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PREFACE

The annual Operation of the Trade Agreements Program report is one of the
principal means by which the U.S. International Trade Commission (USITC) provides
the U.S. Congress with factual information on trade policy and its administration. The
report also serves as a historical record of the major trade-related activities of the United
States, for use as a general reference by Government officials and others with an interest
in U.S. trade relations. This report is the 41st in a series to be submitted under section
163(b) of the Trade Act of 1974 and its predecessor legislation.! The trade agreements
program includes “all activities consisting of, or related to, the administration of
international agreements which primarily concern trade and which are concluded
pursuant to the authority vested in the President by the Constitution. . .” and
Congressional legislation?. Among such laws are the Reciprocal Trade Agreements Act of
1962, the Trade Act of 1974, the Trade Agreements Act of 1979, the Trade and Tariff
Act of 1984, and the Omnibus Trade and Competitiveness Act of 1988.

The report consists of a summary, an overview, five chapters, and a statistical
appendix. The overview sketches the economic and international trade environment
within which U.S. trade policy was conducted in 1989. Chapter 1 treats special topics
that highlight developments in trade activities during the year. Chapter 2 focuses on
activities in the General Agreement on Tariffs and Trade (GATT), the main area of
multilateral trade agreement activities. Such activities outside the GATT are reported in
chapter 3. Chapter 4 discusses bilateral relations between the United States and its major
trading partners. The administrative actions taken under U.S. laws, including decisions
taken on remedial actions available to U.S. industry and labor, are discussed in chapter
5. The period covered in the report is calendar year 1989, although occasionally, to
enable the reader to understand developments more fully, events in early 1990 are also
mentioned.

' Sec. 163(b) of the Trade Act of 1974 (Public Law 93-618, 88 Stat. 1978) directs that “the
International Trade Commission shall submit to the Congress, at least once a year, a factual report on
the operations of the trade agreements program.”

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

Selected Issues in Trade Agreements Activities In 1989

Chapter 1 of this report highlights four significant trade developments in 1989: the
first-year experience under “Super 301", a new provision of U.S. law; the emergence of
certain Eastern European economies; the liberalization of trade measures affecting
United States-Mexican trade; and the evolution of a bilateral trade agreement between
the United States and the Soviet Union.

During its first year of operation, three priority countries with restrictive trading
practices were identified urider the Super 301 provision of the Trade Act: Brazil
(quantitative import restrictions, import bans and restrictive licensing); Japan
(exclusionary government procurement practices for satellites and supercomputers and
technical barriers to trade in forest products); and India (performance requirements in
investment and barriers to trade in services). During 1989, no “priority countries”! were
designated under the Special 301 provision of the Trade Act. Rather, 25 countries were
singled out for special attention. Seventeen were placed on a “Watch List”: Argentina,
Canada, Chile, Colombia, Egypt, Greece, Indonesia, Italy, Japan, Malaysia, Pakistan,
Philippines, Portugal, Spain, Turkey, Venezuela, and Yugoslavia. Eight were placed on a
“Priority Watch List” (Brazil, India, Mexico, the People’s Republic of China (PRC),
Korea, Saudi Arabia, Taiwan, and Thailand).

The democratization that occurred in Eastern Europe during 1989 accelerated
economic reforms in the region and prompted an immediate improvement and
expansion in U.S. commercial relations with the countries of that region. President
Bush'’s visit to Poland and Hungary in 1989 coincided with the opening of a new epoch in
U.S. relations with these countries, and led to introduction of the East European
Democracy Act of 1989, which became the centerpiece of comprehensive U.S. financial
support and assistance to Poland and Hungary during the year.

In October 1989, President Bush and Mexico’s President Salinas signed an
agreement, entitled the “Understanding Between the Government of the United
Mexican States and the Government of the United States of America Regarding Trade
and Investment Facilitation Talks” (TIFTs), to facilitate negotiations between the two
countries on expansion of trade and investment opportunities. The topics for initial

negotiations included expanding trade and investment in petrochemicals and product
standards issues.

Bilateral trade between the Soviet Union and the United States was an important
topic of discussion at the Malta summit meeting between President Bush and President
Gorbachev in December 1989. The two leaders agreed to undertake negotiations to draw
up a trade agreement by June 1990 that would cover the mutual extension of MFN
treatment; economic projects on finance, agriculture, statistics, and small business
development; the establishment of a stock exchange and an antimonopoly policy in the
Soviet Union; and a bilateral investment treaty.

The General Agreement on Tariffs and Trade
and the Tokyo Round Agreements

The General Agreement on Tariffs and Trade (GATT) is a multilateral agreement
drafted 43 years ago that sets forth general rules of conduct for trade between signatory
countries. The GATT is both a comprehensive set of rules governing most aspects of
international trade, and a forum for multilateral trade negotiations and dispute resolution
among the contracting parties. GATT membership grew to 97 members in 1989 (when
Bolivia acceded), with several more countries seeking to accede. GATT activities during
1989 are reviewed in chapter 2.

' I.e. countries which fail to p