987, the 
19 U.S. banks out of a total of 80 foreign banks 
in Japan accounted for less than 3 percent of to
tal banking assets. Foreign securities firms ac
counted for less than 3 percent of turnover on the 
Tokyo stock exchange. 

United States-Japan Bilateral Trade 
Issues 

Overview 

The catch phrase describing U .S.-Japanese 
trade relations in 1987 seemed to be "actions 
speak louder than words." Pent-up frustrations 
over several issues reached a boiling point in 19 8 7 
and, unlike previous years, the U.S. Government 

2 "Financial Liberalization in Japan: Update and Im
pact", Japan Economic Institute Report, Japan Eco
nomic Institute, Feb. 12, 1988. 
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decided to react with specific measures rather 
than prolonging bilateral discussions. The first 
major action came in April when President 
Reagan announced he was imposing sanctions on 
Japan in the form of higher tariffs on certain elec
trcmic products for failing to enforce some provi
sions of the 1986 semiconductor agreement. The 
retaliatory steps were greeted with applause on 
Capitol Hill, but met with harsh criticism in Ja
pan. As the year progressed, it became apparent 
that the higher tariffs may have actually benefited 
Japanese companies by increasing their profits, 
and causing shortages and raising prices for U.S. 
consumers of the products affected. 

The delicate trade-off between profit motives 
and the need for guarding against diversions of 
military technology was highlighted in June fol
lowing the disclosure of sales of sensitive technol
ogy by Toshiba Machine Corp. to the U.S.S.R. 
Television images of U.S. Congressmen smashing 
Toshiba products in front of the Capitol building 
graphically illustrated to the world the depth of 
outrage of legislators over the sales. Japan may 
have miscalculated the reaction among U.S. offi
cials in waiting so long to disclose the sales. Sub
sequent legislation banning Toshiba products 
seemed unfair to the Japanese since the punish
ment was imposed retroactively and Toshiba was 
just one of many violators of export control regu
lations. The incident cast a shadow over U .S.-Ja
pan security cooperation, which had appeared to 
be on the upswing. 

The final conflict in bilateral relations oc
curred in the fall following the release of a GA TT 
dispute settlement panel's decision in the 
GA TT-12 case, which found the majority of Japa
nese agricultural quota categories under consid
eration to be GA TT inconsistent. Developing a 
response to the panel's report was the first major 
task for newly elected Prime Minister Takeshita. 
Under pressure both at home and abroad, the 
Japanese Government finally gave in to powerful 
dairy interests in Japan and blocked acceptance 
of the panel's report by the full GATT. Never
theless, the decision in the GA TT case supporting 
the United States' position provided some hope 
that, at the minimum, import quotas on the af
fected products would most likely be removed 
and, at best, restrictions on other important agri
cultural products like beef, citrus, and rice might 
be liberalized. 

Despite what appeared to be one direct con
frontation after another on trade issues in 1987, 
with relations reaching all time lows in such vital 
areas as high technology, defense, and agricul
ture, the two sides still managed to exercise some 
restraint in their actions and continued to cooper
ate and consult in these and other areas. 

Progress was made on other fronts: the Mar
ket Oriented Sector Selective (MOSS) talks on 
auto parts were concluded and bilateral negotia-
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tions resulted in market-opening measures on 
other agricultural products, fisheries, supercom
puters, alcoholic beverages, and legal and finan
cial services. Other issues, notably Kansai airport 
construction, telecommunications, video piracy, 
and semiconductors, proved much more difficult 
to resolve. 

The two countries met in the fall to discuss 
renewal of the 1980 United States-Japan Science 
and Technology Agreement that provides for ac
cess to Government-sponsored research and de
velopment efforts in both countries. The 
agreement was set to expire on January 31. 1988. 
There were concerns from the United States that 
the agreement was more advantagem1s to Japan 
because it gave many Japanese scientists access to 
basic research in leading edge technologies at 
U.S. labs, but only a few U.S. scientists have vis
ited industrial research centers in Japan. Most 
U.S. research and development funding comes 
from the Government, whereas in Japan the pri
vate sector supplies close to 70 percent of total 
funding. At yearend, the talks were deadlocked 
with the United States pushing Japan for recipro
cal participation in both private and Government
sponsored research projects. 

The watchwords in Congress during 19 8 7 
were "retaliation" and "reciprocity." Amend
ments to the proposed trade bill relating to 
U .S.-Japanese trade ranged from the all- encom
passing "Gephardt" amendment to the provisions 
concerning specific areas such as construction 
services, banking, and telecommunications. The 
administration threatened to veto a bill containing 
many of these provisions, but the warnings did 
not quell the frustrations of legislators in the face 
of continued Japanese intransigence on these is
sues. 

Other issues that emerged or appeared to be 
moving to the forefront of the bilateral agenda in 
1987 were marketing of digital audio technology 
in the United States and development of space 
and high-technology products such as supercon
ductors. There were also rising concerns about 
Japanese direct ownership of U.S. companies, 
buildings, land, and other assets. Fujitsu Ltd. 
withdrew its offer to buy Fairchild Semiconductor 
Corp. in March 1987 after the proposed sale was 
criticized by the United States for having potential 
national security implications. The controversy 
surrounding the proposed sale led to the intro
duction of legislation later in the summer that 
would restrict foreign mergers with, or acquisi
tions of, U.S. firms. 

Semiconductors 

The United States finally added some muscle 
to its threats on March 17, 19 8 7, when President 
Reagan announced that he was taking retaliatory 
actions against Japan for failing to fulfill its com
mitments under the September 1986 semiconduc-



tor agreement. 1 The President announced that 
tariffs on 300 million dollars worth of Japanese 
exports of certain electronic products would be 
raised to a level of JOO percent ad valorem. The 
President's action followed a series of bilateral 
discussions during October through December 
1986 and emergency consultations in January 
1987, during which the United States gave Japan 
a deadline for enforcing the agreement's provi
sions. In announcing the sanctions, the President 
cited U.S. Department of Commerce statistics 
showing that Japan had failed to enforce those 
provisions of the 1986 agreement aimed at in
creasing access of U.S. producers to the Japanese 
market and at eliminating dumping in third-coun
try markets. Bipartisan support for the sanctions 
gained momentum on March 19 after the Senate 
Finance Committee passed a nonbinding resolu
tion calling for the President to take retaliatory 
actions under section 301 of the Trade Act of 
1974. 

A public hearing was held on April 13 to de
termine which products containing Japanese 
semiconductors would be subject to increased tar
iffs. Certain portable and desktop microcomput
ers with 16 bit microprocessors, 18-through 
20-inch color televisions and three types of power 
handtools were selected for 100 percent tariffs ef
fective April 17. Tariffs were not imposed di
rectly on semiconductors in order to minimize the 
adverse effects on American consumers and pro
ducers. However, personal computers were sin
gled out because Japanese manufacturers of 
computers, including Mitsubishi Electric Corp., 
Toshiba Corp., and NEC Corp., are also major 
suppliers of semiconductors and had allegedly 
violated the pact. President Reagan indicated 
that he would lift the trade sanctions only when 
there was "firm and continuing evidence" that 
dumping in third-country markets had ceased and 
that U.S. companies had gained greater access to 
the Japanese market. 

Despite opposition from some legislators and 
the semiconductor industry, on June 8 at the 
opening of the economic summit in Venice, Presi
dent Reagan lifted $51 million, or 17 percent, of 
the $300 million in sanctions. The tariffs on tele
vision sets were reduced from 100 percent to their 
previous level of 5 percent ad valorem. The 
President claimed that the Japanese had raised 
their prices of DRAMS and that third-country 
dumping had abated somewhat. On November 2, 
the President lifted an additional $84 billion of 
the sanctions based on U.S. Department of Com
merce data showing that Japanese dumping of 
semiconductors had stopped. 

By the end of 1987, U.S. semiconductor pro
ducers, the U.S. consumer electronics industry, 
and the Japanese all held different opinions on 

1 See Operation of the Trade Agreements Program, 38th 
Report, 1986, July 1987, p. 4-26. 

the effects of the April sanctions. As some semi
conductor consumers had predicted, shortages of 
DRAM's appeared and prices rose at least 10 per
cent, causing computer companies to delay filling 
orders. In addition to production cutbacks or
dered by Ministry of International Trade and In
dustry (MITI) after the sanctions were imposed, 
the shortages could also be attributed to problems 
associated with manufacturing a new generation 
of semiconductor, the one-megabyte chip. U.S. 
consumers have reportedly been forced to recon
sider their dependence on Japanese suppliers and 
have pressured U.S. manufacturers into reenter
ing the DRAM manufacturing business. The 
Japanese, in the meantime, have allegedly in
creased their profits, decreased their capital in
vestments, and diversified into new areas of 
semiconductor production. At yea rend, 
$165 million in sanctions remained in effect, re
flecting U.S. dissatisfaction with enforcement of 
the market access provisions of the 1986 agree
ment. Meanwhile, the Japanese claimed that 
U.S. producers have not shown any commitment 
to their market or are not capable of supplying 
the types of chips that Japanese electronics com
panies need. 

Export Control Violations 

One of the most serious crises in U .S.-Japa
nese relations occurred in mid-June when it was 
disclosed that Toshiba Machine Co., a subsidiary 
of Toshiba Corp., had illegally shipped several 
computer-controlled milling machines to the 
U .S.S.R. between 1982 and 1984.2 The exports 
occurred in violation of the Coordinating Com
mittee for Multilateral Export Controls 
(COCOM) rules.3 The shipments were consid
ered to be militarily sensitive because they could 
be used by the U.S. S. R. to retool the propellers 
on their submarines to make them quieter. 
Toshiba Corp. maintained that it was unaware of 
its independently managed subsidiary's actions; 
but, nonetheless, its two top officials resigned 
shortly after the disclosure.4 Reports of the dis
closure were met with outrage by many officials in 
the United States. It was estimated that the costs 
of restoring U.S. submarine tracking abilities 
could range from $2 billion to $30 billion. 

The Toshiba incident occurred at an awk
ward time for V .S.-Japanese defense relations. 
The two countries were expected to sign a coop
eration agreement on Strategic Defense Initiative 
research in July, a meeting of COCOM was 
scheduled for that month, and a disagreement 

2 Kongsberg Vaapenfabrik of Norway also sold similar 
equipment to the U.S.S.R. 
3 Established in 1949, COCOM is a non treating- based 
organization composed of all the members of NATO, 
plus Japan, but minus Iceland. One of its functions is to 
make lis1s of items that members must no1 export to the 
Soviet Union, its East European allies, and in some cir
cumstances, China, Cuba, North Korea, Vietnam, 
Kampuchea, and others. 
•Two other Toshiba officials were arrested later. 
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over whether Japan would build its own FSX 
fighter had been brewing for a couple of months. 
The uproar over the Toshiba sales added a degree 
of uncertainty and confusion to these issues. 

Following the disclosure of the sales, Japan 
immediately responded. On June 29, Prime Min
ister Nakasone assured U.S. Secretary of Defense 
Caspar Weinberger that Japan would tighten its 
export control regime. He also announced that 
Toshiba would help the United States improve its 
anti-submarine warfare capabilities as panial 
compensation for the damage caused by the ship
ments. In addition, Japan banned all exports by 
Toshiba Machine Co. to the Soviet bloc for one 
year. These offers and promises by Toshiba to 
allow U.S. officials to audit their internal proce
dures for diversions failed to mollify U.S. legisla
tors. 

On June 30, the Senate approved an amend
ment to the omnibus trade bill that would impose 
a 2-to 5-year ban on imports of goods produced 
by Toshiba and Kongsberg Vaapenfabrik of Nor
way. The amendment covered goods from parent 
companies, affiliates, subsidiaries, and successor 
companies. The measure was unusual because it 
singled out !.pecific companies and applied sanc
tions retroactively to actions that occurred before 
the legislation was passed, raising questions ahout 
its constitutionality. The amendmt:nl would also 
apply to companies that violate export control 
regulations in the future. Certain goods were ex
empted from the ban such as goods shipped un
der contracts signed before May I and products 
deemed essential for defense. It was estimated 
that the ban could cost Toshiba $ 2. 5 hi Ilion annu
ally in lost sales. In addition, there were con
cerns that some of the 4,000 Toshiba employt:es 
in the lJnited States would he laid off. 

Measures similar to the Senate amendment 
were introduced in the House where some repre
sentatives favored a permanent ban on imports of 
Toshiba products and called for Japan and Nor
way to pay compensation for damage to U.S. se
curity as a result of the sales. 1 However, the 
administration made it clear that it opposed any 
ban on Toshiba products. 

Much of the furor in Congress was a result of 
long-standing frustration by lawmakers over previ
ous violations of COCOM regulations by other 
companies, Japan's laxness in enforcing both its 
own export control laws and those of COCOM, 
and the fact that Japan had stalled for months 
after being warned by the United States about the 
violations before disclosing the sales. In response 
to the strong reaction in the United States, on 
July 31, the Japanese cabinet approved measures 
to tighten the country's 1980 Foreign Exchange 

1 In early 1988, House conferees on the trade bill offered 
a counter proposal that contained mandatory sanctions 
against Toshiba Machine Co. and gave the President 
discretionary authority on whether to punish its parent, 
Toshiba Corp. 
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and Foreign Trade Control Law. The new law 
(enacted in September) raised the prison sen
tences for violators of COCOM regulations from 
three to five years. The law also gives the Minis
try of Foreign Affairs an official role in evaluating 
export shipment permits. Previously, MITI was 
solely responsible for reviewing export permits. 

Agriculture 

Japan is the largest market for U.S. agricul
ture exports. In 1987, U.S. agriculture exports to 
Japan totaled approximately SS .6 billion. Despite 
the high level of U.S. exports in this sector and 
some measures taken to open its markets, tariffs, 
quotas, and technical barriers continue to restrict 
agricultural trade with Japan in several important 
product categories.2 In 19 8 7, pressures for re
form of Japan's agriculture policies increased 
from the United States and by interest groups 
within Japan such as Keidanren. As a result, Ja
pan promised in April 19 8 7 to put its agriculture 
policies, including policies on rice, on the table in 
the Uruguay Round to the extent that other coun
tries do the same. 

GATT 12 

The GA TT dispute panel investigating the so
called GATT-12 case met twice in 1987.3 The 
United States claimed that Japan's import restric
tions on 12 agricultural product categories were 
inconsistent with Japan's obligations under the 
GATT. 4 Japan claimed that its import curbs were 
legal under GA TT because the products in ques
tion are state-traded items. The United States 
rebutted this argument, saying that the restrictions 
constitute quotas whether or not they are state
traded and that the state-traded argument could 
set a dangerous precedent for other industrial sec
tors if allowed to stand. 

On October 30, the GA TT dispute panel 
ruled that Japan's import quotas on 10 of the 12 
product categories were in violation of article XI, 
which prohibits quantitative restrictions on im
ports, and recommended that Japan's import re
strictions on these products be lifted. Quotas on 
the other two categories of products (peanuts and 
dried beans) were found to be consistent with the 
GA TT, but not large enough. Following the pub
lic release of the GA TT panel's decision, there 
was heated debate among Japanese Government 

2 Sec Operation of the Trade Agreements Program, JSth 
Report, 1983, pp. 259-264. 
3 The United States initiated a proceeding against Japan 
under art. XXlll of the GATT on June 30, 1983, claim
ing that import quotas on categories of agriculture prod
ucts were in violation of the GA TT. Consultations were 
held in July and September 1983. However, on June 29, 
1984, the United States announced it was dropping the 
GATT case for two years in exchange for the elimination 
of quotas and the lowering of tariffs on certain other 
agriculture products. Bilateral discussions were resumed 
in 1986, but failed to produce meaningful results. In July 
1986, the U.S. Government announced it was reinvoking 
GATT dispute settlement procedures. 
• See ch. 2 for information on the 12 product categories. 



agencies and agricultural interest groups on how 
to respond to the report's recommendations. On 
December 3, at a full meeting of the GATI, Ja
pan announced that it refused to accept the pan
el's recommendations in full, saying it would lift 
import restrictions on only 8 out of the 10 agricul
ture product categories. Restrictions on starch 
and powdered and condensed milk would not be 
removed. Japan's refusal to accept the panel's 
recommendation forced the GA TI to postpone 
consideration of the report until its next meeting 
in February 1988. In the meantime, it was ex
pected that the decision would strengthen the 
U.S. negotiating hand in favor of reforming 
Japan's policies towards other agricultural prod
ucts such as beef, citrus, and rice. 

Beef and citrus 

Over the past 10 years, the United States has 
urged Japan to lift its import quotas on beef and 
citrus. Following prolonged negotiations in 1984, 
Japan agreed to expand its quotas for beef, fresh 
oranges, and orange juice over the 4-year period 
ending in March 1988. In addition, Japan agreed 
to modify its beef import system to allow Japanese 
end users to negotiate product specifications and 
prices with foreign suppliers. Despite these modi
fications, Japan's Livestock Industry Promotion 
Council (LIPC) and the Ministry of Agriculture, 
Forestry and Fisheries (MAFF) retained broad 
controls over pricing and distribution of imported 
beef. 

On August 13, 1987, the MAFF announced 
that it would raise Japan's beef import quota by 
37 ,000 metric tons to 214,000 metric tons for FY 
1987-88.1 Although this was a larger annual in
crease than the 1984 negotiated increase in the 
quota, beef prices for Japanese consumers were 
still expected to remain high, at five to six times 
the price paid by U.S. consumers. 

With the March 1988 expiration date for the 
4-year agreement approaching, the two countries 
appeared to be far apart in their positions. Japa
nese officials claimed that they could only expand 
their quotas, but not eliminate them. The United 
States, armed with the GATI-12 decision, was 
insisting that Japan eliminate the quotas. Some 
U.S. officials predicted that the United States 
would ask for an investigation by the GA TI if an 
agreement were not reached before the March 
31, 1988, deadline. 

Fishery products 

On March 20, 1987, the United States and 
Japan settled a dispute over Japanese restrictions 
on imports of processed pollack and herring. The 
United States had requested bilateral consulta-

1 Under the 1984 bilateral understanding on beef and 
citrus, Japan agreed to expand its imports of fresh or
anges by 11, 000 tons per year during 1984-87. The 
quota on orange juice was raised by 500 tons per year 
through 1987. 

tions under GATI article XXIII: 1 in August 
1986, maintaining that Japanese quotas on these 
two categories of fish products and other catego
ries violated GA TT provisions. Following numer
ous discussions between the two countries, Japan 
agreed to ensure that its quota on processed pol
lack would not restrict U.S. exports, and to en
large its quota for herring. The accord is 
expected to increase U.S. fish exports to Japan by 
$300 to $400 million over the next S years. 
Based on this understanding, the United States 
decided to suspend temporarily its GA TT case. 

Kansai International Airport 

During 1987, the U.S. Government contin
ued to urge Japan to allow foreign firms fair op
portunities to supply equipment and services for 
the Kansai International Airport project and 
other construction projects expected to total $60 
billion over the next 10 years.2 The year started 
out on a somewhat hopeful note when Bechtel 
Civil Corp., Delnorte Technology, Inc., and Rex
nord Inc. were each awarded contracts to supply 
services to the project. However, the combined 
total of these contracts and others to date repre
sents less than 1 percent of the total value of the 
project. U.S. officials remained concerned about 
the Japanese "designated bidding" system, which 
gives only selected suppliers access to design 
specifications and allows them to submit bids. A 
major problem with the designated bidding system 
from the U.S. viewpoint is that Japanese firms 
that are privy to project specifications in advance 
of the bidder selection can line up subcontractors 
and equipment suppliers in order to present more 
responsive bids. 

During bilateral negotiations in 1987, the 
United States sought to obtain better information 
on expected procurements for the project, and to 
ensure that the procedures used to award bids 
were fair and open to foreign firms. At yearend, 
despite several apparent concessions, U.S. offi
cials were still concerned about the amount of 
discretion Japanese procurement officials could 
exercise in awarding contracts. 

Throughout the year, bilateral discussions on 
Kansai were undertaken against a backdrop of 
mounting pressures from Congress to take retali
atory action and the possibility of a recommenda
tion for a self-initiated trade complaint under 
section 301 by the Economic Policy Council. On 
December 3, the House of Representatives ap
proved an amendment to the omnibus appropria
tion bill that would prohibit Japanese firms from 
providing goods and services for federally funded 
construction projects during FY 1988. In the 
Senate, Senator Frank Murkowski (R-Alaska) 
succeeded in attaching amendments to six 
authorization bills that would require reciprocity 

2 See Operation of the Trade Agreements Program, 38th 
Report, 1986, pp. 4-27 and 4-28. 
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in participation on public works projects. The 
Murkowski amendment prohibits foreign con
struction firms from participating in federally 
funded public works projects if their governments 
do not grant reciprocal access. A compromise 
amendment was eventually added to the continu
ing resolution by both Houses on December 21, 
1987, which bars Japan from participating in fed
erally funded construction projects of over 
$500,000 during FY 1988.1 

Supercomputers 

For the past several years, the United States 
has expressed serious concerns about the lack of 
penetration by U.S. supercomputer firms in 
Japan's public sector market, the second largest 
in the world. Although U.S. producers account 
for over 85 percent of the world market, they 
have succeeded in selling only six machines in Ja
pan out of a total of forty-five. U.S. producers 
such as Cray Research, Inc., ETA Systems (a unit 
of Control Data) and IBM have been competitive 
in the private sector, but the public sector has 
been dominated by such Japanese firms as NEC, 
Fujitsu, and Hitachi. The major reason cited in a 
U.S. Government report for the lack of public 
sector sales by U.S. firms was a nontransparent 
and arbitrary procurement process, including an 
informally sanctioned "Buy Japan" preference by 
public sector procurement officials. In t 987, 
some progress was made in ensuring that U.S. 
firms have fair opportunities to compete in the 
Japanese public market for supercomputers. 

In June, the United States and Japan 
reached a tentative agreement providing for more 
open procurement procedures by Japanese public 
agencies. On August 7, the two countries ex
changed letters formalizing the agreement under 
which Japan will simplify its bidding and procure
ment procedures. Japan agreed to an early im
plementation of open bid and tender procedures 
of the amended GA TT Government Procurement 
Code and to use those procedures for all entities 
both public and quasi-public that procure super
computers.2 Japan submitted a list of 92 "cov
ered entities" and an additional list of 
quasi-governmental agencies which will imple
ment the Code's procedures for rentals, leases, 
and purchases of supercomputers. Japan also 
agreed to adopt more transparent procedures 
during the initial prebid period. Under these pro
cedures, prospective domestic and foreign bidders 
are given 60 days after public announcement of a 
plan to submit their proposal, during which time 
the participating agency holds explanatory ses 

1 Both the House and Senate versions of the trade bill 
contained language requesting a sec. 302 investigation of 
Japanese bidding practices. 
2 All Government Procurement Code i.ignatories are 
s~heduled to implement the amended Code in January 
1988, however, Japan agreed to adopt the new procure
ment procedures for supercomputers effective Aug. 1, 
1987. See ch. 2 discussion on Government Procurement 
Code. 
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sions for the bidders. Following a "market re
search" period, the public sector entity has a 
minimum of 80 days to develop exact hardware 
specifications. Bidders then have 40 days to pre
pare a final bid. Public agencies can procure su
percomputers through either competitive bid or 
sole-source tendering; however, there are certain 
restrictions that must be met in carrying out sole
source bids. The agreement also provides for a 
formal mechanism to handle complaints and for 
an annual review of these new procedures. 

Another concern of U.S. officials and pro
ducers-discounted pricing practices by Japanese 
supercomputer companies-was not resolved in 
the August agreement, but both sides agreed to 
hold further discussions on the issue. Japanese 
suppliers have reportedly been offering their su
percomputers at 70 to 80 percent below list price 
to several U.S. and Japanese universities. Such 
price discounting is allegedly disguised through 
"buy back" deals or arranging software develop
ment by the recipient universities. 

Telecommunications 

International telecommunication services 

The controversy over foreign access to 
Japan's market for international phone service 
heated up during 1987 .3 The main issues at stake 
were whether the Government of Japan would 
permit up to one-third foreign ownership in a 
consortium formed to provide international tele
communications services and whether the consor
tium would be permitted to lay its own cable 
rather than to lease from Kokusai Denshin Denwa 
(KDD). In March 1987, formal talks were held 
between the two consortia vying for a license to 
compete with KDD. At that meeting the media
tor, apparently representing the Japanese Gov
ernment's viewpoint, proposed to merge the two 
consortia and to limit the share of any one foreign 
company to 3 percent. 

The proposal set off a firestorm of protests in 
the United States and Great Britain whose ad
ministrations argued that the proposal was con
trary to the c;pirit of the 1985 MOSS talks 
agreement and subsequent Japanese deregulation 
laws that allowed for up to one-third foreign par
ticipation in international telecommunications 
ventures. A flurry of letters from high-level U.S. 
and British officials including President Reagan 
and Prime Minister Margaret Thatcher followed. 
Both leaders urged Prime Minister Nakasone to 
uphold his 1985 promise to liberalize Japan's 
telecommunications market and allow foreign 
participation. 

At about the same time, on March 19, the 
Senate passed a resolution calling for the Presi
dent to take actions to ensure that Japan's com
mitments under the MOSS talks were fulfilled. 

3 See Operation of the Trade Agreements Program, JBth 
Report, 1986, p. 4-28. 



An amendment by Senator Danforth to the omni
bus trade bill calling for retaliation against coun
tries denying U.S. telecommunications firms 
reciprocal access to their markets passed the Sen
ate Finance Committee on May 7, 1987. By the 
end of 1987, MPT had approved applications 
from both consortia to provide services, but had 
not decided whether it would permit C'Jnstruction 
of a cable. 

Mobile telephones 

Trade frictions over U.S. access to the Japa
nese mobile telephone market (car phones) 
flared up briefly and then died down during the 
first few months of 1987.1 In early 1987, MPT 
awarded the highly lucrative Tokyo to Nagoya 
market for mobile phones to Teleway Japan 
Corp., which plans to utilize the Nippon Tele
graph and Telephone (NTT) system. Daini-Den
den Inc., which uses the Motorola system was 
allocated the services distribution region west of 
Kyoto. The United States immediately protested 
the decision, noting that the area awarded to 
Teleway Japan composed about SO percent of the 
country's mobile phone market. High-level U.S. 
officials raised the issue with the Japanese in a 
letter, during MOSS talks in March, and during 
discussions with Prime Minister Nakasone on 
March 6. In addition, meetings between Daini
Denden and Motorola were held. In late April, 
MPT announced that it would assign additional 
districts to Daini-Denden (Hokkaido and 
Tokoku). Although the new area was still smaller 
than Teleway Japan's district, Motorola generally 
accepted MPT's decision and began working with 
Daini-Denden to service the assigned area. 

Automobiles and Parts 

Voluntary restraint agreement 

In late 1987, divided views emerged as to 
whether the voluntary export restraints on Japa
nese auto exports to the United States should be 
extended beyond their scheduled expiration date 
of March 31, 1988. Proponents of eliminating 
the restraints claimed that economic conditions 
had changed since 1981 when the restraints were 
first enacted and that the restrictions were no 
longer warranted. Japanese auto exports dropped 
10.2 percent from 1986, to 3.09 million units in 
1987. The decline in export volume was due to 
the appreciation of the yen, which forced Japa
nese auto manufacturers to raise the prices on 
their vehicles, making them less competitive in 
the United States. (The value of Japanese auto 
exports actually rose from $23.6 billion in 1986 to 
$ 24. 0 billion in 19 8 7.) As a result, some M ITI 
officials and Japanese auto industry officials ar
gued that 1988 would be a good year to discon
tinue the quotas since it was unlikely that the 2.3 
million unit ceiling would be reached. Sluggish 

1 See Operation of the Trade Agreements Program. 38th 
Report, 1986, p. 429 

car sales, increasing supplies of autos from Japa
nese "transplant" operations, stiffer competition 
from low-priced competitors such as Korea, and 
increasing use of sales incentives by U.S. 
automakers helped buttress this argument. On 
the other hand, the United Auto Workers argued 
that Japan should reduce its export level to offset 
the high Japanese content of autos assembled in 
the United ~tales and to protect U.S. workers' 
jobs. However, rising protectionist sentiment in 
Congress and the threat of trade legislation prob
ably had the greatest impact on the decision. On 
January 29, 1988, MITI announced it would ex
tend the restraints for the eighth year through 
March 31, 1989, at the level of 2.3 million units. 
The extension was expected to have little effect 
on consumers because the Japanese have already 
shifted into the higher priced, mid-sized and full
sized lines. In the low-priced segment of the mar
ket, consumers have turned to less expensive im
ports from Korea and Yugoslavia. 

Auto parts 

The first phase of the MOSS talks on trans
portation machinery concluded on August 18, 
1987, after a year of meetings between Japan and 
the United States. The primary negotiating ob
jectives for the United States were to gain full ac
cess for U.S. auto parts firms to the original 
equipment (OEM) and aftermarket (replacement 
parts) for Japanese vehicles worldwide and to es
tablish long-term purchasing relationships with 
Japanese vehicle companies.2 

The talks that began on August 26, 1986, in
cluded three plenary sessions and seven working 
level meetings. During 1987, the working level 
discussions centered on devising a data collection 
system for monitoring purchases of U .S.-made 
parts by Japanese firms. This was a key objective 
for the U.S. industry in order to be able to evalu
ate the success of any agreement. In addition, it 
was felt that publication of such data might en
courage Japanese makers to increase their pur
chases of U.S. parts. At the sixth working group 
meeting held in late June, the Japanese Automo
bile Manufacturers Association (JAMA) pro
posed a voluntary data collection system to be 
carried out by the private sector with the encour
agement of the Government of Japan. Although 
the United States was generally prepared to ac
cept the proposal, details concerning Japanese 
plans for long-term purchasing arrangements had 
yet to be worked out at a final meeting scheduled 
for mid-August. 

On August 18, the MOSS talks concluded in 
Tokyo with the two countries agreeing that JAMA 
would collect and make available the following 
data: ( 1) the total value of U.S. manufactured 
parts purchased by Japanese vehicle manufactur
ers and their U.S. entities. to be compiled annu-

2 Ibid., p. 4-23. 
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ally for Japanese fiscal years (JFY) 1985 and 
1986 (Apr. 1 through Mar. 31) and semiannually 
for JFY 1987-91; (2) the total number of business 
contracts between U.S. suppliers and Japanese 
vehicle manufacturers in the United States and 
Japan, and the names of those suppliers that can 
be made public, to be made available at the be
ginning of each JFY through 1991; and (3) the 
total number of U.S. prototype samples ordered 
by Japanese vehicle manufacturers from U.S. 
parts suppliers for import into Japan for the 
12-month period from August 1986 through July 
1987. Although the U.S. industry was generally 
satisfied with the establishment of the monitoring 
system, there was some concern that the semian
nual data reporting (rather than quarterly report
ing) would allow JAMA to combine purchases 
from "transplants" in the United States with other 
purchases, thereby inflating the volume of parts 
actually exported by U.S. manufacturers. 

The two countries agreed that a technical ex
pert's group established during the MOSS talks 
will continue to meet on an ad hoc basis. In ad
dition, high-level meetings will be held to evaluate 
the progress of U.S. auto parts suppliers in 
achieving an increase in sales and long-term rela
tionships with Japanese vehicle manufacturers, as 
well as to resolve any future problems that might 
arise. 

Somewhat ironically, as the MOSS talks were 
concluding, U.S. exports of auto parts reached a 
historical high level of $262 million in 1987 com
pared with $225 million in 1986. The primary 
reasons for the increase in U.S. exports were the 
weakened dollar, which made U.S. auto parts 
cheaper overseas, and improvements in the qual
ity and service of U.S. products. Approximately 
23 U.S. auto pans companies had offices in Ja
pan at the end of 1987 and 13 others had formed 
joint ventures with Japanese companies in hopes 
of making inroads in the Japanese market. 
Meanwhile, Japanese parts makers continued to 
relocate near the seven U .S.-based Japanese 
automakers. 1 According to USITC estimates, in 
1987, approximately 26,000 (out of 721,000 total 
employees) were employed by wholly owned 
Japanese automotive parts makers in the United 
States.2 

Legal Services 

The Japanese legal system has been clo~ed to 
foreign lawyers since 1955. After years of fruit
less talks between the American Bar Association 
and the Japanese Federation of Bar Associations, 
the United States formally opened negotiations 

1 Honda, Nissan, New United Motor Manufacturing, 
and Mazda are already producing vehicles in the United 
States and Toyota, Mitsubishi/Chrysler and Fuji/Isuzu 
are scheduled to open new facilities by 1989. 
2 U.S. Global Competiti11eness: The U.S. Automoti11e 
Parts Industry, USITC Publication 2037, December 
1987. 
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with the Japanese in 1982. In 1986, the Japanese 
Diet approved legislation permitting U.S. lawyers 
to carry out some activities. However, U.S. offi
cials feared that implementation of the law would 
be overly restrictive. In February 1987, the two 
countries signed a bilateral agreement that out
lined qualification and registration procedures, 
prior experience requirements and scope of prac
tice rules. On April 1, Japan's Ministry of Justice 
began accepting applications from foreign lawyers 
wishing to practice. Although the February ac
cord went a long way towards giving U.S. lawyers 
an opportunity to provide services, the United 
States continued to consult with Japan on remov
ing certain remaining restrictions which limit the 
scope of their activities. 

MEXICO 

The Economic Situation in 1987 
As recently as September 1987, Mexico 

showed signs of emerging from its economic cri
sis. 3 Heartening developments at the time in
cluded a $10-billion jump in foreign-exchange 
reserves during the previous 12 months; the 
strengthening of the world petroleum market on 
which Mexico heavily depends; a strong perform
ance of Mexican non-oil exports; and the return 
of domestic capital that previously fled the coun
try. New credit that Mexico received as part of a 
debt renegotiation accord signed in April also 
boosted the economy.4 The peso, which was sig
nificantly undervalued at the beginning of the 
year, has slowly appreciated against tha dollar. 
The Mexican stock market enjoyed a boom that 
made it the fastest rising major exchange in the 
world. 

However, developments in the last quarter of 
the year revived concerns about the economy. 
The world oil market showed new signs of weak
ness. The Mexican stock boom ended on Octo
ber 6 when stock prices began to fall. As a result 
of continued declines in prices that coincided 
with the plunge of markets around the world, and 
a day of panic selling on November 16, Mexican 
shares lost on the average about three quarters of 
their value. 

Plummeting stock prices triggered renewed 
capital flight from Mexico, moving the Govern
ment to halt the outflow by withholding dollars 
from exchange markets. This contributed in mid
November to lowering the free exchange rate of 
the peso to 2,500 to the U.S. dollar.s 

3 For details on Mexican economic problems in recent 
years, see the previous reports in this series, particularly 
those covering the years 1982 through 1986. 
4 The credit agreement signed in April 1987 was reached 
in September 1986, subject to ratification by commercial 
banks. The debt rollover (a package endorsed by 1he 
IMF) included $12 billion in fresh loans. See Operation 
of the Trade Agreements Program 38th Report /986 p 
4-31. . • . 
5 Mexico's dual exchange rate system features a free and 
a controlled rate. The controlied rate, determined by the 
Government, is responsible for some 80 percent of all 
hard-currency transactions in Mexico. 



The currency recovered slightly during the 
remainder of the year, and the free rate settled in 
a range of 2,200 to 2,400 pesos to the U.S. dol
lar. Subsequently, officials began to adjust the 
peso's controlled rate downward, setting it at 
2,200 to the dollar in mid-December. This 
amounted to a 22-percent devaluation. The De
cember devaluation virtually eliminated the long
standing gap between the peso's free and 
controlled rates. 

From the beginning of 1987 until the devalu
ation, the Government allowed the peso to appre
ciate slowly in an effort to slow inflation by 
lowering the prices of imported goods. However, 
the plunge in the peso's value in the last quarter 
of the year made imports more expensive, and a 
sharp increase in interest rates between the stock 
market crash and the end of November precipi
tated retail price increases at a time when infla
tion was already running at a record annual rate. 
The annual rate of inflation in 1987 was 159.2 
percent, by far the highest in Mexico's history. 
(In 1986, Mexico had registered a rate of infla
tion at 105. 7 percent, which was the record at 
that time.) The standard of living continued to 
fall. By mid-December the minimum daily wage 
in Mexico city-5,626 pesos, or just under 
Si.SO-was worth only 50 percent of its 1981 
equivalent. 1 At the end of 1987, Mexico owed 
close to $106 billion to foreign banks and institu
tions; its debt-servicing burden was expected to 
total $13.8 billion, up from $12 billion in 1986. 
The Government cushioned the cheaper peso's 
inflationary effect by proceeding steadfastly with 
its import liberalization program promised to the 
GATT in 1986.2 

The Government took a variety of measures 
to fight inflation. A sweeping austerity program 
was instituted in mid-December which included 
major spending cuts and tax hikes. The program 
was also triggered by projections that the 1987 
public sector deficit would rise to a record 
18 percent or more of the Mexican GDP. With 
tax increases, budget cuts, and further privatiza
tion of state enterprises (such as steel mills and 
sugar refineries), officials hoped to reduce the 
deficit to 10 percent of the GDP in 1988. 

However, even though its declared objective 
was to fight inflation, the austerity package also 
contained sharp price increases. For most goods 
and services provided by state-owned companies 
and institutions, such as cane sugar, fertilizers, 
gasoline, rail and airfares, telephone, and elec
tricity, prices were raised by 75 to 80 percent. 
Responding to concerns of labor representatives 
that these price hikes will trigger a new round of 
steep inflation, Mexican officials also agreed to 

1 "Running out of options," South, February 1988. 
2 See section below on "Major Policy Developments Af
fecting Trade." 

raise wages for organized workers, and to institute 
additional measures favoring workers beginning 
March 1, 1988.3 

Mexico's December economic measures are 
formally known as "The Pact of Economic Soli
darity," indicating that they represent a compro
mise between the four main sectors of the 
economy: government, business, labor, and farm
ers. The program was made possible by each of 
these sectors lowering their demands and sharing 
the burden of new austerity imposed on them. 
Acknowledging that initial price increases have 
made the plan unpopular, Mexican officials 
promised faster growth and lower inflation for the 
second half of 1988. 

On the positive side, Mexican economic 
growth of 1.4 percent in 1987 compares favorably 
with the 3.5-percent contraction the economy ex
perienced in 1986. In addition, Mexico ended 
the year with strong foreign-exchange reserves, 
amounting to some S 14 billion. The best aspect 
of Mexico's economic picture was its trade per
formance. In 1987, Mexico registered a $8.5 bil
lion trade surplus, an increase of 83 percent over 
that in 1986. Exports generated $20. 7 billion in 
revenues, up 28 percent from those in 1986. Im
ports edged up 7 percent to $12. 2 billion. 4 

Manufactured goods accounted for almost two
thirds of the export growth, reflecting the policy 
of the de la Madrid administration to promote 
nonpetroleum exports. 

Merchandise Trade With the 
United States 

In 1987, U.S. trade with Mexico rebounded 
from its comparatively low level of 1986. Unlike 
1986, when both U.S. exports and U.S. imports 
were down compared those in with the previous 
year, trade in 1987 expanded in both directions. 
Mexico maintained its place as the third largest 
single-country market for U.S. exports and as the 
fifth single-country source of U.S. imports. For 
Mexico, the United States remains both its biggest 
foreign supplier and its principal foreign market. 

The United States had a negative merchan
dise trade balance with Mexico in 1987 for the 
sixth consecutive year. The balance shifted from 
a consistent pattern of annual U.S. surpluses to a 
U.S. deficit for the first time in 1982. This was 
the year when Mexico's debt crisis became appar
ent. The crisis triggered a recessionary environ
ment in Mexico and the imposition of rigorous 
trade controls, designed to generate sizable trade 
surpluses. 

3 In March 1988, the Government followed up with the 
second stage of the program it started in Decemher. The 
March measu~es, heralded as an anti-inflation drive, 
included a temporary freeze of the controlled peso, and 
of prices of public sector goods and services, such as 
gasoline, airfares, electricity, and refined sugar. 
4 According to trade data released hy Mexico's central 
bank and its Treasury and Finance departments. 
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In 1987, the U.S. merchandise trade deficit 
with Mexico amounted to $5. 7 billion. This was 
slightly larger than that in 1986, but well below 
deficits in the early 1980's. The United States 
had a trade deficit in most major SITC product 
categories. Mineral oils and fuels accounted for 
5 8 percent of the U.S. deficit; trade in food and 
live animals was the second major contributor to 
the U.S. deficit. Trade in machinery and trans
portation equipment-the leading category of bi
lateral trade in both directions-also resulted in a 
deficit for the U.S. side. 

In 1987, U.S. exports to Mexico amounted 
to $14 billion, up 17. 8 percent (table 4-6). Ex
ports in virtually all major SITC commodity sec
tions expanded in response to easier access to the 
Mexican market. 

As in prior years, machinery and transporta
tion equipment dominated this trade flow, ac
counting in 1987 for one-half of the total. 
Automotive products, electrical equipment, office 
machines, and telecommunications products con
tinued to be the leading goods in this category, 
with larger 1987 exports than in most of 1986. 
(See table B-11.) Chassis and auto parts contin-

Table 4-6 

ued to top the list of leading U.S. exports to Mex
ico. 

Sales of machinery were sustained in part by 
Mexico's booming maquiladora industry, which 
imports equipment and components for reexport 
after assembly. 1 The maquiladora, ranking as 
Mexico's second largest industry after oil and re
lated production, continued to thrive in 1987. 

The persistent low, world prices for major ag
ricultural commodities and austerity measures 
that included curtailing consumer subsidies de
pressed the value of U.S. agricultural exports to 
Mexico. Nonetheless, the value of exports of 
corn and soybeans were up compared with those 
in 1986, owing to smaller crops in Mexico. 

As shown in table 4-6, 1987 U.S. imports 
from Mexico amounted to a record $19. 8 billion, 
up 14. 9 percent from their low of $17. 2 billion in 
19 8 6. The composition of this trade flow, which 
had been dominated for years by petroleum, con
tinued to shift strongly in favor of manufactured 
imports. Imports increased in all major manufac
tured product categories. Mineral fuels accounted 

1 Mexico's maquiladora (or "in-bond") industry proc
esses materials, or assembles components, produced in 
the United Slates and returns 1hc processed or assembled 
product to the United States. 

U.S. merchandise trade with Mexico, by SITC No. (Revision 2), 1985-87 

(In thousands of dollars) 

SITC 
section 
No. Description 

0 Food and llve animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, Inedible, not fuel .................. . 
3 Mineral fuels, lubricants, etc. . ..................... . 
4 Olis and fats. animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classified by chief material ....... . 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

classified ....................................... . 

Total ......................................... . 

0 Food and llve animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, Inedible, not fuel .................. . 
3 Mineral fuels. lubricants. etc. . ..................... . 
4 Olis and fats. animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classified by chief material ....... . 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

classified ....................................... . 

1985 

912,874 
1,774 

1, 139,990 
573,018 
112,257 

1,411.545 
1.362,956 
6,284,254 

852,204 

433,380 

13,084,252 

1,587,982 
151, 121 
470.744 

7,820,772 
1,906 

472,690 
1.251,976 
5,444,513 
1,179,289 

557,252 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18.938,246 

1 Domestic exports, f.a.s. 
2 Imports for consumption, customs value. 
Note. - Trade does not Include special category exports. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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1986 1987 

U.S. exports 1 

593,432 665,730 
1,938 4,528 

802,836 1,034,763 
405,634 512,660 
136,947 96,985 

1,270,965 1,433,683 
1.272,206 1,591,544 
6, 140,994 6,969,596 

919,168 1. 173,252 

380,731 562.436 

11. 924.851 14,045.175 

U.S. lmports2 

2, 190,689 2 ,055,421 
182,696 276,549 
676,767 358,912 

3,696.280 3.789,667 
1,624 3,727 

365,934 402,612 
1.615.764 2,017, 196 
6,537.831 8,343.192 
1.323,742 1.748.284 

605,015 770,229 

17. 196,360 19, 765, 789 



for 19. 2 percent of overall U.S. imports from 
Mexico in 1987, compared with more than half 
of the total import volume in 1982. Despite its 
diminishing importance, crude oil continued to be 
the leading item on the list of specific products 
Mexico ships to the United States (see table 
B-12). Mexico remained in 1987 the third major 
U.S. supplier of crude oil after Canada and 
Venezuela. U.S. mineral fuel imports from Mex
ico, amounting to $3.8 million in 1987, remained 
at the significantly lower level to which they 
dropped in 1986. (A steep decline in the world 
market price of crude oil in 1986 was the cause of 
falling mineral fuels' imports.) Despite the drop 
in the volume of shipments, the stabilization of oil 
prices for most of the year raised slightly the value 
of Mexican crude oil reaching the United States. 

U.S. imports of Mexican machinery and 
transportation equipment continued to surge in 
1987. Imports amounted to $8.3 billion, up 28 
percent from those 1986. As on the U.S. export 
side, automotive products and telecommunica
tions equipment were the leading goods in this 
group. These items also topped the import list 
from Mexico for all products, except petroleum. 

Automobile companies, forced by a 1983 de
cree to maintain a positive trade balance, have 
accounted for the biggest share of Mexico's 
manufactured goods export surge. The Mexican 
automobile industry consists to a large degree of 
U.S. or other foreign subsidiaries, including the 
big three U.S. automakers plus Volkswagen and 
Nissan. 

A large part of machinery and transportation 
equipment imports, especially of telecommunica
tions equipment and office machinery, enter the 
United States under TSUS item 807 .00 after as
sembly or further processing in Mexico. The 
United States levies duties only on the value 
added in Mexico. Mexico is a leading supplier 
under TSUS items 806.30 and 807.00, account-

Table 4-7 

ing for 5 4 percent of nondutiable imports under 
these tariff items, followed by Canada as a distant 
second (14 percent) and by the Caribbean na
tions as third ( 10 percent.) 1 

Table 4-7 shows imports from Mexico under 
TSUS items 806.30 and 807.00 in 1985-87. Ar
ticles entering under TSUS item 807.00 contin
ued to rise as a share of overall U.S. imports from 
Mexico, accounting for 29.2 percent in 1985, 
38.3 percent in 1986, and 43.5 percent in 1987. 
Goods entering under TSUS item 806.30, while 
still relatively insignificant, also increased in the 
year under review. 

The effective duty reduction available under 
TSUS items 806.30 and 807.00 induced the es
tablishment of the maquiladora program in 1965 
to foster job creation in Mexican territory that 
borders the United States. The program was later 
extended to cover Mexico's interior. Maquilas2 
(most of them subsidiaries of U.S. corporations) 
are the principal source of U.S. imports under 
TSUS items 806.30 and 807.00 from Mexico. 
Mexican authorities allow maquilas to be fully 
foreign owned, although they generally permit 
only minority foreign ownership in other areas of 
production. 3 

1 Item 806.30 of the TSUS applies to nonprecious metal 
articles (1) made or processed in the United States, (2) 
exported for more processing abroad, and then (3) re
turned to the United States for further processing. Item 
807.00 applies to articles that are assembled abroad, in 
whole or in part of U.S.-made components, and then 
imported into the United States. In general, duties are 
not assessed on the value of the U.S. components or 
materials. 
2 The term "maquila" is generally associated with the 
labor-intensive subsidiary c: a foreign company that re
ceives from its parent, duty-free and in bond, its ma
chinery, equipment, and raw materials needed for 
processing or assembling components manufactured out
side Mexico. 
3 See also The Use and Economic Impact of TSUS Items 
806.30 and 807, report to the Subcommittee on Ways 
and Means under Section 332(b) of the Tariff Act of 
1930, USITC Publication 2053, January 1988. 

U.S. Imports from Mexico entered under TSUS Items 806.30 and 807.00, 1985-87 

1985 1986 

Percent Percent 
of of 

Item Value total Value total 

Million Miii/on 
dollars dollars 

Total U.S. Imports ... 18,938 100.0 17' 196 100.0 
TSUS Item 806.30 ... 39 .2 74 .4 
TSUS Item 807. 00 ... 5.524 29.2 6,592 38.3 

Imports under Items 
806.30 and 807.00 5,563 29.4 6,666 38.8 

Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

i ~J t; 

1987 

Value 

Miii/on 
dollars 
19,766 

123 
8,602 

8,725 

Percent 
of 
total 

100.0 
.6 

43.5 

44.1 
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In addition to machinery, maquilas supply a 
major part of textiles and apparel and other mis
cellaneous manufactures imported from Mexico, 
the imports of which increased rapidly during the 
year. Bilateral trade in textiles and apparel was 
the subject of a recent long-term agreement be
tween Mexico and the United States.1 

U.S. imports of food from Mexico were 
down in 1987 compared with their comparatively 
high value in 1986, but remained above the levels 
of previous years. The decline was caused princi
pally by a sharp drop in coffee imports, attribut
able to falling coffee prices. Shipments of 
Mexican feeder cattle dropped in 19 8 7 after they 
more than doubled in 1986. Concern that Mexi
can cattle might bring in diseases prompted the 
U.S. Department of Agriculture in the spring of 
1987 to require stricter screening. The Mexican 
Government restricted cattle exports by stopping 
shipments for a few weeks in early 1987 under 
pressure from consumer groups that feared do
mestic price increases. U.S. imports of Mexican 
tomatoes were down but some other major food 
products were up sharply in 1987, such as shell
fish, ale, and certain vegetables. Imports into the 
United States of certain Mexican construction 
materials market, such as gypsum and hydraulic 
cement, also surged in 1987. 

As a developing country, Mexico is also a 
beneficiary of the Generalized System Prefer
ences (GSP) program of the United States. In 
1987, merchandise valued at $1.7 billion, or 8.7 
percent of overall U.S. imports from Mexico, en
tered free of duty under this program.2 

Major Policy Developments Affecting 
Trade 

In 19 8 7, Mexico continued to implement its 
trade liberalization program at a brisk pace. The 
Government launched this program in 19 8 5, and 
subsequently made a formal commitment to open 
its economy in a protocol of accession to the 
GATT, effective in August 1986.3 Under this 
protocol Mexico was committed to eliminate its 
import restrictions "to the fullest extent possible" 
within 6 months of accession. 

For Mexico, dismantling import controls in
volves, most importantly, the phasing out of its 
system of prior import licensing. Licensing re
quirements have been an effective policy tool for 
excluding foreign products from the Mexican 
market; as recently as 1983, controls covered vir
tually all of Mexico's imports. In separate actions 
taken in February, May, July, and December 

1 See "U.S.-Mexican Bilateral Trade Issues" later in this 
section. 
2 Mexico's GSP share of all its imports is the smallest 
among all beneficiaries of the U.S. GSP program be
cause petroleum, which dominates its exports, is not 
GSP-eligihle. 
3 See Operation of the Trade Agreements Program, 37th 
Report, 1985, p. 183. 
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19 8 7, the Government lifted prior import licens
ing requirements, leaving only 475 items subject 
to licensing. The major product categories still on 
the list are organic chemicals, machinery and me
chanical appliances, electronic machinery and 
equipment, nonrailway vehicles, arms and ammu
nition, and computers, peripherals, and program
mable equipment. The Government stated that it 
will further reduce the list by October 19 8 9. 

Also in accordance with its GA TT commit
ments, Mexico eliminated "official prices" for 
customs valuation purposes, effective January 1, 
1988. These prices had been assigned arbitrarily 
to imported articles (at higher then their market 
value) to protect domestic producers from foreign 
price competition.4 

Moreover, in 1987, the Government pursued 
its phased reduction of tariffs ahead of the sched
ule specified in Mexico's GATT accession agree
ment. Officials said they accelerated the process 
in order to lower the costs of imported raw mate
rials and components for Mexican manufacturers, 
and to stimulate the production of these inputs 
through increased price competition. The impor
tance of tariffs as a trade policy tool increases as 
Mexico reduces the number of goods subject to 
import licensing requirements. 

The latest round of 1987 tariff reductions 
took place on December 14, when officials 
halved Mexico's highest tariff rates from 40 per
cent to 20 percent as one of several important 
economic measures instituted in December. 
These also included export-stimulating provisions, 
such as the devaluation of the peso's controlled 
rate.s Although taking place in the context of an 
overall import liberalization scheme, the particu
lar goal of the December tariff reduction was to 
offset the latest devaluation's price-boosting effect 
on certain much-needed imports. As a result of 
several rounds of tariff reductions, by yearend, 
Mexico's median import duty stood at an esti
mated 19 percent, less than half the median rate 
that existed when the de la Madrid administration 
took office in 1982. 

On July 24, 19 8 7, Mexico signed four of the 
main Tokyo Round nontariff agreements: (1) cus
toms valuation (with the developing country res
ervation); (2) technical barriers to trade 
(standards); (3) antidumping; and ( 4) import li
censing. Mexican authorities consider that exist
ing legislation in these areas is already largely in 
conformity with the requirements of these codes. 

During the year under review, Mexican offi
cials often came under fire from private suppliers 
of the local market for their zeal in liberalizing 
trade. Domestic producers claimed that the rapid 

" See Operation of the Trade Agreements Program, 38th 
Report, 1986, p. 4-35. 
" See "The Economic Situation in 1987" earlier in this 
section. 



opening of the Mexican market to foreign goods 
will deny them the opportunity of modernization. 

United States-Mexico Bilateral Trade 
Issues 

Overview 

For many years, Mexico resisted closer eco
nomic ties with the United States on the grounds 
that, as a developing country, it could not afford 
to open its economy to U.S. goods and invest
ment. However, bilateral relations improved sig
nificantly with Mexico's accession to the GAIT 
in 1986-an act in which the United States played 
a major role. In November 1987, the two coun
tries made another major step to improve com
mercial cooperation by concluding a broad 
"framework" agreement on principles and proce
dures of bilateral trade. Before the framework 
agreement created a consultative·mechanism, the 
United States and Mexico discussed their differ
ences in informal bilateral exchanges. 

In 1987, the U.S. Government reiterated its 
earlier objections to the inadequacy of intellectual 
property rights protection (especially in the area 
of pharmacological and chemical products and 
processes), Government controls of foreign tech
nology, and restrictive investment policies in 
Mexico. 

In January 1987, a 2-year general review of 
the GSP program of the United States determined 
that beginning July 1, 1988, Mexico (among 
othe\' advanced developing countries) will lose 
benefits for particular products under this pro
gram. Determinations based on this review took 
into consideration the beneficiaries' trade poli
cies, among other factors. 1 

Mexico's massive foreign debt burden con
tinued to be a major issue in bilateral discussions 
during the year. The United States is both 
Mexico's chief creditor and largest foreign inves
tor; U.S. banks and agencies hold some 30 per
cent of Mexico's outstanding foreign debt of $ 106 
billion, and account for over 60 percent of 
Mexico's foreign investment.2 

Foreign Debt and Foreign Investment 

Debt for equity 

In November 1987, Mexico suspended its 
"debt-for-equity" arrangement that had been in 
operation for 2 years. Mexico has one of the 
world's largest programs under which foreign 
companies can apply debt instruments to develop 

1 See "The Generalized System of Preferences" in ch. 5 
of this report. 
2 According to an early 1988 report issued by Mexico's 
National Foreign Investment Commission (CNIE), the 
United States accounts for $13.4 billion, or 64.3 per
cent, of all foreign capital directly invested in Mexico. 

\. 

plants in a debtor country. The plan allowed for
eign companies to buy a certain amount of 
Mexico's foreign debt at a discount rate from a 
creditor bank. The company then could arrange 
with Mexico for debt payment in local currency 
that was then used for investment in Mexico. 
Mexican officials suspended this program in No
vember, reportedly because its 1987 quota of 
$3.8 billion had already been met.3 Another ap· 
parent cause of suspension was the Bank of 
Mexico's concern that "debt-for-equity" transac· 
tions intensified inflationary pressures. 

Potential U.S. investors and actual U.S. 
debt-holders are interested in the continuation of 
this program, which is expected to resume in 
1988. Participating U.S. companies include the 
Ford Motor Co., Chrysler Corp., and American 
Express. 

Mexican officials have implemented the 
"debt-for-equity" scheme in accordance with 
Mexico's foreign investment laws that reserve cer
tain economic activities to the public sector, leave 
others to private Mexican nationals, and generally 
limit foreign ownership to 49 percent. Exceptions 
to this rule must be approved by Mexico's CNIE. 

Mexico's barriers to foreign investment have 
long been a contentious issue between the United 
States and Mexico. For years, U.S. officials 
urged Mexico to modify its foreign investment 
laws and regulations. Treatment of foreign in
vestment in Mexico is based on three laws wilh 
their respective resolutions: the 1983 Law to 
Regulate Foreign Investment, the 1973 Technol
ogy Transfer Law, and the 1976 Law on Inven· 
tions and Trademarks. 

The Mexican administration insists that there 
is no need to change these statutes since they are 
applied in a flexible manner. Indeed, in recent 
years Mexican officials have increasingly wel
comed foreign capital as a way to alleviate some 
of the country's serious economic problems. 8' 
(According to an early 1988 CNIE report, foreign 
investment in Mexico was up nearly 57 percent in 
1987 .) However, in most cases, foreign invest
ment in Mexico remained subject to specific con
ditions such as export performance, location, 
local content, and R&D requirements. These re
strictions have been identified as an issue that 
must be taken up without delay through the con
sultative mechanism of the U.S.-Mexican frame
work accord. 

U.S. collateral for Mexican bonds 

On December 29, the Governments of the 
United States and Mexico announced a new fi
nancing scheme to reduce Mexico's commercial 

3 The quota for 1986 was $2. 4 billion. 
4 For more detail on foreign investment in Mexico, see 
Operation of the Trade Agreements Program, 16th Re
port, 1984, pp.159-60, 17th Report, 1985, p.185, and 
18th Report, p.4-36. 
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debt burden. The scheme is the product of coop
erative effort between the U.S. Government, 
leading U.S. banks, and the Mexican Govern
ment. It provides for the U.S. Treasury to sell 
nonmarketable 20-year zero coupon (non-inter
est-paying) bonds worth $10 billion with the pur
pose of backing newly issued Mexican securities. 
The plan envisages that foreign banks would ex
change some of their medium-term Mexican debt 
at a discount for the new Mexican securities. 
Mexico would benefit by being able to buy back 
some of its commercial debt at a discount, and 
the banks would benefit by trading in their Mexi
can debt of questionable value for higher quality 
securities that are backed by the United States. 

The new plan, hailed as a novel concept to
wards alleviating the debt problem, was made 
possible by Mexico's comparatively strong hard
currency reserve position, and its demonstrated 
responsible attitude as a debtor' Unlike Brazil, 
and several other Latin American debtor coun
tries, Mexico 'has met all its interest commitments 
during the past five years. 

The U.S.-Mexican Framework Agreement 

On November 6, 1987, the United States 
and Mexico concluded a bilateral "understand
ing" that is considered a landmark in improving 
economic relations between the two countries. 
Negotiations on this accord began in September 
1985.2 Much less ambitious than the U.S. pact 
with Canada signed a month earlier, the agree
ment with Mexico establishes what it terms " ... a 
Framework of Principles and Procedures for Con
sultations Regarding Trade and Investment Rela
tions." Prior to this agreement there was no 
formal bilateral mechanism to govern commercial 
relations between the two countries. 

The accord provides for consultations upon 
formal request by either Government on any mat
ter concerning bilateral trade and investment re
lations. The accord commits the two nations to 
start substantive negotiations in 90 days on seven 
traditionally contentious subjects: textile prod
ucts, agricultural products, steel products, invest
ment matters, matters involving technology 
transfer and intellectual property, electronic 
products, and service industries. 

The Mexican Cabinet and the U.S. Cabinet
level Economic Policy Council approved the 
agreement. As an executive agreement, the 
"framework," did not need to be sanctioned by 
Congress. Before the end of 1987, the newly cre
ated bilateral consultative mechanism produced 
substantive agreements on bilateral trade in steel, 
textiles, and beverages. 

1 See "The Economic Situation in 1987" earlier in this 
section. 
2 See the Operation of the Trade Agl'eements Program, 
37th Report, 1985, p. 183 and the JBth Report, p.4-35. 
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Steel 

The parties reached an understanding on 
trade in steel on December 30, 1987. The imple
mentation of the 5-year VRA in effect on Mexi
can steel exports through 1989 had been a major 
subject of bilateral consultations earlier in the 
year.3 As part of the new understanding, the 
United States agreed to a one-time 12.4-percent 
increase of Mexico's steel quotas for 1988, ac
counting for 0.03 percent of U .s. steel mill sup
plies in 1987. Mexico agreed to limit its 
shipments of certain steel wire products. Steel 
wire products, such as steel fence panels, steel 
wire fabric, and welded wire mesh for concrete 
reinforcement, were previously not subject to 
U.S. restraints, but are now limited by the VRA. 
U.S. imports of Mexican steel wire products, 
amounting to 11. 000 short tons in 19 8 7, are re
stricted to 6,300 short tons for 1988. 

In addition, Mexico lowered its highest steel 
tariffs from 38 to 20 percent ad valorem.4 In an
other concession, Mexico agreed to eliminate 
"official prices" (prices imposed on imports 
above their market value) on steel. Starting 
January 1988, Mexico will use actual transaction 
prices in the valuation of steel imports.s 

Textiles and apparel 

The United States and Mexico signed a new 
4-year bilateral textile and apparel agreement, ef
fective January l, 1988.a The agreement, negoti
ated under the auspices of the Multifiber 
Arrangement (MFA), provides for controls on 
Mexico's exports of cotton, wool, and manmade
fiber textiles and apparel to the United States 
through 1991. Mexico was the United States' 
sixth largest supplier of these products in 1987, 
accounting for almost 4 percent of total import 
volume, and the largest supplier of apparel under 
U.S. tariff item 807.00.7 Slightly more than 80 
percent of the total value of its apparel shipments, 
which accounted for about three-fourths of the 
roughly $500 million in textile and apparel im
ports from Mexico in 1987, entered under TSUS 
item 807.00 that year. 

Recognizing the significance of trade under 
TSUS 807.00, the new agreement with Mexico, 
unlike the one that expired in 19 8 7, contains a 
"special regime" for apparel and made-up textiles 
assembled there from fabrics that have been both 
made and cul in the united States. Under 

3 See the Operation of tire Trude Agreements Program, 
36th Report, 1984, p. 163. 
• See also "Major Policy Devclopmenls Affecting Trade" 
earlier in this section. 
5 Ibid. 
8 The agreement was signed on Feb. 13, 1988, when the 
Presidents of the two countries mel in Mexico. 
7 Under item 807 .00, imported arlicles assembled 
wholly or partly wilh U.S.-fabricated components are 
assessed duty on the total value of the articles less the 
value of the U.S. components (i.e., the duty is essen
tially assessed on the value added allroad). 



this 807 regime, a portion of each quota, ranging 
from as low as SO percent to as high as 90 per
cent, is reserved for items assembled with 
U.S.-made and U.S.-cut fabric. The 17 quotas 
established under the special regime, covering 
products that accounted for at least 60 percent of 
the total value of textile and apparel imports from 
Mexico in 19 8 7, generally are substantially 
greater than the corresponding quotas established 
under the previous agreement. 

Most textiles and apparel imported from 
Mexico are subject to some form of limit under 
the new agreement. However, the pact does not 
contain an overall cap on total imports, as do the 
agreements with the major suppliers and several 
secondary suppliers. Consequently, products not 
covered by any limit, such as manmade-fiber fila
ment yarns, (which accounted for 31 percent of 
the volume but only 6 percent of the value of to
tal imports from Mexico in 1987), remain unre
strained under the new agreement. In addition, 
although only a few of the broadwoven fabric 
categories are covered by specific limits, a "group 
limit" exists for these fabrics, imports of which 
rose by 130 percent and accounted for 6 percent 
of total textile and apparel imports from Mexico 
in 1987. The agreement also permits annual quo
ta growth of 6 percent in most product categories, 
compared with average annual quota growth of 
roughly 1 percent for Hong Kong, Taiwan, Korea, 
and Japan and 3.3 percent for China. 

The quotas established under the new agree
ment with Mexico for 1988 provide for consider
able growth over import levels in 1987. The 
quotas set on yarns and fabrics for 1988 are 60 
percent greater than imports of such products in 
1987. Similarly, quotas on apparel are 47 per
cent higher and those on miscellaneous products 
are 64 percent greater. However, much of the 
increase for apparel and miscellaneous products 
could benefit U.S. fabric producers since a large 
part of the growth is accounted for by the special 
regime. 

In December 1987, as part of its market
opening measure, the Mexican Government an
nounced that it would reserve 40 percent, or 240 
million dollars' worth of imports for U.S. textile 
products. 

Wine, beer, and other 

The bilateral consultative mechanism created 
by the framework agreement can also be credited 
with adding beer, wine, distilled spirits, and some 
other beverages to the list of products for which 
Mexico has eliminated or significantly reduced 
import barriers in December 1987. Mexico has 
lifted its S 1 million annual quota on imports of 
beer and its $43 million quota on wine and cer
tain distilled spirits. These products were among 
those for which Mexico discontinued its prior im-

port licensing requirements-the principal barriers 
to their importation into Mexico. 

According to the USTR, the lifting of the 
Mexican wine quota, together with the substantial 
reduction of Mexican wine tariffs, fulfills the re
quirements of Title XIX of the Trade and Tariff 
Act of 1984 with respect to Mexico. 1 This law 
directed the USTR to consult with major wine 
trading countries-including Mexico-to seek a 
reduction or elimination of tariff and nontariff 
barriers to U.S. wine exports. 

TAIWAN 

The Economic Situation in 1987 
Taiwan has made extraordinary economic 

progress in the past few years, and 19 8 7 was no 
exception. However, for Taiwan's export-led 
economy, export performance is crucial to overall 
growth. The impact of rising labor costs and con
tinued appreciation of the New Taiwan (NT) dol
lar against the U.S. dollar on Taiwan's export and 
growth performance is evident in the fourth quar
ter statistics for 1987. The rate of growth of 
Taiwan's export surplus, especially in trade with 
the United States, grew at a decreasing rate 
throughout the year and actually declined in ab
solute terms in the fourth quarter. Although 
Taiwan's real GNP growth reached 11.2 percent 
for the year, it slowed from the 11.8, 11.9, and 
12.8 percent rates set in the first three quarters of 
1987, respectively, to 8.5 percent in the fourth 
quarter.2 

The fourth quarter decline was due, in part, 
to Taiwan's own efforts to correct its massive 
trade imbalances by opening its markets. Tariff 
cuts on over 4,800 products during the year 
helped make imports more competitive with local 
producers and increased foreign traders' share of 
the domestic market. Thus, as Taiwan's total 
trade increased 3 8 percent from 19 8 6 to 19 8 7, 
imports grew by 43 percent and exports grew by 
34.5 percent.3 

Despite these factors, Taiwan had a record 
global trade surplus of S 19 .03 billion, up 22 per
cent from that in 1986. Taiwan's $97 billion 
economy had the fourth highest per capita GNP 
(nearly SS,000) in Asia. Industrial output grew 
about 14 percent with the biggest gains in heavy 
industry. Unemployment was a low 2 percent for 
the year. 

1 USTR Press Release, 81154, Dec. 30, 1987. 
2 Taipei, American Institute In Taiwan, Feb. S, 1988, 
00742. 
3 Jonathan Moore, "Appreciation hits home," Far East
ern Economic Review, Mar. 31, 1988, p. 69. Taiwan 
authorities project Its economy will continue to cool In 
1988, with GNP growing only 7. S percent for the year. 
The continued drop in exports and NT dollar apprecia
tion are cited as the major factors contributing to the 
decline. 
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Market conditions changed rapidly in Taiwan 
during 1987. The 40 percent appreciation of the 
NT dollar since September 1985 helped push 
manufacturers toward higher value-added, greater 
capital-and technology-intensive industries. Tra
ditional products were upgraded as well. Heavy 
industry now accounts for 56 percent of manufac
turing production, up from 46 percent in 1976. 
Changes in the composition of exports over the 
last 2 years for Taiwan's top 10 export categories, 
by major industries, 1987 are shown in the fol
lowing tabulation (in millions of U.S. dollars): 1 

1987 1986 
198611987 Share Share 

Category USO Total (Percent) (Percent) 

Electronic 
Products .•••.. 10,579 19.8 17 .3 

Garments I 0 I I I I 4,433 8.3 9.5 
Footwear ....... 3,765 7.0 7.9 
Fibers, 

Yarns, and 
Fabrics 1 I I I I I 3,395 6.3 6.4 

Metal 
Products ....•. 3,227 6.0 5.9 

Toys and 
Sporting 
Goods •....... 3,265 6.1 6.0 

Plastic Goods, 
not 
Footwear ..... 2,541 4.7 4.4 

Transport 
Equipment I I It 2,292 4.3 4.2 

Machinery ...... 2,374 4.4 4.0 
Plywood and 

Furniture t It Io 2. 135 4.0 4.2 
All Other ....... 15,528 29., 30.2 

Total I 01 I I I I I 0 I 53,534 100.0 100.0 

Electronics and electrical products made im
pressive gains in 19 8 7, increasing their share of 
total exports 2.5 percentage points to account for 
almost one- fifth of manufactured exports. Metal 
and plastic products (excluding footwear), trans
port equipment (mainly parts}, and machinery 
shares also rose. Apparel and footwear showed 
the largest relative losses, down 1.2 and 0.9 per
cent, respectively. 

Currency appreciation also accelerated the 
tendency for manufacturers to shift low-end, la
bor- intensive production elsewhere, usually to 
other southeast Asian countries. In 19 8 7, the NT 
dollar rose 24.3 percent against the U.S. dollar 
from NT$35 .SO: US$1 to NT$28.55: US$1.2 

Despite two years of currency appreciation, 
Taiwan's strong export performance continued to 
provide the main impetus for expansion of the 
economy. Stable oil prices and generally lower 
import prices helped minimize the decline in 

1 Source: Taipei, American Institute in Taiwan, Feb. S, 
1988, 00742. 
2 Jonathan Moore, "Appreciation hits home," Far East
ern Economic Review, Mar. 31, 1988, p. 69. 
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profits for manufacturers. Some industries 
proved better able to adapt then others. As 
noted above, electronic products, machinery, 
transport equipment, and plastic products (ex
cluding footwear) were least affected by changing 
relative currency values. Apparel and footwear 
were the most affected. 

Consumption spending failed to keep pace 
with income growth as the national savings ratio
about 42 percent of income-continued high in 
1987. Public spending as a share of GNP fell to 
14.1 percent from 14.5 percent in 1986. 
Taiwan's foreign exchange reserves were over $75 
billion at yearend and the growth in money supply 
(currency in circulation, current accounts, pass
book deposits, and passbook-savings deposits) ex
panded by over 40 percent.3 

Taiwan's glut of foreign exchange created an 
immense liquidity in the local banking system re
sulting in under- utilized capital. However, de
spite the high liquidity and high rate of money 
growth, prices remained essentially flat with the 
consumer price index rising only 0.22 percent. 

According to the American Institute in Tai
wan (AIT), Taiwan's natural environment has 
suffered tremendous damage because of policies 
that have pursued industrial development but ig
nored the social cost of pollution. The result is 
one of the worst environments in the world. With 
rising affluence has come increased public sensi
tivity to the problem and demands for corrective 
actions. The new activism resulted in local pro
tests that have delayed or forced the cancellation 
of several major infrastructural projects.4 A cabi
net-level Environmental Protection Administra
tion was established in August and is placing a 
high priority on enforcement and strengthening of 
laws protecting the environment. 

Merchandise Trade with the 
United States 

Over 80 percent of Taiwan's $19 billion 
global surplus in 1987 was with a single country: 
the United States. Taiwan's bilateral surplus 

3 U.S. Department of State, "Economic Trends Report," 
Dec. 18, 1987, p. 4. U.S. dollars make up about 73 
percent of Taiwan's total foreign exchange holdings; 16 
percent are in West German marks and 9 percent are in 
Japanese yen. The holdings are deposited in 85 foreign 
banks and 15 securities brokerage houses, including 
some 36 U.S. institutions. Forty-two percent of the de
posits are in the United States with others in West Ger
many, France, Japan, Switzerland, and Singapore. The 
U.S. Federal Reserve Bank is the largest single holder of 
Taiwan's reserves with over $10 billion. "ROC funds 
safe, sound," The Free China Journal, Mar. 21, 1988, 
p. I. 
"' For example, anti-pollution campaigns may eliminate a 
proposed nuclear power plant and a naphtha cracker. In 
addition, residents along the planned route of Taipei's 
mass rapid transit system object to the project, creating 
difficulties in land acquisition. Half of 14 major projects 
(see Operation of the Trade Agreements Program, 37th 
Report, 1985, pp. 194-5, for details on the projects) 
sponsored by provincial authorities are behind schedule. 
U.S. Department of State, unclassified cable. 



with the United States grew from about $15 bil
lion in 1986 to over $17 billion in 1987 (see table 
4-8). The leading imports from Taiwan to the 
United States were footwear, office machines, 
wood furniture, textiles, and electronics goods. 

Only 8 percent of Taiwan's imports from 
worldwide sources are consumer goods, with the 
remaining 92 percent of imports comprising raw 
materials and capital goods primarily for use by 
the export sector. 1 Taiwan's major imports are 
electronics products, machinery, chemicals, iron 
and steel, crude petroleum, beverage and tobacco 
products, nonferrous metals, transportation 
equipment, grains (corn, soybeans, wheat, bar
ley), electrical apparatus and appliances. The 
leading exports from the United States to Taiwan 
in 1987 were gold or silver bullion ($564 million), 
electronics components ($489 million), soybeans 
($380 million), corn ($251 million), coal and 
other fuels ($192 million), parts of machinery 
($191 million), whole cattle hides ($172 million), 
and cotton ($135 million). The leading items im
ported from Taiwan into the United States in 
19 8 7 were footwear ($1. 3 billion), office ma
chines ($709 million}, machinery parts ($557 
million), furniture ($501 million), and women's 
apparel ($4 77 million). (See tables B-13 and B-
14 for details of U.S.-Taiwan bilateral trade.) 
According to AIT, the typical manufacturer in 
Taiwan focuses on product design, manufacturing 
and marketing to the U.S. market-relegating all 
other markets, including Taiwan, to a secondary 
effort. Although authorities are vigorously trying 
to convince exporters to diversify their markets, 
they made little progress during the year.2 In 
1987, 45 percent of Taiwan's exports were con
sumed by the United States. Taiwan's major im
port sources, in order of dominance, are Japan, 
the United States, West Germany, Australia, 
Saudi Arabia, Kuwait, and Canada. 

In addition to Taiwan's undervalued cur
rency, Taiwan's surplus remains large because 
many U.S. multinational corporations use it as a 
base to produce for the U.S. market. Local stud
ies indicate that between $700 million and $1 bil
lion of Taiwan's annual sales to the United States 
are goods produced by U.S. companies that have 
set up plants in Taiwan.3 A substantially larger 
proportion of trade is derived from contract 
manufacturing for U.S. companies, but no studies 
have been conducted to determine how much. 

AIT reported that NT dollar appreciation 
had a positive effect on U.S. sales in Taiwan, im
proving U.S. price competitiveness relative to Ja
pan and Europe. Taiwan has scheduled more 
major infrastructure projects than any other 
country in the world. Projects includ,c pollution 

1 AIT, AITGRAM, Economic Trends Report," Dec. 18, 
1987. 
2 American Institute in Taiwan, AITgram, "Taiwan 
Marketing Plan", Nov. 30, 1987, p. 88. 
3 Ibid. 

control efforts, hospital projects, power plants, 
and bridge construction.4 During the year, U.S 
suppliers won contracts for general consulting on 
the Taipei mass rapid transit project, the boiler 
contracts for the Taichung power plants, digital 
switching and fiber optic cable contracts for tele
communications projects, and numerous equip
ment and services contracts for several large 
hospital projects. 

As noted above, in the drive for economic 
development, Taiwan has subordinated en
viromental issues, resulting in what may be one of 
the worst environments in the world. Vehicular 
and industrial air pollution are extreme. Sewer 
systems are largely underdeveloped and hazard
ous wastes frequently go untreated. The potential 
for environmental disaster is a dark cloud in 
Taiwan's otherwise bright future. However, pub
lic and political concern about the environment is 
strong, and the authorities on Taiwan have com
mitted significant resources to environmental pro
jects in coming years. To that end, pollution
control equipment and services are good pros
pects for future bilateral trade.5 

Major Policy Developments Affecting 
Trade 

Deregulation of Foreign Exchange Controls 

Taiwan's massive reserve of foreign exchange 
(second only to Japan at over $75 billion) has 
increasingly been viewed as a greater political li
ability than an economic asset.a The glut of for
eign exchange provided the impetus for the 
partial dismantling of currency controls that had 
been in place for over 35 years. The new rules, 
which took effect on July 15, 19 8 7, reverse 
Taiwan's traditional emphasis on encouraging 
capital inflow, restricting outflow. Individuals and 
businesses are now allowed to send up to $5 mil
lion abroad each year-without prior approval-in 
the form of remittances or investments; the previ
ous limit was $5,000. Greater amounts may be 
moved offshore if approval is obtained. For the 
first time, the citizens of Taiwan are allowed to 
hold and use foreign currencies instead of being 
required to sell them to the central bank for NT 
dollars. Traders are no longer required to report 
individual foreign exchange transactions but may 
now submit monthly reports up to 1 year after the 
transactions. The central bank (CB) also indi
cated that trade-service related pay-

4 Ibid. 
11 Taiwan expects to import about $67 billion in pollution 
control equipment over the next 10 years. To encourage 
private investment in pollution control, long-term, low
mterest loans will be made available to manufacturing 
and leasing firms. Taiwan Industrial Panorama, Jan. 
1, 1988, p. 2. 
11 AIT, AITgram, "Taiwan Marketing Plan," p. 87. 
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T•ble 4-8 
U.S. merchandlae tr•d• with Taiwan, by SITC Noe. (Revlelon 2), 1185-87 

(In thousands of dollars) 

SITC 
section 
No. Description 

O Food and five anlmals .•••....•.•.........•........• 
1 Beverages and tobacco ...••......•...••.....•..... 
2 Crude materials, lnedlble, except fuel .......••....•.. 
3 Mlneral fuels, lubrlcants, etc. . •.....•............... 
4 Olis and fats, animal and vegetable ...••.........•... 
5 Chemicals ...•.•....•..•...•...•.•.•.•..•....•.•.. 
6 Manufactured goods classlfled by chief materlal ....... . 
7 Machinery and transportation equipment ............. . 
8 Mlscellaneous manufactured artlcles ........•......... 
9 Commodities and transactions not elsewhere 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

classlfled .....•....•....•.....•...........•...... 

Total ...•............................•...• , .... 

Food and llve anlmals .........................•.... 
Beverages and tobacco ..•.....•.•................. 
Crude materlals, lnedlble, except fuel .............•.. 
Mlneral fuels, lubrlcants, etc. . ....................•. 
Olis and fats, anlmal and vegetable ................. . 
Chemlcals ....................................... . 
Manufactured goods classlfled by chief materlal ....... . 
Machinery and transportation equipment ............. . 
Mlscellaneous manufactured artlcles ................. . 
Commodities and transactions not elsewhere 

classlfled ....................................... . 

1985 

595,643 
66,348 

885,419 
172,219 

12,997 
573,385 
187,782 

1,594,071 
184,452 

65, 183 

4,337 ,499 

340,591 
1,598 

46,283 
32,616 

351 
192,472 

2,530,081 
5,332, 777 
7, 709,692 

167,891 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,354,353 

1 Domestic exports, f. a. s. 
2 Imports for consumption, customs value. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

1986 1987 

U.S. exports1 

543,605 552,996 
47,341 146,594 

1,050,742 1,223,698 
269,649 319, 168 

7,693 7,271 
858,855 1,132,511 
255,257 306,814 

1,722,526 2,345,421 
223,656 297, 107 

77,799 687,863 

5,057, 124 7,019,239 

U.S. Imports?. 

422,037 518,917 
2,020 2,358 

40,557 55,675 
30,352 12, 113 

2,054 869 
232,066 249,409 

3,069,524 3,784,047 
6,406,249 8,532,732 
9,359,674 11,180,476 

206,078 239,087 

19,770,612 24,575,682 

ments no longer need CB approval, although the 
bank reserved the right to monitor such flows. 

At yearend, these changes in foreign-ex
change rules had little impact on the monetary 
conditions in Taiwan, partially because they cover 
relatively small capital flow areas and because an
ticipation of further appreciation of the NT dollar 
kept capital in the country. Authorities on Tai
wan have indicated they plan more far-reaching 
liberalization of controls in the future.1 

Foreign Investment 
In 1987, Taiwan authorities approved $1.42 

billion in foreign investment, an 84 percent in
crease from 1986. The United States was the big
gest investor ($446 million) followed closely by 
Japan ($432 million) .2 Approved investment is 
concentrated heavily in the electronics, chemical, 
and machinery industries. In mid-year, the Min
istry of Economic Affairs (MOEA) announced a 
proposal to liberalize Taiwan's policy on foreign 
investment by allowing foreign invest-

ment in more projects and making the application 
process simpler. The new policy is designed to 
broaden and clarify opportunities for foreign in
vestors by clearly stating which industries are not 
open to foreign participation and permitting rela
tively unrestricted entry to the rest. Prior to the 
new plan, there was only a set of principles that 
vaguely described the industries open to foreign 
investment. Under the new policy, a list of indus
tries specifically closed to foreign investors will re
place these guidelines and other industries will be 
open to foreign participation by definition.3 For
eigners will be allowed to invest in schools, hospi
tals, construction firms and other areas banned 
under existing regulations.4 Foreign investment 
in the financial sector, news media, and industries 
that create a large amount of pollution will be 
permitted only after a thorough review. The ap
plication procedure for about 310 categories of 
businesses will be eased, and the review of appli
cations will be reduced from 4 to 2 weeks.s 

1 Taipei, American Institute in Taiwan, Apr. 10, 1987, 
02415. 
2 "Taiwan to ease path for foreign Investors," Journal 
of Commerce, Feb. 2, 1988, p. 1. Most of these Invest
ments were in electronics, electric appliance manufactur
ing, and services. Taiwan Industrial Panorama, p. 1. 
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3 Taipei, American Institute in Taiwan, Aug. 18, 1097, 
05388. 
4 "Taiwan to Ease Path for Foreign Investors," Journal 
of Commerce, Feb. 2, 1988, p. 1. 
5 Ibid. 



Industries in which foreigners may not invest 
include those: 

( 1) that endanger public security and good 
social conduct; 

(2) that are legally established domestic mo
nopolies, including public utilities; 

(3) that could have serious adverse affects on 
the livelihood of fishermen; 

( 4) that are harmful to public health and the 
environment; or 

(5) that are banned or prohibited by law.1 

Accordingly, MOEA tentatively selected 40 
industries that will be closed to foreign invest
ment. Potential candidates for exclusion include: 
coal mining, slaughtering, chinese herbal medi
cine manufacturing, legal services, accounting 
services, maid services, employment placement 
services, beauty and bath services, real estate de
velopment, and electric power supply .2 After 
other relevant ministries have compiled their ex
clusion lists, an estimated 90 categories of busi
nesses will remain closed to foreign participation. 

United States-Taiwan Bilateral 
Trade Issues 

Taiwan is the fifth largest trading partner of 
the United States. In 1987, Taiwan had, after 
Japan, the second largest bilateral trade surplus 
with the United States. Taiwan's persistent trade 
surpluses and huge foreign exchange reserves 
have been strongly criticized by the United States. 
In response, the authorities on Taiwan have rec
ognized the need to stimulate domestic demand, 
increase imports, and reduce dependence on the 
U.S. market. Accordingly, Taiwan authorities 
are pursuing a cautious fiscal policy, slowly liber
alizing the financial market, lowering tariffs, en
couraging export market diversification, and 
offering low-interest export financing to U.S. ex
porters of industrial goods. 

Although Taiwan has taken major steps in 
the past year to lower tariffs and remove import 
barriers, it is still far from being an open econ
omy. In response to U.S. requests, Taiwan has 
reduced tariffs on a number of items in which 
U.S. producers are highly competitive and has re
moved import bans on other items. Taiwan has 
opened its market to U.S. wine, beer, and to
bacco products; and it has made efforts to in
crease procurement of U.S. products, especially 
for a number of major infrastructure projects. 
Protection of intellectual property rights has im
proved, and U.S. insurance firms are expanding 
their operations in Taiwan. The environment for 
U.S. banks has also improved. Overall, these 

1 Taipei, American Institute in Taiwan, Aug. 18, 1987, 
05388. 
2 Ibid. 
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measures have increased the access of local con
sumers to foreign products and improved the for
eign investment climate. 

Graduation From U.S. GSP Program 

Late in 1987, rumors began circulating in 
Washington that graduation from the U.S. GSP 
program was imminent for the top four benefici
aries-Taiwan, Korea, Singapore, and Hong 
Kong-and on January 29, 1988, the Administra
tion announced that effective January 1989, these 
countries would be graduated from the program. 

This action was taken after a review of a 
broad range or economic and competitiveness in
dicators, including per capita GNP, economic 
growth rates, and the countries' ability to export 
manufactured items into the United States. Al
though each of the graduated countries have been 
conspicuous in achieving exceptionally rapid 
growth despite few natural resources, the admini
stration emphasized that the graduation was not a 
penalizing gesture, but instead, a reflection of the 
economic successes these countries have 
achieved. (The U.S. trade deficit with the four 
countries reached $35 billion in 1987, or 22 per
cent of the total U.S. trade deficit-up from $6.1 
billion in 1981.) Last year a disproportionate 
amount of GSP benefits-nearly 60 percent of the 
total-went to these four countries, leaving only 
40 percent of the benefits for the remaining 136 
GSP-eligible countries. The administration says 
graduation of these countries will open up addi
tional opportunities for the remaining less devel
oped beneficiaries. The removal of GSP 
privileges will affect less than one-fifth of the total 
imports from the four countries, adding about 
$500 million annually to the price of these goods 
in the United States. Authorities on Taiwan say 
that the loss of GSP will have an impact on ex
ports, particularly for small-and medium-size 
firms, but it will not damage these industries ir
reparably. Taiwan was the top beneficiary of the 
U.S. GSP program in 1987 as it was in 1986. 

Tariffs 

The principal import harrier impeding mar
ket access to Taiwan is high tariffs.3 During the 
year, high tariffs accounted for the overwhelming 
proportion of U.S. firms' market access com
plaints about Taiwan. Taiwan's tariffs now aver
age about 20 percent and range up to 57 .5 
percent ad valorem. Recently, Taiwan has taken 
steps to reform its tariff regime, although cuts 
made in 1986 concentrated on products in which 
Taiwan is a major producer; few of the cuts madt: 
that year made any appreciable difference for the 
U.S. exporter. 

3 USTR, 1987 National Trade Estimate, Report on For
eign Trade Barriers, Wash., DC, p. 297. 
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Generally Taiwan maintains low tariffs on 
bulk agricultural commodities, industrial raw ma
terials and capital equipment. Duties on con
sumer goods and food products are generally 
high. For example, high tariffs exist for fruit 
juices ( 45-5 5 percent), canned fruit (30-40 per
cent), fresh avocadoes (57.5 percent), apples (40 
percent), pears ( 40 percent), fresh citrus (SO per
cent), optical fibers, calendars, and checkbooks 
(30 percent). 1 Taiwan has also applied a special 
import levy on grain and soybeans since 1972. 
The levy was increased to $9 per ton on July 1, 
1985,2 

In January 1987, Taiwan lowered duties on 
more than 1,800 articles and reduced its maxi
mum tariff rate from 67 .5 percent to 57.S per
cent. On April 18, 1987, Taiwan reduced tariffs 
by 50 percent on goods specified during the April 
14-16 AIT consultations with the Coordination 
Council for North American Affairs (CCNAA). 
These goods included wood and paper products, 
industrial adhesives, certain household goods, 
turkey meat, raisins, walnuts, pistachios, choco
late candy, soybeans, soybean meal and oil, sau
sages, and sunflower seeds and oil. Six products 
were made free of duty. In addition to these tar
iff cuts, Taiwan also reduced tariffs on 800 other 
items. However, the grain levy was not removed. 

Overall, the duty cuts in 1987 greatly re
duced duties on consumer goods and brought the 
average tariff below 20 percent. On a voluntary 
basis, or in negotiated settlements with the United 
States, Taiwan has cut tariffs on hundreds of 
items in the past 2 years, and another round of 
tariff reductions is scheduled. Effective January 
1988, tariff cuts averaging 50 percent will be ap
plied to about 3,500 items. 3 

Beer, Wine, and Tobacco 

The Taiwan Tobacco and Wine Monopoly 
Board (TTWMB) controls the production, im
port, distribution and promotion of cigarettes and 
wine through high tariffs and other import limita
tions. Beer imports were banned. A 1986 sec
tion 301 investigation resulted in a determination 
by the President that Taiwan's policies regarding 
the distribution and sales of these products consti
tuted an unfair restriction on U.S. commerce.4 

In December 1986, the authorities on Tai
wan agreed to lift their ban on beer imports and 
provide increased access to their wine and to
bacco !llarkets. However, several of the subse
quently issued implementing regulations violated 
the December agreement. As a result, Taiwan 
customs prevented shipments of U.S. beer, wine 
and cigarettes from entering the market during 

I Ibid. 
2 Ibid. 
3 "Lower Tariffs on Taiwan," Journal of Commerce, 
Feb. 10, 1988, p. 1. 
• For background information, see Operation of the 
Trade Agreements Program, 38th Report, 1986, p. 4-40. 
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the lucrative Chinese New Year holiday period. 
During consultations in May 1987, Taiwan agreed 
to rewrite its regulations to conform to the agree
ment. 

Nontariff Barriers 

Taiwan maintains a number of nontariff im
port barriers (NTRs) that impede access to its 
markets. There are a number of obvious barriers 
such as embargoes on some products and import 
licensing requirements for other items. The more 
subtle NTB's employed by Taiwan are discussed 
below. 

Excessive documentation for imports 

AIT reported that procedural complications 
make importing into Taiwan very problematic. 
The difficulties vary for each article, and some 
products have no difficulties at all. However, a 
common complaint is of goods held up in customs 
until a large, but usually indeterminate, number 
of approvals are placed on the shipping docu
ments. Other problems involve customs valu
ation, delays in processing, or excessive zeal in 
prosecuting minor discrepancies in documenta
tion. 5 

Product registration 

U.S. exporters of pharmaceuticals and ~os
metics to Taiwan complain about the difficulties 
in getting their products approved by the Taiwan 
Board of Health. Complaints are that the ap
proval process is too time-consuming, does not 
sufficiently protect proprietary information, favors 
production in Taiwan, and frequently results in 
rejections for arbitrary reasons.a 

Restricted access to the official commissary sys
tem 

Consumer goods in Taiwan flow through two 
distinct distribution channels. One is the tradi
tional venue of retail stores, chain stores, drug
stores, etc. The other is the official commissary 
system (called The General Welfare Services Or
ganization) of 650 stores. Although purchasing 
through commissary outlets is limited to civil serv
ice and military employees, Taiwan's large ex
tended families mean that the commissaries are a 
major factor in retailing consumer goods. The 
commissary system handles about 35 percent of 
Taiwan's retail business and up to 40 percent of 
sales for certain consumer products. Foreign 
goods were not allowed in the outlets until re
cently unless they were represented by certain 
wholesalers who had sold the products in Taiwan 
for at least 3 years. However, registration of a 
foreign product for inclusion in the system contin
ues to be hindered by regulations and procedures. 
Discussions by AIT and the Taipei American 

11 AIT, AITgram, "Taiwan Marketing Plan FY 1988," 
Nov. 30, 1987, p. 11. 
1 Ibid. 
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Chamber of Commerce with Taiwan authorities 
during the year led to improved foreign access to 
the commissary system, but problems remain, 
particularly with regard to new products or prod
ucts newly introduced to the local market. 1 

lntermodal Shipping 

Foreign flag carriers are not permitted to en
gage in intermodal container-related and freight 
transportation operations. Regulations also pro
hibit foreign companies from engaging in trucking 
operations or being major shareholders in compa
nies acting as shipping agents, container-terminal 
operators, or sea-cargo forwarders. These restric
tions place U.S. carriers at a significant disadvan
tage compared with local flag carriers. Local 
carriers can freely provide such intermodal serv
ices either directly or through their own subsidiar
ies. The restrictions also place U.S. flag carriers 
at a severe price disadvantage since they are sub
ject to a business tax that does not apply to local 
shipping companies.2 

The United States and Taiwan discussed the 
restrictions on intermodal shipping for the first 
time in 1985 but no progress was made. During 
April 1987 talks, CCNAA agreed to let U.S. car
riers operate as their own container-terminal op
erators, shipping agencies, container-freight 
operators, and sea-cargo forwarders in accor
dance with local laws and regulations. Container
freight-station operation was made contingent 
upon obtaining an inland container-terminal li
cense. However, the issue of availability of li
censes for U.S. carriers remained unsettled at 
yearend. 

Restrictions on foreign ownership of trucking 
operations are stipulated by highway law amend
ments. CCNAA said it would study further the 
implications of amending the laws to permit for
eign participation. If the law were amended, 
CCNAA said foreign truck operators would be 
subject to expropriation and other measures in 
case of national emergency security inspection, 
taxation, tariff regulation, and other actions appli
cable to domestic business.3 

Motion Pictures 

In 1986, Taiwan eliminated its foreign-film 
quota system and also abolished the special film 

I Ibid. 
2 USTR, Annual Report on National Trade Estimates, 
1985, p. 204. 
'USTR, Foreign Trade Barriers, 1987, p. 305. In 
March 1988, the U.S. Federal Maritime Commi:;sion 
dropped Its proposed retaliation against Taiwan carriers 
In response to the restrictions on U.S. carriers when 
agreements were reached In mid-January to resolve some 
of the conlainer-terminal problems. The Maritime Com
mission will continue to monitor the situation, however, 
and will take appropriate action as conditions warrant. 
Robert Morison, "Commission drops Taiwan investiga
tion," Journal of Commerce, Mar. 3, 1988, p. JOB. 

import levy and limits on importing reissued films. 
The film-import entertainment tax was also re
duced, although not to a level commensurate with 
the tax applied to domestic films. Effective April 
17, 1987, Taiwan increased from four to six the 
total number of copies of a motion picture that 
may be imported. The number of theaters in 
which an imported film can be released in any 
one city is limited to four. 

Textiles4 

On April 22, 1987, the United States agreed 
to extend the existing 3-year U .S.-Taiwan textile 
agreement through December 31, 1989. The ex
tension is the result of Taiwan's agreeing to re
duce its import tariffs on 497 textile and apparel 
items. For some of these products, tariffs were 
lowered as much as 75 percent. U.S. industry 
groups expressed disappointment with the ex
tended accord since Taiwan's tariff reductions do 
not guarantee the island will open its markets to 
U.S. imports. 

REPUBLIC OF KOREA 

The Economic Situation in 1987 
The Korean economy posted a spectacular 

growth of 15.6 percent during the first quarter. 
Growth in the second quarter slowed considerably 
reflecting internal and external developments (see 
discussion below). Overall, Korea's export
driven economy grew by 12.2 percent in real 
terms in 1987. This was the country's second 
coni;,'lcutive year of double-digit economic 
growth, and the world's highest growth for the 
year. Strong exports contributed to the growth. 
Led by automobiles, electronics, and textiles, 
Korea's merchandise exports (on an f.o.b. basis) 
rose over 36 percent from 1986 to a record $46.2 
billion.s The increase was due, in part, to the 
strong performance of such high-technology in
dustries as electronics (up 54 percent over 1986) 
and automobiles (up 106 percent).a Growth in 
traditional industries such as textiles and footwear 
(each up 33.6 percent) also contributed to the 
outstanding export performance. 

Korean exports in December alone were 
$5.22 billion, exceeding $5 billion for the first 
time and up 49 percent from the same period in 
1986. The U.S. market played a particularly im
portant role in Korean export growth. In 1987, 
the United States consumed 40 percent of total 
Korean exports: 42 percent in the electronics sec
tor, 80 percent in the automobile sector, 66 per
cent in footwear, and 47 percent in machinery.7 

4 Source for this information is International Trade Re
porter, Apr. 29, 1987, p. 579. 
e "Current account surplus doubles in South Korea," 
Journal of Commerce, Feb. 12, 1988, p. 1. 
11 "On the Upbeat," Business Korea, Mar. 1988, p. 8. 
7 U.S. Department of State, Seoul, Jan. 8, 1988, 
00270. 
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lmpons (on an f.o.b. basis) were up 29.7 
percent to $38.53 billion. Per capita GNP was 
about $2,813, up $517 from last year. Korea's 
trade balance registered a surplus of $7 .65 bil
lion, up from $4.2 billion in 1986. Bank of Ko
rea officials said Korean expons were so strong 
because the fast-paced appreciation of the Japa
nese yen helped Korean exporters boost their 
price-competitiveness in overseas markets, as did 
the won's relatively low value against the U.S. 
dollar. According to the Bank of Korea, the cur
rent-account surplus more than doubled in 1987 
to $9.8 billion from $4.6 billion 1 year ago.1 On 
the down side, Korea is the world's fourth largest 
debtor nation. However, even that situation im
proved during the year. By June 1987, external 
debt was $40.4 billion, down $4.1 billion from 
the beginning of the year. By the end of Septem
ber, the foreign debt had been reduced to $37.7 
billion, far exceeding the Government's original 
yearend target of $41.8 billion gross debt.2 

For Korea, the year's strong economic 
growth was coupled with unprecedented change 
in the political arena. Popular agitation forced 
the militarily backed government to recognize 
that political change-long out of step with eco
nomic advancement-was imminent. On June 
29th, the Government's chosen candidate for 
President, Roh Tae-Woo, announced a move to
ward "democratization" that set in motion a proc
ess for democratic elections and political reform 
in Korea. Presidential elections were held in mid
December and in February 1988, President-elect 
Roh assumed office, marking the first peaceful 
transfer of executive power in Korean history. 

The year's political conflicts led to explosive 
internal economic conflicts as well. The June an
nouncement of democratization included a prom
ise that the rights of labor would be respected. 
Many workers organized; by July spontaneous 
demonstrations were erupting in factories across 
the country, often leading to bloody conflicts. 
Although the widespread labor unrest caused 
relatively small losses in production and exports, 
as noted below, significant long-run adjustments 
may be in store for Korean industry. Govern
ment economists estimated that the work stop
pages resulted in production losses of over $1.6 
billion and export losses of over $700 million, 
with declines in automobile shipments accounting 
for about one-half of the losses in export revenue. 
Production losses at the country's three auto ex
porters cut the usual monthly shipments of 
60,000 cars by about two-thirds. Whereas ex
ports increased 35 percent during June and July 
1987 compared with June and July 1986, they 
rose only 18.S percent in August 1987 compared 
with August 1986, as some foreign buyers report
edly shifted orders to other suppliers such as Tai
wan and Hong Kong. 

'Ibid. 
2 U.S. Department of State, AIRGRAM, "Foreign Eco
nomic Trends for Korea", Jan. 22, 1988, pp. 4-5. 
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The strikes focused on three issues: a de
mand for democratic unions to replace govern
ment-controlled associations, increased wages, 
and improved working conditions. Following 
resolution of the disputes, Government officials 
and industry executives became concerned that 
the resultant l 0 to 20-percent wage increases 
would have a negative effect on the future com
petitiveness of Korean products abroad; in the 
past, wages comprised less than l 0 percent of the 
manufacturing costs for Korean industry. It is 
also likely that an increase in labor costs will 
quicken the pace of the shift from labor-intensive 
industries such as textiles, toward technology-ori
ented industries such as electronics and automo
biles. 

The Government is also concerned about the 
potential impact of wage increases on certain 
macroeconomic variables. The pay raises, cou
pled with increases in the money supply, could 
accelerate future inflation beyond 5 percent, ac
cording to some estimates, in contrast with the 
3.1 percent recorded in 1987. Unemployment 
could also increase from the current 3.4 percent 
as higher wages encourage increased automation. 

Despite the potentially negative economic 
consequences resulting from the labor unrest and 
associated pay increases, policymakers in Korea 
sympathized with many of the workers' economic 
demands. Labor Minister Lee Hun-Kee admitted 
that "under the government's growth-first policy, 
there is no denying that not enough attention has 
been paid to the question of equitable distribution 
of income and improvement of working condi
tions." 

The working conditions faced by Koreans 
support these admissions. According to the Inter
national Labor Organization, the average work
week for manufacturing employees is 54.3 hours, 
the longest in the world.3 Although productivity 
in manufacturing has nearly doubled since 1980, 
real wages have risen by less than 40 percent. 
The average wage for production workers in all 
Korean industries is Sl.75 an hour. 

Korea is also considered to be one of the 
most hazardous countries in the world for a 
worker. According to union officials, last year 
1, 660 employees were killed on the job out of a 
total workforce of 16. 1 million. More than 
20,000 others were crippled in industrial acci
dents.4 

Some of the nation's business leaders, in 
contrast to Government officials, have not yet 
changed their attitudes toward workers' economic 
demands. For example, Kim Woo-Joong, chair
man of the Daewoo chaebol, claimed that Korea 

3 "South Korea faces increased activism by factory work
ers," The Asian Wall Street Journal Weekly, Aug. to, 
1987, p. 2. 
• Mark Clifford, "Labor strikes out," Far Eastern Eco
nomic Review, Aug. 27, 1987, p. 17. 



can compete in the international market only 
"with our low labor costs. Workers must render 
some sacrifice. Later, they can enjoy their 
lives." 1 Attitudes such as this, besides encounter
ing effective domestic opposition, drew adverse 
reaction overseas. Some U.S. businessmen ar
gued that Korea is able to sell so many goods in 
the United States because of low wages and the 
restrictions placed on labor unions. Trade legis
lation being considered by the U.S. Congress in
cludes a provision that would give the President 
the authority to classify the denial of labor rights, 
including the right to form democratic labor un
ions, as an unfair trade practice subject to retali
ation. 

Merchandise Trade With the 
United States 

The United States and Japan remained 
Korea's largest trading partners in 19 8 7, together 
accounting for almost 60 percent of Korea's ex
ports and imports. Korea's exports to the United 
States, its principal market, were again strong. 
The United States took over 40 percent of Ko
rean exports and supplied about 20 percent of its 
imports. Korea registered a bilateral surplus of 
$9.4 billion, up from $6.9 billion in 1986 (see 
table 4-9).2 Korean demand was strong for U.S. 
industrial raw materials, heavy machinery, elec
tronics, and scientific products with a high tech
nological content. The Korean Government 
continued in 1987 to foster rapid expansion of 
infrastructure facilities, with bidding on some of 
the projects open to participation by U.S. firms. 
Other leading items of trade were grain, coal and 
oil products, aircraft, and raw cotton. Leading 
U.S. imports from Korea included electrical ma
chinery, textiles, automobiles, footwear, non
electrical machinery, leather goods, and toys. 

The value of U.S. agricultural exports to Ko
rea declined during the year because of lower 
prices for major U.S. exports such as cotton, 
wheat, corn, and soybeans and particularly be
cause of Korea's restrictive import policies.3 For 
example, Korean feed-grain imports are managed 
under a tight quota system that encourages the 
use of expensive, locally produced inputs and 
nongrain feed ingredients as a substitute for im
ported feed grain. Consequently, Korea's imports 
of traditional feed ingredients, particularly corn, 
declined during the year. The imported feed
grain share of total feed-grain-ingredient utiliza
tion has declined by 7 to 8 percent since 1984.4 
The Office of the USTR estimated that U.S. feed
grain imports to Korea could increase as much as 
$62 million annually if Government quotas were 
lifted.s 

1 Ibid. For additional Information on Korea• s labor 
strikes, see, pp. 14-19. 
11 In 1987, Korea's deficit with Japan fell slightly to $5.2 
billion from $5.4 billion In 1986. "On the Upbeat," 
Business Korea, p. 9. 
3 U.S. Department of State, Seoul, Airgram, Jan. 22, 
1988. 
'USTR, 1987 National Trade Estimates, p. 201. 
II Ibid. 

Korea's agricultural trade policy is based on a 
high level of protectio:.1 for the farm sector. 8 

Farm-product liberali:~ation progressed slowly 
during the year, with most newly liberalized prod
ucts selected because they could not substitute for 
domestic products or because high tariff levels 
rendered them uncompetitive with locally pro
duced goods.7 U.S. sales of processed foods and 
beverages to Korea declined in response to these 
and other policy measures designed to keep high
value-added agricultural-product imports to a 
minimum and promote the export of locally pro
duced products. Key Korean processed-food ex
ports include instant noodles, canned 
mushrooms, and canned mandarin oranges. The 
leading items exported from the United States to 
Korea in 1987 were whole cattle hides ($577 mil
lion), electronic components ($567), corn ($356 
million), cotton ($289 million), soybeans ($232 
million), aircraft parts ($215 million), and wheat 
($213 million). The leading items imported from 
Korea to fr i United States in 1987 were passen
ger automobiles ($2.1 billion), men's footwear 
($757 million), electronic components ($656 mil
lion), toys ($443 million), women's footwear 
($443 million), leather apparel ($390 million), 
and microwave ovens ($366 million). (See tables 
B-15 and B-16 for details of U.S.-Korea bilateral 
trade.) 

The annual trade plan prepared by the Min
istry of Trade and Industry (MTI) for the period 
July 1, 1987, to June 30, 1988, furthered import 
liberalization by adding an additional 170 items to 
automatic-approval (AA) status for import li
censes.a Twenty-four of these items, including 
analog computers, hybrid computers, peripheral 
units, large automobiles, grapefruit juice, me
dium-sized computers, and some textile raw ma
terials, were freed for import ahead of their 
original preannounced import liberalization 
schedule.9 Other freed items of particular inter
est for U.S. exporters included certain construc
tion equipment, certain organic chemicals, 
polyamide fibers, razors, bearings, metal- working 
machine tools, certain construction equipment, 
certain auto parts, telecommunications equip
ment, micro-buses, motorcycles, slide fasteners, 
certain components of electronics, and video 
tapes. 10 

8 U.S. Department of State, Seoul, Airgram, Jan. 22, 
1988. 
7 Ibid. 
' Import liberalization Is defined by the Korean Govern
ment as the percentage of items on the tariff schedule 
that are automatically approved for import. As a result 
of changes under the latest trade plan, the Import liber
alization ratio Increased to 93.6 percent from the 91.5 
percent reached in the previous plan. 
11 U.S. Department of State, Seoul, Airgram, Sept. 29, 
1987. 
10 Ibid. 
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Table 4-9 
U.S. merchandise trade with Korea, by SITC Nos. (Revision 2), 1985-87 

S/TC 
Section 

(In thousands of dollars) 

No. Descrlplton 1985 

O Food and llve anlmals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materlals. lnedlble, except fuel ............... . 
3 Miner al fuels. lubrlcants, etc. . ..................... . 
4 Olis and fats, anlmal and vegetable ................. . 
5 Chemlcals ....................................... . 
6 Manufactured goods classlfled by chief materlal ....... . 
7 Machinery and transportation equipment ............. . 
8 Mlscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

classified ....................................... . 

Total ......................................... . 

Food and llve animals ............................. . 
Beverages and tobacco ........................... . 
Crude materials, Inedible, except fuel ............... . 
Mineral fuels, lubricants, etc. . ..................... . 
Olis and fats. anlmal and vegetable ................. . 
Chemicals ....................................... . 
Manufactured goods classified by chief material ...... . 
Machinery and transportation equipment ............. . 
Miscellaneous manufactured articles ................. . 
Commodities and transactions not elsewhere 

classified ....................................... . 

Total ......................................... . 

1 Domestic exports, f.a.s. 
2 Imports for consumption, customs value. 

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

549,527 
5,904 

1,383,691 
386,242 

40,803 
591,045 
316,642 

2,080,016 
245,912 

66,720 

5,666,503 

124.164 
22.238 
10,432 
79.129 

82 
86.105 

1,936, 785 
2,828.873 
4,821.875 

76,680 

9,986,363 

Source: Complled from official statistics of the U.S. Department of Commerce. 

1986 1987 

U.S. exports1 

439,669 658,461 
11,688 7,725 

1,577,248 2,057,501 
230, 126 322,027 

23,910 36,367 
761,902 996,020 
385,710 455,030 

2,020,474 2,510,591 
287,641 350,211 

57,336 92, 131 

5, 795, 704 7.486,064 

U . S. lmports2 

179,567 293, 105 
25,772 20,009 
12,840 16,583 
41, 187 16,469 

4 365 
125,278 137,685 

1,793,870 1,983,604 
4,524.157 7,045,561 
5,901,497 7,275,860 

78,647 98,911 

12 ,682 ,819 16,888, 153 

Major Policy Developments Affecting 
Trade 

Annual Trade Plan 

Import liberalization was postponed on 12 
items scheduled to be freed under the prean
nounced schedule. They included solid-type 
caustic soda, ethyl acetate, fresh persimmons, 
and small and medium automobiles. In addition, 
three coal products (anthracite coal, briquettes, 
and ovoids), were added to the import restricted 
list. 1 

shoots, roasted coffee, beef soups and broths, 
water colors, high density polyethylene kitchen 
utensils, fur skins, glass lighting fixtures, wall tiles, 
porcelain-on-steel kitchenware and bath tubs, 
certain hand-tools, cordless telephone sets, eye
glass frames, electric organs, and pencils and pen
cil leads.3 No newly freed items were added to 
the SS list in 19 8 7. The SS system is scheduled 
for abolishment in 19 8 8. In anticipation of this 
move, the Korea Trade Commission was estab
lished in July 1987 to receive appeals from indus
tries allegedly injured by import surges. 

The MTI fully freed over 50 items for import 
by eliminating them from the surveillance system 
(SS) .2 They include silkworm cocoons, bamboo 

1 Ibid. 
2 The surveillance system monitors import flows of newly 
freed AA items. Surveillance items are closely moni
tored to determine their impact on the domestic market. 
Use of the system virtually precludes any import growth 
or increased competition for domestic producers of the 
products on the list. Items in this category require prior 
confirmation for their import from the Association of 
Foreign Trading Agents of Korea (AFT AK) for import 
license. In principle, after a period of surveillance these 
items will either be moved to full AA status or returned 
to the import restricted list. 
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Korea also classifies certain import items un
der a market diversification plan (MD). Items in 
this category are subject to special import ap
proval procedures if imported from a country with 
whom Korea has an extremely unfavorable trade 
balance of long standing (as with Japan). Import
ers need prior confirmation from AFT AK for li
censes to import these items. The MD measure 
indirectly provides favorable opportunities to 
competitors from the United States and other 
countries that do not run an extreme bilateral 

3 U.S. Department of State, Seoul, Airgram, Sept. 29, 
1987. 



trade surplus with Korea. Under the latest annual 
plan, nearly 90 items were added to the MD list. 
They include carbon black, cyanates, certain syn
thetic organic dyes, stamping foils, photo paper, 
photo developers, toners, thermal paper, glass for 
color picture tubes, gold wire for manufacturing 
semiconductors, pig iron, certain engine parts, 
honing machines, machine tools for carpenters, 
certain construction equipment, and small and 
large automobiles.1 MTI also deleted about 100 
items from the list, including stearic acid, potas
sium hydroxide, textured yarn of polyester fiber, 
bolts, milking machines, guitars, and gas lighters.2 

Tariffs 

Korea has administered a flexible tariff sys
tem since 197 4 to control surges in imports and 
prevent market disruptions that may result from 
trade liberalization measures.3 Under the flexible 
system, tariffs are temporarily changed to achieve 
specific economic goals. The changes are usually 
effective for 6 months but may be extended for a 
longer period. The tariff system includes the 
Emergency Tariff Plan, the Adjustment Tariff 
Plan, and the Tariff Quota Plan. In past years, 
Korea has been criticized foi' liberalizing trade in 
some goods by removing nontariff barriers only to 
proceed to increase the tariffs through the flexible 
tariff system. However, the 19 8 7 schedule re
duced the number of items subject to higher tar
iffs and used emergency tariffs in a more 
moderate fashion than in the past. It is also note
worthy that no new items were listed under the 
adjustment tariff plan for 1987. 

During 19 8 7, tariff rates were lowered be
tween 5 and 30 percent on 289 products. The 
average reduction was about 7 percent. Tariff-re
duced items of particular interest to the United 
States include: cigars and cigarettes (reduced by 
30 percent); beer (20 percent); lemons and 
limes, automobiles, loud speakers ( 10 percent); 
canned beans, canned corn, chocolate, certain 
cosmetics, certain construction equipment, com
puters, and tennis rackets (5 percent) .4 

Emergency tariff plan 

This plan is designed to protect strategic do
mestic industries, to discourage the importation of 
nonessential and luxury items, and to modify tar
iffs as required by structural changes in industry. 
The emergency tariff plan for 19 8 7 contained 
seven items: talcum powder, crude oils, gas oils 
and heavy oils, acetaminophen, salts of casein, 
ferro-manganese, and silicon-manganese.5 The 
new tariffs on these items range from 15 to 30 
percent and are in effect through June 1988. 

1 Ibid. 
2 Ibid. 
3 For background information on Korea's tariff regime, 
see Operation of Trade Agreements Programs, 36th Re
port, 1984, pp. 174-175. 
4 U.S. Department of State, Seoul, Feb. 8, 1988, 
01532. 
8 U.S. Department of State, Seoul, Aug. 10, 1987, 
09254. 

Adjustment tariff plan 

An adjustment tariff can override an emer
gency tariff and impose rates of up to 100 percent 
to curb or prevent actual or expected domestic 
market surges in the import of items scheduled to 
be liberalized or already liberalized from non
tariff-barrier restrictions. An adjustment tariff 
may be applied within 3 years of the import liber
alization date. In 1987, of the five items remain
ing on the adjustment tariff schedule from the 
previous plan, two items were moved to the emer
gency tariff plan at a reduced rate, and the re
maining three items were eliminated and returned 
to their lower general rates. Those items are 
tinned plates and sheets of iron and steel, copper 
sheets and strips, and static converters.6 

Tariff quota plan 

In principle, tariffs remain at a reduced level 
on quota items until specified quota ceilings are 
reached. Then the higher general rates take ef
fect. The tariff quota system is intended to stabi
lize domestic market prices and to assure the 
smooth supply of raw materials and equipment for 
domestic demand. Fifty-five additions and no 
deletions were made to the 19 8 7 tariff quota 
plan. The newly added items included beef tal
low, palm oils, certain chemical products, dye 
stuff, acrylic fibers, valves, switches, and parts of 
textile machines.7 From June 9 to December 31, 
1987, a total of 93 items enjoyed reduced tariffs 
until specified quota ceilings were reached. 

Regulations on Beer Imports 

Beer imports have been permitted since 
1984, but foreign-market penetration remained 
minimal in 1987. High import duties and the 
high value of the dollar helped make U.S. beer 
uncompetitive. Another barrier to increased 
market share for foreign manufacturers was cre
ated in August 1987 when the Office of National 
Tax Administration issued new regulations mak
ing it impossible for importers of foreign beer, 
wine, or liquor to sell directly to end users. 
Moreover, the regulations specify that all imports 
can now only be sold through licensed distribu
tors. Licensed distributors in Korea are generally 
controlled by the local brewing concerns that are 
direct competitors to foreign products. Previ
ously, the one Korean licensee that imported 
U .S.-made beer sold directly to bars, hotels, su
permarkets and restaurants. 

Restructuring of the Fertilizer Sector 

In the 1960's, the Korean Government en
couraged joint ventures with foreign manufactur
ers to help develop the local fertilizer industry. 

e Ibid. 
7 Ibid. 
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The Government guaranteed reasonable profits to 
these ventures by committing itself to purchasing 
50-90 percent of their production for a period of 
10 to 15 years from the start of operations. Gov
ernment purchases were sold to farmers at prices 
considerably below procurement cost. Conse
quently, the Government realized huge deficits in 
its fertilizer account; the cumulative deficit at the 
end of 1986 was estimated at $1.1 billion. 

In August, the Government announced a 
plan to improve and liberalize the fertilizer supply 
and marketing system. Prior to the new policy, 
imports of most types of fertilizer were banned to 
protect the local industry, whose capacity ex
ceeded domestic requirements. The policy 
change now permits the National Agricultural Co
operatives Federation (NACF) and existing fertil
izer manufacturers to import fertilizer in 1988 
and 1989. Import duties will be reduced from 10 
to 2 percent on ammonia fertilizers in 1988 and 
from 20 to 10 percent on urea and compound 
fertilizers in 1990. Fertilizers are scheduled for 
complete liberalization in 19 9 0. 1 

The Government will no longer subsidize fer
tilizer procurement, but the NACF will purchase 
fertilizer for resale from manufacturers with its 
own funds at negotiated prices that are expected 
to be considerably below the prices previously 
paid by the Government. The Government esti
mated that when sales are entirely liberalized in 
1988, competition among manufacturers will lead 
to relative consumer price cuts of 6 to 23 percent, 
depending on fertilizer type. This is expected to 
reduce the total financial burden on farmers by 
approximately $43 to $52 million annually. 

The plan also calls for the Government to sell 
its equity share in some fertilizer companies and 
arrange for rationalization of the industry over the 
next 2 years to improve efficiency. This move 
should help reduce excess capacity when eco
nomically nonviable firms are forced to exit the 
market. 

United States-Korea Bilateral 
Trade Issues 

The United States intentionally did not press 
Korea on trade issues during that country's highly 
sensitive Presidential campaign.2 Following the 
December 16th vote, however, trade frictions es
calated rapidly as the United States sought to re
solve several longstanding disputes. During the 
year, Korea continued to move very slowly to 
open its large, highly protected market. The 
country's usual defense against U.S. pressure for
market opening lost force for a number of rea-

1 "Phase-In of fertilizer imports to parallel lower tariff 
rates," Korea Herald, Aug. 20, 1987, p. 6. 
2 Stuart Auerbach, "Yeutter says U.S. will renew S. 
Korea pressure," The \Vg~hington Post, Dec. 17, 1987, 
p. 01. 
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sons: Korea's foreign debt is declining rapidly, 
and the external debt of the United States is soar
ing; future Korean bilateral trade surpluses now 
appear secure, and Korea's leverage as one of the 
largest importers of U.S. farm goods has weak
ened.3 With the Korean won appreciating only 
12 percent against the U.S. dollar since 1985, 
Korea's bilateral surplus with the United States 
reached almost $10 billion in 1987 and is not 
likely to narrow significantly in 1988. 

Moreover, Korea can no longer rely on the 
infant industry argument to justify continued pro
tection of its domestic markets. Its record of in
dustrial achievement is significant: Korean 
industry has set record first-year car sales in the 
highly competitive U.S. market; it exports one of 
the fas test selling personal computers in the 
United States; it ranks second among the world's 
shipbuilders; it is one of the most efficient steel 
producers in the world; and it is one of the few 
countries to develop 256k dram chips. Although 
there are many levels of production not under
taken in Korea, the U.S. position is that the foun
dation exists to allow its industries to enter into 
new areas without the necessity of protected 
home markets. Korea's growing emergence in 
the international economic arena and it's highly 
successful ventures into high technology products 
has strengthened perception in the United States 
of Korea as a second Japan-as a competitive 
economy ready for greater foreign participation in 
its domestic markets. Korea, however, portrays 
itself as an economy in transition, not yet pre
pared to take on foreign competition. These dif
ferences in perception fueled the trade frictions 
between the two countries during the year. 

Trade Diversification 

Trade diversification is an important compo
nent of Korea's current economic policy goals. 
Avoidance of overdependence on traditional 
partners such as the United States and Japan is a 
primary objective. Korea's export dependence 

. on the United States has produced a sizable bilat-
eral trade surplus and, as a result, increased trade 
tensions. Conversely, Korea's reliance on Japan 
as its major source of imports has generated large 
bilateral deficits with that country. 

On April 17, the Korean Government an
nounced plans to freeze its growing trade surplus 
with the United States by discouraging exports to 
the United States and encouraging its exporters to 
seek markets elsewhere.4 The package report
edly calls for encouraging imports through in
creased private domestic investment in plants and 
equipment and expanded public-works spending. 

3 "A Not-So-Merry Christmas; Korea-U.S. Trade Fric
tion," Business Korea, Jan. 1988, p. 33. 
•Clyde Haberman, "Seoul announces a plan to freeze its 
surplus In U.S. trade," The New York Times, Apr. 17, 
1987. 



The proposal also calls for a reduction in the 
number of products on the import-restricted list 
and for substantial relaxation of foreign-exchange 
regulations. The foreign-exchange revisions were 
implemented in late July. Foreign businesses are 
now permitted to remit profits to their home 
countries more easily, and foreigners employed in 
Korea are allowed to send their salaries, except 
for "basic living expenses," to their home coun
tries; remittances of salaries were previously lim
ited to $500 per month. Laws restricting 
foreign-exchange expenditures by Korean busi
nesses on advertising abroad, on the salaries of 
foreign experts, and for the payment of royalties 
were also relaxed under the new rules as were the 
laws limiting the remittances of Koreans to rela
tives overseas. 

To help Korean companies buy more im
ports, the Government will earmark $3 billion in 
foreign exchange from its current account surplus 
for special loans. Conversely, the Government 
hopes to slow export growth by reducing officially 
supported export financing. At yearend, detailed 
plans for implementation of the loan program 
were unavailable. 

Currency Revaluation 

Korea's export drive has been aided by tight 
currency controls that keep the won seriously un
dervalued. Since registering a $7.4 billion trade 
surplus with the United States in 1986, Korea has 
been under increasing pressure from the U.S. 
Government to revalue the won at a more rapid 
rate than has occurred thus far. In response, the 
Korean Government announced in late April 
1987 that it would allow the International Mone
tary Fund (IMF) to arbitrate the currency dispute 
during Korea's annual consultations with the 
IMF. After visiting Seoul in June, the six-mem
ber IMF panel advised the Government to speed 
up the appreciation of the won, but gave no 
"magic number" for its value, according to 
Hubert Neiss, the IMF's deputy director for 
Asian affairs and leader of the delegation. The 
Korean Government and the l'.vfF team agreed, 
however, that exchange-rate appreciation was 
necessary to prevent Korea's current-account sur
plus for 1987 from exceeding the SS billion target 
set by the Government. The IMF projected that 
if no action were taken, the surplus could reach 
$8 billion. (By yearend, the current account sur
plus was $9. 78 billion.) The delegation also 
urged that Korea attempt to narrow its surplus by 
reducing tariff barriers and relaxing foreign-ex
change controls that "the economy has long out
grown." 

Acceptance of the IMF recommendations 
was a politically sensitive issue in Korea. Al
though the Government's decision to consult with 
the IMF was reportedly prompted in part by the 
desire to avoid appearing to capitulate to U.S. 

pressure, the Korean press described the IMF as 
"a typical organization in which U.S. influence is 
absolutely dominant." Strong criticism was also 
voiced by Korean exporters, who claimed that 
any further appreciation of the won (which has 
risen by only 12 percent against the dollar since 
1985) would eliminate profit margins and thereby 
harm the price competitiveness of their products 
compared with goods from Japan and Taiwan. In 
fact, however, Korean exports the first S months 
of 1987 were up 40 percent compared with those 
of 1986, partly because of large increases in the 
values of the yen and the New Taiwan dollar. 

Appreciation of the won was also opposed by 
some Korean economists, who pointed out that 
the country's overall trade surplus in 1986 was 
the first in its history. For the year, the won had 
appreciated approximately 8 percent against the 
U.S. dollar. U.S. dissatisfaction with the pace of 
change continued, making currency revaluation 
one of the most contentious issues between the 
two countries in 1987. 

Beef 

Improved access for agricultural products is a 
high priority for the United States. Several im
portant U.S. products are now either banned en
tirely from Korea or are subject to quantitative 
restrictions. For example, all poultry and poultry
product imports except for fresh and frozen tur
keys and turkey meat, are banned. 

Korean restrictions on beef imports were a 
highly sensitive bilateral issue in 1987. Beef im
ports have been banned since 1985. High quality 
beef imports are opposed by the powerful Agri
cultural, Forestry, and Fisheries Ministry, in part, 
because of a slump in the domestic livestock in
dustry. Korean-grown beef is of lesser quality 
than U.S. beef but wholesales at about twice the 
price. The United States argued that the ban 
contravenes Korea's obligations under the GATT 
and impairs U.S. GA TT rights. 1 During bilateral 
consultations, the United States suggested that 
Korea open its beef market gradually by permit
ting luxury hotels to import for their largely for
eign clientele.2 Following that, imports could 
resume at a pace to compensate for the 3-year 
ban and eventually expand beyond tourist hotels.3 

1 USTR, Foreign Trade Barriers, p. 201. 
2 Peter Maas, "U.S. targets South Korean trade gap," 
The Washington Post, Dec. 30, 1987, p. Fl-2. 
3 Korea announced in January 1988, that it will permit 
beef imports for luxury hotels only. To minimize the 
effects on the local livestock industry, the Government 
announced that cattle feed will be exempted from cus
toms duties. Korea Herald, "Beef imports to be allowed 
only for tourist hotels," Jan. 27, 1988, p. 1. In Febru
ary 1988, the American Meat Institute filed a section 
301 complaint with the USTR charging that Korea's ban 
on beef is unjustifiable and unreasonable. In March 
1988, the United States requested a GA TT arbitration 
panel to settle its dispute over Korea• s ban on beef im
ports. 
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Cigaretlt.!s 

The Korean cigarette market is worth about 
$2.1 billion annually and is controlled by a state 
monopoly that does not advertise its products. 
After an a::"ord was reached in 1986, imports of 
U.S. cigarettes began in September 1986, but im
port tariffs of 100 percent increased the cost of 
foreign brands to approximately S 1. 78 per pack, 
almost three times as much as local brands. In 
1987, foreign cigarettes also remained under se
vere quantity and procedural restrictions and ac
counted for only .3 percent of the market. 1 

During 1987, the United States continued to 
press for more equitable treatment. Although 
Korea agreed to reduce its cigarette tariff from 
100 to 70 percent effective July 1, 1987, the U.S. 
industry was still unable to fill its designated 1 
percent market share owing to pricing, market, 
and distribution constraints. Reportedly, Korean 
officials are considering further reducing the price 
of foreign cigarettes and eventually allowing pri
vate companies to import cigarettes, thereby 
breaking the monopoly held by the Korea Mo
nopoly Corporation.2 

A section 301 petition filed by the U.S. Ciga
rette Exporters Association with the USTR in 
January 1988 charged that access to the lucrative 
Korean cigarette market is unfairly restricted.3 
U.S. industry believes substantial sales could be 
made if the market were fully opened. 

Insurance 

A section 301 investigation of Korea's insur
ance restrictions was successfully resolved in 1986 
when Korea agreed to: 1) license two U.S. firms 
to underwrite compulsory fire insurance effective 
July 31, 1986; 2) admit two U.S. firms to the 
compulsory fire insurance pool effective July 31, 
1986; 3) license at least one U.S. firm to under
write life insurance by the end of 1986; 4) license 
additional qualified U.S. firms to underwrite both 
life and non-life insurance; and 5) reach specific 
understandings on certain technical and adminis
trative matters including re-insurance by the end 
of 1986.4 

Korea did comply with some aspects of the 
agreement: both resident U.S. nonlife firms were 
admitted to the fire pool on July 21, 1986, and as 
of June 1987 the first U.S. company licensed to 

1 Hannah Moore, "Seoul prepares to give ground on 
U.S. trade," Journal of Commerce, Jan. 26, 1988, p. 
l 8A. For background on the cigarette issue, See Opera
tion of the Trade Agreements Program, J8th Report, 
1986, p. 4-44. 
2 "Korea- U.S. trade friction: a not-so-merry Christ
mas", Business Korea, p. 33. 
3 In February 1988, after more than 2 years of negotia
tions on the issue, and in response to the petition, USTR 
launched an investigation into Korean practices that are 
alleged to create barriers to cigarette imports. 
4 For background information on the insurance issue, sec 
Operation of the Trade Agreements Program, J8th Re
port, 1986, p. 4-44. 
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underwrite life insurance began operations and a 
second firm was granted an interim license. How
ever, when the joint venture applications of an
other U.S. firm were disapproved, questions were 
again raised about the procedures for licensing 
other qualified firms. After inconclusive bilateral 
discussions in September 1987, it became appar
ent that the insurance issue was far from resolved. 
A number of application issues remain, particu
larly whether or not U.S. firms wishing to partici
pate through joint ventures will be permitted by 
the Korean Government to choose from an ade
quate group of appropriate potential Korean part
ners. At yearend, bilateral talks were continuing. 

Advertising 

Korea has the second largest advertising mar
ket in Asia, estimated at about $800 million in 
1986 with a 10 to 20 percent annual growth rate. 
The country's foreign-capital inducement law 
prohibits direct foreign investment in advertising. 
U.S. firms estimated they could capture an esti
mated 20-percent market share if foreign partici
pation were not prohibited. 

During bilateral negotiations on the issue in 
1986, Korea was urged to permit foreign invest
ment in advertising and as an interim measure, to 
approve U.S. applications to open branch offices 
in Korea. In August 19 8 7, Korea agreed to allow 
U.S. firms into joint ventures with up to 40 per
cent foreign equity investment. By yearend, how
ever, the issues of access to broadcast media and 
financial restrictions remained unresolved. 

BRAZIL 

The Economic Situation in 1987 
On June 12, 1987, Brazilian President Jose 

Sarney announced tough, new austerity measures 
for Brazil's economy. The package, also referred 
to as "the new Cruzado Plan," was prompted by 
sharp criticism of the Sarney administration's 
original Cruzado Plan, launched in February 
1986.s The original plan, a broad currency and 
economic reform package named after Brazil's 
new currency, was initially heralded as a major 
success. However, the plan's weaknesses began 
to surface a few months into implementation. By 
Jt:ne 1987, inOation in Brazil was running at an 
annual rate of more than 1,000 percent. High 
and unpredictable interest rates resulted in mass 
bankruptcies and capital night from the country. 

The June 1987 corrective measures included 
the devaluation of the cruzado by 10 percent 
relative to the U.S. dollar (following a 7-percent 
devaluation in April), and a new wage and price 
freeze. Before the freeze, the Government in 

11 See the Operation of the Trade Agreements Program, 
J8th Report, 1986, p. 4-45. 



creased sharply the prices of certain items such as 
gasoline, electricity, steel, bread, and milk. An 
objective of the price hikes was to restrict con
sumption, since excess demand was the single 
factor most responsible for undermining the old 
Cruzado Plan. As the year progressed, officials 
relaxed price controls on most consumer items 
except a handful of food products, but they left 
price controls on key industrial inputs in place. 
The June 1987 package also contained other ma
jor provisions, including the halting of major pub
lic construction projects to reduce Government 
spending. 

Earlier, on February 20, 1987, the Govern
ment of Brazil took the controversial step of sus
pending interest payments on its foreign 
commercial debt of $69 billion. In June, Brazil
ian officials broadened this moratorium to include 
an additional $44 billion owed to foreign govern
ments. In November, Brazil entered negotiations 
to resume payments, contingent upon the banks' 
willingness to discuss the multiyear rescheduling 
of its debt on more favorable credit terms. In 
addition to new loans, Brazil sought lower inter
est rates and a commitment from the banks that 
some of its existing debt would be converted into 
equity investment. With its foreign debt totaling 
$113 billion, Brazil is the Third World's leading 
debtor. 

Urgent need for new, short-term credit cou
pled with concern that U.S. bank regulators 
would reclassify its commercial debt as "value-im
paired," moved Brazil in December to consider 
resuming interest payments on commercial debt 
unconditionally. This was part of an effort by 
Brazil to improve its financial position and restore 
ties with banks and international lending agen
cies. 1 Also in December, Brazil's long internal 
debate over fiscal and debt repayment policy 
ended with the resignation of several top finance 
officials and the announcement of higher taxes. 

Despite major problems troubling much of 
Brazil's economy, trade performance was strong 
in 1987. Brazil had a near-record trade surplus 
of $11.2 billion, 16.8 percent higher than in 
1986. Exports in 1987 amounted to $26.2 bil
lion, up from $22.4 billion in 1986, and the sec
ond highest ever. Manufactures and semifinished 
products accounted for more than two-thirds of 
export revenues, led by automotive vehicles and 
auto parts. Firmer prices of certain agricultural 
exports, such as soybeans and orange juice, also 
contributed to increasing Brazil's hard-currency 
receipts. Brazil's imports in 1987 amounted to 
$15.1 billion compared with $12.9 billion in 
1986. 

1 In March 1988, Brazil agreed to resume paying inter
est, thereby ending its long debt moratorium. The move 
came as part of an accord in which Brazil's bank credi
tors pledged to make fresh loans toward a medium-term 
debt financing package at the same relatively favorable 
interest-rate terms that Mexico and some other debtor 
nations have received. The creditors also agreed to re
schedule $62 billion of Brazil's debt for repayment over 
20 years. 

Brazil's economic growth in 1987 is esti
mated at 2 percent, compared with 8 percent in 
1986. For the 12 months ending in October, 
Brazil experienced an inflation rate of 366 per
cent. 

Merchandise Trade With the 
United States 

In 1987, the United States remained Brazil's 
principal trading partner, absorbing about one
third of Brazil's overall exports, but some 60 per
cent of its manufactured exports. Meanwhile, 
Brazil's role in the U.S. trade picture continued 
to be relatively minor. As in 1986, Brazil ranked 
14th as a market for U.S. exports and 11th as a 
source of U.S. imports. In 1987, the United 
States had a merchandise trade deficit with Brazil 
for the seventh consecutive year. The U.S. defi
cit, which contracted in 1986 to $2.9 billion, wid
ened to $3. 7 billion. The larger 1987 deficit was 
the result of an increase in U.S. imports from 
Brazil coupled with U.S. exports to that country 
that remained virtually unchanged from 1986 (ta
ble 4-10). 

The United States maintained a surplus in 
three areas of bilateral trade: machinery and 
transportation equipment, chemical products, and 
in SITC category 9 (commodities and transac
tions, n.e.c.). The United States recorded a 
trade deficit in all other major SITC product cate
gories, especially food. 

Trade between the two countries rose stead
ily through the 1970's, generating a moderate 
U.S. surplus through 1981. Then a concerted 
Brazilian export drive, designed to help service 
the country's massive foreign debt, rapidly accel
erated exports to the United States. U.S. exports 
to Brazil, on the other hand, have been severely 
restricted both by Brazil's pervasive nontariff bar
riers to imports and by Brazilian efforts to diver
sify commodity suppliers and lessen dependence 
on the United States. U.S. exports to Brazil 
amounted in 1987 to $3.9 billion, up only 3.8 
percent from 1986 (table 4-10.) Only exports of 
machinery and transportation equipment ex
panded significantly. Exports of chemicals, which 
surged in 1986, dropped in 1987. Exports of 
food fell precipitously, and declines continued in 
the mineral fuels category. Growth of machinery 
and transportation equipment exports was made 
possible by greater freedom of Brazilian produc
ers to import capital goods. Machinery has been 
traditionally the leading U.S. product sold to Bra
zil, gaining in relative importance through the 
years. Products classified in this group accounted 
in 1987 for 54.4 percent of all U.S. exports to 
Brazil. Machinery and transportation equipment 
is also the principal product category on the U.S. 
import side.2 

2 Sec discussion on U.S. imports from Brazil below. 
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Leading U.S. exports in the machinery and 
transportation equipment group included aircraft 
and parts, telecommunications equipment, and 
automotive products. (See tables B-17 and B-18 
for details of U .$.-Brazilian trade.) Aircraft sales 
almost tripled in value in 19 8 7, owing to a large 
sale of Boeing jets lo Varig Airlines. Aircraft 
moved to top rank among U.S. exports for the 
first year. By contrast, U.S. exports of office ma
chinery (mostly computer parts) dropped. Bra
zil's reserved market for computers and parts has 
been the source of prolonged tension in bilateral 
economic relations. 1 

U.S. grain exports to Brazil continued to fall 
sharply during the year. Corn shipments dropped 
to one-third of their 1986 value. Jn 1987, wheat 
disappeared from the list of leading U.S. exports 
to Brazil, falling consistently from $396 million in 
1984, $308 million in 1985, $66 million in 1986, 
to $ 9. 6 million in 19 8 7. This decline was due, in 
part, to Brazil's bumper harvest in 1987 for most 
crops, including wheat and corn. Brazil's efforts 
to diversify its sources were also important fac
tors. In 1986, Brazil and Argentina concluded a 
bilateral grain agreement, providing for major 
Brazilian purchases of wheat from Argentina 
through 1991. 

Brazil's efforts to diversify its sources of coal 
supplies depressed U.S. exports of this item also. 
In 19 8 7, U.S. coal shipments to Brazil remained 

1 See "Informatics" later in this section. 

Table 4-10 

stable by volume but fell by value because U.S. 
suppliers agreed to the lower prices demanded by 
Brazil's steel industry. SIDERBRAS, Brazil's na
tional steel company, is a leading overseas market 
for U.S. coking coal. Coal was the top U.S. ex
port product to Brazil in 1986, and the third one 
(after aircraft and telecommunications equip
ment) in 1987. Approximately half of some 10 
million short tons of coking coal imported by Bra
zil in 1987 came from the United States. In the 
early 1970's, before U.S. companies raised coal 
prices following a surge of international oil prices, 
Brazil depended almost entirely on U.S. coal. 

As shown in Table 4- 10, U.S. imports from 
Brazil totaled a record $7.6 billion in 1987, re
bounding 13. 9 percent from their comparatively 
low 1986 value.2 Machinery and transportation 
equipment imports were largely responsible for 
the increase. Although some Brazilian automo
tive products lost their eligibility under the U.S. 
GSP program in July, automotive imports such as 
automobile chassis, motor vehicles, trucks, buses, 
and airplanes and pans were up sharply.3 

As noted previously, machinery and trans
portation equipment became the leading major 
SITC product category on the import side in 1987 

2 See The Operation of the Trade Agreements Program, 
38th Report, 1986, p. 4-45. 
3 See also the "Generalized System of Preferences" in 
ch. 5 of this report. 

U.S. merchandise trade with Brazil, by SITC Nos. (Revision 2), 1985-87 
(In thousands of dollars) 

SITC 
section 
No. Description 

O Food and live animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, Inedible, except fuel ............... . 
3 Miner al fuels, lubricants, etc. . ..................... . 
4 Olis and fats, animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classified by chief material ...... . 
7 Machinery and transportation equipment ............. . 
8 Mlscellanous manufactured articles .................. . 
9 Commodities and transactions not elsewhere 

classified ....................................... . 

Total ......................................... . 

0 Food and live animals ............................. . 
1 Beverages and tobacco ........................... . 
2 Crude materials, nedible, except fuel ................ . 
3 Miner al fuels, lubricants, etc. . ..................... . 
4 Olis and fats, animal and vegetable ................. . 
5 Chemicals ....................................... . 
6 Manufactured goods classlfled by chief material ....... . 
7 Machinery and transportation equipment ............. . 
8 Miscellaneous manufactured articles ................. . 
9 Commodities and transactions not elsewhere 

classlfled ....................................... . 

Total ......................................... . 

1 Domestic exports, f.a.s. 
2 Imports for consumption, customs value. 
Note.-Because of rounding, figures may not add to the totals shown. 

1985 

408,080 
650 

181, 103 
329,667 

2, 121 
468,320 
111,048 

1,360,394 
157 ,857 

39,542 

3,058,782 

2.267, 129 
130,029 
225,571 
698,237 

35,333 
423,011 

1,319,271 
1,171,163 
1. 149,264 

126,251 

7,545,259 

Source: Complied from official statistics of the U.S. Department of Commerce. 
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1986 1987 

U.S. exports1 

441,442 171,448 
1,348 1,025 

242,480 238,795 
300,571 281,342 

1ll, 192 2,206 
754,089 667,909 
123, 110 132,775 

1,616,673 2, 116, 105 
181,736 185,595 

66,341 92,072 

3,746,982 3,889,272 

U . S. lmports2 

1'722 '713 1,750,937 
117 ,320 149,684 
238, 766 310,540 
378,904 613,587 

29,887 41,057 
271,527 236,642 

1.247,024 1,282,258 
1.414,848 1,913,646 
1, 105,115 1,222 '756 

156,493 91,099 

6,682,597 7,612,206 



moving food to second place. In 1987, this group 
accounted for 25.1 percent of overall U.S. im
ports from Brazil compared with 13.4 percent in 
1984. 

The value of food imports from Brazil- most 
of which are accounted for by coffee, orange 
juice, cocoa butter and beans, and sugar-re
mained virtually unchanged in 1987. Imports of 
coffee surged by quantity, but depressed coffee 
prices caused the import value to fall further from 
its already low level in 1986.1 However, coffee 
continued to be the second leading import from 
Brazil. Imports of orange juice, which were also 
down in 1986, rebounded during the year under 
review but stayed below their 1985 value. The 
United States is the destination of more than one
half of Brazil's orange juice exports. Reduced 
U.S. sugar quota allocations in 19 8 7 caused a 
continued decline in imports of sugar. 

In 1987, footwear (classified in "miscellane
ous manufactures") stayed on the top of the U.S. 
import list from Brazil. The United States re
ceives some 80 percent of Brazil's footwear ex
ports. Imports rebounded somewhat from their 
low 1986 value during the year, even though cer
tain Brazilian footwear lost eligibility under the 
U.S. GSP program on July 1, 1987.2 However, 
the announcement by President Reagan in No
vember 19 8 7, that he intends to impose sanctions 
against Brazilian exports, reportedly had an un
settling effect on this trade. U.S. importers of 
footwear (as well as some other likely targets for 
reprisals) cancelled orders in anticipation of puni
tive tariffs. This in turn, prompted Brazilian sup
pliers to slow their production. 

In 1987, merchandise valued at $986 million 
or 13.2 percent of overall U.S. imports from Bra
zil, entered free of duty under the GSP compared 
with $1.1 million or 16. 6 percent of the total in 
1986. 

Major Policy Developments Affecting 
Trade 

Brazil maintains a wide range of import re
strictions such as a prior licensing system admini
stered by the Foreign Trade Department of the 
Bank of Brazil (CACEX), a general restriction on 
imports of products that can also be produced in 
Brazil (the law of similars), individual import quo
tas for companies, a list of products barred from 
importation under any conditions; and a variety 
of restrictive administrative techniques. Tariffs 
are also high, but the tariff system, established in 
19 57, has gradually lost importance relati\'e to 

' In 1986, the volume of Brazilian coffee shipments to 
the U.S. market was reduced by almost one-half, due to 
a prolonged drought in Brazil. 
2 A U.S. Import relief investigation on footwear ended in 
September 1985 without leading to the imposition of any 
restrictions on imports from Brazil or other sources. 
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other protective measures.3 As a result of these 
controls, Brazil is less dependent on imports than 
nearly any other nation of the world.4 

Brazil also maintains export incentive pro
grams such as relief from import duties for ex
porters, income tax exemptions for export 
earnings, special financing for export trading 
companies, and subsidized loans to buyers of Bra
zilian goods.s The United States has sought Bra
zilian export subsidy cuts for some time and has 
imposed countervailing duties on a wide variety of 
Brazilian products. 

A program of liberalizing international trade 
was first announced in January 1985 by Brazil's 
previous administration, but progress has been 
minimal. Yet, Brazilian officials have continually 
insisted that a trade reform program continues to 
be under serious consideration, including a shift 
in emphasis from current bureaucratic import 
controls to tariffs, which are more responsive to 
market forces. A major tariff reform is expected 
to go into effect sometime in 1988. 

At the beginning of 19 8 7, Brazilian officials 
lengthened the list of prohibited imports from 
2,000 to 4,500 as a response to Brazil's poor 
trade performance in 1986.B However, in view of 
Brazil's improving 1987 trade performance, in 
September the Government responded to domes
tic industry calls for imported material and equip
ment by reducing that list to 2,000. 

On the export side, income tax exemption 
for profits of manufactured exports was in effect 
throughout 1987. Among other yearend meas
ures designed to raise the Government's revenue 
and help reduce Brazil's large public deficit, 
President Sarney decided not to renew this sub
sidy in 1988. 

Striving to maintain the competitiveness of 
exports, in 19 8 7 Brazilian officials continued the 
daily "mini-devaluations" of the cruzad0; they 
also ordered two major devaluations of 10 and 7 
percent against the dollar in April and June. In 
order to strengthen future exports, President 
Jose Sarney proposed in June to create export
oriented foreign trade zones modeled after those 
of Taiwan and Korea. 

While generally continuing to promote ex
ports in 19 8 7, the Government also temporarily 
suspended export licenses from time to time for 
items that were in short supply on the domestic 
market. In addition, some exports were ad-

3 For a discussion of Brazil's trade restrictions, see Op
eration of the Trade Agreements Program, 36th Report, 
1984, p.183, and the 37th report, 1985, p. 215. 
' Brazil has an average nominal duty rate of 51 percent. 
However, Brazil's effective tariff rate (customs receipts 
compared with the value of imports) Is believed to be no 
more than 10 percent. 
e Ibid. 
e Sec the Operation of the Trade Agreements Program, 
38th Report, 1986, p. 4-46. 
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versely affected by restrictions Brazilian officials 
imposed on short-term credit lines (reducing 
180-day maturities to 60 or even 30 days) follow
ing the February 1987 moratorium on interest 
payments). 1 The impact was greatest on smaller 
private exporters; large state-owned companies 
(such as oil and mineral producers), and multina
tional companies (such as automotive producers) 
with their independent financial resources have 
suffered fewer repercussions. 

United States-Brazil Bilateral Trade 
Issues 

Overview 

Once joined in a relatively harmonious eco
nomic alliance, the United States and Brazil en
tered into an era of tension a few years ago. This 
resulted from Brazil's aggressive export promo
tion schemes, coupled with the protectionist bar
riers Brazil erected against foreign sales and 
investment. Frequent charges by U.S. producers 
about unfair export-promotion practices led even
tually to U.S. restrictions on Brazil's shipments of 
steel2 and textiles3, and the imposition of an
tidumping and countervailing duties on certain 
other imports from Brazil. The strain in bilateral 
economic relations continued in 1987. Whereas 
Brazil made some progress in lowering its trade 
barriers, many differences failed to be resolved. 

In January 1987, a 2-year general review of 
the GSP program was completed. On the basis of 
this review, and the annual GSP review con
cluded in April, Brazil became one of the ad
vanced developing countries slated to lose some 
benefits under this program, beginning July 1, 
1988.4 In May, Brazil complained to the GATT 
that recent modifications to the U.S. GSP, such 
as removal of products of certain countries from 
GSP eligibility, were contrary to GATT rules. 
The United States denied this charge. 

In February, Brazil's decision to suspend in
terest payments on foreign debt aggravated rela
tions between the two countries. Brazil owes 
some one-third of its total commercial debt to 
U.S. banks such as Citicorp and Manufacturers 
Hanover. 

Early in July, bilateral tensions eased tempo
rarily as the President decided not to impose 
trade sanctions against Brazil under section 301 

1 See previous section. 
2 A 5-year accord concluded by the two countries, effec
tive October 1984, imposed limitations on Brazil's steel 
shipments to the United States. See also Operation of 
the Trade Agreements Program, 36th Report, 1984, p. 
187. 
3 In 1987, a comprehensive 3-year bilateral agreement 
on textiles and apparel trade ending on March 31, 1988, 
was In effect. See also the Operation of the Trade Agree
ments Program, 37th Report, 1985, p. 221. 
4 See "the Generalized System of Preferences" in ch. S 
of this report. 
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of the Trade Act of 1974 in the unresolved "in
formatics" case and even suspended part of this 
investigation. However, relations deteriorated 
shortly thereafter. At the end of July, the U.S. 
Government instituted a new section 301 case 
against Brazil in the area of pharmaceuticals. In 
addition, the informatics dispute again flared up, 
and in November, President Reagan stated his in
tention to impose trade sanctions against Brazil 
for unfair practices in this area. Brazil's failure to 
provide adequate protection for intellectual prop
erty is an important aspect of both the informatics 
and pharmaceutical cases.5 

On the positive side, in June the United 
States and Brazil concluded a long-delayed action 
to include specialty items under the steel agree
ment. Completion of this agreement had been 
held up pending progress on various other trade 
issues. In November, U.S. Government officials 
from the Treasury Department and the Federal 
Reserve Bank became active in helping Brazil and 
U.S. commercial banks complete an agreement 
on foreign debt. 6 These efforts contributed to 
prompting Brazil to resume payments in 1988. 

Informatics 
Since 1983, Brazil's efforts to establish a do

mestic computer industry under a protectionist 
umbrella have generated major trade disputes 
with the U.S. Government, continuing into the 
year under review. The United States set June 
30, 1987, as the third deadline for Brazil to take 
corrective action in the "informatics" case.7 It be
came the third time Brazil escaped U.S. sanc
tions. 8 The bilateral dispute over Brazil's reserved 
computer market and its lack of adequate protec
tion for computer software first reached critical 
proportions in September 1985, when the United 
States opened an investigation of these issues un
der section 301 of the Trade Act of 1974.9 Days 
before the June 1987 deadline, the Brazilian 
Chamber of Deputies (the lower house of the 
Brazilian Congress) passed a bill containing provi
sions for copyright protection of software in Bra
zil. U.S. officials perceived this as progress in the 
dispute, and President Reagan refrained from im
posing sanctions. The President even suspen
dedthe intellectual property rights portion of the 
section 301 investigation and instructed the USTR 
to monitor the bill's passage through the 

15 In a report issued in early 1988, the U.S. International 
Trade Commission cited Brazil as one of several coun
tries in which inadequate protection of patents, trade
marks, copyrights, and trade secrets is most prevalent. 
(Foreign Protection of lnte/lectua/ Property Rights and 
the Effect on U.S. Industry and Trade, Feb. 1988, 
USITC Publication 2065.) 
8 See "The Economic Situation in 1987" earlier in this 
section. 
7 "Informatics" covers computers, telecommunications 
equipment and other products containing a digital com
ponent, and telecommunications and data- processing 
services. 
8 See the Operation of the Trade Agreements Program, 
38th report, 1986, p. 4-51. 
11 See The Operation of the Trade Agreements Program, 
37th Report, 1985, p. 220. 



Brazilian Senate.1 The President left active the 
portion of the section 301 case that covers Bra
zil's investment policies. 

The proposed legislation upheld the right of 
Brazilian authorities to deny marketing of foreign 
software when an equivalent product of Brazilian 
origin is available. Since the practice of Brazilian 
officials to interpret equivalency in a broad 
protectionist manner had been a major barrier to 
imports in the past, U.S. officials called into ques
tion the effectiveness of the new software bill. 

The prospect that U.S. trade sanctions 
against Brazil might be imposed was soon revived. 
In September, Brazilian officials ruled that a local 
product is sufficiently equivalent to the popular 
MS-DOS personal computer operating program 
of Microsoft Corp. to deny a license for the U.S. 
software. The U.S. Government supported 
Microsoft's claim that its own system is superior 
to the Brazilian product, and concluded that offi
cials in Brazil are not interpreting equivalency ob
jectively. U.S. officials also concluded that 
denying licensing to the Microsoft product will 
encourage continued piracy. 

On these grounds, on November 13, Presi
dent Reagan announced his intention " ... to raise 
tariffs on Brazilian exports to the United States 
and to prohibit impo1ts from Brazil of certain 
computer products in response to the mainte
nance by Brazil of unfair trade practices in the 
area of computer products. "2 A list of Brazilian 
exports targeted for retaliation was issued subse
quently and discussed at a hearing in December. 
The size of retaliation was to reflect lost sales op
portunities by the U.S. software industry in Bra
zil, estimated at $105 million. 

Meanwhile, in November, Brazil's Senate 
approved a modified version of the software bill 
that the House had passed in June. In Decem
ber, this bill was enacted as Brazil's copyright 
protection law. Although making software piracy 
more difficult than before, the new legislation has 
not eliminated certain market reserve features. It 
is also considered by many as vague in defining 
the criteria used to assess the equivalency of im
ported products. Whether the new law will open 
Brazil to U.S. software, however, will ultimately 
depend on the implementing regulations still to be 
written.3 

1 On Dec. 30, 1986, President Reagan had already sus
pended parts of the 301 case-concerning administrative 
procedures and market reserve-based in part on Brazil's 
commitment not to extend its market reserve practices to 
new areas. At the same time, the President postponed 
retaliatory action on the remaining active parts of the 
case that concerned intellectual property protection and 
foreign investment. The first postponement of retaliatory 
action took place in October 1986. 
2 Statement by the President, The White House, Office 
of the Press Secretary, Nov. 13, 1987. 
3 On Feb. 29, 1988, President Reagan postponed retali
atory action, pending review of these implementing regu
lations. Before that, in January, Brazilian officials 
announced that they will allow licensing of Microsoft's 
newer, more sophisticated systems software (MS-DOS 
#3. 3), but they will sustain the ban on the product sub
ject to the original dispute (MS-DOS #3.2). 

Pharmaceuticals 

On June 10, 1987, the Pharmaceutical 
Manufacturers Association (PMA) filed a com
plaint with the USTR under section 301 of the 
Trade Act of 1974. PMA took this action imme
diately following U .S.-Brazilian bilateral consulta
tions that failed to result in a commitment from 
Brazil to provide patent protection for U.S. phar
maceutical products. The PMA complaint fo
cused on Brazilian regulations which, although 
recognizing patent rights in general, expressly 
deny protection for products and processes of the 
pharmaceutical industry and for some other spe
cialty chemicals. The regulations could encour
age infringers to copy, manufacture, and market 
pharmaceutical products invented by PMA mem
bers. PMA estimated that its member companies 
lost at least $ 160 million in sales between 1979 
and 1986 due to Brazil's failure to provide patent 
protection. With some $2 billion in sales, Brazil 
ranks among the top ten pharmaceutical markets 
in the world. 

On July 23, the USTR initiated an investiga
tion acting on the U.S. pharmaceutical industry's 
complaint.4 The USTR notice announcing the in
vestigation noted that "Brazil's refusal to provide 
patent protection for pharmaceuticals is signifi
cant evidence of an unfair trade practice. Brazil's 
inaction in this area has concerned the U.S. Gov
ernment since 1984. Despite three rounds of 
consultations in the last year, Brazil still rejects 
our request for protection of this basic intellectual 
property right. Brazil is the only major pharma
ceutical market in the world without either proc
ess or product patent protection for pharma
ceuticals. As a consequence pharmaceutical pi
racy appears to be a major problem. "5 The 
USTR held a hearing in this case on September 
14. Bilateral consultations on pharmaceuticals 
have continued simultaneously with the Section 
301 investigation on this matter. 

In Brazil, all new specialty chemical produc
tion-principally pharmaceuticals- requires prior 
approval.6 A 1984 regulation allows Brazilian 
authorities to ban foreign investments that would 
compete with nationally controlled companies if 
internal demand to sustain both is deemed insuf
ficient. As a result, Brazil can de facto apply the 
market reserve principle to specialty chemicals.7 
Partly in response to U.S. concerns, Brazil aban
doned in 1987 an earlier plan to apply an outright 
market reserve policy-such as the one on "infor
matics"-to this sector.a 

• Sec also "Enforcement of trade agreements and re
sponses to unfair foreign practices" in ch. 5 of this re
port. 
e USTR Press Release, Jul. 23, 1987. 
11 Specialty chemicals arc defined as raw materials, phar
maceuticals and additives used in drugs, and a variety of 
chemical products. 
7 See section on "informatics" ahove. 
8 See Operation of the Trade Agreements Program, 38th 
Report, 1986, p. 4-50. 
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CHAPTER 5 

ADMINISTRATION OF U.S. 
TRADE LAWS AND 

REGULATIONS 

INTRODUCTION 

This chapter reviews activities related to the 
administration of U.S. trade laws during 1987. 
The chapter is subdivided into sections relating to 
actions under (1) the import relief laws (the es
cape clause, market disruption, and adjustment 
assistance provisions of the Trade Act of 1974); 
(2) unfair trade laws; and (3) certain other trade 
law provisions, including section 22 of the Agri
cultural Adjustment Act (interference with pro
grams of the U.S. Department of Agriculture), 
section 232 of the Trade Expansion Act of 1962 
(impairment of national security), the Caribbean 
Basin Economic Recovery Act (CBERA) and the 
renewed U.S. Generalized System of Preferences 
(GSP). In addition, U.S. programs regulating im
ports of both textiles and steel are covered in this 
chapter. 

11\IPORT RELIEF LA \VS 

Safeguard Actions 

U.S. industries seriously injured by increased 
imports may receive temporary relief from im
ports under section 201 of the Trade Act of 
1974.1 Section 201, the so-called U.S. escape
clause law, is based on article XIX of the GATT, 
which permits a country to "escape" temporarily 
from its obligations with respect to a particular ar
ticle when certain conditions exist. Under section 
201, the U.S. International Trade Commission 
conducts investigations to determine whether or 
not an article is being imported into the United 
States in such increased quantities as to be a sub
stantial cause of serious injury, or threat thereof, 
to the U.S. industry producing an article like or 
directly competitive with the imported article.2 If 
the Commission makes an affirmative determina
tion, it must find and recommend to the Presi
dent the form and level of import relief necessary 
to prevent or remedy the injury, or, if it finds that 
the provision of adjustment assistance can remedy 
such injury, recommend the provision of such as
sistance. The Commission's findings or recom
mendation, together with any dissenting or 
separate views, are transmitted to the President.3 
The President must, within 60 days of receipt of 
an affirmative Commission determination and 

' 19 U.S.C. § 2251, as amended. 
2 19 U.S.C. § 2551(b)(I). 
3 If the Commissioners voting In a sec. 201 investigation 
are equally divided with respect to the question of injury, 
then the determination agreed upon by either group of 
Commissioners may be considered by the Presiden1 as 
the determina1ion of 1he Commission. See 19 U.S.C. § 
1330(d)( 1). 
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recommendation of relief, proclaim import relief 
unless he determines that import relief is not in 
the national economic interest. If the Commis
sion recommends adjustment assistance, the 
President must direct the Secretaries or Labor 
and Commerce to consider petitions for such as
sistance.4 The President may provide relief by 
proclaiming an increase in, or imposition of, a 
duty; by proclaiming a tariff-rate quota;5 by pro
claiming the modification or imposition of a quan
titative restriction (quota); by negotiating orderly 
marketing agreements with foreign countries lim
iting the exportation to, and importation into, the 
United States of such articles; or by taking any 
combination of such actions.e Import relief un
der section 201 may be granted for an initial pe
riod of up to S years, and may be extended by the 
President for up to 3 additional years. 7 

During 1987, the Commission did not under
take or complete any section 201 investigations. 
However, the Commission conducted a prelimi
nary investigation under section 603 or the Trade 
Act of 19 7 4 with respect to industrial forklift 
trucks following rejection of a section 201 petition 
filed in June 1987 by Yale Materials Handling 
Corp. with respect to such articles (investigation 
No. TA-603-10, Industrial Forklift Trucks) .a 
The Commission had rejected the petition on the 
ground that the petitioner and supporting produc
ers had not provided sufficient basis for determin
ing that they were "representative of an industry" 
within the meaning of section 201 (a) of the Trade 
Act. At the conclusion of the section 603 investi
gation, the Commission concluded that Yale and 
the firms supporting the petition were representa
tive of a domestic industry and would have stand
ing to file a petition of the scope proposed in the 
original petition. 9 

Under section 203 of the Trade Act of 1974, 
the Commission is authorized to conduct reviews 
and advise the President of the probable eco
nomic effect on the industry concerned of the ex
tension, reduction, or termination of import relief 
already in place under section 201. 10 

The Commission conducted two section 203 
investigations in 1987: Stainless Steel and Alloy 

4 19 U.S.C. § 2252(a)(l)(A). 
5 A tariff-rate quota provides for varying rates of duty 
based on levels of imports. For example, the first 1,000 
tons of a given article entered during a calendar year 
(within-quota imports) may be dutiable al one rate of 
duty and all additional imports entered during the calen
dar year (over-quota imports) may be dutiable at a 
high-:r rate of duty. 
8 HI t: 'i.C. § 2253(a). A rate of duty may not be ln
creaseo to a rate that is more than 50 percent ad 
valorem above the rate presently existing, and any quan
titative restriction must allow the importation of at least 
that quantity or value of the article entered during the 
most recent period that the President finds is representa
ti~e of imports of that article. 19 U.S.C. § 2253(d). 
7 19 U.S.C. §§ 2253(h)(l) and (3). 
8 The Commission is generally authorized unde1 .. 1ectlon 
603(a) of the Trade Act of 1974 (19 U.S.C. § 2~82(a)) 
H> conduct preliminary Investigations to determine the 
scope and manner of its proceedings and to consolidate 
p·roceedings before it. 
9 See Commission notice issued Nov. 23, 1987. 
10 19 u.s.c. § 2253(i). 
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Tool Steel (investigation No. TA-203-16) and 
Heavyweight Motorcycles (investigation No. 
T A-203-17). Following receipt of the Commis
sion's advice in these investigations, the President 
extended the relief on stainless and alloy tool 
steel and terminated the relief on heavyweight 
motorcycles. Each of these investigations is dis
cussed below. 

Stainless Steel and Alloy Tool Steel 

The Commission instituted the section 203 
investigation on stainless and alloy tool steel in 
January 1987 following receipt of a petition from 
the Specialty Steel Industry of the United States 
and the United Steelworkers of America, AFL
CIO. The petitioners asked that the relief pro
claimed by the President in 1983 be extended. 
The Commission reported its advice to the Presi
dent on May 15, 1987. Three Commissioners 
advised that the termination of relief with respect 
to stainless steel sheet and strip and plate would 
not have an "adverse effect" 1 on the domestic in
dustries producing such articles, assuming the ad
ministration of voluntary restraint agreements 
(VRA's) at present levels on such articles contin
ued in effect, but that the termination of relief 
with respect to stainless steel bars, wire rod, and 
alloy tool steel would have an "adverse effect"2 
on the domestic industries producing such arti
cles. Two Commissioners provided advice as to 
the probable economic eff eel of terminating the 
relief, but did not advise as to whether relief 
should be terminated or extended. The President 
subsequently extended relief through September 
1989. 

Heavyweight Motorcycles 

The Commission instituted a section 203 in
vestigation with respect to heavyweight motorcy
cles in April 1987 following receipt of a request 
from the United States Trade Representative 
(USTR). The USTR requested the Commission 
investigation after it had received a request from 
Harley-Davidson, Inc., the firm that had origi
nally sought relief, asking that relief be termi
nated early. On June 19, 1987, the Commission 
advised that the termination of relief presently in 
effect would have "no significant economic ef
fect" on the domestic indui.try producing heavy
weight motorcycles. The President subsequently 
terminated the relief (Proclamation 5727 of Oct. 
9, 1987). 

Market Disruption 

Section 406 of the Trade Act of 1974 pro
vides for investigations by the Commission to de
termine whether or not imports of an article 
produced in a Communist country are causing 

1 One of the Commissioners used the term "significant 
adverse effect." 
2 Ibid. 
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market disruption with respect to an article pro
duced by a U.S. industry. Market disruption is 
defined as existing in a domestic industry "when
ever imports of an article, like or directly com
petitive with an article produced by such domestic 
industry, are increasing rapidly, either absolutely 
or relatively, so as to be a significant cause of ma
terial injury, or threat thereof, to such domestic 
industry. "3 

During 1987, the Commission conducted one 
section 406 investigation, ammonium paratung
state and tungstic acid from the People's Republic 
of China (China) (investigation No. TA-406-11). 
At the conclusion of the investigation in June 
19 8 7, the Commission reported to the President 
that it found market disruption to exist and rec
ommended that a quota be imposed on such im
ports from China. The President subsequently 
announced that he would seek to negotiate an or
derly marketing agreement with the Chinese with 
respect to such imports. An agreement was nego
tiated and quotas at a level equal to that negoti
ated in the agreement were imposed on such 
imports (Proclamation 5718 of Oct. 2, 1987). 

Adjustment Assistance 

The Trade Adjustment Assistance Program
Title II of the Trade Act of 1974-provides for 
adjustment assistance to workers, firms, and in· 
dustries adversely affected by international import 
competition. The program-initially authorized 
through the Trade Expansion Act of 1962-is 
scheduled to expire September 30, 1991. The 
program and certain eligibility standards were 
modified by the Omnibus Budget Reconciliation 
Act of 1981 and by the Deficit Reduction Act of 
1984. The Consoiidated Omnibus Budget Recon
ciliation Act of 1985 (COBRA) discontinued fi
nancial assistance to firms effective April 7, 
1986.4 Adjustment assistance to workers is ad
ministered by the Department of Labor through 
its Office of Employment and Training Admini
stration in the form of cash benefits for direct 
trade readjustment allowances and service bene
fits that include allocations for job search, reloca
tion, and training. Trade adjustment technical 
services are provided to certified firms through 
consultants under direct contract with the 

3 19 U.S.C. § 2436(e)(2). If the Commission makes an 
affirmative delermination, it must find and recommend 
to the President the import restriction necessary to pre
vent or remedy the market disruption round to exist. In 
general, if the Commission makes an affirmative deter
mination, the President is authorized to provide relief in 
the same manner and amount as if the Commission had 
made an affirmative determination under sec. 201, ex
cept that the relief would be with respect to imports from 
the subject Communist country only. 
~ Authorization for the trade adjustment assistance pro
gram expired on Dec. 19, 1985, but the COBRA rein
stated the program effective Apr. 7, 1986. The 
adjustment assistance provisions of the program were 
made retroactive to Dec. 19, 1985, and with the excep
tion of financial assistance to firms are scheduled to re
main in effect through Sept. 30, 1991. 
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Department of Commerce. 1 Industrywide techni
cal consultation provided through Commerce De
partment-sponsored programs is designed to 
improve the home market competitive ability of 
U.S. firms dislocated as a result of national policy 
to liberalize trade barriers. 

Assistance to Workers 
The Department of Labor instituted 1,877 in

vestigations in fiscal year 1987 on the basis of pe
titions filed for eligibility to apply for trade 
adjustment assistance, representing an increase of 
7.1 percent from the 1,752 investigations insti
tuted in fiscal 1986. According to official statis
tics of the U.S. Department of Labor, the results 
of investigations completed or terminated in fiscal 
1987, including those instituted in the previous 
year, are shown in the following tabulation: 

Number of Estimated 
Investigations number of 

Item or petitions workers 

Complete 
certifications . . . . . . . . 875 111 • 513 

Partlal certifications . . . . 13 3, 419 
Petitions denied . . • . . • • 1.491 147 ,377 
Petitions terminated 

or withdrawn • . . . . . . . 80 6, 202 
~~~~~~~~~~-

Tot a I ...•.......... 2,459 268,511 

Despite lower rates of eligibility for assistance 
stemming in part from the Omnibus Budget Rec
onciliation Act (OBRA) of 1981 and subsequent 
Deficit Reduction Act of 1984,2 Department of 
Labor expenditures in fiscal 1987 on direct cash 
benefits to certified workers increased to $198 
million. This figure represented a 69.8-percent 
increase from the $116.6 million expenditure in 
fiscal 19 8 6. The increase according to Depart
ment officials primarily reflects certification activ
ity in th~ petroleum and related products 
industries. In addition to direct financial assis
tance, the Department of Labor provided consul
tation and relocation services valued at $49.9 
million in fiscal 1987 for worker activities in the 
areas shown in the following tabulation: 

Item 

Job search .....................• 
Relocation 

allowances .•.......•........... 
Training .............•........... 

Total ..•...................... 

Estimated 
number of 
workers 

2. 165 

1,893 
10.588 

14,646 

1 Certified firms are eligible to apply for technical serv
ices necessary to implement programs of economic recov
ery. Technical services include legal consultation 
designed to assist firms in assessing the appropriateness 
of pursuing remedies available through various trade stat
utes, and In-depth technical consultation In engineering, 
marketing, production methods, and financial manage
ment. 
a The OBRA and Deficit Reduction Act made changes In 
the law designed to tighten the criterion used to deter
mine eligibility. The principal chanae affecting petitions 
filed retroactive to Oct. 25, 1982, stipulated that In
creased Imports must be determined to be a cause no less 
Important than any other cause of worker separations, as 
opposed to simply an important cause. 

Data for fiscal year 1987 indicate an esti
mated 14,646 workers utilized available service 
benefits in 1987, representing an increase of 
42.2 percent from the 10,300 workers receiving 
such services in the previous year. The special 
training and relocation program initiated at the 
request of the President on August 28, 1985, con
tinued in effect throughout fiscal year 1987 for 
workers dislocated as a result of import competi
tion in the footwear industry.3 

Assistance to Firms and Industries 
The Department of Commerce through its 

Office of Industrial Trade Administration certi
fied 110 firms as eligible to apply for trade adjust
ment assistance during fiscal year 19 8 7. 
representing a decrease of 38.2 percent from the 
178 firms certified in the previous fiscal year. 
Consultants under direct contract with the De
partment of Commerce provided trade adjust
ment technical services to certified firms in fiscal 
1987; however, financial assistance-discontinued 
effective April 7, 1986, upon enactment of the 
Consolidated Omnibus Reconciliation Act of 
1985-is no longer available. According to De
partment officials, the decrease In certifications in 
most instances represents the lack of any induce
ment to participate in the program. Firms in the 
primary metals, fabricated metals, machinery, 
and miscellaneous manufacturing sectors com
pose the largest proportion of all firms certified in 
fiscal 1987. Commerce officials estimate two
thirds of all certification activity took place in the 
industrial sectors mentioned above. Certified 
firms continued to utilize available consultation 
services in fiscal 1987. According to official sta
tistics of the U.S. Department of Commerce, 270 
trade-impacted firms4 received trade adjustment 
technical services valued at $13.2 million, 
through consultants under direct contract with the 
International Trade Administration. The Depart
ment also awarded trade adjustment technical as
sistance grants totaling $588,000 to three industry 
associations. These associations represented wire 
machinery manufacturers and producers of furni
ture and textile machinery. s 

LA \VS AGAINST UNFAIR TRADE 
PRACTICES 

As a result of antidumping and countervailing 
duty (CVD) investigations conducted in 1987 by 
the U.S. International Trade Commission and the 
Department of Commerce, 38 new antidumping 
orders and 13 new CVD orders were issued. Dur
ing 1987, the Commission completed 21 investi
gations under section 337 of the Tariff Act of 
1930 involving allegations of unfair methods of 
competition. Those investigations resulted in the 

3 The President's footwear program-designed to operate 
for 3 years at a total cost of SS million-is retroactive to 
Aug. 28, 1985, and is scheduled to remain in effect 
through June 30, 1988. 
• This figure Includes firms certified in years previous to 
fiscal 1987. 
11 Trade adjustment technical assistance programs initially 
funded in previous years continued in effect throughout 
fiscal year 1987 for industries that produce electronics, 
industrial machinery, apparel, die castings, auto parts, 
and foundry products. 
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issuance of three exclusion orders prohibiting the 
importation of merchandise that would violate 
section 337 if permitted entry. 

In 19 8 7, four section 301 investigations were 
instituted upon petitions filed by private parties, 
and one case was self-initiated by the President. 
Bilateral settlements were reached in three pend
ing cases. 

Antidumping Actions 

The antidumping law provides relief in the 
form of special additional duties that are intended 
to offset margins of dumping. Dumping duties 
are imposed when (1) the administering authority 
(under present law the U.S. Department of Com
merce) determines that imports are being, or are 
likely to be, sold at less than fair value (LTFV) in 
the United States, and (2) the U.S. International 
Trade Commission determines that a U.S. indus
try is being materially injured or threatened, with 
material injury, or that the establishment of an 
industry in the United States is being materially 
retarded, by reason of imports for which the ad
ministering authority made an affirmative deter
mination. In general, imports are considered to 
be sold at LTFV when the U.S. selling price is 
less than the foreign market value, which is usu
ally the home-market price or, in certain cases, 
the price in a third-country market, or the cost of 
production of the merchandise. The dumping 
duty equals the difference between the U.S. price 
and the foreign market value. In determining 
whether an article is being sold at L TFV, appro
priate adjustments are made to reflect freight and 
shipping costs, normal import duties, tax rebates, 
etc. Investigations generally are conducted on 
the basis of a petition filed by an industry or on 
behalf of one with the Department of Commerce 
and the International Trade Commission. Peti
tions are filed and investigaticms conducted under 
section 731 et seq. of the Tariff Act of 1930. 1 

Both Commerce and the International Trade 
Commission conduct preliminary and final an
tidumping investigations.2 Commerce completed 

1 The present dumping law is contained in title VII of the 
Tariff Act of 1930 (19 U.S.C.§ 1673 et seq.), which 
was enacted in the Trade Agreements Act of 1979. The 
1979 provisions superseded the Antidumping Act, 1921. 
2 Upon the filing of a petition, the Commission has 45 
days to make a preliminary determination concerning 
whether there is a reasonable indication of material in
jury or threat of material injury to an industry or material 
retardation of the establishment of an industry. If such 
determination is in the affirmative, Commerce continues 
its investigation and makes preliminary and final deter
minations concerning whether the imported article is 
being, or is likely to be, sold at L TFV. If Commerce 
makes an affirmative preliminary and/or final determina
tion, the Commission must conduct a final injury investi
gation. The Commission makes its final injury 
determination within 120 days after receiving notice from 
Commerce of its affirmative preliminary determination, 
or 45 days after receiving notice of a final affirmative 
determination from Comm~rce, whichever occurs later. 
~ee 19 U.S.C. § 1673cl(b)(2). However, if Commerce's 
preliminary determiP::.tion is negative but its final deter
mination is affirm::.tive, the Commission has 75 days to 
make its determ:.nation after receiving notice of Com
merce's final affirmative determination. See 19 U.S.C. 
§ 1673d(b)(3). 
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43 final antidumping investigations in 1987, a de
crease from the 49 final investigations completed 
in 1986.3 Imported products investigated in
cluded urea, color picture tubes, silica filament 
fabric, pipe fittings, chemical products, and nu
merous steel products. Antidumping orders were 
imposed in 38 of these investigations on a total of 
15 products from 26 countries. The Commission 
completed 20 preliminary and 51 final antidump
ing injury investigations.4 Details of antidumping 
actions and orders, including suspension agree
ments in effects and revocations in 1987, are pre
sented in tables B-19 and B-20. The following 
tabulation is a summary of antidumping cases in 
1987: 

Ant/dumping Cases Number' 

Petitions filed . . . . . . . . . . . . . . . . . . . . . . . . . 15 
Preliminary Commission negative 

determinations . . . . . . . . . . . . . . . . . . . . . . 2 
Fina! Commerce determinations 

Negative . . . . . . . . . . • . . . . . . . . . . . . . . . . 3 
Affirmative . . . . . . . . . . . . . . . . . . . . . . . . . . 39 
Terminated . . . . . . . . . . . . . . . . . . . . . . . . . 1 

Fina! Commission determinations: 
Negative . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 
Affirmative (Includes partial 

affirmatives) . . . . . . . . . . . . . . . . . . . . . . . 39 
Terminated . . . . . . . . . . . . . . . . . . . . . . . . . 3 

Suspension of Investigations . . . . . . . . . . . . 0 

1 The number of invc,;tigation~ instituted and determina
tions made generally would exceed the number of peti
tions filed. When a JH.'lition alleges dumping with 
respect to more than one product and/or hy more than 
one country, scparo te investiga lions gene?rally arc insti
tuted for imports of each product from each country. 

Countervailing Duty Actions 

The U.S. countervailing duty law is set forth 
in sections 303 and 701 et seq. (title VII) of the 
Tariff Act of 19 30. IL provides for the levying of 
special additional duties to countervail or offset 
foreign subsidies6 on products imported into the 

3 These figures include investiga lions that rcsulled in 
determinations a~ well as investigations that were termi
nated before determinations were issued. 
• This figure includes investigations that resulted in deter
minations as well as investigations that did not result in 
determinations because the investigations were terminated 
before dctcrmina lions were issued. It docs not count 
court-remanded cases on which new votes were taken. 
5 An antidumping investigation can be suspended through 
a suspension agreement prior to a final determination by 
the Department of Commerce. Such suspensions may be 
affected 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 6 months 
after suspension of the investigation. In extraordinary 
circumstances, a suspension may be affected if exporters 
agree to revise prices to completely eliminate the injuri
ous effect of the imports. The investigation is 
reinstituted at the same stage as suspended should L TFV 
sales recur. Sec 19 U.S.C. § 1673c. 
6 A subsidy is defined as a bounty or grant hcstowed 
directly or indirectly by any country, dependency, col
ony, province, or other political subdivision on the 
manufacture, production, or export of products. Sec 19 
U.S.C. §§ 1303(a)(I), 1677(5), and 1677-l(al. 



United States. In general, procedures for such 
investigations are similar to those of antidumping 
investigations. Petitions are filed with Commerce 
(the administering authority) and the U.S. Inter
national Trade Commission. Commerce must 
find a countervailable subsidy and the Commis
sion must find the requisite material injury or 
threat thereof caused by the subsidized imports 
before a CVD order can be issued. Investigations 
are conducted under section 701 of the Tariff Act 
if the subject article is imported from a country 
that has signed the GA TT Code on Subsidies and 
Countervailing Duties, 1 or has otherwise been 
designated as a "country under the Agreement."2 

Investigations with respect to imports from other 
countries are conducted under section 303 of the 
Tariff Act. Such imports are subject to an injury 
test only if they enter unconditionally free of 
duty.3 

Commerce completed 21 final CVD investi
gations4 in 1987 compared with 24 completed in 
1986. CVD orders were imposed as a result of 13 
of these investigations on a total of 7 products 
from 12 countries. The Commission completed 3 
preliminary and 19 final injury investigations.s 
Details of CVD actions and outstanding orders, 
including suspension agreements in effect& and 
revocations in 1987, are presented in tables B-21 
and B-22. The following tabulation is a summary 
of CVD cases in 1987: 

1 Agreement on Interpretation and Application of art. 
VI, XVI, and XXlll of the General Agreement on Tariffs 
and Trade. 
2 See 19 U.S.C. § 1671. 
3 Most major U.S. trading partners have signed the 
GA TT Agreement on Subsidies and Countervailing Du
ties. Section 303(a)(2) provides: "fl]n the case of any 
imported article or merchandise which Is free of duty, 
duties may be Imposed under this section only If there 
are affirmative [injury] determinations by the Commis
sion . . . except that such a determination shall not be 
required unless a determination of Injury Is required by 
the international obligations of the United States." 19 
U.S.C. § 1303(a)(2). 
' These figures Include Investigations that resulled In 
determinations as well as investigations that were termi
nated before determinations were issued. 
0 This figure Includes Investigations that resulted In deter
minations as well as investigations that did not result in 
determinations because the Investigations were terminated 
before determinations were issued. It does not count 
court-remanded cases on which new votes were taken. 
8 A CVD Investigation can be terminated through a sus
pension agreement prior to a final determination by 
Commerce on the Issue of subsidization, If (1) the gov
ernment of the subsidizing country, or exporters account
ing for substantially all of the Imports of the merchandise 
under investigation, agree to eliminate the subsidy, to 
completely offset the net subsidy, or to cease exports of 
the merchandise to the United States within 6 months 
after suspension of the Investigation; or (2) extraordinary 
circumstances are present and the government or export
ers desc:Jbed above agree to take action that will com
pletely eliminate the injurious effect of the Imports of the 
merchandise under Investigation. The Investigation is 
reinstituted at the same stage where it was suspended If 
subsidization recurs. See 19 U.S.C. § 167lc. 

OVD Oases 

Petitions flled ........................ . 
Prellmlnary Commission negative 

determinations ..................... . 
Prellmlnary Commission affirmative 

determinations ..................... . 
Flnal Commerce determinations: 

Negative ..•........................ 
Affirmative ......................... . 
Terminated ........................ . 

Flnal Commission determinations: 

~~~~~:ve ·1in'c'1Lici88 'i)8r'ti~1 · · · · · · · · · · · · 
affirmatives) ...................... . 

Terminated ...............•......... 
Suspended ......................... . 

Suspension of non-ITC cases .......... . 

Number1 

8 

0 

3 

3 
16 
2 

3 

11 
4 
1 
2 

1 The number of Investigations Instituted and determina
tions made generally would exceed the number of peti
tions filed. When a petition alleges dumping with 
respect to more than one product and/or by more than 
one country, separate investigations generally are insti
tuted for imports of each product from each country. 

Reviews of Outstanding Antidumping 
and Countervailing Duty Orders 

Section 7 51 of the Tariff Act of 19 30, as 
amended, requires Commerce (the administering 
authority), if requested, to review annually the 
outstanding antidumping and countervailing duty 
orders and suspension agreements in order to de
termine the amount of any net subsidy or dump
ing margin and compliance with any suspension 
agreement. Section 751 also authorizes Com
merce and the Commission, as appropriate, to re
view outstanding determinations after receiving 
information or a petition that shows changed cir
cumstances. 7 Under section 751(a), an annual 
review must be conducted "at least once" during 
each 12-month period (commencing on the first 
anniversary of the action at issue) if a request for 
such review has been received by Commerce. 
Under section 751(b), a review of a final determi
nation or a suspension agreement is conducted by 
Commerce (to determine if the unfair practice 
still exists) or the Commission (to determine if 
injury still exists) whenever Commerce or the 
Commission receives information or a request 
showing changed circumstances sufficient to war
rant such review. Without good cause shown, 
however, no final determination or suspension 
agreement may be reviewed by the Commission 
within 24 months after the date of publication of 
notice of the determination. The party seeking 
revocation or modification of an antidumping or 
CVD order or suspension agreement has the bur
den of persuasion before the Commission as to 
whether or not there are changed circumstances 
sufficient to warrant revocation. 

In 1987, the Commission completed three 
7 51 (b) investigations including bicycle tires and 
tubes from Taiwan (751-TA-12) and bicycle 
tires and tubes from Korea (751-TA-13). The 

7 See 19 U.S.C. § 1675. 
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antidumping order against the Korean products 
had been issued in 1979, and that against the 
products from Taiwan in 1984. On the basis of 
comments and information filed, the Commission 
found that because of changed circumstances, no 
U.S. industry would be threatened if the two an
tidumping orders were to be revoked. The Com
m1ss1on also initiated a section 751 (b) 
investigation, Inv. No. 751-TA-14, concerning 
the revocation in part of the outstanding an
tidumping order on television receivers from Ja
pan to include Liquid Crystal Display (LCD) 
televisions. As a result of this investigation, the 
Commission determined not to modify the order 
to exclude LCD televisions. 

Commerce, through its section 751 review 
procedures, partially revoked an antidumping or
der on fish netting of manmade fibers from Japan 
(A-588-029) and completely revoked such an 
order on bicycle tires and tubes from Korea 
(A-580-073). 

Section 337 Investigations 

Section 337 authorizes the U.S. International 
Trade Commission, on the basis of a complaint or 
on its own initiative, to conduct investigations 
with respect to unfair practices in import trade. 1 

Section 337 declares unlawful unfair methods of 
competition or unfair acts in the importation of 
articles into the United States, or in their sale, the 
effect or tendency of which is to destroy or sub
stantially injure an industry, efficiently and eco
nomically operated, in the United States, or to 
prevent the establishment of an industry, or to re
strain or monopolize trade and commerce in the 
United States. If the Commission determines that 
a violation exists, it can issue an order to exclude 
the subject imports from entry into the United 
States, or order the violating parties to cease and 
desist from the unlawful practices.2 The Presi
dent may disapprove a Commission order within 
60 days of its issuance for "policy reasons." Un
fair practices that involve the importation of 
dumped or subsidized merchandise must be pur
sued under antidumping and CVD provisions and 
not under section 337. The Commission is re
quired to complete section 337 investigations 
within 12 months of publishing its notice of inves
tigation in the Federal Register, but may take up 
to 18 months to complete cases declared to he 

' 19 U.S.C § 1337, us amended. 
2 Under present Commission practice, proceedings arc 
conduclcd hcforc an udministrulivc law judge in accord 
with the Administralivc Procedure Act, 5 U.S.C. § 551 
ct seq. The administrative law judge conducts an 
cvidcntiary hearing and makes an initial determination, 
which is transmillcd lo the Commission. The Commis
sion may adopt lhe dctcrminalion by deciding nol lo re
view it, or it may choose to review it. If the 
Commission finds a viola lion, ii mus I delcrmine lhc ap
propriate remedy, the amount of any hone! to he col
lected while its dclcrmination is under review by the 
President, and whether certain puhlic-intcrcst considera
tions preclude the issuance of any remedy. 
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"more complicated." Most investigations, how
ever, are completed within 12 months. In 1987, 
as in previou:: years, most complaints filed with 
the Commission alleged infringement of a U.S. 
patent by imported merchandise. Virtually all 
section 337 cases filed in 1987 involved trade
mark or copyright infringement, false advertising, 
false designation of origin, and trade secret mis
appropriation.3 

In 1987, the Commission completed a total 
of 21 investigations under section 337. These in
vestigations addressed such products as DRAMs, 
luggage products, herbicides, motorcycle helmets, 
and fur coats. Three violations were found and 
three exclusion orders were issued. Several in
vestigations were terminated by the Commission 
without determining whether section 337 had 
been violated. Generally, these terminations 
were based on settlement agreements and consent 
orders. At the close of 1987, there were 16 sec
tion 337 cases pending before the Commission. 
Commission activities involving section 337 ac
tions in 1987 are presented in table B-23. 

As of December 31, 1987, a total of 63 out
standing exclusion orders based on violations of 
section 337 were in effect. All but 12 of these 
involved patent violations. Table B-24 also lists 
the investigations that preceded the issuance of 
the orders. 

Enforcement of Trade Agreements and 
Responses to Unfair Foreign Practices 

Sections 301-307 of the Trade Act of 1974, 
as amended by the Trade and Tariff Act of 1984, 
give the President the authority and means to en
force U.S. rights under trade agreements, or to 
respond to any act, policy, or practice of a foreign 
country or instrumentality that is unjustifiable, 
unreasonable, or discriminatory, and burdens or 
restricts U.S. commerce.4 Within time limits im
posed under sections 301 and 304, the President 
must take all appropriate and feasible action to 
enforce such rights or try to obtain the elimina
tion of such act, policy, or practice.s An interde
partmental committee headed by the USTR 
conducts these investigations (including hearings, 

3 Other examples of unfair acts include trade dress mis
appropriation, refusal to deal or sell, passing or palming 
off, trademark dilution, false laheling, antitrust viola
tions, and fraudulent inducement to enter into a licensing 
agreement. 
• 19 U.S. C. § 24 I I, ct seq. 
0 The statute provides a numher of procedures and time 
limits for action hy the United States Trude Representa
tive (USTRJ. The USTR has 45 days from receipt of a 
pclition to determine whether or not to initiate an investi
gation. Upon initiation, the use of international dispute 
settlement procedures is required in trade agreement 
cases, concurrent with the domestic investigation. In all 
cases, consultations arc requested with the foreign coun
try or instrumentality involved. If a case involves issues 
arising under a trade agreement, the United Stales em
ploys the dispute settlement provisions of such agree
ments. The USTR must make a recommendulion to the 
Prcsidcnl in 12 months from the date of initiation in 
most cases, or within 30 days of the conclusion of lhc 
dispute settlement procedures. 



if requested), usually on the basis of petitions al
leging section 301-307 violations, but an investi
gation under section 302 may also be self-initiated 
by the USTR. If the foreign entity does not agree 
to change its practices, the President is empow
ered to (1) deny it the benefits of trade-agree
ment concessions, and (2) impose duties, fees, or 
other import restrictions on products and ser
vices, when appropriate. 

In 1987, four section 301 investigations were 
instituted as a result of petitions filed by private 
parties. These cases included two on EC policies, 
those affecting oilseeds and oilseed substitutes 
and a new EC directive on meat imports; one on 
inadequate Brazilian patent protection for phar
maceutical products; and one on India's licensing 
and tariffs affecting almonds. In one instance, a 
petition filed with the USTR did not result in the 
institution of an investigation.1 An investigation 
was not initiated in response to a petition filed in 
October 1987 by Bristol-Meyers Co. complaining 
of Korea's lack of adequate enforcement of Bris
tol-Meyers' patent for the antibiotic, amikacin. 
Bristol-Meyers withdrew the petition in Novem
ber, pending the outcome of 19 8 8 discussions on 
trade issues with the Korean Government. A fifth 
investigation was instituted by the President acting 
on his own motion. This case involved the imple
mentation of an EC ban on imports of meat from 
animals treated with growth hormones. Further 
developments occurred in eight cases initiated 
prior to 19 8 7. In three of these cases, bilateral 
settlements were obtained in 19 8 7. Eight pending 
cases in which no further activity was reported in 
19 8 7 are listed at the end of this section. Cases 
not discussed or listed below were either settled, 
terminated, or suspended prior to 1987. Ta
ble 5-1 summarizes activity on section 301 cases 
during 19 8 7 that is described in greater detail be
low. 

Cases Initiated in 1987 

EC oilseed policies2 

In December 1987, the American Soybean 
Association filed a petition complaining that the 
EC's policies and practices relating to oilseeds 
and oilseed substitutes nulJify or impair GA TT 
benefits and are inconsistent with a zero tariff 
bound by the EC under its GA TT schedule of tar
iff concessions. On January 5, 1988, the USTR 
initiated an investigation and requested consulta
tions with the EC.3 GATT article XXIII:1 con
sultations are scheduled. 

1 See USTR, "Report to Congress on Section 301 Devel
opments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. 
2 USTR Docket No. 301-63. 
3 See 52 F.R. 984, Jan. 14, 1988. 

EC animal hormone directive4 

On November 25, 1987, the President an
nounced his intention to retaliate against the 
January 1, 1988, implementation of an Animal 
Hormone Directive in the EC. The Animal Hor
mone Directive would ban imports of meat pro
duced from animals treated with growth 
hormones. The United States argued that since 
the ban was not supported by valid scientific evi
dence, it represents a disguised restriction on 
trade.5 The President proposed raising customs 
duties to a prohibitive level on as much as $100 
million in EC exports to the United States, but 
that these duty increases would be suspended if 
EC member states would continue to allow such 
imports. 

On December 24, 1987, the President pro
claimed, and immediately suspended, the in
creased duties on specified EC products.a The 
President delegated to the USTR the authority to 
modify, suspend, or terminate the increased du
ties. The USTR intends to use a 12-month exten
sion on implementing the ban as an opportunity 
to reach a resolution of the issue during 1988.7 

Brazil patent protection for pharmaceutica/sB 

The Pharmaceutical Manufacturers Associa
tion filed a petition in June 198 7 complaining that 
Brazil lacked process and patent protection for 
pharmaceutical products. The USTR initiated an 
investigation in July 19879 and requested consul
tations with Brazil. 10 Consultations are scheduled 
for February 1988.11 

EC third-country meat directive12 

In July 1987, the American Meat Institute, 
the U.S. Meat Export Federation, the American 
Farm Bureau Federation, the National Pork Pro
ducers Council, and the National Cattlemen's As
sociation filed a petition complaining that the 
EC's Third Country Meat Directive, which sets 
requirements for meat slaughter and packing 
plants only when the meat will be shipped across 
national borders, violates GA TT article III (na
tional treatment) and is a burden on U.S. com
merce. In July 1987, the USTR initiated an 
investigation and requested consultations with the 

~ USTR Docket No. 301-62. 
8 USTR, "Report to Congress on Section 301 Develop
ments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. 
8 See 52 F.R. 49131, Dec. 30, 1987. 
7 USTR, "Report to Congress on Section 301 Develop
ments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. 
9 USTR Docket No. 301-61. 
g See 52 F. R. 28223, July 28, 1987. 
10 USTR, "Section 301 Table of Cases," January 1988. 
11 Consultations held in February yielded no further pro
gress. Brazil is reportedly studying the issue. 
12 USTR Docket No. 301-60. 
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Table 5-1 
Summary of activity on sec. 301 Investigations during 1987 

Doc. No .. 
date filed 

301-63 
Dec. 1987 

301-62 
Nov. 1987 

301-61 
June 1987 

301-60 
July 1987 

301-59 
Jan. 1987 

301-58 
Dec. 1986 

301-55 
Apr. 1986 

301-54 
Mar. 1986 

301-53 
Apr. 1986 

301-49 
1985 

301-48 
June 1985 

301-47 
Aug. 1984 

301-42 
Apr. 1983 

301-40 
Apr. 1983 

301-35 
Oct. 1982 
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Petitioner 

American Soybean 
Association. 

President acted 
on his own 
motion. 

Pharmaceutical 
Manufacturers 
Association. 

American Meat 
Inst., et al. 

California 
Growers Exch. 

USTR Initiated 
at President's 
direction. 

lclcle Seafoods 
and Associated 
Processors. 

USTR Initiated 
at President' s 
direction. 

National Soybean 
Processors 
Association. 

USTR Initiated 
at President' s 
direction. 

Semiconductor 
Industry 
Association. 

Fertlllzer 
Institute. 

National Soybean 
Processors 
Association. 

National Soybean 
Processors 
Association. 

Footwear Indus
tries of 
America, Inc. 

Product or service/ 
country Status at yearend 1987 

Oiiseeds/EC. Investigation Initiated January 1988. Consultations 
requested with the EC. 

Anlmal Hormone In December 1987. the President proclaimed Increased 
Directive/EC. duties on certain EC exports. Duties suspended on 

same date as EC agreed to 12-month transition before 
Implementing directive. Authority to activate. modify, 
or terminate duties delegated to USTR. 

Lac~; of patent Consultations with Brazll scheduled for Febuary 1988. 
protection/Brazil. 

Third Country Meat GA TT Council agreed to establish a dispute settlement 
Directive/EC. panel In December 1987. 

Almond llcenslng 
and tariffs/India. 

Softwood lumber I 
Canada. 

GA TT panels established under the GA TT Council and the 
GATT Import Licensing Code In late 1987. 

In May 1987, Canada passed a bill Implementing the 
United States-Canada lumber agreement. In 
December 1987, the Government reached agreement on 
modification of stumpage practices In British Columbia. 

Ban on unprocessed GA TT panel report favorable to the United States 
herring and completed In November 1987. Report awaits adoption. 
salmon exports/ 
Canada. 

Accession of 
Spain and 
Portugal/EC. 

Soybean and 
soybean product 
export taxes/ 
Argentina. 

Informatics 
policy/Brazil. 

Semiconductors/ 
Japan. 

Triple super
phosphate/EC. 

Soybean oil and 
meal/Spain. 

Soybean oil and 
meal/Brazil. 

Nonrubber foot
wear/Brazil. 

Settlement reached Jan. 30, 1987. 

Discussions with Argentina held In November and 
December 1987 on Argentine progress to eliminate 
export taxes. 

In November 1987, President proposed retaliatory 
duty Increases. Hearings on retaliation held In 
December 1987. 

Increased duties Imposed on certain Japanese products In 
April 1987. Some duties removed In June and November 
1987. Other duties remain In effect. 

Pending. Consultations under the GATT Standards 
Code started In December 1984. No action reported In 
1987. 

Pending. Consultations have taken place. No action 
reported In 1987. 

Pending. GATT Subsidies Code consultations Initially 
held to confirm Brazil's claim that barriers were 
eliminated. No action reported In 1987. 

Pending. In November 1985, Brazil offered to lib
eralize Its Import surcharge and reduce tariffs. No 
action reported In 1987. 



T•bl• 5-1-Contlnued 
Summ•rv of •ctlvlty on HC. 301 lnvHtlg•tlona during 11187 

Doc. No., 
date I/led 

301-34 
July 1982 

301-23 
Sept. 1981 

301-25 
Oct. 1981 

301-11 
Nov. 1976 

301-6 
Nov. 1975 

Petitioner 

J.I. Case Co. 

Natlonal Broller 
Councll. 

Natlonal Pasta 
Association. 

Florlda Citrus 
Commission. 

Miiiers Natlonal 
Federation. 

Product or service/ 
country 

Front-end loaders/ 
Canada. 

Poultry/EC. 

Pasta export 
subsidies/EC. 

Citrus fruits and 
Juices/EC. 

Wheat flour/EC. 

EC.1 The United States consulted with the EC 
under GATI article XXIII: 1 in September and 
again in November 1987. In December, the 
GA TI Council agreed to establish a dispute set
tlement panel. 

India's licensing requirements and tariffs on 
almonds2 

In January 1987, the California Growers Ex
change filed a petition that complained of India's 
licensing requirements and steep tariffs on al
monds. The USTR initiated an investigation in 
February 1987 and requested consultations with 
India.3 The United States consulted with India 
under GATT article XXIII: 1 in June and Septem
ber 1987. The United States then requested the 
establishment of a GA TT panel in the GA TT 
Council meetings in July, October, and Novem
ber. In December. the GATT Council agreed to 
establish a dispute settlement panel. 

Meanwhile, the United States also raised the 
almonds issue in the GA TT Balance-of-Pavments 
Committee consultations with India and consulted 
under the GATT Import Licensing Code. In Sep
tember, India agreed to a panel under the code to 
examine the U.S. complaint about the licensing 
procedures. 

Other Cases Active in 1987 

Canadian softwood lumber4 

On December 30, 1986, the Governments of 
Canada and the United States signed an agree
ment on trade in certain softwood lumber prod
ucts.s Under the bilateral agreement, Canada 

1 See 52 F.R. 28223, July 28, 1987. 
2 USTR Docket No. 301-59. 
3 See 52 F.R. 6412, Mar. 3, 1987, and 52 F.R. 7057, 
Mar. 6, 1987. 
• USTR Docket No. 301-58. 
0 See 52 F.R. 231, Jan. 2, 1987. As a result of the 
agreement, the sec. JOI petition was withdrawn trigger
ing the U.S. Commerce Department to terminale the 
related countervailing duty investigation. 

Status at yearend 1987 

Pending. Followlng Informal GA TT consultations, the 
USTR returned to the petitioner for further 
Information. No action reported In 1987. 

Pending. GA TT Subsidies Code conclllatlon undertake 
outset of case. No action rtJported In 1987. 

Agreement signed September 1987. EC reduced export 
subsidies on 50 percent of pasta exports to United States. 
President directed Customs to exclude entry of any EC 
pasta not having documentation to enforce agreement. 

Settlement reached August 1986. Full lmplementatlon 
of agreement requires passage of Omnibus Trade Biii. 

Pending. GATT SubsldlAS Code panel decllned to rule If 
EC vlolated code rules. Report not yet adopted 
by Code member11. 

was to begin imposing a 15 percent ad valorem 
tax on exports of certain softwood lumber prod
ucts to the United States as of December 31, 
1986. On the same date, the President exercised 
his authority under section 301 to impose a tem
porary additional duty of 15 percent ad valorem 
on imports of Canadian softwood lumber prod
ucts.6 The action was designed to enforce the 
trade agreement and the Canadian authorities 
took the necessary domestic steps to implement 
the 15 percent export tax agreed to in the Memo
randum of Understanding between the two Gov
ernments.7 In May, the Canadian Senate passed 
a bill that formally implemented the U .S./Canada 
Softwood Lumber Agr"ement and gave Revenue 
Canada the authority to enforce collection of the 
15 percent Federal export tax on lumber destined 
for U.S. markets.a In December 1987, the 
United States and Canada reached an agreement 
under which British Columbia modified its stum
page practices and adopted "replacement meas
ures" that show efforts to achieve consistency 
with U.S. countervailing duty law.9 

Canadian ban 011 fish exports10 

Icicle Seafoods and nine other seafood proc
essors filed a petition in April 1986 alleging that 
the Canadian prohibition on exports of unproc
essed herring and salmon violates article XI, cov
ering quantitative restrictions, and provides 
Canadian processors with an unfair cost advan
tage that burdens V .S. exports in third-country 

0 See 52 F.R. 229, .Ian 2, 1987. The duty was designed 
to remedy the deferral hy Canada of an export tax agreed 
to as part of a selllcmcnt lhat terminated a CVD investi
gation by the United Stales. 
7 By Jan. 8, 1987, the Canadian Government had begun 
to collect the surcharge, and as a result, the Secretary of 
Commerce announced the suspension of the U.S. duty. 
8 Bill C-47, the Canadian Lumber Export Tax Bill, 
passed the Canadian Senate on May 28, 1987. 
8 USTR, "Report to Congress on Section 30 I Develop
ments, Required hy Section 306 of the Trade Act of 
1974," July-December 191!7. 
• 0 USTR Dockcl No. 301-55. 
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markets. The USTR initiated an investigation in 
May 1986.1 Consultations between the USTR 
and Canadian officials were held under anicle 
XXIIl:l of the GATT in September and October 
1986. 

The United States requested and obtained a 
GATT dispute settlement panel. In November 
1987, a panel repon favorable to the U.S. posi
tion was issued. The report termed Canada's ex
port controls to be inconsistent with anicle XI (on 
quantitative restrictions) of the GATT.2 At the 
December GA TT Council meeting, Canada re
quested that adoption be postponed until 1988 to 
allow further time to study the report.3 

EC enlargement4 

Following a January 21, 1987, proclamation 
of dramaLic U.S. duty increases on a number of 
EC products,5 the United States and the EC set
tled the issue of U.S. compensation for the effect 
of EC enlargement on U.S. trade.a The agree
ment was reached on January 30, 1987, the eve 
of the deadline for the duty hikes to take effect. 
The EC agreed to ensure annual imports of corn 
and sorghum to Spain of 2 million and 300,000 
metric tons, respectively. The EC also agreed to 
rescind the requirement in Portugal that 1 S per
cent of the Portuguese grain market (about 
400,000 metric tons) be reserved for sales from 
EC member countries. Moreover, the EC agreed 
to reduce duties on 26 other products and to ex
tend all current EC tariff bindings to Spain and 
Portugal. As a result of the agreement, the USTR 
suspended the increased duties.7 

Argentine differential export taxes on soybeans 
and soybean products& 

The USTR initiated the investigation in April 
1986 at the request of the National Soybean 
Processors Association.ii The petitioner com
plained of Argentina's system of differential ex
port taxes, under which soybeans are charged a 
higher export tax than soybean oil. 

1 Sec 51 F.R. 19648, May 30, 1986. 
2 USTR, "Report to Congress on Section 301 Develop
ments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. 
3 Sec also the "Dispute settlement" section of ch. 2. 
• USTR Docket No. 301-54. 
5 Sec 52 F.R. 2663, Jan. 26, 1987. 
6 For further details sec the "EC Enlargement" section of 
ch. 4 of this report as well as Operation of the Trade 
Agreements Program, JBth Report, 1986, USITC Publi
cation 1995, July 1987, pp. 5-9 and 4-5. 
7 Sec 52 F.R. 3523, Feb. 4, 1987. 
8 USTR Docket No. 301-53. 
11 Sec 51 F.R. 16764, May 6, 1986. The Association's 
petition alleged that Argentina's differential export tax 
system in which export taxes for soybeans were higher 
than for soybean products operated in such a way as to 
distort trade by providing the Argentine soybean process
ing industry a guaranteed crushing margin, permitting 
Argentine crushers to capture ever increasing shares of 
the world export market. The petitioner argued that this 
advantage burdens U.S. exports to third-country mar
kets. 
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The USTR held initial consultations with Argen
tina in August 1986. Following further bilateral 
discussions, in which Argentina assured the 
United States that it planned to eliminate the ex
port taxes causing the differential, the President 
suspended the investigation in May 1987. 10 In 
November and December 1987 further discus
sions were held with Argentina because the ex
port tax had not as yet been eliminated. The 
USTR hopes to reach a settlement with Argentina 
in early 1988.11 

Brazilian informatics policies12 

In September 1985, the USTR initiated an 
investigation into Brazil's informatics policy.13 
The policy encompasses a variety of measures 
such as investment restrictions, subsidies, and im
port restrictions. 14 The first consultations with 
Brazil on its policies took place in February 1986. 

In October 1986, the President determined 
that Brazil's policies are unreasonable. At the 
same time, he directed the USTR to notify the 
GATT of the U.S. intention to suspend tariff con
cessions for Brazil under GA TT article XVIII, 
and to effect the suspension when appropriate.15 
In December 1986, the President decided to ter
minate the part of the investigation dealing with 
Brazilian administrative procedures. 1e 

In February 1987, the USTR held hearings 
on the intellectual property and investment as
pects of the case. 17 Although the President had 
suspended the intellectual property portion of the 
investigation in June 19 8 7, 18 the President an
nounced in November 1987 his intention to take 
retaliatory measures in response to Brazil's 
breach of understandings that were the basis for 
the June suspension action. 19 The President pro
posed measures that included banning imports of 
Brazilian informatics products and raising duties 
or otherwise restricting imports of about $1 OS mil
lion more in Brazilian products. Hearings were 
held in December on the issue of retaliation.20 
Meanwhile, the investment aspects of this case re
main pending. 

10 Sec 52 F.R. 18685, May 16, 1987. 
11 USTR, "Report to Congress on Section '.l!Jl Develop
ments, Required hy Section 306 of the Trade Af.t of 
1974," July-December 1987. 
12 USTR Docket No. 301-49. 
13 See 50 F.R. 37608, Sept. 16, 1985. 
14 See also "Brazil" section of ch. 4. 
1e Sec 51 F.R. 35993, Oct. 8, 1986. 
18 The Brazilian reforms included simplification of the 
licensing process, the creation of an appeals process, 
and narrowing the scope of import restrictions. The 
December determination also directed the USTR to con
tinue negotiations with Brazil to eliminate restrictions on 
U.S. investment in the informatics sector and obtain 
adequate protection of intellectual property rights. See 
52 F.R. 1619, Jan. 15, 1986. 
17 See 52 F.R. 4207, Feb. 10, 1987. 
18 Sec 52 F.R. 24971, July 2, 1987. 
111 See 52 F.R. 44937, Nov. 23, 1987. 
20 See 52 F.R. 47071, Dec. 11, 1987. 
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Japanese barriers to the domestic sale of for
eign semiconductors1 

In June 1985, the Semiconductor Industry 
Association filed a petition with the USTR alleg
ing that the Japanese Government had created a 
protective structure that acts as a major barrier to 
the sale of foreign semiconductors in Japan. The 
USTR initiated the investigation in July2 and held 
initial consultations in August 1985 with the Japa
nese. In July 1986, the United States concluded 
an agreement with Japan under which Japan 
agreed to increase access to the Japanese market 
for U.S. firms and prevent dumping of Japanese 
semiconductors in the United States and third
country markets. Consequently, the President 
suspended the investigation.3 

Consultations under the agreement were held 
monthly until March 1987 because of difficulties 
concerning Japan's implementation of the agree
ment.4 In March, the USTR announced hearings 
on possible U.S. actions to respond to Japan's 
failure to fulfill the agreement.5 In April, the 
President determined that Japan had not imple
mented or enforced the agreement. a He also 
proclaimed increased duties on Japanese imports, 
including certain color televisions, power hand
tools, and automatic data processing machines, 
and authorized the USTR to modify, suspend, or 
terminate the duties.7 

In June, the USTR suspended the increased 
duties on imports of 20-inch color television sets 
because of Japan's improved conformity with the 
agreement.a In November, USTR suspended du
ties on certain other Japanese imports on the 
grounds that Japan was no longer dumping semi
conductors in third-country markets.9 Other 
sanctions imposed in April remain in effect. 

EC export subsidies on pasta10 

In October 19 81, the National Pasta Associa
tion filed a petition alleging that EC export subsi
dies on pasta products violate the GA TT 
Subsidies Code. Although the report of a panel 
established under the Subsidies Code was com
pleted in 1983 and as yet remains unadopted by 
the Code committee, the United States arrived at 

1 USTR Docket No. 301-48. 
2 See 50 F.R. 28866, July 16, 1985. 
3 See 51 F.R. 27811, Aug. 4, 1986. 
• USTR, "Report to Congress on Section 301 Develop
ments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. See also "Japan" section 
of ch. 4. 
e See 52 F.R. 10275, Mar. 31, 1987. 
e See 52 F.R. 13419, Apr. 22, 1987. 
7 See 52 F.R. 13412, Apr. 22, 1987. 
8 See 52 F.R. 22693, June 15, 1987. 
8 See 52 F.R. 43146, Nov. 9, 1987. Duties were sus
pended on certain power handtools, certain other color 
television sets, and low performance 16-bit desktop com
puters. 
10 USTR Docket No. 301-25. 

a settlement on pasta in the context of settling a 
dispute over EC measures on citrus products.11 

On September 15, 1987, the United States 
signed an agreement with the EC under which the 
EC initially will reduce its pasta export subsidies 
by 27 .5 percent. The reduction is intended to 
eliminate all export subsidies on one-half of the 
EC pasta exported to the United States.12 On 
September 30th, the President directed the U.S. 
Customs Service to exclude imports of EC pasta 
products unless accompanied by the documenta
tion necessary to enforce the agreement. 13 

EC citrus preferences14 

In November 1976, the Florida Citrus Com
mission alleged that EC preferential import duties 
on orange and grapefruit juices and fresh citrus 
fruits from certain Mediterranean countries ad
versely affected U.S. citrus producers. This ·case, 
which was considered by a GA TT panel, 1s was 
finally resolved bilaterally in 1986 following sev
eral months of retaliatory and counterretaliatory 
measures.16 However, according to the USTR, 
"definitive implementation of the entire agree
ment is dependent on passage of legislation by 
Congress" to implement the U.S. tariff conces
sions. Therefore, according to USTR, when tariff 
proclamation authority is obtained from Congress 
the United States will reduce tariffs on specified 
products and the EC will reduce its tariffs on al
monds and peanuts. 17 The Omnibus Trade Bill 
contains provisions in both the House version 
(section 118) and Senate version (section 946) 
authorizing the President to proclaim reduced tar
iffs and implement the remainder of the citrus 
agreement. 

Cases Pending 

Outstanding cases in which no further action 
occurred in 1987 include the following:1a 

11 For details on the citrus dispute, see Operation of the 
Trade Agreements Program, 18th Report, 1986, USITC 
Publication 1995, July 1987, pp. 2-10, 4-7, and 5-10. 
12 USTR, "Report to Congress on Section 301 Develop
ments, Required by Section 306 of the Trade Act of 
1974," July-December 1987. 
13 See 52 F.R. 36897, Oct. 2, 1987. 
14 USTR Docket No. 301-11. 
1e Following the 1979 Tokyo Round in which duty reduc
tion was obtained only on fresh grapefruit, GATT con
sultation and conciliation efforts were pursued without 
results. The GA TT Council established a panel in No
vember 1982. The panel report, completed in 1984, did 
not specifically find that EC preferences violate GATT 
rules but agreed that U.S. exports had been adversely 
affected. See also the section on "Dispute Settlement" 
in ch. 2. 
1e See also "European Community" section of ch. 4. For 
further background on the case see Operation of the 
Trade Agreements Program, 18th Report, 1986, USITC 
Publication 1995, July 1987, pp. 5-10 and 4-7. 
17 USTR, "Section 301 Table of Cases," January 1988. 
18 For further details on these cases see Operation of the 
Trade Agreements Program, 18th Report, 1986, USITC 
Publication 1995, July 1987, pp. 5-10 and 4-7. 
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EC export subsidies on wheat flour1 
EC and Brazilian export subsidies on poultry2 
Canadian tax and customs measures on front-

end loaders3 
Brazilian import restrictions on nonrubber foot

wear4 
Barriers to U .s. exports of soybean oil and 

meal: BrazilS and Spain& 
EC technical standards for f ertilizers7 

OTHER IMPORT ADMINISTRATION 
LAWS 

Arrangement Regarding International 
Trade in Textiles 

The Arrangement Regarding International 
Trade in Textiles, generally known as the Multi
fiber Arrangement (MF A), regulates world trade 
in textiles, including apparel.a In 1987, 83 per
cent of U.S. textile imports came from MFA sig
natories. Originally put into effect in 1974, the 
MFA has been extended three times, with the 
most recent extension of the MFA, commonly re
ferred to as MFA IV, taking effect on August 1, 
1986,9 and scheduled to expire 5 years later on 
July 31, 1991. 10 MFA IV expands upon the cov
erage of previous agreements to include textile 
products of noncotton vegetable fibers and silk 
blends. 

The MFA was established at a time when de
veloped countries were facing ·rising textile im
ports from a number of low-cost producers. It 
was designed to promote the expansion and liber
alization of world trade in textiles and at the same 
time to avoid disruption of markets and produc
tion lines. Operating under the aegis of the 
GAIT, the MFA permits the regulation of trade 
in textiles by providing the framework for negotia
tion of bilateral agreements between importing 
countries and suppliers. The United States had 
38 agreeme.nts in place with MFA member coun
tries at the end of November 19 8 7. 

Not all countries are signatories to the MFA, 
however. Bilateral agreements with nonpartici-

1 USTR Docket No. 301-6. Initiated in December 1975 
Since 1983, the Subsidies Code Committee remains un- · 
able to adopt the report of the dispute settlement panel 
on this case. 
2 USTR Docket No. 301-23. Initiated in Oct. 1981. 
3 USTR Docket No. 301-34. Initiated in Oct. 1982. 
• USTR Docket No. 301-35. Initiated in Dec. 1982. 
e USTR Docket No. 301-42. Initiated in May 1983. 
8 USTR Docket No. 301-40. Initiated in May 1983. 
7 USTR Docket No. 301-47. Initiated in Oct. 1984. 
8 The statutory authority to enforce the bilateral agree
ments under the MFA is contained in sec. 204 of the 
Agricultural Act of 1956. 
11 For a complete discussion of the MFA extension see 
Operation of the Trade Agreements Program, 38th' Re
port, 1986, USITC Publication 1995, July 1987, pp. 1-7 
to 1-12. 
1° Forly-lhree sl~nalorles, including the EC as a single 
signatory, partic1pa1ed in the negotiation of MFA IV. 
As of Nov. 16, 1987, 36 countries had signed MFA IV. 
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pants are negotiated under authority of section 
204 of the Agricultural Act of 1956. The United 
States has negotiated agreements under this Act 
with five countries-Taiwan, Costa Rica, Guate
mala, Mauritius, and Nepal. The United States 
also has agreements with two U.S. possessions
Guam and the Northern Mariana Islands-that 
limit shipments of sweaters classified as products 
of foreign countries, but assembled in the posses
sions. 

Bilateral agreements enable the United States 
to set aggregate limits on its textile imports from a 
particular country and/or to set limits on imports 
of specific product categories or groups of catego
ries. 11 Most U.S. bilateral agreements encompass 
almost all imports of textile products made of cot
ton, wool, and manmade fibers. In general, 
bilaterals that have been negotiated since the 
MFA was renewed-including China, Hong Kong, 
Taiwan, and Korea-also cover previously uncon
trolled products of silk blends and noncotton 
vegetable fibers. Table 5-2 lists the status of 
quantitative limitations on U.S. imports of textiles 
under the MFA as of November 30, 1987. 

Agricultural Adjustment Act 

Section 22 of the Agricultural Adjustment 
Act (7 U.S.C. 624) requires the President to take 
action to prevent imports from undermining the 
integrity of U.S. Department of Agriculture 
(USDA) programs designed to stabilize or raise 
domestic agricultural commodity prices. The 
President acts on the basis of a formal investiga
tion and recommendation by the U.S. Interna
tional Trade Commission. Following receipt of 
the Commission's report, the President may im
pose, when necessary, quantitative restrictions on 
imports. He may also impose compensatory fees, 
not to exceed 50 percent of the imported prod
uct's value, to protect relevant USDA programs. 
In instances in which the Secretary of Agriculture 
determines that an emergency exists, the Presi
dent may take action before the Commission's in
vestigation and report. Such emergency action 
continues in effect during the pendency of the 
above proceedings. 

No actions were taken during 1987 under 
section 22 authority. The section 22 investiga
tions involving sugar (Investigation No. 22-49) 
and sugar-containing articles (Investigation No. 
22-48) instituted by the International Trade 
Commission at the direction of the President in 
March 1985 to determine the respective import 
effects on USDA price-support programs were 
transmitted to the President on September 15 and 
October 15, respectively. At the close of 19 8 7, 

11 The U.S. Department of Commerce, Office of Tex
tiles and Apparel, has the responsibility for monitoring 
the agreements. In this capacity, it acts on behalf of the 
interagency Committee for the Implementation of Textile 
Agreements (CITA). 



Table 5-2 
Status of quantitative limitations on U.S. Imports of textiles under the MFA, as of Nov. 30, 1987 

Current /Imitation on Import trade 

Country 
For 12 months 
beginning-' 

Bangladesh3 •• , • • • • • • • • • • • • • • • • 1-2-87 
Brazll . . . . . . . . . . . . . . . . . . . . . . . . . 4-1-87 
Bulgaria ......................• 5-1-87 
Burma3 •••••••••••••••••••••••• 1-1-87 
China ........................ 1-1-87 
Colombla4 ..................... 3-31-87 
Costa Rlca3 • • • • • • • • • • • • • • • • • • • • 1-1-87 
Czechoslovakia . . . . . . . . . . . . . . . . . 6-1-87 
Dominican Republlc11 . • • • • • • • • • • • 6-1-87 
East Germany ................. 1-1-87 
Egypt ....................•.... (II) 
El Salvador . . . . . . . . . . . . . . . . . . . . 1-1-87 
Guatemala ..................... 1-1-87 
Haiti .......................... 1-1-87 
Hong Kong . . . . . . . . . . . . . . . . . . . . 1-1-87 
Hungary . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
India .......................... 1-1-87 
Indonesia . . . . . . . . . . . . . . . . . . . . . . 7-1-87 
Jamalca7 •••••••••••••••••••••• 1-1-87 
Japan ......................... 1-1-87 
Korea ......................... 1-1-87 
Macau ........................ 1-1-87 
Malaysia . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
Maldives . . . . . . . . . . . . . . . . . . . . . . . 9-29-87 
Maurltlus3 • • • • • • • • • • • • • • • • • • • • • 10-1-87 
Mexico . . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
Nepal ......................... 1-1-87 
Pakistan . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
Panama . . . . . . . . . . . . . . . . . . . . . . . 4-1-87 
Peru . . . . . . . . . . . . . . . . . . . . . . . . . . 5-1-87 
Phlllpplnes . . . . . . . . . . . . . . . . . . . . . 1-1-86 
Poland . . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
Romanla10 ..................... 1-1-87 

1-1-87 
Singapore . . . . . . . . . . . . . . . . . . . . . 1-1-87 
South Afrlca11 •••••••••••••••••• 9-1-87 
Sri Lanka . . . . . . . . . . . . . . . . . . . . . . 6-1-87 
Taiwan ........................ 1-1-87 
Thailand . . . . . . . . . . . . . . . . . . . . . . . 1-1-87 
Trinidad and Tobago12 ••••••••••• 10-1-86 
Turkey13 ••••••••••••••••••••••• 7-1-87 

6-24-87 
U.S.S.R ....................... 7-22-87 
Uruguay . . . . . . . . . . . . . . . . . . . . . . . 1111 
Yugoslavia . . . . . . . . . . . . . . . . . . . . . 1-1-87 

Quantity 
restralned2 

Miiiion 
square yard 
equivalents 

133.8 
289.0 

.6 
5.0 

1, 142.3 
3.0 

34.7 
.8 

70.8 
.8 

(II) 
39.1 
5.7 

24.9 
1,268.0 

6.2 
286.4 
327.5 
42.9 

712.2 
1,313.0 

81.7 
244.1 

.8 
( 8 ) 34.2 

891.1 
17.7 

429.6 
(&) 

132.4 
410.0 
78.4 
57 .1 
82.6 

216.4 
24.3 

157.0 
1,643.8 

253.0 
10.4 

123.9 
8.6 
4.4 
4.6 

43.5 

Expiration 
of current 
agreement 
or quota 

1-31-89 
3-31-88 
4-30-89 
12-31-87 
12-31-87 
7-30-88 
12-31-87 
5-31-89 
5-31-88 
12-31-89 
(II) 
12-31-89 
12-31-88 
12-31-89 
12-31-91 
12-31-87 
12-31-91 
6-30-88 
12-31-89 
12-31-89 
12-31-89 
12-31-91 
12-31-91 
9-28-88 
9-30-90 
12-31-87 
12-31-90 
12-31-91 
3-31-89 
4-30-89 
12-31-91 
12-31-89 
12-31-89 
12-31-87 
12-31-90 
8-31-88 
5-31-88 
12-31-89 
12-31-88 
12-31-89 
6-30-88 
6-23-88 
7-21-88 
6-30-88 
12-31-89 

1 The starting date for the 12-month restraint period may vary according to the product category. 
2 This figure represents either an overall aggregate llmlt or the sum of llmlts establlshed on specified groups or cate
gories, whichever was In effect on Nov. 30, 1987. Limits Include specific limits or consultation levels. 
3 Some llmlts establlshed after the beginning of the agreement year are for less than 12 months. 
4 The quota was unllaterally established by the United States under art. 3 of the MFA. 
11 Agreement years vary by category. 
11 The agreement with Egypt expired June 1, 1987. As of Nov. 30, 1987, a new agreement had not been signed. 
7 Some restraints are for the 16-month period beginning Sept. 1, 1986, and some are for the 7-month period begin
ning June 1 , 1987. 
8 In addition to the restraints shown, Imports of sweaters and of wool knit shirts and blouses are subject to a limit of 
117 ,312 dozen. 
11 Restraint limit Is 170,000 dozen wool and manmade-flber sweaters. 
10 Two separate bllateral restraint agreements were concluded with Romania, the first covering wool and manmade
flber categories, and the second covering cotton categories. 
11 The agreement with South Africa, scheduled to be In effect for the period Sept. 1, 1985 to Aug. 31, 1988, was 
made Inoperative by the Anti-Apartheid Act of 1986, which prohibits Imports from South Africa of these textiles and 
certain other products. 
12 Restraints are for a 15-month period ended Dec. 31, 1987. 
13 Two separate agreements were concluded with Turkey; the second was the result of calls under art. 3 of the 
MFA. 
Source: U.S. Department of Commerce, Office of Textiles and Apparel, Performance Report, Nov. 30, 1987, and 
U.S. Department of State, Textiles Division, notices. 

5-13 



the President still had not indicated what re
sponse he wished to make to the Commission's 
recommendations. Therefore, the repon findings 
remained confidential and the President's emer
gency actions with respect to sugar and sugar-con
taining anicles temporarily established in 1985 
continued in effect. 1 

Quantitative impon restrictions established
pursuant to section 22 authority-through presi
dential proclamations of previous years remained 
in place throughout calendar 1987 on cotton of 
cenain specified staple lengths, cotton waste, and 
cenain cotton products; peanuts; cenain dairy 
products; and sugar, cenain sugar syrups, and 
sugar-containing anicles. 

Generalized System of Preferences 

The U.S. GSP is a temporary tariff prefer
ence scheme designed to offer nonreciprocal 
duty-free treatment for designated anicles of 
beneficiary developing countries. The objective 
of the system is to help these countries to become 
more competitive in U.S. markets and to diversify 
their economic structures away from production 
of primary goods. Nineteen other industrial 
countries also maintain GSP programs. The U.S. 
GSP scheme is administered by the USTR. The 
current GSP, the result of amendments to the 
original act by the Trade and Tariff Act of 1984, 
has been in effect since January 4, 1985. The 
program is scheduled to expire on July 4, 1993. 
The original GSP was established under the Trade 
Act of 197 4 for a period of 10 years. 

The current GSP provides for a 2-year gen
eral review of the program to implement the redi
rection of GSP benefits from the wealthier, more 
advanced developing countries, to the poorer 
beneficiaries with greater need. The general re
view was to determine which products from which 
countries were "sufficiently competitive" to war
rant the application of reduced limits to GSP 
benefits.2 The results were announced on Janu
ary 2, 1987, effective July 1, 1987. 

Under the amended GSP, when making de
cisions relating to country eligibility or product
specific benefit levels, the President must 
consider a country's laws and practices regarding 
market access for goods and services, foreign in
vestment, intellectual propeny rights, and worker 
rights. The President must also consider a coun
try's general level of development and a range of 
other factors. 

1 For further details, see Operation of the Trade Agree
ments Program, 37th Report, 1985, USITC Publication 
1871, pp. 246-249. 
2 The so-called competitive-need provisions of the GSP 
law state that if, in any calendar year, imports from an 
eligible country or an eligible article (an "article" being 
defined as all products in a 5-digit item in the TSUS) 
either (1) exceed a given dollar amount or (2) account 
for more than a specified percentage of total (J.S. im
ports or that article for that year' the imports or that 
article from that country cannot receive duty-free treat
ment under GSP in the following GSP year. 
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As a result of the general review, the Presi
dent reduced the competitive-need limits on 290 
products from 9 advanced developing countries: 
Argentina, Brazil, Colombia, Hong Kong, South 
Korea, Mexico, Singapore, Taiwan, and Yugosla
via.3 For these products, the President set the 
limits at 25 percent of total U.S. imports, or 
$28.2 million in imports from any such country 
(based on 1986 trade). For all other products, 
the President specified the competitive limits at 
SO percent of total imports as before, or an 
amount of $71.4 million (based on 1986 trade). 
Also, as a result of the general review, the Presi
dent granted 10 beneficiary countries a waiver of 
competitive-need limits on 95 products with an 
estimated total trade value of over $2 billion 
(based on 1985 trade). 

Pursuant to the requirement of the new GSP 
that a review of workers' rights laws and practices 
of selected countries be conducted, the President 
suspended GSP eligibility for Romania, Nicara
gua, Paraguay, and Chile. 

On April 2, 1987, the USTR released the re
sults of the customary annual review procedures 
that modify GSP benefits in response to petitions 
from interested parties. These were the first an
nual modifications that reflected the new stan
dards of eligibility established in the general 
review 3 months earlier. The changes required by 
the annual review also took effect on July 1, 
1987.4 

Under the applicable "competitive-need" 
limits, the 19 8 7 annual review excluded from 
GSP eligibility $18.6 billion in 1986 imports from 
16 countries. In comparison, exclusions based on 
competitive need amounted to S 13. 0 billion in the 
1986 annual review. Of the $18.6 billion, $3.8 
billion involved articles losing GSP eligibility for 
the first lime, of which $2.4 billion was attribut
able to the new, lower competitive-need limits for 
certain countries and products. 

3 On Jan. 29, 1988, President Reagan decided to re
move GSP privileges from Taiwan, South Korea, Hong 
Kon~, and Singapore, effective Jan. 2, 1989. The 
President made his decision with regard to these coun
tries' "impressive level of economic develoP.ment and 
competitiveness, which can be sustained without prefer
ences provided by the program." In 1987, a total or 60 
percent of a11 the products that entered the United States 
under the program came from Taiwan, Korea, Hong 
Kong, and Singapore. The President's action was In 
keeping with the original Intent of GSP and with its op
eration during the past 12 years. Since its inception, 
GSP has been a program of temporary incentives rather 
than permanent tariff advantages. 
4 In operating the GSP program, the interagency Trade 
Policy Starr Committee, chaired by a representative of 
the USTR, conducts annual reviews in which petitions 
are received from any interested party (foreign govern
ments, U.S. producers, exporters and importers) for 
modification m the list or items eligible for GSP duty-free 
treatment. The review also covers the application of the 
competitive-need criteria, which can result in products of 
certain beneficiary countries being excluded from, or 
reinstated to, eligibility for GSP treatment. 



Product coverage may also be modified an
nually under the President's discretionary author
ity to "graduate" countries for particular products 
in response to petitions filed by U.S. producers 
and trade associations.1 Under this authority, 
the President removed $942 million in 1986 im
ports from the list of GSP-eligible articles com
pared with 2.4 billion dollars' worth of grad
uations in the previous annual round of changes. 
This action affected seven countries: Taiwan, 
South Korea, Mexico, Brazil, Singapore, Yugosla
via, and Turkey. Under the same authority, the 
President reinstated $442 million in 1986 imports 
to GSP-eligible treatment and also added 53 mil
lion dollars' worth of new articles to the GSP-eli
gibility list. 

On May 19, 1987, the President announced 
that Bahrain, Bermuda, Brunei Darussalam, and 
Nauru will no longer be eligible for GSP treatment 
because each has exceeded the applicable limit of 
$8,500 per capita Gross National Product (GNP) 
mandated by section 504(£)(2) of the Trade Act 
of 1974. These four countries will lose GSP treat
ment on July 1, 1988. 

Also, on May 19, 1987, President Reagan 
added Greenland to the list of countries eligible 
for GSP treatment. As a territory of Denmark 
and therefore part of the EC, Greenland had 
been previously ineligible under the U.S. GSP. 
However, home rule granted to Greenland in 
February 1985 had the effect of ending that 
country's EC membership status. Greenland's 
less advanced stage of development allowed the 
United States to include it in its own right as a 
GSP beneficiary. Counting Greenland, the 
United States currently grants duty-free treatment 
on approximately 3,000 products from 141 devel
oping countries. 

In 1987, duty-free U.S. imports under the 
GSP amounted to $16.3 billion; they were re
sponsible for 12.9 percent of total imports from 
the beneficiary countries and 4.1 percent of over
all U.S. imports. Of the 34 percent of imports 
from beneficiary countries that were GSP-eligible, 
38.1 percent entered duty-free under GSP (table 
5-3). 

Seven advanced beneficiary countries sup
plied 79.1 percent of all U.S. imports that re
ceived duty-free treatment under the GSP. These 
leading GSP beneficiaries were Taiwan, Korea, 
Hong Kong, Mexico, Singapore, Brazil, and Is
rael. GSP imports from these nations collectively 
amounted to $12.9 billion. Table 5-4 shows the 
amount of duty-free imports under GSP sep
arately for the seven advanced beneficiary coun
tries, and the ratio of such imports to the 
GSP-eligible and total U.S. imports from each of 
these countries in 1987. These leading benefici-

1 Graduation Is recognition that a beneficiary country 
does not currently need GSP treatment for particular 
products in order to be competitive. 

aries have not changed in recent years. In 1987, 
Taiwan continued to be number one among the 
GSP-eligible countries in terms of the value of its 
shipments to the United States. Duty-free U.S. 
imports from Taiwan under the GSP amounted to 
$4.2 billion, and they were responsible for 25.6 
percent of total 1987 U.S. imports under the pro
gram. The share of imports entering under GSP 
provisions to the overall imports from each of 
these seven countries ranged from 21 percent for 
Singapore to 8.5 percent for Mexico. Mexico's 
low GSP share is accounted for by the dominance 
of petroleum in the composition of U.S. imports 
from that country. Petroleum is not a GSP-eligi
ble article. 

Based on five-digit TSUS items, switchboard 
panels and accounting and computing equipment 
were responsible for the largest value among all 
eligible articles entering the United States under 
the GSP in 1987 (table B-25). Sugar, which was 
the leading GSP product before 1986, ranked 
only eighth in 19 8 7, reflecting the effect of major 
U.S. quota reductions for this article for the year. 
Table B-26 lists GSP-eligible imports by two-digit 
divisions of the Standard International Trade 
Classification (SITC) system, showing also the 
percentage of duty-free imports in total U.S. im
ports for the articles in question. Table B-27 
gives the same information by divisions of the 
Standard Industrial Classification (SIC) system. 

Caribbean Basin Economic Recovery 
Act (CBERA) 

In 1987 the Caribbean Basin Initiative (CBI) 
marked its fourth year of operation. It was 
authorized by the CBERA,2 which was signed into 
law in August 1983; the program became opera
tive by Presidential proclamation on January 1, 
1984. As a 12-year program, the CBERA is de
signed to foster economic development in the 
Caribbean Basin by providing a combination of 
trade preferences, aid, and investment incentives 
to eligible countries.3 

The centerpiece of the CBERA is a one-way 
trade preference program that allows duty-free 
access of eligible products from designated bene
ficiary countries to the U.S. market, provided 
35 percent of their value is added in a Caribbean 
Basin country participating in the program. (U.S. 
value may be counted up to a level of 15 per
cent.) CBERA preferences constitute one of 
three major duty-remission or duty-reduction pro
grams available to Caribbean Basin countries 
from the United States. The other two, which 

2 In August 1987, new legislation was introduced In the 
U.S. Congress to extend the benefits of the CBERA. 
The proposed bill would extend the program for another 
12 years, expand the range of products eligible for duty
free treatment, restore sugar quotas, and make special 
provisions for the smaller, lesser developed islands of the 
Eastern Caribbean. 
3 Public Law 98-67, title 11. 
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Table 1-3 
U.S. Import•' for conaumptlon1 from asp beneficiary countrlH, 1987 

Item 

Total, all 
beneficiary 
countries 

Total 
all 
countries 

Total Imports ( 1, 000 dollars) .................................... . $126,305.267 
42,738,031 
16,298,436 
21,509,351 

$400,387 ,804 
134,231,007 
16,298,436 
21,509,351 
96,423.220 

GSP-ellglble products (1,000 dollars) .....•...•.•..••...••........ 
Duty-free under GSP (1,000 dollars) ....••...•..........•....... 
Competitive-need excluslons (1,000 dollars) .••.........•.......• 
Other ( 1 , 000 dollars) .•••••••.••..•.•.•..•.•••.....•••........ 4,930,244 

Nonellglble product Imports (1,000 dollars) ....•.••........•.•..••. 83,567,236 266.156, 797 
Ratio of: 

GSP-ellglble Imports to total Imports (percent) ...••••••.......•... 
GSP duty-free Imports to GSP-ellglble Imports (percent) .•........• 
Competitive-need excluslons to GSP-ellglble Imports (percent) ..•... 
Other Imports to GSP-ellglble Imports (percent) ..••........•.•.... 
GSP duty-free to total Imports (percent) ..•..•••........•.•...... 

33.8 
38.1 
50.3 
11.5 
12.9 

33.5 
12.1 
16.0 
71.8 
4.1 

1 Customs value basis. 
1 In this and other tables In this section, U.S. Import data exclude entries Into the U.S. Virgin Islands, which totaled 
$1.7 bllllon In 1987. This ls consistent with the concept of U.S. Imports used In the GSP program for the competi
tive-need determinations. 

Source: Compiled from offlclal statistics of the U.S. Department of Commerce. 

Table 5-4 
U.S. Imports for consumption under the GSP from advanced beneficiary countries, 1987 

U.S. Imports of Ratio of Share of Share of Country 
Total GSP-ellglble ellglble GSP GSP to GSP to share of 

Rank Source value articles to total Imports ellglble total GSP total 

Miii/on Miii/on Miii/on 
dollars dollars Percent dollars Percent Percent Percent 

1 Taiwan .......... 24,573 14 .124 57.5 4, 173 29.5 17.0 25.6 
2 Korea •I I I 0 I I I I I 16,887 6, 174 36.6 2,504 40.6 14.8 15.4 
3 Hong Kong ••.•.. 9,808 3.997 40.8 1.703 42.6 17.4 10.4 
4 Mexico O I I I IO I I I 19,765 7.999 40.5 1.677 21.0 8.5 10.3 
5 Singapore ....... 6,178 2,072 33.5 1.297 62.6 21.0 8.0 
6 Brazll .........•. 7,609 2.021 26.6 1,045 51.7 13.7 6.4 
7 Israel .....••.... 2,638 1.009 38.2 487 48.3 18.5 3.0 

Top 7 ...••.... 87,460 37,396 42.8 12,886 34.5 14.7 79.1 
World ..••.•• , .. , 400,388 42,738 10.7 16,298 38.1 4.1 100.0 

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

Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

have been in effect for years, are the GSP1 and 
TSUS items 806.30 and 807 .00. Item 807 .00 
provides an exclusion from the calculation of du
tiable value, in imposing U.S. customs duties, of 
the value of U.S. components in imported prod
ucts that have been assembled in a foreign coun
try and then returned to the United States for 
additional processing. Item 806.30 provides simi
lar treatment for certain U.S. metal products ex
ported to a foreign country for processing and 
then returned to the United States for additional 
processing. Table B-28 separately lists imports 
from the Caribbean region under special pro
grams during 1985-87. 

1 For a discussion of the GSP, see the previous section in 
this chapter. 
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The President of the United States initially 
designated 20 countries for CBERA trade bene
fits. The Bahamas became the 21st beneficiary 
country in 19 8 5. Aruba, which became inde
pendent of the Netherlands Antilles in April 
1986, was separately designated as the 22d 
CBERA beneficiary, retroactive to January 1, 
1986. The list of all designated and nondesig
nated Caribbean countries and U.S. imports from 
these countries during 1983-87 are shown in ta
ble 5-5.2 

2 For a description of the criteria that the President must 
consider in designating a country eligible for CBERA 
benefits, see Operation of the Trade Agreements Pro
gram, 35th Report, 1983, USITC Publication 1535, pp. 
27-28. 
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T•ble 5-5 
U.S. Import• for consumption from the C.rlbbean BHln, by countrlea, designated or nondeslgn•t•d un
der th• CBERA, 1983-87 

(Customs-value basis, In thousands of dollars) 

Country 1983 1984 1985 

Designated: 

Antigua .............•.....• 
Aruba' .........•.....•••... 
Bahamas ....•.....•...•..•. 
Barbados ..•............... 
Bellze .....•.....•.....••.. , 
British Virgin Islands ........ . 
Costa Rica ..............••• 
Dominica ...•••...........•. 
Dominican Republic ......•.•. 
El Salvador ............•.... 
Grenada •...........•...... 
Guatemala ............•.... 
Haiti ......................• 
Honduras ................. . 
Jamaica .•................ 
Montserrat ................ . 
Netherlands Antllles' ........ . 
Panama ................... . 
St. Chrlstopher-Nevls-

Angullla3 ................ . 
St. Lucia .................. . 
St. Vincent and Grenadines .. . 
Trinidad and Tobago ........ . 

8,809 
(2) 

1.676,394 
202,047 

27,315 
880 

386,520 
242 

806,520 
358,898 

211 
374,692 
337,483 
364,742 
262,360 

924 
2.274,510 

336,086 

18,758 
4,700 
4,276 

1.317,534 

Total ................•.... 8,763,900 

Nondeslgnated: 

7,898 
(2) 

1, 154,282 
252,598 
42,843 

1,335 
468,633 

86 
994,427 
381,391 

766 
446,267 
377,413 
393,769 
396,949 

989 
2,024,367 

311,627 

23.135 
7,397 
2,958 

1,360, 106 

8,649,235 

24,695 
(2) 

626,084 
202, 194 
46,951 
11,902 

489,294 
14, 161 

965,847 
395,658 

1,309 
399,617 
386,697 
370,219 
267,016 

3,620 
793, 162 
393,605 

16,258 
13,796 
9,643 

1,255,498 

6,687,226 

1986 

11.849 
1,797 

440,985 
108,991 
50, 181 

5,904 
646,508 

15, 185 
1,058,927 

371, 761 
2,987 

614,708 
368,369 
430,906 
297,891 

3,472 
453,333 
352,206 

22,278 
12,269 
7,836 

786,405 

6,064,745 

1987 

8,621 
2,452 

377,881 
59,110 
42,906 
11.162 

670,953 
10,307 

1, 144,211 
272,881 

3,632 
487,308 
393,660 
483,096 
393,912 

2,413 
478,836 
342,700 

23,793 
17,866 
8,493 

802,838 

6,039,031 

Angullla3 . . . . . . . . . . . . . . . . . . . (2) (2) (2) 89 168 
Cayman Islands . . . . . . . . . . . . . 8,607 6,212 10,950 14,611 27,670 
Guyana.................... 67,332 74,417 46,010 62,928 58,828 
Nicaragua . . . . . . . . . . . . . . . . . . 99,013 58.064 41,003 1,071 1,231 
Suriname . . . . . . . . . . . . . . . . . . 63, 147 104,636 60,091 38,591 46,445 
Turks and Caicos Islands . . . . . 3,965 3,935 4,649 4,792 4.680 

~~~~~~~~~~----~~~~~~----~~~~~~~~~---

Tot a 1 • • • • • • • • • • • • • • • • • • • • • 242,065 247.264 162.703 122,082 139,022 

Grand total . . . . . . . . . . . . . . . 9,005,965 8,896.499 6,849,928 6, 186,826 6, 178.053 

1 During 1982-85 and January-May 1986, Import statistics treated Aruba as part of the Netherlands Antilles. 
2 Not applicable or not available. 
3 Before 1986, U.S. Import statistics treated St. Christopher, Nevis, and Anguilla as one entity. Therefore. al
though Anguilla has not been designated as a beneficiary country, It was treated as such In pre-1986 data. 

Source: Complied from offlclal statistics of the U.S. Deparment of Commerce. 

In 1987, U.S. imports from the Caribbean 
Basin amounted to $6.2 billion, the same as those 
in 1986. The downward trend characterizing this 
trade flow in recent years stopped, but the com
position of imports continued to change. For 3 
consecutive years before 1987, the shrinking 
value of crude and refined oil products pushed 
total U.S. imports from the region sharply down
ward. In 1987, however, imports of crude oil and 
related imports virtually ceased to decline in both 
absolute and relative terms. Chemicals, consist
ing predominantly of crude oil and its derivatives, 
accounted for 27 percent of all U.S. imports from 
the Caribbean in 1987, about the same as that in 
1986. This compares with 60 percent in 1982. 
Conversely, imports of textiles and apparel-an
other major component of this trade-continued 
to grow rapidly, rising 39 percent, by value, above 
those in 1986. 

Notably, neither petroleum and most petro
leum products, nor textiles and apparel, are eligi
ble for duty-free treatment under the CBERA. In 
addition, products ineligible for CBERA prefer
ences include footwear, luggage, handbags, and 
leather wearing apparel. 

Considering the significance of textiles and 
apparel for the region's economy, the President 
announced a "special access program" in Febru
ary 1986 to liberalize quotas for CBERA coun
tries for imports of apparel and made-up textiles, 
such as bed linens. The program, referred to as 
807-A, is designed to provide greater access to 
the U.S. market for products that CBERA coun
tries ship under TSUS item 807.00 and that have 
been assembled with fabric produced and cut in 
the United States. CBERA countries have been 
invited to enter into bilateral agreements with the 
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United States under which guaranteed access will 
be permitted for their exports of apparel and tex
tile products that qualify. 1 These guaranteed ac
cess levels (GALs) are separate from quotas 
applicable to those products that were not assem
bled solely from U.S.-made and U.S.-cut fabric. 

Duty-free imports entering under CBERA 
preferences, shown in table 5-6, totaled $906.1 
million in 1987, or 14.7 percent, of overall U.S. 
imports from the region. This compares with 
$689.8 million, or 11.2 percent, in 1986. Entries 
to U.S. customs territory under the CBERA have 
continued to rise in 1987, and entries under GSP 
have continued to fall as a share of overall U.S. 
imports from the Caribbean (table B-28.) 

Beef and veal composed the leading product 
category in 1987 entering the United States under 
CBERA provisions. Sugar fell to third place be
cause U.S. quota allocations to CBI countries, as 
for all U.S. sugar imports, were cut to little more 
than one-half their 1986 amount. The list of 
leading items includes analgesics, electrical and 
electronic articles, tobacco products, miscellane
ous manufactured products, and fruits and vege
tables. 

1 To date, Costa Rica, the Dominican Republic, Haiti, 
Jamaica, and Trinidad and Tobago have entered into 
bilateral textile agreements with the United States under 
the program. In 1987, special access apparel imports 
from beneficiaries amounted to $79 million. 

Table 5-6 

As part of the CBERA, the United States 
also assists eligible countries in improving their 
business climate, and by facilitating private invest
ment in the area. In 1987, the activities of the 
Caribbean Basin Information Center (CBIC) of 
the Department of Commerce continued. CBIC 
supplies data on trade and investment opportuni
ties in the region to the U.S. business community, 
and assists Caribbean firms by organizing exhibi
tions for their products and promoting their par
ticipation in trade shows. 

Meat Import Act of 1979 

The Meat Import Act of 1979, successor to 
the Meat Act of 1964, became effective on Janu
ary 1, 1980. The Act requires the President to 
impose quotas on imports of certain meats, 
mainly fresh, chilled, or frozen beef, if the pro
jected aggregate quantity of such imports for the 
calendar year, as estimated by the Secretary of 
Agriculture, equals or exceeds a level equal to ap
proximately 7 percent of annual domestic produc
tion. This level is calculated on the basis of a 
Congressionally prescribed formula outlined in 
the law. Included in the formula is a "counter
cyclical factor" that increases the maximum im
port allocation if U.S. domestic per capita 
supplies are inadequate and decreases the allow
able level in the event of domestic surpluses. 

Leading Items In U.S Imports for consumption entered under CBERA provisions, by descending duty
free value, 1987 

(Customs value, In thousands of dollars) 

Total U.S Percent of 
Imports for Duty- CB ERA 
consumption free duty-free 

TSUS from CBERA under to total Leading 
Item No. Description countries CB ERA CB ERA source 

106.10 Beef and veal, fresh, chilled 124,979 114,324 91.5 Costa Rica 
412.22 Analgesics. antlpyretlc ............ 98,346 92.121 93.7 Bahamas 
155.20 Sugars, syrups. and molasses ..... 113.834 83.105 73.0 Dominican Republic 
146.40 Bananas, fresh ................... 467,723 65,226 13.9 Honduras 
685.90 Electrical switches ................ 89,729 37,002 41.2 Dominican Republic 
427.88 Ethyl alcohol for nonbeverage ...... 28,756 27,468 95.5 Jamaica 
160.10 Coffee, crude, roasted, or ground .. 601, 147 26,205 4.4 Guatemala 
170.70 Cigars each valued 23 cents ....... 34,979 23,049 65.9 Dominican Republic 
740.15 Jewelry, etc. • and parts ........... 22,010 21. 701 98.6 Dominican Republic 
734.56 Baseball equipment and parts ...... 37.622 21,312 56.6 Haiti 
148.96 Pineapples. fresh, In packages ..... 22,863 15,634 68.4 Costa Rica 
686.10 Resistors, fixed .................. 18,475 14,390 77.9 Costa Rica 
685.80 Electrical capacitors .............. 34,582 14.217 41.1 El Salvador 
114.45 Shellfish other than clams .......... 253,520 12. 146 4.8 Panama 
148.30 Melons, fresh, except cantaloupes .. 12,982 11,055 85.2 Panama 
138.05 Broccoli, cauliflower, and okra t ft It 14,529 9,689 66.7 Guatemala 
165.29 Fruit Juices, not mixed, orange ..... 9,796 'J,482 96.8 Belize 
791.27 Leather, other than patent leather .. 55,682 8,690 15.6 Dominican Republic 
475.05 Crude petroleum less than 25 

degrees API .................... 519,860 8,520 1.6 Bahamas 
110.35 Fresh fish, whole It It I 0 t 0 t f It t I It 19,556 7,913 40.6 Costa Rica 

Total, above Items ............ 2,580,969 623,251 24.1 (1) 

Total, all Items from CBERA 
countries I I 0 f O t 0 t t O 0 I I It t It t I 6,039,030 906, 144 15.0 (1) 

Source: Compiled from offlclal statistics of the U.S. Department of Commerce. 
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No quotas have been imposed since the act be
came effective on January 1, 1980. The prede
cessor statute, the Meat Act of 1964-on the 
basis of a similar but different formula-also pro
vided authority to the President to impose quotas 
on imports of meat. 

The USDA on December 30, 1986, esti
mated that imports of quota meat in 19 8 7 would 
amount to 1,400 million pounds, approximately 
40 million pounds below the "trigger" level of 
1,440 million pounds mandating imposition of 
quantitative limitations. Actual imports of meat 
subject to the act totaled 1,428 million pounds, 
distributed by source as follows in 1987 (million
pounds): 

Source 

Australia ........................... . 
New Zealand ......•.................. 
Canada ............................ . 
Honduras ........................... . 
Costa Rica ......................... . 
Guam .............................. . 
Guatemala .......................... . 
European Community ................ . 
El Salvador ......................... . 
Dominican Republic .................. . 
Belize .............................. . 
Sweden ............................ . 

Total ............................ . 

Quantity 

722.1 
438.7 
152.7 

16.6 
51.2 

.6 
16.3 
6.4 
1.6 

18.8 
. 1 

3.3 

1,428.3 

Because the total of 1,428 million pounds 
was below the 1,440 million pound "trigger" 
level, no quotas were imposed in 1987. As a re
sult of heavy shipments during the third quarter 
of 1987 relative to January-March levels, Austra
lia and New Zealand agreed in October 1987 to 
limit voluntarily their exports of cattle meat prod
ucts to respective levels equivalent to 722 million 
pounds and 439 million pounds through Decem
ber 1987. 

The USDA in November 1987 estimated that 
in the absence of restraints, 19 8 8 meat imports 
subject to the law would total 1,439 million 
pounds, 1 million pounds below the "trigger" 
level of 1,440 million pounds that would mandate 
quantitative restrictions. 

National Security Import Restrictions 

Section 232 of the Trade Expansion Act of 
1962 authorizes the President, on the basis of a 
formal investigation and report by the Secretary 
of Commerce, to regulate the importation of arti
cles that threaten to impair the national security 
of the United States. Unless the President re
verses the Secretary's finding, he must take what
ever action he considers necessary to control 
imports of the contested article thus precluding 
impairment to U.S. national security. The prede
cessor statute of the Trade Expansion Act of 
1962-the Trade Agreements Extension Act of 
1958-provided the President similar authority to 
regulate imports in the interest of national secu
rity. Section 232 has been administered by the 
Department of Commerce since January 1980. 
Previously, responsibility for the program was 
centered at the Department of the Treasury and 

the Office of Emergency Preparedness. The most 
frequent use of section 232 authority by U.S. 
Presidents has been to impose quotas and fees on 
imports of petroleum and petroleum products. 

Developments in 1987 

The Department of Commerce in 1987 initi
ated two new section 232 investigations covering 
imports of anti-friction bearings, and imports of 
crude and refined petroleum. The Commerce 
Department must report its findings to the Presi
dent by July 17, 1988, in the bearing case, and by 
December 1, 1988, in the petroleum investigation. 
The bearing and petroleum cases represent, re
spectively, the fifth and sixth section 232 cases 
conducted at Commerce. Previous investigations 
covered glass-lined chemical processing equip
ment; ferroalloys; crude oil from Libya; industrial 
fasteners; and machine tools.1 

The embargo on imports of crude oil origi
nating in the Libyan Arab Jamahiriya imposed on 
December 22, 1983, through Presidential Procla
mation No. 5141, continued in place throughout 
1987. Libyan policies and actions aided and abet
ted through proceeds from the exportation of oil 
to the United States were initially declared to be 
adverse to the U.S. national security in March 
1982. 

Petroleum 

On December 24, 1987, the U.S. Depart
ment of Commerce initiated an investigation un
der section 232 of the Trade Expansion Act of 
1962. This action was taken in response to a pe
tition filed on December 1, 19 8 7, by Enserch 
Corporation, on behalf of the National Energy 
Security Committee (an ad hoc coalition of State 
petrolt:um associations, industry associations, and 
companies; it includes royalty owners, drilling 
equipment manufacturers, and drilling services 
companies) and the Texas Independent Produc
ers and Royalty Owners Association. The petition 
requested that an investigation be initiated under 
section 232 to determine whether U.S. imports of 
crude petroleum and refined petroleum products 
threaten to impair the national security of the 
United States. The U.S. Department of Com
merce has up to 1 year to complete its study and 
report its findings. 

The industry group has stated that it is also 
considering filing a petition with the U.S. Interna
tional Trade Commission under section 201 of 
the Trade Act of 197 4, alleging that crude petro
leum and refined petroleum products are being 
imported into the United States in such increased 
quantities as to be a substantial cause of serious 
injury, or the threat thereof, to the domestic in
dustry producing an article like or directly com
petitive with the imported article. 

1 Four countries-Japan, Taiwan, West Germany, and 
Switzerland-agreed in 1986 to limit for a 5-year period 
exports of machine tools to the United States. For addi
tional details on the voluntary restrictions in place 
throughout calendar year 1987, see the Operativn of the 
Trade Agreements Program, 38th Report, 1986. USITC 
Publication 1995, July 1987, pp. 4-11; 4-27; and 4-41. 
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The section 232 petition filed with the U.S. 
Department of Commerce and the possibility of a 
section 201 petition at the U.S. International 
Trade Commission were spurred by the increase 
in imports coupled with the decrease in produc
tion of crude petroleum since 1985. U.S. pro
duction of crude petroleum declined by about 7 
percent, from 9 million barrels per day in 1985 to 
8.3 million barrels per day in 1987; during the 
same period, U.S. imports increased from 3 mil
lion barrels per day in 1985 to 5 million barrels 
per day in 1987, or by 46 percent. The ratio of 
imports to consumption increased from 2 7 per
cent in 1985 to 36 percent in 1987. Although 
domestic production and the ratio of imports to 
consumption of refined petroleum products have 
remained at approximately the same levels during 
the period, it is expected that if some action is 
taken to limit U.S. imports of crude petroleum 
without a similar action being taken for petroleum 
products, foreign producers would instead export 
higher valued refined petroleum products to the 
U.S. market. 

The Steel Import Program 

Background of Voluntary Restraint 
Arrangement Program 

On September 18, 1984, the President deter
mined, following a section 201 investigation con
ducted by the Commission, that import relief for 
the steel industry was not in the national eco
nomic interest (49 F.R. 36813). The President 
outlined instead a nine-point program designed to 
assist the domestic steel industry in competing 
with imports.1 Under this program, the President 
directed the USTR to negotiate voluntary restraint 
arrangements to cover the period from October 1, 
1984,. through September 30, 1989 (and, if nec
essary, to self-initiate unfair trade petitions), with 
countries "whose exports to the United States in
creased significantly in recent years due to an un
fair surge in imports. "2 As a result of the 
President's program, imports of finished steel 
products were expected to fall to a more normal 
level of 18. 5 percent of the domestic market. 
That share excludes semifinished steel, which 
would be limited to about 1. 7 million tons annu
ally. In 1987, imports accounted for about 21 
percent of U.S. apparent consumption of steel.3 

1 For additional details on the steel import program, see 
the Operation of the Trade Agreements Program, 36th 
Report, 1984, USITC Publication 1725, July 1985, pp. 
16-26. 
2 The authority to enforce these voluntary restraint ar
rangements is contained in the Steel Import Stabilization 
Act (Title VIII of the Trade and Tariff Act of 1984, 
Public Law 98-573, 98 Stat. 2948, 19 U.S.C. 2253 
note). 
3 USITC, Monthly Reports on the Status of the Steel 
Industry, January 1988, USITC Publication 2049. 

5-20 

Current Status of the Program 

As of January 1988, voluntary restraint ar
rangements have been concluded with 19 coun
tries and the EC, excluding Spain and Portugal, 
which negotiated separate agreements (see table 
5-7). The agreements are in the form of market 
share arrangements and quotas, or a combination 
thereof. The agreements, tailored to each coun
try, vary in the number of individual product 
categories subject to limitation. 

During 19 87, new agreements limiting steel 
imports entered into effect with China 
( 68, 000-ton-quota agreement), and Trinidad and 
Tobago (73,500-ton-quota agreement). In De
cember 1986, Taiwan announced a unilateral ex
port restraint of steel products to the United 
States of 20,000 to 25,000 net tons per month 
through 1987. In the case of South Africa, steel 
imports in 1987 were reduced by the Comprehen
sive Anti-Apartheid Act of 1986 that embargoes 
certain steel products. In December 1985, the 
1982 Arrangement Concerning Trade in Certain 
Steel Products between the European Coal and 
Steel Community and the United States and the 
Pipe and Tube Arrangement were extended to 
coincide with the scheduled expiration of the vol
untary restraint arrangements on September 30, 
1989. The current EC agreement includes ap
proximately 200,000 tons of semifinished steel 
which may be imported at the discretion of the 
United States Trade Representative. 

Specialty Steel 

On July 19, 1983, the President announced 
his decision to grant import relief to the specialty 
steel industry for a period of 4 years ( 4 8 F. R. 
33233). The relief was scheduled to expire on 
July 19, 1987. Under the relief, quotas were im
posed on imports of stainless steel bars, stainless 
steel wire rods, and certain alloy tool steel prod
ucts; increased duties were imposed on stainless 
steel plates and stainless steel sheets and strip. 
On July 16, 1987, the President announced his 
decision to extend the import relief in the form 
currently in effect for a period from July 20, 
1987, through September 30, 1989. Under the 
steel voluntary restraint arrangements, in return 
for their agreement to limit exports of stainless 
steel plates and sheets and strip, countries were 
exempted from having to pay additional duties 
(with the exception of Finland, whose arrange
ment does not include stainless steel flat-rolled 
products). Quotas were unaffected by the ar
rangements for all countries except the EC-10, 
which negotiated limits on rods, bars, and alloy 
tool steel as part of its agreement; Brazil whose 
agreement now includes the specialty steel prod
ucts subject to quotas; and Austria, which in
cluded alloy tool steel in its agreement. 



Table 5-7 
Countries subject to voluntary restraint arrangements on exports of steel and their respective 
llmlts, 1 1987 

Country 

Australia ..................•...................•............... 
Austria ....................................................... . 
Brazll ......•.................................................. 
China ........................................................ . 
Czechoslovakia ................................................ . 
EC .......................................................... . 
East Germany ................................................ . 
Finland ....................................................... . 
Hungary ...................................................... . 
Japan ............................................... · · · · ... · · · 
Korea ........................................................ . 
Mexico ....................................................... . 
Poland ...........•............................................ 
Portugal ...................................................... . 
Romania .•.................................................... 
South Africa .................................................. . 
Spain ................................................. · · ... · · · 
Trinidad and Tobago ........................................... . 
Venezuela .................................................... . 
Yugoslavia .................................................... . 

Overall limits 2 

.25 percent 

.21 percent 
1 . 50 percent 
68,000 tons 
40,000 tons 
5.90 percent 
110,000 tons 
.22 percent 
34,000 tons 
5.50 percent 
1 • BO percent 
.41 percent 
90,000 tons 
40,000 tons 
105,000 tons 
(8) 
.70 percent 
73,500 tons 
199, 100 tons 
25,200 tons 

1 Percentages reflect Imports as a percent of U.S. apparent consumption. Tonnage Is In short tons. 

Semlflnlshed 
steel 

Tons 
50,000 

(3) 
700,000 

(3) 
(3) 

(")820,000 
(3) 

15,000 
(3) 

100,000 
50,000 

100,000 
(3) 
(3) 
(3) 

0 
50,000 

(3) 
60,000 

(3) 

2 Including semlflnlshed steel for all countries except Venezuela. Does not Include adjustments for overages In 1986. 
3 No expllclt semlflnlshed steel provisions. 
" Includes approximately 200, 000 tons that may be Imported at the discretion of the United States Trade Represen
tative. 
8 Steel Imports from South Africa In 1987 are reduced by the Comprehensive Anti-Apartheid Act of 1986, which em
bargoes certain steel products. 

Source: USITC, Monthly Reports on the Status of the Steel Industry, January 1988, USITC Publlcatlon 2049, 
pp, I-vii. 
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Table A-1 
The 39 Contracting Partlea to the Harmonized System Convention and to Its protocol of amendment 

States and 
Customs or 
Economic Unions 

Date of becoming 
Contracting Party 

HS convention 

Australia ............... , ... , . , . , , . . . . . . . . . . . . . . . . . . . • • . . • 9-22-87 
Austria ............... , . . . . . . . . . . . . . . • . . . . • . • • . . . • . . . . . . . . 9-22-87 
Bangladesh ........ , ........... , , . , ....................... 9-22-87 
Belgium ............. , . , ..............•.. , . , , . . . . . . . . . . . . . 9-22-87 
Botswana ................................................. 2-13-87 
Canada .................... , . , , , , ....................•... 12-14-87 
Czechoslovakia ...... , . , ........ , , . , . . . . . • . . . . . . . . . . . . . . . . . 12-9-86 
Denmark . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . 9-22-87 
EC .......... , .......... , ................................ 9-22-87 
Finland ............. , ......... , , . . . . . . . . . . . . . . . . . . . . . . . . . . 9-22-87 
France ............. , . . . . . . . . . . . . . . . . • . . . . . . . . . . . . . . . . . . . . 9-22-87 
Iceland . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10-28-87 
India ...................................... , ............ , . 6-23-86 
Ireland ....................... , , , ......................... 12-22-87 
Israel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8-5-87 
Japan .................................................... 6-22-87 
Jordan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6-10-85 
Korea .................................................... 11-27-87 
Lesotho .................................................. 12-12-85 
Madagascar .............................................. 12-22-87 
Malaysia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12-15-87 
Mauritius ..... , ........................................... 6-10-85 
Netherlands ................................. , ............. 9-22-87 
New Zealand .............................................. 9-22-87 
Norway .................................................. 8-27-87 
Pakistan .................................................. 9-22-87 
Portugal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11-4-87 
South Africa . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11-25-87 
Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9-28-87 
Swaziland ....... : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11-26-85 
Sweden .................................................. 9-22-87 
Switzerland ............................................... 9-22-87 
Tunisia ................................................... 10-28-87 
United Kingdom ........................................... 9-22-87 
West Germany . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9-22-87 
Yugoslavia ................................................ 9-10-87 
Zaire ..................................................... 11-10-87 
Zambia ................................................... 12-22-86 
Zimbabwe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11-5-86 

Entry 
Into 

Protocol force 

9-22-87 1-1-88 
9-22-87 1-1-86 
9-22-87 7-1-88 
9-22-87 1-1-88 
2-13-87 1-1-88 
12-14-87 1-1-88 
4-22-87 1-1-88 
9-22-87 1-1-88 
9-22-87 1-1-88 
9-22-87 1-1-88 
9-22-87 1-1-88 
10-28-87 1-1-88 
12-8-86 1-1-88 
12-22-87 1-1-88 
10-2-87 1-1-88 
6-22-87 1-1-88 
3-5-87 1-1-88 
11-27-87 1-1-88 
5-14-87 1-1-88 
12-22-87 1-1-88 
12-17-87 1-1-88 
4-14-87 1-1-88 
9-22-87 1-1-88 
9-22-87 1-1-88 
8-27-87 1-1-88 
9-22-87 7-1-88 
11-4-87 1-1-88 
11-25-87 1-1-88 
9-28-87 1-1-88 
8-25-87 1-1-88 
9-22-87 1-1-88 
9-22-87 1-1-88 
10-28-87 
9-22-87 1-1-88 
9-22-87 1-1-88 
9-10-87 1-1-88 
11-10-87 1-1-88 
9-25-87 1-1-88 
11-5-86 1-1-88 

Signatures subject to ratlflcatllon are Algeria, Argentina, Brazll, Burundi, Ghana, Greece, Haiti, Hungary, Iran, Italy, 
Liberia, Luxembourg, Morocco, Saudi Arabia, and Syria. 
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Table B-1 
Countervalllng duty actions reported 1 by signatories to the GATT Committee on Subsidies and Countervalllng Measures, 1987 

Reporting 
country 

Country of 
origin Product 

Australia ............ Argentina . . . . . . . • Cold-rolled hoop, strip, sheet and coll. Iron and steel 
Brazll . . . . . . . . . • • . Galvanized hoop, strip, sheet and coll, Iron and steel 
New Zealand . . . . . Frozen peas 

Canada . . . . . . . . . . . . . Brazil . . . . . . . . . . . . Carbon steel seamless pipe 
Brazll . . . . . . . . . • . . Electric motors 
Denmark . . . . . . . • . Canned ham 
EC . . . . . • • . . . . . . . Canned luncheon meat 
EC . . . . . . . . . . . . . . Dry pasta 
France . . . . . . . . . . Drywall screws 
Netherlands . . . . . . Canned ham 
United States . . . . . Grain corn 
United States . • . . . Grain corn 

New Zealand . . . . . . . . . Australia . • . . . . . . . Wheat 
Australia • . . . . • . . . Aluminium passenger catamarans 

1 Second half of 1987 notifications received as of May 1988. 

Initiation 
date 

12-22-86 
12-22-86 
2-5-86 
8-13-86 
6-1-87 
11-2-87 
12-2-87 
7-2-86 
6-4-87 
11-2-87 
4-24-87 
7-2-86 
2-19-87 
10-20-87 

Source: Complled from documents of the GA TT Committee on Subsidies and Countervalllng Measures. 

Provisional 
measures 

5-7-87 
8-21-86 
11-10-86 

9-3-86 
9-2-87 

11-7-86 
3-20-87 
12-10-87 

Date and final outcome 

5-7-87 No Injury. 

3-12-87 No Injury. 
11-9-87 Definitive duty. 
12-23-87 Definitive duty. 
12-23-87 Definitive duty. 
1-28-87 No Injury. 
12-31-87 Definitive duty. 
12-23-87 Definitive duty. 
7-24-87 Definitive duty. 
3-6-87 Definitive duty. 
7-28-87 Case withdrawn. 

.\ 
·' 



Table B-2 
Antldumplng actions reported1 by signatories to the QATT Committee on Antldumplng Practices, 1987 

Reporting 
country 

Country of 
origin Product 

Australla . . . . . . . . . . . . Argentina . . . . . . . . Cold-rolled hoop, strip, sheet and coll. 
Iron and steel. 

Brazil . . . . . . . . . . . . Galvanlzed hoop, strip, sheet and coll, Iron and 
steel. 

Brazil . . . . . . . . . . . . Frozen concentrated orange juice 
Brazil . . . . . . . . . . . . Passenger car tires 
Brazil . . . . . . . . . . . . Electric motors, a.c. three phase 
Canada . . . . . . . . . . Steel alloy chains 
China . . . . . . . . . . . . Electric motors, a.c. three phase 
China . . . . . . . . . . . . Industrial nltrocellulose 
China . . . . . . . . . . . . Passenger car tires 
China . . . . . . . . . . . . Woven worsted fabrics 
Czechoslovakia .. ,. Electric motors, a.c. three phase 
Czechoslovakia . . . . Parts of certain electric motors 
Czechoslovakia . . . . Passenger car tires 
France ......... , Industrial nltrocellulose 
France ....... , . . Passenger car tires 
France . . . . . . . . . . Pigments flushed 
France . . . . . . . . . . Subllmatlon transfer printing paper 
Hong Kong . . . . . . . Celling sweep fans 
Italy . . . . . . . . . . . . . Steel alloy chains 
Italy . . . . . . . . . . . . . Subllmatlon transfer printing paper 
Japan . . . . . . . . . . . Dental surgery furniture and dental apparatus 
Korea . . . . . . . . . . . Rigid thermoforming grade. PVC sheet 
Malaysia . . . . . . . . . Urea 
Netherlands . . . . . . Hydraullc brake fluid 
Netherlands . . . . . . Electric motors 
New Zealand . . . . . Frozen peas 
New Zealand . . . . . Reflective aluminium foll Insulation 
Poland . . . . . . . . . . . Electric motors, a.c. three phase 
Poland . . . . . . . . . . . Parts of certain electric motors 
Qatar . . . . . . . . . . . . Polyethylene, low density 
Romania . . . . . . . . . PVC general-purpose homopolymer 
Spain . . . . . . . . . . . . Passenger car tires 
Taiwan........... Castors 
Taiwan........... Ethyl acetate 
Taiwan........... Passenger car tires 
Taiwan........... Rigid thermoforming grade PVC sheet 
Taiwan........... Electric motors. a.c. three phase 
Taiwan . . . . . . . . . . . Sublimation transfer printing paper 
Thailand . . . . . . . . . Passenger car tires 
Turkey . . . . . . . . . . . Passenger car tires 
United Kingdom . . . Electric motors. a.c. three phase 
United Kingdom . . . Hydraulic brake fluid 
United Kingdom . . . Passenger car tires 

1 Second half of 1987 notifications received as of May 1988. 

Initiation 
date 

12-22-86 

12-22-86 

9-10-86 
2-7-86 
2-13-85 
12-10-86 
2-13-85 
9-29-86 
2-7-86 
9-16-86 
2-13-85 
10-15-86 
2-7-86 
9-29-86 
2-7-86 
9-22-86 
5-11-87 
3-11-86 
12-10-86 
5-11-87 
7-10-86 
1-14-87 
7-15-86 
5-21-86 
10-15-86 
2-5-86 
2-9-87 
2-13-85 
10-15-86 
8-13-86 
5-14-86 
2-7-86 
8-11-86 
9-29-86 
2-7-86 
1-14-87 
2-13-85 
5-11-87 
2-7-86 
2-7-86 
2-13-85 
5-21-86 
2-7-86 

Provisional 
measures 

11-17-86 
7-16-86 
8-22-85 

8-22-85 

7-16-86 
4-15-87 
8-22-85 

7-16-86 

7-16-86 

6-25-86 

8-21-86 

8-22-85 

2-9-87 
8-14-86 
7-16-86 

5-4-87 
7-16-86 

8-22-85 

7-16-86 
7-16-86 
8-22-85 

7-16-86 

Date and final outcome 

5-7-87 No Injury. 

5-7-87 No dumping. 

6-23-87 No Injury. 

5-11-87 No Injury. 

4-22-87 No Injury. 

5-11-87 No Injury. 

6-12-87 No Injury. 

3-3-87 No dumping. 
6-23-87 No Injury. 

4-22-87 Other. 

4-22-87 No Injury. 

4-13-87 No Injury. 

4-10-87 No Injury. 



t:r:I Table B-2-Contlnued 
I Antldumplng actions reported' by signatories to the GATT Committee on Antldumplng Practices, 1987 
~ 

Reporting Country of Initiation Provisional 
country origin Product date measures Date and final outcome 

Australla . . . . . . . . .. . . United Kingdom Subllmatlon transfer printing paper 5-11-87 
U.S.S.R ••..•.... Electric motors, a.c. three phase 2-13-85 8-22-85 
United States ..... Certain nylon polyamlde yarn 3-19-86 6-29-87 
United States .•... Dental surgery furniture and dental apparatus 7-10-86 
United States .•..• Certain electric winches 1-14-87 
United States •...• Hypodermic needles 10-2-86 
United States •...• Commercial out-front mowers 2-6-87 
United States ....• Pigments flushed 9-22-86 6-12-87 No Injury. 
United States •.... Siiicon sealants, neutral cure 9-29-86 6-8-87 No Injury. 
United States ..... Subllmatlon transfer printing paper 5-11-87 
United States ..... Urea 7-15-86 
West Germany .... Dental surgery furniture and dental apparatus 07-10-86 
West Germany .•.. Industrial nitrocellulose 9-29-86 5-11-87 No Injury. 
West Germany .... Parts of certain electric motors 10-15-86 4-22-87 No dumping. 
West Germany .... Passenger car tires 2-7-86 7-16-86 
West Germany .... Steel alloy chains and fittings 12-10-86 6-23-87 No Injury. 
West Germany .•.. Sublimation transfer printing paper 5-11-87 

Canada .•........... Austria I IO 11 O I I IO Alloy tool steel bars, plates, and forgings 11-25-86 6-11-87 Deflnlt:ve duty. 
Belgium .......... Brass-coated steel wire 4-6-87 7-31-87 
Belgium •......... Wld·1l-flange steel beams 1-19-87 
Belgium .......... Carbon steel welded pipe 9-16-87 
Belgium .......... Carbon and alloy steel plate 12-31-87 
Belgium .......... Stainless steel plate 11-25-86 6-11-87 Definitive duty. 
Belgium .......... 12 Gauge shotshells 10-1-87 12-22-87 Definitive duty. 
Belgium .......... Artlcflclal graphite electrodes 7-31-87 10-16-87 Definitive duty. 
Belgium .......... Wide flange steel beams 1-19-87 7-9-87 Definitive duty. 
Belgium .......... Brass coated steel wire 4-6-87 7-31-87 Definitive duty. 
Brazil ............ Carbon and alloy steel plate 12-31-87 
Brazil ............ Carbon steel welded pipe 9-16-87 
Brazil ............ Tillage tools and earth engaging tools 10-29-86 11-23-87 Definitive duty. 
Brazil ............ Synthetic baler twine 9-26-86 3-9-87 Definitive duty. 
Brazil ............ Electric motors 6-1-87 11-9-87 Definitive duty. 
Brazil ............ Stainless steel bars and wire 11-25-86 6-11-87 Definitive duty. 
Brazil ............ Alloy tool steel bars, plates, and forgings 11-25-86 6-11-87 Definitive duty. 
China ............ Waterproof rubber footwear 10-17-86 4-7-87 Definitive duty 
China ............ Photo albums with pocket sheets 8-28-87 10-30-87 
Czechoslovakia .... Waterproof rubber footwear 10-17-86 4-15-87 Deflntlve duty. 
Czechoslovakia .... Carbon and alloy steel plate 12-31-87 
East Germany .... Urea 5-29-87 8-27-87 
France . . . . . . . . . . Drywall screws 6-4-87 9-2-87 12-31-87 Definitive duty . 
France . . . . . . . . . . Wide-flange steel beams 1-19-87 7-9-87 Definitive duty . 
France .......... Carbon and alloy steel plate 12-31-87 
France . . . . . . . . . . 12 gauge shotshells 10-1-87 12-22-87 Definitive duty . 
France 0 0 I 0 I I 0 0 0 0 Alpine ski poles 2-27-87 7-22-87 Definitive duty. 
France . . . . . . . . '. Stainless steel strip, plate, bars, and wire 11-25-86 6-11-87 Definitive duty . 

' Second half of 1987 notifications received as of May 1988. 



Table B-2-Contlnued 

Antldumplng actions reported 1 by signatories to the GATT Committee on Antldumplng Practices, 1987 

Reporting Country of Initiation Provisional 
country origin Product date measures Date and final outcome 

Canada ............. Hong Kong Waterproof rubber footwear 10-17-86 4-7-87 Deflntlve duty . 
Hong Kong Photo albums with pocket sheets 8-28-87 10-30-87 
Hong Kong Ladles' handbags 9-8-87 
Italy ............. Alpine ski poles 2-27-87 7-22-87 
Italy ............. 12 gauge shotshells 10-1-87 12-22-87 
Italy ............. Stainless steel plate 11-25-86 6-11-87 Definitive duty. 
Japan . . . . . . . . . . . Porcelain station post insulators 4-8-87 7-7-87 Price undertaking . 
Japan ........... Printing plates 4-1-87 6-30-87 
Japan . . . . . . . . . . . Wide-flange steel beams 1-19-87 7-9-87 Definitive duty . 
Japan . . . . . . . . . . . Electric motors 6-1-87 11-9-87 Definitive duty . 
Japan . . . . . . . . . .. Stainless steel plate, sheet, bars, and wire 11-25-86 6-11-87 Definitive duty . 
Japan t toot t Io 01 t Photo albums with pockes sheets 8-28-87 10··30-87 
Japan .. . . . . . . . . . Alloy tool steel bars, plates, and forgings 11-25-86 6-11-87 Definitive duty . 
Japan . . . . . . . . . . . Porcelain insulators 11-7-86 3-11-87 Definitive duty . 
Japan ........... Aluminum offset printing plates 4-1-87 6-30-87 10-27-87 No Injury. 
Japan . . . . . . . . . . . Artlflcal graphite electrodes 7-31-87 10-16-87 Definitive duty . 
Japan ........... Countertop microwave ovens 12-23-87 
Korea . . . . . . . . . . . Drywall screws 8-1-86 10-23-86 2-20-87 Definitive duty . 
Korea . . . . . . . . . . . Carbon steel welded pipe 7-25-86 2-6-87 Definitive duty . 
Korea ........... Synthetic rope 5-7-87 
Korea 0 0 f 0 0 0 f 0 I I I Wide-flange steel beams 1-19-87 7-9-87 Definitive duty. 
Korea . . . . . . . . . . . Waterproof rubber footwear 10-17-86 4-7-87 Definitive duty . 
Korea I 0 0 0 t 0 0 0 t t I Stainless steel bars and wire 11-25-86 6-1 1-87 Deflnitf·ie duty. 
Korea 0 0 0 t 0 0 t t 0 I 0 Cars 7-15-87 11-24-87 
Korea ........... Photo albums with pocket sheets 8-28-87 10-30-87 
Korea ...... '' ... Ladles' handbags 9-8-87 
Korea t t 0 t 0 o t 0 0 I I Countertop microwave ovens 12-31-87 
Korea ........... Carbon and alloy steel plate 12-31-87 
Korea ........... Twisted polyproplene and nylon rope 5-7-87 7-15-87 
Korea . . . . . . . . . . . Alloy tool steel bars, plates, and forgings 11-25-86 6-11-87 Definitive duty . 
Luxembourg ...... Carbon steel welded pipe 9-16-87 
Luxembourg ...... Wide-flange steel beams 1-19-87 7-9-87 Definitive duty. 
Malaysia . . . . . . . . . Waterproof rubber footwear 10-17-87 4-7-87 Definitive duty . 
Malaysia ......... Photo albums with self-adhesive leaves 4-9-87 7-6-87 11-3-87 
Malaysia ......... Photo albums with pocket sheets 8-28-87 10-30-87 
Mexico . . . . . . . . . . Carbon steel reinforcing bars 5-27-87 8-25-87 12-22-87 No Injury . 
Mexico . . . . . . . . . . Electric motors 6-1-87 11-9-87 Definitive duty . 
Netherlands ...... Carbon and alloy steel plate 12-31-87 
Poland ........... Electric motors 6-1-87 11-9-87 Definitive duty. 
Poland ........... Waterproof rubber footwear 10-17-86 4-15-87 Definitive duty. 
Poland ........... Carbon steel welded pipe 9-16-87 
Portugal . ' ....... Synthetic baler twine 10-6-86 1-16-87 Definitive duty . 
Republic of Wide-flange steel beams 1-19-87 7-9-87 Definitive duty. 

South Africa 
tD 
I 1 Second half of 1987 notifications received as of May 1988. Vi 





Table B-2-Contlnued 

Antldumplng actions reported1 by signatories to the GATT Committee on Antldumplng Practices, 1987 

Reporting 
country 

Country of 
origin Product 

Canada . . . . . . . . . . . . . Republic of Stalnless steel plate and sheet 
South Africa. 

Republic of Carbon and alloy steel plate 
South Africa. 

Romania . . . . . . . . . Carbon and alloy steel plate 
Singapore . . . . . . . . Photo albums with self-adhesive leaves 
Singapore . . . . . . . . Countertop microwave ovens 
Singapore . . . . . . . . Photo albums with pocket sheets 
Spain . . . . . . . . . . . . Wide-flange steel shapes 
Spain . .. . . . . . . . . . Phenol 
Spain . . . . . . . . . . . . Carbon and alloy steel plate 
Spain . . . . . . . . . . . . Brass coated steel wire 
Spain . . . . . . . . . . . . Stainless steel bars and wire 
Sweden . . . . . . . • . . Arlflclal graphite electrodes 
Sweden . . . . . . . . . . Gasoline-powered chain saws 
Sweden • . . . . . . . . . Stainless steel plate 
Sweden . . . . . . . . . . Alloy tool steel bars, plates, and forgings 
Taiwan........... Photo albums with pocket sheets 
Taiwan........... Photo albums with self-adhesive leaves 
Taiwan........... Ladles' handbags 
Taiwan........... Electric motors 
Taiwan........... Waterproof rubber footwear 
Turkey . . . . . . . . . . . Carbon steel welded pipe 
United Kingdom . . . Printing plates 
United Kingdom . . . Electric motors 
United Kingdom . . . Wide-flange steel beams 
United Kingdom . . . Aluminium offset printing plates 
United Kingdom . . . Carbon and alloy steel plate 
United Kingdom . . . 12 gauge shotshells 
United Kingdom . . . Stainless steel plate 
United Kingdom . . . Alloy tool steel bars, plates, and forgings 
United States . . . . . Absorbent clay 
United States . . . . . Tiie becker board 
United States . . . . . Carbon steel reinforcing bars 
United States . . . . . Fertlllzer blending equipment 
United States . . . . . Gasoline chain saws 
United States . . . . . Recreatlonal vehicle doors 
United States . . . . . Metal storage cabinets 
United States . . . . . Soda ash 
United States . . . . . Arlflclal graphite electrodes 
United States . . . . . Frozen pot pies 
United States . . . . . Electric motors 
United States . . . . . Plate coils 
United States . . . . . Vehicle washing equipment 

1 Second half of 1987 notifications received as of May 1988. 

Initiation 
date 

11-25-86 

12-31-87 

12-31-87 
4-9-87 
12-23-87 
8-·28-87 
5-22-87 
5-22-87 
12-31-87 
4-6-87 
11-25-86 
7-31-87 
10-24-86 
11-25-86 
11-25-86 
8-28-87 
4-9-87 
9-8-87 
6-1-87 
10-17-86 
9-1687 
4-1-87 
6-1-87 
1-19-87 
4-1-87 
12-31-87 
10-01-87 
11-25-86 
11-25-86 
11-14-86 
10-8-86 
5-27-87 
3-5-87 
10-24-87 
8-28-87 
11-2-87 
7-27-87 
7-31-87 
8-18-86 
3-27-87 
10-16-86 
11-27-86 

Provisional 
measures 

7-6-87 

10-30-87 
8-20-87 
8-20-87 

3-6-87 

10-30-87 
7-6-87 

6-30-87 

6-30-87 

8-25-87 
6-2-87 
3-6-87 
11-25-87 

Date and final outcome 

6-11-87 Definitive duty. 

11-3-87 Definitive duty. 

12-18-87 Definitive duty. 
12-18-87 No Injury. 

7-31-87 Definitive duty. 
6-11-87 Definitive duty. 
10-16-87 Definitive duty. 
7-3-87 Definitive duty. 
6-11-87 Definitive duty. 
6-11-87 Definitive duty. 

11-3-87 Definitive duty. 

11-9-87 Defln.ltlve duty. 
4-7-87 Definitive duty. 

11-9-87 Definitive duty. 
9-7-87 Definitive duty. 
10-27-87 

12-33-87 Deflntlve duty. 
6-11-87 Definitive duty. 
6-11-87 Definitive duty. 
3-27-87 No Injury. 
2-19-87 Definitive duty. 
12-22-87 No Injury. 
9-30-87 No Injury. 
7-3-87 Definitive duty. 

10-26-87 Definitive duty. 
10-16-87 Definitive duty. 
8-30-87 Price undertaking. 
7-16-87 Definitive duty. 
2-25-87 Definitive duty. 
8-12-87 Definitive duty. 



Table B-2-Contlnued 
Antldumplng actions reported1 by signatories to the GATT Committee on Antldumplng Practices, 1987 

o:i 

Reporting 
country 

Country of 
origin Product 

Canada . . . . . . . . . • . . . United States . . . . . Porcelain Insulators 
United States . . . . . Soda ash 
United States . . . . . Yellow onions 
U.S.S.R .. .. .. .. . Urea 
West Germany . . . . Gasoline chain saws 
West Germany . . . . Gasoline-powered chain saws 
West Germany . . . . Porcelain station post Insulators 
West Germany . . . . Wide-flange steel beams 
West Germany . . . . Stainless steel plate, sheet, strip, bars and wire 
West Germany . . . . Alloy tool steel bars, plates, and forgings 
West Germany . . . . Photo albums with pocket sheets 
West Germany . . . . Mold steel 
West Germany . . . . Carbon and alloy steel plate 
Yugoslavia . . . . . . . . Carbon steel welded pipe 
Yugoslavia . . . . . . . . Waterproof rubber footwear 

EC . . . . . . . . . . . . . . . . . Austria . . . . . . . . . . Urea 
Brazil . . . . . . . . . . . . Ferro-slllcon 

Brazil . . . . . . . . . . . . Binder and baler twine of slsal 
Brazil . . . . . . . . . . . . Kraftllner paper and board 
Brazil . . . . . . . . . . . . Ferro-slllco-calclum 
Canada . . . . . . . . . . Cellular mobile radio telephones 
Czechoslovakia . . . . Copper sulphate 
Czechoslovakia . . . . Electric multiphase motors 
Czechoslovakia . . . . Urea 
Czechoslovakia . . . . Oxalic acid 
Hong Kong . . . . . . . Video cassette tapes 
Hungary . . . . . . . . . Urea 
Hungary . . . . . . . . . Copper sulphate 
Hungary . . . . . . . . . Electric multiphase motors 
Japan . . . . . . . . . . . Compact disc players 
Japan . . . . . . . . . . . Dynamic random access memories (DRAMS) 
Japan . . . . . . . . . . . Cellular mobile radio telephones 
Japan . . . . . . . . . . . Electronic weighing scales (antlclrcumventlon) 
Japan . . . . . . . . . . . Electronic typewriters (antlclrcumventlon) 
Japan . . . . . . . . . . . Video cassette recorders 
Japan . . . . . . . . . . . Hydraulic excavators (antlclrcumventlon) 
Japan . . . . . . . . . . . Miniature ball bearings 
Japan . . . . . . . . . . . Housed bearing units 
Japan . . . . . . . . . . . Photocopiers 

Japan 
Japan 
Japan 
Japan 

Daisy wheel printers 
Electronic semi-conductors 
Dot matrix printers 
Miniature ball bearings 

~ 1 Second half of 1987 notifications received as oi Mi!iy 1988. 

Initiation 
date 

11-7-86 
12-1-86 
10-14-86 
5-29-87 
10-24-86 
10-24-86 
4-8-87 
1-19-87 
11-25-86 
11-25-86 
8-28-87 
11-25-86 
12-31-87 
9-16-87 
10-17-86 
10-9-87 

4-28-87 
9-30-86 
7-15-87 

10-11-86 
5-22-87 
12-18-87 
10-9-87 

10-1-86 
7-7-87 
7-9-87 
7-15-87 
9-1-87 
9-1-87 
9-26-87 
10-23-87 

5-7-87 
4-14-87 
4-25-87 
4-25-87 

Provisional 
measures 

1-12-87 
8-27-87 
3-6-87 
3-6-87 

10-30-87 

8-8-87 

5-19-87 

5-9-87 

3-27-87 

Date and final outcome 

3-11-87 Definitive duty. 
2-27-87 Definitive duty. 
4-30-87 Definitive duty. 
12-24-87 No Injury. 
7-3-87 Definitive duty. 

7-7-87 Price undertaking. 
7-9-87 Definitive duty. 
6-11-87 Deflntlve duty. 
6-11-87 Deflntlve duty. 

6-11-87 Deflntlve duty. 

4-7-87 Definitive duty. 

12-5-87 Definitive duty; 
8-8-87 Price undertaking. 
2-5-87 Price undertaking. 

11-12-87 Definitive duty. 

8-20-87 Definitive duty. 
3-27-87 Definitive duty. 
11-7-87 Price undertaking. 

8-20-87 Definitive duty. 

11-26-87 Definitive duty. 
2-6-87 Definitive duty. 
2-24-87 Definitive duty; 
2-24-87 Price undertaking. 
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Table B-2-Contlnued 
Antldumplng actions reported' by signatories to the GATT Committee on Antldumplng Practices, 1987 

Reporting 
country 

Country of 
origin Product 

EC ................. Japan Outboard motors 

Japan . . . . . . . . . . . Oxalic acid 
Japan . . . . . . . . . . . Electric multiphase motors 
Korea . . . . . . . . . . . Polyester yarn 
Korea . . . . . . . . . . . Compact disc players 
Korea . . . . . . . . . . . Vledeo cassette recorders 
Korea . . . . . . . . . . . Viedeo cassette tapes 
Poland . . . . . . . . . . . Copper sulphate 
Romania . . . . . . . . . Electric multiphase motors 
Romania . . . . . . . . . Herbicide 
Romania . . . . . . . . . Synthetic fibers of polyester 
Romania . . . . . . . . . Urea 
Romania . . . . . . . . . Synthetic fibers of polyester 
Sweden . . . . . . . . . . Pentaeythrltol 
United States . . . . . Synthetic textiles fibers of polyester 
United States . . . . . Vlnyle acetate monomer 
United States . . . . . Styrene monomer 
United States . . . . . Urea and amonlum nitrate In liquid solution 
United States . . . . . Urea 
Yugoslavia . . . . . . . . Electric multiphase motors 
Yugoslavia . . . . . . . . Urea 
Yugoslavia . . . . . . . . Iron or steel coils 
Yugoslavia . . . . . . . . Synthetic fibers of polyester 
Yugoslavia . . . . . . . . Synthetic textile fibers of polyester 
Yugoslavia . . . . . . . . Iron or steel sections 
Yugoslavia . . . . . . . . Electric motors 
Yugoslavia . . . . . . . . Urea 

Finland . . . . . . . . . . . . . . Austria . . . . . . . . . . Electricity meters for household purposes 
Czechoslovakia.... Ski boots, "Nordic morm" 
Poland . . . . . . . . . . . Impregnated Insulation board 
Poland . . . . . . . . . . . Hardboard, surface-treated 
Poland . . . . . . . . . . . Hardboard, other 

Korea ............... Japan . . . . . . . . . . . Slide fastener (zipper) 

1 Second half of 1987 notifications received as of May 1988. 
Source: Compiled from documents of the Committee on Antldumplng Practice, GA TT. 

Initiation 
date 

5-22-87 

7-1-87 
7-7-87 
9-26-87 
12-18-87 

5-29-87 
7-1-87 
10-9-87 
5-24-86 

7-1-87 

10-9-87 
11-8-86 
2-12-87 
5-12-87 
5-24-86 
7-1-87 
8-14-87 

6-12-87 
5-7-87 
1-9-87 
1-9-87 
3-27-87 
2-16-87 

Provisional 
measures 

4-14-87 
5-9-87 

3-30-87 
3-30-87 
4-6-87 

Date and final outcome 

5-13-87 Definitive duty; 
3-26-87 Price undertaking. 

3-27-87 Definitive duty. 

8-20-87 Price undertaking. 
3-27-87 Price undertaking. 

4-15-87 No Injury. 
11-11-87 Price undertaking. 

8-4-87 Definitive duty. 
9-8-87 No dumping. 
7-30-87 No dumping. 

4-15-87 No Injury. 

8-7-87 Deflntlve duty. 
11-7-87 Price undertaking. 

6-29-87 Price undertaking. 
6-29-87 Price undertaking. 
6-29-87 Price undertaking. 



Table B-3 
Leading ltema exported to Israel, by Schedule B Item numbers, 1985-87 

(In thousands of dollars) 

Schedule B 
Item No. 

694.65 
520.33 
175.41 
694.40 
685.60 
660.54 
130.65 
676.55 
685.90 
676.28 
676.27 
818.90 
685.27 
130.34 
678.50 
687.60 
688.40 
252.78 
712.50 
130.40 

Description 

Aircraft, parts ............................... . 
Diamonds, over 0.5 carat, cut ................. . 
Soybeans, other ............................. . 
Aircraft ..................................... . 
Radio navigation aids ......................... . 
Parts of comp-Ignition engines ................. . 
Wheat ...................................... . 
Parts of office machines ...................... . 
Electrical switches ........................... . 
Dlgltal central processing units ................. . 
Dlgltal machines ............................. . 
General merchandise less than $1501 ........... . 
Radlotelegraphlcs, other ...................... . 
Corn, not donated for relief or charity .......... . 
Machines, n.s.p.f ............................ . 
Electronic tubes, not TV ...................... . 
Electrical articles, n. s. p. f. . ................... . 
Unbleached kraft packaging paper .............. . 
Electrical measuring Instruments ............... . 
Grain sorghum ............................... . 

1985 

$263,012 
28,320 
85,897 

330 
67,253 
19,534 
61,586 
62,569 
74,934 
71,438 
37' 186 

119,853 
36,462 
32,387 
20,677 
33,414 
23,863 
15,952 
18,736 
50,690 

1986 1987 

$226,384 $321,875 
79,897 104,745 
80,574 88,236 

68 85,296 
56,030 74,540 
25.420 66,173 
63,527 61,031 
68,953 58,599 
42,327 48,260 
57,331 48,252 
29,644 40,603 

115,866 39,298 
39,692 35,945 
31,444 35,945 
26, 181 32,947 
39,808 32,640 
26,285 31,959 
22,675 29,889 
19,261 23,507 
33.142 22,762 

Total...................................... 1,024,092 984,508 1,282,503 
---------------------------------

Tot a I, U.S. exports to Israel .. . .. ... .. . .. .. .. .. 1,808,005 1,751,780 2,065,842 

1 Prior to Jan. 1, 1987, Schedule B Item 818.90 Included only general merchandise valued $1000 or less. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Table B-4 
Leading Items Imported from Israel, by TSUS Item numbers, 1985-87 

(In thousands of dollars) 

TSUS 
Item No. 

520.32 

520.33 

694.67 
800.00 
740.14 
740.13 
712.49 
660.71 
660.73 

694.41 
676.30 
685.60 
688.42 
685.33 
687.74 
709.17 
684.59 
520.38 
480.50 
709.15 

Description 

Diamonds not over 0.5 carat, cut, not set, 
suitable for jewelry .......................... . 

Diamonds over 0. 5 carat, cut, not set, 
suitable for jewelry .......................... . 

Other aircraft and spacecraft, parts thereof ..... . 
U . S. goods returned ......................... . 
Jewelry of precious metals .................... . 
Other necklaces and neck chains ............... . 
Electrical measuring equipment. . .............. . 
Parts for Internal combustion engines ........... . 
Parts for clvll aircraft Internal 

combustion engines ......................... . 
Airplanes and parts thereof ................... . 
Office machines, n. s. p. f. . .................... . 
Radio navigation aids, and parts thereof ......... . 
Electric synchros and transducers .............. . 
Radio-phonograph combinations ................ . 
Monollthlc Integrated circuits .................. . 
Electro-medical apparatus .................... . 
Telephonic apparatus ......................... . 
Emeralds, cut, not set ........................ . 
Potassium chloride ........................... . 
Electro-surgical apparatus .................... . 

1985 

$448,227 

340,924 
34,018 

154,000 
45,750 
51,893 
8,812 

11,548 

13, 183 
34,519 
54,593 
5,077 

40,402 
26, 782 

191 
29,537 
1.470 

11 ,461 
30,920 
14,245 

1986 1987 

$542,689 $629,819 

429,017 406,056 
78,993 77,537 

155,098 56,831 
44,090 51,585 
52,874 50,365 
16,735 34,090 
20,716 33,580 

24,257 31, 197 
54,799 30,858 
29,820 28,952 
6,200 26,577 

52,574 23,927 
24,269 224,987 
2,840 20,764 

14,428 20,580 
14,818 19,975 
14, 110 19,376 
18,427 18,636 
16, 770 18,515 

Total. . . . . . .. . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . 1,237,552 1,493,525 1,624,206 
~~~~~~~~~~~~~~~~~ 

Total U.S. Imports from Israel. . . . . . . . . . . . . . . . . 2,119,862 2,414,609 2,638,050 

1 Figures given Include $30, 137 and $75, 000 reported respectively In 1985 and 1986 as entering the Gaza Strip. 
Trade for the Gaza Strip has since been Included In figures for Israel. 
2 Prior to July 1, 1987, trade for TSUS Item 685.33 was reported under 685.32 (part.) 
Source: Complied from offlclal statistics of the U.S. Department of Commerce. 
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Table B-5 
Leading Items exported to the European Community (EC), by Schedule B Item numbers, 1985-87 

(In thousands of dollars) 

Schedule B 
Item No. 

676.55 

676.26 

694.40 
694.65 
175.41 
660.54 

521.31 

250.02 

184.80 

818.90 

676.27 

687.60 

685.90 

433.10 
678.50 
660.49 
170.65 
712.50 

692.29 
709.16 

Description 

Parts of automatic data processing, photocopying. 
calculating, accounting, and similar machines 
Incorporating a calculating mechanism ......... . 

Digit al central processing units; auxiliary storage 
units; Input units; output units , and combinations 
thereof .................................... . 

Airplanes ................................... . 
Parts, for aircraft and spacecraft .............. . 
Soybeans, other than seed for planting ......... . 
Parts of compression-Ignition piston-type 

engines, and non-piston-type engines ......... . 
Coal; petroleum and other coke; compositions 

of coal, coke, or other carbonaceous material 
used for fuel ............................... . 

Woodpulp; rag pulp; and other pulps derived 
from celluloslc fibrous materials and suitable 
for papermaklng ............................ . 

Other animal feeds and Ingredients 
therefor, n.s.p. f ............................ . 

General merchandise valued under $1.501, 
except shipments requiring a validated 
export license .............................. . 

Digital machines comprising In one housing the 
central processing unit and Input and output 
capability .................................. . 

Electronic tubes, transistors, Integrated 
circuits, diodes, rectifiers, mounted 
piezoelectric crystal, related electronic 
components, and parts. . .................... . 

Electrical apparatus for making, breaking, 
protecting, or connecting to electrical 
circuits, switchboards, and control panels. 
and parts thereof ........................... . 

Chemical mixtures and preparations, n.e.s ...... . 
Machines, n. s . p. f, and parts thereof. . ......... . 
Non-piston-type Internal combustion engines ..... . 
Cigarettes .................................. . 
Instruments and apparatus for measuring or 

checking electrical quantities, except 
electricity meters, and parts thereof .......... . 

Parts of motor vehicles, n. e. s . . ............... . 
Electro-medic al apparatus, and parts thereof .... . 

1985 

$3.108,720 

2,437,063 
1, 700,447 
1,633,486 
1,634,090 

1,425,803 

2,026,868 

624,874 

622,451 

1423,062 

550,866 

792 ,371 

514.903 
423,067 
603,723 
400, 178 
332,535 

617,963 
443,545 
356,752 

1986 

$3,470,828 

2,544,370 
2,093,546 
1 ,886,981 
1,948,589 

1,604,748 

1,928,885 

745,395 

870.413 

1456 .471 

710,113 

737 ,507 

590.274 
496,849 
634,233 
446,430 
453.180 

1987 

$4, 165,480 

2 ,993, 115 
2.663,727 
2. 124, 174 
1,967,228 

1,766,643 

1,506,710 

945,877 

868,996 

872.714 

852,632 

847,200 

743,626 
626,323 
619.972 
603.672 
600,629 

573,503 562,004 
468.041 558,901 
433.068 525,511 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,672,826 23,093,423 26.475,734 
~~~~~~~~~~~~~~~~~ 

Total. U.S. exports to the EC .................. 46,712,746 50.251.634 57.230,077 

1 Prior to Jan. 1, 1987, Schedule B Item 818.90 Included only general merchandise valued at $1,000 or less. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from official statistics of the U.S. Department of Commerce. 
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Table B-8 
Leading Items Imported from the European Community (EC), by TSUS Item numbers, 1985-87 

rs us 
Item No. 

692.10 

475.10 

800.00 
692.32 

694.41 

475.25 
676.54 

660.61 

700.45 

678.50 
712.49 

999.95 

660.73 

475.05 

740.14 

692.34 

664.08 

772.51 
685.90 

167.30 

(In thousands of dollars) 

Description 1985 

Passenger automobiles, snowmobiles, trucks 
valued under $1,000, and other miscellaneous 
vehlcles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $8,287,312 

Crude petroleum, topped crude petroleum, 
crude shale oll, dlstlllate and residua! fuel 
olls, testing 25 degrees API or more . . . . . . . . . . . 2,999,580 

U.S. goods returned . . . . . . . . . . . . . . . . . . . . . . . . . . 1,494,993 
Parts n.s.p.f. of motor vehlcles, not alloyed 

nor advanced beyond cleaning, partly 
machined . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 , 027, 903 

Alrplanes and parts thereof of clvll aircraft 
and spacecraft. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 ,248,629 

Motor fuel, lncludlng gasoline and jet fuel . . . . . . . . . 1 , 625, 160 
Parts of automatic data processing machines 

and units thereof, other than parts Incorporating 
a cathode-ray tube . . . . . . . . . . . . . . . . . . . . . . . . . . ( 1) 

Internal combustion engines, non-piston-type, 
for aircraft, certified for use In clvll aircraft . . . . . 787, 249 

Leather footwear n.e.s., valued over .......... . 
$2.50 per pair, not for men, youths, or boys . . . . 920,023 

Machines, n.s.p.f., and parts thereof . . . . . . . . . . . 585,712 
Electrical measuring, checking. analyzing. 

or automatically controlling Instruments or 
apparatus, n.s.p.f., and parts thereof . . . . . . . . . 561,700 

Under $251 formal and Informal entries, and non-
exempt Items from $251 to $1.000, estimated . . . 542,566 

Parts for Internal combustion engines. certified 
for use In clvll aircraft . . . . . . . . . . . . . . . . . . . . . . . . 611, 066 

Crude petroleum, topped crude petroleum, 
crude shale oll, dlstlllate, and residual fuel 
olls testing under 25 degrees API . . . . . . . . . . . . . . 359, 964 

Jewelry and other objects of personal adornment. 
of precious metals, n.e.s. . . . . . . . . . . . . . . . . . . . . 574,599 

Tractors suitable for agricultural use and 
parts thereof ... . .. . . .. . . . . ..... .. ....... .. . 546,662 

Excavating, leveling, boring, and extracting 
machinery n.e.s., stationary or moblie, 
for earth, minerals, ores, plle drivers, 
snowplows, and parts . . . . . . . . . . . . . . . . . . . . . . . . 458, 987 

Pneumatic tires, n. e. s. . . . . . . . . . . . . . . . . . . . . . . . . 387, 122 
Electrical apparatus for making and breaking 

electrical circuits, for protection of electrical 
circuits. and for making connections to or In 

1986 

$9,974,796 

2,044,315 
1,586,709 

1,390,843 

1,490,566 
947,570 

1610,577 

932,874 

951,500 
789,641 

636,093 

624,446 

711,033 

389, 123 

611,525 

605,765 

616,564 
381,526 

1987 

$11,269,621 

2.223.217 
2,028,900 

1,722,243 

1,497,749 
954,419 

915,482 

888,340 

857,296 
781.710 

730,834 

686,208 

684,924 

676,771 

644,029 

615,223 

595,736 
592,892 

circuits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 390, 599 524. 392 563, 396 
Still wine from grapes, not over 14 percent 

alcohol, In containers not over 1 gallon . . . . . . . . . 662, 091 645. 382 557. 823 
------------------------------------

Tot a I . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,071,915 26,465,241 29,486,814 
------------------------------------

Tot a 1. U.S. Imports from the EC................ 67,552,783 75,474,337 80,144,348 

1 Prior to Feb. 1, 1986, trade for TSUS Item 676.54 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January 1984-December 1985) and 676.5215 (January 1986) assigned to 676.54 are not 
known, these Items were excluded from the data above. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from official statistics of the U.S. Department of Commerce. 
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Table B-7 
Leading Items exported to Canada, by Schedule B Item numbers, 1985-87 

(In thousands of dollars) 

Schedule B 
Item No. Description 1985 

818. 91 Adjustment for undocumented exports 
to Canada . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1$6,036,000 

692.29 Parts of motor vehicles, n.e.s. . . . . . . . . . . . . . . . . . 6,378,491 
692. 10 On-the-highway, four-wheeled passenger 

automobiles, ambulances, hearses, motor homes, 
ski vehicles, and other llke motor vehicles . . . . . . . 5, 752, 937 

818.90 General merchandise valued under $1,501, 
except shipments requiring a validated 
export llcense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21 , 823, 209 

818.80 Shipments valued $10,000 and under, not 
Identified by kind . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,371, 970 

692. 05 Automobile trucks, except truck tractors . . . . . . . . . 1 , 548, 306 
676. 55 Parts of automatic data processing, photocopying, 

calculating, accounting, and slmllar machines 
Incorporating a calculatlng mechanism . . . . . . . . . . 1,214,877 

676. 28 Digital central processing units; auxlllary 
storage units; Input units; output units, 
and combinations thereof . . . . . . . . . . . . . . . . . . . . . 809, 524 

660. 48 Piston-type Internal combustion engines, 
other than compression-Ignition engines . . . . . . . . 928, 089 

521.31 Coal; petroleum and other coke; compQsltlons 
of coal, coke, or other carbonaceous material 
used for fuel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 891 , 733 

694.65 Parts, for aircraft and spacecraft . . . . . . . . . . . . . . . 436,662 
605.20 Gold or sllver bulllon, dore, and gold or silver 

precipitates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 764, 536 
692.20 Bodies (Including cabs) and chassis for 

automobile trucks, truck tractors, and 
motor buses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 347. 120 

660.54 Parts of compression-Ignition piston-type 
engines, and non-piston-type engines . . . . . . . . . . 567, 181 

687. 60 Electronic tubes, transistors, Integrated 
circuits, diodes, rectifiers, mounted 
piezoelectric crystal, related electronic 
crystal components, and parts . . . . . . . . . . . . . . . . 234,849 

660. 52 Parts of piston-type engines, other than 
compression-Ignition engines . . . . . . . . . . . . . . . . . . 425, 692 

685. 90 Electrical apparatus for making, breaking, 
protecting, or connecting to electrical circuits. 
switchboards, and control panels, and parts 
thereof . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 342, 523 

664.05 Excavating, leveling, boring, and extracting 
machinery, excluding front-end loaders, 
pile drivers, non-self-propelled snowplows, 

1986 

1$10, 179,000 
5,458,973 

5,856, 177 

2 1,654,454 

31,472,862 
1,664,065 

1,047,441 

730,220 

966,002 

784,297 
503,830 

1,018,389 

479,225 

471.171 

357,407 

356,044 

368,511 

1987 

1$6,429, 102 
6, 175,325 

5,777,519 

2.787,233 

31,872.562 
1,804,578 

1,457,336 

889,522 

832,279 

711 ,282 
563,798 

527,499 

507,233 

497, 163 

488,875 

478,348 

457,838 

and parts................................... 536,560 372,309 407,456 
660.41 Compression-Ignition piston-type 

engines (diesel) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 344,284 262,623 395,091 
678.50 Machines n.s.p.f., and parts thereof . . . . . . . . . . . . 233,707 254,518 375,114 

~~~~~~~~~~~·~~~~~~~ 

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,988,250 34,257,518 33,435, 156 

Total, U.S. exports to Canada . . . . . . . . . . . . . . . . . 51,064,947 53,165,113 57,001,048 

1 These are Bureau of the Census estimates of the value of undocumented exports from the United States to Can
ada. 
2 Prior to Jan. 1, 1987, Schedule B Item 818.90 Included only general merchandise valued at $1,000 or less. 
3 General merchandise valued at $1,000 or less In 1985 and 1986, was reported under Schedule B Item 818.90. In 
1987, such merchandise valued $1 , 500 or less was reported under Schedule B Item 818. 90. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Compiled from official statistics of the U. S. Department of Commerce. 
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Table B-8 
Leading Items Imported from Canada, by TSUS Item numbers, 1985-87 

(In thousands of dollars) 

TSUS 
Item No. 

692.11 

692.33 

252.65 
692.03 

475.10 

475.15 

800.00 
202.03 
250.02 

475.05 

660.49 

605.20 
618.02 

692.21 

694.62 

692.32 

999.95 

618.06 
676.54 

772.51 

Description 

Passenger automobiles, snowmobiles, and other 
miscellaneous vehicles (Automotive Products 
Trade Act) ................................ . 

Parts n. s. p. f. of motor vehicles, not alloyed 
nor advanced beyond cleaning, partly machined 
(Automotive Products Trade Act) ............. . 

Standard newsprint paper ..................... . 
Trucks valued at $1 , 000 or more each 

(Automotive Products Trade Act) ............. . 
Crude petroleum, topped crude petroleum, 

crude shale oll, dlstlllate, and residual fuel 
oils, testing 25 degrees API or more .......... . 

Natural gas, methane, ethane, propane, 
butane, and mixtures thereof ................ . 

United States goods returned .................. . 
Spruce lumber ............................... . 
Woodpulp; rag pulp; and other pulps derived 

from celluloslc fibrous materials and suitable 
for papermaklng ............................ . 

Crude petroleum, topped crude petroleum, crude 
shale oll, dlstlllate, and residual fuel olls testing 
under 25 degrees API ....................... . 

Piston-type engines other than compression
Ignition engines for automobiles, Including 
trucks and buses (Automotive Products 
Trade Act) ................................ . 

Gold or sliver bullion, dora, and precipitates ..... . 
Unwrought aluminum n. e. s. , other than alloys 

of aluminum ............................... . 
Automobile truck and motor bus chassis 

and bodies (Automotive Products Trade Act) .... 
Parts of clvll aircraft, certified for use In 

clvll aircraft ................................ . 
Parts n.s.p.f. of motor vehicles, not alloyed 

nor advanced b.Jyond cleaning, partly machined 
Under $2 51 formal and Informal entries, 

and noneMmpt Items from $251 to 
$1,000, estimated .......................... . 

Other unwrought alloys of aluminum ............ . 
Parts of automatic dataprocesslng machines 

and units thereof, other than parts Incorporating 
a cathode-ray tube ......................... . 

Pneumatic tires. n. e. s ........................ . 

1985 

$11, 163,086 

4,237,870 
3,495,625 

3,612,865 

3,518,568 

3,786,751 
2,048,794 
1,881,712 

1,385,871 

1,727,402 

1,252,380 
1,823,558 

399,387 

688,916 

540,991 

512. 753 

422, 797 
373,650 

11 I 
447,888 

1986 

$11,812,986 

4,234,085 
3,553,359 

3,081,276 

2,296,220 

2,451, 193 
2,098,218 
1,972,281 

1,422, 180 

1,146,217 

949,221 
2,672,085 

587,632 

687 ,490 

598, 113 

531,034 

426,016 
504,379 

1987 

$10,237,651 

4,385,232 
3,949,994 

3,773,449 

2,530,820 

2, 165,809 
2, 153,870 
2,004,601 

1,841,952 

1,418.160 

1, 126,257 
961,322 

801,467 

775,967 

617,830 

605,376 

554,359 
549,299 

1390,843 543, 783 
497,447 514,665 

Total...................................... 43,320,863 41,912,274 41,511,864 
~--------------------------------~ 

Total, U.S. Imports from Canada. . . . . . . . . . . . . . . 68,883,572 68, 146,979 70,850,625 

1 Prior to Feb. 1, 1986, trade for TSUS Item 676.54 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January-December 1985) and 676.5215 (January 1986) assigned to 676.54 are not known, 
these Items were excluded from the data above. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Compiled from offlclal statistics of the U.S. Department of Commerce. 

B-14 



T•ble B-8 
Le•dlng Item• exported to Japan, by Schedule B Item number•, 1885-87 

(In thoueand• of dollars) 

Schedule B 
Item No. 

200.35 

694.40 
130.34 
676.55 

694.65 
175.41 
110.46 

521.31 

676.28 

106.10 

687.60 

170.65 
250.02 

422.55 

300.10 

660.54 

130.65 
712.50 

120.14 
618.03 

Description 

Logs, softwood and hardwood, Including 
pulpwood, In the rough, split, hewn, or 
roughly sided or squared .............•....... 

Airplanes .•.....•..•.....•................... 
Corn or maize, not donated for relief or charity 
Parts of automatic data processing, 

photocopying, calculating, accounting, and 
similar machines Incorporating a calculatlng 
mechanism ...•............................. 

Parts, for aircraft and spacecraft .............. . 
Soybeans, other than seed for planting ......... . 
Fish, fresh, chllled, or frozen, whole or 

eviscerated, but not otherwise prepared or 
preserved, and live eels ..................... . 

Coal: petroleum and other coke: compositions 
of coal, coke, or other carbonaceous material 
used for fuel ............................... . 

Digital central processing units: auxlllary 
storage units: Input units: output units, and 
combinations thereof ............•............ 

Beef and veal, carcasses and primal cuts, 
excluding offal, fresh, chllled, or frozen ........ . 

Electronic tubes, transistors, Integrated 
circuits, diodes, rectifiers, mounted 
piezoelectric crystal, related electronic crystal ... 
components, and parts 

Cigarettes .................................. . 
Woodpulp: rag pulp; and other pulps derived 

from celluloslc fibrous materials and 
suitable for papermaklng ..................... . 

Uranium compounds, excluding uranium oxide, 
and thorium compounds ..................... . 

Cotton, not carded, not combed, and not 
slmllarlly processed, having a staple length 
under 1-1/8 Inches ......................... . 

Parts of compression-Ignition piston-type 
engines, and non-piston-type engines ......... . 

Wheat ...................................... . 
Instruments and apparatus for measuring 

or checking electrical quantities, except 
electrlclty meters, and parts thereof .......... . 

Whole cattle hides ........................... . 
Unwrought aluminum, other than alloys 

of aluminum ............................... . 

1985 

$682,239 
903,579 

1,304, 713 

615,972 
573,550 
936,982 

503, 731 

926,383 

496,485 

344,598 

269,492 

94,874 

284,015 

437,338 

332,798 

277,658 
468,970 

255,448 
276,077 

228,665 

1986 

$788,952 
1, 158,937 

877, 194 

629,802 
654,261 
837,212 

599,469 

674,675 

542,393 

465,116 

327, 159 

127,974 

366,909 

546,530 

228,372 

363,033 
424,330 

1987 

$1, 127,472 
1,093,260 
1,035,373 

825,657 
795,983 
783,512 

690,099 

617,644 

5!J9,744 

543,793 

500,565 

491,857 

479,498 

417,907 

393,593 

379,346 
352,280 

289,701 350,912 
301,974 332,600 

155,883 304,995 

Total ...................................... 10,213,567 10,359,879 12,116,088 
----------------------------------Tot a I, U.S. exports to Japan . . . . . . . . . . . . . . . . . . . 21,602,930 22,890,847 26,903,632 

Note.-Because of rounding, figures may not add to the totals shown. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Table B-10 
Leading Items Imported from Japan, by TSUS Item numbers, 1985-87 

(In thousands of dollars) 

TSUS 
Item No. Description 1985 1986 1987 

692.10 Passenger automobiles, snowmobiles, 
trucks valued under $1,000, and 

other miscellaneous vehicles I I I I I 111 I I Io I It Ito $17,896, 142 $24,343,760 $24,622.946 
692.02 Trucks valued at $1,000 or more each ........... 3,389,238 4,810,692 4, 158,348 
676.30 Office machines, n. s. p. f. . ..................... 2,565, 157 3,451,251 4, 130,501 
685.40 Tape recorders, dictation and transcribing 

machines, and parts thereof .................. 4,635,750 4,935,126 3, 128,871 
676.54 Parts of automatic data-processing machines 

and units thereof, other than parts Incorporating 
a cathode-ray tube .......................... (1) 11,681, 752 2,764,253 

692.32 Parts n.s.p.f. of motor vehicles, not alloyed nor 
advanced beyond cleaning, partly machined ..... 1,282,379 1, 767' 114 2, 160,342 

678.50 Machines, n. s. p. f .. and parts thereof ............ 1, 186,385 1,344,931 1,347,212 
685.49 Radlotelegraphlc, radlotelephonlc, and other 

devices for the transmission, reception, and 
reproduction of sound or Image, n. s. p. f. Io If of o 633,791 1, 104,268 1,322,226 

687.74 Electronic tubes, not cathode-ray tubes: 
transistors and related electronic crystal 
components: mounted piezoelectric crystal, 
and parts ...........•....................... 901,359 919,208 1,306,205 

724.45 Magnetic recording media, no material 
recorded thereon ...... , . , , ...•.............. 756,603 859, 149 803,767 

685.90 Electrical apparatus for making and breaking 
electrical circuits, for protection of electrical 
circuits, and for making connections 
to or In circuits .............................. 477,837 552,848 785,045 

674.35 Metalworking machine tools, n. e. s. . ... , ......... 475,924 791,600 735,415 
676.56 Parts of office machines, n.s.p.f ................ (2) 2555,060 723,774 
722.16 Photographic cameras, other than fixed-focus, 

over $10 each, lens not over 50 percent 
of value .......... , ... , . , ......... , .. , ...... 507,897 654,836 684,157 

685.08 Other television apparatus and parts thereof ...... 554,903 568,701 651, 181 
608.13 Sheets of Iron and steel, n. s. p. f. , not alloyed, 

coated, or plated with metal. valued over 
1 O cents per pound .......................... 673,867 558,338 649,527 

684.66 Electrical telegraph terminal apparatua, Including 
teleprlntlng and teletypewrltlng machines, 
and parts thereof ........................... 279,650 335,200 594,793 

676.15 Accounting, computing, and other data 
processlnQ machines ......................... 426, 108 583,918 581,077 

772.51 Pneumatic tires. n. e. s . , ............ , , ......... 539, 725 547,551 573,397 
684.70 Microphones, loudspeakers, headphones, 

etc . , and parts .............................. 582,032 535,587 515, 125 

Tot31 ......... , ........ , ................... 339 '492 '407 351, 129, 173 52,238, 160 

Total, U.S. Imports from Japan ................. 68,241,856 81,985,873 84,008,499 

1 Prior to Feb. 1, 1986, trade for TSUS Item 676.54 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January-December 1985) and 676.5215 (January 1986) assigned to 676.54 are not known, 
these Items were excluded from the data abovo. 
2 Prior to Feb. 1, 1986, trade for TSUS Item 676.56 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January-December 1985) and 676.5215 (January 1986) assigned to 676.56 are not known, 
these Items were excluded from the data above. 
3 TSUS Items 676.54 and 676.56 replaced TSUS Item 676.52 on Feb. 1, 1986. Although Individual coverage for the 
current Items Is not certain prior to this date, the total for both Is available using 676. 52. Therefore, since both are 
Included above, trade for 676.52 Is Included In this tCJtal. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Compiled from official statistics of the U.S. Department ''' Commerce. 
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Table B-11 
Leading Hema exported to Mexico, by Schedule B Item numbers, 11185-87 

(In thouHnda of dollars) 

Schedule B 
Item No. Description 1985 

692.29 Parts of motor vehlcles, n.e.s. t t ft It t t 11 t I I I I I I $1, 176,965 
687.60 Electronic tubes, transistors. Integrated 

circuits, diodes, rectifiers. mounted plezoelectrlc 
crystal, related electronic crystal components, 
and parts ••..•..•....••.•.......••.•..•..... 372,698 

688.12 Ignition wiring sets and wiring sets designed 
for use In motor vehlcles, aircraft, spacecraft, 
ships, boats, and other vessels ••.•..•......... 280,645 

685.90 Electrical apparatus for making, breaking, 
protecting, or connecting to electrical circuits, 
switchboards, and control panels, and parts 
thereof .•..•...................•••••.•.••.•. 340.178 

676.55 Parts of automatic data processing, photocopying, 
calculatlng, accounting, and slmllar machines 
Incorporating a calculatlng mechanism .•........ 289,278 

818.90 General merchandise valued under $1,501, 
except shipments requiring a validated 
export license ••.••.••...••••.•..••••...••... 1206,880 

130.34 Corn or maize, not donated for relief or charity ... 203,587 
660.54 Parts of compression-Ignition piston-type 

engines, and non-piston-type engines I I 111 I I I It 220,619 
475.07 Crude petroleum; topped crude petroleum: 

crude shale oil: and dlstlllate and residua! fuel 
oils derived from petroleum, shale, or both ...... 137, 112 

685.27 Radlotelegraphlc, radlotelephonlc, and 
radlobroadcastlng transmission and reception 
apparatus, and parts thereof, n.s.p.f. I I 11 I It I I 167,342 

175.41 Soybeans, other than seed for planting. . ......... 385,486 
685.20 Televlslon apparatus, and parts thereof •......... 189,236 
682.60 Generators, motor-generators, rotating 

converters, rectlfers and rectifying apparatus, 
coils, Inductors, lamp ballasts, and parts 
thereof ....•.......................•........ i58,547 

250.02 Woodpulp: rag pulp; and other pulps derived 
from celluloslc fibrous materials and 
sultable for papermaklng •..................... 115,739 

660.52 Parts of piston-type engines, other than 
compression-Ignition engines .......••....•.... 224,533 

711.80 Instruments for measuring, checking, and 
automatlcally controlllng the flow, depth, 
pressure, and temperature, etc. of llqulds 
or gases, and parts .......................... 62,604 

818.80 Shipments valued $10,000 and under, not 
Identified by kind •..•......................... 2135, 121 

680.27 Safety, relief, solenold, control, and regulator 
valves (not hand operated), other taps, cocks, 
valves, and slmllar devices n. s. p. f. , and parts ... 58,034 

688.40 Electrlcal artlcles n. s. p. f. , and electrlcal 
parts of artlcles n.s.p.f ....................... 97,356 

678.50 Machines, n. s. p. f. and parts thereof ............ 130,739 

Total ...................................... 4,952,700 

Total, U.S. exports to Mexico .................. 13,084,252 

1988 1987 

$983,233 $1, 198,481 

441,653 490,218 

332,985 400,955 

356, 123 374,328 

272,958 344,119 

1178,315 339,334 
144,751 281,090 

289,553 270,115 

106, 165 233,359 

217,316 223,970 
178, 153 214,482 
176,856 202,687 

166,892 200,050 

123,830 170,597 

197,839 163,958 

56,204 159, 133 

2128,474 2 154,535 

90.815 139,038 

99,839 136,232 
145,501 130,017 

4,687,454 5,826,698 

11,924,851 14,045, 175 

1 Prior to Jan. 1, 1987, Schedule B Item 818.90 Included only general merchandise valued at $1,000 or less. 
2 General merchandise valued $1 , 000 or less In 1985 and 1986, was reported under Schedule B Item 818. 90. In 
1987, such merchandise valued at $1,500 or less was reported under Schedule B Item 818.90. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from offlclal statistics of the U.S. Department of Commerce. 
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Table B-12 
Leading Items Imported from Mexico, by TSUS Item numbers, 1985-87 

(In thousand• of dollar•) 

TSUS 
Item No. Description 1985 1986 1987 

475.05 Crude petroleum, topped crude petroleum, 
crude shale oll, and dlstlllate and residua! 
fuel olls, testing under 25 degrees API ...•...... $4,338,249 $2, 168,456 $2,486,682 

692.10 Pa&&enger automobiles, snowmobiles, trucks 
valued under $1,000, and other 
mlscellaneous vehlcles .....••......•.....••... 282,651 769,944 1,496,270 

475.10 Crude petroleum, topped crude petroleum, 
crude shale oll, and dlstlllate and residua! 
fuel olls, testing 25 degrees API or more ......•. 3,309,848 1,363,023 1,151,135 

688.12 Ignition wiring sets and wiring sets for 
transportation equipment ..•.•.....•••........ 471,745 519.126 611,568 

660.48 Piston-type engines other than 
compression-Ignition for automoblles, 
lncludlng trucks and buses .•........•.•....... 599,259 585,370 610,918 

800.00 U.S. goods returned f •••••I I It t I It It t t 111 t O I I I 422,456 452,836 567,926 
692.32 Parts n.s.p.f. of motor vehlcles, not alloyed 

nor advanced beyond cleanlng, partly 
machined .•.......•.......•.......•.•.....•. 406,844 465, 175 542,683 

685.90 Electrlcal apparatus for making and 
breaking electrical circuits, for protection 
of electrlcal circuits, and for making 
connections to or In circuits ••.....••..•....... 309,080 365,230 448,820 

114.45 Shellfish other than clams, crabs, or oysters ..... 312,299 357,338 435,823 
160.10 Coffee, crude, roasted or ground ..•.•••....•... 367,773 570,973 397,014 
682.60 Generators, motors, motor-generators, 

converters, transformers, rectifying 
apparatus, Inducers, other electrical 
goods, and parts, n.e.s. . .•••......•......... 190,027 252,818 322,241 

676.54 Parts of automatic data processing machines 
and units thereof, other than parts 
Incorporating a cathode-ray tube ..•........... (') '202, 137 299,026 

605.20 Gold or sllver bullion, dore, and precipitates . , .... 247,409 239,733 284,808 
678.50 Machines, n. s. p. f. , and parts thereof ... , , .... , . 262,934 217,012 283,099 
684.92 Complete television receivers ••.........•.....•. 20,781 107,268 258,982 
100.45 Cattle, weighing 200 pounds or more but 

under 700 pounds each ......•...•...•.....•.. 122,583 273,585 246,305 
688.18 Insulated electrlcal conductors, with fittings, 

n.e.s. I It I I I 11IIIIIt111 t 0 I I I I I I It I I 111 I I I I I 116,375 170,802 215.179 
684.98 Printed circuit boards or the like for color 

TV's, or subassemblles containing one 
or more such units, containing specified 
components t t I I I I 0 O O t I I I I I I I I I I It It t I It I I I I 109,053 195, 702 206,925 

685.08 Other televlslon apparatus and parts thereof, 
n.e.s. I I I I 111 t It It It t I It 0 It 111tIItoO111 I I It 180,592 187,245 200,320 

167.05 Ale, port, stout, or beer ....................... 63, 143 115,060 195,962 

Total ...................................... 12, 133, 101 9,578,833 11.261,688 

Total. U.S. Imports from Mexico .•....•........• 18,938,246 17, 196,360 19,765,789 

' Prior to Feb. 1, 1986, trade for TSUS Item 676.54 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January-December 1985) and 676.5215 (January 1986) assigned to 676.54 are not known, 
these Items were excluded from the data above. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complled from official statistics of the U.S. Department of Commerce. 
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T•ble B-13 
L••dlng Item• exported to Taiwan, by Schedule B Item number, 1985-87 

(In thousands of dollars) 

Schedule B 
Item No. 

605.20 

687.60 

175.41 
130.34 
521.31 

676.55 

120.14 
300.10 

404.22 

170.65 
676.28 

404.05 

692.10 

130.65 
684.62 

250.04 

685.90 

475.07 

250.02 

694.65 

Description 

Gold or sllver bulllon, dore, and gold or 
sllver precipitates ........................... . 

Electronic tubes, transistors, Integrated 
circuits, diodes, rectifiers, mounted piezoelectric 
crystal, related electronic crystal components. 
and parts .................................. . 

Soybeans, other than seed for planting ......... . 
Com or maize, not donated for relief or charity .. . 
Coal; petroleum other than coke: and 

compositions of coal, coke, or other 
carbonaceous material used for fuel ........... . 

Parts of automatic data processing, photocopying, 
calculatlng, accounting, and similar machines 
Incorporating a calculating mechanism ......... . 

Whole cattle hides . . . . . . . . . . . . . . . . . . . . . . . . . .. . 
Cotton, not carded, not combed, and not 

slmllarlly processed, having a staple length 
under 1-1 /8 lncheG ......................... . 

Polycarboxylic acids, anhydrldes. and their 
derivatives ................................. . 

Cigarettes .................................. . 
Digital central processing units: auxlllary 

storage units: Input units: output units. 
and combinations thereof .................... . 

Cyclic Intermediate hydrocarbon compounds, 
except derivatives , .. , , ......... , ........... . 

On-the-highway, four-wheeled passenger 
automobiles, ambulances, hearses, 
motor homes, ski vehicles, and other like 
motor vehicles . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. 

Wheat ...................................... . 
Electrical telegraph (Including printing 

and typewriting) and telephone apparatus 
and Instruments: and parts thereof. n. s. p. f. 

Waste paper and paperboard: scrap paper 
and paperboard products flt only for 
remanufacture; and flax and hemp fibers 
to be used In papermaklng ................... . 

Electrical apparatus for making, breaking, 
protecting, or connecting to electrical 
circuits, switchboards and control panels, and 
parts thereof .. , , ........... , .... , .... , . . . .. 

Crude petroleum: topped crude petroleum: 
crude shale oll; and distillate .and residual 
fuel oils derived from petroleum, shale or both ... 

Woodpulp; rag pulp; and other pulps derived 
from celluloslc fibrous materials and suitable 
for papermaklng ... , , ............ , .......... . 

Parts, for aircraft and spacecraft .............. . 

Total ..................................... . 

Total, U.S. exports to Taiwan ................. . 

1985 

$891 

183,275 
321, 720 
374,299 

134,044 

107,664 
112,247 

112,386 

92,527 
4,890 

85,293 

4.047 

6,314 
99,082 

47,666 

61,697 

50,327 

20,676 

34, 197 
253,570 

2, 106,811 

4,337.499 

Note. -Because of rounding, figures may not add to the totals shown. 
Source: Complied from official statistics of the U.S. Department of Commerce. 

\ ·.; 2--

1986 

$1, 700 

283,893 
358,750 
271,002 

157,377 

134,465 
155,687 

36,721 

132 .216 
4,355 

87,686 

38,688 

10,645 
101,505 

39,549 

74.233 

71.648 

85,321 

57,778 
129.366 

2,232.587 

5,057, 124 

1987 

$564,099 

489,469 
379,935 
250,825 

192, 156 

191,155 
172.259 

135,011 

133,890 
118, 767 

116.294 

111.574 

111.348 
103,578 

101,845 

89,692 

83, 117 

82,435 

81, 741 
77.082 

3,586,272 

7,019.239 
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Table B-14 
Leading Item• Imported from Taiwan, by TSUS Item numbers, 1985-87 

TSUS 
Item No. 

700.56 

676.30 
676.54 

727.35 
384.80 

678.50 
700.45 

884.92 
700.35 

861.06 

678.15 

727.70 
887.74 

735.20 

381.95 

772.35 

685.90 

685.08 

684.70 

706.41 

(In thouHnd• of dollar•) 

Description 1985 

Footwear having uppers over 90 percent of 
exterior surface area of rubber or 
plastics, n.e.s. • . • . • . . . . . • • • • . . . . • • . . . . . • . . . . $963,621 

Office machines, n.1.p.f. . . . . . • • . . . . • . • . • . . . • . • 295,755 
Parts of automatic data proceHlng machines 

and units thereof, other than parts Incorporating 
a cathode-ray tube • • • • . • • • . • • • • • . • . . • • . • • . . . ( 1) 

Furniture of wood, other than chairs • • • . . • . • • • . . . 253, 125 
Other women's, glrls', or Infants' blouses, 

body suits, and shirts, shirts and sweaters, 
of manmade fibers, knit, not ornamented . . . . • . . 2339, 665 

Machines, n.s.p.f., and parts thereof • . . . . . • • . . . 293,493 
Leather footwear n.e.s., valued over 

$2.50 per pair, not for men, youths, or boys . • . • 229,801 
Complete television receivers • • . . • . • . . . • • • . • . . . . 308, 365 
Footwear n.s.p.f., of leather, for men, 

youths, and boys . .. • .. .. .. • .. .. .. .. .. • .. .. .. 341,849 
Fans and blowers, and parts, n.s.p.f., 

whether operated by hand or any kind of 
power unit • . . • • . . • • . . • • • . . • • • . . . • • . • • . . . • • • . 326, 765 

Accounting, computing, and other data proceHlng 
machines • • • • . • . • • . • • . . . . • . • • • . . • . • . . . • • • . . . 190,331 

Furniture and parts thereof, n.s.p.f. . . . . . . • . . . . • 198,944 
Electronic tubes, not cathode-ray tubes: 

transistors and related electronic crystal 
components: mounted piezoelectric crystal, 
and parts • • . . • . • • • . . . • . • • . . . • • • . . • . • • . . • . . . . 207 ,464 

Puzzles: game, sport, gymnastic, athletic, 
or playground equipment: all the foregoing 
and parts thereof, n.1.p.f. • . . • . • • • . . • • . . . . . . • 172,768 

Men'• and boys• coats, selected shirts, suits, 
trunks and other swimwear, trousers, slacks, 
and shorts, of manmade fibers, not knit . . . . . . . . 3251,851 

Curtains, drapes, napkins, table covers, mats, 
scarves, runners, dollles, centerpieces, 
slipcovers, llke furnishings, of rubber 
or plastics • . • . . . • • • . . . • . . . . . . . • . . . . . • . . . . . . . 126, 234 

Electrical apparatus for making and breaking 
electrical circuits, for protection of 
electrical circuits, and for making connections 

1986 

$1, 173, 108 
498,530 

I 300,390 
395,617 

439,342 
312,740 

347,769 
420,828 

373,787 

344,515 

229,587 
273,860 

230,539 

279,304 

283, 188 

183,563 

1987 

$1,331,881 
708,946 

557,052 
500,821 

478,883 
443,588 

428,357 
421,289 

415,;392 

384,477 

359,022 
346, 192 

334,425 

308,797 

287,388 

281,633 

to or In circuits.............................. 135,375 181,987 277,710 
Other television apparatus and parts thereof, 

n.e.s. . . . . . . . . . . . . . . . . . . • . . . . . . • . . . . . . . . . . • 215, 180 157,270 255,805 
Microphones, loudspeakers, headphones, 

etc., and parts.............................. 163, 172 177,642 254,667 
Other handbags and luggage of textile 

materials n.s.p.f. . . . . . . . . . . . . . . . . . . . . . . . . . . . 189,801 203,478 233,262 

----------------------------------Tot a I .. . . . . . .. . . . . .. .. . . .. .. . . . . .. .. . . . .. . . 5,250,258 6,806,827 8,604,925 
----------------------------------Tot a I, U.S. Imports from Taiwan................ 16,354,353 19,770,612 24,575,682 

1 Prior to Feb. 1, 1986, trade for TSUS Item 676.54 was reported under 676.52 (part). Since those portions of 
TSUSA Items 676.5230 (January-December 1985) and 676.5215 (January 1986) assigned to 676.54 are not known, 
these Items were excluded from the data above. 
a Prior to Sept. 1, 1985, trade for TSUS Item 384.80 was reported under 383.80 (part). 
3 Prior to Sept. 1, 1985, trade for TSUS Item 381.95 was reported under 379.95 (part). 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
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T•ble B-11 
LHdlng Hema exported to Kore•, by Schedule a Item number•, 1181-17 

Schedule B 
Item No. 

120.14 
687.60 

130.34 
300.10 

175.41 
694.65 
130.65 
607.08 
250.02 

676.55 

521.31 

200.35 

678.50 
475.07 

250.04 

692.29 
676.28 

6B5.60 

404.22 

694.40 

(In thouHnda of doll•r•) 

Description 

Whole cattle hide• •••••••••••••••••••••.•••••• 
Electronic tube•, tranei1tor1, Integrated 

circuit•, dlodea, rectlfler1, mounted 
plezoelectrlc cryatal, related electronic 
cry1tal component•, and part1 •••••••••••••••• 

Com or maize, not donated for relief or charity ••• 
Cotton, not c.,.ded, not combed, and not 

almllarty proce11ed, having a staple length 
under 1-1/8 lnchea ••••••••••••••••••••.••••. 

Soybean•, other than seed for planting •••••••••• 
Part1, for aircraft and 1pacecraft ••••••••.•.••.. 
Wheat ...................................... . 
Carbon 1teel and Iron wa1te and 1crap •••••••••• 
Woodpulp: rag pulp: and other pulps 

derived from celluloalc fibrous materials 
and 1ultable for papermaklng .•••••••••.•••.•.. 

Part• of automatic data proce11lng, 
photocopying, calculating, accounting, and 
almllar machines Incorporating a calculating 
mechanlam ••••••••••••.••.••.•••••••••...•• 

Coal: petroleum and other coke: and 
compo1ltlon1 of coal, coke, or other 
carbonaceou1 material u11d for fuel •.•••••...•. 

Logs, 1oftwood and hardwood, Including 
pulpwood, In the rough, apllt, hewn, or 
roughly aided or squared .................... . 

Machines, n.1.p.f., and parts thereof •••..•••... 
Crude petroleum: topped crude petroleum: 

crude shale oll: and dlstlllate and residual 
tuel olls derived from petroleum, shale, or 
both ••••••..•••..••••...••...••....•...•... 

Wastepaper and paperboard: scrap paper and 
paperboard products flt only for 
remanufacture: and flax and hemp fibers 
to be used In papermaklng ••..•....••....•.... 

Parts of motor vehlcles, n.e.s .•.•....••....•... 
Digital central processing units: auxlllary 

storage units: Input units: output units: 
and combinations thereof •..•.••••.•.••...•... 

Radio navlgatlonal aid apparatus, radar 
apparatus, and remote control apparatus, 
and parts thereof .•...........•..•••......... 

Polycarboxyllc acids, anhydrldes, and their 
derivatives ...•...•.................•........ 

Airplanes •..•.....•.....•.•...•.........•.... 

1985 

$267,353 

436,960 
209,868 

332,691 
185,476 
274,543 
270, 158 
155,631 

77,099 

103,204 

157,087 

98, 141 
160, 740 

214, 160 

72,318 
14,856 

69, 116 

19,987 

63,038 
211 ,432 

Total . • . . . . • . . • • • . . . . • . . . . . . . . . . . • . . . . • . . . . 3,393,859 

Total, U.S. exports to Korea . . . • . . . . • • . . . • • . . . . 5,666,503 

Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from official statistics of the U.S. Department of Commerce. 

1986 

$445,780 

467,859 
129,956 

142,068 
206,091 
209,951 
240,388 
239,278 

117,540 

119,443 

158, 162 

105,718 
126,892 

53,539 

103,539 
29,326 

76, 157 

23,057 

72,282 
54,432 

3, 121,456 

5,795,704 

1987 

$577,469 

566,972 
356,490 

289,213 
232, 188 
215,075 
213,349 
212,007 

181,501 

176, 179 

171,735 

158,375 
149,513 

123,403 

122, 164 
96,029 

92,641 

88,461 

88,399 
85,302 

4, 196,465 

7,486,064 
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Table B-11 
Leading Items Imported from Korea, by TSUS Item numbers, 1985-87 

(In thouHnda of dollars) 

TSUS 
Item No. Description 1985 1986 1987 

692.10 Passenger automobiles, snowmobiles, trucks 
valued under $1,000, and other 
mlscellaneous vehlcles ..•.....•....•.......... $5,846 $798,685 $2,062,209 

700.35 Footwear, n.s.p.f., of leather, for men, 
youths, and boys ••.•....•..................• 528, 171 663,083 756,941 

687.74 Electronlc tubes, not cathoda-ray tubes: 
transistors and related electronic crystal 
components: mounted plezoelectrlc 
crystal, and parts t' t I If I I I I I I I I I I It I I I I I I 11 I I 409,307 436,375 656,015 

737.30 Stuffed toy figures of animate objects, valued 
over rn cents per Inch of height ..••...•...•... 227,056 357,467 442,859 

700.45 Leather fr1otwear n.e.s., valued over 
$2.50 per pair, not for men, youths, or boys .... 289,741 462,631 442,817 

791.76 Leather wearing apparel, n.s.p.f .• other 
than reptile leather and other than In 
chief weight of textile materlal ..........•....•• 225,407 241,068 390,325 

684.25 Microwave ovens ...•..•......•................ 219,648 292,411 366,201 
381.95 Men's and boys' coats, selected shirts, 

1ult1, trunks and other swimwear, trousers, 
slacks, and shorts, of manmade fibers, 
not knit .•••.•....•.•........................ 1330,000 333,256 359,518 

878.50 Machines, n.s.p.f., and parts thereof ...•.....•. 202,544 221,415 340,792 
885.40 Tape recorders, dictation and transcribing 

machines, and parts thereof ...••............. 172,753 307,099 337,687 
684.92 Complete televlslon receivers ................... 247,363 357, 109 336,870 
676.30 Office machines, n.s.p.f .........•............. 160,696 158,551 299,619 
676.15 Accounting, computing, and other data 

proceHlng machines ......................... 59,550 205,745 261,993 
384.80 Other women's, girls', or Infants' blouses, 

body suits and shirts, and shirts and sweaters, 
of manmade fibers, knit, not ornamented ....... 2193, 199 246,511 248,217 

700.56 Footwear having uppers over 90 percent 
of exterior surface area of rubber or 
plastlcs, n.e.s •......•....................... 49, 184 128,763 186,220 

384.53 Women's, girls', Infants' wearing apparel, 
knit, not ornamented, of vegetable fiber 
except cotton, not subject to specified fiber 
restraints .•.•.....................•......... 3145,553 253, 736 172,437 

772.51 Pneumatic tires, n. e. s ......................... 181,608 162,926 163,554 
338.59 Woven fabrics, of manmade fibers, 

except containing over 17 percent wool, 
and except of glass .......................... 4125,923 4158,213 4158,449 

684.58 Telephone sets and other terminal 
equipment and parts thereof .................. 75,958 106,968 146,240 

724.45 Magnetic recording media, no material 
recorded thereon .....•...................... 98,615 168,977 142.802 

Total ...................................... 3,948, 122 6,060,988 8,271. 739 

Total, U.S. Imports from Korea ................. 9,986,363 12,682,819 16,888, 153 

1 Prior to Sept. 1, 1985, trade for TSUS Item 381.95 was reported under 379.95 !part). 
2 Prior to Sept. 1 , 1985, trade for TSUS Item 384. 80 was reported under 383. 80 part) . 
3 Prior to Sept. 1, 1985, trade for TSUS Item 384.53 was reported under 383.52 part). 
4 Statistical reporting numbers under TSUS 338. 50 were reissued with different commodity coverage on Apr. 1 , 
1985. TSUS Item 338. 59 was established to provide reporting numbers distinct from those used prior to this date. 
Trade carryovers of $33,998 and $24,955 were reported In 1986 and 1987 respectively for Item 338.50, and Included 
above. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from offlclal statistics of the U. S. Department of Commerce. 
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T•ble B-17 
L .. dlng Item• exported to Brazll, by Schedule B Item number•, 1185-87 

(In thouHnd• of dollars) 

Schedule B 
Item No. Description 1985 1986 1987 

694.40 Alrplanes ••••..•.••••••...••.•••••..•••.•.... $238,915 $218,041 $627,024 
685.27 Radlotelegraphlc, radlotelephonlc, and 

radlobroadcastlng transml881on and 
reception apparatus, and parts thereof, 
n.s.p.f •.•••••••.••••••...••••.••.••••.•.••• 103,845 205,383 279,033 

521.31 Coal; petroleum and other coke: compositions 
of coal, coke, or other carbonaceous materlal 
used for fuel •••.•..••••..•••...••••..•..•... 307, 190 279, 195 254,539 

676.55 Parts of automatic data proceHlng, photocopying, 
calculatlng, accounting, and slmllar machines 
Incorporating a calculatlng mechanism •••••.•.•• 173,004 205,023 170,820 

694.65 Parts, for aircraft and spacecraft .••.••..•.•.... 89,474 108,638 130,927 
660.54 Parts of compreHlon-lgnltlon piston-type 

engines, and non-piston-type engines •• t t t I I It I 72,728 110,947 125,645 
480.10 Fertlllzers and fert1llzer materlals ••.•..•••....••• 165,997 156,004 105,533 
692.29 Parts of motor vehlcles, n. e. s .•.•••••••••.•••.. 60,011 71,477 93,634 
175.41 Soybeans, other than seed for plantlng I I I I I I I I I I 45,757 65,232 87,974 
664.05 Excavating, levellng, boring, extracting 

machinery, excludlng front-end loaders, 
plle drivers, non-aelf-propelled snow plows, 
and parts ••••••.••••••••.••• , ••.•••••••••••. 92,458 107,903 84,853 

687.60 Electronlc tubes, transistors, Integrated 
circuits, diodes, rectifiers, mounted plezoelectrlc 
crystal, related electronlc crystal components, 
and parts •..•••.•••••••••.•.•.•••••.•••••... 56,627 84,094 83,397 

676.28 Dlgltal central processing units: auxlllary 
storage units; Input units: output units, 
and combinations thereof ...••..••••.••. , •.•.. 59,497 63,263 65,709 

433.10 Chemlcal mixtures and preparations, n.e.s. I I I I I I 47,568 71,856 61,804 
115.50 Nonfat dry mllk, containing not over 3 percent 

of butterfat ..••.•.....•••. , .••••.•.••••..•.. 14,952 56,210 49,764 
446.15 Synthetic rubber ••...•..•....••••.•.•.•.••..•. 47,435 57,444 48,507 
130.34 Corn or maize, not donated for rellef or charity ..• 64.183 131,278 42,234 
818.90 General merchandise valued under $1,501, 

except shipments requiring a validated 
export license .••..•...•••...••.....•.....•.. 215, 761 222,960 37,819 

818.10 Value of repairs or alteratlons to prevlously 
Imported artlcles that were subsequently 
exported from the United States ••.....•.•...•. 8,013 24,716 36,015 

692.38 Parts of tractors, except for automoblle 
truck and off-the-highway platform tractors ..... 23,204 25, 179 32,713 

660.52 Parts of piston-type engines, other than 
compression-Ignition engines ...•.............. 23,612 25,846 31,905 

Total .....•.•...............•.....•.......• 1,610,233 2,090,689 2,449,851 

Total, U.S. exports to Brazli I I I I I I I I I I I It I I I I I I 3,058,782 3,746,982 3,889,272 

1 To avoid disclosure of confldentlal business Information, trade statistics under Schedule B Items 480.25 through 
480.95 were combined and reported under Item No. 480.10, effective July 1, 1985. 
11 Prior to Jan. 1, 1987, Schedule B Item 818.90 Included only general merchandise valued at $1,000 or less. 
Note.-Because of rounding, figures may not add to the totals shown. 
Source: Complied from offlclal statistics of the U.S. Department of Commerce. 
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Table B-18 
Leading Items Imported from Brazil, by TSUS Item numbers, 1985-87 

(In thousands of dollars) 

TSUS 
Item No. 

700.45 

160.10 
475.25 
692.10 

165.29 

692.32 

156.35 
170.35 

700.35 

660.42 

475.05 

692.20 

250.02 

114.45 
694.41 

676.50 
772.51 
156. 10 
622.02 
607.63 

Description 

Leather footwear. n. e. s., valued over 
$2. 50 per pair. not for men. youths, or boys 

Coffee, crude, roasted, or ground ............. . 
Motor fuel, Including gasoline and jet fuel ........ . 
Passenger automobiles, snowmobiles, 

trucks valued under $1 , 000, and 
other miscellaneous vehicles ................. . 

Orange juice, concentrated or made from a 
juice having a degree of concentration 

of 1 . 5 or more. not over 1 percent 
ethyl alcohol by volume ...................... . 

Parts, n.s.p. f., of motor vehicles, not alloyed 
nor advanced beyond cleaning, 
partly machined ............................ . 

Cocoa butter ................................ . 
Filler tobacco and cigarette leaf. stemmed, 

mixed, or packed with 0 to 35 percent 
wrapper tobacco ........................... . 

Footwear, n. s. p. f .. of leather. for men, 
youths, and boys ........................... . 

Compression-Ignition engines. other than 
those to be Installed In tractors or other 
agricultural or horticultural machinery or 
Implements ................................ . 

Crude petroleum, topped crude petroleum, 
crude shale oil, distillate and residual fuel 
oils testing under 25 degrees API ............. . 

Bodies (Including cabs). and chassis. for 
automobile trucks and motor buses ........... . 

Woodpulp; rag pulp; and other pulps derived 
from cellulosic fibrous materials and 
suitable for papermaklng ..................... . 

Shellfish other than clams, crabs. or oysters .... . 
Airplanes and parts thereof of civil aircraft 

and spacecraft . . . . . . . . . . . . . . .............. . 
Machines, n. s. p. f .. and parts thereof .......... . 
Pneumatic tires, n. e. s. . ...................... . 
Cocoa beans ................................ . 
Tin other than alloys of tin. unwrought .......... . 
Plate and sheet of Iron and steel, 

not alloyed. not coated or plated with 
metal, and not clad. pickled. and cold rolled ... . 

Total ..................................... . 

Total, U.S. Imports from Brazil ................ . 

1985 

$737,960 
670,002 
319,542 

36,759 

669,863 

164.043 
119.686 

103,958 

116,904 

22,954 

234.472 

62,704 

66,263 
117,944 

26.649 
34,949 
97,845 
65,389 

127.128 

47,896 

3,845, 132 

i'. 545' 259 

Note.-Because of rounding. figures may not add to the totals shown. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
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1986 

$700,464 
503,380 
225, 131 

217,257 

352,317 

190,724 
139,068 

103,411 

104,345 

54.480 

123,830 

82.702 

88, 794 
98,479 

62.807 
96.479 
99.065 
70, 165 
62.334 

67.566 

3,442.818 

6,682.597 

1987 

$774,682 
487,948 
479,887 

445,072 

407,054 

256,028 
158,613 

138,422 

133,903 

123,339 

120,246 

117.694 

114 ,551 
110,995 

103,053 
101,968 
100,717 
87,547 
87,306 

78, 137 

4,427, 163 

7,612.206 



Table B-19 
Antldumplng cases active In 1987, flled under authority of title VII of the Tariff Act of 1930, by flnal outcome and by USITC Investigation number 

Code used for outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

Date Date 
US/TC original Preliminary Final of 
Investigation Product Country petition ar:.rr:.c.mlaarla.a ar:.rr:.r:.mlaarla.a final 
No. description of origin filed Commission /TA 1 Commission /TA 1 action2 

Affirmative: 
731-TA-304 Top-of-the-stove stainless steel cookware ...... Korea 1-22-86 A A A A 1-9-87 
731-TA-305 Top-of-the-stove stainless steel cookware ...... Taiwan 1-22-86 A A A A 1-9-87 
731-TA-309 Butt-weld pipe fittings ....................... Japan 2-24-86 A A A A 1-26-87 
731-TA-313 Brass sheet and strip ....................... France 3-10-86 A A A A 2-19-87 
731-TA-314 Brass sheet and strip ....................... Italy 3-10-86 A A A A 2-19-87 
731-TA-316 Brass sheet and strip ....................... Sweden 3-10-86 A A A A 2-19-87 
731-TA-317 Brass sheet and strip ....................... West Germany 3-10-86 A A A A 2-19-87 
731-TA-318 Oil country tubular goods .................... Israel 3-12-86 A A A A 2-20-87 
731-TA-326 Frozen concentrated orange juice ............ Brazil 5-9-86 A A A A 4-22-87 
731-TA-327 Fresh cut flowers ........................... Canada 5-21-86 A A p A 3-5-87 
731-TA-328 Fresh cut flowers ........................... Chile 5-21-86 A A A A 3-5-87 
731-TA-329 Fresh cut flowers ........................... Colombia 5-21-86 A A p A 3-5-87 
731-TA-330 Fresh cut flowers ........................... Costa Rica 5-21-86 A A p A 3-5-87 
731-TA-331 Fresh cut flowers ........................... Ecuador 5-21-86 A A p A 3-5-87 
731-TA-332 Fresh cut flowers ........................... Kenya 5-21-86 A A p A 4-9-87 
731-TA-333 Fresh cut flowers ........................... Mexico 5-21-86 A A A A 4-9-87 
731-TA-335 Tubeless steel disc wheels ................... Brazil 5-23-86 A A A A 4-27-87 
731-TA-338 Urea ...................................... East Germany 7-16-86 A A A A 7-1-87 
731-TA-339 Urea ...................................... Romania 7-16-86 A A A A 7-1-87 
731-TA-340 Urea ...................................... U.S.S.R. 7-16-86 A A A A 7-1-87 
731-TA-341 Tapered roller bearings ............. ' ... ... Hungary 8-25-86 A A A A 6-5-87 
731-TA-342 Tapered roller bearings ...................... Italy 8-25-86 A A A A 8-5-87 
731-TA-343 Tapered roller bearings . . . . . ................ Japan 8-25-86 A A A A 9-23-87 
731-TA-344 Tapernd roller bearings ...................... China 8-25-86 A A A A 6-5-87 
731-TA-345 Tapered roller bearings ...................... Romania 8-25-86 A A A A 6-5-87 
731-TA-346 Tapered roller bearings ....... . ............. Yugoslavia 8-25-86 A A A A 8-5-87 
731-TA-347 Malleable cast-iron pipe fittings ............. Japan 8-29-86 A A A A 6-15-87 
731-TA-348 Malleable cast-iron pipe fittings ............... Thailand 8-29-86 A A A A 8-12-87 
731-T A-351 Forged steel crankshafts ..................... West Germany 10-9-86 A A A A 9-9-87 
731-TA-353 Forged steel crankshafts ..................... United Kingdom 10··9-86 A A A A 9-9-87 
731-TA-354 Stainless steel pipe and tube ................. Sweden 10-20-86 A A p A 11-18-87 
731-TA-355 Silica filament fabric ......................... Japan 10-27-86 A A A A 9-9-87 
731-TA-364 Acetylsalicylic acid .......................... Turkey 10-31-86 A A A A 8-11-87 
731-TA-365 Industrial phosphoric acid .................... Belgium 11-5-86 A A A A 8-12-87 
731-TA-366 Industrial phosphoric acid .................... Israel 11-5-86 A A A A 8-12-87 
731-TA-367 Color picture tubes ......................... Canada 11-26-86 A A A A 12-22-87 
731-TA-368 Color picture tubes ......................... Japan 11-26-86 A A A A 12-22-87 
731-TA-369 Color picture tubes ......................... Korea 11-26-86 A A A A 12-22-87 
731-TA-370 Color picture tubes ......................... Singapore 11-26-86 A A A A 12-22-87 

Negative: 
731-TA-175(3) Cold-rolled carbon steel sheet . . . . . . . . . . . . . . . . Argentina 2-10-84 A A N A 3-18-87 

tJ:j 
I 

731-T A-238 (3) 12-volt motorcycle batteries .....•........•... Taiwan 1-11-85 N 6-25-87 
N 

See footnotes at end of table. lJl 
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Table B-19-Contlnued 
Antldumplng cases active In 1987, flled under authority of tltle VII of the Tariff Act of 1930, by flnal outcome and by USITC Investigation numbers 

Code used for outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

US/TC 
Investigation 
No. 

731-TA-319 
731-TA-320 
731-TA-321 
731-TA-322 
731-TA-323 
731-TA-324 
731-TA-325 
731-TA-349 

731-TA-352 
731-TA-371 
731-TA-373 
731-TA-375 

731-TA-334 
731-TA-336 
731-TA-337 
731-TA-372 

731-TA-167(3 
731-TA-168(3) 
731-TA-200(3) 
731-TA-374 
731-TA-376 
731-TA-377 
731-TA-378 
731-TA-379 
731-TA-380 
731-TA-381 
731-TA-382 
731-TA-383 
731-TA-384 
731-TA-385 
731-TA-386 

Product 
description 

Country 
of origin 

Date 
original 
petition 
f/led 

Negative-Continued: 
Window operators . .. • . . . . • . . . .. • • . . . • . . .. .. • El Salvador 3-19-86 
Mirrors ••.. ·, . • . • . • • • . • . . . . • . . . • . . . . . • • . . . . • Belglum 4-1-86 
Mirrors ••....•.••...•••.....•...••....••••. West Germany 4-1-86 
Mirrors . . . • . • . • . • . • . . . . . . . . . . . . . . • • • • . . . • . . Italy 4-1-86 
Mirrors • • . • . . . . . . • . . • . . . • • . . . . • • . . . . • • • . . . • Japan 4-1-86 
Mirrors • . • . . . . • • . . . . • • . . . . . • • • . . • . • . . . . • . . • Portugal 4-1-86 
Mirrors .................................... United Kingdom 4-1-86 
Light-walled rectangular welded carbon Taiwan 10-2-86 

steel pipe and tube 
Forged steel crankshafts .....•....•......•... Japan 
Fabric and expanded neoprene laminate •...... Taiwan 
Copter toner . . • . • . . . . . . . . . . . . . . . • . . . . . . . . . . Japan 
Line pipe ar.~ tube . . . . • • . . . . • . . • . . . . • . . . . • . . Canada 

10-9-86 
12-23-86 
2-3-87 
2-11-87 

Fresh cut flowers . . . . . . . . . . . . . • . . • . . . . . . . . . . Peru 
Porcelain-on-steel cookWare . . . . . . . . . . . • . . . . . . Spain 

Terminated: 
5-21-86 
6-30-86 

Paint filters . . . . . • • . . . • . • . • . • . . . . . . . . . . . . • . . Brazil 
Mercury vapor tight fixtures .................. Taiwan 

7-15-86 
1-28-87 

In Progress:e 
Table wine .......................•.•....... France 
Table wine ..•........•...•....•.•.......... Italy 
Radial ply tires . . . . . . • • . . . . . . • • . . . . . . . . . . . . . Korea 
Potassium chloride . • . . . . . . . . . . . . . . . . . . . . . . . . Canada 
Stainless steel butt-weld pipe fittings ..•....... Japan 
Internal combustion engine fork-lift trucks ...... Japan 
Electrical conductor aluminum redraw rod ..... Venezuela 
Brass sheet and strip .•......•.............. Japan 
Brass sheet and strip . . . . . . . . . . . . . . . . . . . . . . . Netherlands 
Granite . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . . . . . . Italy 
Granite .................................... Spain 
Blmetalllc cylinders . . . . . . . . . • . . . . . . . . . . . . . . . . Japan 
Nitrite rubber ... , ........................... Japan 
Granular polytetrafluoroethytene resin . . . . . . . . . . Italy 
Granular polytetrafluoroethytene resin .......... Japan 

1-27-84 
1-27-84 
7-20-84 
2-11-87 
4-3-87 
4-22-87 
7-14-87 
7-20-87 
7-20-87 
7-28-87 
7-28-87 
8-4-87 
9-1-87 
11-6-87 
11-6-87 

'U.S. Department of Commerce, International Trade Administration (ITA). 

Preliminary 
cteteunlnatlon 
Commission IT A' 

A 
A 
A 
A 
A 
A 
A 
A 

A 
A 
N 
N 

A 
A 
A 
T 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 

A 
A 
A 
A 
A 
A 
A 
A 

N 
A 
(4) 
(4) 

Final 
ctetermtnatlon 
Commission IT A' 

2 For cases In which the final action was taken by the ITA. the date shown ts the Federal Register notice date of that decision. 
3 The Commission's decisions In the above-referenced cases were pursuant to remand orders from the U.S. Court of International Trade. 
4 Not applicable. 

Date 
of 
final 
actlon2 

1-2-87 
3-11-87 
1-9-87 
1-9-87 
1-9-87 
1-9-87 
1-9-87 
7-14-87 

10-2-87 
11-12-87 
3-20-87 
3-30-87 

3-16-87 
1-28-87 
5-18-87 
2-12-87 

5 Three Investigations covering a variety of products remained suspended In 1987 pending resolution of trade conflicts. For addltlonal details on suspension 
arrangements In place throughout calendar year 1987. see the table Immediately following. 

Source: U.S. International Trade Commission, Office of Economics, Casis Database Information System. 



Table B-20 

Antldumplng orders and findings In effect as of 
Dec. 31, 1987 

Country and commodity 

Argentina: 

Effective date of 
original action, 

Carbon steel wire rod . . . . . . . . . . . . Nov. 23, 1984 
Barbed wire . . . . . . . . . . . . . . . . . . . . . Nov. 13, 1983 

Austral/a: 
Canned bartlett pears . . . . . . . . . . . . Mar. 23, 1973 

Austria: 
Railway track equipment .......... Feb. 17, 1978 

Be/glum: 
Phosphoric acid . . . . . . . . . . . . . • . . . Aug. 20, 1987 
Sugar • • . . . • . • . . . . . . . . . . . . . . . . . . June 13, 1979 
Brazil: 
Disk wheels . • . . . . . . . . . . . . . . . . . . . May 28, 1987 
Orange Juice . . . . . . . . . . . . . . . . . . . • May 5, 1987 
Brass sheet and strip ............ Jan. 12. 1987 
Butt-weld pipe fittings . . . . . . . . . . . . Dec. 7, 1986 
Pipe fittings . . . . . . . .. . . . . . . . . . . . . May 21, 1986 
Construction castings . . . . . . . . . . . . May 9, 1986 

Canada: 
Fresh cut flowers . . . . . . . . . . . . . . . . Mar. 18, 1987 
Brass sheet and strip ............ Jan. 12, 1987 
011 country tubular goods . . . . . . . . . July 16, 1986 
Construction castings . . . . . . . . . . . . Mar. 5, 1986 
Salted codfish . • . . . . . . . . . . . . . . . . . July 8, 1985 
Raspberries . . . . . . . . . . . . . . . . . . . . . June 24, 1985 
Choline chloride . . . . . . . . . . . . . . . . . Nov. 19, 1984 
Sugar and syrups . • . . . . . . . . . . . . . . Apr. 9, 1980 
Paving equipment . . . . . . . . . . . . . . . . Sept. 7, 1977 
Racing plate .................... Feb. 27, 1974 
Elemental sulphur . . . . . . . . . . . . . . . . Dec. 17, 1973 
Pig Iron . • . • . . . . . . . . . . . . . . . . . . . . July 24, 1971 
Steel jacks . . . . • . . . . . . . . . . . . . . . . . Sept. 13, 1966 
Steel bars and shapes . . . . . . . . . . . . Sept. 25, 1964 
Steel reinforcing bars . . . . . . . . . . . . Apr. 21, 1964 

Ch/le: 
Standard carnations . . . . . . . . . . . . . Mar. 20, 1987 
Sodium nitrate . . . . . . . . . . . . . . . . . . Mar. 25, 1983 

China: 
Tapered roller bearings . . . . . . . . . . . June 15, 1987 
Cookware . . • • . • . . . . . . . . . . . . . . . . Dec. 2, 1986 
Candles . . . . . • . . . . . . . . . . . . . . . . . . Aug. 28, 1986 
Construction castings . . . . . . . . . . . . May 9, 1986 
Paint brushes . . . • • . . . . . • . . . . . . . . Feb. 14, 1986 
Barium chloride • . . • . . . . • . . . . . . . . Oct. 17, 1984 
Chloroplcrln . . . . . . . . . . . . . . . . . . . . • Mar. 22, 1984 
Potassium permanganate . • . . . . . • . Jan. 31, 1984 
Shop towel . . . . . . . . . . . . . . . . . . . . . Oct. 4, 1983 
Prlntcloth . . . . . . . . . . . . . . . . . . . . . . . Sept. 16, 1983 

Colomb/a: 
Fresh cut flowers . . . . . . . . . . . . . . . Mar. 18, 1987 

Dominican Republic: 
Portland cement . . . . . . . . . . . . . . . May 4, 1963 

East Germany: 
Urea • . . . . . . . . . . . . • . . . . . . . . . . . . . July 19, 1987 

Ecuador: 
Fresh cut flowers . . . . . . . . . . . . . . . . Mar. 18, 1987 

Fin/and: 
Rayon staple fiber . . . • . • . . . . . . . . . Mar. 21, 1979 

France: 
Brass sheet and strip . . . . . . . . . . . . Mar. 6, 1987 

See footnote at end of table. 

Table B-20-Contlnued 

Antldumplng orders and findings In effect as of 
Dec. 31, 1987 

Country and commodity 

France-Continued: 
Nitrocellulose .................. . 
Sorbltol ....................... . 
Anhydrous sodium metalslllcate .. . 
Sugar ........................ . 
Rayon staple fiber .............. . 
Large power transformers ....... . 

Hong Kong: 
Photo albums .................. . 

Hungary: 
Tapered roller bearings ......... . 

India: 
Pipes and tubes ............... . 
Construction castings ........... . 

Iran: 
Pistachio nuts ................. . 

Israel: 
Phosphoric acid ................ . 
011 country tubular goods ....... . 

/tal't': 
Brass sheet and strip ........... . 
Brass fire protection equipment .. . 
Woodwind pads ................ . 
Strontium nitrate ............... . 
Spun acrylic yarn .............. . 
Rayon staple fiber .............. . 
Pressure sensitive tape ......... . 
Large pow3r transformers ....... . 
Clear sheet glass .............. . 

Japan: 
Tapered roller bearings over 4 In. . 
Fiiament fabric ................ . 
Neoprene laminate ............. . 
Cast-Iron pipe fittings ........... . 
Butt-weld pipe fittings .......... . 
64K dynamic random access 

memory chips 
Cellular mobile telephones ....... . 
Calcium hypochlorlte ........... . 
Cell-site transceivers ........... . 
Titanium sponge ........•....... 
Cyanurlc acid .................. . 
Dlchlorolsocyanurates .......... . 
Trlchlorolsocyanurlc acid ........ . 
Pagers ....................... . 
High powered ampllflers ......... . 
Large electric motors .......... . 
Portable electric typewriters ..... . 
Spun acrylic yarn .............. . 
Steel wire strand ............... . 
Impression fabric .............. . 
Swimming pools ................ . 
Melamlne ..................... . 
Acrylic sheet .................. . 
Tapered roller bearings 4 Inches 

and under 
Birch 3-ply doorsklns ........... . 
Calclum pantothenate .......... . 
Expanded metal ............... . 
Polychloroprene rubber ......... . 
Steel wire rope ................ . 
Synthetic methionine ........... . 
Roller chain ................... . 

See footnote at end of table. 

Effective date of 
original act/on1 

Aug. 10, 1983 
Apr. 9, 1982 
Jan. 7, 1981 
June 13, 1979 
Mar. 21, 1979 
June 14, 1972 

Dec. 16, 1985 

June 19, 1987 

May 12, 1986 
May 9, 1986 

July 17, 1986 

Aug. 19, 1987 
Mar. 6, 1987 

Mar. 6, 1987 
Mar. 1, 1985 
Sept. 21, 1984 
June 25, 1981 
-6.pr. 8, 1980 
June 13, 1979 
Oct. 21, 1977 
June 14, 1972 
Dec. 9, 1971 

Oct. 6, 1987 
Sept. 23, 1987 
July 19, '1987 
July 6, ~987 
Feb. 1'.J, 1987 
June 16, 1986 

Dec. 19, 1985 
Apr. 18, 1985 
Jan. 3, 1985 
Nov. 30, 1984 
Apr. 27, 1984 
Apr. 27, 1984 
Apr. 27, 1984 
Aug. 16, 1983 
July 20, 1982 
Dec. 24, 1980 
May 9, 1980 
Apr. 8, 1980 
Dec. 18, 1978 
May 25, 1978 
Sept. 2, 1977 
Feb. 2, 1977 
Aug. 30, 1976 
Aug. 17, 1976 

Feb. 18, 1976 
Jan. 17, 1974 
Jan. 16, 1974 
Dec. 6, 1973 
Oct. 15, 1973 
July 23, 1973 
Apr. 12, 1973 
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Table B-20-Contlnued 
Antldumplng order• and finding• In effect H of 
Dec. 31, 1987 

Country and commodity 

Japan-Continued: 
Bicycle speedometers ......•..... 
Cadmium., .... , ... ,,, ...... , .. . 
Large power transformers .... , , .. 
Flshnettlng ...................•.. 
Ferrite cores ................... . 
Televlslon receiving sets .........• 
Tuners ......•...........•...... 
Kenya: 
Standard carnations ....•........ 
Korea: 
Stainless steel cookware ......... . 
Brass sheet and strip ......•..... 
Pipe fittings .................•... 
Photo albums .................. . 
Televlslon receiving sets ......... . 

Mexico: 
Fresh cut flowers ............... . 
Cookware ..................... . 
Elemental sulphur , .............. . 
Netherlands: Animal glue ........ . 
New Zealand: Brazing copper 

wire and rod 

Romania: 

Effective date of 
original action' 

Nov. 22, 1972 
Aug. 4, 1972 
June 14, 1972 
June 9, 1972 
Mar. 13, 1971 
Mar. 10, 1971 
Dec. 12, 1970 

Apr. 23, 1987 

Jan. 20, 1987 
Jan. 12, 1987 
May 23, 1986 
Dec. 16, 1985 
Apr. 30, 1984 

Apr. 23, 1987 
Dec. 2, 1986 
June 28, 1972 
Dec. 22, 1977 
Dec. 4, 1985 

Urea • . . . . . . . . . . . . . . . . . . . . . . . . . . July 4, 1987 
Tapered roller bearings ....... , ... June 19, 1987 
Singapore: 
Rectangular pipes and tubes . . . . . . Nov. 14, 1986 
South Africa: 
Brazing copper wire rod . . . . . . . . . . Jan. 29, 1986 
Sweden: 
Seamless stalnleBB steel hollow Dec. 3, 1987 

products .....•................ 
BraBB sheet and strip . . . . . . . . . . . . Mar. 6, 1987 
Staples . . . . . . . . . . . . . . . . . • . . . . . . . Dec. 20, 1983 
Staplers . . . . . . . . . . . • . . . . . . . . . . . . Dec. 20, 1983 
Animal glue . . . . . • . . . . . . . . . . . . . . . Dec. 22, 1977 
StalnleBB steel plate . . . . . . . . . . . . . . June 8, 1973 
Taiwan: 
Stainless steel cookware . . . . . . . . . . Jan. 20, 1987 
Cookware • . . . . . . . . . . . . . • . . . . . . . Dec. 2, 1986 
011 country tubular goods . . . . . . . . . June 18, 1986 
Pipe fittings . . . . . . . . . . . . . . . . . . . . . May 23, 1986 
Circular pipes and tubes . . . . . . • . . . May 7, 1984 
Televlslon receiving sets .......... Apr. 30, 1984 
Fireplace mesh panels . . . • . . . . . . . June 7, 1982 
Carbon steel plate . . . . . . . . . . . . . . . June 13, 1979 
Polyvlnylchlorlde sheet and fllm . . . . June 30, 1978 
Clear sheet glaBB . . • . . . . . . . . . . . . . Aug. 21, 1971 
Thal/and: 
Pipe fittings . . . • . . . . . . . . . . . . . . . . . Aug. 20, 1987 
Circular welded pipes and tubes . . . Mar. 11 , 1986 
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Table B-20-Contlnued 
Antldumplng order• and finding• In effect H of 
Dec. 31, 1987 

Country and commodity 

Trinidad and Tobago: 

Effective date of 
original action' 

Carbon steel wire rods . • . . . . . . . . . Nov. 16, 1983 
Turkey: 
Aspirin • . . • . . . . . . . . . . . . . . . . . • . . Aug. 25, 1987 
Pipes and tubes . . . . . . • . . . . . . . . . May 15, 1986 
United Kingdom: 
Crankshafts .. . .. .. . .. .. . .. .. .. . Sept. 21. 1987 
Diamond tips . . . . . . . . . . . . . . . . . . . Apr. 1 , 1972 
U.S.S.R.: 
Urea . , , ...... , , . . . . . . . . . . . . . . . July 14, 1987 
Titanium sponge . . . . . . . . . . . . . . . . Aug. 28, 1968 
West Germany: 
Crankshafts . . . . . . . . . . . . . . . . . . . . Sept. 23, 1987 
Brass sheet and strip . . . . . . . . . . . . Mar. 6, 1977 
Barium carbonate . . . . . . . . . . . . . . . June 25, 1981 
Sugar . . • . . . . . . . . . . . . . . . . . . . . . . June 13, 1979 
Animal glue . . . . . . . . . . . . . . . . . . . . Dec. 22, 1977 
Drycleanlng machinery . . . . . . . . . . . Nov. 2, 1972 
Yugoslav/a: 
Tapered roller bearings . . . . . . . . . . Aug. 14, 1987 
Animal glue .. .. .. .. .. .. .. .. .. .. Dec. 22 , 1977 
Revocations In 1987: 

Japan: 
Jackets and plies 

Korea: 
Jackets and plies 
Taiwan: 
Bicycle tires and tubes .......... . 
Suspension agreements In effect: 

Canada: 

May 21, 1986 

May 21, 1986 

June 12, 1984 

Sheet plllng . . .. .. . . . . . . .. . . . . . . Sept. 14. 1982 
Hungary: 
Truck trafler axles . . . . . . . . . . . . . . . Jan. 4, 1982 
Japan: 
Erasable programmable read- Aug. 1, 1986 

only memory chips 
265K dynamic random access Aug. 1, 1986 

memory chips 
Small motors .. .. . .. .. .. .. .. .. .. Nov. 6, 1980 

' The U.S. Department of Commerce conducts a peri
odic m1~lew of outstanding antldumplng duty orders and 
susper,1sion agreements, upon request, to determine If 
the amount of the net margin of underaolllng has 
chan1;1ed. If a change has occurred, the Imposed an
tldumr-lng duties are adjusted accordingly. The results 
of the periodic review must be published together with 
a formal notice of any antldumplng duty to be as
sessed, estimated duty to be deposited, or Investiga
tion to be resumed. 
Source: U.S. Department of Commerce, lnternatlonal 
Trade Administration. 
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Table B-21 

Countervalllng duty CHH active In 1117, fll•d under authority of Hc. 303 or tltl• VII of the Tariff Act of 1130, by flnal outcome and by UBITC 
Investigation numbers. 

(Code used for outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T)) 

USITC 
Investigation 
No. 

(4) 
(4) 
(4) 
701-T A-2241 

701-TA-267 
701-TA-268 
701-TA-270 
701-TA-271 
701-TA-275 
701-TA-276 
701-TA-278 
701-TA-283 
701-TA-286 
303-TA-18 7 

701-TA-272 
701-TA-277 
701-TA-280 
701-TA-281 
303-TA-17 7 

(4) 
(4) 
701-TA-282 

701-TA-249-1 1 

701-TA-274 
701-TA-279 
701-T A-2848 

701-TA-285 

(4) 
(4) 
(4) 
701-TA-210 II 

701-TA-211 11 

701-TA-287 

Product 
description 

Country 
of origin 

Date 
orig Ina/ 
petition 
llled1 

Affirmative 
Steel wire nails .........••........•......•.• New Zealand 5-18-87 
Steel wire nalle •.•..••..•..•.••••••.....•..• Thailand 5-18-87 
Miniature carnation• • • . • . . . • • . . • • . • • • • • . . • . • • Ecuador 6-17-86 
Live swine and pork ......................... Canada 11-2-84 
Top-of-the-stove 1talnle&1 steel cookware ...... Korea 1-21-86 
Top-of-the-stove 1talnle&1 steel cookware .••..• Taiwan 1-21-86 
Bra&1 sheet and strip •..•........•.......... France 3-10-86 
OH country tubular goods .................... Israel 3-12-86 
Fresh cut flowers • . • . . . • . . . . • . . . . . . • • . . . . . . . Canada 5-21-86 
Fresh cut flowers .•..•...................... Chile 5-21-86 
Fresh cut flowers •.•...•.••••.......••..•.•. Netherlands 5-21-86 
AcetylsallcyUc acid .........•................ Turkey 10-31-86 
lndustrlal phosphoric acid ..•..•..•...•....... Israel 11-5-86 
Fresh cut flowers .•..•...................... Peru 5-21-86 

Negative 
Window operators . . . . . . • . . . . . • . . . . • . • . . . . . . . El Salvador 3-19-86 
Fresh cut flowers . • . . • . • . • . • • . . • . . . . . . • . . . . . Israel 5-21-86 
Paint filters •.......................•....... Brazll 7-15-86 
StalnleH steel hollow products ...•............ Sweden 9-4-86 
Fresh cut flowers ........................... Kenya 5-21-86 

Su1pended1 

Miniature carnations . . . . . . . . . . . . . . . . . . . . . . . . . Costa Rica 6-17-86 
Miniature carnations ......................... Colombia 6-17-86 
Forged steel crankshafts ........•............ Brazll 10-9-86 

Terminated 
Light-Iron castings .......................... Brazll 5-15-85 
Softwood lumber ............................ Canada 5-19-86 
Porcelain-on-steel cookware . • . . . • . . . • . . . . . . . . Spain 6-30-86 
Bicycle tires and tubes ...................... Korea 10-23-86 
Industrial phosphoric acid . . . . . . . . . • . . . . . . . . . . Belgium 11-5-86 

In Progrea11 

Circular welded carbon steel pipe and tube .... Iran 8-24-87 
Carbon steel wire rod ..•.........•.......... Malaysia 9-30-87 
Carbon steel wire rod ............•.......... Singapore 11-18-87 
Table wine ....•.......•........••.•........ France 1-27-84 
Table wine ................................. Italy 1-27-84 
Electrical conductor aluminum redraw rod .•.... Venezuela 7-14-87 

See footnotes at end of table. 

/ ,: .. 

Pre/Im/nary 
determination 
Commission IT A1 

(ti) A 
(ti) A 
(ti) A 
A A 
A N 
A N 
A A 
A A 
A A 
A N 
A A 
A A 
A A 
A A 

A A 
A A 
A N 
A A 
A N 

(ti) A 
(ti) A 
A A 

A A 
A A 
A N 
(ti) (ti) 
A A 

(ti) A 
(ti) (ti) 
(ti) (ti) 
A (ti) 
A (ti) 
A A 

Fina/ 
determination 
Commission IT A2 

(ti) A 
(ti) A 
(ti) A 
A A 
A A 
A A 
A A 
A A 
p A 
A A 
p A 
A A 
A A 
p A 

N A 
N A 

N 
N A 
(ti) N 

(ti) A 
(ti) A 
A A 

T A 
T T 
(ti) T 
T A 
T N 

(ti) (ti) 
(ti) (ti) 
(ti) (ti) 
(ti) (ti) 
(ti) (ti) 
(ti) (ti) 

Date 
of 
final 
action' 

10-5-87 
10-5-87 
1-5-87 
9-15-87 
1-9-87 
1-9-87 
2-19-87 
2-20-87 
3-5-87 
3-5-87 
3-5-87 
8-11-87 
8-12-87 
4-9-87 

1-2-87 
3-5-87 
5-21-87 
4-3-87 
3-25-87 

8-25-87 
8-25-87 
11-24-87 

8-6-87 
1-7-87 
1-30-87 
1-13-87 
7-17-87 

(ti) 
(ti) 
(ti) 
(ti) 
(ti) 
(ti) 



tr:I 
I w 

0 

Table B-21-Contlnued 

Countervalllng duty cases active In 1987, flled under authority of sec. 303 or tltle VII of the Tariff Act of 1930, by flnal outcome and by USITC 
Investigation numbers. 

US/TC 
Investigation 
No. 

701-TA-288 
701-TA-289 

(Code used for outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (SI Terminated (T)) 

Product 
description 

Country 
of origin 

Date 
original 
petition 
I/led' 

In progress-Continued 
Granite .......... , ....... , ................. Italy 7-28-87 
Granite .......................•...... , ..... Spain 7-28-87 

Pre/Im/nary 
determination 
Commission IT AZ 

A 
A 

N 
A 

Final 
determination 
Commission IT AZ 

Date 
of 
final 
actlon3 

' The date of the Federal Register notice announcing the Initiation of the Investigation by the Department of Commerce Is llsted for cases In which no petition Is 
flled with the Commission. 
z U.S. Department of Commerce, International Trade Administration (ITA). 
3 For cases In which the final action was taken by the ITA. the date shown Is the Federal Register notice date of that decision. 
•Cases Involving Imports from countries not entitled to a material Injury test under U.S. countervalllng duty statutes do not come before the Commission and 
therefore have no Commission case numbers or determinations. 
& Not applicable. 
e The Commission's decisions In the above-referenced cases were pursuant to remand orders from the U.S. Court of International Trade. 
7 The Commission does conduct an Injury test on Imports from countries not otherwise entitled to this test If the subject Imports enter the United States duty 
free. The legislative basis for these determinations Is contained In certain provisions under sec. 303 ( 19 U. S, C. 1303) . 
e The Department of Commerce terminated the above-referenced Investigations through suspension arrangements agreed upon In lieu of full prosecution on the 
Issue of subsidization. Commerce's action-based on assurances from the Governments of Costa Rica, Colombia. and Brazil that each would renounce subsidy 
benefits-was taken notwithstanding the completion of proceedings with respect to each of the above-mentioned Investigations. Countervalllng-duty orders will be 
Issued Immediately If conditions of the Agreements are not met. 
9 21 Investigations covering a variety of products remained suspended In 1987 pending resolution of trade conflicts. For additional details on suspension 
arrangements in place throughout calendar year 1987, see the table Immediately following. 

Note.-The International Trade Commission conducts preliminary and final Investigations under sec. 701 If the Imports originate In a country that has signed the 
International Subsidies Code or undertaken comparable obligations. Slmllarly, It conducts preliminary and final Investigations under sec. 303 If the Imports enter 
the United States free of duty and the International obligations of the United States so require. Most of the major free-world trading nations have signed the 
Code. With respect to dutiable Imports from those countries that have neither signed the Code nor undertaken substantially equivalent obligations, countervalllng 
duties may be Imposed after an affirmative finding by the Department of Commerce under sec. 303 of the Tariff Act of 1930 without an Injury Investigation by the 
International Trade Commission. Exceptions are granted In Instances In which the exporting country becomes a signatory to the Code or to an equivalent 
agreement during the pendency of the Investigation. 

Source: U.S. International Trade Commission, Office of Economics, Casis Database Information System. 



T•ble B-22 
Counterv•lllng duty order1 •nd finding• In effect 
•• of Dec. 31, 1187 

Country and commodity 

Argentina: 

Effective date of 
original action' 

Textll11 and apparel ••••••••. , ••• Mar. 12, 1985 
OH country tubular goods • • • . • . . • . Nov. 22, 1984 
Cold-rolled 1teel 1heet • • • • . . • • • • . Apr. 28, 1984 
Footwear ••••••••••••••••.••..•• Jan. 17, 1979 
Wool • • • • • • • • • • • • • • • • • • • • . • • • • • • Apr. 4, 1983 
Leather wearing apparel • • • . • • • . • . Mar. 17, 1983 
Woolen garment• ••••••••••••.••• Nov. 18, 1978 
Brazil: 
Bra88 sheet and strip ••••.•.••••• Jan. 8, 1987 
Ca1tlngs • . • • • • • • • • • • • • • • • • • • • . • May 15, 1986 
Agrlcultural tlllage tools • • • • • • . . . • . Oct. 22, 1985 
Pig Iron • • • • • • . • • • • . • • • • • • • • . • . . Apr. 4, 1980 
Cotton yam..................... Mar. 15, 1977 
Scissors and shears • • • • • • . • • • • • • Feb. 11, 1977 
Certain castor oll products . • • . . . . . Mar. 16, 1976 
Canada: 
Standard carnations . . • . • • . • . . . . . Mar. 12, 1987 
011 country tubular goods • • • • . . . . . Jun. 16, 1986 
Groundflsh • • • • • . . . • . . • . • • • • . . . . . May 15, 1986 
Live swine • . . • . . • . . . • • • . . . . . . . . • Aug. 15, 1985 
Chile: 
Standard carnations •.•..•..•.•.• Mar. 19, 1987 
Ecuador: 
Fresh cut flowers • • • . • . . . . . . . . . . . Jan. 13, 1987 
European Communlty'l: 
Sugar .......................... July 31, 1978 
France: 
Bra88 sheet and strip . . . . • . . . . . • . Mar. 6, 1987 
Nltrocellulose ................... Mar. 22, 1983 
India: 
Certain Iron-metal castings . . • • • • . Oct. 6, 1980 
Certain fasteners . . . . • • • • • . • . • . . . July 21 , 1980 
Iran: 
Roasted pistachios . . • . . . . . . . . . . . . Oct. 7, 1986 
Pistachios (nonroasted) ........•. Apr. 11, 1986. 
Israel: 
Industrial phosphoric acid ........ . 
OH country tubular goods .....•... 
Fresh cut roses •••.•...•........ 
Italy: 
Forged undercarriages . , •........ 
Korea: 
Offshore platforms 

Mexico: 
Porcelain cookware ..•......•.... 
Textlle mlll products .....•.•..... 
Auto glass ......•..••....•...... 
Lime •.••....................... 
Bars, rebars, and shapes •.••.•... 
Bricks ..•.... , .... ,,, .......... . 
Portland hydraullc cement and 

cement cllnker 
Carbon black .•.•.••..•...•...... 
Iron-metal castings , . , .......... . 
Toy balloons and playballs ....... . 
Lltharge, red lead, and lead 

stablllzers 
Ceramic tile ....•..•........••.. 
Leather wearing apparel .•........ 

See footnote at end of table. 

Aug. 19, 1987 
Mar. 6, 1987 
Sept, 4, 1980 

Jan. 4, 1984 

May 21, 1986 

Dec. 12, 1986 
Mar. 18, 1985 
Jan. 14, 1985 
Sept. 11, 1984 
Aug. 17, 1984 
May 8, 1984 
Sept. 21, 1983 

June 20, 1983 
Mar. 2, 1983 
Dec. 27, 1982 
Dec. 6, 1982 

May 10, 1982 
Apr. 10, 1981 

T•ble B-22-Contlnued 
Counterv•lllng duty ordere •nd findings In effect 
H of Dec. 31, 1187 

Country and commodity 

Netherlands: 
Standard 

chrysanthemums 

New Zealand: 
Steel wire nails 

New Zealand: 
Steel wire nails ••.•••••...•.•••• 
Steel wire •.•••.•••••..••.•.•••. 
Copper rod and wire .•...•••.... 
Carbon steel wire rod ..•.•..•.... 
Lamb meat •.•..•......•....... 
Copper rod and wire ..•••.•....• 

Pakistan: 
Cotton shop towels ....•.•....•.. 

Peru: 
Pompom chrysanthemums ....•.. 
Rebars ....••••.•...•.••......• 
Textiles and apparel .••.•..•..... 
Cotton sheeting and sateen ..... . 
Cotton yarn ..•.......•......... 

Philippines: 
Canned tuna ...•.•........•.... 
Saudi Arabia: 
Carbon steel wire rod ...•........ 

South Africa: 
Ferrochrome ..............•.... 

Spain: 
Stalnless steel wire rod ......... . 
Sri Lanka: 
Textiles and apparel ............ . 

Sweden: 
Certain carbon steel •............ 
Viscose rayon staple fiber ....... . 

Taiwan: 
Stainless steel cookware ........ . 
Thailand: 
Steel wire nails ................ . 
Rice ...•....................... 
Pipes and tubes ............... . 
Certain apparel ................ . 
Turkey: 
Acetylsallcyllc acid (aspirin) ..... . 
Pipe and tube ................. . 
United Kingdom: 
Stainless steel plate ............ . 
Uruguay: 
Leather wearing apparel ...... , .. 
Zimbabwe: 
Wire rod ...................... . 

Revocations In 1987: 

Korea: 
Bicycle tires and tubes .......... . 
Spain: 
Carbon steel wire rod ........... . 

Effective date of 
original actlon1 

Mar. 12, 1987 

Oct. 5, 1987 

Oct. 5, 1987 
Aug. 5, 1987 
Aug. 5, 1987 
Apr. 7, 198 
Sept. 17, 1985 
Aug. 5, 1985 

Mar. 9, 1984 

Apr. 23, 1987 
Nov. 27, 1985 
Mar. 12, 1985 
Feb. 1, 1983 
Feb. 1, 1983 

Oct. 30, 1983 

Feb. 3, 1986 

Mar. 11, 1981 

Jan. 3, 1983 

Mar. 12, 1985 

Oct. 11 , 1985 
May 15, 1979 

Jan. 20, 1987 

Oct. 2, 1987 
Apr. 10, 1986 
Aug. 14, 1985 
Mar. 12, 1985 

Aug. 25, 1987 
Apr. 7, 1986. 

June 23, 1983 

July 17, 1982 

Aug. 15, 1987 

Oct. 6, 1983 

Dec. 10, 1984 
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See footnote at end of table. 

Table B-22-Contlnued 
Countervalllng duty orders and findings In effect 
aa of Dec. 31, 1987 

Country and commodity 
Effective date of 
original act/on1 

Suspension agreement a In effect: 

Argentina: 
Carbon steel wire rod . . . . . • • . . . . . Sept. 27, 1982 
Braz//: 
Forged crankshafts . . . • . . . . . . . . . . July 28, 1987 
Tool steel products . . . . . . . . . . . . . . Mar. 21, 1983 
Orange juice . • . . . . . . . . . . . . . . . . . . Mar. 4, 1983 
Stainless steel products . . . . . . . • . . Feb. 2, 1983 

Canada: 
Red raspberries . . . . . . . . . . . . . . . . . Jan. 9. 1986 
Colombia: 
Miniature carnations .....•....... Jan. 13, 1987 
Textiles and apparel . . • . . • . . • . • . . Mar. 12, 1985 
Cut flowers . • . . . . . . . . . . . . . . . . . . . Jan. 12, 1983 
Leather wearing apparel . . . . . . . . . . Apr. 2. 1981 
Costa Rica: 
Fresh cut flowers . . . . . . . . . . . . . . . . Jan. 3, 1987 
Cement . . . . . . . . . . . . . . . . . . . . . . . . Dec. 4, 1984 
European Communltytl: 
Sodium gluconate . . . . . . . . . . . . . . . . Nov. 30, 1981 
Mexico 
Float glass . . . . . . . . . . . . . . . . . . . . . Feb. 28, 1984 
Polypropylene yarn............... Feb. 7. 1983 
Polypropylene fllm . . . . . . . . . . . . . . . Dec. 7, 1982 
Pectin .. .. .. . .. .. .. .. .. .. .. .. .. . Dec. 7, 1982 
Peru: 
Shop towels . . . . . • . . . . . . . . . . . . . . Sept. 12, 1984 
Singapore: 
Compressors . . . . . . . . . . . . . . . . . . . Nov. 7, 1983 
Thailand: 
Textiles ........................ Mar. 12, 1985 
Float glass . . . . . . . . . . . . . . . . . . . . . Feb. 28, 1984 
Polypropylene yarn . . . . . . . . . . . . . . . Feb. 7, 1983 
Polypropylene fllm . . . . . . . . . . . . . . . Dec. 7, 1982 
Pectin .. .. .. . .. .. .. .. .. .. .. .. .. . Dec. 7, 1982 

1 The U.S. Department of Commerce conducts a peri
odic review of outstanding countervalllng duty orders 
and suspension agreements, upon request. to deter
mine If the amount of the net subsidy has chan~ed. If 
a change has occurred, the Imposed countervalllng 
duties are adjusted accordingly. 
2 Includes Belgium, Denmark, France, Ireland, Italy, 
the United Kingdom, West Germany, Luxembourg, the 
Netherlands, and Greece. 
Source: U.S. Department of Commerce, International 
Trade Administration. 
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Table B-23 
Sec. 337 Investigation• completed by the U.S. lntematlonal Trade CommlHlon during 1187 and those pending on Dec. 31, 1987 

Status of 
Investigation 

Completed: 

Article Country Commission determination 

337-TA-237 ... Miniature hacksaws ........................................ Taiwan, Hong Kong ........ . IHued general 
excluslon order 
and 5 cease 

337-TA-241 

337-TA-242 
337-TA-243 
337-TA-244 

337-TA-245 

337-TA-247 
337-TA-248 
337-TA-250 

337-TA-251 
337-TA-252 

337-TA-255 

337-TA-257 

337-TA-258 
337-TA-259 
337-TA-260 
337-TA-262 
337-TA-263 
337-TA-265 

337-TA-269 
337-TA-272 

Pending: 
337-TA-253 
337-TA-254 
337-TA-256 

Prefabricated bow forms ••...•••.••••..•.•.•...••...••..••.. 

Dynamic random access memory chips ...................... . 
Luggage products .•••.•...•..•..•••.•...•....••.••....•..• 
Insulated security chests •...•...••••.••.......••••.•.•.•..•• 

Phlllpplnes. Italy, 
Hong Kong, Taiwan 

Japan .................... . 
Taiwan, Korea •...••...•••. 
Taiwan .••.•.....•••..••.•. 

Low-nltrosamlne trtfluraHn herbicides . • . . .. .. . . . .. . . .. . • • . . . .. . Israel, Italy ............... . 

Sickle guards . • . . . . • • . . . . • • • . . . • . . . . . . . . . . . . . . . . • • . . • . . • . . • England, West Germany ..••. 
Plastlc fasteners • • • • . • • • • • . . • . • . • . • • . • • . . . • • • . . . . . . • • • . . • . . Korea ...•....•...•......•. 
VentHated motorcycle helmets . . . • . . . . • • . . . • . . . . . . . . . • • . . . . • . Japan .•.....•...••........ 

Electronlc chromatogram analyzers . • • . . • • . • . . . . . • • • . • . . • . . . . Japan .•••....•.....•.••..• 
Heavy-duty mobHe scrap shears . • . . . . . • • . . . . . . . . . . . . • . . . . . . . England ..•..•....•...••... 

Garment hangars • . • • • . • . • . . . . . • • . . • . . • . . • • . . . . • . • . . . . • . . . . Hong Kong, Taiwan, 
Brazll. 

Electronlc waH stud finders . . . • . . . . • . . . . • . • . . . • . . . . . . . . . • . . . . Hong Kong .....•.........• 

and desist orders. 
No vlolatlon. 

Limited excluslon order. 
No vlolatlon. 
Terminated on basis of settlement 

agreement for 1 respondent, rest of 
respondents complalnt wlthdrawr1. 

Terminated on basis of consent order and 
settlement agreements. 

No violation. 
No vlolatlon. 
Terminated on basis of settlement 

agreement. 
No violation. 
Terminated on basis of Motion for Summary 

Determination. 
No violation. 

Terminated on basts of consent order 
agreements. 

Moldable/extrudable polyetheresteramlde copolymers .........•. 
Battery-powered smoke detectors ...•...................•... 
Feathered fur coats and pelts ...............•.....•.•....... 

West Germany ....•........ Complaint withdrawn. 

Hard-sided molded luggage ................................ . 
Office filing cabinets ...........•...•...............•....... 
Dental prophylaxis methods .........................•....... 

Hong Kong, Canada ........ Complaint withdrawn. 
Korea, Greece, China ....... General exclusion order. 
Taiwan ......•.....•.....•. No violation. 
None named In notice . . • . . . . (') 
France, Switzerland Terminated on basts of settlement 

Brazll, Israel agreements for 7 respondents and 
West Germany. remaining respondents terminated with 

prejudice. 
Picture-In-a-picture video add-on products ............•....... Hong Kong ...•............ Terminated with prejudice. 
Electronic chime modules . . . . . . . . . . . . . . . . . . . • . . . . . . . • . . . . . . . Canada . . . . . . . . . . . . . . . . • • . (1) 

Electrically resistive monocomponent toner . . . . . . • . . . . • . . . . . . . . Japan ••...••.............. 
SmaH aluminum flashllghts .....•...•.•....................... Hong Kong, Taiwan •........ 
Cryogenic ultramlcrotome apparatus ......................... Austria, England ••.......... 

(') 
No vlolatlon. 
Investigation suspended during 

pendency of patent reexamination 
proceeding at U.S. Patent and 
Trademark Office. 

337-TA-261 ... Ink jet printers employing soHd Ink ............................ Japan .................... . (1) 

See footnote at end of tabla. 



Table B-23-Contlnued 
Sec. 337 lnvHtlgatlon1 completed by the U.S. International Trade Comml11lon during 1987 and thoH pending on Dec. 31, 1987 

Status of 
Investigation Article 

Pending-continued: 
337-TA-264 MaH extraction desks • , •••••..•••••••••.••.•.••.•••••••..••• 
337-T A-266 Certain reclosable plastic bags ............................. . 

337-TA-267 

337-TA-268 
337-TA-270 
337-TA-271 
337-TA-273 

337-TA-274 

337-TA-275 
337-TA-276 
337-TA-277 
337-TA-278 

' Not applcable. 

Mlnoxldll powder, salts and compositions for use In hair •......•. 
treatment. 

High-Intensity retroreftectlve sheeting ........................ . 
Noncontact tonometers •••.•••••••.••••.••••••.•.•.••.•••••• 
Buoyant metalized balloons •.•••.••••••••••••••••.••••••.••• 
CeNular moblle telephones and subaHembles •••••••••••••..•.• 

Toggle clamps for clamping, flxturlng, proce11lng orlglnal-
equlpment manufacturing. 

Nonwoven gas titer elements •.••••.••••••.••••.••••••••••••• 
Erasable programmable read only memories (EPROM's) •..••••• 
Marine automatic pilots •••••••••••••.••••••••.••.••••••..... 
Programmable digital clock thermostats .••••••••.•.•••••.••••• 

Source: U.S. International Trade Commission, Office of Unfair Import Investigations. 

Country 

West Germany 
Singapore, Taiwan, 

Korea, Thalland, 
Hong Kong, Malaysla. 

Austria, Canada Finland, 
Italy, Mexico, Switzerland. 

Commission determ/natlor; 

(') 
Hearing held for permanent excluslon 

order. 

I' I 

Japan •••.•••.•••.••••••... ('I 
Japan, United Kingdom • • . . • . ('I 
Korea ••••...•••••••...•••• (1) 

Canada, Korea, ........... (1) 

Hong Kong 
Taiwan ••..•.••••.•..•.•.•. ('I 

Holand •••••••••.••.••••.•• (1) 

Korea •••••••••••..••••••.• (') 
None named In notice . . • • . • . ('I 
Hong Kong •••••••••••••..• ('I 

i ; •' 
! '; 



Table B-24 

Outatendlng He. 337 exclualon order• H of Dec. 31, 1987 

Investigation 
No. 

337-TA-2 ••••• 
337-TA-24 
337-TA-30 
337-TA-39 
337-TA-42 
337-TA-44 
337-TA-47 
337-TA-55 
337-TA-56 
337-TA-59 
337-TA-62 
337-TA-69 
337-TA-74 

337-TA-83 
337-TA-87 

337-TA-88 

337-TA-90 
337-TA-105 

337-TA-110 
337-TA-112 
337-TA-114 

337-TA-118 
337-TA-120 
337-TA-137 
337-TA-139 
337-TA-140 

337-TA-143 
337-TA-146 
337-TA-148 

/169 
337-TA-152 
337-TA-161 
337-TA-167 
337-TA-170 

Article 

Certain convertible game tables and components thereof ..•.•••..••• 
Certain exercising devices ...•••.•••....•..••.•••..•....•.•..•.• 
Certain display devices for photographs and the llke •.....••.•.•••.. 
Certain luggage products ...••.••.....•••..•.•....•....•......•. 
Certain electrlc slow cookers ••..••...•..•.••.....•.••......••••. 
Certain roller units .••••..•••..••.......•.•...........•.......•. 
Certain flexlble foam sandals .•..•....••.•.••.....•••..........•• 
Certain novelty glasses ....••••.........•...•.........•........• 
Certain thermometer sheath packages ...................•........ 
Certain pump-top Insulated containers ...........••.........•..... 
Certain rotary scraping tools ..•..•••.•.........••............•.• 
Certain airtight cast-Iron stoves .......••.•..•.......••........... 
Certain rotatable photograph and card display units and 

components thereof. 
Certain adjustable window shades and components thereof ......•... 
Certain coin-operated audio-visual games and components 

thereof. 
Certain spring assemblles and components thereof, methods of 

their manufacture. 
Certain airless paint spray pumps ............................... . 
Certain coin-operated audiovisual games and components 

thereof. 
Certain methods for extruding plastic tubing ...................... . 
Certain cube puzzles .......................................... . 
Certain miniature plug-In blade fuses ............................ . 

Certain sneakers with fabric uppers and rubber soles .............. . 
Certain slllca-coated lead chromate pigments ..................... . 
Certain heavy-duty staple gun tackers ........................... . 
Certain caulking guns .......................................... . 
Certain personal computers and components thereof ..............• 

Certain amorphous metal alloys and amorphous metal articles ...... . 
Certain canape makers ........................................ . 
Certain sausage casings ....................................... . 

Certain plastlc food storage containers ............•......•....... 
Certain trollY wheel assemblies ................................. . 
Certain single handle faucets ................................... . 
Certain bag closure cllps ....................................... . 

See footnote at end of table. 

Country 
Date patent 
expires 

None named In notice: Imports from Taiwan ......•• Jan. 16, 1990 
Hong Kong, Taiwan, Singapore .•......•..•...•••. July 3, 1990 
Hong Kong, Japan • . • • • • • . . . . • . . . • . . . . . . . • . . • • . . Nov. 27, 1990 
Taiwan, Korea ....•.•.••.••...•••........•..... Nov. 2, 1990 
Japan, Hong Kong ..•.........•..•....•....•.•.. Apr. 29, 1992 
Korea, Taiwan ••....•••...•...•••.....•••.•.... May 29, 1994 
Taiwan ........................................ Sept. 7, 1993 
Hong Kong . . . . . . . . . • • • . . • . . . . . . • . . . . . . . • • • . . . . Nonpatent 
Sweden •.•...•.•......••...•..............•..• Jan. 5, 1988 
Korea, Taiwan .•.•.............•••.........•.•. Sept. 12, 1995 
Taiwan .•••........•......•••......••.......... May 25, 1993 
Taiwan, Korea ..............•.......••.•....... Nonpatent 
Hong Kong ...•.•......................•....... Feb. 12, 1991 

Taiwan .•...••..•.............................. Feb. 8, 1994 
Japan • . . . . . . . . . . . . . . . . . . . . . . • . . . . . . • • . . . . . . . . . Nonpatent 

Canada ............................•.......... Jan. 19, 1991 
Feb. 19, 1992 

Italy .......................................... Nov. 30, 1993 
Japan, Taiwan ................................. Dec. 2, 1987 

Taiwan ............................•..........• Patent expired 
Taiwan, Japan, Canada ......................... Nonpatent 
Taiwan •..............•.......................• Sept. 30, 1992: 

Aug. 9, 1994; 
Nov. 8, 1994; 
Dec. 26, 1995. 

Korea . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . Nonpatent. 
Japan ............................. , ...... , .... Feb. 1, 1989 
T alwan • . . . . . . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Nonpatent 
Taiwan, Korea ................................. Mar. 28, 1995 
Taiwan, Hong Kong, Singapore. Switzerland ....... Jan. 23, 1996: 

July 17, 1998. 
Japan, West Germany .....................•.... Sept. 9, 1997 
Taiwan ....................•.................. Mar. 28, 1997 
Spain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • Nonpatent 

Hong Kong, T alwan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Nonpatent 
Korea ........•............•................... Aug. 29, 1995 
Taiwan .•................................•..... Nonpatent 
Israel ...•..................................... Nov. 22, 1999: 

July 26, 2000. 





Table B-24-Contlnued 
Outstanding sec. 337 excluslon orders es of Dec. 31, 1987 

Investigation 
No. 

337-TA-171 
337-TA-174 

337-TA-178 
337-TA-183 
337-TA-184 
337-TA-194 
337-TA-195 
337-TA-196 

337-TA-197 

337-TA-225 
337-TA-229 
337-TA-231 

337-TA-237 
337-TA-242 

337-TA-260 
337-TA-266 

1 Not applicable. 

Article 

Certain glass tempering systems ....•.•...•...•..•.•••....•....•• 
Certain woodworking machines .......•..•....•.....••............ 

Certain vinyl-covered foam blocks •......•..........•......••.•.•• 
Certain lndomethacln ...........•.........•.....•••..........••. 
Certain foam earplugs .••....•.....•.....•.•.........•.......•.. 
Certain aramld fibers ....•..•.•.....•......••......••...•......• 
Certain clolsonne jewelry .••............•............•.•.••.•.... 
Certain apparatus for lnstalllng electrical lines and components 

thereof. 
Certain compound action metal cutting snips and components 

thereof. 
Certain multilevel touch control lighting switches ...........•....... 
Certain nut jewelry and parts thereof •.•..........•..............• 
Certain soft sculpture dolls, popularly known as •cabbage 

patch kids, • related literature, and packaging thereof. 
Certain miniature hacksaws .........•••.•...•....•.•.•.....••... 
Certain dynamic random access memory chips, components 

thereof, and products containing same. 
Certain feathered fur coats and pelts .....•............•.........• 
Certain plastic film with profiles and opening means for bags ....•.... 

Source: U.S. lnternatlonal Trade Commission, Office of Unfair Import Investigations. 

Country 
Date patent 
expires 

Finland • . • . . • • . . . . . • . . • . • • • . . . • . . . . . . • • • . • • • . • . Nov. 30, 1993 
Taiwan, South Africa .......••.......•..••••..... Aug. 28, 1990 

Nov. 13, 1996; 
and 
Mar. 13, 2001. 

Hong Kong •......•.........••........•........ July 7, 1987 
Canada, Italy, Poland, Spain ....••.•....•........ Feb. 16, 1988 
West Germany Sweden, Japan ...•......•..•.... May 21, 1991 
Netherlands ..••.......••.......•.•.....•.•..... Oct. 23, 1990 
Taiwan ...•.•........•.•.......•.....•.....••.• Nonpatent 
Canada .....••.•••...•..••.......•.••.....••.. Oct. 12, 1988; 

Oct. 10, 1989. 
Taiwan .••.•..........•.......••.....•..•...... Nonpatent 

Hong Kong, Taiwan, Canada ...............•.•.. Feb. 6, 1990 
Phlllpplnes, Taiwan .•...•........................ Nonpatent 
None named In notice . . • . . . . . . . . . • . • . . . . . . . . . . . . Nonpatent 

Taiwan, Hong Kong ...........................•. Sept. 4, 1990 
Japan ••.....................•..••............. (1) 

Korea, Greece, China .......•.•.•.•.......•....• (1) 
Singapore, Taiwan, Korea, Thailand, (1) 

Hong Kong, Malaysia. 



Table B-25 
U.S. Import• for conaumptlon of IHdlna GSP-ellglbl• lt•m•, by dHcendlna value of GSP duty-tr•• Import•, 1117 

ase.-atlsl.tb.ta D.uOl. tee.a uad.e.c. ase. 
Mandatory 
and 

Share Share discretionary 
TSUS Total U.S. of total of total Leading competitive-
Item Imports for U.S. el/glble GSP need 

'·Rank No. Description consumption Value Imports Value Imports source exclusions 

1,000 1,000 1,000 1,000 
dollars dollars Percent dollars Percent dollars 

1 685.90 swttchboard panel• ••••.••••••••••••• $2,902,481 $1, 172.829 40.4 $294,044 25.1 Hong Kong $724,286 
2 676.15 AccOllrtlng, computing, and other 2,216,808 1,035,050 48.7 274,082 28.5 Singapore 522,517 

data proce11lng machines. 
1,547, 188 773,548 50.0 3 727.35 Furniture, wood, n.1.p.f •••••••••••••• 243,962 31.5 Mexico 499,397 

4 774.58' Artlcle1 of rubber .••••••••••••••••••• 1,177,068 477,290 40.5 217,112 45.5 Korea 213,601 
5 740.14 Jewelry, n.e.1., of precious metal ••••• 1, 148,222 380, 150 33.2 196,238 51.8 Thailand 143,083 
6 661.20 Air-conditioning machines ••••••••••••• 590,808 269,038 45.5 184,870 68.8 Brazll 49, 150 
7 678.50 Machines, n.e.1 ••.••••••••.•••••••.• 4, 148,345 1,488,489 35.8 177,994 12.0 Singapore 1,214,591 
8 155.20 SUgar, syrup, and mola1111 ••••.••.... 380,363 343,912 90.4 177,038 51.5 Mexico 105,854 
9 884.58 Telephone set• and other terminal 1, 168,882 603,857 51.8 167,468 27.7 Singapore 395, 169 

equipment and parts thereof. 
1,300,790 358,852 27.6 10 724.45 Magnetic recording media ••••••...••.. 16),702 45.1 Hong Kong 178,435 

11 734.20 Game machines ••••••••••••••••••••• 700,386 187,910 26.8 141, 161 75.1 Hong Kong 37,019 
12 734.77 Golf equipment, n.1.p.f ••••••.•••.••.• 222,706 176,672 79.3 137,840 78.0 Taiwan 20,615 
13 712.49 Electrical measuring Instruments ....... 1,745,226 252,403 14.5 131,790 52.2 Taiwan 0 
14 683.32 Electro-mechanical appliances .•.•••..• 323,394 199,869 81.8 127,569 63.8 Taiwan 50,245 
15 740.15 Jewelry, n.1.p.f .•••.•.•.•..•........ 384,948 305,005 79.2 127,023 41.6 Thalland 137,370 
16 676.30 Office machines, n.s.p.f ...•••.•••..•• 6,366,257 1,352,357 21.2 125,225 9.3 Singapore 1,066,305 
17 737.982 Toys and parts .•••••••.••....•..••.• 564.109 415,827 73.7 122,783 29.5 Korea 277,351 
18 685.70 Electric sound or vlsual slgnallng 367,784 201,349 54.7 120,584 59.9 Taiwan 29,268 

apparatus and parts. 
19 791.27 Leather, other than patent ••••........ 146,766 140,202 95.5 118,558 84.6 Dominican 10,082 

20 885.60 Radio navigation parts thereof ..•..••.. 408,009 181,084 44.4 116,528 64.3 
Republic. 

Korea 0 
21 727.11 Furniture of unspun fibrous rattan 175,415 145,968 

materials and parts, n.s.p.f. 
83.2 115,604 79.2 Phlllpplnes 22,210 

22 885.39 Telephone answering machines ......•• 277,445 193,843 69.9 112,880 58.2 Singapore 67,204 
23 685.24 Other trancelvers .•.•...•......•..... 300,464 144,317 48.0 110,286 76.4 Taiwan 0 
24 657.25 Articles of Iron or steel ............... 704,527 253,846 36.0 108,689 42.8 Korea 124,091 
25 740.70 Chains, etc, precious metal .....•.••.. 133,342 132,042 99.0 105,406 79.8 Peru 0 
26 772.51 Pneumatic tires, n. e. s. . •••..•......•. 2,118,630 401,407 18.9 104,387 26.0 Mexico 284,065 
27 534.87 Earthenware or stoneware valued 189,542 110,471 58.3 103,488 93.7 Taiwan 0 

over $10 per dozen articles. 
28 737.30 Stuffed toy animals .................. 769,845 653,621 84.9 101,227 15.5 Taiwan 518,866 

-29 534.94 Nonbone chlnaware or subporcelaln .... 256.122 163,355 63.8 100,542 61.5 Taiwan 47,911 
30 737.40 Toy animals, etc., n.s.p.f. •t t t t t I ti I I 199,235 132,346 66.4 100,484 75.9 Taiwan 22,408 
31 661.35 Refrigerator and refrigerating •...••..•. 384,490 135,552 35.3 96,281 71.0 Korea 28, 127 
·32 107.48 Corned beef In airtight containers. I II I I 99,202 98,268 99.1 94,427 96.1 Argentina 0 
33 660.67 Parts of piston-type engines •........•. 954,377 177,394 18.6 93,983 53.0 Brazli 62,951 

t;J:j 34 692.32 Parts n.s.p.f., of motor vehicles ..•..•. 5,777,044 1, 124,889 19.5 92,930 8.3 Korea 1,022,674 
I 
w See notes at end of table. -..J 



= Table B-25-Contlnued 
I U.S. Import• tor oon1umptlon of IHdlng QBP-ellglble ltem1, by dHcendlng value of QSP duty-trH lmport1, 1117 
~ 
00 

Mandatory 
as.e.-t1.lkl.ll216. au.~ ta:a u.acmc. as.e. and 

Share Share discretionary 
TSUS Total U.S. of total of total Leading competitive-
Item Imports for U.S. e/lglble GSP need 

Rank No. Description consumption Value Imports Value Imports source exclusions 

1,000 1,000 1,000 1,000 
dollars dollars Percent dollars Percent dollars 

35 737.933 Toys having an electric motor •.••.•••• 160,201 116,494 72.7 90,741 77.9 Hong Kong 15,469 
36 688.04 Insulated electrical conductors ••••••••• 229,019 96,341 42.1 90,482 93.9 Mexico 0 
37 727.29 Nonfoldlng chairs of wood other 386,996 259,069 66.9 86,595 33.4 Yugoslavia 169,682 

than teak. 
38 688.18 Other Insulated conductors. • •••••••••• 548,980 393,893 72.0 86, 187 21.9 Taiwan 276,007 
39 732.52 Wheeled goods except skates •••.••••• 161,872 157,062 97.0 83,246 53.0 Taiwan 71,286 
40 618.25 Bars, plates, sheet •••••••.•••••••••. 716,038 88,666 12.4 82,380 92.9 Bahrain 0 
41 680.17 Taps, cocks, valves, etc., of Iron 223, 142 88,291 39.6 82,011 92.9 Korea 0 

or steel. 
42 740.38 Jewelry, and parts ••••..•••.•••.•..•. 191,683 162,470 84.8 81,888 50.4 Korea 77,971 
43 682.60 Generator, motor .•••.....•.....•.... 1,813,255 804,111 44.3 81,392 10.1 Korea 642, 184 
44 772.20 Containers for packing ................ 285,647 130,355 45.6 81,347 62.4 Taiwan 0 
45 654.25 Brass artlcles, wares .•.••.•....•.••.. 159,875 121,235 75.8 80,998 66.8 Taiwan 37,887 
46 676.25 Other office machines ................ 128,468 91,026 70.9 80,462 88.4 Taiwan 0 
47 685.73 Bella, sirens, Indicator panels ......•••. 314,082 144,832 46.1 76,819 53.0 Taiwan 19,398 
48 684.20 Portable electro-thermlc kitchen 157,532 81,681 51.9 76,324 93.4 Hong Kong 0 

and household appliances. 
49 389.61 Artlflclal flowers ..................... 268,058 143,594 53.6 75,954 52.9 Macao 65, 149 
50 727.70 Other furniture and parts n. s. p. f. • ••..• 1, 119,308 426,265 38.1 74,496 17.5 Mexico 345, 128 

Total, above Items ...•...•••..••.•• 47,008, 148 17,486,394 37.2 6, 115,302 35.0 Taiwan 9,595,805 

Total, all GSP Items ..........•..•.••• 134,231,007 42,738,031 31.8 16,298,436 38.1 Taiwan 21,509,351 

1 Prior to July 1, 1987, trade for TSUS Item 774.58 was reported under 774.55 (part). 

• Prior to July 1, 1987, trade for TSUS Item 737.98 was reported under 737 .95 (part). 
3 Prior to July 1, 1987, trade for TSUS Item 737 .93 was reported under 737 ,95 (part). 

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

Source: Compiled from offlclal statistics of the U.S. Department of Commerce. 



Table B-21 
Total U.S. Import• for oon1umptlon and lmpon1 ellglbl• for QSP treatment, by lmpon oategorle1 baaed on th• Standard lntematlonal Trade 
Cla11lfloatlon (SITC), 1117 

G.S.E!:§.tlallllo. Qu.Ot. tc11 u.ad.o.c. G.s.e 
Mandatory 
and 

Share Share discretionary 
Total U.S. of total of total Leading competitive-

SITC Imports for U.S. ellQlble GSP need 
No. Description consumption Value Imports Value Imports source exclusions 

Mii/ions Miiiions Percent Miiiions Percent Miiiions 
of dollars of dollars of dollars of dollars 

00 Live anlrnalt chiefly for food •••••••••••••••••••• 540 0 o.o 0 ,., ,, , 0 
01 Meat and meat preparation• .................... 2,779 112 4.0 105 93.7 Argentina 0 
02 Dairy product• and bird•' egg• •••••••••••••••••• 420 2 0.8 2 91.0 Taiwan 0 
03 Fish, crustacean•, and mollusk• ••••••••••••••••• 5,584 128 2.3 98 78.3 Mexico 0 
04 Cereal• and cereal preparation .................. 593 9 1.5 8 65.7 Mexico 2 
05 Vegetable• and fruit •..•••.••••••.••..•.....••• 4,267 881 15.5 170 25.7 Mexico 396 
06 SUgar, 1ugar preparation•, and honey ••••••••••• 783 483 59.2 278 59.8 Mexico 106 
07 CoffH, tea, cocoa, 1plce1 •••.••••••••••••••••• 4,875 92 2.0 88 93.8 Brazl 0 
08 Feeding stuff for anlrnall ..••.....•..••..•...•.• 208 2 0.9 1 71.7 Argentina 0 
09 Ml1c .. aneou1 edible products ................... 404 117 28.9 106 90.9 Mexico 0 
11 Beverage• ................................... 3,257 281 8.8 70 24.8 Mexico 199 
12 Tobacco and tobacco manUfacturea •••••.••••••• 711 65 9.1 25 38.8 Mexico 0 
21 Hides, skins, and fursklns, raw .................. 300 (I) 0.1 ,., 0.5 Brazl 0 
22 ON seeds and oleaginous fruit ................... 58 1 0.9 (I) 66.8 Turkey 0 
23 Crude rubber (Including synthetic) .••.•••..•••.•• 1, 125 (I) (') ,., 100.0 Mexico 0 
24 Cork and wood ••.•.•.•..•..•.•.•.••..•.••.•••• 3,398 (I) (') (I) 55.6 Brazl 0 
25 Pulp and wastepaper ••••••••• f •••••••••••••• '. 2,088 0 0.0 0 (') (') 0 
26 Textlle fibers and their waste ................... 542 9 1.7 9 95.2 Uruguay 0 
27 Crude fertlllzers and crude mlnerals •..••••••..•.. 721 47 6.5 26 55.1 Mexico 15 
28 Metalllferous ores and metal stones .•..••.•••..•• 2, 170 72 3.3 49 87.6 Mexico 0 
29 Crude animal and vegetable materlals ....•••.•••. 1,070 223 20.8 79 35.7 Taiwan 97 
32 Coal, coke, and briquettes ........... ' ......... 186 0 0.0 0 (') (') 0 
33 Petroleum, petroleum products t t t t I It I I ti I It t I I 39,362 1 (') 1 97.0 Venezuela 0 
34 Gas, natural and manUfactured I I I I I 111 It II I I I I I 2,497 0 0.0 0 (') (') 0 
40 Speclal U. N. category ......................... 21 0 o.o 0 (') (') 0 
41 Animal olls and fats •••.•••.•......••..•.......• 24 1 4.5 1 94.6 Panama 0 
42 Fixed vegetable olls and fats ..•..•.•.....•..••.. 507 39 7.7 38 97.0 BrazH 0 
43 Animal and vegetable olls ...•.....••......•..•.. 32 7 20.4 6 96.7 Phlllpplnes 0 
51 Organic chemicals .•...••.•..•...•....•...•..•. 4,473 241 5.4 193 80.1 Mexico 13 
52 lnllrganlc chemlcals •.....•..••....••...•...•..• 2,859 109 3.8 73 66.9 Mexico 23 
53 Dyeing, tanning, and coloring .•..•..•..•....••.. 1,063 28 2.7 15 54.0 Mexico 8 
54 Medlclnal and pharmaceutlcal products •••........ 2,334 275 11.8 45 16.4 Mexico 167 
55 Essentlal oils and perfume materlals ....•...•.... 961 115 12.0 96 83.1 Taiwan 3 
56 Fertlllzers, manUfactured ........•..••.........• 794 (2) (') (2) 59.8 Braz ff 0 
57 Exploslves and pyrotechnic products •...•..•..•.. 107 2 2.2 2 92.0 Israel 0 
58 Artlflclal resins and plastic ...................... 1,883 415 22.0 218 52.5 Mexico 168 
59 Chemlcal materlals and products ••..•..........• 1,256 128 10.2 99 77.8 BrazH 0 
61 Leather, leather manufactures .............••... 1,054 559 53.1 326 58.2 Ind la 196 
62 Rubber manufactures, n.e.s ....•.•..•..•.•..•.. 2,920 619 21.2 202 32.7 Taiwan 397 

txl 63 Cork and wood manufactures ......•...•........ 2,171 671 30.9 311 46.3 Taiwan 335 
I 
w See notes at end of table. \0 

'''1 ,:: .. 



T•bl• B-28 -Continued 
Tot•I U.S. Import• tor con1umptlon •nd Import• ellglbl• tor GSP trHtment, by Import c•tegorl•• bHed on th• St•nd•rd lntem•tlon•I Tr•d• 
CIHllllC•tlon (SITC)' 1987 

Mandatory 
GS.e.-alkl.llll§ au.CY. tt:ll.o. u.armc G.s.e. and 

Share Share discretionary 
Total U.S. of total of total Leadlna competitive-

SITC Imports for U.S. ellalble GSP need 
No. Description consumption Value Imports Value Imports source exclusions 

Mii/ions Mii/ions Percent Mii/ions Percent Mii/ions 
of dollars of dollars of dollars of dollars 

64 Paper, paperboard, and artlcle .................. 7,380 486 6.6 285 58.6 Mexico 171 
65 TextHe yarn, fabrics, made-up ••••.••••••••••••• 6,073 217 3.6 109 50.2 Korea 91 
66 Nonmetallic mineral manufactures .•••••••••.•••• 8,907 966 10.8 695 71.9 Taiwan 164 
67 Iron and steel •••••••••••••••••••.••..••••••••• 9,000 191 2.1 119 62.1 Taiwan 64 
68 Nonferrous metals ............................ 7,644 678 8.6 289 42.6 Mexico 359 
69 Manufactures of metal, n.e.s ••••••••.••.•••.••• 8,073 2,383 29.5 1,283 53.8 Taiwan 865 
71 Power generating machinery .................... 9,688 1,551 16.0 366 23.6 Brazl 1,025 
72 Machln~peclallzed for particular Industries .•••. 11,461 559 4.9 261 46.7 Taiwan 211 
73 Metalw g machinery ........................ 3,022 227 7.5 109 47.8 Taiwan 101 
74 General Industrial machinery .................... 10,416 1,816 17.4 786 4S.3 Taiwan 715 
75 Office machines and automatic data 18,401 2,874 15.6 536 18.7 Singapore 1,862 

proce11lng equipment. 
76 Telecommunlcatlons and sound ................. 19,824 4,859 24.5 1,211 24.9 Singapore 3,010 
77 Electrical machinery, apparatus .•••.•••••••••••• 24. 194 6,523 27.0 1,809 27.7 Taiwan 3,729 
78 Road vehicles ••••••••••••••••••••••••..•.••••. 74,417 1,241 1.7 148 11.9 Korea 1,066 
79 Other transport equipment ..................... 5,687 268 4.7 75 28.2 Taiwan 159 
81 Sanitary, plumbing, heating ..................... 781 572 73.3 253 44.2 Taiwan 298 
82 Furniture and parts thereof ..................... 4,575 2,034 44.5 699 34.4 Mexico 1,276 
83 Travel goods, hangbags ........................ 1,853 48 2.6 25 51.0 Korea 22 
64 Articles of apparel and clothing .................. 20,551 740 3.6 355 48.0 Taiwan 357 
85 Footwear ••••••••••••••••••••.•••••••..•.•... 7,224 18 0.3 6 34.7 Taiwan 11 
87 Professional, scientific ••••...•.•••••..•••••..•• 4,540 829 18.3 424 51.2 Taiwan 57 
88 Photographic apparatus, equipment •••••...•..... 5,370 579 10.8 261 45.1 Korea 261 
89 Mlscelianeous manufactures articles ••.•••.•••••• 19.138 7,550 39.5 3,440 45.6 Taiwan 3,510 
93 Special transactions, n.e.s. .................... 9,807 4 (3) 4 93.6 Taiwan 0 
94 Animals, llve, n.E-,11 .............•.••..••••••••• 39 7 18.9 7 95.7 lndonesla 0 
95 Armaments t I I I ,' ~ I I I t I I I I I I I I I I I I I I I I I I I I I I I I 303 25 8.2 7 28.4 Peru 0 
97 Gold ••••••••••••••............•....•....••••• 1,621 0 0.0 0 (1) (1) 0 

Total .•••..•.•••..•••.••••••............•• 400,388 42,738 10.7 16,298 38.1 Taiwan 21,509 

1 Not applicable. 
1 Le11 than $500,000. 
:1 Le11 than o. 05 percent. 
Note.-Because of rounding, figures may not add to the totals shown. 

Source: Complied from offlclal statistics of the U.S. Department of Commerce. 



Table B-27 
Total U.S. Import• for con1umptlon and Import• ellglbl• for OSP treatment, by Import categorl .. b .. ed on th• Standard lndu1trlal Cla11lflcatlon 
(SIC), 1117 

a.s.e.-o.t~t12m. DJJ.tr. tco.o. ua.rmc. G.s.e. 
Mandatory 
and 

Share Share discretionary 
Total U.S. of total of total Leading competitive-

SIC Imports for U.S. ellglble GSP need 
No. Description consumption Value Imports Value Imports source exclusions 

Mii/ions Mii/ions Percent Mllllons Percent Mlll/ons 
of dollars of dollars of dollars of dollars 

01 Agricultural product• ••••••••••••••••••••••••••• 7,442 820 8.3 131 21.1 Mexico 368 
02 Uve1tock and lveetock products ••••••••••••••••• 999 10 1.0 8 87.7 lndoneala (') 
08 Forestry products, n.1.p.f •••••••••••••••••••••• 933 ,., ,., ,., 100.0 Korea (' J 
09 Fish, fresh, chilled, or frozen ••••••••••••••••••• 5,025 108 2.1 74 89.4 Mexico ('I 
10 Metalc ores and concentrates •••••••••••••••••. 1,130 18 1.4 10 84.2 Bolivia ('J 
12 Coal and Ignite • •I lfttl I It II 1111 I I I I ti II II I I ti 58 0 0.0 0 ('I (') (') 
13 Crude petrolei.m and natural gas ................ 29,393 0 o.o 0 ('I (') ('I 
14 Nonmetallc minerals, except fUel •••••••••.••••.• 1,585 35 2.2 18 50.8 Mexico 15 
20 Food and kindred product• Ill I tit I I I I ti I I II I I ti 13, 182 1,423 10.8 847 59.5 Brazl 414 
21 Tobacco manufacturee I I I II 111111 I I It I ti I I I I I I 90 41 45.1 13 31.8 D°"'*'lcan 0 

Republic. 
22 T extHe rnlll product• •.••.•••••••••••••••••••••• 4,897 128 2.7 72 57.1 Korea 42 
23 Apparel and related product• ................... 21,492 882 3.2 222 32.8 Taiwan 437 
24 Lumber and wood products ••.••.••••••.•••.•••• 5,958 933 15.7 499 53.5 Taiwan 391 
25 Furniture and fixtures •••••.•••.••••••.•.•••.••• 4,574 2,139 48.8 839 29.9 Mexico 1,444 
28 Paper and alHed products •••••••••••..••••••••• 9,480 495 5.2 279 58.3 Mexico 180 
27 Printing product• ••.•••••.••••••..•••••.•••...• 1,583 107 8.8 94 88.0 Taiwan 3 
28 Chemlcale and allled products ................... 14,379 1,004 7.0 592 59.0 Mexico 241 
29 Petroleum refining and related product• •••••.•.•. 13,079 3 0.0 2 82.6 Venezuela 0 
30 Rubber and mlsceHaneoue plastlcs .••..••.....•.• 8,331 1,955 30.9 833 42.6 Korea 988 
31 Leather and leather producte ................... 9,927 644 8.5 358 55.3 Taiwan 248 
32 Stone, clay, gla88, and concrete .•••..••.•.•...• 5,548 1,092 19.7 759 69.5 Taiwan 243 
33 Primary metal products ........................ 19,253 1,365 7.1 604 44.2 Mexico 680 
34 Fabricated metal product• ..••..••...•••..•....• 9,561 2,694 28.2 1,322 49.1 Taiwan 1,071 
35 Machinery, except electrlcal .................... 44,804 5,847 13.0 1,860 31.8 Taiwan 3,012 
36 Electrlcal machinery, equipment •....•••.•...•••. 46,564 11,842 25.4 3,212 27.1 Taiwan 8,969 
37 Transportation equipment ...................... 84,338 2,198 2.6 312 14.2 Taiwan 1,827 
38 Measuring, analyzing Instrument• ..•••.•.•....•.. 11,504 1,436 12.5 687 47.9 Taiwan 348 
39 Mlscellaneous manufactured product• .•...••.••.. 14,615 5,849 40.0 2,818 48.2 Taiwan 2,593 
99 Other lmporte I I I I I I I II I I I I It I tit I I I I I I I I I I I I I 12,906 75 0.6 32 43.1 Venezuela 2 

Total •••••.••....•...••........••.......•... 400,388 42,738 10.7 16.298 38.1 Taiwan 21,509 

1 Not appHcable. 
2 Le88 than $500, 000. 
• Le88 than 0. 05 percent. 

tzi Note.-Because of rounding, figure• may not add to the total ehown. 
I 

~ Source: CompHed from official etatletlcs of the U.S. Department of Commerce. 
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Table B-28 
U.S. Imports for consumption from the world and from the Caribbean Basin, 1985-87 

Item 

Imports from the world (1,000 dollars) •..••••.••...•••••....•.•......•.•.••••....•••.. 
Imports from the Caribbean Basin ( 1,000 dollars) ...................................... . 
Ratio of Imports from Caribbean Basin to Imports from the world (percent) •••......••.•.••• 
Dutlable value of Imports from Caribbean Basin (1,000 dollars) .•.••.•.••.•••.•...•..••.... 

Imports under Items 806.30 and 807.00 (1,000 dollars) •.••...•.......•........•.•.... 
Ratio of 806.30 and 807.00 Imports to dutlable Imports {percent) •••..•....••••....•••.. 
Ratio of 806.30 and 807.00 Imports to total Imports (percent) .•••••.•....•••.••.•••••. 

Duty-free value of Imports from the Caribbean Basin (1,000 dollars) .••..••.•.••••••....••. 
Imports under TSUS Items 806. 30 and 807. 00 ( 1 , 000 dollars) •....•••••......•••..•.... 
Ratio of 806.30 and 807.00 to duty-free Imports (percent) •••.....•••••.......••••.... 
Ratio of 806.30 and 807.00 Imports to total Imports (percent) •...••...•••.....••.••... 
GSP duty-free Imports from Caribbean Basin (1,000 dollars) •.........••.•.••..••.••.•. 
Ratio of GSP duty-free Imports to duty-free Imports from the Caribbean Basin (percent) .• 
Ratio of GSP duty-free Imports to total Imports from the Caribbean Basin (percent) .•.... 
CBERA Imports from Caribbean Basin (1,000 dollars) ................................ . 
Ratio of CBERA Imports to duty-free Imports from the Caribbean Basin (percent) .....•.• 
Ratio of CBERA Imports to total Imports from the Caribbean Basin (percent) ••....•...•• 

Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

1985 

343,553, 150 
6,849,928 

2.0 
3,525,447 

239,761 
6.8 
3.5 

3,324,481 
547,682 

16.5 
8.0 

540,992 
16.3 
7.9 

497,645 
15.0 
7.3 

1986 1987 

368,656,594 402,066,002 
6, 186,826 6, 178,052 

1.7 1.5 
2,530,803 2,861,850 

261,755 337,399 
10.3 11.8 
4.2 5.4 

3,656,023 3,316,202 
612,526 757,552 

16.8 22.8 
9.9 12.2 

487,718 318,721 
13.3 9.6 
7.9 5.2 

689,776 906, 144 
18.0 27.3 
11.2 , 14.7 




