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PREFACE 

The annual Operation of the Trade Agreements Program repon is 
one of the principal means by which the U.S. International Trade Com
mission proviides the U.S. Congress with factual information on trade 
policy and its administration. The repon also serves as a historical re
cord of the major trade-related activities of the United States, for use as 
a general reference by Government officials and others with an interest 
in U.S. u·ade relations. This repon is the 38th in a series to be submit
ted under section 163(b) of the Trade Act of 1974 and its predecessor 
legislation. 1 The trade agreements program includes "all activities con
sisting of, or related to, the administration of international agreements 
which primarily concern trade and which are concluded pursuant to the 
authority vested in the President by the Constitution . . . " and Congres
sional legislation.2 Among such laws are the Reciprocal Trade Agree
ments 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 repon 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 
1986. 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 reponed in cht..tpter 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 repon is calendar year 1986, 
although occasionally, to enable the reader to understand developments 
more fully, events in early 1987 are also mentioned. 

' Section 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 leut once a yeu, a factual report on the operation of the trade agreements 
proaram." 
• Executive Order No. 11846, Mar. 27, 1975. 
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SUMMARY 

SELECTED ISSUES IN TRADE 
AGREEMENTS ACTIVITIES IN 1986 

The U.S. merchandise trade deficit reached 
a historical high of $162.3 billion in 1986. Al
though tensions with some trading panners 
mounted, there were also several encouraging de
velopments in U.S. multilateral and bilateral rela
tions during 1986. U.S. trade negotiations 
focused on three areas in 1986: the initiation of 
the Uruguay Round of trade talks, the opening of 
formal negotiations on a United States-Canada 
Free Trade Agreement, and the extension of the 
Multifiber Arrangement (MFA). 

The launching of the Uruguay Round of Mul
tilateral Trade .. Negotiations in September 1986 
culminated almost a year of intensive negotiating 
within the General Agreement on Tariffs and 
Trade {GAIT) Preparatory Committee. The 
agenda for the new round was the result of tough 
bargaining and compromising among trading part
ners since each country had its own .. shopping 
list" for the talks. The United States strongly 
supported the upcoming negotiations and worked 
hard to ensure that its five priority issues (agricul
ture, services, intellectual property rights, invest
ment measures, and GA Tr dispute settlement) 
were included on the agenda. 

The major objectives of the Uruguay Round 
are to strengthen existing GA Tr rules and to ex
tend coverage to new areas of trade such as serv
ices. The upcoming negotiations are also 
expected to shift attention away from tariff reduc
tions that have already occurred as a result of ear
lier multilateral trade negotiations (MTN) to 
nontariff measures (NTM'S) that have become 
increasing barriers to trade in recent years. Other 
subjects that will be included in the negotiations 
are tropical products, natural resource-based 
products, and textiles and clothing. Negotiators 
hope to achieve an agreement on safeguards and 
improve the operation of the various codes nego
tiated during the Tokyo Round. 

Another important multilateral action during 
1986 was an agreement on July 31 to extend the 
MFA for S more years. The MFA provides a 
framework for the negotiation of bilateral agree
ments between the major textile importing coun
tries and the textile exporting countries. After 
over a year of negotiations, the United States suc
cessfully gained the inclusion of three key provi
sions in the agreement that (1) extend MFA 
coverage to previously uncontrolled vegetable fi
bers and silk blends, (2) increase control over im
port surges, and (3) permit participants to impose 
quotas as an antifraud measure. The U.S. negoti
ating position was strengthened by the near enact
ment of more restrictive textile legislation that 
would have cut or frozen U.S. textile imports 

from major supplier countries. The new accord 
contains special provisions for small supplier 
countries and new entrants into the market. Spe
cial consideration is also given to least developed 
countries and wool-producing countries. 

The administration started negotiations with 
the Government of Canada on a free-trade agree
ment in June 1986. Support for formal negotia
tions had gained momentum throughout 1985, 
following President Reagan's and Prime Minister 
Mulroney's endorsement of the talks at their 
March summit and President Reagan's subse
quent notification to Congress on December 10. 
During another summit in April 1986, the two 
leaders reaffirmed their commitment to liberaliz
ing bilateral trade. The negotiations formally be
gan in June. The negotiations first turned to an 
identification of issues and negotiating principles 
before addressing specific barriers to trade and 
investment. Several working groups and fact
finding groups were established to discuss the 
various topics to be covered in the negotiations 
such as energy, customs matters, services, and in
tellectual property rights. In January 1987, th•e 
Commission submitted its advice to the Presidel'l.t 
on the probable economic effects on U.S. indw,;
tries and consumers of establishing duty-free 
trade with Canada. The Congressional authority 
under which the negotiations are being conducted 
ends in early 1988. 

THE GENERAL AGREEMENT ON . 
TARIFFS AND TRADE AND THE 
TOKYO ROUND AGREEMENTS 
The GA Tr is a multilateral agreement, 

drafted 40 years ago, that sets forth general rules 
of conduct for trade between signatory countries. 
The GA Tr has become both a comprehensive set 
of rules governing most aspects of international 
trade, and a formal organization and forum for 
MTN and the resolution of disputes among the 
Contracting Parties. In the Tokyo Round of 
1973-79-the seventh round of GATI trade ne
gotiations-NTM's were addressed in a set of nine 
MTN agreements. 

In 1986, in addition to their regular agenda, 
GA IT committees and working groups wrapped 
up activities related to the 1982 Ministerial pro
gram to provide background for the eighth round 
of trade negotiations that were launched in Sep
tember {the Uruguay Round). The Preparatory 
Committee, established in November 1985, coor
dinated the early negotiations on a draft Ministe
rial Declaration launching the Uruguay Round. 
Other notable events in 1986 included the acces
sion of two new signatories to the GAIT-Hong 
Kong and Mexico. 

In addition, chapter 2 reports on the regular 
activities of the committees and working groups of 
the GATI in 1986, notifications and other ac
tions taken under GA TT articles, and activities 
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under the nine Tokyo Round agreements. Six of 
the Tokyo Round agreements establish rules of 
conduct governing the use of NTM's (codes on 
subsidies and countervailing duties (CVD's), gov
ernment procurement, standards, impon licens
ing procedures, customs valuation, and 
antidumping), and three are sectoral agreements 
covering trade in civil aircraft, bovine meat, and 
dairy products. 

TRADE ACTIVITIES OUfSIDE 
THE GA1T 

In 1986, the 24 member nations of the Or
ganization for Economic Cooperation and Devel
opment (OECD) continued to consult with one 
another and to use the organization as a forum 
for the facilitation and coordination of policy on a 
broad range of economic issues facing industria?• 
ized countries. At the OECD's April Ministerial
level meeting, the ministers noted recent more 
favorable trends in economic growth, inflation, 
interest rates, and oil prices. They identified four 
specific levels of cooperative policy initiatives that 
could suppon the trends in OECD growth: mac
roeconomic policies, structural policies, relations 
among developing countries, and trade policy. Of 
particular note is the increasing recognition of the 
need for a revamping of member countries' agri
cultural policies in order to encourage structural 
adjustment. The ministers underscored their 
1985 commitment to the open multilateral trading 
system and the need to resist protectionist pres
sures. The importance of the ongoing MTN on 
international trade in senlices was highlighted. 
Other trade-related activities of the OECD fo
cused on the implementation of existing work 
programs covering such topics as trade in agricul
ture and high-technology trade. 

The United Nations Conference on Trade 
and Development (UNCT AD) continued to focus 
on commodities trade and the problems of pro
tectionism and structural adjustment. At the an
nual review of protectionism and structural 
adjustment, members were unable to agree on a 
continuing work program, with some members 
emphasizing the major conference, UNCTAD 
VII, coming up in 1987, as the appropriate venue 
for discussion of new initiatives. Consideration of 
the preliminary agenda for UNCT AD VII was a 
major focus of the year's work. Given UN
CTAD's responsibilities in the area of trade pref
erence schemes, the attention of certain 
committees was focused on the Generalized Sys
tem of Preferences (GSP) as well as the Global 
System of Trade Preferences, negotiations for the 
est.ablishment of which began in 1986. This pref
erence scheme is envisioned to enhance trade 
among developing countries,, as a supplement to 
existing regional or interregional trade arrange
ments. 

xiv 

Five international commodity agreements 
(coffee, sugar, natural rubber, tin, and cocoa) 
contain specific price-stabilization mechanisms. 
The agreements covering wheat, jute, and tropical 
timber were not specifically designed to minimize 
price fluctuations. Although the United States is 
not a signatory to the international commodity 
agreements covering cocoa or tin, it is a signatory 
to agreements covering coffee, sugar, wheat, jute, 
natural rubber, and tropical timber. In 1986, the 
wheat and cocoa agreement5 were renegotiated. 
The new wheat agreement expands the scope and 
reporting to include information on other grains. 
The tropical timber agreement, which entered 
into force provisionally in 1985, established its 
permanent organizational headquaners in 
Yokohama, Japan. The tin agreement virtually 
collapsed in 1986, after trading was suspended in 
1985 following the tin council's announcement 
that it could no longer suppon tin prices at the 
agreement's floor level. 

In 1986, GAIT members agreed to include 
international trade in services on the agenda of 
the Uruguay Round of trade negotiations. The 
United States has long advocated extending 
GA IT discipline to senlices where international 
rules are limited or nonexistent. The GA IT, 
OECD, and UNCTAD also continued to conduct 
studies and host important discussions on issues 
related to trade in services in 1986. In addition 
to multilateral efforts on senlices trade issues, the 
United States is exploring bilateral avenues to 
open service markeis. In 1986, the United States 
continued negotiations with Israel concerning free 
trade in several senlice sectors. Similar discus
sions with Canada were initiated during the year 
as pan of the United States-Canada free-trade 
negotiations. 

DEVELOPMENTS IN MAJOR 
U.S. TRADING PARTNERS 

The U.S. merchandise trade deficit in 1986 
was $162.3 billion, of which $139.3 billion (86 
percent) was with the countries under review in 
this repon: the European Community (EC), 
Canada, Japan, Mexico, Taiwan, the Republic of 
Korea, "'nd Brazil. The largest bilateral merchan
dise trade deficit was with Japan ($59.1 billion or 
36 pe:~·cent of the total U.S. merchandise trade 
deficit) followed by Canada and the EC ($25.2 
billion or 16 percent each). The U.S. merchan
dise trade deficit with the newly industrialized 
countries covered in this repon to~led $29.8 bil
lion, or 18 percent of the total U.S. merchandise 
trade deficit in 1986. 

During much of 1986 the United States and 
the EC were involved in agricultural trade dis
putes largely related to the accession of Spain and 
Ponugal into the EC and EC impon preferences 
for Mediterranean citrus, which appears to be fi
nally resolved. 



Trade relations between the United States 
and Canada were characterized by trade disputes 
as well as efforts at trade harmonization. Intense 
discussions regarding the establishment of a bilat
eral free-trade area were undertaken during the 
year. However, steel and softwood lumber im
ports and Canada's licensing system for pharma
ceuticals were subjects of bilateral disputes during 
the year. 

U.S.-Japanese trade relations were strained 
in 1986 by numerous bilateral trade disputes, set 
against the backdrop of another record U.S. 
trade deficit. During the course of the year, dis
cussions were held on both new and continuing 
disputes, yielding mixed results. A variety of 
market access issues were considered, and export 
restraints were extended or initiated for several 
Japanese exports to the United States. 

Several issues vital to U.S.-Mexican trade 
were considered in 1986. Mexico's accession to 
the GA IT stands as a major move to benefit not 
only bilateral trade, but also Mexico's trade with 
other countries. Protection of intellectual prop
erty rights in Mexico, Mexico·~ foreign invest
rnent policy, and a U.S. tax on i1111poned crude oil 
were other notable bilateral issu~s of 1986. 

A variety of U.S.-Taiwan trade issues were 
successfully addressed in 1986. In \'articular, 
a.zreements were reached on disputes· regarding 
protection of intellectual property rights, customs 
valuation, market access, and export restraints. 

The United States and the Republic of Korea 
settled disputes over the sale of foreign cigarettes, 
market access for U.S. insurance companies, and 
intellectual property rights protection in Korea. 
In addition, Korea agreed to extend quotas on 
textile exports to the United States. 

During 1986, the ·united States and Brazil 
worked toward expanding market access for U.S. 
exports of informatics, and extended the Bilateral 
Maritime Agreement for another 3 years. 

ADMINISTRATION OF U.S. TRADE 
LAWS AND REGULATIONS 

In 1986 the U.S. International Trade Com· 
mission completed five investigations under a ma
jor statute safegarding U.S. industries from 
import injury (sec. 201 of the Trade Act of 
1974). The Commission voted in the negative on 
electric shavers and parts thereof, metal castings, 
apple juice, and steel fork arms, and in the af
firmative on wood shakes and shingles. Following 
the Commission's affirmative finding in the 
shakes and shingles case, the President imposed 
relief in the form of a tariff on imports of red 
cedar shingles and shakes for a 5-year period. 
The tariff amounted to 35 percent ad valorem 
during the first 30 months of the time period 

which is to be phased down to 20 and 8 percent' 
ad valorem during the final 30 months of the re
lief period. 

The U.S. Department of Commerce and the 
Commission continued to have large caseloads of 
antidumping and CVD investigations during the 
year. Commerce completed 44 final antidumping 
investigations in 1986, a decrease from the 53 fi· 
nal investigations completed in 1985. The Com
mission completed 70 preliminary and 45 final 
antidumping investigations. Antidumping duties 
were imposed as a result of 29 of these investiga
tions on a total of 14 products from 13 countries. 
The Commission completed 26 preliminary and 
12 final CVD investigations. Commerce com· 
pleted 24 final CVD investigations. Commerce 
imposed CVD's as a result of 13 of these investi
gations on a total of 10 products from 9 countries. 

The Commission completed 20 investigations 
in 1986 under section 337. No violation of the 
statute was found in 6 of the 20 investigations 
completed. Three investigations resulted in ex· 
clusion orders. The remaining 11 investigations 
were terminated by the Commission prior to issu
ance of findings. 

In September 1985, the President an
nounced, among other things, that the admini· 
stration would be more aggressive in combatting 
the use of unfair trade practices by foreign gov
ernments through the initiation of more section 
301 investigations. Four section 301 investiga~ 
tions were initiated by the President on his own 
motion during 1986. Two private section 301 pe
titions were filed in 1986, one on Argentine dif
ferential export taxes affecting soybeans and 
soybean products, and one on Canadian bans on 
exports of unprocessed herring and salmon. 

Changes in the GSP program resulting from 
the 1986 annual review became effective on 
July 1, 1986. As a result of the 1986 review, 
products accounting for $13 billion in 1985 im
ports were removed from the GSP list under the 
statutory competitive-need provision. The value 
of GSP imports from advanced beneficiary coun
tries collectively amounted to $11 billion in 1986. 
The leading beneficiaries continued to be Taiwan, 
South Korea, Hong Kong, Mexico, Brazil, Israel, 
and Singapore. 

Duty·free imports entering the United States 
under the Caribbean Basin Economic Recovery 
Act (CBERA) preferences totaled $690 million in 
1986 or 11.4 percent of overall U.S. imports 
from the region. This figure compares with 
$498 million, or 7.3 percent in 1985. Beef was 
the leading product imported under CBERA pro
visions during 1986. Other major agricultural im· 
ports included tobacco, coffee, fruits, and 
vegetables. Industrial products included chemi
cals, elettrical articles, and jewelry. 
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OVERVIEW: THE 
INTERNATIONAL ECONOMIC 

ENVIRONMENT IN 1986 

In 1986, the volume of world merchandise 
trade increased by about 3.5 percent. This in
crease was equal to the expansion of world trade 
in 1985, but exceeded by a full percentage point 
the average annual growth of world trade thus far 
in the 1980's. In real terms, 1986 growth of 
world trade was faster than the 3-percent growth 
of the world economy. In terms of value, world 
merchandise exports passed the two trillion dollar 
mark during the year, reaching an estimated $2.1 
trillion, an increase of 10 percent over 1985. In 
addition to the larger volume, this 10-percent in
crease reflected the rapid depreciation of the 
U.S. dollar, which is used as the standard of 
measurement for international trade develop
ments. 

The· geographic patterns of world trade meas
ured in U.S. dollars changed markedly in 1986, 
making the previous imbalances even more pro
nounced. Among the world's leading trading 
countries, the deficit of the United States and the 
surpluses of Japan and the Federal Republic of 
Germany set new records. The United States reg
istered an all-time high deficit for the fifth con
secutive year. The recordbreaking U.S trade 
deficit was largely attributable to an accelerated 
influx of foreign goods to the U.S. market; the 
volume of imports increased by 13.S percent in 
1986 compared with 5.3 percent in 1985.1 

The value of U.S. exports edged up by only 2 
percent in 1986, whereas West German and Japa
nese exports rose sharply (by 32 percent and 19 
percent, respectively). As a result, for the first 
time since World War II, the United States lost its 
preeminent position as the world's leading ex
porter, dropping to second place after West Ger
many. However, these data were strongly 
affected by the rapid depreciation of the U.S. 
dollar. The sharp currency shifts taking pla~e 
since the fall of 1985 added to the dollar value of 
Japan's and West Germany's exports and rc~
duced the value of their imports. For the United 
States, these shifts produced the opposite effect, 
making exports cheaper and imports costlier. 
The comparative performance of major trading 
countries, as described above, is therefore at vari
ance with a trade picture based on volume calcu
lations. In volume terms, the 1986 export 
performance of the United States compared fa
vorably with West Germany's, and even more fa
vorably with Japan's. According to the GA1T, 
the volume of U.S. expons increased in 1986 

1 U.S. trade volume data are calculated by the Bureau 
of Economic Analysis, Department of Commerce. The 
same data are used In GATT statistics. 

by 4.1 percent, West Germany's increased by 1.4 
percent, and Japan's export volume declined by 
1.3 percent. 

Price developments that were unrelated to 
the dollar's slide also shaped 1986 geographic 
trade patterns. Conditions in the world market 
for primary products remained depressed during 
the year: the price of petroleum fell sharply, and 
the price of nonfuel commodities continued to 
soften. The shrinking cost of these products 
played a major role in reducing the import bill of 
advanced industrial areas such as Japan and the 
EC. For example, 1986 imports of the EC, as 
measured in their own accounting unit (ECU), 
declined by 17 percent. These significantly 
cheaper imports allowed the EC in 1986 to record 
their first trade surplus ever. 

In contrast, falling oil and mineral prices re
duced the value of exports from developing coun
tries, and were a major factor in the swing from a 
combined trade surplus position of these coun
tries in 1985 to a combined deficit in 1986. The 
sharp reduction in export earnings also caused 
the developing c1:>untries' share in overall world 
exports to declin.e. Notably, the 1986 earnings of 
developing countries from primary products were 
so depressed that, for the first time, they were 
exceeded by revenues generated from manufac
tured exports. A higher volume of manufactured 
exports also contributed to the increased value of 
developing countries' earnings in this sector dur
ing the year. 

On a global scale, the 1986 growth of world 
trade in real terms was advanced principally by a 
7-percent increase in the volume of mining prod
ucts exports. In particular, the trade volume of 
petroleum and derivatives soared in response to 
the sharp fall in the prices of these products. In 
contrast, the 3-percent growth of global manuf ac
turing exports marked one of the worst perform
ances in three decades. Sluggish manufactures 
trade between the industrial countries, and weak 
demand for mai;,tufactured products in the oil-pro
ducing countries and in the severely indebted de
veloping countries, contributed to the slowdown 
in exports of manufactured goods. The volume 
of global agricultural trade increased by a modest 
1 percent in 1986, continuing a pattern of slow 
growth during the 1980's thus far. 

International commitment to resist protec
tionism was reaffirmed during the year by the 
GA TT Contracting Parties when they launched 
their eighth round of trade negotiations in Sep
tember. At this meeting in Punta del Este, Uru
guay, GATT trade ministers called for 
strengthening existing GA Tr rules and expanding 
the multilateral trading system to cover major ar
eas currently not under GA 1T disciplines such as 
services, intellectual property rights, and invest
ment. 

The United States continued to lead efforts 
in 1986 to curb protectionist policies worldwide 
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by strengthening the GA TI. However, protec
tionist sentiment continued to mount in the 
United States itself as the dollar's depreciation 
failed to bring the expected degree of r"lief in the 
country's trade situation. Although the 99th 
Congress did not pass a comprehensive trade bill, 
its activities built momentum towards the trade 
legislation currently under consideration by the 
lOOth Congress. 
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CHAPI'ER 1 
SELECTED ISSUES IN TRADE 
AGREEMENTS ACTIVITIES 

IN 1986 

INTRODUCTION 
This chapter describes three significant trade 

developments in 1986: the initiation of the Uru
guay Round of trade negotiations, extension of 
the Multifiber Arrangement (MFA), and progress 
in negotiation of a U.S.-Canadian free-trade ar
rangement. 

The Uruguay Round of trade negotiations 
will focus on expanding coverage of the GA IT to 
include new sectors such as services, reducing the 
impact of nontariff barriers to trade and increas
ing overall market access for GAIT members. 
During 1986, the United States gave priority to 
the inclusion of agriculture, services, intellectual 
property rights, investment measures, and GA IT 
dispute settlement on the negotiating agenda. 

In another area of multilateral negotiations, 
the MFA, which has been in effect since 1974, 
was extended for another five years through July 
1991. The Protocol extending the MFA expands 
the fiber coverage of the MFA, authorizes exten
sion of unilaterally imposed quotas for a second 
year, and addresses such issues as import surges 
and fraudulent country-of-origin practices. 

Finally, in June 1986, the United States be
gan formal negotiations on . developing il free
trade agreement (FT A) with the Canadian 
Government under ~fast track" negotiating 
authority from Congress. Plenary negotiating ses
sions were held to identify specific problem areas 
and issues. Working groups were established to 
begin substantive negotiations on specific topics. 
By year's end, negotiators were gearing up for a 
year of intensive discussions in order to complete 
their work before October 3, 1987, the deadline 
for the President to notify the Congress of his in
tention to enter into an agreement and to provide 
detailed information on the proposed agreement. 

LAUNCHING TIIE URUGUAY ROUND 
A meeting of GA TT trade ministers held in 

Punta del Este, Uruguay, on September 15-20, 
1986, led to the launching of the Uruguay Round 
of Multilateral Trade Negotiations (MTN). Fol
lowing the session, United States Trade Represen
tative Clayton Yeutter reported that "we achieved 
what many thought was impossible-an interna
tional commitment lo resist protectionism, 
strengthen existing rules, and expand the multilat
eral trading system to cover major areas currently 
not under effective GA TT disciplines." 1 

' Testimony of Ambassador Clayton Yeutter before the 
House Ways and Means Committee on Sept. 25, 1986. 

The resulting Ministerial Declaration con~ 
tained a standstill and rollback commitment to 
curb protectionist actions pendir11g completion of 
negotiations.2 It scheduled 4 yl?ars of negotia
tions in which participants are expected to con
sider proposals to improve the GA TT rules, 
notably those covering agriculture, safeguards, 
dispute settlement, and nontariff measures 
(NTM' S). New areas of negotiation on services, 
intellectual property rights, and investment were 
also included.3 For the United States and its 
trading partners, the new round may help ease 
trade frictions in view of a GA TT Secretariat 
warning that "continuation of the large current 
account deficit in the United States could trigger 
a tit-for-tat escalation of protection, leading to a 
shrinking of markets worldwide. "4 

The decision to launch the new trade round 
followed months of discussions in a Preparatory 
Committe·e established by the GA IT contracting 
panies in November 1985. In its annual report 
on international trade, the GA TT noted that 
"while unusually large trade imbalances in the 
world's three leading trading nations and frequent 
and large movements in exchange rates clearly 
have added to protectionist pressures, the reluc
tance of groups of producers to adjust to changes 
in comparative advantage remains the primary 
challenge to the trading system." In the perspec
tive of the GA TT Ministerial Session in Punta del 
Este," the report continued, "governments need 
to demonstrate the same capacity for major policy 
changes in the area of trade as they have in other 
areas when the costs of inappropriate economic 
policies became too high. "5 

Background 

The GA TI Preparatory Committee began 
meeting in January 1986 to solicit proposals for 
the negotiating agenda and prepare a draft Minis
terial Declaration. By June 1986, the date by 
which the Committee was to have completed a 
draft Ministerial Declaration text, several issues 
were still unresolved, including the issue of 
whether services would be on the agenda. As a 
result, resolution of the final issues was left to the 
ministers who were faced with three different 
draft texts for a Ministerial Declaration. The fi
nal text, which was closest to what had been 

1 Standstill can be defined as an undertaking by govern
ments not to Introduce new restrictive, or trade distor
tive, measures that are inconsistent with the General 
Agreement. Rollback refers to a phaseout or gradual 
elimination of existing Inconsistent GA TT measures or 
their transformation to eliminate the Inconsistency. See 
GATT Ministerial Session-Background Notes, OATT 
Press Release No. 1395, Sept. 10, 1986, pp. 2-3. 
' See full text or the Ministerial Declaration in App. A. 
• GATT, lnttrnational Trad1 in 1986 and Curflnt 
Prosp1cu, First Assessment by the GA TT Secretariat, 
Geneva, March 1987, p. 25. 
11 GATT, International Trade 1985-86, Geneva, August 
1986, p. 11. 

1-1 

\ 



labeled the "Group of 48 draft," resulted from a 
compromise effort led by a coalition of developed 
and developing countries.1 

The Uruguay Round is the eighth round of 
negotiations conducted under GATI auspices. 
Previous trade rounds held since the GA'IT's in
ception were as follows: 

Year 

Geneva negotiations • • • • 1947 
Annecy negotiations • . . • 1949 
T<1rquay negotiations • • • 1950-1951 
Geneva negotiations • • • • 1955-1956 
Diiion Round • • • • . • • • . • • 1959-1962 
KennedyRound •••••••• 1963-1967 
Tokyo Round • • • • • • • • • • 1973-1979 

Twenty-three countries were among the origiw 
nal Contracting Parties to the GA TT that partici
pated in the first round of tariff cutting exercises, 
the Geneva Round, in 1947. In that round, 
45,000 tariff concessions were exchanged, repre
senting cuts in tariffs on about one-half of world 
trade volume at the time.2 For the United States, 
the duties were reduced overall by an average of 
about 21 percent during this round.3 The next 
three rounds were relatively low key. During the 
Annecy (1949) and Torquay (1950) Rounds, the 
GA 1T was heavily involved with the accession 
negotiations for 16 new countries to join the Gen
eral Agreement. The 1955-56 Geneva negotia
tions occurred at a time when much attention and 
resources were directed toward the formation of 
the European Community (EC). After the EC 
was established in 1957, the Dillon Round 
launched large-scale tariff negotiations related to 
the EC's new common customs tariff (under art. 
XXIV:6 on customs unions and free-trade areas). 
Concurrently, other GA TT members held a mod
est round of tariff negotiations that yielded about 
4,400 tariff concessions.4 

Beginning with t.\le Kennedy Round 
(1963-67), trade rounds began to adopt a 
broader scope in terms of both tariff and non
tariff coverage. In the Kennedy Round, new 
across-the-board tariff negotiating methods were 
adopted that resulted in average tariff cuts .of 

1 The draft text (GA TT document W-47 /Rev. #2) wu 
formulated by the Group of 48 which Included the United 
States, the 12 EC countries, Japan, Australia, Austria, 
Canada, Switzerland, New Zealand, the 4 Nordic 
countries, the 5 Association of Southeut Asian Nations 
(ASEAN) countries, Bangladesh, Chile, Colombia, 
Cyprus, Ghana, Hong Kon11 Jamaica, Korea, Mexico, 
Pakistan, Romania, Sri Lanka, Turkey, Uruguay, Zaire, 
Hungary, Poland, Kuwait, Senegal, and Trinidad and 
Tobago. See Yu, Diane C. and Blum, Charles H., 
"The New GATT Round Preliminary Developments, and 
Future Plans: A Report from the Administration," In 
U.S. Trad1 Law and Polley, Commercial Law and 
Practice Course Handbook Series, No. 408, Practicing 
Law Institute: 1987, p. 412. 
a GATT Focus, March 1987. 
:t Phillipe Lavergne Real, Thi Political Economy of U.S. 
Tariffs, Ph.D. thesis, University of Toronto, 1981. 
• GATT Focw, March 1987. 
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35 percent for industrial products staged over 5 
years. In addition, negotiations addressed major 
NTM's for the first time, resulting in the first an
tidumping code, and an agreement which was not 
subsequently implemented to modify U.S. cus
toms valuation rules. Although trade in agricul
ture was given particular attention, \:Uts in tariffs 
on agricultural products were not substantial. A 
focus on trade problems of developing countries 
resulted in formal recognition of a preferential 
mechanism in favor of the developing countries 
and faster implementation of concessions on 
products of interest to them. 

In the Tokyo Round, the scope of negotia
tions broadened still ~inher. Tariff cuts covered 
trade valued at USS300 billion, reducing the du
ties of industrialized countries to a weighted-aver
age value of about 4. 7 percent, compared with 
about 35 percent prior to GATT establishmen~.s 
Not only were new codes concluded covering 
nontariff measures, but codes were framed to 
cover trade in the meat, dairy, and aircraft sec
tors. Using a tariff cutting formula, the biggest 
cuts were generally applied to the highest duties 
resulting in a rough harmonization of industrial
ized countries' tariff rates.s 

The trend toward expanded coverage re
mains an element of trade negotiations in the 
Uruguay Round, with the inclusion of new areas 
such as services, intellectual property rights, and 
investment. As of December 31, 1986, the 
GA TT had 92 members whose total· merchandise 
trade accounted for nearly 85 percent of world 
trade in 1984.7 In 1984, U.S. tariff rates were at 
an average overall level of 3. 7 percent, including 
duty-free imports. However, duties on some 
products, particularly textiles and wearing ap
parel, remained much higher. With tariffs of in
dustrial countries at such low levels, an 
across-the-board tariff cutting formula may not be 
found to be useful. Emphasis may instead fall on 
increasing market access generally and on certain 
sectors such as agriculture, in particular, and on 
reducing the impact of nontariff barriers to trade. 

U.S. Negotiating Priorities 

As part of its international economic strat· 
egy, the United States has pushed for a new 
round since the conclusion of the 1982 Ministe
rial meeting. Although the United States is con· 
cerned about a broad range of topics covered in 
the Uruguay Round, in public statements and in 
negotiations leading up to the round, U.S. o~fi
cials have emphasized five main areas of nego-

II Ibid. 
• See Alan Deardorff and Robert Stem, "The Effects of 
the Tokyo Round on the Structure or Protection," In 
Robert Baldwin and Anne Krueger, eds., Thi Structur1 
and Evolution of R1c1nt U.S. Trad1 Polley, University 
of Chicago Press, 1984, pp. 370-375. 
7 GATT, lnt1rnational Trad1 J98S-86, Geneva, August 
1986, pp. 161-162. 



tiating priority. These areas include agriculture, 
servic6S, intellectual property rights, investment 
measures, and GA TI dispute settlement.1 In 
Congressional testimony prior to the September 
Ministerial session, Ambassador Yeutter stated 
that the U.S. "stake in a strong and open trading 
system . . . is real and actual," and emphasized 
the importance of the U.S. priority issues to the 
private sector.2 

Reasons behind the focus on these issues re
flect important U.S. economic and trade trends. 
In his May testimony, Yeutter noted, for exam
ple, that the United States is still the largest ex
porter of agricultural products with agriculture 
accounting for 17 percent of U .s. exports. This 
factor made it imperative, he said, "that we bring 
agriculture under effective trading rules and disci· 
plines, by eliminating import restrictions on agri
cultural products, treating agricultural export 
subsidies no differently than subsidies for indus
trial products, and eliminating other barriers to 
market access. "3 In services trade, Yeutter indi· 
cated that the sector accounts for about $60 bil· 
lion in U .s. exports. He said that the United 
States needs "to act now to develop meaningful 
rules to discipline government actions that restrict 
or distort the movement of services internation
ally-before protectionism in this sector curtails 
our access to for4!1ign markets. "4 Intellectual 
property rights emerged as an issue because the 
U.S. private sector has become increasingly con
cerned about international piracy in recent years, 
particularly in industries such as computer soft
ware and pharmaceuticals.& Investment policies 
have also caused concern because of their ten
dency to distort trading patterns. 

The United States expended considerable ef
forts on the five priority issuese that dominated 
highly contentious debate throughout the year. 
Reaching agreement on agriculture called for 
hard b~rgaining with EC negotiators, who resisted 
U .s. pressure in response to "powerful farm 
blocs, particularly in France, and the Commun
ity's extensive export subsidy policies. "7 U.S. 

1 See, inter alla, Economic R1port of th1 P"sid1nt, 
January 1987, pp. 141-145, and Addre111 by Ambassa
dor Clayton Yeutter before the U.S. Chamber of Com• 
merce on Sept. 10, 1986, D1partm1nt of Stat1 Bull1tin, 
Nov. 1986. 
1 "U.S. Objectives In the New Round of Multilateral 
Trade Negotiations," Testimony of Ambassador Clayton 
Yeutter before the U.S. Senate Committee on Finance, 
May 14, 1986. 
:1 Ibid. 
• Ibid. 
I Ibid., p. 409-410. 
I Ibid., p. 409. 
1 Ibid., p. 411. 

and "hardline" developing counirY delegates bat
tled over the inclusion of .. new issues" -services, 
intellectual property rights, and investment-on 
the agenda.a Services' inclusion was most strenu
ously opposed by the Brazilians and Indians who 
saw disadvantages to opening up trade in a sector 
in which the United States had a distinct lead.D 

Investment was the most strongly opposed of 
any of the U.S. agenda items. Developing coun
try reservations stemmed from their "fear that 
expanding investment disciplines would interfere 
with their national economic development priori
ties" and relinquish national sovereignty.10 Com· 
promises were finally struck on the new issues 
that enabled the major panies to conclude that 
their concerns were addressed. 

Setting the Agenda 

Structure of the negotiations 

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, 
chaired by GA IT Director General Arthur 
Dunkel, is responsible for oversight of every as
pect of the negotiations. Also formed were a 
Group of Negotiations on Goods (ONG), chaired 
by Director General Dunkel, and a Group of Ne
gotiations on Services (GNS), chaired by Ambas
sador Felipe Jaramilla of Colombia. Both groups 
will report to the TNC. By the end of January 
1987, the TNC adopted decisions concerning the 
standstill and rollback commitment and the struc
ture of negotiations. 

Issue-specific negotiating groups 

The ONG also designated the 14 issue-spe
cific negotiating groups in which national dele
gates will address the various Uruguay Round 
agenda items. The 14 subgroups are scheduled to 
begin meetings throughout the spring of 1987. 

These negotiating groups that will report to 
the ONG and their designated chairmen 11 are 
listed on the following page: 

• The "hardllne" countries, also known as thli- "group of 
10", consisted of Brazil, India, Nicaragua, Argentina, 
Cuba, Egypt, Nigeria, Peru, Tanzania, and Yugoslavia. 
• Diane C. Yu and Charles H. Blum, "The New GATT 
Round Preliminary Developments, and Future Plans: A 
Report from the Administration," in U.S. Trade Law 
and Policy, Commercial Law and Practice Course 
Handbook Series, No. 408, Practicing Law Institute: 
1987, p. 412. . 
tO Ibid., p. 411. 
11 OATT Press Release No. 1406, Feb. IO, 1987. 
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Amba11ador Und1ay Duthie (Au1tralla) ••••••••••••• Group 1 •••. Tariff• 
• Group 2 • • • • Nontarlff Mea1urH 

Group 3 • • • • Natural R11ource-BaHd Product• 
Group 4 • • • • Textll11 and Clothlng 

Aart de ZHUY (The Netherland•) •••••••••••••••••• Groups •••• Agriculture 
Paul L. K. Seang (Malaysia) ...................... Group 6 .. • • Tropical Product• 
Vice Chair: Amba11ador Slaka Coulibaly (Ivory Coa1t) 
John M. Week•• (Canada) ......................... Group 7 .... GATT ArtlCIH 
Vice C"alr: Dr. Chul1u Kim (Korea) Group 8 •••• MTN Agreements and Arrangement1 
Amba11ador George1 A. Maclel (Brazll) ••••.••••••• Group & •••• Safeguard• 
Michael D. Cartland (Hong Kong) •••••••••••••••••• Group 10 .•• Subsidies and Countervalllng Measures 
Amba11ador Lara E.R. AneH (SWeden) •• , •••••••••• Group 11 .•. Trade-Related Aspects of Intellectual Property 

Right• and Trad• In Counterfeit Good• 
Amba11ador Tomohlko Kcbayaehl (Japan) •••••••••• Group 12 .•. Trade-Related lnve1tment Measures 
Amba11ador Julio Lacarte-Muro (Uruguay) ••••••.•••• Group 13 ... Dispute Settlement 
Vice Chair: Jullu1 Katz (United Stat••) ••••••••••••• Group 14 ••. Functioning of the GATT System 

Standstill and rollback surveillance mechanism 

GA TT members viewed the development of 
protectionism since the end of the 1970's as ne
cessitating the adoption of finn standstill and roll
back commitments that would go beyond simple 
effons by governments to do their best to avoid 
introducing or maintaining protectionist meas
ures. 1 Standstill commitments are not as impor
tant today in the area of tariffs, because over 90 
percent of the tariffs of most industrialized coun
tries are already bound as a result of previous tar
iff negotiations. During the Uruguay Round, 
nontariff measures are likely to be the main focus 
of standstill and rollback commitments. 

Less contentious than some other issues, but 
equally important, the strong standstill And roll
back commitment quelled some developing coun
tries' fears that the "moratorium" on protectionist 
actions would not be taken seriously by developed 
countries. The commitment calls for members to 
refrain from taking trade actions inconsistent with 
the OA TT and to phase out existing OA TT-in
consistent measures. The standstill, in particular, 
is also intended "to ensure that, while the nego
tiations are progressing, no participant will seek to 
improve its bargaining position by introducing 
new trade restrictive or distorting measures. "2 

The TNC has agreed on the means of surveil
lance to oversee the implementation of this com
mitment. Under procedures for overseeing the 
standstill commitment, a Surveillance Body will 
be fonned. Participants may bring actions or 
measures taken by itself or other members to the 
attention of this body through notification to the 
OA TT Secretariat. Notifications so addressed to 
the Surveillance Body will then be circulated to 
all participants, along with any comments or other 
factual information received. The Surveillance 
Body will examine the information and forward a 
record of its proceedings to the next meeting of 

' GATT Ministerial Session-Background Notes, GATT 
Press Release No. 1395, Sept. 10, 1986, pp. 2-3. 
1 Speech delivered by GA TT Director General Arthur 
Dunkel before the International Chamber of Commerce 
In New Delhi, GATT Press Release No. 1407, Feb. 11, 
1987, p. 4. 
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the TNC.3 Procedures on rollback commitments 
will operate in a similar fashion except that con
sultations concerning a possible rollback commit· 
ment will be undertaken by interested parties and 
the results reported to the Surveillance Body.4 

Negotiating topics 

Agriculture 

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 environ
ment, and (3) minimizing the adverse trade ef
fects of health and sanitary regulation5. 
According to the negotiating plan adopted in late 
January, the negotiators will seek initially to iden~ 
tify major problems, drawing upon the work ac
complished since 1983 in the Committee on 
Trade in Agriculture, and gather further informa
tion on agricultural measures and policies. Also 
in the early phase, the group will begin considera
tion of the basic principles of world agricultural 
trade and circulate various participants' proposals 
on how to achieve the negotiating objectives. Ul
timately, the group plans to negotiate on the 
wording of substantive GA TT rules intended to 
strengthen agricultural coverage, decide on multi
lateral commitments to be undertaken, and ex
change concessions, as appropriate.s 

Services 

The objectives of the GNS are to expand and 
liberalize services trade by establishing a multilat
eral framework of principles and rules and elabo
rating possible disciplines for individual service 
sectors. Only the initial phases of services nego
tiations were hammered out in the January 1987 
meetings. This phase will con~ist of discussing a 
list of elements, which includes definitional and 

:i "The Uruguay Round-Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. S, 1987, p. 4. 
" Ibid. 
' See ch. 4 section on the EC for a discussion of 
U.S./EC views on agricultural Issues in the Uruguay 
Round. 



statistical issues, broad concepts, existing arrange
ments, and current. practices that are perceived as 
barriers.' 

Intellectual property rights 

The objective of negotiations on intellectual 
property rights is to promote effective and ade· 
quate protection and to ensure that such protec
tion is not implemented in ways that may obstruct 
legitimate trade. Negotiators will work toward de· 
veloping a framework of principles, rules, and 
disciplines covering trade in counterfeit goods.2 
In the initial negotiating phase, GA IT provisions 
with possible application to intellectual property 
rights will be identified. At the same time, prior 
GA 1T work on trade in counterfeit goods will be 
reviewed and other factual information will be 
submitted.3 Following the review of information 
and suggestions, specific texts will be drafted and 
tabled by participants, and negotiations on the 
texts will begin. 

Investment 

Of the various investment-related issues origi· 
nally suggested by the United States for inclusion 
in the Uruguay Round, the resulting topic for ne
gotiation focuses on trade-related investment 
measures (TRIM's). The group will examine 
GA Tr articles that could apply to trade restrictive 
and distorting effects of investment measures and 
the means to avoid adverse effects on trade."' In 
the first stages, negotiations will identify relevant 
GA 1T articles and define areas of negotiation. 
Subsequently, the group will negotiate on propos
als tabled by participants.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."' 
In the initial phase of negotiations, participants in 
this group will review submissions that analyze the 
functioning of the dispute settlement process and 
factual background papers by the Secretariat. 
Specific proposals for improvement will be tabled, 
and negotiation on the proposals will ensue. In 

' For a lengthy discussion of GA TT and other mullllat· 
eral developments In the areas of services trade see 
cb. 3. "The Uruguay Round-Declslons of 28 January 
1987," OATT Press Release No. 1405, Feb. 5, 1987, 
p. 25. 
1 A code on counterfeit goods, along with one on 
safeguards, was one of the "unfinished" codes of the 
Tokyo Round. See Op,,atlon of the Trade A&rt•ments 
Pro&ram, 31st Report, 1979, USITC Publication lJ21, 
June 1980, pp. 56. 
1 Tbe GATT Group of·Experts on Trade in Counterfeit 
Goods Issued a report (GATT Document No. L/5878) 
that will be reviewed by the group. 
4 "The Uruguay Round-Decisions of 28 January 1987," 
OATT Press Release No. 1405, Feb. 5, 1987, p. 22. 
I Ibid. 
I Ibid •• p. 20. 

view of recent difficulties regarding compliance 
with adopted findings of GA IT dispute settlement 
panels, 1 it is notable that the negotiations also aim 
to develop a mechanism for overseeing and moni
toring compliance with adopted recommenda
tions.a 

Tariff concessions 

Although taking second place to nontariff 
concerns for the first time in the history of the 
GA 1T, tariff reductions will nevertheless remain 
an important aspect of negotiations. Tariff-cut
ting exercises, traditionally featured in trade 
rounds, have substantially reduced tariff levels 
over the last 40 years. Tariff negotiations entail 
binding commitments not to impose tariffs above 
an agreed level on specific products. At times, an 
across-the-board, tariff-cutting formula was used, 
with general rules for departures from the for
mula. 

The agreed negotiating objectives for tariffs 
call for the reduction or elimination of tariffs. In 
the initial phase, participants will submit proposals 
on possible tariff-cutting approaches. The neces
sary statistics and information including tariff 
study files and the Harmonized System data bank 
will be put in order for use in negotiations. Sub· 
sequently, the bilateral phase of negotiations on 
individual tariffs will begin.o 

Nontariff measures 

Ar, tariff levels have fallen, governments have 
recognized the impact on trade of nontariff meas· 
ures. A look at the issues included in the Minis
terial Declaration shows that the Uruguay Round 
will focus more than previous rounds on reducing 
and regulating the use of NTM's. In negotiations 
on nontariff barriers, the central aim, like that in 
tariff negotiations, is to liberalize global market 
access. 

To meet the objectives of the reduction and 
elimination of NTM's, negotiations will first focus 
on examining the issues and completing the data 
base. 10 Participants in the Nontariff Measures 
Group will submit proposals on barriers they want 
addressed and possible negotiating techniques 
that could apply. Following this phase, negotia· 
tors are scheduled to table detailed requests for 
bilateral or plurilateral negotiations on specific 
measures. 11 This facet could consist of tradeoffs 

., For background, see R111/1w o/ th1 Elf1cti111n1S1 of 
Dispute Settl1ment Und1r the GATT and Tolr.yo Round 
A1r11ments, USITC Publication 1793, December 1985. 
• "Tbe Uruguay Round-Decisions of 28 January 1987," 
OATT Press Release No. 1405, Feb. 5, 1987, p. 20. 
• Ibid., p. 9. 
10 See section In ch. 2 on Quantitative Restrictions and 
Nontariff Measures for Information on the data base thus 
far developed by that group. 
11 "The Uruguay Round-Decisions of 28 January 
1987," OATT Press Release No. 1405, Feb. 5, 1987, 
p. 10. 
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to eliminate and reduce nontariff barriers mod
eled after the concession swapping associated with 
tariff negotiations. 

Other negotiatio~ topics 

One of th;; key concerns of trade 
policymakers in the 1980's has been that trade 
liberalization and GA TI rules have not benefited 
all soectors equally. Such sectors as tropical prod
ucts, natural resources, and textiles are important 
in this regard. Developing countries showed par
ticular concern about the adequacy of GA TI' 
rules with respect to trade in tropical products. 
Developing as well as developed countries (such 
as Canada) complained of GA TI inattention to 
problems of trade in natural rel'!ources. In addi
tion, developing countries insisted on including 
textiles and clothing negotiations because of their 
concern that these have been too long removed 
from direct GATI coverage by the MFA.' 

Other rulemaking activities on the new round 
agenda include subsidies (closely linked to agri
culture issues) and safeguards, as well as other 
articles of the GA TI' such as those covering state 
trading or balance of payments restrictions. 
GA TI' rules also will be examined with an eye to 
the strengthening of the GA TI' as an institution in 
order to enhance its international credibility. 

Tropical products.-Negotiations on tropical 
products were included on the negotiating agenda 
in recognition of the importance of trade in this 
sector to developing countries. Negotiators in this 
group will first compile background material and 
propose techniques for negotiations. After this 
phase, tropical products negotiations are slated 
for "fast track" treatment as early as possible in 
1988.2 

Natural resource.-based products .-Tariffs, 
NTM's, and tariff escalation affecting trade in 
processed and semiprocessed natural resource 
products will be the focus of these negotiations. 
Negotiators will first review the work undertaken 
since the 1982 Ministerial session by the Working 
Party on Natural Resources with a view to devel· 
oping the factual basis and techniques to be 
used,3 Later, requests and offers will be tabled.4 

Textiles and clothing.-Textiles and clothing 
negotiations are intended to develop a means 
to eventually integrate this sector into the GATI'. 
Initially, the work of various GA TI' groups re
sponsible for covering these issues will be 

1 For Information on the operation of the MFA, see chs. 
I and IV. 
• "The Uruguay Round-Decisions of 28 January 1987," 
GATT Press Release No. 1405, Feb. 5, 1987, 
p. 11. 
:. For Information on the Working Party on Natural 
Resources, see ch. 2. 
4 "The Uruguay Round-Decisions or 28 January 1987 I" 
GATT Press Release No. 1405, Feb. 5, 1987, 
p. 12. 
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re\iewed, and existing documentation will be up
dated. Later, techniques for integrating the sec· 
tor more fully into the GA TI' regime will be 
examined.6 

GATT articles.-In addition, the rules them· 
selves are targeted for improvement. Members 
hope that strengthening the rules will help close 
the loopholes and stem the evasion of rules that 
has troubled trade relations. Work of other nego
tiating groups covers issues relevant to numerous 
articles of the GATI'. For this negotiating group, 
certain articles have been singled out for particu
lar attention to improving their effectiveness and 
observance. Among such articles are XVII on 
state trading enterprises, XXIV on customs un
ions and free-trade areas, and XXVIII on proce
dures to use in modifying or withdrawing 
concessions. 

Negotiations will begin with the preparation 
of factual background papers by the GA TI Sec
retariat on various articles and their application. 
After these are reviewed, negotiators plan to sub
mit proposed texts for improving the operation of 
the articles.8 

Safeguards.7-Negotiations on safeguards will 
be conducted with the intent of arriving at a com
prehensive agreement. Similar efforts during the 
Tokyo Round and as part of the 1982 Ministerial 
work program were unsuccessful in this regard.a 
Negotiators reponedly envision an agreement that 
will reinforce the disciplines of the General 
Agreement and elaborate on, among other things, 
transparency, criteria for action such as serious 
injury, digressivity, e structural adjustment, com
pensation and retaliation, and means for notifica
tion, consultation, surveillance, and dispute 
settlement. These basic elements have been the 
focus of safeguards discussions in the past. to 

Participants in the safeguards group plan first 
to circulate papers on the various elements and 
review previous GATI efforts on safeguards. 
Participants will then draw up a draft text and 
proceed to negotiate on the text "as expeditiously 
as possible."'' 

MTN agreements and arrangements .-One 
aspect of negotiations will hinge upon improving 

I "The Urupay Round-Decisions or 28 January 1987'" 
GATT Press Release No. 1405, Feb. 5, 1987, p. 13. 
I Ibid., p. 16. 
1 Safepards are emergency actions by governments, 
sometimes covered by GATT art. XIX, to temporarily 
restrain Imports to protect domestic Industries from an 
influx of imports and give them time to adjust to compe• 
tltlon. See testimony of Ambassador Clayton Yeuuer 
before the House Ways and Means Committee on Sept. 
25, 1986. 
• See Op,,atlon of tlte Trad« Agr11m1nts Pro1ram, 31st 
R1port, 1979, p. 54, and 34tlt Rtport, 1982, p. 17. 
1 Dlgresslvlty refers to the principle that safepards 
measures should be enacted so as to be progressively 
reduced over time. 
10 See Optration of the Trad« Agrttmtnts Program, 31st 
R1port, 1979, p. 54, and 34tll R«port, 1982, p. 17. 
II "The Urupay Round-Decisions or 28 January 
1987," GATT Press Release No. 1405, Feb. 5, 1987, 
p. 17. 



the operation of the codes negotiated during the 
Tokyo Round. Some of the· codes cover NTM's 
such as antidumping, subsidies and countervailing 
duties (CVD's), standards, government procure
ment, customs valuation, and impon licensing. 
Three other agreements cover sector trade in bo
vine meat, dairy products, and civil aircraft. 1 

The negotiators will stan by suggesting im
provements to the MTN agreements and review
ing background papers prepared by the 
Secretariat. Negotiations on specific texts will fol
low .2 

Subsidies and countervailing measures.-Dis
tinct from the group on MTN agreements and ar
rangements, this group will examine 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 1T rules and disciplines relating tct the meas
ures. The group's negotiators will submit propos
als and examine these proposals together with 
other background papers and documentation. 
Drafting proposals will then be tabled and negoti
ated.3 

Functioning of the GAIT System.-The ob
jective of this negotiating group is to improve 
institutional features of the GA'IT such as 
(1) surveillance and monitoring of trade policies 
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 1T system." 

Uruguay Round Prospects 

The Uruguay Round negotiations were 
scheduled for completion in 4 years by the Minis· 
ters in Punta del Este. However, the Tokyo 
Round, with its work on a number of new non
tariff barrier and sectoral codes, took 6 years to 
complete. Reponedly, U.S. proposals for '"fast 
tracking" certain issues have- not been well re
ceived by other GA 1T members who fear their 
own priority issues may then be relegated to lesser 
status. Further, many of the issues to be covered 
have presented serious obstacles to negotiators in 
recent years and in previous rounds. One exam
ple is agriculture, which remained a distant sec
ond to negotiations on industrial products in 
previous . rounds. A dramatic shift in political 

1 For details on activities of the Tokyo Round codes, see 
ch. 2. 
• "The Uruguay Round-Decisions of 28 January 1987," 
GATT Press Releue No. 1405, Feb. 5, 1987, p. 18. 
a Ibid., p. 19. 
• Ibid.' p. 23. 

will and climate may be required to' alter existing 
national agricultural policies. Safeguards is an
other example. Talks of negotiations on a safe
guards code have continued intermittently since 
the Tokyo Round, yet significant disagreement 
still remains on a number of fundamental con
cepts,5 Finally, although se,':'Vices are included on 
the roster of Uruguay Round agenda items, it was 
relegated to a separate section (pan II) of the 
Ministerial Declaration, indicative of a compro
mise that may conceal the fact that services are 
not yet fully accepted by all members as an ap· 
propriate or integral area of GA'IT negotiations. 
Discussion of services was until recently consid
ered a distinct, extra GA TT exercise. e 

Nevenheless, the initial procedural questions 
have been ironed out and the negotiating groups 
have set what is considered to be an ambitious 
schedule of meetings in the first half of 1987 to 
begin fine tuning negotiating procedures and de
ciding among various specific negotiating propos
als. 

EXTENSION OF THE MULTIFIBER 
ARRANGEMENT 

On July 31, 1986, negotiators from most ma
jor textile-importing and textile-exporting coun
tries agreed to a protocol extending. the 
Arrangement Regarding International Trade in 
Textiles, known as the MFA. Established under 
the aegis of the GA 1T, the MFA is a compact 
that provides the framework for the negotiation of 
bilateral agreements between imponing and ex
porting countries, or for the unilateral action by 
imponing countries in the absence of an agree
ment, to control textile and apparel trade among 
its signatories. Specifically, it allows the signato
ries to establish quantitative limits on textile and 
apparel imports to prevent market disruption in 
the importing country-restrictions that would 
otherwise be a depanure from GA 1T provisions. 
All the principal imponing and exporting coun
tries except Taiwan are MFA signatories. 

11 Despite universal agreement on the need for a safe· 
guards code, wide disagreement persists over whether or 
not safeguard measures should be applied selectively and 
whether or not grey area measures, such as voluntary 
export restraints, should be covered by the proposed 
safeguards code. Although discussions continued In 
1985, the Contracting Parties· only incrementally nar· 
rowed their differences on most of these central Issues. 
• The 1982 Ministerial Declaration called for a review of 
services trade to be conducted outside official GA TT 
channels In which interested contracting parties would 
informally exchange examinations of problems In various 
service sectors. The United Slates and al least 12 of Its 
major trading partners participated In the exercise. By 
the end of 1984, the Contracting Parties had agreed to 
discuss these issu,,s more formally under GATT auspices 
and to draw upc:;, the GATT Secretariat for assistance. 
The lint formal exchange of Information on services 
toot place In February 1985 . 
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The protocol of extension, called MFA IV, 
expands the fiber coverage of textiles and apparel 
to include not only cotton, wool, and manmade 
fibers but also previously uncontrolled silk blends 
and vegetable fibers. However, it excludes from 
quota historically traded textiles such as bags, 
sacks, luggage, carpetbacking, mats, and carpets 
of fibers such as jute, coir, sisal, abaca, maguey, 
and henequen. Th~ Protocol also authorizes ex
tension of unilaterally imposed quotas for a sec
ond year, provides for cutbacks in highly 
underused quotas and their subsequent reinstate
ment if needed, and establishes a mechanism for 
charging illegally transshipped merchandise to 
quotas of the true country of origin. 

Origin of the MFA 1 

World trade in textiles and apparel has been 
subject to some form of government control since 
the 1950's,2 when the growth in U.S. imports of 
cotton textiles, especially from Japan, generated 
pressure in the United States for import re
straints. Under the then newly enacted Agricul
tural Act of 1956, the President was authorized, 
under section 204,3 to negotiate agreements with 
foreign governments to limit their exports of agri
cultural or textile products to the United States. 
Pursuant to this authority, the United States nego
tiated a 5-year voluntary restraint agreement 
(VRA) on cotton textile exports from Japan for 
the period 1957-61. 

However, cotton textile imports from other 
countries increased rapidly,• with the result that 
the United States began to seek a more compre
hensive approach to controlling textile and ap
parel imports. In May 1961, the President 
announced an assistance program for the textile 
industry that included calling for a conference of 
the principal textile-importing and textile-export
ing countries to develop an international agree
ment governing textile trade. In July 1961, a 
textile conference was held under GA TI auspices 
that culminated on July 21, 1961, with the draft~ 
ing of the Arrangement Regarding International 
Trade in Cotton Textiles. The Arrangement con
sisted of the following three major sections: a 
statement of principles and objectives recognizing 
the need for cooperative action to facilitate ex
pansion of world trade without causing disruption 
of individual markets; a "short-term arrange
ment" for the period October 1, 1961-Septem-

' A more detailed history of the MF A and the textile 
trade agreements which preceded it may be found in The 
History and Cur,,nt Status of the Multlflber Arran11-
m1nt, USITC Publication 850, January 1978. 
1 Prior to 1941, U.S. and Japanese textile producers 
entered into interindustry agreements that limited exports 
of some Japanese textile products to the United States. 
' Public Law 84-540, approved May 28, 1956, 70 State. 
200, as amended by Public Law 87-488, approved June 
19, 1962, 76 State. 104, 7 U.S.C. 1854. 
• U.S. cotton textile imports increased from 492 million 
square yards in 1958 to t. l billion in 1960. 
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ber 30, 1962, which established circumstances 
and rules for restricting trade in cotton textiles; 
and creation of a Provisional Cotton Textile Com
mittee to consider " . . . a long-term solution to 
the problems in the field of cotton textiles . . . " 
The Arrangement was accepted by 16 countriess 
that accounted for over 90 percent of the free 
world's trade in cotton textiles. 

The Long-Term Arrangement Regarding In
ternational Trade in Cotton Textiles was con
cluded in February 1962, and set out the 
framework within which· participating countries 
could regulate trade in cotton textiles. This 
agreement was initially in force for S years, but 
was extended twice-in 1967 and 1970-and by 
1973 had 82 signatories. 

During the 1960's, the use of manmade fi
bers in textiles increased rapidly, and importing 
countries felt the need to control imports of tex
tiles and apparel of manmade fibers in addition to 
those of cotton. Recognizing the need for special 
attention to be paid to the difficulties arising out 
of international trade in textiles, the GA TI 
Council, in June 1972, set up a working party on 
textiles to conduct a factfinding study of the eco
nomic, technical, social, and commercial ele
ments that influence world trade in textiles. In 
April 1973, the Council instructed the working 
party to identify and examine the problems that 
exist in international trade in textiles and to seek 
multilateral solutions to these problems. A pro.; 
gress report submitted in June 1973 to the Coun
cil served as the basis for the drafting of what is 
now the MFA. 

The MFA, which entered into force in Janu
ary 1974, covered trade in most textile products 
manufactured from cotton, wool, and manmade 
fibers. Article 1 provides the basic objectives of 
the MFA which are as follows: 

to achieve the expansion of trade, the re
duction of barriers to such trade and the 
progressive liberalization of world trade in 
textile products, while at the same time 
ensuring the orderly and equitable devel· 
opment of this trade and avoidance of dis· 
ruptive effects in individual markets and 
on individual lines of production on both 
importing and exporting countries. In the 
case of those countries having small mar
kets, an exceptionally high level of imports 
and a correspondingly low level of domes
tic production, account should be taken of 
the avoidance of damage to those coun
tries' minimum viable production of tex
tiles. 

5 These countries were Australia, Austria, Canada, 
India, Japan, Pakistan, Portugal, Spain, Sweden, the 
United Kingdom (also representing Hong Kong), the 
United States, and at that time five members of the 
EC-Belgium, France, Germany, Italy, and the Nether
lands. 



In addition, a principal aim of the MFA is "to 
funher the economic and social development of 
developing countries and secure a substantial in
crease in their export earnings from textile prod
ucts and to provide scope for a greater share for 
them in world trade in these products." 

The MF A was considered to represent a 
compromise between the interests of the devel
oped importing countries and the developing ex
porting countries. It enabled the importing 
countries to apply selective restraints on particular 
textile products from particular sources, under 
certain prescribed circumstances. The exporting 
countries, although generally opposing impedi· 
ments to free trade, accepted the MFA, at least 
in pan, because it appeared to provide assurance 
of access to the developed countries' markets and 
to reduce the likelihood of other, less predictable, 
forms of trade restrictions. 

The MFA, an Exception to the GAIT 

The MFA is an exception to the MFN prin· 
ciples of the GA 'IT in that it permits import re· 
strictions on other than an MFN basis. Under 
GAIT rules, the United States, or any other sig· 
natory country, is required to provide no less fa· 
vorable treatment to any one contracting party 
than it does to all other contracting parties and 
restore the balance of concessions if import re
strictions are imposed. GA 'IT rules also require a 
product-by-product determination that imports 
were a cause of serious injury, or the threat 
thereof, to the domestic market before import re· 
straints can be imposed. 

The MFA, however, allows importing coun
tries to limit imports without having to compen
sate their trading partners affected by the 
restraints. Restraints on imports may be estab· 
fished through negotiation of bilateral agreements 
under article 4 or through "calls" or requests for 
consultations to set limits in cases of market dis· 
ruption, whether or not a bilateral agreement ex
ists, under article 3. If agreement is not reached 
following article 3 consultations, a unilateral limit 
can be imposed without compensation. Limits 
may apply to one or a small number of suppliers, 
rather than to all suppliers as required by the 
nondiscrimination principle of the GA IT. 

Structure of the MFA 

The MFA set the terms under which coun
tries can establish controls on international trade 
in textiles and apparel, primarily through the ne
gotiation of bilateral agreements between import
ing and exporting countries. Articles 2, 3, and 4 
are particularly significant, as they address trade 
restrictions. Article 2 deals with phasing out of 
pre·MFA restrictions. Article 3 covers situations 
of actual market disruption by imports from coun-

tries either not covered by existing bilateral agree
ments or not covered by consultation clauses 
under an existing bilateral agreement and pro
vides that if a mutually agreeable solution is not 
found, unilateral restraints may be imposed. Ar
title 4 addresses the circumstances and provisions 
necessary for the establishment of bilateral agree
ments. Under article 4, only bilateral agreements 
are recognized under the MF A, and unilateral re
straints based on the risk of market disruption 
would fall outside of the scope of the MF A. 

In an effort to ensure fair treatment to the 
exporting countries, annex B of the MFA pro
vides criteria for year-to-year quota growth as well 
rs percentage standards for flexibility, i.e., shift
ing quota from one year to another and for in
creasing the quota for individual categories within 
a group of several categories provided that the ag
gregate limit for the group is not exceeded. In 
practice, however, annex B standards are not al
ways adhered to when the category in question is 
considered sensitive by the importing country. 
When the MFA was renewed in 1977 and 1981, 
the developed countries negotiated the authority 
to depart from the provisions of annex B and sub
sequently entered into some bilateral agreements, 
particularly with major suppliers, which provided 
for reduced growth and/or flexibility for certain 
products and in certain instances precluded all 
use of flexibility for import-sensitive categories. 

The MFA also created the Textile Surveil
lance Body (TSB) to supervise the functioning of 
the Arrangement. The TSB is composed of a 
chairman and eight members chosen from coun· 
tries nominated by the GA 'IT Textiles Committee 
and appointed by the parties to the Arrangement. 
The TSB receives notification of all actions taken 
and agreements concluded under the MFA, ex· 
amines them for conformity with the MFA, dis· 
cusses those in dispute with the principals 
concerned, and offers, when appropriate, non
binding recommendations to the governments in· 
volved. It reports at least annually to the GA 1T 
Textiles Committee. 

MFA I was in effect during 1974-77, and 
MFA II spanned the period 1978-81. During 
MFA III, 1982-July 1986, trends of reduced em· 
ployment and increased import penetration in the 
United States continued. U .s. textile and apparel 
employment declined from 1. 9 million employees 
in 1982 to 1.8 million in 1985. Mill consumption 
of fibers increased by 18 percent from 9. 4 billion 
pounds in 1982 to 11.1 billion pounds in 1985. 
During the period, however, import penetration 
increased significantly from 16.4 percent in 1982 
to 23.4 percent in 1985. U.S. imports of cotton, 
wool, and manmade-fiber textiles and apparel, 
those products then covered by the MF A, 
increased from 5. 9 billion square yard equivalents 

1-9 



(SYE)1 in 1982 to 10.6 billion SYE in 1985, or by 
80 percent. !mpons from countries with which 
the United States had bilateral agreements in
creased by 67 percent, from 5.0 billion SYE in 
1982 to 8.3 billion SYE in 1985. Apparel impons 
increased by 4 7 percent during the period from 
3.4 billion SYE to 5.0 billion SYE; fabric impons 
increased by 63 percent tc 2.4 billion SYE; yam 
imports increased by 152 percent to 1.3 billion 
SYE; and impons of miscellaneous textile prod
ucts increased by 219 percent to 1.8 billion SYE. 

1985-86 Developments in MFA 
Negotiations . 

On July 23, 1985, talks concerning renewal 
of the MFA formally began in Geneva. These 
negotiations continued for slightly more than a 
year and culminated on July 31, 1986, with the 
signing of a protocol of extension, continuing the 
MFA for an additional 5 years, or through July 
1991. At the start of negotiations, none of the 
major participants had submitted official propos
als but their views regarding renewal were gener
ally known. 

Negotiating positions 

A group of 21 developing exporting countries 
had held a workshop in Mexico City during April 
1985, at the end of which they issued a joint com
munique.z In the communique, they called for a 
return to "full application of GA TI provisions, 
with a movement towards trade liberalization." 
Points specifically addressed included application 
of unconditional MFN treatment and of the prin
ciple of comparative advantage; prohibition of 
quantitative restrictions, including voluntary ex
port restraints; and differential and more favor
able treatment for developing countries. 
However, many, particularly the smaller, export
ing countries recognized that the MFA provided a 
certain order and stability to textile and apparel 
trade. Without the structure of the MFA, the 
dominant, long-established suppliers would have 
a definite advantage over new, smaller suppliers, 
which in fact benefit from certain clauses of the 
MFA that guarantee them access to importing 
countries' markets. 

In the United States, the Textile and Apparel 
Trade Enforcement Act of 1985 was introduced 
in Congress in May 1985. This bill, which in
itially had 290 cosponsors in the House and 52 in 
the Senate, called for strict limits on textile trade 
and would have resulted in reductions in import 
levels from the major suppliers. The President 
vetoed the bill in December 1985; however, he 

1 Square yard equivalents (SYE's) is the standard unit or 
measurement for all textiles and apparel products and is 
used in the administration or the U.S. textile trade 
apeements program. In this system, 1 dozen woven 
shirts equals 24 SYE, 1 pound or cotton yam converts 
to 4.6 SYE, and so forth. 
• T1JCtll1 Asia, August 1985, p. 22. 

1-10 

stated that he was directing the United States 
Trade Representative to "most aggressively 
renegotiate the MF A on terms no less favorable 
than present." The threat of an override of the 
President's veto by Congress helped strengthen 
the U.S. position in the MFA negotiations. The 
EC was concerned the bill's enactment could re
sult in diversion of shipments from the affected 
exporting countries to its market. 3 The develop
ing countries, particularly major suppliers to the 
U.S. market, did not want stricter limits or cut
backs affecting their shipments to the United 
States. All countries were faced with the prospect 
that enactment of the bill could cause a total 
breakdown of the MFA. 

The European Commission had expressed its 
belief that the EC should aim at liberalizing trade 
in textiles and apparel. As negotiations began, 
the EC also stated its belief that moves toward 
liberalization should be made within the frame
work of the MFA.4 The EC, with support from 
the United States, expressed concern that the im
portance of promoting growth in exports from 
small suppliers and new entrants be addressed in 
MFA IV and, as a result, MF A IV allows restric
tions on impons from least developed countries to 
be "significantly more favorable" than those ap
plied to other sources. Both the EC and the 
United States wanted more expli,-:it provisions for 
dealing with circumvention of the MF A through 
transshipment and fraud. 

The Canadian Textile Institute had urned its 
Government to support renewal of the MFA past 
July 1986 and to include coverage of such fibers 
as silk, ramie, and linen.s 

July 31, 1986,. extension of the MFA 

On July 31, 1986, after over a year of inten
sive negotiations, the parties to the MF A agreed 
to a protocol extending the MF A for a period of 
5 years or until July 31, 1991. An integral part of 
the protocol was the Conclusions of the Textiles 
C.Pmmittee, which establishes guidelines for cer
tain procedures and policies to be followed by 
participants in regulating their trade in textiles 
and apparel. The provisions of these conclusions 
form the basis of MFA IV and differentiate it 
from the initial MF A and the two previous proto
cols of extension. 

The participants stressed the importance of 
liberalizing trade in textiles and apparel and that 
the final objective is the application of GA TI 
rules to textile and apparel trade.8 However, this 
issue is not more specifically addressed; neither a 
timeframe for a phaseout is mentioned, nor is an 
extension of the MFA beyond July 1991 pre
cluded. The participants agreed to give full and 

3 Ibid, I P• 26, 
• Ibid. 
IS Jbid,, p. 22. 
• "Protocol Extending the Arrangement Regarding 
International Trade in Textiles," 31 July 1986. 
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due consideration to all factors related to market 
disruption or the threat thereof in requests for ac
tion under article 3 of the MFA. 

The Committee confirmed that participants 
could agree to any mutually acceptable solution to 
the growth and flexibility provisions of the MFA, 
but that in no case should such growth and flexi
bility be negative. They reaffim1ed their commit
ment to article 6 of the MFA concerning 
restraints on exports of new entrants and small 
suppliers and they established guidelines in this 
regard permitting restrictions on imports from 
least developed countries to be "significantly 
more favorable" than restraints on imports from 
other sources. They also agreed to give special 
regard to the needs of those wool-producing de
veloping countries whose economy and textile 
and apparel trade are highly dependent on the 
wool sector. 1 

An antifraud provision was adopted to ad
dress the concerns of the EC and the United 
States relating to false declarations of country of 
origin and of quantity and type of products. Un
der this provision, participants agreed that adjust
ments in charges to quotas as a result of 
circumvention involving false country of origin 
under Article 8 would be decided through consul
tations between the countries concerned, that the 
exporting countries must cooperate and exchange 
available information and documentation, and 
that the inability to reach a mutually satisfactory 
solution would be referred to the TSB. The 
TSB's powers were expanded tt> include broader 
authority to interpret the MF A. Provision also 
was made to allow for an increase in membership 
of the TSB. 

Largely at the insistence of the United States 
and Canada, MFA IV provided for invocation of 
articles 3 and 4 on imports of textiles of the previ
ously uncontrolled vegetable fibers, panicuJarly 
linen and ramie, and silk blends. The importing 
country must demonstrate that such imports are 
directly competitive with domestically produced 
products of cotton, wool, or manmade fibers and 
are causing or threatening to cause market disrup
tion. However, the conclusions stipulate that re
straints will not be applied to historically traded 
textile products of jute, coir, sisal, abaca, ma
guey, and henequen. This expansion of the fibers 
covered by the MFA was strongly opposed by 
China and India. China is the world's largest pro
ducer of ramie fiber and silk and has significantly 
increased its exports of ramie itnd silk products 
since 1983. India, a leading prNfuc:er of jute, has 
been conducting research on methods of process
ing this fiber to make it more acceptable for use 
in apparel. 

MFA IV permits importing countries that 
have imposed quotas under article 3 to continue 

1 "Protocol Extending the Arrangement Regarding 
International Trade in Textiles," 31 July 1986. 

such quotas for a second 12-month period and 
sets forth the criteria for setting the quota amount 
for this period. As a result of this provision, the 
second quota amount could be established at a 
lower amount than it might have been previously. 

As with the previous extensions of the MFA, 
none of the parties achieved all their objectives as 
concessions were, of necessity, made by all. 
Mere extension of the MF A was a victory for 
some and defeat for others. As in previous ex
tensions, the advantages gained by importing 
countries are greater than those of the exporting 
countries. The inclusion of products of previously 
uncontrolled fibers, the addition of an anti-surge 
provision and the changes in article 3 are major 
changes benefiting importing countries. Provi
sions of MFA IV favoring exporting countries, 
such as the requirement that quotas not be re
duced and preferential treatment for less devel
op~d countries and wool-producing countries, are 
less far reaching and, to some extent, merely re· 
inforce preexisting provisions of the MFA. 

World trade in textiles and apparel 

World trade in textiles and appare1,2 as re
ported by the United Nations, increased by 4 per· 
cent from 1981 to 1985, from $82.5 billion to 
$85.9 billion. 

Shipments from the developing countries in
creased by 11 percent from $26.5 billion to $29.5 
billion. Shipments from the "Big Three,"3 after 
more than tripling during 1973-80, increased by 
only 10 percent during 1981-85 because they 
were faced with increasingly tighter restraints on 
shipments to the major markets of the EC and the 
United States. Their share of developing-country 
shipments declined from 62 percent in 1981 to 61 
percent in 1985. 

Shipments from developed countries de
clined by 3 percent from $48.9 billion in 1981 to 
$47.6 billion in 1985. U.S. exports declined by 
$2.0 billion from $4.1 billion to $2.1 billion while 
exports from other developed countries increased 
by $0.7 billion. The decline in U.S. shipments 
primarily reflected the high value of the dollar 
during this period, which had the effect of reduc· 
ing the price competitiveness of U.S.-produced 
textiles and apparel in the world market. Ship· 
ments from the EC member nations followed the 
global trend, increasing by 4 percent to $34.3 bil
lion. The U.S. share of world textile and apparel 
shipments declined from 5 percent in 1981 to 
2 percent in 1985, whereas that of the EC mem
bers remained at 40 percent. 

1 Includes trade reported under SITC Division 65, textile 
yam, fabrics, made-up articles, n.e.s., and related 
products, and Division 84, Articles of apparel and 
clothing accessories. 
3 Hong Kong, Korea, and Taiwan are referred to as the 
"Big Three" in textile and apparel trade. 
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Shipments from nonmarket economy 
sources, primarily the People's Republic of China, 
increased by 16 percent during 1981-85 to $8.2 
billion. China's shipments increased by 41 per
cent, from $4.9 billion to $6.9 billion, and its 
share of world shipments increased from 6 to 8 
percent. 

Growth in demand in the United States and 
Western Europe, the major markets for textiles 
and apparel, is expected to average between 1 
and 5 percent annually over the next few years. 
The Big Three's shipments to these markets are 
likely to continue increasing at a slower rate than 
shipments from other developing countries, be
cause of the small growth in quota levels. The 
provisions in MFA IV relating to new entrants 
and small suppliers should encourage the shift 
from the Big Three to other countries. Most of 
the growth in shipments from developing coun
tries, as in the past, is expected to occur in the . 
labor-intensive apparel sector. 

The weakening of the dollar since 1985 has 
led to increasing U.S. shipments to the world of 
textiles and apparel. U.S. trade data indicate 
that exports of textiles and apparel in 1986 
amounted to $3.5 billion, a 12·percent increase 
over the comparable figure for 1985. This im
provement in U.S. shipments is expected to con
tinue as U.S.·produced textiles and apparel again 
become competitively priced in world markets 
and as U .s. apparel producers increase exports of 
apparel parts to low-wage countries for assembly 
and importation into the United States under 
TSUS item 807.00. 

During 1986, U.S. imports oftextiles and ap
parel increased by 17 percent over 1985, to a re
cord $20.8 billion. Imports from China showed 
the greatest increase, growing by 65 percent, or 
$855 million, to $2.2 billion. Imports from the 
Big Three increased by $815 million, or by 10 
percent to $8.9 billion; imports from the Associa
tion of Southeast Asian Nations (ASEAN) rose 
by $184 million, or by 12 percent, to $1. 7 billion; 
and those from the Caribbean Basin countries 
climbed by S 183 million, or by 29 percent, to 
$821 million. 

UNITED STATFS·CANADA 
FREE-TRADE NEGOTIATIONS 

Context of the Negotiations 
On September 26, 1985, Prime Minister of 

Canada Brian Mulroney informed. Canada's 
House of Commons that on that day he had spo
ken to President Reagan to express Canada's in
terest in pursuing a new trade agreement between 
Canada and the United States. He noted that at 
Quebec City 6 months earlier he and President 
Reagan had made a declaration on trade in goods 
and services in which they pledged to explore all 
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possible ways to reduce and eliminate existing 
barriers in bilateral trade between the two coun
tries, and had instructed Canada's Minister of In
ternational Trade and the United States Trade 
Representative to report on how trade could be· 
enhanced between the two countries. In support 
of his decision, the Prime Minister cited the rise 
in restrictive trade policies and protectionism 
throughout the world and stated "The answer to 
this problem lies in sound agreements, legally 
binding, between trading partners, to secure and 
remove barriers to their mutual trade." He fur
ther stated, "We seek to negotiate the broadest 
possible package of mutually beneficial reductions 
in tariff and non-tariff barriers between our two 
countries." 

Prime Minister Mulroney laid before the 
House of Commons the report1 of Canada's Min
ister of International Trade, James Kelleher, who 
had concluded that the time had come to explore 
prospects for a new trade agreement and listed 
among Canada's broad objectives in such negotia
tions ". . . to secure and enhance our access to . 
the U.S. market by enshrining a better set of rules 
whereby our trade is conducted," and "to de
velop a more predictable environment for trade 
and investment." The report stated that Cana
dian producers are concerned about their access 
to the U.S. market apd listed these specific barri
ers which many thought should be reduced: 

• the manner in which Canadian compa
nies' access to the U .s. market can be 
frustrated by the use of trade remedy 
laws; 

• the ease with which imports from Canada 
are swept up in measures aimed at others; 

• the continual threat of unil,ateral changes 
in the rules of the game; 

• the lack of access to the U.S. procure
ment market because of "Buy American" 
provisions at the Federal and State levels; 

· the large number of U.S. tariffs that con
tinue to limit access tothat market; and 

• the inadequacy of current mechanisms to 
resolve disputes. 
These actions by the Government of Canada 

were the result of an elaborate and extensive 
reexamination, which began in the early 1980's in 
Canada, of that country's basic economic inter
ests and trade policy .2 

President Reagan issued a statement in which 
he warmly welcomed the offer of Prime Minister 
Mulroney to explore the scope and prospects for 

' Report by the Honourable James Kelleher, Minister for 
International Trade, to the Right Honourable Brian 
Mulroney, Prime Minister of Canada, Sept. 25, 1985. 
1 See Opcratior. of the Trade A&reements Pro&ram, J6th 
R~port, 1984, uSITC Publication 1725, July 1985, 
p.122-127, ar J Operation of the Trade A&reements 
Pro&ram, J7th Report, 1985, USITC Publication 1871, 
June 1986, pp. 29-43. 



bilateral trade negotiations and stated that United 
States Trade Representative Clayton Yeutter 
would promptly begin consultations with the Sen
ate Committee on Finance and the House Com
mittee on Ways and Means on the advisability of 
entering negotiations and would emphasize the 
significance that the administration attached to 
this effort. 

In the United States Trade Representative's 
report to the President on bilateral trade with 
Canada, Ambassador Yeutter stated that the most 
promising way to reduce and eliminate bilateral 
barriers to u.s.-canadian trade in goods and 
services would be the exploration of a compre
hensive bilateral trade negotiation. He listed the 
following as significant barriers to U.S. exports of 
goods and services to Canada: 

• high Canadian tariffs across a wide spec
trum of products which act as major im
pediments to U.S. exports; 

• nontariff barriers at both the Federal and 
Provincial level that effectively preclude 
many U.S. exports from entering the Ca
nadian market; 

• obstacles to U.S. investment; 

• Federal and Provincial regulations that 
impede U.S. exports of services; and 

• Federal and Provincial governmental as
sistance programs that may result in subsi
dized competition. 

After extensive consultations with the Con
gress by Ambassador Yeutter, President Reagan 
on December 10, 1985, notified the Congress of 
his intent to enter into negotiations leading to a 
bilateral free-trade arrangement with Canada. 
Under the provisions of section 102 of the Trade 
Act of 1974, as amended, the Committee on Fi
nance of the Senate and the Committee on Ways 
and Means of the House of Representatives have 
60 legislative days to disapprove the use of section 
151 of the Trade Act of 1974 (the so-called fast 
track) to implement such an agreement, thereby 
effectively blocking the negotiations. On April 
23, 1986, the final day of the 60-day period, the 
Senate Committee on Finance, by a tie vote, 
failed to adopt a measure denying the President 
the fast track authority, and the negotiations were 
thus free to proceed. 1 

' A number of Senators characterized their negative vote 
u less of a protest over the prospect of freer trade with 
Canada than a slpal of dissatisfaction with what wu 
observed as the administration's policy or not fully 
en1•1in1 the Conaress In the formulation and develop
ment of trade policy. The vote, however, wu preceded 
by a call on the pan of 12 members or the Committee 
uklng the President to withdraw the lnlllallve. Reasons 
for this position differed-some were concerned with the 
stalled lumber issue, others were concerned with the 
Senate's role In trade matters. The impasse was broken 
boun before the deadline when one of the opponents 
1witchtd bis position and supported the President. 

Developments in 1986 

U.S. trade with Canada in 1985 and the first 
half of 1986 was marked by several difficult issues 
which carried implications for possible Congres
sional action on the President's proposal to enter 
into free-trade negotiations, as well as for the 
commencement of the negotiations. The most 
important of these issues concerned softwood 
lumber imports from Canada, which had in
creased significantly in recent years, giving rise to 
proposed legislation imposing quantitative Jimita· 
tions on such imports, and in May of 1986, to the 
filing of a second CVD petition contending that 
the stumpage practices of the Canadian Provincial 
governments constituted a subsidy.2 A second is· 
sue, also involving a much smaller volume of 
trade, was the U.S. imposition, in May 1986, of a 
duty of 35 percent ad valorem on imports of 
wood shakes and shingles (hitherto free of duty 
and virtually all supplied by Canada) following a 
finding by the U.S. International Trade Commis· 
sion under section 201 of the Trade Act of 1974 
that the U.S. shake and shingle industry was seri· 
ously injured by such imports. Despite the fact 
that U.S. duties on shakes and shingles are not 
bound, Canada retaliated against this U .s. action 
by increasing duties on Canadian imports of cer
tain U.S. products.3 Among other areas of dis
agreement are compulsory licensing of 
pharmaceutical patents' and policies of Provincial 
liquor boards which limit access of U .s. alcoholic 
beverages to the Canadian market.& The argu
ment was made by many that these current prob
lems should be resolved before entering into 
negotiation on establishment of a broad free
trade arrangement. 

Notwithstanding these difficulties, the nego
tiations formally began in Washington on June 
17, 1986, with Ambassador Simon Reisman rep
resenting Canada and Ambassador Peter Murphy 
representing the United States. Subsequently, 
plenary negotiating sessions at the ambassadorial 
level have occurred at 4-6 week intervals, gener
ally alternating between Ottawa, Canada, and 
Washington, D.C. Early in the process, the nego
tiators agreed that the goal should be a compre
hensive agreement under which free trade-the 
elimination of all tariff and nontariff barriers to 
trade-would be achieved by the year 2000. 

The plenary negotiating sessions during the 
remainder of 1986 sought to identify specific ar
eas where obstacles to trade were perceived to ex
ist and specific issues or irritants that should be 
addressed in the negotiations. As the parameters 
of these areas or issues were set, either working 

a See ch. 4 section on Canada. 
~ See ch. S. 
" See the ch. 4 section on Canada. 
1 See Op1ratlon of tll• Trad• A1r.,m•11t1 Pro1ram, 31tll 
R•port, 1985, p. 138 and JStll Ripon, 1983, USITC 
Publication 1535, June 1984, pp. 239-240. 
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aroups were established to proceed with detailed 
negotiations, or factfmding groups were estab· 
lished to determine the conditions of trade in spe
cific sectors. These groups were to report their 
progress and recommendations at plenary ses
sions as the negotiations progressed. 

Factfinding groups were established on the 
energy, telecommunications, and automotive sec
tors.1 By the end of the year, working groups had 
begun substantive negotiations in the following ar
eas: iniellectual property rights, services, customs 
matters other than tariffs (e.g., rules of origin), 
subsidies, government procurement, a group of 
miscellaneous U.S. and Canadian NTM's, and all 
issues in the agricultural sector except tariffs. 

The fundamental element in the establish
ment of a free-trade arrangement is the removal 
of tariffs. At the beginning of the negotiations 
both parties agreed to postpone any substantive 
discussions on the process by which U.S. and Ca
nadian tariffs on bilateral trade would be disman
tled until after the United States Trade 
Representative received the confidential report 
from the United States International Trade Com
mission. This report contained estimates of the 
probable economic effects on U.S. industries and 
on consumers of the removal of U.S. tariffs on 
imports from Canada.2 Early in 1986, however, 
technical discussions were held to establish an ex
change of computerized trade and tariff data in 

' In 1965, the U.S.-<:anadlan Automotlv• Products 
Aareement (the Auto Pact) wu sl1ned removing tartrfs 
on U.S.-CUadlan trade In automotive products with 
certain exceptions. The relationship of this aareement to 
a free trade asreement Is undetermined. For further 
Information on the Auto Pact, see cb. 4. 
1 The Commission's report wu delivered In January 
1987, and the first ne1otlatln1 session of tbe Tariffs 
Working Oroup took place In Aprll 1987, in Wuhington. 
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terms of both the existing tariff nomenclatures 
and the proposed Ha1111onized System nomencla
tures, which are expected to be in effect in both 
the United States and Canada when implementa· 
tion of a free-trade area would begin. 

Other areas either under discussion or to be 
taken up in 1987 include contingency protection 
(antidumping, countervailing, and import relief 
measures), investment, safeguards, and a dispute 
settlement mechanism. 

The year 1986 ended with mutual recogni
tion of the magnitude of the task to be completed 
in a limited time and the need to accelerate the 
pace of the negotiations, both at the working 
group and plenary levels, if the deadlines imposed 
by expiration of the U.S. fast track implementa
tion authority on January 3, 1988, are to be met. 
Under the fast track provisions, the President is 
required to give the Congress 90-day advance no· 
lice of his intent to enter into a trade agreement 
and to publish such notice in the Federal Regis· 
ter. During the 90-day period, the President is to 
consult with the Congressional committees having 
jurisdiction. If Congress does not indicate other· 
wise during the 90 days, the President is author
ized to enter into the trade agreement. At the 
same time, he is required to submit to Congress a 
copy of the agreement and a statement of the ac· 
tions that are needed to implement the agree· 
ment. Congress then has 60 days to enact 
without amendment, or to reject the implement· 
ing legislation. The expiration of the fast track 
authority on January 3, 1988, thus imposes a 
deadline of Oc~ober 3, 1987, at which time the 
complete package must be submitted to Congress 
for approval. 



CHAPl'ER 2 
THE GENERAL AGREEMENT 

ON TARIFFS AND TRADE AND 
THE TOKYO ROUND 

AGREEMENTS 

INTRODUCl10N 

The General Agreement on Tariffs and 
Trade (GATT) was negotiated in 1947. Today, 
the term GA Tr refers to both a multilateral 
agreement and an organization.1 Administration 
and governance of the GA TI are conducted by 
the Contracting Parties2 and the Council of Rep
resentatives (the Council). The Contracting Par
ties and the Council also oversee implementation 
of the Tokyo Round agreements. 

The Contracting Parties meet annually to 
oversee the operation and direction of GA TT. 
The annual 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 oversees virtu
ally all GA TT activities and acts on behalf of the 
Contracting Parties on both routine and urgent 
matters. Proposals that are particularly contro
versial, as well as. those in the formative stage, are 
debated at Council meetings until consensus on a 
course of action is reached. Work is then par
celed out to committees or specially created bod
ies. Figure 1 presents the organizational structure 
of the GATT. 

The GA TI has become both a comprehen
sive set of rules governing most aspects of interna
tional trade in goods (but not services) and a 
forum to sponsor multilateral trade negotiations 
(MTN) and resolve trade disputes among mem
ber countries. In 1986, the Contracting Parties 
agreed to embark on the eighth round of trade 
negotiations called the Uruguay Round. As in the 
Tokyo Round, the Uruguay Round negotiators 
will focus on reducing both tariff barriers and 
non-tariff measures (NTM's). The latter are con
sidered by both the United States and its trading 
partners to be among the most significant r~main
ing obstacles to trade expansion. Barr~ers to 
trade in the sectors of agriculture, tropical prod· 
ucts, textiles, natural resource products, and serv· 
ices will be given special attention.3 

' In this chapter, the acronym OA TT, u commonly 
used, refen not only to the aareement but also to the 
secretariat and bodies administering It and to the whole 
of trade-related acUritles carried out under Its auspices. 
The ule of the term General Agreement refers solely to 
the actual leaal document. 
1 In this repon, the conventional practice Is followed gf 
using the term "Contracting Parties" (capitalized) to refer 
10 the parties to the General Agreement acting formally 
as a body. References to Individual contracting panles, 
or to several contracUna parties, are lowercued. 
~ Set secllon of ch. 1 for a det1.lled report on the 
launchJn1 of the Uruauay Round. 

This chapter reports on activities of the 
GATT Contracting Parties and Council in 1986, 
activities of the committees and working groups of 
the GAIT, notification and actions taken under 
GA TI articles, and implementation of the Tokyo 
Round agreements. 

GAIT ACTIVmES DURING 1986 

In September 1986, a special session of the 
GA TI Contracting Parties met in Uruguay to 
launch a new round of MTN. Other notable 
events in 1986 include the accession of two new 
countries to the GATI-Hong Kong' and Mex
ico-and the replacement of Deputy Director 
General of the GATT, William B. Kelly, with for
mer U.S. textiles negotiator Charles Carlisle.s 
Also during 1986, new procedures were proposed 
for future appointment of the GA TI Director 
General. 

Activities on the work program outlined in 
the 1982 Ministerial Declaration continued 
throughout 1986, and standing committees at
tended both to their regular agendas and to 1982 
Ministerial-related assignments.' With most as
pects of the 1982 Ministerial work program 
folded into the Uruguay Round agenda, the as· 
signments mandated in 1982 are now, in effect, 
superseded and the work undertaken will serve as 
background for the Uruguay Round negotiators. 

Work of Committees and 
Working Groups 

Standing committees of the GA TI attended 
both to their regular responsibilities and to 1982 
Ministerial-related assignments in 1986, as de
scribed below. The Consultative Group of 18 
(CG-18), which operates like a steering commit· 
tee of the GATI, did not meet in 1986 because 
of other high-level meetings that addressed major 
policy issues related to the Uruguay Round.7 

4 Hong Kon1 hu been represented ln the GA TT by the 
United Kln1dom since 1947, but acceded this year as a 
member In Its own rlpt. 
1 GATT Press Releue No. 1399, Nov. 5, 19815. 
1 In November 1982, the Contract1n1 Panles met In a 
Mlnllterlal-level session and adopted decisions on a wide 
ran1e of trade Issues. Their decisions, Issued In a 
Ministerial Declaration, mandated an ambitious proaram 
of wort. For details on the 1982 Ministerial meetlna, 
see the U.S. International Trade Commission, Op1ratlon 
of Ill• Trad• A1r••m•nll Pro1ram, Uth R•port, 1982, 
tJSITC Publication 1414, August 1983, p. 14. 
7 Normally covered In this section, the group discusses 
formative Issues and assists the Contracting Parties In 
assessing formulation and Implementation of GA TT 
policies. The CG-18 was established on a temporary 
basis In 1975 and made permanent In 1979. Its mem
benhlp, conslst1n1 of both developed and developing 
country memben, rotates annually. 
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Figure 2· 1. Organizational Structure of the GA TT 
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Instead, a new round Preparatory Committee, 
formed in November 1985, met frequently in 
1986 to discuss trade issues of concern to GATT 
members and formulate a draft declaration on the 
commencement of a new round of trade negotia
tions for submission to trade ministers in Septem
ber .1 

Trade in agriculture 

In 1986, the Committee on Trade in Agricul
ture continued work on its agenda developed in 
1983.2 The Committee on Trade in Agriculture, 
calll)d for in the 1982 Ministerial Declaration, 
was set up to assess the effect of quantitative re
strictions, subsidies, and other barriers to agricul
tural trade.3 This assessment was carried out 
through the review of GATT members' submis
sions describing their measures related to agricul
ture. 4 

In November 1984, the Contracting Panies 
adopted recommendations of the Committee call
ing for, among other things, an elaboration on a 
number of recommended approaches to future 
MTN" on agricultural issues. The Committee's 
1986 agenda included examining innovative ap
proaches to future negotiations as outlined in the 
draft elaboration. At the April 1986 meeting, the 
Committee debated recommendations to liberal
ize agricultural trade in the revised draft elabora
tion. Th~ recommendations focused primarily on 
measures affecting market access, subsidies, and 
health. The Committee plans to work on further 
revisior, .')f the draft elaboration. 

Di·,::ussions on increasing market access in
clude.-: ;;llggestions for the relaxation of quantita
tive restrictions (art. XI), except for those 
maintained for domestic or regional security con
siderations. Other recommendations called for a 
two-pronged approach to market liberalization by 
simultaneously strengthening the rules governing 
quotas in article XI and undertaking direct nego
tiation to reduce and eliminate quantitative re
strictions. In November 1986, the members 
suggested that the Committee continue study of a 
tarif fs·only approach to negotiations, particularly 
the potential effect on markets and production of 
using this approach, and also the study of the 

1 See section on the Uruguay Round In ch. 1. 
• Committee on Trade In Agriculture, Program of Work, 
in GATT, Basic /nsrruments and Selected Documents, 
Supp. 30, p. 102. 
1 Ministerial Declaration adopted Nov. 29, 1982, In 
OATT, Balle Instruments and Selected Documents, 
Supp. 29, p. 16. 
• The Committee examined aplcullural trade measures 
affect1n1 market access and supplies, related subsidies 
and other forms of export assistance, and agrlcullural 
meuures currently In force under exceptions or deroga
tions to the General Agreement. Exceptions under arts. 
XI, XVI, and XVII, as well as derogations under waivers 
and "grandfather" clauses (legislation enacted prior to 
accesalon to the GATT), have been presented frequently 
by GA TT members u GA TT justification for agricultural 
ratrfcUom. 

need for a nurumum access commitment 
(MAC).5 Recommendations for MAC guidelines 
for negotiations included establishing self ·suffi
ciency-level negotiating baselines with allowance 
for market peculiarities, instead of setting fixed 
percentages. 

The Committee also discussed the use of 
other barriers to agricultural trade, including vol
untary restraint agreements (VRA's), variable 
levies, minimum import prices, and standards 
(sanitary or other technical barriers). Regarding 
VRA's, the Committee members discussed the 
treatment of VRA's as safeguards that are not in 
compliance with GA TT article XIX. The Com
mittee members agreed that such VRA's affecting 
agricultural trade should be gradually phased out 
or eliminated. During discussions on export sub
sidies, the Committee recommended two ap
proaches for improving the system. The first 
approach called for a strengthening of article 
XVI, which prohibits the use of export subsidies 
to gain "more than an equitable share of world 
expon trade" of a primary product; the second 
approach called for a gradual elimination of sub
sidies. The Committee also considered restrictive 
aspects of sanitary and health measures. Mem
bers expressed their views on the advantages and 
disadvantages of these measures and encouraged 
an even-handed approach to negotiations in this 
area. 

Tariff concessions 

The Committee on Tariff Concessions was 
formed after the Tokyo Round of Multilateral 
Trade Negotiations. Established in 1980, the 
Committee manages the gradual reduction of tar
iffs and oversees maintenance of GA TT tariff 
schedules.• It funher provides a forum for dis
cussion on any tariff-related concerns. In addi
tion, the Committee oversees the GA Tr 
article XXVIII (amendment of tariff schedules) 
negotiations associated with preparations for im
plementation of the new tariff nomenclature 
known as the Harmonized Commodity Descrip
·tion and Coding System (the Harmonized Sys· 
tem).7 

Much of the Committee's 1986 agenda in· 
volved preparation for the introduction of the 
Harmonized System in 1988. Developed by the 
Customs Cooperation Council in Brussels, the 
Harmonized System will unify and standardize 
the nomenclature used in the classification of 
traded goods for duty and statistical purposes. 

1 MAC ls a neaotlatlna technique being explored with 
respect to the liberalization or quotas affecting agricul
tural products, which would entail a commitment by 
contract1n1 parties to Import at levels equivalent to a 
percentage of domestic production, or to a ratio of 
Imports 10 domestic production. 
1 GATT Actl..,ltles 1986, Geneva, June 1986, pp. 23-24. 
7 The Harmonized System Is targeted for Implementation 
on Jan. 1, 1988. For more details, see "Customs 
Cooperation Council" In c:h. 3. 
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In adopting this new nomenclature structure, 
however, contracting parties will need to 
renegotiate tariff concessions under article 
XXVlll to reestablish the balance of concessions 
achieved in previous tariff rounds and agree
ments. The major trading countries are expected 
to complete this process by the end of 19 8 7. 
Contracting Parties agreed in concept to the use 
of a comprehensive protocol in publishing results 
of the Harmonized System negotiations, and the 
Committee was asked to continue working on 
draft provisions. 

The Committee began using a computer data 
base, developed under its auspices, to analyze 
tariff changes in the transposition of the Harmo
nized System. GA Tr members view the data 
base, in conjunction with the tariff study file, as 
an important asset in the fonhcoming multilateral 
trade round. 

The remainder of the Committee's 1986 
work dealt with changes in countries' schedules of 
tariff concessions. The deadline for notification 
of such changes to be included in the Sixth Certi
fication of Changes to Schedule was extended to 
Spring, 1987. The program to consolidate each 
country's schedules of GATI concessions into a 
single loose-leaf document continued. To date, 
39 of the 63 existing GA Tr national schedules 
have been submitted to the contracting parties, 
but only 10 of the 39 have been approved and are 
ready for certification. In light of the lag in im
plementing the p1:oject, the completion date has 
been postponed until a later date to be deter
mined by the Committee. 

Trade and development 

The Committee on Trade and Development 
(CTD) is responsible for examining issues of 
interest to developing countries in the area of 
international trade.' Under this mandate, 
the Committee monitors developments in 
international trade and reports on the effects 
of these developments on developing countries' 
economies. Also, the Committee oversees imple
mentation of the provisions of part IV of GA Tr 
and monitoring the operation of the .. enabling 
clause. "2 During 1986, members undertook a 
review of the Committee to determine the role it 

1 Kenneth Dam. Th• GATT Law and International 
Economic Oraanlzatlon. Cblcaao: The University of 
Cbicaao Pren, 1970, pp. 242-43. 
1 Pt. IV, added in 1969, and the "enabling clause," 
negotiated durina the 1979 Tokyo Round, allow special 
consideration of interests of developlna countries. The 
enabllna 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 meuures (NTM's) governed by GATT 
codes; (3) tariffs and, under certain conditions, NTM's 
amona developlna countries under reglonal or global 
trade arranaements; and (4) meuures applied to the 
Least Developed Countries In particular. The enabllna 
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should play in the forthcoming MTN. General 
consensus emerged that the Committee, as 
authorized under its mandate, should play a role 
in the new round to ensure that the interests of 
developing countries are considered. 

During the May 1986 meeting, the Commit
tee discussed the prospects for increasing trade 
between developing countries and developed 
countries. This discussion also included the issue 
of trade in tropical products, a topic that has now 
been placed on the Uruguay Round agenda.3 
The 1982 Ministerial Declaration assigned re
sponsibility to the CTD to initiate consultations 
and negotiations designed to encourage liberaliza
tion of trade in tropical products. Consultations 
were held in 1983 and 1984. During 1985, the 
results of the consultations were assessed, and 
procedures for negotiations were explored. 

At the November 1986 meeting, several ma
jor issues under the Committee's responsibility 
were reviewed. Discussions focused on finding 
better means to implement pan IV of GA Tr and 
the enabling clause. Taking note of the declining 
terms of trade affecting developing countries and 
increased protectionism practiced by developed 
countries, the Committee stressed the need to de
sign new policies to overcome the adverse effects 
of trade-distorting practices, interest rate and ex
change rate volatility, and long-term capital inflow 
disincentives. Committee · members recom
mended the forthcoming MTN negotiations as 
providing an opportunity to resolve these conflicts 
and to design new strategies to promote trade lib
eralization more effectively. 

During 1986, the Committee also continued 
to sponsor consultations ~n implementation of 
part IV of the General Agreement-a measure 
designed to encourage governments to adopt 
more favorable nonreciprocal trading arrange
ments, such as the Generalized System of Prefer
ences (GSP), with developing countries. The 
consultations are designed both to assess imple
mentation and to encourage governments to con
sider pan IV in forming overall trade policy. In 
May 1986, the Committee considered part IV 
submissions by Australia, Austria, Finland, Hun
gary, Japan, New Zealand, Switzerland, the 
United States, and the European Community 
(EC). Several committee members expressed 
concern about the effect of the U.S. preference 
arrangement as renewed. 4 The arrangement was 
viewed by. some committee members as under
mining the .. nonreciprocal" nature of the GSP. 
The United States; for its pan, reiterated its com
mitment to uphold the principles of the GSP and 

•-Continued. clause also provides for greater adherence 
by developing countries to the obligations of GA TT 
membership, adherence that Is commensurate with each 
country's level of economic development. 
m See discussion of the Uruguay Round in ch. 1. 
• Title V of Trade and Tariff Act of 1984, Public Law 
98-573, Oct. 30, 1984, of the 98th Cong. 



to continue expanding the benefits under the sys
tem. Other reporting countries outlined their new 
GSP schemes and also expressed a commitm~nt 
to improve market access for products from d~
veloping countries. 

The Committee's mandate regarding the ac
tivities of the Subcommittees on Trade of the 
Least Developed Countries1 and on Protective 
Measures was also examined in November. The 
members agreed that the subcommittees will con
tinue to function as needed by the full committee. 
The CTD Subcommittee on Protective Measures 
examines protective measures taken by developed 
countries that affect impons from developing 
countries. The subcommittee reviews protective 
actions brought to its attention by notifications 
from members, or from information gathered by 
the Secretariat. The Subcommittee on ·Trade of 
the Least Developed Countries concentrates pri· 
marily on the following three issues: (1) expan
sion and diversification of the trade of least 
developed countries, (2) strengthening of techni
cal cooperation regarding trade, and (3) integra
tion of these countries into the GA 1T trading 
system. The Subcommittee has also hosted a se
ries of consultations between the interested least 
developed countries and their trading partners. 

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 GA1T, exemptions under articles 
XII and XVUJ2 can be applied in conjunction 
with consultations with the Committee on Balance 
of Payments Import Restrictions. Countries in
voking such restrictions must regularly consult 
with other contracting parties for the duration of 
the restrictions. The Committee monitors the re
strictions and the country's progress in moving to
ward liberalization,3 Both full consultations 

• The term "least developed countries" refers to those 
countries that are the least developed of the developing 
countries. 
1 Art. XII provides for the Implementation of Import 
restrictions 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 cue of low monetary 
reserves "to achieve a reasonable rate of Increase In Us 
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 contract1n1 parties Is to be avoided. 
Art. XVIII provides for the terms under which developing 
countries may take these and other measures for the 
purposes of development In exception to normal obliga
tions under the General Apeement. 
'GATr ActMtl•i 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 Contractln1 Parties on 

and consultations under simplified proce
dures.known as miniconsultations·, are under
taken. In 1986, the Committee conducted full 
consultations with Argentina and Greece. Mini
consultations were held with Bangladesh, Peru, 
India, Korea, Nigeria, and Yugoslavia. All coun
tries whose trade may be affected by import re
strictions are permitted to participate in the 
consultations. 

Argentina's full consultation, held May 12, 
1986, focused not only on internal and external 
imbalances, but also on trade-restrictive practices • 
by its major trading partners. Argentina's wors
ening situation is reflected in the rapid outflow of 
capital, decline in export volumes, and domestic 
inflation, among other things. Argentina reported 
that the adverse economic climate has led it to 
invoke import restrictions such as impon licens
ing, import deposits, a ten percent ad valorem ad
ditional tariff, and measures relating to minimum 
financing terms for imports. Although Argentina 
is in the midst of an economic crisis, the Commit
tee members were encouraged to believe that re
cent economic reforms would lead the country 
toward internal and external balance and an in
creased commitment to liberalization. 

During its consultations, Greece requested 
permission to rescind recent. liberalization meas
ures by establishing a temporary import deposit 
scheme. On May 6, 1986, the Committee dis
cussed Greece's deteriorating internal and exter
nal accounts and encouraged Greece to continue 
the consultations in 1987 and to adhere to fiscal 
restraints. 

Miniconsultations were held in April with 
Bangladesh and Peru. The Committee reviewed 
the information submitted for the review, and 
recommended that full consultations be held with 
Peru in 1987. In October, the Committee met for 
miniconsultations with India, Korea, Nigeria, and 
Yugoslavia. Full consultations in 1987 with India 
and Korea were recommended in order to further 
review the liberalization measures that these 
countries are undertaking. 

For 1987, full consultations were scheduled 
for Egypt, Greece, India, Israel, Korea, and Peru. 
Miniconsultations were recommended for Brazil, 
Colombia, Ghana, Pakistan, Sri Lanka, Tunisia, 
and Turkey in 1987. In addition, the Committee 
encouraged other countries invoking trade meas
ures for balance-of-payments reasons to inform 
the Committee as soon as possible. 

Quantitative restrictions and other NTM's 
As directed under the 1982 Ministerial Dec

laration, the Group on Quantitative Restrictions 
(QR's) and other NTM's completed the final 
stages of its inventory. 1 At the November 

'-Contlnu•d. Nov. 28, 1979. GATT, Basic /nitru
m•nlJ and S•ltct•d Docum•nti, Supp. 26, p. 205. 
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annual session, the Contracting Panies dissolved 
the group and in its place established a technical 
group to oversee maintenance of the inventory.2 
The inventory consists of an extensive compila
tion of quantitative restrictions and NTM's drawn 
from submissions of GA 'IT members describing 
the basis of these measures and an estimate of the 
trade effect of each measure. The technical 
group is empowered to ensure that the inventory 
is kept current and accurate and that it is made 
available to other GA Tr groups. 

Before disbanding, the Group on Quantita
tive Restrictions and Other NTM's reemphasized 
the commitment to elinµnating quantitative re
strictions and NTM's and to identifying measures 
of interest to developing countries. During the 
1986 proceedings, the group recommended that, 
in keeping with their commitment to continually 
update the inventory, all contracting panies 
should submit by January 31, 1987, detailed, ac
curate information on quantitative restrictions 
and notification of any changes in existing data. 
Furthermore, the group reiterated that members' 
notifications should describe the trade effects of 
the measures. 

In October 1986, the group completed the 
multilateral review of progress, the first of a regu
lar biannual process,3 The review underscored 
the importance of liberalizing quantitative restric
tions and bringing existing ones into GA TI' con,
formity. Encouraged by the Contracting Panies' 
resolve to hold a new round of MTN, the group 
recommended multilateral oversight of future ne
gotiations to eliminate or reduce nontariff barriers 
to trade. 

Textiles 

The Textiles Committee4 met five times in 
1986; four times to discuss the future of the Mul-

1 QuantllaUve Restrictions and Other Non-tariff meas• 
urea, Ministerial DeclaraUon, Baile ln1trum1n11 and 
S1l1ct1d Doc11m1nt1, Supp. 29, p. 17. The Ministerial 
mandate of the Group on QR's and other NTM's was 
divided Into three staaes: (1) complllna documentation 
from GA TT members for an Inventory of existlna 
quantltaUve restrictions and NTM'1, (2) conductlna a 
detailed review of these measures, and (3) presentlna Its 
findlnp and recommendaUons to the annual session of 
the Contractlna Parties. With the three stages completed 
by November 1985, the aroup was directed by the 
Contractlna Parties to present proposals for further action 
to the 1916 annual session. 
1 Decision adopted by the Contracting Parties on Quantl· 
taUve Restrictions and Other NTMs, 42nd session of the 
Contractlna Parties, action taken on Nov. 26, 1986, 
OATT Doc. No. U6100. 
1 Amona recommendations presented by the group In 
1985 was a proposal that multilateral review of the 
documentation be held In October 1986 and once every 
2 years thereafter In order to maintain an up-to-date 
data base and to examine the possibility of eliminating 
quantitative restrictions not In conformity with the 
OATT. 
• For a description of the Textiles Committee, see the 
Operation of tit• Trad• A&r11m1nt1 Pro1ram, 

2-6 

tifiber Arrangement (MFA), and once to conduct 
the annual review of the MFA. Negotiations in 
the Textiles Committee on extending the MFA 
continued up to the July 31, 1986, expiration 
date of the predecessor accord. At that time, 
panicipants agreed upon renewing the MF A for S 
years with several significant changes.s The ex
tension culminated over a year of negotiations on 
the MFA's future. The negotiations pitted the 
United States and some of its industrialized trad
ing partners, which led the position that favored 
broader fiber coverage and import surge and 
fraud control mechanisms, against developing 
countries, which sought liberalization of trade in 
textiles, including the application of GA TT prin
ciples. 

The Subcommittee on Adjustment reported 
to the Textiles Committee in April 1986.e At that 
time, the subcommittee reported on develop
ments in production, employment, and invest
ment of importing and exporting members. 
Trade-related issues covered by the report in
cluded industry responses to market forces, Gov
ernment actions relevant to adjustment, and 
evolution of restrictions and market access for 
trade in textiles. The Committee chairman noted 
the reference in the report as to the need for in
creased emphasis on identifying results of Gov
ernment programs and industrial measures 
related to adjustment. Anicle 19 of the extension 
of the protocol directs the Subcommittee on Ad· 
justment to review adjustment processes in mem
ber countries. 

At its December meeting, the Textiles Com
mittee undertook the annual review of the MFA 
as required under article 10:4 of the arrange
ment. As pan of the review, the Committee con
sidered reports by the Textiles Surveillance Body 
(TSB) and the Subcommittee on Adjustment,7 
The report by the TSB only extended through 
MFA Ill, without considering work undertaken 
during the first months of MFA 1v.e By so do
ing, the next annual review will cover work done 
since the inception of MFA IV. 

During the annual review of the MFA in De
cember 1986, a group of developing countries, 
headed by Malaysian Ambassador Darry Salim 

4-Contln111d. J6tlt Ripon, 1984, USITC Publication 
1725, July 1985, pp. 46-48. 
1 For a discussion of the extension of the MFA, 
SH ch. 1. 
1 The Subcommittee on Adjustment Is responsible for 
determlnlnl whether or not the provisions of art. 1:4 of 
the MPA are belnl Implemented. Art. 1:4 states that 
"Actions taken under this Arranaement shall not Inter
rupt or dlscouraae the autonomous Industrial adjustment 
prqcesses of partlclpatlna countries." Also, the article 
says that appropriate economic and social policies should 
be enacted to encourage structural adjustment In the 
textiles sector of each country. 
1 The TSB's role Is to supervise the Implementation 
of the MFA. 
1 '!'he MFA, created In 1974, has been extended three 
times. MFA Ill and MFA IV refer to the successive 
recent versions of the accord. 



criticized the •overall negative direction" of MFA 
IV because of increasing protection by major de
veloped country markets. Ambassador Salim de
clared that the development of the MFA has 
meant that •negativfl elements are being strength
ened or introduced at the cost of retaining the 
existing positive elements in the arrangement." 
The solution to the present •unsatisfactory situ
ation" in textiles trade, Ambassador Salim stated, 
is to bring textiles back under the GATI, instead 
of subject to separate authority under the MFA. 

A repon completed by the GA 1T secretariat 
and presented to the December Textiles Commit
tee meeting traced the consistent decline in textile 
production in all developed countries except Nor
way since 1982. For 1985, the data revealed 
negative annual growth in textile production for 
the United States, Japan, and Finland. U .s. pro
duction apparently picked up during January
June 1986. EC production declined or stagnated 
during 1984-85, the repon indicated. 

Actions Under Articles of the 
General Agreement 

Emergency actions on imports (art. XIX) 

Anicle XIX of the General Agreement, also 
known as the .. escape clause," allows GATI 
members to escape temporarily from their negoti-

Table 2-1 

Artlole XIX aotlon1 In effect •• of Deo. 31, 1181 

ated GA 1T commitments and impose emergency, 
restrictive trade measures when actual or threat
ened serious injury to a domestic industry is dem
onstrated. t A country exercising article XIX is 
required to notify the GA 1T and consult with af
fected exporting countries to arrange compensa
tion. The incentive for the notifying country to 
negotiate compensation measures stems from the 
built-in right of affected countries to unilaterally 
suspend .. substo1ntially equivalent concessions or 
other obligations" if these negotiations fail. 

A number of article XIX actions were noti
fied or in effect as a result of previous notifica
tions. These actions in effect at yearend 1986 are 
listed in table 2-1. During 1986, Chile modified 
its action regarding sugar: Australia terminated 
one of its existing article XIX restrictions on me· 
tor vehicles: and three new actions were notifiec1, 
two by the EC on raspberries and sweet potatofis, 

. and one by Finland on fiberboard. 

New emergency actions notified in 1986 

In January 1986, the EC notified the GATI 
of article XIX action on impons of provisionally 

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

fmpfementfng 
country Type of product 

Date 

notfffed' 

Aultrda 

Au1trda1 •••••••••••••••••••••• , •••••••••• 

Canada 
Canada 
Canada 

Canada 
Ctllle ••••••••••..•••••••.•• , ••••••.•••••••• 
Ctllle ..................................... . 
C1111e ••.••••••••••••••••••••••••••••••••••• 

Ctllle ..................... ·. · · · .. · · · · · · · · · · 
El.l'opean Community 

El.l'OPlln Community 
El.l'opean Community 

El.l'opean Community 
El.l'opean Community 

Flrllarld' • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •••• 
United State1 •••••••••••••••••••••••••••••• 

United Stat•• •••••••••••••••••••••••••••••• 

1 Date of dl1trlbutlon of notification. 

Flament lamp1 

AIHmbl•d pa11eng1r motor vehlclH 

LHther footwear 
Nonleather footwear 

Yelow onion• 
BHf and veal 
Edlble vegetable 0H1 
SUgar 

Wheat 
Vegetable and oNHed 0111 
Prnerved ra1pberrteaa 

Dried grapee 
Morello chln1H 

SwHt potato•• 
Digltal quartZ watchee 
Porou1 fiberboard 

Heavyweight motorcycle• 
Specialty 1t1el 

JUiy 1983 

JUiy 1977 
JUiy 1982 
Nov. 1981 
Oct. 1982 

Jan. 1985 
Dec. 1985 
Aug. 1984 

Sept. 1985 
Dec. 1985 

Feb. 1988 

Nov. 1982 
July 1985 

May 1988 

May 1984 
Aug. 1988 

May 1983 

July 1983 

1 Au1trda terminated this action effective Jan. 1, 1988, and notified the GATT that It had terminated the 
quantitative re1trtotlon1 concerned. 
• Remained In effect &ml Jl.N 30, 1988. 
• Remained In effect &ml Nov. 14, 1988. 
Sol.l'oe: The GA TT. 
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preserved raspberries. 1 The measures remained 
in effect until June 30, 1986. Also, the duties 
imposed did not apply to raspberries imported at 
prices above a stated minimum price level. 

In May 1986, the EC notified the GAIT of 
article XIX action on imports of sweet potatoes.2 
The action consisted of a temporary suspension of 
the issue of import certificates for sweet potatoes. 
The EC reported to the GA IT .that the suppliers 
of the affected product that are members of the 
GA IT account for only S percent of total EC im
ports. 

Finland notified the GAIT in August 1986 
of article XIX action on porous fiberboard im
pregnated with bitumen. From June 2 through 
November 14, 1987, the Ministry of Finance im
posed a basic price of US$443 per ton and a sur
charge, equal to the difference between the basic 
price and the import price on imports of the 
product. 

Changes in existing emergency actions 
during 1986 

In February 1986, Chile notified the GAIT 
of modification of its article XIX action on im
ports of sugar. The measure was originally intro
duced in July 1984. The action, as modified in 
January 1986, is to remain in effect until March 
31, 1987.3 The Chilean measure provides for 
specific duties on raw and refined sugar in addi
tion to the rate of 20 percent ad valorem, or a 
reduction of the 20 percent customs duty, de
pending.on the impo.rt price of sugar.• 

In March 1986, the EC notified the GAIT 
that it was revoking compensatory measures it 
had taken against the United States in response to 
U.S. article XIX action on specialty steel prod
ucts. The revocation was made possible by a De
cember 1985 arrangement entered into between 
the EC and the United States on U.S. imports of 
specialty steel from the EC. The December ar
rangement replaced an earlier arrangement con
cluded in 1982, and the EC measures that were 
revoked had been in effect since March 1984. 

Dispute settlement (arts. XXll and XXIII) 

When a member country fails to respect a 
tariff concession or other obligation, or engages in 
a trade practice inconsistent with GA Tr provi
sions, the General Agreement allows affected 
members to seek redress through the dispute set
tlement procedures of articles XXll and XXIII. 

1 EC Regulation No. 67/86, Jan. 15, 1986. 
•EC Regulation No. 1146/86, Apr. 18, 1986. 
a Supreme Decree No. 1114, Jan. 8, 1986. 
4 The specific duties apply from a price equal to or lower 
than $249 per ton f.o.b. The specific duty ranges from 
Sl.26 to $239.40 per ton imported If the international 
price falls to $60 per ton f.o.b. The 20-percent customs 
duty Is lowered propessively from an International price 
of equal to, or higher than, $492 per ton f.o.b. 
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More general in nature, article XXll provides for 
bilateral consultations on any matter affecting the 
operation of the General Agreement. If article 
XXII discussions do not resolve an issue, use of 
article XXlll: 1 elevates the dispute to a more ad
vanced stage of consultations.& 

If bilateral consultations fail to yield a mutu
ally satisfactory solution, the matter may be re
ferred to the GAIT under article XXlll:2. At 
this point, the usual procedure is to refer the dis
pute to a panel. e The panel reports its findings to 
the GAIT Council where the decision is made, 
on behalf of the Contracting Parties, whether or 
not to adopt the report and its recommenda
tions. 7 If an adopted recommendation calling for 
elimination of a GA TI-inconsistent practice is ig
r.'"' ;ed, the complaining country may request the 
Contracting Parties to authorize it to suspend "ap
propriate" concessions vis-a-vis the offending 
country. However, such authorization is rarely 
requested.& 

A determination to improve the dispute set
tlement process formed part of the 1982 Ministe
rial Declaration and now will be a subject of the 
Uruguay Round. Some progress on modifications 
has resulted from this initiative, because of obser
vations that the process was cumbersome and 
time consuming.' For example, a roster of non
governmental experts to serve on dispute settle
ment panels has been developed.10 

Consultations 

During 1986, GAIT members held article 
XXll consultations, which are relatively informal, 
on a variety of issues. Article XXlll: 1 consulta
tions are the next and more formal step in the 
dispute settlement process.· Article XXlll: 1 con
sultations, which had not reached the panel 

• Under art. XXlll: 1, the affected 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 consideration to the representations or 
proposals made to it." 
1 The panel is composed of persons selected from the 
delegations of contracting parties not engaged In the 
dispute. The panel members are expected to act as 
disinterested mediators and not as representatives of 
their governments. 
7 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. 
1 According to the final paragraph of art. XXIll, after 
such suspension by the complainant, the offending 
country also has the right (within 60 days) to withdraw 
from the GATT. 
1 For further details on proposals to Improve the dispute 
settlement process, see Rni1w of the Effectiveness of 
Trade Dispute Settlement Und1r the GAIT and Tokyo 
Round A&reem1nts, (Investigation No. 332-212), USITC 
Publication 1793, December 1985. 
10 The Contracting Parties adopted the roster proposal at 
the end of 1984. In November 1985, they approved a 
list of candidates for this roster. 



(an. XXIII:2) stage by the end of 1986, are de
scribed below. 

In an unusual move, the Council agreed in 
July to establish a working pany under anicle 
XXII to examine a longstanding EC complaint. 
In May 1986, the EC requested the establishment 
of a working pany under article XX11:2 to exam
ine its longstanding complaint on Japanese meas
ures affecting the world market for copper ores 
and concentrates. In its request for a working 
pany, the EC assened that Japan ensures itself a 
large share of world supply by maintaining Japa
nese market prices for copper that are 10 to 14 
percent above the world price. This subject had 
been one of concern to the EC for several years. 1 

At the July 15, 1986, meeting, the Council 
established a group of governmental experts, 
open to all interested parties, to study the prob
lem. On October 23, the Intergovernmental 
Group of Experts on Copper met to set the 
agenda and consider the allegations against Ja
pan. The group has scheduled meetings to un
denake this matter and will examine the issue 
under the following guidelines: (1) production 
and consumption structures, (2) supply and de
mand situation, (3) pricing policies, and ( 4) 
trends in world trade, including protective meas
ures.2 A final repon is expected by spring 1987. 

Canada and the United States initiated con
sultations with one another in 1986 on the U.S. 
customs user fees and on Canadian expon restric
tions on uranium. In November, Canada re
quested article XXIII: 1 consultations on U.S. 
customs user fees, which became effective on De
cember 1, 1986, as pan of the Omnibus Budget 
Reconciliation Act of 1986. Canada argued that 
the imposition of the fees on an ad valorem basis 
does not correspond to the cost of providing the 
service of processing the impon of a product. In 
December 1986, the United States requested arti
cle XXIII: 1 consultations with Canada on Cana
dian restrictions on exports of unprocessed 
uranium. The Canadian policy requires that all 
uranium concentrates be upgraded into uranium 
hexaflouride prior to expon, unless a specific ex
ception is granted. The United States argued that 
the policy, in effect, prohibits exports and that 
the restrictions are inconsistent with GA TI anicle 
XI that sets out rules on the use of quotas. 

The EC requested consultations on a number 
of issues in 1986. In October, the EC requested 

1 In response .to previous EC requests for GA TT consul
tations·, the Council had Indicated that the EC claims 
were vague and had asked the EC to report back with a 
more specific formulation of Its complaint. The EC held 
consultations with Japan in 1982, and in 1984 also 
requested an art. XXII working party. Informal consul
tations were conducted by the Chairman of the Council 
in 1984, 1985, and in early 1986. 
2 U.S. Department of Stale unclassified cable, 
Geneva 2088, Oct. 28, 1986. 

article XXII: 1 consultations with 'apan and the 
United States on the bilateral U .$./Japanese 
semiconductor agreement. The EC request for 
consultations was considered at the October 
Council meeting. In November 1986, the EC re
quested anicle XX11: 1 consultations with the 
United States on internal taxes on petroleum, pe
troleum products, and chemical derivatives. The 
complaint concerned the "Superfund 
Reauthorization and Amendments Act of 1986," 
panicularly the increased tax on petroleum with a 
differential between 8. 2 cents per barrel for do
mestic oil and 11. 7 cents per barrel on imponed 
petroleum products. The EC argued that the tax 
differential discriminates against imponed prod
ucts and is therefore contrary to GA TI anicle 
III. In November, Canada also requested anicle 
XXIII: 1 consultations with the United States on 
the superfund measure and Mexico requested 
that copies of the legislation be supplied. In De
cember 1986, the EC again requested anicle 
XXII: 1 consultations with the United States on 
transitional rules for U.S. tax reform with respect 
to small passenger aircraft. Tl)e EC argued that 
the exemption for U.S.-manufactured aircraft 
from the general abolition of the investment tax 
credit and accelerated depreciation provisions 
gives U.S. producers an advantage over foreign 
suppliers. 

During 1986, New Zealand consulted on 
trade matters with the EC and the United States. 
In March 1986, New Zealand requested anicle 
XXII consultations with the EC on impon restric
tions instituted by France with respect to a ban
ning of lamb brains from New Zealand. New 
Zealand asked that the consultations be con
ducted to provide funher information on the 
measure taken by France, and to discuss its possi
ble conflict with EC obligations under the GATI. 
In July 1986, New Zealand reponed that consul
tations had resolved the issue. In September, 
New Zealand requested consultations regarding 
U.S. countervailing duty (CVD) and antidumping 
orders on exports of low-fuming brazing copper 
rod and wire from New Zealand. New Zealand 
argued that the CVD assessment did not take into 
account the phaseout of its tax credit program, 
that the assessed dumping margin did not con
sider differences in quantities of the product sold 
in the domestic and U.S. markets, and that the 
evidence presented to the U.S.Intemational 
Trade Commission did not justify a finding that 
New Zealand exports were causing material in
jury. 

In May 1986, Brazil requested consultations 
with the United States under article XXIll: 1 on 
increased U.S. duties (of 60 cents per gallon) af
fecting imports from Brazil of ethyl alcohol. Bra
zil further alleged that U.S. subsidies on the 
production of ethyl alcohol adversely affect Bra
zilian exports of the product. 
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Panels requested by the United States: 

Japanese restrictions on imports of herring, 
polloclc, and surimi.-In November 1986, the 
United States requested a panel to examine Japa
nese import restrictions on herring, pollock, and 
surimi. The Council considered the U.S. request 
at the meeting on November S and 6 and again 
on November 21, but agreed to revert to the mat
ter and did not establish a panel.1 

Japanese restrictions on imports of certain 
agricultural products.-ln October 1986 a panel 
was established at the request of the United 
States. The United States argued, among other 
things, that the Japanese restrictions, in effect 
since 1963 on 12 categories of agricultural prod
ucts, are administered contrary to GA Tr article 
XI. The Chairman of the Council was authorized 
to draw up the terms of reference and designate 
the members of the panel in consultation with the 
United States and the EC. As of November 
1986, the panel's terms of reference had not yet 
been agreed upon. 

EC tariff preferences on citrus products.-In 
1984, the report of the panel examining this U.S. 
complaint was completed.2 The panel concluded 
that the EC preferen'i';es would be inconsistent 
with article I: 1 of the General Agreement unless 
the preferences were otherwise permitted under 
provisions of the GA Tr or under a decision of 
the Contracting Parties. To redress the adverse 
effects the United States had suffered as a result 
of the preferences, the panel suggested that the 
EC reduce the most-favored-nation (MFN) tariff 
rates on fr:sh 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.3 Following a final unsuccessful at
tempt at bilateral settlement, the report was con
sidered by the Council in March 1985 and again 
at subsequent Council meetings, but its findings 
and recommendations could not gain full accep
tance:• The dispute was finally resolved in 
August 1986 with an agreement that the EC 
would reduce its duties on a range of U .s. citrus 
exports by up to SO percent, and the United 

' The dispute was settled on Mar. 20, 1987, as a result 
of bilateral discussions. 
• The United States contended that EC tariff preferences 
on Imports of citrus products from Mediterranean 
countries violated MFN obligations and thus nullified and 
Impaired benefits to the United States of negotiated tariff 
concessions. For further background, see the Op1ration 
o/ tla1 Trad• A&reem1n11 Pro1ram, 34111 R1port, 1982, 
p. 44. 
:t GATT, GATT Acti\litl1s 1984, Geneva, June 1985, 
p. 37. 
' Frustrated with EC blockage of the Council's adoption 
of the panel report, the President made a determination 
under sec. 301 in June 1985 that the EC practices were 
unreasonable, discriminatory, and constituted a burden 
on U.S. commerce. In addition, the President used his 
authority under sec. 301 procedures to institute retali
atory measures against pasta products imported from the 
EC. See also "Enforcement of trade agreements and 
response to foreign practices" in ch. 5. 
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States agreed to cut tariffs on olives and some 
cheeses imported from the Ec.s 

Followup on Japanese import restrictions on 
leather.-In April 1983, the Council agreed to es
tablish a panel to investigate a U.S. complaint 
about Japanese leather import restrictions. The 
panel report, adopted by the Council in May 
1984, concluded that Japan's quantitative restric
tions on imports of leather violated GA Tr rules 
on the elimination of quantitative restrictions (an. 
XI) and suggested that the Contracting Parties 
urge Japan to eliminate its quantitative restric
tions. 8 In July 1985, Japan announced that it 
would replace its leather import quota system with 
new tariff measures and would enter into article 
XXVIII: S negotiations on the bound tariff items 
affected.7 On April 1, 1986, the Government of 
Japan fully eliminated the quantitative restrictions 
on leather imports, including the restrictions on 
leather footwear imports for unbound as well as 
bound items. The quantitative restrictions were 
replaced with a tariff-rate quota provision. 

Panels examining U.S. measures: 

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 1986. 

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 U.S. International Trade Com
mission on the matter. a Canada postponed fur
ther action in the GA Tr to await the outcome of 
any further Presidential action. 

Nicaraguan complaint against the U.S. trade 
embargo.9-In July 1985, Nicaragua requested 
the formation of a panel on the U.S. imposition 

1 For more details, see ch. 4 section on the EC. 
1 GATT, Basic lnstrum1nts and S1l1ct1d Docum1nts, 
31st Supp., March 1985, p. 94. 
7 Since The U.S. President did not consider this action 
wholly satisfactory, he announced in September 1985 
that retaliatory action would be taken under sec. 301 
authority of U.S. law, unless a mutually agreed solution 
was reached by Dec. 1, 1985. In December, the United 
States and Japan reached a compromise on a compensa
tion package in which Japan would lower or bind certain 
tariffs and allow the United States to raise tariffs on 
imports of certain Japanese leather goods. 
•At this writing, the U.S. International Trade Commis
sion report has not been publicly released by the 
President. 
• Effective May 7, 1985, the United States banned all 
trade with Nicaragua and justified this measure under 
art. XXI (national security exemption) of the GATT. 



of a ttade embargo against Nicangua.1 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 
(an. XXI). In April 1986, the terms of reference 
and composition of the panel were agreed upon, 
and, in October, the panel repon was completed. 
The panel repon was considered at the Council 
meeting in early November and the Council 
chairman agreed to discuss the repon with the 
parties. At the meeting on November 21, the 
chairman reponed that the discussions yielded no 
positive results. 

Followup on EC complaint on the U.S. 
manufacturing clause.2 -In February 1986, the 
EC requested authorization from the GA TI' to 
suspend concessions with respect to the United 
States for its continued violation of the GA TI' 
ruling on the U.S. manufacturing clause.3 At that 
time, legislation had been proposed in the U.S. 
Congress to further extend the provision beyond 
its mid-1986 expiration date. Nevertheless, U.S. 
law was brought into conformity with the panel 
recommendations when the manufacturing clause 
expired on June 30, 1986. 

Followup on Nicaraguan complaint on U.S. 
sugar quotas.4 -A panel was established in July 
1983, at the request of Nicaragua, to investigate 
U.S. reduction of quotas on sugar imponed from 
Nicaragua. The repon of the panel, adopted in 
March 1984, concluded that reduction of the 
sugar quota allocated to Nicaragua by the United 
States for fiscal year 1984 was inconsistent with 
the nondiscrimination clause of the GAIT.& 

1 The United States bad refused Nicaragua's request for 
c:onsultatlons, arguing that the measure was taken for 
national security reasons and that the political aspects of 
the issue were beyond the competence of the GA TT. 
1 A panel established in April 1983 examined an EC 
complaint regarding sec:. 601 of the U.S. Copyright Act, 
known as the manufacturing clause. According to the 
EC, the manufacturing clause effectively prohibited 
imports of certain literary material by an American 
author into the United States. The report of the panel, 
concluding that the U.S. manufac:turirig clause was 
inconsistent with GATT provisions, was adopted by the 
Council in May 1984. (GATT, Basic Instruments and 
Selected Documents, 31st Supp., March 1985, p. 74.) 
:i This provision prohibited imports into the United States 
of "nondramatic literary works" in the English language 
by American authors except for those printed in the 
United States and Canada. Some version of this clause 
has accompanied the U.S. Copyright Ac:t sinc:e its 
enactment in 1891 to protect the nascent domestic 
printing industry. Jn 1982, legislation extending the 
expired manufacturing clause was passed by Congress. 
The clause lapsed on July 1, 1986. A Presidential veto 
of the legislation was overridden by Congress. For more 
information, see the Study of the Economic Effects of 
Terminating the Manufacturing Clause of the Copyright 
Law, USJTC Public:ation 1402, July 1983. 
4 For further details on this dispute, see the Operation of 
the Trade Agreements Program, 36th Report, 1984, 
p. 53. 
1 GATT, Basic Instruments and Selected Documents, 
31st Supp., March 1985, p. 67. 

However, the United States has not carried out 
the panel recommendations adopted by the Con
uacting Parties, but recognized Nicaragua's right 
to take retaliatory measures. Nicaragua had not 
exercised this option by the end of 1986, stating 
that such action would be conttary to the spirit of 
the GA TI' and to its own national interests. e 
Nevertheless, Nicaragua continued to nise the is
sue in GAIT Council meetings in 1986, but no 
funher action was taken. 

Cases among other countries: 

EC complaint on Japanese measures affect
ing imported wines and alcoholic beverages.-ln 
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 bevenges. Canada 
also joined in the consultations. In November 
meetings, the Council considered a request by the 
EC for a panel to examine the matter, but de
ferred action on the EC request to the next Coun
cil meeting. 

EC complaint on certain practices of a Ca
nadian Provincial (Quebec) liquor board.-ln 
March 1985, the Council established a panel un
der article XXII1:2 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 unfair under 
GA 1T l As a result, the EC claimed the Quebec 
liquor board actions resulted in imports receiving 
less favorable treatment than domestic products. 
Bilateral consultations continued on the substan
tive issues but did not resolve the matter. In Feb
ruary 1986, the panel's terms of reference were 
reponed to the Council and by May the panel 
members were chosen. 

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.a At the 
request of South Africa, the Council established a 
panel under an. XXIII: 1 in November 1984. 
The panel report, considered by the Council in 
September and November 1985, concluded 

1 GATT, GATr Activities 1984, June 1985, p. 39. On 
May 1, 1985, the President embargoed all trade with 
Nicaragua. The embargo has, in effect, preempted any 
retaliatory action that Nicaragua might have taken by 
rendering it meaningless in real terms. 
1 The importation, distribution, and sale of alc:oholic: 
beverages in Canada is c:ontrolled by Provincial liquor 
boards. 
1 South Africa claimed that sales of the Kruggerand gold 
coins declined steadily after introduction of this measure. 
Extended negotiations between Canada and South Africa 
failed to yield results. Consequently, in July 1984, South 
Africa formally requested an. XXlll(l) consultations. 
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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 im
ported products and suggested that the Contract
ing Parties call on Canada to ensure that the 
actions of the Ontario Province conform to those 
obligations. 1 

. Canada reported to the Council, on February 
12, 1986, that the Provincial tax measure had 
been rescinded although it still could not agree to 
adoption of the report. The panel report was 
considered again by the Council in May 1986 but 
was not adopted. The report has not been 
adopted yet because of objections by Canada and 
some other delegations to certain other rulings of 
the pane1.2 

Customs unions and free-trade areas 
(art. XXIV) 

In February 1986, the GATI Council agreed 
to set up a working party under article XXIV:S to 
examine the effect of accession of Spain and Por
tugal to the EC. The working party, whose mem
bership consisted of all interested parties, also 
examined the information on the accession pack
age with a view to determining whether or not tar· 
iff and other trade-related changes resulting from 
enlargement conformed to the GA TI. Concur
rent with working party activities, article XXIV:6 
negotiations were undertaken between the EC 
and its trading partners. The aim of the negotia
tions was to determine any compensation due to 
trading partners as a result of changes in bound 
tariff levels. The main elements of article 24:6 
negotiations were (1) to determine whether or not 
any GA Tr bound tariffs had been altered, (2) to 
examine whether or not and to what extent trade 
was affected by the changes, and (3) to negotiate 
compensation, wheri appropriate. During 1986, 
article XXIV:6 negotiatio~s were a source of con
siderable tension in U.S.-EC trade relations, 
reaching a peak at which the United States 
threatened substantial trade retaliation if the 
compensation issue were not resolved.3 

Negotiations on modification or schedules 
(art. XXVlll) 

Article XXVlll provides the mechanism by 
which a contracting party may modify or withdraw 

1 GATT, GA.IT FOCUS, February-March 1986, 
pp. 1-2. 
• 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 
violated MFN principles since only the Canadian Maple 
Leaf, and no other gold coin, whether produced in 
Canada or any country abroad, were exempted from the 
tax. GATT, GAIT FOCUS, February-March 1986, 
pp. 1-2. 
~ Most Issues related to enlargement were resolved 
between the United States and the EC In early 1987. 
For more Information see ch. 4 section on EC 
enlaraement. 
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tariff concessions. The contracting party wishing 
to take this action must enter into negotiations 
not only with contracting parties primarily con
cerned, 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. 4 Its provisions 
are also used when a tariff rate is generally ad· 
justed, or a product is reclassified for administra· 
tive or judicial reasons. 

Contracting parties wishing to take recourse 
to the provisions of article XXVIll must notify the 
GA TI and submit a request to the Council for 
authorization to enter into negotiations. In No· 
vember 1985, Japan informed the Council of its 
plan to bring its leather import system into con· 
formity with GA TI rules by converting the 
leather import quotas to tariffs.& As a result, Ja· 
pan agreed to enter into negotiations under article 
XXVlll with interested parties on the new or in· 
creased tariff measures. In May 1986, Japan pre· 
sented the Council with final information 
concerning its article XXVlll action on imports of 
leather and leather footwear. 

Negotiations on the adjustments to GA TI 
tariff schedules will be necessary upon adoption 
of the Harmonized System tariff nomenclature. 
Article XXVII' is the vehicle for negotiations on 
compensation due as a result of changes in GA TI 
bound tariff rates affected by conversion to the 
Harmonized System. Extensive bilateral discus· 
sions were held during 1986 in preparation for 

· formal article XXVlll negotiations that were ex· 
pected to begin in 1987. During 1986, the 
United States held preliminary harmonized sys· 
tem discussions under article XXVIII with many 
of its trading partners. 

Accessions to the GA 'IT 
(arts. XX.VI and XXXIIl)8 

The launching of the Uruguay Round nego· 
tiations sparked significant interest during 1986 in 
seeking accession to the GA Tr by nonmember 
countries. During 1986, the GATI gained two 
new members and agreed to consider other 

' Art. XXVIll states that "In such negotiations and 
agreement, which may include provision for compensa• 
tory adjustment with respect to other products, the 
contracting parties concerned shall endeavor to maintain 
a general level of reciprocal and mutually advantageous 
concessions not less favorable to trade than that provided 
for In this Agreement prior to such neaotiatlons." 
• See also discussion of the panel case of Japanese 
leather restrictions In the section entitled "Dispute 
settlement" earlier in this chapter. 
1 Art. XXXllI contains the normal procedures for acces· 
sion under which the Contracting Parties may accept the 
accession of a new member by a two·thirds majority 
vote. Art. XXVI states that "if any of the customs 
territories . . . possesses or acquires full autonomy in the 
conduct of Its external relations . . . such territory shall, 
upon sponsorship through a declaration by the responsi· 
ble contracting party establishing the fact, be deemed a 
contracting party. " Nations not in this category must 
accede under the procedures of art. xxxm. 



requests for membership. Hong Kong and Mex· 
ico acceded to the GA'IT in 1986. Working par· 
ties considerina the accessions of Costa Rica, 
Morocco, and Tunisia continued their examina· 
tions in 1986 and requests for accession by Bui· 
pria and China were considered. The Soviet 
Union also reponedly explored the possibility of 
seeking GA 1T observer status, potentially leading 
to moves toward accession. Lacking a positive 
reception to the idea among GA 1T members, the 

Soviet Union did not file a request. 1 

The total number of Contracting Panies cur· 
rently stands at 93. A full list of GA 1T members, 
as of December 31, 1986, is presented in the 
tabulation below. 

1 lnt1matlo11al Trade Reporter, vol. 3, Au1. 27, 1986, 
p. 1077. The Soviet Union did, however, formally 
request to participate In the Punta del Este Ministerial 
session but the request wu denied. 

Contraotlng PartlH to the QATT (12, plu11 Provl1lonal accH1lon) 

Argentina Oon*11can Kenya Rwanda 
AUltrala RepubRc Korea, Republlc of Senegal 
AUltrla Egypt Kuwait Sierra Leone 
Bangladesh Finland Luxembourg Singapore 

Barbado• France Madagasc.ir South Africa 
Belgkm Gabon Malawi Spain 

Beliz• Gambia Malaysia Sri Lanka 
8-*' Germany, Federal Maldives Suriname 
Brad Republlc of Malta Sweden 
Bwtdna Fuo Ghana Maurtt12nla Switzerland 
Bwma GrHCe Mauritius Tanzania 
BWWldl Guyana Mexico' Thailand 
Cameroon Haiti Netherland a Togo 
Canada Hong Kong' Ntw Zealand Trinidad and Tobago 
Central African Hungary Nicaragua Tunisia• 
Republc Iceland Niger Turkey 
Chad lndla Nigeria Uganda 
Chile lndonella Norway Unlttd Kingdom 
Colombia Ireland Pakistan Unlttd Stat•• of 
Congo Italy Peru America 
CUba Iara ti Phlllpplnet Uruguay 
Cyprua Ivory Coast Poland Yugo al a via 
Czechollovakla Jamaica Portugal Zaire 
Denmark Japan Romania Zam'.Jla 

Zimbabwe 

1 New member1 In 1988. 
• Provt11ona1 acc111lon. 

Countrl•• to who•• terrltorlH th• QATT has been applied and that now, ae Independent •tat••· maintain 
a de faoto appllcatlon of th• QATT pending flnal decl1lona 11 to their future oommerolal pollcy (31) 

Algeria 

Angola 
Antigua and 
Barbuda 
BahamU 
Bahrain 
Botswana 
8nM 
ClpeVerde 

Dominica 
Equatorial Guinea 

FIJ 
Grenada 
Gulnea·Bl11au 
Kampuchea 
Kiribati 
Lesotho 
Mal 
Mozambique 

Papua New Guinea Swazland 
Qatar Tonga 
St. Chr11tophtr Tuvalu 

and Nevis United Arab 
St. Lucia Emirate• 
St. Vincent Yemen, People'• 
Sao Tome and Democratic. 

~nclpe Republlc of 
Seychelea 
Solomon lsland1 
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The process of accession under anicle 
XXXIll can be complex and time consuming. 
Application sets off a series of negotiations in 
which the applicant offers trade concessions to 
exisdna contracting panies as an "entry price" for 
joinina the GATr. Normally, a working pany is 
established to study the country's request and in
formation on its trade patterns and the admini· 
stration of its trade regime. Although unilateral 
tariff concessions have been the most traditional 
form of entry concessions, countries joining the 
GA Tr in recent years have frequently been asked 
to make nontariff concessions such as paring 
down expon subsidies, or refraining from dump
ing practices. Once accepted, however, new 
members would be on equal footing with other 
members in negotiating new agreements and mu
tual tariff reductions in the new trade round., 

Accessions granted 

Hong Kong.-Hong Kong acceded to the 
GA Tr under the provisions of article XXVI that 
provide for a continuation of previous tariff com
mitments accepted by the state that previously 
represented the new entrant. The United King
dom previously represented Hong Kong in the 
GATr. China will assume administrative author
ity for Hong Kong after July 1, 1997 and has 
agreed to an arrangement allowing Hong Kong 
autonomous status in GATr. 

Mexico.-Mexico acceded under regular arti
cle XXXIll provisions that entailed examination 
of Mexico's trade regime by a working pany and 
complex bilateral negotiations on entrance con
cessions to existing GATr members. The work
ing pany on Mexican accession, established in 
February 1986, had completed its work by July. 
During the same period, Mexico completed its bi
lateral negotiations in record time, becoming a 
full GA Tr member by the time of the Ministerial 
session that launched the Uruguay Round.2 

Mexico offered a comprehensive package of 
concessions to GA Tr members upon its acces
sion. Among the concessions were commitments 
to bind or lower many tariffs, to continue to 
phase out many quotas and import license 
requirements, and to administer NTM's and eco
nomic development programs in a GA IT-consis
tent manner.3 Mexico also agreed to join the 
Tokyo Round agreements on licensing, customs 
valuation, antidumping, subsidies, and standards. 

1 U.S. International Trade Commission staff publication, 
lnt1matlonal Econontic Rnl1w, February 1986, p. 8. 
• GATT Press Releue, No. 1389, July 25, 1986. 
1 U.S. lntematlonal Trade Commission, Thi Impact of 
/11cnaHd Unit1d Stat11-M11dco Trad1 on Southw11t 
Border Dn1lopm1nt, USITC Publlcalion No. 1915, 
(Nov. 19116), pp. 47-49. 
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Accessions pending 

Costa R/ca.-At its meeting in July 1985, the 
Council considered the application of Costa Ri~ 
for provisional accession to the GATr. Costa 
Rica has stated that its application is linked to a 
desire to participate in the Uruguay Round of 
trade negoti~tions. 4 The Council established a 
working party to examine Costa Rica's trade re
gime. Negotiations continued in 1986 on Costa 
Rica's application for provisional accession, but 
the formal process has not yet been completed. 

Morocco.-A Moroccan application for ac
cession to the GA Tr was considered by the 
Council at its meeting on May 1, 1985. In Febru
ary 1986, the working party report on the acces
sion of Morocco was completed. The working 
party recommended that Morocco should be in
vited to accede and drafted a Decision and a Pro
tocol to that effect. 

Tunisia.-During 1986 Tunisia indicated that 
it was willing to speed up its request for full acces
sion (Tunisia is currently a provisional member), 
partly because of its broad economic revitalization 
program that includes moves to liberalize its trade 
regime.s Tunisia invited the contracting parties to 
begin consultations on trade concessions they 
would seek in exchange for accession. Mean
while, Tunisia's provisional accession was reex
tended to December 1987. 

Requests /or accession 

Bulgaria.-The Council Chairman reponed 
in November. that bilateral and multilateral con
sultations regarding Bulgaria's September request 
for GATr accession were positive.• Accordingly, 
the Council agreed to establish a working pany to 
examine the request. Once Bulgaria has submit
ted a memorandum on its trade system, the work
ing party will begin its examination. 

China.-China formally applied to resume its 
membership in the GATT on July 15, 1986.7 
The timing of the request enabled China to attend 
the September Ministerial meeting launching the 
Uruguay Round and it will continue to participate 
fully in the multilateral negotiations. By yearend 
1986, a working pany was formed to examine the 
request, and in early 1987, China submitted a 

• GATT, GA.TT Focw, November-December 1986, p.4. 
9 Ibid. 
• Ibid. 
7 Its request for "resumption" of membenhip Is based on 
its earlier status u one of the original contracting parties 
in 1947, followed by its withdrawal In 1950 after the 
Communists came to power. In 1982, China wu 
panted observer status at the Annual Session of the 
Contracting Parties and in 1984 acceded to the MFA 
(which functions under the auspices of GATT). U.S. 
International Trade Commission, 49th Quart1rly R1port 
to thl Con&"" and th1 Trad1 Policy Committ11 on 
Trad1 B1tw11n th1 Unit1d Stat11 and th1 Nonmarlc1t 
Economy Countri11 Durin& 1986, Publication 1958, 
March 1987, p. 47. See also, Robert E. Herzsteln, 
"China and the GA TT," Law and Polley in International 
Business, Vol. 18, No. 2, 1986, pp. 371-417. 



memorandum describing its trade regime. Bilat
eral negotiations will begin in 1987 but, in the 
case of China, the full accession process is ex
pected to be lengthy. 

IMPLEMENTATION OF THE 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 
1986, 1 as carried out by their respective adminis
trative committees or councils.2 Six of these 
agreements establish rules. of conduct governing 
the use of NTM's and three are sectorial agree
ments covering trade in civil aircraft, bovine 
meat, and dairy products. GA 1T 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 f o
cused on ways to improve their operation and en
courage 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 in short as the Subsidies 
Code, elaborates upon provisions of the General 
Agreement 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 unj!.i5tifii~bly impede trade.3 
During 1986, Hong Kong acceded to the code in 
its own right, replacing its code status under the 
auspices of the United Kingdom, bringing code 
membership to 27. • 

1 The Tokyo Round agreements, published In GATT, 
Balle ln1trum1nt1 and S1l1ct1d Docum1ntJ, Supp. 26, 
pp. 8·188, entered Into force on Jan. 1, 1980, except 
for those on government procurement and on customs 
valuation, which entered Into force 1 year later. The 
customs valuation agreement, however, was implemented 
euller (July t, 1980) by the United States and the EC. 
•The committees or councils, composed or the slgnato· 
rles or each code, are charged with overseeing implemen
tation or code provisions and meet two or more times a 
yeu on a regular buis. Meetings also may 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 
disputes among signatories. 
a If one signatory's subsidized exports cause material 
injury to another signatory's domestic Industry, the 
injured party may either impose CVD's to offset the 
margin or subsidy or request that the exporting country 
eliminate or limit the effect of 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. 
4 See table 2-2 for a full listing of this Code's member
ship. 

Each year, the Committee on Subsidies and 
Countervailing Measures reviews the national leg
islation, reports on CVD actions, and notifica
tions on subsidy programs submitted by 
signatories. In 1986, the Committee also consid
ered guidelines submitted by its expert group on 
the calculation of the amount of a subsidy, dis
cussed draft procedures on commitments policy, 
and held special meetings to address cenain dis
putes among signatories. 

During 1986, the Committee examined some 
of the principal problems that have arisen with 
respect to the operation of the agreement. Sum
marizing the discussions, the Committee Chair
man listed the following problem areas related to 
interpretation or application of subsidy rules: im
provement of notification; disciplines to prevent 
serious prejudice; definition of terms such as 
"more than equitable share," "special factors," 
and "previous representative period"; expon 
credits; and subsidies on primary components of 
processed products. On the CVD side, the Chair
man mentioned, among other things, natural re
source and indirect subsidies, the calculation of 
the amount of a subsidy, and refining definitions 
of injury and industry as presenting problems of 
interpretation and application. 

Dispute settlements 

During 1986, the Committee undertook con
ciliation in three new disputes among signatories. 
In two of these cases, the Committee agreed to 
establish panels after conciliation efforts could 
not resolve the issues. None of the previously 
outstanding panel reports were adopted by the 
Committee this year. 

The first of the new disputes concerned Can
ada and the United States. A special conciliation 
meeting was held in July 1986 at the request of 
Canada. Canada expressed concern about a U.S. 
CVD investigation on Canadian softwood lumber 
products. Conciliation did not resolve the issue, 

• and the Committee agreed in August to establish 
a panel. The second dispute, concerning the EC 
and Canada, was raised in a Committee meeting 
in August 1986. The EC complained of a Cana
dian CVD investigation on imports of boneless 
manufactured or processed beef from the EC. In 
October, the Committee agreed to establish a 
panel. 

1 A dispute may be brought for selllement under the 
Subsidies Code when the Issues Involved are covered by 
the Code and when parties to the dispute are Code 
signatories. Under Code dispute selllement procedures, 
a signatory whose exports are affected 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 
falls, the Commiuee may set up a panel and draw on 
the panel's findings to make recommendations to the 
disputing parties. Finally, If the Commiuee determines 
that Its recommendations have not been Implemented 
within a reasonable period or time, It may authorize the 
Injured party to take countermeasures. 
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Table 2-2 
llgnatorlH to the Tokyo Round agreement•: ltatu1 •• of Deo. 31, 1• 

acw·r. Dairy Customs Import Civil Anti· 
Stan- Procure- Subll- Bovine Pro- Valu- Ucen- Air· dump. 

Countries dardl menr din MNtl ducts at Ion sing c,.ft Ing 

Cont,.ctlng parties: 
Argentlr\a ••••••••••••• A' A A A' s 
Au1trala ............. A' A A A A A 
Au1trla ............... A A A A A A A A 
Belgkm .............. A A 
B1lze •.••••••••••••••• Prov. 
Brad ................ A A A A' A 
Canada •••••••••••••• A A A A A' A A A 
Ctllle •••••••••••• I •••• A A A 
Colorrlbla ••••••••••.••• A 
Czechollovalda •••••••• A' A A A 

D~ ••••••••••••• A' A' 
Egypt •..••••••••.. I •• A A A s A s A 
ec• .................. A A A A A A A A A 
F"-'al1CI ••••••••••••••• A A A A A A A A 
France ••••••••••••••• A A 
Weit Germany •••••••• A' A' 
GrHCe .............. s s 
Hong K°"" .......... A* A* A* A* A* A* 
H""Garv •••••••••••••• A' A A A A A 
Inell• ••••••••••••••••• A A A' A A 

lndone1la ••• , •••••• , •• A' 
Ireland ••.•• , ••••••• · •• A A 
l1r1el ................ A A' 
Italy ................. A A 
Japan ••.••.••.•....•• A A A A A A A A A 
Korea •••••••••••••••• A A A! A* 
Luxttrrlbol.wg •••••••••• A A 
Malawi ••••••••••••••• A' 
N1th1rland1 ••••••••••• A A 
New Zealand •••••••••• A A' A A A' A 

Nigeria ••••••••••••••• A* A* 
Norway I I II Ill Ill I I I I A A A A A A A A A 
Pald1tan •••••••••••••• A A. A A 
PhUlpplnel •••••••••••• A A' A' 
Poland ••••••••••••••• A A s• A 
Portugal •••.•••••••••• A A' A• A* 
Romania I I I I II Ill I I I I A A A A A A A 
Rw'anda I I I I I I I I I I I I I e• s 
Singapore I I I I I 1111 I I I A A A A 
South Africa •••••••••• A A A A 

Spain I II I I II I I 11111 I I A A A A* A* A 
Sweden II I I I II 1111• I I A A A A A A A A A 
SWltzerland II II I Ill I I I A A I. A A A A A A 
Twtcey ••••••••••••••• A A'* 
TLl'tl11a• •••••••••••••• A A 
United Kingdom I Ill I II A' A' A' A' A' A' A' A' 
United Stat•• ......... A A A A A A A A 
Urug1.1ay •••• I •••••••• I A A 
VUQOllavla ............ A s A A A A 
Noncontractlng parties: 
Botewana ••••••••••••• A 
Bulgaria •••••••••••••• A A 
O&latemala I I I I I I I I I I I I A' 
Le1otho •••••••••••••• A* 
Paraguay ............. Prov. 

Total 1lgnatorln ••••• 38 13 27 28 18 27 29 22 24 

A: Accepted; S: Signed (acceptance pending): • • •: new memberehlp In 1988 

1 R11ervatlon, condtlon, and/or declaration. 
1 The EC 11 a 1lgnatory to d the agrHm1nt1. BecauH the Standard• agreement and the Clvll Aircraft agreement 
cover matt1r1 that go beyond th• authority of th• EC, each of th• EC member 1tat11 11 also a signatory to th11• 
agr1ement1. 
11 Hong Kong, which had been applying a1v1rll of th• code• under the au1plc11 of th• United Kingdom, changed It• 
1tatu1 under the codes 11'1 1988 and 11 now a 1lgnatory In It• Individual capacity. 
4 Provlalonal acc1111on to the GA TT. 
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Also in October, the Committee undertook con
ciliation of a complaint by the EC concerning a 
Canadian action. A Canadian CVD action 
against EC pasta products was discussed but the 
Committee urged the two parties to continue bi
lateral efforts to arrive at a solution. 

Panel reports on EC expon subsidies on 
wheat flour and EC expon subsidies on pasta 
products were submitted to the Committee in 
1983 but are still pending.1 The panel repon on 
the U.S. definition of industry concerning wine 
and grape products, completed in March 1986, 
also 'awaits adoption.2 

Notification and review 

Through Committee review of notifications, 
signatories can examine each others' subsidy pro
grams and raise questions regarding consistency 
with the agreement. In December 1984, 'the 
Committee established an expert group to submit 
guidelines clarifying the procedures and require
ments for notification of subsidies.3 In 1986, the 
group was discontinued, since the discussions had 
proved unconstructive. The Committee decided 
in April 1985 that annual sessions would be held 
on subsidies notifications, but that detailed ex
amination of notifications would be held only 
once every 3 years. In 1986, countries were only 
required to update the triannual subsidies notifi
cation of 1984. In 1987, full notification will 
again be required and a special session will review 
the notifications in the autumn.• 

Under the exercise' in which signatories sub
mit national CVD duty laws for examination by 

1 The United States indirectly addressed the issue or 
puta subsidies by raising the tariffs on certain puta 
products In retaliation for EC blockage or adoption of the 
panel report on citrus preferences In July 1985. See the 
discussion or the EC citrus preferences In Op1ratlon of 
th1 Trad1 A1r11m1nt1 Pro1ram, 31th R1port, 1985, 
USITC Publication 1871, June 1986 p. 243. For a 
detailed discussion of wheat Oour and pasta disputes, see 
the Op1ratlon of tl11 Trad1 A&r11m1nts Pro1ram, J4th 
Ripon, 1982, pp. 23-25. 
1 In February 1985, the Committee established a panel to 
Investigate the dispute concerning an EC complaint that 
certain provisions of the U.S. Trade and Tariff Act of 
1984 contravened the Code. The complaint questioned 
the U.S. definition of Industry for wine and grape 
products under which grape growers are temporarily 
granted standing, as part of the wine-producing industry, 
to file petitions with the U.S. International Trade 
Commission alleging Injury or threat of Injury resulting 
from dumped or subsidized wine imports. 
'In 1984, disagreement surfaced u to precisely what 
subsidies have to be reported, whether or not only 
subsidies that do not conform to the Code should be 
notified, whether or not all subsidy programs should be 
notified, and what kinds or programs are considered 
subsidies under the Code. For further elaboration, see 
the Op1ration of tht Trad1 Agr11m1nts Program, 36th 
R1port, 1984, p. 59. 
4 GATT art. XVl:l requires all GATT membeh to 
respond once every 3 years to a questionnaire regarding 
the host country's subsidy programs and to update these 
notifications in the intervening years. 

the Committee, 21 of the 26 members have thus 
far presented their legislation. Dui'ing 1986, the 
Committee examined the legislation of Austria, 
Chile, India, Korea, Pakistan, the Philippines, 
and Sweden and discussed some points related to 
U.S. legislation. Signatories are also required to 
submit semiannual reports on all CVD actions. 
These reports were discussed by the Committee, 
and members exchanged information on cases of 
particular interest. In 1986, the Committee 
modified the form for submitting semiannual re
ports and suggested that the reviews of outstand
ing CVD measures be included in the reports. A 
summary of semiannual reports which cover CVD 
actions taken in 1986 appears in table B-1, ex
cept for the repon of the United States. U.S. 
CVD actions are discussed and listed separately in 
chapter S. 

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 examined several issues in 
1986, including export restrictions, indirect subsi
dies, subsidies granted for research and develop
ment purposes, certain aspects of drawback 
systems, and the criteria for distinguishing be
tween subsidies and other measures with trade
distorting effects. In 1986, however, the group 
was unable to reach agreement on any draft 
guidelines to submit to the Committee.& 

Working party on obstacles to acceptance 

In April 1986, the Committee established a 
working party to examine obstacles faced by con
tracting parties in accepting the Code. The re
quest for the working party, first discussed at the 
November 1985 annual session of the Contracting 
Parties, grew out of the concern voiced by devel
oping countries with the strict U.S. application of 
article 14:5 of the Code.e Assigned to examine 
the extent to which such practices impede acces
sion to the agreement, the working pany met to 
exchange views in June 1986. The working pany 
requested the GA 1T Secretariat to prepare back
ground information on article 14:5 for considera
tion at its next meeting. 

1 During 1985, the group submitted and the Committee 
adopted guidelines covering (1) amortization and depre
ciation, and (2) physical Incorporation. 
•Art. 14:5 of the Code stipulates that developing 
countries "should endeavor to enter Into a commitment 
to reduce or eliminate export subsidies" that are "incon
sistent with Its competitive and development needs." 
During 1984, a group or developing countries argued that 
strict application or art. 14:5 commitments Ignores the 
Code provision for "special and differential treatment" of 
developing countries. Under its policy regarding this 
provision, the United States has declined an Injury test In 
CVD cases if signatories do not make an acceptable 
commitment to discipline trade-distorting export subsidy 
practices. The Committee examined draft procedures for 
commitments under art. 14:5 In March and April 1985, 
but was unable to agree to adopt them. 
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Government Procurement Code 
The Government Procurement Code entered 

its sixth year of operation in 1986.1 The code 
requires governments to allow foreign firms to 
compete for Government contracts that meet 
specified criteria.2 It also established common 
and more transparent procedures for providing 
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 1986. The primary focus of the Committee's 
work concerned renegotiation of the agreement, 
as required in article IX:6(b). The Committee 
also discussed problems in implementation and 
administrative matters. 

Renegotiations 

Article IX:6(b) provides that no later than 3 
years after the code enters into force, negotia
tions must be undertaken to broaden and im
prove the agreement. The renegotiations, 
formally launched at the Committee's November 
1983 meeting, have three main aims: (1) improv
ing the code's operation; (2) exploring the possi
bility of applying the agreement to service and 
leasing contracts; and (3) broadening the code, 
either by covering additional entities, or by lower
ing the threshold level. 

An informal working group was established 
in February 1985 to redraft proposals for im
provements in the code. This group met six times 
in 1986. During its first meeting, the Committee 
heard statements from delegates concerning the 
relationship between article IX:6(b) negotiations 
and the new round of MTN, agreeing that intensi
fied efforts were required in order to conclude 
the negotiations by mid-1986. The panel also dis· 
cussed various viewpoints regarding the three 
main objectives of the renegotiations. The work
ing group continued negotiations throughout the 
next several months and by the October meeting 
of the full Committee, only three issues relating to 
textual improvement of the code remained unre
solved. At this time, the full Committee agreed to 
aim for November 1986 as a deadline for resolv
ing these remaining issues. 

1 The thirteen slanatories or the agreement are listed In 
table 2-2. 
• Most aovernments employ procurement practices that 
limit rorelan competition. Art. Ill or the GA TT specifi
cally states that GA TT rules restrictlna the use or 
Internal reaulatlons as barriers to trade do not apply to 
"procurements by aovernmental aaencles or products 
purchased for aovernment purposes." This exclusion 
allows GA TT sfanatories to discriminate against forelan 
suppliers or products In buylna products for their own 
use. Countries that sip the Agreement on Government 
Procurement agree not to discriminate against other 
slpatorles In procurements by specific government 
aaencles (referred to as code-covered entitles) under 
certain conditions. For further details, see the Op1ratlon 
of tit• Trad• A&rHm•nts Pro&ram, 37tlt R•port, 198S, 
p. 71. 
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On November 21, 1986, the Committee 
completed the first phase of the renegotiations. 
The Committee reached the following agreements 
relating to all three renegotiation objectives: (1) 
to continue negotiationi; aimed at increasing the 
number of agencies and procurements, particu
larly in the sectors of telecommunications and 
heavy electrical and transponation equipment; 2) 
to work towards code coverage of service con
tracts; and (3) to adopt a series of amendments to 
improve the functions of the code. 

First, the agreement concerning entity ex
pansion obligates code signatories to continue 
working in this area, including exchanging infor
mation on noncode covered entities and procure
ments and considering new approaches to the 
negotiations. Secondly, with regard to the inclu
sion of services under the code, the Committee 
expanded the original negotiating mandate that 
obligated signatories "to explore" the possibility 
of covering services contracts to "work toward 
coverage" of services contracts. According to the 
Committee's decision, signatories are required to 
undenake a detailed examination of the nature 
and scope of government service contracts to de
termine whether or not the current code provi
sions can be applied to services and to identify 
changes that may be needed. Signatories are ob
ligated to take into account the imponance of 
nondiscrimination and national treatment during 
this process.3 

The most important decision reached during 
the first phase of the renegotiations was the adop~ 
tion of several amendments designed to improve 
the operation of the code. The United States 
sponsored the majority of proposals contai~ed in 
these amendments, which in effect will bring code 
provisions in closer conformity to U.S. practice. 
The amendments will take effect on January 1, 
1988, allowing time for signatories to adjust their 
national laws. 

One of the most imponant amendments ex
tends code coverage to leasing contracts, an area 
previously excluded from the transparency provi
sions of the code. This amendment is expected 
to increase commercial opponunities in the com
puter sector, particularly since many governments 
choose to lease rather than purchase such equip
ment. Secondly, the minimum threshold for con
tract values was reduced by 13 percent from 
150,000 SDR's (US$171,000 in 1987) to 
130,000 SDR's (USS148,000 in 1987). The 
United States is expected to benefit from this 
amendment since a large portion of purchases by 
code signatories are valued at less than 150,000 
SD R's. 

3 The second phase of the renegotiations resumed in 
February 1987 and focused on expanding the code to 
ent!tles and services. The Committee agreed to expedite 
this phase or the renegotiations, which Is considered to 
be Independent or the Uruauay Round negotiations. 



Another amendment raises the time limit for 
bidding on contracts to make it easier for foreign 
suppliers to compete for bids. The minimum pe· 
riod for the receipt of tenders was increased from 
30 to 40 days after the contract is advertised. 
This amendment is expected to assist bidders on 
high-technology contracts that often involve com· 
plex bidding requirements by giving suppliers 
more time to formulate competitive proposals. 
Under another amendment, member states will 
be required to publish notices within 60 days of a 
code-covered contract award, specifying such 
items as the value of the contract and the name 
and address of the supplier. An additional 
amendment tightens provisions relating to recur
ring contracts, or contracts spread over long peri· 
ods of time, to ensure that sue~ purchases do not 
escape code coverage. Other amendments 
adopted by the Committee include increasing the 
transparency of single tendering, extending the 
principles of national treatment to locally estab· 
lished suppliers, increasing discipline over the use 
of supplier qualifications, and clarifying the provi
sion relating to "reasonable" delivery time. 

Problemg 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 May 1984 panel 
report concluded that this practice was inconsis
tent with the code's requirements. At the Com
mittee's meeting in October 1986, the United 
States reminded delegates that it had been 2-'/2 
years since the adoption of the report and urged 
members to adopt a formal resolution calling for 
the EC to bring its practices into conformity with 
its code obligations. The Committee agreed that 
if the EC did not follow the panel report's find
ings by its next meeting in February 1987, other 
parties would be free to make compensatory with
drawals of benefits from the EC. 1 

Administrative matters 

At its December 1985 meeting, the Commit
tee decided to refrain from applying the cod~ to 
Spain and Ponugal until acceptable entity lists2 
were negotiated. In June 1986, the EC submitted 
a list of proposed entities on behalf of Portugal, 
and the Committee agreed that unless the Secre
tariat was notified of objections by October 15, 
the list would be considered acceptable. Follow
ing a close review of the entity list, the United 

1 This Jong-standing Issue was resolved al the Commil
tee' s February meeting when the EC offered to unilliter
ally reduce Us threshold level of coverage by 13 p~rcenl. 
The jusliflca1ion for lhe 13-percenl reduclion was IPi!al 
this level represented the average Incidence of the VAT 
for code-covered entitles. 
1 List of specific government agencies whose purcllla&es 
ue covered under the code. 

States notified the Secretariat that it was not pre
pared to apply code benefits to Ponugal because 
it had not taken actions to bring its legislation and 
regulations relating to government procurement in 
line with code obligations. At its October meet
ing, the Committee decided to postpone applica
tion of the agreement to Ponugal until conformity 
of its laws could be ensured. 

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 
standards3 do not create unnecessary obstacles to 
trade.4 As of December 31, 1986, there were 38 
signatories to the code. The Committee on Tech
nical Barriers to Trade, which administers the 
code, met three times in 1986 to discuss proposed 
improvements to the code, possible expansion of 
its coverage, and problems in implementation. 

During 1986, the Committee agreed to com
pile a list of code-related subjects to be addressed 
during the Uruguay Round of trade negotiations. 
The Committee also continued preliminary dis
cussions of the following proposals: the negotia
tion of an agreement that would lead to increased 
acceptance of test data generated by other par
ties; transparency in bilateral agreements between 
parties on standards, testing, and certification; 
ensuring compliance by regional standards bodies 
with the transparency provisions of the agree
ment; and the establishment of a code of good 
practice for nongovernmental standardizing bod
ies. In addition, the Committee considered two 
proposals relating to the manner in which transla
tions of documents regarding notifications could 
be exchanged. 

The Committee continued discussions to re
vise article 5.2 of the code regarding the mutual 
acceptance of test results among parties. The 
Committee agreed to a proposal that any inspec
tion and testing be conducted in accordance with 
the International Standards Organization's princi
ples, but postponed further discussion regarding 
this issue until later meetings. 

The United States reintroduced its proposal 
of October 1985 to improve transparency of bilat· 
eral standards-related agreements. The proposal 

'Standards are specific, wrillen descriptions of special 
characteristics or parameters of products; they establish 
qualily, performance, safety, measurement, or other 
characteristics of products. Manciatory standards arc 
those that must legally be met In ;2>1der to sell the prod
uct. Voluntary standards arc those that arc not legally 
required. 
• Signatory governments are required to ensure that 
technical regulations and standards are not prepared, 
adopted, or applied In such a way as lo obstruct Interna
tional trade. Whenever possible, standards arc lo be 
stated In terms of performance characteristics, rather 
than specific designs. The agreement also seeks to 
further open national standards selling procedures to 
foreigners by allowing Interested foreign parties time to 
comment on proposed standards. 
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received support from several delegations, but the 
Committee did not reach a consensus. The issue 
of transparency of bilateral agreements will be 
brought up for discussion during Committee 
meetings in 1987. 

During the second 3-year review of the op· 
eration of the agreement in 1985, the United 
States submitted a proposal to improve transpar· 
ency of regional standards activities. During 
1986, the United States reiterated its concerns re· 
garding· the lack of transparency in regional stan· 
dards activities, noting that regional 
standards-making bodies are biased towards the 
technologies used by industries in their member 
countries. The closed nature of such organiza· 
tions gives producers in member countries an ad· 
vantage in adapting to new standards since they 
are given advance notice and information regard· 
ing standards development. The United States, 
for the first time, specifically cited the European 
Conference of Posts and Telecommunications 
(CEPT) as being an example of an organization 
in which outside parties have no opportunity to 
participate, observe, or comment on draft stan· 
dards. 

During its last meeting, the Committee 
agreed to prepare a nonexhausdve list of subjects 
to be addressed during the Uruguay Round. The 
United States submitted an initial list of items that 
included testing and type approval, transparency 
in bilateral standards-related agreements, trans· 
parency in regional standards activities, and proc· 
esses 2nd production methods. The EC's 
priorities for the new round of MTN include test· 
ing and inspection, extending code obligations to 
State and local governments and developing a 
code of good conduct for nongovemment stan· 
dardizing bodies. 

In June 1986, the United States and West 
Germany continued bilateral discussions that be· 
gan in 1983 on standards trade issues. The dis· 
cussions centered on five subjects: (1) general 
standards policy; (2) EC standards policy; (3) 
third-country issues; (4) standards code matters; 
and (5) specific product issues. West Germany 
agreed to seek resolution of six specific U.S. stan
dards concerns, the most important being medical 
devices, but little progress was made during the 
June discussions. The issue of medical devices 
arose in January 1986 when West Germany im· 
plemented a new regulation for medical devices, 
but failed to notify the GA TT until April, four 
months after it became law. The United States 
has informed West Germany that it is considering 
filing a violation case under the Standards Code. 

In December 1985, the EC approved a direc
tive providing for a total ban on the nontherapeu· 
tive use of growth hormones in animals used for 
food production. This action was taken as a re· 
suit of concerns regarding the toxicity and possi
ble harmful effects of such substances ori 
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consumers. The directive is scheduled to be ap· 
plied to third countries on January 1, 1988. The 
United States believes that there would be a large 
drop in U.S. exports of red meat to the EC if the 
directive is applied. During bilateral discussions 
with West Germany, the United States reiterated 
its opposition to the ban on growth hormones, 
claiming that the directive is not based on firm 
scientific data. The United States noted that the 
directive seems to violate the Standards Code 
principle that certification systems should not cre
ate .. unnecessary" obstacles to trade. 1 

Agreement on Import Licensing 
Procedures 

In 1986, the Committee on Import Licensing 
held two meetings: one (its fifteenth) in March, 
and one (its sixteenth) in October .2 The signato· 
ries also held several informal consultations dur· 
ing the year. Discussions on compliance with the 
Agreement on Import Licensing Procedures (the 
agreement) continued as signatories requested 
additional clarification concerning the practices of 
others, or responded to questions.3 For example, 
the United States questioned Japan about the 
number of import licenses it granted on leather 
and leather footwear over a recent time period, 
and on their compliance in making public their 
current import quotas for agricultural commodi· 
ties as required in the agreement. The Commit· 
tee also pursued the examination of its work 
program. 

At the March meeting, the EC informed the 
Committee that Spain and Portugal will no longer 
be observers but that, as members of the EC, they 
will participate. in the work of the Committee. 
The October meeting opened by welcoming Hong 
Kong, Nigeria, and Poland as new signatories to 
the agreement. As of October 16, 1986, the 
agreement had 29 signatories.4 

Customs Valuation Code 
The Customs Valuation Code, formally titled 

the Agreement on Implementation of Article VII, 
establishes a uniform system of rules to determine 

' Late In January 1987, the United States Initiated 
consultations with the EC under Art. 14.1 of the code's 
dispute settlement procedures, but the two sides failed to 
reach a compromise. At the next Committee meetlna on 
Mar. 9, the United States will request that a dispute 
settlement panel lnvestlaate the case. 
1 The Aareement on Import Ucensln1 Procedures entered 
Into force on Jan. 1, 1980, commlttln1slpatory1ovem
ments to simplify procedures Importers must follow to 
obtain Import licenses. Products traded lntemallonally 
are sometimes subject to bureaucratic delays and addi
tional costs as a result of cumbersome Import-licensing 
systems. Such systems therefore act as barriers to 
International trade. 
3 See also the Operation of th1 Trad1 A&rHm1nts 
Pro1ram, 31th R1port, 1985, p. 78. 
• Por a full llstln& of the slanatorles, see table 2-2. 



the customs value for imported goocfs, t The 
agreement provides detailed rules for determining 
the value of imported goods used as a basis for 
assessing ad valorem customs duties. The rules 
are designed to promote a fair, uniform, and neu· 
tral system of valuation and to preclude the use of 
arbitrary or fictitious values.2 With greater uni
formity of practices applied by signatories, export
ers and imponers are able to estimate more 
reliably how their goods will be valued by customs 
authorities. Turkey and Lesotho joined the code 
in 1986, bringing to 27 the total number of signa
tories.3 

Cenain changes in signatory status also oc
curred in 1986. Hong Kong, .which had previ
ously been applying the agreement under 
arrangement with the United Kingdom, became a 
member in its own right in April 1986: Having 
become members of the EC in 1986, Ponugal 
and Spain reviewed their status under the code. 
Portugal notified withdrawal of membership in its 
individual capacity in June 1986. Spain indicated 
its intention to do so, but did not formally notify 
the code during 1986. In addition, three coun
tries that had invoked the provisions for delayed 
implementation began applying the provisions of 
the code. These countries included Spain, the 
Republic of Korea, and BraziJ.4 

Committee activities 

During 1986, 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 

1 The Customs Valuation agreement entered Into force 
Internationally on.Jan. 1, 1981, althoush the United 
States and the EC agreed to implement the agreement on 
July 1, 1980. 
• The agreement establishes a primary method of valu~ 
atlon and a series of alternative methods to be applied in 
a prescribed sequence. First, the transaction value 
method, ls when the duty ls 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's sold. If none of these methods are 
possible, other reasonable means consistent with the 
agreement may be used. A signatory to the agreement ls 
permitted to determine customs value on either an r.o.b. 
(free on board) or c.i.f. (cost, insurance, and freight) 
buls. The United States uses r.o.b., and most other 
countries use c.l.f. 
:1 See table 2-2 for a full listing of this code's member
ship. 
•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, Bc-•swana, Brazil, Canada, Czechoslovakia, the 
EC, Finland, Hong Kong, Hungary, Japan, the Republic 
of Korea, New Zealand, Norway, Romania, South 
Africa, Spain, Sweden, Switzerland, the United States, 
and Yugoslavia. 

in customs laws and regulations and in their ad
ministration. Technical assistance, to aid devel
oping countries as they join and prepare for ap
plication of the agreement, continues to be a pri
ority activity. During 1986, the Committee 
examined the national implementing legislation of 
Brazil, Canada, Czechoslovakia, and the Repub
lic of Korea. 

In 1986, the Commitee reviewed the status 
fo the application of two decisions adopted in 
1984-one on the treatment of interest charges 
and the other on the valuation of computer soft
ware.& Both items are to remain on the agenda in 
1987 while relevant material submitted by signa
tories is reviewed. 

At its April meeting, the Committee dis
cussed the activities of private inspection compa
nies involved in the valuation of goods on behalf 
of governments. The issue, raised by the United 
States, also sparked the concern of other signa
tory countries.a The Committee agreed to ex
plore the implications of this matter for the 
operation and implementation of the agreement 
and the accession of additional countries. After 
further i~~scussions in November, signatories were 
requested to make any relevant information avail
able to the Committee. Detailed information on 
country experiences with these companies con
tracting with governments is to be prepared by 
delegations for the March 1987 meeting. 

The Committee also continued consultations 
on possible accession with observer countries. 
Twenty-one OA 11' contracting parties have ob
server status at meetings of the Committee.7 
Technical assistance aimed at assisting countries 
in their consideration of joining the code is being 
provided by the Customs Valuation Committee 
and its subsidiary, the Technical Committee. 

Technical Committee 

During 1986, the Technical Committee re
ported to the Customs Valuation Committee that 
it had adopted texts on several issues. Among the 
texts adopted were a list of examples that illus
trate the meaning of the expression "sold for ex
port to the country of imponation," a study on 
treatment of rented or leased goods, a case study 
of leased goods, and an advisory opinion on the 
treatment of quantity discounts. 

• See Op1ratlon of th• Trad• .Agr11m1nts Program, 37111 
R1port, 1985, p. 80. 
• The United States raised the Issue in the committee as 
a result of a sec. 301 petition filed by the Florida 
Exporters' 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 Commit· 
tee. 
1 These countries are Bangladesh, Chile, Colombia, 
Cuba, Egypt, Indonesia, Israel, Ivory Coast, Malaysia, 
Nicaragua, Nigeria, Pakistan, Peru, Philippines, Poland, 
Singapore, Sri Lanka, Thailand, Trinidad and Tobago, 
Turkey, and Zaire. 
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Antidumplng Code 
The Antidumping Code1 prescribes the 

proper conduct for antidumping investigations 
and the imposition of antidumping duties based 
on provisions of the General Agreement. It sets 
guidelines for the use of these measures and re· 
lated practices such as retroactive application of 
antidumping duties and price undertakings.2 The 
agreement also obligates developed countries to 
give special consideration to the developing coun
tries before applying antidumping duties. Korea 
joined the Code in February 1986, 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 
reponed 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 1986, the 
Committee reviewed the antidumping legislation 
of Austria, Australia, Canada, India, Korea, 
Pakistan, Sweden, and the United States. The 
Committee also reviewed an amendment to Fin
land's antidumping law. Also during 1986, the 
Committee reviewed an inventory prepared by 
the Secretariat that compiled procedures for re
view and revocation of antidumping measures 
contained in national legislation and regulations 
of signatories. 

Parties to the agreement repon antidumping 
actions to the Committee on a semiannual basis. 
In October 1986, the Committee adopted a re
vised form for submitting semiannual reports. 
Antidumping actions reponed by signatories in 

' The agreement, formally called The Agreement on 
Implementation of Article VI of the GA TT, was negoti· 
ated durlna the Tokyo Round In 1973·79 u a replace
ment to the original Antid..-mplng Agreement. The 
reneaotlation was condY~ied to bring certain provisions, 
especially those conc~mlng determination of injury, price 
undertakinp, and lite collection of antidumplng duties, 
Into line with sJ.:-4ilar provisions In the Agreement on 
Subsidies an~ Countervailing Duties also concluded In 
the Tokyo aound. 
• In price undertakings, the exporter volunteers " ... to 
revise Its prices or to ceue . . . [dumping] • . . so that 
the authorities are satisfied that the Injurious effect of the 
dumplna la eliminated. " 
~SM table 2·2 for a full listing of this Code's member· 
ship. 

2-22 

1986, except those of the United States, are con
tained in table B-2. Actions undertaken by the 
United States are discussed and listed separately 
in chapter S. 

Ad hoc group on implementation 
of the Code 

During 1986, the Committee considered a 
draft recommendation regarding the definition of 
input dumping' that had been submitted in 1984 
by the ad hoc group. The Committee remained 
unable to obtain agreement to adopt the recom
mendation. Meanwhile, the ad hoc group contin
ued work on proposed recommendations on such 
issues as constructed value, cumulative injury as
sessment, the use of price undertakings in pro
ceedings involving imports from developing 
countries, and revision and termination of under
takings.s The group also continued its discussions 
on the issues of definition of sale throughout 1986 
without reaching any conclusions. The matter of 
definition of sale has bearing on a conciliation re
quest tabled by the EC in 1984.e 

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. These products are enumerated in three 
lists in the annex to the agreement: The Customs 
Cooperation Council Nomenclature (CCCN) list, 
the Tariff Schedules of the United States (TSUS) 
list, and the Canadian Tariff Schedule (CTS) list. 
The agreement also seeks to eliminate NTM's~ 
such as the use of official export credits and cer
tain government purchase policies. With the ac
cession of Spain and Ponugal to the EC in 1986, 
both countries joined the Code, bringing the total 
number of signatories to 22.1 

The full Committee met in April and October 
to continue work on the conversion of the annex 
into the Harmonized System nomenclature as 
well as the methods of incorporating aircraft con
cessions expressed in the Harmonized System in 
GA TT schedules and national tariffs. In early 
1986, the Technical Subcommittee completed its 

' Input dumping refers to exports of a product, whether 
or not Itself dumped, that contain Inputs purchased 
lntematlonally or domestically at dumped prices. 
'D\lring 1984, the Committee adopted a paper, drawn 
up by the ad hoc group, entitled "Best Information 
Available In Terms of Article 6:8," that addressed the 
use of "best information available" during an Investiga
tion, and that recommended procedures signatories 
should follow prior to using such Information. 
1 In March 1984, the EC requested the CC>mmittee to 
conclllate a dispute with Canada over a Canadian 
antldumping Investigation against sales of electric 
generators from Italy. Conclllatlon was postponed 
because the Committee sought the assistance of the ad 
hoc group, particularly in examining the Code's definl· 
tlon of a sale. Conciliation was not resumed in 1985 or 
1986 In view of the continuing efforts by the ad hoc 
group. 
1 For further details on membership of the agreement, 
see table 2-2. 



mandate to transpose the lists of the annex into a 
single consolidated list in the Harmonized System 
nomenclature. At a special meeting held on De
cember 2, the Committee finalized the transposi
tion in a protocol amending the annex to the 
Code. The protocol is to enter into force for 
those signatories who have accepted it on January 
1, 1988, or on the date of entry into force of the 
Harmonized System, whichever is later. 

Informal discussions between the United 
States and the Airbus partner governments were 
also reported to the Committee. U.S. officials in
dicated that as far as the United States was con
cerned, the key issue to the United States was 
agreed interpretation of mutual obligations under 
the agreement, particularly on matters relating to 
aircraft procurement decisions and government 
support for civil aircraft programs.1 

Finally, Code delegations were requested to 
formulate specific proposals for improvement of 
the agreement. These proposals are scheduled to 
be examined by the Committee in April 1987. 

International Dairy Amlngement 
The primary objectives of the GA 1T 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 
CounciJ,3 As of November 1, 1986, 16 signato
ries (including the EC representing its member 
states) constituted the total membership of the ar
rangement." 

During the 1986 review of prices, the Inter
national Dairy Products Council decided to raise 
minimum export prices for certain dairy products 
effective October 2, 1986. The new minimum 
prices per ton are as follows: certain cheeses 
were raised to USSl,030 f.o.b. from the previous 
minimum of $1,000; the minimum export price 
for whole milk powder was raised to USS880 
from $830; and the minimum export prices for 
skimmed milk powder and buttermilk powder 
were raised to $680 from $600.s 

During 1986, as is required annually, the 
Council evaluated world market conditions for 
dairy products and reviewed the functioning ofthe 
agreement. To accomplish this task, the Council 
normally considers such items as national poli-

1 For a full discussion of this issue, see ch. 4 section on 
the EC. 
a GATT, Basic Instruments and Selected Documents, 
Su_pp. 26, p. 91. 
3 The three protocols annexed to the Arrangement are 
the Protocol Regarding Certain Milk Powders, the 
Protocol Regarding Milk Fat, and the Protocol Regarding 
Certain Cheeses. 
• See table 2·2 fer a full list of members. 
1 GATT Press Release No. 1398, Oct. 6, 1986. 

cies, food aid, data regarding products, and re
ports of the Committees that oversee the three 
protocols. The Council expressed concern that 
world milk production had continued to expand 
in spite of measures implemented to limit milk 
production. Milk supplies were again excessive in 
1986, and surplus stocks of certain dairy prod
ucts, particular butter and milk fat, continued to 
increase having a depressive effect on the mar
ket. e The signatories also expressed optimism 
that the Uruguay Round would reverse protec
tionism in the dairy sector, liberalize dairy trade, 
and provide scope for wider participation in the 
IDA. 

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 In 
March 1986, Nigeria joined the arrangement, 
bringing its total membership to 26 signatories 
(representing 38 countries counting the individual 
EC members) ,a The signatories include all ma
jor beef exporting and importing countries, ex
cept the Soviet Union. Under the arrangement, 
the signatories collect and distribute data on pro
duction and trade. They also consult on market 
conditions and discuss problems raised by mem
bers. 

During 1986, the International Meat Council 
(IMC), which administers. the arrangement, con
sidered several proposal!!· intended to improve its 
effectiveness. None of the proposals were ripe 
for final adoption in 1986. Two of the proposals 
suggested the use of objective criteria or indica
tors for determining the presence and extent of 
imbalances within meat markecs.s 

Other proposals considered by the IMC sug· 
gested the preparation by the Secretariat of docu· 
mentation on support and intervention 
mechanisms in place in producer countries and 
the enlargement of the arrangement's data base 
to include data on nonparticipants in the arrange
ment. Concerning enlargement of the data base, 
the IMC agreed to survey all GA TT members 
currently not signatories to the arrangement con· 
cerning their position on the proposal. 

1 For a discussion of the controversy over reduced-price 
sales of surplus butter stocks that led to U.S. withdrawal 
from the arrangment, effective Feb. 14, 1985, see 
Operation of the Trade Agreements Program, 36th 
Report, 1984, p. 72. 
7 GATT; Basic Instruments and Selected Documents, 
Supp. 26, p. 84. 
1 See table 2·2 for a full listing of Code members. 
1 These proposals. stem from discussions held over the 
past 3 years to consider complaints by members, such as 
Argentina, New Zealand, and Uruguay, about perceived 
imbalances in the international meat market. These 
members claimed that EC subsidies on bovine beef 
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. (See 
the Operation of the Trade Agreements Program, J~th 
Report, 1984, p. 73.) 
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CHAPTER 3 
TRADE ACTIVITIES OUTSIDE 

THE GAIT 

INTRODUCTION 

Although the GA Tr provides the broad in
ternational framework for conducting interna
tional trade, several other organizations also deal 
with international trade issues, notably the OECD 
and the UNCT AD. The OECD and the UN
CT AD provide forums for consultation and policy 
coordination on issues including, but not limited 
to, trade. They cover a wider range of subjects 
than the GA TI, but they do not aim for the same 
degree of specific international obligation re
quired of GA TT members. Nevertheless, the 
work of these organizations often complements 
the work done in the GA Tr. Other bodies such 
as the Customs Cooperation Council (CCC) and 
the international commodity organizations cover a 
narrower purview than the GA TI, but provide a 
basis for coordinating and regulating cenain spe
cific 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, 
U.S.-lsrael Free-Trade Area Agreement, the 
U.S.-Soviet grain supply agreement, and progress 
on trade agreements in the services sector. 

ORGANIZATION FOR ECONOMIC 
COOPERATION AND DEVELOPMENT 

The OECD is essentially a forum for consul
tation to facilitate policy coordination on a broad 
range of economic issues facing industrialized 
countries. t The objectives of the organization. are 
to ( 1) promote financial stability and economic 
growth of members, (2) promote sound economic 
development of nonmembers, and (3) expand 
world trade on a multilateral, nondiscriminatory 
basis. Its decisions are not binding on individual 
members. This section is limited to the organiza
tion's trade-related activities. 

OECD ministers held their annual Ministerial 
Council meeting on April 17 and 18. In a joint 
communique issued after the meeting, the minis
ters referred to an improving overall economic 
situation in OECD countries and voiced confi
dence in future growth, despite continuing con
cerns and difficulties. They noted favorable 
trends among OECD members in economic 
growth, inflation, employment, rectifying ex
change-rate imbalances, interest rates, and oil 
prices. They added, however, that unemploy
ment, especially among the young, remained a 
problem in many OECD countries. 

The ministers outlined four specific levels of 
cooperative policy initiatives that could suppon 
stronger OECD growth trends. Policies identified 
were macroeconomic policies, structural policies, 
relations with developing countries, and trade 
policy. The ministers cited the importance of 
macroeconomic policies supponing economic 
growth and employment in the medium term by 
emphasizing low inflation and reducing domestic 
and international imbalances. For the longer 
term, specific macroeconomic policies cited to 
combat these imbalances were cutting the U.S. 
budget deficit and increasing domestic demand 
and imports in Japan. In reference to structural 
policies, the ministers called for "strenuous ef
forts" to revamp agricultural policies in order to 
encourage structural adjustment in this sector, re
duce budget expenditures, rectify agricultural 
market imbalances, and lower international ten
sions. Concerning relations with developing 
countries, the ministers agreed to support policies 
improving economic cooperation with developing 
countries in finance, trade, investment, technol
ogy, and other areas, which would facilitate eco
nomic growth in developing countries. Regarding 
trade policy, ministers vowed to reinforce the 
multilateral trading system, strengthen its provi
sions and disciplines, and expand trade liberaliza
tion as widely as possible in a new round of trade 
negotiations. 

In reviewing progress on reduction of trade 
barriers, the OECD ministers acknowledged that 
protectionist pressures and new trade restrictio~ 
have continued, but at a slower pace than preVI
ously. They also pointed to modest results in re
duction and elimination of trade barriers that 
help to contribute to confidence for a new round 
of trade negotiations. 

Turning to the subject of international trade 
•n services, the ministers stated that multilateral 
negotiations on trade in services "would contrib
ute importantly to trade liberalization." They 
urged active pursuit of related work in the OECD, 
especially application of general concepts to indi
vidual service sectors. The ministers also called 
for increasing the effectiveness of the Code of 
Liberalization of Current Invisible Operations and 
other OECD instruments relevant to trade in serv
ices to facilitate liberalization among OECD mem
bers in as many sectors as possible. The ministers 
requested the Secretary General to repon on pro
gress in this area at the 1987 Council meeting. 

On the subject of investment policies, the 
ministers observed that expanded liberalization of 

• Cunent members of the OECD are Australia, Austria, 
Belgium, Canada, Denmark, Finland, France, West 
Germany, Greece, Iceland, Ireland, Italy, Japan, 
Luxembourg, the Netherlands, New Zealand, Norway, 
Portugal, Spain, Sweden, Switzerland, Turkey, the 
United Kingdom, and the United Slates. The Commis
sion of the EC and Yugoslavia, under special status, also 
take part in activities of the orpnlzation. 
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investment policies in individual member coun
tries would enhance prospects for such liberaliza
tion on a multilateral basis. To that end, the 
ministers welcomed the effort by member coun
tries to strengthen the OECD Code of Liberaliza
tion of Capital Movements and the national 
treatment instrument. 

Agricultural Trade 

During 1986, continued surpluses of several 
agricultural products contributed to further inter
national tension in agricultural trade. At the 
1986 Ministerial Council meeting, members 
called for urgent efforts to reorient agricultural 
policies in order to facilitate structural a~justment 
in the sector, reduce budgetary imbalances, and 
diffuse international economic tensions. 

In its annual outlook for agricultural policies 
and markets, the Committee on Agriculture 
noted the serious oversupply in principal world 
agricultural markets in 1986, and voiced little op
timism for improvement in the short or medium 
term. In sunlming up the surplus in virtually all 
agricultural sectors of most OECD countries, the 
Committee concluded that these problems con
firm that the agricultural market's disequilibrium 
is structural in nature. Declining farm incomes, 
increased agricultural budgetary expenditures, 
and desperation by many countries to export "at 
any price" were cited a~ symptoms of the disequi
librium by the Committee. To rectify the prob
lems facing world agriculture, the Committee 
suggested that both immediate and long-term 
measures by member countries would be neces
sary to foster adjustment of the sector. In the 
short term, the Committee suggested that OECD 
governments could agree not to increase direct or 
indirect support policies affecting agricultural pro
duction and trade. In the long term, the Commit
tee reported that policy modification~ could take 
place. in a multilateral context, to ensure fair dis
tribution of the readjustment burden, and to pro
vide for compatibility of those policies between 
countries. Such a coordinated, multilateral ef
fort, the Committee reasoned, would contribute 
to the development of the upcoming GA TI 
round, which is slated to include agricultural 
trade in its discussions. 

Work on the three-part OECD agricultural 
trade mandate concluded in 1986. The program, 
mandated in 1982, was designed to boost progress 
on strengthening international cooperation on ag
ricultural trade and to develop "practical multilat
eral and other solutions" to problems facing the 
sector. Part I of the program consists of a multi
product economic model examining possible 
methods and effects of "a balanced and gradual 
reduction of protecticin." Part II studies the ef
fect of national polici·es on agricultural trade for 
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seven OECD members. 1 In late 1986, part III 
was completed. The third part synthesizes the 
findings of the first two parts and sets forth spe
cific recommendations and guidelines for improv
ing performance in world agricultural trade. The 
report, after consideration by the agricultural and 
trade committees, is expected to be approved and 
released by the Ministerial Council meeting in 
May 1987. 

Export Credits Arrangement 

The Arrangement on Guidelines for Offi
cially Supported Export Credits (the arrange
ment) was designed to regulate govern
ment-supported 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 countries.2 Interest rates established on 
July 15, 1986, are presented in table 3-1. At that 
time, the rates were adjusted downward 1.4 per
centage points from the January 1986 levels, the 
fourth movement since the automatic mechanism 
was agreed upon in October 1983.3 

The arrangement also contains rules govern
ing length of credit, downpayments, and mixed 
credits. During 1986, as in previous years, the 
United States argued at the OECD for changes in 
the guidelines governing mixed credits. Mixed 
credits are used by developed countries to lower 
the interest rate on a financing package for quali
fied developing country buyers by combining 
commercial credits with foreign assistance funds. 

According to the Reagan administration, the 
increasing use of mixed credits by developed 
countries has caused U.S. firms to lose key export 
sales-particularly in the high-technology goods 
sector-and has diverted funds away from devel
opment assistance. In order to discourage the use 
of subsidized credits by OECD countries, the ad
ministration advocates raising the minimum allow
able level of aid in a mixed-credit package from 
25 percent of the total to at least 40 or 50 per
cent, thereby making them prohibitively expen
sive. As an additional U.S. tool to induce 
changes in the mixed credit rules, legislation was 
enacted in 1986 providing the U.S. Export-Im
port Bank with a $300 million "war chest." The 
funds are earmarked for bidding on foreign con
tracts when other developed countries have used 
mixed credits the United States perceives as un
fair. The funding is intended to force export 

1 The seven members studied are the United States, lh.: 
EC, Austria, New Zealand, Japan, Canada, and 
Australia. 
a For a more complete discussion of the automatic 
adjustment mechanism, see the Operation of tht Tradt 
A&rt1m1nts Pro1ram, JSth Report, 1983, USITC Publi
cation 1535, pp. 118-119. 
:1 Interest rates did not change on Jan. 15, 1987. 



credit rule changes by making their continued use 
increasingly expensive.1 -

T•ble 3.1 
Mln!rnum lnterHt r•te guldellnea Ht on July 15, 
1181, for offlcl•llY supported export credits, by 
rep•yment period•' 

Country type2 

Relatively rich ••. 
Intermediate .••• 
Relatively poor4 •• 

2 to 5 years Over 5 years 

Present Former Present Former 

9.55 
8.25 
7.40 

10.95 9.80 
9.65 8.75 
8.80 7.40 

11.20 
10.15 
8.80 

' The rates adopted In January 1986 are shown In the 
•Former• column. 
a Relatively rich countries are defined as having per 
capita Gro11 National Product (GNP) over $4,000: 
Intermediate, per capita GNP between $681 and 
$4,000; and relatively poor, per capita GNP ~elow 
$681. 
3 Countries In this category are ellglble for financing 
from the International Development Association, which 
provides Interest-tree loans to the least developed 
countries. 

At the 1985 OECD Ministerial Council meet
ing, agreement was reached that work for revising 
transparency and discipline in mixed credits 
should continue. The Council also requested that 
the OECD Secretariat prepare a study of "New 
measures aiming at a further increase in discipline 
and transparency" for tied aid credits and associ
ated export financing. The Secretariat completed 
the study in 1986. In the report the OECD con
cludes that, among other effects, substantially 
boosting the minimum grant element in export 
credits would strengthen the aid aspect and re
duce the trade distortions of tied and partially un
tied aid financing. In addition, the Secretariat 
concluded that implementing differentiated dis
count rates in calculating the grant element of 
mixed credits would facilitate more equitable dis
tribution of the increased burden caused by rais
ing the grant element. Finally, the OECD 
Secretariat concluded that the differentiated in
terest rate system would eliminate most remaining 
subsidies in export credits denominated in high
interest·rate currencies. 

A sectoral agreement on the use of export 
credits for civil aircraft sales entered into force on 

' In early 1987, participants In the arrangement agreed 
upon a proposal to raise the grant element to 50 percent 
In July 1987 ror the least developed developing countries, 
and to 30 percent for all other developing countries, with 
the laner figure slated 10 rise to 35 percent in July 1988. 
Anal resolution of the issue may be reached by the 1987 
Ministerial Council meeting. In addition, the partici
pants agreed 10 revise the method for calculating the 
grant element of mixed credits by using a formula based 
on the commercial interest rate for each currency. In 
addition, the agreement abolishes Interest rate subsidies 
by importing category I (relatively rich) countries on July 
1, 1988. This issue is to be decided by late spring 1987. 

March 10, 1986. The agreement applies to mem
ber country sales of new civil aircraft, from large 
commercial aircraft to business planes and heli
copters. The agreement sets credit terms and 
conditions (varying between 5 and 12 years) and 
prohibits the use of mixed credits in aircraft fi
nancing. 

High-Technology Trade 
In 1986, the OECD continued to study prob

lems related to high-technology trade. The high
technology trade initiatjve began in 1982, when 
OECD ministers agreed to identify specific prob
lems that affect trade in high-technology products 
and examine possible solutions. The Committee 
for Scientific and Technological Policy (CSTP), 
and the Industry and Trade Committees jointly 
study problems related to high-technology trade 
and the international flow of technologies.2 In 
1985, the focus of the study on high technology 
was narrowed to an exchange of information on 
two sectors, biotechnology and telecommunica
tions. The intention of narrowing the focus was 
to facilitate substantive discussions and to define 
more clearly a future work program. 

Of the two sectors, indepth work has pro
gressed on biotechnology. In 1985, a study re
viewing application of patent laws to 
biotechnology with recommendations for interna
tional patent law harmonization was completed. 
This was the first of four proposed studies on 
biotechnology for the OECD. In 1986, safety and 
regulatory guidelines for biotechnology were the· 
main subject of review.3 A set of recommenda
tions to coordinate the regulation of biotechnol
ogy was adopted by the OECD Council in 1986. 
The recommendations deal with safety considera
tions in the application of recombinant DNA (de
oxyribonucleic acid is the substance present in the 
cells of living organisms that stores all genetic in
formation) organisms in industry, agriculture, and 
the environment. The guidelines are intended for 
use by member countries promulgating safety 
regulations related to recombinant DNA. By pre
venting creation of significantly different regula
tory standards among countries, development and 
market costs can be minimized, and the opportu
nity for blocking trade through differing regula
tory policies will be reduced. The guidelines are 
expected to encourage U.S. exports of pharma
ceuticals and chemicals. 

The High Technology Trade Committee met 
once in 1986 and considered two studies done by 
the OECD Secretariat on various aspects of high
technology trade-intellectual property rights and 
standards. However, neither the United States 

1 For a more detailed discussion of the high-technology 
trade initiative see Optration of tht Trade Agreements 
Pro1ram, 36th Report, 1984, USITC Publication 1725, 
p. 79. 
' The other two reports will examine government policies 
and priorities in biotechnology R&D, and long-term 
economic Implications of biotechnology. 
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nor several other countries would approve the 
contents of the reports and no funher work was 
mandated.1 

A new approach to the consideration of is
sues related to high-technology trade may emerge 
while the Uruguay Round is in progress. Several 
countries, including the United States, plan to ad
dress high-technology trade-related issues in the 
various negotiating groups of the Uruguay Round, 
consequently diminishing the importance and us
age of the OECD Committee. In the U.S. view, 
addressing the general issue of intellectual prop
erty rights (IPR), for example, in some depth be
fore undertaking a narrower consideration in the 
context of high-technology trade would be appro
priate. Such an approach would extend to the 
entire range of industries and sectors for which 
IPR protection is important including, but not 
limited to, high-technology trade activities. The 
United States view is that analyzing IPR issues 
should extend not only to patents and trade
marks, but also to copyrights, trade secrets, and 
other forms developed to provide adequate pro
tection of new and evolving technologies. 

Investment 
The OECD Trade Committee's work related 

to investment has mainly focused on trade-related 
investment measures (TRIM's). In aeneral, 
TRIM's are considered investment measures most 
likely to affect trade and/or are motivated by 
trade policy considerations. In 1986, the OECD 
Secretariat undertook research on the topic of 
possible future directions for the Trade Commit· 
tee on TRIM's in light of the inclusion of the 
topic on the agenda of the Uruguay Round.z As 
the OECD points out, inclusion of TRIM's in the 
trade talks is significant considering that TRIM's 
may distort trade Dows, yet "not readily fall under 
the scope of existing multilateral trade disci
plines. "3 

In outlining possible future directions for the 
trade- and investment-related work in the OECD, 
the Secretariat proposed four possibilities. First, 
the OECD could focus on the relevance of exist
ing GATT rules for TRIM's. Although invest
ment-related issues are not specifically addressed 
in the GATT, several GATT articles or provisions 
could be considered relevant, such as national 
treatment or provisions of the Government Pro
curement Code. Second, future OECD work 
could include examining intergovernmental in
vestment agreements. For example, the OECD 
could periodically examine developments growing 
out of bilateral investment treaties, or expand on 

1 Report from U.S. Department of State, Washington, 
June 111, 1986 (No. 192911). 
1 For a discussion of the Uruguay Round of Trade 
Neaotlatlons, see ch. 1. 
a "Trade-related investment issues." A note by the 
OECD Secretariat reproduced In report from U.S. 
Embuay, Paris, Sept. 11, 1986 (No. 41210). 
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the work undertaken by the Committee on Inter
national Investment and Multinational Ent4'r· 
prises on intergovernmental agreements related to 
investment in developing countries by examining 
the form and substance of such agreements. 
Third, trade measures appearing to have invest
ment effects could be reviewed by the OECD. 
Investment effects of trade measures have not 
been as closely examined as trade effects of in
vestment measures, although the former may be 
more severe than the latter. Finally, use of 
TRIM's by developing countries and their possi
ble trade implications could be studied. 

The Secretariat also prepared a report in 
1986 for the Trade Committee related to invest
ment and trade issues. The first part probes the 
linkages between trade and investment issues and 
their possible significance to current trade polices 
of member countries. The second part reviews 
work on investment in various parts of the OECD, 
focusing on the aspects particularly relevant from 
a trade policy perspective. 

Protectionism and Structural 
Adjustment 

At the OECD Ministerial meeting in 1985, 
ministers asked member countries to submit pro
posals on all trade measures that could be phased 
out over a faxed period. The ministers asked that 
the results be presented at the 1986 Ministerial 
Council meeting. A report prepared by the Trade 
Committee for the 1986 Ministerial meeting de
tails and assesses results achieved in reversing 
protectionist trends among member countries, in
cludina an appendix of trade liberalizing measures 
recently taken by members. The study also sug
aests strategies for future action to resist protec· 
tionism and facilitate structural adjustment in 
member countries and in the OECD. 

In a report by the OECD Secretariat pre
pared for the September meeting of the Trade 
Committee working party, it was noted that there 
has been little recent liberalization of either tariff 
or nontariff barriers. Recent liberalization moves 
that have taken place, the Secretariat pointed 
out, have been done on a bilateral or regional ba
sis, such as further liberalization within the EC, or 
bilateral arrangements between the EC and other 
European countries. 

The importance of implementing effective 
structural adjustment policies as a means of turn
ing back protectionism and promoting further 
opening of markets was emphasized by the OECD 
ministers in the conclusion to their joint commu
nique issued at the close of the 1986 Ministerial 
Council meeting. Also stressed by the ministers 
was the importance of international cooperation 
.. including industrial cooperation through direct 
investment, technology exchanges, and joint re
search and development." Such cooperation, the 
ministers concluded, promotes global structural 
adjustment and .. facilitates the formation of a 
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harmonious division of labor. thereby contnbut· 
in& to deterrence of protectionism.•1 

In ha semiannual assessment of member 
economies. the OECD reponed that there is 
much that sttuctural adjustment policies can do to 
boost economic growth. With specific reference 
to trade policies. the OECD pointed to the rising 
pattern of trade intervention in recent years that 
has raised costs and prices. slowed adjustment. 
and protected the sectors with the most successful 
lobbying efforts. Against this backdrop. the 
OECD notes world markets have been made nar· 
rower and more unstable. Modest dismantling of 
some protectionist barriers is mentioned by the 
OECD. However. a reaffirmation of certain basic 
principles of the trading system through the new 
round, such as nondiscrimination. is advised by 
the repon. 

CUSTOMS COOPERATION COUNCIL 

During 1986, the CCC's various committees. 
including the Harmonized System Committee and 
the Valuation Committee. continued to meet in 
their regular working sessions. The classification 
for tariff purposes of many goods under the Har· 
monized Commodity Description and Coding Sys
tem (known as the Harmonized System or HS) 
was determined and the revised version of the HS 
Explanatory Notes, completed in 1985, was pub
lished. The CCC is again coordinating the even· 
tual implementation of the HS by interested 
countries engaged in its preparation, with a ·view 
toward such implementation as of January 1, 
1988. 

The work of the CCC was complicated by a 
serious shortage of funds, attributable at least in 
pan to the United States• nonpayment of its as· 
sessed contribution. It continued to operate by 
borrowing money from its pension fund. as some 
of the U.S. payments made during the year went 
to cover arrearages. The United States ordinarily 
contributes about one·founh of the CCC's 
budget. This funding problem has persisted into 
1987 and threatens both the existence of the 
CCC and the future of the HS. 

UNITED NATIONS CONFERENCE ON 
TRADE AND DEVELOPMENI' 

UNCT AD was created as an organ of the 
United Nations General Assembly in 1964 for the 
purpose of promoting international trade, espe
cially with a view to accelerating economic devel-

' Communique of the OECD Ministerial meetin1 held In 
Pull on Apr. 17 and 18, 1986, OECD Press Release, 
Apr. 18, 1986. 

opment of developin1 countries. Since its incep
tion. UNCTAD's role has been largely limited to 
exchanges of views on trade and aid problems 
among countries that are at different stages of 
economic development and have different eco
nomic systems.a The Trade and Development 
Board (TDB), UNCTAD's governing body, 
is headquanered in Geneva and oversees UN
CTAD's functions when the conference is not in 
session.3 The TDB holds two or more regular ses
sions per year and an occasional special session. 
In 1986, the TDB held its 32d session in March, 
reconvened in June, and held the first pan of its 
33d session in September.• UNCTAD's confer
ences. generally attended by all members, are 
held every 3 or 4 years. and define the ongoing 
work program for the organization. The most re
cent conference, UNCT AD VI, was held in 
Belgrade in June 1983. UNCTAD VII will be 
held in Geneva in July 1987. The following sec· 
tions discuss both the trade-related topics that 
have been the focus of ongoing work since 
UNCT AD VI and the provisional agenda for 
UNCTAD VII. 

'lbe Integrated Program for 
Commodities and the Common Fund 

The integrated commodity program proposed 
by developing countries and unanimously adopted 
at UNCTAD's founh session in 1976 calls for a 
series of commodity-pricing agreements within a 
aeneral framework and a common fund to be 
used primarily for buffer stock financing.& The 
purpose of the Integrated Program for Commodi
ties (IPC) is to ~expand and diversify the trade of 
developina countries, improve and diversify their 
productive capacity. and improve their productiv
ity and increase their expon earnings. . . . "• 
Eighteen commodities were initially identified for 
IPC action. To date, agreements covering natural 

• UNCTAD's membenhlp is open to all c:ountrles that 
are memben of tbe United Nations or of any of the 
aaenc:la related to tbe orpnlzatlon. 
a The TDB implements conference decisions, lnl1lates 
research studlu on trade and related development 
problems, and canles out preparatory wort for the 
conferences. Seven committees aid the TDB with its 
wort: the Commltteu on (1) Commodities, (2) Manu
factures, (3) lnvlslblu and F'lnancin1 Related to Trade, 
(4) Sblppln1, (.5) Preferences, (6) Transfer of Technol· 
OIY• and (7) Economic Coop.radon Amona Developlna 
Countries. n ... committees meet every 2 yean. 
4 The 33d HSSlon reconvened in March 1987. 
1 Mott intematlonal commodJly apeemenas use buffer 
stocks u their price-controllln1 mechanism. Al com
modity prices fall to a predetermined Ooor, the buffer 
stock manaaer bellns buyin1 to halt the price decUne and 
build up stocks. C:Onversely, when prices rise to a 
predetermined cellln1, the manaaer beafns selllna to 
restrain increases in market prices. 
• ProcHdln1• of t/11 U11it1d Notio11s Co11/,,1nc1 on 
Trod• and Dn1lopm1nt, vol. 1, Report and Annexes, 
p. 7. 
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rubber, jute, and tropical timber have been con
cluded within the framework of the IPC. 1 

In 1980, the Common Fund for Commodi
ties (CFC) was conceived by developing countries 
as a mechanism with one account to finance in
ternational buffer stock operations and another to 
provide concessional loans or grants to developing 
country producers for such activities as productiv
ity improvements, research, market promotion, 
and vertical diversification. A 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 fmancing facility would be to even 
out the earnings developing countries obtain from 
their export commodities. 

For the Fund to enter into force, 90 coun
tries must ratify it and they must account for at 
least two-thirds of the Fund's directly contributed 
capital of USS470 million. By February 1987, 92 
nations had ratified the agreement, but the Fund 
has not entered into force since these nations ac
count for only about 59 percent of the directly 
contributed capital of the Fund. The United 
States has declined to participate in the Fund be
cause of doubts •bout the Fund's ability to fulfill 
its envisaged role. 

The intergovernmental Group of Experts on 
Compensatory Financing of Export Earnings 
Shortfalls met in July 1986. In a report prepared 
for the meeting, the UNCT AD Secretariat re
viewed the importance of supply factors in com
modity-related export earnings instability. Supply 
factors, the Secretariat pointed out, appear most 
significant for countries with Gross Domestic 
Product (GDP) per capita of $1000 or less. In 
addition, most developing countries derive SO 
percent or more of their export earnings from 
commodity exports, in many cases, from one or 
two products. 

The report noted limitations of present 
means of compensatory financing of export earn
ings, through the STABEX mechanism of the 
Lome Convention, and the IMF's Compensatory 
Financing Facility. The group of Experts recom
mended eStablishing a new compensatory financ
ing arrangement with reduction of supply 
inStability in specific commodity sectors as its 
goal. The Group suggested that the facility could 
be financed out of the third account of the CFC if 
that account becomes operational. The group, 
which convened for its first session in 1984, 
agreed to hold a 2d session in the second quarter 

1 In addition to the agreements on natural Nbber, jute, 
and tropical timber negotiated within the IPC framework, 
there Is provtslon for International commodity agreements 
coverlna coffee, supr, wheat, cocoa, and tin. For a 
detailed discussion or U.S. participation In all lntema
tlonal commodity apeements, see the section that 
follows, entitled "Ne10Uation and Operation or .fntema
tlonal Commodity Agreements." 
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of 1987 to allow further conside~ation of export 
earnings inStability and means to rectify the prob
lem. 

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, make general 
policy recommendations concerning structural ad
jusunent. 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 adjusunent in the course of its annual 
review.2 

At the 32d session of the Trade and Devel
opment Bo~rd, the annual review of protection
ism and structural adjustment concluded with the 
members unable to reach agreement on further 
action on the subject. The developed countries 
and the other members were at odds with the de
veloping countries over a proposal by the latter 
group to intensify the Board's annual review of 
protectionism and structural adjusunent. The de
veloped countries maintained that the last review 
before the UNCT AD VII conference was not the 
appropriate time for the organization to embark 
in new directions. The Chairman of the session, 
expressing particular disappointment at the fall
ure, noted that most countries entered the session 
believing it was "high time to advance from words 
to deeds and translate agreed declarations and 
recommendations into concrete action" in com
bating protectionism. 

The UNCT AD Secretariat prepared three 
documents for the annual review of protectionism 
and structural adjustment that analyzed the world 
trade environment,3 In reviewing trade protec
tion, the first document .. Restrictions on Trade 
and Structural Adjustment," observed that al
though many countries undertook liberalizing ef
forts, trade friction characterized by lack of 
discipline on safeguard measures persisted in the 
period examined (1985). The review of restric
tions on trade also presented information from 
the UNCT AD Data Base on Trade Measures, 
which stores data on product-specific nontariff 
measures (NTM's) applied at the border by S 1 
countries. The report stated that for 1985, about 
19 percent of the value of imports into developed 
countries were affected by at least one NTM, 
largely what it called "volume control measures." 

a See the Op1rat1•>n of 1h1 Trad1 A1r11m1nu Pro1ram, 
36th R1port, 1!>1#4, USITC Publication 1725, p. 85, for 
a discussion of this work program. 
a UNCTAD Secretariat, "Restrictions on Trade and 
Structural Adjustment," TD/8/1081-pt. I. 



In addition, the review of trade protection ob
served that between 1981 and 1984, no general
ized effon on standstill and rollback of 
protectionist measures by developed countries 
was detected. 

The report also presented several trade pol
icy simulations that estimated the potential bene
fits for developing countries of reductions or 
elimination by developed countries of all existing 
tariffs and nontariff barriers. The report found 
that a zero level tariff on an Most-Favored-Na
tion (MFN) basis after implementation of Tokyo 
Round cuts would cause a net loss of trade in 
some sectors, because of the elimination of exist
ing. preferential trading arrangements. Cutting 
tanffs to the levels of preference-receiving coun
tries, however, would allow developing countries 
a $19.3 billion (or 7.2 percent) boost in exports 
to developed countries over those in 1983. When 
elimination of nontariff barriers were figured into 
the simulation, the boost in exports by developing 
countries to developed countries would climb to 
an estimated $37 .6 billion, according to the simu
lation. It is estimated that the largest share of 
gains would occur in raw and processed primary 
goods, plus textiles and clothing, products highly 
protected in developed countries. 

The second report prepared by the UN
CT AD Secretariat for the 32d TDB was "Trends 
in World Production and Trade in all Sectors." 1 

The report outlined conditions in the agricultural, 
manufacturing, and service industries in recent 
years. In the agricultural sector, the long-term 
decline in importance of the sector from 1965-83 
in terms of GDP, employment, and share of mer
chandise trade was manifest in developed and 
centrally planned economies alike. In the manu
facturing sector, the report showed that the share 
of developing countries in world manufacturing 
output rose from 8 percent in 1963 to 12 percent 
in 1984. Regarding the service sector, the report 
pointed out that the sector accounted for the larg
est share of GDP in most countries, and provided 
the highest proportion of jobs in developed and to 
a lesser extent developing countries. The report 
estimates that the share of the workforce in the 
service sector is about the same for developed 
and developing countries, except in the least de-
veloped, largely agricultural countries. · 

The third report prepared for the 32d TDB, 
"Protectionism of agro-industrial production and 
trade," detailed issues in agricultural production 
and trade for developing countries.2 The report 
made several observations about the characteris
tics of production and trade in developing coun
tries and the relationship between the two factors. 

1 UNCTAD Secretariat, "Trends in Production and 
Trade in all Sectors," TD/B/1081-pt. II. 
1 UNCTAD Secretariat, "Protectionism of agro-industrial 
production and trade and their underlyin1 factors." 
TD/B/1086, Dec. 23, 198.S. 

The report noted that export production is often 
the only agricultural production option for develw 
oping countries with small domestic markets. 
Many developed country agricultural policies, 
however, translate into reduced export opportuni
ties for developing countries, the report pointed 
out. 

In reference to agricultural trade issues, the 
Secretariat noted that market barriers faced by 
developing country agricultural exports range 
from tariffs to sophisticated nontariff barriers. 
The report noted that developed country protec
tion escalates for higher stages of processed agri
cultural products. In addition to restricting 
market access in developed countries, the Secre
tariat stated, such protection has the effect of 
slowing industr~alization and development of 
higher value-added products in developing coun
tries. Other factors of agricultural trade that pre
sent difficulties to developing countries include 
access to marketing and distribution channels. 
Namely, the report identified oligopolistic and re
strictive business practices and the vertical inte
gration of multinational corporations as 
impediments to market access by agricultural ex
ports of developing countries, particularly new ex
porters. Furthermore, policies of developed 
countries encouraging development and use of 
synthetic or substitute products, particularly in the 
area of fiber products, are identified as displacing 
developing country agricultural trade. 

Trade Relations Among Countries 
Having Different Economic and 

Social Systems 
At its 31st session in September 1985, the 

TDB requested the Secretariat to submit a report 
1 year later with "proposals for further promotion 
of trade and economic co-operation among coun
tries having different economic and social sys
tems, with particular consideration given to the 
interests of developing countries." At the 33d 
TDB, the secretariat's work examining the subject 
was presented. In addition, the Secretariat devel· 
oped a program aimed at further promotion of 
trade and economic cooperation among countries 
with different economic and social systems.3 Sev
eral approaches were advanced by the Secretariat 
as possible means to effectively promote such 
trade and cooperation. Among other proposals, 
the Secretariat advocated adherence by all states 
to the basic principles and rules of the interna
tional trading system. The report also called for 
the "reduction and progressive elimination of ob
stacles to trade" and cited the importance of a 
new GA TT round of trade negotiations in this re
gard. In its conclusions, the Secretariat noted the 

3 UNCTAD Secretariat, "Promotion of trade and eco
nomic co-operation amon1 countries having different 
economic and social systems, with particular considera
tion liven to the interest of developin1 countries." 
TD/8/1104. June 2.5, 1986. 
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important effect of the world political climate on 
economic and trade relations between countries 
with different economic and social systems, par
ticularly on East-We~ trade. 

The TDB committee charged with the issue 
reponed the emergence of a broad understanding 
that the process of debating and exchange of 
views on the subject should be continued. 
Hence, the committee agreed to convene an 
ad hoc group of expens in January 1987 to delib· 
erate "result-oriented measures" for boosting 
trade and economic cooperation among countries 
with different economic and social systems. The 
committee is to repon to the 2d session of the 
33d TDB in spring 1987. The Secretariat was 
also charged with continuing work on the subject 
of economic .and trade relations among countries 
with different economic and social systems and 
with considering comments presented at the first 
session of the 33d TDB on the Secretariat's pro
posals. 

Trade Preference Schemes 

The Generalized System of Preferences 

The OSP is a framework under which devel· 
oped countries provide preferential tariff treat· 
ment to certain goods exponed by developing 
countries., The UNCT AD Special Committee on 
Preferences is responsible for overseeing the OSP. 

In its 1986 annual review, the Committee 
noted that modest gains at best had been' made in 
improving preferences for beneficiary countries in 
the past year. The review pointed to a tendency 
to restrict preferences on some product categories 
by certain major developed country participants. 
The Committee reponed that total preferential 
impons into the OECD countries in 1984 topped 
$32 billion. Limitations of preferences on key 
developing country exports continue to preclude 
full realization of OSP benefits, the review found. 
Additionally, since GSP benefits apply largely to 
industrial products and only to selected agricul· 
tural products, the Committee pointed out that 
developing countries with a diversified industrial 
base benefit more from the schemes than agricul· 
tural exponers. 

In 1985, the Secretariat launched empirical 
studies of the ability of OSP schemes to reach 
their objectives. The study program sought to (a) 
analyze the initial impact of preferences on ex· 
pons; (b) research industrialization and economic 
growth in beneficiary countries; and (c) reach 
conclusions about the GSP and about future trade 
policy initiatives. The scheme of the United 

' for a discussion or the operation of the U.S. GSP 
119tem ID 1916, ... ch. 5. See the Op•ratlon of th• 
Trt1d• A&N•ment1 Pro1ram, JSth R•port, 1983, USITC 
PlabUcadon 1535, pp. 15·25, ror a detailed discussion of 
tbe renewal or th• U.S. GSP prosr&JD. 
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States was studied in 1986.2 The effects of the 
competitive-need limitations-which restrict bene
fits for certain impons from particular beneficiary 
countries-under the U.S. program were exam
ined by the study. Exclusions cut the market 
share of affected beneficiary countries, the repon 
noted, whether or not they were n1ajor OSP bene
ficiaries. In addition, the market share position 
of least developed countries did not improve as a 
result of the competitive-need exclusion. The re
view concluded that the competitive-need exclu· 
sions have not distributed benefits to lesser 
beneficiaries, that even major beneficiaries need 
preferential treatment to retain or boost their 
market share, and that certainty of preferences is 
necessary to ensure benefits of the scheme. 

The Global System of Trade Preferences 

Negotiations for the establishment of a 
Global System of Trade Preferences (OSTP) be· 
gan in 1986. The OSTP 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. 

The OSTP, as currently conceived, has sev· 
eral aspects and objectives: (1) an initial round of 
tariff cuts; (2) handling nontariff barriers and di
rect measures to promote trade; (3) reinforcing 
and complementing existing regional and sub
regional groupings; (4) specially favored treat
ment for least developed countries; (S) a flexible 
negotiating approach to encompass bilateral and 
multilateral methods and cut tariffs in a linear, 
product-by-product, sector-specific method, or 
through some combination thereof; (6) a commit· 
ment to the long-term nature of the negotiations, 
which may not necessarily produce immediate or 
significant results; and (7) preservation and en
hancement of existing trade preferential arrange· 
ments and also integration of their secretariats 
into preparations and negotiations of the scheme. 

The Negotiating Committee on the GSTP 
convened in Brasm~ in May 1986 to launch the 
first round of negotiations on trade concessions. 
The initial meeting included SO members of the 
Group of 77, plus observers from 20 other mem
ber states. In reference to the effon by develop
ing countries to negotiate mutual reductions in 
trade barriers, Mr. Kenneth Dadzie, Secretary 

• UNCTAD Secretariat, MEffect of competitive need 
exclusions and redesl111atlons under the United States 
scheme of general prererences." UNCTAD/ST/MD/29, 
Feb. 13, 1916. 
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General of UNCTAD said that "developing coun
tries could not rely exclusively on the willingness 
of developed countries to take trade liberalization 
measures." The first round of negotiations are 
scheduled for conclusion by the time the Negoti
ating Committee meets in Yugoslavia in Septem
ber 1987. 

UNCTAD VII 

The 32d TDB was divided into two sessions 
in 1986; the second session, held June 16-17, was 
devoted to drawin~ up an agenda and deciding on 
a venue for UNCTAD VII. It was not until Octo
ber 1986, however, that a provisional agenda for 
the seventh UNCT AD conference was adopted, 
and a site, Geneva, was selected. The conference 
will be held during July 9-31, 1987. UNCTAD 
conferences are typically the largest international 
forum for consideration of North-South economic 
issues. The agenda advances issues of interest to 
developed and developing countries alike. 

The agenda calls for "revitalizing develop
ment, growth, and international trade, in a more 
predictable and supportive environment through 
multilateral cooperation; assessment of relevant 
economic trends and of global structural change; 
and appropriate formulation of policies and meas
ures, addressing key issues." The issues the con
ference will address encompass the following four 
main themes: (a) resources for development, in
cluding financial and monetary questions; (b) 
commodities; (c) international trade; and (d) 
problems of the least developed countries. Four 
understandings were attached to the provisional 
agenda. The four dealt with (a) recommending 
that "due attention should be paid to the role of 
the private sector in development"; (b) noting 
that the agenda reference to "a more predictable 
and supportive environment" subsumes the need 
for security, dependability, and confidence build
ing in the world economic environment, as well as 
for equity and justice in international economic 
relations; (c) stating that "monetary questions will 
be considered in the context of the mandate of 
UNCT AD and without prejudice to the compe
tence of the International Monetary Fund Inc. 
(IMF) and other international financial institu
tions; and (d) pointing out that the reference to 
international trade "includes issues arising in 
trade relations among countries having different 
economic and social systems." 

Each UNCTAD conference is typically held 
on a different continent. With Latin America 
due to hold one soon, the Government of Cuba 
offered to host the Conference in Havana. When 
the United States said that it would refuse to at
tend the UNCTAD VII in Havana, the alternative 
site of Geneva was chosen. The TDB decision 
that set the agenda and chose Geneva as the loca
tion notes the desire of the Latin American group 

to host UNCT AD VIII, with the particular inter
est of Cuba to serve as host. 

NEGOTIATION AND OPERATION OF 
INTERNATIONAL COMMODl'IY 

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 imponance of commodities trade to 
the developing countries. Since then, commodi
ties policy has been in the forefront of North
South dialogue. UNCTAD is the forum most 
actively involved in this issue. 

The following sections summarize the opera
tion in 1986 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 longrun 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 expon 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 
were not specifically designed to minimize price 
fluctuations. Instead, they seek to promote re
search and market development. 

At th·~ end of 1986, the United States was 
panicipating in the agreements covering coffee, 
sugar, wheat, jute, natural rubber, and tropical 
timber. The United States may enter into inter
national commodity agreements through execu
tive agreements, treaties requiring ratification by a 
two-thirds majority of the Senate, or by 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 (R&D) funding rather than market inter
vention. The United States is willing, however, to 
consider panicipating in commodity agreements if 
the market demonstrates a need for the agree
ments, if they are determined to be economically 
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sound and market oriented, and if they offer a 
balance between producer and consumer inter
esu.1 

In 1986, renegotiated wheat and cocoa 
agreements were agreed upon by member coun
tries, replacing expired predecessor accords. The 
tin agreement, which suspended trading in 1985 
because of lack of funds, vinually collapsed in 
1986 as attempts at price stablization proved un
successful. In an organizational step, the tropical 
timber organization, which came into force in 
198S, chose Yokohama, Japan, as its headquar
ters site, and appointed a Malaysian representa
tive as its executive director. 

Oversupply and weak demand continued to 
plague the markets of many primary commodities 
in 1986. The IMF index of nonoil commodity 
prices fell for the third consecutive year in 1986. 
The index of wholesale prices fell nearly 3 per
centage points to 73.1. 

Coffee 
The current International Coffee Agreement 

(ICA) entered into force provisionally in October 
1983 and definitively on September 11, 198S. 
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) adminsters 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 
buffer stock, but does provide for expon quotas 
to stabilize prices. The ICC agreed to establish a 
global quota of 61.0 million 60-kilogram bags (a 
bag is equivalent to about 132 pounds) for crop 
year 198S/86. The quota consisted of a base 
quota of S9 million bags plus an additional quota 
of 2 million bags. The additional quota was 
authorized because the composite price was at the 
high end of the ICO's desired price range. In 
January 1986, the quota was funher raised to 63 
million bags. The annual expon quotas were to 
be distributed over the four quaners of crop year 
198S/86 in equal amounts. However, in Febru
ary 1986, as coffee prices continued to soar 
above the ceiling specified in the agreement, the 
ICO suspended all coffee expon quotas. 

In 1986, the trigger prices for upward and 
downward quota movement remained unchanged 
from those in 198S. The trigger prices operate so 

1 U.S. Department of State, "International Commodity 
Apeements, ., GIST, Aug. 1985. 
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that if tlie lS-day moving average of the compos
ite indicator price is at or below St.20 per pound, 
the expon quotas are reduced on a pro rata basis 
by an amount of 1.0 million bags. If the indicator 
price is at S 1. lS or below, the quotas are adjusted 
downward an additional 1.5 million bags. Like
wise, if the lS-day moving average of the compos
ite indicator price is at or above $1.40 per pound, 
the expon quotas are increased by 1 million bags, 
and are increased an additional 1.5 million bags if 
the lS·day composite price is at or above $1.45 
per pound. The expon quotas are suspended 
when the lS-day composite price is at or above 
St.SO per pound. The expon quotas may be in
creased or decreased funher, depending on addi
tional changes in the 1S-day moving average of 
the composite indicator price. The ICO sus
pended quotas on February 19, 1986, when the 
lS-day moving average had remained above 
$1.45 per pound for 4S market days. 

Table 3-2 indicates that during 1982-86, the 
yearly average of the ICO's composite indicator 
price (1976 basis) ranged from $1.16 to $2.04 
per pound. 

T•ble 3·2 
Green coffee: lntern•tlon•I Coff•• Org•nlzatlon 
monthly •v•r•a• oompo1lt• lndlc•tor prlce1,' on 
th• bHl1 of th• 1171 •ar••m•nt, 1182-81 

(Per pound, 
Period 1982 1983 1984 1985 1988 

January .. .. S1 .24 $1.27 S1.39 S1.37 $2.04 
·February •••• 1.34 1.24 1.41 1.34 1.95 
March ...... 1.29 1.22 1.44 1.33 2.04 
AprH •••.•••• 1.24 1.22 1.44 1.32 1.91 
May ........ 1.21 1.25 1.48 1.32 1.78 
June ....... 1 .21 1.23 1.45 1.31 1.50 
July ........ t.18 1.24 1.41 1 .21 1.49 
Augu1t ..... 1. 17 1.25 1.43 1.20 1.54 
September •. 1.23 1.27 1.42 1.19 1.81 
October ••.• 1.29 1.38 1.38 1.28 1.82 
November .. 1.30 1.38 1.38 1.41 1.43 
December •. 1.31 1.40 1.35 1.78 1.28 
Average .••. 1.25 1.28 1.41 1.33 1.70 

' The Indicator price Is a composite of the ex-dock 
New York and Hamburg-Bremen prices of •other MAd 
Arablca" and ex-dock New York and Marsellle1·L• 
Havre price• of Robu1ta-type green coffee. The ex
dock price of • commodity Includes the co1t1 of male· 
Ing the goodl available at dockside of the port named. 
SCU"ce: Compiled from ICO data reported by the 
U.S. Department of Agriculture and the U.S. Depart
ment of commerce. 

In 1986, the monthly average composite in
dicator price ranged from a low of $1 .26 per 
pound in December to a high of $2.04 per pound 
in January and March. The relatively high com
posite prices during the first half of 1986 were 
due to the prospect of a substantially reduced 
harvest in Brazil resulting from a drought in the 
producing regions. 

In 1986, sales by producers to nonmembers 
of the ICA continued to be a source of dispute 
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between producers and consumers. Some pro
ducers are willing to sell to nonmembers at a 
lower price once their expon quotas to members 
have been exhausted. As a result, a two-tier mar
ket has developed and coffee has been illegally 
shipped from quota to nonquota markets. At the 
4Sth Council session (April 28-May 2, 1986), 
resolutions were adopted that impose penalties 
for sales to nonmembers. 

Council meetings to decide on the reintro
duction of quotas, setting the global quota for 
crop year 1986/87, and quota distribution among 
producer members were scheduled to be held in 
the early part of 1987.1 U.S. Depanment of Ag
riculture (USDA) officials repon that the alloca
tion of the global quota could be based on both a 
11 fixed" and 11variable" component during crop 
year 1986/87. Consumer members ar11 pressuring 
for quotas based on 11objective" criteria, such as 
exportable production and anticipated demand 
for the four main categories of coffee needed by 
roasters to meet blend requirements. Expon 
shares have been based on modification of a faxed 
component since quotas were reintroduced in 
1980. The inclusion of a variable portion based 
on stocks might reduce the tendency of some 
countries to dump their excess stocks at low 
prices on the nonmember market. 

Sugar 

The 1984 International Sugar Agreement 
(ISA) entered into force on January 1, 1985, fol· 
lowing expiration of the 1977 ISA. The United 
States has participated in both the 1984 ISA and 
its predecessor agreements. The International 
Sugar Organization, located in London, admini
sters the agreement. The 1984 ISA is an admin· 
istrative 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 market stabilization mechanism of the 
1977 ISA functioned through a system of buffer 
stocks and expon quotas that were manipulated 
to dampen fluctuations in the free-market price 
of sugar. 

Under the auspices of 1984 ISA, negotia· 
tions are underway to work out a new agreement, 
more effective than the 1977 ISA. The 1977 ISA 
was generally ineffective in controlling the free· 
market price of sugar. The target price range in 
the ISA during 1982-84 was 13 to 23 cents per 
pound. The price has been below that range 
since February 1982 (see table 3-3). The ineffec
tiveness of the 1977 ISA in regulating sugar prices 
was in large pan the result of sugar's unique char· 
acteristics. Sugar is one of the most widely grown 

1 Quotas had not been reintroduced as of Mar. 1, 1987. 

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 market. 

Table 3-3 

Raw 1ugar: Monthly world market prlc .. , on th• 
bHla of the 1177 ISA, 1 1111-81 

(In cent• .Per pound) 

Period 1981 1982 1913 1984 1985 1988 

January •.• 27. 78 12.90 8.03 8.97 3.82 4.88 
February •• 24.09 13.07 8.43 8.84 3.70 5.57 
March •••• 21 .81 11.28 8.20 8.42 3.83 8.95 
April ..... 21.25 17.83 9.58 5.99 3.42 8.33 
May ...... 15.08 8.11 9.45 5.81 2.82 7.83 
June ..... 18.38 8.84 10.74 5.53 2.78 8.33 
July ...... 18.34 7.80 10.53 4.54 3.18 5.55 
Augu1t ••• 14. 78 8.77 10.58 4.05 4.39 5.57 
September 11.85 5.78 9.43 4.10 5.12 4.88 
October •• 12.04 5.03 9.89 4.84 5.01 5.39 
November 11.97 8.52 8.33 4.38 5.48 5.95 
December 12.98 8.31 7.81' 3.55 5.32 5.73 

Average 17.18 9.02 8.72 5.20 4.08 6.04 
1 International SUgar Agreement, monthlV average 
price• (f.o.b •• CartiMan port1, bulk ba1l1) calculated 
In accordance with art. 81 of the 19n agreement. 

Source: Complled from data reported by the United 
Natlonl Conference on Trade and Development. 

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 demand last. The free· 
market world price often soars as a result. Simi· 
larly, wher:i there are bumper harvests, the free 
market becomes a distress market and prices 
plummet. Furthermore, since sugarcane is a per· 
ennial crop that requires about 20 months from 
planting to reach full production (which then is 
continued for several years), the price swings are 
usually extended (especially those on the down 
side). Table 3-3 presents the world market prices 
for 1981-86. 

After more than a year of talks, efforts to 
renegotiate the ISA in 1986 failed to produce a 
new agreement. The 1984 ISA was extended for 
1 year to allow parties more time to negotiate a 
new accord. The main issue under consideration 
in the negotiations involves proposals to broaden 
the ISA from a purely administrative organization 
to include some price stabilization mechanism. 
The four major sugar exponers-Brazil, Cuba, 
Australia, and the European Community 
(EC)-were unable to agree on market shares for 
each exponer under a new agreement. 

The ISA may be renewed on a yearly basis 
indefinitely. Funher talks are planned for 1987. 
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Wheat 

The International Wheat Agreement (IW A), 
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 by exporters and richer import
ers to needy developing countries, and informa
tion collection. The various functions of the IW A 
are administered by the International Wheat 
Council, the only commodity organization in 
which the United States has had membership as 
an exporting nation. t 

The original agreement for the IW A, negoti
ated in 1971, was extended eight times; the last 
extension expired June 30, 1986. A new IWA 
was negotiated in 1986, with signatures affixed in 
June 1986. The renegotiated IWA expires June 
30, 1989. By continuing the functions and organ
izational structure of the old agreement, the new 
IW A expands the scope of research and reporting 
to include information on other grains. The pre
sent IW A also increases pledges under the Food 
Aid Convention. Like the predecessor agree
ment, the renewed IWA has no power to inter
vene in the market to regulate prices. The 
principal difference between the old IW A and the 
new accord is that the new arrangement now 
downplays the language of the preceding IWA's 
concerning eventual price intervention. 

In marketing year 1986/87,2 world consump
tion of wheat rose to 517. 3 million metric tons 
(mmt), from 487.5 mmt the previous year. Total 
world production in 1986/87 was 529.2 mmt, up 
from 499.0 mmt the previous year. During the 
same period, world wheat exports rose slightly 
from 84.9 mmt to 88.3 mmt. The world wheat 
market has been characterized by production ex
ceeding consumption for the past several years. 
Global stocks in the beginning of the marketing 
year 1986/87 were 137.1 mmt. Ending stocks are 
projected by the USDA to reach 149 million tons. 

U.S. exports of wheat in marketing year 
1986/87 increased by 12 percent over those in 
the previous period, rising from 24.9 mmt to an 
estimated 28 million tons, according to the 
USDA. Record foreign wheat production and the 
largest Soviet wheat crop since 1978/79 are con
straining the growth of the world wheat trade. In 
the immediate future, world wheat trade is ex
pected ~~ rema.in comparatively low and strongly 

. . compe~uve, with exponable surpluses in many 
countries that are not traditional exponers. 

' For further details about the IWA, see the Op1ration of 
the Trade A1,,1m1nts Pro1ram, JJrd Rtport, 1981, 
USITC Publication 1308, pp. 89·90. 
1 July 1986 to June 1987, using USDA projections as 
published In World Grain Situation and Outlook, 
FG-3-87, Forelp Aarfcultural Service, Apr. 1987. 

3-12 

Expon prices for U.S. wheat 3 have declined over 
the past several years, from an average high of 
S176 dollars per metric ton in 1980 down to S 123 
per metric ton in 1986. In January 1987 the 
price was $108 per metric ton. 

The USDA projects that imports of wheat by 
the U.S.S.R. will decline from 15.7 mmt in 
1985/86 to 12 mmt in 1986/87 because of record 
Soviet harvests. 4 Over the same period, wheat 
imports by the People's Republic of China are 
projected to decline from 6.6 mmt to 6.S mmt. 
Between 1985/86 and 1986/87 wheat exports by 
the EC declined slightly from 15.5 mmt to 15.0 
million tons, and imports remained unchanged at 
2.6 million tons. 

Global wheat feeding (the use of wheat as 
animal feed) has increased in recent years be
cause of the large increases in supplies of feed
quality wheat available at low prices. Many 
foreign wheat exponers have vast surpluses of 
wheat available for export. Canada, Australia, 
and the EC have large surpluses of feed wheat. 
Feeding for 1986/87 is projected by the USDA at 
over 94.0 mmt, up from 89.5 mmt in 1985/86. 

Cocoa 
Agreement on the 1986 International Cocoa 

Agreement (ICCA)5 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.' 

In January 1987, the 1986 ICCA went into 
effect as the requisite number of cocoa producing 
and consuming member countries provisonally 
ratified the accord.7 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. 

I No. 2 bard winter wheat, ordinary protein, r.o.b. Gulf 
ports. 
'For a discussion of the status of the U.S.·Sovlet araln 
supply aareement, see the separate section In this 
chapter. 
•The two C's In the Initials for the International Cocoa 
Aareement (ICCA) are used to distinguish it from the 
International Coffee Agreement (ICA). 
•U.S. Department of State, "International Commodity 
Aareements," GIST, Aug. 1985. 
1 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. 



The basic mechanism of the 1986 JCCA 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 buffer stock is 
unable to maintain prices within the designated 
range. The buffer stock is to be financed by a 
2~ent per pound levy on member expons and on 
member impons from nonmembers. The 1986 
ICCA provides for semiautomatic adjustment 
mechanisms and price reviews. 

Prices in the new ICCA are to be based on 
Special Drawing Rights (SDR's) to moderate cur
rency fluctuations.1 The price ranges of the 1986 
ICCA are as follows: 

Approx. 
SDR'slton cents/lb. 

Upper Intervention price 
(must 1111) ............... 2,270 121 

May sea price ............. 2,215 118 
Median price .............. 1,935 103 
May buy price .. .. .. • .. . .. .. 1, 655 88 
Lower Intervention price 

(must buy) .. .. .. • .. .. • .. 1,600 85 

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. 

Cocoa prices under the agreement are deter
mined by reference to a daily price and an indica
~or price exp,ressed in SDR's per ton. The. daily 
price is the daily average quote for cocoa beans of 
the nearest three 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 th' 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 S 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 buffer 
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. 

' For 1986, the averaae SOR exchange rate was 0.85 
SDR/U.S. dollu. 

11n 

The Sixth International Tin Agreement 
(ITA) currently operates on a provisional basis.2 
The IT A covers a S-year period that began in July 
1982 and may be extended for an additional 2 
years under the present terms. The United 
States, the world's largest tin-consuming nation, 
was a member of the Fifth ITA, but has not 
joined the Sixth ITA. The International Tin 
Council (ITC) administers the agreement. 

For all practical purposes, the Sixth ITA 
ceased to exist in 1986 as a result of the ITC an
nouncement on October 24, 1985, that it could 
no longer support tin prices at the IT A floor level 
of $5.65 per pound. As a result, tin trading on 
the London Metal Exchange (LME) and on the 
Kuala Lumpur Tin Market (KL TM) was sus
pended and tin prices on secondary markets 
plummeted below the ITA floor level. Both the 
Sixth ITA and the ITC expired in June 1987, and 
there are no plans at present to renew the ITC, or 
to begin negotiations for a Seventh. ITA given the 
current crises in the tin market. 

Effons to stabilize tin prices were attempted 
in January 1986 when a proposal was made to 
establish a new company (TinCo) to assume the 
ITC's 85,000 metric ton inventory and to resell 
the tin over a period of years in order not to dis
rupt the market. Under the proposal, TinCo 
would attempt to stabilize prices at approximately 
$4. 75 per pound and sales could be suspended if 
prices fell below this level. The TinCo proposal 
collapsed in early March when the EC insisted 
that TinCo sell the ITC's entire inventory over a 
3-year period. Many producers felt that such a 
move would force TinCo . to dump immediately 
more than 28,000 metric tons of excess tin into 
an already over-supplied market. TinCo was also 
doomed by the unwillingness of some ITC pro
ducers to agree to additional export restrictions 
unless larger non·ITC producers, such as Brazil. 
and China, also agreed to limit expons. 

With the collapse of the TinCo proposal, the 
LME decided to suspend tin trading permanently 
and to establish a fixed settlement price of ap
proximately $4.30 per pound to be paid by LME 
member firms for the 45,000 metric tons of tin 
he,/!. llS collateral by the 16 LME creditor banks. 
Th~ rinCo collapse also triggered a further break 
in tin prices. that fell to 10-year lows as creditor 
banks began to unload some of their tin. The 
U.S. spot tin price fell to $2.40 per pound in 
March compared with a price of $4.60 per pound 
before the TinCo collapse. Also contributing to 
the downward spiral in tin prices was the failure 
of ITC producers to renew export quotas, that ex
pired on March 31, 1986. 

z The Sixth IT A has been operating on a provisional 
basis because it Is ratified by only a 65 percent majority 
of tin-consuming nations. 
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The collapse of the TinCo proposal prepared 
the way for a number of lawsuits brought by 
banks holding tin contracts against the ITC and 
its 22 member countries. In December 1986, 
four ITC-creditor banks filed a suit against ITC 
member countries, arguing that the ITC had been 
negligent and had misrepresented the ITC's fi
nancial problems, leading the banks to view the 
ITC as a credit-worthy client. Member countries 
of the ITC have, thus far, refused any individual 
responsibility for ITC debts and have insisted that 
even if the ITC is forced into liquidation, the in
dividual member's liability is limited only to the 
money already contributed to the council. 

Tin prices remained weak through the sum
mer of 1986 as creditor banks continued to un- · 
load tin in the face of weak consumer demand. 
At the same time, cert.ain leading tin-producing 
nations continued to maintain high production 
levels rather than take the politically risky step of 
idling capacity and raising unemployment. Indo
nesia, the third largest tin-producing nation, 
raised its tin production by 5,000 metri~ tons in 
1986 to 27,000 metric tons; Bolivia and the 
United Kingdom maintained high production lev
els despite falling prices. 

During the final quarter of 1986, tin prices 
rose above their summer lows. By the end of the 
year, spot tin prices in the U.S. market had risen 
to $2.96 per pound. Most industry analysts at
tributed the rise to more selective selling by ITC 
creditor banks and to renewed buying by Euro
pean steel producers taking advantage of low 
prices. 

· Tin trading on the KL TM resumed in Febru
ary 1986 after a 3-month suspension. However, 
volume on the exchange was light throughout the 
year as traders preferred to trade on the secon
dary markets. The light volume on the KL TM 
stemmed partly from efforts by Malaysia to keep 
prices on the KL TM above world price levels by 
refusing to trade non-Malaysian tin. Malaysia felt 
that the trading of such tin would further depress 
the price Malaysia received for tin. However, di
minishing volume throughout the year finally 
forced Malaysia to add Indonesian and Thai tin 
to the exchange in January 1987. Although the 
KL TM was considered to be a major market for 
tin before October 1985, it was not considered to 
be a representative market in 1986 because of 
above average prices and infrequent trading. 

Declining tin prices through most of 1986 
prompted the Association of Tin Producing 
Countries (A TPC), a group of tin producers that 
formed in September 1983 to obtain higher prices 

. for tin, to attempt to bolster prices. 1 The A TPC 
sought to persuade Brazil to join the organization, 

' The ATPC consists of Malaysia, Indonesia, 
Thailand, Australia, Bolivia, Zaire, and Nigeria, 
and acts independently of the ITC. The ATPC 
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or to agree to export quotas. Brazil produced ap· 
proximately 28,000 metric tons of tin in 1986, or 
21 percent of total world primary tin mine pro· 
duction, compared with 4 percent of such pro• 
duction in 1980. Industry experts believe that 
Brazil, the world's lowest cost producer, could 
soon overtake Malaysia, whose production fell by 
approximately 10,000 metric tons to 30,000 met
ric tons in 1986, as the world's leading tin pro· 
ducer and that further efforts to support tin prices 
are doomed to fail while Brazil continues unre· 
stricted production. At the September meeting of 
the A TPC, Brazil declined to join or to commit 
itself to any quotas. Brazilian producers rejected 
the ATPC overtures, fearing that any price sup· 
port plan or quota would penalize Brazilian min
ers. As a result of its failure to restrict Brazil's tin 
production, the ATPC had virtually no effect on 
tin prices in 1986. 

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 comµiunity in 1986 as such 
sales can contribute to price declines. By yearend 
1986, GSA had disposed of 5,490 metric tons of 
tin.2 The Memorandum of Understanding 
(MOU), a nonbinding agreement between the 
United States and the tin-producing members of 
the Association of Southeast Asian Nations 
(ASEAN) that informally limits GSA tin disposals 
in order not to depress tin prices, was extended 
into 1987. The ASEAN has long urged the GSA 
to abide by the 3,000 metric ton per annum infor-· 
mal sales limit established by the MOU. How
ever, the GSA has insisted that the terms of the 
MOU allow sales above the 3,000 metric ton limit 
if the United States consults with the ASEAN 
prior to such sales. Following a December meet
ing with ASEAN tin-producing members, the 
U.S. Government committed itself to an informal 
tin sales ceiling of 5,000 metric tons for 1987. 

Natural Rubber 
Developing countries account for the prepon

derance of the world's production and exports of 
natural rubber. The significance of natural rub
ber in international trade between developed and 
developing countries led UNCT AD to convene a 
negotiating conference in 1976 for the purpose of 
formulating an international agreement on natural 
rubber and several other commodities. The re
sulting agreement on rubber is called the Intema· 
tional Natural Rubber Agreement (INRA), the 
first commodity agreement concluded under 
UNCTAD's Integrated Program for Commodi
ties.3 

' Continued. was formed by producers which felt that 
tin prices established by the ITC were too low. 
2 The entire U.S. strategic tin stockpile as of Dec. 31, 
1986, equaled 180,889 metric tons. 
3 For more details about the INRA and Its operations, 
see Operation of the Trade Agreements Program, 33rd 
Report, 1981, USITC Publication 1308, pp. 91·94. 
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INRA was finalized and signed on October 6, 
1979, and came into force provisionally on Octo
ber 23, 1980. The purpose of INRA is to stabi
lize world natural rubber prices without disrupting 
long-term market trends and to ensure an ade
quate supply of natural rubber. The United 
States joined INRA in May 1981. The current 
agreement expired in 1985, but was extended for 
a 2-year period, through October 23, 1987, by 
the International Natural Rubber Organization 
(INRO), which administers the provisions and su
pervises the operation of the agreement. 

Negotiations to renew the INRA commenced 
in 1985, but producing and consuming countries 
could not reach agreement on the buffer stock 
price range. Producers insisted that the new pact 
stabilize prices at higher levels to cover produc
tion costs, whereas consumers called for a mar
ket-determined, or lower, price range. In 
October 1986, negotiations continued in Geneva 
but the talks ended in deadlock without agree
ment to extend the INRO arrangements beyond 
October 1987. However, on March 20, 1987, 
producing and consuming member countries 
reached a new accord on natural rubber (INRA 
II) and decided to allow the current INRO ar
rangements to lapse after October 1987. INRA II 
allows the intervention prices to move automati
cally with changes in world rubber market prices. 
In addition, the agreement prohibits borrowing of 
funds by the buffer stock manager, and provides 
for more frequent formal reviews of price levels 
by consumer nations than did the previous INRO 
(every 15 months instead of every 18 months). 

The buffer stock established in the INRA 
provides the sole mechanism for market interven
tion to stabilize prices. During recent months, 
INRO, which manages the buffer stock, has not 
intervened in the market to stabilize natural rub
ber prices. 1 According to one source, the price 
of natural rubber has been maintained above the 
"may buy" level of 36.4 to 38.5 U.S. cents per 
pound and, therefore, no intervention has been 
required by INR0.2 It is further presumed that 
because of the past deadlock in the renegotiation 
of the INRA, the buffer stock manager of the 
INRO felt it prudent to stay out of the market 
until the outcome of negotiations was known.3 

Worldwide consumption of natural rubber 
reached 4.365 million metric tons in 1986, repre
senting a 0.2-percent increase over the 4.355 mil
lion metric tons consumed in 1985. Worldwide 
production of natural rubber in 1986 is estimated 

1 For more details on operation of the buffer stock 
arrangement, see Operation of tht Tradt Agrttmtnts 
Pro&ram, 37th Rtport, 1985, USITC Publication 1871, 
pp. 104-105. 
a For a detailed explanation of "may-buy" and similar 
terms, see Optration o/ tht Tradt Agrttmtnts Program, 
33rd Rtport, 1981, USITC Publication 1308, pp. 9~-94. 
:a The Economist Intelligence Unit, Rubbtr Trtnds, 
London, England, No. 112, Dec. 1986, p. 10. 

to be 4.405 million metric tons, representing an 
increase of 1.5 percent over the 1985 production 
level of 4.340 million metric tons.4 The small rise 
in production has been less than anticipated. 
However, production rose faster than demand. 
As a result, natural rubber stocks increased in 
1986 by approximately 40,000 metric tons. The 
total world stock of natural rubber reached 1.625 
million metric tons in June of 1986, the last 
month for which data are available.s 

Jute 
The International Jute Agreement (IJA)8 

completed its third full year of operation in 1986 
after beginning provisionally in January 1984. Its 
main objectives are to enhance the competitive
ness of jute and jute products and to maintain 
and increase existing markets as well as to de
velop new markets. This is to be accomplished 
primarily by research and development (R&D) 
projects, market promotion, and cost reduction. 
However, unlike most intergovernmental com
modity agreements, the IJA does not include pro
visions for· buffer stocks, price stabilization 
measures, or expon quotas. 

The International Jute Organization (IJO), 
which administers the IJA with the assistance of 
the International Jute Council (IJC), conducted 
the fifth session of the IJA in Dacca, Bangladesh, 
during March 12-15, 1986. Discussions were 
held on the European jute marketing project as 
well as possible operation of an internation~l 
buffer stock program. The European jute mar
keting project involves the promotion of jute and 
jute products primarily in the Western European 
market and will consist mostly of advenising 
campaigns and participation in trade shows. 

The sixth session of the IJA was held in 
Dacca, Bangladesh, during October 6-10, 1986. 
In addition to administrative and budgetry mat
ters, further discussions were held on the Euro
pean jute marketing project, plus new discussions 
on the R&D project for improvement of jute 
seeds and pesticides and the U.S. jute marketing 
project. 

World production of jute fiber increased 
sharply during crop year 1985/86. This rise re
flects a combination of two factors-favorable 
weather conditions in major supplier countries 
and increased harvests from increased acreage al
located to jute production (in response to opti· 
mistic expon expectations when jute prices 
peaked in 1984). World production, after aver
aging 4.0 million metric tons during 1982-86, in
creased to 6 .1 million metric tons during the 
1985/86 crop year. However, it is expected to 

4 Ibid., p. 17. 
5 Ibid., p. 9. 
• The IJA membership consist of four producing/export
ing countries, which include Bangladesh, India, Nepal, 
and Thailand, and 24 importing countries, which include 
the United States, EC members, and other developing 
countries. 
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decrease to 3. 7 million metric tons in crop year 
1986/87.1 India, the largest producer, provided 
36 percent (2.2 million metric tons) of the total 
world jute output of 6.1 million metric tons in 
crop year 1985/86. China and Bangladesh were 
the second and third largest producers, account
ing for 28 and 26 percent, respectively, of the 
world output. 

World expons of jute fiber in crop year 
1985/86 increased from that in the previous crop 
year, amounting to 519,700 metric tons, or 14 
percent more than the 1982-86 annual average of 
455,650 metric tons. Developing countries ac
counted for vinually all exports. Bangladesh, the 
largest exponer, accounted for 80 percent 
(414,200 metric tons) of the total in crop year 
1985/86, up from 74 percent in 1984/85. The 
demand for jute by overseas consumers increased 
after a bumper crop season in 1985. Because of 
the large stock of jute available, manufacturers of 
jute goods were confident that they woulcl be able 
to purchase all the jute needed without a disrup
tion in supply. 

World exports of jute products (including 
yam, sacking, bags, carpetbacking, and fabrics) 
amounted to 1.1 million metric tons in crop year 
1985/86, slightly less than the 1981-85 and 
1978-81 averages of 1.2 million metric tons and 
slightly more-13,000 metric tons-than the previ
ous year. As with jute fiber, developing countries 
also represented the largest share of total world 
exports of jute products, accounting for 87 per
cent of the total in crop year 1985/86. Bangla
desh, the largest exponer of jute products, 
provided 45 percent, with India, the second ma
jor exporter, providing 24 percent of the total in 
crop year 1985/86. The small increase in exports 
during crop year 1985/86 was due to a small in
crease in demand by consumers of jute goods. 
The increased demand was a result of export 
prices of jute goods declining because of falling 
jute fiber prices. 

World imports of jute fiber were estimated at 
515,000 metric tons in calendar year 1986. This 
amount was 52 percent more than that of the pre
vious year and 6 percent more than the average 
annual imports of 487,350 metric tons in 
1981-85. Developing countries accounted for 65 
percent of such imports in 1985. Pakistan ac
counted for the largest share (39 percent) of de
veloping country imports, with China and 
Indonesia accounting for 12 percent and 7 per
cent, respectively. The United Kingdom, the 
largest developed country imponer, received 
about 11 percent of the developed countries' im
ports, and the United States accounted for about 
10 percent. 

' Food and Agriculture Organization of the United 
Natlom, Jut•, K•naf and Alll•d Fibres, Dec. 1986, 
p. 19. 
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World imports of jute produc:u declined 
slightly in calendar year 19852 from those in the 
previous year, amounting to approximately 1.1 
million metric tons. However, imports in 1985 
were 5 percent less than the average annual level 
of 1.2 million metric tons in 1982-85. The devel
oped countries accounted for 60 percent of total 
imports in 1985. The Soviet Union was the larg
est single imponer of jute produc:u in 1985, ac
counting for 14 percent of total world imports and 
23 percent of total developed countries' imports. 
The United States, the second largest importer of 
jute products, accounted for 12 percent of total 
world imports and 20 percent of total developed 
countries' imports. Iran was the largest imponer 
of jute products among the developing countries 
in 1985 and was responsible for S percent of total 
world imports and 12 percent of total developing 
countries' imports. 

The competitive position of jute versus syn
thetics (primarily polypropylene) is an important 
concern of UO members. The demand for jute, 
traditionally less expensive than synthetics, is 
based mostly on price and also on its availability 
in sufficient quantities. The availability of jute 
corresponds largely with the size of the crop 
planted each season and weather conditions, 
which affect the amount of jute harvested. Syn
thetics, which are derivatives of oil, are affected 
largely by prices of crude oil, feedstocks, and 
base chemicals. The rise or fall in prices of crude 
oil can result in synthetics becoming more or less 
competitive with jute. Table 3-4 compares recent 
polypropylene and jute fiber prices. 

Table 3-4 
Prlce1 of polypropylene and Jute fiber by 
quarter•, 1115-81 

(Per ton) 

Jute' 

Period Polypropylene TyptJ 1 

1985: 
111 quarter •. $734 $842 
2d quarter .. 738 758 
3d quarter .• 738 408 
4th quarter •. 738 323 
1986: 
11t quarter .. 742 310 
2d quarter .. 712 .. , 

Type 2 

$857 
783 
440 
373 

343 
328 

' R•prHentatlv• export prlce1 from Bangladesh. 
1 Not avallable. 

Source: CompRed from data reported by th• Food 
and Agriculture Organization of the United Nations. 

The decline in jute prices was the result of a 
large bumper crop of jute in the 1985/86 season, 
which provided an excessive amount of jute for 
the export market. This was a reversal from 
the small 1984/85 crop year, when there was a 

• Data for 1986 are not yet available. 
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shonaae of jute. In early 1985, jute prices 
peaked, but bepn to drop rapidly about midyear, 
when the larae size of the 1985/86 crop season 
became apparent. This price reduction returned 
the price of jute to the level that prevailed during 
the early 1980's. As a result, jute prices fell to 
less than one half of polypropylene prices, which 
greatly strengthened jute's competitive position. 

The cost of jute fiber is equivalent to ap
proximately one-half of the total price of a fin
ished jute product. Therefore, price fluctuations 
of jute fiber can result in a change in the demand 
for jute goods. As shown in table 3-5, jute car
petbacking began to decline in price in the sec
ond quaner of 1985 and regained its price 
competitiveness with polypropylene in the third 
quaner of 1985. Jute carpetbacking prices fol
lowed a downward trend during this period except 
for a small increase in the founh quaner of 1986. 

Table 3-5 
PrlcH of Jute and polypropylene carpetbacklng 
by quarter•, 1185-11 

(In cent• per linear yard) 

Type 1 Type 2 

16XB sheet 16X6 sheet 
6 oz Poly- 5.5 oz Poty-

Period Jute propylene Jute propylene 

1985: 

1 It quarter • • 106 88 98 80 
2nd quarter •• 90 88 80 80 
3rd quarter •• 71 84 88 78 
4th quarter •• 71 84 88 78 
1986: 

1 It quarter •• 72 81 84 73 
2nd quarter •• 74 78 84 70 
3rd quarter •• 72 78 84 70 
4th quarter •• 73.5 80.5 85.5 72.5 

Source: Cornplled from data reported by the Food 
and Agrtculture Organization of the United Nation•. 

Tropical 11mber 

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 
work and negotiations carried out under the aegis 
of UNCT AD and the Food and Agriculture Or
ganization (FAO). For the ITTA to enter into 
force, the appropriate instruments (of ratification, 
acceptance, provisional application, etc.) had to 
be deposited by March 31, 1985, by a minimum 
of 10 countries, accounting for at least 500 of the 
1, 000 votes assigned to producing countries and a 
minimum of 14 consuming countries, represent
ing at least 650 of the 1,000 votes allocated to 
consuming countries. Entry into force of the 
ITTA, which was adopted in November 1983, 

was in doubt until the last moment when the nec
essary minimum number of countries was 
reached. By December 31, 1985, the number of 
producing and consuming countries that had de
posited appropriate instruments had grown sub
stantially. Sixteen producing countries with 1,000 
votes and 20 consuming nations with 1,000 votes 
had taken the necessary action to join the ITf A 
by the end of 1985. By December 31, 1986, the 
number of producing countries having joined had 
risen to 18 (with the addition of India and 
Trinidad and Tobago) and the number of con
suming countries had risen to 23 with the addition 
of Austria, Canada, and China. The total num
ber of votes allocated to each member country 
was revised by the International Tropical Timber 
Council in July 1986 to reflect the new member
ship.1 

Under terms of the ITTA, the Secretary 
General of the United Nations convened the first 
session of the Council 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 ses
sion included the selection of Yokahama, Japan, 
as the permanent Council headquaners site and 
the appointment of the Malaysian representative 
as the Council Executive Director. 

The ITf A is the third commodity agreement 
to be negotiated under the framework of UN
CTAD1s Integrated Program for Commodities. 
Its objectives are to provide an effective frame
work for cooperation and consultation between 
tropical timber-producing and timber-consuming 
countries with a view to promoting the expansion 
and diversification of international trade in tropi
cal timber and improving structural conditions in 
the tropical timber market. To these ends, the 
ITT A seeks to promote R&D aimed at improving 
forest management and wood utilization; to im
prove market intelligence: to encourage increased 
and funher processing of tropical timber in mem
ber producing countries; to encourage reforesta
tion and forest management activities; to improve 
marketing and distribution of tropical timber 
exports of producing members; and to encourage 
national policies aimed at sustainable utilization 
and conservation of tropical forests and 
their genetic resources and at maintaining the 

' The 18 producing nations that bad joined by Dec. 31, 
1986, in order or magnitude or their votes were Brazil 
(191), Malaysia (166), Indonesia (122), the Philippines 
(52), Peru (45), India (42), Bolivia (38), Papua New 
Oulnea (34), Ivory Coast (35), Cameroon (35), Gabon 
(35), Congo (35), Ghana (34), Liberia (34), Ecuador 
(29), Thailand (25), Honduras (26), and Trinidad and. 
Tobago (22). The 23 consuming countries were Japan, 
which alone has 371 votes, the United States (87), 
Korea (73), France (61), the United Kingdom (56), 
West Germany (47), Italy (43), the Netherlands (38), 
China (28), Spain (25), Belgium/Luxembourg 
(21-however, they may vote independently), Egypt 
(1!1), U.S.S.R. (17), Canada (16), Greece (14), 
Ireland (14), Denmark (13), Norway (12), Austria 
(12), Switzerland (12), Sweden (11), and Finland (10). 
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ecological balance in the regions concerned. It is 
en.visaaed that projects in these areas will be fi
nanced from the Second Account of the Com
mon Fund for Commodities when it becomes 
operational, from regional and international fi
nancial institutions and from voluntary contribu
tions. 

For the purpose of the l'IT A, "tropical tim
ber• is defined as nonconiferous tropical wood 
for industrial uses, which grows or is produced in 
the countries situated between the Tropic of Can
cer and the Tropic of Capricorn. The term cov
ers logs, sawn wood, veneer, and plywood. 

The objectives of the rrr A reflect a recogni
tion by the governments concerned that tropical 
timber is a commodity unlike all others. Har
vested from mostly virgin forests, it is a product of 
highly fragile ecosystems and is renewable, under 
cenain conditions, only over a long timespan. 
Broadleaved hardwood forests need at least 30 to 
SO years, and, in many cases up to 100 years, to 
produce harvestable logs, making management of 
this resource very different from that of agricul
tural resources. Another unique feature of this 
commodity is that tropical forests not only yield 
valuable timber for export but also play an impor
tant role in the protection of the planetary envi
ronment and serve as a support system for the 
people who live in or near these forests. For 
these reasons, the l'IT A seeks to ensure that the 
economic use of tropical timber is kept in balance 
with conservation of the resource and with envi
ronmental needs. It is the oniy international 
commodity agreement to include such objectives. 

OTHER TRADE AGREEMENTS 
ACTIVITIF-8 

The Bilateral Investment 
Treaty Program 

The U.S. Bilateral Investment Treaty (BIT) 
program was launched in late 1981 for the pur
pose of encouraging U.S. direct investment 
abroad.1 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. When some of the risks and restrictions 
associated with overseas investment, particularly 
those in developing countries, are thus elimi
nated, U.S. international investment flows should 
increase. 

The U.S. Government negotiates BIT's using 
a prototype treaty that has the following four main 
objectives: (1) national and MFN treatment, (2) 
freedom to transfer profits and other funds across 

' For a complete discussion of the BIT program, see the 
Op1ration of ti•• Trad• A&reem•nts Pro1ram, JStll 
R•port, 1983, USITC Publication 1535, pp. 36-43. 
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borders, (3) prompt and fair cqmpensation in 
theevent of expropriation, and ( 4) procedures for 
dispute settlement. The first treaty model was re
leased in January 1982. The current model, 
which is a streamlined version of the original and 
should facilitate the negotiating process, dates 
from February 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: Mo
rocco, Turkey, Panama, Egypt, Senegal, Haiti, 
Zaire, Cameroon, Bangladesh, and Grenada. 
Negotiations are currently underway with China, 
Malaysia, Indonesia, Liberia, Ivory Coast, Sri 
Lanka, Burundi, Honduras, Somalia, Uruguay, 
Gabon, and Costa Rica. 

U.S.-Israel Free-Trade Area 
Agreement 

The U.S.-lsrael Free-Trade Area Agree
ment,2 the first such free-trade agreement (FT A) 
by the United States, became effective on Sep
tember 1, 1985, with the first of a series of tariff 
reductions and eliminations.3 Over a 10-year pe
riod, the agreement will eliminate tariffs on all 
trade between the two countries. The FT A cov
ers not only manufactured goods and agricultural 
products, but also areas that are not incorporated 
into the GA TT, such as trade in services, intellec
tual property rights, and trade-related perform
ance requirements.• For a list of the leading 
articles of trade between the United States and 
Israel, see tables B-3 and B-4. 

The phasing out of customs duties on four 
categories of products will be accomplished by 
January 1, 1995. Each of the categories will fol
low a different staging pattern based on its sensi· 
tivity to imports. Duties on the most import
sensitive products, which fall into category 4, will 
remain unchanged until January 1, 1990. On 
September 1, 1985, duties on products in the first 
and least sensitive category were completely elimi· 
nated, and duties on products falling in categories 
two and three were reduced. 

The first full year of operation of the FT A 
was during 1986. In terms of total dollar value of 
trade, the effect of the FTA on U.S. exports to 

a An FT A is an agreement in which participatins 
countries remove substantially all trade barriers with 
respect to each other. Under art. XXIV of the OATT, 
signatories may establish an FT A if the agreement 
eliminates duties and other trade restrictions on "sub· 
stantially all trade" and does so In a "reasonable" lensth 
of time. An FTA deviates only from the OATT MFN 
"obllsatlons but not from the other provisions of the 
asreement. 
3 for a complete discussion of the U.S.-lsrael Free
Trade Area Asreement, see the Optration of tht Tradt 
A1rum1nts Pro1ram, J6tll Rtport, 1984, USITC Publi
cation 1725, pp. 26-33. 
• The United States has retained its rishts under the 
MFA to restrain disruptive Imports of textiles and 
apparel from Israel. 



Israel has been minimal. Since the inception of 
the FT A, however, the bilateral ttade balance has 
turned in favor of Israel. In 1986, Israel ex
ported $2.41 billion dollars worth of goods to the 
United States, representing a boost of 14 percent 
over that in 1985. U.S. exports to Israel in 1986 
stood at St.75 billion, slightly below the 1985 
level of S 1. 81 billion. 

One of the apparent effects of the FT A has 
been the sharp rise in Israeli textile and apparel 
exports, to the United States. According to offi
cial U.S. statistics, textile imports (SITC 65) rose 
from $5.7 million in 1985 to $18.4 million in 
1986, the first full year of operation for the agree· 
ment. Apparel (SITC 84) imports from Israel 
under the FTA rose from $9.2 million in 1985 to 
$52.1 million in 1986.2 

Before the FT A was established, 9 5 percent 
of U.S. imports from Israel entered the United 
States free of duty under the GSP. U.S. exports 
to Israel, however, were at a disadvantage com· 
pared with EC exports to Israel, which enter un· 
der a preferential agreement between Israel and 
the EC. 

U .S.-Soviet Grain Supply Agreement 

Under the current U .S.-Soviet grain supply 
agreement, the Soviet Union is committed to im
port from the United States at least 4 million met· 
ric tons (mmt) of wheat and the same amount of 
com during each agreement year from October 1, 
1983, through September 30, 1988. The agree
ment specifies 9 mmt as the minimum Soviet pur· 
chase obligation, allowing for the substitution of 1 
ton of soybeans for 2 tons of wheat or com over 
the combined 8 mmt minimum purchase obliga
tion for wheat and com. 

At 153,000 metric tons, Soviet purchases of 
U.S. wheat during the third year (October 
1985-September 1986) covered by the long-term 
agreement (LTA) were far below the required 
minimum of 4 mmt. During the agreement year, 
the Soviet Union also bought 6.8 mmt of U.S. 
com, which exceeded its minimum purchase 
commitment of 4 mmt, and 1.5 mmt of soybeans. 
Soviet purchases of U.S. grain for the agreement 
year totaled 8.5 mmt, short of the LTA's overall 
minimum requirement of 9 mmt. 

This was the second consecutive year in 
which the Soviet Union did not meet the mini· 

1 Textile and apparel trade data discussed In this section 
are in terms of the Slandard International Trade Classifi
cation (SITC) system of lhe Uniled Nations, which the 
organization uses to publish International trade data. 
Textiles are classified under SITC 65 (Textile yam, 
fabrics, made-up articles, not elsewhere specified, and 
related products) and apparel, Is under SITC 84 (articles 
of apparel and clothing accessories). 
a Trade data compiled from official statistics of the U.S. 
Department of Commerce. 

mum requirement for wheat purchases.3 The So
viet wheat purchases were made early in the 
agreement year, and the Soviet Union did not 
purchase any wheat on U.S. markets after No
vember 1985. As they had during the previous. 
agreement year, Soviet officials argued that U .s. 
wheat prices were higher than world prices.• In 
addition, they continued to maintain that the 
grain agreement requires sales to be made at 
world prices rather than U.S. prices. U.S. offi
cials reject this interpretation of the agreement, 
holding that the agreement requires sales at U.S. 
prices. On August 1, 1986, the administration 
announced that sales of wheat to the Soviet Un· 
ion would be eligible for discounts under the Ex· 
port Enhancement Program. The discount, 
which was in effect until the end of the agreement 
year, was originally set at S 13 per ton and was 
later raised to $15 per ton. Despite the discount, 
the Soviet Union did not purchase any additional 
wheat. 

Soviet officials subsequently maintained that 
the Soviet Union had met its commitments under 
the agreement. During the press conference held 
at the end of the u.s.-u.s.s.R. Joint Commercial 
Commission (JCC) meeting in December, Soviet 
Foreign Trade Minister Aristov told reporters that 
U .s. wheat prices were higher than world prices 
despite the discount and argued that the Soviet 
Union made up for the shortfall in wheat pur· 
chases during the third agreement year by pur· 
chasing more com, soybeans, and other 
agricultural commodities than required.& Com·. 
merce Secretary Baldrige disagreed, stating that 
the agreement refers to U.S., not world, prices; 
that U.S. wheat is competitive internationally; 
and that there is no provision for the substitution 
of grains. Secretary of Agriculture Richard E. 
Lyng, who also met with Aristov when the Soviet 
official was in Washington to attend the JCC 
meeting, reponedly told farm-state editors that 
the Foreign Trade Minister had "virtually dis
avowed that agreement by saying that they-in to
tal over the years-had purchased more than the 
minimum agreement. "8 

~ Durtna the previous agreement year (October 
1984-seytember 1985), the Soviet Union purchased 2.9 
MMT o wheat and 15.8 MMT of com from the United 
States. For additional information on Soviet purchases 
of U.S. grain durina the second agreement year, see 
4Sth Quart1rly R1port to th1 Con1r1ss and th• Trad1 
Policy Commltt11 on Trad1 B1tw11n th1 Unit1d Stat1s 
and thl Nonmark.1t Economy Countrl1s Durln1 1985, 
USITC Publication 1827, March 1986, pp. 44-46, 
(hereafter referred to as the 4Sth Quart1rly R1-
port . .. ). 
4 47th Quart1rly R1port ... , USITC Publication 1893, 
Sept. 1986, p. 36. 
1 /nt1rnatlonal Tradt Rtport1r, Dec. 10, 1986, 
p. 1482. 
1 Washln1ton Post, Jan. 16, 1987, p. 26. At that time, 
the Soviets had made no purchasing commitments for the 
fourth aareement year (October 1986-Seplember 1987). 
In late February, however, a senior Soviet official 
announced that the Soviet Union had contracted to buy 
1 mmt of U.S. com. 
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The shortfall in Soviet purchases of U.S. 
wheat during the third year of the agreement is 
aenerally auributed to reduced demand for grain 
and sharp competition for sales on putted grain 
markeas. 1 Soviet imports of grain from all sources 
fell sharply from 55.5 mmt during July 1984-June 
1985 to 29.5 during July 1985-June 1986. The 
reduction in Soviet demand for imponed grain is 
believed to be a consequence of the shonfall in 
hard-currency earnings on sales of oil and natural 
gas and better-than-average grain production in 
1985 and 1986. After reaching the relatively high 
level of 191.7 mmt of grain in 1985, Soviet grain 
production rose to 210 mmt during 1986, accord
ing to USDA estimates. In addition, the hig..lter 
protein content of wheat harvested in 1986 and 
the reduced use of grain in animal feed may also 
have contributed to a reduction in Soviet demtnd 
for wheat. 

Progress on Senices Trade 
Agreements in 1986 

Global trade in services has been estimated 
at a minimum of $700 billion annually.2 For sev
eral years, the United States has been advocating 
liberalizing services trade. In 1986, the United 
States moved ahead in advocating inclusion of 
trade in services on multilateral and bilateral ne
gotiating agendas. In September, GA'IT mem
bers agreed to include services trade on the 
agenda of the Uruguay Round of trade negotia
tions. In addition, U .S.-Canadian negotiations 
for establishment of a free-trade area, including 
services, entered a critical phase. Also during 
1986, negotiations for free trade in several serv
ices sectors between the United States and Israel 
continued. 

As interest in services trade agreements 
grows, the discussion of insufficient services trade 
data also intensifies. In a recent analysis con
ducted by the Office of Technology Assessment 
(OTA),3 U.S. balance of payments data were es
timated to '"significantly understate" exports and 
imports of services. The OTA estimated that the 
U.S. trade surplus in services exports was under
stated by SU billion in 1982 and 1983, and $12 
billion in 1984. The OTA speculated that up to 
one-half of services exports are omitted from the 
national balance-of-payments statistics. Reasons 
cited by the OTA for the poor coverage were in
adequate responses to voluntary data collection 
questionnaires and outdated or flawed accounting 
categories. 

1 For addlllonal information, see 48th Quart1rly R1port 
... , USITC Publication 1932, Dec. 1986, pp. 36-37. 
1 Ronald K. Shelp, "Trade In Services," For1ign Policy, 
Fall/Winter 1986-87, p. 70. 
1 Office of Tecbnolo&Y Assessment, Trad1 in S1rvicH, 
Exportl and For1ign R1111nu11, Sept. 1986, pp. 3-5. 
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Services activities in multilateral forums 

The following sections outline the on1oing 
work programs on services trade issues in the 
GA'IT, OECD, and UNCTAD. Trade agee
ments activities in four major services industries 
(insurance, telecommunications, construction/en
&ineering/architecture, and maritime services) will 
then be discussed. Each of these industries was 
significant in terms of international developments 
in 1986. 

General Agreement on Tariffs and Trade 

At the September 1986 GATT Ministerial 
meeting in Punta del Este, agreement was 
reached to include trade in services in the Uru
guay Round.4 The move was strongly supponed 
by the United States, and adamantly opposed by 
a group of 10 developing countries led by Brazil 
and India. The group expressed concern that 
their expanded access to developed country ex
pon markets in goods could be held hostage to 
negotiatin& concessions on services. They also 
voiced fear that fon1ign access to their service 
sectors would cause both domestic service firms 
and external payments balances to suffer. The 
group argued that liberalizing trade in services 
would most likely benefit countries with devel
oped service sectors, such as the United States.& 

Compromise on the final declaration of the 
Ministerial meeting addressed some of these con
cerns. For example, a final negotiated agreement 
on services shall take consideration of national 
policies and laws applying to services. Also, the 
services negotiations will be conducted simultane
ously with the talks on goods trade, albeit in a 
separate negotiating group. Like other negotiat
ing groups, the services group will repon to the 
Trade Negotiations Committee (TNC). As pan 
of the fmal compromise, the ministers launched 
the goods negotiations in their capacity as con
tracting parties to the GATT, and the services ne
gotiations in their capacity as ministers 
representing sovereign states. The United States 
considers this distinction presentational only, 
since, for all intents and purposes, the ministers 
and contracting parties are the same people. 
More significant to the United States is the estab
lishment of a forum for services talks under the 
auspices of the TNC. • 

The structure and plans for the Uruguay 
Round negotiations were agreed upon by the par
ticipants at a meeting in late January 1987. The 
January 1987 meeting of the services negotiating 
group created a structure for the initial phase of 

• For a general discussion of the launching of the 
Uruguay Round, see ch. 1. 
1 Diane C. Yu and Charles H. Blum, "The new GATT 
round preliminary developments and future plans: A 
report from the administration." In U.S. Trad• Law 
and Policy, Hal'Vey M. Applebaum and Gilbert B. 
Kaplan, cochainnen. Practising Law Institute: 1986, 
pp. 405-426. 
I Ibid, p. 417. 
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negotiations. In addition, several specific ele
menu to be addressed by the group during 1987 
were identified. The specific elemenu identified 
were (1) definitional and statistical issues; 
(2) broad concepts on which principles and rules 
for trade in services, including possible disciplines 
for individual sectors might be based; (3) cover
age of the multilateral framework for trade in 
services; ( 4) existing international disciplines and 
arrangements; and (S) measures and practices 
contributing to or limiting the expansion of trade 
in services, including specifically any barriers per
ceived by individual participants, to which the 
conditions of transparency and progressive liber
alization might be applicable. Initial work by the 
negotiating group on services may concentrate on 
creation of a general framework agreement, be
fore talks enter into sector specific discussions. 

In discussion of a liberalized environment for 
services, national policies regarding foreign in
vestment and the right of establishment are often 
raised. International sale of some important serv
ices-telecommunications and fmancial services, 
for example-requires establishment in order to 
serve a market. In such cases, conformance to 
local investment regulations is necessary. In addi
tion to meeting investment regulations, some sec
tors, such as banking and insurance, require local 
laws granting the right of establishment to foreign 
firms. 

The negotiating plan for trade-related invest
ment measures was also agreed upon at the Janu
ary 1987 GAIT meeting. The negotiating 
process outlined two phases of negotiations on 
trade-related investment measures. In the first 
phase, identification and examination of the op
eration of GA IT articles related to trade restric
tive and distorting effects of investment measures 
will be considered on the basis of submissions by 
participants and work by the secretariat. The sec
ond phase will involve definition of areas in which 
negotiations may be required to elaborate, as ap
propriate, further provisions that may be neces
sary to avoid restrictive and distorting effects of 
investment measures on trade, on the basis of 
proposals by participants. 

The Uruguay Round negotiations are ex
pected to continue for at least 4 years. A possible 
outcome of the services negotiations could be a 
GA TI code, open for member countries to as
cribe to if they choose. 

After nearly 2 years of negotiations, mem
bers of the Committee on Government Procure
ment reached agreement in late 1986 on 
extending coverage of the Government Procure
ment Code. They also agreed to study extending 
the code to cover service contracts procured by 
governments. This agreement was the first part of 
a three-phase renegotiation of the code. Begin
ning in 1987, code members will discuss expan
sion of the code's coverage to government 

procurement of service contracts. The changes 
are expected to take effect in 1988 after member 
countries have had the opponunity to modify 
their national laws to conform to the code's 
changes.1 

Organization /or 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."2 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.3 In 
1986, work was completed on the audiovisual 
services sector. The Trade Committee and its 
working party, on the other hand, are establishing 
a general framework for considering service trade 
issues. 

In September 1986, the OECD's Committee 
on Capital Movements and Invisible Transactions 
(CMIT) along with a group of audiovisual ex· 
perts, completed a study on trade in audiovisual 
works.' The report provides a review of recent 
technological change in audiovisual services, and 
surveys policies and measures affecting interna
tional trade in audiovisual services. The OECD 
report notes that the Group of Experts of the 
CMIT defines audiovisual works as any animated 
sequence of pictures accompanied by sound. 
Such works may be recorded (film, tape, etc.), 
transmitted or broadcast, used by individuals or 
corporations for private or commercial purposes, 
or may have cultural, educational, scientific, ad
vertising, or entertainment content. 

Technological changes i"1 recent years in this 
field have opened up a broad range of communi
cations media. In step with those changes, inter
national trade in audiovisual services has also 
developed. The OECD noted that most member 
countries have tried to retain some control over 
trade in audiovisual services. Technological 
changes, however, have advanced faster than 
regulatory controls. Official reasons advanced by 
OECD governments for affordirig protection to 
the audiovisual services sector include cultural as 
well as economic rationales. Preservation of cul· 
tural identity, plus a desire to support the domes
tic industry and boost its international 
competitiveness, are frequent reasons underlying 
protection in audiovisual services. 

I For a funher discussion of the GA TT Government 
Procurement Code, see ch. 2. 
1 OECD, "OECD Council Meeting at Ministerial Level 
Communique," Thi OECD Ob11ru1r, May 1982, p. 6. 
3 For further details on the sectoral studies published, 
see the Optration of t/11 Trad1 A1rHm1nts Pro1ram, 
36th R1port, 1984, pp. IOI and 102. Work Is in pro
gress on the financial services (securities markets), 
telecommunications services, and the computer services 
sector. 
' lnt1rnational Trad1 in S1ruic11: Audlo11i1ual Works, 
OECD, Sept. 1986. 
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Using 1984 data collected by the United Na
tions, the report found that the total value of 
audiovisual services sold in the OECD economies 
was $26 billion, about S 1 billion of which was ex
ported. U .s. firms earned about one-half the to
tal OECD figure. In 1984, among all member 
countries, the report states that television net
works accounted for $18 billion: cinema $6 bil
lion: and new distributive media (pay television, 
videocassettes, and videodiscs), $2 billion of total 
turnover. 

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 has 
three basic elements.' First, general ·objectives 
include avoiding measures that distort competi
tion and disrupt movement of people, goods, 
services, and capital. Other objectives are equal 
treatment of foreign-controlled and domestic 
tourism enterprises plus reduction of administra
tive requirements and formalities. Second, mem
ber countries are obligated to encourage progress 
·on reducing duties on personal goods of tourists, 
including temporarily imported vehicles. This ob
jective also promotes easing regulations on impor
tation of tourism publicity materials. Finally, a 
set of guidelines designed to indicate how the ob
jectives may be met are set forth. To sustain 
pressure for implementation of the Decision-Rec
ommendation, a regular progress review plus a 
general review of the objectives with a view to fur
ther liberalization at least every 3 years is pre
scribed. The Decision-Recommendation also 
incorporates the updated OECD Code of Liber
alization of Current Invisible Operations which fa
cilitates financial operations for tourists.2 

Also on the subject of trade in tourism, in its 
annual report on tourism released in December 
1986, the Tourism Committee noted that growth 
in tourism among member countries continued a 
recovery in 1985 that had begun in 1983. The 
growth rate in tourism, the committee pointed 
out, reflects moderate economic development 
among member countries. During 1985, arrivals 
at frontiers grew by 5 percent, and nights spent in 
the various forms of accommodation rose by 2 
percent over that in 1984. Tourism receipts and 
expenditures in real terms rose by S percent in 
1985 over those in the previous year among 
OECD countries. According to the OECD, re
ceipts and expenditures each were nearly $75 bil
lion in 1985. 

In 1986, the OECD released a report detail
ing the market and trade prospects in the space 

1 "Tourism: An Economic Activity in its own Right," 
OECD Obs.,.,,,, No. 138, Jan. 1986, p. 20. 
• For more information on the OECD code and tourism, 
see Op1ratlon of th• Trad• A&rHm•nts Pro1ram, 17th 
R•port, 19BS, USITC Publication 1871, p. 117. 
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industry. 3 The report found that d'spite the large 
role played by governments in space operations, 
there exists an expanding international market for 
civilian space products and services, especially in 
the areas of telecommunications satellites, 
launchers, and ground terminals. The report 
pointed out the dominance of the United States 
in the supply of satellites, but noted that foreign 
entities, private and governmental, are entering 
the field. In addition, launch capacity exists in 
Europe, Japan, and the United States, the report 
says. The OECD projected a doubling of capac
ity in telecommunications every 4 years and pre
dicted an average launch of 23 geostationary 
satellites by non-Eastern bloc countries every year 
until 1990. 

The OECD identified four barriers to market 
entry in the space industry. The barriers are ( 1) 
high cost of initial investment: (2) high cost of 
parts for constructing a space project: (3) preva
lence of financial offers to competitors, which are 
not easily matched by new entrants: and (4) the 
substantial learning process necessary to gain ex
pertise for mastering the technologies involved. 

In a report published by the OECD Maritime 
Transport Committee in 1986, several character
istics of intern~tional shipping and trade were pre
sented. The OECD, citing slower economic 
growth as a chief reason, noted an increase of 
only 1 percent in dry cargo trades in 1985. Addi
tionally, oil trade fell in both volume and trans
portation distance in 1985. Overcapacity in liners 
was estimated at between 20 and 40 percent. 
Continued protectionist measures by some coun
tries, effecting liner trade were also mentioned by 
the OECD as characteristics of the industry. 

United Nations Con/ erence on 
Trade and Development 

Issues related to trade in services have long 
been part of UNCT AD's work program. Studies 
have been conducted on specific service indus
tries (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 con
cerns. Whereas some bodies focus their attention 
on a particular subsector (e.g., the International 
Civil Aviation Organization), others deal with is
sues applicable to services in general (e.g., the 
World Intellectual Property Organization). 

In 1986, the UNCTAD Secretariat continued 
work on services and the development process 
that it started in 1984.• In a report published in 
July 1986, three major aspects relevant to serv
ices and economic development raised in the 

~ Thi Space lndustry-Trad1 R1lat•d /ssu1s, OECD, 
1986. 
• UNCTAD, "Services and the Development Process," 
August 1984, TD/8/1008. 



first report, are probed in detail.1 The report was 
reviewed by the 33d TDB in September 1986 and 
was favorably received by the organization's ma
jor country groupings.2 

The report is divided into three main sec
tions. In the first section, the Secretariat reviews 
services, growth, and development. The report 
cited the rise of "externalization" of producer 
services, which have increasingly been contracted 
to outside firms, creating a highly specialized divi
sion of labor in the service sector.3 The rise of 
producer services has been particularly pro
nounced in European countries and the United 
States, making increasingly important contribu
tions to employment growth and the Gross Do
mestic Product (GDP). Information technology is 
cited as another catalyst to the growth of services, 
producer services in particular. Information tech
nology also facilitates externalization by allowing 
small consulting companies to do work that could 
formerly be done only by in-house operations of 
large companies. 

The Secretariat's report found that producer 
services are not well established in developing 
countries. A possible explanation cited is the 
overall lack of externalization by large firms in 
devetoping countries. The report noted that both 
national and foreign-owned firms in developing 
countries tend to rely heavily on in-house pro
ducer services. The report speculated that provi
sion of producer services, either through state 
entities or incentives, would facilitate develop
ment of a competitive private producers service 
sector. Establishment of such services, in addi
tion to serving existing elements of the economy, 
may also attract foreign investment in manufac
.turing and export industries, the report noted. 
The UNCT AD Secretariat report recommended 
that developing countries strengthen their pro
ducer service sectors to help achieve that goal. 

In its second part, the report detailed 
transnationalization of the service sector. The re
port noted that a minimum investment may only 
be needed to provide certain services when an 
adequate information and communications infra
structure is available. Sectors most adept at link· 
ing capital and information technology-banking, 
for example-have been most successful in 
transnationalization, the report noted. Informa· 
lion technology may have allowed greater ability 

1 UNCTAD, "Services and the Development Process: 
further studJes pursuant to Conference resolution 159(V) 
and Board decision 309 (XXX)," July 2, 1986, 
TD/B/1100. 
1 The major member country groupings in UNCT AD are 
the developing countries, the developed industrial coun
tri.es, and those countries with centrally planned econo
mies. 
3 Producer services are those services used by firms in 
the manufacturing or service sector to produce a final 
aood or service. For example, the software supplied by 
one company and used by a second in the delivery of 
data processina services would constitute a producer 
service. 

to penetrate foreign markets, the report stated. 
The report pointed out that developing countries 
face the challenge of incorporating technical 
change to improve their comparative advantage. 
Redeployment of human capital and other eco
nomic resources presently in place in other sec· 
tors, communications, and information 
technologies affect developing country competi
tiveness by facilitating the export of certain serv· 
ices. In addition, the report stated that 
international competitiveness in goods is en
hanced, and potential for productive foreign in
vestment increases when services are also 
available, particularly producer services. 

Finally, the UNCTAD Secretariat's report 
explored a possible framework for international 
cooperation to strengthen the service sector in de
veloping countries. The report outlined numer· 
ous possible areas for boosting the contributfon of 
services to development. Areas identified were 
(a) support for further studies of the role of serv
ices in development, including an intensification 
of the national assessments program; (b) improv
ing statistics and related conceptual framework 
for trade and production of services: (c) funding 
a common telecommunication and informatics in
frastructure on interregional, regional, and sub
regional levels; (d) strengthening the position of 
developing countries in negotiations with transna
tional corporations (TCs) ; ( e) investment pro
grams in developing countries to stimulate the 
producer service sector; (f) training programs 
aimed at improving producer services in develop
ing countries; (g) reciprocal negotiations in se
lected sectors; (h) interchange of experience 
between governments, research institutes, and 
small- and medium-size enterprises both in devel
oped and developing countries and among devel
oping countries; (i) establishment of "service 
centers" in developing countries; and 0) sector 
studies, including studies of producer services, 
and of the links between manufacturing and serv
ice sectors. 

The report concluded by noting that some 
proposals for services negotiations, including 
those within the GAIT, may involve non-GATI 
concepts.such as right of establishment. Other 
negotiating proposals may include concepts that 
have different implications for services, such a11 
national treatment. Such confusion, the report 
noted, is symptomatic of the problem that no in
ternational consensus regarding the appropriate 
mechanisms for protecting domestic service in
dustries exists that is comparable to the customs 
tariff or quota on goods. The report stated, how
ever, that there appears to be a broad range of 
possible areas for mutual cooperation on services 
trade between developed and developing coun
tries. 

In October 1986, the Intergovernmental 
Group of Experts on Restrictive Business Prac
tices held their fifth annual session to consider 
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implementation of technical assistance, and advi
sory and training programs as called for in UN
CT AD's code on restrictive business practices.1 

The code was designed to control restrictive busi
ness practices, including those of multinational 
corporations, which adversely affect international 
trade and, in tum, the economic development of 
developing countries. Among the items reviewed 
by the Group of experts was the Regional Seminar 
on Restrictive Business Practices held in Kenya in 
May 1986. 

The seminar was the first such regional semi
nar held since the inception of the code in 1980. 
At the seminar, official representatives from 13 
African countries were brought together with ex
perts from the Federal Republic of Germany, 
Norway, and Sweden. The subject of the seminar 
was major restrictive business practices limiting 
international trade, with particular emphasis on 
the trade and development of African countries. 
National, regional; and international efforts to 
control restrictive business practices, the role of 
such restrictive practices in industrialization, and 
ways to control them effectively were also consid
ered. 

Work on an international code of conduct on 
the transfer of technology has been underway in 
UNCTAD 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 inter
national service transactions that rely heavily on 
international transmission of information as a 
principle method of trading. A resolution of 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 December 1986, the UNCTAD Secre
tariat proposed the continuation of consultations 
on the draft code in 1987 to deal with all out
standing issues. 

Research undertaken by another United Na
tions organization in 1986, the U.N. Center on 
Transnational Corporations, suggests that exports 
of services are facilitated by the rise of interna
tional data flows. Growth of services exports, the 
report pointed out, is hindered without sufficient 
national infrastructure and trained personnel. 
Engineering, legal, and insurance services were 
cited as examples of traded services likely to blos
som as international data flows increase the 
tradeability of services. The findings are based 
on a case study of Austria, a relatively small econ-

. omy open to international competition, and also 
contain specific examples of Austrian interna
tional data flows and trade in services. . 
1 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. 
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Trade developments in selected 
service industries 

Insurance services 

Trade.-Although comprehensive data meas
uring imports and exports of insurance services 
are not maintained by the U.S. Government, the 
Commerce Department's Bureau of Economic 
Analysis (BEA) conducts a survey of the reinsur
ance indusuy.2 In 1985, net exports of reinsur- · 
ance amounted to $1.3 billion, and net imports 
were about $2.9 billion, both representing a 
10-percent increase over that in 1984. Whereas 
exports and imports increased in 1985, the 
United States still imported more than twice as 
much reinsurance as it exported.3 The loss ratio 
Oosses paid as a percentage of premiums re
ceived) for reinsurance exports was 80 percent in 
1985, down 3 percentage points from the loss ra
tio of 1984. In the same period, the loss ratio for 
imported reinsurance services was 83 percent, up 
1 percentage point from that in 1984. 

The combination of premium receipts and 
losses for reinsurance indicates a negative current 
account for trade in reinsurance. Industry 
sources suggest that the negative flows are a result 
of several factors. First, the United States is the 
largest and most open insurance market in the 
world, and U.S. firms have traditionally relied 
heavily upon the domestic market for their busi
ness while tending to ignore foreign markets. 
Second, because the U.S. market is open, foreign 
insurance firms have been able to operate here 
and repatriate substantial premiums. Finally, 
many other insurance markets are relatively 
closed, thereof hindering U.S. exports. 

Overall, premium receipts from non-U.S. 
customers were estimated to be between S 12 bil
lion and S 14 billion• in 1985, which reflects an 
increasing trend compared with that in 1982. 

Trade-related activities in 1986.-Trade bar
riers within the insurance industry persist. Inter
national agreements are being pursued, which, by 
removing or minimizing operating restrictions, 
would reduce costs and increase the availability of 
insurance in many countries. The United States 

• Reinsurance Is Insurance that one firm buys from 
another In order to write an amount of Insurance on a 
slnaJe risk greater than Its capital assets would permit. 
11 Export and Import data supplied by U.S. Department 
of Commerce, Bureau of Economic Analysis, from the 
International Transactions in Private Miscellaneous 
Services Between Unaffiliated Persons. Exports include 
premiums received, less losses paid. Imports Include 
premiums paid, less losses recovered. These transac
tions are neither a measure of profitabillly of lnterna
lional reinsurance transactions of U.S. companies, nor 
are they an indlcalion of their International compelilive 
position, because risks transferred to, and assumed 
from, foreign Insurers are usually only a small part of the 
total risks Insured by U.S. companies. 
' Estimated by the staff of the U.S. International Trade 
Commission, based on a model designed by the Office of 
Technoloay Assessment. 
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continues to focus attention on barriers that re
strict market access in services. 1 The insurance 
sector, among others, has specifically benefited 
from these efforts. 

A 301 case alleging unfair trade practices by 
Korean authorities was self-initiated by the United 
States Trade Representative (USTR) in Septem
ber 1985. An agreement was concluded in 
August 1986, which has resulted in access for at 
least one U.S. insurance firm and initiation of a 
licensing process for all qualified U .s. firms in the 
future. Further bilateral consultations are ex
pected to expand U.S. market access for life in
surance, non-life insurance and reinsurance in 
Korea. If sufficient progress is not made, the 
case could reven back to the USTR for recom
mendations on possible retaliation in goods sec
tors, in accordance with provisions of section 301 
of the Trade Act of 1974.2 

Taiwan does not provide national treatment 
to U.S. insurance companies. However, Taiwan's 
large market and projected rapid demand for in
surance make it a market with great potential.3 
In connection with the USTR's Annual GSP Re· 
view, and in view of its discretionary authority to 
consider a country's effon to reduce services bar
riers in determining eligibility for GSP status, 4 

Taiwan began opening its markets. At this point, 
three U.S. insurers have been licensed to market 
propeny/casualty insurance, health insurance, 
and life insurance in Taiwan. Two other insurers 
are expected to enter Taiwan in 1987. U.S. offi· 
cials are continuing their efforts with a trade mis· 
sion scheduled for March 1987, which is 
anticipated to reach agreement on a timetable for 
full national treatment for U.S. insurance firms 
operating in Taiwan. 

France, Spain, the Federal Republic of Ger· 
many, and the Netherlands were visited by a U.S. 
trade mission in June 1986. During the mission, 
the possibility of opening those markets to U.S. 
insurance companies through joint ventures and 
subsidiaries were discussed. Operating licenses 

1 The Trade and Tariff Act of 1984 (Public Law 
98-573, Oct. 30, 1984) called for identification of trade 
barriers to U.S. trade and investment that tend to restrict 
international trade In services. Trade praclices that 
restrict market access In services are now subject to 
possible aclion under sec. 301 of the 1974 Trade Act. 
The 1984 Act also gives the President authority to 
negotiate bilateral free-trade agreements. The U.S.·ls
rael Free-Trade Area Agreement (Public Law 99·47, 
June 11, 1985) contains an article commJning each party 
to free trade in services across the board. 
1 For a discussion of the 301 case against Korean 
Insurance practices, see the ch. 4 section on trade 
relations with the Republic of Korea. 
' Office or the United States Trade Representative, 
National Trade Estimate: 1986 Rtport on Forci&n 
Tradt Barri1rs, Washington, DC, Oct. 1986, p. 249. 
• Under the Trade and Tariff Act of 1984, the President 
now has discretionary authority to consider the extent to 
which a country reduces barriers to investment and trade 
in services In determining a country's eligibility for GSP 
benefits. 

for some of the companies represented on the 
mission were promised. Such an opening could 
have a favorable impact on the U.S. trade bal· 
ance, since Western European firms operate quite 
freely in the U.S. market. 

Trade in insurance is also of interest in cur
rent bilateral and multilateral trade negotiations. 
A sectoral understanding on insurance is still in 
the negotiating stage in the U .S.-lsrael Free
Trade Area Agreement. Insurance may also be 
included in the current negotiations for a 
U.S.-Canadian free-trade arrangement. Industry 
sources indicate concern over Canadian licensing 
and deposit requirements that are felt to inhibit 
insurance trade, as well as regulations restricting 
insurance companies' diversification into other fi· 
nancial services. Some companies advocate a 
U.S.·Canadian agreement guaranteeing national 
treatment of insurance companies, and others 
would like the USTR to negotiate the right of re
ciprocal treatment for U.S. insurance firms oper
ating abroad. Insurance is also under 
consideration for possible inclusion in the Uru· 
guay Round of Trade Negotiations. 

Architectural, engineering, and 
construction services 

Trade. -The value of exports of architec
tural, engineering, and construction services is 
partially covered in (BEA's) international trans
actions data. For 1985, BEA estimated exports 
for this industry at Sl.6 billion compared with 
$1.9 billion in 1984.s The value of new contracts 
won by U.S. contractors overseas declined from 
$30.9 billion in 1984 to $29.0 billion in 1985, or 
by 6 percent. Foreign billings by U .s. design 
firms increased slightly from Sl.1 billion in 1984 
to $1.3 billion in 1985.e ·The worldwide market 
for both contractors and design firms has been 
shrinking since 1983 because of cash-flow prob· 
lems in the oil-producing nations, slower eco
nomic growth in industrialized nations, and high 
debts in developing countries. All of these factors 
have contributed to a reduction in the level of 
spending on capital investment projects and a de
cline in the demand for construction and engi
neering services. The Mideast market exhibited 
the largest decrease in construction activity during 
1983-85 and, in comparison, North America, 
Asia, and Latin America offered more opponuni
ties for contract and design firms during this pe
riod. 

Trade-related activities in 1986.-During 
1986, the United States held bilateral discussions 
with Japan regarding U.S. panicipation on the $8 
billion Kansa! International Airpon project. U.S. 

8 Export data includes net receipts or U.S. firms for 
total engineering and design, general construction, 
technical assistance, and consulting services. Import 
data is not available for this Industry. 
• En1in1trin& N1ws-R1cord, May 15, 1986 and April 
17, 1986. 
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companies are interested in supplying general de
sign and construction services, electronic equip
ment, and communications systems for the 
project. Despite U.S. insistence that Japan open 
its bidding process to foreign companies on this 
and other construction projects, the issue re
mained unresolved at yearend.1 

The United Kingdom's preferential treatment 
for British-based engineering firms has been cited 
by the USTR as a barrier to U.S. farms' participa
tion in the Nonh Sea offshore oil market. Under 
a 1985 law, the British Government restricts pro
curement of design services for oil drilling plat
forms to firms with majority British ownership. 
The U.S. estimates that approximately $300 mil
lion in potential contracts have been lost as a re
sult of this policy. The United States held 
bilateral consultations in 1985 and continued to 
monitor this policy in 1986. According to U.S. 
industry representatives, the British have demon
strated some flexibility in administering this regu
lation by awarding a few contracts to U.S. fmns.2 

Currently, there are no multilateral trade 
agreements covering architectural, engineering, 
and construction services. However, services will 
be included during negotiations on both the 
U.S.-Canadian Free Trade Agreement and the 
Uruguay Round of Trade Negotiations.3 During 
1986, neither of these forums engaged in substan
tive negotiations or reached agreement on this 
service sector. 

The U.S. industry has delineated its priorities 
in preparation for both the U .$.-Canadian free
trade discussions and the Uruguay Round nego
tiations. The most significant barrier affecting 
U.S. trade with Canada in this sector is a prohibi
tive Canadian tariff on architectural drawings that 
effectively prevents U.S. architects from provid
ing services in Canada. Canadian tariff valuation 
procedures combined with a Federal sales tax of 
12 percent often result in assessments totaling 
hundreds of thousands of dollars on U .s. archi
tectural drawings. The U.S. industry views the 
elimination of the Canadian tariff as a top priority 
during upcoming bilateral negotiations. In addi
tion, inconsistent application of customs proce
dures, immigration restrictions, professional 
licensing restrictions and financial export assis
tance are other barriers to trade with Canada. 

There are several tariff and non tariff barriers 
affecting trade in construction and engineering 
services worldwide, including government export 
financing, national preference policies, immigra
tion regulations, restrictions on currency repatria
tion, discriminatory professional licensing and 

1 For a complete discussion of this issue, see ch. 4 
under U.S. -Japanese bilateral issues. 
2 Office of the United States Trade Representative, 
National Trade Estimate: 1986 Report on Forcl&n Trade 
Barriers, Washington, DC, Oct. 1986, p. 263. 
3 For a detailed discussion of the Uruguay Round of 
Trade Negotiations, see ch. I. 
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registration requirements, discriminatory taxes on 
profits or on imports of goods, anCI arbitrary en· 
forcement of customs procedures. The U.S. in· 
dustry would like to see these issues addressed in 
the Uruguay Round. 

Government fmancial assistance for feasibil· 
ity studies and bid proposals is the most important 
disadvantage facing U.S. architectural, engineer· 
ing, and construction firms operating abroad. 
U.S. firms have access to far less direct·and indi· 
rect assistance compared with their European, 
Japanese, and Canadian counterparts.• Foreign 
governments also frequently provide insurance 
against commercial and political risks, in addition 
to corporate tax exemptions for equipment and 
materials used on foreign construction projects. 

Discriminatory taxes on profits or imported 
goods such as architectural drawings can ad· 
versely affect the competitiveness of foreign firms 
vis-a-vis local firms. In addition, arbitrary en
forcement of customs procedures can lead to de· 
lays in transferring necessary equipment and tools 
to complete a project. Most developed and de· 
veloping countries have difficult and time
consuming licensing and registration requirements 
for architects and engineers that can inhibit the 
ability of firms to provide services. 

An in,a·easingly frequent barrier encountered 
by construction and engineering companies are 
barter and countertrade requirements by coun
tries experiencing foreign-exchange shortages. 
Such practices may cause distortions in the multi· 
lateral trade and payments system and force indi· 
vidual farms either to develop expertise on such 
practices or to forfeit contract awards. 

Maritime transportation services 

Trade.-Maritime transportation services are 
classified in U.S. international transactions ac
counts under "other transportation." In 1985, 
the trade deficit in maritime transportation serv
ices rose to S 1. 7 billion from ~ 1. 0 billion in 19 8 4. 
In 1983, the sector recorded a trade surplus of 
$123 million. The shift in the trade balance was 
attributed to decreased earnings of U.S. flag car· 
riers, combined with an increase in imports trans
poned to the United States by foreign carriers. 
Exports of maritime transportation services as a 
proportion of total U.S. international transporta· 
tion exports decreased from 63 percent in 1984 
to 62 percent in 1985; in imports, the share fell 
from 66 percent in 1984 to 65 percent in 1985.s 

Total U.S. exports of maritime transportation 
services, consisting of ocean freight and pon serv
ice receipts, remained at $8.7 billion in 1984 and 
1985, with port service receipts accounting for 

• The EC and Japan offer an estimated $120 milllon and 
580 million to $90 million respectively, for feasibility 
studies; the U.S. industry has access to slightly over 
$20 million for such purposes. 
1 U.S. Department of Commerce, Bureau of Economic 
Analysis, Survey of Current Business, Sept. 1986. 



over 61 percent of expons in 1985. Total U.S. 
impons of ocean freight and port service pay
ments rose to $10.4 billion in 1985, 7 percent 
over the level of such impons in 1984. Ocean 
freight payments constituted 80 percent of 
impons of maritime transportation services in 
1985.1 

Trade-related activities in 1986.-0ne of the 
most significant recent developments affecting the 
U.S. maritime transportation services industry 
was the passage of the Food Security Act of 1985, 
which amended Public Law 664 covering govern
ment-sponsored cargo. The act increased the de
gree of preference for U.S. flag carriers in strictly 
concessional agricultural export programs. Prior 
to the act's passage, only SO percent of the gross 
tonnage of the agricultural commodities trans
ported under the export programs of the Com
modity Credit Corp. or the USDA were required 
to be carried on U.S. bottoms. The Food Secu
rity Act raised the percentage to 60 percent in 
1986, 70 percent in 1987, and 75 percent h1 
1988.2 

The U.S. maritime transportation services in
dustry continued to adjust to the effects of the 
Shipping Act of 1984 during 1986.3 This legisla
tion amended the Shipping Act of 1916 by reduc
ing Government regulation of the industry and 
broadening antitrust immunity for cooperative ac
tions by carriers. It overhauled the regulatory 
structure concerning liner shipping into and out of 
the United States and helped pave the way for 
realignment of the trans-Altantic and trans-Pa
cific ocean carrier conferences. These actions al
lowed U.S. carriers to be more competitive with 
foreign firms. Industry sources indicate, how
ever, that by intensifying U.S. panicipation in the 
global market, the law contributed to worldwide 
overcapacity and low freight rates during 1986. 

The United Kingdom, France, Denmark, 
Norway, Sweden, Finland, and Saudi Arabia ac
cepted the UNCTAD Liner Code in 1985.4 Even 
though several important maritime nations have 
ratified this agreement, the United States remains 
opposed to the code since certain provisions en
courage the continuation of "closed" conferences 
that would effectively exclude U.S. participation. 
Many developing countries adhering to the code 
continued to seek the phasing out of the open 
registries or "flags of convenience" in 1986. The 
elimination of open registries would adversely af
fect shipowners, particularly in the United States 
and other countries with high labor costs, who 
register their vessels abroad to benefit from lower 

' U.S. Department of Commerce, Bureau of Economic: 
Analysis, Surv1y of Curr1nt Busin1ss, Sept. 1986. 
2 Food Security Act of 1985, Public Law 99-189, 
enacted on Dec. 23, 1985. 
11 Public: Law 98-237, enacted on Mar. 20, 1984. 
• According to the U.S. Maritime Administration, 68 
countries were signatories to the UNCT AD Liner Code 
u of Dec. 31, 1986. 

crew costs and in some cases political and tax ad
vantages.s 

The Consultative Shipping Group (CSG), an 
ad hoc group consisting of the government repre
sentatives of the principal European maritime na
tions and Japan, met several times in 1986 in an 
attempt to develop an agreement to preserve 
competition in liner trades once the UN Liner 
Code comes widely into use. The United States is 
not a formal member of this group, but has par
ticipated in some of its meetings. In April 1986, 
the CSG and representatives of the United States 
and the EC issued several conclusions jointly 
reached, pertaining to promotion of competition 
and resistance of restrictive or protectionist meas
ures in ocean shipping.& 

Restrictive measures impeding foreign service 
operations of the U.S. maritime industry, such as 
market access, cargo preference schemes, mini
mum rate structures, restrictions on the use of 
certain equipment, and discriminatory port fees, 
continue to exist. Most recently U.S. industry 
sources indicate that some foreign governments 
have hindered efforts by shippers to integrate 
warehousing and inland transportation services 
with ocean shipping. Section 13(b)5 of the Ship
ping Act of 1984 allows the Federal Maritime 
Commission to take action against any foreign 
country that impedes U.S. access to ocean trade 
between foreign ports.7 However, the issue as to 
whether or not this act covers intermodal trans
portation of cargo has not yet been resolved. 

In December 1985, the United States and 
Brazil restructured and extended their bilateral 
maritime agreement for a period of 3 years. The 
agreement affords national flag vessels of both 
countries equal access to government-controlled 
cargo of the other country, excluding agricultural 
expons and defense equipment. Additionally, it 
clearly states that nongovernment cargo ~s avail
able to all carriers, regardless of nationality, and 
that national flag vessels of both countries are to 
have access to third- country cross trade. The 
agreement also prohibits adoption of measures in
terfering with the development of intermodal sys
tems, as well as exempted inland transportation 
charges from the Brazilian merchant marine tax. 

Trade tensions with Japan regarding the us
age of high cube containers and the seaborne 

1 As of Jan. 1, 1986, 55 percent of the total 
U.S.-owned fleet (in gross tonnage) was registered 
abroad. 
1 US/CSG joint statement, Apr. 30, 1986, p. 1. 
7 Such action may include (1) the suspension of any or 
all tariffs of the common carrier, or that common 
carrier's right to use any or all tariffs of conferences of 
which It is a member, and (2) steps necessary to under
take civil penalties in the event the common carrier 
accepts or handles cargo for carriage under a tariff which 
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) 1, 2, and 3 of the Shipping Act of 
1984. 
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transportation of American leaf tobacco contin
ued in 1986. The Japanese Government restricts 
marine containers mounted on truck chassis to 
3.8 meters high for reasons of highway safety. 
The high cube containers used by most U.S. ship
ping lines exceed this height. After extensive 
consultations with the U.S. Government, the 
Japanese Government, in June 1986, relaxed 
their administrative regulations on this issue. The 
new guidelines, which took effect in August 1986, 
certified 40 new routes for transportation of high 
cube containers; reduced the application period 
for permits to carry the containers; extended the 
duration of the permits from 1 month to 1 year; 
and eliminated, in principle, rush hour restric
tions on the carriage of high \.'Ube containers. Re
garding the transportation of tobacco, the Japan 
Tobacco and Salt Public Corp. signed an agree
ment with two U.S. carriers in 1986 to transport a 
small percentage of tobacco to Japan. This fol
lows several years of consultations with both the 
company and the Japanese Government to ensure 
fair and equitable access for U.S. carriers to this 
trade. 

Discussions were also held with the Govern
ment of Iceland during 1985 on the issue of 
transportation of U.S. defense cargo to a military 
base in that country. A treaty was sign1!d and 
ratified by the U.S. Senate in 1986 giving access 
to a small portion of this trade to Icelandic carri
ers, reserving the remainder for U.S. flag vessels. 

The United States and the Soviet Union held 
three meetings during Dec~mber 1985-January 
1987 in an attempt to negotiate a new bilateral 
maritime agreement. The previous agreement 
lapsed in 1981. No accord was reached, how
ever, and the two governments agreed to resume 
negotiations in Moscow in the spring of 1987. 
Discussions also began with the People's Republic 
of China in an effort to improve U.S.·Chinese 
ocean shipping arrangements. 

Telecommunications services 

Trade .-The value of certain communica· 
tions services is estimated under "other private 
services" in the U.S. international transactions 
accounts and reflects the division of certain inter
national revenues between U.S. carriers and for
eign carriers.1 These estimates also include 
receipts and payments between foreign communi
cations companies and the International Satellite 
Communication Organization (Intelsat) .2 Exports 
of communications services were estimated at 
$1.S billion in 1985, up from $1.3 billion in 1984. 

1 Impons are defined as paymen1s by U.S. carriers 10 
foreign carriers for the use of transmission services. 
Expons are defined as receipts from foreign carriers for 
transmission services provided by U.S. carriers. 
1 Intelsat is a consonium of 110 countries whose goal is 
to develop a alobal communications system. Comsat 
represents the United States Jn Intelsat. 
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Imports rose about 8 percent to slightly over $2.6 
billion in 1985.3 Imports exceeded exports again 
in 1985 largely because the majority of interna
tional telecommunications services originate in 
the United States. All outbound international 
calls that .are transmitted partially through a for
eign network require a payment from the origina
tor to the foreign network for the use of its 
services. 

Total U.S. international revenues after pay
ments to foreign carriers are estimated to have 
risen over 14 percent in 1986 to approximately 
$3.6 billion. This rate of growth is expected to 
continue through 1987 and result in revenues of 
over $4.1 billion for the year. Continued growth 
is anticipated over the next S years with interna
tional revenues expected to increase at an aver
age annual rate of 15 percent. In contrast, 
revenues from domestic communications services 
are estimated to have totaled S 113.3 billion in 
1985, representing a 10-percent increase over the 
1984 amount. Growth in domestic revenues is 
expected to slow in 1987 to slightly over 6 percent 
with revenues projected at $120.3 billion.4 

Trade-related activities in 1986.-Steps to 
open telecommunications services markets to 
competition are proceeding in a number of coun
tries. In France, a law has been passed allowing 
competition in ceftain services beginning Decem
ber 31, 1987. In addition, France established a 
governing authority modeled on the U.S. Federal 
Communications Commission to regulate tele
communications services.& The segments of the 
indUStry that will be affected are value-added net
works, private business communications net
works, and some types of equipment. In Japan, 
as a result of laws liberalizing Japan's telecom
munications industry, two competitors have chal
lenged Kokusai Denshin Denwa's (KDD) 
monopoly position in the international telecom
munications services sector. The two new entities 
are joint ventures; the first is an alliance led by 
Mitsubishi, Mitsui, and Sumitomo, and the sec· 
ond is a combination led by C. Itoh and Cable 
and Wireless. The newcomers to the Japanese 
market have announced that they will offer serv
ices at rates 20 to 30 percent below that of KDD. 
Under the same laws, competition with Nippon 
Telegraph and Telephone (NTI) was authorized. 
Since then, six rival carriers have been approved 
by the Ministry of Posts and Telecommunications 
(MPT). Two of these carriers include U.S. 
firms-Nippon Satellite, a joint venture with Ford 
Aerospace, and Japan Communication Satellite, a 
joint venture with Hughes Communications. 8 

11 Estimated by the Bureau of Economic Analysis, U.S. 
Depanment of Commerce. 
• U.S. Department of Commerce, U.S. Industrial 
Outlooli: 1987, ch. 31. 
1 Jnt,,national Communications W1d:, Sept. 26, 1986, 
f P· 1 and 3·4. 

Ibid., May 23, 1986, pp. l and 9·10. 



Moves are also under way in Malaysia, Switzer
land, Chile, and Spain to make the telecommuni
cations industry more competitive. 

The United States has been conducting bilat
eral negotiations with several countries to improve 
market access for U.S. telecommunications serv
ice suppliers. Factfinding talks were held with 
West Germany and Italy and focused on procure
ment practices, standards, testing and certifica
tion, and rules governing the provision of 
enhanced services and private lines.1 Negotia
tions specific to telecommunications continued 
with Israel as part of the extensive U.S.-Israel 
free-trade area agreement.2 Although the ongo
ing talks with Israel have not yet reached a sec
toral understanding in telecommunications, these 
negotiations are intended to achieve a legally 
binding agreement after the general principles 
have been modified to fit the sector. Talks are 
expected to continue through most of 1987 with 
Canada on negotiation of a free-trade arrange
ment that may include services. 

Trade in services is one of the topics being 
discussed in the Uruguay Round of GA TT nego
tiations. The United States has favored inclusion 
of trade in services in the GA TT to provide a 
means of seeking relief from foreign trade barri
ers, especially in the area of international tele
communications services. The principles in this 
sector that the United States would like to see in
cluded are the adoption of nondiscriminatory 
technical rules and standards, open procedures 
for regulation and for certification of equipment, 
equal treatment for imported and domestic prod
ucts, a transparent procedure for rulemaking with 
opportunity for interested parties to comment, 
and provisions for dispute settlement procedures, 
including consultation. and compensation. Sev
eral developing nations are opposed to the inclu
sion of services in the GA TT and have made their 
own proposals.3 India has announced that it 
would refuse to ratify an agreement that includes 
service sectors without adequately safeguarding 
the objectives of developing countries ... 

A special International Telecommunications 
Union (ITU) committee is drafting a revision of 
the ITU's telephone and telegraph regulations for 
submission during the World Administrative Tele
graph and Telephone Conference (WA TTC) in 
1988. The purpose of this rewrite is to update the 
regulations so that new technology and future de
velopments in technology can be accommodated. 
The current draft regulations would change the 
definition of international telecommunications. 

1 Public Law 99-47, June 11, 1985. 
2 See ch. 4 section on the European Community for 
more information on this subject. 
3 International Communications Week, Aug. 15, 1986, 
pp. 1 and 3-4. 
• For a further discussion of the Uruguay Round of 
Trade Negotiations, see ch. t. 

Many U.S. firms believe this change would widen 
ITU authority to include value-added services 
such as voice mail, electronic data bases, and 
protocol conversion.s The origin of this defini
tional problem stems from the differences be
tween the regulatory structure of the U.S. 
telephone and telegraph services industry and 
those of other nations. In the United States, the 
Federal Communications Commission's Com
puter II decision makes the distinction between 
enhanced or value-added services and basic serv
ices, and subjects only the latter to regulation. 
However, in many countries no distinction is 
made between these services and all are subject 
to regulation. Draft revisions of these regulations 
are expected at each of many meetings through 
1987 in preparation for the WATTC in 1988, and 
the final language may be quite different from 
that currently proposed. 

A new policy, established in 1986, discontin
ues launching commercial and foreign satellites 
unless they are specifically designed for launch 
from the space shuttle, or unless they are vital to 
national security. This policy, combined with the 
revisions in the shuttle launch schedule caused by 
the Challenger accident, has prompted the Na
tional Aeronautics and Space Administration 
(NASA) to cancel 24 of the 44 commercial pay
loads that the shuttle was scheduled to carry over 
the next 7 years.a Many of the canceled payloads 
are expected to be launched by other countries 
such as France, Japan, China, and the Soviet Un
ion. France's Arianespace has agreed to launch a 
satellite in 1989 for RCA and also has launch 
agreements with Intelsat. 7 China has signed five 
preliminary launch agreements with four U.S. 
firms, Pan Am Pacific Satellite, Dominion Video 
Satellite, Teresat, and Western Union, and an
other agreement with a Swedish firm.a The So
viet Union's space agency, Glavkosmos, is 
offering to launch satellites at prices that are be
low that of Western countries and will offer to 
barter goods for launch services.9 Many industry 
analysts believe that this policy change is too sud
den to be beneficial to the nascent U.S. private 
launch industry and that foreign providers will re
ceive the majority of former shuttle customers. 
Industry representatives have stated that they 
would rather use a foreign firm with a proven re
cord than a U.S. firm with no history of success
ful launches. 

11 lnttrnational Communications Week, Oct. 31, 1986, 
p. 1-3. 
• International Communications Week, Oct. 10, 1986, 
pp. 5-7. Among those dropped from the shuttle mani
fest were 10 Hughes Communications satellites, 4 RCA 
satellites, and 1 satellite for American Satellite Co. 
7 International Communications Week, Sept. 26, 1986, 
p. 8. 
1 Aviation Week and Space Technology, Nov. 24, 1986, 
p. 20. 
11 Ibid., Sept. 5, 1986, p. 8. 

3-29 



CHAPTER4 
DEVELOPMENTS IN MAJOR 

U.S. TRADING PARTNERS 

INTRODUCI'ION 
This chapter reviews the economic perform

ance of major U.S. trading partners, U.S. trade 
with those countries, and imponant bilateral trade 
issues in 1985. Specifically, U.S. relations with 
the European Community (EC), Canada, Japan, 
and the newly industrialized countries (NIC's) of 
Mexico, Taiwan, the Republic of Korea (Korea), 
and Brazil are discussed. 

The U.S. merchandise trade deficit in 1986 
was $162.3 billion, of which $139.3 billion 
(86 percent) was with the countries under review 
in this chapter. The strength of the U.S. dollar 
and some loss in U.S. competitiveness in the pro
duction of cenain manufactured products were 
substantially responsible for the continued dete
rioration of the U.S. merchandise trade account. 
The deficit figure was 19 percent larger than the 
1985 level of $136.6 billion. The largest bilateral 
merchandise trade deficit in 1986 was with Japan 
($59 .1 billion, or 36 percent of the total U .s. 
merchandise trade deficit), followed by Canada 
and the EC ($25.2 billion, or 16 percent each). 
The U.S. merchandise trade deficit with the 
NIC's covered in this report totaled $29.8 billion, 
or 18 percent of the total U.S. merchandise trade 
deficit. 

Acrimony over agricultural trade issues domi
nated the U.S.-EC bilateral agenda for the sec
ond particularly contentious year in 1986. The 
year was highlighted by a farm trade dispute that 
was set off when Spain and Portugal entered the 
EC on January 1, 1986. A year of escalating 
threats of retaliation and counterretaliation finally 
abated in January 1987 when a compensation 
agreement was reached. A dispute dating from 
the early 1970's over EC citrus import prefer
ences granted to Mediterranean countries was fi
nally resolved in 1986. U.S. and EC officials also 
agreed on quota levels for exports of semifinished 
steel to the United States. The lapse of the 
manufacturing clause of the U.S. Copyright Act 
was welcomed in EC countries, which have long 
sought access to the U.S. market for published 
books. 

U.S. trade relations with Canada were high
lighted by a year of negotiations on the establish
ment of a bilateral free-trade area. However, the 
revival.of the softwood lumber dispute cast a dark 
shadow over bilateral trade relations in 1986. 
Other disputes focused on Canada's licensing sys
tem for pharmaceuticals, and their level of steel 
exports. Early results of Canada's new foreign 
investment policy, liberalized in 1985 after sev
eral years as a bilateral irritant, show increased 
U.S. investment activity in Canada. 

Numerous trade disputes once again crowded 
the U .S.-Japanese bilateral agenda in a conten
tious year replete with another record bilateral 
trade deficit. Throughout the year, intense dis
cussions on a spate of market access issues 
yielded mixed results (including semiconductors, 
the Kansai International Airport, tobacco, rice, 
and legal, financial, and telecommunications 
services), and export restraints were continued, 
or initiated, for several Japanese products (auto
mobiles, machine tools, and textiles). 

Bilateral trade relations with Mexico were 
marked by U.S. pressure to foster better protec
tion of intellectual property rights in Mexico, an 
issue partially addressed in revised legislation en
acted during 1986 in Mexico. Mexico's acces
sion to the GATT in 1986 stands as a major move 
to facilitate U .S.-Mexican trade as well as 
Mexico's world trade. The U.S. imposition of a 
tax on imported crude oil and Mexico's generally 
restrictive foreign investment policy remain as 
contentious bilateral issues. 

In 1986, several issues of importance to 
U.S.-Taiwan trade were successfully dealt with. 
Taiwan revised .its copyright and trademark laws, 
thereby strengthening protection of intellectual 
property rights, reached an agreement with the 
United States on several other issues-customs 
valuation, sale of foreign beer, wine, and to
bacco, and performance requirements-and 
agreed to export restraints for textiles and apparel 
and machine tools. 

Korea and the United States reached an 
agreement in 1986 that resolved longstanding bi
lateral disputes over sale of foreign cigarettes, 
market access for U.S. insurance companies, and 
intellectual property rights protection. In addi
tion, the United States and Korea signed a new 
pact extending import quotas on Korean textiles 
and apparel exports for another 4 years. A 
U.S.-Korean citrus dispute remained unresolved 
at year's end. 

U.S.-Brazilian trade relations in 1986 took 
some positive steps. Progress was reported in ex
panding market access for U.S. exports of infor
matics, an issue of special concern to the United 
States. The Brazilian Government also took steps 
toward improving the investment climate in Brazil 
for foreign investors. Finally, in 1986, the Bilat
eral Maritime Agreement was extended for an
other 3 years in 1986. 

THE EUROPEAN COMMUNI'IY 

The Economic Situation in 1986 
In 1986, the EC economy experienced a 

fourth consecutive year of moderate economic 
growth. However, although inflation rates fell, 
trade surpluses mounted, and public deficits 
declined, high unemployment persisted. The 
EC's Council of Finance Ministers once again 

4-1 



cited unemployment as Europe's number one 
economic problem in 1986. 

In 1986, the EC registered a 2.5 percent av
erage growth rate in real gross domestic product 
(GDP) up slightly from 2.4 percent in 1985. 
GDP grew 2. 7 percent in Italy, 2.5 percent in 
West Germany, 2.4 percent in Great Britain, and 
2.3 percent in France. Ponugal and Spain, which 
entered the Common Market on January 1, 
1986, registered GDP growth rates of 4.2 and 
2. 7 percent, respectively. The best economic 
news for the EC concerned the average inflation 
rate, which declined from 5.8 percent in 1985 to 
3.6 percent in 1986, its lowest level in 20 years. 
There was deflation in West Germany of -0.5 
percent in 1986 and the rate of inflation was 2.5 
percent in France, 4.1 percent in Great Britain, 
and 6.4 percent in Italy. 

In general, domestic demand fueled growth, 
panicularly in the forms of relatively strong in
vestment in plant and machinery and private con
sumption. Although the EC Commission 
estimated that the growth of investment in plant 
and machinery declined to 6.1 percent in 1986 
compared with 8.0 percent in 1985, this slow
down was offset by an acceleration in the rate of 
private consumption growth from 2.3 percent in 
1985 to 3.8 percent in 1986. The average in
crease in industrial production in the EC was just 
2 percent between 1985 and 1986 compared with 
a 3.3-percent rise between 1984 and 1985; how
ever, this figure compares favorably with the EC's 
two major competitors-the United States and Ja
pan-which registered production changes of 1.1 
percent and -0.5 percent, respectively. Capacity 
utilization in European industry edged up slightly 
in January 1987 to 82.9 percent from the previ
ous survey in October 1986 (82.1 percent) and 
from January 1986 (82.4 percent). EC members' 
budget deficits averaged 4. 7 percent of the GDP 
in 1986, down from 5.2 percent in 1985. 

Although GDP growth accelerated slightly, 
the change was not sufficient to reduce unem
ployment in 1986. The growth of industrial in
vestment provided a small increase in the number 
of people employed, but the continued expansion 
of the civilian labor force resulted in continued 
high levels of unemployment. The average num
ber of registered unemployed rose t.3 percent 
from 15.9 million in 1985 to 16.1 million in 
1986. The unemployment rate in the EC re
mained stable at 12.0 percent in 1986. The rate 
of unemployment rose to 13.6 percent in Italy 
and to 10. 7 percent in France, and declined 
slightly to 11. 9 percent in Great Britain and to 8 .1 
percent in West Germany. 
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In 1986 the EC recorded its first trade sur
plus ($5.6 billion). The decline in the prices of 
oil and nonenergy raw materials provided the ba
sis for the improved trade position, which offset a 
decline in the EC's surplus in manufactured 
goods. Although the EC registered large in
creases in its deficits with Japan and with other 
industrialized countries of the Far East, the EC's 
trade surplus with other Western industrialized 
countries rose, and its trade deficits with develop
ing countries and with state trading countries were 
reduced. Intra-EC trade rose 4 percent by vol
ume and declined 2 percent in value. Spain's 
and Ponugal' s share of trade with other EC mem
bers increased in 1986 following their entry into 
the Common Market. 

Merchandise Trade With 
the United States 

The EC is 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 10 percent in 1986 to $125. 7 billion 
from S 114. 3 billion in 1985. 1 The EC market 
increased its share of U.S. merchandise exports 
from 22.6 percent in 1985 to 24.3 percent in 
1986. U.S. merchandise imports from the EC 
represented 20.5 percent of total U.S. merchan
dise imports from the world in 1986, up from 
19.7 percent in 1985. 

Table 4-1 shows that the United States re
corded a merchandise trade deficit with the EC of 
$25.2 billion, up 21 percent from $20.8 billion in 
1985. The U.S. trade deficit was $15.5 billion 
with West Germany, $5.8 billion with Italy, $4.7 
billion with Great Britain, and $3.1 billion with 
Fr,.mce. The U.S. trade deficit with West Ger
many ranked third in value among all U.S. trad
ing partners, accounting for close to 10 percent of 
the total U.S. trade deficit in 1986. Of the 12 
member nations of the EC, the United States re
corded trade surpluses with only the following: 
the Netherlands ($3.5 billion); Belgium/Luxem
bourg ($1.2 billion); Ireland ($0.4 billion); and 
Portugal ($21.6 million). The EC's share of the 
total U.S. trade deficit remained fairly stable be
tween 1985 and 1986, rising only slightly from 
15.3 percent to 15.5 percent. With the deprecia
tion of the dollar, U.S. exports to the EC climbed 
7.6 percent in 1986 to $50.3 billion, after declin
ing 3.1 percent in 1985 to $46. 7 billion. U.S. 
imports of EC products increased 11. 7 percent, 
from $67.6 billion in 1985 to $15.5 billion in 
1986, slightly less than the 13.1 percent growth of 
U.S imports between 1984 and 1985. 

1 Although enlargement of the EC from 10 to 12 mem
bers took place on Jan. 1, 1986, all 1984-86 statistics 
presented In table 4-1 and tables C-1 and C-2 are based 
on 12-member figures. 



T•ble 4-1 

U.S. merch•ndlH tr•d• with th• Europ••n Community, by SITC' No.. (Revl•lon 2), 1184-81 

(In thousand• of doUars) 

SITC. 
section 
No. Description 1984 

0 Food and llv• animals •.••••••••••••••••••••••••••••.• 3,727,585 
1 Beverages and tobacco ••••••••••••••••••.•.•.••••.•• 1,084, 183 
2 Crude m•terlals-lnedlble, except fuel •••.••••••••••••. 8,082,219 
3 Mlneral fuels, lubricants, etc ••••••••.••••••••••••.•••• 2,519,908 
4 Olis and fats-animal and vegetable ••.•.••.•••.••••••• 233,519 
5 Chemlcals •••••••••••.•••••••••.•••••••••••••••••••• 5,724,045 
6 Manufactured goods cta111fled by chief material •••••••.• 2,759,610 
7 Machinery and transportlon equipment •••••••.••••••••• 20, 103,217 
8 Miscellaneous manufactured articles .••••.•••••••••••.• 4,585,384 
9 Commodities and transactions not elsewhere cla11lfled •.• 1,410, 180 

Total ................. ······ ..................... 48,229,809 

0 Food and llve animals •••••••••••.••••••••.•••••••••.• 1,881,055 . 
1 Beverage• and tobacco ••.••••••••••••••••.•••••.•.•• 2,219,778 
2 Crude materials-Inedible, except fuel ••••••.•.•••••••• 778,700 
3 Mineral fuels, lubricants, etc •.•••••••••••••••••••.•••• 6,653, 185 
4 Olis and fats-animal and vegetable .•••••••••••••.••.• 73,393 
5 Chemlcale ••••.••••••••••••••••••.•••••••••••••••••• 5,837,287 
6 Manufacstured goods cla111fled by chief material ••.••••• 10,335,380 
7 Machinery and transportlon equipment ••••••••••••••••• 21,765,467 
8 Mlscellaneous manufactured articles •••••••.•.••.••••.• 8,257,906 
9 Commodities and transactions not elsewhere cla11lfled ••• 2,120,005 

Total 'I I I e II ff I I Ill I I If I I I I I I I I I I 1111 I If I I Ill I ol I I 59,722, 155 

' Standard International Trade Classification. 
Source: Compiled from offlclal statistics of the U.S. Department of Commerce • 

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

1985 

U.S. exports 

3,078,482 
1,072,924 
4,841,220 
2,881,785 

194, 149 
5,892,898 
2,556,290 

20,489,939 
4,497,260 
1,210,038 

48,712,746 

U.S. Imports 

2,111,843 
2,318,769 

789,276 
5,546,363 

80,973 
8,082,099 

10.844,979 
27,161,825 
10, 129,669 
2,486,986 

67,552,783 

1986 

3,268,238 
1, 185,213 
5, 118,412 
2,508,847 

155,591 
6,298,221 
2,937,504 

22,330,594 
5,082,848 
1,368,566 

50,251,834 

2,321,Hi9 
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 

Appendix table C-1 shows that the leading 
U.S. exports to the EC in 1986 consisted of office 
machinery parts ($3.S billion), computers 
($2.S billion), airplanes ($2.1 billion), soybeans 
($1. 9 billion), coal ($1. 9 billion), aircraft parts 
($1.9 billion), and engine parts ($1.6 billion). 
These products accounted for 31 percent of total 
U.S. exports to the EC. With the exception of 
coal, U .s. exports of these products increased in 
1986 compared with those in the previous year. 

Major Polley Developments 
Affecting Trade 

Table C-2 shows that the leading U.S. im
ports from the EC in 1986 were motor vehicles 
($10.0 billion), crude petroleum ($2.0 billion), 
airplanes and airplane parts ($1.S billion), motor
vehicle parts ($1.4 billion); and gold or silver bul
lion ($1.0 billion). These products accounted for 
21 percent of total U.S. imports from the EC. 
With the exception of crude petroleum, the value 
of each of these product categories increased in 
1986 compared with that in 1985. U.S. imports 
of European motor vehicles rose almost S 1. 7 bil
lion in 1986, representing a 20.4-percent increase 
over those during the previous year. The fall in 
the price of crude petroleum in 1986 contributed 
to a 32-percent decline in the value of U .s. im
ports of this product. 

In 1986, one of the major EC policies affect
ing trade was the continuation of heavy subsidiza
tion of the agricultural and steel sectors, although 
budgetary concerns prompted movements toward 
reform. Also, enlargement of the EC on Janua1y 
1, 1986, had repercussions on most third-country 
trading partners of the EC, including the United 
States. Finally, the EC's objective to meet com
petition from outside sources, particularly the 
United States and Japan, led to further progress 
toward achieving an internal market by 1992, in
cluding an EC-wide research and development 
policy. 

Agriculture 

In 1986, EC farmers continued to struggle 
against the effects of stagnating demand, persis
tent overproduction in main commodity sectors, 
and fierce competition in world markets. Falling 
prices, dwindling farm incomes, and declining 
levels of EC support plagued EC agricultural pro
ducers. 

Each spring, the EC Commission proposes 
common farm support prices for products cov-
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ered by the Common Agricultural Policy (CAP) 
to the EC Council for a decision. Proposals to set 
the prices for farm products in the 1986-87 mar
keting year were fiercely debated among those ag
ricultural ministers wanting to protect farm 
incomes and those hoping to gain control over the 
soaring costs of the CAP. The agreed proposals 
froze the prices of major farm products (common 
wheat, com, milk, butter, meat (including beef, 
veal, sheep, lamb and pork), sugar, oilseeds, cot
ton, rice, and potatoes). The intervention prices 
for many cereals (feed rye, sorghum, barley, and 
feed wheat) were reduced by 5 .0 percent. Prices 
also declined for durum wheat (4.0 percent), ol
ive oil (5.0 percent), peaches (7.5 percent), ap
ricots (4.0 percent), and tomatoes (1.5 percent). 
Tobacco support prices varied between no change 
and a decline of 6.0 percent. The only major 
food category to experience an increase in prices 
was peas and beans (up 1.0 percent). Other 
highlights of .the package included a 3-percent re
duction in milk quotas over 3 years and the insti
tution of a coresponsibility levy (producer tax) on 
cereals equal to 3 percent of the EC's interven
tion price. Small producers are exempt from the 
levy, which was designed to help finance the sale 
of surplus products on world markets and dis
courage production. 1 

Farm spending, which accounts for approxi
mately two-thirds of the EC budget, has contin
ued to increase rapidly, partly because of the 
effect of the falling U.S. dollar and partly because 
of saturated markets. Huge surpluses of butter, 
milk, beef and veal, and, to a lesser extent, cere
als, caused serious concern among farm ministers 
over the impact of the surpluses on the cost of the 
CAP. The desire to adapt the CAP to these 
changed market conditions led to approval of a 
reform package in December. The scheme, 
aimed at cutting dairy and beef surpluses, will re
duce milk production by 9. 5 percent over the two 
years ending April 1989 and will cut the EC's ex
cess beef stock-estimated at 590,000 tons at 
year's end-by reducing support prices by an av
erage of 11 percent in 1988.2 The package was 
hailed by EC officials as the first significant re
form achieved under the CAP. 

Steel 

Prospects for 19 8 6 steel production were 
bright at the beginning of the year when many EC 
steelmakers saw modest profits. However, a 

1 The text of the final compromise approved by the EC's 
Council of Ministers can be found in "Farm Prices: 
Agreement At Last on 1986/87 Prices and New Meas· 
ures to Mop Up EC Grain and Milk Surpluses, " Euro
pean Report, Apr. 25, 1986. 
2 The dairy agreement retains a 2-percent cut in national 
production quotas that began in April 1986 as part of the 
1986-87 marketing year pricing package agreed in the 
spring of 1986. Milk quotas shall be reduced further by 
4 percent in 1987 and S.S percent in 1988 under the new 
agreement. 
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downturn in the crude steel market resulted in a 
6. 7-percent decline in EC output in 1986 com
pared with that in 1985. Germany and Italy re
mained the EC's major producers, although Italy, 
along with Spain, experienced a noticeable de
cline in production (4.3 percent and 16.8 per
cent, respectively). Four EC countries-Den
mark, Portugal, Greece, and Ireland-increased 
crude steel production in 1986. 

Poor performance by the EC's steel industry 
delayed efforts to phase out the 1980 Davignon 
Plan and return to normal market conditions. 
The Davignon Plan, designed during the recession 
to restrUcture and modernize the EC's steel sec
tor, set up production and price controls and 
State subsidies to ailing plants for restrUcturing 
purposes. The EC Commission has argued that 
the steel industry is healthy enough to dismantle 
the quota system by the end of 1987. In October, 
the Commission proposed lifting price and pro
duction controls on four products: wire rods, 
light sections, merchant bars, and galvanized 
sheet. Under this proposal, the share of EC steel 
output subject to controls would have fallen from 
65 percent to about 45 percent. However, pres
sure from major steel producers slowed the liber
alization process; only production quotas on 
galvanized sheet were removed, lowering the pro
portion of steel under production controls by 5 
percentage points to 60 percent in January 1987. 
In return for continued protection on the three 
products, the major steel producers will draft a 
plan by spring 1987 for reducing annual excess 
steel capacity voluntarily. The European steel
makers propose a cut in production capacity of 
almost 12 million metric tons, over 50 percent of 
the 20 million metric tons of annual overcapacity 
projected to accumulate in the EC by the end of 
the 1980's. The Commission will make a deci
sion regarding its proposals to end quotas on the 
three products after it has reviewed the steel pro
ducers' plan in 1987.3 

Internal market 

To promote the economic integration of the 
12 separate national markets of the EC and thus, 
to foster EC competitiveness, a reform package
commonly referred to as the Single European 
Act-was endorsed by member governments in 
1985. This act, which amends the 1957 Treaty of 
Rome, the founding charter of the EC, is de
signed to streamline the EC's decisionmaking 
process and to create an economic area without 
internal frontiers. It was agreed that all nontariff 
measures including physical, technical, and fiscal 
barriers, be removed by December 31, 1992, to 
complete the internal market. Over 300 specific 

3 In March 1987, the EC's Industry ministers indicated 
the capacity cuts proposed by the steelmakers were not 
sufficient to eliminate surplus capacity. On June 1, the 
industry ministers will examine any new proposals by the 
steel producers and establish a new production quota 
system accordingly. 
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proposals for eliminating barriers, each with a 
timetable, were presented in a Commission white 
paper in 1985.' A rolling program of decisions 
was set up calling for 149 internal market deci
sions by June 1987. Although 1986 ended with 
only 68 of the planned 95 decisions agreed on or 
adopted, important measures were agreed upon 
in such areas as counterfeiting, good laboratory 
practices, technical standards on tractors and cer
tain trucks, and customs formalities for commer
cial vehicles among EC member states.2 The 
current backlog partially reflects the reluctance of 
individual countries to release the last remnants 
of State control of nontariff restraints on intra-EC 
imports. 

The Single European Act was intended to 
enter into force in January 1987; however, entry 
into force has been suspended until ratification by 
all member countries. One nation, Ireland, had 
not yet ratified the act by February 1987.3 

Research and development 

Concern over the international competitive
ness of advanced European technology has 
prompted the EC to strengthen its initiatives in 
cooperative research and development (R&D) 
programs. Member nations of the EC agree that 
individual countries cannot stand up alone against 
U.S. and Japanese competition; instead, they 
must pool their markets and their human, finan
cial, and technological resources. 

EC research is organized by a Community 
Research and Development Framework program. 
The purpose of the program is to sponsor "pre
competitive" research; i.e., research in the inter
mediate stage between fundamental research and 
subsequent development work that immediately 
precedes marketing. All programs under the 
framework initiative are open to non-EC nations 
in Western Europe. The framework program that 
expired at the end of 1986 encompassed a 
number of large-scale technology development 
programs. Such programs include ESPRIT 
(European Strategic Programme for R&D in In
formation Technology), RACE (R&D in Ad
vanced Communication Technology for Europe), 
and BRITE (Basic Research in Industrial Tech
nology for Europe). ESPRIT was launched in 
February 1984 and both RACE and BRITE were 
launched in 1.985. These programs continued to 
strengthen in 1986 with the successful negotiation 
of a growing number of contracts. 

A new framework program to cover the pe
riod 1987-91 is currently under consideration by 

1 For more details see the Operation of the Trade 
Agreements Program, 37th Report, 1985, pp. 144-145. 
2 For more specific information on the progress made, 
see "Internal Market Council: Success at Last," 
European Report, Dec. 2, 1986. 
:1 Following Ireland's vote of approval In a May referen
dum, the Single European Act will enter into force on 
July 1, 1987. 

the EC's Council of Research Ministers. This 
new program will be the first application of the 
Single European Act that provides for a true legal 
framework for R&D, including a provision for the 
adoption of a multiannual framework program. 
However, disagreement over the aims of EC re
search and the R&D budget has delayed approval 
of the program and held up progress on certain 
specific programs. In regard to the programs that 
should be covered under the framework program, 
the technologically advanced countries prefer to 
limit the initiative to those programs that promote 
industrial competitiveness through cooperative ef
forts, whereas, the technologically developing na
tions view the framework program as a means to 
help them catch up. In addition, the former has 
blocked approval of the program on grounds that 
the budget is too large. 

Another important European R&D program 
is EUREKA (European Research Cooperation 
Agency), which supplements the EC's framework 
research program. EUREKA was launched in 
1985 in an effort to enhance European technol
ogy in general and to raise the technological level 
of European countries to that of the United States 
and Japan.4 This program focuses on the rapid 
development of goods with high market potential 
compared with the EC's R&D framework pro
gram that concentrates on long-term research 
with less emphasis on immediate commercial ex
ploitation. Western European countries that are 
not members of the EC also participate in 
EUREKA. 

Two EUREKA Ministerial conferences were 
held in 1986: the first in June in London, and 
the second in December in Stockholm. Sixty-two 
new R&D projects were approved at the June 
meeting and an additional 37 projects were ap
proved in December, bringing the total number of 
approved projects under EUREKA to 109. These 
projects are estimated to cost $3. 7 billion, which 
will be financed by a combination of public and 
private sector funds. 

Enlargement 

On January 1, 1986, Spain and Portugal offi
cially acceded to the EC after 8 years of negotia
tions. Since that date, both nations have enjoyed 
the rights and have been subject to the obligations 
prescribed by the founuing treaties and subse
quent regulations of the Ec.s EC members elimi
nate tariffs among themselves (the customs 
union), set up a common external tariff (CET) 
wall that treats imports from nonmembers 

• EUREKA also was a response to the implementation 
or the research phase of the U.S.-sponsored Strategic 
Defense Initiative (SDI). See the Operation of the 
Trade Agreements Program, 37th Report, 1985, 
pp. 145-146. 
a The body of EC law and rules is known as the "acquis 
communautaire." 
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uniformly, and regulate the terms of competition 
among their firms (the Common Competition Pol
icy). 

Transitional arrangements have been negoti
ated in order to delay the full impact of the ef
fects of accession. 1 The accession treaties call for 
the elimination of the majority of Spanish and 
Ponuguese internal tariffs by 1992 when the two 
countries fully integrate into the customs union. 
Free movement of goods, services, capital, and 
labor will be achieved within 7 years, with some 
exceptions. In addition to dismantling customs 
d1Jties between the entrants and the 10 former EC 
members, Spain and Portugal will gradually align 
their external customs tariffs with the EC's CET 
over the next 7 years. The first staged reduction 
of Portuguese and Spanish external tariffs was im
plemented on March 1, 1986. These countries 
have also adopted the preferential tariffs granted 
by the EC to the developing nations and those 
negotiated with African, Caribbean, and Pacific 
countries and the Mediterranean countries by co
operation agreements.2 Spanish and Portuguese 
trade relations with the European Free Trade As
sociation (EFT A) countries (Switzerland, Aus
tria, Norway, Sweden, Iceland, and Finland) are 
based on agreements reached between the EC 
and EFTA. 

The EC's integrated Mediterranean pro
grams (IMP), a special form of regional aid, was 
approved in 1985 to secure support from the EC's 
southern agrarian regions for Spanish and Portu
guese accession. A spending package for Greece, 
France, and Italy was approved to give these 
countries the means to meet increased competi
tion resulting from enlargement. In September, 
the first IMP was officially launched. This pack
age will finance a series of infrastructure and de
velopment projects on Crete. 

On February 12, the General Agreement on 
Tariffs and Trade (GA 1T) formed a working 
party to determine whether or not the provisions 
for accession of Spain and Portugal to the EC 
meet the basic obligations set out in GA 1T article 
XXIV:S. Article XXIV:S requires that the EC 
demonstrate that "the duties or other regulations 
of commerce . . . are not on the whole higher or 
more restrictive than the general incidence of the 
duties and regulations . . . prior to the formation 
of the union." In 1986, the working party met 

I For a complete discussion or the provisions or the 
accession treaties, see the Op1ration of the Trade 
A1r1em1nts Proiram, J7th R1port, 1985, pp. 20-24. 
1 These programs Include GSP: Lome Ill, the 5-year 
aid, trade and Investment treaty that entered into force 
on May 1, 1986, and links the EC-12 with 66 developing 
nations In Africa, the Caribbean, and Pacific Basin; and 
EC trade agreements with 12 Mediterranean Basin 
countries that are under renegotiation to ensure that their 
traditional export sales to th!= EC are maintained in the 
wake or Spanish and Portuguese accession. 
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three times to discuss with the EC's trading part
ners the impact of enlargement on third countries 
and its consistency with article XXIY:S.3 

U .S.-EC Bilateral Trade Issues 

Overview 
The year 1986 marked a second particularly 

contentious year in U .S.-EC trade relations. Ag· 
ricultural trade issues continued to be the source 
of the most serious disputes because of the mas
sive imbalance in global agricultural supply and 
demand. However, several key agreements were 
also reached, fostering encouragement for the fu
ture of the U .S.-EC trading relationship. En
largement of the EC dominated the bilateral 
agenda throughout the year, but threats of retali
ation and counterretaliation were stymied through 
negotiations that ended first in a temporary truce 
on July 1 and then a more permanent solution in 
January 1987. U.S. and EC officials also signed 
an accord addressing a longstanding U.S. com
plaint that EC duty preferences on Mediterranean 
citrus products discriminated against U.S. citrus 
exports. Unilateral measures and countermea
sures that were imposed in a dispute over the 
level of EC exports of semifinished steel to the 
United States were abandoned when the two par
ties agreed to set quotas. Also, EC officials wel
comed the lapse of the manufacturing clause of 
the U.S. Copyright Act, which prohibited imports 
of books by American authors that were printed 
abroad.4 Lastly, both U.S. and EC officials sup
ported the Punta del Este agreement on launching 
a new round of multilateral trade negotiations 
(MTN), especially noteworthy for the compro
mise struck to include all agricultural trade issues 
in new round discussions. 

Several important bilateral issues were pend
ing at the end of the year, however, including 
U.S. access to Europe's telecommunications mar
ket, the EC's ban on the use of hormones in meat 
production,s West German exports of machine 
tools to the United States, EC subsidies to Airbus, 
and agricultural subsidies. In addition, EC offi
cials have protested the bilateral accord between 
the United States and Japan concerning semicon
ductors. 

Agriculture 

Agricultural subsidies and the Uruguay Round 

Increasing productivity, stagnating demand, 
and strong farm support programs have led to 
massive surpluses in agricultural markets. The 
downward pressure on farm prices and incomes 
caused by global oversupply, combined with the 

3·For a discussion of GATT art. XXIV:6 negotiations 
with the United States, see the section below entitled 
"Enlargment-related farm trade dispute., .. 
~ For more details about the EC complaint on the U.S. 
manufacturing clause in the GATT, see ch. 2. 
11 For a complete discussion of this issue, see the ch. 2 
section on the Standards Code. 
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difficulties in transferring labor from the agricul
tural sector to other occupations, have led the EC 
and the United States to continue to allocate huge 
sums to suppon farm incomes, contributing fur
ther to the problems associated with structural 
surplus. Although both countries recognize the 
fundamental problems of surplus production ca
pacity and of subsidies underlying their trade ten
sions, they are reluctant to make major reforms 
in the politically sensitive sector. Instead, the 
battle for market share escalates as the two na
tions attempt to rid themselves of surpluses and 
maintain their trading position in farm products. 

Both countries now lay their hopes for agri
cultural reform on the new round of MTN. With 
agricultural expenditures mounting, they have a 
particular incentive to negotiate reforms. Al
though the EC adamantly defended the preserva .. 
tion of the CAP at the GA 'IT Ministerial meeting, 
agreement was reached to cover all agricultural 
trade issues in discussions. 

Citrus and pasta 

The citrus dispute had its beginning in the 
early 1970's after the EC lowered tariffs on citrus 
fruits from cenain non-EC Mediterranean coun
tries as a form of development aid.1 In 1982, the 
U.S. Government lodged a formal complaint with 
the GA 'IT claiming that EC duty preferences on 
Mediterranean citrus products discriminated 
against U.S. citrus exports. The repon issued by 
the GA 'IT dispute settlement panel in December 
1984 found that the United States had been af
fected adversely by the preference scheme on 
fresh oranges and lemons and should be compen
sated. However, the EC blocked adoption of the 
panel repon, insisting that the tariff preferences 
were necessary to promote political stability in the 
region. The United States responded in June 
1985 by announcing its intention of increasing 
duties on U.S. imports of EC pasta in retaliation. 

The entrance of pasta into the citrus conflict 
resulted from another ongoing trade dispute be
tween the United States and the EC. In a sepa
rate case brought by the U.S. Government before 
the GA Tr Subsidies Code panel, EC export sub
sidies on the durum wheat component of pasta 
were found in violation of the Code. The ruling, 
made in May 1983, was never formally adopted 
and the United States took no direct action in 
response to the case. 

Negotiations between U.S. and EC officials 
during July 1985 succeeded in postponing the 
proposed U.S. tariff increase on pasta. EC 
threats of retaliation and its agreement to lower its 
subsidies on pasta by 43 percent led to a tempo
rary truce to provide time to negotiate in a calmer 
atmosphere. However, the moratorium ended 
without agreement. On November 1, 1985, the 

1 For further details, see ch. 5 for a discussion of the 
sec. 301 case brought in 1976. 

U.S. Government raised its impon duties on pasta 
products. In response, the EC increased its tariffs 
on imports of U.S. lemons and walnuts. In addi
tion, the EC raised its subsidies on pasta, elimi
nating the reduction in subsidies that was imposed 
in July. 

With the accession of Spain and Portugal to 
the EC in early 1986, the dispute intensified. 
Under enlargement, the EC began to phase out its 
duties on imports of citrus products from Spain 
and Ponugal. To preserve the market of the non
EC Mediterranean producers, the EC also began 
to renegotiate its preference on imports of Medi
terranean citrus. The United States reacted to 
the possible granting of funher preferences on 
Mediterranean citrus by imposing a deadline of 
July 31 to reach a settlement. To apply funher 
pressure on the European negotiators, the Reagan 
administration also withheld its signature on a 
separate agreement raising impon quotas on 
semifmished steel. As the deadline drew near, 
the EC proposed an extension of 4 months. The 
United States rejected the proposal, and intense 
negotiations ensued to meet the deadline. 

On August 10, U.S. and EC officials finally 
signed an agreement ending the long-term citrus 
conflict. The terms of the agreement encom
passed four major areas. First, the trade barriers 
imposed in November 1985 were dismantled. 
The Europeans agreed to lift their November re
strictions on U.S. lemons and walnuts, and the 
U.S. Government agreed to dismantle its tariffs 
on EC pasta.2 Second, the EC and the United 
States agreed to lower tariffs, or raise quota lev
els, on a variety of other products. Specifically, 
the EC granted tariff quota concessions on im
ports of U.S. grapefruit, lemons, certain sweet or
anges, almonds, roasted ground nuts, and frozen 
orange juice. The United States, in tum, agreed 
to lower tariffs, or raise quota levels, on imports 
of EC anchovies, cheese, satsuma oranges, olives, 
capers, cider, paprika, and olive oiJ.3 Third, the 
U.S. Government agreed not to challenge in 
GATI the legality of present or future preferen
tial trade accords between the EC and the 12 
non-EC Mediterranean countries. However, this 
settlement does not preclude the United States 
from requesting compensation for damages on 
noncitrus products. Lastly, settlement of the 
pasta dispute was postponed. Although the legal
ity of the subsidies on pasta may not be deter
mined for years, the amount of the subsidies must 
be negotiated by July 1987. 

2 These restrictions were lifted on Aug. 21. 
3 On Mar. 18, 1987, the United States raised its quotas 
on imports of certain EC cheeses and, in return, the EC 
reduced tariffs on certain sweet oranges, Minneolas 
(grapefruit hybrids), and frozen orange juice. Definitive 
implementation of the entire agreement, including further 
tariff and quota concessions by both sides, is dependent 
on Congressional passage of legislation granting tariff
cuuing authority. 
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On October 27, the member nations of the 
EC ratified the agreement. Opposition by the 
leading EC citrus producers-Spain, Italy, and 
Greece-had held up EC ratification but they 
dropped their objections in return for assurances 
that their own citrus trade would not suffer. 

Enlargement-related /arm trade dispute 

Of all the issues that stem from enlargement 
of the EC, its effect on U .s. agricultural trade 
caused the most serious tensions between the 
United States and the EC in 1986. According to 
the terms of the accession treaties, on March 1, 
1986, Spain and Portugal imposed several meas
ures that would impede imports from nonmember 
nations, including the United States. In particu
lar, the EC imposed quotas on Portuguese imports 
of soybeans and required that 15.5 percent of its 
grain be purchased from other member countries. 
With Spain's adoption of the EC's system of vari
able impon levies, the EC also raised tariffs on 
com and sorghum imported into Spain from 20 
percent to over 100 percent .. 1 

The dispute over EC restrictions affecting ex
ports of U.S. soybeans and grains to Portugal 
ended in May. At that time, the President im
posed quotas on a variety of imports from the EC, 
including white wine valued over $4 per gallon, 
chocolate, candy, apple and pear juices, and 
beer. Because the EC claimed that its Portuguese 
measures would not hurt U.S. exports, the ad
ministration set quotas large enough so that they 
had no immediate impact on trade. 

On May 15, in response to the increase in 
Spanish tariffs on com and sorghum, the Presi
dent published a list of EC products-including 
wines, brandies, gin, cheeses, and sausages-that 
would be affected by U.S. restrictions on July 1 if 
the EC did not provide adequate compensation 
by that date. On June 16; the EC set forth a plan 
to curb imports of U.S. wheat, rice, and corn glu
ten feed should the United States impose its re
strictions on July 1. 

After intensive negotiations, U.S. and EC of
ficials agreed on July 2 to a 6-month settlement. 
Under the compromise, Spain was allowed to re
tain its high level of tariffs on com and sorghum 
that were enacted as a condition for joining the 
EC. However, the EC agreed that should U.S. 
shipments of these products to Spain fall below 
234,000 metric tons per month-roughly equiva
lent to 1985 levels-other EC members would re
duce their tariffs on these products to make up 
for the shonfall. 

The temporary truce was designed to grant 
time to negotiate permanent compensation 
through the GATI. After the expansion of a 

1 For a discussion of U.S. agriculture's concerns with 
these restrictions, see the Op11atlon of the Trade Agree
ments Program, 37th Report, J98S, pp. 23-28. 
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customs union, GATI article XXIV:6 requires 
negotiations for compensation on a bilateral basis 
for any withdrawal of previously negotiated trade 
concessions. However, the EC failed to offer ac
ceptable compensation before the December 31 
deadline. Key differences remained, particularly 
those regarding whether or not 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.2 

Because no compensation agreement was 
forthcoming, on December 31, the Reagan ad
ministration announced its intention of imposing 
200-percent duties on imports of· European agri
cultural products, including certain cheeses, white 
wine, brandy, gin, canned hams, endive, carrots, 
and olives. To provide time to settle the dispute, 
the increased U.S. duties are to go into effect at 
an unspecified date, but no later than January 30, 
1987.3 

Steel 

In late 1985, the 1982 U.S.-EC Arrange
ment Concerning Trade in Cenain Steel Products 
(the arrangement) was renewed limiting EC steel 
shipments to 5.5 percent of the U.S. market 
through September 30, 1989.4 Although the 
scope of the 1982 arrangement was broadened to 
cover new steel products, semifinished steels con
tinued to be treated as "consultation products" in 
the 1985 pact. Since U.S. and EC officials could 
not agree on acceptable limits during the renewal 
negotiations, the two factions agreed to subject 
semifinished steel products to discussion if EC 
shipments to the U.S. market increased signifi
cantly. 

On December 30, 1985, the United States 
unilaterally imposed quotas on imports of EC 

• See the Operation of the Trade Agreements Program, 
37th Report, J98S, pp. 27-28. 
' Soon after the U.S. announcement, EC officials 
Indicated that they were prepared to take counter
retallatory measures against imports of U.S. com gluten 
feed and rice If no agreement were reached, and the 
United States carried out the threatened restrictions. 
However, on January 29, the EC agreed to provide the 
Unlti=d States with what was considered adequate com• 
pensation. Under the agreement, the EC will ensure that 
Spain Imports 2 million metric tons of com and 300,000 
metric tons of sorghum from non-EC suppliers over each 
of the next four 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 Commis· 
sion. Alternatively, the quota can be filled by substitute 
products such as com gluten feed, citrus peels and 
pellets, and brewing residues. Another provision of the 
agreement withdrew the requirement in the enlargement 
treaty that Portugal purchase at least 15 percent of Its 
grains from the EC. The EC also agreed to provide 
further compensation in the form of lower tariffs on over 
20 Industrial and agricultural products including 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 ta. iff rate on soybean products and corn 
gluten feed. 
• See the Opera.ion of the Trad1 Agr1ements Program, 
31th R1port, J98S, pp. 152-154. 



semifinished steel products. EC shipments were 
limited to 400,000 short tons annually over the 
period January 1, 1986, to September 30, 1989, 
with an additional 200,000 short tons a year al
lowed to cover contracted shipments from British 
Steel Corp. to Tuscaloosa Steel of Alabama. The 
EC protested the action by imposing retaliatory 
measures against imports of U.S. fertilizers, 
coated paper, and animal fats effective February 
15, 1986, to November 15, 1989. 

In June 1986, the United States and the EC 
agreed to abandon these measures and broaden 
the 1985 arrangement to cover semifinished steel. 
The new limits on EC semifinished steel exports 
to the United States are as follows (in short tons): 
300,000 from July through December 1986; 
620,000 in 1987; 640,000 in 1988; and 502,500 
from January through September 1989. In addi
tion, the United Kingdom is permitted to export 
200,000 tons annually to a steelmaking plant in 
Tuscaloosa, AL. The EC agreed to rescind the 
retaliatory measures it imposed in February when 
the new agreement became effective. 

The EC's signature on the semifinished steel 
accord was subject to the approval of the EC's 
Council of Ministers. Because of an internal dis
pute among ministers on the allocation of the 
quota among EC member countries, the EC's sig
nature was delayed until July 16. The burden 
sharing plan that was agreed to is as follows: Ger
many, 50 percent; France, 14.5 percent; Italy, 
3 percent; United Kingdom, 4.5 percent (in ad
dition to the 200,000-ton special reserve to Ala
bama); the Netherlands, 15 percent; and 
Belgium and Luxembourg, 13 percent. Denmark 
and Ireland do not supply semifinished steel 
products to the United States and both Spain and 
PortUgal have separate agreements with the 
United States. 

Implementation of the agreement was further 
delayed, however, when the United States re
fused to approve it until the ongoing citrus dispute 
was resolved. Although the citrus accord was not 
officially settled until October, U.S. officials were 
persuaded to implement the semifinished accord 
on September 15. On September 13, the EC 
dropped its retaliatory trade measures adopted in 
February. 

Semiconductors 

On September 2, the United States and Ja
pan signed a 5-year agreement designed to in
crease the foreign share of the Japanese 
semiconductor market and prevent dumping of 
semiconductors in the United States and third 
countries.1 The Japanese agreed to monitor costs 
and export prices of Japanese semiconductor 
firms in order to prevent pricing at less than fair 

1 For a further discussion of this accord, see the ch. 4 
section on Japan. 

value (L TFV). A provision to req4ire the moni· 
toring of third-country pricing was also included. 
This provision was designed to both discourage 
U.S. producers of semiconductor-utilizing prod· 
ucts, such as computers, from moving offshore to 
take advantage of lower-priced chips, as well as to 
restore the competitive edge of U.S. semiconduc
tors in their export markets. In addition, it was 
hoped such a provision would assuage European 
concerns that the agreement would divert Japa
nese chips from U.S. to EC markets and thereby 
hurt EC manufacturers of semiconductors. 

However, the EC protested the agreement 
for two major reasons. First, the EC is concerned 
that the potentially privileged access of U.S. firms 
to the Japane::e market could threaten EC ex· 
ports to Japan. U.S. officials claim that access to 
the Japanese market does not single out Ameri
can chips but is laid out in the accord in terms of 
"foreign" chips, including semiconductors from 
the EC. However, the EC charges that an unoffi
cial understanding guarantees U.S. firms access to 
Japan at the expense of competing EC suppliers.2 

Second, the EC criticized the monitoring of 
Japanese exports to third countries and the subse
quent price increase for certain types of semicon
ductors on the EC market. The EC alleges that 
the United States and Japan, which together ac
count for about 80 percent of world semiconduc
tor production, now have the power to arbitrarily 
. set semiconductor prices on the world market, in
cluding prices in Europe. The EC objects in prin
ciple to the accord which affects third countries 
without their prior approval. 

The exact effect of the U .S.-Japanese accord 
on prices in the EC market is unclear. EC com
puter manufacturers and other consumers of 
chips charge that the pact has increased the prices 
of imports of Japanese semiconductors in the EC. 
By contrast, the European Electronic Component 
Manufacturers' Association (EECA) claims that 
the prices of some types of semiconductors have 
fallen since the accord was implemented. The 
EECA fears that Japanese producers will decrease 
prices in the future to gain market share in 
Europe.3 The EC Commission summarizes the 
problem as follows: the effect of the pact, to the 
detriment of EC industries that use them, has 
been to raise the price of semiconductors that are 
not manufactured in the EC, but to continue to 
dump in the EC those types of semiconductors 
that are also manufactured in the EC, thereby 
hurting the EC's chip industry. 

a In early 1987, U.S. producers complained to Japan 
that U.S. sales of semiconductors to Japan had in fact 
fallen since the pact was signed. 
:i On Feb. 26, 1987, the EECA filed a formal complaint 
with the EC Commission alleging that Japanese dynamic 
random access memories (DRAM) microchips are being 
sold in the EC at unfairly low prices. 

4-9 

7? 



On October 8, the EC requested the GA 1T 
to invesdpte the legality of the U .S.-Japanese 
semiconductor accord. The EC's complaint in 
the GA 1T is twofold. First, the EC requested 
formal consultations under anicle XXII of the 
GAIT, which is part of the GA1T's dispute set· 
dement process.1 The EC also charged that the 
U .S.·Japanese accord violates the GA 1T An· 
tidumping Code by controlling export prices to 
third countries. The EC claims that under the 
Code, only the importing country has the right to 
decide on appropriate antidumping measures af· 
fecting its market. Consultations began in No· 
vember under GA IT anicle XXII and anicle XV 
of the Antidumping Code.2 

On another semiconductor issue, the EC 
agreed to provide copyright protection for imports 
of U.S. semiconductors. Under the directive ap· 
proved December 1, the 12 EC member nations 
must enact legislation protecting the designs of 
U .S.·made chips. Only the United Kingdom al· 
ready has such legislation in place. The directive 
was approved in response to a U.S. law-the 
Semiconductor Chip Protection Act of 1984-that 
ensures copyright protection for foreign chip 
manufacturers in the United States only if recip
rocal protection is provided for U .S.·produced 
semiconductors abroad. 

Airbus 

U.Si·. claims that Airbus lndustrie, a Euro· 
pean aircraft manufacturing firm, is being unfairly 
subsidized led to two sets of consultations in 1986 
to resolve the dispute. Airbus Industrie is a pub· 
lie/private corporation co-owned by Aerospatiale 
of France, Deutsche Airbus of West Germany, 
British Aerospace and Constructores Aeronau· 
ticas of Spain. The U .s. aerospace industry 
charges that Airbus is unfairly competing with 
U.S. firms because of government subsidies pri· 
marily in the form of long·term low-cost loans. 
The administration claims that government aids to 
Airbus builders and State-backed financial incen· 
tives to potential customers of Airbus violate the 
Agreement on Trade in Civil Aircraft, one of the 
Tokyo Round codes. Specifically, anicles 4 and 
6 prohibit trade-distorting subsidies and unfair in· 
ducements for potential purchasers. 

U.S. officials and representatives from the 
three major Airbus partner Governments of Brit· 
ain, France, and West Germany debated the is· 
sue in March and June. (Spain has not 
panicipated in the talks because it has less than a 
S·percent stake in the company.) Both sides 

1 See also ch. 2 section on dispute settlement proceed
lnp in the GA TT. 
1 The EC also requested the GA TT to set up a dispute 
settlement panel under article XXIII to investigate the 
U.S.-Japanese semiconductor pact. On Mar. 4, 1987, 
the United States and Japan blocked the EC attempt at 
the GA TT Council meelln1; however, at the next 
Council session on Apr. 15, 1987, a consensus was 
reached to establish a panel. 
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· agreed to monitor more closely customer induce· 
ments but the subsidies issue remained in a stale· 
mate. The Europeans allege that their loan 
system does not constitute illegal subsidization. 
Moreover, the Airbus partners charge that the 
United States subsidizes its aircraft industry as 
much as the Europeans through generous defense 
contracts as well as tax benefits. The Europeans 
add that Airbus provides healthy competition for 
the U.S. industry, which holds about three
fourths of the world market. Further meetings in 
1987 are planned.3 

Telecommunications 

In comparison with the less regulated U.S. 
telecommunications market, the United States is 
concerned that EC countries are not liberalizing 
their telecommunications markets sufficiently. 
EC regulatory policies and procurement practices 
concerning telecommunications services and 
equipment limit the ability of U.S. firms to enter 
the EC market. In most EC member countries, 
government monopolies control the provision of 
telecommunications services and often operate 
strict "buy national" policies.4 

To improve access to the EC market for U.S. 
telecommunication services and equipment com· 
panies, the United States initiated a series of 
country specific discussions known as market ac· 
cess fact-finding (MAFF) talks. These informal 
discussions are not intended to be actual negotia
tions but to serve as preparation for negotiations 
on this subject matter, either bilaterally or in the 
context of the new trade round. MAFF talks give 

a The United States is now concerned not only with past 
subsidization of Airbus and special customer Induce
ments, but also with subsidies to be sranted to launch a 
new series of aircraft. In the U.S. view, Airbus would 
be violatin1 the Aircraft Code which prohibits 1ovem
ments from subsldlzin1 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, but the Europeans respond that the subsidies are 
loans that will be repaid. To clarify the U.S. allega
tions, French, British, and German representatives met 
with U.S. officials in Europe on Feb. 2-4, 1987. 
Because the United States failed to convince the 1ovem
ments concerned that the Airbus project is contrary to 
their obll1ations under the Aircraft Code, U.S. officials 
requested a special meeting of the GA TT Aircraft 
Committee to begin talks within the GA TT framework. 
The United States is seekin1 clarification of the Code's 
clauses and hopes Code members will be able to asree 
on an explanatory note to the Code deflnin1 the allow
able use of subsidies. At the special Mar. 19-20 
meetln1, the United States asreed to accommodate EC 
objections that the Aircraft Committee discuss subsidies 
for civil aviation in general rather than for Airbus In 
particular. In exchan1e 1 the EC agreed to discuss the 
Issue In ongoing repllar sessions of the Committee. 
4 On Mar. 18, 1987, 'the EC Commission unveiled plans 
to liberalize EC public procurement markets, including 
national telecommunications markets that have generally 
been preserved for national bidders. Although the 
proposed changes would only liberalize procurement 
practices among EC member nations, it is possible that 
further steps could be taken to broaden procurement 
opportunities for non-EC bidders. 



both sides the opponunity to exchange informa
tion about their respective telecommunications 
environments. The United States hopes to gain 
information on national policies and regulations 
that affect the provision of telecommunications 
services and equipment and that may pose barri
ers to U.S. exports. So far, the United States has 
conducted MAFF talks with West Germany, It
aly, and France. 

The EC Commission also met with U.S. dele
gations in 1986 to discuss developments on the 
telecommunications market. These meetings fo
cused on developing closer cooperation in work 
on international standards for information tech
nologies and telecommunications. 1 

Machine tools 

On May 20, President Reagan announced 
that he would request four countries-West Ger
many, Switzerland, Japan, and Taiwan-to volun
tarily reduce their exports of machine tools to the 
United States on national security grounds.2 Cur
rently, total imports account for about 42 percent 
of U.S. machine tool sales. West Germany, the 
only EC member addressed directly in the Presi
dent's program, is the second largest supplier of 
machine tools to the U .s. market, following Ja
pan. Whereas Japan and Taiwan both agreed to 
restrain exports for the 5-year period beginning 
January 1, 1987,3 West Germany and Switzer· 
land did not agree to formal voluntary restraint 
agreements (VRA's). As a result, on December 
16, the President announced that the U.S. Gov· 
emment would monitor machine tool imports 
from West Germany and Switzerland to deter· 
mine whether they exceeded certain limits. If it is 
determined that these levels have not been met 
and the integrity of the machine tool revitalization 
program is being undermined, the President indi
cated he would be prepared to take unilateral ac
tion under U.S. law. In addition, the President 
announced that the United States would take re
medial action against any othc.'r major machine 
tool supplier-including Italy, the United King
dom, and Spain-that took advantage of import 
curbs on other countries to increase its market 
share. The restraints, set at 1981 or 1985 levels, 
were scheduled to take effect on January 1, 1987. 
Germany's sales to the United States of lathes, 
machining centers, and punching and shearing 
machines would be affected by the action. 

1 In February 1987, the United States and the EC agreed 
to cooperate in the telecommunications sector through 
information exchanges and standardization work. Both 
sides agreed to exchange information regUlarly on 
technical and political developments in the field. They 
hope that closer cooperation on the standards issue will 
ensure the "interoperability" of new products. 
1 For a discussion of the findings of the section 232 
investigation that led to the President's machine tool 
program, see ch. 5. 
' For further information on the Japanese and 
Taiwanese agreements, see the ch. 4 sections on Japan 
and Taiwan. 

In response to the announcement, the EC 
and West German Government indicated that 
they would not recognize the newly imposed lim
its. 4 The EC rejected the U.S. national security 
argument and claimed that the U.S. action is con· 
trary to the GA TT standstill commitments made 
by GATT Contracting Parties (CP's) at Punte Del 
Este in September. e However, the prospects for a 
serious dispute appear to be diminishing. Be
cause of the weakness of the dollar, U.S. imports 
of German machine tools are not expected to 
reach the newly imposed ceiling. If the United 
States enacts restrictions, the EC Commission has 
indicated that it will propose remedial action. 

CANADA 

The Economic Situation in 1986 

Canada experienced a strong economic 
downturn in early 1986. Unlike 1985, when 
strong domestic demand allowed Canada to offset 
poor economic conditions in the United States, 
1986 was marked by a pronounced economic 
slowdown. Higher taxes in Canada and the drop 
in oil prices contributed to the situation.7 The 
external sector, particularly dependent on the 
United States, registered negative performance 
during the year. 

Unemployment has been of particular con
cern in Canada where, despite impressive growth 
figures prior to 1986, a high rate of unemploy
ment has persisted. In January 1986, the rate fell 
to 9. 8 percent, the first time that unemployment 
registered below 10 percent since 1981. The rate 
continued downward during the year, registering 
9.4 percent for the final quarter. In 1986, unem
ployment averaged 9.6 percent, down from 
10.S percent the previous year. 

The manufacturing sector stagnated, and 
shipments and new orders fell. During the last 6 
months of the year, the manufacturing downturn 
was somewhat offset by an increase in the number 
of housing starts. 

4 For a discussion of the EC reaction, see for example 
European Report, "EEC/US: US limits Machine Tool 
Imports," Dec. 19, 1986, pp. V-3; International Trade 
Reporter, "EC, West German Government Protest U.S. 
Action to Restrict Machine Tool Imports," Dec. 24, 
1986, pp. 1537-1538; and Europ1an Community News, 
No. 1, Jan. 8, 1987. 
e The standstill agreement commits each of the GA TT 
contracting parties to desist from imposing any new 
protectlonst measures before the Uruguay Round gets 
underway. 
• The EC was also concerned that the lil'lt!ed States 
contacted the West German Government directly rather 
than the EC Commission since the Commission, not 
individual member states, has competence over all 
external trade matters. 
7 The oil price decline caused serious declines In Federal 
(and Provincial) energy tax revenues. This worsened the 
budget deficit problem and is believed to have contributed 
to the weak Canadian dollar. 
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Consumer spending in Canada rose markedly 
in 1986. This rise was financed primarily by 
household savings. The Canadian savings rate 
dropped to 9 percent, its lowest point in 12 
years.1 The consumer was the Canadian engine 
of growth in 1986.2 

In 1986, Canada determined that real GDP 
would be its measure of aggregate economic activ
ity .3 Canadian GDP grew at a rate of 3.2 percent 
in 1986, down from 4 percent in 1985. 

After falling 3.6 percent in 1985, the trade
weighted average value of the Canadian dollar 
continued downward in 1986. The Canadian dol
lar hit a record low of USS0.6913 cents in Febru
ary 1986. The decline for the first quarter was 
13.1 percent. From March through December of 
the year, the Canadian dollar remained in the 
USSO. 72 to SO. 73 cent range. The weakness in 
the Canadian dollar reflects the difference in the 
rates of inflation in each country: consumer 
prices rose an average of 4.3 percent in Canada 
in 1986; the comparable U.S. increase was 1.3 
percent. The stubborn budget deficit-greater on 
a per capita basis than that of the United States
is believed to be another major reason behind the 
shrinking Canadian dollar. The Canadian Fed
eral budget deficit was equivalent to 6. 7 percent 
of GDP in 1986.• 

A marked deterioration in Canada's external 
sector performance characterized 1986. Canada's 
current account deficit, almost zero in 1985, rose 
to nearly Can$9 billion in 1986. In August 1986, 
Canada recorded its first deficit in the trade bal
ance in over 10 years. The depreciation of the 
Canadian dollar, weak commodity prices, and the 
continued downturn in the United States all con
tributed to the deterioration. 

Merchandise Trade With 
the United' States 

Cana~a ranks as the single most imponant 
trading panner of the United States. Two-way 
trade between the two countries is greater than 
that between any of the world's trading panners. 
In 1986, the bilateral trade turnover was eclipsed 
slightly by that between the EC and the United 
States. 

' The U.S. savings rate is 4.5 percent. 
a This role is expected lo be taken over by exports in 
1987 as a stronger U.S. economy and appreciation of 
Japanese and European currencies bolster Canadian sales 
abroad. See Busin1ss Am1rica, Mar. 30, 1987, p. 24. 
:1 To measure overall production, Statistics Canada 
(StatsCan) replaced Gross National Product (GNP) with 
GDP. Since Canada sends more revenue out of the 
country than it receives, its GDP is higher than its GNP. 
(GDP includes revenues paid lo nonresidents and ex
cludes revenues from Canadians abroad.) StalsCan 
believes that GDP will provide a truer indicator of 
Canadian production. 
• The comparable U.S. figure is 5.5 percent of the GNP 
in 1986. 
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At a time when Canada has maintained a 
healthy positive balance in merchandise trade 
with the United States,s its balance with major 
European trading panners and Japan has become 
negative. This fact underscores the already im
ponant role of the U.S. market to Canadian trad
ers. Nearly three-fourths of Canada's world trade 
is with the United States. 

Mirroring declines in both imports and ex
ports, U.S. merchandise trade with Canada was 
off by 2.4 percent in 1986 (table 4-2). The de
cline in U.S. exports to Canada .was 4.5 percent, 
whereas U.S. imports from Canada fell slightly by 
1.1 . percent. Overall trade was measured at 
slightly above S 111 billion. The bilateral trade 
deficit in 1986 was $25.2 billion.8 With the drop 
in U.S. exports to Canada being four times 
greater than the decrease in imports, the bilateral 
trade deficit increased by· 5.5 percent between 
1985 and 1986. 

Discrepancies in trade data are a source of 
ongoing concern between Canada and the United 
States. The problem results from inaccuracy of 
U.S. (and, to a lesser extent, Canadian) e,.~port 
statistics. A number of companies fail to file vol
untary export documents with U.S. Customs be
fore their goods are exported to Canada. This 
has resulted in an underreporting of u .s. exports, 
and has overstated the size of the U.S. bilateral 
trade deficit. Since import statistics are a more 
detailed and a more accurate measure of trade, 
their use would result in more reliable trade data. 
By 1990, both countries have agreed to use one 
another's import statistics as a basis for trade bal
ance calculations. Between now and 1990, the 
reconciliation process wili take place quarterly 
rather than once a year. 

' For the years 1984-86, the balance has been USS21.8, 
US$23.9, and USS25.2 billion, respectively. It should 
be noted, however, that Canadian trade statistics do not 
reflect the same situation. Statistics Canada has re
ported that Canada's trade surplus with the United States 
declined significantly in 1986 from Can$20. 7 billlon to 
CanS16.2 billion (see Thi Journal of Comm1rc1, Feb. 
12, 1987). This reflects an ongoing discrepancy between 
U.S. and Canadian measures of bilateral-trade Dows. 
• The figures cited represent unreconciled trade statistics. 
Jn 1985, the U.S. Department of Commerce preliminary 
data measured the U.S. merchandise trade deficit with 
Canada at $22 billion. Statistics Canada, on the other 
hand, measured the same figure at close to $14 billion. 
Both countries agreed on a reconciled figure of nearly 
$16 billion. The 1986 measures are $23 billion (U.S. 
statistics) and $11 billion (Canadian statistics). The 
discrepancy is serious enough to produce a difference in 
trade results for 1986: U.S. data show exports to 
Canada declining from 1985, whereas Ca .. adian data 
indicate a 4.4 percent increase in imports from the 
United Slates between 1985 and 1986. The 1986 
reconciliation, as agreed upon at $13.3 billion, resulted 
in a nearly $10 billion reduction in the balance. This 
reconciled figure represents a $2.4 billion decline from 
the bilateral balance registered in 1985, and is the first 
year since 1951 that the level of the U.S. bilateral deficit 
with Canada has decreased. · 



Table 4-2 

U.S. merchandise trade with Canada, by SITC' Nos. (Revision 2), 1984-86 

SITC 
section 
No. 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

(In thousands of dollars) 

Description 

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 n.e.c .•...........•..... 

1984 

1.538.218 
51,903 

1. 761,463 
1.925,022 

48,558 
2,739,337 
4,321,645 

25,728.255 
2,789,922 
3,610,758 

Total . . • • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . . . . . . 44,515,081 

Food and llve animals ..•.•..............••.....•..... 
Beverages and tobacco .•.....•...................... 
Crude materlals-lnedlble, except fuel .........•....... 
Mineral fuels, lubricants, etc .•...•.•.............•.... 
Olis and fats-animal and vegetable •.............•.... 
Chemicals .....•.••..•..••••..•..........•.....•.... 
Manufactured goods classlfled by chief material ........• 
Machinery and transportation equipment •.....••..•.... 
Miscellaneous manufactured articles ..............•.... 
Commodities and transactions n.e.c ..............•.... 

2,296,324 
508.269 

5,919,665 
9,054,458 

10,523 
3, 177,684 

10,853,764 
27,990,597 
2,613.581 
3,917,588 

Total . . . . . • . . • . . . . . • . . • . . . . . . . . • . • • . . . . . . • . • • . . . . 66,342,454 
1 Standard International Trade Classification. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 

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

1985 

U.S. exports 

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 
4,240,821 

45,028,947 

U.S. Imports 

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 

68,883,572 

1986 

1,324,288 
49,457 

1,360,875 
1,397,347 

27,013 
2,655,318 
3,631,443 

25,572.793 
2,548,682 
4,418,897 

42,986,113 

2,669,566 
457,075 

5,695, 148 
6,473, 152 

24.194 
2,720,306 

11,682, 112 
29,880,206 
3.185,446 
5.359,773 

68.146,979 

Table 4-2 provides a detailed breakdown of 
U .S.-Canadian trade along broad product lines. 
A more specific product examination is contained 
in tables C-3 and C-4. There was no significant 
change from 1985 to 1986 in the major products 
traded between the two countries. It is notewor
thy, however, that U.S. imports of Canadian 
crude petroleum, having increased by more than 
Sl billion from 1984 to 1985, declined by $1.2 
billion from 1985 to 1986, returning to their 
pre-1984 level. 

matic data processing machines, and gold or sil
ver bullion. The preponderance of automotive 
products in trade with Canada-regardless of the 
direction of that trade-is noteworthy. Nearly 
one-half of the total trade between the two coun
tries occurs in the Standard International Trade 
Classification (SITC) section covering machinery 
and transport equipment. This reflects the con
siderable trade taking place in automotive prod
ucts, most of it under the bilateral Auto Pact. 

The leading U.S. imports from Canada in 
1986 were passenger cars, parts of motor vehi
cles, newsprint paper, trucks, gold or silver bul
lion, natural gas, methane, ethane, and crude 
petroleum. These products accounted for 40 per
cent of the total U.S. imports from Canada of 
over $68 billion. Other important U.S. imports 
from Canada in 1986 included spruce lumber and 
woodpulp. 

The leading products exported to Canada 
from the United States were passenger cars, mo
tor-vehicle parts, trucks, parts of office machin
ery, and piston engines. These products 
accounted for 35 percent of the total U.S. exports 
to Canada of $43 billion. Other principal U.S. 
exports to Canada in 1986 included coal, auto-

Major Policy Developments 
Affecting Trade 

Free-trade initiative 

The U.S.-Canadian free-trade negouauons 
are the single most important issue on the bilat
eral trade agenda. 1 Although the genesis of the 
proposal was in 1983, the change in the Canadian 
Government in the fall of 1984 caused the mo
mentum for free trade to be slowed while the con
cept was reexamined. Following the March 1985 
Quebec Summit between President Reagan and 

1 For a more detailed discussion of 1986 developments in 
the FTA arena, as well as the main issues in the talks, 
see ch. 1. 
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Prime Minister Mulroney, where the notion of bi
lateral trade liberalization was endorsed, the in
itiative received further support from the Royal 
Commission on the Economic Union and Devel
opment Prospects for Canada and from the Trade 
Minister. It was officially announced as Govern
ment policy in September 19 8 S and presented to 
the United States at that time.1 

In 1986, the negotiations officially com
menced. A number of bilateral meetings were 
held by year's end. These concerned principally 
indentifying the issues and parameters of the ne
gotiations. Because of Canada's dependence on 
the United States as a trading partner, the nego
tiations toward a free-trade agreement (FT A) are 
significant. They could lead to the formation of 
the world's largest free-trade area, both geo
graphically and in terms of trade turnover. 
Canada's desire for more secure access to the 
larger U.S. market is somewhat tempered by its 
reluctance to be overly influenced by the sheer 
size of the United States. 

Operation of the U.S.-Canada 
Automotive Products Trade Agreement 

The Automotive Products Trade Act 
(APTA) 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 pans. In effect, the agreement created the 
basis for an integrated automobile industry in 
North America.2 

1 A chronology of the 1985 events leading up to the 
initiative being presented to the U.S. Congress, as well 
as a brief discussion of the factors influencing bilateral 
consideration of the proposal, is contained in Optration 
of the Trade Agr11m1nts Program, 37th Report, 1985, 
pp. 29-43. 
a According to art. I, the agreement has three objec
tives: "the creation of a broader market for automotive 
products within which the full benefits or specialization 
and large-scale production can be achieved; the liberali
zation of United States and Canadian automotive trade in 
respect of tariff barriers and other factors tending to 
impede it, with a view to enabling 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 obligations, it obtained a 
waiver of Its Most-Favored-Nation (MFN) obligations 
under GA TT insofar as they pertain to automotive 
products. Canada, on the other hand, did not consider 
it 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 
Canada. There Is, therefore, a difference in the appli
cation of the agreement in the two countries. In the 
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 
limited to vehicle manufacturers, but they may import 
auto parts free of duty from most other countries in 
addition to the Un!-led States. Individuals Importing 
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Previous research has identified several prob
lems in accounting for all the trade in 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.3 The result is 
the "import/import" method of reporting automo
tive trade used in table 4-3. 

Table 4-3 
U.S.-Canadlan automotive trade, 1964-86 

(In mllllons of U.S. dollars) 

U.S. Canadian Canadian Imports 
Year Imports Imports' less U.S.lmports 

1964 78 640 563 
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 18,998 -4,051 
1985 24,726 21,450 -3,276 
1986 24,817 21,605 -3,212 
1 Canadian Import data converted to U.S. dollars. 
Source: Compiled from official statistics of the U.S. 
Da~artment of Commerce, except as noted. 
Not,t.-Data exclude trade In materials for use In the 
marndacture of automotive parts and are adjusted to 
refll.!et transaction values for vehicles. 

The Auto Pact governs the most significant 
sectoral flow of trade between the United States 
and Canada. At a time when both countries are 
giving consideration to an even closer trading re
lationship, the bilateral agreement is looked upon 
by some as a prototype of what could follow from 
a free-trade agreement. If the Auto Pact were a 
true sectoral FT A, it could easily be incorporated 
into a broader, comprehensive liberalization 

a Continued. motor vehicles, or parts thereof, from the 
United States must pay the Canadian duty. 
3 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. 



scheme. But the pact, at least as it is admini
stered by Canada, does not fully constitute an 
FT A. 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) automotive imports from 
Canada, whether for manufacturers or individu
als. According to the agreement, the United 
States provides duty-free status for automobiles, 
buses, and most trucks assembled in Canada with 
a SO-percent North American content. There
fore, Canada can incorporate parts imported free 
of duty from third countries into vehicles pro
duced in Canada and export those products free 
of duty to the United States. Furthermore, in 
"Letters of Understanding," Canadian manufac
turers pledged to increase the Canadian value 
added by at least 60 percent by the end of 1968. 1 

The year 1986 was not a banner year for 
growth in trade in the U.S.-Canadian automotive 
sector. The industry, already well integrated, did 
not register significant increases in trade flows 
from the previous year. Between 1984 and 1985, 
U.S. shipments of automotive products to Canada 
increased by 13 percent, and Canadian shipments 
to the United States grew by 7 percent. In 1986, 
bilateral trade remained constant. 

Since the inception of the &greement, the 
value of annual two-way trade in automotive 
products between the United States and Canada 
has increased nearly 65 times in nominal dollars. 
In 1986, U.S. shipments of automotive products 
to Canada were relatively unchanged from the 
prior year. The 1986 value of such shipments 
was $21 billion (table 4-4). Assembled vehicles 
accounted for 38 percent of shipments in 1986. 
Dutiable imports into Canada of automotive prod
ucts were valued at $953 million in 1986, repre
senting a decline of 3 percent compared with 
those in 1985 and representing 4 percent of total 
U.S. automotive product exports to Canada (ta
ble 4-4). 

Canadian shipments of automotive products 
to the United States in 1986 were valued at 
$24.8 billion-virtually unchanged from 1985. 
Assembled vehicles accounted for 64 percent of 
the annual shipments. Dutiable imports of auto
motive products were valued at $1.4 billion, or 
6 percent of total automotive product shipments 
from Canada. The major categories of dutiable 
articles for both Canada and the United States 

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 Automotive 
Agrtement, U.S. International Trade Commission, Ninth 
Annual Report, 1976. 

Table 4-4 
U.S.-Canadlan automotive trade, by specified 
products, 1985 and 1986 

(In millions of U.S. dollars) 

Item 1985 1986 

U.S. Imports from Canada:' 
Duty free: 2 

Passenger cars ............ 11,127.3 11,774.0 
Trucks, buses, and chassis .. 4,658.9 4, 130.1 
Parts and accessories ...... 7,657.4 7,519.3 

Total 0 O 0 O I 0 0 0 I 0 0 I I 0 t I It I 23,443.6 23,423.4 

Dutiable: 
Paosenger cars ..•......... 46.8 50.2 
Trucks, buses. and chassis .. 30.8 44.5 
Parts and accessories I I It t t 771.1 812.6 
Tires and tubes .........••. 433.9 486.0 

Total • 0 0 O 0 0 O O 0 Io O I 0 o O 0 IO 1,282.6 1,393.3 

Total: 
Passenger cars ............ 11,174.1 11,824.2 
Trucks, buses, and chassis .. 4,689.7 4, 174.6 
Parts and accessories ...... 8,428.5 8,331.9 
Tires and tubes ......•...•. 433.9 486.0 

Total I 0 O I I 0 IO 0 I I I 0 t O Of I I 24,726.2 24,816.7 

Canadian Imports from the 
United States:3 

Duty free: 2 

Passenger cars •.......•..• 6, 158.4 6, 104.1 
Trucks, buses, and chassis .. 1,784.3 1,969.3 
Parts and accessories 12,523.4 12.554.7 
Tires and tubes ............ 5.4 23.5 

Total O Io t 0 0 IO I 0 O O 0 I It I IO 20,471.6 20,651.6 

Dutiable: 
Passenger cars .......•.... 114.4 160.6 
Trucks, buses, and chassis .. 97.5 121.9 
Parts and accessories It I 0 0 I 579.1 530.3 
Tires and tubes .•..•..•..•. 187.9 140.1 

Total o 0 0 I IO t If O O O O O o I 0 O o 978.9 952.9 

Total: 
Passenger cars ••.•....•.•• 6,272.8 6,264.7 
Trucks, buses, and chassis .. 1,881.9 2,091.2 
Parts and accessories I 0 I 0 0 0 13, 102.5 13,085.0 
Tires and tubes .....•...... 193.4 163.6 

Total I I 0 ff I• I IO 0 If ff If f 0 21,450.4 21,604.5 

U.S. trade balance ....••.•... -3,275.8 -3.212.2 

1 U.S. Import data. 
z Duty free under the U.S. -Canada Automotive 
Products Trade Agreement. 
3 Canadian Import data converted to US dollars as 
follows: 1985, Can$1.00=US$0.73230; 1986, 
Can$1.OO=U.S.$0.71963. 
Source: Complied from official statistics of the U.S. 
Department of Commerce and Statistics Canada. 

Note.-U.S. Imports are f.a.s. or transaction values, 
as publlshed by the U.S. Bureau of the Census. Ca
nadian Imports are valued on a similar basis. 

are replacement parts for motor vehicles (only 
original-equipment parts are accorded duty-free 
treatment under the agreement) and all tires and 
tubes. 

Ninety-five percent of the bilateral trade in 
automotive products between the United States 
and Canada is free of duty. Until 1982, the 
United States normally had enjoyed an overall 
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automotive trade surplus with Canada-the sur
plus in the parts sector being lessened by the defi
cit in trade in assembled vehicles. Although 
Canada's auto parts deficit has increased in the 
last 3 years, its surplus in trade in vehicles has 
been more than enough to override this, resulting 
in an overall automotive trade surplus. 

In 1982, for the first time in 10 years, the 
United States had a deficit in automotive trade 
with Canada. This deficit recurred in 1983 and 
1984, as Canadian automobile manufacturers 
were able to take advantage of the increased de
mand in the United States for larger cars. In 
1984, the deficit soared from $2.2 billion to 
$4.1 billion, representing an increase of 87 per
cent. In 1985, the deficit continued, although it 
declined by $776 million from the 1984 high. 
The U.S. deficit-nearly systemic after S years
increased in 1986 to $3.3 billion, nearly 2 per
cent from the prior year. 

The status of the Auto Pact in the current 
FTA negotiations is unclear. Trade in the auto
motive sector represents one-third of the value of 
bilateral trade. The United States is concerned 
over its bilateral deficit in automotive products in 
addition to other irritants specific to the automo
tive sector. 

A genuine FT A in automobiles and related 
equipment does not exist under the bilateral Auto 
Pact since only original equipment and parts are 
covered under the pact's duty free provisions. 
Tires, tubes, trailers, and replacement parts are 
excluded. Two issues are of concern to the 
United States: the rules of origin under the pact, 
by which some foreign autos may be allowed to 
enter free of duty, and Canadian duty remission 
schemes, under which foreign automobile manu
facturers producing or assembling in Canada sign 
agreements with the Canadian Government to re
ceive remission of a ce~ain percentage of the du
ties collected on their imported components. An 
aim of the United States in the free-trade negotia
tions is to have national treatment for investment, 
both in the auto sector and others. 

A perception exists in the minds of the Cana
dian populace that because of the auto agree
ment, 60 percent of the cost of vehicles sold in 
Canada must originate in Canada. The 60 per
cent requirement is one of the conditions for Ca
nadian manufacturers to receive duty free 
treatment for their products, but it is actually the 
result of a different formula than is commonly be
lieved in Canada. The fraction that must equal 
60 percent is the Canadian value-added/cost of 
goods sold in Canada. This fraction, computed 
on a company-by-company basis, includes both 
overhead and parts purchases. Thus, a desk used 
by GM Canada, if purchased in Canada, is part of 
both the numerator and the denominator of the 
fraction. 

At present, in the U.S. view, the agreement 
is largely structured in Canada's favor: Canada 
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has a 60 percent Canadian value-added require
ment, whereas the United States has a SO percent 
local content requirement; Canada has had some 
foreign companies sign production agreements; 
and Canada has a production/sales ratio require
ment as part of the Auto Pact on its side of the 
border. Since a protected auto market continues 
to exist in Canada, there is reluctance on 
Canada's part to open the Auto Pact to further 
negotiations. 

Any change in the terms of the agreement is 
likely to be controversial, particularly in Canada. 
The safeguards, or local content restrictions, if al
tered, could affect Canadian emplqyment in the 
auto industry. A reason for the concern is the 
increased presence of Asian auto facilities in Can
ada. 1 These manufacturers do not have to meet 
the Canadian local content requirements of the 
pact. To force such compliance could adversely 
affect investment in Canada and discourage the 
technological upgrading needed to maintain 
North American competitiveness in autos. The 
basic problem is that official policies governing 
offshore auto products have developed differently 
in the United States and Canada.2 A program 
emphasizing North American auto content, 
whereby new entrants to production and assembly 
are encouraged to add more North American 
content to their vehicles and parts could help 
remedy the present situation. Such a program 
would require a definition of content as well as 
common rules of origin for both countries. 

New foreign investment policy in Canada 

Legislation creating a new foreign investment 
agency in Canada became effective on June 30, 
1985. The Investment Canada Act exempts all 
new investments from Canadian Government re
view. It also raises the threshold value for ex
emption from reviews of takeovers of Canadian 
companies from CanS3 million to CanSS million. 
The legislation is expected to result in faster, sim
pler decisionmaking, with the total number of in
vestments subject to review being reduced by 90 
percent.3 The basic criterion for determining 
whether or not proposed investments are of sig
nificant benefit to Canada has been eased. The 
new legislation requires only that a proposed in
vestment be of net benefit to Canada. Invest
ment Canada data for the period September 1985 
through August 1986 show that relative to the 
preceding 12-month period, new businesses and 
acquisitions by U.S. firms increased by 20 per
cent.• Most of the activity was the result of 

1 Honda, Toyota, Hyundai, and Suzuki are now building 
automotive assembly plants in Canada. 
2 Nels Ackerson, "U.S.-Canada trade pact may founder 
on autos," Wall Street Journal, June 23, 1987, p. 30. 
3 The act does permit the agency to review foreign 
Investment in "culturally sensitive" areas such as broad
casting and book publishing. 
• Investment Canada, First Annual Report, 1986. 



acquisitions that were previously reviewable by 
the Foreign Investment Review Agency. 

U .S.-Canadian Bilateral Trade Issues 

Relative to a successful outcome to the FT A 
talks, the other issues on the bilateral agenda are 
considerably less significant in terms of the poten· 
tial they have for contributing to the longer term 
economic well-being of both countries. However, 
a number of trade irritants did occur during 1986, 
some of which are discussed here. 

The major problem-and the one receiving 
considerable press attention-was the U.S. coun
tervailing duty (CVD) case against imports of 
softwood lumber from Canada. Over $2 billion of 
lumber shipments were involved-and potentially 
subject to additional duties. The concern with 
softwood lumber began in 1981. Both economic 
and political concern erupted in 1986, and a set
tlement was reached only in the closing hours of 
the year. 

Sortwood lumber dispute 

Background 

Canadian softwood lumber producers' stead
ily increasing share of the U.S. softwood lumber 
market, even during the recessionary period of 
1982, was the main issue in the softwood lumber 
dispute between the United States and Canada. 
Canadian producers' ability to undercut U.S. 
softwood lumber prices, even on exact and simi
lar products, was the cause of the increased mar
ket share. This ability was alleged to be a result 
of raw material (stumpage) pricing practices. Be
cause Canadian producers purchase stumpage 
primarily from the Provinces on land that is under 
the companies' stewardship, no competition is in
volved in the pricing of the stumpage. Con
versely, U.S. producers must obtain raw material 
from 3 equal groups-state and Federal Govern
ments, private land owners, and industrial lands; 
thus, there is heavy competition for two-thirds of 
the stumpage. In Canada, stumpage prices are 
set by the Province, whereas in the United States, 
they are either negotiated or bid upon. Canada 
argued that the results of its pricing system are 
essentially the same as the results that would be 
obtained by a competitive bidding system. The 
U.S. lumber industry, represented by the Coali
tion for Fair Lumber Imports, asserted that the 
Canadian stumpage fees are set below market 
value, and in effect, act as subsidies. 

The issue, involving Canada's broad resource 
development policy, was complex since most 
CVD cases are based on a specific complaint con
cerning Government grants, loans, or tax policies. 
On October 7, 1982, the U.S. lumber industry 
alleged that Canada was subsidizing lumber in a 
similar case against Canadian lumber imports. 

Although the U.S. International Trade Commis
sion initially ruled that Canadian lumber imports 
were a likely cause of injury to the U.S. industry, 
the Commerce Department ultimately dismissed 
the case, stating that there was no significant evi
dence that a subsidy existed. In addition, Com
merce felt that the benefits derived from 
stumpage fees were not countervailable since the 
advantages were not specific to the lumber indus
try alone but to other Canadian industries such as 
plywood, veneers, pulp, paper, charcoal, turpen
tine, and furniture. 

The U.S. lumber industry, which continued 
to face economic problems, was confident that a 
shift in defining what constitutes a subsidy could 
reverse the 1983 ruling affecting lumber from 
Canada. A 1986 International Trade Admini
stration {IT A) case initiated a re-evaluation of 
foreign government programs that, in theory, 
benefit a broad range of industries, whereas in 
practice, discreetly promote a specific industry. 1 

Closer examination of the issues found that if 
there is sufficient proof that a "dominant user" 
benefits from a government program, thus distort
ing the export market, a countervailable subsidy 
may exist.2 This shift in policy, reinforced by 
considerable political support by members of 
Congress from the northwest and southeast, gave 
the Coalition for Fair Lumber Imports confidence 
to re-open the case against Canadian stumpage 
fees. 

Petition 

The coalition filed a formal petition with the 
U.S. International Trade Commission and the 
Department of Commerce on May 19, 1986, 
claiming that the Canadian Federal and Provin
cial Governments were providing subsidies on the 
production of softwood lumber, and as a result, 
the U.S. softwood lumber industry was being ma
terially injured. The coalition's petition called for 
a CVD of at least 27 percent of the value of Ca
nadian lumber imports. 

The Canadian Government, angered by what 
1t considered to be the retrying of a case that had 
already been settled three years previously, filed a 
formal statement to the GA TI Council. The 
statement described the U.S. lumber industry's 
petition as "calculated protectionist action" that 
would "subject the Canadian industry and gov
ernment to unwarranted costs and harassment." 
The Canadian position was that because Cana
dian policies had remained unchanged since the 
prior case, the new case was unwarranted; the 
only change was in the U.S. interpretation of 
what constitutes a subsidy. 

1 Carbon Black From Mexico (St F.R. 13, 269, 
Apr. 18, 1986). 
2 Original petition by the Coalition for Fair Lumber 
Imports, pp. 23-24. 
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Preliminary US/TC investigation 

The Commission began its preliminary inves
tigation to determine whether or not the U.S. in
dustry was in fact being materially injured, or 
threatened with material injury. The preliminary 
investigation found that Canadian softwood lum
ber imports accounted for an increasing percent
age of the U.S. market: 19 percent in 1975, 27 
percent in 1981, 29 percent in 1983, and 32 per
cent in 1986. U.S. imports increased 10 percent 
in quantity and 8 percent in value between 1984 
and 1985. 

In Canada, the majority of productive 
timberland is owned by Federal and Provincial 
Governments. The preliminary investigation indi
cated that the price calculated and assigned by 
the Government ranged from $10 to $12 per 
1000 board feet in 1984. This price was substan
tially lower than 1984 U.S. prices, which were de
termined competitively and averaged $100 per 
1000 board feet. In reference to this price differ
entiation, the petitioners argued, "without the 
government assistance of extremely low timber 
prices, the Canadian softwood lumber mills would 
be at $30 per 1000 board feet." The coalition 
maintained that unfairly low stumpage fees were 
responsible for the closure of more than 600 U.S. 
mills between 1974 and 1984, and for the drop in 
mill employment by 25 percent during the same 
period. 

In response to the U.S. petition stating that 
Canadian stumpage rates were too low, the Cana
dian lumber industry contended that the U.S. 
price cannot be compared with Canadian stum
page fees because of timberland differences in 
size, quality, density of timber, terrain and acces
sibilty of standing timber. The Canadian view is 
that Canadian fees are calculated realistically, ac
counting for costs and problems of harvesting tim
ber in difficult terrain and climate. The Canadian 
lumber industry argued that there are a number 
of other factors that enable Canadian lumber to 
be more salable than U.S. lumber. First, it in
sisted that both its mills and its means of transpor
tation are more efficient. Second, during the 
1970's surge in housing construction, Canada in
vested $3 million to modernize and expand its 
mills. The lower value of the Canadian dollar 
against the U.S. dollar was cited as the third fac
tor causing the Canadians' increased share of the 
U.S. lumber market. Finally, it was claimed that 
U.S. consumers preferred Canadian softwood 
lumber over U.S. lumber. 

The Canadian lumber industry argued fur
ther that if the Canadian stumpage fee benefits 
can be considered indirect subsidies, certain U.S. 
tax policies should also be more closely exam
ined. Under U.S. tax policy, companies can 
show an appreciation in market value of lumber 
as a capital gain rather than income, thereby cut-
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ting the corporate tax rate from SO percent to 20 
percent. In addition, the United States, it was 
argued, provides tax shelters for purchasers of 
stumpage through partnerships that allow tax ad
vantages to participants. The Canadian lumber 
industry maintained that the two Governments' 
pricing policies operate so differently that a direct 
comparison could not be drawn to substantiate a 
CVD. 

On June 26, 1986, the Commission unani
mously determined that there was reason to be
lieve that U.S. producers are being hurt by 
softwood lumber imports from Canada. Follow
ing the ruling, the Commerce Department contin
ued its parallel investigation to determine the 
extent of support provided by Canadian stumpage 
fees. 

Initial negotiations 

Before the preliminary ruling by Commerce, 
Canada proposed a negotiated settlement. The 
proposal involved a $350 million offer to the 
United States. The offer, a combination of an 
accelerated increase in stumpage fees in some 
Provinces and export surtaxes in others, was 
equivalent to a 10 percent CVD on Canadian 
softwood lumber. Canada's proposal was condi
tioned on the U.S. lumber industry withdrawing 
its petition against imported Canadian lumber. 
Canada's Trade Minister Pat Carney insisted that 
the Canadian softwood lumber industry was not 
being subsidized; she claimed the proposed settle
ment was made "to save the industry from this 
kind of harrassment from American lumber pro
ducers." 1 Canada was working at this point to 
retain any export tax revenues in Canada. Can
ada was also motivated by a strong desire to pre
vent legislation in Congress that could result in 
administrative trade law changes. 

The Coalition for Fair Lumber Imports 
turned down the Canadian proposal because of 
concern over how the agreement would be moni
tored and what sort of guarantees would be avail
able. The U.S. industry also objected to the 
Canadian demand that the coalition withdraw its 
support for natural resource subsidies legislation 
then before the Senate finance committee. 

Included in further negotiations was a sugges
tion that the Commerce Department evaluate a 
common pricing scheme. Because of the stable 
exchange rate between the two countries, this 
would provide a method of monitoring the stum
page fees. The Canadians argued that such a 
proposal would infringe on Canadian sovereignty. 
In an attempt to promote further negotiations, the 
Commerce Department delayed their preliminary 
ruling for one week. At that time the GA 1T 
agreed to establish a panel to examine the issues.2 

1 Wall Street Journal, Oct. 1, 1986. 
2 See discussion of GATT case in chs. 2 and 5. 



Preliminary Commerce Department ruling 

On October 16, 1986, the Commerce De
partment altered the 1982-83 finding by ruling 
that Canadian lumber exports were subsidized 
and responsible for distorting the U.S. market. 
Commerce calculated a 15 percent tariff to com
pensate for the average amount of Canadian sub
sidies. Some U.S. importers were required to 
post bonds equal to 15 percent of the value of 
their shipments of Canadian lumber. 

Further negotiations 

By mid-November, both sides realized the 
advantages of a n~gotiated settlement. Minister 
Carney insisted that "a dangerous new precedent 
in U.S. countervail law will be avoided by with
drawal of the action. "1 At the same time, the 
Coalition for Fair Lumber Imports commented 
that they were "not opposed to negotiations to 
settle the lumber dispute, but continue to believe 
that the full amount of the subsidy must be off
set. "2 On November 26, the Canadian Govern
ment made a proposal for a 15 percent surtax, in 
the form of an export tax or increased stumpage 
fees, in exchange for the withdrawal of the CVD. 
Since the Canadian Government did not fully 
consult with its own industry, there were negative 
reactions indicating less than unanimity on the 
Canadian front.3 The U.S. response to the pro
posal was mixed: U.S. Commerce Secretary Mal
colm Baldrige approved of the proposal, but the 
U.S. lumber industry turned it down hoping to 
come closer to their initial request for countervail
ing duties of at least 27 percent. 

In a further attempt to negotiate a settle
ment, the U.S. lumber industry offered two pro
posals; the first, December 10; the second, 
December 17. The first involved a 22.5-percent 
increase in Canadian stumpage fees, and the sec
ond involved monitoring of the increase by offi
cials from both countries. The two proposals 
were rejected by the Canadian Government. 

In the fiqal stages of the negotiations, both 
the United States and Canada agreed to a 15 per
cent tariff but the question remained of how 
broadly to apply the export tax and stumpage fee 
increase in Canada. The United States proposed 
applying 15 percent higher stumpage fees in Can
ada through the collection of $900 million in 
revenue by the Provinces. The Canadians of
fered a 15 percent export tariff that would be 
equivalent to about $600 million in higher stum
page fees. The Coalition for Fair Lumber Im
ports wanted the 15 percent figure to be applied 
to all Canadian lumber, but the Canadians felt 
the tariff should apply only to exports of softwood 
lumber to the United States. 

I International Trade Reporter, Bureau or National 
Affairs, Nov. 26, 1986. 
2 Ibid. 
:i Ibid. 

Settlement 

One hour prior to the December 30 dead
line,• the softwood lumber dispute between the 
United States and Canada was settled. The 
agreement involved a 15 percent export charge 
imposed to offset Canadian stumpage subsidies 
and to act as a substitute for a CVD. In the 
agreement, the United States specified its right to 
monitor and approve the export charges and the 
transitional steps to higher stumpage fees. The 
level of shipments from companies exempted 
from the tariff would also be monitored to ensure 
the agreement effectively compensated for the 
Canadian softwood lumber subsidies. Finally, the 
agreement listed several Government actions that 
would not be acceptable such as: rebates, remis
sions, noncollection of the export fees, grants, 
low-cost loans, or other benefits. The U.S Gov
ernment indicated that it would consult d; .·ectly 
with the Coalition for Fair Lumber Imports con
cerning the operation of the agreement. 

Canadian reaction to the pact was divided, 
primarily because the Federal Government par
ticipated in the negotiations, whereas the Prov
inces were only consulted minimally. Trade 
Minister Carney was satisfied with the result be
cause certain U.S. requests were eliminated from 
the pact-requests for an established floor price, 
regardless of market conditions; U.S. dictation on 
how stumpage policies would operate; and spe
cific changes in Provincial stumpage systems 
within a defined timeframe. Canada's largest for
estry union, the International Wood Workers of 
America, was satisfied with the settlement, and 
stated that it was absolutely essential to agree to 
ensure that the additional 15 percent of the cost 
of softwood exports stayed in Canada. However, 
Alberta's Premier, Don Getty, insisted that any 
tax on a Provincial resource must be a result of a 
Federal-Provincial agreement, and "we won't be 
part of any arrangement. "5 Premier David Peter
son of Ontario was equally disturbed, stating, 
"We've turned over not only our resource and 
taxation policies, but in a sense our regional de
velopment and employment policies over to an
other sovereign country." Since the U.S. 
Government cooporated directly with the Coali
tion for Fair Lumber Imports, both the Govern
ment and the industry were in agreement. The 
settlement decision required the coalition to with
draw its petition. This was done, effectively ter
minating the case prior to a final determination. 

Implications 

Further implications of the final lumber pact 
may include: shifts in the lumber market, eco-

4 The Dec. 30 deadline is significant because it repre
sented the statutory date by which Commerce was 
required to make its final determination. The petitioner 
could withdraw their petition up to the final determina
tion, but would be unable to do so after a decision was 
made. 
11 Canadian Press, Jan 6, 1986. 
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nomic disturbances for both Canada and the 
United States, and potential difficulties in negoti
ating an FT A. Some trade experts predicted that 
the export tax would encourage Canada to ship 
more of its lumber to Far Eastern countries. 1 

Concern was also expressed that the reduction of 
profitability and reinvestment could threaten lum
ber industry jobs in both the United States and 
Canada.2 The lumber dispute that led Commerce 
to revise its 1982-83 ruling may also have an im
pact on the negotiations for an FT A. The need 
for established trade rules and subsidy definitions 
along with a mechanism to resolve disputes has 
been underscored by the controversial lumber 
dispute.3 

Pharmaceuticals 

At the start of 1986, Canada was the only 
major industrialized country with a compulsory li
censing system aimed at a single industry. Cana
dian patent law contains a provision that allows 
the granting of compulsory licenses for pharma
ceutical patents and the payment of an artificially 
low royalty of 4 percent to the inventor of the 
drug. 4 This system effectively removes patent 
protection for drug products researched and de
veloped in Canada, as well as for those imported 
for sale in Canada. The system allows licensees 
or "generic" drug manufacturers to copy and 
market a patented drug in return for a royalty 
paid to the patent holder. 

Since most Canadian drug patent holders are 
based in the United States, the licensing system 
has been a bilateral irritant for some time. Pres
sure from American pharmaceutical firms to ex
tend the period of exclusivity from three years to 
a longer period has been intense. A number of 
valuable patents have been licensed to Canadian 
producers of generic pharmaceuticals, and the 
U.S. drug firms which have made considerable 
R & D investments· in these drugs have suffered 
substantial losses. Besid~s the inadequate patent 
protection, the Canadian system discourages 
R & p in new products and has given generic 
manufacturers an unfair advantage in export 
markets. 

In 1983, the Canadian Government an
nounced its intention to change its patent law, 
bringing it into line with that of other industrial
ized nations. The legislation was delayed follow
ing the change in Government in Ottawa, and 
finally, in June 1986, new legislation was submit-

1 Trade data for the first quarter of 1987 indicate that 
this has not happened. Canadian production levels 
have remained the same, and Canada has increased 
slightly the volume of its shipments to the United States 
over the comparable 1986 period. 
2 Portland Business Today, Aug. 2, 1986. 
3 See ch. 1 section on the U.S.-Canadian free-trade 
negotiations. 
" Since 1969 pharmaceuticals sold in Canada have been 
governed by a law that forces foreign drug firms to 
license smaller Canadian companies to duplicate medi
cines in exchange for the small royalty. 
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ted. The legislation has recently been presented 
in its third reading in the House of Commons and 
is before the Senate. The Senate, barring any 
amendments, is the final step before receiving 
royal assent into law. According to an industry 
publication, ". . . the Canadian government will 
extend patent holder's exclusive rights to between 
7-10 years and give full 17 year protection to 
drugs developed in Canada. In return, drug 
manufactures will have to boost R & D funding 
from 5 percent of sales to 8 percent by 1990, and 
10 percent by 1995."5 

Steel 

The problems of the steel inc;lustry in the de
veloped world are multifaceted. They include 
overcapacity, unemployment, government subsi
dies, price depression, and industry shrinkage. 
The United States has not escaped these difficul
ties. Canada ranks third as a steel supplier to the 
United States, after Japan and the EC. It is the 
largest export market for U.S. steel. 

The steel import program announced by the 
President in September 19848 has a goal of re
ducing steel imports to 18.5 percent (excluding 
semifinished steel) of the U.S. market during the 
5-year period ending September 30, 1989. In or
der to achieve that goal, the United States has 
negotiated export restraint agreements with eight
een countries, but not with Canada. The United 
States has relied on close cooperation and consul
tation with Canada, voluntary action on Canada's 
part, and joint monitoring of trade. 

Canada has refused to enter into a VRA with 
the United States in steel, arguing that it is· not 
violating any law and is not responsible for the 
problems facing the U.S. steel industry.7 In 
1987, the Canadians, in order to avert a worsen
ing of trade tensions, particularly in light of the 
lumber dispute, offered to try and contain steel 
exports.8 

Canadian exports of steel to the United 
States are viewed by some observers as exces
sive, 9 and have led to the introduction of legis-

5 European Chemical News, July 21, 1986, p. 15. 
1 The steel import program is covered in detail in ch. S. 
7 Employment in the U.S. steel Industry fell to a record 
low in January 1987 for the fourteenth consecutive 
month. 
• In febuary 1987, the Canadian Import Tribunal 
released a report on specialty steel imports, concluding 
that Canada does not need a special monitoring system 
to control such imports. The market disruptions that 
have occurred in the carbon steel market have not been 
replicated In specialty steel, according to the report. 

On Apr. 8, 1987, Trade Minister Camey announced a 
program to monitor Canadian exports or steel to the 
United States. The program will ensure that Canada is 
not used as a "back door" into the U.S. market by 
ofCshore steel producers. 
8 Canada's share or the U.S. steel market has grown 
Crom 3. 7 percent to 5 percent over the recent past, a 
statistic viewed with concern at a time when an effort is 
being made to restrain all imports or foreign steel into 
the United States. 



lation that would impose quotas on imports of 
steel from Canada and other non-VRA coun
tries. 1 One area of particular concern is that of 
transshipments, whereby steel exporting countries 
ship to the United States by way of Canada in an 
attempt to circumvent the "voluntary" restraints 
already in place. 

JAPAN 

The Economic Situation in 1986 

The Japanese economy has been slowing 
down since the second half of 19 8 5 as a result of 
the adverse impact of the strong yen on exports. 
Real GNP growth fell to 2.5 percent in 1986, a 
postwar low except for negative growth rates fol
lowing the first oil shock in 1973-74. The main 
reason for the contraction was a decline in the 
external sector, which had previously led eco
nomic expansion. Two divergent economic 
trends emerged in 1986. Whereas the export-ori
ented manufacturing sector was hit hard by the 
appreciation of the yen, the nonmanufacturing 
sector remained solid, benefiting from lower oil 
prices, rising household consumption, and falling 
import prices. Production in the mining and 
manufacturing sector fell for the first time in 11 
years. As manufacturing industries experienced a 
drop in export earnings, electric, gas, and oil re
fining companies registered windfall profits fol
lowing a drop in the price of oil. 

Japan's current account surplus as well as its 
trade balance set record highs in 1986. Both in
dicators benefited from a rise in the value of ex
ports from $174.0 billion in 1985 to $205.6 
billion in 1986, or by 18 perr;ent. The current 
account surplus rose from $49 billion to $86 bil
lion in 1986. A 10-percent decline in the services 
deficit contributed to the increase in the current 
account surplus. 

Domestic demand helped boost the economy 
and offset the decline in the external sector. 
Growth in consumer spending, which accounts for 
more than one-half of the GNP, rose to 4 percent 
in 1986 despite the fact that nominal income grew 
only slightly. The strong showing for personal 
consumption was attributed to stable consumer 
prices associated with the appreciation of the yen. 
However, by year's end, analysts predicted a 
weakening in domestic demand as unemployment 
continued to rise. 

Growth in residential construction rebounded 
from 3 percent in 1985 to 13 percent in 1986. 
Housing starts were expected to exceed 1.35 mil
lion in 1986, the highest level since 1979. A ma
jor factor in the recovery of this sector was 

1 Among them, Sweden and Taiwan. 

Government efforts to stimulate housing construc
tion by increasing the availability of financing at 
low interest rates. Increased investment in hous
ing has been favored both in Japan and overseas 
as a means of expanding domestic demand and 
reducing the trade surplus. 

Unemployment became a major issue in 
1986 as the Japanese economy underwent struc
tural reform. The unemployment rate climbed to 
a postwar high of 2.8 percent, but was still rela
tively low compared with other industrialized 
countries. The steel industry cut its workforce by 
6,000 during 1986, and planned to lay off an
other 13,000 workers during the next 4 years. 
The auto, shipbuilding, and electronics industries 
also began to reduce the number of their employ
ees last year. Predictions of cutbacks for 1987 
run as high as 300,000 workers. 

As the world's largest creditor, Japanese net 
investment income rose 37 percent to $9.4 bil
lion. Japan's net long-term capital outflows dou
bled over its 1985 level to $131.8 billion in 1986. 
Japanese companies have been directing funds to 
the United States, whereas foreign investors repa
triated their money as Japanese stock market 
prices fell. Also, Japanese manufacturers contin
ued to move production facilities abroad in order 
to maintain their competitiveness. According to 
Department of Commerce estimates, Japanese in
vestment in production facilities and equipment in 
the United States jumped sharply from $16 billion 
in 1984 to $27 billion in 1986. 

The appreciation of the yen had a significant 
influence on trade flows in 1986. Export volume 
fell 1.4 percent, and import volume rose 13.3 per
cent. Japanese companies attempted to prevent 
further deterioration in export volume by limiting 
increases of export prices. This cap on export 
prices led to a drop in earnings for manufacturing 
companies. Corporate pretax profits for the 
manufacturing sector fell a record 32 percent 
from their 1985 level. Five major iron and steel 
companies and six major shipbuilding and heavy 
machinery companies recorded declines in profits 
for their manufacturing operations. 

Merchandise Trade With 
the United States 

The U.S. merchandise trade deficit with Ja
pan reached a historical high of $59 .1 billion in 
1986, an increase of 27 percent over that in 
19 85. The continuing rise in the trade deficit was 
linked to the relatively strong performance of the 
U.S. economy, the appreciation of the dollar 
from 1980 to 1985, the high Federal budget defi
cit, and the declining competitiveness of certain 
industries. The decline in the value of the dollar 
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was not reflected in trade flows in 1986 partly be
cause of the J-curve effect.1 

The value of imports from Japan rose from 
$68.2 billion to $82.0 billion during 1985-86, or 
by 20 percent (table 4-5). U.S. exports to Japan 
rose only 6 percent from 21.6 billion in 1985 to 
$22.9 billion in 1986. Imports of manufactured 
goods (SITC sections 5, 6, 7, and 8) accounted 
for 98 percent of total imports from Japan 
in 1986, or $80.4 billion compared with $66.8 
billion in 1985. Except for two product catego
ries, increases in leading imports of machinery 
and equipment occurred across the board (see 

1 The J-curve effect Is one explanation offered for the 
worsening (Improving) In the short term of the merchan
dise trade balance Immediately following a depreciation 
(an appreciation) or the exchange rate. The deprecia
tion of the exchange rate raises the domestic currency 
price of imports and exports. Over time this usually 
improves the trade balance since the purchase or imports 
is discouraged and the sale of exports is encouraged. 

. However, due lo a lime lag In the adjustment process In 
the short term, the increase in export quantities and the 
decrease in Import quantities are not large enough to 
offset the price changes induced by the exchange rate. 
Consequently, the merchandise trade balance actually 
worsens. As export quantities gradually increase and 
import quantities gradually decrease in response to the 
price change, the merchandise trade balance Improves. 

Table •-5 

table C-6). Imports of autos and other miscella
neous vehicles accounted for 30 percent of total 
imports from Japan in 1986, representing an in
crease of 36 percent over those in the previous· 
year. Other products exhibiting prominent in
creases in terms of value were tape recorders and 
dictation machines (6 percent), light trucks (42 
percent), office machines (35 percent), unfin
ished motor vehicle parts (38 percent), and radio 
apparatus (7 4 percent). Parts of data processing 
machines, which were not reported in 1985 as a 
separate import item, amounted to $1. 8 billion in 
1986. Imports of lightweight motorcycles (under 
700cc) and carbon steel sheets and strip were the 
only two items showing a drop in value in 1986. 

The value of total exports to Japan increased 
slightly because of larger shipments of manufac
tured goods, which grew by 11 percent over the 
1985 level of S 11.2 billion. According to table 
C-5, the primary manufa.ctured goods exhibiting 
growth were electronic products, including digital 
computer equipment, electronic tubes and tran
sisters, and electrical measuring equipment. Ex-

. ports of civil aircraft increased by 28 percent, 
from $904 million in 1985 to $1.2 billion in 1986 
primarily because of deliveries of 17 large trans
port aircraft to Japan Air Lines. In addition, the 

U.S. merchandise trade with Japan, by SITC1 Nos. (Revision 2), 1984-86 

(In thousands of dollars) 

SITC 
section 
No. Description 1984 

0 Food and llve animals ..•..•••.••.••••••.•..••.••.. , •. 4,684,870 
1 Beverages and tobacco ..•••.•••.•••.•••......•..•..• 398,949 
2 Crude materlals-lnedlble, except fuel ........... ' ..... 4,449,789 
3 Mineral fuels, lubricants, etc ..........•.••......•.•.•• 1,813,969 
4 Olis and fats-anlmal and vegetable f f I f f f f t f I f I t f ~ f t t f 57,580 
5 Chemicals •••...•.••....••••.•...•.......•..•...•••. 2,974, 158 
8 Manufactured goods classlfled by chief materlal ..••..•.. 1,428, 178 
7 Machinery and transportation equipment If I I I I I I If I It I I 5,210,525 
8 Mlscellaneous manufactured artlcles .•..............••. 1,469,908 
9 Cotnmodltles and transactions n.e.c .....•.•.•.•...•... 204,202 

Total t t t t I I I I I I I I I I I I I I It I I I I I I I I I I I I I I I I ti I I I It I 22,692, 129 

0 Food and llve animals ••••••.•..•.•..•••..•...••..••.• 401, 105 
1 Beverages and tobacco •••.....•..........••.•.•....• 28,753 
2 Crude materlals-lnedlble, except fuel I I I It I I It 111 I I I I I 103,412 
3 Mineral fuels, lubrlcants, etc •...........••.......••..• 53,623 
4 Olis and fats-animal and vegetable I I I I I I I I I It I I I I I I I I 7,419 
5 Chemicals •.••••••••...••••....•.•...•••..•.••••.•.• 1,283, 174 
6 Manufactured goods classlfled by chief material ..•.•.•.• 7,290,031 
7 Machinery and transportation equipment t I It I I I It I I I I I I 42,079,855 
8 Mlscellaneous manufactured artlcles ..•........•..••.•• 4,947,357 
9 Commodities and transactions n. e. c ...•.......••...... 401, 196 

Total I I 11 t I 0 I I It t It I I I I It I I I I I I It I I I I 0 I I I I 111 I I I I 56,595,926 

' Standard lnternatlonal Trade Classification. 

Source: Complled from official statistics of the U.S. Department of Commerce. 

Note: Because of rounding, figures may not add to the totals shown. 
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1985 1986 

U.S. exports 

3,987,900 4, 105,483 
417,340 390,401 

3,948,895 4,064,395 
1, 783,388 1,312, 109 

55,924 54, 151 
2.923,955 3,111,444 
1,268,658 1,325,451 
5,501,065 6,213.281 
1,457,415 1,779,708 

258,389 534,445 

21,602,930 22,890,847 

U.S. Imports 

452,787 446,600 
31,817 37,735 

128,814 136,315 
65,963 79,567 
8,650 10,899 

1,381,562 1,757,976 
7,615,562 6,833,650 

51,968, 786 65, 118,259 
5,841,081 6,736.153 

746,835 828,720 

68,241,856 81,985,873 



U.S. export value of logs and woodpulp rose 16 
and 29 percent, respectively, during the period 
1985-86. The primary reason for the increase in 
shipments of these products was their price com
petitiveness compared with those from Japan's 
two other suppliers, the Soviet Union and 
Canada. 

In contrast to exports of manufactured 
goods, the value of com exports fell 33 percent 
from $1.3 billion in 1985, the value of soybeans 
exports decreased 11 percent, and the value of 
wheat exports fell 10 percent compared with 
those in the previous year. The value of U.S. 
e~?rts .of crude oil declined sharply from $507 
million m 1985 to $270 million in 1986, or by 
41. percent, mainly because of depressed oil 
pnces. The export value of coal shipments fol
lowed a similar trend, falling by 27 percent, from 
$926 million to $675 million during 1985-86. 

Major Policy Developments 
Affecting Trade 

Market-oriented, sector-selective (MOSS) 
talks with the United States 

Following a mostly successful year of MOSS 
talks in 1985, the United States and Japan agreed 
to continue their negotiations in 1986.1 In addi
tion to reviewing implementation of the 1985 
agreements, both countries agreed that the new 
talks would address unresolved issues and be ex
panded to include new sectors. However, it was 
agreed that the inclusion of new products would 
have to be acceptable to both sides. 

Early in the year, the United States proposed 
to add the following four new sectors to the talks: 
processed foods, alcoholic beverages, chemicals, 
and emerging technologies. These suggestions 
were met with resistance by Japanese producers 
and the proposal was rejected. In the meantime, 
the U.S. auto parts industry, Congress, and the 
ad1!1inistration officials urged the Japanese to ne
gotiate on auto parts because of the growing U .s. 
trade deficit in this area. During his visit to To
kyo for the economic summit with Prime Minister 
Nakasone in early May, President Reagan 
stressed the urgency for agreeing on the new sec
t?rs because of the pressure in Congress for ac
tion on the growing trade imbalance with Japan. 

In May, Japan acceded to U.S. requests to 
pursue MOSS talks on transportation machinery, 
and specifically, auto parts. The major objectives 
of U.S. negotiations are the elimination of tariff 
and nontariff barriers impeding access of U.S. 
pans producers, assurance of full access to the 
Japanese maintenance and aftermarket for autos 
and establishment of a system to monitor progres~ 
on other objectives. 

1 See the Optration of the Trade Agreements Program, 
31th Report, 1985, p. 159. 

The U.S. trade deficit with Japan in auto 
parts and accessories was $4.3 billion in 1986, in
cluding $4.5 billion in imports and $200 million 
in exports. U.S. auto parts makers allege that the 
use of Foreign Trade Zones (FTZ's), Govern
ment grants and tax incentives encourage imports 
of Japanese parts by Japanese-owned facilities in 
the United States. By contrast, U.S. firms sup
plied less than 1 percent of Japan's $50 billion 
market for original equipment and replacement 
parts in 1986. According to some analysts, the 
failure of U.S. parts producers to penetrate the 
Japanese market can be attributed primarily to 
exclusionary producer/supplier relations and sec
ondarily to Japanese Government regulations. 
Japanese original equipment manufacturers 
(OEM's) in the United States claim that although 
U.S. parts suppliers are competitive, many are 
un~ble to meet quality, price and delivery re
quirements. There was little progress during the 
initial discussions held in August, October and 
December in the areas of data collection require
ments and aftermarket issues. However, the 
Ministry of International Trade and Industry 
(MITI) and the Japanese Automobile Manufac
turers Association (JAMA) agreed to hold a ma
jor seminar in May 1987 to assist U.S. firms with 
marketing techniques in Japan.2 

The first followup meeting on medical equip
ment and pharmaceuticals was held in August. 
The discussions focused on the one unresolved 
issue from 1985-standards, regulations and tar
iffs on over-the-counter vitamins. The talks also 
reviewed problems regarding implementation, in
cluding acceptance of foreign clinical test data, 
transferring of manufacturing licenses, insurance 
reimbursement, patent term restoration, and sta
tistical reporting under the agreement by the 
Japanese Ministry of Health and Welfare. Both 
sides agreed to hold meetings in 1987. 

MOSS talks in telecommunications moved 
from a negotiating phase to a monitoring phase in 
1986. Oversight discussions during August fo
cused on several outstanding issues, including cel
lular radio equipment, radio services, radio 
equipment approval and establishment of a moni
toring system for the telecommunications agree
ment .. The Japanese agreed to a U.S. proposal 
regardmg the exchange of information and statis
tical gathering that would cover value-added serv
ices and equipment approval, and radio services 
and equipment approval. 

Economic stimulus policies 

Japanese economic policies in 1986 had the 
following two aims: reducing the national deficit, 
and stimulating domestic consumption to cut the 
balance-of-payments surplus. Although Gover
ment spending was cut, the appreciation of the 

2 In early 1987, there were some indications or a 
breakthrough In the talks on establishing an acceptable 
data collection system. 
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yen added fuel to the domestic recession and 
contributed to the growing trade imbalance. In 
response, the Government employed various fis
cal and monetary measures and began working on 
a sweeping overhaul of the tax system. Prime 
Minister Nakasone was forced to walk a political 
tightrope in the middle of his campaign for 
reelection. He was being pressured by the indus
trialized countries to stimulate the economy, and, 
at the same time he had to try to satisfy his do
mestic constituency's calls to control spending. 
The blueprint for correcting Japan's external im
balance and restructuring the economy was em
bodied in the "Maekawa report" issued by a 
special advisory group to the Prime Minister in 
April.1 The April 7 Maekawa report advised the 
government to: reduce Japan's current account 
surplus, promote economic growth Jed by domes
tic demand, transform its trade and industrial 
strUcture, cut income taxes and employee work
ing hours to stimulate consumer spending, rapidly 
increase direct overseas investment, improve mar
ket access for foreign products, work toward ex
change rate stability, and further liberalize 
financial transactions. Although the United 
States greeted the panel's recommendations with 
optimism, the European countries' reaction was 
somewhat dubious. Japanese politicians and busi
ness leaders were critical of the report, claiming 
that it would reduce Japan's competitiveness, in
crease unemployment and impose greater tax 
burdens on individuals and corporations. A 
"Special Committee on Economic RestrUcturing" 
within the Prime Minister's Economic Council 
was assigned the responsibility for reviewing the 
report's recommendations. 

Following the introduction of the Maekawa 
report, the Government of Japan announced an 
economic package primarily designed to counter
act the negative impact of the appreciation of the 
yen on the economy. This was the third install
ment of Japan's Action Plan initiated during 1985 
to encourage impons.2 The first two packages in 
July and October of 1985 focused on restructur
ing the export-oriented economy towards domes
tic-led economic growth. The April 8 initiative 
was engineered to smooth the way for Prime Min
ister Nakasone's visit to the United States sched
uled later that month and to placate other 
industrialized nations' criticism of Japan's grow
ing trade surplus. Among the goals of the April 
package were the following: 1) pursuing a less 
restrictive monetary policy, 2) advancing public 
works projects to the first half of the year, 3) re
ducing utility rates and prices of imported goods, 
4) promoting urban redevelopment through 

1 "Report of the Advisory Group on Economic Structural 
Adjustment for International Harmony," submitted to the 
Prime Minister, Mr. Yasuhiro Nakasone (English 
translation), Apr. 7, 1986. 
1 See the Optration of the Trade Agreements Program, 
37th Report, 1985, pp. 59-162. 

4-24 

deregulation, 5) encouraging housing constrUc
tion and private sector capital investment, and 
6) providing assistance to smaller depressed busi
nesses. 

On September 19, the Japanese Government 
announced a comprehensive economic program 
to stimulate the economy as part of its Fiscal Year 
1986 supplementary budget. The key feature of 
the $23 billion program was $9 billion in addi
tional public works programs. The stimulus pack
age also included $5. 2 billion in regional projects 
to be financed by local governments, $4.S billion 
in financing for housing construction, and $645 
million for road construction. In addition, the 
Government expected increases in private invest
ment by utilities and by the telecommunications 
industry. 

In late October, the debate over tax reform 
began with the introduction of two different sets 
of proposals. On October 30, the Government's 
tax advisory council proposed the most sweeping 
overhaul of the tax system in over 10 years. The 
Government's plan included individual tax cuts 
totaling about $29 billion and proposed that 
Japan's corporate taxes be reduced below the 
current 43.3-percent rate. The reduction would 
be offset by some type of an indirect tax such as a 
value-added tax. Among the most controversial 
aspects of the plan was a call for the elimination 
of the tax-exempt small savings system. A month 
later, following much deliberation, the Liberal 
Democractic Party's (LDP's) tax commission fol
lowed suit with a very similar plan. Although the 
LOP agreed to cut both individual and corporate 
taxes, several controversial issues remained unre
solved such as the rate of a value-added tax. The 
business community was split in its reaction to the 
plan with some leaders joining the opposition par
ties in criticizing the Prime Minister for reneging 
on an earlier promise not to enact an indirect tax. 
The LOP continued to negotiate the details of the 
tax plan through the end of December with the 
expectation that the plan would be implemented 
in April 1987. 

On December 1, 1986, a supplement to the 
Maekawa report was submitted to the Prime Min
ister by the Special Committee on Economic Re
structuring. With economic growth slowing, the 
study warned of an impending unemployment cri
sis if structural transformation of the economy 
were delayed. To combat rising unemployment, 
the group suggested creating new job opportuni
ties through domestic spending and developing 
new industries based on technological advances. 
The restructuring committee offered specific rec
ommendations such as improving employment re
training programs, encouraging consumer 
spending, expediting housing construction, and 
relaxing Government regulations in order to 
stimulate the private sector. The panel report as
sumed that corporate expansion overseas was in
evitable and that no further growth could be 



expected from the export sector. The report 
noted that 4 percent real economic growth was a 
prerequisite for structural adjustment. However, 
the Government's own projections called for only 
3.5-percent growth in 1987, and outside sources 
forecast an even lower level of around 2 percent. 
The Committee will issue final recommendations 
in 1987. 

Dramatic fluctuations in the dollar-yen ex
change rate resulted in considerable turbulence 
for the Japanese economy in 1986. On October 
24, the value of the yen dropped sharply follow
ing press reports of an increase in U.S. economic 
growth. During an emergency meeting on Octo
ber 31, Japan's Minister of Finance Kiichi 
Miyazawa ;:ind Secretary of the Treasury James 
A. Baker a~.reed to cooperate on exchange-mar
ket issues and to promote closer cooperation of 
economic polkies among all industrialized coun
tries. The two representatives released an am
biguous statement noting that the exchange rate 
had reached an acceptable level since the "Plaza 
Agreement" of September 1985. Although some 
observers interpreted the statement to mean that 
a "target zone" had been set for the two curren
cies and would be maintained by joint interven
tion, the yen continued to rise. Shortly after the 
Baker-Miyazawa meeting, the Bank of Japan re
luctantly cut its discount rate for the fourth time 
in 1986 to 3 percent, matching a postwar low in 
1978 of 3 percent. It was hoped that the cut 
would contribute to the stabilizing of exchange 
rates and boost economic growth. 

Structural adjustment measures 

In 1986, the Government of Japan initiated 
two programs to aid firms that had been hurt by 
the appreciation of the yen. The United States 
has expressed concern regarding the anticompeti
tive and restrictive effects the programs have on 
imports. 

In 1985, Japan instituted a subsidized loan 
program ("yen-impact" program) for small firms 
in more than 150 manufacturing sectors adversely 
affected by the appreciation of the yen. In May, 
the program's coverage was expanded and loan 
terms were eased. On September 19, the Gov
ernment announced that it would extend the pro
gram beyond March 1987 and increase its 
funding by $1.25 billion. In addition, moratori
ums on interest and principal payments for previ
ous loan recipients and reductions in collateral 
requirements would be offered. Among those in
dustries qualifying for assistance under this pro
gram are the textile, ball bearings, steel wire, 
forgings, and shipbuilding industry. The auto and 
electronics industries are excluded from the pro
gram. 

Other structural adjustment measures were 
announced on September 19 for small- and 
medium-sized firms in designated regions that 

would be eligible for below-market'rate loans and 
financial guarantees. The shipbuilding, fisheries, 
forestry, and steel industries are included under 
this program. Other provisions of the program 
are designed to encourage new industries and 
technological development. 1 

U.S.-Japanese Bilateral Trade Issues 

Overv~ew 

During 1986, the United States and Japan 
repeated their all too familiar roles in the bilateral 
trading relationship. The United States threat
ened to take protectionist actions on a number of 
fronts, and Japan provided reassurances and evi
dence of its commitment to fair trade. The year 
began smoothly enough with the successful con
clusion of the first round of MOSS talks in Janu
ary 1986. However, lingering dissatisfaction from 
1985 over inadequate market access measures re
sulted in public criticism of Japan by U.S. repre
sentatives. 

In early April, SO Senators sent a letter to 
President Reagan urging him to focus on trade 
during his meeting with Prime Minister Nakasone 
later in the month. Shortly thereafter, Prime 
Minister Nakasone arrived in Washington bearing 
the Maekawa report, which had been unveiled a 
week earlier, and promised to take steps towards 
implementing its recommendations. The Naka
sone-Reagan meeting set the stage for Japan to 
assume its responsibilities as host for the Tokyo 
economic summit where it hoped to gain support 
from other industrialized nations in cooperating 
on exchange market issues. Although the overall 
outcome of the summit was viewed as successful 
by many observers, the opposition parties in Ja
pan criticized the Prime Minister for failing to 
gain commitments on preventing further increases 
in the value of the yen. Prime Minister 
Nakasone's reelection in July was a reassuring 
sign that economic stimulation measures would be 
implemented. However, monthly trade statistics 
showed no signs of a decrease in Japan's trade 
surplus, lending an added sense of urgency to 
Congressional calls for action to correct the trade 
imbalance. U .S.-Japanese negotiations on semi
conductors overshadowed other issues during the 
summer, and tensions over tobacco, aluminum, 
and the Kansai airport project simmered just be
low the surface. Bilateral talks in August resulted 
in some progress on tobacco, aluminum, and 
soda ash, in particular. Consultations throughout 
the remainder of 1986 left many key issues unre
solved and the semiconductor matter once again 
began to dominate the trade agenda. 

1 On Feb. 13, 1987, a third program, the "smooth 
adjustment" plan, was announced to provide relief to 
large firms in the form of loan guarantees, interest rate 
subsides and direct funding. The program will be funded 
at $65 million in Fiscal Year 1987 if it is approved by 
the Japanese Diet. 
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The United States appeared to take one step 
forward and two steps backward in resolving spe
cific trade issues with Japan in 1986. On the plus 
side, several pending trade cases were resolved 
and progress was achieved on such key issues as 
machine tools, semiconductors, textiles, tobacco, 
aluminum, alcoholic beverages and salmon fish
ing. In addition, Japan agreed to provide greater 
access to U.S. firms providing legal, financial and 
telecommunications services. However, by year's 
end, some of these same issues such as semicon
ductors and telecomunications were back on the 
negotiating table. In addition, other important is
sues such as supercomputer exports and access to 
the Kansai Airport project were heating up. 

An election year coupled with a rising Fed
eral deficit proved to be the perfect formula 
for starting an avalanche of trade bills in Con
gress with Japan as the target in many cases. 
International trade was an issue that provided 
"something for everyone" as Congressional repre
sentatives scurried to claim credit for aiding 
producers in their State or district. Out of 
1166 trade measures introduced during the 99th 
Congress (1985-86), 68 referred to Japan at least 
once. The barrage of bills and resolutions men
tioning Japan focused on a diversity of issues in
cluding coal exports, semiconductors, autos and 
parts, securities firms, steel and chocolate. Most 
of the legislation was submitted under the guise of 
"trade expansion or enhancement" and carefully 
avoided such protectionist measures as import 
quotas or domestic-content provisions. There 
were two reasons for this trend: (1) the admini
stration's vocal opposition to protectionist lan
guage; and (2) fear of retaliation from trading 
partners. In May, the House passed a compre
hensive trade bill, pieced together from bills sub
mitted to six committees during the previous year. 
The President immediately labeled the bill as 
highly protectionist and threatened to veto it. 
One especially objectionable provision from the 
administration's viewpoint was the amendment 
sponsored by Rep. Gephart which would have re
quired the President to ach1~ve 10 percent annual 
cuts in trade surpluses with Japan, West Germany 
and Taiwan, or take retaliatory actions. Other 
provisions pertaining to dumping in third-country 
markets, barriers to telecommunications markets 
and stabilization of currency markets were inter
preted as being aimed at Japan. The Senate fi
nance committee began markup of its bill in 
September, but the full Senate adjourned on Oc
tober 18, 1986, without passing any trade legisla
tion. 

Semiconductors 

During 1986, U.S. hopes for resolution of 
the semiconductor issue 1 were raised on Septem-

1 For further details on the history of this issue, see the 
Optration of th1 Trad1 Agreem1nts Program, 37th 
Report, 1985, pp. 168-170. 
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ber 2 following the signing of a 5-year agreement, 
but then quickly dissipated during the next few 
months as it became apparent that Japanese pro
ducers were not abiding by the terms of the ac
cord. At year's end the issue had come full circle 
with the administration pressuring Japan for com
pliance and an interagency working group consid
ering the initiation of a section 301 case.2 

Under the September agreement, the Gov
ernment of Japan promised to encourage imports 
of foreign semiconductors and prevent dumping 
of their components in both the United States 
and third-country markets. Although no specific 
schedule for increasing U.S. market share was es
tablished in the agreement, an increase above the 
8.5-percent share held in 1985 to $1 billion to $2 
billion, or approximately 20 percent of the Japa
nese market was expected,3 The Government of 
Japan promised to establish an organization to 
promote foreign sales of imported semiconductors 
and improve relations with Japanese purchasers 
over the long term. The Japanese also agreed to 
monitor costs and export prices of semiconduc
tors in order to prevent pricing at L TFV in both 
the United States and third-country markets. For 
its part, the United States agreed to suspend two 
dumping cases initiated in 1985 and a section 301 
case, contingent upon Japanese compliance with 
the agre.£lment's provisions. However, the United 
States reserved the right to reinstate the cases and 
impose dumping duties if monitored data indi
cated that Japanese firms were violating the 
agreement. 

The United States was initially optimistic that 
the agreement would result in an increase of U.S. 
semiconductor exports to Japan and would pre
vent future dumping:~ The EC immediately criti
cized the bilateral agreement, charging that the 
provisions relating to the monitoring of third
country pricing were inconsistent with the 
GATI.5 

U.S. industry representatives claimed that 
Japanese producers continued to sell their com
ponents at L TFV in third-country markets. Dur
ing regular consultations in November and 
December, U.S. officials urged MITI to take 
stronger actions to prevent dumping and ex
pressed serious concerns about MITI's apparent 
unwillingness or inability to promote sales of im
ported chips over the long term. Although the 
Japanese attempted to assure U.S. negotiators 
that they had taken steps to enforce compliance 

2 Journal of Commerce, February 10, 1987. 
3 lnttrnational Trade Reporter, August 6, 1986, p. 994, 
The Wall Street Journal, March 30, 1987, and The 
Washington Post, March 30, 1987. 
• International Trad~ Reporter, August 6, 1986, p. 996. 
5 For a discussion of the EC reaction to the U.S.
Japanese semiconductor accord, see ch. 4 section on the 
EC. 



with the agreement, the issue was not resolved to 
the satisfaction of the United States.1 

Automobiles and parts 

The dominant question for U.S. officals and 
automakers in 1986 was whether or not Japan 
would extend its VRA on exports to the United 
States for yet another year. During the past 5 
years, the VRA's gave U.S. producers time to 
modernize their production facilities and increase 
their profits. The Japanese have also benefited 
from the restrictions by loading their autos with 
accessories and raising prices. Given the healthy 
financial position of U.S. producers and the ap
preciation of the yen, which lowered the price dif
ferential between Japanese and American cars, 
some analysts believed that the restraints were no 
longer justified. However, on February 13, 1986, 
MITI announced it would continue export re
straints for a sixth year through March 31, 19 8 7, 
at the annual level of 2.3 million autos, the sec
ond year of restraints at that leve1.2 The Japa
nese hoped the VRA renewal would discourage 
Congressional enactment of protectionist legisla
tion. However, neither the administration nor 
Congress appeared to be impressed by the sym
bolic action, and the calls for correcting the trade 
imbalance went unabated. 

The Japanese have responded to the VRA's 
by increasing their U.S. production by 41 percent 
above 1985 levels to over 300,000 units in 1986. 
This additional assembly capacity has led to in
creased imports of Japanese auto components 
and aroused complaints from U.S. auto pans 
makers. To appease both parts producers and 
Congressional critics, MITI has urged Japanese 
companies with U.S. production to increase their 
purchases of locally produced parts. Nissan, 
Honda, Mazda, and Toyota have subsequently 
announced plans to increase their content of 
U.S.-made vehicles from about 30 percent to 
over 60 pe~cent. Their decision was based in part 
on the appreciation in the value of the yen, which 
has made it more economical to switch to U.S. 
products. 

Despite the SO-percent appreciation in the 
yen since March 1985, Japanese producers raised 
their prices on auto exports to the U.S. by only 
17 percent during 1986. Japanese automakers 
apparently opted for incurring financial losses 
rather than risk losing market share by passing on 
even higher prices to U.S. consumers. Both U.S. 

1 In February 1987, the U.S. Semiconductor Industry 
Association urged U.S. officials to consider retaliatory 
action and on Mar. 27, the President announced his 
intention to raise tariffs on imports of certain types of 
electronic: products. A 100-percent ad valorem tariff 
would be imposed on certain products following a hearing 
on the matter. The penalties will be lifted when the 
semiconductor agreement is fully implemented. 
2 See the Operation of the Trade Agreements Program, 
36th Report, 1984, p. 149 and 37th Report, 1985, 
p. 164. 

and Japanese manufacturers are facing increasing 
competition from low-priced imports of smaller 
model autos from Yugoslavia and the Republic of 
Korea. As a result, the Japanese may have a 
harder time filling their quotas in 1987 and U.S. 
producers could also lose market share.3 

Machine tools 

Japan accounted for approximately 47 .5 per
cent, or 1.3 billion dollars worth of total U.S. im
ports of metalworking machine tools in 1986. 
Domestic producers of machine tools have long 
been concerned about rising Japanese imports. 
In 1983, the machine tool industry's association 
sought temporary quota relief under section 232 
of the Trade Expansion Act of 1962.• In March 
1986, the U.S. Department of Commerce submit
ted its report on the case to the President for a 
determination. On May 20 President Reagan an
nounced that he would seek voluntary restraints 
on machine tool imports from four countries, in
cluding Japan.s 

Just prior to the November 20 deadline for 
Presidential action, the United States and Japan 
initialed a VRA limiting four types of Japanese 
metalworking machine tool exports for up to five 
years. Under the terms of the accord, the Japa
nese will limit their exports of machining centers; 
numerically controlled and nonnumerically con
trolled lathes, punching, and shearing machines; 
and milling machines, as of January 1987. The 
Government of Japan reportedly agreed to reduce 
its U.S. market share for high-technology ma
chining centers and numerically controlled lathes 
and numerically controlled punching and shearing 
machines to approximately the 1981 level for 
these products. The Japanese would also slightly 
reduce their exports of low-technology machine 
tools, such as some milling machines, nonnumeri
cally controlled lathes, and manual punching and 
shearing machines to 1985 market levels.& 

The import restraints are viewed as a tempo
rary remedy, giving the U.S. industry time to 
boost its capacity utilization, modernize its pro
ductic.•n facilities, and regain a competitive posi
tion in the domestic market. 

Kansa~ International Airport 

During the next 10 years, over 60 billion 
dollars worth of major public works projects 

3 On Jan. 27, 1987, MITI announced that it would 
extend the VRA limiting exports to 2.3 million units 
through Mar. 31, 1988. 
• See Operation of the Trade Agreements Program, 36th 
Report, 1984, p. 153. 
5 An agreement was also worked out with Taiwan to 
restrict imports of mi11ing machines, manual and numeri
cally controlled lathes, and machining centers. The 
President notified West Germany and Switzerland that 
their shipments of certain product lines must be main
tained at specified levels for the next S years. For a 
discussion of U.S.-West German consultations on this 
issue, see the ch. 4 section on the EC. 
5 U.S. Department of Commerce Fact Sheet, 1986. 
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including airpons and urban renewal projects are 
scheduled for completion throughout Japan. The 
Kansai International Airpon project, which has 
been in the planning stages for 10 years, is the 
first slated for construction. The airpon project 
will involve four phases of construction, including 
the building of an artificial island, and is sched
uled for completion in the 1990's at a cost of over 
$8 billion. U.S. construction and engineering 
companies have expressed tremendous interest in 
panicipating in the project since 1978, but to date 
have had only minimal success in winning con
tracts. 

The Kansai International Airpon Corp. 
(KIAC), which is responsible to Japan's Ministry 
of Transportation, was set up in 1984 to manage 
the project. Two differing viewpoints of the pro
ject emerged from the stan; whereas Tokyo in
sisted it was a private endeavor exempt from 
GA TT coverage, the United States claimed it was 
a public works project subject to open bidding 
procedures. A consonium of Japanesci firms 
were invited to panicipate in the initial planning 
stages, giving them an opponunity to become fa
miliar with the unique environmental and engi
neering constraints of the project. U.S. and other 
foreign companies were excluded from participa
tion and therefore did not gain access to valuable 
information that could be used later to win more 
lucrative construction contracts. 

On January 14, 1986, the KIAC seemed to 
be opening its. designated bidding system when it 
publicly announced that foreign firms could regis
ter their interest in bidding for all four phases of 
the project by February 28. However, on Febru
ary 2, the KIAC signed a contract with six firms 
that had originally been involved in the planning 
phase of the project. Following pressure from 
U.S. officials, the KIAC agreed to accept applica
tions after the February 28 deadline. 

By July, 21 U.S. firms (mostl•1 telecommuni
cations and electronics suppliers) of a total 6, 740 
domestic and foreign companies were registered 
with the KIAC as prospective bidders. U.S. offi
cials continued to pressure Tokyo to allow com
petitive bidding opponunities for U.S. firms, but 
Japanese officials insisted that it could not open 
bidding for the civil engineering work during the 
first phase of the project because it would delay 
construction. During the remainder of the sum
mer, the administration continued to pressure the 
Japanese Government through letters, Congres
sional hearings, and visits from high-level trade 
officials and members of Congress. 

As it became increasingly apparent that U.S. 
companies might be shut out of the entire con
struction project, several Senators urged the ad
ministration to consider initiation of a section 301 
case. Japanese representatives, including Prime 
Minister Nakasone, continued to assure U.S. offi
cials that American firms would be provided 
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timely information on procurement plans, bid 
procedures and award criteria. However, at a 
seminar in October for U.S. businessmen, the 
KIAC reiterated their position that the first phase 
of the project involving construction of the off
shore island, seawalls and a connecting bridge 
had already been contracted to Japanese firms. 
At year's end both administration officials and 
members of Congress were still urging the Japa
nese to allow U.S. participation on subsequent 
phases of the project. 

Supercomputers 

On December 10, 1986, the Office of the 
United States Trade Representative initiated a 
section 305 investigation on Japan's trade prac
tices with regard to supercomputers. The investi
gation includes an examination of Japan's 
supercomputer industry, its trading practices in 
the United States and third-country markets, and 
the significance of such technology to the U.S. 
economy. 

U.S. producers claim that tight producer/ 
supplier relationships impede their access to the 
Japanese market. As evidence, they cite the fact 
that Cray Research Inc., the world's leading su
percomputer manufacturer, has sold only 7 ma
chines in Japan, whereas the top three Japanese 
firms have delivered 59 computers during the past 
two years. TI1e other major U.S. supplier, ETA, 
a subsidiary of Control Data Corp., has not sold 
any computers in Japan. Of panicular concern to 
the U.S. administration is the lack of purchases 
by any Japanese Government-funded organiza
tion. The Japanese note that they have been will
ing to make drastic price cuts in order to win sales 
to universities and research institutions, whereas 
U.S. firms have not. Meanwhile, the U.S. indus
try is afraid that an all-out trade war over the is
sue could adversely affect their chances for 
winning lucrative contracts with Nippon Tele
graph and Telephone (NTT). 

Telecommunications equipment and services 

Bilateral discussions on market access to 
Japan's telecommunications market proceeded as 
an influx of foreign companies sought to provide 
services and equipment following the enactment 
of certain market-opening measures by the Diet 
in April 1985.1 Although U.S. and foreign com
panies were successful in cenain areas, a heated 
debate ensued over the awarding of contracts for 
mobile communications and international serv
ices. During 1986, the United States renewed a 
bilateral agreement with Japan giving U.S. com
panies access to Japan's domestic telecommuni
cations market for 3 more years. The 1981 
accord was extended previously in 1984 and was 
slated to expire on December 31, 1986. 

1 See the Operation of the Trade Agreements Program, 
37th Report, 1985, pp. 165-67. 
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In 1986, the first challenge to Kokusai Den
shin Denwa (KDD), Japan's monopoly on inter
national telecommunications services emerged. 
Although the Ministry of Post and Telecommuni
cations {MPT) announced that only one group 
would be awarded a license, two consortia were 
formed to compete with KDD. One consortium, 
International Digital Communications (IDC) was 
composed of 30 Japanese firms (led by C. Itoh & 
Co.), two U.S. companies (Pacific Telesis and 
Merrill Lynch}, and a British firm (Cable & Wire
less, Ltd.). IDC proposed to provide services by 
constructing a trans-Pacific fiber optic cable. The 
consortium hoped to be able to reduce interna
tional telephone charges by 20 to 30 percent. 
However, another consortium, International 
Telecom Japan (ITJ} led by major Japanese trad
ing companies (Mitsubishi Corp., Mitsui Co., 
Sumitomo, and Matsushita Electric · Industrial 
Co.) also applied to compete with KDD. ITJ 
planned to provide services by leasing either ca
bles or satellite circuits from KDD. 1 

U.S. companies faced a setback in gaining 
access to Japan's market for mobile telephones in 
1986. In August 1986, Japan's MPT agreed in 
principal to allow foreign firms to compete with 
NTT in its mobile phone services market. MPT 
had indicated that it could only grant one license 
because of a lack of frequencies. At that time, 
Daini Denden, Inc., applied for a license with the 
intention of using Motorola's U.S.-made J-TAC 
system. Teleway Japan, an affiliate of Toyota 
Motor Corp., submitted an application as a late 
entry in the competition and planned to use the 
NTT system. 

U.S. officials were at first optimistic that 
Daini Denden, Motorola's partner, would be 
awarded a single contract for the services market 
and Motorola would subsequently gain entry into 
Japan's $340 million equipment market. In Oc
tober, MPT suggested that the two competing 
consorfia, Daini Denden and Teleway Japan, 
form a joint venture. At year's end, merger talks 
between the two firms had reached a standstill. 
In February 1987, MPT announced that it had 
decided to award two franchises: Daini Denden 
would serve western Japan and Teleway Japan 
would operate in the eastern region, which in
cludes Tokyo and is twice the size of the other 
market. U.S. industry representatives and offi
cials viewed NPT's decision as a sign of Japan's 
failure to implement agreements reached in the 

1 In March 1986, MPT urged the two consortia to 
merge, noting that only one competitor to KDD would be 
chosen. MPT recommended that foreign ownership in 
the consortium be limited to less than 3 percent per 
company rather than 33 percent as permilted under 
Japanese law. U.S. trade officials notified the Japanese 
Government that they viewed the suggestion to limit 
foreign participation as a contradiction of Japan's 
commitment to the MOSS talks. 

August MOSS talks and feared the action could 
be a hint of future decisions on competition 
against KDD. 

Japan's value-added network (VAN) market 
is projected to total $2.14 billion by 1989. Last 
year, 10 Japanese and foreign companies signed 
up to provide large-scale VAN services and 300 
firms planned to provide smaller-scale network 
VAN services. IBM Japan, the largest U.S. com
pany to enter the market, has entered into a joint 
venture with NTI. Under Japan's new regulatory 
system, carriers are divided into two categories: 
type I carriers own facilities and are heavily regu
lated; and type II carriers are less regulated and 
lease communications lines from type I carriers. 
Type II carriers are permitted to provide private 
telephone line, telegraph, telex, facsimile, and 
data communications services. They cannot op
erate mobile radio networks, television, or radio 
stations. U.S. companies were concerned about 
whether or not MPT would award recognized pri
vate operating status to new type II carriers. This 
issue was resolved during negotiations with the 
United States in 1986 when MPT reacted favor
ably to U.S. requests on this issue. 

Legal services 

The U.S. Government first raised the issue of 
opening the Japanese legal market to U.S. law
yers in 1982. This followed 8 years of unsuccess
ful talks between the American Bar Association 
and the Japanese Federation of Bar Associations 
(Nichibenren) .2 During a visit to Tokyo by 
United States Trade Representative (USTR) 
Clayton Yeutter in September 1985, the Japanese 
Ministry of Justice agreed to work towards allow
ing foreign lawyers to practice in Japan. High
Jevel discussions occurred during 1986 and 
focused on licensing requirements, procedures for 
admission, disciplinary control of foreign lawyers, 
and permissable forms of association between 
Japanese and foreign lawyers. In May 1986, the 
Japanese Diet passed a Jaw allowing foreign attor
neys to offer advice on foreign laws. However, 
the law contained several objectionable provisions 
such as giving Nichibenren disciplinary control 
over foreign lawyers, limitations on the formation 
of partnerships between U.S. and Japanese attor
neys, narrow limits on the scope of practice, and 
restrictive reciprocity requirements. U.S. nego
tiators continued to push for further market
opening measures throughout the remainder of 
the year.3 

z See the Operation of the Trade Agreements Program, 
35th Report, 1983, p. 276. 
3 The United States and Japan reached agreement on 
Feb. 27, 1987, to resolve many outstanding issues from 
the previous year. The accord included provisions that 
will ease qualification, registration, and licensing proce
dures and broaden the scope of practice for U.S. lawyers 
in Japan. 
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Tobacco 

For years, Japanese restrictions on the mar
keting and distribution of imponed cigarettes and 
tobacco products have impeded U.S. producers' 
access to the Japanese m~rket.1 The Govern
ment of Japan implemented market-opening 
measures, such as tariff reductions, increased ac
cess to retail outlets, and changes in advertising 
rules, as recently as 1983. However, the U.S. 
share of Japan's $12 billion retail market for ciga
rettes was less than 3 percent in 1986. At the 
beginning of 1986, the major remaining impedi
ments to Japan's market were a 20 percent tariff, 
a high excise tax, a price approval system favoring 
the Japanese tobacco monopoly, and discrimina
tory distribution practices. 

On October 3, 1986, following months of bi
lateral discussions, the United States and Japan 
reached agreement on a set of market-opening 
measures. The accord was signed just 3 days be
fore President Reagan was scheduled to make a 
determination on the administration's first self-in
itiated section 301 case.2 Under the terms of the 
agreement, Japan will eliminate its tariff on ciga
rettes effective April 1, 1987. The Government 
will also end the deferral of excise tax payments 
by the Japan Tobacco and Salt Public Corp. 
(JTS) by this date. In addition, the Government 
of Japan agreed to replace its fixed-price approval 
system with an automatic approval formula. The 
minimum application approval period will be re
duced from 60 days to 30 days, effective January 
1, 1987. 

The United States, in tum, agreed to sus
pend its section 301 case and to terminate the 
case once Japan's liberalization measures are im
plemented. The agreement was intended to give 
U.S. tobacco firms greater access to Japan's exist
ing distribution network. The U.S. industry pre
dicts an increase of U.S. tobacco exports to Japan 
even though the Japanese continue to maintain 
exclusive control over manufacturing. JTS plans 

• to continue introducing new brand name ciga
rettes in order to compete effectively with the ex
pected influx of popular U.S. brands. 

Textiles 

In November 1986, the United States and 
Japan agreed to limit U.S. imports of Japanese 
textiles to increases of 0.8 percent annually begin
ning January 1986 and continuing through De
cember 1989. Japan was the fifth largest supplier 
of textiles and apparel in 1986, accounting for 
5.7 percent of total U.S. textile impons. The 
agreement followed six rounds of consultations to 

1 See the Optration of the Trade Agreements Program, 
31th Report, 1985, pp. 168-170. 
2 See the Optration of the Trade Agreements Program, 
35th Report, 1983, p. 254. 
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set quotas on imports from Japan after the previ
ous U.S.-Japanese textile accord expired on De
cember 31, 1985. The pact covers cotton, wool, 
and manmade fiber textiles and products. The 
new agreement also establishes a system to pre
vent illegal transshipments from occurring by re
quiring Japan to cenify the country of origin on 
all its exports to the United States. 

Rice 

On October 23, 1986, the USTR rejected a 
section 301 petition filed by the U.S. Rice Mill· 
ers' Association, which called for an investigation 
into Japan's vinual ban on rice imports. In re
jecting the petition, United States Trade Repre
sentative Clayton Yeutter noted that although he 
was sympathetic with the Rice Millers' concerns, 
an investigation would most likely not result in 
major market-opening measures at that time. In
stead, U.S. officials will pursue the issue within 
the framework of the Uruguay Round discussions. 

Alcoholic beverages 

Japan's policies regarding alcoholic bever
ages were the subject of GA TT discussions and 
bilateral consultations with the United States dur
ing 1986. In November, the United States joined 
the EC in a complaint brought before the GA TT 
concerning Japan's discriminatory practices. The 
complaint charged that Japan's high tariff and ex
cise taxes plus its labeling and distribution system 
were barriers to imports of foreign wines and dis
tilled spirits. In November, U.S. talks with Japan 
broke down, leaving the United States with little 
hope of resolving the issue.3 

Aluminum 

The United States held followup consulta
tions on a December 1985 agreement to reduce 
Japanese tariffs on aluminum ingots and some 
mill products.4 Although new tariff levels were 
established, the two countries were at odds over 
the timing of the reductions which were sched
uled for implementation by January 1, 1988. In
itially, the United States pushed Japan for a 
phased tariff reduction beginning in January 
1987. Japan, however, favored introducing its re
ductions between April and June. In November 
1986, the two sides agreed to an interim tariff 
reduction to take effect on April 1, 1987, with 
the full cuts occurring on the original target date. 
In addition, an ad hoc committee was formed and 
will meet biannually to review aluminum trade 
issues. 

3 In early 1987, Japan announced that it would lower its 
taxes and tariffs on imported wines. The tariff on 
bottled wines will drop from 30 .4 percent to 21. 3 per
cent. In addition, Japan agreed to lower a 50 percent 
tax on wines costing more than $3 per liter to S percent. 
The tariff cuts will take errect on Jan. l, 1988. 
~ See the Operation of the Trade Agreements Program, 
31th Report, 1986, p. 71. 



MEXICO 

The Economic Situation in 1986 

In 1986, a continued sharp decline in oil 
prices aggravated the problems of the Mexican 
economy that were already severe at the begin
ning of the year. Revenues from crude oil and 
related products, Mexico's major source of for
eign exchange, plummeted in 1986 to $6.1 bil
lion, or by nearly $8.5 billion. Before the 
Mexican Government reached a debt accord with 
the International Monetary Fund (IMF) in July 
1986, the country's economic stability appeared 
in serious jeopardy. 1 

The distress signals included massive capital 
flight, the peso's rapid decline, serious unemploy
ment, and other economic hardships suffered by 
a broad segment of the Mexican population. Ru
mors persisted that the Government was under 
great pressure to suspend interest payments on 
some, or all, of its S 100 billion foreign debt. Al
though the July accord with the IMF promised to 
resolve Mexico's immediate ,cash-flow problem, 
analysts remained generally skeptical about the 
country's prospects, barring an unexpected rever
sal in the decline of crude oil prices. 

To prevent further economic disruption in 
1986, the Mexican administration pursued major 
corrective measures, including tight fiscal and 
monetary policies to stem the outflow of capital 
from the country. By setting interest rates at high 
levels, officials reduced internal borrowing and 
provided incentives for Mexicans to keep their 
pesos at home. Moreover, in seeking to reduce 
the budget deficit and increase the efficiency of 
the public sector, officials continued closing down 
unprofitable State-owned companies or selling 
them to the private sector. Notable among the 23 
State enterprises sold or closed between February 
1985 and June 1986, is the shutdown of Fun
didora Monterrey in May 1986. Fundidora Mon
terrey is Latin America's oldest steel mill. 

These measures notwithstanding, most of 
Mexico's macroeconomic indicators for 1986 are 
poor. The GDP declined by an estimated 3 to 4 
percent, down for the second time in the last 4 
years. In 1986, the economy was reduced to the 
size it was in 1979, but with a population of al
most 10 million persons greater than 7 years ear
lier. Inflation was 105. 7 percent on an annual 
basis compared with 64 percent in 1985, the 
worst in the country's history. The exchange rate 
on free money markets was 918 pesos to the dol
lar at the end of 1986, compared with 450 pesos 
at year's end of 1985. The accumulated devalu
ation of the Mexican currency amounted to 851 
percent since 1982. 

1 See "Agreement with creditors" later in this section. 

Trade performance 

Mexico's merchandise trade surplus contin
ued to erode in 1986. The reduction in overall 
imports from $13.5 billion in 1985 to $11.4 bil
lion in 1986, and a vigorous rise in non-oil ex
ports from $7.1 billion to $9.7 billion in 1986, 
could not offset the heavy losses suffered in oil 
export revenues. The $8.4 billion trade surplus 
attained in 1985, which itself already showed the 
effects of declining oil prices, was cut almost in 
half to $4.4 billion in 1986.2 The shrinking 1986 
trade surplus, in turn, contributed to the deterio
ration of Mexico's current payments account. 
The 1986 current account deficit of some S 1.1 
billion compares with a small surplus reached in 
1985. Even so, in terms of its current payments' 
and international reserve position, Mexico had a 
better year than expected. International reserves 
amounted to $6.3 billion, registering a modest in
crease compared with those a year ago. Although 
the decline of oil prices was by far the biggest fac
tor in reducing Mexico's 1986 trade surplus, the 
prices of several other Mexican exports dropped 
on world markets during the year, contributing to 
the loss of revenue. These products included sil
ver, copper, lead, zinc, cement, winter vegeta
bles, and assorted auto parts and steel products. 

Agreement with creditors 

On September 30, 1986, Mexico reached an 
agreement with the Bank Advisory Group repre
senting its commercial bank creditors. The ac
cord, which is subject to ratification by some 500 
commercial banks, provides Mexico with S 6 bil
lion in new commercial financing. This agree
ment is part of a $12.5 billion financing package 
for 1986 and 1987 that was arranged by the IMF 
earlier in the year in support of a comprehensive 
program of economic adjustment and structural 
reforms in Mexico. 

In addition to infusion of fresh money, the 
September agreement eased Mexico's debt repay
ment terms: the accord stretched out the repay
ment schedule of $43 billion of Mexico's $100 
billion debt to 20 years (including a grace period 
of 7 years), and lowered the interest rate Mexico 
must pay over the London interbank rate 
(LIBOR) on 6-month Eurodollar deposits. 

The precursor of the September accord with 
commercial banks was the signing of a $12.5 bil
lion standby agreement by Mexico and the IMF 
on July 22. Under the agreement, the e~rlier 
mentioned $6 billion would come from private 
banks, and the remaining $6.5 billion would be 
collectively provided by the IMF, the World 
Bank, and the governments of advanced indus
trial countries. In this accord, the IMF acknowl
edged for the first time that Mexico is unable to 
absorb the massive losses of revenues caused by 

a The deterioralion or the 1985 trade performance was 
preceded by 3 years or trade surpluses. 
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plummeting petroleum prices. Accordingly, in a 
sharp departure from past practices of demanding 
austerity policies for financial assistance, the IMF 
announced its support for a growth-oriented pol
icy in Mexico and eased the terms of debt repay
ment.1 Meanwhile, the IMF stressed that 
concessions granted to Mexico were special and 
should not be considered a precedent for other 
debtor countries. 

In return for IMF support, Mexico agreed in 
July to wide-ranging economic policy reforms that 
would amount to reducing the role of the Govern
ment which owns or controls some three-fourths 
of the economy. Mexico also agreed to open its 
inefficient industries to international competition 
by liberalizing foreign trade and investment in ac
cordance with Mexico's then upcoming GAIT 
membership.2 Other commitments made by 
Mexico included the introduction of a new tax 
system and tax collection reforms to raise more 
revenue, and a price reform to ensure that prices 
are responsive to markets. Mexico's July com
mitments were regarded as consistent with the 3 
to 4 percent rate of growth projected for 19 8 7, 
despite the severe budget cuts the Government 
was compelled to make. This estimate compares 
with the 3 to 4 percent decline in the Mexican 
economy in 1986. 

Before sharply falling crude oil prices, a se
vere eanhquake in September 1985, and short
comings in performance weakened its economy, 
Mexico was known as the most willing Latin 
American country to accept austerity as a price 
for its massive accumulated debt. In 1985, how
ever, Mexico failed to meet its austerity commit
ments for the first time. As a result, in 
September 1985, the IMF revoked its 1983-85 
loan agreement with Mexico, freezing the upcom
ing disbursements in loans. The IMF's criticism 
of Mexico's 1985 performance centered on the 
Government's failure to control the budget deficit 
and inflation. 

Mexico's new accord with the IMF in July 
1986 broke a 5-month deadlock in the negotia
tions. The principal argument between the par
ties was the extent of budget reduction the 
Mexican Government must undertake. After 
holding out for a smaller budget cut, Mexico 
eventually agreed to slash its budget deficit. The 
deficit is projected to reach a record 16 percent 
of the GDP for the year under review. 

1 The July agreement came within the framework of 
U.S. Treasury Secretary James A. Baker's plan (the 
"Baker plan") for helping indebted developing economies 
with more lending so that they can adopt the reforms 
needed and become capable of paying back their credi
tors. Secretary Baker himself, Federal Reserve Board 
Chairman Paul A. Volcker, and other officials of the 
U.S. Government actively participated in forging this 
pact. 
a See the following section "Accession to the GATT" for 
a discussion of this issue. 
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Merchandise Trade With 
the United States 

In 1986, Mexico was the fourth largest U.S. 
trading partner. Mexico ranked third as a single 
country market for U.S. exports but moved from 
fourth place in 1985 to fifth place in 1986 as a 
single-country source of U.S. imports. 

The year 1986 was the fifth consecutive year 
in which the United States had a negative mer
chandise trade balance with Mexico. In contrast, 
the United States consistently maintained a sur
plus in this trade through 1981. The balance 
shifted in 1982 when Mexico's debt crisis trig
gered significant trade controls and a recessionary 
environment in that country. 

Trade with the United States was gre.Mly af
fected in 1986 by the deepening oil slump and its 
effect on Mexico's economy. The year marked 
the first decline in trade with Mexico in both di
rections in recent times. Although the 1986 trade 
balance still favored Mexico, the U.S. deficit con
tinued to narrow to SS.3 billion from $5.9 billion 
posted a year earlier. 

U.S. exports 

In 1986, U.S. exports to Mexico amounted 
to $11. 9 billion, down 8. 9 percent from that in 
the previous year. The decline was attributable to 
depressed demand in Mexico that was a result of 
the continuing erosion of the peso and the virtual 
lack of domestic bank credit. The drop in 1986 
followed rebounding U.S. exports to Mexico in 
1984 and 1985 from low 1983 levels. The 1986 
decline in exports occurred in all major commod
ity SITC sections except miscellaneous manufac
tures (table 4-6). 

In 1986, machinery and transportation 
equipment accounted for more than one-half of 
the overall U.S. exports to Mexico. Automotive 
products (particularly chassis and parts), electri
cal equipment, office machines, and telecom
munications products were the leading goods in 
this category (table C-7). Although the absence 
of industrial expansion and new investment 
largely reduced Mexican demand for machinery 
and equipment, U.S. sales were sustained by 
Mexico's booming maquiladora industry, which 
imports machinery and equipment for reexport 
after assembly.3 Unlike the rest of the Mexican 
economy, the maquiladora industry remained 
strong in 1986, and currently ranks as Mexico's 
second largest industry after oil and related pro
duction. Owing, in part, to the two-way trade 
flow involving maquila plants, machinery and 
transportation equipment constitutes the leading 

3 Mexico's maquiladora (or "In-bond") industry proc
esses materials, or assembles components, produced in 
the United States and returns the processed or assembled 
product to the United States. See also "U.S. Imports" 
below. 



Table 4-1 
U.S. trade with Mexico, by SITC' No. (Revision 2), 1984-88 

(In thousands of dollars) 

SITC 
section 
No. Description 1984 1985 1986 

U.S. exports 

{I 

1 
2 
3 
4 
5 
8 
7 
8 
9 

Food and llve animals .....•........•••......•.••.•.•• 
Beverages and tobacco ..••.•.•..•.•••...•..•......•. 

997,358 
2, 127 

1,305,510 
370,922 
170,758 

1,247,569 
1,177,159 
5, 183,438 

912,874 593,432 
1,774 1,938 

Crude materlals-lnedlble, not fuel ..•.••..•.•••..••.••. 
Mineral fuels, lubricants, etc •.••..•..•••.••••...••.•.. 
Olis and fats-animal and vegetable produce .••.•....•.. 

1, 139,990 
573,018 
112,257 

802,836 
405,634 
136,947 

Chemicals .•..•.••••.•••..•.••..••..•....••.•.•..... 1,411,545 1,270,965 
Manufactured goods by chief material .•••.•..•.•.••.••• 
Machinery and transport equipment ••••••...••..•.•.•.. 
Mlscellaneous manufactured artlcles •.•.••.......•..... 
Commodities and transactions n.e.c •••..•..•..•.••••.• 

753,924 
252,437 

1,362,956 
6,284,254 

852,204 
433,380 

1,272,206 
6, 140,994 

919, 168 
380, 731 

Total .••.•••.•.•..•...•..•. .,. • • . . • . . • . • . . • . • . • . . . 11,461,203 13,084,252 11,924,851 

U.S. Imports 

0 
1 
2 
3 
4 
5 
8 
7 
8 
9 

Food and llve anlmals ••••••••...•.••.•••...•......... 
Beverages and tobacco •.•.••....•.•.•..•............ 

1,543,375 
104,477 
321.295 

7,814,391 
2,788 

490,734 
1,476,092 
4,574,378 

944,607 

1,587,982 2, 190,689 
151,121 182,696 

Crude materlals-lnedlble, not fuel ••.•..•.....•........ 
Mineral fuels, lubricants, etc •.•..••...•.••.•.••.••.••. 
Olis and fats-animal and vegetable produce ••••.••.•... 

470,744 
7,820,772 

1,906 

676,787 
3,696,280 

1,624 
Chemicals •••••••••.•.• ~ ••.•••••••••..•••.••.••••.•. 472,690 365,934 
Manufactured goods by chief material •...••••......••.• 
Machinery and transport equipment •.•.••.....••...•..• 
Mlscellaneous manufactured articles ••.••••..•.•••••.•• 
Commodities and transactions n.e.c ..•••.•.••••..•...• 490,261 

1,251,976 
5,444,513 
1, 179,289 

557,252 

1,615,764 
6,537,831 
1,323,742 

605,015 

Total . • • • • • • • • • • . • • • • • • • • • . • . . • • • • • • • • • • • • . • • . • • • 17,762,399 18,938,246 17.196,360 

' Standard International Trade Classification. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
Note: Trade does not Include special category exports. 

product category of U.S.-Mexican trade in both 
directions.1 

In 1986, U.S. farm exports to Mexico were 
especially hard hit. In addition to slack demand 
overall, the decline in this category was attribut
able to both a strong agricultural output in Mex
ico, and falling world prices of many farm 
products. Exports of soybeans fell steeply in 
terms of volume and even more in terms of value 
(table C-7). Soybeans was the second leading 
U.S. export to l\'lexico in 1984 and 1985, but it 
moved to 10th place in 1986. Com exports to 
Mexico continued to decline for the fourth con
secutive year. 

U.S. imports 

In 1986, U.S. imports from Mexico 
amounted to $17. 2 billion, down $1. 7 billion, or 
9.2 percent (table 4-6). A $4.1 billion decline in 
the import value of mineral fuels-the product 
section that contains crude o:I-was solely respon
sible, with imports up in all other major product 
sections. Most of the sharp decline in mineral 
fuel imports was the result of significantly lower 
petroleum prices in 1986. 

1 For more details, see "U.S. imports" below. 

For years, mineral fuels constituted the 
dominant product section in U.S. imports from 
Mexico but they shifted to second place for the 
first time in 1986. Nonetheless, crude oil contin
ued to top the list of specific products imported 
from Mexico, still dwarfing the value of all other 
imports (table C-8). 

U.S. imports of Mexican machinery and 
transportation equipment-the new leading import 
category from Mexico in 1986-were up 20 per
cent to $6.S billion (table 4-6). As before, auto
motive products, telecommunication equipment, 
and office machines were the top goods in this 
group. These imports generally enter the United 
States under TSUS items 807.00 after assembly 
or funher processing in Mexico. The United 
States levies duty only on the value added in 
Mexico. Together with Japan and Canada, Mex
ico is a leading beneficiary of the U.S. program 
under TSUS items 806.30 and 807 .00. In addi
tion to machinery and equipment, various wear
ing apparel products also feature prominently in 
the program.2 

2 Item 806.30 or the TSUS applies to nonpreclous metal 
arlicles (1) made or processed in the United States, 
(2) exported for more processing abroad, and then 
(3) returned 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. 
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TSUS provisions 806.30 and 807 .00 have in
duced the establishment of the maquiladora pro
gram to foster job creation in Mexican territory 
that borders with the United States. Ma
quiladoras are the principal Mexican source of 
U.S. imports under the TSUS items 806.30 and 
807 .00. Mexican authorities allow maquiladoras 
to be fully foreign owned, and they do not levy 
import duties on U.S. shipments to the ma
quiladoras, or export duties on the outbound 
shipments of these plants. 1 

Table 4-7 shows imports from Mexico under 
TSUS items 806.30 and 807.00 during 1984-86. 
Items entering under TSUS 807 .00 continued to 
rise as a share of overall U.S. imports from Mex
ico, accounting for 26.9 percent of the total in 
1984, 29.2 percent in 1985, and 38.3 percent in 
1986. Goods entering under TSUS item 806.30, 
although still relatively insignificant, almost dou
bled in 1986 over those in 1985. These imports 
constituted 0.2 percent of all U.S. imports from 
Mexico in 1984 and 1985 and OA percent of the 
total in 1986. Their growth rair·.?·1 some concern 
in the United States that cert~=~u Mexican steel 
exports, which are subject to r. bilateral steel ac
cord, now find their way to the U.S. market un
der this program.2 

Another noteworthy 1986 development was a 
38-percent rise in U.S. imports from Mexico of 
food, the third largest product section in this 
trade flow. The United States is the principal for
eign market for Mexican food exports. U.S. im
ports of coffee and shellfish, the leading products 
in this category, increased in 1986 in volume and 
value (table C-8). Mexico also supplies a large 
portion of all fresh fruits and vegetables con
sumed in the United States during the winter 
months. Some of these imports compete with 
U.S. production of similar items. In 1986, the 
price of Mexican tomatoes on the U.S. market 

1 The Mexican maqulladora Industry Is dominated by 
subsidiaries of U.S. companies that take advantage of 
the lower labor costs In Mexico. However, Japan and 
other countries have also shown an Interest In this 
program. Currently Mexico has some 900 maqulladoras 
that employ over 215,000 workers. 
1 See also the subsection on "U.S.-Mexlcan bilateral 
relations" later In this section. 

Table 4-7 

almost doubled from that in 1985, reaching re
cord value. 

As a developing country, Mexico is also a 
beneficiary of the GSP program of the United 
States. In 1986, merchandise valued at $1.3 bil
lion, or 7.6 percent of overall U.S. imports from 
Mexico, entered duty free under this program.3 
Mexico was the fourth-ranking beneficiary coun
try of the GSP during the year. Benefit levels are 
expected to decline in the future as the decisions 
based on the "general review" of the GSP pro
gram will be implemented. 4 

In 1986, almost one-half of the total imports 
from Mexico entered the United States under 
preferential provisions. Imports under GSP and 
under TSUS items 806.30 and 807.00, together, 
added up to almost 47 percent of overall imports 
from Mexico. 

Major Policy Developments 
Affecting Trade 

Trade liberalization 

The year 1986, was an active year for Mexi
can foreign trade policy. New foreign trade legis
lation was announced on January 13, establishing 
for the first time antidumping duty, countervailing 
duty, and safeguard procedures. The liberaliza
tion of Mexico's severe protectionist foreign trade 
and investment controls-a process that began in 
1984-continued. Notably, in April 1986, Mex
ico announced a broad program of duty reduc
tions, mainly affecting products with tariffs 
exceeding 20 percent,5 The program immedi
ately lowered all 100-percent duties to SO per
cent, and scheduled significant reductions in all 
remaining duty categories. The reductions will 
take place over 30 months, with final implemen
tation by November 1988. 

3 Mexico's GSP share Is the smallest among all benefici
aries of the U.S. GSP program. The reason for the 
small share Is that petroleum, which still dominates this 
trade flow, is not GSP eligible. 
4 See also the section "Generalized System of Prefer
ences" In ch. 5. 
0 These reductions were not directly related to Mexico's 
subsequent accession to the GA TT. 

U.S. Imports from Mexico entered under TSUS Items 808.30 and 807.00, 1984-88 

Item 1984 1985 1986 

Mllllon Per- Miiiion ~er- Mllllon Per-
dollars cent dollars cent dollars cent 

Total U.S. Imports •........••........... 17,762 100.0 18,938 100.0 17, 196 100.0 

TSUS Item 806.30 ....•............... 33 .2 39 .2 74 .4 
TSUS Item 807.00 .................. .. 4,776 26.9 5,524 29.2 6592 38.3 

Imports under Items 806. 30 and 807. 00 .•.. 4,808 27.1 5,563 29.4 6,666 38.8 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

4-34 

(00 



Accession to the GA Tr 

The process by which Mexico joined the 
GAIT was initiated in 1985.' On August 24, 
1986, a protocol of accession, which was signed 
30 days earlier, took effect and Mexico became 
the 92d contracting party.2 Ratification of acces
sion by the Mexican Senate followed on Septem
ber 11. As a result of its accession. Mexico was 
able to participate in its new capacity at the Sep
tember Ministerial meeting of the GAIT in Uru
guay. 

On joining the GA TT, Mexico gained the 
benefit of all tariff concessions negotiated by 
GA TT Contracting Parties since the inception of 
the ~eneral Agreement in 1948. In particular, 
MeXIco enjoys guaranteed MFN treatment by 
other GA TT members, and has access to the 
GA TT dispute settlement procedures. In addi· 
lion, Mexico is entitled to special GA TT privi· 
leges that are accorded developing countries as an 
aid to their economic development. 

~~xico .. is committed to eliminate its import 
restnctJons to the fullest extent possible" within 
~months of acce~sion.3 For Mexico, dismantling 
import controls involves, most importantly, the 
phasing out of its system of prior import licensing 
and replacing it with tariffs. Licensing once cov
ered virtually all of Mexico's imports. At the 
time of accession, it applied to about 800 prod
ucts, representing 35 percent of the value of over
all imports. Also in accordance with its GA TT 
commitments, on August 14, 1986, Mexico abol
ished a list of products that had been prohibited 
for imports-mostly luxury items. Howevtir, the 
formerly banned goods still remain subject to 
prior import licensing requirements. 

In the area of tariffs, Mexico committed it· 
self to "bind" all of its import duties at a ceiling of 
SO percent.• During the course of bilateral tariff 
negotiations with individual GA TT members 
Mexico also agreed to bind 373 products at speci: 
fied lower duty levels. Two hundred of these 
products are typical U.S. export items. Alto
gether, these bilaterally negotiated bindings cover 
16 percent of Mexico's total 1985 import value. 
How~ver, during the GAIT accession process, 
Mexico also announced that it might need to ap
ply tariff surcharges during the next 8 years. 

1 See the Operation of the Trade Agrtements Program, 
37th Report, J98S, p. 183. 
1 It should be noted that Mexico was ready to join the 
OATT once before but subsequently withdrew its applica
tion In March 1980 In response to broad protectionist 
sentiment against this move. The protocol of accession 
that Mexico signed In July 1986 Is generally regarded as 
less favorable to Mexico than the earlier protocol that 
was not implemented. 
3 The current administration began this process prior to 
1986. See "Easing import controls" in the Operation 
of the Trade Agreements Program, 37th Report, J98S, 
p. 181. 
• "Binding" means agreeing not to raise a particular duty 
above the bound level wilhout following prescribed OA TT 
procedures. 

The protocol of accession also provides for 
the elimination of Mexico's "official price" sys
tem of customs valuation by December 31, 1987. 
This system, which raised the value of many 
goods for customs purposes at the request of 
Mexican producers, will then be replaced by the 
value of actual transactions in accordance with 
GAIT rules. In June 1986, even before formally 
joining the GA TT, Mexico eliminated the use of 
official prices for 270 goods. 

Accession also committed Mexico to phase 
out its "buy national" policy and make the pur
chasing practices of its State-owned enterprises 
consistent with the GAIT. Furthermore, Mexico 
must administer its laws on antidumping and CVD 
in accordance with GA TT requirements. Mexico 
further agreed to join GA TT codes on import li
censing, customs valuation, antidumping, and 
standards, and initiate negotiations to join the 
Subsidies Code within 6 months of accession. 

Under the terms of accession, in addition to 
trade-related commitments, Mexico mmt imple
ment its National Development Plan in accor
dance with GA TT rules. 

U.S.-Mexican Bilateral Trade Issues 

Overview 

The key issues in 1986 consultations between 
U.S. and Mexican officials were foreign invest· 
ment regulations and weak patent and trademark 
protection in Mexico. Despite some progress in 
recent years towards facilitating foreign invest
ment and strengthening protection of intellectual 
property in Mexico, these issues are expected to 
remain high on the bilateral agenda. 

U.S.-Mexican economic relations improved 
markedly following a meeting of the two coun
tries' presidents and Mexico's accession to the 
GAIT, both in August. At the August 13 meet
ing of the two leaders, President Reagan praised 
Mexican President de la Madrid for his Govern
ment's recent actions such as joining the GA TT; 
making efforts to liberalize trade; devaluing the 
peso; shutting down inefficient State-owned com
panies; and taking steps to restore Mexico's eco
nomic growth. 

Most important, the two presidents agreed in 
August to complete bilateral negotiations leading 
to a broad agreement on trade and investment 
within 1 year. A U.S.-Mexican comprehensive 
"framework" agreement on principles and proce
dures of bilateral trade and investment has been 
planned since April 1985.s Such a bilateral ac
cord would provide a permanent consultation and 
dispute settlement mechanism between the two 
countries to minimize disruptions in their trade 
relations. In addition, the accord would serve as 
a vehicle to clarify the trade and investment 

11 See the Operation of the Trade Agreements Program, 
37th Report, 1985, p. 183. 
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principles on which bilateral transactions would 
be based, and would complement the multilateral 
mechanism that was newly provided by Mexico's 
accession to the GATI. 

The cordiality of the August meeting was en
hanced by President Reagan's announcement that 
a 6-year-old U.S. embargo on tuna imports from 
Mexico would be lifted immediately. This ban 
was imposed on July 14, 1980, after Mexican 
authorities began seizing U.S. tuna boats in a dis
pute over territorial water limits. In addition, the 
President followed up his meeting with the Mexi
can President by urging commercial banks to act 
promptly on Mexico's request for additional 
loans. However, bilateral relations subsequently 
suffered a setback when a new U.S. measure im
posed a higher surcharge on imported oil than on 
domestic oil. 

The United States played an active role in 
Mexico's accession to the GATT in 1986 and is 
expected to be a major beneficiary of this devel
opment. 1 In the words of the USTR, "This 
agreement (the protocol of accession) will guar
antee U.S. exporters to Mexico protection under 
the GA TT including the transparency of import 
regulations, recourse to GA TT dispute settlement 
procedures, and compensation for violations of 
commitments made under the GATT."2 

Many of Mexico's controversial trade prac
tices were addressed in bilateral negotiations pre
ceding accession. For example, some 200 of the 
product-specific tariff bindings Mexico accepted 
as part of its GA TT commitment are products of 
particular interest to U.S. exporters.3 Also, when 
effective, Mexico's accession to the GATI Subsi
dies Code is expected to reinforce its 1985 com
mitment to the United States on phasing out 
export subsidies." 

A 5-year VRA on Mexican steel exports to 
the United States was in ·effect throughout the 
year. This accord was concluded in 1984.s Steel 
products that were manufactured in Mexico's ma
quiladoras from U .S.-produced steel and reen
tered the United States under TSUS item 806.30 
remained outside the scope of the steel accord. 
In 1986 bilateral consultations, the United States 
commented on the surge during the year of these 
exempted U.S. steel imports, especially of cold
rolled sheet and strip.e Mexico agreed that, from 
January 1987, exports of cold-rolled sheet and 
strip in the exempted category will be separately 
recorded and limited for the duration of the steel 
accord. 

1 See "Accession to the GATT." 
a Office or the United States Trade Representative, Press 

. Release or July 15, 1986. 
3 See "Accession to the GATT" earlier in this section. 
• See the Operation of the Trade Agreements Program, 
37th Report, 1985, p. 184. 
11 See the Operation of the Trade Agreements Program, 
36th Report, 1984, p. 163. 
• See also the previous section "Merchandise Trade With 
the United States." 
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A bilateral agreement under the Multifiber 
Arrangement (MF A) covering trade in textile and 
apparel products was also in effect in 1986. The 
accord, originally signed in 1979, 7 was due to ex
pire in June 1986, but was subsequently extended 
through December 19 8 7. Certain modifications 
have been made to the agreement as extended. 

Crude oil 
Bilateral economic relations suffered from 

the imposition of a U.S. levy on imported crude 
oil that was signed into law by President Reagan 
on October 17, 1986, effective January 1, 1987.8 

A tax of 11. 7 cents per barrel on imported oil 
(and of 8.5 cents per barrel on domestic oil) was 
among several measures Congress passed prior to 
its adjournment preceding the November 1986 
elections. The revenues from the surcharge will 
form a "super fund" designed to pay for clearing 
deposits of toxic waste in the United States. Im
ports for the U.S. Strategic Petroleum Reserve 
will be exempt from the new levy. 

Mexico, along with other petroleum supplier 
nations, protested against the new oil import levy 
on grounds that this will reduce Mexican sales of 
crude oil and byproducts to the United States. 
Mexico, as well as other oil suppliers, requested 
that the United States explain the consistency 
with GA TT requirements of the differential be
tween the levy imposed on domestic crude and 
imported crude. 

On November 7, 1986, the United States 
signed a 1-year contract providing for stepped-up 
crude oil purchases from Mexico for the U.S. 
Strategic Petroleum Reserves. Mexico had been 
supplying oil for U.S. stockpiling under a 5-year 
contract that expired in November 1986. The 
new contract provides for delivery of 65,000 bar
rels a day, compared with 50,000 barrels a day 
under the earlier accord. 

Foreign investment 

Mexico's restrictive foreign investment pol
icy, which generally prohibits foreign majority 
ownership, has long been a contentious issue be
tween the United States and Mexico. The Mexi
can Government claims that it is now actively 
promoting direct foreign investment, but many 
barriers remain. STR 191 Notably, in nearly all 
cases where majority foreign ownership is author
ized, Mexico attaches specific conditions such as 
local content, export performance, location, and 
R & D requirements.D Commerce For years, 
U.S. officials have been pressing for modifica
tions, especially concerning foreign investment 
policies and practices in the automotive and com
puter industries. U.S. officials also perceive that 
the alleged liberalization of Mexican foreign 

1 The Operation of the Trade Agreements Program, 31st 
Report, 1979, p. 151. 
• Public Law 99-499. 
e The Operation of the Trade Agreements Program, 36th 
Report 1984, pp. 159-160, and 37th Report, p. 185. 



investment policy has r.ot been communicated ef
fectively to the Mexkan public, which remains 
opposed to outside investors. 

Nonetheless, the Mexican Government did 
facilitate foreign investment in limited ways in re
cent years and continued to do so in 1986. 
Trend In May 1986. \.fexico instituted the "debt 
for equity" program as a measure to relieve the 
country's large external debt. Under this pro
gram, a foreign investor can purchase, at a dis
count, Mexican public sector debt for pesos. The 
investor can then use these funds to make a new 
investment, or increase equity in an existing firm. 
In its first 7 months, the debt-for-equity program 
yielded considerable new foreign investment in 
Mexico. 

Moreover, in September, officials an
nounced that they will simplify rules to ease ac
cess to Mexico of small- and medium-sized 
foreign businesses. According to the rules under 
consideration, small- and medium~sized firms 
with up to 100-percent foreign ownership will not 
need permission from Mexico's National Foreign 
Investment Commission (CNIE) to start opera
tions in Mexico, provided they agree to export 
part of their output. 1 A parent company of small 
or medium size is defined under the new regula
tion as having net annual sales of $8 million or 
less and employing no more than 500 persons. 
The rules specify a range of other conditions for 
foreign firms to qualify. 

Most foreign investors are generally limited 
to 49-percent ownership in Mexico. In the past, 
however, investment authorities have granted ex
ceptions even to large foreign companies when 
they considered a project to be beneficial to the 
country's economic development, for example, 
subsidiaries of IBM and Hewlett-Packard. The 
September 1986 changes followed a Government 
statement denying rumors of an impending com
plete overhaul of Mexico's foreign investment 
statutes.2 Despite its interest in attracting foreign 
investment, the current administration insists that 
there is no need to change the statute. Instead, 
Mexican officials claim that the existing law is be
ing applied in a flexible manner. 

In negotiations of a bilateral framework 
agreement, the United States intends to cover ex
tensively Mexico's investment barriers, as well as 
its trade restrictions. The U.S. direct investment 
position in Mexico is estimated at about SS bil
lion, which ranks Mexico as 13th among foreign 
destinations for U.S. direct foreign investment. 
The big three automakers have extensive invest-

1 CNIE resolution No. 15, unofficial translation, in 
Busintss Muico, December 1986, p. 72. 
2 Mexico's treatment of foreign investment is based on 
three Jaws with their respective resolutions: the 1973 
Law to Regulate Foreign Investment, the 1973 Technol
ogy Transfer Law, and the 1976 Law on Inventions and 
Trademarks. 

ments in Mexico, as do a number of U.S. compa
nies in the chemical, computer, and tourism in
dustries. 

Intellectual property rights 

Responding to pressure from the U.S. Gov
ernment, in September 1986, the de la Madrid 
administration submitted to the Mexican Con
gress amendments to the 1976 Law on Inventions 
and Trademarks. The package was designed to 
correct certain weaknesses in the protection pro
vided by the earlier law. 

Inadequate protection of intellectual prop
erty rights is one of the major impediments to for
eign investment in Mexico's capital-intensive 
high-technology areas. Mexico's 1976 Law on 
Inventions and Trademarks establishes a 10-year, 
nonrenewable protection for patented goods. 
However, this law denies patents to pharmaceuti
cals, chemicals, foods and beverages, metal al
loys, nuclear devices, pollution control devices, 
and plant and animal varieties. In the case of 
pharmaceuticals, agricultural chemicals, foods, 
beverages, and plant and animal varieties, neither 
processes nor products can be patented.3 A few 
of these invention categories are covered by only 
a "certificate of invention," which grants the right 
to receive royalties on an innovation but does not 
guarantee exclusive ·production rights. 

Although the legislation proposed in Septem
ber 1986 addressed many of the U.S. concerns, 
several problem areas in the original law re
mained unchanged. Certain categories of prod
ucts, including pharmaceuticals, agricultural 
chemicals, and biotechnical processes and alloys 
were to remain unpatentable. Dissatisfied with 
the Mexican bill, in 1986, Members of the U.S. 
Congress pressured the administration into taking 
strong action against Mexico in the context of the 
ongoing general Generalized System of Prefer
ences (GSP) review, unless the patent protection 
offered was improved substantially.• However, in 
spite of a U.S. threat of possible retaliation, the 
Mexican Congress passed the intellectual prop
erty rights bill in December without any substan
tial improvements.s 

TAIWAN 

The Economic Situation in 1986 
For Taiwan's economy, 1986 has been char

acterized as a year of plenty, but the improved 
economic performance also highlighted numerous 

3 See the Optration of th1 Tradt Agreements Program, 
37th Report, /98S, p. 85. 
• See "GSP Review" in ch. 5 of this report. 
5 On Jan. 2, 1987, Mexico lost duty-free treatment 
under GSP for an assessed 16 percent of the benefits 
enjoyed in 1985. Mexico is one of eight advanced 
beneficiary countries for whom the United States reduced 
the scope of duty-free preferences as a result of the 
2-year review of the GSP program. 
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economic problems. Taiwan achieved real 
growth of 10.8 percent in calendar year 1986, 
compared with S percent in 1985.' This im
proved performance was due in significant part to 
the decline in world oil prices since Taiwan im
ports almost all of its oil needs. In addition, the 
sharp rise of the yen helped make local manufac
turers' products more competitive in overseas 
markets. Demand for Taiwan's exports was par
ticularly strong in the United States as evidenced 
by a $2. 7 billion increase in the island's bilateral 
trade surplus. However, the strong expon boom 
also led to massive increases in Taiwan's foreign
exchange reserves, which resulted in increased in
flationary pressures and raised many questions 
about the failure of financial authorities to use the 
funds in a productive manner.2 

Taiwan• s central bank holdings increased to 
about $44 billion by year's end, compared with 
$22.2 billion at the end of 1985. The surplus 
stemmed, in part, from the island's vast store of 
domestic savings and a decline in both public and 
private investment; domestic savings exceeded 
domestic investment by 230 percent in 1986.3 

Taiwan's propensity for savings, exacerbated 
by uncertainty towards future political and eco
nomic developments, has contributed significantly 
to the widening gap between savings and invest
ment. Moreover. the declining capital investment 
has serious implications for Taiwan's efforts to 
upgrade its industrial structure in the face of in
creased competition from other developing na
tions. 

Merchandise Trade With 
the United States 

The glut of money in Taiwan caused increas
ingly acrimonious debate on how it should be best 
utilized. One outlet for the funds will be in
creased Government spending on major infra
structure projects. The authorities on Taiwan 
have decided to speed up spending on 14 major 
infrastructure projects, among them, electrical 
power development, telecommunications mod
ernization, harbor projects, and highway and rail
way expansion. Officials have said that U.S. 
firms will be given preferential consideration in 

1 Far Eastern Economic Review, Ltd., Asia 1987 
Y•arboolr., "Taiwan, 11 p. 2.53. 
I Jbid. 
' Carl Goldstein, "Stimulative measures, 11 Far Easttrn 
Economic Review, Apr. 2, 1987, p . .57. The drop In 
private investment is partly explained by characteristics 
of the typical Taiwan firm: lhe overwhelming majority 
are thinly capitalized, have fewer than SO employees, 
and record sales of less than S 1. S million annually. 
Very successful at labor-Intensive production, these firms 
do not readily adopt modern management practices, 
undertake risky Investments, or Incorporate more com
plex technologies. Morgan Guaranty Trust Co., World 
Financial Mark.Its, January 1987, p. 7. 
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bids for major projects in an attempt to moderate 
the trade surplus Taiwan enjoys at the expense of 
the United States." 

Taiwan is the fifth largest source of U.S. im
ports-the United States took about SO percent of 
the island's exports during the year-and the 11th 
largest U.S. export market. As shown in table 
4-8, U.S. exports increased in 1986 by 16.6 per
cent over those in the previous year. Taiwan's 
exports to the United States increased by 20.9 
percent. 

Taiwan's merchandise trade surplus with the 
United States approached S 15 billion by year's 
end. The huge surplus is due, in part, to 
Taiwan's ability to produce low-cost, increasingly 
high-quality consumer goods that are very com
petitive in the United States. Leading exports to 
the United States are footwear, consumer elec
tronic products, textiles, sporting goods, and a va
riety of light industrial products. (See tables C-9 
and C-10 for details of U.S.-Taiwan trade.) 
Taiwan's major imports from the United States 
during the year were primarily agricultural prod
ucts such as soybeans, com, and wheat, but also 
included electrical components, machinery, 
chemicals, and raw materials. 

Taiwan was again the leading beneficiary of 
the U.S. GSP program in 1986. About $10.8 bil
lion in GSP-eligible articles were imported into 
the United States from Taiwan in 1986, or 27 
percent of total GSP products entering the coun
try. Taiwan is the leading GSP source for a vari
ety of products that include electrical sound or 
visual signaling apparatus, pneumatic tires, furni
ture pans, packing containers, electrical measur
ing instruments, sporting equipment, and 
machine tools. In order to retain its benefits un
der the GSP program, Taiwan was required by the 
United States to demonstrate adequate progress 
in opening its markets and protecting intellectual 
property rights. 

Taiwan's major exports worldwide in 1986 
were textiles, leather, wood, paper and related 
products, metal products, machinery, and trans
port equipment. Major imports worldwide were 
crude oil, agricultural products, minerals, chemi
cal and pharmaceutical products, basic metals, 
and electrical equipment and apparatus. 

Major Policy Developments 
Affecting Trade 

Four-year economic development plan 

In midyear, the Council for Economic Plan
ning and Development announced a 4-year eco
nomic development plan for 1986-89. Under the 
plan, the following measures were proposed to 
promote foreign trade: 

" Carl Goldstein, op.cit., p. 57. 
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• reduce impon tariffs; 
• liberalize impon res,ttictions; 
• focus on improving trade imbalances with the 

United States and Japan; 
· diversify expon markets; 
• provide incentives for development of new 

products and markets; 
• secure supplies of raw materials from foreign 

countries and diversify th~ir sources; 
• establish a special agency responsible for all 

trade negotiations and to counter foreign 
protectionism; 

· develop techniques to enhance countertrade 
and transhipment trade; and 

• establish a set of principles for the Central 
Bank to follow in its intervention in the for
eign-exchange market to maintain an ex
change rate favorable to Taiwan's trade. 1 

The plan also contains provisions to encour-

R&D activities with special attention focused on 
the following fields: energy, sciences, automa
tion, biological techniques, hepatitis research, 
and food processing service.2 Research projects 
on semiconductors and robotics will also be pro
moted. 

Preferential tariffs 

High tariffs are Taiwan's principal impon 
barrier. The tariffs average 23 percent and range 
up to 61.S percent ad valorem. U.S. exporters 
identified several examples of tariffs acting as sig
nificant import barriers, including fruit juices (SS 
percent), leather products (7S percent), and 
fresh citrus (SO percent). 

age the private sector to increase R&D activities. 
Financial subsidies will be available for those who 
are engaged in the development of new products 
and tax deductions for R&D expenditures will be 
expanded. A fund will be established to promote 

The Ministry of Economic Affairs (MOEA) 
proposed in 1986 that Taiwan offer preferential 
tariff treatment to trading panners with which it 
has a large trade surplus. Reponedly, the scale of 
tariff cuts would be tied to the level of the trade 
imbalance. For example, if Taiwan's exports to a 
country exceed its imports from that country by 
SO to 100 percent, tariffs would be reduced S per
cent across the board. If exports exceed imports 
by 100 to 200 percent, tariffs would be reduced 
by 10 percent; if exports exceed imports by 200 

1 Airgram, Taipei, "Taiwan's Four-year Economic 
Development Plan," June 18, 1986. 

Table 4-8 

I Ibid. 

U.S. merchandise trade with Taiwan, by SITC1 No1. (Revision 2), 1984-88 
(In thousands of dollars) 

SITC 
section 
No. 

0 
1 
2 
3 
4 
5 
6 
7 . 
8 
9 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Description 

Food and llve animals ••••••••••.••••••••.•.•. , ••••••• 
Beverages and tobacco •• , •••••••••• , ••••. , •••••••••• 
Crude materlals-lnedlble, except fuel ••••••••••••••••• 
Mineral fuels, lubricants, etc •..•••••••.•••.••••••.•••• 
Olis and fats-animal and vegetable .•..•• , ••.•..•••••• 
Chemicals •••••••••••••••••••••.••••••••••••.••.••.• 
ManUfactured goods claHlfled by chief material •••.••.•• 
Machinery and transportation equipment ••.•...•••• , ••• 
Miscellaneous manUfactured articles •••••...••.••.•. , •. 
Commodities and transactions n.e.c •••••.••••.•...•.•. 

1984 

705,398 
71,601 

1,005,588 
268,761 

12, 109 
722,674 
230,698 

1,397,087 
196,574 
47,536 

Total . • . • . • • • • . • • • . • • • • • • • • • • • . . • . • . . . . • • • • . . • . . . 4,658,027 

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 claHlfled by chief material .•...••.• 
Machinery and transportation equipment •••.••••...•••• 
Mlscellaneous manufactured articles ..•....••.......•.• 
Commodities and transactions n.e.c ••••.••..•••..•••.• 

318,379 
896 

39, 147 
44,836 

569 
194,846 

2,240,920 
4,859,115 
6,926,521 

81, 161 

Total . . • • • . • • . • • • • . • . • • • . • . . . . . . • . . . . . . • . . . • . . . • . 14,706,390 

1 Standard International Trade Classification. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
Note: Because of rounding, figures may not add to the totals shown. 

1985 1986 

U.S. exports 

595,643 543,605 
66,348 47,341 

885,419 1,050,742 
172,219 269,649 

12,997 7,693 
573,385 858,855 
187,782 255,257 

1,594,071 1, 722,526 
184,452 223,656 
65, 183 77,799 

4,337,499 5,057, 124 

U.S. Imports 

340,591 422.037 
1,598 2,020 

46,283 40,557 
32,616 30,352 

351 2,054 
192,472 232,066 

2,530,081 3,069,524 
5,332,777 6,406,249 
7,709,692 9,359,674 

167,891 206,078 

16,354,353 19,770,612 
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to 300 percent, tariffs would by cut by 20 per
cent; and if exports exceed imports by more than 
300 percent, tariffs would be reduced by 30 per
cent. The trade dollar amounts used in determin
ing the bilateral imbalance would be based on 
Taiwan's customs records, and all tariff cuts 
would be valid for 6 months. If the bilateral 
trade amounts to less than $100 million, or if 
Taiwan's total trade shows a deficit, the measure 
would not apply. 

Protection of intellectual property rights 

Taiwan made substantial progress in advanc
in.; protection for intellectual propeny rights in 
1986. t It revised copyright and trademark laws to 
provide botter protection and increased penalties 
for infringements. Foreign firms were given ac
cess to Taiwan couns, and national treatment for 
foreign copyright works was affirmed. Legislation 
amending Taiwan's patent law and establishing a 
fair-trade law have been submitted to legislative 
Yuan and is expected to pass in 1987.2 

U.S.-Taiwan Bilateral Trade Issues 

Customs valuation 

In August 1986, the President determined 
under section 301 that Taiwan's use of a duty
paying-list system to calculate customs duties vio
lated a trade agreement, was unjustifiable, and 
constituted a burden on U.S. commerce.3 

The Customs Valuation Code specifies how 
imports may be valued for purposes of calculati.ng 
customs duties. Under the code, customs duues 
are calculated using the transaction value (nor
mally the invoice price). The code, which be
came effective in 1981, allowed each developing 
country to delay its implementation for up to 5 
years following the code's formal entry into force 
for it. Although Taiwaµ is not a signatory to 
either the GATT or the GATT Customs Valu
ation Code, it agreed through a bilateral exchange 
of letters to observe obligations substantially the 
same as those applicable under the code to devel
oping countries. Taiwan should have iml'le
mented equivalent obligations toward the United 
States effective January 1, 1986, but failed to do 
so.• In February 1986, Taiwan agreed to do so 
by July 1, 1986. However, the legislation Taiwan 
enacted effective July 1, provided that its customs 
authorities calculate duties on the basis of a duty
paying-list system (under which the value of im
poned items were to be determined administra-

1 For background Information, see Optration of th1 
Trade Ag111m1nts Program, 31th R1port, 1985, p. 197. 
a Testimony of USTR Clayton Yeutter, before the 
Subcommittee on Oversight and Investigations of the 
Committee on Energy and Commerce, U.S. House of 
Representatives, Sept. 26, 1986. 
~ USTR, "Report to Congress Required by Section 306 of 
the Trade Act of 1974," July-December 1986, p. 7. 
• Ibid. 
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tively), rather than "transaction value" as pro
vided in the Customs Valuation Code. 

In the August determination, the President 
determined to retaliate as long as Taiwan failed to 
meet its obligations. On August 11, 1986, Taiwan 
agreed to abolish the duty-paying-list system and 
enact new regulations that would conform to its 
obligations by September 1. On October 1, these 
ne\f regulations took effect and the USTR ac
cordingly announced no funher action. 

Beer, wine, and tobacco 

In October 1986, the President determined 
under section 301 that practices l?Y the authorities 
on Taiwan regarding the distribution and sales of 
U.S. beer, wine, and tobacco products consti
tuted a restriction on U.S. commerce.5 

In October 1985, the authorities on Taiwan 
agreed to provide, within 6 to 12 months, greater 
access to their beer', wine and tobacco products 
market for U.S. exports. Taiwan agreed to the 
following: (1) lifting the impon ban on beer, (2) 
allowing U.S. products to be sold at all retail out
lets where Taiwan products were sold, (3) permit
ting the retail prices of imports to be marked up 
at no greater rate than the prices for domestic 
products, and (4) allow market forces to deter
mine the imponation of these products.8 

However, Taiwan continued to ban beer im
ports, allow higher taxes for imports of wine and 
tobacco than for domestic products (thereby 
making imports more expensive), and precluded 
imports from being sold at all retail outle.ts wher.e 
domestic products were sold. The President di
rected the USTR to propose appropriate retali
atory actions. 

On December 5, 1986, Taiwan agreed to lift 
the ban on beer imports; no longer required that 
the retail price of wine and tobacco be taxed at a 
higher rate than domestic products; and allowed 
U.S. products access to the more than 70,000 re
tail outlets where dome::;tic products are sold. 
Taiwan also agreed that U.S. companies could 
operate in Taiwan and directly promote their 
products. 

Performance requirements 

In several cases, Taiwan has tied foreign in
vestment proposals to minimum expon perform
ance requirements. These requirements have 
ranged from 5 to 50 percent of a new invest
ment's output. Requirements have typically been 
negotiated with investors on a case-by-case basis. 
Taiwan also imposed a 50 percent local content 
requirement on color television receivers: SS per
cent for video cassette recorders; 70 percent for 
heavy automobiles: and 90 percent fo1 motorcy
cles. 7 

e USTR, Fort gn Trad1 Barri1rs, op. cit., p. 8. 
• Ibid. 
7 Ibid., p. 251. 
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The United States has. tried repeatedly to get 
Taiwan's authorities to abandon performance re
quirements. Taiwan did eliminate export per
formance requirements in all domestic sectors as 
well as on VCR's, color televisions, and motorcy
cles. However, in March 1986, the United States 
initiated a section 307 investigation into Taiwan's 
export performance requirements on foreign di
rect investment in the automobile sector. 1 The 
section 307 investigation was prompted when Tai
wan granted Toyota the right to build. an automo
bile plant in Taiwan subject to an export 
performance requirement that a certain percent
age of Toyota's production in Taiwan, ranging 
from 12.5 percent initially to as much as 50 per
cent in the 1990's, must be exported. These ex
ports would most likely be directed primarily at 
the United States. In September, Taiwan agreed 
to eliminate performance requirements from cur
rent investments, expansions of current invest
ments, and future investments by mid-1987.2 

Machine tools 

Taiwan, one of the major suppliers of ma
chine tools to the United States, was one of two 
nations agreeing in 1986 to voluntarily restrain its 
exports of machine tools to the United States.3 
The 5-year agreement, effective January 1, 1987, 
rolls back Taiwan's share of the U.S. market of 
certain machine tools to levels prevailing in the 
early 1980's. The products covered by the agree
ment are numerically controlled lathes, non-nu
merically controlled lathes, milling machines, and 
machining centers. 

Negotiations for the agreement were an
nounced by the President in May after complaints 
from domestic manufacturers that imported ma
chine tools had so battered the industry that it 
might be unable to meet wartime demand.4 

Taiwan's accord was part of a broad administra
tion program to limit machine tool imports from 
foreign suppliers. 

Textiles 

Taiwan is the largest supplier of textiles and 
apparel to the United States in terms of volume. 
In July 1986, the USTR announced a new com
prehensive agreement with Taiwan regarding tex
tile and apparel imports into the United States. 

t Under section 307, the USTR rather than the Presi
dent, has the authority to impose duties or other Import 
restrictions, including exclusion from entry into the 
United States on products or services found to stem from 
performance clauses in local investment licenses. 
1 USTR, Foreign Trade Barriers, op. cit. 
3 The United States also sought such agreements wilh 
West Germany, Japan, and Switzerland. See the 
sections on Japan and the EC in this chapter. 
4 Reportedly, the President was reluctant to impose 
restraints based on national security; although the law 
permits such a ruling, it rarely has been used. Asian 

The agreement modified and extended the prior 
textile agreement (scheduled to expire at the end 
of 1987) with Taiwan. The new agreement is 
scheduled to expire at the end of 1988.s 

Taiwan's textile and apparel exports to the 
United States have grown an average of 15 per
cent annually since 1981. Under the agreement, 
Taiwan's exports will grow by only minimal 
amounts, about one-half of 1 percent a year ret
roactively from 1985 through 1988.8 Unlike a 
similar agreement negotiated with Hong Kong 
during 1986, Taiwan's agreement is scheduled to 
end on December 31, 19 8 8, and does not provide 
for a second 3-year period with slightly higher 
growth rates. According to the Chief Textile Ne
gotiator in the Office of the USTR, this iJ because 
Taiwan has prohibitively high tariffs on U.S. tex
tile and apparel products.7 Taiwan's agreement 
extends coverage from cotton, wool, and man
made fibers controlled under the previous agree
ment to essentially all textiles including silk 
blends, linen, ramie, and other fibers. 

REPUBLIC OF KOREA 

The Economic Situation in 1986 
After a lackluster economic performance in 

1985, Korea returned to a high level of growth in 
1986. The recovery that began in the third quar
ter of 1985 was sustained through strong export 
growth and continued increases in infrastructure 
investments. After posting a current account 
deficit of $1.0 billion in the first 6 months of 
1985, the first half of 1986 witnessed a current 
account surplus of $0.5 billion. By the end of the 
third quarter, the surplus was $2.5 billion, and by 
the end of the year, the surplus expanded to $4. 7 
billion.8 

This rapid improvement in Korea's current 
account was the country's most startling economic 
development in 1986. Korea has experienced 
double-digit economic growth in the past, but 
1986 was a special year; with the exception of a 
small current account surplus of $12 million in 
1977, Korea has always run chronic deficits. The 
main reasons for the improvement were (1) yen 

"-Continued. Wall Street Journal, "Taiwan to Limit 
Machine Tool Exports to U.S.," Dec. 15, 1986, p. 9. 
" In April 1987, Taiwan announced reduced tariffs on 
many textile and apparel products. As a result of these 
changes, the U.S. Chief Textile Negotiator extended 
Taiwan's textile agreement through December 31, 1989. 
The I-year extension calls for a growth rate of less than 
1 percent. Office of the U.S. Trade Representative, 
Press Release No. 13/87, Apr. 23, 1987. 
e Office of USTR, Press Release, "U.S. and Taiwan 
Reach Textile/Apparel Agreement," July 14, 1986. 
7 Ibid. 
e Morgan Guaranty Trust Co., World Financial 
Markets, January 1987, p. 8. 
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appreciation, (2) lower international interest 
rates, and (3) lower oil prices. 1 

The surplus enabled the Government to be
gin amortizing foreign debt without recourse to 
new borrowing, thus contributing to a reduction in 
the level of the country's foreign debt. Korea's 
gross foreign debt-at $46. 7 billion in January 
1986-is the third largest in the developing world. 
By year's end, it improved to $45 billion.2 

The yen appreciation coincided with the 
coming on line of new capacities in consumer 
electronics and small automobiles, enabling Ko
rea to make inroads into these markets tradition
ally dominated by Japanese suppliers, particularly 
in the United States and Europe. Korea's world
wide exports increased 23 percent in 1986. 

Despite the economic growth achieved in 
1986, there were some trouble spots in Korea's 
economy. Indeed, the successful year helped fo
cus attention on some of the weaknesses that are 
part of Korea's "economic miracle." Per capita 
income was only $2,300, about one-sixth that of 
the United States. Korea's dependence .on Japan 
for semi-processed and intermediate goods for its 
export sector was underscored as Korea's deficit 
with Japan increased 95 percent in the first 9 
months of the year compared with the deficit in 
1985. Moreover, although Korea successfully 
penetrated European markets in 1986, its eco
nomic success continues to be closely related to 
the U.S. capacity to absorb imports. In 1986, the 
United States took 40 percent of Korea's im
ports, up from 38 percent in 1985. 

Merchandise Trade With 
the United States 

Korean exporters did well in 1986. As men
tioned previously, the revaluation of the yen dra
matically improved the competitiveness of Korean 
goods in third-country markets, notably the 
United States. A number of sophisticated indus
trial exports were particularly successful such as 
automobiles, video t;ipe recorders, and personal 
computers. Exports of textiles, steel, and other 
consumer electronics goods were also successful 
during the year. However, former top foreign-ex
change earners-overseas construction and ship
building-remained in a slump. 

1 According to World Financial Mar/cits, p. 9, Korea's 
oil bill decre:i.sed from $4.1 billion for the first 9 months 
of 1985 to $2. 7 billion in the first 9 months of 1986. It 
ls estimated that, In the first 6 months of 1986, the 
decline in interest rates, from those prevailing at the end 
of 1985, saved Korea a total of $100 million. 
a According to World Financial Mar/cits, p. 9, a goal of 
further debt reduction Is built Into the next S-year 
economic plan. Korea projects continued current 
accounts surpluses of the present scale through 1991, lo 
repay foreign debt and build up foreign assets. The plan 
targets a $12 billion reduction in gross foreign debt by 
early 1991. 
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Korea is the seventh largest source of U.S. 
imports and the eighth largest U.S. export mar
ket. During the year, 40 percent of Korea's ex
po1ts went to the United States, compared with 
15 percent to Japan and 12 percent to the EC. 
Table 4-9 shows U.S. merchandise trade with 
Korea from 1984 to 1986. The U.S. deficit with 
Korea was $6.9 billion in 1986, up from $4.3 bil· 
lion in 1985. 

The leading products in U.S. exports to Ko
rea in 1986 were electrical items such as tubes, 
transistors, and integrated circuits, whole cattle 
hides, transport equipme.nt, and grains. 

Korea's passenger automobile industry 
emerged as a leading export industry and the 
United States was largely responsible. In 1985, 
Korea sold only 65 cars to the United States; by 
mid-1986, over 100,000 units were sold here. 
Hyundai first began its assault on the U.S. auto 
market in the early part of the year, with an origi
nal target of 100,000 cars for the year. By 
yearend, over 165,000 units were sold in the 
United States.3 Other leading items imported to 
the United States from Korea were footwear, ap
parel, telecommunications equipment, and elec
trical machinery. (See tables C-11 and C-12 for 
details of the U.S-Korean trade.) 

Major Policy Developments 
Affecting Trade 

Financial sector liberalization 

During the year, the Korean Government re
affirmed its commitment to a long-term program 
of liberalization and deregulation in the financial 
sector. However, progress was slow and foreign 
banks were still denied national treatment."' Re
strictions on foreign bank operations include the 
following: (1) limited access to the Dank of Ko
rea rediscount facility; (2) inability to invest in 
the financial services industry (such as short-term 
finance companies); (3) inability to extend asset
based financing secured by real property, or 
mortgages on vessels or aircraft; ( 4) restrictive 
definition of capital that artifically limits the ex
tent of conducting business; (5) limited ability to 
open new branches, or own banking premises; 
and (6) limited de facto ability to act as a prime 
bank.s 

:i Other Korean auto manufacturers have entered Into 
fierce competlllon with Hyundai for a share of the 
subcompact and mid-sized market. In September, 
Daewoo's new automobile-part of a joint venture wllh 
GM-began selling in Korea and Is expected to begin 
selling In the Unlled States In 1987. Kia Motors is also 
gearing up to begin selling Its subcompact (developed and 
produced in a joint venture with Ford} to the United 
States in 1987. 
4 USTR, Foreign Trade Barriers, op. cit., p. 173. 
s In 1984, Korea announced a 2-year banking sector 
liberalization scheme lo afford foreign bank branches 
national treatment. See Operation of the Trade Agr11-
m1nts Program, 37th R1port, 1985, p. 202. 



Table 4-1 
U.S. merchandlH trade with th• Republlc of Korea, by SITC1 Nos. (Revision 2), 1184-88 

(In thousands of dollars) 

SITC 
section 
No. Description 1984 1985 1986 

U.S. exports 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Food and llve animals •••••••.•..••••••••••••••••••••• 
Beverages and tobacco •••••••.•••••••••..•.•••••••.• 

702.258 
1,786 

1,484,797 
271,810 
47,794 

645,527 
336,739 

1,989,496 
264, 134 
41,626 

549,527 439,669 
5,904 11,688 

Crude materials-Inedible, except fuel ••••••••••••••••• 
Mineral fuels, lubricants, etc •••.•.••••••••••••.••••••• 
Olis and fats-animal and vegetable .••••••••••••.••••• 

1,383,691 
386,242 
40,803 

1,577,248 
230, 126 
23.910 

Chemicals ••••••••••••••••••••••.•••••••.•••.•••.••. 591,045 761,902 
Manufactured goods classified by chief material ••••••••• 
Machinery and transportation equipment •••••••.••••••• 
Mlscellaneous manufactured articles ••••••••••••••••••• 
Commodities and transactions n.e.c •.••••••••••••.•••• 

316,642 
2.080,016 

245,912 
66,720 

385,710 
2,020,474 

287,641 
57,336 

5,666,503 5,795,704 Total ••••••••••••••••••••.•.••••••••••.•.••••••.• _5_._18_5_,9_6_6 _________ _ 

U.S. Imports 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Food and llve animals •••••••••••••••••••••••••••••••. 
Beverages and tobacco .•••••••.•••••••••••••.••••.•• 

119,550 
19,561 
8,776 
4,885 

87 

124, 164 179,567 
22,238 25,772 

Crude materlals-lnedlble, except fuel ••••••••••••.•••• 
Mineral fuels, lubricants, etc .•••••••••••••.•.•.••.•..• 
Olis and fats-animal and vegetable ••.•.••••••••••••.• 

10,432 
79, 129 

82 

12,840 
41, 187 

4 
Chemicals •••.••••• : ••••••••••••.•••••••.•.•••••••.• 78,442 

1,919,648 
2,712,981 
4,382,599 

86, 105 125,278 
Manufactured goods classified by chief material ••••••••• 
Machinery and transportation equipment •.•••••••••.•.• 
Mlscellaneous manufactured articles •••••••••••••••••.• 
Commodities and transactions n. e.c ••••.•••••••••••••• 48,520 

1,936,785 
2,828,873 
4.821.875 

76,680 

1,793,870 
4,524, 157 
5,901,497 

78,647 

Total • • • • • • • • • • • • • • • • • • • • • • • • • • . • • . • • • • • • • • • • • • • • 9,295,050 9,986,363 12,682,819 

1 Standard International Trade Classification. 

Source: Complied from official statistics of the U.S. Department of Commerce. 
Note: Because of rounding, flguree may not add to the totals shown. 

In July, the Ministry of Finance announced 
that foreign bank branches that elect status as an 
"A" tier bank could have complete access to the 
Central Bank's rediscount facility. In return, 
these banks must make certain concessions, in· 
eluding giving up swap privileges and making 35 
percent of their new loans to small and medium
sized businesses. Those banks electing "B" tier 
status could continue to enjoy access to the redis
count facility for export finance and would be re
quired to lend only 25 percent of their funds to 
small and medium-sized businesses. In August, 
the Government announced that foreign banks, 
regardless of A or B status, could issue negotiable 
certificates of deposits in return for the perma
nent reduction of a comparable amount of swap 
privileges. 

Restrictions on foreign banks' local currency 
operations requires the retention of their earnings 
in Korea rather than remittance abroad. To date, 
U.S. banks operating in Korea have brought 
about $1 billion into the country to swap for Ko· 
rean currency to conduct local business. 1 

1 USTR, For1l1n Trad1 Barriers, op. ell. 

Commodity liberalization 
On May 31, 1986, the Ministry of Trade and 

Industry announced Korea's annual trade plan 
for the period July 1986 to June 1987. The new 
plan grants automatic approval (AA) status to an 
additional 301 items. This means that formal 
nontariff barriers are removed and the products 
are "liberalized. "2 However, import licensing re· 
mains a major impediment to the sale of U.S. and 
other foreign exports to Korea. Import licenses 
for manufactured goods typically require the rec
ommendation of the Korean industry association 
whose members compete with the imported 
goods. Certain food products are under a food· 
grain management program that takes precedence 
over the annual trade plan. Licensing restrictions 
are stringent for processed food and forestry 
products, and, since July 1982, the Ministry of 
Trade and Industry (MTI) has effectively banned 
imports of personal computers and peripheral 
equipment that can be produced locally.3 Local 

' As a result of the increase In AA Items, the total 
number of products on AA Increased to 7,245 products 
based on the 8-dlgll CCCN Import classification. A total 
of 670 CCCN items remain on the restricted list. State 
Department Alrgram, "Foreign Economic Trends for 
Korea," Dec. 8, 1986. 
3 See Operation of th1 Trad1 Agr11m1nts Pro1ram, 31th 
R1port, 1985, p. 203. 
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producers are encouraged through localization 
programs to increase the domestic content of 
leading exports: for example, financial assistance 
is provided to firms that switch from Japanese
made to Korean-made inputs in auto, trucks, 
ships, and electronics. 1 Beef, citrus fruit, and 
seafood imports remained subject to bans or quo
tas during the year. 

U .$.-Korean economic consultations have 
met with some success in obtaining liberalization 
for some products. In the 1986-88 liberalization 
program, Korea moved, or will move, a number 
of items to its automauc approval for import list. 
This includes the following: minicomputers and 
personal computers (automatic approval in 
1987): mid-sized and microcomputers and pe
ripheral equipment (1988): nylon carpets (1986); 
soda ash ( 19 8 6) : soybean oil ( 19 8 8) : selected 
hand tools (1987): canned pork (1987): canned 
poultry meat (1987); television cameras and pho
tographic cameras (1988); engine bearings 
(1988); canned peaches (1988); and canned fruit 
cocktail (1988),2 

Tariffs 

Korea's tariffs average about 20 percent. In 
the past, the country has imposed significant 40 
to 60 percent "adjustment tariffs" on top of the 
general tariff for goods that had recently received 
automatic approval. In July 1986, however, Ko
rea did not impose additional adjustment tariffs 
on newly liberalized items, and removed the spe
cial tariffs on various items,3 

Korea's agricultural tariffs remained high in 
1986, particularly on high value-added items. Of 
particular concern to U.S. exporters were tariffs 
on almonds (SO percent), canned peaches (SO 
percent}, fruit cocktail (60 percent), raisins (SO 
percent), alfalfa feed products (20 percent), 
chocolate confectionary ( 40 percent), fresh citrus 
(SO percent), fruit juices (SO percent), lumber 
(20 percent), and wine (100 percent)." 

U.S.-Korean Bilateral Trade Issues 

On July 21, after months of negotiations, Ko
rea signed an accord containing agreements that 
settled three longstanding bilateral trade disputes. 
Under the terms of the agreements, Korea agreed 
to relax its ban on the sale of foreign cigarettes, 
allow U.S. companies access to its tightly re
stricted fire and life insurance markets, and enact 
legislation within a year to protect foreign books, 
records, technology, and other products from 
piracy. 

1 Morgan Guaranty Trust Co., World Financial Mar
lc1ts, January 1987, p. 9. 
2 USTR, Foriign Trad1 Barriirs, op. cit., p. 169. 
' Ibid.' p. 165. 
• Ibid. 
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Although intellectual property protection and 
access to the insurance market have been subjects 
of numerous U .S.-Korean consultations over the 
past few years, the newly concluded accord was 
the result of a more agressive trade policy man
dated by the President in 198S. Under that man
date, in September 198S, the USTR initiated a 
section 301 case against Korean trade practices 
affecting the insurance sector. In October 198S, 
the USTR initiated a case against inadequate pro
tection of U.S. intellectual property in Korea. 
Without a resolution to the cases, the United 
States could have imposed retaliatory restrictions 
against Korean exports. The agreements are dis
cussed below. 

Cigarettes 

The United States had been trying for years 
to gain access to the Korean cigarette market. 
Under the accord, U.S. and other foreign ciga
rettes were allowed to enter Korea's market in 
September. Prior to the accord, Korea's $1.8 bil
lion-a-year cigarette market was protected by a 
highly effective nontariff barrier-it was illegal for 
Koreans to possess foreign cigarettes. Korea 
agreed to repeal this restriction. Under the terms 
of the accord, Korea increased its imports of ciga
rettes by 40 million packs annually, or 1 percent 
of the Korean market, worth about S 1S million 
annually. With a 100 percent import tax, foreign 
brands sell for approximately $1.60 a pack, com
pared with $0.60 for domestic brands. Korea 
also agreed to introduce legislation to convert the 
Office of Monopoly, which controls the manufac
ture, distribution, and information of tobacco, 
into a public corporation capable of entering into 
joint ventures with foreign firms. 

Insurance 

In September 198S, a Section 301 case 
against Korean insurance practices was initiated 
to gain access for U.S. firms to Korea's SS billion 
insurance market. Prior to the agreement, com
pulsory fire insurance in Korea was reserved for a 
"fire pool" of 11 Korean underwriters. Life in
surance was sold solely by six Korean companies. 
Under the accord, Korea agreed to license two 
U.S. nonlife firms currently operating in Korea 
(American Home Insurance Co. and Cigna Insur
ance Co.) to take part in the pool system and to 
begin underwriting compulsory life insurance as of 
July 31, 1986. Qualified U.S. companies will also 
be licensed to sell life insurance. 

Intellectual property rights 

Under the July accord, Korea agreed to im
prove its protection of copyright, patent, and 
trademark rights. 

Copyrights 

Korea will submit legislation on copyright 
protection to its national assembly by mid-1987 to 
take effect July 1987. Copyrights will be pro-
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tected for a term of life plus 50 years for individ
ual authors and for a period of SO years for works 
authorized by corporations. Retroactive protec
tion will be applied to foreign products published 
since 1977. Korea will also accede to the Univer
sal Copyright Convention. Under a separate law, 
effective July 1, 1987, software technology will be 
protected for a period of up to SO years. Retroac
tive protection will be granted to software prod
ucts developed since July 1980. Protection for 
sound recordings will be granted for 20 years, and 
their protection against unauthorized reproduc
tion, importation, and distribution will be 
strengthened through stricter enforcement of 
Korea's Phonogr:\ms Law. Korea will also 
strengthen penalties against copyright infringe
ment under the new copyright law so that the 
rights of both domestic and foreign copyright 
owners can be protected effectively. 

Patents 

Product patents will be protected in Korea 
beginning July 1, 1987. A bill to amend the pat
ent law to include coverage for chemicals, phar
maceuticals, and their production processes was 
submitted to the National Assembly in September 
1986. The protection period for patents will be 
15 years, and provide for the granting of nonex
clusive licenses only in those situations in which 
the dependent patent represents a substantial 
technical advance over the dominant patent. Pat
ent protection for new microorganisms will be ef
fective in mid-1987, and Korea will accede to the 
Budapest Treaty in 1987. 

Trademarks 

Under the July accord, Korea agreed to 
eliminate its previous requirement for technology 
inducement as a condition for accepting applica
tions for trademark licenses. Thus, the trade
mark license will be permitted to continue beyond 
the life of any technology inducement agreement. 
Joint venture and/or raw material supply agree
ments will also no longer be necessary for trade
mark licensing. Korea repealed export 
requirements on goods covered by the licenses 
and lifted restrictions on royalty terms in licenses. 
Korea also agreed to adopt guidelines prohibiting 
domestic entities from requesting trademarks 
identical to, or resembling, those owned by for
eign entities. 

Quarantine on U.S. fresh citrus 

In 1986, Korea announced a quarantine on 
fresh U.S. citrus based on its determination that 
California is infested with the Mediterranean fruit 
fly. This action was taken although the United 
States had not found evidence of fruit fly out
break. Since oranges are denied access under 
Korea's import schedule, the quarantine's effects 
have been limited to lemons and grapefruit. As a 
result, shipments of California and Arizona Jem-

ons can now enter Korea only if th~y have been 
treated. The only available treatment renders the 
lemons unmarketable. A Korean technical team 
was invited to the United States to review quaran
tine procedures, but at year's end the issue re
mained unresolved. 

Textiles 

Korea has agreed to phase out its import li
censing system during the next 3 years, following 
negotiation of a new 4-year textile and apparel 
agreement. The agreement was announced in 
Augu'st and limits textile and apparel exports to 
the United States to an average growth of 0.8 per
cent from 1986 through 1989. Under the previ
ous agreement, Korea's exports to the United 
States grew by an average of 8.6 percent annually 
from 1981 to 1986. The agreement .::~tends cov
erage to silk blends, linen, ramie, and other vege
table fibers not covered by the former agreement. 

BRAZIL 

The Economic Situation in 1986 
In 1986, the Government of Brazil continued 

to steer the economy toward sustained growth 
while managing the nation's S 108 billion foreign 
debt. Brazilian officials remained adamant dur
ing the year in refusing to institute the austerity 
measures the IMF demanded in exchange for fi
nancial support. 1 Officials argued that Brazil 
needed a policy of growth to meet pressing eco
nomic and social needs. 

With a 1985 record of good economic per
formance, a large trade surplus, and virtual fulfill
ment of international commitments, the Brazilian 
administration hoped to negotiate in 1986 a long
term refinancing of the country's foreign debt. 
However, foreign commercial banks were reluc
tant to enter discussions in the absence of IMF 
support, agreeing to only short-term rollovers of 
their debt agreements with Brazil at existing inter
est levels.2 Other Latin American debtors who 
have signed IMF programs, such as Mexico and 
Argentina, were successful in negotiating easier 
debt repayment terms. 

The Brazilian economy entered a new era on 
February 28, 1986, when the Sarney administra
tion launched the "cruzado plan." Under the 
plan, the Government replaced the cruzeiro with 
the cruzado, a new monetary unit that gave the 
plan its name. The exchange rate of the cruzado 
was set originally at $13.8 to the U.S. dollar. To 

1 In February 1985, the IMF suspended credits to Brazil 
for noncompliance with the austerity policies to which 
they were committed under a 3-year agreement. Rela
tions between the IMF and Brazil have not been rees
tablished since. 
2 On Feb. 20, 1987, Brazil announced an indefinite 
suspension of interest payments on its foreign debt in 
response to the banks' continued refusal to negotiate a 
repayment formula acceptable to them. 
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protect the cruzado, the Government ordered a 
general price and wage freeze, but not before 
raising wages by some 20 percent. The currency 
reform also halted indexation which had been 
practiced in Brazil since the mid-1960's. 1 In
dexation is generally viewed as both the cause 
and effect of Brazil's chronic inflation.2 

The cruzado plan was initially successful in 
its primary objective of breaking Brazil's chronic 
inflation while preserving economic growth. At 
the time of the currency reform, Brazil's inflation 
was galloping at an annual rate of about 400 per
cent. From March through December 1986, the 
part of the year following the announcement of 
the cruzado plan, the rate of inflation was re
duced to about 21 percent. However, freezing 
prices at low levels relative to wages soon had its 
predictable consequences: soaring consumer de
mand and the resulting scarcity of producer and 
consumer goods. Another adverse effect was that 
producers, whose profits had been slashed by fro
zen prices, lost incentive to save and invest. 

To remedy these problems, the Brazilian 
Government followed the original plan with a se
ries of new measures on July 23, 1986. The July 
measures restrained consumption by special com
pulsory levies imposed on certain goods and serv
ices that made them more expensive. Revenues 
from the levies were directed into a .. National In
vestment Fund" that was newly established to fos
ter economic development. Other measures 
aMounced in July were aimed at increasing do
mestic savings and investment and attracting for
eign capital. 

However, uncontrollable consumer spending 
continued after July, threatening the success of 
the cruzado plan. On November 21, the Govern
ment introduced a sweeping array of still more 
adjustments. These included steep price in
creases for items such as automobiles (80 per
cent), gasoline ( 60 percent), and utilities. Also, 
in order to reduce Brazil's budget deficit, the 
Government announced that it would close 15 
unprofitable State-owned companies, thereby lay
ing off thousands of workers. In still another 
move in November, officials made the new cur
rency subject to periodic devaluations. The 
cruzado's first devaluation (by 1.8 percent) had 
already taken place in October.3 

Labor unions in Brazil responded with strong 
protests to the price increases and plant closings 
announced in November, whereas price controls, 
high interest rates, and a general atmosphere of 

1 Indexation Is the automatic adjustment of wages and 
Interest rates to the rate of Inflation. 
1 In response to new Inflationary pressures, however, 
adjustments amounting to Indexation were resumed in 
early 1987. 
' The end of 1986 and early 1987 witnessed further 
frequent devaluations of the cruzado and a new round of 
runaway Inflation. 
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uncertainty uns.~ttled the business community. 4 

The administration's party, the Brazilian 
Democractic Mobilization Party, which only a few 
days before the November measures enjoyed a 
major victory in Congressional and State Govern
ment elections, lost popularity. 

In 1985, with its economy growing at a rate 
of 8.3 percent, Brazil became a model for eco
nomic policy among developing countries. In 
1986, the surge of domestic demand following the 
February currency reform accelerated growth to 
some 12 percent as a 5-percent decline in agricul
tural production was offset by soaring industrial 
and construction activities. 

However, such rapid growth masked the im
balances in Brazil's economy described above. 
The problems became increasingly obvious as the 
year drew to an end. When announcing austerity 
measures in November, Brazil's finance minister 
stated that economic development would have to 
be slowed to 5 or 6 percent in 1987. 

Notably, the year also brought a setback to 
Brazil's drive for large merchandise trade sur
pluses. The 1986 trade surplus was only $9.5 bil
lion, compared with $12.5 billion in 1985, and 
$13 billion in 1984.s Exports, which totaled 
$21.8 billion dropped 15 percent compared with 
those in 1985. The decline was, in part, attribut
able to falling prices of Brazil's typical export 
commodities such as soybeans and petroleum de
rivatives, and the reduced availability of agricul
tural exports because of a prolonged drought. 
However, the loss of export revenues wa.s also 
caused by the imbalance of supply and demand 
resulting from the cruzado plan, and the resulting 
shift of potential exports to local consumption. 

Imports, which amounted to S12. 9 billion, 
were also down, but by only 2. 2 percent, since 
Brazil's shrinking expenditures for imported oil 
were nearly offset by rising nonoil imports. 
Mainly because of its disappointing trade per
formance, Brazil also registered a deficit on cur
rent account amounting to $2.5 billion for 1986. 
This account was in balance in 1985. To finance 
the difference between rising expenses and dimin
ishing income, Brazil had to reduce its hard-cur
rency reserves during the year to some SS billion 
or less from $12 billion at the end of 1985.e 

Despite corrective measures instituted in 
1986 to encourage savings and investment, eco
nomic uncertainties depressed the level of new in
vestments in Brazil, and triggered capital flight 
from the country. Moreover, 1986 was the first 

4 Early February 1987, the Government responded to the 
widespread discontent by lifting the freeze on most 
prices. The prices of only 61 staples, including milk, 
bread, and rice, remained frozen; the prices of some 300 
other items were placed under Government controls. 
II From data published by the Bank or Brazil. 
II For a further discussion or Brazil's trading performance 
In 1986, see the subsection on "Major Policy Develop
ments Affecting Trade." 
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year in decades for which the Central Bank of 
Brazil recorded a negative balance of investment 
flows. 

Merchandise Trade With 
the United States 

In 1986, the United States had a merchan
dise trade deficit with Brazil for the sixth con
secutive year. However. this deficit narrowed to 
$2.9 billion from the $4.5 billion recorded in 
1985. During the year, U.S. exports to Brazil 
continued to climb, whereas U .s. imports from 
that country declined for the first time in the 
1980's. The United States is Brazil's principal 
trading partner. Brazil ranked 14th as a market 
for U.S. exports, and 11th as a source for imports 
in 1986. 

U.S. exports to Brazil amounted to $3.7 bil
lion in 1986, up 22.5 percent from those in 1985 
and thus setting a record since 1981 (table 4-10). 
U.S. products benefited from a shift in Brazil's 
import mix toward non-oil products and from 
greater local demand for a variety of items, fueled 
by the cruzado plan.1 Exports expanded in all 
major product sectors except in the petroleum-re
lated category (mineral oils and lubricants). 

1 Sft previous subsection. 

T1ble 4-10 

Continued brisk demand for capital goods 
boosted U.S. machinery and transportation 
equipment exports to Brazil by 18. 9 percent, fol
lowing a 48 percent surge in 1985. These items 
have traditionally constituted the leading product 
category in this trade flow, accounting in 1986 for 
43.1 percent of the total. Leading items in the 
group included aircraft and parts, office machin
ery, telecommunications equipment, and automo
tive products (see table C-13). 

Sales of U.S. chemicals to Brazil-principally 
fertilizers and chemical mixtures and prepara
tions-were up 61 percent from the value of sales 
in 1985. Chemicals are the second leading prod
uct category in U.S. exports to Brazil. 

Food shortages brought on by the cruzado 
plan boosted U.S. sales to Brazil of items such as 
com, rice, dried milk, and beef and veal. Food 
and live animals constituted the third-ranking 
product category in U.S. exports to Brazil, how
ever, sales of wheat continued to decline (table 
C-13). Until 1986, wheat was traditionally the 
leading U.S. export item to Brazil. Exports in 
1986 amounted to $65.9 million, down by about 
one-fifth of their 1985 value. Tumbling exports 
reflected lower world market prices of wheat, and 
a bumper domestic crop in Brazil that reduced 

u.a. merchandlH trade with Brazll, by SITC1 No1. (Revlalon 2), 1984-88 
(In thousands of dollars) 

SITO 
section 
No. Description · 1984 

0 Food and Hve animals •••••••••••••••••••••••••••••••• 448,723 
1 Beverages and tobacco ••••••••••••.••••••••••••.•.•• 675 
2 Crude matertals-lnedlble, except fuel .............. ' .. 131,374 
3 Mineral fuela, lubrlcants, etc ••••••••••••••••.•••.••••. 259, 154 
4 0111 and fats-animal and vegetable f I I It I I I If I I I I I I ti I 35, 104 
5 Chemicals ••.•••••••••••.•••••••••••••••••..••.••••. 524,453 
8 ManUfactured goods claHlfled by chief materlal ••••••••. 104,933 
7 Machinery and transportation equipment ............... 920, 109 
8 Miscellaneous manUfactured articles •••••••.••••••..••. 131,093 
9 Commodities and transactions n.e.c ••••••.••.•••••••.• 29,625 

Total •••••.••••••• , •••••• , •• , •. , ••••••.... , .•...• 2,585,245 

0 Food and llve anlmals .•••••••••.••••••.••••....•..••. 2,087,874 
1 Beverages and tobacco ••••.••.••.•••.••••••.••..•.•• 75,447 
2 Crude materlala-lnedlble, except fuel •.I I I I I I I I II t It I I 239,428 
3 Mlneral fuels, lubrtcants, etc ••••.•••••••••.••••••••••• 729,746 
4 0111 and fats-anlmal and vegetable I I I I I I I I I I I I I I I I I II 45, 176 
5 Chemlcals •••••••• ~ , , .•••••.••••••.••..••••••••••••• 401,596 
8 Mai1uf actured goods claaslfled by chief material .•.••.•.. 1,452,038 
7 Machinery and transportation equipment I I I I If I I II I I I II 963,644 
8 Mlscellaneous manufactured artlcles •••••••••••••••.••• 1,081,539 
9 Commodities and transactions n.e.c •..•.••••.••••.•••• 131,509 

Total I I I I I ff I I I If I I I II I I I I I I Ill I I I I I I I 11 I I I I I I I If 7,207,997 

1 Standard International Trade Classlflcatlon. 
Source: Complled from offlclal statistics of the U.S. Department of Commerce. 
Note: Because of rounding, figures may not add to the totals shown. 

1985 1986 

U.S. exports 

408,080 441,442 
850 1,348 

181, 103 242,480 
329,667 300,571 

2.121 19, 192 
468,320 754,089 
111,048 123, 110 

1,380,394 1,816,873 
157,857 181,736 
39,542 66,341 

3,058,782 3,746,982 

U.S. Imports 

2,267, 129 1,722,713 
130,029 117,320 
225,571 238,766 
698,237 378,904 

35,333 29,887 
423,011 271,527 

1,319,271 1,247,024 
1, 171, 163 1,414,848 
1, 149,264 1, 105, 115 

126,251 156,493 

7,545,259 6,682,597 
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demand from outside sources. Continued efforts 
to diversify wheat sources were another imponant 
factor in cunailing Brazil's purchases of U.S. 
wheat. Argentina became the major beneficiary 
of this diversification. In July 1986, Brazil and 
Argentina concluded a bilateral grain agreement 
providing that through 1991 Brazil will purchase 
from Argentina specified amounts of wheat annu
ally. 

In 1986, coal replaced wheat as the leading 
U.S. export item to Brazil, even though coal ship
ments were also down. Coal is another item for 
which Brazil has been seeking the diversification 
of its suppliers. Brazilian steelmakers, who are 
also major coal users, prefer to purchase metal
lurgical coal from countries consuming Brazilian 
steel. Voluntary export restraints on Brazilian 
steel sales to the United States1 have reportedly 
played a role in China's emergence as a major 
coal supplier to Brazilian steel producers. China 
is an important customer of Brazilian stee1.2 

U.S. imports from Brazil totaled $6.7 billion 
in 1986, down 11.4 percent from those in 1985 
(table 4-10). Imports dropped in several major 
product categories such as mineral fuels, food, 
and manufactured products other than machin
ery. The decline was largest in mineral fuel im
ports, reflecting sharply lower prices of crude 
petroleum and petroleum products during the 
year. 

Despite its declining value, food continued to 
be the leading import category from Brazil. The 
decline in food imports was primarily attributable 
to coffee, the second leading U.S. import item 
from Brazil. In 1986, the volume of Brazilian 
coffee shipments to the U.S. market was reduced 
by almost one-half. This was caused by a pro
longed drought in Brazil,· which curtailed the 
availability of coffee exports and also pushed up 
coffee prices worldwide.3 . Brazil also shipped 
smaller quantities of fruit juices to the United 
States in 1986 than in the previous year; by con
trast, shipments of cocoa butter and cocoa beans 
were up.4 

Among manufactures, imports from Brazil of 
goods classified by material continued to drop in 
1986 from their 1984 peak. This downtrend was 
triggered by limitations imposed on Brazilian steel 
exports in the U.S.-Brazilian steel accord of Oc
tober 1984.s In 1986, imports of Brazil's basic 

' See the Operation of the Trade Agreements Program, 
36th Report, 1984, p. 187. 
1 James Bruce, "Brazil Weighs Coal Suppliers," the 
Journal of Commerce, Jan. 13, 1987, p. lOA. 
19 Because of higher prices, 1986 U.S. coffee Imports 
from Brazil declined only 25 percent In value. 
4 Brazil does not export fresh citrus to the United States 
because of the prevalence of citrus canker In that coun
try, and does not export fresh or frozen meat because of 
foot-and-mouth disease. 
• See the Operation of tht Trade Agrctmtnts Program, 
36th Report, 1984, p. 187. 
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steel mill products dropped 33 percent from 
1985. Imports of unalloyed tin from Brazil were 
also reduced to one-half, whereas imports of un
wrought aluminum soared to record levels. 

Footwear (classified among miscellaneous 
manufactures) dropped in 1986 from 1984 and 
1985 levels but continued to be the leading im
port item from Brazil (table C-14). This trade 
was probably restrained by cost and price in
creases of Brazilian footwear and the diversion of 
supplies meant for export to the domestic market 
to meet shortages. Concern in Brazil about the 
threat of possible U.S. measures that would limit 
footwear imports might have been another ex
port-restraining factor.a Brazil ships about 80 
percent of its exported footwear to the United 
States.7 

Unlike the decline of most other U.S. im
ports from Brazil overall, imports of machinery 
and transportation items continued to expand in 
1986, rising by 20.8 percent. Machinery and 
transportation items are the second largest U.S. 
import category from Brazil, consisting in 1986 
mostly of motor vehicles and auto parts. Most of 
such items entered the United States duty free 
under the GSP.a 

In 1986, merchandise valued at $1.1 billion, 
or 16.6 percent of overall U.S. imports from Bra
zil, entered duty free under the GSP. Benefit lev
els will drop after July 1, 1987, as decisions based 
on the general review of the GSP program will 
begin to be implemented.G 

Major Policy Developments 
Affecting Trade 

The imbalance of supply and demand caused 
by the wage and price freeze of February 1986 
affected Brazil's foreign trade in both directions. 
The intense consumer demand generated by the 
cruzado plan diverted to home markets export
able products, such as coffee, soybeans, petro
leum derivatives, chemicals, steel, and textiles. 
At the same time, the shortage of domestic sup
plies boosted imports of producer and consumer 
goods. Even special food imports, including 
meat, milk, and grains, became necessary. to 

Meanwhile, the Government of Brazil con
tinued to defend its drive for generating large 
trade surpluses. In addressing the U.S. Congress 

• 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. 
7 Footwear Items were among the 28 Items from Brazil 
that lost eligibility under the U.S. GSP program, effective 
July 1, 1987. The loss of GSP benefits for Brazil and 
other countries was the result of a general GSP review 
completed In 1986. See the "General System of Prefer
ences" in ch. 5. 
1 Effective July 1, 1987, some automotive Items will lose 
GSP eligibility. 
1 See the "Generalized System of Preferences" in ch. 5. 
10 See subsection on "Merchandise Trade Wilh the 
United States" above. 



in September 1986, 1 President Sarney repeated 
the argument that Brazil must maintain economic 
growth, and therefore needs a considerable ex
cess of exports over imports to finance both the 
country's growth and its large debt-payment obli
gations. 

Brazil maintains a wide range of import re
strictions such as high tariffs, a prior licensing sys
tem administered by the Foreign Trade 
Department of the Bank of Brazil (CACEX), the 
general restriction of imports of items that can 
also be produced in Brazil (the Law of Similars), 
and a list of products barred from imports under 
any conditions.2 Owing, in part, to its protective 
measures, Brazil is less dependent on imports 
than nearly any other nation in the world.3 

Brazil also has many subsidy elements in its 
export incentive programs such as import duty re
ductions for exporters, income tax exemptions for 
export earnings, special financing for expon trad
ing companies, and subsidized loans to buyers of 
Brazilian goods (FINEX).4 However, the level of 
subsidization in Brazil appears to be declining, as 
evidenced by the recent record of findings in in
dividual CVD duty investigations by the Com
merce Department.s 

In January 1985, Brazil's previous admini
stration instituted measures to liberalize foreign 
trade. However, the role of these measures in 
reducing the country's 1986 merchandise trade 
surplus is believed to be small.a Moreover, there 
are indications thar., in response to unsatisfactory 
1986 trade performance, Brazil is once again in
creasing protectionist policies. 

U.S.-Brazilian Bilateral Trade Issues 

Overview 

Differences between the United States and 
Brazil concerning economic issues continued in 
1986. The strain in economic relations resulted 
from the wide scope of trade restrictions applied 
by the Government of Brazil that contributed to 
the country's large surpluses in merchandise trade 
with the United States in recent years. In Sep
tember 1986, in welcoming Brazil's President in 
Washington, President Reagan pointed out that 
". . . no nation can expect to continue freely 
exporting to others if its domestic markets are 
closed." A major purpose of Mr. Sarney's 
Washington visit, and the principal theme in his 

1 The President of Brazil addressed the U.S. Congress 
during a state visit to Washington on Sept. 9-13, 1986. 
a Ir h.nuary 1987, Brazilian officials added some 2, 500 
iterr.~ to the list of prohibited products in response to 
Brazil's poor trade performance In 1986. 
3 For a discussion of Brazil's trade restrictions, see the 
Operation of the Trade Agreements Program, 36th 
Report, 1984, p 183, and 37th Report, 1985, p. 215. 
• Ibid. 
1 According to Department of Commerce sources. 
' Ibid. 

address to the U.S. Congress, was an appeal to 
U.S. and other creditors for easier debt-servicing 
terms. 

Prior to 1986, the U.S.-Brazilian trade sub
group (a bilateral governmental grouping) served 
as a forum for discussing bilateral trade issues. 
No subgroup meetings were scheduled for 1986 
because so little progress was made in the Decem
ber 1985 session. Instead, the issues were dis
cussed in several rounds of bilateral consultations. 

Consultations in 1986 centered on Brazil's 
protectionist policies in the area of "informatics" 
and pharmaceutical products, and on Brazil's fail
ure to provide adequate protection of intellectual 
propeny rights in these and other sectors.7 The 
United States argues that Brazil's policy of reserv
ing the small computer market for domestic pro
ducers keeps out competitive U.S. products and 
is an imponant cause of the trade imbalance be
tween the two countries. 

Steel returned as an issue in 1986, with the 
Government of Brazil requesting a review of the 
bilaterally agreed restraints in effect on its semi
finished steel exports to the U.S. market. An ac
cord concluded by the two countries in 1984 
imposed limitations on Brazil's steel shipments to 
the United States.a 

A comprehensive bilateral agreement during 
August 1985 on textile and apparel trade was in 
effect throughout 1986. The accord will expire 
on March 31, 1988.s Brazil's fear of additional 
U.S. restraints on its textile, apparel, and foot
wear exports proved unwarranted in 1986. Presi
dent Reagan vetoed restrictive legislation 
approved by the 99th U .s. Congress, which failed 
to override the veto. 

In 1986, U.S. officials continued to question 
Brazil's trade and investment practices in the 
context of the GSP review that was· completed 
during the year. 10 The revised GSP legislation 
provides that the trade and investment policies of 
beneficiaries should be considered in future de
terminations of country eligibility and product
specific benefit levels. On January 2, 1987, 
President Reagan reduced duty-free benefits for 
Brazil under the GSP by 33 percent compared 
with 1985 levels. In pan, this reduction reflects 
lack of progress on Brazil's pan in providing 
market access and intellectual property rights 
protection. 

7 "Informatics" covers computers, telecommunications 
equipment and other products containing a digital 
component, and telecommunications and data processing 
services. 
• See the Operation of the Trade Agreements Program, 
J6th Report, 1984, p. 187. 
8 See the Operation of the Trade Agreements Program, 
37th Report, 1985, p. 221. 
10 See the "Generalized System of Preferences" In ch. 5. 
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Foreign investment 

In July 1986, Brazil's Government declared 
its heightened interest in attracting foreign capital, 
and subsequently proposed specific incentives to 
attract investors from abroad. 1 Also, the Central 
Bank of Brazil made known its intention to issue 
new regulations to facilitate conversion of debt 
into equity investment and is expected to issue 
regulations soon to establish a mutual investment 
fund for foreign investors. It is believed that op
portunities may improve in Brazil for portfolio in
vestment, but many uncertainties remain about 
future Government policies affecting direct for
eign investment. 

Since 1983, the United States has intermit
tently raised its concerns about Brazil's restrictive 
investment policies at the U.S.-Brazilian trade 
subgroup meetings. In 1985, a joint report of the 
U.S.-Brazilian Investment Task Force docu
mented the pertinent regulations and foreign in· 
vestment performance in Brazil.2 This task force 
did not meet in 1986. 

Brazil limits the entry of foreign investors in 
several markets which are reserved for Brazilian 
nationals, such as the merchant marine, the infor
mation media, petroleum exploration, and refin
ing. Foreign equity participation is subject to 
restrictions in other sectors such as informatics, 
aircraft manufacture, petrochemicals, mining, 
and a variety of services such as banking and in
surance. Many U.S. investors consider Brazil's 
foreign investment climate unsatisfactory owing to 
factors such as insufficient intellectual property 
protection, price controls, remittance controls, 
import controls, and the imposition of local con
tent and export performance requirements. 

Informatics 

During 1986, bilateral consultations took 
place between the Governments of the United 
States and Brazil on Brazil's market reserve poli
cies for informatics. The consultations followed 
President Reagan's decision in September 1985 to 
order, along with cases involving other countries, 
an investigation under the authority of section 
301 of the Trade Act of 1974. The purpose of 
this investigation was to determine whether or not 
Brazil's informatics law constitutes an unfair or 
unreasonable trade practice.3 The U.S. move 
was in response to Brazilian policies that severely 

1 The recommended changes would give foreign investors 
greater flexibility and security. For example, foreign 
investors would be allowed to deposit hard currency 
brought into the country with Brazil's Central Bank and 
they would be authorized to draw interest. Further, 
Investors would be protected against any currency 
devaluation, and they would be allowed to deposit 
receipts with the Central Bank In dollar equivalents. 
• See the Op1ratlon of th1 Trad1 Agre1m1nts Program, 
31th R1port, 198S, p. 222. 
:1 See the Op1ratlon of th1 Trad1 Agre1m1nts Program, 
31th R1port, 198S, p. 220. 
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restrict U.S. trade and investment in the infor
matics sector and do not provide copyright pro
tection for computer software." 

Brazil's informatics policies are designed to 
promote a national informatics industry. These 
policies have prevented many U.S. firms from 
participating in the Brazilian computer market. 
Many U.S. companies have been forced to curtail 
or close operations in Brazil. Some have termi
nated all or part of their Brazilian operations and 
others have felt compelled to transfer their tech
nology to Brazilian firms. 

The Government of Brazil instituted certain 
changes in 19 8 6 in response to the pending sec
tion 301 case. Brazil agreed to implement some 
mechanisms to improve the administration of its 
informatics law and liberalized the importation of 
some previously restricted informatics products. 
Nonetheless, since Brazil has not adequately ad
dressed U.S. complaints relating to investment 
and computer software, an impasse was reached 
in the 1986 consultations. 

In October 1986, President Reagan deferred 
action until the end of the year in the hope that 
agreement could be reached by that time. In De
cember, President Sarney sent his Congress legis
lation proposing better intellectual property 
protection for computer software, but this bill was 
found unsatisfactory by U.S. Government and in
dustry copyright experts. 

Nevertheless, Brazil did make concessions on 
the administration of the law and promised to in
stitute certain import liberalizing provisions in the 
informatics area. In response, the United States 
extended the deadline in December and agreed 
to allow Brazil until June 30, 1987, to meet cer
tain conditions. These conditions included the 
provision of adequate copyright protection for 
computer software;5 permission for U.S. firms to 
participate in joint ventures and to modernize and 
expand existing investments; and the implementa
tion of the promised administrative reforms and 
import liberalizations. 

Pharmaceuticals and fine chemicals 

There were further indications in 1986 that 
Brazil intended to apply its market reserve poli
cies to additional industries in its endeavor to at
tain self-sufficiency in high technology. A policy 
document prepared by the Brazilian Government 
in the fall of 1986 proposed that trade bar
riers should be extended to electronics, precision 
engineering, aerospace, pharmaceuticals, fine 
chemicals, and biogenetics. For some time, phar
maceuticals, like informatics, have been treated 

• Passed in October 1984, Brazil's Informatics law 
reserves the domestic market for nationally owned 
suppliers in designated areas through 1992. 
11 In general, Brazil's copyright Jaw is poorly enforced, 
leading to problems not only of software piracy, but also 
to unauthorized public performances of motion pictures, 
and piracy of casettes and records, etc. 



in a manner which the U.S. industry alleges is 
consistent with de facto market reserve policy. 1 

Brazil's de facto market reserve policy and lack 
of patent protection in pharmaceuticals were dis
cussed in bilateral consultations in November 
1986. Other subjects covered were lack of profit
ability in the industry, and discriminatory registra
tion procedures that stall new product requests. 

Extension of the U.S.-Brazilian maritime 
agreement 

In December 1986, the United States and 
Brazil agreed to a 3-year extension of their bilat
eral maritime agreement. With the U.S. Govern
ment demanding greater access for U.S. traders 
to price-competitive carriers to transport bilateral 
cargo, and with Brazil being reluctant to make the 
requested changes, previous extensions of this 
maritime accord were on a year-to-year basis 
only.2 

The original U.S.-Brazilian maritime pact 
had been in effect since 1970 and was first re
newed in 1983. The accord grew out of a 1969 
measure of Brazil's Government (Decree No. 
666) that all "government cargo" must be re
served for Brazilian flag vessels. Because of a 
broad definition of what constitutes government 
cargo, and the Government's strong role in Bra
zil's economy, the measure made an overwhelm" 
ing share of U.S.-Brazilian ocean traffic subject to 
Brazilian cargo reservation. An exception was al
lowed under the measure for those trading part
ners with whom Brazil concluded a special 
cargo-reservation agreement. 

1 Some 85 percent of Brazil's pharmaceutical industry 
is currently controlled by U.S. and European transna
tionals. 
a See also the Optratlon of the Trade Agreements 
Program, 37th r1port, 1985, p. 222. 

The accord Brazil concluded with the United 
States provides for equal access to U.S. and Bra
zilian vessels to that part of bilateral trade Brazil 
considers government cargo. The agreement ac
cords 50 percent to each partner in hauling south
bound trade and 40 percent to each partner in 
hauling northbound trade. This arrangement 
rules out the participation of third-country carri
ers in southbound traffic, and allows 20-percent 
third-country participation in northbound traffic. 

U.S. maritime carriers have generally fa
vored the agreement with Brazil because it waived 
the Brazilian cargo reservation law and accorded 
them equal access in bilateral trade. U.S. traders 
(especially exporters), however, advocated that 
the accord be allowed to expire. Traders favored 
greater access to the cargo of the highly competi
tive third-country carriers that, they claimed, 
could reduce their freight rates. 

The maritime accord, as renewed in Decem
ber 1986, maintains the contested equal access 
clause for reserved cargoes moving between the 
two countries, and the implicit limitations for 
third-country competition. The United States ac
cepted the 3-year renewal on this basis because of 
Brazil's commitment that the Government's 
shrinking presence in the economy would auto
matically curtail its share in bilateral cargo. Di
minishing the Government's role through 
privatization is a declared goal of Brazil's current 
administration. It is ·also believed that the re
newal was made possible by both parties' desire to 
avoid disruption and by the prospect of a more 
liberal marine code now under development in 
Brazil. 
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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 1986. 
Sections are included on U.S. actions under im
port relief and unfair trade laws. The import re
lief laws described herein are designed to 
safeguard U.S. industries from injurious and in
creasing levels of imports when the fairness of 
trade practices is not at issue. The unfair trade 
laws are designed to counter the effect of foreign 
imports benefiting from unfair trade practices, 
such as dumping, certain subsidies, or other prac· 
tices as defined by domestic statutes. A section 
reviewing the administration of other import pro· 
grams covers actions under laws regulating trade 
with respect to agricultural products and national 
security considerations, as well as the implemen
tation of the Caribbean Basin Economic Recovery 
Act and the renewed U.S. Generalized System of 
Preferences (GSP). In addition, U.S. programs 
regulating imports of both textiles and steel are 
also covered in this chapter. 

IMPORT RELIEF LAWS 

Safeguard Actions 
Temporary relief from imports may be pro· 

vided to U.S. industries pursuant to section 201 
of the Trade Act of 1974.1 Section 201 is based 
on article XIX of the GATT, which permits a 
country to "escape" temporarily from its obliga
tions with respect to a particular product when 
certain conditions exist. Under section 201, the 
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 substantial cause of serious injury, or 
threat thereof, to the U.S. industry producing an 
article like or directly competitive with the im
ported article.2 The Commission's findings, to
gether with any dissenting or separate views, must 
be transmitted to the President.3 If the statutory 
conditions are found to exist, the Commission 
must find and recommend to the President the 
import relief, necessary to prevent or remedy in
jury, or, if it finds that the provision of adjust
ment assistance can remedy such injury, recom-

1 See 19 U.S.C. § 2251, as amended. 
1 See 19 U.S.C. § 2551(b)(l). 
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 
~ommissloners may be considered by the President as 
the determination of the Commission. See 19 U.S.C. 
§ 1330(d)(l). 

mend the provision of such assistance. The Presi
dent must, within 60 days, proclaim relief unless 
he determines that import relief is not in the na
tional economic interest.4 The President may 
provide relief in the form of an increase in, or 
imposition of, tariffs; the imposition of tariff-rate 
quotas;s the modification or imposition of quotas; 
the negotiation of orderly marketing agreements 
with the supplying countries; or any combination 
of such actions.a 

Import relief under section 201 may be 
granted for an initial period of up to 5 years, and 
may be extended by the President for up to 3 ad
ditional years.7 Under section 203 of the Trade 
Act of 1974, the Commission is authorized to 
conduct reviews and advise the President of the 
probable economic effect on the industry con
cerned of the extension, reduction, or termina
tion of import relief in place under section 201.B 

During 1986, section 201 relief continued in 
effect for heavyweight motorcycles and stainless 
and alloy tool steel, pursuant to Presidential ac
tions taken in 1983.9 The Commission did not 
undertake or complete any section 203 investiga
tions in 1986.10 

The Commission completed five section 201 
investigations in 1986: Wood Shakes and Shin
gles (Investigation No. TA-201-56); Electric 
Shavers and Parts (Investigation No. 
TA-201-57); Metal Castings (Investigation No. 
TA-201-58); Apple Juice (Investigation No. 
TA-201-59); and Steel Fork Arms (Investigation 
No. TA-201-60). Only in the wood shakes and 
shingles investigation, described below, did the 
Commission make an affirmative determination. 

Wood shakes and shingles 

On February 26, 1986, the Commission de· 
termined that wood shingles and shakes, provided 
for in item 200.85 of the Tariff Schedules of the 
United States, are being imported into the United 
States in such increased quantities as to be a sub
stantial cause of serious injury to the domestic 

4 See 19 U.S.C. § 2252(a)(l)(A). 
15 A tariff-rate quota provides for an increased tariff to 
apply to subsequent imports when a certain quantity of 
imports Is reached. 
• See 19 U.S.C. § 2252(a). There are statutory limita
tions on the amount of relief that the President is author
ized to grant. See 19 U.S.C. § 2253(d). 
1 See 19 U.S.C. §§ 2253(h)(l) and (3). 
1 See 19 U.S.C. § 2253(1). 
1 For further information on the 1983 Presidential 
actions, see the Op1ration of the Trad1 Agreements 
Program, 3Sth Report, 1983, USITC Publication 1535, 
p. 342. 
10 In January 1987, the domestic stainless and alloy tool 
steel Industry filed a petition with the Commission 
requesting that the Commission institute an Investigation 
pursuant to section 203(1) In order that the Commission 
might advise the President as to the probable economic 
effect on the domestic industry concerned of the termina· 
tlon of the import relief presently in effect with respect to 
such steel. Such relief Is scheduled to expire on July 19, 
1987, unless extended by the President (Investigation 
No. TA-203-16). 
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industry producing wood shingles and shakes. 
Three Commissioners recommended that in order 
to remedy the serious injury caused to the domes
tic industry, the President impose a tariff of 3S 
percent ad valorem for a period of S years on 
imports of wood shingles and shakes of western 
red cedar. By proclamation of June 6, 1986, the 
President provided relief on such shingles and 
shakes in the form of a tariff for a S-year period 
in the amount of 3S percent ad valorem for the 
first 30 months of the period, 20 percent ad 
valorem for months 31 through S4, and 8 percent 
ad valorem for months SS through 60. The Presi
dent also directed the U.S. Trade Representative 
to have the Commission provide an interim report 
after 30 months, outlining the probable economic 
effect on the domestic industry if import relief 
were ended at that time. 

M:arket 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 
originating in a Communist country are causing 
market disruption with respect to an article pro· 
duced by a U.S. industry.1 During 1986, the 
Commission did not conduct any section 406 in
vestigations. 

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 19 62-is 
scheduled to expire September 30, 1991.2 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 Consolidated Omnibus Budget 

1 Sec. 406 provides that "[m]arket disruption exists 
within a domestic industry whenever Imports of an 
article, like or directly competitive with an article 
produced by such domestic Industry, are increasing 
rapidly, either absolutely or relatively, so as to be a 
significant cause of material Injury, or threat thereof, to 
such domestic industry." 19 U.S.C. § 2436(e)(2). If 
the Commission makes an affirmative determination, it 
must find and recommend to the President the relief 
necessary to prevent or remedy the market disruption 
found to exist. In general, if the Commission makes an 
affirmative determination, the President is authorized to 
provide relier In the same manner and amount as if the 
Commission had made an affirmative determination 
under sec. 201, except that the relief would be with 
respect to imports from the subject Communist country 
only. 
a Authorization for the trade adjustment assistance 
program expired on Dec. 19, 1985, but the COBRA 
reinstated the program effective Apr. 7, 1986. The 
adjustment assistance provisions of the program were 
made retroactive to Dec. 19, 1985, and with the excep· 
tlon of financial assistance to firms, are scheduled lo 
remain In effect through Sept. 30, 1991. 
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Reconciliation Act of 198S (COBRA) discontin
ued financial assistance to firms effective April 7, 
1986. Adjustment assistance to workers is ad· 
mh1istered by the Department of Labor through 
its Office of Employment and Training Admini
stration in the form of cash benefits for direct 
tr;1rie readjustment allowances and service bene
fit!' that include allocations for job search, reloca
tio; i, and training. Technical and financial 
assistance is provided to firms and industries in 
the form of trade adjustment grants administered 
by the Department of Commerce through its Of· 
fice of International Trade Administration.3 In· 
dustrywide technical consultation provided 
throu~h Commerce Department-sponsored pro
gram:. is designed to improve the home market 
competitive ability of U.S. firms dislocated as a 
result of national policy to liberalize trade barri
ers. 

Assistance to workers 
The Department of Labor (Labor) instituted 

1,7S2 investigations in fiscal year 1986 on the ba
sis of petitions filed for eligibility to apply for 
trade adjustment assistance representing an in· 
crease of 71.4 percent from the 1,022 investiga
tions instituted in fiscal 198S. The results of 
investigations completed or terminated in fiscal 
year 1986, including those instituted in the previ
ous year, according to official statistics of the 
U.S. Department of Labor, were as shown in the 
following tabulation: 

Number of 
Investigations 

Item or petition 
Complete certifications 593 
Partial certifications • • • • • • 40 
Petitions denied • • . • • • • • • • 783 
Petitions terminated or 

withdrawn • • • • • • • • • • • 34 

Total •••.•.•.•.•....•. 1,450 

estimated 
number of 
workers 
81,428 
11,704 
69,626 

6,872 

169,630 

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 1984,4 Labor expendi
tures in fiscal year 1986 on direct cash benefits to 
certified workers increased by a significant pro
portion to $116.6 million. This figure repre
sented a 233 percent increase from the 
S 3 S. 0 million expenditure in fiscal year 19 8 S. 
The increase, according tc1 Labor officials, 

' Certified firms are eligible to apply for the technical 
services and financial assistance necessary to Implement 
programs of economic recovery. Technical services 
include in-depth assistance in engineering, marketing, 
production methods, and financial management. 
Financial assistance-discontinued effective Apr. 7, 
1986-lncludes both direct loans and loan guarantees. 
• The OBRA and Deficit Reduction Act made law 
changes designed to lighten the criterion used to deter
mine eligibility. The principal change 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. 
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primarily reflects cenification activity in the labor
intensive footwear and apparel sectors. In addi
tion to direct fmancial assistance, Labor provided 
allocations in fiscal year 1986 for worker activities 
in the areas shown in the following tabulation: 

Item 

Estimated 
number of 
workers 

Job search . . . . . . • . . • 1,400 
Reio cation 

allowances . • . . . • . . . 1 , 100 
Training . . . . • . . . • . . . . 7, 800 

Total •...••...•.... 10,300 

Estimated 
Expenditure 

$302,324 

2,430,096 
19.245,328 

21,977,748 

Data for fiscal year 1986 indicate that an es
timated 10,300 workers were provided with job 
relocation services, representing an increase of 
2. 7 percent from the 10,032 workers receiving 
such services in the previous year. Eighty-eight 
percent of all funds allocated to job relocation 
services in fiscal 1986 were directed to training 
programs, 11.1 percent to relocation allowances 
and 1.4 percent to job search programs. Special 
training and relocation programs initiated through 
Presidential proclamations of previous years con
tinued in effect throughout fiscal year 1986 for 
workers dislocated as a result of impon competi
tion in the footwear, steel, and copper industries. 

Assistance to firms and industries 

The Depanment of Commerce (Commerce) 
through its Office of Industrial Trade Administra
tion cenified 178 firms as eligible to apply for 
trade adjustment assistance during fiscal year 
1986, representing a decrease of 44.2 percent 
from the 319 firms cenified in the previous fiscal 
year. Financial assistance-discontinued effective 
April 7, 1986, upon enactment of the Consoli
dated Omnibus Budget Reconciliation Act of 
1985-is no longer available. Therefore, the de
crease in cenifications represents less interest in 
the program because firms although entitled to 
trade adjustment assistance are less likely to apply 
for the limited aid currently available. The de
crease according to Commerce officials also re
flects a lapse in authorization for the trade 
adjustment assistance program during the period 
December 1985 through April 1986, which ne
cessitated the suspension of petition processing. 
Firms in the primary metals, fabricated metals, 
machinery, and miscellaneous manufacturing sec
tors in fiscal year 1986 composed a substantially 
greater proponion of all firms cenified. Approxi
mately two-thirds of all cenification activity took 
place in the industrial sectors represented above. 1 

The International Trade Administration (IT A) 
approved the adjustment proposal of two cenified 
firms in fiscal year 1986 and authorized financial 
assistance totaling $900,000 in the form of 

1 Derived from official statistics of the U.S. Department 
of Commerce. 

direct loans. Additional direct loans and loan 
guarantees were available but not used by the 
firms.2 The ITA in fiscal 1986 also provided dip 
re ct technical assistance valued at $ 5 .1 million 
through its Trade Adjustment Assistance Centers 
to 442 cenified firms3 dislocated as a result of 
impon competition. 

Commerce awarded trade adjustment techni
cal assistance grants totaling $1.2 million to five 
industry associations. These associations repre
sented die casters and producers of jewelry, elec
tronics, gears, and auto pans.4 In addition to the 
assistance described above, the apparel industry 
received $3.3 million directly through Congres
sional grants. 

LAW AGAINST UNFAIR 
TRADE PRACTICES 

U.S. law provides U.S. industries with reme
dies against cenain unfair trade practices includ
ing (1) the imponation of merchandise sold at 
less than fair value (LTFV) (i.e., dumped), (2) 
the imponation of subsidized merchandise, and 
(3) the use of unfair methods of competition, 
such as patent infringement, in import trade. 
U.S. law also provides for the enforcement of 
rights under trade agreements and for the appli
cation of remedies against unfair trade practices 
of foreign governments that burden or restrict 
U.S. commerce. As a result of antidumping and 
countervailing duty (CVD) investigations under
taken in 1986 by the U.S. International Trade 
Commission and the Depanment of Commerce, 
29 new antidumping orders and 13 new CVD or
ders were imposed. Of 20 Commission investiga
tions into the alleged use of unfair methods of 
competition, 3 resulted in exclusion orders. Un
der section 301 provisions designed to address 
rights under trade agreements and to remedy cer
tain unfair trade practices of foreign governments, 
the United States Trade Representative (USTR) 
instituted six new investigations in 1986 concern
ing the enlargement of the European Community 
(EC), Canadian softwood lumber, the Canadian 
ban on expons of fish, Argentine expon taxes 
affecting soybeans, Taiwan customs valuation 
practices, and Taiwan expon performance 
requirements. 

2 The maximum amount of monetary assistance author
ized through Apr. 7, 1986 under the adjustment assistant 
program, Sl million in direct grants and $3 million in 
loan guarantees, is in many instances less than firms are 
capable of obtaining from private or internal sources. 
The cost of even a relatively small capital investment in 
most industries would exceed the amount of assistance 
previously available through the program. 
:J This figure includes firms certified in years previous to 
fiscal year 1986. 
• Trade adjustment technical assistance programs 
initially funded in previous years continued in effect 
throughout fiscal year 1986 for industries that process 
wool and produce jewelry, electronics, industrial machin
ery, machine tools, apparel, die casters, auto parts, 
leather products, handbags, sporting goods, and foundry 
products. 
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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 LTFV in the United States, 
and (2) the U.S. International Trade Commission 
determines whether or not a U.S. industry is be
ing 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 such sales at L TFV. In general, im
ports are considered to be sold at L TFV when the 
U.S. selling price is less than the home market 
price (or, in certain cases, the . price in a third
country market or at a price below the cost of 
production). The dumping duty equals the differ
ence between the L TFV price and the fair market 
price. In determining whether or not an article is 
being sold at L TFV, appropriate 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 or on behalf of an industry with Com
merce and the U.S. International Trade Commis
sion. Petitions are filed and investigations 
conducted under section 731 et seq. of the Tariff 
Act of 1930.1 

Both Commerce and the U.S. International 
Trade Commission conduct preliminary and final 
antidumping investigations.2 Commerce com
pleted 49 final antidumping investigations in 
1986, a decrease from the 53 final investigations 
completed in 1985.3 Imported products under 
investigation included rock salt, photoalbums, 
ethyl alcohol, 64K dynamic random access mem
ory (DRAM) semiconductors, and numerous iron 

' 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 or not there is a reasonable indication of 
material injury 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 then proceeds to investigate and make 
preliminary and final determinations concerning whether 
or not the imported product is being, or is likely to be, 
sold at LTFV. If Commerce makes an affirmative 
preliminary determination, 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 Commerce, whichever 
occurs later. See 19 U.S.C. § 1673d(b)(2). However, 
if Commerce's preliminary determination is negative and 
its final determination is affirmative, the Commission 
has 75 days to make its determination after receiving 
notice of Commerce's final affirmative determination. 
See 19 U.S.C. § 1673d(b)(3). 
' These figures include investigations that resulted In 
determinations as well as investigations that were termi
nated before determinations were issued. 
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and steel products. Antidumping orders were im
posed as a result of 29 of these investigations on a 
total of 14 products from 13 countries. The 
Commission completed 73 preliminary and 45 fi
nal antidumping injury investigations." Details of 
antidumping actions and orders, including sus
pension agreements in effect5 and revocations in 
1986, are presented in appendix tables B-5 and 
B-6. The following tabulation is a summary of 
antidumping cases in 1986: 
Ant/dumping Cases 

Petitions flled ..........•...•............ 
Prellmlnary Commission negative 

determinations .................•...... 
Flnal Commerce determinations: 

Negative ..................•.•....•..• 
Affirmative ........•.•............•... 
Terminated ......•..•................. 

Flnal Commission determinations: 
Negative •. , ... , ...... , ........... , •.. 
Affirmative (Includes partial affirmatives) . 
Terminated .......................... . 

Suspension of Investigations ...•.......•.. 
Termination of petitions .............•.... 
Flnal antldumplng orders .... , ........ , , .. 

Countervailing Duty Actions 

Number 

71 

11 

2 
43 
4 

9 
30 

6 
2 

10 
29 

The U.S. CVD law is set forth in sections 303 
and 701 et seq. (title VII) of the Tariff Act of 
1930. It provides for the levying of special addi
tional duties to countervail or offset foreign subsi
dies8 on products imported into the United 
States. In general, procedures for such investiga
tions are similar to those of antidumping investi
gations. Petitions are filed with Commerce (the 
administering authority) and the U.S. Interna
tional Trade Commission. Commerce must find a 
countervailable subsidy and the Commission must 
find the requisite injury caused by the subsidized 
imports before a CVD order can be issued. In
vestigations are conducted under section 701 of 
the Tariff Act if the subject article is imported 
from a country that has signed the GA TI Code 
on Subsidies and Countervailing Duties, 1 or has 

" These figures include investigations that resulted in 
determinations as well as investigations that did not end 
with a determination because the investigations were 
terminated before determinations were issued. 
11 An antidumping investigation can be suspended 
through a suspension agreement prior to a final determi
nation by the Department of Commerce. Such suspen
sions may be effected 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 injurious effect of the imports. The 
investigation is reinstituted at the same stage as sus
pended should LTFV sales recur. See 19 U.S.C. 
§ 1673c. 
11 A subsidy is defined as a bounty or grant bestowed 
directly or indirectly by any country, dependency, 
colony, province, or other political subdivision on the 
manufacture, production, or export of products. See 
19 U.S.C. §§ 1303(a)(l), 1677(5), and 1677-l(a). 
7 Agreement on Interpretation and Application of art. 
VI, XVI, and XXIII of the General Agreement on Tariffs 
and Trade. 



otherwise been designated a "country under the 
Agreement." 1 Investigations with respect to im
ports from other countries are conducted under 
section 303 of the Tariff Act. Such imports are 
subject to an injury test only if they enter free of 
duty.2 

Commerce completed 24 final CVD investi
gations3 in 1986 compared with 36 completed in 
1985. CVD orders were imposed as a result of 13 
of these investigations on a total of 10 products 
from 9 countries. The Commission completed 26 
preliminary and 12 final investigations on the is
sue of material injury, or threat thereof, as a re
sult of subsidized imports. 4 Details of CVD 
actions and outstanding orders, including suspen
sion agreements in effects and revocations in 
1986, are presented in tables B-7 and B-8. The 
following tabulation is a summary of CVD cases in 
1986: 

CVD Cases Number 

Petitions flied • • • • • • • • . • • • • • • • • • . • • • • • • • 29 
Prellmlnary Commission negative 

determinations .. .. .. .. . .. • .. • .. .. .. .. 4 
Final Commerce determinations: 

Negative............................. 3 
Affirmative • . • • • • • • • • • • • • . . • • . • . • • • . . • 18 
Terminated • • • • • • . • • • • • . • • • • . • . • • . • . • 3 

Final Commission determinations: 
Negative............................. 2 
Affirmative (Includes partial affirmatives) . 7 
Terminated •••..••. ·.•••• .. . • . • . . • • • • . . 3 

Suspension of Investigations . • • • . . . . • • • . • • 1 
Termination of petitions · . . . • • • . • • . • • • • • • • 6 
Final CVD orders . . • . .. . .. • . . . .. .. • • • .. . 13 

1 See 19 U.S.C. § 1671. 
2 Most major U.S. trading partners have signed the 
GA TT Agreement on Subs'idies and Countervailing 
Duties. Under section 303(a)(2), "(i]n the case of any 
Imported article or merchandise Which ls 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). 
11 This figure includes investigations that resulted In 
determinations as well as Investigations that did not 
result In determinations because the investigations were 
terminated before determinations were Issued. 
' Ibid. 
11 A CVD Investigation can be terminated through a 
suspension agreement prior to a final determination by 
Commerce on the Issue of subsidization, if (1) the 
government of the subsidizing country, or exporters 
accounting 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 govern
ment or exporters described above agree to take action 
that will completely 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. 

Reviews of Outstanding Antidumping 
and Countervailing Duty Orders 
Section 751 of the Tariff Act of 1930 re

quires Commerce (the administering authority) to 
review annually the outstanding antidumping and 
countervailing duty orders and suspension agree
ments in order to determine the amount of any 
net subsidy or dumping margin and, in addition, 
compliance with any suspension agreement, 
where a request for such review is received. Sec
tion 151 also requires Commerce and the Com
mission, as appropriate, to review outstanding 
determinations after receiving information or a 
petition that shows changed circumstances.a Un
der section 751(a), the annual reviews 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 
7Sl{b), a review of a final determination or a sus
pension 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 cir
cumstances sufficient to warrant such review. 
Without good cause shown, however, no final de
termination or suspension agreement can be re
viewed by the CQmmission within 24 months after 
the date of publication of notice of the determi
nation. The party seeking revocation of an an
tidumping or CVD order or suspension agreement 
has the burden of persuasion before the Commis
sion as to whether or not there are changed cir
cumstances sufficient to warrant revocation. 

The Commission completed one section 751 
review of an outstanding antidumping order in 
1986. On December 15, 1986, the Commission 
made a determination resulting in the revocation 
of a portion of a 1972 antidumping order cover
ing the importation of fish netting of manmade 
fibers from Japan. The Commission determined 
that, because of changed circumstances, salmon 
gill fish netting of manmade fibers may be im
ported without causing or threatening material in
jury to an industry in the United States, or 
materially retarding the establishment of a domes
tic industry. Commerce, through its section 751 
review procedures, revoked antidumping orders 
in 1986 on carbon steel plate from Japan and Ko
rea, unrefined montan wax from East Germany, 
stainless steel sheet and strip from France and 
West Germany, tool steel from West Germany, 
and stainless steel wire rods from France. In 
each of these cases, except for unrefined montan 
wax from East Germany, the antidumping orders 
were revoked following the negotiation of volun
tary restraint agreements (VRA's) with the sub
ject countries. 

11 See 19 U.S.C. § 1615. Note: The review is no 
longer mandatory under the amendments to the Trade 
and Tariff Act of 1984. 
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Commerce revoked four CVD orders in 1986 
that governed certain carbon steel products from 
Austria, certain steel bars and shapes from Mex
ico, stainless steel plate from the United King
dom, and welded carbon steel pipes from 
Yugoslavia. In addition, Commerce terminated a 
suspension agreement on carbon steel wire rope 
from South Africa. 

The Commission did not complete any ad
ministrative reviews in 1986 under section 751 to 
determine whether or not revocation of a suspen
sion agreement in effect would cause material in
jury, or threat thereof, or materially retard 
establishment of a U.S. industry. 

Unfair Practices Investigations 
Section 337 of the Tariff Act of 1930 author

izes 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 substantially injure an in
dustry, efficiently and economically operated, in 
the United States, or to prevent the establishment 
of an industry, or to restrain or monopolize trade 
or commerce in the United States. If the Com
mission 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 President may disapprove a Com
mission order within 60 days of its issuance for 
"policy reasons." Unfair practices that involve 
the importation of dumped or subsidized mer
chandise must be pursued under antidumping and 
CVD provisions and not under section 337. The 
Commission is required to complete section 337 
investigations within 12 months of publishing its 
notice of investigation, but may take up to 18 
months to complete cases declared to be "more 
complicated." Most investigations, however, are 
completed within 12 months. In 1986, as in pre
vious years, most complaints filed with the Com
mission alleged infringement of a U.S. patent by 
imported merchandise. Other complaints filed in 
1986 alleged, among other things, trademark or 
copyright infringement, false advertising, false 

1 19 U.S.C § 1337, as amended. 
2 Under present Commission practice, proceedings are 
conducted before an administrative Jaw judge in accord 
with the Administrative Procedure Act, 5 U.S.C. § 551 
et seq. The administrative law judge conducts an 
evidentiary hearing and makes an initial determination, 
which is transmitted to the Commission. The Commis
sion may adopt the determination by deciding not to 
review it, or it may choose to review it. If the Commis
sion finds a violation, it must determine the appropriate 
remedy, the amount of any bond to be collected while its 
determination ls pending before the President, and 
whether or not certain public-interest considerations 
preclude the issuance of any remedy. 
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designation of origin, and trade secret misappro
priation,3 

The Commission completed 20 investigations 
in 1986 under section 337. No violation of the 
statute was found in 6 of the 20 investigations 
completed. Three investigations resulted in the 
issuance of exclusion orders. Eleven investiga
tions were terminated by the Commission prior to 
issuance of a determination regarding whether or 
not section 337 had been violated-9 on the basis 
of a settlement agreement (2 of these settlements 
also involved license agreements), and 2 on the 
basis of a consent order. Another investigation 
was concluded on the basis of one exclusion or
der, four cease and desist orders, and two con
sent orders. Commission activities involving 
section 337 actions in 1986 are presented in table 
B-9. Exclusion orders in effect as of the end of 
1986 are presented in table B-10. 

As of December 31, 1986, a total of 44 out
standing exclusion orders based on violations of 
section 337 were in effect. All but 13 of these 
involved patent violations. Table B-10 also lists 
the investigations that preceded the issuance of 
the orders. 

Traditionally, the Commission has conducted 
investigations under section 603 of the Trade Act 
of 197 4 to gather information necessary to deter
mine whether or not a basis exists for instituting a 
section 337 investigation. The Commission is 
generally authorized under section 603 to con
duct preliminary investigations to determine the 
scope and manner of its proceedings and to con
solidate proceedings before it. No investigations 
under section 603 were conducted by the Com
mission in 1986. 

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 other unfair act, policy, or prac
tice of a foreign country or instrumentality that 
burdens or restricts U.S. commerce. Unfair prac
tices are those which are inconsistent with certain 
provisions, or otherwise deny U.S. benefits, of 
any trade agreement, or are unjustifiable or dis
criminatory and burden or restrict U.S. com
merce. According to time limits imposed under 
sections 301 and 304, the President must take all 
appropriate and feasible action to enforce such 
rights or try to obtain the elimination of such act, 

3 Other examples of unfair acts include trade dress 
misappropriation, refusal to deal or sell, passing or 
palming off, trademark dilution, false labeling, antitrust 
violations, and fraudulent inducement to enter into a 
licensing agreement. 
4 19 U.S.C. § 2411, et seq. 



policy, or practice.1 An interdepanmental com
mittee headed by the USTR conducts these inves
tigations (including hearings, if requested), 
usually on the basis of petitions alleging section 
301-307 violations, but an investigation under 
section 302 may also be self-initiated by the 
USTR even if a petition is not filed.2 If the for
eign entity does not agree to change its practices, 
the President is empowered to (1) deny it the 
benefits of trade-agreement concessions, and 
(2) impose duties, fees, or other import restric
tions on products and services, when appropriate. 

A study conducted by the U.S. General Ac
counting Office (GAO) during 1986 analyzed the 
use of section 301 by examining cases and obtain
ing views of petitioners and Government agencies 
involved in the interagency review process. In a 
summary presented to the Senate Finance Com
mittee, GAO reported that section 301 had 
gained only "limited success" in obtaining the re
moval of unfair trading practices. "Minimally ef
fective" use of section 301 cases was blamed 
more on delays linked to lengthy and inefficient 
handling of disputes once taken to the GA Tr, 
rather than on faults with the law itself or the ad
ministration's implementation. The study recom
mended that serious efforts to reform the GA Tr 
dispute settlement process be undertaken in the 
Uruguay Round.3 Indeed, noting the importance 
petitioners placed on "political will," the study re
ported favorable reactions to the administration's 
stronger commitment to combating unfair foreign 
trade practices illustrated by the self-initiation of 
new cases and the acceleration of resolution ef
forts since 1985.4 

Part of the President's September 1985 trade 
initiative included the resolve to be more aggres
sive in initiating section 301 cases.s In 1985, the 
President directed the USTR to self-initiate the 
first four section 301 investigations; in 1986 the 

1 Within this context, "commerce" Includes services 
related to international trade, regardless or whether such 
services are related to spec:Ulc: products. 
2 The statute provides a number or procedures and time 
limits for action by the USTR. The USTR has 45 days 
from receipt or a petition to determine whether or not to 
Initiate an Investigation. Upon initiation, the use or 
international dispute settlement procedures Is required In 
trade agreement cases, concurrent with the domestic: 
investigation. In all cases, consultations are requested 
with the foreign country or instrumentality involved. Ir a 
case Involves issues arising under a trade agreement, the 
United States employs the dispute settlement provisions 
or such agreements. The USTR must make a recom
mendation to the President within a specified number or 
months from the date of initiation. 
3 Reform of dispute settlement procedures is a U.S. 
priority in the Uruguay Round. See section entitled 
"Launching the Uruguay Round" in c:h. 1. 
• Statement by Allan Mendelowitz, Associate Director, 
National Security and Internatonal Affairs, U.S. General 
Accounting Office, before the Senate Committee on 
Finance, July 22, 1986. See, GAO, Combatting Unfafr 
Foreign Trade Practices, March 1987. 
11 See Operation of the Trade Agreements Program, 37th 
Report, 198S, p. 9. 

President took action for the first time under sec
tion 301 in four cases, without a preceding formal 
investigation under section 302. Two private sec
tion 301 petitions were filed in 1986, one on Ar
gentine export taxes affecting soybeans and· 
soybean products and one on Canadian bans on 
exports to the United States of unprocessed her
ring and salmon. To demonstrate his continued 
resolve on trade issues, the President accelerated 
work on the cases, obtaining several settlements 
in 1986. Some of these were obtained in the 
same year that the cases were instituted. Ta
ble 5-1 provides a summary of the activity on 
section 301-307 cases during 1986 that is de
scribed in greater detail below. 

Investigations were not instituted in 1986 on 
five of the petitions filed with the USTR. The 
reasons for not initiating investigations varied with 
each case.e A petition filed by the Oklahoma 
Steel and Wire Co. complaining of high Mexican 
tariffs and import taxes on farm fence panels was 
withdrawn in January 1986 because of Mexican 
negotiations for accession to the GAIT. GAIT 
concessions were obtained from Mexico on this 
product. In response to a petition filed by a 
group of lawyers in April 1986 on restricted ac
cess to the Japanese legal services market, the 
USTR did not institute an investigation because of 
progress made in ongoing negotiations on the is
sue. Japan passed new legislation that partially 
liberalized practice rules for foreign legal consult
ants. No investigation was initiated in response to 
a petition filed in August 1986 by the Specialty 
Tubing Group and Stainless Steel Wire Task 
Force alleging Swedish domestic subsidies to pro
ducers of certain specialty steel product, because 
the same subsidies were subject to ongoing CVD 
investigations. Likewise, USTR did not initiate an 
investigation in response to a petition alleging 
Japanese market barriers to U.S. rice exports 
filed in September by the Rice Millers' Associa
tion. The USTR noted the administration's in
tention to pursue the matter under the Uruguay 
Round commitments on standstill and agriculture. 

A fifth petition regarding preshipment in
spection practices undertaken in the United 
States by an agent of five Latin American and 
Caribbean couutries was filed in September by 
the Florida Exporters and Importers Association. 
Upon looking into the matter, the USTR found 
that preshipment inspections were practiced not 
only by the countries named in the petition 
(Equador, Guatemala, Jamaica, Paraguay, and 
Venezuela) but also by 19 other developing coun
tries. 

Noting concern, in particular, about the al
leged "verification" of privately negotiated prices 
and the spreading use of the inspections, the 

11 See USTR, "Report to Congress required by section 
306 of the Trade Ac:t or 1975," January-June 1986 and 
July-December 1986. 
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Table 5-1 
Summary of activity on He. 301 lnvHtlgatlona during 19811 

Doc. No.I Product or service/ 
date I/led Petitioner country Status at yearend 1986 

307-01 USTR Initiated Export performance In September 1986, Taiwan agreed to llft existing 
Mar. 1986 at President's requirements/ automotive export performance requirements by next 

direction. Taiwan. summer and to apply no new requirements. 
Investigation terminated. 

301-58 USTR Initiated Softwood lumbar/ On Dec. 30, 1986, the President proclaimed a temporary 
Dec. 1986 at President's Canada. duty of 15% ad valorem pending Canada's collectlon of 

direction. an export tax of the same amount, as agreed under the 
terms of a countervalllng duty agreement. U.S. duty 
1uapended Jan. 8, 1987, as Canadian duty In effect. 

301-57 USTR Initiated Practices on USTR Is preparing a retaliation llst and consultlng 
Oct. 1986 at President's beer, wine, and with Taiwan authorities. 

direction. tobacco sales/ 
Taiwan. 

301-56 USTR Initiated Customs valuation/ Taiwan agreed to abolish Its customs valuation 
Aug. 1986 at President's Taiwan. duty-paying system on Oct. 1, 1986. Thus, pro-

direction. posed retaliatory measures not enacted. 

301-55 lclcle Seafoods Ban on unprocesaed USTR consulted with Canada under art. XXlll: 1 of the 
Apr. 1986 and Asaoclated herring and GATT In September and October 1986. USTR will submit 

Processors. salmon exports/ recommendations to the President within 30 days of 
Canada. the conclusion of the dispute settlement process. 

301-54 USTR Initiated Assesalon of In July 1986, USTR reached Interim solution with the 
Mar. 1986 at President's Spain and EC on Spanish Import levy restrictions. Other 

direction. Portugal/EC. outstanding lsauea largely resolved In early 1987. 

301-53 National Soybean Soybean and Conaultatlona held with Argentina In August 1986. 
Apr. 1986 Proceaaors soybean product USTR must submit recommendations to the President 

Association. export taxes/ by April 25, 1987. 
Argentina. 

301-52 USTR Initiated Protection of Agreement with Korea to Improve protection of 
Nov. 1985 at President's Intellectual Intellectual property rights announced In July 

direction. property rights/ 1986. In August 1986, Investigation terminated and 
Korea. final agreement signed. 

301-51 USTR Initiated Insurance prac- Agreement with Korea to allow U.S. firms to under-
Sept. 1985 at President's tlces/Korea. write llfe and nonllfe Insurance announced In 

direction. July 1986. Investigation terminated In August 1986. 

301-50 USTR Initiated Tobacco products/ In October 1986, Japan agreed to reduce cigarette 
Sept. 1985 at President's Japan. tariff to zero, ellmlnate deferral In excise tax 

direction. payment, and terminate discriminatory distribution 

301-48 Semiconductor Semiconductors/ In July 1986, Japan agreed to Increase access for 
June 1985 Industry Japan. U.S. firms to Japanese market and to seek to 

Association. prevent dumping In U.S. and third-country markets. 
Flnal agreement signed In September. 

301-49 USTR Initiated Informatics In October 1986, the President directed the USTR to notify 
Sept. 1985 at President's pollcy/Brazll. GATT of U.S. Intention to suspend tariff con-

direction. ce11lons with respect to Brazil under art. XVIII. 

301-47 Fertlllzer Triple super- Consultations under the GATT Standards Code, 
Aug. 1984 Institute. phosphate/EC. started In December 1984. No further action In 1986. 

301-42 Natlonal Soybean Soybean oll and Consultations have taken place. No further action 
Apr. 1983 ProceHors meal/Spain. reported In 1986 

AHoclatlon 

301-40 National Soybean Soybean oll and GATT Subsidies Code consultatlona lnltlally held 
Apr. 1983 Processors meal/Brazil. with consultations to confirm Brazil clalm that 

Association. barriers were ellmlnated. No action In 1986. 

301-35 Footwear Indus- Nonrubber foot- In Ncvember 1985, Brazil's offered to llberallze Its Im-
Oct. 1982 tries of wear/Brazil. port surcharge and reduce tariffs. No further 

America, Inc. action reported In 1986. 

301-34 J.I. Case Co. Front-end loaders/ Following Informal GATT consultatlons, the USTR 
July 1982 Canada. returned to the petitioner for further Information. 

No further action reported In 1986. 
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Table 5-1-COntlnued 
Summary of activity on He. 301 Investigations during 1986 

Doc. No.I Product or service/ 
date filed Petitioner country 

301-23 National Broller Poultry/ EC. 
Sept. 1981 Councli. 

301-11 Florlda Citrus Citrus fruits and 
Nov. 1976 Commission. Juices/ EC. 

301-6 Miiiers National Wheat flour/EC. 
Nov. 1975 Federation. 

USTR announced a five-point action plan to in
vestigate and find means to alleviate concerns 
raised by the practice.1 The action plan includes 
(1) bilateral consultations with the relevant gov
ernments, (2) pursuit of multilateral solutions un
der, for example, the Customs Valuation Code 
and the Customs Cooperation Council, (3) moni
toring of preshipment inspections activities within 
the United States, (4) consideration of possible 
domestic action such as legislation or regulations, 
and (5) a request to the U.S. International Trade 
Commission to conduct a study of the practices 
and their consequences for U.S. commerce.2 
The petition was withdrawn in light of the action 
plan. However, the petitioner may refile the peti
tion at any time if not satisfied with results of the 
plan. 

Cases initiated in 1986 

EC enlargement3 

In March 1986, the President announced his 
intention to (1) impose quotas on EC products if 
the EC did not remove certain quantitative re
strictions on Portuguese imports of oilseeds and 
grains; and (2) increase tariffs on EC products if 
the EC did not provide compensation for U.S. 
losses resulting from the EC's imposition of vari
able levies on corn and sorghum imports into 
Spain in breach of prior tariff commitments. 

In May, the President imposed nonrestrictive 
quotas on certain EC imports in response to the 
EC's quantitative restrictions in Portugal.4 On 
July 2, the USTR reached an interim solution 
with the EC with regard to the import levy restric
tions in Spain. That solution provided that any 
shortfall in U.S. corn and sorghum to Spain be
low a monthly average of 234,000 metric tons 

1 "Yeuuer announces aclions on Preshipment Inspection 
Programs," USTR Press Release No. 86/44, Oct. 20, 
1986. 
2 USITC Investigation No. 332-242, "The effect of 
preshipment Inspection practices on U.S. commerce." 
lnslituted on Dec. 16, 1986, the Investigation Is under
way. 
11 USTR Docket No. 301-54. 
• See 51 F.R. 18294, May 16, 1986. 

Status at yearend 1986 

GA TT Subsidies Code conclllatlon undertaken at 
outset of case. No action reported In 1986. 

In August 1986. agreement reached In which EC would 
grant tariff concessions on citrus products and 
concessions on other products In exchange for some 
U.S. concessions. Retaliatory actions terminated. 

GA TT Subsidies Code panel declined to determine It 
EC violated code rules. Report not adopted 
by Code members. 

through the remainder of 1986 would be compen
sated for through reduced import levy quotas in 
the EC. Since further 1986 negotiations with the 
EC did not yield sufficient compensation, the 
USTR announced in December that. unless the 
EC agreed to adequate compensation by the end 
of January, the United States would raise duties 
to 200 percent ad valorem on certain imports 
from the Ec.s 

Canadian softwood lumber8 

On December 30, 1986, the Governments of 
Canada and the United States signed an agree
ment on trade in certain softwood lumber prod
ucts/ 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. a Because the Government of Canada was 
unable to collect an export charge on exports of 
certain softwood lumber products to the United 
States until at least January 8, 1987, the President 
deemed it necessary to enforce the rights of the 
United States under a trade agreement and expe
ditious action was required. Starting on Decem
ber 31, 1986, the Government of the United 
States applied a 15 percent ad valorem surcharge 
to imports of certain softwood lumber products 
from Canada, and agreed to terminate such sur
charge when the Government of Canada begins to 
collect the export charge as agreed to in the 
Memorandum of Understanding between the two 

5 On Jan. 30, 1987, the EC agreed to ensure annual 
Imports of corn and sorghum Into Spain of 2 million and 
300,000 metric tons, respectively. It also agreed to 
rescind its requirement that 15 percent of the Portuguese 
grain market be reserved for sales from EC countries and 
to reduce duties on 26 other products. USTR, "Section 
301 Table of Cases," February 1987. See also the 
"European Community" section of ch. 4 and the section 
of ch. 2 entilled "EC enlargement". 
e USTR Docket No. 301-58. 
7 52 F.R. 231, Jan. 2, 1987. As a result of the agree
ment, the petition was withdrawn triggering the U.S. 
Commerce Department to terminate the investigation. 
1 52 F.R. 229, Jan 2, 1987. The softwood lumber 
problem is also discussed in the "Canada" section of 
ch. 4. 
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Governments. 1 The duty was designed to remedy 
the deferral by Canada of an export tax agreed to 
as part of a settlement that terminated a CVD in
vestigation by the United States.2 Under the 
agreement reached between Canada and the 
United States, Canada was to begin imposing a 15 
percent ad valorem tax on exports of certain soft
wood lumber products to the United States as of 
December 31, 1986. The real purpose of the ac
tion was to enforce the trade agreement while the 
Canadian authorities took the necessary domestic 
steps to implement the 15 percent export tax, 
which became effective January 8, 1987. 

Canadian ban on fish exports3 

Icicle Seafoods and nine other seafood proc
essors filed a petition in April 1986 alleging that 
the Canadian prohibition of the export of unproc
essed herring and salmon violates GA TI article 
XI, covering quantitative restrictions, and pro
vides Canadian processors with an unfair cost ad
vantage that burdens U.S. exports in 
third-country markets. The USTR initiated an in
vestigation in May 1986,4 and requested com
ments on certain economic issues relating to the 
investigation. Consultations between the USTR 
and Canadian officials were held under article 
XXIII:l of the GATI in September and October.5 

. The USTR must submit a recommendation to the 
President within 30 days after concluding dispute 
settlement procedures. 

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.7 The Association's peti
tion 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 processing industry a guaran
teed 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 markets. The USTR held consultations 
with Argentina in August 1986. The USTR must 

1 Bill C-47, the Canadian lumber export tax bill, passed 
the Senate on May 28, 1987, and was expected to be 
given royal assent the week of June 8, 1987. The bill 
formally implements the U.S./Canada Softwood Lumber 
Agreement and gives Revenue Canada the authority to 
enforce collection of the lS percent federal export tax on 
lumber destined for U.S. markets. 
a As a result of the agreement, the petition was with
drawn triggering the United States Commerce Department 
to terminate the investigation. 
3 USTR Docket No. 301-SS. 
4 See 51 F.R. 19648, May 30, 1986. 
11 See also the "Dispute settlement" section of ch. 2. 
11 USTR Docket No. 301-53. 
7 See St F.R. 16764, May 6, 1986. 
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submit recommendations to the President by 
April 24, 1987. 

Taiwan customs valuation practices' 

(See section below on "Cases resolved in 
1986. ") 

Taiwan export performance requirements9 

(See section below on "Cases resolved in 
1986.") 

Cases resolved in 1986 

EC citrus preferences10 

In a petition filed in November 1976, the 
Florida Citrus Commission alleged that EC pref
erential import duties on orange and grapefruit 
juices and fresh citrus fruits from certain Mediter
ranean countries adversely affected U.S. citrus 
producers. The case, which had been considered 
by a GATI pane1,11 was finally resolved in 1986 
following several months of retaliatory and coun
terretaliatory measures. 12 

In May ·1985, following the EC's persistent 
refusal to implement the findings of the GA TI 
panel, the USTR held a public hearing on pro
posed recommendations to the President. In 
June 1985, after receiving the USTR recommen
dations, the President determined that the EC 
practices were unreasonable and discriminatory 
and constituted a burden on U.S. commerce. 13 

A few days later, the President announced that 
retaliatory measures against imports of pasta from 
the EC would take effect in July. 14 In response, 
the EC raised duties on lemons and walnuts im
ported from the United States. In July 1985, the 
EC and the United States suspended their duty 
increases to resume negotiations. The USTR an
nounced that, by October'31, the EC would work 
to reduce the pasta export subsidies by 45 percent 
and to increase U.S. access to its citrus market. 
When these goals had not been obtained by the 
deadline, the United States made effective the 
previously imposed retaliatory duties on imports 
of EC pasta. As expected, the EC resumed its 
counterretaliatory duties. Finally, in August 
1986, an agreement was reached whereby the EC 
would grant tariff concessions on citrus products 
and grant additional tariff reductions on almonds 

• USTR Docket No. 301-56. 
• USTR Docket No. 307-1. 
10 USTR Docket No. 301-11. 
11 Following the 1979 Tokyo Round In which duty 
reduction was obtained only on fresh grapefruit, GATT 
consultation and conciliation efforts were pursued without 
results. The GATT Council established a panel In 
November 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. 
12 See also "European Community" section of ch. 4. 
13 See 50 f.R. 2568S, June 21, 1985. 
14 See SO F.R. 26143, June 25, 1985. 



and peanuts in return for cenain U.S. tariff con
cessions.1 As a result of the agreement, all retali· 
atory duties were terminated.2 

Japanese barriers to tobacco products3 

In September 1985, the USTR self-initiated 
an investigation of Japanese practices that restrict 
U.S. tobacco product exports to Japan. Among 
the practices named were high tariffs, restrictions 
against manufacturing, and distribution restric
tions:' After obtaining comments from U.S. in
dustry, the USTR held consultations with Japan in 
February 1986. By October 1986, the United 
States and Japan had concluded an agreement 
under which Japan would suspend its tariff on 
cigarettes, eliminate the discriminatory deferral in 
excise tax payment, terminate discriminatory dis
tribution practices, and adopt virtually automatic 
approval procedures.s The President approved 
the agreement in October and suspended the in
vestigation, directing that it be terminated upon 
full implementation of the agreement by Japan.a 

Japanese barriers to the domestic sale of 
/oreign semiconductors7 

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 July& and held 
initial consultations in August 1985 with the Japa
nese. Further consultations were held throughout 
1985 and 1986. In July 1986, the USTR negoti
ated an agreement with Japan under which Japan 
will increase access for U.S. firms to the Japanese 
market and prevent dumping of Japanese semi
conductors in the U.S. and third-country mar
kets.o After the President approved the 
agreement and suspended the investigation, 10 the 
USTR signed the final agreement. The first con
sultations under the agreement were held in No
vember 1986.11 

Taiwan customs valuation practices 

In August 1986, the President determined on 
his own motion that Taiwan's use of a duty-paying 

1 According lo the USTR, "definitive Implementation of 
the entire agreement Is dependent on passage of Jegisla· 
lion by Congress" to Implement the U.S. tariff conces
sions. USTR, "Report to Congress required by section 
306 of the Trade Act of 1975," July-December 1986, 
p. 11. 

a See 51 F.R. 30146, Aug. 22, 1986. 
3 USTR Docket No. 301-SO. 
' See SO F.R. 37609, Sept. 16, 198S. 
11 See also "Japan" section of ch. 4. 
1 See 51 F.R. 3599S, Oct. 8, 1986. 
1 USTR Docket No. 301-48. 
1 See SO F.R. 28866, July 16, 198S. 
• See also "Japan" section of ch. 4. 
10 See 51 F.R. 27811, Aug. 4, 1986. 
11 USTR, "Report to Congress required by section 306 of 
the Trade Act of 1975," July-December 1986, p. 1. 

system to calculate customs duties violated a trade 
agreement, was unjustifiable and unreasonable, 
and a burden or restriction on U .s. commerce. 12 
He directed the USTR to propose appropriate 
measures for retaliation. By August, the Taiwan 
authorities agreed in an exchange of letters to 
take action by September 1, 1986, to abolish the 
duty-paying schedule as of October 1, 1986. 13 

On October 1, 1986, the new Taiwan regulations 
went into effect. The USTR confirmed that Tai
wan had enacted the changes and advised the 
public that no retaliatory action would be neces
sary. 14 

Taiwan beer, wine, and tobacco practices15 

In October 1986, the President determined 
on his own motion that certain policies and prac
tices of Taiwan adversely affect the distribution 
and sale of U.S. beer, wine, and tobacco prod
ucts in Taiwan. 1e He decided to take propor
tional countermeasures so long as Taiwan 
continues these practices, and directed the USTR 
to draw up proposals for appropriate and feasible 
actions. The USTR began preparing a retaliation 
list and consulting with Taiwanese authorities. In 
December, however, Taiwan agreed to lift the 
ban on beer imports, eliminate requirements that 
the retail price of the foreign products be taxed at 
a higher rate than domestic products, and allow 
U.S. products to be sold at all retail outlets where 
Taiwan products are sold. 17 As a result of the 
agreement, the USTR announced that the retali
ation directed earlier by the President would not 
be proposed. 1a 

Taiwan export per/ ormance requirements 

In March 1986, at the direction of the Presi
dent, the USTR self-initiated the first investiga
tion under section 307-a case which concerns 
export performance requirements in the automo
tive sector.19 The USTR requested written public 
comment, and consulted with Taiwan authorities 
in June, August, and September. In September 
1986, the USTR reached an agreement under 
which Taiwan would lift existing automotive ex
port performance requirements by next summer; 
apply no new automotive export performance re
quirements; and grant the right for existing auto 
investments to be expanded with no new perform
ance requirements.20 Ambassador Yeutter de
scribed the agreement as a "significant victory in 
the investment area" that "sets a precedent for 

12 See Sl F.R. 28219, Aug. 6, 1986. 
13 See also "Taiwan" section of ch. 4. 
" See Sl F.R. 37S27, Oct. 22, 1986. 
111 USTR Docket No. 301-S7. 
11 Sec SJ F.R. 39639, Oct. 30, 1986. 
17 USTR, "Report to Congress required by section 306 of 
the Trade Act of 1974," July-December 1986, p. 8. 
See also "Taiwan" section of ch. 4. 
11 Sl F.R. 44958, Dec. 16, 1986. 
" See 51 F.R. 12008, Apr. 8, 1986. 
ao See also "Taiwan" section of ch. 4. 
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future negotiations." 1 Based upon this agree
ment, the USTR terminated the investigation.2 

Korean insurance policies3 

In September 1985, the USTR self-initiated 
an investigation of Korean practices that restrict 
the ability of U.S. insurers to provide insurance 
services in the Korean market.• The USTR held 
consultations with Korea throughout 1985 and 
1986. In July, agreement was reached that Korea 
will increase access to the Korean insurance mar
ket by allowing U.S. firms to underwrite both life 
and non-life insurance. The United States and 
Korea also agreed to set up a consultative mecha
nism to discuss implementation of the agreement 
and other matters related to the Korean insurance 
market.6 In August, the investigation was termi
nated by the President, and the final agreement 
was signed.a 

Korean intellectual property rights7 

In October 1985, the President directed the 
UST.R to initiate ~ecti~n 301 proceedings against 
unfall' trade practices m Korea's intellectual prop
erty rights laws. The President stated that several 
aspects of Korean law appeared to deny effective 
protection for U.S. intellectual property. For ex
ample, the, President noted, among other things, 
that Korea s patent law did not cover foodstuffs 
or che~ical compounds and compositions, that 
protecuon for chemicals and pharmaceuticals is 
limited to process patents, and that works of U.S. 
authors were not protected under Korean copy
right law.8 In November 1985, the USTR initi
ated the investigation.D The USTR held 
consultations with Korea throughout 1985 and 
1986. In July 1986, the White House announced 
that an agreement had been reached with Korea 
t? improve protection of intellectual property 
nghts. 1° Korea agreed to lift certain restrictions 
imme~iately and to enact legislation covering 
copynghts, patents, and trademarks by mid-1987. 
In addition, Korea agreed to participate in a 
U .S.-Korean consultative mechanism to discuss 
implementation of the agreement and other intel
lectual property issues and to accede to relevant 

1 Test1~mony on "Unfair Trade Practices and U.S. Trade 
Policy by Ambassador Clayton Yeutter before the U.S. 
House of Representatives Committee on Energy and 
Commerce, Subcommittee on Oversight and Investiga
tions, Sept. 26, 1986. 
1 See St F.R. 41S58, Nov. 17, 1986. 
ii USTR Docket No. 301-51. 

• . 4 See SO F.R. 37609, Sept. 16, 1985. 
11 USTR, "Report to Congress required by section 306 of 
the Trade Act of 1975," July-December 1986, p. 4. 
See also "Korea" section of ch. 4. 
11 See 51 F.R. 29443, Aug. 18, 1986. 
7 USTR Docket No. 301-52. 
1 White House Press Release, Oct. 16, 1985. 
1 See SO F.R. 45883, Nov. 4, 1985. 
10 See also "Korea" section of ch. 4. 

5-12 

international agreements. 11 In August, the Presi
dent terminated the investigation 12 and the final 
agreement was signed. 

Cases outstanding 

Canadian tax and customs measures on /ront
e11d loaders13 

No action has been reported on this case 
since 1982, although the case has not been for
mally terminated. In July 1982, J.I. Case Co. 
filed a petition alleging that Canada's regulations 
allowing remission of customs duties and sales tax 
on certain front-end loaders are unreasonable 
and discriminatory, burden and restrict U.S. 
commerce, and violate the GATT and the GATT 
Code on Subsidies and Countervailing Duties. 
After the petition was amended and refiled, the 
USTR initiated the investigation in October 1982. 
GA TT article XXII consultations were held with 
Canada in December 1982. 

EC technical standards for /ertilizers1'-

. . N~ act!on was reported during 1986 on ape
uuon filed m August 1984 by the Fertilizer Insti
tute. The petitioner alleged that a technical 
standard for water solubility of triple super
phosphate adopted by the EC is inconsistent with 
the provisions of the GA TT Standards Code. 
Following preliminary consultations with the EC 
in 1984, the USTR requested further information 
from the petitioner. In December 1984, consul
tations were held under the Standards Code. 
During 1985, the USTR consulted further with 
the petitioner. 

EC export subsidies on wheat flour1& 

No further developments occurred on this 
case during 1986; the GATT panel report on the 
matter remains unadopted. In November 1975, 
the Millers National Federation filed a petition al
leging that the EC violated GATT article XVI:3 in 
using export subsidies to gain more than its equi
table share of world trade in wheat flour. Dispute 
settlement under the GA TT Subsidies Code be
gan in September 1981. In early 1983, the con
clusions of the Code panel charged with 
investigating the U.S. allegations were issued.111 
Although the Code Committee considered the 
panel report several times in 1983, it could not 
agree to adopt the report. 

11 USTR, "Report to Congress required by section 306 of 
the Trade Act of 197S, 11 July-December 1986, p. 5. 
12 See 51 F. R. 29445, Aug. 18, 1986. 
iii USTR Docket No. 301-34 . 
14 USTR Docket No. 301-47. 
111 USTR Docket No. 301-6. 
111 The panel report found that the EC had become a 
significant exporter of wheat fiour but did not make a 
finding as to whether the EC had obtained a "more than 
equllable share" o( the market as a result of subsidies. 
Letter o( comments from the USTR In "Current Issues In 
U.S. Participation In the Multilateral Trading System," 
U.S. General Accounting Orrlce, Publication No. GAO/ 
NSAID-85-118, p. 101, (1985). 



EC and Brazilian export subsidies on poultry1 

No action was reponed in 1986 on the case 
involving a petition filed in September 1981 by 
the National Broiler Council. The petitioner al
leged that the EC violated GATI anicle XVI and 
the GA TT Code on Subsidies and Countervailing 
Duties in using expon subsidies that displace U.S. 
poultry expons to third-country markets. The 
President later directed that Brazilian subsidies 
also be examined.2 Despite consultation and con
ciliation efforts undenaken from 1982 to 1984, 
the USTR was unable to report a resolution of 
this matter. 

Brazilian informatics policies3 

In September 1985, the USTR self-initiated 
an investigation into Brazil's informatics policy." 
The policy encompasses a variety of measures 
such as investment restrictions, subsidies, and im· 
port restrictions. Efforts in 1985 centered on ob~ 
taining information from U.S. industry. The first 
consultations with Brazil on its policies took place 
in February 1986.s In October 1986, the Presi· 
dent determined that Brazil's policies are unrea· 
sonable and extended the administrative deadline 
through December 31. At the same time, he di· 
rected the USTR to notify the GA TT of the U.S. 
intention to suspend tariff concessions for Brazil 
under GA TI anicle XVIII, and to eff~ct the sus
pension when appropriate.a Explaining that Bra
zil had undenaken some promising administrative 
reforms, the President decided on December 30, 
1986, to terminate the pan of the investigation 
dealing with Brazilian administrative procedures. 
The Brazilian reforms included simplification of 
the licensing process, the creation of an appeals 
process, and narrowing the scope of import re
strictions. Noting insufficient progress in other 
areas, however, the President's December deter· 
mination also directed the USTR to continue ne
gotiations with Brazil to eliminate restrictions on 
U.S. investment in the inforinatics sector and ob
tain adequate protection of intellectual property 
rights.7 

Brazilian import restrictions on nonrubber 
footwear& 

Although Brazil offered to take cenain liber
alizing actions in late 1985, no further action on 
this case was reported in 1986. GATT article 
XXll consultations are described as pending by 
the USTR. In October 1982, the Footwear In· 
dustries of America, Inc., filed a petition allegin;g 
that Brazil's import restrictions on nonrubbe:r 

1 USTR Docket No. 301-23. 
2 See 47 F.R. 30699. 
' See USTR Docket No. 301-49. 
• See 50 f.R. 37608, Sept. 16, 1985. 
" See also "Brazil" section of ch. 4. 
• See 51 f.R. 35993, Oct, 8, 1986. 
1 52 F.R. 1619, Jan. 15, 1986. 
• USTR Docket No. 301-35. 

footwear are inconsistent with the GA TT and are 
unreasonable and/or discriminatory and a burden 
on U.S. commerce. GAIT consultations began 
in April 1983 and subsequent negotiations urged 
Brazil to liberalize market access for U.S. foot
wear exports. In November 1985, Brazil offered 
to liberalize its import surcharge and reduce 
tariffs. 

Barriers to U.S. exports of soybean oil and 
meal 

The USTR describes these cases on soybean 
products as pending, although no specific action 
was reported in 1986. In response to a petition 
filed by the National Soybean Processors Associa· 
tion concerning unfair practices that restrict U.S. 
exports of soybean oil and meal, the USTR initi· 
ated investigations against Brazil," Ponuga1, 10 and 
Spain11 in May 1983. Consultations were first 
held in 1983 and continued through 1985. 
GAIT consultations to discuss Brazil's claim that 
it had eliminated subsidies on these products were 
also held with Spain and Portugal in 1983. In 
1984, Portugal began to phase out the purchasing 
of foreign soy products by a state trading com
pany and to allow private imponing. 

OTHER IMPORT 
ADMINISTRATION LAWS 

Arrangement Regarding International 
Trade in Textiles 

The Arrangement Regarding International 
Trade in Textiles, generally known as the MFA, 
regulates U.S. textile imports. In 1986, 83 per· 
cent of U.S. textile imports came from MFA sig
natories; 59 percent of imports from all countries 
were subject to restraint. Originally put into ef
fect in 1974, the MFA has been extended three 
times, with the most recent extension of the 
MFA, commonly referred to as MFA IV, taking 
effect on August 1, 1986.12 It is scheduled to 
expire 5 years later on July 31, 1991.13 It ex· 
pands upon the coverage of previous agreements 
by including noncotton vegetable fibers and cer· 
rain silk blends. 

In the face of rising textile impons from low· 
cost producers, the MF A was established in 
1974, and was extended in 1978, 1982, and 
1986. The MFA was designed to promote the 
expansion and liberalization of W\'"'dd trade in tex· 
tiles and at the same time avoid disruption of 
markets and production lines. Operating under 
the aegis of the GATI, it permits the regulation 

• USTR Docket No. 301-40. 
10 USTR Docket No. 301-41. 
" USTR Docket No. 301-42. 
12 For a complete discussion of the MFA extension, see 
ch. 1. 
'~ Forty·three signatories, Including the EC as a single 
signatory, participated In the negotiation of MFA IV. 
As of May 18, 1987, 36 countries signed MFA JV. 
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of trade in textiles by providing the framework for 
negotiation of bilateral agreements beLween tex
tile importing countries and suppliers. 

Table S-2 lists the status of quantitative limi
tations on textile imports into the United States in 

T•ble 5-2 

effect at year's end 1986. lmpons from 40 coun
tries or territories were subject to quantitative lim
its, with those from 31 countries subject to 
bilateral agreements negotiated under the provi
sions of the MFA. Bilateral agreements were also 
negotiated with five nonparticipants in the MFA-

St•tu• of qu•ntlt•tlve !Imitation• on U.S. Import• of textu .. under th• MFA, a• of Deo. 10, 1981 

Country 

Banglade1h ................... . 
BrazU .............•.••.•....•. 
Bulgarta ...................... . 
Chlrla ••.•••.•.•••.•..••••.•.•• 
Colombia ••••.••...••••...•..•. 
Costa Rica ................... . 
Czechoslovakla ••••••••••••••••• 
Dominican Republlc ••••••••••••• 
Ea1t Germany ••••••••••••••••• 
Egypt . I •••••••••••••• I •••••• I. 

Guatemal• ••••••••••••••••••••• 
Haiti ••••.••••••••••••••••••••• 
Hong Kong ••••••••••••••.• , • , , 
Hungary ..........•.....••.•.•. 
lndla •..•......•.....•...... •.• 
lndonesla ••••••••••••••••• , •• ,. 
Jamaica .... I I •••• I ••••• I •••••• 

Japan ••••••••••••••••••••••••• 
Korea ••••••••••••••••••••••••• 
Macau ....................... . 
Malaysla ••••••••••••••••••••••• 
Maldlv•• ...................... . 
Maurltlu1 ................ , . , .. . 
Mexico ........... , ... , ..•..... 
Nepal ........ , .... , •.. , .... , , . 
Pakistan ••••••••••••••••••••••• 
Peru ......................... . 
Philippines •••••••••••••.••••••• 
Poland ...................... .. 
Romanla3 •••••••••••••••••••••• 

Singapore .................... . 
South Africa• •••••••••••••••••• 
Sri Lanka .................... .. 
Taiwan ...•..•.....•••••...••.• 
Thalland •••••.••••••••••••••••• 
Trinidad/Tobago' ••••••••••••••• 
Turkey •••••••••••••••••••••••• 
Uruguay ••••••••••••••••••••••• 
Yugoslavla ••••••••••••••••••••• 

Currant UmltoUon on Import tratto 
For 12 months Quantity 
beginning-' restrained' 

112/88 
4/1/88 
5/1/88 
1/1/88 
7/1/88 
111/88 
8/1/88 
8/1/88 

9/30/88 
1/1/88 
111/88 
111/88 
1/1188 
1/1/88 
1/1/88 
7/1/88 
9/1/88 
1/1/88 
111/88 
1/1188 
111/88 

9/29/88 
10/1/88 
111188 
1/1/88 
111/88 
5/1/86 
111/86 
111188 
111/88 
1/1 /88 
1/1/88 
9/1/88 
8/1/88 
1/1/88 
1/1/88 

10/1/88 
1/1/88 ,., 
1/1/88 

Ml/lion 
square yard 
equivalents 

93.5 
269.0 

.8 
942.1 
114.3 
11.3 

.7 
48.8 

.8 
83.3 
5.4 

74.2 
1, 135.8 

4.3 
155.3 
307.1 
19.8 

282.4 
1,120.3 

72.3 
189.3 

.8 
28.3 

278.2 
17.1 

283.7 
119.9 
378.3 
73.8 
25.9 
83.2 

187.7 
21.8 

118.1 
1,812.0 

253.3 
10.0 

121.0 
8.8 

39.0 
1 Th• starting date for th• 12-month restraint period may Vaci according to th• product category. 

Expiration 
of current 
agreement 
or quota 

1/31/88 
3/31/88 
4/30/89 

12/31/87 
12/31/88 
12/31/87 
5/31/89 
5/31 /88 
9/29/87 

12/31/87 
12131/88 
12/31/88 
12/31/91 
12/31/87 
12/31 /91 
8/30/88 

12/31/89 
12/31/89 
12/31/89 
12/31/88 
12/31/89 
9/28/88 
9/30/90 

12/31/87 
12/31/88 
12/31/88 
4/30/89 

12/31/88 
12/31/89 
12/31/89 
12131/87 
12/31/90 
8/31/88 
5/31/88 

12/31/89 
12/31/88 
12/31/87 
8/30/88 
8/30/87 

12/31/88 

a Agreements with 5 countrles-BrazH, Macau, Pakistan, the Phlllpplnes, and Poland-have overall aggregate llmlts 
that are shown In thl1 table. For all other countries, the figure shown represent• the sum of llmlts established on 
specified groups or categories. 
:i Two separate bllateral restraint agreements were concluded with Romania, the first covering wool and manmade 
fiber categories, and the second covering cotton categories. 
• Publlc Law 99-440 offlclally negated the bilateral agreement with South Africa. 
1 Restraints are for a 15-month period ending December 31 , 1987. 
• Agreement years vary by category. 
Source: U.S. Department of Commerce, Performance Report, Dec. 10, 1988, and various Federal Register 
notices. 
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Costa Rica, Guatemala, Taiwan, Mauritius, and 
Nepal-under the authority of section 204 of the 
Agricultural Act of 1956. These bilateral agree· 
ments, like those negotiated with MFA members, 
enable the United States to set aggregate limits on 
textile imports into the United States from a par· 
ticular country and/or to set limits on imports of 
specific product categories or groups of catego· 
ries. 1 U.S. bilateral agreements generally cover 
almost all imports of textile products made of cot
ton, wool, and manmade fibers; some cover the 
new MF A IV fibers as well. In addition, those 
with a relatively small but growing number of 
countries-including Hong Kong, Taiwan, and 
Korea-also cover previously uncontrolled prod
ucts, namely those of silk blends and vegetable 
fibers. In 1986, the agreement with Jamaica was 
upgraded from a consultative agreement to one 
which set quotas on certain products while estab
lishing vinually unlimited guaranteed access to 
the U.S. market for certain products assembled in 
Jamaica from fabrics made and cut in the United 
States. A similar agreement, providing both quo
tas and guaranteed access levels, was reached 
with Trinidad and Tobago. The limits on imports 
from Japan were unilaterally imposed by the 
United States when the two countries were unable 
to negotiate renewal of the bilateral accord that 
had expired on December 31, 1985. 

Agricultural Adjustment Act 

The U.S. International Trade Commission, 
at the direction of the President, conducts investi
gations under section 22 of the Agricultural Ad· 
justment Act (7 U .S.C. 624) to determine the 
effects of imports on price-support or production
adjustment programs of the U.S. Department of 
Agriculture (USDA). The President, following 
receipt of the Commission's report, may impose 
quotas or fees, (such quotas not to restrict im· 
ports to less than half of the quantity of imports 
during a previous representative period and such 
fees not to exceed SO percent ad valorem) to pro· 
tect the USDA program in question. When the 
Secretary of Agriculture determines that an emer· 
gency exists, the President may take action before 
the Commission's investigation and report. Such 
emergency action continues in effect during the 
pendency of the above proceedings. 

No section 22 investigations were instituted 
by the Commission in 1986. The Commission's 
reports on the section 22 investigations involving 
sugar (Inv. No. 22-49) and sugar-containing arti
cles (Inv. No. 22-48) were transmitted to the 
President on September 15, 1986 and October 
15, 1986, respectively. At the close of 1986, the 

I The U.S. Department or Commerce, Office or Tex
tiles, has the responsibility for monitoring the agree
ments. In this capacity, it acts on behalf or the 
lnteragency Committee for the Implementation of Textile 
Agreements (CIT A). 

President had not acted on the Commission's rec
ommendations. The reports remained confiden· 
tial, and the President's emergency actions with 
respect to sugar and sugar-containing articles tem
porarily established in 1985 continued in effect.2' 

Quantitative limits imposed in previous years 
under the authority of section 22 remained in 
place throughout calendar year 1986 on cotton of 
certain specified staple lengths, cotton waste, and 
certain cotton products; peanuts; certain dairy 
products; and sugar, certain sugar syrups, and 
sugar-containing articles. With respect to all of 
the above-described products, the United States 
has in effect various price-support, production
adjustment, or market-control programs designed 
to achieve the necessary balances between market 
supplies and consumer demand. 

Generalized System of Preferences 

The U.S. GSP is a temporary tariff prefer
ence scheme designed to offer nonreciprocal 
duty-free treatment for designated articles of de
veloping countries in order to help beneficiary de
veloping countries 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, in effect since January 4, 
1985, is an amended form of the original program 
and is scheduled to expire on July 4, 1993. The 
original GSP scheme was established under the 
Trade Act of 1974 for a period of 10 years. The 
renewed GSP, which is the result of amendments 
by the Trade and Tariff Act of 1984, provides for 
a general review of the program by January 1987. 
Determinations of benefit levels based on this re
view will enter into force on July 1, 1987.3 

From July 1, 1986, through July 1987, ear
lier benefit levels are to be in effect, subject to 
the most recent annual changes announced by 

' For further details, see Operation of the Trade Agree· 
ments Program, 31th Report, 1985, pp. 246-249. 
~ On Jan. 2, 1987, the administration announced the 
results of Its 2-year general review. According to the 
announcement, the duty-free status of 193 Import items 
will be removed, affecting primarily 8 advanced develop· 
Ing countries-Taiwan, Brazil, Mexico, South Korea, 
Hong Kong, Singapore, Yugoslavia, and Argentina. 
After the results of the review are implemented, the level 
of benefits for advanced developing countries will drop by 
an estimated $2 billion, or almost 23 percent, below 
1985 levels. Meanwhile, the administration also en· 
hanced GSP benefils for 95 products from 10 countries. 
Overall, the changes resulted in the redirection of GSP 
benefits In favor of countries with greater need. In 
revising the program, the administration took Into 
account the competitiveness of a panlcular country and 
Industry, the volume of expons, and trade practices and 
the treatment of workers In a particular country. 
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the USTR on March 31, 1986.1 Notably, these 
changes were not based on customary annual re
view procedures as the general review of the GSP 
was conducted simultaneously to the end of 1986. 
The principal difference was· that the latest 
changes were not based on petitions by interested 
panies as was the case in prior years. 

The following are modifications in product 
coverage in effect since July 1986. Under the 
statutory "competitive need" provision, products 
accounting for $13 billion in 1985 impons were 
removed from the GSP list. In comparison, re
movals based on competitiveness amounted to 
$13.8 billion in 1985. Of the $13 billion, prod
ucts accounting for $840 million were removed 
for the first time.2 

Product coverage may also be modified by 
the President under discretionary authority to 
"graduate" countries for panicular products.3 In 
1986, the President "graduated" (i.e. removed 
from the list of eligible anicles or countries) 
$2.4 billion in 1985 impons from duty-free treat
ment under this authority. This compares with 
1. 8 billion dollars wonh of graduations in the pre
vious round of changes. The value of the anicles 
that were removed accounts for 93.6 percent of 
all 1985 shipments that were eligible for redesig
nation. By the same token, the President redesig
nated items valued at $167 million that were 
previously excluded from GSP duty-free treat
ment, or 6.4 percent of the total value eligible for 
redesignation. 

Exclusions from eligibility under both statu
tory and discretionary provisions totaled $15 .4 
billion (based on 1985 trade). For the third con
secutive year in the 11-year history of the GSP, 
the value of these exclusions has exceeded the 
value of imports actually receiving GSP treatment 
($13.3 billion in 1985). 

In 1986, 140 countries and territories 
were eligible for duty-free GSP treatment on 
about 3,000 anicles, with manufactures and 
semimanufactures accounting for a large share. 
lmpons under the program amounted to 

1 In operating the GSP program, the interagency Trade 
Polley Staff Committee, chaired by a representative of 
the USTR, conducts annual reviews in which petitions 
are received from foreign governments, U.S. producers, 
and importers for modification in the list of items eligible 
for GSP duty-free treatment. The review also includes 
application of the competitive-need criteria, which can 
result in products of certain bl'!neficlary countries being 
excluded from, or reinstate~ to, eligibility for GSP 
treatment. 
a The so-called com~etitive need provisions of the GSP 
law state that If, fr, any calendar year, imports of an 
eligible product from an eligible country either (1) exceed 
·a given dollar amount ($69.6 million in 1985) or (2) 
account for more than SO percent of total U.S. imports 
of that product for that year, then imports of that 
product from that country cannot receive duty-free 
treatment under GSP in the following GSP year. 
3 Graduation is recognition that a beneficiary country 
does not currently need GSP treatment for particular 
products in order to be competitive. 
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$13.9 billion; they were responsible for 3.8 per
cent of overall U.S. imports and 11. 7 percent 
of all GSP-eligible impons during the year (table 
5-3). 

Seven advanced beneficiary countries 
(ABC's) supplied 78.7 percent of all U.S. imports 
that received duty-free treatment under the GSP. 
These leading GSP beneficiaries were Taiwan, 
Korea, Hong Kong, Mexico, Brazil, Israel, and 
Singapore. GSP imports from these ABC's col
lectively amounted to $11 billion. Middle-in
come beneficiaries supplied 20.9 percent of the 
total, and low-income beneficiaries supplied 0.4 
percent of the total. 

Table 5-4 shows the amount of duty-free im
ports under GSP separately for the seven ABC's, 
and the ratio of such imports to the GSP eligible 
and total U.S. imports from each of these coun
tries in 1986. These leading ABC beneficiaries 
are unchanged in recent years. In 1986, Taiwan 
continued to be number one among the GSP eli
gibles in terms of the value of its shipments to the 
United States. Duty-free U.S. imports from Tai
wan under GSP amounted to $3.8 billion, and 
they were responsible for 27 percent of total 1986 
U.S. impons under the program. The share of 
impons entering under GSP provisions to the 
overall imports from each of these seven ABC's 
ranged from 19 percent for Taiwan to 7. 6 percent 
for Mexico. Mexico's low GSP share is ac
counted for by the dominance of petroleum in 
composition of U.S. impons from that country. 
Petroleum is not a GSP-eligible anicle. 

Based on the five-digit TSUS classification 
system, office machines and magnetic recording 
equipment accounted for the largest value among 
all GSP-eligible anicles entering the United States 
under GSP in 1986 (table B-11). Sugar, which 
was the leading GSP item in prior years, ranked 
only third in 1986. Table B-12 lists GSP-eligible 
impons by two-digit divisions of the Standard In
ternational Trade Classification (SITC) system, 
showing also the percentage of duty-free imports 
in total U.S. impons for the anicles in question. 
Table B-13 gives the same information by divi
sions of the Standard Industrial Classfication 
(SIC) system. 

Caribbean Basin Economic Recovery 
Act (CBERA) 

Nineteen eighty-six marked the third year of 
operation of the Caribbean Basin Initiative (CBI). 
The CBI was authorized by the CBERA,• which 
was signed into law in August 1983; the program 
became operative by Presidential proclamation on 
January 1, 1984. A 12-year program, the CBI is 
designed to foster economic development in the 
Caribbean Basin by providing a combination of 

• Public Law 98-67, title II. 



Table 5-3 

U.S. Imports' for consumptlon2 from GSP beneficiary countries by development status, 3 1988 

Advanced Middle- Low- Total, all Total 
GSP Income GSP Income GSP beneficiary all 

Item beneficiaries beneficiaries beneficiaries countries countries 

Total Imports .•.•• 1 , 000 dollars .. $72, 178,253 $35,066,564 $974,280 $108,219,097 $367. 466. 540 
GSP-ellglble products .....• do .. 29,811,973 4,640, 148 207,423 34,659,544 119,573,208 

Duty free under GSP .•.. do .. 10,967,856 2,896,583 52,314 13,916,753 13,916,753 
Competitive-need 

exclusions .•..••.••..• do .. 15,463,705 899,852 0 16,363,557 16,363,557 
Other •••.••••......••• do .. 3,380,413 843,712 155, 109 4,379,234 89,292,898 

Nonell~lble product Imports . do .. 42,366,280 30,426,417 766,857 73,559,554 247,893,332 

Ratio of: 
GSP-ellglble Imports to total 

Imports • • • . • . • . • • • . percent .• 41.3 13.2 21.3 32.0 32.5 
GSP duty-free Imports to 

GSP ellglble Imports . • . • . do •. 36.8 62.4 25.2 40.2 11.6 
Competitive-need exclusions 

to GSP-ellglble Imports .. do .. 51.9 19.4 0.0 47.2 13.7 
Other Imports to GSP-ellglble 

Imports • • • . • . • • • • . • . • • • do .• 11.3 18.2 74.8 12.6 74.7 
GSP duty free to total 

Imports .•••••....•.•.•. do .. 15.2 8.3 5.4 12.9 3.8 
Country group share of total 

GSP duty-free Imports .•• do .. 78.8 20.8 0.4 100.0 100.0 
Country group share of total 

competitive-need 
exclusions I I I•. I I I I I I I I do .. 94.5 5.5 o.o 100.0 100.0 

' Cust.,ms-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 
$1.2 bllllon In 1986. This Is consistent with the concept of U.S. Imports used In the GSP program for the competi-
tive-need determinations. · 
3 For the purposes of this table, advanced GSP beneficiaries Include Taiwan, Korea, Brazil, Mexico, Hong Kong, 
Israel, and Singapore. The low-Income GSP beneficiary category Includes the 26 countries designated as least de
veloped developing countries In headnote 3(d) of the Tariff Schedules of the United States. The mlddle-lncome 
category Includes the other 107 ellglble countries. 
Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

Table 5-4 

U.S. Imports for consumption under the GSP from advanced beneficiary countrles,.1986 

U.S. Imports of Ratio of Share of Share of Country 
Total GSP-e/lglble el/glble GSP GSP to GSP to share of 

Rank Source value articles to total Imports e/lglble total GSP total 

Miii/on Mllllon Mllllon 
dollars dollars Percent dollars Percent Percent Percent 

1 Taiwan ...... 19,768 10,854 54.9 3,762 34.7 19.0 27.0 
2 Korea ...... 12,682 4,684 36.9 2,220 47.4 1·7.5 16.0 
3 Hong Kong .. 8,848 3,557 40.2 1,424 40.0 16.1 10.2 
4 Mexico ..•.• 17,072 6,505 38.1 1,301 20.0 7.6 9.4 
5 Brazil •••.... 6,681 1,902 28.5 1, 109 58.3 16.6 8.0 
6 Singapore •.• 4,713 1,445 30.7 730 50.5 15.5 5.2 
7 Israel ••..••. 2,414 866 35.9 421 48.7 17.5 3.0 

Top 7 ...•. 72, 178 29,812 41.3 10,968 36.8 15.2 78.8 
World ....... 367,467 34,660 9.4 13,917 40.2 3.8 100.0 

Source: Complled from offlclal statistics of the U.S. Department of Commerce. 

trade preferences, aid, and investment incentives 
to eligible countries. 1 

The centerpiece of the CBERA is a one-way 
trade preference program that allows duty-free 

1 For a discussion or the CBI and its implications, see 
the section entitled "Caribbean Basin Initiative," Opera
tion of the Trade Agreements Program, 3Sth Report, 
1983, p. 25. 

access of eligible products to the U.S. market, 
provided 35 percent of their value is added in a 
Caribbean Basin country participating in the pro
gram. CBERA preferences constitute one of 
three major duty-free or duty-reduction programs 
available to Caribbean Basin countries from the 
United States. The other two, which have been 
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in effect for years, are the GSP1 and duty provi
sions of TSUS items 806.30 and 807.00. Item 
807.00 provides an exclusion from U.S. duties for 
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. Item 
806.30 provides similar treatment for certain 
metal products exported to a foreign country for 
processing and then returned to the United 
States. Table B-14 separately lists imports from 
the Caribbean region under these programs in 
1986. 

The President of the United States initially 
designated 20 countries for CBERA trade bene .. 
fits. In March 1985, the Bahamas became the 
21st beneficiary country. On April 11, 1986, 
Aruba, which became independent of the Nether
lands Antilles on January 1, 1986, was separately 
designated as a CB ERA beneficiary, the 22d, 

1 For a discussion of the GSP, see the previous section 
in this chapter. 

Table 5-5 

retroactive to January 1, 1986. The list of all des
ignated and nondesignated Caribbean countries 
and U.S. imports from these countries during 
1982-86 are shown in table 5-5.2 

In 1986, total U.S. imports from the Carib
bean Basin amounted to $6.2 billion. This was 
down 9.7 percent from such imports in 1985, rep
resenting the third consecutive annual decline. 
The downtrend reflects, to a large degree, the 
shrinking value of Caribbean crude oil and re
fined oil products shipped to the United States. 
Imports of oil and oil products, which in 1984 still 
accounted for nearly one-half of all U.S. imports 
from the region, were responsible for only 22 per
cent in 1986. Oil and oil products are not eligible 
for duty-free treatment under the CBERA (or any 

2 For a description of the criteria that the President must 
consider In designating a country eligible for CBI bene
fits, see Operation of the Trade Agreements Program, 
JSth Report, 1983, pp. 27-28. 

U.S. Imports for consumption from the Caribbean Basin, by countries; designated or nondeslgnated un
der the CBERA, 1982-86 

(Customs-value basis, In thousands of dollars) 

Country 

Designated: 
Antigua ....................... . 
Aruba' .......•..••............. 
Bahamas •..••••...•........•.•. 
Barbados ....•.•....•...•....... 
Belize •.....•..••.......•....... 
British Virgin Islands ••...•....... 
Costa Rica .•.....•••..••.•..••• 
Dominica .•.•.•....•••••••.•.•.• 
Dominican Republlc .....••....••• 
El Salvador •.••.........•....... 
Grenada ..................... .. 
Guatemala ..•.......••..•.•..... 
Haiti .•....•..••.•............•. 
Honduras ..•.................... 
Jamaica .••..•....•.......•..... 
Montserrat •.................... 
Netherland Antmesa ••............ 
Panama .•.•.•..........•....... 
St. Chrlstopher-Nevls-Angullla3 •••• 

St. Lucia ..••................•.. 
St. Vincent and Grenadines ...... . 
Trinidad and Tobago .•••......... 
Total .••...•.••.••••........... 

Nondes/gnated: 
Angullla' .....•.........•.....•.. 
Cayman Islands .......•......... 
Guyana ..••••..........•....... 
Nicaragua ••.•.......•......•.•. 
Suriname ...................... . 
Turks and Caicos Islands ......•.. 

Total •..•....•..••.••..••..... 

Grand Total ........•.......... 

1982 

4,890 

1,045,217 
106,631 
38,464 

892 
358, 127 

2.372 
622,510 
310,022 

401 
330, 142 
309,860 
359,553 
278, 108 

749 
2, 106,750 

250,764 
11,557 
4.703 
1,394 

1,628,392 
7,771,498 

14,830 
70,655 
86,875 
60, 147 
3,556 

236,062 

8,007,561 

1983 

8,809 

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 
8,763,900 

8,607 
67,332 
99,013 
63, 147 
3,965 

242,065 

9,005,965 

1984 

7,898 

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 

6,212 
74,417 
58,064 

104,636 
3,935 

247 ,264 

8,896,499 

1985 

24,695 

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 

10,950 
46,010 
41,003 
60,091 
4,649 

162,703 

6,849,928 

1 Curing 1982-85 and Jan.-May 1986, Import statistics treated Aruba as part of the Netherland Antllles. 
a See footnote 1 . 

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 

89 
14,611 
62,928 

1,071 
38.591 
4,792 

122,082 

6, 186,826 

:1 Before 1986, U.S. Import statistics treated St. Christopher, Nevis, and Angullla as 1 entity. Therefore, although 
Angullla has not been designated as a beneficiary country, It was treated as such In pre-1986 data. 
' See footnote 3. 
Source: Complied from offlclal statistics of the U.S. Department of Commerce. 
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other preferential program). Discounting crude 
and refined oil products, U.S. imports from the 
Caribbean edged up only slightly in 1986. In ad
dition to oil, products ineligible for CBERA pref
erences include textiles and apparel, footwear, 
luggage, handbags, and leather wearing apparel. 
The 1986 imports of these excluded categories 
are shown in table B-15. 

Prior to the year under review, President 
Reagan stated his intention to provide more lib
eral quota treatment for textiles and apparel im
ports from CBERA-eligible countries. Acting on 
this promise, on February 20, 1986, the President 
announced a "special access program" to liberal
ize quotas for CBERA countries for imports of 
apparel and made-up textiles such as bed linens. 
The program is designed to provide greater access 
to the U.S. market for products that CBERA 
countries ship under TSUS item 807.00 and that 
have been assembled with fabric produced and 
cut in the United States. CBEP.A countries have 
been invited to enter bilateral agreements with the 
United States under which gu~ranteed access will 
be permitted for their exports of apparel and tex
tile products that qualify.1 These guaranteed 

' To date, the countries that have entered into a bilat
eral textile agreement with the United States under the 
program are the Dominican Republic, Haiti, Jamaica, 
al)d Trinidad and Tobag<'. 

Table 5-8 

access levels will be separate from quotas applica
ble to those products that were not assembled 
solely from U.S.-made and U.S.-cut fabric.2 

Duty-free imports entering under CBERA 
preferences, shown in table 5-6, totaled $689.8 
million in 1986, or 11.4 percent of overall U.S. 
imports from the eligible countries. This com
pares with $497.6 million, or 7.3 percent in 
1985. Sugar was the leading product imported 
under CBERA provisions during ttie year, fol
lowed by beef and industr~al products such as 
chemicals, electrical articles, and jewelry. The 
list of major CBERA imports includes tobacco, 
coffee, fruits, and vegetables. 

Since the CBI was first proposed in February 
1982, the United States has steadily increased 
economic assistance to the region. U.S. aid fo
cuses on improving the business climate within 
the area, facilitating private investment and ex
port-led growth. The CBERA program also con
tains special incentives to increase the area's 
revenues from tourism, allowing U.S. firms to de
duct from their taxes convention expenses in
curred in CBERA beneficiary countries. 

z See also Imports under Items 806. 30 and 807. 00 of 
the Tariff Schedules of the United States, 1982-85, 
December 1986, USITC Publication 1920, p. 4-4. 

Leading Items In U.S Imports for consumption entered under CBERA provisions by descending 
duty-free value, 1986 

(Customs value, In thousands of dollars) 

Total U.S. Percent of 
Imports for CB ERA 
consumption Duty-free duty-free. 

TSUS from CBERA under to total Leading 
Item No. Description countries CB ERA CB ERA source . 
155.20 Sugars, slrups, and molasses .•••...• 205,591 124,851 60.7 Dominican Republic 
106. 10 Beef and veal, fresh, chllled •...••... 128,488 121,184 94.3 Costa Rica 
412.22 Analgesics, antlpyretlc ••.••..•.•...• 138,069 50,993 36.9 Bahamas 
685.90 Electrical switch ...•.•...••.•.....• 67,666 27,099 40.0 Haiti 
427.88 Ethyl alcohol for nonbeverage .•...... 27,669 25,092 90.7 Jamaica 
170.70 Cigars each valued 23 cents •.•.•.... 32,440 18,820 58.0 Dominican Republic 
734.56 Baseball equipment and parts ....•... 37,709 17.114 45.4 Haiti 
148.96 Plneapples. fresh, In packages ...•..• 17,285 13,446 77.8 Costa Rica 
606.79 Deformed concrete reinforcing bars 

of Iron or steel. 13, 187 12,371 93.8 Dominican Republlc 
740.15 Jewelry etc. and parts ...•....••.•.. 12,031 11, 137 92.6 Dominican Republic 
685.80 Electrical capacitors ..•.••....•.••.. 27,477 10,244 37.3 El Salvador 
170.35 Cigarette leaf, not mixed •.........•. 11,471 9,284 80.9 Guatemala 
607.17 Wire rods of Iron or steel .••.••..•.•. 10,665 7,908 74.1 Trinidad & Tobago 
110.35 Fresh fish, whole •••••••...•.••....• 16,047 7,728 48.2 Costa Rica 
165.29 Fruit juices, not mixed, orange f •• f I I 8,398 7,498 89.3 Bellze 
686.10 Resistors, fixed •..•.•• , . , .•.•.•.... 16,341 7,415 45.4 Costa Rica 
169.14 Rum (lnclualng cana paraguaya) It If I 7,614 7.171 94.2 Bellze 
136.00 Dasheens, fresh, chllled t I If I I I I I I 0 o 7,568 6,657 88.0 Dominican Republic 
160.10 Coffee, crude, roasted or ground .... 1,000,981 6,057 0.6 Guatemala 
148.30 Melons fresh, except cantaloupes .... 7,713 5,984 77.6 Guatemala 

Total, above Items ..•.............. 1, 794,410 498,053 27.8 
Total, all Items from CBERA 

countries .•.•.......•........••.. 6,064,745 689,776 11.4 

Source: Complied from official statistics of the U.S. Department of Commerce. 
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Meat Import Act of 1979 

The Meat Import Act of 1979-successor to 
the Meat Act of 1964-became effective on Janu
ary 1, 1981. The act requires the President to 
impose quotas on imports of certain meats, 
mainly fresh, chilled, or frozen beef if the USDA 
estimates that annual imports of such meats will 
equal or exceed a specified level. This level is 
based on U.S. production of meat during the cur
rent and previous 4 calendar years. Included in 
the formula is a "counter-cyclical factor" that in
creases the maximum level of imports permitted if 
U.S. domestic per capita supplies are inadequate 
and decreases the allowable level in the event of 
domestic surpluses. The USDA under the act is 
responsible for issuing annual estimates of antici
pated imports of meat and for monitoring imports 
and U.S. production of the covered categories of 
meat. No quotas have been imposed under the 
immediate act. Imports during the period 1980 
through 1986 have remained under the trigger 
level mandating imposition of quantitative restric
tions. In 1982 and 1983, imports threatened to 
exceed the respective annual trigger levels of 
1,300 million and 1,231 million pounds; however, 
VRA's scheduled to remain in effect through De
cember 31 of each of those years were reached 
limiting imports from Australia, New Zealand, 
and Canada, thus avoiding possible imposition of 
quotas. The Meat Act of 1964-based on a simi
lar but different formula-also provided authority 
to the President to impose quotas on imports of 
meat. 

The USDA, in December 1985, estimated 
that imports of quota meat in 1986 would amount 
to 1,395 million pounds, approximately 45 mil
lion pounds below the "trigger" level of 1,440 
million pounds mandating imposition of quantita
tive limitations. Actual imports of meat subject to 
the Act and distributed by source totaled 1,386 
million pounds in 19 8 6: 

Source 

Australia ..••••.....••...•.. 
New Zealand •...•..•.•..••• 
Canada .••.....•.••..••.••. 
Honduras ..•••.•.•..•...... 
Costa Rica ........••...•..• 
Guam .................... . 
Guatemala ............... .. 
European Community ..•..... 
El Salvador ..••....••...•... 
Panama .................. . 
Dominican Republlc .••..••... 
Bellze ............•........ 
Sweden ................... . 

Total •.......•.•...•..... 

Quantity 
(ml/I/on 
pounds) 

716.8 
362.2 
169.9 
20.8 
68.5 

.3 
7.7 
6.3 

.6 
• 1 

25.1 
.2 

7.0 
1,385.5 

The total of 1,386 million pounds was signifi
cantly below both the trigger level and the 
USDA's original estimate; therefore, no quotas 
were imposed, or VRA's negotiated on the cov
ered categories of meats during calendar year 
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1986. On December 31, 1986, the USDA esti
mated that in the absence of restraints, 1987 
meat imports subject to the law would total 1,400 
million pounds, 40 million pounds less than the 
1987 trigger level of 1,440 million pounds that 
would automatically mandate quantitative restric
tions. 

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 com
modities that threaten to impair the national secu
rity of the United States. Unless the President 
reverses the Secretary's finding, he must take 
whatever action he considers necessary to control 
imports of the contested article, thus precluding 
impairment to U.S. national security. Previous to 
the enactment of the Trade Expansion Act, the 
President had similar authority to regulate imports 
in the interest of national security under prede
cessor statutes, i.e., the Trade Agreements Ex
tension Act of 1958, section 8. Prior to 1986, 
authority was used by the President only to im
pose quotas and fees on imports of petroleum and 
petroleum products. 

On May 20, 1986, following formal investiga
tion proceedings on imports of "metal-cutting and 
metal-forming machine tools," the Secretary of 
Commerce advised the President that increasing 
dependence on imported machine tools originat
ing mainly in Japan and Taiwan could potentially 
erode U.S. capabilities to produce critical product 
lines. The Secretary noted that in 1984, there 
had been a previous finding by the USDA that 
indicated machine tool imports posed a significant 
threat to U.S. national security. Accordingly, the 
President directed that discussions be held with 
the Governments of Japan, Taiwan, West Ger
many, and Switzerland-the four largest suppliers 
of machine tools to the United States-aimed at 
establishing voluntary export restraints in critical 
pro~uct lines. The Governments of Japan and 
Taiwan-the key countries involved in the discus
sions-agreed in 1986 to limit unilaterally for S 
years machine-tool exports to the United States.1 

The President further directed that a "domestic 
action plan" -developed by the Departments of 
Commerce and Defense-be implemented to sup
port the U.S. industry's modernization efforts. 
The Reagan administration anticipates the agree· 
ments will enable the U.S. industry to preserve its 
critical production capabilities and at the same 
time increase the domestic market share. Com
parable agreements covering imports of machine 

1 The arrangem.nts specifically cover machining centers: 
computer-contr1 lled and noncomputer controlled lathes: 
computer-controlled and noncomputer-controlled punch
ing and shearing machines; and milling machines. 



tools may be reached in 1987 with the Govern
ments of West Germany and Switzerland.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 
1986. Libyan policies and actions aided and 
abetted through proceeds from the exportation of 
oil to the United States were initially declared to 
be adverse to the U.S. national security in 1982. 

The Steel Import Program 

Background of voluntary restraint arrange
ment program 

On September 18, 1984, the President deter
mined, following a section 201 (escape clause) in
vestigation conducted by the Commission, that 
import relief for the steel industry was not in the 
national economic interest (49 F.R. 36813). The 
President outlined instead a nine-point program 
designed to assist the domestic steel industry in 
competing with imports.2 Under this program, 
the President directed the USTR to negotiate vol
untary restraint VRA's to cover the period from 
October 1, 1984, through September 30, 1989 
(and to self-initiate unfair trade petitions, if nec
essary}, with countries "whose exports to the 
United States increased significantly in recent 
years due to an unfair surge in imports." As a 
result of the President's program, finished steel 
products were expected to fall to a more normal 
level of 18.5 percent of the domestic market. 
Imports of semifinished steel would be limited to 
about 1. 7 million tons annually. 

Current status of the program 

As of January 1987, VRA's have been con
cluded with 17 countries 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 agree
ments, tailored to each country, vary in the num
ber of individual product categories subject to 
limitation. 

In December 1986, Taiwan announced a 
unilateral export 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 

1 For other discussions of the machine tool issue, see the 
ch. 4 sections on Japan and the EC. Sec. 232 has 
traditionally been used by the President to Impose quotas 
and fees on imports of petroleum and petroleum prod• 
ucts. 
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. 

Africa, most iron and steel products covered un
der the VRA are subject to total embargo im
posed by the comprehensive Anti-Apartheid Act 
of 1986.3 The VRA remains in effect, however, 
so steel products not subject to the embargo, 
which include fabricated structural steel and pipe 
conduit, continue to be subject to the limitations 
of the VRA. In December 1985, the 1982 Ar· 
rangement Concerning Trade in Certain Steel 
Products between the European Coal and Steel 
Community and the United States (the arrange
ment) and the Pipe and Tube Arrangement were 
extended to coincide with the scheduled expira
tion of the VRA's on September 30, 1989. The 
arrangement, modified in September 1986, limits 
EC exports of finished steel products to about 5.5 
percent of U.S. apparent consumption and semi
finished steel to 800,000 tons during 1986; this 
includes a 200,000-ton quota granted to British 
Steel Corp. under special provision." 

:1 Executive Order 12571 of Oct. 27, 1986, 51 F.R. 
39505, and 51 F.R. 41911. 
• For a more detailed discussion of the U.S.·EC semi· 
finished steel agreement, see the ch. 4 section on the 
EC. 

Table 5-7 
Countries subject to VRA's and their rHpectlve 
llmlts, 1986 

Country 

Australla •••.••• 
Austria .••.•••. 
Brazll ••••••..•• 
EC• ...•••••.•• 
Czechoslovakla . 
East Germany .• 
Finland ......•• 
Hungary .••...• 
Japan .•..•.... 
Mexico .•••.••• 
Poland .••.•...• 
Portugal •.•.••• 
Romania ••..••. 
South Africa ..•. 
South Korea .•.. 
Spain .......... 
Venezuela ...••• 
Yugoslavla •.•.. 

Overall l/mltsi 

0.18 percent 
0.23 percent 
0.80 percent 
5. 50 percent 
40,000 tons 
97,500 tons 
0.224 percent 
34,000 tons 
5.80 percent 
0.36 percent 
90,000 tons 
40,000 tons 
105,000 tons 
0.42 percent 
1 . 90 percent 
0. 67 percent 
227, 600 tons 
25,200 tons 

Semlflnlshed 
stee/I 

50,000 tons 
(:I) 
700,000 tons 
800,000 tons 
(:I) 
(:I) 
15,000 tons 
(3) 
100,000 tons 
100,000 tons 
(3) 
(3) 
(:I) 
100, ooo tons 
50,000 tons 
50,000 tons 
60,000 tons 
(3) 

1 Excluding semlflnlshed steel for all countries except 
Austria. 
2 Percentage reflects Imports as a percent of U.S. 
apparent consumption. Tonnage Is In short tons. 
3 No expllclt semlflnlshed steel provisions. 
• Under an agreement reached In September 1986, EC 
exports of semlflnlshed steel will be restricted to 
800, 000 tons during 1986; this Includes a 200, 000 ton 
quota granted to British Steel Corp. under special pro
vision. 

Source: USITC, Monthly Reports on the Status of the 
Steel Industry, January 1987, pp. I-vii. 
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APPENDIX A 

MINISTERIAL DECLARATION ON THE URUGUAY ROUND 



A-2 

MINISTERIAL DECLARATION ON THE 
URUGUAY ROUND 

Ministers, meeting on the occasion of the Special Session of Contract
ing Parties at Punta del Este, have decided to launch Multilateral Trade Ne
gotiations (the Uruguay Round). To this end, they have adopted the follow
ing Declaration. The Multilateral Trade Negotiations (MTN) will be open to 
the participation of countries as indicated in Pans I and II of this Declara
tion. A Trade Negotiations Committee is established to carry out the nego
tiations. The Trade Negotiations Committee shall hold its first meeting not 
later than 31 October 1986. It shall meet as appropriate at Ministerial 
Level. The Multilateral Trade Negotiations will be concluded within four 
years. 

Part I 

NEGOTIATIONS ON TRADE IN GOODS 

The CONTRACTING PARTIES meeting at Ministerial level 

DETERMINED to halt and reverse protectionism and to remove distor
tions to trade 

DETERMINED also to preserve the basic principles and to further the 
objectives of the GA TT 

DETERMINED also to develop a more open, viable and durable multilat
eral trading system 

CONVINCED 
MINDFUL 

that such action would promote growth and development 
of the negative effects of prolonged financial and mone
tary instability in the world economy, the indebtedness of 
a large number of less developed contracting parties and 
considering the linkage between trade, money, finance 
and development 

DECIDE to enter into Multilateral Trade Negotiations on trade in 
goods within the framework and under the aegis of the 
General Agreement on Tariffs and Trade. 

A. OBJECTIVES 

Negotiations shall aim to: 
(i) bring about further liberalization and expansion of world 

trade to the benefit of all countries, especially less-developed 
contracting parties, including the improvement of access to 
markets by the reduction and elimination of tariffs, quantita
tive restrictions and other non-tariff measures and obstacles; 

(ii) strengthen the role of GATT, improve the multilateral trading 
system based on the principles and rules of the GA TT and 
bring about a wider coverage of world trade under agreed, 
effective and enforceable multilateral disciplines; 

(iii) increase the responsiveness of the GA TT system to the evolv
ing international economic environment, through facilitating 
necessary structural adjustment, enhancing the relationship of 
the GA TT with the relevant international organizations and 
taking account of changes in trade patterns and prospects, 
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including the growing importance of trade in high technology 
products, serious difficulties in commodity markets and the 
importance of an improved trading environment providing, 
inter alia, for the ability of indebted countries to meet their 
financial obligations; 

(iv) foster concurrent cooperative action at the national and in
ternational levels to strengthen the inter-relationship between 
trade policies and other economic policies affecting growth 
and development, and to contribute towards continued, ef
fective and determined efforts to improve the functioning of 
the international monetary system and the flow of financial 
and real investment resources to developing countries. 

B. GENERAL PRINCIPLES GOVERNING NEGOTIATIONS 

(i) Negotiations shall be conducted in a transparent manner, and 
consistent with the objectives and commitments agreed in this 
Declaration and with the principles of the General Agree
ment in order to ensure mutual advantage and increased 
benefits to all participants. 

(ii) The launching, the conduct and the implementation of the 
outcome of the negotiations shall be treated as parts of a 
single undertaking. However, agreements reached at an 
early stage may be implemented on a provisional or a defini
tive basis by agreement prior to the formal conclusion of the 
negotiations. Early agreements shall be taken into account in 
assessing the overall balance of the negotiations. 

(iii) Balanced concessions should be sought within broad trading 
areas and subjects to be negotiated in order to avoid unwar
ranted cross-sectoral demands. 

(iv) Contracting Parties agree that the principle of differential and 
more favorable treatment embodied in Part IV and other 
relevant provisions of the General Agreement and in the de
cision of the Contracting Parties of 28 November 1979 on 
Differential and More Favourable Treatment Reciprocity and 
Fuller Participation of Developing Countries applies to the 
negotiations. In the implementation of standstill and roll
back, particular care should be given to avoiding disruptive 
effects on the trade of less-developed contracting parties. 

(v) The developed countries do not expect reciprocity for com
mitments made by them in trade negotiations to reduce or 
remove tariffs and other barriers to the trade of developing 
countries, i.e., the developed countries do not expect the 
developing countries in the course of trade negotiations, to 
make contributions which are inconsistent with their individ· 
ual development, financial and trade needs. Developed Con
tracting Parties shall, therefore, not seek, neither shall less
developed Contracting Parties be required to make, conces
sions that are inconsistent with the latter's development, fi· 
nancial and trade needs. 

(vi) Less-developed contracting parties expect that their capacity 
to make contributions or negotiated concessions or take 
other mutually agreed action under the provisions and proce
dures of the General Agreement would improve with the pro-
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gressive development of their economies and improvement in 
their trade situation and they would accordingly expect to 
participate more fully in the framework of rights and obliga
tions under the General Agreement. 

(vii) Special attention shall be given to the particular situation and 
problems of the least-developed countries and to the need to 
encourage positive measures to facilitate expansion of their 
trading opportunities. Expeditious implementation of the 
relevant provisions of the 1982 Ministerial Declaration con
cerning the least-developed countries shall also be given ap
propriate attention. 

C. STANDSTILL AND ROLLBACK 

Commencing immediately and continuing until the formal completion 
of the negotiations, each participant agrees to apply the following commit
ments:· 

Standstill 

(i) not to take any trade restrictive or distorting measure incon
sistent with the provisions of the General Agreement or the 
instruments negotiated within the framework of GA TI or 
under its auspices; 

(ii) not to take any trade restrictive or distorting measures in the 
legitmate exercise of its GA TI rights, that would go beyond 
that which is necessary to remedy specific situations, as pro
vided for in the General Agreement and the instruments re
ferred to in (i) above; 

(iii) not to take any trade measures in such a manner as to im
prove its negotiating positions. 

Rollbaclc 

(i) that all trade restrictive or distorting measures inconsistent 
with the provisions of the General Agreement or instruments 
negotiated within the framework of GA TI or under its aus
pices, shall be phased out or brought into conformity within 
an agreed timeframe not later than by the date of the formal 
completion of the negotiations, taking into account multilat
eral agreements, undertakings and understandings, including 
strengthened rules and disciplines, reached in pursuance of 
the objective of the negotiations; 

(ii) there shall be progressive implementation of this commitment 
on an equitable basis in consultations among participants 
concerned, including all affected participants. This commit
ment shall take account of the concerns expressed by any 
participant about measures directly affecting its trade inter
ests; 

(iii) there shall be no GA TI concessions requested for the elimi
nation of these measures. 

Surveillance of Standstill and Rollback 

Each participant agrees that the implementation of these commitments 
on standstill and rollback shall be subject to multilateral surveillance so as to 



ensure that these commitments are being met. The Trade Negotiations 
Committee will decide on the appropriate mechanisms to carry out the sur
veillance, including periodic reviews and evaluations. Any participant may 
bring to the attention of the appropriate surveillance mechanism any actions 
or omissions it believes to be relevant to the fulfillment of these commit
ments. These notifications should be addressed to the GA TI secretariat 
which may also provide further relevant information. 

D. SUBJECTS FOR NEGOTIATIONS 

Tariffs 

Negotiations shall aim, by appropriate methods, to reduce or, as ap
propriate, eliminate tariffs including the reduction or elimination of high tar
iffs and tariff escalation. Emphasis shall be given to the expansion of the 
scope of tariff concessions among all participants. 

Non-Tariff ¥easures · 

Negotiations shall aim to reduce or eliminate non-tariff measures, in
cluding quantitative restrictions, without prejudice to any action to be taken 
in fulfillment of the rollback commitments. 

Tropical Products 

Negotiations shall aim at the fullest liberalization of trade in tropical 
products, including in their processed and semi-processed forms and shall 
cover both tariffs and all non-tariff measures affecting trade in these prod
ucts. 

Contracting Parties recognize the imponance of trade in tropical prod
ucts to a large number of less-developed Contracting Parties and agree that 
negotiations in this area shall receive special attention, including the timing 
of the negotiations and the implementation of the results as provided for in 
B(ii). 

Natural Resource-Based Products 

Negotiations shall aim to achieve the fullest liberalization of trade in 
natural resource-based products, including in their processed and semi-proc
essed forms. The negotiations shall aim to reduce or eliminate tariff and 
non-tariff measures, including tariff escalation. 

Textiles and Clothing 

Negotiations in the area of textiles and clothing shall aim to formulate 
modalities that would permit the eventual integration of this sector into 
GA TT on the basis of strengthened GA TT rules and disciplines, thereby also 
contributing to the objective of further liberalization of trade. 

Agriculture 

Contracting Parties agree that there is an urgent need to bring more 
discipline and predictability to world agricultural trade by correcting and pre
venting restrictions and distortions including those related to structural sur
pluses so as to reduce the uncertainty, imbalances and instability in world 
agricultural markets. 

Negotiations shall aim to achieve greater liberalization of trade in agri
culture and bring all measures affecting import access and export competition 
under strengthened and more operationally effective GA TT rules and disci
plines, taking into account the general principles governing the negotiations, 
by: 
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(i) improving market access through, inter alia, the reduction of 
import barriers; 

(ii) improving the competitive environment by increasing disci
pline on the use of all direct and indirect subsidies and other 
measures affecting directly or indirectly agricultural trade, 
including the phased reduction of their negative effects and 
dealing with their causes; 

(iii) minimizing the adverse effects that sanitary and phytosanitary 
regulations and barriers can have on trade in agriculture, tak
ing into account the relevant international agreements. 

In order to achieve the above objectives, the negotiating group having 
primary responsibility for all aspects of agriculture will use the recommenda
tions adopted by the Contracting Parties at their Fortieth Session, which were 
developed in accordance with the GAIT 1982 Ministerial programme and 
take account of the approaches suggested in the work of the Committee on 
Trade in Agriculture without prejudice to other alternatives that might 
achieve the objectives of the negotiations. 

GA Tr Articles 

Participants shall review existing GA TI articles, provisions and disci
plines as requested by interested Contracting Parties, and, as appropriate, 
undertake negotiations. 

Safeguards 

(i) a comprehensive agreement on safeguards is of particular 
importance to the strengthening of the GA 'iT system and to 
progress in the MTN's. 

(ii) The agreement on safeguards: 

shall be based on the basic principles of the General Agree
ment; 

shall contain, inter alia, the following elements: transparency, 
coverage, objective criteria for action including the concept 
of serious injury or threat thereof, temporary nature, degres
sivity and structural adjustment, compensation and retali
ation, notifications, consultation, multilateral surveillance and 
dispute settlement; and 

shall clarify and reinforce the disciplines of the General 
Agreement and should apply to all Contracting Parties. 

MTN Agreements and Arrangements 

Negotiations shall aim to improve, clarify or expand, as appropriate, 
agreements and arrangements negotiated in the Tokyo Round of Multilateral 
Negotiations. 

Subsidies and Countervailing Measures 

Negotiations on subsidies and countervailing measures shall be based 
on a review of Anicles VI and XVI and the MTN agreement on subsidies 
aPti countervailing measures with the objective of improving GA 1T disci
plines relating to all subsidies and counter;ailing measures that affect interna
tional trade. A negotiating group will be established to deal with these is
sues. 



Dispute Stttlement 

In order to ensure prompt and effective resolution of disputes to the 
benefit of all Contracting Parties, negotiations shall aim to improve and 
strengthen the rules and the procedures of the dispute settlement process, 
while recognizing the contribution that would be made by more effective and 
enforceable GATr rules and disciplines. Negotiations shall include the de
velopment of adequate arrangements for overseeing and monitoring of the 
procedures that would facilitate compliance with adopted recommendations. 

Trade Related Aspects of Intellectual Property Rights, 
Including Trade In Counter/ell Goods 

In order to reduce the distortions and impediments to international 
trade, and taking into account the need to promote effective and adequate 
protection of intellectual property rights and to ensure that measures and 
procedures to enforce intellectual property rights do not themselves become 
barriers to legitimate trade, the negotiations shall aim to clarify GA Tr provi
sions and elaborate as appropriate new rules and disciplines. 

Negotiations shall aim to develop a multilateral framework of princi
ples, rules and disciplines dealing with international trade in counterfeit 
goods, takirig into account work already undertaken in GA Tr. 

These negotiations shall be without prejudice to other complementary 
initiatives that may be taken in the World Intellectual Property Organization 
and elsewhere to deal with these matters. 

Trade-Related Investment Measures 

Following an examination of the operation of GA Tr Articles related 
to the trade restrictive and distorting effects of investment measures, negotia
tions should elaborate, as appropriate, further provisions that may be neces
sary to avoid such adverse effects on trade. 

E. FUNCTIONING OF THE GA Tr SYSTEM 

Negotiations shall aim to develop understandings and arrangements: 

(i ) to enhance the surveillance in the GA TI to enable regular 
monitoring of trade policies and practices of contracting parD 
ties and their impact on the functioning of the multilateral 
trading system; 

(ii) to improve the overall effectiveness and decision-making of 
the GATr as an institution, including, inter alia, through 
involvement of Ministers: 

(iii) to increase the contribution of the GA TI to achieving 
greater coherence in global economic policy-making through 
strengthening its relationship with other international organi
zations responsible for monetary and financial matters. 

F. PARTICIPATION 

(a) Negotiations will be open to: 

(1) all Contracting Parties: 

(2) countries having acceded provisionally: 

(3) countries applying the GA Tr on a de facto basis having an
nounced, not later than 30 April 1987, their intention to ac
cede to the GA TI and to participate in the negotiations: 
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( 4) countries that have already informed the Contracting Parties, 
at a regular meeting of the Council of Representatives, of 
their intention to negotiate the terms of their membership as 
a contracting party; and 

(S) developing countries that have, by 30 April 1987, initiated 
procedures for accession to the GATI, with the intention of 
negotiating the terms of their accession during the course of 
the negotiations. 

(b) Participation in negotiations relating to the amendment or applica
tion of GATI provisions or the negotiation of new provisions will, however, 
be open only to contracting parties. 

G. ORGANIZATION OF THE NEGOTIATIONS 

A group of Negotiations on Goods (GNG) is established to carry out 
the programme of negotiations contained in this part of the Declaration. 
The GNG shall, inter alia: 

(i) elaborate and put into effect detailed trade negotiating plans 
prior to 19 December 1986; 

(ii) designate the appropriate mechanism for surveillance of com
mitments to standstill and rollback; 

(iii) establish negotiating groups as required. Because of the in
ter-relationship of some issues and taking fully into account 
the general principles governing the negotiations as stated in 
B(iii) above, it is recognized that aspects of one issue may be 
discussed in more than one negotiating group. Therefore 
each negotiating group should as required take into account 
relevant aspects emerging in other groups; 

(iv) also decide upon inclusion of additional subject matters in 
the negotiations; 

(v) co-ordinate the work of the negotiating groups and supervise 
the progress of the negotiations. As a guideline not more 
than two negotiating groups should meet at the same time; 

(vi) the ONG shall report to the Trade Negotiations Committee. 

In order to ensure effective application of differential and more 
favourable treatment the GNG shall, before the formal completion of the 
negotiations, conduct an evaluation of the results attained therein in terms of 
the Objectives and the General Principles Governing Negotiations as set out 
in the Declaration, taking into account all issues of interest to less-developed 
Contracting Parties. 

PART II 

NEGOTIATIONS ON TRADE IN SERVICES 

Ministers also decided, as part of the Multilateral Trade Negotiations, 
to launch negotiations on trade in services. 

Negotiations in this area shall aim to establish a multilateral framework 
of principles and rules for trade in services, including elaboration of possible 
disciplines for individual sectors, with a view to expansion of such trade un
der conditions of transparency and progressive liberalization and as a means 



of promoting economic growth of all trading partners and the development of 
developing countries. Such framework shall respect the policy objectives of 
national laws and regulations applying to services and shall take into account 
the work of relevant international organizations. 

GA TI procedures and practices shall apply to these negotiations. A 
group on Negotiations on Services is established to deal with these matters. 
Participation in the negotiations under this part of the Declaration will be 
open to the same countries as under Part I. GA TI secretariat support will 
be provided, with technical support from other organizations as decided by 
the Group on Negotiations on Services. 

The Group on Negotiations on Services shall report to the Trade Ne
gotiations Committee. 

IMPLEMENTATION OF RESULTS UNDER PARTS I AND II 

When the results of the Multilateral Trade Negotiations in all areas 
have been established, Ministers meeting also on the occasion of a Special 
Session of Contracting Parties shall decide regarding the international imple
mentation of the respective results. 
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Table B-1 
Countervalllng duty actions reported by algnatorlH to the GATT Committee on SubsldlH and Countervailing Meaaurea, 1986 

Reporting 
country 

Country of 
origin 

Australia . . . . . . . . • • . • Brazil .......••..• 
New Zealand 
New Zealand 
New Zealand •••.• 
New Zealand ••••• 
New Zealand ••••• 

Canada ............. EC ......•..•••.• 
Brazll • .. .. .. .. • .. 
EC ••..••......•• 
EC ••.•.•...•...• 
Spain .......... .. 
United States ••..• 

Chlle . . . . . . . . . . . . . . . . Argentina .•..•.•. 
Brazil .....•..•.•. 
BrazH .......•.•.. 
Brazil ........•.•• 
Brazil •.•.......•. 
China •••..••.•..• 
East Germany •... 
Korea ......•..•• 
Mexico .•...•.... 
Portugal ....... .. 

Initiation 
Product date 

Hand hacksaw blades 11-18-85 
Hand hacksaw blades 3-19-85 
Refrigerators display 12-20-84 
Stalnless steel tubing 8-31-84 
Waterbed heaters 1-10-85 
Frozen peas 1-21-86 
Frozen boneless beef 10-18-85 
Carbon steel seamless pipe 8-13-86 
Boneless beef 10-18-85 
Dry pasta 7-02-86 
Wide Flange steel beams 03-06-86 
Grain corn 7-2-86 
Steel bars, rods (lncludlng wire rod), and 1-15-86 
Steel bars, rods (lncludlng wire rod), and 1-15-86 
Low-density polyethlene 10-10-85 
Low-density polyethlene 10-10-85 
Tubes and pipes of high-density polyethlene 11-29-85 
Polyester/cotton cloth 3-19-86 
Matches 1-15-86 
Polyester/cotton cloth 3-19-86 
Instant dry yeast sheets 12-9-85 
Drawn flat glass 9-20-85 

Source: Compiled from documents of the GA TT Committee on Subsidies and Countervalllng Measures. 

Provisional 
measures Date and final outcome 

6-3-86 
8-9-85 5-19-86 Undertaking 
8-9-85 3-6-86 Undertaking 
8-9-85 
1-2-86 4-14-86 No Injury 

3-27-86 2-26-86 Undertaking 
11-10-86 
3-27-86 7-25-86 Definitive duty 
9-30-86 

8-29-86 Definitive duty 
11-7-86 

1-10-86 no Injury 
3-19-86 no Injury 
3-19-86 no Injury 
3-20-86 no Injury 
4-12-85 no Injury 
6-16-86 no Injury 

5-22-86 Definitive duty 



Table B-2 

Antldumplng action• reported by 1lgnatorlH to the GATT Committee on Antldumplng PractlcH, 1988 

Reporting 
country 

Country of 
origin Product 

Australia ....•.•••••• Argentina • . • • • • • • Cold rolled hoop, strip, sheet and coN Iron and steel 
Austria . • . . . • • • • • • Ring mechanisms loose leaf 
Belglum • • . . • • • • • • Ethylene glycol monobutyl ether 
Belgium • • . . . • • • • • StalnleBB steel flat products 
BrazN • • • • . • • • • • • • Hand hacksaw blades 
BrazU • • • • • • • • • • . • Frozen cone. orange juice 
BrazM • • • • • • • • • • • • Galvanized hoop, strip, sheet and col Iron and steel 
BrazM • • • • • • • • • • • • Passenger car tires 
Brazl . . • • • . • • • • • • Electrlc motors A.C. three phase 
Canada • • • . . • • • • • Steel alloy chains 
Canada •••.•....• Urea 
China • • • • . • • . . • • • Electric motors A.C. three phase 
China • • • • • . • • • • • • Industrial nitrocellulose 
China • • • • • . . • • • • • Levamlsole Hydrochloride 
China • • • • . • • • • • • • Passenger car tires 
China • • . • • • • • . • • • Woven worsted fabrics 
Czechoslovakla • . • • Electric motors A.C. three phase 
Czechoslovakla . • • • Parts of certain electlrc motors 
Czechoslovakia • . . • Passenger car tires 
Denmark . • . • • • • • • Canned ham 
Federal Republlc . • Air circuit breakers 

of Germany. 
Federal Republlc • . 2, 4D and salts and esters 

of Germany. 
Federal Republic Passenger car tires 

of Germany. 
Federal Republic Stainless steel flat products 

of Germany. 
Federal Republic Dental surgery turnlture and dental apparatus 

of Germany. 
Federal Republic Industrial nltrocenulose 

of Germany. 
Federal Republic • • Parts of certain electric motors 

of Germany. 
Federal Republic Steel alloy chains and fittings 

of Germany. 
France • • • • • • . • • • • Air circuit breakers 
France • • • • • . . • . • • Passenger car tires 
Francs • • • • . • • • . • • Replacement spark plugs 
France • • . • . . . • • . • Industrial nltrocellulose 
France • • • • • . . • • • • Pigments flushed 
Flnland........... P.V.C. general purpose homopolymer 
Hong Kong . . . • • • • Celling sweep fans 
Israel • • • • • . . • • • • . Unear alkylbenzene sulphonlc acid 
Italy • • • • . . . . . • • • • Air circuit breakers 

Initiation 
date 

12-22-86 
5-22-86 
1-28-86 
2-17-86 
11-18-85 
9-10-86 
12-22-86 
2-7-86 
2-13-85 
12-10-86 
7-15-86 
3-12-85 
9-29-86 
7-15-86 
2-7-86 
9-16-86 
2-13-85 
10-15-86 
2-7-86 
4-12-85 
7-25-85 

7-22-85 

2-7-86 

2-17-86 

7-10-86 

9-29-86 

10-15-86 

12-10-86 

6-18-85 
2-7-86 
12-12-85 
9-29-86 
9-22-86 
9-3-85 
3-11-86 
2-21-86 
7-25-85 

Provisional 
measures 

4-15-86 

6-3-86 
11-17-86 

7-16-86 
8-22-85 

8-22-86 

7-16-86 

8-22-85 

7-16-86 
12-6-85 

10-24-85 

7-16-86 

11-5-85 
7-16-86 
3-3-86 

10-24-85 
6-25-86 

12-16-85 

Date and final outcome 

12-15-86 No Injury 
9-29-86 No dumping 
6-26-86 No Injury 
8-7-86 Price undertakings 

9-17-86 Other 

3-14-86 Definitive duty 
12-16-85 Other 

3-13-86 No Injury 

6-26-86 No dumping 

9-22-86 Definitive duty 

7-~-86 No Injury 

4-1-86 Definitive duty 

12-12-86 No Injury 
9-22-86 Definitive duty 



T•bl• B-2-Contlnued 

tJ:I Antldumplng •ctlona reported by algn•torlea to the QATT CommlttH on Antldumplng Pr•ctlcea, 1981 
I 
~ 

Reporting Country of Initiation Provisional 
country origin Product date measures Date and final outcome 

Austraffa •....•..•••• Italy ••••••..••••• Electrlc filament lamps 2-11-86 4-17-86 10-10-86 No Injury 
Italy ............. PVC General purpose homopolymer 12-24-84 4-4-85 3-27-86 No dumping 
Italy ............. Steel alloy chains 12-10-86 
Japan •••••. , ••.•. Ar circuit breakers 6-18-85 11-5-85 9-2'.?-87 Definitive duty 
Japan ••••..••.••• Cold-rolled steel sheet and coll and 4-22-85 8-13-85 6-10-86 Price undertakings 

galvanized steel sheat and coU. 
Japan .....••••••• Welded carbon steel pipe and rectangular 6-18-85 12-6-85 12-15-86 No Injury 

hollow sections. 
Japan •••.•.•••••• Dental surgery furniture and dental apparatus 7-10-86 
Korea ••••.•.•.••• Bright steel bars 7-8-85 9-6-85 2-24-86 No dumping 
Korea ••••.•••.••• Linear alkylbenzene sulphonlo acid 2-21-86 12-12-86 No Injury 
Korea ...•••.••.•• Normal butyl alcohol 9-12-85 5-2-86 No Injury 
Korea ............ Stalnless steel flat products 2-17-86 6-26-86 No Injury 
Korea ••.•.••••••• Welded carbon steel pipe 6-18-85 12-6-85 12-15-86 No Injury 
Malaysia ...... ' .. Urea 7-15-86 
Netherlands ...... Propylene oxide-based polyether polyols 2-24-86 7-8-86 No Injury 
Netherlands ...... Hydraullc brake fluld 5-21-86 
New Zealand .••••. Frozen peas 1-21-86 
New Zealand .•..•. Porcelain enameled steel baths 3-14-85 8-9-85 11-28-85 Price undertakings 
New Zealand .••.•. Frozen peas 2-5-86 8-21-86 
New Zealand ••••.. Hand hacksaw blades 3-19-85 8-9-85 5-19-86 Price undertakings 
New Zealand ...••. Waterbed heaters 9-24-85 1-2-86 4-14-86 No Injury ' 
China ..•....•.••. Electric Motors A.C. three phase 2-13-85 8-22-85 
China ..•••....... Passenger car tires 2-7-86 
Phlllpplnes .•.••... Dlammonlum phosphate 11-28-85 5-28-86 No Injury 
Poland ........... Air circuit breakers 7-25-85 12-16-85 No Injury 
Poland ........... Electric motors A.C. three phase 2-13-85 8-22-85 
Poland ........... Parts of certain electric motors 10-15-86 
Qatar .••.•.••••.. Polyethylene low density 8-13-86 
Romania ......... PVC general purpose homopolymer 5-14-86 8-14-86 
Singapore ...••..• Monoethylene glycol 6-13-86 6-13-86 2-10-86 
South Africa .•••.. Bright steel bars 7-8-85 9-6-85 2-24-86 No Injury 
South Africa .••••• Uncoated wood-free paper 5-31-85 8-1-85 1-28-86 Price undertakings 
Spain ............ Passenger car tires 2-7-86 7-16-86 
Spain ............ Stainless steel flat products 2-17-86 6-26-86 No Injury 
Taiwan .....•••••• Bright steel bars 7-8-85 9-6-85 2-24-86 No Injury 
Taiwan •.....•.••• Cold-rolled steel sheet and coll 4-22-85 8-13-85 4-14-86 No Injury 
Taiwan •.•..•••.•• Dlethylene glycol 8-23-85 11-6-85 5-2-86 No Injury 

• Taiwan •.....••..• Castors 8-11-86 
Taiwan ••....•.••• Ethyl acetate 9-29-86 
Taiwan .•...•..••• Dl-octyl phthalate 8-22-84 2-22-85 4-2-86 No dumping 
Taiwan ••...•..••• Parts of certain electrlo motors 10-15-86 11-21-86 Other 
Taiwan ••••..•.••• Linear alkylbenzene sulphonlc acid 2-21-86 12-12 No Injury 
Taiwan •.••.•.•••. Passenger car tires 2-7-86 7-16-86 
Taiwan .•.••••••.• Electric motors A.C. three phase 2-13-85 8-22-85 

IS I 



T•bl• B-2-Contlnu•d 

Antldumplng •ctlon1 reported by 1lgn•torlH to th• GAn CommlttH on Antldumplng Pr.ctlcH, 1181 

Reporting Country of Initiation Provisional 
country origin Product date measures Date and final outcome 

Australia ............ ThaHand ......... Pa11enger car tlrH 2-7-86 7-18-86 
Ta.wkey •• , ••. , •••• Pa11enger car tlrH 2-7-86 7-18-86 
United Kingdom ••• Electric motor1 A.C. ttv"ee phase 2-13-85 8-22-85 
United Kingdom ••• Hydraullc brake fluid 5-21-86 
United Kingdom ••• Pa11enger car tires 2-7-86 7-18-88 
United Kingdom ••• Propylene oxide-based polyether polyols 2-24-86 7-8-86 No Injury 
United Kingdom ••• Stalnle11 steel flat products 2-17-86 6-26-86 No Injury 
U.S.S.R ......... Electric motors A.C. three phase 2-13-85 8-22-85 
United States ••.•• Almonds 2-24-86 6-25-86 No Injury 
United States .•••. Certain nylon polyamlde yam 3-19-86 
United States ••••• Fiim laminate 2-20-85 6-11-85 1-7-86 No Injury 
United States ••••• Propylene oxide-based polyether polyols 2-24-86 7-8-86 
United States .•••• Acetoxy slllcon sealants 10-10-85 6-6-86 No dumping 
United States ••••• Dental surgery furniture and dental apparatus 7-10-86 
United States ••••. Hypodermic needles 10-2-86 
United States ••••• Siiicon sealants (neutral cure) 9-29-86 
United States •.•.. Urea 7-15-86 
Yugoslavia ..•.•••• Linear alkybenzene sulphonlc acid 2-21-86 12-12-86 No Injury 
Yugoslavia ••.•••.• Replacement spark plugs 12-12-85 3-3-86 7-2-86 No Injury 

Canada ............. Argentina ........ Barbed wire 4-1-86 9-17-86 Definitive duty 
Austria ••••..••.•. Alloy tool steel bars, plates, and forgings 11-25-86 
Belgium .......... Artificial graphite electrodes 4-30-86 7-29-86 11-26-86 Definitive duty 
Belgium .......... Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Belgium ....••..•• Twelve guage shotshells 10-2-86 12-24-86 Definitive duty 
Belgium .......... Stainless steel plate 11-25-86 
BrazU ..•..•...•.• TUlage tools 10-29-86 
BrazH ...•..•...•. Synthetic baler twine 9-26-86 
Brazil ••......•.•. Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Brazil .•...•.•..•. Barbed wire 4-1-86 9-17-86 Definitive duty 
BrazU .•...•.•••.. Stalnless steel bars and wire 11-25-86 
Brazil •.••..•..•.. Alloy tool steel bars, plates, and forgings 11-25-86 
China ............ Photo albums with self-adhesive leaves 9-20-85 10-17-85 2-14-86 Definitive duty 
China •...••..•.•. Waterproof rubber footwear 10-17-86 
China ............ Paint brushes 4-16-86 10-2-86 Definitive duty 
Czechoslovakia •... Twelve guage shotshells 3-6-86 8-15-86 Definitive duty 
Czechoslovakia ••.. Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Czechoslovakia •... Waterproof rubber footwear 10-17-86 
France .•..•..••.. Alpine ski poles 3-27-86 7-31-86 Definitive duty 
France ••.•..•••.. Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
France •.•..•.•••. Twelve guage shotshells 10-2-86 12-24-86 Definitive duty 
France .•..•...•.• Stainless steel strip, plate, bars and wire 11-25-86 
Hong Kong ....... Waterproof rubber footwear 10-17-86 
Hungary ....•..•.. Twelve gauge shotshells 3-6-86 8-15-86 Definitive duty 
Italy ............. Twelve gauge shotshella 9-12-85 12-4-85 3-27-86 Definitive duty 

as Italy ....•......•. Alpine ski poles 3-27-86 7-31-86 Definitive duty 
I 
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T1ble B-2-Contlnued 

tJ:I Antldumplng actions reported by signatories to the GATI' Committee on Antldumplng Practices, 1981 
I 

CJ\ 

Reporting Country of / 11ltlatlon Provisional 
country origin Product date measures Date and final outcome 

Canada ...•.••.•.•.• Italy ..••...•••••• Organic pigments 5-29-86 9-30-86 Definitive duty 
Italy ••••••••.•••• Twelve guage shotshells 10-20-86 12-24-86 Definitive duty 
Italy ..••••••..••• Stainless steel plate 11-25-86 
Japan ..•••••••••• Needles and Syringes 11-8-85 1-6-86 No Injury 
Japan ...••••.•••• Artificial graphite electrode 4-30-86 7-29-86 11-26-86 Definitive duty 
Japan, •••••.••.•• ON and gas weU casing 8-20-86 11-18-86 Price undertakings 
Japan .••••••.•••• Microwave ovens 5-20-86 9-26-86 Definitive duty 
Japan .••••••..••• StalnleH steel plate, sheet, bars and wire 11-25-86 
Japan ••.•..••••.. AHoy tool steel bar11, plates and forgings 11-25-86 
Japan ••.•..•••... Porcelain Insulators 11-7-86 
Korea •.••....•.•• Color Televlslons 9-3-85 11-29-85 3-27-86 No Injury 
Korea •••.••..•••. OH and gas well casing 9-20-85 12-17-85 4-17-86 Definitive duty 
Korea ...••••...•. Spandex filament yarn 2-13-86 5-14-86 No dumping 
Korea ...••.•.••.• ABS resin 3-19-86 6-17-86 10-15-86 Definitive duty 
Korea •••..••..•.• Drywau screws 8-1-86 10-23-86 
Korea .••...••••.. Carbon steel welded pipe 7··25-86 
Korea ••.••..•.•.• Vlnyl coated fabric 5-5-86 9-2-86 Definitive duty 
Korea ••.•..•..••. Microwave ovens 2-20-86 9-26-86 Definitive duty 
Korea .•..•...•..• Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Korea •.....••.••• Barbed wire 4-1-86 9-17-86 Definitive duty 
Korea .••....••..• Waterproof rubber footwear 10-17-86 
Korea ••.•.••...•• Photo albums -with self-adhesive leaves 5-6-86 11-19-86 Definitive duty 
Korea .....••...•• Stainless steel bars and wire 11-25-86 
Korea •.... , ••••.. Alloy tool steel bars, plates and forgings 11-25-86 
Malaysia ......... Waterproof rubber footwear 10-17-86 
Netherlands ...... Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Poland ........... Twelve guage shotshells 3-6-86 8-15-86 Definitive duty 
Poland ........... Barbed wire 4-1-86 9-17-86 Definitive duty 
Poland ........... Waterproof rubber footwear 10-17-86 
Portugal .......... Synthetic baler twine 10-6-86 
Republic of Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 

South Africa. 
Republic of Stainless steel plate and sheet 11-25-86 

South Africa. 
Romania . ' ....... Carbon and alloy steel plate 4-21~86 9-30-86 Definitive duty 
Spain ............ Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 
Sweden •.••..•••• Artificial graphite electrodes 4-30-86 7-29-86 11-26-86 Definitive duty 
Sweden .•...•.••• Gasollne powered chain saws 10-24-86 
Sweden .....•..•. Stalnless steel plate 11-25-86 
Sweden •....•.•.• Alloy tool steel bars, plates and forgings 11-25-86 
Taiwan .....•...•• OrywaH screws 12-20-85 3-12-86 
Taiwan .........•• Orywau screws 12-20-85 3-12-86 7-10-86 Definitive duty 
Taiwan ..•••....•• Waterproof rubber footwear 10-17-86 
United Kingdom Twelve gauge shotshells 9-12-85 12-4-85 3-27-86 Definitive duty 
United Kingdom .•• Carbon and alloy steel plate 4-21-86 9-30-86 Definitive duty 



Table B-2-Conllnued 

Anlldumplng acllon1 reported by 1lgnatorles to the GATT Committee on Antldumplng Practlcea, 198& 

Reporting 
country 

Country of 
origin Product 

Canada .....•••.•••• United Kingdom • • . Twelve guage shotshells 
United Kingdom . • • Stainless steel plate 
United Kingdom . • • Alloy tool steel bars, plates, and forgings 
United States • • • • . Potatoes 
United States • • • • . Absorbent clay 
United States • • • • • Artificial graphite electrodes 
United States • • . • • Gasoline po\';ered chain saws 
United States • • • • • Pressure cleaners 
United States • • . . . Tiie backer board 
United States • • • • . Yellow onions 
United States • • . • • Soda ash 
United States • . • • . Plate coils 
United States • . • • . Vehicle washing equipment 
United States • • . • • Porcelain Insulators 
United States • • • • • Soda ash 
United States • • • • • Oil and gas wel casing 
United States . • • . • Needles and syringes 
United States • . • • . Artlflclal graphite electrodes 
United States • • • . • Pressure cleaners 
U.S.S.R . . . • . • • • . Twelve guage shotshells 
West Germany . . • • Gasoline powered chain saws 
West Germany . • . • 011 and gas weM casing 
West Germany . . • . Organic pigments 
West Germany . . • . Carbon and ally steel plate 
West Germany • • • • Stainless steel plate, sheet, strip, bars wire. 
West Germany . . • • Alloy tool steel bars. plates, and forgings 
West Germany . • . • Mold Steel 

EC •••....•.•.••..•. Yugoslavla . • • • • • . . Waterproof rubber footwear 
Austria . . . • . • • • • • . Kraftllner (A) 
BrazH . • • . • • . • • . • • Ferro-slllco-calclum tube and pipe fitting 
Canada • • • • . . • • . . Kraftllner (A) 
Czechoslovakla • . . . Potassium permanganate 
Czechoslovakia • • • . Certain categories of glass 
Czechoslovakia . • • . Potassium permanganate 
Czechoslovakla . . . . Copper sulphate 
Czechoslovakia • . . • Multl-phase electric motors 
Czechoslovakia • . . . Urea 
Finland . • . • . . . • . . • Fiber bulldlng board 
Hungary . • • . . . • . • . Certain categories of glass 
Hungary . . . . . . . . . . Copper sulphate 
Hungary . . . . . . • . . . Artificial corundum 
Hungary . . . . . . • . . . Multl-phase electric motors 
Japan............ Electronlc typewriters (one exporter) 
Japan............ Electronlc typewriters (one exporter) 
Japan • . • . . . • . • . . • Certain electronic scales 

Initiation 
date 

10-2-86 
11-25-86 
11-25-86 
10-18-85 
11-14-86 
4-30-86 
10-24-86 
6-16-86 
10-8-86 
10-14-86 
5-30-86 
10-16-86 
11-27-86 
11-7-86 
12-1-86 
9-20-85 
11-8-85 
4-30-86 
6-16-86 
3-6-86 
10-24-86 
8-20-86 
5-29-86 
4-21-86 
11-25-86 
11-25-86 
11-25-86 
10-17-86 
5-7-86 
9-30-86 
5-7-86 
3-18-86 
8-8-85 

8-9-86 

10-11-86 
1-9-85 
3-14-85 
8-9-86 

10-1-86 
6-19-85 

9-3-83 

Provisional 
measures 

12-20-85 

7-29-86 

12-17-85 

8-5-86 

10-1-86 

10-16-85 

Date and final outcome 

12-24-86 Definitive duty · 

4-18-86 Definitive duty 

11-26-86 Definitive duty 

11-7-86 No Injury 

9-15-86 Definitive duty 

4-17-86 Definitive duty 
1-6-86 No Injury 

8-15-86 Definitive duty 

9-30-86 Definitive duty 
9-30-86 Definitive duty 

2-28-86 Price undertakings 

a-25-86 Price undertakings 
2-28-86 Price undertakings 

9-23-86 Price undertakings 

2-15-86 No dumping 
10-4-86 Price undertakings 
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Table B-2-Conttnued 
Antldumplng actions reported by signatories to the GATT Committee on Antldumplng Practices, 1986 

Reporting 
country 

Country of 
origin Product 

EC .........•....••• Japan • • . . . • • • • . • Housed bearing units 
Japan . . • . • . • . • • • • Photocopiers 
Japan • • . . • • • • . . . • Microwave ovens 
Japan • • • • • • • . . . . • Tube and pipe fittings 
Korea . . . . • . • • • • • . Stainless steel household cooking ware 
Korea . . • . • . . • • • . . Inner tubes and new tyre cases for bicycles 
Korea . • • • • . . • • • • • Microwave ovens 
Norway • • • . • • . . • • Siiicon carbide 
Poland . . • • • • . . . • . Bau bearings and tapered roller bearings 
Poland . . . • • • • . • . . BaU bearings and tapered roller bearings 
Poland . . . • • . • • • • • Copper sulphate 
Poland • • • . . . . • • • . Artificial corundum 
Poland . • . • • . . . . . • Portland cement 
Poland • . • • . • • • . . • Siiicon carbide 
Poland • . . . • • . • • . . Multi-phase elr;ctrlc motors 
Romania • • • . • • • • . Certain categories of glass 
Romania . • • • . • . • . Ball bearings and tapered roller bearings 
Romania • . . . • • • • . Certain acrylic fibers 
Romania . . . . . • • • • Multl-phase electric motors 
Romania . . • • • . . . • Synthetic textile fibres 
Singapore . . . . • . • • Microwave ovens 
Sweden • . • . . . . . • • Fiber building board 
Sweden . . . • . • • . . . Certain clogs 
Sweden • • • • . • • . . . Certain clogs 
Sweden . • . . . . . . • . Kraftllner (R) 
Switzerland . • • . • . • Hardboard 
United States . • . . . Kraftllner (R) 
United States . • • . • Vlnyl acetate monomer 
United States • . . . . Certain chemical fertlllzers 
United States . • • . . Styrene monomer 
Yugoslavia . . . . • . • • Hardboard 
Yugoslavia . • . • . . • • Certain sheets and plates, of Iron or steel 
Yugoslavia . • • . . . . • Certain deep freezers 
Yugoslavia . . • . . . . • Urea 
Yugoslavia . • • • • . . . Multi-phase electric motors 
Yugoslavia . . • . • • . . Portland cement 
Yugoslavia . . • • . . • • Tube and pipe fittings 
Yugoslavia . • • . . . . • Certain categories of glass 
Yugoslavia . . . . . . • . Copper sulphate (R) 
Yugoslavia . . . . . . • • Certain sheets and plates of Iron or steel 
Yugoslavia . . • . • . . . Synthetic textile fibres 

Korea ............... China . . . . . • • • .. .. Dlcumyl peroxide 
Japan . . . . . . • . • • • . Dlcumyl peroxide 
Japan • . . . . • . . . • • • Acetaldehyde 
Taiwan........... Dlcumyl peroxide 

Initiation 
date 

12-18-86 

5-23-85 
5-30-86 
12-18-86 

3-23-85 
9-19-85 
8-9-86 

3-14-85 
3-23-85 

5-24-86 
12-18-86 
1-9-85 
2-19-85 

5-7-86 
2-19-85 
5-7-86 
7-2-86 
8-30-86 
9-12-86 
2-19-85 

10-11-86 
11-8-86 

3-14-85 
11-7-85 
2-19-86 
5-24-86 
5-6-86 
5-6-86 
5-6-86 
5-6-86 

Provisional 
measures 

8-7-86 
8-26-86 

10-10-86 
10-1-86 

10-1-86 

Date and final outcome 

11-8-86 Other 
3-19-86 No Injury 

10-10-86 Price undertakings 
7-23-85 Case withdrawn 
4-18-86 No injury 

9-23-86 
7-25-86 No Injury 

2-28-86 Price undertakings 
4-18-86 No Injury 
9-24-86 Price undertakings 

2-25-86 Price undertakings 
10-10-85 2-7-86 Definitive duty 

Price undertakings 

9-6-86 

11-8-85 

6-12-86 Price undertakings 

6-12-86 Price undertakings 
12-31-86 Price undertakings 
9-11-86 Price undertakings 

7-25-86 No Injury 

2-28-86 Price undertakings 
4-30-86 Definitive duty 

12-18-86 Price undertakings 
12-18-86 Price undertakings 
12-18-86 No Injury 

Source: Complied from documents of the Committee on Antldumplng Practices, General Agreement on Tariffs and Trade. 
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Table B-3 
Leading Items In U.S. domestic exports to Israel In 1984, 1985, and 1988 

(F.a.s. value, In thousands of dollars) 

Schedule B 
Item No. 

694.65 
175.41 
520.33 
676.55 
130.65 
676.28 
685.60 
685.90 
687.60 
685.27 
660.52 
130.40 
130.34 
676.27 
688.40 
678.50 
660.54 
252.78 
682.60 
712.50 
660.10 
818.80 
684.62 
818.90 
521.31 
818.10 
710.10 
708.54 
250.02 
692.29 

Description 

Aircraft, parts •...............•........•...... 
Soybeans, other ............•................. 
Diamonds, over 0.5 carat, cut .............•.•.. 
Parts of office mach, othrtr •.....•.....•....•.. 
Wheat .••.••...•...••.•...................... 
Digital cpu's .•..••....•..............•.••.... 
Radio navigation aids •.•••.•....•..•........... 
Electrlcal switches ...................•.•...... 
Electronic tubes. not TV ....•...•.............. 
Radlotelegraphlcs, other .............•......... 
Parts of piston-type engines ........•........... 
Grain sorghum .••......•..............•....... 
Corn. seed for planting purposes ............•... 
Digital machines .......•...................... 
Electrical articles, n.s.p.f ..•..................• 
Machines, n.s.p.f ......•....•..•.•.........•.. 
Parts of comp-Ignition engines .....•............ 
Unbleached kraft packaging paper .............. . 
Generators ••.....•.....••..•..........•..... 
Instrument for measuring electrical •..........••. 
Steam boilers ..•..•...•...•..............•... 
Shipments valued $10,000 and under ........... . 
Telephone aparatus •..••.•.................... 
General merchandise less than $500 ............ . 
Coal .•.......................•..........•..• 
Re-exports •.•....•.•....••.•................. 
Navlgatlonal Instruments .•..........•..•.•..... 
Binoculars ..•..•.••..••.•.•..•.....•......... 
Chem wood pulp ...................•....•..... 
Chassis, parts .............•................... 

1984 

297,801 
96,892 
17,328 
55,997 
86,212 
57,652 
89,932 

113,984 
36,502 
16,522 
37,810 
73,644 
16,269 
17' 179 
28,458 
28,342 
14,084 
20,931 
21,652 
21,501 
22,084 
15,223 
20,824 
17,988 
12,740 
9,931 
4,052 
6,291 
6,849 

18,411 

1985 1986 

263,012 226,384 
85,897 80,574 
28,320 79,897 
62,569 68,953 
61,586 63,527 
71 ,438 57 ,331 
67,253 56,030 
74.934 42,327 
33,414 39,808 
36,462 39,692 
47,853 38,142 
50,690 33,142 
32.387 31,444 
37, 186 29,644 
23,863 26,285 
20,677 26,181 
19.534 25,420 
15,952 22,675 
10,361 21.147 
18,736 19,261 
16,888 17,693 
14,412 17,165 
24,658 15,868 
19,853 15,866 
19,592 14,713 
9,355 14,523 

11,085 13,883 
19,300 13,717 
12,656 12,072 
26,445 11,876 

Total...................................... 1,283,086 1,236,367 1,175,239 
--------------------------------Tot a I, all Items exported to Israel . . . . . . . . • . . . . 1,927,094 1,808,005 1,751,780 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
Note.-Trade does not Include special category exports. 
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Table B-4 
Leading Items In U.S. Imports for consumption from Israel In 11184, 1985, and 198& 

(Customs value, In thousands of dollars) 

TS USA 
No. 

520.32 

520.33 

694.67 
800.00 
694.41 

740.13 
688.42 
740.14 
676.30 
660.73 
740.70 
660.71 
708.89 
480.50 
709.15 
712.49 
772.51 
684.59 
730.99 
740.15 
709.17 
520.38 
709.63 
684.57 
712.05 
520.11 
676.54 

475.10 
685.70 
692.32 

Description 

Diamonds not over 1 /2 carat, 
cut not sat, suitable for Jewelry. 

Diamonds over 112 carat, cut, not sat 
suitable for Jewelry. 

Parts nae, not of clvll aircraft •....•..•••........ 
U.S. goods returned ..•••......•......•..••... 
Airplanes and parts thereof of clvll 

aircraft and spacecraft. 
Other necklaces and neck ••..••••....••.•..•.•. 
Electric synchros and transducers •...•.•.••...•• 
Jewelry of precious metals . • • . • • • . . . • • . • • • .••• 
Office machines, n.s.p.f ...••.•.•....••..•••••• 
Parts for Internal combustion ..•..•.•••••.•....• 
Chains of precious metals ..•..••.........••.•.. 
Parts for Internal combustion ..••...•..•..•.•••• 
Optical appliances and optical ..•..•.•.....•..•• 
Potassium chloride ...•........••.•.•••..•••.•. 
Electro-surgical apparatus, an ..•.•...•...•..••• 
Electric measuring equipment ........•.•.••...•. 
Pneumatic tires, other ••...•...•.....•.•..•...• 
Telephonic apparatus, other •...•....••...•...•• 
Other ammunitions of war ••••.......••..••...•. 
Jewelry, etc. and parts of •.........••.......•• 
Electro-medical apparatus and ......•.•••....•.• 
Emeralds, cut but not sat ............••••....•. 
X-ray apparatus and parts, other .•...••...•...• 
Telephone switching apparatus .•....•.....•..•.. 
Electrical optical measuring ••••.....••...•...•. 
Natural precious and semiprecious .........•...• 
Parts of automatic data-processing 

machines and units thereof. 
Crude petroleum 25 degrees A.P.I. or more ..... 
Balle, sirens etc ......•••....•..•....•...•.... 
Chassis, bodies, etc, other ...•....•...••.•••.. 

1984 

399,547 

259,524 

24,443 
46,973 
85,345 

45,314 
0 

51,991 
32,025 
8, 195 
4,242 
9,472 
6,225 

38,575 
1,457 
4,789 

16,547 
0 

955 
9,213 

33,766 
19,565 
41,915 

0 
5, 100 
4,925 

0 

0 
9,228 

14, 138 

1985 1986 

448,227 542,689 

340,924 429,017 

34,018 78,993 
53,970 55,023 
34,519 54,799 

51,893 52,874 
40,402 52,574 
45,750 44,090 
54,593 29,820 
13, 183 24,257 
13,739 21,786 
11,548 20,716 
10,524 19,547 
30,920 18,427 
14,245 16,770 
8,812 16,735 

15,464 15,790 
1,470 14,818 
6,438 14,690 

21,629 14,565 
29,537 14,428 
11,461 14,110 
30,368 13,325 
8,710 13,217 
9,390 12,468 
8,529 12,328 

0 12,013 

0 11,900 
9,911 11,772 

11,843 1 'l ,436 
~~~~~~~-~~~~~~~ 

Total........................................ 1,175,468 1,372,016 1,664,979 
~~~~~~~~~~~~~~~~ 

Total, all Items Imported from Israel............. 1,748,684 2,119,862 2,414.609 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Table B-5 
Antldumplng caHI active In U181 flled under authority of tltl• VII of th• Tarlll Act of Ul30 by Flnal Outcome and USITC lnvHtlgatlon No. 

Code uaed for outcome: Affirmative (A) Partial Affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

Date Date 
US/TC or/Qlnal Prell ml nary Final of 
Investigation Product Country petition '1§.t.fl.c.mtaallD.CJ. ri§.t.fl.rmtaatloa final 
No. description of origin I/led Commission /TAI /TA1 Commission actlon2 

Affirmative 
731-TA-244 Natural bristle paint brushes China 2/19/85 A A A A 1/27/86 
731-TA-247 Low-fuming brazing copper wire and rod South Africa 2/19/85 A A A A 1117/86 
731-TA-252 Welded carbon steel pipe and tube Thailand 2/28/85 A A A A 2/21/86 
731-TA-259 Offshore platform jackets Korea 4/18/85 A A A A 5/14/86 
731-TA-260 Offshore platform jackets Japan 4/18/85 A A A A 5/14/86 
731-TA-262 Iron construction castings Brazll 5/13/85 A A A A 4/25/86 
731-TA-263 Iron construction castings Canada 5/13/85 A A A A 4/25/86 
731-TA-264 Iron construction castings Ind la 5/13/85 A A A A 4/25/86 
731-TA-265 Iron construction castings China 5/13/85 A A A A 4/25/86 
731-TA-266 Steel wire nalls China 6/5/85 A A A A 518186 
731-TA-270 64K Dynamic random access Japan 615185 A A A A 616186 

memory (DRAMa) components. 
731-TA-271 Welded carbon steel pipe and tube lndla 7/16/85 A A A A 4129186 
731-TA-273 Welded carbon steel pipe and tube Turkey 7116/85 A A A p 4129186 
731-TA-276 Oii country tubular goods Canada 7122185 A A A A 612186 
731-TA-277 011 country tubular goods Taiwan 7/22/85 A A A A 612186 
731-TA-278 Malleable cast-Iron pipe fittings Brazll 7/31/85 A A A A 5/12/86 
731-TA-279 Malleable cast-Iron pipe fittings Korea 7/31/85 A A A A 5/12/86 
731-TA-280 Malleable cast-Iron pipe fittings Taiwan 7/31/85 A A A A 5/12/86 
731-TA-282 Petroleum wax candles China 9/4/85 A A A A 8/21/86 
731-TA-287 In-shell pistachio nuts Iran 9/26/85 A A A A 718186 
731-TA-296 Welded carbon steel llght-walled Singapore 11/13/85 A A A A 11/3/86 

rectangular pipe and tube. 
731-TA-297 Porcelain-on-steel cookware Mexico 12/4/85 A A A A 11/17/86 
731-TA-298 Porcelain-on-steel cookware China 12/4/85 A A A A 11/17/86 
731-TA-299 Porcelain-on-steel cookware Taiwan 12/4/85 A A A A 11/17/86 
731-TA-308 Butt-weld pipe fittings Brazil 2124186 A A A A 12/8/86 
731-TA-310 Butt-weld pipe fittings Taiwan 2124186 A A A A 12/8/86 
731-TA-311 Brass sheet and strip Braz II 3/10/86 A A A A 12/22/86 
731-TA-312 Brass sheet and strip Canada 3/10/86 A A A A 12/22/86 
731-TA-315 Brass sheet and strip Korea 3/10/86 A A A A 12/22/86 

Negative 
731-TA-211 Welded carbon steel pipe and tube Taiwan 12/18/84 A A A N 1/17/86 
731-TA-236 Hydrogenated castor oll Brazll 12/27/84 A A A N 1/27/86 
731-TA-239 Rock salt Canada 1/28/85 A A A N 1/10/86 
731-TA-248 Ethyl alcohol Braz II 2/25/85 A A A N 3/11/86 
731-TA-254 Heavy-walled rectangular welded Canada 3/25/85 A A A N 2/4/86 

carbon steel pipe and tube. 
731-TA-269 Nylon Impression fabric Japan 6/11/85 A N N 4128186 
731-TA-272 Welded carbon steel llne pipe and tube Taiwan 7/16/85 A A A N 1/29/86 

t:tl See footnotes at end of table. 
I ..... ..... 
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Table B-5-Contlnued 

tr:I Antldumplng cases active In 1986 flied under authority of title VII of the Tariff Act of 1930 by Flnal Outcome and USITC Investigation No. 
I Code used for outcome: Affirmative (A) Partlal Affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) ~ 

tJ 
Date Date 

US/TC original Preliminary Fina/ of 
Investigation Product Country petition cl.atar.cnlaartaa ct.arar.cnlaarlD.a final 
No. description of origin I/led Commission /TA' /TA' Commission actlon2 

Negative 
731-TA-2893 Welded steal wire fabric for Italy 10/24/85 N 1/6/86 

concrete reinforcement. 
731-TA-2903 Welded steal wire fabric for Mexico 10/24/85 N 116/86 

concrete reinforcement. 
731-TA-2913 Welded steel wire fabric for Venezuela 10/24/85 N 1/6/86 

concrete reinforcement. 
731-TA-292 Welded carbon steal standard China 11/13/85 A A A N 8/25/86 

pipe and tube. 
731-TA-293 Welded carbon steel standard 

plpo and tube. 
Phlllpplnes 11113/85 A A A N 11 /3/86 

731-TA-294 Welded carbon steel standard 
pipe and tube. 

Singapore 11/13/85 A A A N 11/3/86 

731-TA-356 Portland hydraulic cement Colombia 10/30/86 N 12/15/86 
731-TA-357 Portland hydrauHc cement France 10/30/86 N 12/15/86 
731-TA-358 Portland hydraulic cement Greece 10/30/86 N 12/15/86 
731-TA-359 Portland hydraulic cement Japan 10/30/86 N 12115/86 
731-TA-360 Portland hydrauUc cement Mexico 10/30/86 N 12/15/86 
731-TA-361 Portland hydraulic cement Korea 10/30/86 N 12/15/86 
731-TA-362 Portland hydraulic cement Spain 10/30/86 N 12/15/86 
731-TA-363 Portland hydraulic cement Venezuela 10/30/86 N 12/15/86 

Suspanded4 
731-TA-288 Erasable programmable read only Japan 9/30/85 A A A A 8/1/86 

memories (EPROM's). 
731-TA-300 256K Dynamic random access memory Japan 12/11185 A A s s 817186 

components (DRAM' s). 

Terminated 
731-TA-237 12-Hydroxystearlc acid Brazu \2/27/84 A A N T 1/3/86 
731-TA-249 011 country tubular goods Austria 2/28/85 A A T T 1/2/86 
731-TA-268 Steel wire nails Yugoslavla 6/5/85 A A T T 1130/86 
731-TA-274 Carbon steel pipe and tube Yugoslavia 7/16/85 p A A T 4/4/86 
731-TA-275 Oii country tubular goods Argentina 7/22/85 A A N T 5/30/86 
731-TA-281 Nonmalieable cast-Iron pipe fittings Taiwan 7/31185 A N T 5/12/86 
731-TA-286 Anhydrous sodium metaslllcate United Kingdom 9/16/85 A A T T 6/25/86 
731-TA-3010 Butt-weld pipe fittings Brazu 1116/86 T 2125/86 
731-TA-3020 Butt-weld pipe fittings Japan 1/16/86 T 2/~5/86 
731-TA-3030 Butt-weld pipe fittings Taiwan 1116/86 T 2125/86 
731-TA-306 Glyoxal West Germany 2/12/86 T 2/25/86 
731-TA-307 Glyoxal Franca 1112/86 T 2125/86 
731-TA-350 Forged steal crankshafts Brazll 10/9/86 T 10/30/86 

See footnotes at and of tabla. 



T•bl• B-5-Contlnued 
Antldumplng caaH •ctlve In 1981 filed under •uthorlty of tltle VII of the Tariff Act of 1830 by Fln•I Outco'!'e and USITC lnvHtlg•tlon No. 

Code used for outcome: Affirmative (A) Partial Affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

Date Date 
US/TC original Preliminary Final ol 
Investigation Product Country petition tm.cacm.ID.atwa det§cmiD.atla.a llnal 
No. description ol origin flied Commission ITA1 ITA1 Commission actlon1 

In ProgrH1 

731-TA-1678 Table wine France 1/27/84 A 
731-TA-1688 Table wine Italy 1/27/84 A 
731-TA-2007 Radial ply tires Korea 7120/84 A 
731-TA-304 Top-of-the-stove stainless steel cookware Korea 1122/86 A A A 
731-TA-305 Top-of-the-stove stalnless steel cookware Taiwan 1/22/86 A A A 
731-TA-309 Butt-weld pipe fittings Japan 2/24/86 A A A 
731-TA-313 Brass sheet and strip France 3/10/86 A A A 
731-TA-314 Brass sheet and strip Italy 3/10/86 A A A 
731-TA-316 Brass sheet and strip Sweden 3/10/86 A A A 
731-TA-317 Brass sheet and strip West Germany 3/10/86 A A A 
731-TA-318 011 country tubular goods Israel 3/12/86 A A 
731-TA-319 Window operators El Salvador 3/19/86 A A A 
731-TA-320 Mirrors Belgium 4/1/86 A A A 
731-TA-321 Mirrors West Germany 4/1/86 A A A 
731-TA-322 Mirrors Italy 4/1/86 A A A 
731-TA-323 Mirrors Japan 4/1/86 A A A 
731-TA-324 Mirrors Portugal 4/1/86 A A A 
731-TA-325 Mirrors United Kingdom 4/1/86 A A A 
731-TA-326 Frozen concentrated orange juice BrazU 5/9/86 A A 
731-TA-327 Fresh cut flowers Canada 5/21/86 A A 
731-TA-328 Fresh cut flowers Chile 5/21/86 A A 
731-TA-329 Fresh cut flowers Colombla 5/21/86 A A 
731-TA-330 Fresh cut flowers Costa Rica 5/21/86 A A 
731-TA-331 Fresh cut flowers Ecuador 5/21/86 A A 
731-TA-332 Fresh cut flowers Kenya 5/21/86 A A 
731-TA-333 Fresh cut flowers Mexico 5/21/86 A A 
731-TA-334 Fresh cut flowers Peru 5/21/86 A A 
731-TA-335 Tubeless steel disk wheels BrazN 5123/86 A A 
731-TA-336 Porcelain-on-steel cookware Spain 6/30/86 A A 
731-TA-337 Paint filters Brazil 7/15/86 A A 
731-TA-338 Urea East Germany 7/16/86 A 
731-TA-339 Urea Romania 7/16/86 A 
731-TA-340 Urea U.S.S.R. 7/16/86 A 
731-TA-341 Tapered roller bearings Hungary 8/25/86 A 
731-TA-342 Tapered roller bearings Italy 8/25/86 A 
731-TA-343 Tapered roller bearings Japan 8/25/86 A 
731-TA-344 Tapered roller bearings China 8/25/86 A 
731-TA-345 Tapered roller bearings Romania 8/25/86 A 
731-TA-346 Tapered roller bearings Yugoslavia 8/25/86 A 

tJ:I See footnotes at end of table. 
I -UJ 
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Table B-5-Contlnued 
Antldumplng case1 active In 1986 flled under authority of tltle VII of the Tariff Act 1.>f 1930 by Flnal Outcome and USITC Investigation No. 

Code used tor outcome: Affirmative (Al Partlal Affirmative (P~ Negative (N) Suspension Agreement (S) Terminated (T) 

US/TC 
Investigation 
No. 

731-TA-347 
731-TA-348 
731-TA-349 
731-TA-351 
731-TA-352 
731-TA-353 
731-TA-354 
731-TA-355 
731-TA-364 
731-TA-365 
731-TA-366 
731-TA-367 
731-TA-368 
731-TA-369 
731-TA-370 
731-TA-371 

Product 
description 

Malleable cast-Iron pipe fittings 
Malleable cast-Iron pipe fittings 
Welded carbon steal pipe and tube 
Forged steel crankshafts 
Forged steel crankshafts 
Forged steel crankshafts 
Stainless steel pipe and tube 
Slllca filament fabric 
Acetylsallcycllc acid 
Industrial phosphoric acid 
Industrial phosphoric acid 
Color picture tubes 
Color picture tubes 
Color picture tubes 
Color picture tubes 
Fabric and expanded neoprene laminate 

Country 
of origin 

Date 
original 
petition 
filed 

In Progress 
Japan 
Thailand 
Taiwan 
West Germany 
Japan 
United Kingdom 
Sweden 
Japan 
Turkey 
Belgium 
Israel 
Canada 
Japan 
Korea 
Singapore 
Taiwan 

8/29/86 
8/29/86 
10/2/86 
10/9/86 
10/9/86 
10/9/86 
10/20/86 
10/27/86 
10/31/86 
11/5/86 
11/5/86• 
11126/86 
11/26/86 
11126/86 
11/26/86 
12/23/86 

' U.S. Department of Commerce, Office of International Trade Administration. 

Pre/Im/nary 
cteterrolnat/on 
Commission IT A 1 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 

1 For cases In which the final action was taken by the IT A, the date shown Is the Federal Register notice date of that decision. 
1 Terminated before prellmlnary finding. Replaced by Investigation Nos. 731-TA-289(A), 731-TA-290(A). and 731-TA-291(A). 

Final 
determination 
IT A' Commission 

Date 
of 
final 
action• 

• Effective August 1986, the Department of Commerce terminated these Investigations through suspension agreements prior to final determinations on the Issue 
of price discrimination after the Government of Japan agreed to unllaterally llmlt Its exports of semiconductor memory devices (DRAM's and EPROM's) to the 
United States. Commerce's action-based on assurances from the Japanese producer that It would adjust Its prices to prevent sales to the United States at 
less than fair value-was taken notwithstanding the completion of proceedings with respect to EPROM's. An antldumplng order on EPROM's wlll not be Issued as 
long as conditions of the Agreement are met. For a discussion of the background and operation of these restraints, see ch. IV of this report. 
e Terminated before prallmlnary finding. Replaced by Investigations Nos. 731-TA-308, 731-TA-309, and 731-TA-310. 
• Remanded by court order for reevaluation effective Dec. 12, 1985. Original petlton flled Jan. 27, 1984. 
7 Remanded by court order for reevaluation effective Dec. 26, 1985. Original petition filed July 20, 1984. 
Source: U.S. International Trade Commission, Office of Economics, Casis Database Information System. 
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Table B-8 
Antldumplng orders and findings In effect as of 
Dec. 31, 1988 

Country and commodity 

Argentina: 

Effective date of 
original action' 

Carbon steel wire rod . . . • . . • . . . . . Nov. 23, 1984. 
Barbed wire . . . • . • . . . • . • • . . . . . • . . Nov. 13, 1983. 
Australia: 
Canned bartlett pears . . . . . . . . . . • • Mar. 23, 1973. 
Austria: 
Railway track equipment ......•... Feb. 17, 1978. 
Belg/um: 
Sugar • . . . . . • . • . . . • . . . . • . . . • . . . • June 13, 1979. 

Brazil: 
Pipe fittings . . • • . . . . • . . . . . . . . . . . • May 21, 1986. 
Construction castings . . • • • . . . . . . . May 9, 1986. 
Canada: 
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. 
Potato 1:,ranules . • . . . . . . • . . • . • . . . Sept. 27, 1972. 
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: 
Sodium nitrate . . • . . . . . . . • . • . • . . . Mar. 25, 1983. 
China: 
Cooking ware • . • . • . • . . . . . . • . • . . • Dec. 2, 1986. 
Candles • . • . . . • • • . • . • . • • • . . • . • . • Aug. 28, 1986. 
Nalls . . . . . • • • . • • . . • . . . . • . . . • . • . • May 21, 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. 
Dominican Republic: 
Portland cement . . . . . • . • . . • . . . • . . May 4. 1963. 
Finland: 
Condenser paper • . . . • . . . . . . . . • • . Sept. 21, 1979. 
Rayon otaple fiber . • . . . . . . . • . . . . • Mar. 21, 1979. 

France: 
Nltrocellulose . . . . . . • • . • . • . . . . . . . Aug. 10, 1983. 
Sorbltol . . . . . . • . . . . . . . . . . . . . . . . . Apr. 9, 1982. 
Anhydrous sodium metalslllcate .... Jan. 7, 1981. 
Sugar . • . • • • . . . . • • • . . . . . . . . . . . • . June 13, 1979. 
Rayon staple fiber . . . . • • . . . . . . . . . Mar. 21, 1979. 
Large power transformers . . . . . . . . June 14. 1972. 
Hong Kong: 
Photo albums . . . . . • . . . . . . . . . . . . . Dec. 16, 1985. 
India: 
Pipes and tubes . .. .. .. .. .. . .. .. . May 12, 1986. 
Construction castings . . . . . . . . . . . . May 9, 1986. 
Iran: 
Pistachio nuts ................... July 17, 1986. 

See footnote at end of table. 

Table B-8-Contlnued 
Antldumplng orders and findings In effect as of 
Dec. 31, 1986 

Country and commodity 

Italy: 
Brass fire protection equipment ... 
Woodwind pads ..•......•....... 
Strontium nitrate .•......•....... 
Spun acrylic yarn .....•.•.•...•. 
Rayon staple fiber •.......••..... 
Pressure sensitive tape ...••..•.. 
Large power transformers .•.•...• 
Clear sheet glass ..•.....•.••... 

Japan: 
64K DRAM'S ....•....•...•..•.. 
Jackets and plies •.............. 
Cellular moblle telephones ,., ..•... 
Calclum hypochlorlte •....•.•.... 
Cell-site transceivers ........... . 
Titanium sponge .........•••.... 
Cyanurlc acid ••..•.........•.•.• 
Dlchlorolsocyanurates •.........• 
Trlchlorolsocyanurlc acid .•....... 
Pagers ..•....••..••.•..•...... 
High-powered amplifiers .....•... 
Large electrlc motors ..•........ 
Portable electrlc typewriters .....• 
Spun acrylic yarn .............. . 
Steel wire strand ..•..•.•.•••.... 
Impression fabric ....•.••....... 
Swimming pools ....•..•...•.•... 
Melamine ..•........•....•...... 
Acrylic sheet •...•.•.....•.•.•.. 
Birch 3-ply doorsklns ..••.•.•.•.. 
Calcium pantothenate •.••..•.... 
Expanded metal •.....•....•••.. 
Polychoroprene rubber ....•..•••• 
Steel wire rope •...••.•.••.••••. 
Synthetic methionine ••••••..•..• 
Roller chain ....•.•.......•••... 
Bicycle speedometers .........•• 
Cadmium ...................... . 
Large power transformers ....... . 
Fish netting •...••.•...•........ 
Ferrite· cores .....•.....•....... 
Television receiving sets .....•... 
Tuners ..•.....•...•...•.•..... 

Mexico: 
Cooking ware •......•..•....•... 
Elemental sulphur •.......•...... 

Netherlands: 
Anlmal glue ....•.......•.•...•. 

New Zealand: 
Brazing copper wire and rod ..... . 

South Africa: 
Brazing copper wire rod ..•.•.•... 

South Korea: 
Pipe fittings •.....•.•.•....•••.. 
Jackets and plies .........•..... 
Photo albums ....•.............. 
Television receiving sets ........ . 
Bicycle tires and tubes .......... . 
Singapore: 

Effective date of 
original action' 

Mar. 1, 1985. 
Sept. 21, 1984. 
June 25, 1981. 
Apr. 8, 1980. 
June 13, 1979. 
Oct. 21, 1977. 
June 14, 1972. 
Dec. 9, 1971. 

June 16, 1986. 
May 21, 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. 
Feb. 18, 1976. · 
Jan. 17, 1974. 
Jan. 16, 1974. 
Dec. 8, 1973. 
Oct. 15, 1973. 
July 23, 1973. 
Apr. l2, 1973. 
Nov. 22, 1972. 
Aug. 4, 1972. 
June 14, 1972. 
June 9, 1972. 
Mar. 13, 1971. 
Mar. 10, 1971. 
Dec. 12, 1970. 

Dec. 2, 1986. 
June 28, 1972. 

Dec. 22, 1977. 

Dec. 4, 1985. 

Jan. 29, 1986. 

May 23, 1986. 
May 21, 1986. 
Dec. 16, 1985. 
Apr. 30, 1984. 
Apr. 13, 1979. 

Rectangular pipes and tubes • • . • . . Nov. 14, 1986. 

See footnote at end of table. 
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Table B-8-Contlnued 
Antldumplng orders and findings In effect as of 
Dec. 31, 1988 

Country and commodity 

Spain: 

Effective date of 
original action• 

Potassium permanganate . . . . . . . . . Jan. 9, 1984. 
Sweden: 
Staples . . . . . • . . . • . . • . . . . • . . . . . . . Dec. 20, 1983. 
Staplers . . . . . . . . . • . . . . . . . • • . . • • . Dec. 20, 1983. 
Animal glue .. .. .. . .. • .. .. . .. .. .. Dec. 22, 1977. 
Stalnlesa steel plate . . . . . . • • . . . . . • June 8, 1973. 
Taiwan: 
Cooking ware . • • . . . . • . . . • . . . . . . . Dec. 2. 1986. 
011 country tubular goods • . . . . . . . . June 18, 1986. 
Pipe fittings . . . . . . . .. .. . . . . .. .. . • May 23, 1986. 
Bicycle tires and tubes .. .. .. .. .. . June 12, 1984. 
Circular pipes and tubes . . • . . . . • . • May 7,. 1984. 
Television receiving sets . . . . . . . . . • Apr. 30, 1984. 
Fireplace mesh panels . . . • . . . . . . . June 7, 1982. 
Carbon steel plate .. .. .. .. .. .. .. . June 13, 1979. 
Polyvlnylchlorlde sheet and film . . . . June 30, 1976. 
Clear sheet glass . . . . . . . • . . . . . . • . Aug. 21. 1971. 
Thal/and: 
Circular welded pipes and tubes . • • Mar. 11 , 1986. 
Trinidad and Tobago: 
Carbon steel wire rods . . . • . . . . • . • Nov. 16, 1983. 
Turkey: 
Pipes and tubes .. .. .. .. . .. .. .. .. May 15, 1986. 
United Kingdom: 
Olamond tips . . . . . .. . . . . • . .. .. . . • Apr. 1 , 1972. 

U.S.S.R: 
Titanium sponge . • . . . . . . . . . • . . • . . Aug. 28. 1968. 

West Germany • • . . . . . . . . • . . . . • . . Nov. 22, 1972. 
Barium carbonate . . . . . . . . . . . . . . • June 25, 1981. 
Sugar • . . . • • . . . . . . . . . • . . . • . . . . . . June 13, 1979. 
Animal glue • . . . . . . • . . . . . • . . . . . . • Dec. 22, 1977. 
Drycleanlng machinery . . . • . . . . . . . Nov. 2, 1972. 

Yugoslav/a: 
Anlmal glue ..................... Dec. 22, 1977. 
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Table B-8-Contlnued 
Antldumplng orders and findings In effect as of 
Dec. 31, 1988 

Country and commodity 

Revocations In 1986 

East Germany: 

Effective date of 
original action' 

Unrefined mountan wax • . . . . . . ... • Sept. 10, 1981. 

France: 
Stainless steel (sheet and strip) . . . June 22, 1983. 
Stainless steel wire rods . . . . • . . . • Aug. 28, 1973. 

Japan: 
Carbon steel plate 
South Korea: 
Carbon steel plate 
West Germany: 
Stainless steel ••........•...•.•. 
Tool steel .•..•....•.••••...•••. 
Suspension agreements In effect 

Canada: 

May 30, 1984. 

Aug. 22, 1984. 

Dec. 23, 1983. 
July 25, 1983. 

Sheet plllng .. . • • .. . . . . . . . . . . . . . Sept. 14, 1982. 
Hungary: 
Axles . . • . . . . . . • . . . . . . . . . • • • . . . . Jan. 4, 1982. 

Japan: 
Erasable programmable read-

only memory chips . . . . . . . • . . . . Aug. 1 , 1986. 
265 K dynamic random access 

memory chips . . . . . • . • . . . • . . . . Aug. 1 , 1986. 
Small motors . • . • . . . . . . . . • • . . . . . Nov. 6, 1980. 

1 The U.S. Department of Commerce completes a 
periodic review of outstanding antldumplng orders and 
suspensions agreements, upon request, to determine If 
the amount of the net margin of underselling has 
changed. If a change has occurred, the Imposed 
antldumplng duties are adjusted accordingly. The 
results of the periodic review must be published 
together with a formal notice of any antldumplng duty 
to be assessed, estimated duty to be deposited, or 
Investigation to be resumed. 
Source: International Trade Administration of the U.S. 
Department of Commerce. 



Table B-7 
Countervalllng duty case1 active In 1981 flied under authority of 1ectlon 303 or tltle VII of the Tariff Act of 1930 by flnal outcome and USITC 
lnve1tlgatlon No. 

Code used for outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

Date Date 
USITC original Preliminary Final of 
Investigation Product Country petition "11.tt:.c.mlllaUaa "11.tt:.cm.lllil.t/Da final 
No. description of origin filed• Commission /TAZ IT A11 Commission actlon3 

Affirmative ,., Carbon steel wire rod Saudi Arabia 7111/85 A A 2/3/86 ,., Rice Thailand 10/21/85 A A 4/10/86 
(•) ln-shel pistachio nuts Iran 10/23/85 A A 3111/86 
(•) Carbon steel wire rod N&w Zealand 10/28/85 A A 317/86 ,., Steel wire New Zealand 4/17/86 A A 9/2/86 ,., Roasted ln-sheU pistachios Iran 7/10/86 A A 10/7/86 
701-TA-248 Offshore platform fackets Korea 4/18/85 A A A A 5114/86 
701-TA-249 Heavy Iron construction castings Brazil 5/15/85 A A A A 4/25/86 
701-TA-253 Welded carbon steel pipe and tube Turkey 7/16/85 A A A A 2/21/86 
701-TA-255 011 country tubular goods Canada 7122/85 A A A A 6/2/86 
701-TA-257 Fresh Atlantic groundflsh Canada 8/5/85 A A A p 5/8/86 
701-TA-265 Porcelain-on-steel cookware Mexico 12/4/85 A A A p 11117/86 
701-TA-269 Brass sheet and strip Brazil 3/10/86 A N A A 12/22/86 

Negative ,., Carbon steel wife rod Singapore 9/5/85 N N 1/27/86 
701-TA-235 Iron ore pellets BrazU 12/20/84 A A A N 7/28/86 
701-TA-239 Ethyl alcohol BrazU 2125185 A A A N 3/11/86 
701-TA-256 OU country tubular goods Taiwan 7122185 A N N S/30/86 
701-TA-26111 Welded steel wire fabric for Italy 10/24/85 N 1/6/86 

concrete reinforcement. 
701-TA-26311 Welded steel wlr-9 fabric for Mexico 10/24/85 N 1/6/86 

concrete reinforcement. 
701-TA-26411 Welded steel wire fabric for Venezuela 10/24/85 N 1/6/86 

concrete reinforcement. 
701-TA-266 Porcelain-on-steel cookware Taiwan 12/4/85 A N N 10/10/86 
701-TA-273 Mirrors Turkey 4/1/86 N 5/16/86 

Suspended 
701-T A-2541 Red raspberries Canada 7/18/85 A A s 1/9/86 

Terminated ,., Steel wire rope South Africa 7/9/82 A T 2/14/86 
(•) Carbon steel wire rod Malaysia 3/31/86 N T 8/14/86 
701-TA-240 Oil country tubular goods Austria 2/28/85 A A T T 1/2/86 
701-TA-251 Welded carbon steel pipe and tube India 7/16/85 A A N T 1115/86 
701-TA-252 Welded carb.:n steel pipe and tube Taiwan 7/16/85 A A N T 1115/86 

In Progress 
(•) Carbon steel wire rod Zimbabwe 3/31/86 A 
("') Miniature carnations Costa Rica 6117186 A 
("') Miniature carnations Ecuador 6/17/86 A 
("') Miniature carnations Colombia 6/17/86 A 

m See footnotes at end of table. 
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Table B-7-Contlnued 
Countervailing duty cHH active In 1111 tlled under authority of section 303 or tltle VII of the Tariff Act of 1930 by flnal outcome and USITC 
lnvHtlgatlon No. 

USITC 
Investigation 
No. 

701-TA-2107 
701-TA-2117 
701-TA-267 
701-TA-268 
701-TA-270 
701-TA-271 
701-TA-272 
701-TA-274 
701-TA-275 
701-TA-276 
701-TA-277 
701-TA-278 
701-TA-279 
701-TA-280 
701-TA-281 
701-TA-282 
701-TA-283 
701-TA-284 
701-TA-285 
701-TA-286 
303-TA-171 

303-TA-18' 

Code used tor outcome: Affirmative (A) Partial affirmative (P) Negative (N) Suspension Agreement (S) Terminated (T) 

Product 
description 

Table wine 
Table wine 
Top-of-the-1tove 1taHess steel cookware 
Top-of-the-stove staHess steel cookware 
Brass sheet and st11> 
OU cowrtry tubular goods 
Window operators 
Softwood mmer 
Fresh cut flowers 
Fresh cut flowers 
Fresh cut flowers 
Fresh cut flowers 
Porcelaln-on-ateel cookware 
Paint titers 
Stainless steel pipe and tube 
Forged steel crankshafts 
Acetylsdcyclc acid 
Blcycle tires and tube• 
Phosphoric acid 
Phosphoric acid 
Fresh cut flowers 
Fresh cut flower• 

Country 
of origin 

Date 
orig Ina/ 
petition 
flled1 

In Progress 
France 1/27/84 
Italy 1/27/84 
Korea 1/21186 
Taiwan 1/21186 
France 3/10/86 
Israel 3/12/86 
El Salvador 3119/86 
Canada 5/19/86 
Canada 5/21/86 
Chlle 5/21/86 
Israel 5/21186 
Netherlands 5/21/86 
Spain 6/30/86 
Braz I 7115/86 
Sweden 9/4/86 
e . .-azl 10/9/86 
Turkey 10/31186 
Korea 10/23/86 
Belgium 1115/86 
Israel 11/5/86 
Kenya 5/21186 
Peru 5/21186 

Pre/Im/nary 
ttetermlna«on 
Commission IT A2 

Fina/ 
detecmlnaUon 
ITA1 Commission 

A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 

A 
A 
A 
A 

N A 
N A 
A A 
A 
A A 
A 
A 
N 
A 
A 
N 

A 

N 
A 

Date 
of 
final 
actlon3 

1 The date of the Federal Register notice annoooclng the Initiation of the Investigation by the Department of Convnerce Is llsted tor cases In which no petition Is 
flied with the Commission. 
1 U.S. Department of Commerce, International Trade Administration. 
• For cases In which the final action wa1 taken by the ITA, the date shown Is the Federal Register notice date of that decision. 
4 Cases Involving Imports from COl.l'ltrle1 not entltled to a material ln.ftl'Y test under U.S. countervaing duty statutes do not come before the Commission and 
therefore have no Convnlsslon case runbera or determinations. 
1 Terminated before prelln*wy finding. Replaced by Investigation Nos. 701-TA-261(A), 701-TA-263(A), and 701-TA-264(A). 
1 The Department of Conmerce effective Jan. 9, 1986, terminated this Investigation ttv'ough a suspension agreement prior to Its final determination on the Issue 
of subsidization. Convnerce's action was based on assurances that the Canadian Government would renounce subsidy benefits. For a discussion of the 
operation of this arrangement, see ch. IV of this report. 
7 Remanded by court order for reevaluation effective Dec. 12, 1985. Original petition fled Jan. 27, 1984. 
• The Commission does not 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 leglslatlve basis for these determinations Is contained In certain provisions under sec. 303 ( 19 U.S. C. 1303) . 
Scuce: U.S. International Trade Commsslon, Office of Economics, Casis Database Information System. 

Note.-The International Trade Convnlsslon conducts preUmlnary and final Investigations under sec. 701 If the Imports originate In a country that has signed the 
lntematlonal Subsidies Code or undertaken comparable obllgatlons. Slr!,'lllarly, It conducts prellmlnary and final Investigations under sec. 303 If the Imports enter 
the United States free of duty and the International obUgatlons of the United States so require. Most of the major free-world trading nations have signed the 
Code. With respect to dutlable Imports from those countries which have neither signed the Code or undertaken substantlaHy equivalent obllgatlons, countervallng 
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 
U.S. lntematlonal Trade Convnlsslon. Exceptions are granted In Instances In which th& exporting country becomes a signatory to the Code or an equlvalent 
agreement, during the pendency of the Investigation. 



T1ble B-8 
Counterv1lllng orders and findings In effect as of 
Dec. 31, 1986 

Effective date of 
Country and commodity original action' 

Argentina: 
Textiles and apparel • • . . • • . • . . • . . Mar. 12, 1985. 
Oil country tubular goods . . . • . • . . • Nov. 22. 1984. 
c·old-rolled steel sheet . • . • • . • . . . . Apr. 26, 1984. 
Footwear ....................... Jan. 17, 1979. 
Wool .•••.•..••..•..•.••..•..•.. Apr.4, 1983. 
Leather wearing apparel • . • . • • . • . • Mar. 17, 1983. 
Woolen garments ••...•••..••.••. Nov. 16, 1978. 
Brazil: 
Castings • • • • • . • • • • • • • • • • • . • • . • • May 15, 1986. 
Agricultural tillage tools • • • . . . • . • • . Oct. 22, 1985. 
Pig Iron • . . • . • • . . • • . . • . • • . • . . • • . Apr.4, 1980. 
Cotton yarn ..................... Mar. 15, 1977. 
Scissors and shears • .. • .. .. .. .. • Feb. 11, 1977. 
Certain castor oil products • . • • • . • • Mar. 16, 1976. 
Canada: 
Oil country tubular goods • • • • . • • . • June 16, 1986. 
Groundflsh . . • • . • . . • . . • • • • • • • • . • • May 15, 1986. 
Live swine . . • • . • • . • • . • • • . . • • • . • • Aug. 15, 1985. 
European Community: 
Sugar2 • • • . • • • . • • . • • • • • • • • . • • . • • July 31, 1978. 
France: 
Nitrocellulose . • • . • • . • • . • • . • • . • • • 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: 
Fresh cut roses ••••.••••••.•••• , Sept. 4, 1980. 
Italy: 
Forged under-carriages . • • • • • • • • • Jan.4. 1984. 

M11xlco: 
Porcelain cooking ware • • • • • • • • • . • Dec. 12. 1986. 
TextRe mRI products . • • . • • . • • . • • • Mar. 18, 1985. 
Auto glass . • • . • • • . • • • . . • • . • • . • • . Jan. 14, 1985. 
Ume ......•...................• Sept.11, 1984. 
BN"s, rebars, and shapes . • • • • . • • • Aug. 17. 1984. 
Bricks • • • • • • • • • • • • . • • • • • • • • • • • . • May. 8, 1984. 
Portland hydraulic cement and 

cement clinker • • . • . • • • . • • • • • • . Sept. 21, 1983. 
Carbon black .. • • .. .. .. .. .. • .. .. • June 20, 1983. 
Iron-metal castings ••••• , • • • . • . • • Mar.2, 1983. 
Toy baHoons and playballs .. .. .. .. Dec. 27, 1982. 
Utharge, red lead, and lead 

stabHlzers • • • • • . • • . . . . • • • . • • . . • Dec. 6, 1982. 
Ceramic tlle • • • • • • • . • • . • • • . • • . . • May 10, 1981. 
Leather wearing apparel . . • • • • . • . • Apr. 10, 1981. 

New Zealand: 
Carbon steel wire rod .. .. .. .. • .. • Apr. 7, 1986. 
Lamb meat ..................... Sept. 17, 1985. 
Copper rod and wire • • • . . • • • • . • . • Aug. 5, 1985. 

Pakistan: 
Cotton shop towels • . . . . . . . • . • . • • Mar.9, 1984. 
Peru: 
Rebars ......................... Nov. 27, 1985. 
Textiles and apparel • • . • . • • . • . • . . Mar. 12, 1985. 
Cotton sheeting and sateen • . • • • . • Feb.1, 1983. 
Cotton yam..................... Feb.1, 1983. 

See footnote at end of table. 

Table B-8-Contlnued 

Countervailing orders and findings In effect as of 
Dec. 31, 1986 

Effective date of 
Country and commodity original action' 

Philippines: 
Canned tuna . . . • . . . . • . . . . . . • . . . Oct. 30, 1983. 

Saudi Arabia: 
Carbon steel wire rod............ Feb.3, 1986. 

South Africa: 
Ferrochrome .. .. .. .. .. .. .. .. .. . Mar. 11 , 1981. 

South Korea: 
Offshore platforms • . • . . • . . • • . . . . May 21, 1986. 
Bicycle tires and tubes........... Oct.6, 1983. 

Spain: 
Carbon steel wire rod............ Dec. 10, 1984. 
Stainless steel wire rod • • . . • . • . . . Jan.3, 1983. 

Sri Lanka: 
Textiles and apparel . . • • . • • . . . • • . Mar. 12. 1985. 

Sweden: 
Certain carbon steel . • . • . . • • . • . . . Oct. 11 , 1985. 
Viscose rayon staple fiber . • • • . . • . May 15, 1979. 

Thailand: 
Rice........................... Apr. 10, 1986. 
Pipes and tubes • . • • • . • • . • • • . . • . Aug. 14. 1985. 
Certain apparel . • . . • • . • . . • . • • . . • Mar 12, 1985. 

Trinidad and Tobago: 
Carbon steel wire rod............ Jan.4, 1984. 

Turkey: 
Pipe and tube .. .. .. • .. .. .. .. .. . Apr.7, 1986. 

United Kingdom: 
Stainless steel plate . . • . • . . • • • . • . June 23, 1983. 

Uruguay: 
Leather wearing apparel 

Revocations In 1988 

Austria: 
Certain carbon steel products 

Mexico: 
Certain steel bars and shapes 

South Africa: 
Carbon steel wire rope (termination 

July 17, 1982. 

Oct. 10, 1985. 

Aug. 16, 1984. 

of suspension agreement) • . • . • . • . Feb.1, 1982. 

United Kingdom: 
Stainless steel plate . • • . . • • . • . . • . June 23, 1983. 

Yugoslav/a: 
Welded carbon steel pipes and tubes Dec. 31, 1985. 

Su1penalon agreements In effect 

Argentina: 
Carbon steel wire rod . • . . . • . . . . . . Sept. 27, 1982. 

Brazil: 
Tool steel productft . . . . . . . . . . . . . . Mar. 21, 1983. 
Orange Julee . . • . . • • . . . . . . . . . . . . Mar. 4, 1983. 
Stainless steel products . . . . . • . . . . Feb.2, 1983. 

Canada: 
Red raspberrlea................. Jan.9, 1986. 

See footnote at end of table. 
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Table IS-I-Continued 
Countervailing order• and finding• In effect •• of 
Dec. 31, 1988 

Country and commodity 

Su1pen1lon agreements In 
effect-Continued 

Columbia: 

Effective date of 
original action' 

Textiles and apparel . . . • • . • • . . . • . Mar. 12, 1985. 
Cut flowers • • . • . . • . . . . . • • . • . • • . . Jan. 12, 1983. 
Leather wearing apparel • • . . • • . . . . Apr .2, 1981. 
Costa Rica: 
Cement • • • • • . • • • • • • . . • • • • • . • . • • Dec.4, 1984. 
European Community: 
Sodium gluconatel • . . . . • • . • . • . . • Nov. 30, 1981. 
Mexico: 
Float Q1a11 . • • . • • • • • . • • • . • • . • . . • Feb •. 28, 1984. 
Polypropylene yarn............... Feb.7, 1983. 
Polypropylene film • . . . . • . . . • • . . . • Dec. 7, 1982. 
Pectin.......................... Dec.7, 1982. 
Peru: 
Shop towels .. . . • . • . • • . • . .. • • . • • Sept. 12, 1984. 
Singapore: 
Compressors ................... Nov.7, 1983. 
Thailand: 
Textiles .......•••....••.....•.• Mar. 12, 1985. 
Float gla11 . . . . . • • • . . . . • • • . . • • • • Feb. 28, 1984. 
Polypropylene yarn............... Feb.7, 1983. 
Polypropylene film • . . • . . • . • • . • • • • Dec.7, 1982. 
Pectin.......................... Oec.7, 1982. 
1 Th• U.S. Department of Commerce conducts a 
periodic review of outstanding countervalllng duty 
ordert and suspension• agreements, upon request, to 
determine If the amount of the net subsidy ha• 
changed. If a change ha1 occW"red, the Imposed CVD 
are adjusted accorcllnQly. 
1 Includes Belgium, Denmark, France, Ireland, Italy, 
the United Kingdom, Weit Germany, Luxembourg, the 
Netherland•, and Greece. 
Source: lntematlonal Trade Administration of the U.S. 
Department of Commerce. 
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Table B-1 
Section 337 Investigations completed by th• U.S. lnternatlonal Trade Comml11lon during 198& and those pending on Dec. 31, 1988 

Status of 
Investigation 

Completed 
337-TA-201 
337-TA-215 
337-TA-224 
337-TA-225 

337-TA-226 

337-TA-227 
337-TA-228 
337-TA-229 
337-TA-230 
337-TA-231 

337-TA-232 

337-TA-233 

337-TA-234 

337-TA-235 

337-TA-236 

337-TA-238 

337-TA-239 

337-TA-240 

337-TA-246 

337-TA-249 

Pending 
337-TA-110 
337-TA-143 

337-TA-183 

337-TA-196 

337-TA-243 

Article 

Products with Gremlin character depictions .•••••.•••.••.••••.• 
Double-sided floppy dsk drives and components thereof •••.•••• 
Cellulose acetate hoRow fiber artificial kidneys ••.•.••••.••••.•.• 
Multi-level touch control lghtlng switches ••••••.••••...•.••.••• 

Mass spectmmeters and components thereof •••••.••...••.•.• 

One piece cold-forged blcycle crank ......................... . 
Fans with brushless DC motors ............................. . 
Nut jewelry and parts thereof •.••••••.••••••••.•••••••••••.•. 
Unitary electromagnetlc flowmeters with sealed coffs ••••••.•••• 
Soft sculpture dolls, popularly known as 

•cabbage Patch Kids,• related Uterature 
and packaging therefor. 

Glass flrescreens for flreplaces ............................. . 

Country affected 

Taiwan .••••••.•.•..••••.•• 
Japan .••.•..•.•..•..•..••. 
Japan ••••••.••••.••.••••.• 
Hong Kong, Taiwan, 

and Canada. 
France and England ...•••..• 

Japan ••••.•..••...•.•••• •• 
Japan •.••.•••••••.••.••••• 
Phlllpplnes and Taiwan •.••.•• 
Federal Republlc of Germany • 
None named ............. .. 

Canada ..••.••••.•••••••.• 

Pharmaceutical closures . • • • • • • . • . • • . • . • • . • • • • . • • • • . • • • . • • • • Federal Republic of Germany 
and Denmark. 

Upper body protector apparatus for use In motorsports • • • • • • . . . Italy •...••..•.•..•.•...•.. 

Human-powered vehlcles with combination Taiwan .•..•.••....••••..•. 
steering, braking, and propulslon means .• 

Portable bag sewing machines and parts thereof • • • • . . . . • • . • • . • Japan .................... . 

Vacuum cleaner foot switches . • • • • • • • • • • . • . • . . . • . • • • • • . • • • • . Japan ...•••.......•....... 

Non-contact laser precision dimensional 
measuring devices and components thereof 

Laser-Inscribed diamonds and the method of 
Inscription thereof. 

Xenon lamp dissolver slide projectors and 
components thereof. 

Aircraft carbon disc brakes and replacement 
carbon discs. 

Japan •.•..•.......•••..•.. 

None named •.••..•.••••.•. 

Japan ................... .. 

England .•••••.••.•••.•.•.• 

Commission determination or other final 
action 

No violation. 
No vlolatlon. 
No violation. 
General exclusion order. 

Termination on the basis of a consent 
order. 

Nonlnfrlngement. 
No violation. 
General exclusion order. 
No vlolatlon. 
General excluslon order. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a settlement 
agreement. 

Terminated on the basis of a consent 
order. 

Termination on the basis of a settlement 
agreement and llcense agreement. 

Termination on the basis of a settlement 
agreement and license agreement. 

Certain methods for extruding plastic tubing .•••.•..••.•.••.••. 
Certain amorphous metal aUoys and 

Taiwan •••..•••••.•..••.... -

amorphous metal artlcles. 
Certain lndomethacln .••.•..•.•...••.•.•..•.•...••••.•.••••• 

Certain apparatus for lnstaDlng electrical 
llnes and components thereof. 

Japan and the Federal 
Republlc of Germany 

Canada, Italy, 
Poland, and Spain. 

Canada ................... -

Certain luggage products • • . • • . . • • . • • . . . • . • • . • . • . • . • • . • • • • • • Taiwan and the Republlc 
of Korea. 
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Table B-9-Contlnued 
Section 337 lnvestlgatloni completed by the U.S. lnternatlonal Trade Commission during 1988 and those pending on Dec. 31, 1986 

Status of 
Investigation 

Pending 
337-TA-244 
337-TA-247 

337-TA-248 

337-TA-253 
337-TA-254 
337-TA-255 

337-TA-256 
337-TA-257 
337-TA-258 
337-TA-259 
337-TA-260 

Article 

Insulated security chests .•••...••.•...•••••••.•••••••••..••. 
Sickle guards ••...•• , ••..•.••.....•..•••••••••••••••••••••. 

Plastic fasteners and processes for the 
manufacture thereof. 

Electrlcally resistive monocomponent toner ..•..••••••••••••••• 
Small aluminum flashlights and components ••..••••.••••••••• ~ • 
Garment hangers ••••••••••••••••••.•••••••.••••••••••••••• 

Cryogenic ultramlcrotome apparatus and components thereof .•• 
Electronic waM stud finders •..••••••.•••.••••••••.••••••...•. 
Moldable/Extrudable polyethersteramlde copolymers ••••••.•.... 
Certain battery-powered smoke detectors •..••••••••••••..••• 
Feathered fUr coats and pelts, and process 

for the manufacture thereof. 

Country affected 
Commission determination or other final 
action 

Taiwan ••••••••••••••.....• -
England and the Federal 

Republic of Germany. 
RepubUc of Korea . . • • • .. • . • • -

Japan .••••••.•...•••..•••• -
Taiwan and Hong Kong ...••• -
Hong Kong, Taiwan, 

and Brazil. 
Austria and England • • • . • • • • • -
Hong Kong ................ -
Federal RepubHc of Germany . -
Hong Kong and Canada . • • • • -
Republic of Korea, 
Hong Kong, Greece, and the 

Peoples Republic of China 



Table B-10 
uutstandlna section 337 exctuslon orders as of Dec. 31. 1986 

Investigation 
No. Article 

337-T A-2 .... Certain convertible games tables and components thereof .••••••.•.•• 
337-TA-24 •.. Certain exercising devices ........................ , .............. . 
337-TA-30 .•• Certain display devices for photographs and the Hke ••.•• , •.••••..•.•• 
337-TA-39 ... Certain luggage products ................. , ...................... . 
337-TA-42 ..• Certain electric slow cookers •••..•.•••.••• , •••.•• , •.•.•••••.••• , •• 
337-T A-44 ..• Certain roller units ..••.••.•••••.•..••..•••.•••.•••••••.•••...• , •• 
337-TA-47 ..• Certain flexible foam sandals ................. : ................... . 
337-TA-55 ... Certain novelty glasses •..•••.•••.••••••••••••••.••••.••.•... , •..• 
337-TA-56 ... Certain thermometer sheath packages •.•.••.•••••••.••••.••.••.... 

337-TA-59 ..• Certain pump top Insulated containers • , •• , ........................ . 
337-T A-62 .•. Certain rotary scraping tools •••.•.••.•.• , •••••••••.••• , ••••.•••••• 
337-T A-69 ••• Certain airtight cast-Iron stoves .............................. , ..•. 
337-TA-74 ..• Certain rotatable photograph and card 

display units and components thereof. 
337-TA-75 ... Certain video matrix display systems .............................. . 
337-T A-82A .• Certain headboxes and papermaklng machine-forming sections for 

the continuous production of paper, and components thereof. 
337-T A-83 ..• Certain adjustable window shades and components thereof •••.••••..•• 
337-TA-87 ... Certain coin-operated audio-visual games and components thereof 
337-TA-88 ..• Certain spring assemblies and components 

thereof, methods of their manufacture. 
337-T A-105 . . Certain coin-operated audio-visual games and components thereof 
337-TA-110 .• Certain cethods for extruding piastre tubing •• , .••••••••••.••.•.••.•• 
337-TA-112 •. Certain cube puzzles .•...•••.••.•••..•••••••.••••• ,, ••••• , •••.•••• 

337-T A-114 .. Certain miniature plug-In blade fuses .............................. . 

337-T A-118 .. Certain sneakers with fabric uppers and rubber soles .•.••. , •••••••••• 
337-TA-120 •. Certain slllca-coated lead chromate pigments •.•..•.••... , ••••••..•. 
337-T A-137 .• Certain Heavy-Duty staple gun tackers ............................ . 
337-T A-139 . • Certain caulking guns ••....•••...•.•.•••••.•.••••••••• , •.•••.•••• 
337-T A-140 .. Certain personal computers and components thereof ••..•.•.•....••.• 

337-TA-143 .. Certain amorphous metal alloys and amorphous metal articles ...••••.. 

337-TA-146 .. Certain canape makers ••..••.•.••••.•..•.••.•.••.•• , ..•••..•.•.. 
337-TA-152 .. Certain plastic food storage containers ..•...•••.•••••••••••••••.•.• 
337-TA-161 .• Certain trolly wheel assemblies , ............................. , .... . 

See footnotes at end of table. 

Country 
U.S. patent 
No. 

Date patent 
expires 

Taiwan •••••..•..•••••• 3, 711,009 ...•••.••••..• Jan. 16, 1990 
Hong Kong and Taiwan •• 3,743,280 ••••••..•.••.. July 3, 1990 
Hong Kong and Japan .•• 3,774,332 •••••.••••..•. Nov. 27, 1990 
Taiwan and Korea ...... 242, 181' ............... Nov. 27, 1990 
Japan and Hong Kong ••• 3,881,090 .••••••..•.... Apr. 29, 1992 
Japan ••••.•••.••.•..•. 4,024,600 .••••.•.••.•.. May 24, 1994 
Taiwan •••..••.•••• , ••• 3,979,596 •.••...•.••.•. Sept. 7, 1993 
Hong Kong • . • • . • • . • • • • Nonpatent . • • . • • • . . • . . . -
Sweden ............... 3,552,558 .............. Jan. 5, 1988 

3,847,280 .............. Jan. 5, 1988 
Korea and Taiwan .••.•• 4, 113, 147 .............. Sept. 12, 1995 
Taiwan ••••••••.•.•••.• 3,958,294 ••.•••.•...•.• May 23, 1993 
Taiwan and Korea •.•••. Nonpatent •.••.••.••.•• -
Hong Kong ............ 3,791,059 .............. Feb. 12, 1991 

Switzerland ............ 3,495,762 .............. July 20, 1988 
Sweden •••••.•.••••..• 28,2692 •••••••••••••••• Dec. 19, 1991 

Taiwan ................ 4,006,770 .............. Feb. 7, 1994 
Japan • • . . • • • • • • • . . . . • • Nonpatent • • • • • • . • • . • • . -
Canada ............... 3,782,708 .............. Jan. 19, 1991 

3,866,287 .............. Feb. 19, 1992 
Japan and Taiwan • . • • . • Nonpatent • • • . . . . . • . . . . -
Taiwan •••••••.•..••.•• 28,9592 •••••••••••••••• Dec. 2, 1987 
Taiwan, Japan Nonpatent •.••••.••.••. -

and Canada. 
Taiwan •.••..•.•..••..• 3,903, 767 ••.•...•..•.•• Sept. 30, 1992 

4.040, 175 .............. Aug. 9, 1994 
4,056,884 .............. Nov. 8, 1994 
4, 131,869 .............. Dec. 26, 1995 

Republic of Korea . • . • • • . Nonpatent ............. -
Japan ••••.••.•••.••••• 3,639, 133 .••..••••...•• Feb. 1, 1989 
Taiwan •••••••....••.•• Nonpatent •••.•..•.•... -
Taiwan and Hong Kong .• 4,081, 112 ••.•..•...••.• Mar. 28, 1995 
Taiwan, Hong Kong, 4, 136,359 •••••.•••...•. Jan. 23, 1996 

Singapore, and 4,278,972 •••••...•..... July 17, 1998 
Switzerland 

Japan and 4,221,257 •.•..••..•.... Sept. 9, 1997 
West Germany. 

Taiwan ••••..•.•..••••. 268,3181 ••••••••••••••• Mar. 28, 1995 
Hong Kong and Taiwan .. Nonpatent ...••.•..•..• -
Republic of Korea ....... 4, 109,343 .............. Aug. 29, 1995 

\10 



T•ble B-10-Contlnued 
Outstanding section 337 exclu1lon orders H of Dec. 31, 1111 

Investigation 
No. Article 

337-TA-167 
337-TA-169 

337-TA-170 

• • Certain single handle faucets •••••••••••••••••••••••••••••••••••••• 
. • Certain processes for the manufacture of 

skinless sausage casings and reawtlng products. 
• • Certain bag closure cllp1 ••••••••••••••••••••••••••••••••• , ••••••• 

337-TA-171 •• Certain glass tempering systems ................................. . 
337-T A-17 4 • • Certain woodworking machines •••••••••••••••••••••••••••••••••••• 

337-T A-178 . • Certain fC'1am blocks ••••••••••••••••••••••••••••••••••••••••••••• 
337-TA-184 .• Certain ~oam earplugs ••••••••••••••••••••••••••••••••••••••••••• 

337-TA-195 
337-TA-196 

337-TA-197 
337-TA-225 

• . Certain clolsome Jewelry ••••••••••••••••••••••••••••••••••••••••• 
• • Certain apparatus for lnstalng electrlcal 

llnes and components therefor. 
• • Certain compound action metal cutting snips and components thereof •• 
• . Certain multi-level touch-control lghtlng switches •••••••••••••••••••• 

337-TA-229 .. Certain nut Jewelry and parts thereof ............................. .. 
337-TA-231 •• Certain soft sculptll'e doh, popularly known as "Cabbage 

Patch Kids", related llteratll'e and packaging therefor. 

1 Design patent. 
•Reissued. 
Source: U.S. lntematlonal Trade Convnlsslon, Office of the General COW11el. 

Country 
U.S. patent 
No. 

Date patent 
expires 

Taiwan • • • • • • • • • • • • • • • • Nonpatent ••••••••••••• -
Spain • • • • • • • • • • • • • • • • • Nonpatent • • • • • • • • • • • • • -

Israel ••••••••••••••••• 4,356,600 •••••••••••••• Nov. 2, 1999 
4,394,791 .............. July 26, 2000 

Finland ................ 3,994,711 .............. Nov. 30, 1993 
Tatwan and South Africa. 3,754,496 •••••••••••••• Aug. 211, 1990 

4, 174, 100 .............. Nov. 13, 1996 
4,436, 126 .............. Mar. 13, 2001 

Hong Kong ............ 3,518,786 .............. July 7, 1987 
Germany, Sweden, ••••• 29,4871 •••••••••••••••• May 21, 1991 

and Japan. 
Taiwan •••••••••••••••• Nonpatent ••••••••••••• -
Canada • • • • • • • • • • • • • • • 3,611,549 •••••••••••••• Oct. 12, 1988 

3,6!)7, 188 .............. Oct. 10, 1989 
Tatwan • • • • • . • • • . • • • • • • Nonpatent ••••••••••••• -
Hong Kong, Taiwan, and 3,715,623 •••••••••••••• Feb. 8, 1990 

Canada. 
Phlllpplnes and Taiwan • • • Nonpatent 
None named • • • • • • • • • • • Nonpatent 

l 1 \ 



Table B-11 
U.S. Import• for conaumptlon1 of leadlng GSP-ellglble ltema, by deacendlng value of GSP duty-frH lmporta, 1111 

Mandatoty 
G.s.e.-atilllb.w au~ tcu ua.dfll case and 

Share Share discretionary 
TSUS TotalU.S. of total of total Leading competitive-
Item Imports for U.S. el lg Ible GSP need 

Rank No. Description consumption Value Imports Value Imports source exclusions 

1,000 t,000 1,000 t,000 
dollars dollars Percent dollars Percent dollars 

1 676.15 AccOLlltlng, computhg, and other $1,910,001 $641,479 33.6 $326,445 50.9 Republc of $228,073 
data processing machklel. Korea. 

2 724.45 Magnetic recording mecla ••••••••••••• 1,374,139 382,360 27.8 289,162 75.6 Hong Kong 60,035 
3 155.20 Sugar, syrup, and molasses ••••••••••• 624,275 569,889 91.3 241,528 42.4 Moxlco 264,965 
4 727.35 Furniture, wood, n.s.p.f •••••••••••••• 1,359,337 615,203 45.3 204,335 33.2 Yugoslavia 390,832 
5 685.90 swttchboardpanels •••••••••••••••••• 2,269,215 866,882 38.2 183,873 21.2 Republic of 574,167 

Korea. 
6 774.55 Articles, n.s.p.f., of rubber ••••••••••• ~53.678 362,283 38.0 176,877 48.8 Hong Kong 150,986 
7 737.95 Toya and parts, n.a.p.f •••••••••••••• 792,588 570,474 72.0 171,262 30.0 Macao 365,755 
8 685.70 Electric soood or visual 659,682 330,361 50.1 160,554 48.6 Taiwan 77,424 

signaling apparatus and parts. 
1,008,854 Thaland 86,126 9 740.14 Jewelry, n.e.s., of precious metal ••••• 275,985 27.4 154,634 56.0 

10 683.32 Electro-mechanical applancn •••••.••• 314,319 156,071 49.7 136,974 87.8 Hong Kong 0 
11 772.15. Household articles of rubber or 290,597 185,906 64.0 134,858 72.5 Hong Kong 45,373 

12 685.39 
plastic, n.s.p.f. 

Telephone answering machhta •••••••• 272,682 153,246 56.2 133,974 87.4 Republc of 
Korea. 

13 740.38 Jewelry, etc., and parts •••••••••••••• 371,674 302,147 79.8 121.491 40.2 Republc of 174,409 
Korea. 

14 684.58 Telephone seta and other tenrinal ••••• 1,144,905 553,432 48.3 118,362 21.4 Singapore 410,743 
equipment and parts thereof. 

123,493 15 791.27 Leather, other than patent •••••••••••• 119, 149 96.5 113,482 95.2 Brazl 
16 727.11 Fwnlture of unspw1 fibrous ratt• •••••• 135,052 116,335 86.1 108,694 93.4 Phlpplnes 

materials and parts, n.a.p.f. 
17 660.67 Parts of piston-type engines •••••••••• 731,041 148,059 20.1 108,034 73.0 Brazl 
18 688.18 Other Insulated conductors •••••••••••• 425,919 305,059 71.6 107,595 35.3 Taiwan 170,788 
19 734.77 Golf equipment, n.a.p.f ••••••••.•••••• 150,462 115,822 77.0 106,038 91.6 Taiwan 
20 727.29 Nonfoldlng chalnl of wood ether 308,582 190, 143 61.6 105,232 55.3 Yugoslavia 81,908 

than teak. 
21 772.51 Pneumatic tires, n.e.s ••••••••.••••••• 1,838,947 373,650 20.3 102,343 27.4 Taiwan· 258,019 
22 661.35 Refrigerator and refrigerating 347,192 101, 156 29.1 94,689 93.6 Republc of 

equipment. Korea. 
23 727.40 Furniture parts of wood ............... 165,063 114,765 69.5 94, 110 82.0 Taiwan 17,657 
24 654.25 Bra11 articles, wares ................. 128,406 95,556 74.4 92,862 97.2 Taiwan 
25 661.20 Ar-conditioning maClt*188 ••••••••••••• 425,333 129,933 30.5 92, 117 70.9 Brazl 
26 734.20 Game macl*les ••••••••••••••••••••• 291,720 99,373 34.1 88,472 89.0 Hong Kong 
27 692.32 Parts, n.s.p.f., of motor ••••••••••••• 4,725,798 919,410 19.5 88,359 9.6 Republic of 817,344 

Korea. 
28 412.22 Anttpyretlcs ••••••••••.•••••••••••••• 220,933 142,799 62.4 87,920 61.6 Bahamas 52,525 
29 657.25 Articles of Iron or steel ............... 595,938 201,311 33.8 87,716 43.6 Republc of 96,734 

Korea. 
IJj 30 772.20 Containers for packing .••••••••••••••• 250,855 94,250 37.6 85,653 90.9 Taiwan 
I 
N 
VI 

.. ,,, 



Table B-11-Contlnued 

m U.S. Imports to;. consumption 1 of leading GSP-ellglbl• Items, by dHcendlng value of GSP duty-tr•• Imports, 1988 
I 

fl,) 

°' Mandatory 
a.s.e-atlil.llzla Q.u.~ lala u.ad.ac. ,~s.e and 

Share Share discretionary 
TSUS Total U.S. of total of total Leading competitive-
Item Imports for U.S. eligible 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 

31 735.20 Game, •port, playgrow.d •.••.••...••• 465,780 369,485 79.3 85,402 23.1 Republic of 278,358 
Korea. 

32 740.70 Chains, etc., of precious metal ..•••..• 116,842 115,306 98.7 82,379 71.4 Peru 
33 653.37 11&.mlnatlng artlcle1 of bra11 •.•••....•. 122,099 86,043 70.5 82,325 95.7 Taiwan 
34 678.50 Machines, n.s.p.f ••••••••..•..•..•..• 3,491,862 1,000,471 28.7 82,021 8.2 Singapore 809,817 
35 676.30 Office mact*les, n.1.p.f •.•••.•••.•••. 5,153,895 909,568 17.6 81,322 8.9 Israel 656, 113 
36 712.49 Electrical measuring lnstn.ments .....•. 1,445,492 170, 138 11.8 79,856 46.9 Taiwan 
37 740.15 ·Jewelry, etc., n.s.p.t •••••...•...•... 266,276 191,645 72.0 76,843 40.1 Thailand 92,550 
38 618.25 Bars, plates, sheets •.•••..••.••..••. 775,362 79,963 10.3 71,442 89.3 Bahrain 
39 660.71 Part• tor Internal combustion 916,550 99,743 10.9 70,449 70.6 BrazU 

engines, n.1.p.t. 
Taiwan 40 647.03 Butt hilges of Iron ................... 171,615 74,667 43.5 69,868 93.6 

41 735.06 Ski bindings, poles •••••..••••..•••.•. 129,087 71,650 55.5 68,948 96.2 Taiwan 
42 674.42 Machine tools, n.e.s •••••.••..••.•.•• 316,640 70,842 22.4 68,759 97.1 Taiwan 
43 256.90 Artlcle1, n.e.s., of paper .•....•••.••. 138,693 72,609 52.3 67, 173 92.5 Mexico 
44 680.17 Taps, cocks, valves, etc., of 224,305 70,369 31.4 66,768 94.9 Taiwan 

Iron or steel. 
45 654.00 Artlcle1 of Iron •.••.•••••••••.•••.•.• 106,845 67,372 63.1 65,318 97.0 Taiwan 
46 682.60 Generators, motors •.•••..••.•....•.• 1,498,862 609,658 40.7 64,644 10.6 Singapore 487,632 
47 155.40 Beet or cane molasses ............... 82,386 66,069 80.2 64, 117 97.0 Brazl 
48 688.42 Other cOMectlon apparatus •......•••. 973,059 493,986 50.8 62,076 12.6 Republic of 253,224 

Korea. 
49 389.61 Artificial flowers .•••••..•.•.••.•.•..• 194,422 124,483 64.0 60,386 48.5 Macao 62,278 
50 774.50 Part• of footwear .••..••.•••••.••••.• 82,423 60,809 73.8 60,070 98.8 Taiwan 

Total, above Items •••••...••.•.••.. 40,902,931 14,037,360 34.3 5,547,812 39.5 6,963,835 
Total, al GSP Items ••• I llllllfl II Ill 119,573,208 34,659,544 29.0 13,916,753 40.2 16,363,557 

1 In this and other tables In the section U.S. Import data exclude entries Into the the U.S. Virgin Islands, which totaled $1.2 bllllon 
In 1986. This Is consistent with the concept of U.S. Imports used In the GSP program for the competitive-need determinations. 
SOl.l'ce: Compled from official statistics of the U.S. Department of Commerce. 
Note.-Because of rolMldlng, flgw'es may not add to the totals shown. 



Table B-12 
Total U.S. Import• for consumption and Import• ellglbl• tor GSP treatment, by Import oategorlH bH•d on th• Standard lnternatlonal Trade 
CIH11f1catlon (SITC)' 1111 

GS.e.-o.11a.tt1.lo. Qu~ tCll.o. uarl.a.c. GS.e. 
Mandatory 
and 

Share Share discretionary 
Total U.S. of total of total Leading competitive-

SITC Imports for U.S. ellglble GSP need 
No. Description consumption Value Imports Value Imports source exclusions 

00 Uve animals chiefly for food •••••••••• 1•ettl I I tt 674 
01 Meat and meat preparations •••••••.•••••••••••• 2,359 76 4.2 51 67.1 Argentina 15 
02 Dairy products and blrda' eggs •••••••••••••••••• 419 4 0.9 3 85.5 Taiwan 
03 Fish, crustaceans, and moHusks •••••••••••••••.• 4,688 87 1.9 49 56.0 Thall and 
04 Cereals and cereal preparation •••••••••••••••• : • 545 11 2.1 6 55.4 Colombia 4 
05 Vegetable• and fruit •••••.••••••...•••••...•.•• 4,074 670 16.5 158 23.6 Mexico 437 
06 Sugar, sugar preparation•, and honey ••••••••••• 1,093 694 63.5 356 51.2 BrazH 265 
07 Coffee, tea, cocoa, and aplces ••••••••••••••••• 6, 182 67 1.1 64 94.8 Brazl 
08 Feeding stuff for a'*11ala ••••••••••••••••••••••• 179 1 0.4 1 98.6 Argentina 
09 MlsceUaneoua edible products ••••••••••••••••••• 409 90 22.1 82 91.2 Mexico 
11 Beverages ........................ ' .......... 3,080 189 6.2 66 34.8 Mexico 115 
12 Tobacco and tobacco manufactures ••••••••••••• 679 50 7.3 24 48.5 Dominican 

Republic. 
21 Hldea, skins, and hwsklns, raw •••••••••••••••••• 210 
22 OU seeds and oleaglnoua fruit ................... 65 0.5 69.2 Turkey 
23 Crudtt rubber (Including synthetic) ••.••••••••••••• 922 100.0 Guatemala 
24 Cork and wood ••.•...•.•...•.•................ 3,192 0.0 100.0 Taiwan 
25 Pulp dnd wastepaper •••••••••••••••••••.•••••• 1,613 
26 Textile flbera and their waste ••••••••••••••••••• 473 6 1.2 6 98.0 Uruguay 
27 Crude fertlzer1 and crude mineral• •••••••••••••• 1,093 41 3.8 22 53.1 Mexico 17 
28 Metallferoua ores and metal stone• ••••••••.••••• 1,976 41 2.1 17 40.9 Peru 1 
29 Crude a'*'1al and vegetable materials •••••••••••• 957 204 21.3 70 34.2 Chile 97 
32 Coal, coke, and briquette• ••••••••••••••••••••• 176 
33 Petroleum and petroleum products •••••••••••••• 32,720 83.0 Venezuela 
34 Gas, nat&ral and manufactured ••••••••••••••••• 2,958 
41 Animal ols and fats •••••••••••••••••••••••••••• 14 1 4.7 1 97.6 Parc'lama 
42 Fixed vegetable ol1 and fats •••••••••••••••••••• 466 29 6.3 29 97.7 BrazH 
43 Animal and vegetable olls ••••••••••••••••••••••• 29 3 11.5 3 90.4 Malaysla 
51 Organic chemical• ••••••••••••••••••••••••••••• 4,056 256 6.3 203 79.1 BrazH 11 
52 Inorganic chemical• ••••••••••••••••••••••••.••• 3, 120 94 3.0 75 79.9 Mexico 10 
53 Dyeing, tanrWig, and colouring •••••••••••••••••• 842 17 2.0 9 54.7 Mexico 5 
54 Medicinal and pharmaceutical product• ••••••••••• 1,965 296 15.1 117 39.6 Bahamas 53 
55 Essential oUs and perfwne materials ••••••••••••• 876 104 11.9 88 84.6 Taiwan 3 
56 FertUIZers, manufactwed ••••••••••••••••••••••• 864 69.4 Taiwan 
57 Exploslves and pyrotechnic products ••••••••••••• 108 2 1.5 1 52.5 Mexico 
58 Artificial resin• and plastic •••••••••••••••••••••• 1,717 396 23.1 250 63.1 Mexico 125 
59 Chemical material• and products .•••.••••••••••• 1,051 102 9.7 83 81.5 BrazH 
61 Leather and leather manufactures ••••••••••••••• 824 419 50.9 269 64.1 Taiwan 127 
62 Rubber manufactures, n.e.s •••••••••••••••.•••• 2,547 555 21.8 187 33.6 Taiwan 348 
63 Cork and wood manufactures ................... 1,823 527 28.9 258 49.0 Taiwan 249 
64 Paper, paperboard, and article .••••••••••••••••• 6,406 418 6.5 257 61.5 Mexico 143 
65 Textlle yarn, fabrlca, made-up •••••••••••••••••• 5,406 211 3.9 123 58.3 Taiwan 70 
66 Nonmetalllc mineral manufactuera ••••••••••••••• 8,442 647 7.7 451 69.7 Taiwan 125 

m 67 Iron and steel ••••••••••••••••••••••••••••.•••• 8,673 173 2.0 119 68.5 Taiwan 46 
I 
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Table 8-12-Contlnued 
Total U.S. lmporH for conaumptlon and Import• ellglbl• for QSP treatment, by Import categorl•• baHd on th• Standard lnternatlonal Trade 
aa11lflcatlon (SITC), 110 

GS.e.-11.lkl.tat.. QutJt. tco.11. uado.c GS.f 
Mandatory 
and 

Share Share discretionary 
Total U.S. of total of total Lead Ina competitive-

SITC Imports tor U.S. ellalble GSP need 
No. Description consumption Value Imports Value Imports source exclusions 

88 Nonferroua rnetala ••••••••••••••••••••••••••••• 7,692 798 10.4 316 39.7 Mexico 420 
69 Manufacttr•• of met ... n.e.1 ••••••••••••••••••• 7,142 1,889 26.7 1,203 63.7 Taiwan 531 
71 Power-generating mac'*1ery •••••••••••••••••••• 8,968 1,357 15.1 333 24.5 Brazl 881 
72 Mac~lalZed for part• •••••••••••••••••• 9,935 395 4.0 225 56.9 Taiwan 108 
73 Met mact*lery ........................ 3,264 228 7.0 129 58.8 Taiwan 70 
74 General lndu1trlal machinery •••••••••••••••••••• 9,086 1,382 15.2 576 41.7 Taiwan 521 
75 Office machine• and automatic ................. 14,860 1,887 12.9 491 26.0 RepubHc 1,090 

of Korea. 
76 Telecomnu11catlonl and aound ... ········· ..... 20, 141 3,640 18.1 734 20.2 Republlc 2,282 

of Korea. 
77 Electrical machinery, apparatus ••••••••••••••••• 20,079 5,384 26.8 1,457 27.1 Taiwan 2,908 
78 Road vehlclea (Including air ....••.•..•....•...•. 70,530 998 1.4 119 12.0 RepubHo 848 

of Korea. 
79 Other transport equipment ••••••••••••••••••••• 5,488 240 4.4 72 30.2 Mexico 135 
81 Sanitary, plutnblng, heating ••••••••••••••••••••• 641 456 71.4 291 63.8 Taiwan 146 
82 Furniture and part1 thereof ..................... 4,099 1,655 40.4 698 42.1 Taiwan 909 
83 Travel goods, handbag• •••••••••••••••••••••••• 1,501 39 2.6 15 38.2 Republlc 22 

of Korea. 
84 Artlcle1 of apparel and clothing •••••••••••••••••• 17,331 590 3.4 347 58.8 Taiwan 220 
85 Footwear ....•.........•....•..•............. 6,460 18 0.3 5 28.7 Taiwan 12 
87 Profe11lonal, and 1clentlflc ..................... 3,958 618 15.6 329 53.3 Taiwan 38 
88 Photographic apparatus, equipment •••••••••••••• 5,068 514 10.2 250 48.5 Republlc 203 

of Korea. 
89 MlsceNaneou1 manufacttrea artlclea tttlt It I I 1111 16,716 8,057 38.2 2,815 48.5 Taiwan 2,752 
93 Special transaction•, n.e.1 ••••••••••••••••••••• 8,762 3 0.0 3 88.0 Taiwan 
94 Anlmals, llve, n.e.1 •••••••••••••••••••••••••••• 35 8 22.4 7 87.8 lndonesla 
95 Armaments .................................. 263 23 8.8 7 30.8 Taiwan 
97 Gold ..........•....••......••..•..........•.. 6,685 100.0 Thall and 

Total I II I I I I ttllltll I I tlttt II I I tltll t• ••••• 367,467 34,660 9.4 13,917 40.2 18,364 

Satrce: Compiled from offlclal 1tat11tlc1 of the U.S. Department of Commerce. 
Note.-Because of rounding, flgtrea may not add to the totals shewn. 
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Table B-13 
Total U.S. Import• for con1umptlon .nd Import• ellglbl• for GSP treatment, by Import categorlH baHd on th• Standard lnduatrlal 
Claaalflcatlon (SIC), 1181 

G.S.l!.-1lillll2IJI. Q.ulY. tm1 uarm.c. a.se. 
Share Share 

Total U.S. of total of total Leading 
Imports for U.S. eligible GSP 

Rank Descrlpt/pn consumption Value Imports Value Imports source 

1,000 1,000 1,000 
dollars dollars Percent dollars Percent 

01 Agricultural products ••••••••••••••••••••••••••• 8,791 657 7.5 123 18.8 Mexico 
02 Livestock and livestock product• ••••••••••••••••• 993 10 1.0 8 81.4 Indonesia 
08 Forestry products, n.a.p.f ••••••••.•••••••••••• 786 
09 Fish, fresh, chllled, or frozen ••••••••••••••••••• 4,182 83 2.0 37 44.5 Chlle 
10 Metallic ores and concentrates •••••••••••••••••• 1,318 20 1.5 12 60.9 Peru 
12 Coal and Ignite ............................... 80 
13 Crude petroleum and natural gas •••••••••••••••• 23,465 
14 Nonmetalc minerals, except tuel •••••••••••••••• 1,919 35 1.8 16 45.3 Morocco 
20 Food and klr.dred products ••••••••••••••••••••• 12,505 1,395 11.2 781 56.0 BrazH 
21 Tobacco manufactures ........................ 82 39 47.1 18 47.5 Dominican 

Republlc. 
22 Textile mll products ••••••••••••••••••••••••••• 4, 136 123 3.0 80 65.4 lndla 
23 Apparel and related products ................... 18, 160 559 3.1 208 37.2 Taiwan 
24 Lumber and wood products ••••••••••••••••••••• 5,373 778 14.5 456 58.6 Taiwan 
25 Furniture and flxtll"es •••••••••••••••••••••••••• 3,998 1,647 41.2 583 35.4 Taiwan 
26 Paper and alled products ...................... 7,983 410 5.1 271 66.0 Taiwan 
27 Prlntllig I t I I t t t I t t t I I I I t t I I I I I I I I t t t t t I I I I I I t I 1,488 99 6.8 90 91.6 Taiwan 
28 Chemicals and aled products ••••••••••••••••••• 13,268 967 7.3 648 66.9 BrazH 
29 Petroleum refining and related .................. 12,788 3 0.0 3 95.5 Venezuela 
30 Rubber and mlscelaneous plastlc1 ••••••••••••••• 5,380 1,613 30.1 844 52.4 Taiwan 
31 Leather and leather products ••••••••••••••••••• 8,644 487 5.8 292 60.0 Taiwan 
32 Stone, clay, glasa, and concrete .••••••••••••••• 4,900 766 15.6 558 72.8 Taiwan 
33 Primary metal products •••••••••••••••••••••••• 22,578 1,316 5.8 596 45.3 Taiwan 
34 Fabricated metal products .••••••••••••••••••••• 8,475 2,178 25.7 1,243 57.1 Taiwan 
35 Machinery, except electrical •••••••••.•••••••••• 38,233 4,101 10.7 1,609 39.2 Taiwan 
36 Electrical machinery, equipment ••••••••••••••••• 42,731 9,544 22.3 2,491 26.1 Taiwan 
37 Transportation equipment •••••••••••••••••••••• 79,876 1,941 2.4 294 15.1 BrazU 
38 Measuring and analyzing Instruments ••••••••••••• 10,813 1, 160 10.9 572 49.3 Taiwan 
39 MlsceHaneous manufactured •••••••••••••••••••• 12,739 4,665 36.8 2,060 44.2 Taiwan 
99 Other Imports tltl lllltl I tttlt II fl I 1111 II II I ti 11,984 62 0.5 21 33 . .-2 Taiwan 

Total 111 I lttlfllfflllOI I I It It 1111 fltllteee e ee 387,467 34,660 9.4 13,917 40.2 

Source: Compiled from official statistics of the U.S. Department of Convnerce. 

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

Mandatory 
and 
discretionary 
competitive-
need 
exclusions 

1,000 
dollars 

456 

17 
475 

29 
328 
289 

1.020 
118 

3 
99 

675 
169 
162 
613 
706 

1,779 
5,345 
1,578 

258 
2,243 

1 

16,364 
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T•ble B-14 
U.S. Import• for con•umptlon from th•'i world •nd from the Caribbean BHln, 1984-81 

Item 

Imports from the world (1,000 dolara) •••••••• , •••••••••••••••••••••••••••••••.•.••••• 
Imports from the Caribbean Basin (1,000 dolars) ..................................... .. 
Ratio of Imports from Caribbean Basin to Import• from the world (percent) ••••••••••••••••• 
Dutlable value of Import• from Caribbean Ba~ln (1,000 dolars) •••••••••••••••••••••••••••• 

Imports under Item• 806.30 and 807.00 (1,000 dolars) •••••••••••••••.•••••••••••••.•• 
Ratio of 806.30 and 807.00 Imports to dutlable Imports (percent) •••••••••••••••••••••••• 
Ratio of 806.30 and 807 .oo Imports to total Imports (percent) •••••••••••••••••••••••••• 

Duty-free value of Import• from the Caribbean Basin (1,000 doHars) ••••••••••••••••••••••• 
Imports under TSUS Item• 808.30 and 807.00 (1,000 dolarst ••••••••••••••••••••••••••• 
Ratio of 806.30 and 807.00 Imports to duty-free Imports (percent) •••••••••••••••••••••• 
GSP duty-free Import• from Caribbean Balin (1,000 doUars) ••••••••••••••••••••••••••• 
Ratio of GSP duty-free Import• to duty-free Imports from the Caribbean Basin (percent) ••• 
Ratio of GSP duty-free Import• to total Import• from the Caribbean Basin (percenO ••••••• 
CBERA Imports from CarlbbHn Ba1ln (1,000 doftars) ................................ .. 
Ratio of CBERA Imports to duty-free Import• from the Caribbean Basin (percentJ ••••••••• 
Ratio of CBERA Imports to total Import• from the Caribbean Basin (percent) ••••••••••••• 

Source: Complied from official 1tatlstlc1 of the U.S. Department of Commerce. 

Table B-15 

1984 

322,989,519 
8,896,499 

2.8 
5, 169, 165 

235,504 
4.7 
2.7 

3,727,335 
588,498 

15.8 
626,007 

16.8 
7.0 

577,704 
15.5 
6.5 

U.S. Import• for con1umptlon of Hlected lnellglble products from the Carlbbe1n BHln, 1986 

Product category' 

Major 
Caribbean Basin 
supplier 

Petroleum •••.••••••• , •• , ••••• , •••• , • , • Trinidad and Tobago 
Textlles •••.•••• , • , •••• , , ••••• , • • • • • • • • Dominican Republlc 
Certain leather product• • • • .. .. • .. • • .. .. • Haiti 
Certain footwear product• •• , ••• , •••••• , • El Salvador 
Camed tuna .. • .. .. .. .. .. • • .. .. .. .. .. .. -

Total ...............•..•...•......•.• -

Value 

1,000 
dollars, 
customs
value basis 

1,375,742 
826,721 

20,650 
13,360 

2,236,473 

Caribbean Basin 
share of all 
U.S. Imports 

3.4 
3.9 
1.3 
0.2 

4.7 

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 
540,992 

16.3 
7.9 

497,645 
15.0 
7.3 

Share of total 
Imports from the 
Caribbean Basin 

Percent 

22.2 
13.4 
0.3 
0.2 

36.2 

1986 

368' 656' 594 
6, 186,826 

1.7 
2,530,803 

258,678 
10.2 
4.2 

3,656,023 
604,932 

16.6 
487,718 

13.3 
7.9 

689,776 
18.S 
11.2 

806.00 and 
807.00 share 
of total 

81.7 
58.0 
20.5 

18.5 

1 Petroleum and petroleum products are In p, 10, schedule 4, of the TSUS. Textlle products constitute schedule 3 of the TSUS. Certain leather products are 
certain leather, rubber, and plastic gloves, TSUS Items 705.35 and 705.85-86; luggage, handbags, and flat goods, TSUS Items 706.05-706.16, 706.21-706.32, 
706.34, 706.36, 706.38, 706.41, 706.43, 706.55, and 706.62: certain leather wearing apparel, TSUS Item 791. 76. Footwear products, TSUS Items 
700.05-700.27, 700.29-700.53, 700.56-700.89, and 700.91-700.95. Camed tuna products, TSUS Items 112.30, 112.34, and 112.90. 
Source: CompHed from official statistics of the U.S. Department of Commerce. 
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APPENDIX C 

LEADING ITEMS OF TRADE BETWEEN THE 
UNITED STATES AND MAJOR TRADING PARTNERS 



Table C:-1 
Leading 11em1 exported to tl'.le Europ .. n Community (EC), by Schedule B llem1, 1984-81 

(In thou1and1 of dollar•) 

Sched. B 
Item no. Description 1984 1985 1986 

878.55 Part• of automatic data proce11lng, photocopying, $3.128,699 $3, 108,720 $3,470,828 
calculatlng, accounting, and elmllar machine• 
Incorporating a calculating mechanl1m. 

678.28 Digital central proce11lng unite: awdllary atorage unite: 2,722,079 2,437,063 2,544,370 
Input unite: output unite, and combination• thereof. 

694.40 Alrplan•• t I I It t t It It t t I It t t t It t t t t t It It t I It It I I It I I It 1,099,817 1,700,447 2,093,546 
175.41 Soybean•, other than tHd for planting , ••••••••••••••••• 2,368,738 1,634,090 1,948,589 
521.31 Coal: petroleum and other coke: composition• of coal, 1,870,948 2,028,888 1,928,885 

coke, or other carbonaceoua material u1ed for fuel. 
894.85 Parta, for aircraft and apacecra~ ••••••••••••••••••••••• 1,560,382 1,633,488 1,888,981 
880.54 Part• of compre11lon-tgnltlon platon·type engine•, 1,279,398 1,425,803 1,804,748 

and non-pl1ton·type englnH. 
184.80 Other animal feed• and Ingredient• therefor, n. •. p. f. , .••.• 732,002 622,451 870,413 
250.02 Wood pulp: rag pulp; and other pulp• derived from 893,094 6:?4,874 745,395 

celluloalo flbrou• material• and tultable for papermaklng. 
987.80 Electronlo tub••· trantlatora, Integrated clroulta, diode•, 843,740 792,371 137,507 

reotlftera, mounted piezoelectric, related eleotronlc 
cryatal component•, and part•. 

878.27 Digital machine• comprl1lng In one houalng the central 488,458 550,888 710, 113 
proce11lng unit and Input and output capablllty. 

878.50 MachlnH not apeclally provided for, and part• thereof ••••• 519,873 603,723 634,233 
885.90 Electrlcal apparatua for making, breaking, protecting, or 521,651 514,903 590,274 

connecting to electrloal circuit•, twltchboardt, and 
control panel•, and Part• thereof. 

71' .. SO lnatrumentt and apparatua for mea1urlng or checking 577,343 817,983 573,503 
electrlcal quantltlH, except electricity metera, and 
part1 thereof. 

184.52 Vegetable oU cake and oU-cake meal, other than llneeed 399,087 377,878 572,922 
884.05 Excavating, levellng, boring, extracting machinery, 823,447 835,012 523,217 

exctudlng front-end loadera, pUe driver•, 
not eelf-propelled anow plowt, and parta. 

433.10 Chemical mlxturH and preparation•, n.e.1 •••••••••••••• 431,902 423,087 498,849 
892.29 Part• of motor vehlcle1. • •••••••••••••••••••••.•••••••• 407,775 443,545 468,041 
818.90 General merchandlee valued under $1,001, except '251,044 423,062 456,471 

1hlpment1 requiring a valldated export Ileen••. 
170.65 Clgaratta1 •... , .... , ............ , .................... 302,711 332,535 453, 180 

Total .........................•.................... 20,620, 168 20,928,784 23,310,065 
Total, U.S.exporta to the EC ••••• , .••••••••••••••••••• 48,229,809 46,712,746 50,251,834 

1 Prior to Jan. 1, 1985, Schedule 8 Item 818.90 Included only general merchandise valued $500 or leas. 

Soi.roe: Complied from official statistic• of the U.S. Department of Commerce. 

Note.-Becauae of rounding, figures may not add to the totals shown. 
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Table C-2 
Leading Item• Imported from th• European Community (EC), by TSUS ltem1, 18U-81 

(In thouland1 of dolan) 

TSUS 
Item no. Description 1984 1985 1986 

192.10 Passenger automobiles, snowmobiles, trucks valued $6,200,092 $8,287,312 $9,974.796 
Ll'ld•r $1 ,000, and other mlsceUaneou1 vehlcle1. 

475.10 Crude petrolewn, topped crude petroleim, crude 4,689,653 2,999,580 2,044,315 
shale oll, dlstlllate, and residual fuel 0R1, testing 
25 degrees a.p.I. or more. 

800.00 ~.s good• returned •••.•••.•••••••••••••••••••....•••. 1,510,468 ·1.494.993 1,586,709 
894.41 Alrplanes and part• thereof of clvll aircraft 895,337 1,248,629 1.490,588 

and spacecraft 
892.32 Parts n.s.p.f. of motor vehlcle1, not aloyed or 842.357 1.027,903 1,390,843 

actvanced beyond cleaning, partly machined. 
805.20 Gold or silver bulfton, dore and precipitate ............... 305,568 414,042 1,002,731 
700.45 Leather footwear n.e.s., valued over $2.50 per pair, 790,095 920,023 951,500 

not for men, youths, or boy1. 
475.25 Motor fuel, Including guollne and Jet fuel ••••••••••••••.• 1, 148,980 1,625.160 947,570 
880.81 Internal combultlon engine•, non-pleton-type, 532,261 787,249 932,874 

for aircraft, certified for uoe In clvR aircraft. 
178.50 Mac'*'-8, n.1.p.f., and part• thereof •.••••••••••.•••••• 531, 163 585,712 789,641 
880.73 Part• for Internal combultlon englne1, certified for 374,664 611,066 711,033 

use In clvll aircraft. 
187.30 Stl wine from grapes, not over 14 percent alcohol, 639,534 682,091 645,382 

In contalnerl not over 1 galon. 
712.49 Electrical meuwtng, checking, analyZlng, or 454,901 561,700 836,093 

automatlcaly controllng lnetnment1 or apparatu1, 
n.1. p. f.. and part1 thereof. 

899.95 Under 1251 formal and Informal entrlM, and 1141.298 542,566 824,446 
nonexempt tteme from $251 to $1 ,000, eetmated. 

884.08 Excavating, levellng, boring, extracting macHnery 346,294 458,987 816,564 
n.e.1., ttatlonary or moble, for earth, mlnerall, 
orH, pie drivers, 1nOW plowl, and partl. 

740.14 J-*Y and other object• of penonal adornment, 355,698 574,599 611,525 
of precloue metal1, n.e.1. 

878.54 Part1 of automatic data processing machine• 8nd (I) (') 670,825 
Ll1lt thereof, other than part1 Incorporating a 
cathode-ray tube. 

892.34 Tractore IUltable for agrlcultLral u1e and parts thereof 618,843 546,662 605,765 
422.52 Urankm cornpo&.1Kf1 except uranium oxide •••............ 546,634 660,701 560,237 
785.03 Paintings, paetels, drawings, and sketchlngs, 483,023 516, 100 554,259 

executed wholly by hand, original or not. 

Total •.••...••.••.•.•••.••.•.•••... • · · · · · · • · · · · • • · · 21,406,864 24,525,073 27,347,674 
Total, U.S. Imports from ihe EC ..••••.•...••.•••.•.••. 59,722.155 67,552,783 75,474,337 

' Prior to Jan. 1, 1985, TSUS Item 999.95 Included only formal and Informal entries under $251. 
• Prior to Feb. 1 , 1986, trade for TSUS Item 678. 54 was reported under 676. 52 (part) . Since thol8 portions of 
TSUSA Items 676.5230 (January 1984-December 1985) and 678.5215 (January 1986) a11lgned to 676.54 are not 
known, these Items were excluded from the data above. 

Source: CompBed from official ltatlstlcs of the U.S. Department of Commerce. 

Note.-Becau1e of rounding, figures may not add to the totals shown. 
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Table C-3 
Leading Item• exported to Canada, by Schedule 8 Item•, 1114-11 

(In thouund8 of dolarl) 

Sched. B 
Item no. Description 198' 1985 1986 

192.10 On-the-highway, tow-wheeled pa•nnger automobiles, $4,590,582 $5,752.937 S5,85s.1n 
.nbulancn, hearu•. motor homn, aid vehicle•, 
and other lie• motor vehicle•. 

892.29 Pam of motor Yehle,.., n.e.• •••••••••••••••••••••••••• 8,288,397 8,378,491 5,458,973 
192.05 Automoblle trucn, except truck tractOl'8 ••••.•••••.•••.• 1,048,890 1,548,308 1,884,085 
118.90 General rnercNnclH vllued under $1 .001, 11, 195,987 1,823,209 1,654,454 

except 8hlpment1 r9Cll*1na a valclatld export lcenae. 
118.80 Shipments valued $10,000 and under, 11,227,219 11,371,970 1,472,882 

not Identified by kind 
878.55 Pam of automatic data procnalng, photocopying, 1.108,824 1.214,8n 1,047,441 

calculating, accounting, and llmlar machnn 
Incorporating a calculating rnechMlam. 

805.20 Gold or alver bulon, den, and gold or alver preclpltatH •. 799,884 784,538 1,018,389 
880.48 P18ton-type Internal combu8tlon engine•, other than 897,495 928,089 986,002 

comprnalon-lgnltlon englnn. 
521.31 Coal: petroleum and other coke: compoaltloM of coal, 1, 139,338 891,733 784,297 

coke, or other carbonaceous material UHd for fuel. 
878.28 Dlgltal central processing units: auxllary storage units: 837.264 809,524 730,220 

Input units: output units, and combinations thereof. 
894.85 Parts, for aircraft and spacecraft ••••••••••••••••••••••. 405, 105 438,682 503,830 
892.20 Bodin (Including cabs) and chaaal8 for automobile 444,728 347,120 479,225 

trucn, truck tractors, and motor bulH. 
880.54 Parts of comprenlOn-lgnltlon piston-type Mlglnn, 500,412 587,181 471, 171 

Md non-pl8ton-type englnH. 
884.05 Excavating, levellng, boring, extracting machNry, 480,340 538,580 372,309 

excluding front-enc:l loader8, pie driven, 
not Hlf..propelled snow plow8, and parts. 

815.90 Electrlcal apparatu• for maldng, breaking, protecting, 388,850 342,523 388,511 
or comectlng to electrical clr'cWta, 8Wltchboardt, 
and control~. and s-t• thereof. 

817.80 Electro11lc tubes, trMllaton, Integrated circuits, 348,259 234,149 357,407 
diodes, rectlflen, rno&med piezoelectric, related 
electronic crystal compo11ent1, arid parts. 

880.52 Parts of piston-type englnn, other than 549,878 425,892 358,044 
COITIPI Halon-Ignition englne8. 

881.00 AgrlcWtural and hortlcuttural mac'*'-ry, and parts ........ 407,883 330,303 333,349 
881.22 Alr-condltlor*lg machnn, comprising a motor-driven 325,811 388,280 312.918 

fan and ....,,..,., for changing the temperature and 
tuTllclty of *, and parts thereof. 

270.82 Perloclcall. lncluclng alngle ""'" tied together 281,921 255,721 285,417 
for shipping pwpo8ft. 

Total •••••••••••••••••••••.••••••••••••• • •• • • • • • • • • 22,1118,028 25,328,582 24,473,058 
Total, U.S. export9 to Canada .•..••..•.•...••...•.•..• 44.515,081 45,028,947 42.988.113 

, Prior to Jan. 1. 1985, SchecMe B Item 818.90 lncluc:lld only genwal merchanctH valued at $500 or Ina. 
1 General rnercNnclH valued at $500 and,.., In 1984, or $1 ,000 and Ina In 1985 and 1986, were reported 
under Schedule B Item 118.90. 

Scuce: Complld from official statistic• of the U.S. Department of Commerce. 

Note.-BecauH of rounding, figures may not add to the totals shown. 
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Table C-4 
Leading Items Imported from Canada, by TSUS Items, 1184-11 

(In thouland1 of dolara) 

TSUS 
Item no. Description 1984 1985 1986 

692.11 Pa11enger automobiles, snowmobiles, and other $10, 125.335 $11, 163,086 $11,812,986 
mlsceDaneous vehicles (Automotive Products 
Trade Act). 

692.33 Parts n. s. p. f. of motor vehicles, not alloyed or 3,780,775 4,237,870 4,234,085 
advanced beyond cleaning, partly machined 
(Automotive Products Trade Act). 

252.85 Standard newsprint paper •••••••• : ••.••••••••••.••••.•• 3,224,596 3,495,625 3,553,359 
692.03 Trucks valued at $1 ,000 or more each 3,692.754 3,612,865 3,081,276 

(Automotive Products Trade Act) 
805.20 Gold or sliver bullion, dore and precipitates ••.•••.•••••••• 1,832,407 1,823,558 2,672,085 
475.15 Natural gu, methane, ethane, propane, butane, 4, 192.140 3,786,751 2,451, 193 

and mbcturn thereof 
475.10 Crude petrolewn, topped crude petroleum, 2',477,699 3,518,568 2,296.220 

crude lhale ol, dlstlllate, and residual fUel ons, 
testing 25 degrees a.p.I. or more. 

800.00 U .s goodl returned •••••••••••.••••••••••••••••••••••• 1,964,899 2,048,794 2,098,218 
202.03 Spruce lumber ••••••••••••••••••••••••••••••••••••••• 1,748,308 1,881,712 1,972,281 
250.02 Wood pulp; rag pulp; and other pulps derived from 1.678,908 1,385,871 1,422, 180 

celuloslo fibrous materials and suitable 
for papermaldng. 

475.05 Crude petrolewn, topped crude petroleum, 1,m,058 1,727,402 1, 146,217 
crude lhale ol, dl1tllate, and residual fuel oAs 
tntlng &l'1der 25 degrees a.p.I. 

880.49 Platon-type engine• other than compre11lon-lgnltlon 1,370,253 1,252,380 949,221 
engines for automobles, lncludlng trucks and buses 
(Automotive Productt Trade Act). 

892.21 Automobile truck and motor but chu1l1 and bodle1 543.022 888,916 687,490 
(Automotive Product• Trade Act). 

184 .• 62 P.n1 of clvl arcraft, certified for ul8 In clvl aircraft .••••• 248,082 540,991 598, 113 
818.C:? Unwrought MIT*1um n.e.s., other than aloy1 460,450 399,387 587,632 

of aJurnnurn 
892.~ Parts n.1.p.f. of motor vehlcln, not doyed or 546,428 512,753 531,034 

advanced beyond cleaning, partly machined. 
818.0I Other l.l1WrOught doyt Of aka'nfrMm ••••••• , ••••••••••••• 445,714 373,650 504,379 
772.51 Pnewnatlc tires, ~.e.1 ••••••••.••••••••••••••••••••••. 488,885 447,888 497,447 
727.07 FWl'llbre designed for motor-vehicle use, 379,537 449,410 485,867 

and p.n1 thereof (Automotive Product• Trade Act). 
999.95 Under $251 formal and Informal entrlet, and 1116,715 422.797 426,016 

nonexempt Items from $251 to $1 ,000, estimated. 

Total ••••••••••••••.•.•••••••••••••••••••••.••• ···• 41,089,963 43.770,273 42,007,298 
Total, U.S. lrnportt from canada .••••••..•••.••.••.•••. 66,342,454 68,883,572 68, 146,979 

1 Prior to Jan. 1, 1985, TSUS Item 999.95 Included only formal and Informal entries wteter $251. 

Source: Complied from official 1tatlst1c1 of the U.S. Department of Commerce. 

Note.-Because of rounding, figures may not add to the totalt shown. 

C-S 



Table C.S 
Leading Items exported to Japan, by Schedule B Items, 1114-81 

(In thouUnda of dolarl) 

Scheel. B 
Item no. Description 1984 1985 1986 

894.40 Alr'planel e e e •• e I I I I I I I I I I I I I I I I I I I I I I I • I I I I I I I I I I I I I I $523,062 $903,579 $1, 158,937 
130.34 Com or maize, not donated for rallef or charity ••••••••••• 1,999,244 1,304,713 an.194 
175.41 Soybeans, other than Hid for planting •••••••••••••••.•• 1. 171,696 936,982 837,212 
200.35 Logl, IOftwood and hardwood, Including pulpwood, 840,430 882,239 788,952 

In thl rough, tpllt, hewn, or roughly tided or 1quared. 
521.31 Coal; petrollwn and other coke; compo11tlon 986,084 928,383 874,875 

of coal, coke, or other carbonaceou1 material U11d 
for full. 

894.85 Part•, for aircraft and ipacecraft ••••••••••••••••••••••• 518,954 573,550 854,281 
171.55 Part• of automatic data proc1111ng, photocopying, 513,923 815,972 629,802 

oalcUlatlng, accCMttlng, and linllar machk181 
Incorporating a calcula~ mechanllm. 

110.48 Fllh, fresh, chlled, or frozen, whole or evllcarated, 355,130 503,731 599,489 
but not otlWwln prepared or pr1nrved, and Iv• eelt. 

422.55 Uranium oompocnte, excluding uranlurn oJClde, 437,719 437,338 548,530 
and thorUn compoundl 

. 871.28 Dlgltal central procnllng inti: auxlary ttorage Wiit•: 481,553 498,485 542,393 
Input inti: output anta, and comblnatlonl thereof. 

108.10 Beef and veal, oarcu1e1 and primal cut1, excluding 320,519 344,598 485, 118 
offal, frelh, chlled, or frozen. 

130.15 Wtteat •••.•..••••...•••••.•••••••••..•••... , .•••..•. 534,445 488,970 424,330 
250.02 Wood pulp, rag pulp, and other pulp• derived from 335,583 284,015 388,909 

oellulollo tlbroul materlalt and IUltabll 
for papermaldng. 

880.54 Parts of oomprnllon-lgnltlon pllton-type englne1 227,721 2n,858 383,033 
and non-pllton-type engine•. 

187.80 Eleotronlo tubal, traMlltort, Integrated cRult1, 395,138 289,492 327,159 
dloclll, reotfflen, mcM.11tad plezoelactrlc, related 
eleotroulo oryltal component•, and part•. 

120.14 wtlole cattle ""'91 I I I I I I I I I I I I I t I I I I I I I I t I I t I I I I I I I I I I 305,022 278,on 301,974 
712.50 lnltnlnentl and apparatul for maturing or checlclng 240,438 255,448 289,701 

eleotrlcal quantltln, except electrlclty met.,.., 
and part• thereof. 

475.07 Crude petroleum, topped cnide petrollwn, crude 1hale 475,558 507,348 270, 151 
ol, Md clltlate and relldual fuel ol• derived from 
petroleum. lhale, or both. 

805.20 Gold or liver bulon, dore, and gold or 44,562 37,207 287,887 
dver preclpltat11 

878.50 MachN1 not 1P9Cldy provided for, and part• thereof ••••• 431, 152 343,525 240,285 

Tot.t ......•..• " ........................••.. , •..... 10,917,910 10,445,310 10,825,953 
Total, U.S. export1 to Japan .......................... 22,892,129 21,802,930 22,890,847 

Source: Compled from offtclal 1tatl1tlc1 of the U.S. Department of Commerce. 

Note.-Becau1e of rcxnlng, figure• may not add to the totalt lhown. 
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Table C-1 
LHdlng ltem1 Imported from Japan, by TSUS ltem1, 1114-11 

(In thouland• of dohrl) 

TSUS 
Item no. Description 1984 1985 1986 

892.10 Pu1enger automoblle1, anowmoblle1, truck• $13,874,952 $17,891, 142 $24,343,780 
valuecl Wldll' $1,000, and other ml1celaneou1 vehlcles. 

885.40 Tmpe recorderl and clctatlon and transcribing 3,391.877 4,835,750 4,935, 128 
mac'*'91. and part• thereof. 

892.02 Truck• valued at $1,000 or more each ................... 2,350,539 3,389,238 4,810,892 
878.30 Office machine•, n. 1 .p. f •..••.•••...•..•.••.•.•....•.. 2,308,820 2,585, 157 ;i.451,251 
892.32 Part• n.1.p.f. of motor vehlcll1, not aloyed nor 1,004,895 1,282,379 t,787,114 

advanced beyond cleaning, partly machined. 
878.54 Part• of automatic data proce11lng mactMe1 and (') (') 11,831,071 

unit• thereof, other than part• Incorporating a 
cathode-ray tube. 

878.50 MactW191, n.1.p.f., and part• thereof ..••.•.••••...•••.• 1,001, 109 1,.188,385 1,344,931 
885.49 Aaclotelegraphlc, raclotelephonlc, and other •358,884 833,791 1, 104,288 

devlcn for the tran1m1111on, reception, and 
reproduction of 10W'ld or Image, n.1.p.f 

887.74 Electronic tube1, not cathode-ray tube•: tran1l1tor1 1,575,771 901,359 .919,208 
and related electronic cryltal component•: mounted 
pllzoelectrlo cry1tal, component• and part1. 

724.45 Magnetic recording media, no matertal recorded thereon 538,732 758,803 859,149 
874.35 M•talWorlclng rnactn toolt, n.1.1 .••••••••.•••••...••.. 407,787 475,924 791,800 
722.18 Photographic cameru, other than fbced-focu1, 534,299 507,897 854,838 

over $10 each, Ian• not over SO percent of value. 
884.92 Corl1plete televlllon recelYera •••••••••••••••••••••••••• 1490,405 803,049 842,702 
892.53 Motorcycll1, having engine• with total pl1ton 391,885 820,352 585,709 

cllplacement of 700 cubic centmeten or le11. 
878.15 Acoounttng, computing, and other data procnllnQ 351,312 428,108 583,918 

machNI 
885.08 Other televlllon apparatul and part• thereof, n.1.1 -..&4,845 '554,803 4581,701 
808.13 ShHt1 of Iron and ltMI, n.1.p.f,, not aloyed, 780,482 873,887 558,338 

coated, or plated with metal valuecl over 10. per pound. 
878.58 Part• of office rnactnl, n.1.p.f .••.•••••••••.••..••••• 1348,009 1428,224 '130,478 
885.90 Electrlcal apparatUI for making, or breaking 489,025 477,837 552,848 

el9otrlcal oRult1, protection of electrlcal circuit•, 
and making connection• to or In circuit•. 

772.51 Prwwrtatlo tlr11. n.e.. . ' .................... I ••• I I I ••• 491,885 539,725 547,551 

Total •••.••.••..••..••••..••.•..•••.•.•••....•.••.• 132. 203. 578 '39,854, 125 151,488,797 
Total, U.S. Import• from Japan ••.•••....•.•........... 58,595,928 88,241,858 81,985,873 

, Prior to Feb. 1, 1988, trade for TSUS Item 878.54 WU reported under 878.52 (part). Sine• tholl portlonl of 
TSUSA ltlml878.5230 (January 1984-December 1985) and 878.5215 (January 1888) a11lgned to 878.54 are not 
known, thHe 1t1m1 wwe excluded trom the data above. 
• Prior to Jan. 1, 1985, trade for TSUS Item 885.49 wu reported under 885. SO (part) . Since that portion of 
TSUSA Item 885.5085 (January-December 1984) aligned to 885.48 II not known, thle Item wa1 exclucled from 
the data above. · 
I Prior to Jan. 1, 1915, trade for TSUS Item 884.92 WU reported under 885.11. 
4 Prior to Jan. 1, 1915, trade for TSUS Item 885.08 WU reported under 885.22 and 885.19 (part). Sine• that 
portion ofTSUSA Item 885.1815 (January- March 1984) aligned to 885.08 It not known, thll Item wa1 excluded 
from the data above. In January1885, 885.22 wu rlltlUed with clfferent corl'l'nOClty coverage-thll data II allo 
not Included ab.OYe. 
• Prior to Feb. 1, 1988, trade for TSUS Item 878.58 wu reported under 878.52 (part). Sine• tho•• portion• of 
TSUSA ltemd78.5230 (January 1984-December 1985) and 878.5215 (January 1988) a111gned to 878.58 are not 
known, then ltll'nl were excluded from the data above. 
• TSUS ltemt 878.54 and 878.58 replaced TSUS Item 878.52 on Fib. 1, 1988. Although Individual coverage for 
the cwrn ltlmlll not certain prior to th11 date, the total for both II available Ullng 878. 52. Therefore, •Inc• 
both are Included above.trade for 878.52 II Included In thl1 total. 
Sot.rce: Compled from offlclal ltatlltlct of the U.S. Department of Commerce. 
Note.-Becaun of rOW'ldlng, flgur11 may not add to the total• shown. 
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Table C-7 

Leading ltem1 exported to Mexico, by Schedule B ltem1, 1114-11 

(In.thousand• of doUar1) 

Sched. 8 
Item no. Description 1984 1985 1986 

892.29 Part• of motor v1hlcle1, n.e.1 ...••••..•...•.•.••••.••.• $812,998 $1, 178,985 $983,233 

887.80 Eltctronlc tube•, tran1l1tor1, lnteorated circuit•, 387,932 372,898 441,653 
clodt1, rectlflln, mounted plezotlectrlc, related 
tltctronlo cry1tal component•, and part1. 

685.90 Electrtcal apparatus for making, breaking, protecting, or 315,085 340,178 358, 123 
comectlng to tltctrlcal circuit•, IWltchboardt, and 
control panell, and part• thereof. 

888.12 Ignition wiring Htl and wiring lltl designed for Ule In 178,708 280,845 332,985 
motor vehlclff, aircraft, 1P•cecr1ft, 1hlp1, bo1t1, 
and other ve11el1. 

680.54 Part• of compre11lon-lgnltlon pl1ton-typt engln11, 163,614 220,819 289,553 
and non-pllton-type engln11. 

878.55 Part• of automatic data proc111lng, photocopying, 2n,445 289,278 272,958 
caloulatlng, accounting, and 11mffar m1chln11 
Incorporating a caloulatlng mechanism. 

885.27 Radlottlegraphlo, radloteltphonlc, and 188,585 187,342 217,318 
radlobro1dca1tlng transmlttlon and reception 

apparatu1, and part1 thereof, n.1.p.f. 
680.52 Part• of pl1ton-type engine•, other than 219,499 224,533 197,839 

compre11lon-lgnltlon engine•. 
818.90 General merchandlae valued at under $1,001, '96,748 208,880 178,315 

except lhlpmenta requiring a valdattd export lcenn. 
175.41 Soybe1n1, other than 1Hd for planting •••••.•..•••.•.••. 474,303 385,488 178, 153 

815.20 Ttltvtalon apparatus, and part• thereof .••••••••••••••••• 199,850 189,238 178,858 
882.80 Gtntraton, motor generator1, rotating conv1rter1, 154,432 158,547 188,892 

rectlfer1 and rectifying appar1tu1, coll•, lnductor1, 
llft1P ba11Ut1, and part• thereof. 

878.50 Ma~ n.1.p.f., and .,.n1 thereof ••.••.••.••.•••••••• 103,985 130,739 145,501 

130.34 Com or maize, not donated for r ... f or charity •.••••••••• 415,148 203,587 144,751 
818.80 Shlpmente valued at $10,000 and under, 195,307 1135, 121 1128,474 

not Identified by kind 
475.87 Mbctur11 of hydrocarbon• n.1.p.f., 128,039 202,435 128.028 

wholy of petroleum, lhale ol, and natural gu, by 
weight not over 50 percent of MY llnQle compound. 

250.02 Wood pulp, rag pulp, and other pulp1 derived from 108,302 115,739 123,830 
clllulollo flbroul matll'lall and 1Wtable for papermalclng. 

884.05 Excavating, levelng, boring, extracting maohNry, 97,859 148,299 109,841 
excluding front-end loadtrl, pile drlvtrl, 
not Hlf.propellld 1nOW plowl, and part1. 

258.71 Other paper and paperboard, out to llze or lhlpe; 114,382 121,814 107,318 
other m1lclff of pulp, papltr maohl, PIPlr, 
or paperboard, n.e.1. 

475.07 Crude petrolewn, topped crude petrolewn, 74,510 137,112 108, 185 
crude lhale ol and chtlate and r11klual .full oil• 
dtrlvtd from petrolewn, lhale, or both. 

Total ..........••....•............................. 4,804,527 5,207,054 4,785,581 
Total, U.S. export• to Mexico .....•......•.•.•.•.••.•.. 11,481 ,203 13,084,252 11,924,851 

' Prior to Jan. 1, 1985, Schldult a Item 818.90 Included only general merchanclle valued at $500 or i.11. 
1 Gtntral merohanclte valued at $500 and le11In1984, or at $1,000 and lett In 1985 and 1988, were reported 
under Schedule Bltem 818.90. 

Scuce: Compltcl from offtclll ltatlltlca of the U.S. Department of Commerce. 

Note.-Beoauu of rounding, flgurn may not add to thl tot• lhown. 
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Table C-1 

LHdlng Item• Imported from Mexico, by TSUS 1tem1, 1984-11 

(In thou1and1 of dolare) 

TSUS 
Item no. Description 1984 1985 1986 

.475.05 Crude petroleum, topped crude petroleum, $3,990,415 $4,338,249 $2, 168,456 
crude 1hal• oil, and df1tlllate and residua! 
tuel 0U1 testing under 25 degrees a.p.I. 

475.10 Crude petroleum, topped crude petroleum, 3,336,311 3,309,848 1,363,023 
crude 1hal• oU, and dl1tlnate and residua! fuel olls, 
te1tlng 25 degr .. 1 a.p.I. or more. 

892.10 Pa11enger automobU11, 1nowmoblle1, trucks valued 52, 119 282,651 769,944 
lnler $1,000, and other ml1c1ftaneou1 v1hlcl11. 

660.48 Pl1ton-type engine• other than compre11lon-1gn1t~n for 513,505 599,259 585.370 
automobll11, lncludlng truck• and bu111. 

180.10 Coffee, crude, roasted or ground .••.••.•••..••••...•.•• 322,501 367,773 570,973 
888.12 Ignition wiring 11t1 and wiring 11t1 for tran1portatlon 308,277 471,745 519, 126 

equipment 
692.32 Parts n.1.p.f. of motor vehlcle1, not alloyed nor 394,614 406,844 465.175 

advanced beyond cleanlnQ, partly machined. 
800.00 U.S. good• retL111ed ..•.•.•.••.•••.••••••..•.•.••••..• 303,854 422,456 452,836 
512.21 Plaiter rock or gypsum, not ground and not wholly 7,392 182,481 366,022 

or partly calcined. 
685.90 Electrlcal apparatu1 for making or breaking electrical 292,658 309,080 365,230 

circuit•, protection of electrical circuits, and malclng 
connections to or In clrcu1t1. 

114.45 Shellfllh other than clam1, crab1, or oy1tere •••••.••.•... 389,603 312,299 357,338 
100.45 Cattle, welglMg 200 pounds or more but IM'1der 95,783 122,583 273,585 

700 pound• each 
682.60 Generator1, motor1, motor generators, converten, 213,091 190,027 252,818 

tran1formen, rectifying apparatue, lnducere, other 
electrical good1, and part1, n.e.1. 

805.20 Gold or lllver bulon, dore and precipitate• .•..•.••••••.•. 319,431 247,409 239,733 
178.50 Mac"*'91, n.1.p.f., and part1 thereof .•.•.••.••••.•••••. 183,295 282,934 217,012 
878.54 Parts of automatic data proce1llng machine• and (') ,,, 1223,325 

1.111t1 thereof, other than part1 Incorporating a 
cathode-r.ay tube. 

684.98 Televtslon recllver1 and part1 thereof, not having aa9,938 10~-053 195,702 
a picture tube, ·but with 1peclfled component1. 

885.08 Other televt1lon apparatu1 and parts thereof, n. e. 1 ..•.•.• 1226,871 11180,592 11187,245 
137.80 Tomatoes, fr•1h, chlled, or frozen, entered 98,208 95,999 172,355 

Mar. 1 to July 14, or Sept. 1 to Nov. 14, lnclu1lve, 
In any year. 

685.00 Printed circuit board• and ceramic 1Ub1trat11 •244,330 184,216 170,990 
with component• a111mbled thereon, for color 
teleV11lon1, n.e.1. 

Total .....................................•........ 11,390,195 12,395,499 9,916,258 
Total, U.S. Import• from Mexico •........•..•.••..•.••. 17,712,399 18,938,246 17, 198,360 

I Prior to Fib. 1, 1986, trade for TSUS Item ~78.54 WU reported under 878.52 (pert). Sine• tho•• portlonl Of 
TSUSA ltem1678.5230 (January 1984-Decln'ber 1985) and 871.5215 (January 1988) Ullgned to 878.54 .,. not 
known, th11e 1t1m1 were excluded from· ttie data above. 
1 Prior to Jan. 1, 1985, trade for TSUS Item 684.98 wa1 reported under 885.15. 
11 Prior to Jan. 1. 1985, trade for TSUS Item 685.08 wa1 reported under 685.22 and 685.19 (part). Since that 
portion ofTSUSA Item 685.1915 (January-March 1984) a11lgned to 685.08 11 not known, thl1 Item was excluded 
from the data above. In Jan.1985, 685.22 was reissued with different commodity coverage-thl1 data I• also 
not Included above. 
•Prior to Jan. 1, 1985, trade for TSUS Item 885.00 wa1 reported under 685.16. 

source: Complled from official 1tatl1tlc1 of the U.S. Department of commerce. 

Note.-Becau1e of rounding, f1Qur11 may not add to the tot.,1 lhown. 
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Table c-1 
Leading lt•m• exported to Taiwan, by Schedule 8 ltem1, 1114..al 

(In thou1and1 of dol1r1t 

Sched. B 
Item no. Description 1984 f985 1986 

175.41 Soybean1, other than IHd for plantlng •.•••.•••••••••••• $390,837 $321,720 $358,750 
887.90 Eleotronlo tubn, tranlittore, Integrated circuit•, 183,028 183,275 283,893 

diode•, rectlflera, mounted plezoelectrlo, related 
eleotronlo cry1tal oomponent1, and part1. 

130.34 Corn or maize, not donated for r•ll•f or charity ••••••••••• 424,915 374,299 271,002 
521.31 Coal; petroleum and other coke; compo11tlon1 of coal, 109, 180 134,044 157,377 

coke, or other oarbonaceoue material u .. d for fuel. 
120.14 wttole cattle Nd•• .................................... 117,280 112,247 155,687 
878.55 Part• of automatic data proce11tng, photocopying, 130,441 107,684 134,485 

calculatlng, accounting, and llmllar machln11 
Incorporating a oalculatlng ~hanlem. 

404.22 Polyoarboxylo acld1, anhydrlde1, and their derlvatlvH ••••• 20,087 92,527 132,218 
894.85 Part• for aircraft and 1pacecraft .•••••••••••••••••••••• 218,454 253,570 129,388 
130.85 Wl1•at t t It t I I I I I I I I I I It I I It t It It I I I I I I I I I I It I I I I I I I I 109, 118 99,082 101,505 
878.28 DIQltal central proc111lng unit• auxiliary 1torage unit• 82,885 85,293 87,888 

Input 11'11t• output unite, and combination• thereof. 
475.07 Crude petroleum topped crud• petroleum crude 141,114 20,878 85,321 

1hale ol and dlltlDr.i 1 and relldual fU•I oU• derived 
from petroleum, 1hale, or both. 

250.04 Wa1tepaper and paperboard 1crap paper and 73,320 81,897 74,233 
paperboard product• flt only for remanufactur• and 
flax and hemp flbere to be u .. d In paper-making. 

894.40 Airplane• It I I I I I It t I It I I I I I I I I I It I I It It t I I I I I I I I I I I I I 14,778 84,588 71,799 
885.SIO Electrloal apparatue for making, breaking, protecting, 55,748 50,327 71,648 

or comectlng to electrloal circuit•, 1Wftchboard1, 
and control panell, and part1 thereof. 

202.43 Hardwood kmber, rough, dre11ed, or worked, 33,855 37,459 88,321 
not treated with creo1ote or other permanent 
wood pre1ervatlve. 

807.08 Carbon 1teel and Iron watt• and 1crap •••••••••••••••••• 50,885 41,481 88,088 
878.50 Machine• n.e. 1., and part• thereof .•••••••••••••••••••• 40,311 58,081 83,010 
401.01 Benzene, tolUene, xylene1, cumene, naphthalene, 87,SIOS 64,377 59,970 

and other 1peclfled hydrocarbon•. 
250.02 Wood pulp, rag pulp, and other pulp• derived from 29,853 34,197 57,778 

cellulo1lc flbrou1 material• and 1ultabl• 
for papermaldng. 

885.20 Televlllon apparatu1 and part• thereof •••••••••••••••••• 51,481 38,082 54,885 

Total .....•........ , ...•........................... 2,352,881 2,232,644 2,482,981 
Total, U.S. export1 to Taiwan ••••••••.••••••••••••• , ••• 4,858,027 4,337,499 5,057,124 

Soc.re•: Compiled from official 1tatl1tlc1 of th• U.S. Department of Commerce. 

Note.-Becauee of rounding, flgur11 may not add to th• total• 1hown. 
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Table C-10 

Leading ltem1 Imported from Taiwan, by TSUS ltem1, 11U-ll 

(In thou1and1 of dolarl) 

TSUS 
Item no. Description 1984 1985 1986 

700.58 Footwear having uppers over 90 percent of exterior .717,898 •983,621 $1, 173, 108 
1urface area of rubber or plastlcs, n.e.1. 

878.30 Office machine•, n.1.p.f ••.••••••••••••••••••••••••••• 348,391 295,755 498,530 
384.80 Other women'•, girts', or Infant•' bloul81, body aulta '318,580 '339,885 439,342 

and 1hlrt1, and 1hlrt1 and aweatera, of manmade fiber•, 
knit, not ornamented. 

884.92 Complete televl1lon receiver• .......................... 1318,218 308,385 420,a2a 
727.35 Furniture of wood, other than chair• .•.••.••••.••••••••• 187,882 253, 125 395,811 
700.35 Footwear n.1.p.f., of leather, for men, youth• and boy1 287,407 341,849 373,787 
700.45 Leather footwear n.1.1., valued over $2.50 per pair, 178,801 229,801 347,789 

not for men, youths, or boya. 
881.08 Fane and blower•, and parta, n.1.p.f., Whether or not 328,258 328,785 344,515 

operated by hand or any kind of power unit. 
878.50 MactW111, n.1.p.f., and part• thereof ••••• , •••••••••• , •• 191,851 293,493 312,740 
878.54 Part• of automatic data proc111lng machine• and ,., (') 1337,443 

unltl thereof, other than part• Incorporating a 
cathode-ray tube. 

381.95 Men'• and boY•' coat1, HllCted 1hlrt1, 1ult1, trunk•, •279,022 •251,851 283, 188 
and other IWlmw•ar, trou11r1, 1lack1, and 1hort1, 
of manmade flbere, not knit. 

735.20 Puzzle•; game, 1port, gymnaetlo, athlltlo, or 137,057 172,788 279,304 
playgroll'1d equipment; and d the foregoing and 
partt thereof, n.1.p.f. 

727.70 Fa.rnlt&re and part• thereof, n.1.p.f ••••••••••••••••••••• '145,509 198,944 273,860 
884.58 Tlflphonl 11tt and other terminal equipment '130,833 128,785 244,480 

and partt thereof 
687.74 Electronlo tub11, not cathoda-ray tublt; trantlttort 214,588 207,484 230,539 

and related lllCtronlo cryttal component•; 
moW'lted plezoellctrto cryetal, and part•. 

878.15 Accounting, computing, and other data 98,225 190,331 229,587 
proc1111nQ machine• 

708.41 Other handbag• and luggage of t1xtl1 materlalt, 253,988 189,801 203,478 
n.1.p.f 

708.82 Luggage and handbag•, fitted or unfitted, 171,304 211,524 198,953 
of material• n.1.t 

772.35 Curtain•, drap11, napkin•, table covera, mate, 84,289 128,234 183,563 
1carv11, runnera, dolll11, centerplec11, 1llpcover1, 
and Hice furnl1hlng1, of rubber or pla1tlc1. 

685.90 EllCtrloaJ apparatu1 for making or breaking electrtoal 127,894 135,375 181,987 
circultt, protection of llectrtcal circuit•, and making 
connectlont to or In circuit•. 

Tot• .......................•....................•• 4,477,155 5, 183,498 8,950,402 
Total, U.S. lnlport1 from Taiwan •.••••••••••••••••••••• 14,708,380 18,354,353 19,770,812 

' Prtor to Sept. 1, 1985, trade for TSUS Item 384.80 wa1 reported &l'1dlr 383.80 (part). 
• Prtor to Jan. 1, 1985, trade for TSUS Item 884.92 wa1 reported under 885.11. 
• Prtor to Feb. 1, 1988, trade for TSUS Item 878.54 wa• reported under 878.52 (part). Since thol8 portions of 
TSUSA lteme878.5230 (January 1984-Decembtr 1985) and 878.5215 (January 1988) a11lgn1d to 876.54 are not 
known, thlH lt•m• were excluded from the data above. 
• Prier to Sept. 1, 1885, trade for TSUS Item 381 .95 wa1 reported under 379.95 (part). 
• Prtor to Apr. 1, 1984, trade for TSUS Item 727. 70 wa1 reported under 727. 55. 
• Prtor to J111. 1, 1885, trade for TSUS Item 884.58 wa1 reported under 884.82 (part). 

Scu'ce: Complld from official 1tatl1tlc1 of thl U.S. Department of Conwnerce. 

Note.-Becau11 of rounding, figure• may not add to th• totalt lhown. 
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Table C-11 
Leading Item• exported to the Republlo of Korea, by Schedule a ltem1, 1114-11 

(In thouundt of dolan) 

Sched. B 
Item no. Description 1984 1985 1986 

687.80 Electronlo tube•, trant11tor1, Integrated circuit•, $481,760 $438,980 $487,859 
diode•, rectlftere, mounted plezoelectrlc, related 
electronlo cry1tal component•, and part•. 

120.14 W11ol• cattle hld11 .................•.................. 242,839 287,353 445,780 
130.85 Wtteat •..•••..............•.......•...•...•••...••.. 293,819 270, 158 240,388 
807.08 Carbon 1teel and Iron watt• and 1crap .................. 158,710 155,831 239,278 
694.85 Part• for aircraft and epacecraft •••••••••••••••••••••.• 258,738 274,543 209,951 
175.41 Soybeane, other than 1Hd for planting ••••..••••••••.••• 188,788 185,478 208,091 
521.31 Coal, petroleum and other coke, and compolltlon• 121,780 157,087 158, 182 

of coal, coke, or other carbonaceou1 matertal 
Ulld for fuel. 

300.10 Cotton, not carded, not combed, and not llmllarlly 418,823 332,891 142,088 
prOCllHd, having a ttaple length lt'1der 1-1/8 lnchet. 

130.34 Corn or maize, not donated for relef or charity ••••••••••• 327,829 209,888 129,958 
878.50 Machk'tl1 n.e.1, and part1 thereof ..•.•..•..•.•••..•..•. 117,818 180,740 128,892 
878.55 Part• of automatic data proc11t1ng, photocopying, 75,442 103,204 119,443 

calcula~. accounting, and llmlar mac~• 
Incorporating a calculating mechanl1m. 

250.02 Wood pulp: rag pulp; and other pulp• derived from 75,573 77,099 117,540 
celluloelc flbrou• material• and 1ultabl• 
for papermaldng. 

200.35 Loge, eoftwood and hardwood, lncludlng pulpwood, 87,745 98, 141 105,718 
In the rough, 1plt, hewn, or roughly tided or 1quared. 

250.04 Wutepaper and paperboard, ecrap paper and 103,387 72,318 103,539 
paperboard, product• flt only for remanufact1.re, 
and flax and hlmP flbere to be u1ed In paper making. 

878.28 Digital central proc••llna &111t1 auxlary 1torage mitt 84,994 89,118 78,157 
Input &111t1, output &111t1, and combination• thereof. 

404.22 Polycarboxylo acid•, anhydrld11, and their dertvatlv•• •• , . , 47,383 83,038 72,282 
884.05 Excava~. leveling, boring, and extracting machinery, 20,571 38,883 89,092 

excluding front-end loadere, pie drlvere, 
not Hit.propelled 1now plowt, and part1. 

884.82 Electrical telegraph (lncludlng printing and typewriting) 100, 108 98, 144 81,582 
and telephone apparatu• and ln1trument1, 
and part1 thereof, n.1.p.f. 

431.04 Chlorinated halogenated hydrocarbon• .•••••••••.•••••••• 29,744 39,410 81 ,208 
885.90 Electrical apparatu• for making, breaking, protecting, 59, 131 48,928 81,079 

or connecting to electrical circuit•, twltchboard1, 
and control panel•, and part• thereof. 

Total .............................................. 3,270,357 3, 158,788 3,214,044 
Tot-. U.S. export• to the Republo of Korea ••• , •••.••••• 5,785,988 5,888,503 5,795,704 

Source: Complied from official 1tatl1tlc1 of the U.S. Department of Commerce. 

Note·.-Becaue• of rOW1dlng, flg\r•• may not add to the total• 1hown. 
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Table C-12 

Leading Item• Imported from KorH, by TSUI 1tem1, 1114-11 

(In thouland1 of dolart) 

TSUS 
Item no. Description 1984 

892. 10 Pa11enger automobllH, 1nowmobD11, truck• valUed 15,018 
under $1,000, and other m11cllaneou1 vehlcla1. 

700.35 Footwear n.1.p.f., of leather, for men, youth•. and boy1 .• 324,145 
700.45 L•ather footwear n.e.1., vaJued over $2.50 per pair, 173,200 

not for men, youth1, or boy1. 
887.74 Electronlo tube1, not cathode-ray tub••: tran1l1tor1 721,851 

and related ellctronlc cry1tal component•: 
mounted ptezoelectrtc cry1tal, and part1. 

737.30 Stuffed toy ttgur11 of animate ob)ect1, valued over 170,388 
1 O cent1 per Inch of height. 

88'.92 Complete televlllon recelver1 .•.•.••.....•..••..••...•. '409,432 
381.95 Men'• and boy1• coat1, 11lected 1~1. 1ult1, trunk•, 1357,038 

and other awtmwear, trou11r1, 1lack1, and 1hort1, 
of manrnade flber1, not knit. 

885.40 Tape recorderl and clctatlon and tran1crlblng 77,398 
machk191, and part1 thartof. 

88'.25 Microwave oven1 ....••......••.•....••...••.••.....•. 173,589 
38'.53 Women'•, glrl1', lnfnnt1' wearing apparel, knit, 134,987 

not ornamented, ot vegetable fiber except cotton, 
not 1ubJect to 1peclfl1d fiber r11tralnt1. 

38'.80 Other women• 1, ~·· , or lnfant1' blou111, •187,548 
body 1ult1 and 1hlrt1, and 1hlrt1 and 1weater1, 
of manrnadl flber1, knit, not ornamented. 

791.78 Leather we.mg -s>Parll, n.1.p.f., other than 252,722 
reptll leather, and other than In chief WllQht 
of textll matertal. 

878.50 Machlnl1, n.1.p.f,, and part• thertof •••••••••••••.••••• 179,773 
878.15 Accounting, computing, and other data 29,838 

pr'OCllN1g machk1e1 
724.45 Magnetic recording media, no material 38,990 

recorded thereon 
772.51 ~tlctli'e1. n.e.1 ................................ 158, 188 
810.32 Iron 91' 1tlll plpe1,and tub11, Wiided, jointed, 270,520 

or 11amld, not aloyed, 0.375 Inch or more 
In outlldl clameter. 

878.30 Office machlrle1. n.1.p. f ....•..•.........•...•.....••. 119,023 
338.59 Woven fabric•, of manmade fiber•, except containing 1108,493 

over 17 percent wool, and except of QI•~•. 
384.91 Other women' 1, glt11', or Infant•' blou111, coat1, 1135,983 

lhlrt1, etc. , of manrnade fiber•, not knit, 
not ornamented, and not folklore. 

Total ..................•......•..............•.•... 3,908,315 
Total, U.S. Import• from Korea ..•••••••.•.•••.••.••.•• 9,295,050 

' Prior to Jan. 1, 1985, trade for TSUS Item 88'.92 wa1 reported under 885.11. 
I Prior to Sept. 1, 1985, trade for TSUS Item 381.95 WAI reported under 379.95 (part). 
• Prior to Sept. 1, 1985, trade for TSUS Item 384.53 wa1 reported &l'lder 383.52 (part). 
•Prior to Sept. 1, 1985, trade for TSUS Item 384.80 wu reported Ll'lder 383.80 (part). 

1986 1986 

$5,148 $798,885 

528, 171 883,083 
289,741 482,831 

409,307 438,375 

2~7.058 357,487 

247,383 357,109 
1330,000 333,258 

172,753 307,099 

219,848 292,411 
~145,553 253,738 

•193, 199 248,511 

225,407 241,088 

202,544 221,415 
59,550 205,745 

98,815 188,977 

181,808 182,928 
289,143 159,448 

180,898 158,551 
1125,923 1158,213 

1115, 158 1129, 187 

4,207,279 8,113,873 
9,988,383 12,882,819 

1 Statl1tlcal reporting number• Ll'lder TSUS 338.50 were rt111ued with clfferlnt commodity coverage on Apr. 1, 
1985. TSUS Item 338.59 was 11tabl1hld to proVlde reporting n&.mber1 cl1tlnct from tho11 ueed prior to thl1 date. 
Tradecarryover of $33,998 for Item 338.50 wa1 reported In 1988, and Included above. 
I Prior to Sept. 1, 1985, trade for TSUS Item 384.91 Wal reported &l'ldlr 383.90 (part). 

Source: Compllld from official statlsttc1 of the U.S. Department of Conwnerce. 

Note.-Becau1e of rOW1dlng, figures may not add to the total• 1hown. 
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Table C:-13 
Leading Item• exported to Brazll, by Schedule B ltem1, 118'-ll 

(In thouaand1 of doRant 

Sched. B 
Item no. Description 1984 1985 1986 

521.31 Co.i: petrolawn and other coke: and compo11tlon1 $250,178 $307, 190 $279, 195 
of coll, coke, or other carbonacaou1 material 
UHd for fuel. 

894.40 Airplane• I I I It t t t I I I I It It I I I I I It I It t It t t t t t t t t t t t I I It 28,539 238,915 218,041 
885.27 RacloteleQraphlo, raclot•l•phonlo, and 80,717 103,845 205,383 

radlobroadcaitlng tran1ml11lon and reception 
apparatue, and part• thereof, n.a.p.f, 

878.55 Part• Of automatic data proc111lng, photocopying, 151 ,974 173,004 205,023 
oaloulatlng, accounting, and 1lmllar machine• 
Incorporating a caloutatlng mechanl1m. 

480.10 Fertlllzn and fertilizer matarlll1 •••••••••••••••••••••••• 1113,769 185,997 158,004 
130.34 Com or maize, not donated for r•D•f or charity ••••••••••• 11,339 84, 183 131,278 
880.54 Part• of compre11lon-lgnltlon piston-type 89,805 72,728 110,947 

engines, and non.pl1ton-type engln11. 
894.85 Parts, for ucraft and spacecraft ••••••••••••••••••••••• 83,000 89,474 108,838 
884.05 Excavating, leveling, boring, and extracting 104,379 92,458 107,903 

machk1ery, excluding front-end loadlt'I, pile 
drlvn, not Hlf-propeled 1now plow•, and part1. 

887.80 Electronlo tub••· tranll1tor1, Integrated olrcult1, 43,488 58,827 84,094 
dlode1, rectifiers, mounted plezoel1ctrlo, related 
electronic cry1tll componant1, and part1. 

433.10 Chemlcal mixture• and preparation•, n.e.a 111111 I I I ltll I 57,418 47,588 71,858 
892.29 Part• of motor v1hlcl11. . •..••••.••.••••••.••..•.•••.•. 28,894 80,011 71,477 
130.85 W1111t I I I I I I I It I I I I I I It I I I I I I I I I I I I I I I It I I I I I I I I I I I I 395,834 307,992 85,938 
175.41 Soybeans, other than Hid for plantlng •••••••••••••••••• 45,757 65,232 
878.28 Dlgltal central proc111lng unit•, auxUlary 1torag1 units, 43,204 59,497 83,283 

Input units, output unite, and combination• thereof. 
448.15 Synthetic rtJbber • I ••••••••• I I •• I I ••• I ••••••••••••••• I I 48,240 47,435 57,444 
115.50 Nonfat dry mlllc, containing not over 3 percent 10,315 14,952 58,210 

of butterfat 
130.50 Rice, paddy or rough ................................. 52,482 
131.30 Ric• t rl1led I I I I I I I I I I I I I I I I I I I t I I I I I I I I I I t I t I I I I I I I I I 74 99 37,480 
108. 10 Beef and ve.i, carca1H1 and primal cut1, 32,388 

excluding off.i, fr11h, chlled, or frozen. 

Total •••••••••••••••••••••••••••••••••• , ••••••••••• 1,499,185 1,847,733 2,180,253 
Total, U.S. exports to BrazM ••••••••••••••••••••••••••• 2,585,245 3,058,782 3,748,982 

1 To avoid dl1clo1ure of confld1ntlll bu1lne11 Information, trade 1tat11tlo1 under Schedule B Item• 480.25 through 
480.95 were combined and pre1ented under Item No. 480.10, effective July 1, 1985. 

Source: CompAed from offlclal 1tatl1tlc1 of th• U.S. Department of Commerce. 

Note.-Baoause of rounding, ftgure1 may not add to th• total• shown. 
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Table C-14 
Leading Item• Imported from Brazil, by TSUS ltem1, 1184-81 

(In thou1and1 of donar1) 

TSUS 
Item no. Detcrlptlon 1984 1986 1986 

700.45 LHther footwear n.e.1., valued over $2.50 per pair, $725,490 $737,980 $700,484 
not for men, youth1, or boy1. 

180.10 Coffee, crude, rollted or grOll'ld ••••••••••••••••••••••• 877,889 870,002 503,380 
115.21 Orange juice, concentrated or made from a juice (') 869,883 352,317 

having a dear'M of concentration of 1.5 or more, 
not over 1 percent ethyl alcohol by volume. 

475.25 Motor fuel, lnoludlng guolnt and jet fuel ••••••.••.••.••• 378,517 319,542 225, 131 
812.10 Pueenger automoble1, enowmoblle1, truck• valued 15,847 38,759 217,257 

under $1,000, and other mllotlaneoul vthlcl••· 
112.32 Part• n.1.p.f. of motor vthlcle1, not doyed or 121,988 184,043 190,724 

advanced beyond clear*1g, partly machined. 
151.35 Cocoa °b&lttw •••••••••••••••••••••••••••••••••••••••• 75,585 119,888 139,068 
ltl.02 Unwrought ak.rnlru'n n. •· 1. , other than aDoy1 48,852 31,853 128,775 

of allrilum 
475.05 Crud9 petroleum, topped crud• petroleum, 312,088 234.472 123,830 

crude lhale ol, cl1tlate, and r11lduaf fuel 001 
teltlng &l'1der 25 degrHI a.p.I. 

180.48 Pllton-type englnel other than compre11lon-lgnltlon 205,387 203,068 108, 113 
for 1Utornobh1, lnoludlng truck• and bu111. 

700.35 Footwear n.1.p.f., of leather, for men, 109,954 118,904 104,345 
youthl, and boy• 

170.35 Pier tobacco, cigarette leaf, 1temm9d, mixed, 50,378 103,958 103,411 
or packed With Oto 35 percent wrapp•r tobacco. 

772.51 Prllf.ITlatlo tlr••· n.... . ............... I • I ••••••• I ••••• 74,828 97,845 99,085 
114.45 Shelftlh other than clam1, crab1, or oy1ter1 .•.•••••••••• 114,044 117,944 98,479 
171.50 M~•. n.1.p.f., and part1 thereof •••••••.••••••••••• 44,339 34,949 98,479 
155.20 Sugare, eyrup1, and mola1111, derived from 129,071 128,480 94,218 

eugar cane or eugar bfft1, prlnclpally or 
oryttalne ltr'Uot1.re, or In dry amorphou1 form. 

805.20 Gold or elver bulon, dore and preclpltatu ..•••.••.•..••• 29,278 43,922 90,890 
145.44 Ca1hewe, lhtled, blanched, or otherwt11 50,385 81,838 89,482 

prepared or pruerved 
250.02 Wood pulp, rag pulp, and other pulps derived from 84,482 88,283 88,794 

ctlulollc ftbroue material• and 1Ultable 
for plpel'maldng. 

1'30.20 CoffH, loluble or ln1tant, not containing 1ugar 119,930 98,837 87,821 
or other additive• 

Total .............................................. 3,347,928 4,077,788 3,837,840 
Total, U.S. lrnport1 from BrlZll ••••••••••••••••••.•.•••• 7,207,997 7,545,259 8,882.597 

1 Prior to Jan. 1, 1985, trade for TSUS Item 185.29 wa1 reported under 185.30 (part) and 185.35 (part). Since 
tho1tportlon1 of TSUSA 1tem1 185.3050 and 185.3540 (January-December 1984) a11lgned to 185.29 are not 
known, th81e Item• were excludedfrom the data above. 

Source: Complied from official 1tatl1tlc1 of the U.S. Department of Commerce. 

Note.-Becau11 of rounding, ftguree may not add to th• total• 1hown. 
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