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Preface

This report is the 70th in a series of annual reports submitted to the U.S. Congress under section 163(c)
of the Trade Act of 1974 (19 U.S.C. 2213(c)) and its predecessor legislation. Section 163(c) states that
“the International Trade Commission shall submit to the Congress at least once a year, a factual report
on the operation of the trade agreements program.”

This report is one of the principal means by which the U.S. International Trade Commission provides
Congress with factual information on trade policy and its administration for 2018. 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 by congressional legislation.
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Acronyms Term

AGOA African Growth and Opportunity Act

AIT American Institute in Taiwan

APEC Asia-Pacific Economic Cooperation forum

ASEAN Association of Southeast Asian Nations

ATAP U.S.-Israel Agreement on Trade in Agricultural Products
BDCs beneficiary developing countries

BEA Bureau of Economic Analysis (USDOC)

Brexit Britain’s vote to leave the European Union
CAFTA-DR Dominican Republic-Central America-United States Free Trade Agreement
CARICOM Caribbean Community and Common Market

CBERA Caribbean Basin Economic Recovery Act

CBP Customs and Border Protection (USCBP)

CBTPA Caribbean Basin Trade Partnership Act

CEC Commission for Environmental Cooperation (NAFTA)
CED Comprehensive Economic Dialogue

CITES Convention on International Trade in Endangered Species of Wild Fauna and Flora
CLC Commission for Labor Cooperation (NAFTA)

CNL competitive need limitation

COMESA Common Market for Eastern and Southern Africa
CRS Congressional Research Service

CSPV crystalline silicon photovoltaic (cells)

CTI Committee on Trade and Investment (APEC)

CTPA U.S.-Colombia Trade Promotion Agreement

CVvD countervailing duty

DFAT Department of Foreign Affairs and Trade (Australia)
DSB Dispute Settlement Body (WTO)

EC European Commission
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EDA Economic Development Administration (USDOC)
EGA Environmental Goods Agreement

EIA U.S. Energy Information Administration
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ETA Employment and Training Administration (USDOL)
EU European Union

FAS Foreign Agricultural Service (USDA)

FDA Food and Drug Administration

FDI foreign direct investment

Fed. Reg. Federal Register

FMCSA Federal Motor Carrier Safety Administration

FTA free trade agreement

FTAAP Free Trade Area of the Asia-Pacific

FTC Free Trade Commission

FY fiscal year

GATT General Agreement on Tariffs and Trade

GCC Cooperation Council for the Arab States of the Gulf (Gulf Cooperation Council)
GDP gross domestic product

GFSEC Global Forum on Steel Excess Capacity

GMP Good Manufacturing Practice
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GPA
GSP
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KORUS
LDBDC
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MOU
MSMEs
MRA
MRL
mt
n.d.
NAALC
NAFTA
NAO
n.e.s.o.i
n.i.e.
NTPA
NTPP
NTR
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OPEC
OTEXA
PSU
PTPA
Pub. L.
RTA
S&ED
SACU
SAT
SMEs
SPS
SSA
TAA
TAAEA
TAARA
TICFA
TIFA
TiVA

Agreement on Government Procurement (WTO)
Generalized System of Preferences

global value chain

Haiti Economic Lift Program

Haitian Hemispheric Opportunity through Partnership Encouragement Act
Harmonized Tariff Schedule of the United States
International Centre for Settlement of Investment Disputes
information and communications technology

Bureau of International Labor Affairs (USDOL)
International Monetary Fund

intellectual property

intellectual property rights

Information Technology Agreement (WTO)
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micro, small, and medium-sized enterprises

mutual recognition agreement

maximum residue limit

metric tons

not dated

North American Agreement on Labor Cooperation (NAFTA)
North American Free Trade Agreement
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not elsewhere specified or included

not included elsewhere

Nepal Trade Preferences Act

Nepal Trade Preference Program

normal trade relations (U.S. equivalent to most-favored-nation treatment)
Organisation for Economic Co-operation and Development
World Organisation for Animal Health (Office International des Epizooties)
Organization of the Petroleum Exporting Countries

Office of Textiles and Apparel (USDOC)

Policy Support Unit (APEC)

U.S.-Peru Trade Promotion Agreement

Public Law

regional trade agreement

Strategic and Economic Dialogue (U.S.-China)

Southern Africa Customs Union

Tax Administration Service (Mexico)
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sanitary and phytosanitary (standards)
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Trade Adjustment Assistance

Trade Adjustment Assistance Extension Act

Trade Adjustment Assistance Reauthorization Act of 2015
Trade and Investment Cooperation Forum Agreement
Trade and Investment Framework Agreement

Trade in Value Added (OECD-WTO initiative)
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TPA trade promotion agreement

TPEA Trade Preferences Extension Act
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TPP Trans-Pacific Partnership
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TRIPS Trade-Related Aspects of Intellectual Property Rights agreement (WTO)
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UN United Nations
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USITC U.S. International Trade Commission

USTR U.S. Trade Representative

WAEMU West African Economic and Monetary Union

WTO World Trade Organization

U.S. International Trade Commission | 13



The Year in Trade 2018

14 | www.usitc.gov



Executive Summary

Executive Summary

This report on the operations of the trade agreements program is prepared by the U.S. International
Trade Commission (Commission or USITC) as required by section 163(c) of the Trade Act of 1974. The
70th in a series, this report covers trade-related actions in the calendar year 2018.

The level of U.S. imports and U.S. exports of goods and services depends on many factors, including the
strength of the U.S. and global economies. Growth in these economies contributes to growth in cross-
border trade. The rate of global economic growth fell slightly from 3.8 percent in 2017 to 3.6 percent in
2018, reflecting slower growth in advanced as well as emerging and developing economies. The
economies of advanced countries grew 2.2 percent in 2018 compared with 2.4 percent in 2017. The
growth rate of emerging-market and developing economies also dropped—from 4.8 percent in 2017 to
4.5 percent in 2018 —and was primarily due to a slight dip in the growth rates of the Chinese and Indian
economies over this period. All of the United States’ eight major trading partners showed slower growth
rates in 2018 than in 2017.% Economic growth in the United States, however, accelerated in 2018: U.S.
real gross domestic product (GDP) increased 2.9 percent in 2018, compared to an increase of 2.2
percent in 2017.

In 2018, the U.S. dollar appreciated 5.5 percent against a broad trade-weighted index of major foreign
currencies, as well as against most of the currencies of its main trading partners. Between January 1 and
December 31, 2018, the U.S. dollar appreciated by 9.6 percent against the Indian rupee; 9.1 percent
against the Canadian dollar; 6.5 percent against the British pound sterling; 5.9 percent against the
Chinese yuan; 5.2 percent against the euro; and 0.8 percent against the Mexican peso. Over the same
period, the U.S. dollar depreciated by 2.2 percent against the Japanese yen.

Both U.S. exports and U.S. imports of goods increased in value in 2018. The value of U.S. merchandise
exports totaled $1,664.1 billion in 2018, up 7.6 percent ($117.8 billion) from $1,546.3 billion in 2017.
The value of U.S. merchandise imports totaled $2,541.3 billion in 2018, up 8.6 percent (5200.5 billion)
from $2,340.8 billion in 2017. The largest increase in U.S. exports was in energy-related products,
whereas the largest increase in U.S. imports was in chemicals and related products. None of the U.S.
economy’s broad merchandise sectors experienced a trade surplus in 2018.%2 Overall, U.S. imports
increased more than U.S. exports, resulting in an $82.7 billion increase in the U.S. merchandise trade
deficit that brought it to $877.2 billion in 2018 (figure ES.1). This year, the merchandise data used in this
report is available through a supplemental trade dataset accompanying the report at publication.

U.S. two-way cross-border trade in private services, which excludes exports and imports of government
goods and services not included elsewhere (n.i.e.), increased 3.8 percent between 2017 and 2018. U.S.
exports of private services grew 3.4 percent to $805.7 billion in 2018, while U.S. imports of private

! The eight major U.S. trading partners discussed in this report are the European Union, China, Canada, Mexico,
Japan, the Republic of Korea (South Korea), India, and Taiwan.

2 These merchandise sectors are defined by the U.S. International Trade Commission (USITC) in the Harmonized
Tariff Schedule of the United States (HTS), which classifies tradable goods. Each USITC digest sector encompasses a
number of 8-digit subheadings. The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in
U.S. Merchandise Trade, 2016, September 2017. “Special provisions” is not considered a merchandise sector; it
represents trade under HTS chapters 98 and 99.
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services grew 4.3 percent to reach $544.3 billion in 2018. As a result, the U.S. surplus in private services
increased 1.5 percent to $261.4 billion.

Figure ES.1 U.S. trade balance in goods and services, 2004—-18
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Source: USDOC, BEA, U.S. International Transactions, Services, & IIP, “Table 1.2: U.S. International Transactions, Expanded Detail,” June 20,

2019.
Note: Underlying data can be found in appendix table B.1.

Key Trade Developments in 2018

Administration of U.S. Trade Laws and Regulations

Safeguard actions: The Commission conducted no new safeguard investigations during 2018 under
sections 201-204 of the Trade Act of 1974 or under any of the provisions that implement safeguard
provisions in free trade agreements (FTAs) involving the United States.

Two global safeguard measures were in effect during most of 2018. In early 2018, the President imposed
new safeguard measures on imports of certain crystalline silicon photovoltaic cells and on imports of
large residential washers.

Section 301: There were two ongoing investigations in 2018 under section 301 of the Trade Act of 1974.
The first investigation was instituted in 1987 and concerned various European Union (EU) meat
hormone directives, which prohibit the use of certain hormones that promote growth in farm animals.
Following a successful challenge at the WTO, the United States imposed additional duties on certain
imports from the EU in 1999. In 2012, the United States and the EU signed a provisional settlement, and
the United States lifted the additional duties. In December 2016, representatives of the U.S. beef
industry filed a request with the Office of the U.S. Trade Representative (USTR) asking that the
additional duties be reinstated, and USTR initiated a process to consider whether to reinstate the
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additional duties. In 2018, the EU Commission received a mandate from the EU Council to begin formal
negotiations with the United States.

The second investigation was self-initiated by USTR in August 2017. In April 2018, USTR determined that
the acts, policies, and practices of the Government of China related to technology transfer, intellectual
property, and innovation covered in the investigation are unreasonable or discriminatory and burden or
restrict U.S. commerce. In response, the United States imposed in two installments (tranches) an
additional 25 percent ad valorem tariff on certain Chinese goods with an approximate annual trade
value of $50 billion in July and August 2018, and initiated a World Trade Organization (WTO) dispute
settlement case against China. In September 2018, the United States imposed an additional 10 percent
ad valorem tariff on a third tranche of Chinese goods with an approximate trade value of $200 billion.

Special 301: In the 2018 Special 301 Report, USTR examined the adequacy and effectiveness of
intellectual property rights protection in more than 100 countries. The report listed 12 countries on the
priority watch list (Algeria, Argentina, Canada, Chile, China, Colombia, India, Indonesia, Kuwait, Russia,
Ukraine, and Venezuela) and 24 countries on the watch list. The 2018 Out-of-Cycle Review of Notorious
Markets report highlighted 33 internet-based markets and 25 physical marketplaces in 19 countries that
reportedly engage in or facilitate substantial copyright piracy and trademark counterfeiting.

Antidumping duty investigations: The Commission instituted 31 new antidumping investigations and
made 34 preliminary determinations and 52 final determinations during 2018. Antidumping duty orders
were issued by the U.S. Department of Commerce (USDOC) in 41 of the final investigations on 16
products from 22 countries.

Countervailing duty investigations: The Commission instituted 22 new countervailing duty
investigations, and made 25 preliminary determinations and 21 final determinations during 2018.
Countervailing duty orders were issued by USDOC in 18 of the final investigations on 13 products from 8
countries.

Sunset reviews: During 2018, the Commission instituted 34 sunset reviews of existing antidumping duty
and countervailing duty orders and suspension agreements, as required by law, either five years after
their initial publication or five years after publication of a subsequent determination to continue them.
The Commission completed 55 reviews, resulting in the continuation of 50 antidumping duty and
countervailing duty orders for up to five additional years, as well as the termination of 2 orders and the
revocation of 3 orders.

Section 129 investigations: Section 129 of the U.S. Uruguay Round Agreements Act established a
procedure by which the Administration may respond to adverse WTO panel or Appellate Body reports in
trade remedy cases. On March 29, 2018, India requested the establishment of a WTO compliance panel
to review the consistency of the United States’ section 129 determinations with its WTO obligations in
connection with the recommendations and rulings of the WTO Dispute Settlement Body (DSB) in United
States—Countervailing Measures on Certain Hot-Rolled Carbon Steel Flat Products from India (DS436).
The panel is expected to complete its work and issue its report in 2019.

On June 4, 2018, USDOC completed a section 129 proceeding, carried out in connection with the
recommendations and rulings of the WTO DSB in United States—Anti-Dumping and Countervailing
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Measures on Large Residential Washers from Korea (DS464), and revised certain aspects of its original
determination.

Section 337 investigations: During calendar year 2018, there were 130 active section 337 investigations
and ancillary proceedings alleging unfair import practices, such as patent infringement. Sixty-four of
these proceedings were instituted in 2018. Of the 64 new proceedings, 50 were new section 337
investigations and 14 were new ancillary (secondary) proceedings relating to previously concluded
investigations. The Commission completed a total of 61 investigations and ancillary proceedings under
section 337 in 2018, and issued 3 general exclusion orders, 12 limited exclusion orders, and 34 cease and
desist orders.

Section 337 proceedings active in 2018 involved a wide variety of products. As in prior years, technology
products were the single largest category, with approximately 38 percent of the active proceedings
involving computer and telecommunications equipment and another 6 percent involving consumer
electronics. The second-largest category was pharmaceuticals and medical devices, which were at issue
in about 13 percent of the active proceedings. Automotive, manufacturing, and transportation products
were at issue in about 12 percent of the active proceedings, and small consumer products were at issue
in about 9 percent of the proceedings.

Section 232 national security investigations: On March 8, 2018, the United States announced an
additional 25 percent ad valorem additional tariff on imports of certain steel products and a 10 percent
ad valorem tariff on certain aluminum products, effective March 23, 2018 (see table ES.1 for a summary
of related actions by major U.S. trading partners in response). These duties were applied following
investigations into the national security implications of U.S. steel and aluminum imports under section
232 of the Trade Expansion Act of 1962. Certain countries were exempted from these tariffs, on a
permanent or temporary basis. The Secretary of Commerce initiated two additional investigations under
section 232 in 2018: one on imports of automobiles, including cars, SUVs, vans and light trucks, and
automobile parts (initiated on May 23, 2018) and a second on imports of uranium (initiated on July 18,
2018).
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Table ES.1 Section 232 steel and aluminum tariffs and retaliatory actions, 2018 developments for major
trading partners

Subject to 25% tariff
on steel exports and
10% tariff on
aluminum exports to
the United States at

Date 232 tariffs
applied to

Retaliation by trading partner

Country yearend 2018? trading partner in 2018? WTO action in 2018?

EU Yes June 1, 2018 Yes. Retaliated with maximum  Yes (DS548).

25% tariffs on a first stage of Consultations requested
products effective June 22, by EU on June 1, 2018.
2018.
China Yes March 23, 2018 Yes. Retaliated with 15-25% Yes (DS544).
tariffs on a range of products Consultations requested
effective April 2, 2018. by China on April 5, 2018.
Canada® Yes June 1, 2018 Yes. Retaliated with tariffs on Yes (DS550).
steel, aluminum and other Consultations requested
products effective July 1, 2018. by Canada onJune 1,
2018.
Mexico® Yes June 1, 2018 Yes. Retaliated with suspension Yes (DS551).
of North American Free Trade  Consultations requested
Agreement (NAFTA) preferential by Mexico on June 5,
duty rates, imposing tariffs of 2018.
up to 25% on steel, aluminum,
and agricultural products
effective June 5, 2018.

Japan Yes March 23,2018 No Yes. Japan notified the
WTO of its intent to
impose retaliatory tariffs
on May 18, 2018, but
took no further action in
2018.

South Subject to quota on May 1, 2018 No No

Korea steel exports and 10%  (for both steel

tariff on aluminum quota and
exports to the United  aluminum
States tariff)

India Yes March 23,2018 No Yes (DS547).
Consultations requested
by India on May 18, 2018.

Taiwan Yes March 23, 2018 No No

Source: Proclamation 9704, 83 Fed. Reg. 11619 (March 15, 2018); Proclamation 9705, 83 Fed. Reg. 11625 (March 15, 2018); Proclamation
9710, 83 Fed. Reg. 13355 (March 28, 2018); Proclamation 9711, 83 Fed. Reg. 13361 (March 28, 2018); Proclamation 9740, 83 Fed. Reg. 20683
(May 7, 2018); Proclamation 9759, 83 Fed. Reg. 25857 (June 5, 2018); WTO, “Dispute Settlement: DS548; United States—Certain Measures on
Steel and Aluminum Products” (accessed July 2, 2019); WTO, “Dispute Settlement: DS556; United States—Certain Measures on Steel and

Aluminum Products” (accessed July 1, 2019); WTO, “Dispute Settlement: DS550; United States—Certain Measures on Steel and Aluminum
Products” (accessed July 1, 2019); WTO, “Dispute Settlement: DS551; United States—Certain Measures on Steel and Aluminum Products”
(accessed June 5, 2019); WTO, “Immediate Notification under Article 12.5 of the Agreement on Safeguards” May 18, 2018; WTO, “Dispute
Settlement: DS547; United States—Certain Measures on Steel and Aluminum Products” (accessed May 29, 2019).

aCanada and Mexico terminated their retaliatory actions and the WTO disputes were terminated in 2019 after the United States reached
mutually agreed solutions in May 2019 with Canada and Mexico.
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Trade Adjustment Assistance (TAA): In fiscal year (FY) 2018, the U.S. Department of Labor (USDOL)
received 1,178 petitions for TAA, up 13.6 percent from the 1,037 petitions received in FY 2017. The
USDOL certified 895 petitions covering 76,902 workers as eligible for TAA and denied 217 petitions
covering 17,374 workers. In FY 2018, USDOC certified 82 petitions as eligible for assistance under the
TAA for Firms program, and approved 98 adjustment proposals.

Trade Preference Programs

Generalized System of Preferences (GSP): U.S. imports under GSP increased 10.7 percent, reaching
$23.6 billion in 2018. These imports accounted for 9.9 percent of total U.S. imports from GSP beneficiary
countries and 0.9 percent of U.S. imports from all countries. The top five beneficiary countries (India,
Thailand, Brazil, Indonesia, and Turkey) accounted for 73.2 percent of GSP imports.

Five country practice reviews were initiated in 2018 on India, Indonesia, Kazakhstan, Thailand, and
Turkey. Effective January 1, 2018, Argentina’s GSP eligibility was reinstated after a nearly six-year
suspension. Ukraine’s GSP eligibility was partially removed effective April 26, 2018, due to failure to
adequately protect intellectual property rights.

Nepal Trade Preferences Act (NTPA): The NTPA was implemented in December 2016 to improve Nepal’s
export competitiveness and help Nepal’s economic recovery following a 2015 earthquake. In 2018, the
second full year that the NTPA was in effect, U.S. imports from Nepal under NTPA were $3.1 million (an
increase of 30.9 percent from the previous year), accounting for 3.1 percent of all U.S. imports from
Nepal.

African Growth and Opportunity Act (AGOA): In 2018, 40 sub-Saharan African countries were eligible
for AGOA benefits. Of these countries, 28 were also eligible for AGOA textile and apparel benefits for all
or part of 2018. Apparel benefits for Eswatini (formerly known as Swaziland) were reinstated on July 3,
2018. Rwanda’s apparel benefits were terminated on July 31, 2018, as a result of an out-of-cycle review
initiated by USTR on June 20, 2017, for Rwanda, Tanzania, and Uganda. The President determined that
Tanzania and Uganda were in compliance with AGOA’s eligibility requirements on March 29, 2018.

In 2018, imports entering the United States exclusively under AGOA (excluding GSP) were valued at
$10.8 billion, an 11.9 percent decrease from 2017. These imports entering the United States under
AGOA comprised 43.9 percent of all imports from AGOA beneficiary countries in 2018. The decline in
U.S. imports under AGOA in 2018 can be attributed to a decline in the value and quantity of imports of
crude petroleum and passenger motor vehicles. An additional $1.2 billion from AGOA beneficiary
countries entered the United States duty-free under GSP. In total, AGOA and GSP preference programs
accounted for 48.8 percent of all imports from AGOA beneficiary countries in 2018.

Caribbean Basin Economic Recovery Act (CBERA): At yearend 2018, 17 countries and dependent
territories were eligible for CBERA preferences, and 8 of those countries were designated eligible for
Caribbean Basin Trade Partnership Act (CBTPA) preferences. In 2018, the value of U.S. imports under
CBERA (including CBTPA) increased by 9.1 percent to $1.7 billion, mainly reflecting an increase in U.S.
imports of apparel from Haiti and methanol from Trinidad and Tobago, which are both major imports
under CBERA. U.S. imports under CBERA of crude petroleum continued to decline as U.S. production
increased. Haiti was the leading supplier of U.S. imports under CBERA in 2018, followed by Trinidad and
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Tobago. Imports from CBERA programs accounted for 27.8 percent of all imports from CBERA
beneficiary countries in 2018.

Haiti initiatives: Over the years, several amendments to CBERA have expanded trade benefits to Haiti,
benefiting Haiti’s apparel industry. Nearly all (97.0 percent) of U.S. imports of apparel from Haiti entered
duty free under CBERA. U.S. imports from Haiti under CBERA are brought in under CBTPA, the Haitian
Hemisphere Opportunity through Partnership Encouragement Act of 2006 and 2008 (HOPE Acts), and
the Haiti Economic Lift Program of 2010 (HELP Act) in 2018, with a growing portion entering under the
HOPE/HELP Acts. The value of U.S. imports of apparel entering under the HOPE/HELP Acts rose 11.9
percent to $645.5 million in 2018, and represented nearly 70 percent of all U.S. apparel imports from
Haiti.

World Trade Organization (WTO)

WTO developments: The WTO Director-General reported toward the end of the year that little progress
had been made in trade negotiations since the Eleventh WTO Ministerial Conference in December 2017.
However, negotiations towards a plurilateral agreement on fisheries subsidies advanced, as did
exploratory work aimed at future WTO negotiations on the trade-related aspects of e-commerce,
according to the Director-General. WTO members also discussed the functioning of the multilateral
trading system and the need for WTO reform and modernization efforts. WTO membership remained at
164 in 2018.

WTO dispute settlement: During 2018, WTO members filed 39 requests for WTO dispute settlement
consultations in new disputes, more than double the 17 filed in 2017. The United States was the
complainant in 8 of the 39 requests filed during 2018 and the named respondent in 19. Nearly half of
the complaints (9) filed against the United States concerned U.S. national security tariffs on steel and
aluminum products, and 6 of the 8 complaints filed by the United States concerned measures taken by
other WTO members in response to the U.S. steel and aluminum tariffs. The remaining two new
requests filed by the United States during 2018 concerned export subsidy measures taken by India and
Chinese measures concerning the protection of intellectual property rights. The remaining 10 requests
in which the United States was the respondent involved duties on softwood lumber, fish fillets, and
other products, as well as safeguard measures on crystalline silicon photovoltaic cells and large
residential washers, and sanitary and phytosanitary measures on seafood products, alleged subsidies in
the U.S. energy sector, and certain tariff and nontariff measures placed on imports of goods and
services.

Twenty-three dispute settlement panels were established in 2018 in which the United States was either
the complainant or the respondent. The United States was the complaining party in 8 of the disputes,
and the responding party in 15 disputes. All but 3 of the disputes were filed in 2018. Nine of the panels
were established to review U.S. measures on steel and aluminum products, and 5 were established to
review measures taken by other WTO members in response to the U.S. tariffs on steel and aluminum.
Two panel reports were issued in 2018 involving the United States—both times as a respondent in
disputes about U.S. countervailing duty measures, one brought by Canada and the other by Turkey.
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OECD, APEC, and TIFAs

Organisation for Economic Co-operation and Development (OECD): The OECD ministerial council
meeting was held in Paris, France, on May 30-31, 2018. Discussions focused on how to harness
international cooperation and improve economic policies to address global challenges. During the year,
the OECD Trade Committee focused its work on broad areas involving trade in services, digital trade,
trade in raw materials, and trade and investment. There were 37 OECD members following the
accession of Lithuania and Colombia on May 30, 2018.

The Global Forum on Steel Excess Capacity, which is chaired by the OECD, held its second ministerial
meeting in Paris, France, on September 20, 2018. At the meeting, members approved a report that
included initial conclusions on a process to identify and remove subsidies and other state support to
both public and private steel producers that can contribute to excess capacity in the steel sector.

Asia-Pacific Economic Cooperation (APEC): Under Papua New Guinea’s leadership in 2018, cooperation
among APEC member economies highlighted the theme of “Harnessing Inclusive Opportunities,
Embracing the Digital Future.” APEC accomplishments in 2018 include the completion of APEC’S Bogor
Goals Progress Report, progress made in constructing the APEC trade in value added (TiVA) database,
and various activities conducted to facilitate digital trade and e-commerce in the APEC region.

Trade and Investment Framework Agreements (TIFAs): TIFAs provide a framework to expand trade and
investment and a forum to resolve trade and investment issues between the United States and various
trading partners. By yearend 2018, the United States had entered into 57 TIFAs, with no new TIFAs in
2018. Though the U.S.-Paraguay TIFA was signed in 2017, it has not yet entered into force. A number of
TIFA Council meetings took place in 2018, including those with Algeria, Argentina, Armenia, Bangladesh,
Central Asia, Indonesia, Laos, Nepal, New Zealand, Thailand, and Ukraine.

U.S. Free Trade Agreements

U.S. free trade agreements (FTAs) in force in 2018: The United States was party to 14 FTAs involving a
total of 20 countries as of December 31, 2018. Starting with the most recent agreement, the FTAs in
force during 2018 were with Panama (which entered into force in 2012); Colombia (2012); South Korea
(2012); Oman (2009); Peru (2009); several countries of Central America and the Dominican Republic
(CAFTA-DR), which includes the Dominican Republic, El Salvador, Guatemala, Honduras, and Nicaragua
(2006—07) and Costa Rica (2009); Bahrain (2006); Morocco (2006); Australia (2005); Chile (2004);
Singapore (2004); Jordan (2001); Canada and Mexico (1994); and Israel (1985).

FTA merchandise trade flows with FTA partners: In 2018, total two-way (exports and imports)
merchandise trade between the United States and its 20 FTA partners was $1.6 trillion, which accounted
for 39.1 percent of total U.S. merchandise trade with the world. U.S. trade with its partner countries
under the North American Free Trade Agreement (NAFTA)—Canada and Mexico—continued to
contribute the most to all U.S. trade with FTA partners, accounting for $1.2 trillion, or 74.8 percent of
such trade. From 2017 to 2018, U.S. exports to the NAFTA countries rose 7.3 percent to $563.7 billion
while U.S. imports from the NAFTA countries increased 8.4 percent to $664.9 billion. As a result, the U.S.
merchandise trade deficit with its NAFTA partners increased by 15.1 percent to $101.2 billion in 2018.
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U.S. trade with its non-NAFTA FTA partners was valued at $414.2 billion in 2018, a 9.6 percent increase
from 2017. U.S. exports to these FTA partners increased 11.2 percent to $216.5 billion in 2018, while
U.S. imports from these partners increased 8.0 percent to $197.7 billion. As result, the U.S. merchandise
trade surplus with these countries increased 62.1 percent to $18.8 billion in 2018.

The value of imports that entered into the United States under FTAs and are subject to FTA duty
reductions and eliminations totaled $408.0 billion in 2018, up 5.8 percent from 2017. Imports subject to
FTA duty reductions and eliminations accounted for nearly half (47.3 percent) of total imports from FTA
partners in 2018 and 16.1 percent of total U.S. imports from the world. (The majority of U.S. imports
from FTA partners that do not enter under an FTA generally enter free of duty under normal trade
relations rates, although some also face duties.) Imports under the FTA with Singapore, which grew $2.7
billion or 147.1 percent, represented the largest percentage increase in 2018, while imports from
Mexico accounted for the greatest absolute change in value, rising by $17.4 billion (9.5 percent). Imports
under FTAs from Panama and Oman also increased significantly, rising by 41.5 percent (524 million) and
28.8 percent (5202 million), respectively.

FTA negotiations: On October 16, 2018, USTR Lighthizer notified Congress of the President’s intent to
negotiate trade agreements with the United Kingdom (UK), the EU, and Japan. However, the UK cannot
launch formal negotiations for a new trade agreement before it exits the EU.

On November 30, 2018, the United States, Mexico, and Canada signed the United States-Mexico-Canada
Agreement (USMCA), which the USTR stated is intended to modernize and rebalance the North
American Free Trade Agreement. Notable differences between USMCA and NAFTA include revised rules
of origin for automobiles, updated rules regarding sanitary and phytosanitary measures and technical
barriers to trade, better market access for agricultural products, new protections for intellectual
property, and limitations on investor-state dispute settlement. The agreement also includes new
chapters on digital trade, anticorruption, competitiveness, good regulatory practices, small and medium-
sized enterprises, macroeconomic policies and exchange rates, labor, and the environment.

Developments with FTAs already in force: U.S. officials met with a number of partners representing
member states of the 14 U.S. FTAs in force during 2018. Discussions with U.S. partners focused on a
range of trade-related issues, as well as the labor and environmental provisions included in most of
these agreements. The United States and South Korea signed a number of modifications and
amendments to the U.S.-Korea FTA (KORUS) on September 24, 2018. In November 2018, the United
States and Israel held the first round of negotiations on a permanent agreement to succeed the 2004
U.S.-Israel Agreement on Trade in Agricultural Products.

NAFTA developments: The pre-existing NAFTA remains in effect pending final actions approving the
USMCA by each of the three countries. Per article 2205 of the agreement, any of the countries may also
withdraw from NAFTA six months after issuing written notice to the other parties.

NAFTA parties undertook commitments concerning enforcement of environmental laws and other
environment-related matters in a companion agreement to NAFTA called the North American
Agreement on Environmental Cooperation. At the end of 2018, five cases regarding enforcement of
environmental laws subject to the review of NAFTA’s Commission for Environmental Cooperation
remained active under Articles 14 and 15. Two involved Canada: one was submitted in 2017, and the
other in 2018; and three involved Mexico, all submitted in 2018. There were three submissions under
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review at the North American Agreement on Labor Cooperation at the end of 2018: two involved
Mexico, and one involved the United States.

NAFTA dispute settlement: In 2018, 1 active Chapter 11 (investor-state dispute settlement) case was
filed against the United States by Canadian investors; 6 cases were filed by U.S. investors against
Canada; and 2 were filed against Mexico by U.S. investors. At the end of 2018, the NAFTA Secretariat
listed 5 binational panels active under Chapter 19 (Review and Dispute Settlement in Anti-dumping and
Countervailing Duty Matters); these are reviews of final determinations made by national authorities in
antidumping and countervailing duty cases. One of the reviews concerns a case filed by the United
States contesting Mexico’s determinations; three concern cases filed by Canada contesting U.S.
determinations; and one concerns a case filed by Mexico contesting U.S. determinations.

Trade Activities with Major Trading Partners

This report includes a review of U.S. bilateral trade relations with its largest trading partners each year.
This year, the report covers the following eight trading partners: the EU, China, Canada, Mexico, Japan,
South Korea, India, and Taiwan (ordered by the value of their two-way merchandise trade). Two-way
merchandise and private services trade for each trading partner are presented in figure ES.2.

Figure ES.2 U.S. goods and services trade with major bilateral trading partners, 2018
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European Union

The EU as a single entity continued to be the United States’ largest merchandise trading partner in 2018,
while EU member countries comprised 6 of the top 15 U.S. trading partners in terms of two-way
(exports plus imports) trade. U.S. two-way merchandise trade with the EU increased 12.4 percent to
$806.4 billion in 2018, accounting for 19.2 percent of total U.S. merchandise trade with the world. U.S.
exports to the EU were $318.6 billion, which placed the EU as the top U.S. export market for the third
year in a row. U.S. merchandise imports from the EU were $487.8 billion, second to those from China.
Both U.S. exports and U.S. imports with the EU increased in 2018, but U.S. imports grew more, widening
the U.S. merchandise trade deficit with the EU to $169.1 billion, an increase of 11.8 percent from the
previous year. Leading U.S. exports to the EU included civilian aircraft, engines, and parts; crude
petroleum; medicaments (medicines); refined petroleum products; and nonmonetary gold. Leading U.S.
imports were passenger motor vehicles, medicaments, certain immunological products, light oils, and
parts of turbojets and turbopropellers.

The EU was also the United States’ largest trading partner in terms of private services in 2018,
accounting for 33.4 percent of total U.S. trade in private services. U.S. services exports increased more
than U.S. services imports, widening the U.S. trade surplus in services with the EU from $50.3 billion in
2017 to $53.2 billion in 2018.

Among the important U.S.-EU trade developments in 2018 were the announcement of the
establishment of a U.S.-EU Executive Working Group aimed at reducing transatlantic barriers to trade, a
joint U.S.-EU-Japan scoping paper on damaging nonmarket economic policies of third countries, and a
joint review of the EU-U.S. Privacy Shield Framework.

China

In 2018, China remained the United States’ largest single-country trading partner based on two-way
merchandise trade, accounting for 15.7 percent of total U.S. merchandise trade with the world. U.S.
two-way merchandise trade with China amounted to $659.8 billion in 2018, an increase of 3.9 percent
from 2017. The U.S. merchandise trade deficit with China remained far higher than the U.S. trade deficit
with any other trading partner in 2018, amounting to $419.2 billion. Its $43.6 billion increase (11.6
percent) relative to the year before reflected a $34.0 billion increase in U.S. merchandise imports from
China and a $9.6 billion decrease in U.S. merchandise exports to China in 2018. U.S. merchandise
imports from China totaled $539.5 billion in 2018, while U.S. merchandise exports to China totaled
$120.3 billion. Leading U.S. exports to China in 2018 were civilian aircraft, engines, and parts; crude
petroleum; passenger motor vehicles; semiconductors; and soybeans. Leading U.S. imports from China
were cellphones; portable computers and tablets; telecommunications equipment; and computer parts
and accessories.

In 2018, China was the United States’ third-largest services trading partner, with two-way services trade
totaling $75.0 billion—5.6 percent of total U.S. cross-border services trade in 2018. The U.S. cross-
border trade surplus in services with China increased $240 million in 2018 to $38.5 billion. However, the
rate of growth in the United States’ services imports from China outpaced that of the United States’
services exports to China. From 2017 to 2018, U.S. services exports to China grew by $1.2 billion, or 2.1
percent, while U.S. services imports from China grew by $915 million, or 5.8 percent.

U.S. International Trade Commission | 25



The Year in Trade 2018

In May 2018, prominent bilateral trade issues were addressed in consultations between the U.S. Trade
Representative, the Secretary of the Treasury, and the Secretary of Commerce on the U.S. side, and the
Chinese State Council Vice Premier, and other high-ranking Chinese officials on China’s side. Major
topics addressed by U.S. and Chinese officials as part of these consultations were increasing U.S.
agricultural and energy exports to China, intellectual property protection, and encouraging two-way
bilateral investment.

China also imposed 25 percent ad valorem tariffs on selected U.S. products in response to U.S. tariffs at
that level on approximately $50 billion of Chinese imports, which the United States imposed following
USTR’s section 301 investigation. Both the United States and China imposed the first tranche of their
tariffs on July 6, 2018, and the second tranche on August 23, 2018. USTR took further action under
section 301, imposing an additional 10 percent tariff on approximately $200 billion of Chinese imports
on September 24, 2018.

Canada

In 2018, Canada was the United States’ second-largest single-country trading partner after China for the
fourth consecutive year. The value of U.S. two-way merchandise trade with Canada rose 6.1 percent to
$617.1 billion in 2018, accounting for 14.7 percent of total U.S. merchandise trade with the world. Both
U.S. merchandise exports and imports with Canada increased in 2018 from the previous year, but
imports outpaced exports, resulting in a $2.6 billion increase (15.8 percent) in the U.S. merchandise
trade deficit with Canada to $19.7 billion. Leading U.S. exports to Canada included crude petroleum;
civilian aircraft, engines, and parts; motor vehicles—both for passengers and for goods transport—as
well as their parts and accessories; and light oils. Top U.S. imports from Canada included crude
petroleum; passenger motor vehicles and their parts and accessories; refined petroleum products;
natural gas; and coniferous wood and products.

Canada remained the second-largest single-country U.S. trading partner for services in 2018, after the
UK. Two-way services trade with Canada grew in 2018 to $99.3 billion, while the U.S. surplus in services
increased to $28.0 billion, up from $24.9 billion the year before.

In 2018, a major focus of U.S.-Canada trade relations was the proposed USMCA, which all parties signed
on November 30, 2018. Pending final actions by the three countries, NAFTA remained in force. The WTO
established a dispute settlement panel in a case requested by Canada concerning U.S. antidumping and
countervailing duties on Canadian softwood lumber products. However, no new negotiations on the
softwood lumber agreement took place between the United States and Canada in 2018. In other
developments, U.S. and Canadian officials signed a memorandum of understanding on the Canada-
United States Regulatory Cooperation Council, reaffirming commitments to closer regulatory alignment.

Mexico

In 2018, Mexico was the United States’ third-largest single-country merchandise trading partner. U.S.
two-way merchandise trade with Mexico amounted to $611.5 billion in 2018, an increase of 9.7 percent
from 2017. Mexico accounted for 14.5 percent of U.S. trade with the world. U.S. merchandise exports to
Mexico totaled $265.0 billion in 2018, and U.S. merchandise imports from Mexico amounted to $346.5
billion. Both U.S. merchandise imports and exports with Mexico increased in 2018 from the previous
year. As the growth in imports outpaced that of exports, the merchandise trade deficit grew by $10.6
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billion (14.9 percent) from the previous year, totaling $81.5 billion in 2018. Leading U.S. exports to
Mexico included light oils; refined petroleum products; computer parts and accessories; diesel engines;
semiconductors; parts and accessories of bodies (including cabs) for motor vehicles; and civilian aircraft,
engines, and parts. Leading U.S. imports from Mexico included passenger motor vehicles, motor vehicles
for goods transport, telecommunications equipment, road tractors for semi-trailers, color TV reception
apparatus, and insulated ignition wiring sets.

Mexico was the United States’ sixth-largest single-country trading partner for services in 2018. U.S.
exports of services to Mexico increased 4.0 percent ($1.3 billion) to $33.4 billion in 2018, while U.S.
services imports from Mexico increased 1.2 percent (5310 million) to $25.6 billion. This resulted in a U.S.
services trade surplus of $7.7 billion with Mexico in 2018.

A major focus of U.S.-Mexico trade relations in 2018 was the signing of USMCA on November 30, 2018.
Joint efforts to modernize border procedures and facilities also continued in 2018, with the creation of
new customs and inspection processes, pedestrian and vehicle inspection facilities, and vehicle
processing lanes. Since the 2015 conclusion of a pilot program to address cross-border trucking between
the United States and Mexico under NAFTA, the Federal Motor Carrier Safety Administration has been
accepting applications from Mexico-domiciled motor carriers interested in conducting long-haul
operations beyond the U.S. commercial zones.

Japan

In 2018, Japan remained the United States’ fourth-largest single-country trading partner in terms of two-
way trade, accounting for 5.2 percent of total U.S. merchandise trade. The value of U.S. two-way
merchandise trade with Japan grew 6.6 percent from 2017, to $217.6 billion in 2018. U.S. merchandise
exports to Japan totaled $75 billion in 2018, and U.S. merchandise imports from Japan amounted to
$142.6 billion. Although both imports and exports grew from 2017 to 2018, U.S. exports to Japan
outpaced U.S. imports from Japan, and the U.S. merchandise trade deficit with Japan declined by $1.2
billion from 2017 (1.7 percent), totaling $67.6 billion in 2018. Leading U.S. exports to Japan were civilian
aircraft, engines, and parts; liquefied propane; corn; semiconductor manufacturing machines; and
medicaments. Leading U.S. imports from Japan were passenger motor vehicles, parts for airplanes or
helicopters, motor vehicle gearboxes, and parts for printers.

In 2018, Japan remained the United States’ third-largest single-country services trading partner,
representing 5.5 percent of U.S. services trade. U.S. cross-border services exports to Japan fell by $805
million, or 1.8 percent, to $44.4 billion in 2018, while U.S. cross-border services imports from Japan
increased by $1.4 billion, or 4.8 percent, to $34.5 billion. As a result, the U.S. surplus in services trade
with Japan declined to $14.0 billion from $16.2 billion the year before.

In 2018, President Trump and Prime Minister Abe of Japan agreed to initiate bilateral trade negotiations
for a possible U.S.-Japan Trade Agreement. The United States has sought to increase regulatory
compatibility in key goods sectors, and to obtain more fair and equitable trade in the motor vehicle
sector. Both the United States and Japan have reaffirmed their common interests in addressing
nonmarket economic issues including excess capacity and forced technology transfer. Other trade-
related developments in 2018 include a reduction in Japan’s safeguard tariff on imports of frozen beef,
the reopening of the Japanese market to U.S. lamb and goat meat exports, and reforms to the
requirements for drug producers supplying the Japanese pharmaceutical market.
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Republic of Korea

The Republic of Korea (South Korea) continued to be the United States’ sixth-largest single-country
merchandise trading partner in 2018 (behind Germany and ahead of the United Kingdom), accounting
for 3.1 percent of U.S. trade with the world. Two-way merchandise trade grew 9.0 percent from the
previous year to $130.6 billion in 2018. U.S. merchandise exports to South Korea were valued at $56.3
billion in 2018, while U.S. merchandise imports from South Korea totaled $74.2 billion. The resulting
trade deficit with South Korea was $17.8 billion in 2018, down 22.7 percent from 2017, as the increase
in U.S. exports to South Korea from 2017 to 2018 outpaced the increase in U.S. imports from South
Korea over the same period. Leading U.S. exports to South Korea included crude petroleum; machines
for the manufacture of semiconductor devices or electronic integrated circuits; civilian aircraft, engines,
and parts; beef; passenger motor vehicles; liquefied propane; natural gas; and semiconductors. Leading
U.S. imports from South Korea included passenger motor vehicles, cellphones, computer parts and
accessories, refined petroleum products, and immunological products.

In 2018, South Korea remained the United States’ ninth-largest single-country services trading partner
based on two-way trade. U.S. services exports to South Korea fell 6.7 percent in 2018 to $21.9 billion,
while U.S. services imports from South Korea rose by 7.0 percent in 2018 to reach $9.9 billion. As a
result, the U.S. services trade surplus with South Korea decreased by 15.6 percent, from $14.3 billion in
2017 to $12.0 billion in 2018.

In 2018, the United States and South Korea negotiated and signed modifications to the U.S.-Korea FTA
(KORUS), which originally entered into force on March 15, 2012. The new modifications were signed on
September 24, 2018, and entered into force on January 1, 2019. The 2018 modifications to KORUS
included a 20-year extension to the phaseout of the 25 percent U.S. tariff on South Korean trucks,
provisions on doubling the annual quota per manufacturer of U.S.-origin trucks that can meet U.S. safety
standards and enter the South Korean market without further modification eliminating duplicative
emissions testing for U.S. exports of automotive vehicles, changing the treatment of U.S. exports under
KORUS by South Korean customs to better process claims for preferential tariff treatment, and ensuring
nondiscriminatory treatment for U.S. pharmaceutical exports, among others.

India

In 2018, India was the United States’ ninth-largest single-country trading partner based on two-way
merchandise trade (behind France and ahead of Italy). U.S. two-way merchandise trade with India
increased by 17.8 percent to $87.1 billion in 2018, accounting for 2.1 percent of U.S. merchandise trade
with the world. Both U.S. exports to India and U.S. imports from India grew from 2017 to 2018, with the
increase in exports exceeding the increase in imports. U.S. merchandise exports to India were $33.1
billion in 2018 and U.S. merchandise imports from India were $54.0 billion, resulting in a U.S.
merchandise trade deficit with India of $20.9 billion in 2018, down 7.6 percent from 2017. Leading U.S.
exports to India in 2018 were nonindustrial diamonds; crude petroleum; civilian aircraft, engines, and
parts; nonmonetary gold; and bituminous coal. Leading U.S. imports from India in 2017 were
nonindustrial diamonds, certain medicaments, frozen shrimp, light oils, and gold jewelry.

India was the United States’ seventh-largest single-country trading partner for services and was the only
country among the top eight services trading partners with which the United States had a services trade
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deficit in 2018, though this deficit has been narrowing since 2015. The services trade deficit with India
decreased by 0.6 percent to $4.8 billion in 2018. U.S. cross-border services exports to India amounted to
$24.8 billion, while U.S. cross-border services imports from India amounted to $29.5 billion in 2018.

Among U.S.-India trade developments in 2018, USTR announced that it was reviewing India’s eligibility
for tariff preferences under GSP due to concerns with program compliance. At the WTO, the United
States submitted a counternotification to the WTO Committee on Agriculture regarding India’s price
supports for wheat, rice, and cotton.

Taiwan

In 2018, Taiwan remained the 11th-largest single-country U.S. trading partner (behind Italy and ahead of
the Netherlands). U.S. two-way merchandise trade with Taiwan grew 11.5 percent to $76.0 billion in
2018, accounting for 1.8 percent of total U.S. merchandise trade with the world. U.S. merchandise
exports to Taiwan were $30.2 billion in 2018 and U.S. merchandise imports from Taiwan were $45.8
billion, The U.S. merchandise trade deficit with Taiwan narrowed 7.3 percent to $15.5 billion in 2018, as
U.S. exports to Taiwan rose by a larger amount than U.S. imports from Taiwan. The top U.S. exports to
Taiwan during the year were crude petroleum; civilian aircraft, engines, and parts; machines for
semiconductor or integrated circuit manufacturing; semiconductors; and computer memories. The top
U.S. imports from Taiwan during the year were computer parts and accessories, microchips,
telecommunications equipment, semiconductor storage devices, and semiconductors.

U.S. services exports to Taiwan increased by 2.5 percent to $9.6 billion, while U.S. services imports from
Taiwan grew 3.4 percent to $8.2 billion. As a result, the U.S. services trade surplus with Taiwan
continues to decline; it decreased by 1.6 percent, from $1.40 billion in 2017 to $1.37 billion in 2018.

The primary forum for bilateral discussions on trade and investment issues is the U.S.-Taiwan Trade and
Investment Framework Agreement (TIFA). In 2018, while there was no TIFA Council meeting, the U.S.-
Taiwan trade relationship continued through other mechanisms. The key issues remain technical
barriers to trade, digital piracy, investment, and agriculture.
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Chapter 1
Introduction and Overview of U.S.
Trade

Scope and Approach of the Report

This report provides factual information on the operation of the U.S. trade agreements program and its
administration for calendar year 2018. Section 163(c) of the Trade Act of 1974 (19 U.S.C. 2213(c)) states
that “the International Trade Commission shall submit to the Congress at least once a year, a factual
report on the operation of the trade agreements program.” Section 1 of Executive Order 11846 defines
the trade agreements program to include “all activities consisting of, or related to, the negotiation or
administration of international agreements which primarily concern trade,”? and section 163(a) of the
Trade Act of 1974 sets out the types of information that the President is to include in his annual report
to the Congress on the operation of the trade agreements program.* This report seeks to provide
information on the activities defined in the Executive Order and, to the extent appropriate and to the
extent that there were developments to report and information was publicly available, the elements set
out in section 163(a). This year marks the 70th edition of the USITC’s report on the operation of the
trade agreements program.

Organization of the Report

This first chapter gives an overview of the international economic and trade environment within which
U.S. trade policy was conducted in 2018. It also provides a timeline of selected key trade activities.
Chapter 2 covers the administration of U.S. trade laws and regulations in 2018, including tariff
preference programs such as the Generalized System of Preferences (GSP). Chapter 3 focuses on U.S.
participation in the World Trade Organization (WTO), including developments in major WTO dispute
settlement cases during 2018. Chapter 4 covers 2018 developments at the Organisation for Economic
Co-operation and Development (OECD) and Asian-Pacific Economic Cooperation (APEC) forum, as well as

3 Exec. Order No. 11846 of March 27, 1975, Administration of the Trade Agreements Program, 40 Fed. Reg. 14291,
3 C.F.R., 1971-1975 Comp., 971.

4 Section 163(a)(2) of the Trade Act of 1974 states that the President’s report is to cover the following: “(A) new
trade negotiations; (B) changes made in duties and nontariff barriers and other distortions of trade of the United
States; (C) reciprocal concessions obtained; (D) changes in trade agreements (including the incorporation therein
of actions taken for import relief and compensation provided therefor); (E) the extension or withdrawal of
nondiscriminatory treatment by the United States with respect to the products of foreign countries; (F) the
extension, modification, withdrawal, suspension, or limitation of preferential treatment to exports of developing
countries; (G) the results of actions to obtain the removal of foreign trade restrictions (including discriminatory
restrictions) against United States exports and the removal of foreign practices which discriminate against United
States service industries (including transportation and tourism) and investment; (H) the measures being taken to
seek the removal of other significant foreign import restrictions; (I) each of the referrals made under section
2171(d)(1)(B) of this title and any action taken with respect to such referral; and (J) other information relating to
the trade agreements program and to the agreements entered into thereunder.”
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developments involving trade and investment framework agreements. Chapter 5 describes U.S.
negotiation of and participation in free trade agreements (FTAs) in 2018, and chapter 6 covers trade
data and trade relations in 2018 with major U.S. trading partners.

Sources

This report is based on primary-source materials about U.S. trade programs and administrative actions
pertaining to them. These materials chiefly encompass U.S. government reports, Federal Register
notices, and news releases, including publications and news releases by the U.S. International Trade
Commission (USITC or the Commission) and the Office of the United States Trade Representative (USTR).
Other primary sources of information include publications of international institutions, such as the
International Monetary Fund, World Bank, OECD, WTO, United Nations, and foreign governments.
When primary-source information is unavailable, the report draws on professional journals, trade
publications, and news reports for supplemental factual information.

Like past reports, The Year in Trade 2018 relies on data from the U.S. Census Bureau (U.S. Census) of the
U.S. Department of Commerce (USDOC) for the U.S. merchandise trade statistics presented throughout
the report. Most tables in the report present U.S. merchandise trade statistics using “total exports” and
“general imports” as measures,’ except for data on imports that have entered the United States with a
claim of eligibility under trade preference programs and FTAs. Such data require an analysis of U.S.
“imports for consumption” —the total of all goods that have been cleared by U.S. Customs and Border
Protection (U.S. Customs) to enter the customs territory of the United States with required duties paid.®
Also, much of the trade data used in the report, including U.S. services and merchandise trade data, are
revised over time, so the trade statistics for earlier years in this report may not always match the data
presented in previous reports. New this year, a supplemental merchandise trade dataset reflecting the
data used in this report will also be released. The most current version of the merchandise trade data
used in this report can be accessed using the USITC’s DataWeb database (https://dataweb.usitc.gov).’

Chapters 1 and 6 also offer data on services trade. The information on services trade is based on data for
cross-border trade in private services, which exclude government sales and purchases of goods and
services not included elsewhere. The source of these data is the Bureau of Economic Analysis (BEA) of
the USDOC.

5 “Total exports” measures the total physical movement of goods out of the United States to foreign countries,
whether such goods are exported from the U.S. customs territory or from a U.S. Customs bonded warehouse or a
U.S. foreign trade zone. Total exports is the sum of domestic exports and “foreign exports” (also known as re-
exports). “General imports” measures the total physical arrivals of merchandise from foreign countries, whether
such merchandise enters the U.S. customs territory immediately or is entered into bonded warehouses or foreign
trade zones under U.S. Customs custody. These two measures—total exports and general imports—are the
broadest measures of U.S. merchandise trade reported by the U.S. Census Bureau and they are used by the Bureau
of Economic Analysis with adjustments to report on U.S. trade flows in official government balance of payment
statistics. These are also the measures most commonly used internationally.

5 For more information about measures of U.S. merchandise exports and imports, see the “Trade Measure
Definitions” section of USITC, Shifts in U.S. Merchandise Trade, 2015, September 2016.

7 Due to annual data revisions, data obtained from DataWeb may not always match the data presented in this
report, even when these data are queried in the same year that the report is published.
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Overview of the U.S. and Global Economies in
2018

U.S. Economic Trends in 2018

The level of U.S. imports and exports of goods and services depends on many factors, including the
strength of the U.S. and global economies. The United States had a $20.5 trillion economy in 2018.8 The
U.S. economy grew faster in 2018 than in 2017: U.S. real gross domestic product (GDP) increased 2.9
percent in 2018, compared to the growth rate of 2.2 percent in 2017 (figure 1.1).° The industries driving
the higher growth rate were professional and business services; manufacturing; information; and
educational services, health care, and social assistance.®

Figure 1.1 U.S. real gross domestic product, percentage change, 2014-18
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Source: USDOC, BEA, Interactive data, National data, National Income and Product Accounts “Table 1.1.1, Percent Change from Preceding
Period in Real Gross Domestic Product,” June 20, 2019.
Note: Underlying data can be found in appendix table B.3.

Global Economic Trends in 2018

The global economic growth rate fell slightly from 3.8 percent in 2017 to 3.6 percent in 2018 (figure
1.2).1* Growth in the advanced economies slowed to 2.2 percent in 2018, down from 2.4 percent the

8 USDOC, BEA, “Gross Domestic Product: Fourth Quarter and Annual 2018 (Third Estimate),” March 28, 2019.

% Real GDP is a measure of the value of the goods and services produced by the nation’s economy less the value of
the goods and services used up in production, adjusted for price changes.

10°UsDOC, BEA, “Contributions to Percent Change in Real Gross Domestic Product by Industry,” April 19, 2019.

1 IMF, World Economic Outlook, April 2019, 156.
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previous year. The growth rate of emerging market and developing economies also fell—decreasing 0.3
percentage points from 4.8 percent in 2017 to 4.5 percent 2018. This decline was primarily due to a
slight dip in the growth rates of the Chinese and Indian economies over this period. 12 All of the United
States’ top eight trading partners based on two-way trade showed slower growth rates in 2018 than in
2017 (figure 1.2).

Figure 1.2 Economic growth (real GDP) trends in the world, the United States, and major trading
partners, 2016—-18
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Source: IMF, World Economic Outlook, April 2019.
Note: Underlying data can be found in appendix table B.4.

The moderation in global growth in 2018 can be attributed to short-term uncertainty in certain
economies, due to trade tensions and financial market pressures in large emerging markets and a
convergence towards modest long-term growth rates among advanced economies.!* Compared to its
major trading partners, the United States was the only economy to show an improvement in its growth
rate from 2017 to 2018. While growth in China (6.6 percent) and India (7.1 percent) remained relatively
steady—decreasing only 0.2 percentage points for each country from 2017 levels—other economies
experienced steeper declines.'* Canada’s growth rate fell by 1.2 percentage points in 2018, due in part
to lower prices for oil exports, pipeline capacity constraints, and slowing household spending.® Japan’s
growth fell from 1.9 percent in 2017 to 0.8 percent in 2018, due, in part, to natural disasters,® and the

12 |MF, World Economic Outlook, April 2019, 156.

13 World Bank, Global Economic Prospects, January 2019, 5-7.

1 IMF, World Economic Outlook, April 2019, 160.

15 Conference Board of Canada, “Canadian Outlook,” December 2018; IMF, World Economic Outlook, April 2019,
157.

16 IMF, World Economic Outlook, January 2019, 157. Two events in September 2018 —Typhoon Jebi, the strongest
typhoon to hit Japan in 25 years, and a severe earthquake in Hokkaido—noticeably affected Japanese economic
activity. The infrastructure damage and power outages that resulted from these events affected nuclear energy
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EU saw a decrease of 0.6 percentage points in its growth rate over the same time period. Growth rates
among the United States’ top trading partners were mostly below the world average of 3.6 percent in
2018, with the exception of China and India.'’ For the latter countries, continued levels of high growth
were largely due to changes in government policies that encourage consumption and investment as well
as an expansionary stance on monetary policy.*®

Overall world trade volume for goods and services increased in 2018 by 3.8 percent, a slower rate than
the 5.4 percent increase seen in 2016—17.%° Both advanced and emerging economies showed slower
growth rates in imports and exports in 2018.%° In 2018, exports from emerging economies grew by 4.3
percent, down from 7.2 percent in 2017. Exports from advanced economies grew by 3.1 percent, down
from 4.4 percent in 2017. Emerging economies’ imports grew by 5.6 percent in 2018, down from 7.5
percent the previous year, and in advanced economies they grew by 3.3 percent, down from 4.3
percent, over the same period.?

Exchange Rate Trends

The U.S. dollar appreciated relative to the currencies in the broad dollar index,?? rising 5.5 percent
between January and December 2018. This was in contrast to a 6.3 percent depreciation of the U.S.
dollar as measured by the broad dollar index from January to December 2017. The 2018 trend was
driven by the appreciation of the U.S. dollar against major world currencies, including most of the
currencies of its main trading partners (figure 1.3). Between January 1 and December 31, 2018, the U.S.
dollar appreciated by 9.6 percent against the Indian rupee; 9.1 percent against the Canadian dollar; 6.5
percent against the British pound sterling; 5.9 percent against the Chinese yuan; 5.2 percent against the
euro; and 0.8 percent against the Mexican peso. Over the same period, the U.S dollar depreciated by 2.2
percent against the Japanese yen.?

production, production and trade in several key industrial sectors, and tourism. BBC News, “Japan’s Strongest
Typhoon in 25 Years,” September 5, 2018; BBC News, “Fears Grow for Japan Quake Survivors,” September 7, 2018;
EIU, “Country Report, Japan,” October 2018, 28; EIU, “Country Report, Japan,” November 2018, 33.

7 IMF, World Economic Outlook, April 2019, 156.

18 |MF, World Economic Outlook, April 2019, xv.

1% IMF, World Economic Outlook, April 2019, 169.

20 The IMF divides the world into two groups: advanced and emerging economies. There are 39 advanced
economies and 154 emerging economies. Both groups are listed in IMF, World Economic Outlook, April 2019, 136—
37.

21 IMF, World Economic Outlook, April 2019, 169.

22 The broad dollar index is a weighted average of the foreign exchange values of the U.S. dollar against the
currencies of a large group of major U.S. trading partners. In this study, dollar appreciation is measured as the
increase in the broad dollar index from January 2, 2018, to December 31, 2018. Federal Reserve System, “Real
Trade Weighted U.S. Dollar Index: Broad” (accessed June 7, 2019).

23 Federal Reserve System, “Foreign Exchange Rates” (accessed June 10, 2019).
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Figure 1.3 Indexes of U.S. dollar exchange rates for selected major foreign currencies, daily, 2018
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Source: Federal Reserve System, “Foreign Exchange Rates” (accessed June 10, 2019).
Note: This figure shows the units of the foreign currency per unit of the U.S. dollar. A decrease in the index represents a depreciation of the

U.S. dollar relative to the foreign currency, and an increase in the index represents an appreciation of the U.S. dollar relative to the foreign
currency.

The dollar’s rise was partly driven by the Federal Open Market Committee’s four interest rate hikes from
the 1.25-1.50 percent range to the 2.25-2.50 range against a backdrop of stronger growth and a lower-
than-expected unemployment rate.?* Investors contributed to the rise by increasing the demand for the
dollar in response to the uncertainty related to the trade conflict between the United States and China.
Investors continued to hold the dollar throughout the conflict, anticipating that the U.S. economy would
be less affected than the economies of other countries by the uncertainty.? The appreciation of the
dollar eventually tapered off in late 2018 following a shift in market expectations about the pace and
extent of monetary policy tightening and the U.S. government shutdown at the end of the year.?®

2 Initially there were only three interest rate increases scheduled in 2018. White House, Economic Report of the
President, Together with the Annual Report of the Council of Economic Advisers, March 2019, 512-13.

%5 |osebashvili, “U.S. Dollar Posted 4.3% Gain in 2018,” January 1, 2019; BofA Merrill Lynch Global Research,
“Foreign Exchange 2019 Outlook,” December 4, 2019, 1.

26 ) P. Morgan, “U.S. Dollar Strength: A Cyclical Pause,” October 29, 2018, 2.
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U.S. Trade in Goods in 2018

The value of U.S. merchandise exports was $1,664.1 billion in 2018, a 7.6 percent increase from the
2017 level (figure 1.4 and appendix table A.1). The value of U.S. merchandise imports totaled $2,541.3
billion over the same period, an 8.6 percent increase from the 2017 level (figure 1.4 and appendix table
A.2).?” U.S. imports grew more than U.S. exports, leading to an $82.7 billion increase in the U.S.
merchandise trade deficit to $877.2 billion in 2018.%28 None of the 11 broad merchandise sectors that
make up the U.S. economy experienced a trade surplus in 2018: these include agricultural products,
forest products, chemicals, energy, textiles and apparel, footwear, minerals and metals, machinery,
transportation equipment, electronic products, and miscellaneous manufactures.?

Figure 1.4 U.S. merchandise trade with the world, 2016-18
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Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Underlying data can be found in appendix table B.5.

Exports of energy-related products had the largest absolute and relative (percentage) increase in terms
of value. Imports in this sector also experienced the largest relative (percentage) increase, but were

27 USITC DataWeb/USDOC (accessed April 22, 2019).

28 USITC DataWeb/USDOC (accessed April 22, 2019).

2 These merchandise sectors are defined by the Commission. Each USITC digest sector encompasses a number of
8-digit subheadings in the Harmonized Tariff Schedule of the United States (HTS), which classifies tradable goods.
The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S. Merchandise Trade, 2016,
September 2017. “Special provisions” is not considered a merchandise sector; it represents trade under HTS
chapters 98 and 99. Exports in this category primarily represent goods that have been returned with no value
added abroad and articles that have been repaired. Imports in this category primarily represent goods that have
been returned with no value added abroad, goods that have been repaired, and low-value imports.
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second to imports of chemicals and related products in terms of absolute increase. Energy exports rose
35.7 percent in 2018, and imports increased by 19.4 percent over the same period (table 1.1 and table
1.2).

Several factors contributed to the increase in exports and imports by value in the energy sector in 2018.
Crude petroleum,® which accounts for a large portion of the trade in the energy products sector (24.1
percent of the exports and 66.8 percent of the imports), drove much of the large changes in energy
sector exports and imports in 2018.3! First, both U.S. production of and demand for crude petroleum
increased in 2018, but the increase in production exceeded the increase in demand, lowering the
demand for U.S. imports and increasing U.S. exports in volume terms. The increase in U.S. production of
crude petroleum was larger than the increase in domestic refinery demand for the second year in a row,
with domestic consumption growing from 16.6 million to 17.0 million barrels a day (3.8 percent),
compared to an increase in production from 9.4 million to 11.0 million barrels a day (17.2 percent) in
2018.32 As a result, the volume of U.S. imports of crude petroleum decreased by 77.4 million barrels (2.7
percent) in 2018,3® and the volume of U.S. exports of crude petroleum grew by 308.9 million barrels
(73.1 percent) from 2017 to 2018.3* In addition, prices for crude petroleum rose substantially in 2018.%°
This price increase contributed to the 108.9 percent ($24.6 billion) increase in the value of crude
petroleum exports® and resulted in an 18.1 percent ($24.1 billion) increase in the value of imports,
outweighing the decline in import volume (appendix tables A.3 and A.4).

U.S. Merchandise Trade by Product Category

Exports

Transportation equipment continued to be the largest U.S. export sector in 2018, accounting for 20.3
percent of all U.S. exports. It was followed by electronic products (16.6 percent of exports) and
chemicals and related products (14.6 percent of exports) (table 1.1 and appendix table A.1). The top

30 Crude petroleum is classified under HTS 2709.00.

31 USITC DataWeb/USDOC (accessed May 9, 2019).

32 EIA, “Short-Term Energy Outlook- June 2019” (accessed July 8, 2019). The United States surpassed Russia as the
world’s leading crude petroleum producer in August 2018, maintaining this position for the rest of the year. Also,
increased production has drawn more investment in U.S. energy infrastructure, improving U.S. capacity to export
both crude petroleum and natural gas. EIA, “U.S. Monthly Crude Qil Production,” November 1, 2018; EIA, Short-
Term Enerqgy Outlook—July 2019, July 9, 2019, 9.

33 EIA, U.S. Imports by Country of Origin Database (accessed July 8, 2019); USITC DataWeb/USDOC (accessed May
9, 2019).

34 EIA, “Exports by Destination” (accessed July 8, 2019).

35 The Brent benchmark (a reference price for buyers and sellers of crude oil worldwide based on Brent Crude, a
major trading classification of sweet light crude oil) increased from an average of $54.12 to $71.34 per barrel (31.8
percent) from 2017 to 2018. EIA, “Spot Prices” (accessed May 29, 2019).

36 Crude petroleum exports have been rapidly rising from a relatively low base. The low base is a result of a 40-year
U.S. government ban on most exports of crude petroleum to countries other than Canada. This ban was lifted in
December 2015.
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export products were civilian aircraft, engines, and parts; refined petroleum products; crude petroleum;
light oils; nonmonetary gold; and nonindustrial diamonds (appendix table A.3).

Table 1.1 U.S. merchandise total exports to the world, by USITC digest sector, 2017-18

Sector 2017 2018 change 2017-18 % change 2017-18
Million S

Agricultural products 152,965 154,944 1,979 1.3
Forest products 39,592 40,862 1,270 3.2
Chemicals and related products 227,526 243,436 15,910 7.0
Energy-related products 144,319 195,897 51,578 35.7
Textiles and apparel 22,146 22,712 565 2.6
Footwear 1,432 1,559 127 8.8
Minerals and metals 136,447 146,274 9,827 7.2
Machinery 136,204 143,279 7,075 5.2
Transportation equipment 325,578 337,942 12,364 3.8
Electronic products 268,546 276,896 8,350 3.1
Miscellaneous manufactures 49,081 52,096 3,015 6.1
Special provisions 42,437 48,160 5,723 13.5

Total 1,546,273 1,664,056 117,783 7.6

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown. For a definition of special provisions, see footnote 43.

Exports in all merchandise sectors increased in 2018 (table 1.1).3” The largest increase in both value and
percentage terms occurred in the energy-related products sector (up $51.6 billion to $195.9 billion). It
was followed in value by chemicals and related products (up $15.9 billion to $243.4 billion) and
transportation equipment (up $12.4 billion to $337.9 billion). At the product level, there were both
increases and decreases in top exports. The largest increases at the product level were all in the energy-
related products sector, including exports of crude petroleum (up $24.6 billion to $47.2 billion), light oils
(up $9.6 billion to $39.2 billion), refined petroleum products (up $6.8 billion to $55.0 billion), liquefied
propane products (up $2.5 billion to $14.9 billion), and bituminous coal (up $2.2 billion to $11.7 billion).
Exports of civilian aircraft, engines, and parts increased $9.4 billion to $130.4 billion. The largest decline
was in soybeans, exports of which declined by $4.4 billion (20.3 percent) to $17.1 billion. It was followed
by passenger motor vehicles, for which exports declined by $2.7 billion (4.6 percent) to $56.5 billion
(appendix table A.3).38

Imports

Electronic products and transportation equipment continued to be the top two import sectors in 2018,
accounting respectively for 19.9 percent and 18.1 percent of total 2018 U.S. imports (table 1.2 and

37 These merchandise sectors are defined by the Commission. Each USITC digest sector encompasses a number of
8-digit subheadings in the Harmonized Tariff Schedule of the United States (HTS), which classifies tradable goods.
The sectors are listed and defined in USITC, “Frequently Asked Questions,” Shifts in U.S. Merchandise Trade, 2016,
September 2017. “Special provisions” is not considered a merchandise sector; it represents trade under HTS
chapters 98 and 99. Exports in this category primarily represent low-value goods and articles that have been
repaired.

38 USITC DataWeb/USDOC (accessed April 22, 2019). “Passenger motor vehicles” includes the following 15 HTS 6-
digit lines: 8703.21, 8703.22, 8703.23, 8703.24, 8703.31, 8703.32, 8703.33, 8703.40, 8703.50, 8703.60, 8703.70,
8703.80. 8703.90, 8704.21, and 8704.31.
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appendix table A.2). Passenger motor vehicles were the largest U.S. import product, valued at $195.5
billion in 2018.%° They were followed by crude petroleum ($157.0 billion), medicaments ($56.0 billion),
cellphones ($52.8 billion), and telecommunications equipment ($47.3 billion) (appendix table A.4).

Table 1.2 U.S. merchandise general imports from the world, by USITC digest sector, 2017-18

Sector 2017 2018 change 2017-18 % change 2017-18
Million S

Agricultural products 147,329 156,588 9,259 6.3
Forest products 44,821 48,696 3,875 8.6
Chemicals and related products 268,131 311,210 43,079 16.1
Energy-related products 196,833 234,983 38,150 19.4
Textiles and apparel 121,372 127,662 6,291 5.2
Footwear 25,640 26,567 927 3.6
Minerals and metals 200,577 215,281 14,704 7.3
Machinery 196,319 214,652 18,333 9.3
Transportation equipment 434,860 459,726 24,866 5.7
Electronic products 484,121 506,065 21,944 4.5
Miscellaneous manufactures 130,338 139,019 8,681 6.7
Special provisions 90,426 100,817 10,390 11.5

Total 2,340,768 2,541,267 200,498 8.6

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown. For a definition of special provisions, see footnote 46.

The value of U.S. imports in all 11 sectors increased in 2018 (table 1.2 and appendix table A.2).%° The
largest increase in value occurred in the chemicals and related products sector (up $43.1 billion to
$311.2 billion, an increase of 16.1 percent), followed by the energy-related products sector, which also
showed the largest percentage increase. Imports of energy-related products grew by $38.2 billion (19.4
percent), from $196.8 billion in 2017 to $235.0 billion in 2018; U.S. crude petroleum imports alone grew
by $24.1 billion to $157.0 billion in 2018.#! Other large increases in imports were recorded in the
transportation equipment sector (up $24.9 billion to $459.7 billion in 2018) and electronic products
sector (up $21.9 billion to $506.1 billion). After crude petroleum, the largest import increases at the
product level were in petroleum oils (up $8.3 billion to $35.1 billion); computers (up $8.3 billion to $31.7
billion); medicaments (up $5.8 billion to $56.0 billion); and computer parts (up $5.1 billion to $27.1
billion).

U.S. Merchandise Trade with Leading Partners

Table 1.3 shows U.S. trade with major trading partners, ranked by total trade (exports plus imports) in
2018. In 2018, the European Union (EU) remained the United States’ top trading partner in terms of
two-way merchandise trade, followed by China, Canada, and Mexico. Ranked by exports, the EU was the
leading market for U.S. exports at $318.6 billion (19.1 percent of total exports). Canada followed closely

39 USITC DataWeb/USDOC (accessed April 22, 2019). “Passenger motor vehicles” includes the following 15 HTS 6-
digit lines: 8703.21, 8703.22, 8703.23, 8703.24, 8703.31, 8703.32, 8703.33, 8703.40, 8703.50, 8703.60, 8703.70,
8703.80. 8703.90, 8704.21, and 8704.31.

0 The category “Special Provisions” represents trade under HTS chapters 98 and 99. Imports in this category
primarily represent goods that have been returned with no value added abroad, goods that have been repaired,
and low-value imports.

41 Crude petroleum is classified under HTS 2709.00.
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at $298.7 billion (18.0 percent) (figure 1.5). Ranked by U.S. imports, China was the leading source of
imports into the United States at $539.5 billion (21.2 percent of imports), followed by the EU at $487.8
billion (19.2 percent) (figure 1.6).%

Table 1.3 U.S. merchandise trade with major trading partners and the world, 2018 (million dollars),
ranked by two-way trade

Major trading Two-way trade
partner U.S. total exports U.S. general imports Trade balance (exports plus imports)
EU 318,619 487,753 -169,134 806,372
China 120,341 539,495 -419,153 659,836
Canada 298,719 318,414 -19,695 617,133
Mexico 265,010 346,524 -81,514 611,534
Japan 74,967 142,596 -67,629 217,562
South Korea 56,344 74,223 -17,879 130,568
India 33,120 54,007 -20,887 87,127
Taiwan 30,243 45,761 -15,519 76,004
All others 466,692 532,494 -65,802 999,186

Total 1,664,056 2,541,267 -877,211 4,205,322

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown.

U.S. merchandise exports to nearly all leading trading partners increased from 2017 to 2018 (table 1.4).
Exports declined only to China (down by $9.6 million or 7.4 percent). The largest increase in value was a
$35.4 billion increase in exports to the EU ($318.6 billion in 2018, up from $283.3 billion in 2017). It was
followed by a $21.7 billion increase in exports to Mexico ($265 billion in 2018, up from $243.3 billion in
2017). In percentage terms, the largest increase in exports between 2017 and 2018 was to India (28.9
percent), followed by Taiwan (17.5 percent) and South Korea (16.6 percent).

Table 1.4 U.S. merchandise total exports to major trading partners and the world, 2017-18, ranked by
total exports 2018

Trading partner 2017 2018 change 2017-18 % change 2017-18
Million $

EU 283,269 318,619 35,350 12.5
Canada 282,265 298,719 16,454 5.8
Mexico 243,314 265,010 21,696 8.9
China 129,894 120,341 -9,552 -7.4
Japan 67,605 74,967 7,362 10.9
South Korea 48,326 56,344 8,018 16.6
India 25,689 33,120 7,431 28.9
Taiwan 25,730 30,243 4,513 17.5
All others 440,180 466,692 26,512 6.0

Total 1,546,273 1,664,056 117,783 7.6

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown.

42 For U.S. trade with the top 15 single-country U.S. trading partners, including the EU member states listed
separately, see appendix tables A.5-A.7.

U.S. International Trade Commission | 41



The Year in Trade 2018

U.S. merchandise imports from all of the major trading partners increased in 2018 (table 1.5). The
largest rise in value was a $53.3 billion increase in imports from the European Union (up 12.3 percent),
followed by a $34 billion increase in imports from China (up 6.7 percent) and a $32.3 billion increase in
imports from Mexico (up 10.3 percent). In percentage terms, the largest increases in imports between
2017 and 2018 were from the EU (12.3 percent), followed by India (11.8 percent) and Mexico (10.3

percent).

Table 1.5 U.S. merchandise general imports from major trading partners and the world, 2017-18,

ranked by general imports 2018

Trading partner 2017 2018 change 2017-18 % change 2017-18
Million $

China 505,462 539,495 34,033 6.7
EU 434,459 487,753 53,294 12.3
Mexico 314,262 346,524 32,262 10.3
Canada 299,280 318,414 19,135 6.4
Japan 136,480 142,596 6,115 4.5
South Korea 71,444 74,223 2,779 3.9
India 48,297 54,007 5,709 11.8
Taiwan 42,462 45,761 3,300 7.8
All others 488,622 532,494 43,872 9.0

Total 2,340,768 2,541,267 200,498 8.6

Source: USITC DataWeb/USDOC (accessed May 9, 2019).

Note: Because of rounding, figures may not add to totals shown.
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Figure 1.5 Leading U.S. export markets, by share, 2018
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Source: DataWeb/USDOC (accessed May 9, 2019).
Note: Underlying data can be found in appendix table B.6.

Figure 1.6 Leading U.S. import sources, by share, 2018
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Note: Underlying data can be found in appendix table B.6.
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U.S. Trade with Free Trade Agreement Partners

In 2018, two-way merchandise trade (total exports plus general imports) between the United States and
its FTA partners totaled $1.6 trillion, accounting for 39.1 percent of total U.S. merchandise trade with
the world ($4.2 trillion).*® This was higher than in 2017, when the value of two-way merchandise trade
between the United States and its FTA partners was $1.5 trillion; however, the share in 2018 was only
slightly higher than 2017, when trade with FTA partners accounted for 39.0 percent of total U.S.
merchandise trade.

The value of U.S. imports for consumption® entered under FTAs was $408.0 billion in 2018, a 5.8
percent increase from the 2017 value of $385.7 billion. These imports accounted for 47.3 percent of all
imports from FTA partners in 2018 and for 16.1 percent of total U.S. imports from the world.

U.S. Imports under Trade Preference Programs

U.S. imports under trade preference programs increased by 3.2 percent, from $35.0 billion in 2017 to
$36.1 billion in 2018; they accounted for 1.4 percent of total U.S. imports during 2018, whereas in 2017
they accounted for 1.5 percent of all imports. Imports that claimed eligibility under the U.S. Generalized
System of Preferences program totaled $23.6 billion in 2018; imports under the African Growth and
Opportunity Act totaled $10.8 billion; imports under the Caribbean Basin Economic Recovery Act and
the Caribbean Basin Trade Partnership Act totaled $1.7 billion; imports under the Haiti initiatives totaled
$0.7 billion; and imports under the Nepal Trade Preference Program totaled $0.003 billion ($3.1
million).*

U.S. Trade in Services in 2018

Total U.S. cross-border trade in private services (hereafter “services”) grew by 3.8 percent between
2017 and 2018.% During that period, U.S. exports of services increased by 3.4 percent from $779.3
billion to $805.7 billion, while U.S. services imports grew 4.3 percent from $521.8 billion to $544.3

43 U.S. trade with its FTA partners is discussed in chapter 5.

4 Imports for consumption (sometimes called “special imports”) are merchandise that has physically cleared
through Customs, either entering consumption channels immediately or entering for consumption after
withdrawal from bonded warehouses or FTZs under Customs custody. For more information about measures of
U.S. merchandise exports and imports, see the “Trade Measure Definitions” section of USITC, Shifts in U.S.
Merchandise Trade, 2015, September 2016.

45 U.S. imports under preferential trade programs are discussed in chapter 2.

46 USDOC, BEA, International Transactions data, “Table 3.1. U.S. International Trade in Services,” June 20, 2019.
These data represent U.S. cross-border trade in private services, which exclude data on imports and exports of
government goods and services and which roughly correspond to modes 1, 2, and 4 (cross-border trade,
consumption abroad, and the presence of natural persons) in the “modes of supply” framework for services trade
set out by the General Agreement on Trade in Services (GATS). BEA data on foreign affiliate transactions, which
roughly correspond to mode 3 (commercial presence). Data on mode 3 transactions are published with a two-year
lag, and are not covered in this report. For more information on the four modes of supply under GATS, see WTO,
“Basic Purpose and Concepts” (accessed May 10, 2019). See also the Commission’s annual Recent Trends in U.S.
Services Trade report series, which covers all four modes of supply for U.S. cross-border services trade.
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billion.*” The U.S. surplus in cross-border services trade increased 1.5 percent in 2018 to $261.4 billion
(figure 1.7). All of the 10 largest U.S. services export categories grew in 2018. The services export
categories with the highest growth rates in 2018 included maintenance and repair services (15.2
percent), professional and management consulting services (10.0 percent), and air transport (8.6
percent). U.S. imports of services grew in 8 of the top 10 services import categories, with declines in
insurance services (down 16.0 percent) and research and development services (down 1.7 percent).

Figure 1.7 U.S. cross-border trade in private services with the world, 2016-18
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Source: USDOC, BEA, Interactive data, International Transactions, Services, and International Investment Position, International Transactions,
Table 3.1, “U.S. International Trade in Services,” June 20, 2019.
Note: Data for 2018 are preliminary. Underlying data can be found in appendix table B.7.

47 While BEA did revise the preliminary 2017 trade in services data reported in The Year in Trade 2017, BEA
reported no services-specific methodological adjustments that would have impacted the revision. USITC, The Year
in Trade 2017, August 2018; USDOC, BEA, “U.S. International Transactions, 1st Quarter 2018 and Annual Update,”
June 2018.
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U.S. Services Trade by Product Category*®

Exports

U.S. travel services exports, valued at $214.7 billion in 2018, accounted for the largest share (26.6
percent) of total U.S. cross-border services exports in 2018 (appendix table A.8).* Other major U.S.
services export categories included charges for the use of intellectual property not included elsewhere
(n.i.e.)*® ($128.8 billion or 16.0 percent of total exports), financial services®! ($112.0 billion or 13.9
percent), and professional and management consulting services ($86.8 billion or 10.8 percent). Total
U.S. services exports grew by 3.4 percent in 2018, slightly slower than the 5.2 percent growth recorded
in 2017. Maintenance and repair services n.i.e.>? grew the fastest, increasing by 15.2 percent in 2018,
compared to 6.9 percent growth in 2017. Professional and management consulting services also
experienced rapid growth, rising 10.0 percent in 2018, compared to 5.9 percent in 2017. However, 6 of
the 10 services categories experienced slower growth in 2018 than in previous years. These notably
included technical, trade-related, and other business services (rising 1.2 percent in 2018, compared to
13.3 percent growth in 2017) and research and development services>? (rising 0.8 percent in 2018,
compared to 10.3 percent growth in 2017).

Imports

Travel services also accounted for the largest share of U.S. cross-border services imports in 2018 ($144.5
billion or 26.5 percent of total U.S. cross-border services imports) (appendix table A.9). Other categories
with large shares included charges for the use of intellectual property n.i.e. (556.1 billion or 10.3

48 Appendix tables A.8 and A.9 provide additional data on U.S. cross-border trade in private services, broken down
by product category.

4 Travel services comprise purchases of goods and services by U.S. residents traveling abroad (U.S. imports of
travel services) and by foreign travelers in the United States (U.S. exports of travel services). These goods and
services include food, lodging, recreation, gifts, entertainment, local transportation in the country of travel, and
other items incidental to business or personal travel by a foreign visitor USDOC, BEA, “U.S. International Trade in
Goods and Services, March 2019: Additional Information, Explanatory Notes,” May 9, 2019.

50 U.S. exports of charges for the use of intellectual property “not included elsewhere” (n.i.e.) include “charges for
the use of proprietary rights, such as patents, trademarks, and copyrights, and charges for licenses to use,
reproduce, distribute, and sell or purchase intellectual property.” USDOC, BEA, “U.S. International Trade in Goods
and Services, March 2019: Additional Information, Explanatory Notes,” May 9, 2019.

51 U.S. exports of financial services include “financial intermediary and auxiliary services, except insurance
services.” USDOC, BEA, “U.S. International Trade in Goods and Services, March 2019: Additional Information,
Explanatory Notes,” May 9, 2019.

52 U.S. exports of maintenance and repair services n.i.e. include “services performed by residents of one country on
goods that are owned by residents of another country. The repairs may be performed at the site of the repair
facility or elsewhere.” USDOC, BEA, “U.S. International Trade in Goods and Services, March 2019: Additional
Information, Explanatory Notes,” May 9, 2019.

53 According to BEA, research and development includes “work aimed at discovering new knowledge or developing
new or significantly improved goods and services.” This category includes both commercial and noncommercial
product development, as well as several types of fees: fees associated with the development of intellectual
property protected by patents, trademarks, or copyrights; fees for the development of general-use software; and
fees for testing related to product development. These services are traded by providing research services to
foreign clients. USDOC, BEA, “Quarterly Survey of Transactions,” October 2018, 24.
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percent), professional and management consulting services ($47.6 billion or 8.7 percent), insurance
services ($42.5 billion or 7.8 percent), and air passenger fares ($42.0 billion or 7.7 percent). The fastest-
growing categories of services imports were professional and management consulting services;
technical, trade-related, and other business services; >* air passenger fares; and financial services (with
growth rates of 12.8 percent, 10.6 percent, 8.1 percent, and 8.1 percent, respectively). By comparison,
U.S. imports in 2 of the top 10 services categories fell in 2018. Imports of both insurance services and
research and development services declined in 2018 following growth in 2017; insurance services fell
16.0 percent®’ after an increase of 0.9 percent in 2017, while research and development services fell 1.7
percent after an increase of 3.4 percent in 2017.

U.S. Services Trade with Leading Partners

In 2018, the EU was the largest market for U.S. services exports and the largest foreign supplier of U.S.
services imports (table 1.6).%° In that year, the EU accounted for $251.8 billion (31.3 percent) of total
U.S. services exports and $198.6 billion (36.6 percent) of total U.S. services imports (figures 1.8 and
1.9).>” Following the EU, the top markets for U.S. services exports were Canada, China, and Japan, while
the top sources of imports were Canada, Japan, and India. The United States maintained a services trade
surplus with every major services trading partner except for India, with which it posted a $4.8 billion
deficit in 2018.%8 The posted U.S. trade deficits with India in 2018 are primarily in telecommunications
and other business services sectors, such as research and development services and professional and
management consulting services.>® While the U.S. trade deficit in other business services widened by
$1.0 billion during 2017-18, the total private services trade deficit with India has remained steady at
$4.8 billion due to a $1.0 billion increase in the trade balance in travel services over the same period.

54 Technical, trade-related, and other business services include architectural and engineering, construction,
audiovisual, waste treatment, operational leasing, trade-related, and other business services. USDOC, BEA, “U.S.
International Trade in Goods and Services, March 2019: Additional Information, Explanatory Notes,” May 9, 2019.
55 This reduction in imports was in large part driven by the reinsurance sector, and likely can be attributed to a
change in how firms operate in response to the Tax Cuts and Jobs Act of 2017, which increased the cost of offshore
affiliated reinsurance arrangements. Hough et al., Impact of US Tax Reform on Insurance Companies, February 20,
2018.

%6 The UK (an EU member) was the largest single-country market for both exports and imports of U.S. services in
2018. Despite legal proceedings to exit the European Union, the UK is still reported in BEA aggregate EU statistics.
USDOC, BEA, “U.S. International Trade in Goods and Services, March 2019: Additional Information, Explanatory
Notes,” May 9, 2019.

57 Data on U.S. services imports from the EU include government goods and services not included elsewhere.
According to BEA, trade data from EU-based government services providers are “suppressed to avoid the
disclosure of data of individual companies.” USDOC, BEA, International Services Data, “Table 2.3, U.S. Trade in
Services, by Country or Affiliation and by Type of Service, European Union,” September 12, 2019. Exports and
imports of government services primarily consist of services supplied in support of operations by the U.S. military
and embassies abroad. USITC, Recent Trends in U.S. Services Trade, 2018 Annual Report, June 2018, 12.

8 The United States also registers a services trade deficit with Italy, which is a member state of the EU. Among
single-country trading partners, Italy ranked as the United States’ 15th-largest services trading partner in 2018.
This deficit with Italy is driven by U.S. tourist travel to Italy. USDOC, BEA, International Services Data, “Table 2.3,
U.S. Trade in Services, by Country or Affiliation and by Type of Service, Italy,” October 18, 2018.

59 USDOC, BEA, International Services Data, “Table 2.3, U.S. Trade in Services, by Country or Affiliation and by Type
of Service, India,” October 18, 2018.
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Before 2018, the total private services trade deficit with India had decreased steadily each year from
$7.5 billion in 2014 to $4.8 billion in 2017.

Table 1.6 U.S. cross-border trade in private services with major trading partners and the world, 2018
(million dollars)

Two-way trade

Major trading partner U.S. exports U.S. imports Trade balance (exports plus imports)
EU 251,824 (*) 198,621 53,203 450,445
Canada 63,648 35,635 28,013 99,283
China 56,710 18,261 38,449 74,971
Japan 44,422 30,397 14,025 74,819
Mexico 33,374 25,664 7,710 59,038
India 24,769 29,530 -4,761 54,299
Brazil 28,061 6,051 22,010 34,112
South Korea 21,902 9,871 12,031 31,773
Singapore 21,597 9,255 12,342 30,852
Australia 21,610 7,779 13,831 29,389
All others 237,828 371,904 64,545 411,111

Total 805,745 544,347 261,398 1,350,092

Source: USDOC, BEA, Interactive data, International Transactions, Services, and International Investment Position, International Transactions,
table 3.2 and 3.3, “U.S. International Trade in Services, by Area and Country,” June 20, 2019.
2 U.S. imports from the EU in 2018 are overstated because the data include government goods and services n.i.e.
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Figure 1.8 Leading U.S. export markets for private services, by share, 2018
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Source: USDOC, BEA, Interactive data, International Transactions, Services, and International Investment Position, International Transactions,
tables 3.2 and 3.3, “U.S. International Trade in Services, by Area and Country,” June 20, 2019.
Note: Data are preliminary. Because of rounding, figures may not add to 100 percent. Underlying data can be found in appendix table B.8.

Figure 1.9 Leading U.S. import sources for private services, by share, 2018
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tables 3.2 and 3.3, “U.S. International Trade in Services, by Area and Country,” June 20, 2019.
Note: Data are preliminary. Because of rounding, figures may not add to 100 percent. Underlying data can be found in appendix table B.8.
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Timeline of Selected Key Trade Activities in

2018

The following timeline presents selected key trade events between the United States and its trading
partners in 2018. Some of these developments are presented in more detail in chapters 2 through 6.

January

5: The United States and South Korea meet in
Washington, DC, to negotiate modifications and
amendments to the U.S.-Korea Free Trade
Agreement (KORUS). The two sides address
crosscutting and sector-specific barriers to
trade affecting U.S. exports.

8: Vietnam requests World Trade Organization
(WTO) dispute settlement consultations with
the United States regarding certain U.S.
antidumping measures on fish fillets from
Vietnam (DS536).

19: The Office of the U.S. Trade Representative
(USTR) releases its 2017 Report to Congress on
China’s WTO Compliance.

22: President Donald Trump approves relief for
U.S. manufacturers in the form of safeguard
tariffs on large residential washers and
crystalline silicon photovoltaic cells under
section 201 of the Trade Act of 1974. Canadian
imports are excluded from the safeguard
measures for washers.

23-29: The sixth round of North American Free
Trade Agreement (NAFTA) renegotiations takes
place in Montreal, Canada.

January 31-February 1: The United States and
South Korea meet in Seoul, South Korea, to
negotiate amendments and modifications to
KORUS. Discussions focus on proposals related
to market access and tariffs.

31: The United States and Laos meet in
Vientiane, Laos, under the U.S.-Laos Trade and
Investment Framework Agreement (TIFA).
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February

14: South Korea requests WTO dispute
settlement consultations with the United States
regarding antidumping and countervailing duty
measures imposed on certain products from
South Korea (DS539).

22: Vietnam requests WTO dispute settlement
consultations with the United States regarding
certain measures affecting U.S. imports of
pangasius seafood from Vietnam (DS540).

February 25—-March 5: The seventh round of
NAFTA renegotiations takes place in Mexico
City, Mexico.

28: In response to a request from India
involving a WTO case (DS456) brought by the
United States on certain Indian measures
relating to solar cells and solar modules, the
WTO Dispute Settlement Board (DSB) refers
compliance proceedings to the original panel.
The compliance proceedings concern a U.S.
complaint that India has failed to comply with
the DSB’s recommendations and rulings within
a reasonable period of time.

28: USTR releases its 2018 Trade Policy Agenda
and 2017 Annual Report.

March

6: The United States and European Union (EU)
hold the first meeting of the Joint Committee
established under the U.S.-EU bilateral
agreement on prudential insurance and
reinsurance measures.



8: President Trump issues Proclamation 9705 to
impose a 25 percent tariff on steel, and
Proclamation 9704 to impose a 10 percent tariff
on aluminum under section 232 of the Trade
Expansion Act of 1962. Imports of aluminum
and steel from Canada and Mexico are
exempted pending ongoing discussions.

10: USTR Lighthizer meets with EU
Commissioner for Trade Cecilia Malmstrom and
the Japanese Minister of Economy, Trade and
Industry Hiroshige Seko in Brussels. The
ministers agree to take initial joint actions to
address issues of market distortion and
overcapacity.

14: The United States requests WTO dispute
settlement consultations with India regarding
Indian export subsidies (DS541).

19: The United States and Armenia meet in
Washington, DC, under the U.S.-Armenia TIFA.
Topics including information and
communication technology, renewable energy,
and wine-making are discussed.

20: The United States and United Kingdom (UK)
hold the inaugural meeting of the new U.S.-UK
Small and Medium-sized Enterprises (SME)
Dialogue. More than 100 SMEs from the United
States and UK, as well as officials from both
governments, discuss ways to enhance SME
cooperation and trade participation.

21-22: The United States and the UK hold the
third meeting of the U.S.-UK Trade and
Investment Working Group, set up to
strengthen the bilateral trade relationship
ahead of a possible UK exit from the EU. Topics
including intellectual property rights and
enforcement and regulatory issues related to
trade are discussed.

22: President Trump issues Proclamation 9711
adjusting imports of steel into the United
States, and Proclamation 9710 adjusting
imports of aluminum into the United States
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under section 232 of the Trade Expansion Act of
1962. Steel and aluminum imports from
Australia, Argentina, South Korea, Brazil, and
the EU are temporarily exempted from the steel
tariffs pending further discussion of satisfactory
alternative means to address the national
security concern.

22: USTR releases a report on the investigation
of China’s acts, policies and practices related to
technology transfer, intellectual property, and
innovation under section 301 of the Trade Act
of 1974.

23: The United States requests WTO dispute
settlement consultations with China regarding
the protection of intellectual property rights
(DS542).

28: The United States and South Korea reach an
agreement on the revisions for KORUS.

29: President Trump suspends duty-free
treatment of Rwandan goods in the apparel
sector that would otherwise be eligible for such
treatment under African Growth and
Opportunity Act (AGOA).

30: USTR releases its National Trade Estimate
on Foreign Trade Barriers for 2018.

April

2: Chinese retaliatory tariffs on select U.S.
exports go into effect, in response to U.S. steel
and aluminum tariffs applied under section 232
of the Trade Expansion Act of 1962. The tariffs
range from 15 to 25 percent and cover various
agricultural, iron, steel, and aluminum products.
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3: USTR determines that the acts, policies, and
practices of the Government of China related to
technology transfer, intellectual property, and
innovation covered in the investigation under
section 301 of the Trade Act of 1974 are
unreasonable or discriminatory and burden or
restrict U.S. commerce. USTR requests
comments and announces a public hearing on
its proposed list of additional tariffs on Chinese
products.

4: China requests WTO dispute settlement
consultations with the United States concerning
proposed U.S. tariff measures on goods from
China under section 301 of the Trade Act of
1974 (DS543).

5: China requests WTO dispute settlement
consultations with the United States concerning
U.S. duties on imports of steel and aluminum
products (DS544).

9: The United States and Bahrain sign a
Memorandum of Understanding on Trade in
Food and Agriculture Products.

9: The WTO DSB establishes a dispute
settlement panel in response to a request from
Canada regarding U.S. countervailing measures
on softwood lumber from Canada (DS533).

9: The WTO DSB establishes a dispute
settlement panel in response to a request from
Canada regarding U.S. antidumping measures
applying differential pricing methodology to
softwood lumber (DS534).

10: The United States and Thailand meet under
the U.S.-Thailand TIFA. Both countries discuss
ways to resolve customs, intellectual property,
and labor barriers to U.S. exports.

13: U.S. Secretary of Agriculture Sonny Perdue
and USTR Lighthizer announce Argentina’s
finalization of technical requirements that will
allow the resumption of U.S. pork exports to
Argentina for the first time since 1992.
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27: USTR releases its 2018 Special 301 Report
on the global state of intellectual property
rights protection and enforcement. This year’s
report identifies 12 countries on USTR’s Priority
Watch List; these are the countries USTR deems
most problematic with respect to protection
and enforcement of intellectual property rights.
The countries are Algeria, Argentina, Canada,
Chile, China, Colombia, India, Indonesia, Kuwait,
Russia, Ukraine, and Venezuela.

May

1: A quota on U.S. steel imports from South
Korea and a 10 percent tariff on U.S. aluminum
imports from South Korea goes into effect
under section 232 of the Trade Expansion Act of
1962.

4: The United States submits a counter-
notification to the WTO Committee on
Agriculture on India’s market price support for
wheat and rice. This marks the first ever
notification made to this committee under the
WTO Agreement on Agriculture regarding
another country’s measures.

14: The United States and Indonesia meet in
Jakarta under their TIFA.

14: South Korea requests dispute settlement
consultations with the United States concerning
definitive safeguard measures on U.S. imports
of certain crystalline silicon photovoltaic
products (DS545).

14: South Korea requests dispute settlement
consultations with the United States concerning
definitive safeguard measures on U.S. imports
of large residential washers (DS546).

15: The WTO DSB panel circulates the Appellate
Body report in ongoing compliance proceedings
related to the complaint by the United States
concerning EU subsidies for large civil aircraft
(DS316).



15-17: USTR holds public hearings at the USITC
regarding the proposed additional tariffs on
approximately $50 billion worth of Chinese
imports under section 301 of the Trade Act of
1974.

18: India requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS547).

25: The EU General Data Protection Regulation
(GDPR) enters into force.

25-26: The Asia-Pacific Economic Cooperation
(APEC) holds its 24th meeting of the Ministers
Responsible for Trade in Papua, New Guinea.
Discussions focus on enabling trade within the
internet and digital economy, improvements to
customs procedures and regulatory standards
conformance, and the reduction of nontariff
measures.

28: The WTO DSB establishes a dispute
settlement panel to review the complaint by
South Korea regarding U.S. antidumping and
countervailing duties on certain products
(DS539).

28: The WTO DSB establishes a dispute
settlement panel to review the complaint by
the United States regarding Indian export
subsidies (DS541).

31: USTR Lighthizer meets with EU
Commissioner for Trade Malmstrom and the
Japanese Minister of Economy, Trade and
Industry Seko in Paris. Officials agreed to
develop stronger rules on industrial subsidies
and state-owned enterprises, and discussed
technology transfer policies and practices and
the maintenance of market-oriented conditions
in global trade.
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June

1: Following a statement by the United States
that it has failed to find an alternative means to
remove the threat to U.S. national security, a 25
percent tariff on steel and a 10 percent tariff on
aluminum imports from the EU, Canada, and
Mexico to the United States go into effect
under section 232 of the Trade Expansion Act of
1962. The 10 percent tariff on aluminum is also
applied to U.S. imports from Brazil.

1: President Trump permanently exempts
Argentina and Brazil from steel tariffs and
Argentina from aluminum tariffs under section
232 of the Trade Expansion Act of 1962. But
both countries are made subject to absolute
quotas, applied to Brazil for steel products, and
to Argentina for aluminum and steel products.

1: The EU requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS548).

1: Canada requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS550).

5: Mexico requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS551).

5: The Mexican government suspends NAFTA
preferential duty rates on U.S. products
classified under 71 codes in the international
Harmonized Commodity Description and Coding
System (HS); 50 of the codes correspond to
various steel products. Retaliatory tariffs
imposed by Mexico range up to 25 percent.

12: Norway requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS552).
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21: Turkish retaliatory tariffs on select U.S.
exports go into effect, in response to U.S. steel
and aluminum tariffs applied under section 232
of the Trade Expansion Act of 1962. The tariffs
range from 4 to 70 percent and cover various
products including agricultural, chemical, forest
and consumer goods; and passenger motor
vehicles.

22: The first stage of EU retaliatory tariffs on
the United States goes into effect, in response
to U.S. steel and aluminum tariffs applied under
section 232 of the Trade Expansion Act of 1962.

29: USTR delivers the 2018 Biennial Report on
the Implementation of the African Growth and
Opportunity Act to Congress.

29: The U.S. Department of Agriculture sets the
in-quota quantity for the fiscal year (FY) 2019
refined sugar tariff-rate quota at 192,000 metric
tons raw value.

29: Russia requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS554).

July

1: Canadian retaliatory tariffs on select U.S.
exports go into effect, in response to U.S. steel
and aluminum tariffs applied under section 232
of the Trade Expansion Act of 1962. The tariffs
range from 10 to 25 percent and cover various
steel and aluminum products, as well as some
food, chemical, and consumer goods.

5: The WTO DSB circulates its panel report on
the complaint by Canada regarding U.S.
countervailing duties on supercalendered paper
from Canada (DS505).

6: U.S. tariffs of 25 percent come into effect on
approximately $34 billion of Chinese imports in
response to the section 301 investigation.
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9-12: The 17th AGOA Forum is convened in
Washington, DC, with government officials, civil
society leaders, and business representatives in
attendance.

9: The second meeting of the U.S.-UK SME
Dialogue is convened in London.

9: Switzerland requests WTO dispute
settlement consultations with the United States
regarding certain U.S. measures on steel and
aluminum products (DS556).

10-11: The fourth meeting of the bilateral U.S.-
UK Trade and Investment Working Group is held
in London. Participants discuss opportunities to
strengthen the relationship in regard to trade in
industrial and agricultural goods, services and
investment, digital trade, intellectual property
rights, regulatory issues, and SMEs.

16: The United States requests WTO dispute
settlement consultations with Canada (DS557),
China (DS558), the EU (DS559), Mexico (DS560),
and Turkey (DS561) regarding the increased
duties imposed by these trading partners on
certain U.S. exports.

17: USTR announces FY 2019 country-specific
in-quota tariff-rate quota allocations for raw
cane sugar.

19-20: The United States and New Zealand
meet under their TIFA.

20: The WTO DSB establishes a dispute
settlement panel in response to a request from
the United States in a case concerning
regulations governing the sale of wine in
Canada (DS531).

20: The WTO DSB establishes a dispute
settlement panel in response to a request from
Vietnam concerning certain U.S. antidumping
measures on fish fillets from Vietnam (DS536).



25: President Trump meets with EU President
Jean-Claude Juncker at the White House and
establish the U.S.-EU Executive Working Group.
The Working Group aims to make progress on
reducing tariff and nontariff barriers to trade
between the two countries.

30: President Trump issues a proclamation
suspending the application of duty-free
treatment available under AGOA for all apparel
products from Rwanda.

August

2: The United States and Colombia hold the
second meeting of the U.S.-Colombia Free
Trade Commission in Washington, DC. Issues
related to intellectual property, digital trade,
services, agriculture, truck scrappage, and
textiles and apparel are discussed.

6: Russian retaliatory tariffs on select U.S.
exports go into effect, in response to U.S. steel
and aluminum tariffs applied under section 232
of the Trade Expansion Act of 1962. The tariffs
range from 25 to 40 percent and cover various
transport vehicle, machinery, and equipment
goods.

10: USTR Lighthizer and Japanese Minister for
Economic Revitalization Toshimitsu Motegi
meet for ministerial consultations in
Washington, DC.

14: China requests WTO dispute settlement
consultations with the United States concerning
safeguard measures on U.S. imports of certain
crystalline silicon photovoltaic products
(DS562).

14: China requests WTO dispute settlement
consultations with the United States over
alleged subsidies given and alleged domestic
content requirements imposed by U.S. states
and municipalities in connection with products
in the energy sector (DS563).
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15: Turkey increases its retaliatory tariffs on 20
out of 21 products on the list of select U.S.
exports issued in June, in response to U.S. steel
and aluminum tariffs applied under section 232
of the Trade Expansion Act of 1962. Tariffs now
range from 4 to 140 percent.

15: Turkey requests WTO dispute settlement
consultations with the United States regarding
certain U.S. measures on steel and aluminum
products (DS564).

23: U.S. tariffs of 25 percent come into effect on
a second tranche of Chinese imports of
approximately $16 billion in response to the
section 301 investigation.

23: China requests WTO dispute settlement
consultations with the United States over tariff
measures imposed on certain goods from China
(DS565).

27: USTR Lighthizer and Kenyan Cabinet
Secretary for Industry, Trade and Cooperatives
Peter Munya announce the establishment of a
U.S.-Kenya Trade and Investment Working
Group to explore ways to deepen the trade and
investment ties between the two countries.

27: The United States requests consultations
with Russia concerning additional duties on
certain products of U.S. origin (DS566).

31: USTR announces that the United States and
Mexico have reached a preliminary agreement
on a United States-Mexico-Canada agreement,
while negotiations with Canada continue.

31: President Trump notifies Congress of his
intention to enter into a trade agreement with
Mexico, and Canada if it is willing. USTR
requests an investigation by the USITC of the
likely impact of the agreement on the U.S.
economy.
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September

1: USTR and the 10 Economic Ministers of the
Association of Southeast Asian Nations (ASEAN)
hold consultations in Singapore. The
implementation of the U.S.-ASEAN TIFA and
harmonization of standards in trade between
the United States and ASEAN economies are
discussed.

3: USTR publishes agreed outcomes of the
negotiations to update KORUS, including
amendments and modifications to KORUS.

4-5: OECD holds the Blockchain Policy Forum in
Paris. The impact of blockchain on government
activities and global trade is discussed.

13: USTR and Bangladesh hold the Fourth Trade
and Investment Cooperation Forum Agreement
Council Meeting in Washington, DC. Discussions
focus on the digital economy, transparency in
government procurement, market access for
U.S. cotton, and labor reforms in Bangladesh.

24: U.S. tariffs of 10 percent come into effect on
additional Chinese imports with an approximate
trade value of $200 billion in response to the
section 301 investigation.

24: USTR announces FY2019 first-come first-
served in-quota allocations pertaining to tariff-
rate quotas for refined and specialty sugar and
sugar-containing products.

24: The United States and South Korea sign an
agreement on modifications and amendments
to KORUS in New York.

25: USTR Lighthizer meets with EU
Commissioner for Trade Malmstrom and the
Japanese Minister of Economy, Trade and
Industry Seko in New York. They discuss issues
related to third countries’ non-market-oriented
policies and practices and forced technology
transfers; industrial subsidies and state-owned
enterprises; WTO reform; and digital trade and
e-commerce.
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26: The WTO DSB establishes a panel in
response to a request from South Korea
concerning a U.S. safeguard measure on
imports of crystalline silicon photovoltaic
products (DS545).

26: The WTO DSB establishes a panel in
response to a request from South Korea
concerning a U.S. safeguard measure on large
residential washers (DS546).

30: Canada and the United States reach an
agreement, joining Mexico on a new trilateral
trade agreement, the United States-Mexico-
Canada Agreement (USMCA).

October

16: Officials from the United States, Uzbekistan,
Kazakhstan, Kyrgyzstan, Tajikistan, and
Turkmenistan convene at a meeting of the U.S.-
Central Asia TIFA Council in Washington, DC.

16: USTR Lighthizer notifies Congress of
President Trump’s intention to negotiate three
separate trade agreements with Japan, the EU,
and the United Kingdom.

17: The 12th meeting of the U.S.-Chile Free
Trade Commission is held in Washington, DC.
Issues related to intellectual property rights
protection, pharmaceutical patents, nutritional
labeling, and rules of origin are discussed.

19: The second meeting held under the U.S.-
Argentina TIFA takes places in Washington, DC.

23: The eighth meeting of the United States and
Ukraine under their Trade and Investment
Council (TIC) convenes in Washington, DC.

November

1: The third meeting of the U.S.-UK SME
Dialogue is convened in Washington, DC.

2-7: The fifth meeting of the U.S.-UK Trade and
Investment Working Group is convened in
Washington, DC.



9: The United States submits a counter-
notification to the WTO Committee on
Agriculture on India’s market price support for
cotton.

13: The fourth meeting of the U.S.-Nepal TIFA
council is held in Washington, DC.

15: The second meeting of the U.S.-Ecuador TIC
is held in Washington, DC. This is the first
meeting of the TIC since 2009 and reflects a
new interest in deepening trade and investment
ties.

15: The 2018 APEC Ministerial Meeting is held
in Port Moresby, Papua New Guinea.

15: The ninth U.S.-EU SME Workshop is held in
Vienna, Austria. Discussions focus on best
practices for providing access to finance,
intellectual property protection, and
entrepreneurship skills training to SMEs.

20: USTR releases its report updating
information to its section 301 investigation of
China’s acts, policies, and practices related to
technology transfer, intellectual property, and
innovation.

21: The WTO DSB establishes seven dispute
settlement panels regarding certain U.S.
measures on steel and aluminum products in
response to requests from China (DS544), the
EU (DS548), Canada (DS550), Mexico (DS551),
Norway (DS552), the Russian Federation
(DS554), and Turkey (DS564).

21: The WTO DSB establishes four dispute
settlement panels to review U.S. complaints
regarding increased duties imposed by Canada
(DS557), China (DS558), the EU (DS559), and
Mexico (DS560) on certain products of U.S.
origin.

21: The WTO DSB establishes a dispute
settlement panel in response to a U.S. request
in a case regarding the protection of intellectual
property rights in China (DS542).
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30: The United States, Canada, and Mexico sign
the United States-Mexico-Canada Agreement
(USMCA) in Buenos Aires, Argentina.

December

4: The WTO DSB establishes two dispute
settlement panels regarding certain U.S.
measures on steel and aluminum products in
response to requests from India (DS547) and
Switzerland (DS556).

6: The United States-Moldova Joint Commercial
Council meets in Washington, DC.

6: Morocco grants market access to U.S. beef
exports under the U.S.-Morocco Free Trade
Agreement.

14: The WTO DSB circulates the Appellate Body
compliance report in the case brought by
Mexico regarding U.S. dolphin-safe labeling
provisions for tuna and tuna products (DS381).

18: The WTO DSB establishes a dispute
settlement panel to review a U.S. complaint
regarding additional duties imposed by Russia
on certain products of U.S. origin (DS566).

18: The WTO DSB circulates its panel report on
the complaint by Turkey regarding U.S.
countervailing measures on certain pipe and
tube products (DS523).

19: The U.S. Department of the Treasury and
USTR notify Congress of their intention to sign
the U.S.-UK Covered Agreement on prudential
measures regarding insurance and reinsurance,
which is consistent with the U.S.-EU Covered
Agreement signed in 2017.

21: USTR grants the first round of product
exclusions from the tariffs that went into effect
on July 6, 2018, on approximately $34 billion of
imports from China.
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28: Venezuela requests WTO dispute imported from Venezuela, liquidity and the
settlement consultations with the United States Venezuelan public debt, Venezuelan digital
regarding measures imposed by the United currency, and services supplied and consumed
States on goods of Venezuelan origin, gold by certain Venezuelan nationals (DS574).

Source: Compiled from official and private sources, including the U.S. Department of Agriculture, Office of the U.S.
Trade Representative, White House, Federal Register, Asia-Pacific Economic Cooperation, Organisation for
Economic Co-operation and Development, World Trade Organization, Government of South Korea, Embassy of
Armenia to the United States, U.S. Embassy in Laos, and Inside U.S. Trade.
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Chapter 2
Administration of U.S. Trade Laws and
Regulations

This chapter surveys activities related to the administration of U.S. trade laws during 2018, covering
import relief laws, laws against unfair trade practices, national security investigations, trade adjustment
assistance programs, and tariff preference programs. Tariff preference programs encompass the U.S.
Generalized System of Preferences, the Nepal Trade Preferences Act, the African Growth and
Opportunity Act, and the Caribbean Basin Economic Recovery Act, including initiatives aiding Haiti.®°

Import Relief Laws

Safeguard Actions

This section covers safeguard actions under statutes administered by the Commission, including the
global safeguard provisions in sections 201-204 of the Trade Act of 1974,%! and statutes implementing
safeguard provisions in various bilateral free trade agreements involving the United States. The
Commission conducted no new safeguard investigations during 2018 under sections 201-204 of the
Trade Act of 1974 or under any of the provisions that implement safeguard provisions in free trade
agreements involving the United States.

Two global safeguard measures, however, were in effect during most of 2018. In early 2018, the
President imposed new safeguard measures on imports of crystalline silicon photovoltaic cells (CSPV
cells)®2 and of large residential washers (washers).%® On January 23, 2018, the President issued

80 The President’s authority to provide preferential treatment under the Andean Trade Preference Act, as amended
by the Andean Trade Promotion and Drug Eradication Act, expired in 2013 and had not been renewed as of July
20109.

6119 U.S.C. §§ 2251-2254. Under the section 201 of the Trade Act of 1974, if the Commission determines that an
article is being imported into the United States in such increased quantities as to be a substantial cause of serious
injury or threat of serious injury to a domestic industry producing a like or directly competitive product, it
recommends to the President relief that would remedy the injury and facilitate industry adjustment to import
competition. The President makes the final decision concerning whether to provide relief and the type and
duration of relief. Relief is temporary and for the purpose of providing time for the industry to adjust to import
competition. Relief may take the form of increased tariffs, tariff-rate quotas, quotas, adjustment measures
(including trade adjustment assistance), and negotiation of agreements with foreign countries. In making its
determination, the Commission is not required to find an unfair trade practice. USITC, “Global and Special
Safeguard Investigations” (accessed August 14, 2019).

62 USITC, Crystalline Silicon Photovoltaic Cells (Whether or not Partially or Fully Assembled into Other Products),
November 2017. For more information, including a detailed description of the imported article, see the
Commission’s notice of investigation and hearing published in the Federal Register of June 1, 2017 (82 Fed. Reg.
25331).

83 USITC, Large Residential Washers, December 2017. For more information, including a detailed description of the
imported article, see the Commission’s notice of investigation and hearing published in the Federal Register of
June 13, 2017 (82 Fed. Reg. 27075).
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Proclamation 9693 “to facilitate positive adjustment to competition from imports of certain crystalline
silicon photovoltaic cells (whether or not partially or fully assembled into other products) and for other
purposes.” The proclamation imposed a tariff-rate quota on imports of solar cells not partially or fully
assembled into other products and an increase of duties on imports of modules for a period of four
years, with annual reductions in the second, third, and fourth years. The measure was made effective as
of February 7, 2018, and applied to imports from all countries except certain developing countries.®*
Also on January 23, 2018, the President issued Proclamation 9694 “to facilitate positive adjustment to
competition from imports of large residential washers.” The proclamation imposed a tariff-rate quota on
imports of washers and a tariff-rate quota on imports of covered washer parts for a period of three
years and one day, with annual reductions in the second and third years. The measure was made
effective as of February 7, 2018, and applied to imports from all countries except for products of Canada
and certain developing countries.®

The President imposed the measures after receiving affirmative serious injury determinations and
remedy recommendations from the Commission in late 2017. The Commission made the determinations
and recommendations following the completion of investigations. It had instituted the investigations for
CSPV cells and washers in May and June 2017, respectively, following receipt of petitions filed by
domestic producers of the named articles.®® The global safeguard measures issued in January 2018 were
the first such measures imposed by the President since 2002, when the President imposed measures on
imports of certain steel products.

Laws against Unfair Trade Practices
Section 301

Section 301 of the Trade Act of 1974 is the principal U.S. statute for addressing unfair foreign practices
affecting U.S. exports of goods or services.®” Section 301 may be used to enforce U.S. rights under
bilateral and multilateral trade agreements or to respond to unjustifiable, unreasonable, or
discriminatory foreign government practices that burden or restrict U.S. commerce. Interested persons
may petition the Office of the U.S. Trade Representative (USTR) to investigate foreign government
policies or practices, or USTR may initiate an investigation itself.

If the investigation involves a trade agreement and consultations do not lead to a mutually acceptable
resolution, section 303 of the Trade Act of 1974 requires USTR to use the dispute settlement procedures
available under the agreement in question. If the matter is not resolved by the conclusion of the

54 Proclamation 9693, published in the Federal Register of January 25, 2018 (83 Fed. Reg. 3541).

85 Proclamation 9694, published in the Federal Register of January 25, 2018 (83 Fed. Reg. 3553). On February 15,
2019, the Commission issued a notice announcing that it had initiated an investigation to prepare the midterm
report to the President and the Congress required by section 204(a)(2) of the Trade Act of 1974 on its monitoring
of developments in the domestic industry following the President’s action on washers and washer parts. Notice of
the investigation—Investigation No. TA-204-013, Large Residential Washers: Monitoring Developments in the
Domestic Industry—was published in the Federal Register of February 22, 2019 (84 Fed. Reg. 5715).

56 The petition in CSPV Cells was filed by Suniva Inc., and the firm SolarWorld later joined Suniva as co-petitioner.
The petition in Large Residential Washers was filed by Whirlpool Corporation.

57 Section 301 refers to sections 301-310 of the Trade Act of 1974, as amended (19 U.S.C. §§ 2411-2420).
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consultations, section 304 of the Trade Act of 1974 requires USTR to determine whether the practices in
question fulfill any of three conditions: (1) they deny U.S. rights under a trade agreement; (2) they are
unjustifiable, and burden or restrict U.S. commerce; or (3) they are unreasonable or discriminatory, and
burden or restrict U.S. commerce. If the practices fulfill either of the first two conditions, USTR must
take action.® If the practices fulfill the third condition—that is, if they are unreasonable or
discriminatory, and they burden or restrict U.S. commerce—USTR must determine whether action is
appropriate.® In either case, the USTR must determine the appropriate action to take in response to the
practice. The time period for making these determinations varies according to the type of practices
alleged.

Section 301 Investigations

During 2018, there were two ongoing section 301 investigations: first, on various European Union (EU)
meat hormone directives, which prohibit the use of certain hormones that promote growth in farm
animals; and a second, a USTR self-initiated investigation under section 301 regarding China’s acts,
policies, and practices related to technology transfer, intellectual property, and innovation.

EU Meat Hormones. The first section 301 investigation that was active during 2018 related to a
longstanding dispute with respect to EU measures concerning meat and meat products. The
investigation concerned various meat hormone directives of the EU, which prohibit the use of certain
hormones that promote growth in farm animals. The United States had successfully challenged the EU
measures at the WTO, and in 1999 had imposed additional ad valorem duties” of 100 percent on about
$117 million in imports from the EU in retaliation for the EU measures.”®

After a series of consultations aimed at resolving the dispute, on May 13, 2009, the United States and
the EU signed a memorandum of understanding (MOU).”? Under the MOU, the EU agreed to establish a
tariff-rate quota (TRQ)”® with an in-quota tariff rate of zero for high-quality beef in the amount of 20,000
metric tons (mt).”* The MOU was later revised, establishing a TRQ for high-quality beef in the amount of
45,000 mt, open to the United States and other qualifying suppliers.”

In February 2016, Congress amended section 301 to authorize USTR to reinstate any additional duties
that had been previously imposed under section 301 and then subsequently terminated.”® The 2016

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

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

70 Ad valorem duties or tariffs are taxes that are levied as a percentage of the value of the imported goods.

71 64 Fed. Reg. 40638 (July 27, 1999); WTO, “Dispute Settlement: DS26; European Communities—Measures
Concerning Meat and Meat Products” (accessed March 6, 2017).

72 Memorandum of Understanding between the United States of America and the European Commission Regarding
the Importation of Beef from Animals Not Treated with Certain Growth-Promoting Hormones and Increased Duties
Applied by the United States to Certain Products of the European Communities, May 13, 2009.

73 A tariff-rate quota (TRQ) is a trade restriction that typically imposes a relatively low “in-quota” tariff on imports
until the quota level (sometimes an annual allocation) is met. Any imports beyond the quota level are subject to a
higher over-quota tariff.

74 Article VI of the U.S.-EU Beef MOU defines “high-quality beef.” All beef sold in the EU, including high-quality beef
imports, must be produced without the use of growth-promoting hormones. U.S.-EU Beef MOU, Art. II(1).

75 For more details, see USITC, The Year in Trade 2017, August 2018, 55-56.

76 Section 602 of the Trade Facilitation and Trade Enforcement Act of 2015 (Pub. L. 114-125) (19 U.S.C. 2416(c), as
amended).
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amendment provides that USTR may reinstate a section 301 action following receipt of a written request
from a petitioner or any representative of the domestic industry. It requires that USTR, following the
receipt of such a request, consult with the petitioner and representatives of the domestic industry and
provide an opportunity for public comments. In addition, it requires that USTR review the effectiveness
of the reimposed additional duties. The amendment also allows USTR to suspend concessions in the
meat hormone dispute with the EU.

On December 9, 2016, representatives of the U.S. beef industry filed a request with USTR asking that the
additional duties be reinstated.”” In 2017, USTR held a hearing’® and engaged in discussions with the EU
about possible modifications of the TRQ for high-quality beef.” In September 2018, the EU Commission
requested a mandate from the EU Council to negotiate with the United States, suggesting that the
United States be allocated a part of the existing quota that is also available to other qualifying exporting
countries.® The EU Council adopted the mandate in October 2018, enabling formal negotiations to
begin.®! According to European Commissioner for Agriculture Phil Hogan, the negotiation “will not entail
any changes to the level of the existing quota or the quality of beef imported into the EU.”#

China Technology Transfer. On August 14, 2017, the President issued a memorandum directing USTR to
determine, pursuant to section 302(b) of the Trade Act of 1974, whether to investigate any of China’s
laws, policies, practices, or actions that may be unreasonable or discriminatory and that may be harming
American intellectual property rights (IPRs), innovation, or technology development.® In accordance
with the President’s memorandum, on August 18, 2017, USTR initiated an investigation to determine
whether any acts, policies, or practices of the government of China related to technology transfer,
intellectual property, or innovation are unreasonable or discriminatory and whether the acts, policies, or
practices burden or restrict U.S. commerce.?

Following publication of a report under section 302(b) of the Trade Act of 1974 on March 22, 2018,%
and a determination under section 301(b) of the Trade Act of 1974 that certain acts, policies, and
practices by China are unreasonable or discriminatory and burden or restrict U.S. commerce, USTR (1)
initiated a World Trade Organization (WTO) dispute by requesting consultations with China regarding
certain specific aspects of China’s technology regulations, and (2) at the direction of the President,

77 Kendal Frazier, CEO, National Cattlemen’s Beef Association; Barry Carpenter, CEO, North American Meat
Institute; and Philip M. Seng, President and CEO, U.S. Meat Export Federation, “Letter to the Honorable Michael
Froman, Ambassador, Office of the U.S. Trade Representative,” December 9, 2016.

78 81 Fed. Reg. 95724 (December 28, 2016). The public hearing was held February 15-16, 2017, in Washington, DC.
72 USTR, 2018 Trade Policy Agenda and 2017 Annual Report, March 2018, 43.

80 EC, “EU-US Trade: European Commission Recommends Settling Longstanding WTO Dispute,” September 3, 2018.
81 EC, “European Commission Welcomes Member States’ Support to Settle WTO Dispute with the United States,”
October 19, 2018.

82 EC, “European Commission Welcomes Member States’ Support to Settle WTO Dispute with the United States,”
October 19, 2018. In June 2019, the United States and the EU reached an agreement setting a country-specific
guota for U.S. high-quality beef in the amount of 35,000 mt, to be phased in over seven years. USDA, FAS, EU-28
Livestock and Products: Annual EU Pork Exports Will Reach a New Record, September 6, 2019; EC, “The European
Union and the United States Reach an Agreement on Imports of Hormone-free Beef,” June 14, 2019.

83 82 Fed. Reg. 39007 (August 17, 2017).

8482 Fed. Reg. 40213 (August 24, 2017).

85 USTR, Findings of the Investigation into China’s Acts, Policies, And Practices Related to Technology Transfer,
Intellectual Property, and Innovation under Section 301 of the Trade Act of 1974, March 22, 2018.
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determined to impose additional 25 percent duties on certain Chinese products with an annual trade
value of approximately $50 billion.%® In response to the U.S. action, China imposed retaliatory tariffs on
U.S. goods. In accordance with the specific direction of the President, the USTR determined to modify
the prior action in the investigation by imposing additional duties on products of China with an
approximate trade value of $200 billion.?” These tariffs went into effect on September 24, 2018.%8

The Trade Representative determined that the following actions by China are unreasonable or
discriminatory and burden or restrict U.S. commerce:®°

e China uses foreign ownership restrictions, such as joint venture requirements and foreign equity
limitations, and various administrative review and licensing processes, to require or pressure
technology transfer from U.S. companies.

e China’s regime of technology regulations forces U.S. companies seeking to license technologies
to Chinese entities to do so on non-market-based terms that favor Chinese recipients.

e China directs and unfairly facilitates the systematic investment in, and acquisition of, U.S.
companies and assets by Chinese companies to obtain cutting-edge technologies and
intellectual property and to generate the transfer of technology to Chinese companies.

e China conducts and supports unauthorized intrusions into, and theft from, the computer
networks of U.S. companies to access their sensitive commercial information and trade
secrets.%

The Trade Representative determined to address the second category of acts, policies, and practices
(involving technology-licensing regulations) through recourse to WTO dispute settlement.” USTR
initiated a WTO dispute on March 23, 2018, titled China—Certain Measures Concerning the Protection of
Intellectual Property Rights (DS542).%% This report also describes this dispute in the WTO dispute
settlement section in chapter 3.

USTR imposed the added 25 percent ad valorem duties on certain Chinese goods in two tranches after
public comment and public hearings. The first tranche covered 818 tariff subheadings, with an
approximate annual trade value of $34 billion, and the second tranche covered 279 tariff subheadings,
with an approximate annual trade value of $16 billion.?® USTR established a process under which U.S.
interests may request that particular products classified within a tariff subheading be excluded from the
additional 25 percent duties. On December 21, 2018, USTR approved approximately 1,000 exclusion
requests, and stated it would continue to issue decisions on pending requests on a periodic basis.**

86 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 42-43.

87 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 43.

88 83 Fed. Reg. 47974 (September 18, 2018).

89 83 Fed. Reg. 14906 (April 6, 2018).

90 83 Fed. Reg. 14906 (April 6, 2018), as reproduced in USTR, 2019 Trade Policy Agenda and 2018 Annual Report,
March 2019, 43.

31 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 43.

%2 WTO, “Dispute Settlement: DS542; China—Certain Measures Concerning the Protection of Intellectual Property
Rights” (accessed July 2, 2019).

93 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 43.

94 83 Fed. Reg. 67463 (December 28, 2018) as described in USTR, 2019 Trade Policy Agenda and 2018 Annual
Report, March 2019, 43.
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As noted above, at the direction of the President, the USTR determined to modify the prior action by
imposing additional duties on products of China with an approximate trade value of $200 billion. The
rate of this additional duty was set initially at 10 percent ad valorem and took effect September 24,
2018. This rate was scheduled to increase to 25 percent ad valorem on March 2, 2019.%

USTR issued an update of its March 2018 report on November 21, 2018. The update explained “that
China fundamentally had not altered its acts, policies, and practices related to technology transfer,
intellectual property, and innovation, and that in certain areas, China’s acts, policies, and practices had
become of even greater concern.”%®

Special 301

The Special 301 law*” requires that USTR annually identify and issue a list of foreign countries that (1)
deny adequate and effective protection of IPRs, or (2) deny fair and equitable market access to U.S.
persons who rely on IPR protection.*®

Under the statute, a country denies adequate and effective IPR protection if the country does not allow
foreign persons “to secure, exercise, and enforce rights relating to patents, process patents, registered
trademarks, copyrights, trade secrets, and mask works.”%°

A country denies fair and equitable market access if it denies access to a market for a product that is
protected by a copyright or related right, patent, trademark, mask work, trade secret, or plant breeder’s
right using laws and practices that violate international agreements or that constitute discriminatory
nontariff trade barriers.1® A country may be found to deny adequate and effective IPR protection even
if it is in compliance with its obligations under the WTO Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS Agreement). 10!

In addition, the Special 301 law directs USTR to identify so-called “priority foreign countries.”%? Priority
foreign countries are countries that have the most onerous or egregious acts, policies, or practices with
the greatest adverse impact (actual or potential) on the relevant U.S. products, and that are not entering
into good-faith negotiations or making significant progress in bilateral or multilateral negotiations to

9 83 Fed. Reg. 47974 (September 21, 2018) and 83 Fed. Reg. 65198 (December 19, 2018), as cited in USTR, 2019
Trade Policy Agenda and 2018 Annual Report, March 2019, 43—44. Imposition of this additional duty was
subsequently deferred several times, and as of early July 2019 it had not been imposed.

% USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 44.

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

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

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

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

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

102 section 182(a)(2) of the Trade Act of 1974, as amended (19 U.S.C. § 2242(a)(2)).
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provide adequate and effective IPR protection.®® The identification of a country as a priority foreign
country triggers a section 301 investigation,® unless USTR determines that the investigation would be
detrimental to U.S. economic interests.%

USTR has adopted a practice of naming countries to a “watch list” or a “priority watch list” when the
countries’ IPR laws and practices fail to provide adequate and effective IPR protection, but the
deficiencies do not warrant listing the countries as priority foreign countries.'% The priority watch list
identifies countries with significant IPR concerns that warrant close monitoring and bilateral
consultation. If a country on the priority watch list makes progress, it may be moved to the watch list or
removed from any listing. On the other hand, a country that fails to make progress may be raised from
the watch list to the priority watch list or from the priority watch list to the list of priority foreign
countries.

In February 2016, Congress enacted amendments to the Special 301 statute that provided that USTR
should develop an action plan for each country that has been identified as a priority watch list country
and that has remained on the priority watch list for at least one year.'%” The action plan should contain
benchmarks designed to assist the country to achieve, or make significant progress toward achieving,
adequate and effective protection of IPRs, and fair and equitable market access for U.S. persons that
rely on IPR protection.

In the 2018 Special 301 review, USTR examined the adequacy and effectiveness of IPR protection in
more than 100 countries.!®® In conducting the review, USTR focused on a wide range of issues and
policies, including inadequate IPR protection and enforcement worldwide, compulsory technology
licensing and transfer, and the unauthorized use of unlicensed software by foreign governments. 1%

Although no country was identified as a priority foreign country in the 2018 Special 301 Report, the
report identified 12 countries on the priority watch list: Algeria, Argentina, Canada, Chile, China,
Colombia, India, Indonesia, Kuwait, Russia, Ukraine, and Venezuela.'® In addition, the report identified
24 countries on the watch list.!!

103 Section 182(b)(1) of the Trade Act of 1974, as amended (19 U.S.C. § 2242(b)(1)).

104 Section 302(b)(2)(A) of the Trade Act of 1974, as amended (19 U.S.C. § 2412(b)(2)(A)).

105 Section 302(b)(2)(B) of the Trade Act of 1974, as amended (19 U.S.C. § 2412(b)(2)(B)).

106 USTR, 2018 Special 301 Report, April 2018, Annex 1.

107 Section 610(b) of the Trade Facilitation and Trade Enforcement Act of 2015 (Pub. L. 114-125) (19 U.S.C.
2242(g)), as amended.

108 USTR, 2018 Special 301 Report, April 2019; USTR, “USTR Releases Special 301 Report on Intellectual Property
Protection and Review of Notorious Markets for Piracy and Counterfeiting,” April 25, 2019.

109 YSTR, 2018 Special 301 Report, April 2019, 5-6, 14, 27.

110 YSTR, 2018 Special 301 Report, April 2019, 9.

111 The countries on the 2018 watch list are Barbados, Bolivia, Brazil, Costa Rica, the Dominican Republic, Ecuador,
Egypt, Greece, Guatemala, Jamaica, Lebanon, Mexico, Pakistan, Peru, Romania, Saudi Arabia, Switzerland,
Tajikistan, Thailand, Turkey, Turkmenistan, the United Arab Emirates, Uzbekistan, and Vietnam. USTR, 2018 Special
301 Report, April 2019, 9.
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In keeping China on the priority watch list, and continuing Section 306 monitoring,'!? the report
highlighted the urgent need for fundamental structural changes to strengthen IPR protection and
enforcement, as well as equitable market access for U.S. persons that rely on IPR protection.'* The
report cites many longstanding concerns, such as coercive technology transfer requirements, structural
impediments to effective IPR enforcement, and widespread infringing activity, including trade secret
theft, rampant online piracy and counterfeiting, and high levels of pirated and counterfeit exports. India
remained on the priority watch list in 2018 due to a lack of measurable improvement to its IPR
framework on issues—both longstanding and new—that have negatively affected U.S. rights holders
over the past year.1*

As part of the annual Special 301 process, USTR also issues a separate report on so-called notorious
markets. USTR defines notorious markets as online or physical marketplaces that are reported to engage
in or facilitate commercial-scale copyright piracy and trademark counterfeiting. The most recent report,
2018 Out-of-Cycle Review of Notorious Markets, was issued in April 2019.1*> The report highlights
markets where the scale of this activity is such that it can cause significant harm to U.S. IPR holders. The
2018 report listed 33 online markets and 25 physical markets in 19 countries, including markets in China
and India, “in which pirated or counterfeit products and services reportedly are available or that
facilitate substantial piracy and counterfeiting.”!1®

The 2018 Notorious Markets list highlights free trade zones (FTZs) and the role they may play in
facilitating trade in counterfeit and pirated goods. FTZs have become major facilitators of illegal and
criminal activity, including the illicit trade in pirated and counterfeit goods, smuggling, and money
laundering. FTZs are designated economic areas that are not subject to the customs duties, taxes, or
normal customs procedures of their host countries. They can range in size from a single warehouse to
entire harbors and cities encompassing thousands of businesses. FTZs are an increasingly important part
of global trade, and they play a particularly prominent role in the economies of developing countries.
The number of FTZs grew from 79 zones in 25 economies in 1975 to over 3,500 zones in 130 economies
in 2018.1%7

112 section 306 of the Trade Act of 1974 requires USTR to monitor a trading partner’s compliance with measures
that are the basis for resolving an investigation under Section 301. USTR may apply sanctions if a country fails to
implement such measures satisfactorily. USTR, 2018 Special 301 Report, April 2019, 82.

113 USTR, 2018 Special 301 Report, April 2018, 5.

114 USTR, 2018 Special 301 Report, April 2018, 5. For more information on IPR in China and India, see Section II
Country Reports.

115 USTR, 2018 Out-of-Cycle Review of Notorious Markets, April 2019, 3.

116 USTR, 2018 Out-of-Cycle Review of Notorious Markets, April 2019, 13.

117 USTR, 2018 Out-of-Cycle Review of Notorious Markets, April 2019, 8.
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Antidumping and Countervailing Duty
Investigations and Reviews

Antidumping Investigations

The U.S. antidumping law is found in Title VII of the Tariff Act of 1930, as amended.*® This law offers
relief to U.S. industries that are materially injured by imports that are dumped—that is, sold at “less
than fair value” (LTFV). The U.S. government provides a remedy by imposing an additional duty on LTFV
imports.

Antidumping duties are imposed when (1) the U.S. Department of Commerce (USDOC) has determined
that imports are being, or are likely to be, sold at LTFV in the United States, and (2) the Commission has
determined that a U.S. industry is materially injured or threatened with material injury, or that the
establishment of an industry in the United States is materially retarded, by reason of such imports. Such
a conclusion is called an “affirmative determination.” Investigations are generally initiated in response
to a petition filed with USDOC and the Commission by or on behalf of a U.S. industry, but can be self-
initiated by USDOC. USDOC and the Commission each make preliminary determinations and, if the
Commission’s preliminary determination is affirmative, then each agency will make final determinations
during the investigation process.

In general, imports are considered to be sold at LTFV when a foreign firm sells merchandise in the U.S.
market at a price that is lower than the “normal value” of the merchandise.'® Generally, normal value is
the price the foreign firm charges for a comparable product sold in its home market.'? Under certain
circumstances, the foreign firm’s U.S. sales price may also be compared with the price the foreign firm
charges in other export markets or with the firm’s cost of producing the merchandise, taking into
account the firm’s “selling, general, and administrative expenses” and its profit. Under the law, this
latter basis for comparison is known as “constructed value.”*?! Finally, where the producer is located in
a nonmarket economy, a comparison is made between U.S. prices and a “surrogate” normal value (its
factors of production, as valued by use of a “surrogate” country).'?2 A nonmarket-economy country
means any foreign country that the administering authority determines does not operate on market
principles of cost or pricing structures, so that prices paid on sales of merchandise in such country do
not reflect the fair value of the merchandise.?®

In all three instances, the amount by which the normal value exceeds the U.S. sales price is the
“dumping margin.” The duty specified in an antidumping duty order reflects the weighted average
dumping margins found by USDOC, both for the specific exporters it examined and for all other

11819 U.S.C. § 1673 et seq.

11919 U.S.C. § 1677(35)(A); see also 19 U.S.C. § 1677a(a) (defining export price), § 1677a(b) (defining constructed
export price).

120 19 U.S.C. § 1677b.

12119 U.S.C. § 1677b(a)(4), § 1677b(e).

12219 U.S.C. § 1677b(c). Some examples of factors of production include hours of labor required, quantity of raw
materials employed, amount of energy and other utilities consumed, and representative capital cost, including
depreciation. 19 U.S.C. § 1677b(c)(3).

12319 U.S.C. § 1677(18)(A).
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exporters.'?* This rate of duty (in addition to any ordinary customs duty owed) will be applied to
subsequent imports from the specified producers/exporters in the subject country, but it may be
adjusted if USDOC receives a request for an annual review.!?

The Commission instituted 31 new antidumping investigations, and made 34 preliminary determinations
and 52 final determinations in 2018.2° As a result of affirmative final USDOC and Commission
determinations, in 2018, USDOC issued 41 antidumping duty orders on 16 products from 22 countries
(table 2.1). The status of all antidumping investigations active at the Commission during 2018 —
including, if applicable, the date of final action—is presented in appendix table A.10. A list of all
antidumping duty orders and suspension agreements (agreements to suspend investigations)?? in effect
as of the end of 2018 appears in appendix table A.11.

12419 U.S.C. § 1677(35)(B); 19 U.S.C. § 1673d(c).

12519 U.S.C. § 1675(a).

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

127 An antidumping investigation may be suspended if exporters accounting for substantially all of the imports of
the merchandise under investigation agree either to eliminate the dumping or to cease exports of the merchandise
to the United States within six months. In extraordinary circumstances, an investigation may be suspended if
exporters agree to revise prices to completely eliminate the injurious effect of exports of the merchandise in
question to the United States. A suspended investigation is resumed, assuming it was not continued after the
suspension agreement was issued, if USDOC determines that the suspension agreement has been violated. See 19
U.S.C. § 1673c.
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Table 2.1 Antidumping duty orders that became effective during 20182

Trade Laws and Regulations

Range of dumping margins

Trade partner  Product (percent)
Argentina Biodiesel 60.44-86.41
Belarus Carbon and Alloy Steel Wire Rod 280.02
Belgium Citric Acid and Certain Citrate Salts 19.3
Canada Softwood Lumber Products 3.20-7.28
China Hardwood Plywood Products 183.36
China Aluminum Foil 48.64-105.80
China Carton-Closing Staples 115.65-263.40
China Tool Chests and Cabinets 97.11-244.29
China Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 45.13-186.89
China Fine Denier Polyester Staple Fiber 65.17-103.06
China Stainless Steel Flanges 257.11
China Cast Iron Soil Pipe Fittings 33.44-360.39
China Sodium Gluconate 213.15
China Forged Steel Fittings 8.00-142.72
Colombia Citric Acid and Certain Citrate Salts 28.48
Germany Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 3.11-209.06
India Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 8.26—33.80
India Fine Denier Polyester Staple Fiber 21.43
India Stainless Steel Flanges 14.29-145.25
Indonesia Biodiesel 92.52-276.65
Italy Carbon and Alloy Steel Wire Rod 12.41-18.89
Italy Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 47.87-68.95
Italy Forged Steel Fittings 49.43-80.20
South Korea Carbon and Alloy Steel Wire Rod 41.1
South Korea Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 30.67-48.00
South Korea Fine Denier Polyester Staple Fiber 30.15-45.23
South Korea Low Melt Polyester Staple Fiber 16.27

Russia
South Africa

Carbon and Alloy Steel Wire Rod
Carbon and Alloy Steel Wire Rod

436.80-756.93
135.46-142.26

Spain Carbon and Alloy Steel Wire Rod 10.11-32.64
Spain Ripe Olives 16.88-25.50
Switzerland Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 7.66—-30.48
Taiwan Fine Denier Polyester Staple Fiber 24.43-48.86
Taiwan Low Melt Polyester Staple Fiber 49.93
Taiwan Forged Steel Fittings 116.17
Thailand Citric Acid and Certain Citrate Salts 6.47-15.71
Turkey Carbon and Alloy Steel Wire Rod 4.74-7.94
Ukraine Carbon and Alloy Steel Wire Rod 34.98-44.03
Um.tEd Arab Carbon and Alloy Steel Wire Rod 84.10
Emirates

United Kingdom Carbon and Alloy Steel Wire Rod 147.63
Vietnam Tool Chests and Cabinets 327.17

Source: Compiled by USITC from Federal Register notices.

a Antidumping duty orders become effective following final affirmative determinations by USDOC and the Commission. The rates in the table

apply in addition to any ordinary customs duty owed.
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Countervailing Duty Investigations

The U.S. countervailing duty law is also set forth in Title VII of the Tariff Act of 1930, as amended. It
provides for the imposition of additional duties to offset (“countervail”) foreign subsidies on products
imported into the United States.'?® In general, procedures for such investigations are similar to those
under the antidumping law. Petitions are filed with USDOC (the administering authority) and with the
Commission. Before a countervailing duty order can be issued, USDOC must find that a countervailable
subsidy exists. In addition, the Commission must make an affirmative determination that a U.S. industry
is materially injured or threatened with material injury, or that the establishment of an industry is
materially retarded, because of the subsidized imports.

The Commission instituted 22 new countervailing duty investigations and made 25 preliminary
determinations and 21 final determinations during 2018. USDOC issued 18 countervailing duty orders on
13 products from eight countries in 2018 as a result of affirmative USDOC and Commission
determinations (table 2.2). The status of all countervailing duty investigations active at the Commission
during 2018, and, if applicable, the date of final action, is presented in appendix table A.12. A list of all

countervailing duty orders and suspension agreements!? in effect at the end of 2018 appears in
appendix table A.13.

128 A subsidy is defined as a financial benefit given by an authority (a government of a country or any public entity
within the territory of the country) to a person, in which the authority either (1) provides a financial contribution,
(2) provides any form of income or price support within the meaning of Article XVI of the General Agreement on
Tariffs and Trade 1994, or (3) makes a payment to a funding mechanism to provide a financial contribution, or
entrusts or directs a private entity to make a financial contribution, if providing the contribution would normally be
vested in the government and the practice does not differ in substance from practices normally followed by
governments. See 19 U.S.C. § 1677(5)(B).

129 A countervailing duty investigation may be suspended if the government of the subsidizing country or exporters
accounting for substantially all of the imports of the merchandise under investigation agree to eliminate the
subsidy, to completely offset the net subsidy, or to cease exports of the merchandise to the United States within
six months. In extraordinary circumstances, an investigation may be suspended if the government of the
subsidizing country or exporters agrees to completely eliminate the injurious effect of exports of the merchandise
in question to the United States. A suspended investigation is resumed, assuming it had not previously been
continued after issuance of the suspension agreement, if USDOC determines that the suspension agreement has
been violated. See 19 U.S.C. § 1671c.
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Range of countervailable

Trade partner  Product subsidy rates (percent)
Argentina Biodiesel 71.87-72.28
Canada Softwood Lumber Products 3.34-17.99
China Hardwood Plywood Products 22.98-194.90
China Aluminum Foil 17.14-80.52
China Tool Chests and Cabinets 14.03-95.96
China Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 18.27-21.41
China Fine Denier Polyester Staple Fiber 38.00-47.57
China Stainless Steel Flanges 174.73

China Cast Iron Soil Pipe Fittings 7.37-133.94
China Sodium Gluconate 194.67

China Forged Steel Fittings 13.41

India Fine Denier Polyester Staple Fiber 13.38-27.36
India Stainless Steel Flanges 4.92-256.16
India Cold-Drawn Mechanical Tubing of Carbon and Alloy Steel 8.02-42.60
Indonesia Biodiesel 34.45-64.73
Italy Carbon and Alloy Steel Wire Rod 4.16-44.18
Spain Ripe Olives 7.52-27.02
Turkey Carbon and Alloy Steel Wire Rod 3.81-3.88

Source: Compiled by USITC from Federal Register notices.
@ Countervailing duty orders become effective following final affirmative determinations by USDOC and the Commission. The rates in the table
apply in addition to any ordinary customs duty owed.

Reviews of Outstanding Antidumping and Countervailing Duty
Orders/Suspension Agreements

Section 751(a) of the Tariff Act of 1930 requires USDOC, if requested, to conduct annual reviews of
outstanding antidumping duty and countervailing duty orders to ascertain the amount of any net
subsidy or dumping margin and to determine compliance with suspension agreements. Section 751(b)
also authorizes USDOC and the Commission, as appropriate, to review certain outstanding
determinations and agreements after receiving information or a petition that shows changed
circumstances.’3® Where a changed-circumstances review is directed to the Commission, the party that
is asking to have an antidumping duty order or countervailing duty order revoked or a suspended
investigation terminated has the burden of persuading the Commission that circumstances have
changed enough to warrant revocation.?*! On the basis of either USDOC’s or the Commission’s review,
USDOC may revoke an antidumping duty or countervailing duty order in whole or in part, or may either
terminate or resume a suspended investigation.

The sunset process began in 1995. It is subject to section 751(c) of the Tariff Act of 1930, which requires
both USDOC and the Commission to conduct “sunset” reviews of existing antidumping duty and
countervailing duty orders and suspension agreements five years after their initial publication and five
years after publication of any subsequent determination to continue them. These reviews are intended
to determine whether revoking an order or terminating a suspension agreement would be likely to lead

13019 U.S.C. § 1675(b).
13119 U.S.C. § 1675(b)(3).
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to the continuation or recurrence of dumping or a countervailable subsidy and to material injury.3 If

either USDOC or the Commission reach negative determinations, the order will be revoked or the
suspension agreement terminated. During 2018, USDOC and the Commission instituted 34 sunset
reviews of existing antidumping and countervailing duty orders or suspended investigations,*** and the
Commission completed 55 reviews. As a result of affirmative determinations by USDOC and the
Commission, 50 antidumping duty and countervailing duty orders were continued. Appendix table A.14
lists, by date and action, the reviews of antidumping duty and countervailing duty orders and suspended
investigations completed in 2018.134

Section 129 Investigations

Section 129 of the U.S. Uruguay Round Agreements Act sets out a procedure by which the
Administration may respond to an adverse WTO panel or Appellate Body report concerning U.S.
obligations under the WTO agreements on safeguards, antidumping, or subsidies and countervailing
measures. Specifically, section 129 establishes a mechanism permitting USTR to request that the
agencies concerned—USDOC and the Commission—issue a consistency or compliance determination,
where such action is appropriate, to respond to the recommendations in a WTO panel or Appellate Body
report.'®

Hot-Rolled Steel from India. Following the December 19, 2014, adoption by the WTO Dispute
Settlement Body (DSB) of the panel and Appellate Body reports in United States—Countervailing
Measures on Certain Hot-Rolled Carbon Steel Flat Products from India (DS436), the United States stated
its intent to implement the recommendations of the DSB in a manner that respects U.S. WTO
obligations.'*® Subsequently, the Commission and USDOC issued consistency determinations pursuant to
section 129 in March 2016 and May 2016, respectively.’®” On April 22, 2016, the United States notified
the DSB that it had complied with the recommendations and rulings in this dispute.!38

On March 29, 2018, India requested the establishment of a WTO panel pursuant to Articles 6 and 21.5 of
the Dispute Settlement Understanding to review the consistency of the United States’ section 129
determinations with its WTO obligations. India challenged USDOC's findings regarding “public body”
specificity and the use of benchmarks, and the Commission’s price effects and impact findings, in their
respective consistency determinations. India also claimed that the United States had failed to

implement a DSB finding that a never-used portion of U.S. law was “as such” inconsistent with WTO

13219 U.S.C. § 1675(c).

133 Two of these instituted reviews (Ammonium Nitrate from Ukraine and Low Enriched Uranium from France)
were subsequently terminated and the outstanding antidumping duty orders revoked because the domestic
industries did not request that they be continued.

134 For detailed information on reviews instituted, as well as Commission action in all reviews, see the
Commission’s website section “Sunset Review Database” at https://pubapps2.usitc.gov/sunset/.

13519 U.S.C. § 3538; see also the Statement of Administrative Action submitted to Congress in connection with the
Uruguay Round Agreements Act, 353.

136 WTO, “Dispute Settlement: DS436: United States—Countervailing Measures on Certain Hot-Rolled Carbon Steel
Flat Products from India” (accessed July 8, 2019).

137 USITC, Hot-Rolled Steel Products from India, Inv. No. 701-TA-405 (Section 129 Consistency Determination),
March 2016; 81 Fed. Reg. 27412 (May 6, 2016).

138 For further discussion of the initial proceedings of this dispute, see USTR, 2017 Trade Policy Agenda and 2016
Annual Report, March 2017, 85-86.
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obligations.’®® The parties have completed all briefing in this implementation proceeding, the panel has
held its substantive meeting with the parties, and the dispute is currently under advisement.'*° The
panel is expected to complete its work and issue its report in 2019.4

Large Residential Washers from South Korea. On September 26, 2016, the DSB adopted the panel and
Appellate Body reports in United States—Anti-Dumping and Countervailing Measures on Large
Residential Washers from Korea (DS464).1%> On September 26, 2016, the United States stated that it
intended to implement the recommendations of the DSB in this dispute in a manner that respects U.S.
WTO obligations, and that it would need a reasonable period of time in which to do so. On April 13,
2017, an Article 21.3(c) arbitrator determined that the requested time period implementation would
expire on December 26, 2017.143

On December 15, 2017, USTR requested that USDOC make a determination under section 129 of the
Uruguay Round Agreements Act to address the DSB’s recommendations related to USDOC’s CVD
investigation of large residential washers from South Korea. On December 18, 2017, USDOC initiated a
section 129 proceeding, and completed that proceeding on June 4, 2018, with the issuance of a final
determination in which USDOC revised certain aspects of its original determination.**

Section 337 Investigations

Section 337 of the Tariff Act of 1930, as amended,* prohibits certain unfair practices in the import
trade, notably patent infringement. In this context, section 337 prohibits the importation into the United
States, the sale for importation, and the sale within the United States after importation of articles that
infringe a valid and enforceable United States patent, provided that an industry in the United States,
relating to articles protected by the patent concerned, exists or is in the process of being established.4
Similar requirements govern investigations involving infringement of other federally registered IPRs,

139 gpecifically, in the original dispute, the DSB found 19 U.S.C. § 1677(7)(G)(i)(Ill) to be WTO-inconsistent insofar as
this provision requires cross-cumulation of subsidized and non-subsidized imports when USDOC self-initiates an
antidumping (or countervailing duty) investigation on the same day a petitioner files a countervailing duty (or
antidumping) petition.

140 |ndia submitted written arguments to the WTO panel in July 2018 and October 2018, while the United States
submitted responding arguments in September 2018 and December 2018, respectively. The panel held substantive
meetings with India, the United States, and third parties on January 30 and 31, 2019.

L WTO, “United States—Countervailing Measures on Certain Hot-Rolled Carbon Steel Flat Products from India—
Communication from the Panel,” September 3, 2018.

12 \WTO, “Dispute Settlement: DS464: United States—Anti-Dumping and Countervailing Measures on Large
Residential Washers from Korea” (accessed July 8, 2019).

143 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 189.

144 WTO, “United States—Anti-dumping and Countervailing Measures on Large Residential Washers from Korea,”
June 12, 2018. On May 6, 2019, USDOC published a notice in the Federal Register announcing the revocation of the
antidumping and countervailing duty orders on imports of large residential washers from South Korea (84 Fed.
Reg. 19763 (May 6, 2019)). The United States represented to the DSB that, with this action, the United States has
completed implementation of the DSB recommendations concerning those antidumping and countervailing duty
orders. WTO, “United States—Anti-dumping and Countervailing Measures on Large Residential Washers from
Korea,” June 14, 2019.

14519 U.S.C. § 1337.

146 section 337 also applies to articles that are made, produced, processed, or mined under, or by means of, a
process covered by the claims of a valid and enforceable United States patent. 19 U.S.C. § 1337(a)(1)(B)(ii).

U.S. International Trade Commission | 73


https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/WT/DS/436-20.pdf
https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=q:/WT/DS/436-20.pdf
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds464_e.htm
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds464_e.htm
https://ustr.gov/sites/default/files/2019_Trade_Policy_Agenda_and_2018_Annual_Report.pdf
https://docs.wto.org/dol2fe/Pages/FE_Search/DDFDocuments/245941/q/WT/DS/464-17A6.pdf
https://docs.wto.org/dol2fe/Pages/FE_Search/DDFDocuments/254985/q/WT/DS/464-17A18.pdf
https://docs.wto.org/dol2fe/Pages/FE_Search/DDFDocuments/254985/q/WT/DS/464-17A18.pdf

The Year in Trade 2018

including registered trademarks, registered copyrights, registered mask works, and registered vessel hull
designs. In addition, the Commission has general authority to investigate other unfair methods of
competition and unfair acts in the importation and sale of products in the United States (such as
products manufactured abroad using stolen U.S. trade secrets), the threat or effect of which is to
destroy or injure a U.S. industry, to prevent the establishment of a U.S. industry, or to restrain or
monopolize trade and commerce in the United States.*” The Commission may institute an investigation
on the basis of a complaint or on its own initiative.14®

If the Commission determines that a violation exists, it can issue an exclusion order directing U.S.
Customs and Border Protection to block the imports in question from entry into the United States. The
Commission can also issue cease and desist orders that direct the violating parties to stop engaging in
the unlawful practices. The orders enter into force unless disapproved for policy reasons by USTR4°
within 60 days of issuance.'*®

During calendar year 2018, there were 130 active section 337 investigations and ancillary (secondary)
proceedings, 64 of which were instituted that year. Of these 64 new proceedings, 50 were new section
337 investigations and 14 were new ancillary proceedings relating to previously concluded
investigations. In 46 of the new section 337 investigations instituted in 2018, patent infringement was
the only type of unfair act alleged. Of the remaining 4 investigations, 1 involved allegations of patent
infringement and trademark infringement; 1 involved allegations of antitrust violations; 1 involved
allegations of false advertising and unfair competition; and 1 involved allegations of registered and
common law trademark infringement, trademark dilution, and trade dress infringement.

The Commission completed a total of 61 investigations and ancillary proceedings under section 337 in
2018, including 2 enforcement proceedings, 4 rescission proceedings, 2 proceedings relating to bond
forfeiture and return, 1 remand proceeding, 2 modification proceedings, and 1 combined modification
and rescission proceeding.® In addition, the Commission issued 3 general exclusion orders, 12 limited
exclusion orders, and 34 cease and desist orders during 2018. The Commission terminated 26
investigations without determining whether there had been a violation. Of these terminated
investigations, 15 were terminated on the basis of settlement agreements and/or consent orders, 9

147 Other unfair methods of competition and unfair acts have included common-law trademark infringement,
trademark dilution, trade dress infringement, false advertising, false designation of origin, and antitrust violations.
Unfair practices that involve the importation of dumped or subsidized merchandise must be pursued under
antidumping or countervailing duty provisions, not under section 337.

148 19 U.S.C. § 1337(b)(1).

14919 U.S.C. § 1337(j). Although the statute reserves the review for the President, since 2005 this function has
been officially delegated to the USTR. 70 Fed. Reg. 43251 (July 26, 2005).

150 section 337 investigations at the Commission are conducted before an administrative law judge (ALJ) in
accordance with the Administrative Procedure Act, 5 U.S.C. §§ 551 et seq. The ALJ conducts an evidentiary hearing
and makes an initial determination, which is transmitted to the Commission for review. If the Commission finds a
violation, it must determine the appropriate remedy, the amount of any bond to be collected while its
determination is under review by USTR, and whether public-interest considerations preclude issuing a remedy.

151 A rescission proceeding is a proceeding to determine whether or not to rescind a previously issued remedial
order. A remand is a situation in which the U.S. Court of Appeals for the Federal Circuit has directed the
Commission to conduct additional proceedings with respect to a previously concluded investigation.
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were terminated based on withdrawal of the complaint, and 2 were terminated for other reasons.
Commission activities involving section 337 proceedings in 2018 are presented in appendix table A.15.

Figure 2.1 Products at issue in active proceedings, 2018

B Consumer

electronics 6%
B Small consumer

items 9%

B Computer and

| Automotive, telecom 38%

manufacturing, and
transport 12%

B Pharmaceuticals and
medical devices 13%

B Other 22%

Source: USITC calculations.
Note: Underlying data can be found in appendix table B.9.

The section 337 investigations active in 2018 continued to involve a broad spectrum of products. As in
prior years, technology products were the single largest category, with approximately 38 percent of the
active proceedings involving computer and telecommunications equipment and another 6 percent
involving consumer electronics. The second-largest category was pharmaceuticals and medical devices,
which were at issue in about 13 percent of the active proceedings. Automotive, manufacturing, and
transportation products were at issue in about 12 percent of the active proceedings, and small
consumer products were at issue in about 9 percent of the proceedings (figure 2.1). The remaining 22
percent of active proceedings involved a wide variety of other types of articles, including toner
cartridges, heavy-duty industrial mats, LED concert lights, beer dispensers, convertible sofas, arrow
rests, baby formula supplements, carburetors, refrigerator water filters, cover plates for switches and
outlets, and strength training systems.

At the close of 2018, 69 section 337 investigations and related proceedings were pending at the
Commission. As of December 31, 2018, there were 114 exclusion orders based on violations of section
337 in effect. Appendix table A.16 lists the investigations in which these exclusion orders were issued.
Copies of the exclusion orders are available on the Commission’s website at
https://www.usitc.gov/intellectual property/exclusion orders.htm. For additional detailed information
about 337 investigations instituted since October 1, 2008, see the Commission’s “337Info” database,
found at https://pubapps2.usitc.gov/337external.
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National Security Investigations

During 2018, USDOC completed two investigations and instituted two new investigations under the
national security provisions in section 232 of the Trade Expansion Act of 1962.%>21n the two completed
investigations, relating to steel and aluminum respectively and begun in 2017, the Secretary of
Commerce (the Secretary) made affirmative findings and remedy recommendations. The President
concurred with the Secretary’s findings in both investigations and issued proclamations imposing higher
duties on the subject imports. The Secretary instituted two new investigations under section 232 in May
and July 2018, respectively, on imports of automobiles and uranium. Both investigations were pending
at the end of 2018.

On March 8, 2018, the President issued two proclamations, Proclamation 9705 and 9704, imposing
higher tariffs on certain steel and aluminum products, respectively. The proclamations were issued
following receipt of reports and findings from the Secretary under the national security provision,
section 232 of the Trade Expansion Act of 1962. The higher tariffs—25 percent ad valorem on certain
steel products, and 10 percent ad valorem on certain aluminum products—remained in effect for the
duration of 2018 and were still in effect when this report was prepared in 2019. The President modified
the proclamations several times during 2018 to exempt certain countries and products.

On May 23, 2018, the Secretary initiated an investigation under section 232 of the Trade Expansion Act
to determine the effects on national security of imports of automobiles, including cars, SUVs, vans and

light trucks, and automobile parts. USDOC scheduled public hearings in the investigation for July 19-20,
2018.%52 The investigation was still in progress at the end of 2018.%>* For country-specific developments

15219 U.S.C. § 1862.
153 UsSDOC, “Notice of Request for Public Comments and Public Hearing on Section 232 National Security
Investigation of Imports of Automobiles, Including Cars, SUVs, Vans and Light Trucks, and Automotive Parts,” 83
Fed. Reg. 24735 (May 30, 2018).
154 The Secretary transmitted his report to the President on February 17, 2019. On May 17, 2019, the President
issued Proclamation 9888 (84 Fed. Reg. 23433 (May 21, 2019)). The proclamation noted that the Secretary found
that “automobiles and certain automobile parts are being imported into the United States in such quantities and
under such circumstances as to threaten to impair the national security of the United States.” It also noted that the
Secretary found that “these imports are ‘weakening our internal economy’ and that ‘[t]the contraction of the
American-owned automotive industry, if continued, will significantly impede the United States’ ability to develop
technologically advanced products that are essential to our ability to maintain technological superiority to meet
defense requirements and cost effective global power protection.”” The President concurred with the Secretary’s
finding and proclaimed the following:
(1) The Trade Representative, in consultation with the Secretary, the Secretary of the Treasury, and any
other senior executive branch officials the Trade Representative deems appropriate, shall pursue
negotiation of agreements contemplated in 19 U.S.C. 1862(c)(3)(A)(i) to address the threatened
impairment of the national security with respect to imported automobiles and certain automobile parts
from the European Union, Japan, and any other country the Trade Representative deems appropriate.
(2) The Trade Representative, within 180 days, shall update [the President] on the outcome of the
negotiations directed under clause (1).
(3) The Secretary shall continue to monitor imports of automobiles and certain automobile parts and
shall, from time to time, in consultation with any senior executive branch officials the Secretary deems
appropriate, review the status of such imports with respect to the national security. The Secretary shall
inform the President of any further actions that . .. might indicate the need for further action by the
President under section 232.
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in this investigation, see the European Union, Canada, Mexico, Japan, and South Korea sections in
chapter 6.

On July 18, 2018, the Secretary initiated an investigation under section 232 of the Trade Expansion Act
to determine the effects on the national security of imports of uranium. Interested parties were invited
to submit written comments on the investigation by September 10, 2018;** this date was later
extended to September 25, 2018.%%° The investigation was in progress at the end of 2018.%%’

Section 232 of the Trade Expansion Act requires the Secretary to submit a report to the President within
270 days of instituting an investigation. The report must include the Secretary’s findings “with respect to
the effect of the importation of such article in such quantities or under such circumstances upon the
national security” and his recommendations for action or inaction. The statute also provides that if the
Secretary finds that the imported article “is being imported into the United States in such quantities or
under such circumstances as to threaten to impair the national security,” he must so advise the
President in his report. 18

Steel Proclamations

The Secretary initiated the steel investigation on April 19, 2017. On April 20, 2017, the President signed
a memorandum directing the Secretary to proceed expeditiously in conducting the investigation. The
Secretary transmitted his report to the President on his department’s national security investigation of
U.S. steel imports on January 11, 2018. Based on findings in the report, the Secretary found “the present
guantities and circumstance of steel imports are ‘weakening our internal economy’ and threaten to
impair the national security as defined in Section 232.” He found that several important factors—
including the level of global excess capacity, the level of U.S. imports, the reduction in basic U.S. oxygen
furnace facilities since 2001, and the potential impact of further U.S. plant closures on capacity needed
in a national emergency—supported recommending action under section 232.%%°

To address the threat and to enable U.S. steel producers to operate at about an 80 percent or better
capacity utilization rate based on available capacity in 2017, the Secretary recommended two
alternative courses of action: (1) apply a quota to imports of five categories of steel—flat, long, semi-

(4) Any provision of previous proclamations and Executive Orders that is inconsistent with the actions
taken in this proclamation is superseded to the extent of such inconsistency.
155 UsSDOC, Notice of Request for Public Comments on Section 232 National Security Investigation on Imports of
Uranium, 83 Fed. Reg. 35204 (July 25, 2018).
156 USDOC, Change in Comment Deadline for Section 232 National Security Investigation on Imports of Uranium, 83
Fed. Reg. 45595 (Sept. 10, 2018).
157.0n July 12, 2019, the President issued a memorandum stating that the Secretary had transmitted his report to
the President on April 14, 2019, and that the Secretary had found and advised that uranium is being imported into
the United States in such quantities and under such circumstances as to threaten to impair the nation security of
the United States as defined under section 232 of the Act. However, the President stated that he did not concur
with the Secretary’s finding that uranium imports threaten to impair the national security, and the President found
that “a fuller analysis of national security considerations with respect to the entire nuclear fuel supply chain is
necessary at this time.” White House, “Memorandum on the Effect of Uranium,” July 12, 2019.
15819 U.S.C. § 1862(b)(3)(A).
159 UsSDOC, BIS, OTE, The Effect of Imports of Steel on the National Security, January 11, 2018.
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finished, pipe and tube, and stainless (“subject steel”)—at a level of 63 percent of each country’s 2017
import levels, or (2) apply a tariff to imports of subject steel at a rate of 24 percent ad valorem. 1

On March 8, 2018, the President issued Proclamation 9705, which imposed a tariff at a rate of 25
percent ad valorem on imports of subject steel, ! but exempted imports of subject steel from Canada
and Mexico pending ongoing discussions.2 The President subsequently issued Proclamation 9711 of
March 22, 2018, temporarily exempting Australia, Argentina, South Korea, Brazil, and the European
Union (EU) from the tariff after having found satisfactory alternative means to address the national
security concern.'® The President subsequently issued several additional proclamations making further
adjustments.1®*

Aluminum Proclamations

The Secretary initiated the investigation on aluminum imports on April 26, 2017. On April 27, 2017, the
President signed a memorandum directing the Secretary to proceed expeditiously in conducting his
investigation. The President further directed that if the Secretary found that aluminum was being
imported into the United States in such quantities or under such circumstances as to threaten to impair
the national security, the Secretary should recommend actions and steps that should be taken to adjust
aluminum imports so that they would not threaten to impair the national security.®

The Secretary transmitted his department’s report on U.S. aluminum imports to the President on
January 19, 2018. In the report, the Secretary stated that “the present quantities and circumstances of
aluminum imports are ‘weakening our internal economy’ and threaten to impair the national security as
defined in Section 232.” He further stated that “the U.S. Department of Defense and critical domestic
industries depend on large quantities of aluminum”; that “import trends have left the United States
almost totally reliant on foreign producers of primary aluminum” (i.e., unwrought aluminum that is not
from recycled sources); that “the United States is at risk of becoming completely reliant on foreign
producers of high-purity aluminum essential for key military and commercial systems”; and that “the
domestic aluminum industry is at risk of becoming unable to satisfy existing national security needs or
respond to a national security emergency that requires a large increase in domestic production.”%®

The Secretary again recommended two alternative courses of action. He recommended that the
President (1) impose a worldwide quota on imports of primary aluminum and five types of wrought
aluminum (collectively “subject aluminum” %7) at a level of 86.7 percent of 2017 import levels, or apply

160 UsDOC, BIS, OTE, The Effect of Imports of Steel on the National Security, January 11, 2018, 5, 7.

161 Subject steel products by HTS classification are listed in the annex to Proclamation 9705, 83 Fed. Reg. 11625
(March 15, 2018).

162 proclamation 9705, 83 Fed. Reg. 11625 (March 15, 2018). For more information on developments related to
Canada and Mexico, see chapter 6.

163 proclamation 9711, 83 Fed. Reg. 13361 (March 28, 2018). For more information on developments related to
South Korea and the EU, see chapter 6.

164 See Proclamation 9740, 83 Fed. Reg. 20683 (May 7, 2018); Proclamation 9759, 83 Fed. Reg. 25857 (June 5,
2018; Proclamation 9772, 83 Fed. Reg. 40420 (August 15, 2019); and Proclamation 9777, 83 Fed. Reg. 45025
(September 4, 2018).

16582 Fed. Reg. 21509 (May 9, 2017).

166 USDOC, BIS, OTE, The Effect of Imports of Aluminum on the National Security, January 17, 2018.

167 Subject aluminum products by HTS classification are listed in the annex to Proclamation 9704, 83 Fed. Reg.
11619 (March 15, 2018).
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a tariff on all imports of subject aluminum at a rate of 7.7 percent ad valorem; or (2) impose a tariff on
imports of subject aluminum from a subset of economies (China, Hong Kong, Russia, Venezuela, and
Vietnam) at a rate of 23.6 percent ad valorem. The Secretary stated that these five economies “are the
source of substantial imports due to significant overcapacity, and/or are potential unreliable suppliers or
likely sources of transshipped aluminum from China.” 68

On March 8, 2018, the President issued Proclamation 9704, which imposed a tariff at a rate of 10
percent ad valorem, in addition to the current rate of duty, on imports of subject aluminum, but
exempted imports of subject aluminum from Canada and Mexico pending ongoing discussions.® The
President subsequently issued Proclamation 9710, temporarily exempting Australia, Argentina, South
Korea, Brazil, and the EU from the tariff after having found satisfactory alternative means to address the
national security concern,'’® and later issued additional proclamations making further adjustments.’

Trade Adjustment Assistance

For several decades, the United States has provided trade adjustment assistance (TAA) to aid U.S.
workers and firms adversely affected by import competition.’2 On June 29, 2015, President Barack
Obama signed into law the Trade Preferences Extension Act (TPEA). Title IV of the TPEA—the Trade
Adjustment Assistance Reauthorization Act of 2015 (TAARA 2015)—amended and reauthorized TAA for
six years, until June 30, 2021.13 The main TAA programs in effect in fiscal year (FY) 2018 were TAA for
Workers, administered by the U.S. Department of Labor (USDOL), and TAA for Firms, administered by
the U.S. Department of Commerce (USDOC). A third program, TAA for Farmers, administered by the U.S.
Department of Agriculture (USDA), was reauthorized by Congress under the TPEA of 2015.17* However,
the U.S. Congress did not appropriate funding for new participants in this program for FY 2018.'7> As a
result, USDA did not accept any new petitions or applications for benefits in FY 2018.17®

168 USDOC, BIS, OTE, The Effect of Imports of Aluminum on the National Security, January 17, 2018, 5-6, 8, 108.

169 proclamation 9704, 83 Fed. Reg. 11619 (March 15, 2018). For more information on developments related to
Canada and Mexico, see chapter 6.

170 proclamation 9710, 83 Fed. Reg. 13355 (March 28, 2018). For more information on developments related to
South Korea and the EU, see chapter 6.

171 See Proclamation 9739, 83 Fed. Reg. 20677 (May 7, 2018); Proclamation 9758, 83 Fed. Reg. 25849 (June 5,
2018); and Proclamation 9776, 83 Fed. Reg. 45019 (September 4, 2018).

172 Trade adjustment assistance (TAA) was first established by the Trade Expansion Act of 1962 (Pub. L. 87-793) and
subsequently expanded and reauthorized numerous times. For more background on its history, see Guth and Lee,
“A Brief History,” January 2017. For recent history, see previous annual Year in Trade reports, found at
https://www.usitc.gov/research _and_analysis/year_in_trade.htm.

173 pub. L. 114-27, sect. 403. TAARA of 2015 contains sunset provisions similar to those in the Trade Adjustment
Assistance Extension Act (TAAEA) of 2011, which took effect in 2014. Beginning July 1, 2021, the TAA program is
scheduled to revert to a more limited set of eligibility and benefit provisions that are similar to the Reversion 2014
provisions (e.g., services firms will no longer be eligible for the program). These provisions are scheduled to remain
in place for one year; the authorization is set to expire after June 30, 2022, on which date the program is scheduled
to begin to be phased out. CRS, Trade Adjustment Assistance for Workers and the TAA Reauthorization Act of 2015,
August 14, 2018, 13.

174 The Trade Preferences Extension Act (TPEA) of 2015 reauthorized the TAA for Farmers Program for FY 2015
through FY 2021.

175 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 77.

176 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 77.
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Selected developments in the TAA programs for workers and firms during FY 2018 are summarized
below.*”’

Assistance for Workers

The provisions relating to TAA for Workers are set out in chapter 2 of title Il of the Trade Act of 1974.178
The program provides federal assistance to eligible workers who have been adversely affected by import
competition. The TAA program offers a variety of benefits and services to eligible workers, including
training, help with healthcare premium costs, trade readjustment allowances, reemployment assistance,
and employment and case management services.'’® Current information on provisions of the TAA for
Workers program, as well as detailed information on program eligibility requirements, benefits, and
available services, is available at USDOL’s Employment and Training Administration (ETA) website for
TAA, https://www.doleta.gov/tradeact/.

For petitioning workers to be eligible to apply for TAA, the Secretary of Labor must determine that they
meet certain criteria relating to the reasons they were separated from their firm, including declining
sales or production at their firm and increased imports of like or directly competitive articles.&
(Workers often apply in groups based on their former firms.) Workers at firms that are or were suppliers
to or downstream users of the output of TAA-certified firms may also be eligible for TAA benefits. 8!

In 2018, $667.1 million was allocated to state governments to fund the TAA for Workers program. This
funding included $397.9 million for “training and other activities,” which includes funds for training, job
search allowances, relocation allowances, employment and case management services, and related
state administration; $242.6 million for trade readjustment allowance benefits; and $26.7 million for
reemployment trade adjustment assistance benefits.#?

Groups of workers submitted 1,178 petitions for TAA in FY 2018, up 13.6 percent from the 1,037
petitions filed in FY 2017. USDOL certified 895 petitions covering 76,902 workers as eligible for TAA, and
denied 217 petitions covering 17,374 workers.'® The largest number of petitions certified in FY 2018
was in the Midwest census region, followed by the West, Northeast, and South (table 2.3).1® By state,
California had the most workers certified (6,193 workers), followed by Texas (5,125), Oregon (4,482),
Pennsylvania (4,463), and Ohio (4,241).1%

177 kY 2018 ran from October 1, 2017, to September 30, 2018.

178 19 U.S.C. § 2271 et seq.

179 Trade Readjustment Allowances (TRAs) provide income support to eligible workers who participate in training.
Reemployment TAA provides a wage supplement to eligible workers age 50 or older when they accept new
employment at a lower wage. USDOL, ETA, “TAA Program Benefits and Services under the 2015 Amendments”
(accessed May 28, 2019).

180 See 19 U.S.C. § 2272.

18119 U.S.C. § 2272.

182 YSTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 77.

183 USDOL, ETA, email message to USITC staff, May 30, 2019.

184 The regional classification is based on definitions from the U.S. Census Bureau. See U.S. Census website,
https://www2.census.gov/geo/pdfs/maps-data/maps/reference/us regdiv.pdf (accessed June 7, 2019).

185 USDOL, ETA, email message to USITC staff, May 30, 2019.
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Table 2.3 TAA certifications, by region, FY 2018

Census region No. of petitions certified No. of workers covered
Midwest 252 21,824
South 192 23,707
Northeast 217 16,025
West 233 15,336
Other 1 10

Source: USDOL, ETA, email message to USITC staff, May 30, 2019.

The majority (57.2 percent, 512 petitions) of the TAA petitions certified during FY 2018 were in the
manufacturing sector, covering 50,849 workers, followed by the professional, scientific, and technical
services sector (14.2 percent, 127 petitions) and the finance and insurance sector (5.7 percent, 51
petitions) (figure 2.2).18¢

Figure 2.2 Share of TAA petitions certified by industry sector in FY 20182

Professional, scientific, and
technical services 14%

Finance and insurance 6%

B Wholesale trade 6%

B Administrative and support
and waste management and

m M f; i 79 . .
anufacturing 57% remediation services 5%

B Information 4%
Other 8%

Source: USDOL, ETA, email message to USITC staff, June 8, 2019.
2 “Other” includes all industry sectors where less than 20 petitions were certified in FY 2018.
Note: Underlying data can be found in appendix table B.10.

Assistance for Firms

The TAA for Firms program®’ provides technical assistance to help U.S. firms experiencing a decline in
sales and employment to become more competitive in the global marketplace.!® The program provides

186 YSDOL, ETA, email message to USITC staff, June 8, 2019.
187 Trade Act of 1974, 19 U.S.C. § 2341 et seq.
188 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 78.
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cost-sharing technical assistance to help eligible businesses create and implement targeted business
recovery plans. The program pays up to 75 percent of the costs of developing the recovery plans, with
firms also contributing a share of the cost of creating and implementing their recovery plans.!® Current
information on provisions of the TAA for Firms program, as well as detailed information on program
eligibility requirements, benefits, and available services, is available at USDOC’s Economic Development
Administration (EDA) website for TAA, http://www.taacenters.org/.

To be eligible for the program, a firm must show that an increase in imports of like or directly
competitive articles “contributed importantly” to the decline in sales or production and to the
separation or threat of separation of a significant portion of the firm’s workers.'*® The program supports
a nationwide network of 11 nonprofit or university-affiliated Trade Adjustment Assistance Centers to
help firms to apply for a certification of eligibility and prepare and to implement a business recovery
plan or adjustment proposal.’®? Firms generally have up to five years to implement an approved
adjustment proposal.??

In FY 2018, EDA awarded a total of $13 million in TAA for Firms Program funds to its national network of
11 Trade Adjustment Assistance Centers. 3 During FY 2018, EDA certified 82 petitions for eligibility and
approved 98 adjustment proposals.?®

Tariff Preference Programs

Generalized System of Preferences

The U.S. Generalized System of Preferences (GSP) program authorizes the President to grant duty-free
access to the U.S. market for about 3,500 products that are imported from designated developing
countries and territories.'®® Certain additional products (about 1,500 products) are allowed duty-free
treatment only when originating from countries designated as least-developed beneficiary developing
countries (LDBDCs).% The President’s authority to provide duty-free treatment under the GSP program,
which had expired on December 31, 2017, was reauthorized on March 23, 2018, with retroactive
coverage from January 1, 2018, through December 31, 2020. The renewal also made technical
modifications to procedures for competitive need limitations (CNLs) and waivers.*®’

189 USDOC, EDA, “Trade Adjustment Assistance for Firms” (accessed May 28, 2019).

190 YSTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 78.

11 USDOC, EDA, Fiscal Year 2016 Annual Report to Congress: Trade Adjustment Assistance for Firms Program,
(accessed May 28, 2019), 6-7.

192 YysDOC, EDA, Fiscal Year 2016 Annual Report to Congress: Trade Adjustment Assistance for Firms Program,
(accessed May 28, 2019), 9.

193 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 78.

194 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 78.

195 The program is authorized by Title V of the Trade Act of 1974, as amended, 19 U.S.C. § 2461 et seq. The list of
current GSP beneficiaries can be found on the USTR’s website at https://ustr.gov/issue-areas/trade-
development/preference-programs/generalized-system-preference-gsp/gsp-program-inf.

19 USTR, U.S. Generalized System of Preferences (GSP) Guidebook, November 2018, 3.

197 See H.R. 1625 (Consolidated Appropriations Act of 2018) at https://www.congress.gov/bill/115th-
congress/house-bill/1625/text.
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The goal of the GSP program is to accelerate economic growth in developing countries by offering
unilateral tariff preferences for imports into the U.S. market.'®® An underlying principle of the GSP
program is that the creation of trade opportunities for developing countries encourages broader-based
economic development and creates momentum for economic reform and liberalization.*®

Countries are designated as “beneficiary developing countries” under the GSP program by the President.
However, they can lose this designation based on findings of country practices that violate the
provisions of the GSP statute, including inadequate protection of IPRs or of internationally recognized
worker rights.2% Complaints about such violations (“country practice allegations”) are usually brought to
the attention of the interagency GSP subcommittee by a petition process; the subcommittee may launch
a country practice review in response.

The President also designates the articles that are eligible for duty-free treatment, but may not
designate articles that he determines to be “import sensitive” in the context of the GSP. Rather, certain
goods (e.g., most footwear, textiles, and apparel) are designated by statute as “import sensitive” and
thus not eligible for duty-free treatment under the GSP program. The statute further provides that
countries “graduate” from the program when they become “high income,” as defined by the World
Bank’s per capita income tables.?’? In addition, the statute allows for ending the eligibility of certain
imports, or imports from specific countries, under certain conditions.

Competitive need limitations (CNLs) are another important part of the GSP program’s structure. CNLs
are quantitative ceilings on GSP benefits for each product and beneficiary developing country.?’? The
GSP statute provides that a beneficiary developing country will lose its GSP eligibility with respect to a
product if the CNLs are exceeded, though waivers may be granted under certain conditions. Two
different measures for CNLs may apply to U.S. imports of a particular product from a beneficiary
developing country during any calendar year. One CNL measure applies to imports from a beneficiary
developing country that account for 50 percent or more of the value of total U.S. imports of that
product. The other applies to imports that exceed a certain dollar value ($185 million in 2018).2%3

In addition, the legislation to reauthorize the GSP program in 2006 provided that a CNL waiver should be
revoked under certain circumstances: (1) if it has been in effect on a product for five or more years, and
(2) if total U.S. imports from a beneficiary developing country exceed certain “super-competitive” value
thresholds—that is, 75 percent of all U.S imports or 150 percent of the current year’s CNL dollar limit.2%

198 USTR, U.S. Generalized System of Preferences (GSP) Guidebook, November 2018, 3.

199 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 56.

200 As of May 2019, there were 12 ongoing country practice petitions under review by the GSP subcommittee. See
USTR, “Ongoing Country Reviews,” May 2019. On April 12, 2018, USTR announced new GSP eligibility reviews of
India, Indonesia, and Kazakhstan. USTR, “USTR Announces New GSP Eligibility Reviews of India, Indonesia, and
Kazakhstan,” April 2018; USTR, “USTR Announces New Enforcement Priorities for GSP,” October 24, 2017.

201 World Bank, “GDP Per Capita (Current USS)” (accessed June 20, 2019).

202 CNLs do not apply to least-developed beneficiary developing countries (LDBDCs) or to developing countries that
are beneficiaries of the African Growth and Opportunity Act.

203 YSTR, U.S. Generalized System of Preferences (GSP) Guidebook, November 2018, 11.

20419 U.S.C. § 2463(d)(4)(B)(ii).
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The following developments with respect to the U.S. GSP program occurred in 2018:%%

e Public Law 115-141 established a new timeline for the GSP review: The date for exclusion of items
exceeding CNLs changed from July 1 to November 1. Public Law 115-141 also changed the time
period used to determine whether a product is not produced in the United States. Under prior law,
the time period was a specific date for determining whether a like or directly competitive domestic
product was not produced in the United States. That date was January 1, 1995. Public Law 115-141
amended the law to state that the product must not have been produced in the United States ““in
any of the. . . three calendar years” before the annual review. For the 2017/2018 Annual Review this
means calendar years 2015 to 2017.2%

e Presidential Proclamation 9687 of December 22, 2017, also partially removed GSP eligibility from
Ukraine, effective April 26, 2018, as the result of a country practice review of Ukraine’s protection of
IPRs. This partial removal covered 147 subheadings in the Harmonized Tariff Schedule of the United
States (HTS). Ukraine had previously lost its GSP eligibility in 2001, also because of its failure to
adequately protect IPRs, but was reinstated in 2006.%%7

e Presidential Proclamation 9687 of December 22, 2017, ended the total suspension of Argentina’s
GSP benefits, effective January 1, 2018. Argentina’s GSP benefits had been suspended in March
2012, based on Argentina’s failure to enforce arbitral awards in good faith. However, Argentina’s
GSP benefits had previously been partially removed as the result of a country practice review of
Argentina’s protection of IPRs. That earlier partial suspension was not ended by Proclamation 9687,
in light of ongoing concerns with Argentina’s protection of IPRs.2%

e The GSP Subcommittee initiated country practice reviews of India,?* Indonesia, Kazakhstan, and
Thailand, and held a public hearing on those GSP countries on June 19, 2018. 2° USTR also initiated a
country practice review for Turkey on August 16, 2018.%

e Results of the 2017/2018 GSP Annual Review included denial of petitions to add nine products to
the list of those eligible to all GSP beneficiary countries. The products that were not added included
certain fresh pears; certain melon and citrus peel; cottonseed; crude sunflower and safflower oil;
preserved or prepared apples; three different types of acids; and rubber transmission V-belts. The
products remain eligible for GSP benefits, however, for least-developed beneficiary countries
(LDBCs) only. Tart cherry juice concentrate and other cherry juice was removed from GSP eligibility

205 A complete list of actions taken in the 2017/2018 annual review may be found at https://ustr.gov/issue-
areas/preference-programs/generalized-system-preferences-gsp/prior-reviews/2018-annual-review.

206 pyb. L. 115-141 (March 23, 2018).

207 proclamation 9687, 82 Fed. Reg. 247 (December 22, 2017).

208 proclamation 9687, 82 Fed. Reg. 247 (December 22, 2017).

209 1n March 2019, USTR announced that the President decided to fully remove GSP benefits for India based on its
failure to provide equitable and reasonable market access in numerous sectors. USTR, “United States Will
Terminate GSP Designation of India and Turkey,” March 4, 2019. See also Presidential Proclamation 9902 of May
31, 2019.

210 YSTR, “USTR Announces New GSP Eligibility Reviews of India, Indonesia, and Kazakhstan,” April 12, 2018; 83
Fed. Reg. 24838 (May 30, 2018).

211 83 Fed Reg. 40839 (August 16, 2018). On May 16, 2019, the President issued a proclamation removing Turkey
from the GSP program based on its level of economic development. See Presidential Proclamation 9887 of May 16,
2019.
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for Turkey. A petition to remove non-adhesive plates and sheets of polymethyl methacrylate from
GSP for Indonesia and Thailand was denied. De minimis CNL waivers were not granted for 92 eligible
products.?!? One product (ammonium perrhenate from Kazakhstan) that had been excluded during
prior GSP reviews, but for which import levels had dropped below the threshold amounts set for the
current review, was redesignated as GSP eligible. The President denied four other petitions for

redesignations.?!3

U.S. imports under GSP preferences rose 10.7 percent, from $21.3 billion in 2017 to $23.6 billion in 2018
(table 2.4). These imports accounted for 9.9 percent of total U.S. imports from GSP beneficiary countries
and 0.9 percent of U.S. imports from all countries (tables 2.4 and A.2). The GSP utilization rate for 2018
(total imports claimed under GSP as a share of eligible imports from GSP countries) was 49.3 percent,
slightly down (0.6 percentage points) from 2017.

India was the leading source of imports entered under the GSP program in 2018, followed by Thailand
and Brazil, continuing a pattern established in 2011 (appendix table A.17). These three countries
together accounted for 55.6 percent of all U.S. imports under GSP in 2018, while the top five countries
(including Indonesia and Turkey) accounted for 73.2 percent of GSP imports. U.S. imports from four of
the top five countries increased in 2018 over the previous year; the exception was Brazil.

Table 2.4 U.S. imports for consumption from GSP beneficiaries, 2016-18

Item 2016 2017 2018
Total imports from GSP beneficiaries (million $) 201,315 214,626 237,541
Total imports under GSP (million $) 19,074 21,332 23,617
Imports under LDBDC provisions (million S)? 19,016 21,215 23,476
Imports under non-LDBDC provisions (million $)° 58 117 140
Imports under GSP (as a share of all imports from GSP countries) 9.5 9.9 9.9
Imports under GSP (as a share of all imports eligible for GSP) 48.6 49.9 49.3

Source: USITC DataWeb/USDOC, May 23, 2019.

Note: Because of rounding, figures may not add up to totals shown. LDBDC = least-developed beneficiary developing country.

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

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

In 2018, the chemicals sector was again the top sector for imports claiming eligibility under GSP, up
$724 million, an increase of 15.9 percent from 2017 (appendix tables A.18 and A.19). The minerals and
metals sector ranked second in 2018, as it did in 2017, but imports claiming GSP decreased $399 million,
a drop of 9.5 percent. Agricultural products made up the third-largest sector in 2018 and saw imports
claiming GSP increase $448 million (13.6 percent) in 2018 over 2017. Energy-related products under GSP
increased 872.2 percent, by far the largest percentage increase in 2018.

212 As defined by the GSP statute, a waiver may be given when total U.S. imports from all countries of a given
product are “de minimis” (a threshold value beneath which an import is entered with no duty). Like the dollar-
value CNLs, the de minimis level is adjusted each year, in increments of $500,000. The de minimis level in 2018 was
$24 million.

213 Results of the 2018 Annual Review Lists are available here:
https://ustr.gov/sites/default/files/IssueAreas/gsp/Results%200f%20the%20Review%20Lists%202017 2018.pdf.
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Among the top 15 U.S. imports under GSP in 2018, 10 imports increased in value over 2017 levels and 5
decreased in value from 2017 levels (appendix table A. 20). Gold jewelry imports were the leading GSP
import product by value, but dropped 0.9 percent from 2017. Turkey, Indonesia, and South Africa
accounted for 78.0 percent of this GSP trade.?!* Luggage and travel goods, recently added to GSP
eligibility for all beneficiaries, were the second GSP import by value, increasing 154.5 percent over 2017.
(Previously these were eligible just for LDBDCs and AGOA beneficiary countries.)?'> Ferrochromium was
the third-highest GSP import by value, sourced primarily from South Africa.?'® GSP imports of
ferrochromium were the second-highest GSP import in 2017, but dropped 24.0 percent in 2018 from the
2017 amount.

Nepal Trade Preference Program

The Nepal Trade Preferences Act (NTPA) was established under section 915 of the Trade Facilitation and
Trade Enforcement Act of 2015.2 This act entered into effect on December 30, 2016.2*8 The Nepal
Trade Preference Program, which was launched under the authority of NTPA, was designed to help
Nepal’s economic recovery following a 2015 earthquake.?' It is scheduled to expire on December 31,
2025.%%

NTPA authorizes the President to provide preferential treatment to articles imported directly from

Nepal into the United States if the President determines that Nepal meets certain requirements set
forth in NTPA, in the African Growth and Opportunity Act (AGOA), and in GSP statutes.?? NTPA originally
gave Nepal duty-free access to the U.S. market for goods classified under 66 HTS 8-digit tariff lines,
including certain luggage and flat goods in HTS chapter 42, certain carpets and floor coverings in chapter
57, some apparel in chapters 61 and 62, two non-apparel made-up textile articles in chapter 63, and
various headwear items in chapter 65.222 Nepal is eligible for duty-free treatment on 77 tariff lines, 31 of
which are also duty free under GSP.?2® However, NTPA’s rules of origin differ from GSP’s; i.e., under
NTPA, U.S. content may be counted towards part of the 35 percent value added requirement.??

214 USITC DataWeb (accessed June 13, 2019).

215 president Trump added 23 luggage and travel goods to the list of products for eligible for duty-free treatment
under GSP for all beneficiary countries following the 2016/17 GSP Annual Review. 82 Fed. Reg. 31793 (July 10,
2017). President Obama designated certain luggage and travel goods as eligible for duty-free treatment for LDBDCs
and AGOA beneficiary countries on June 30, 2016. 81 Fed. Reg. 58547 (August 25, 2016).

216 YSITC DataWeb (accessed June 13, 2019).

217 pyb. L. 114-125; USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 37.

218 proclamation 9555, 81 Fed. Reg. 92499 (December 20, 2016).

213 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 37.

220 proclamation 9555, 81 Fed. Reg. 92499 (December 20, 2016).

2211n 2016, USITC conducted an investigation on whether certain textile and apparel articles from Nepal are import
sensitive. USITC, Nepal: Advice Concerning Whether Certain Textile and Apparel Articles Are Import Sensitive,
October 2016.

22219 U.S.C. § 4454 (c)(2)(A)(iii).

223 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 37; 81 Fed. Reg. 92499 (December 20,
2016). Nepal is an LDBDC under GSP. In 2018, it imported products under 140 of the over 5,000 HTS 8-digit tariff
lines under which it is eligible to receive duty-free treatment under GSP.

224 The cost or value of the materials produced in either Nepal or the United States, plus the direct cost of
processing performed in Nepal or the United States, must total at least 35 percent of the appraised customs value
of the product at the time of entry.
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In 2018, total U.S. imports from Nepal were $98.6 million; imports from Nepal under GSP were $9.2
million; and imports under NTPA were $3.1 million. Imports under NTPA represented 3.1 percent of
total imports from Nepal, a slight rise from 2.6 percent in 2017, the first year of the program (table 2.5).
U.S. Imports under NTPA and GSP as a share of all imports from Nepal that were eligible for NTPA and
GSP preferences rose from 59.1 percent in 2017 to 62.2 percent in 2018.

Table 2.5 U.S. imports for consumption from Nepal, 2016-18

Item 2016 2017 2018
Total imports from Nepal (thousand $) 88,298 91,744 98,628
Imports under GSP (thousand $) 9,438 8,567 9,176
Imports under NTPP (thousand S) 0 2,367 3,098
Share of total imports from Nepal:
Imports under GSP (percent) 10.7 9.3 9.3
Imports under NTPP (percent) 0.0 2.6 3.1
Imports under NTPP and GSP as a share of all NTPP-eligible imports (percent)® (®) 59.1 62.2

Source: USITC DataWeb/USDOC (accessed May 23, 2019).

2 U.S. imports under NTPA were first recorded in 2017.

b NTPP-eligible products are those for which a rate of duty of “free” appears in the special rate column of the HTS followed by the symbol “NP”
in parentheses. The symbol “NP” indicates that Nepal is eligible for duty-free treatment with respect to all articles listed in the designated
provisions. Includes imports for which preferential tariff treatment was claimed for NTPP-eligible goods by U.S. importers under GSP, for HTS
rate lines with special duty symbols “A,” “A*”, or “A+.”

Africa Growth and Opportunity Act

Enacted in 2000, the African Growth and Opportunity Act (AGOA) gives tariff preferences to eligible sub-
Saharan African (SSA) countries pursuing political and economic reform.?% In particular, AGOA provides
duty-free access to the U.S. market for all GSP-eligible products, and for more than 1,800 additional
qualifying HTS 8-digit tariff-line items that are eligible under AGOA only. While AGOA’s eligibility
criteria??® and rules of origin??” are similar to those of the GSP program, AGOA beneficiary countries are
exempt from the GSP competitive need limitations (CNLs).?2® AGOA also provides duty-free treatment
for certain apparel articles cut and sewn in designated beneficiary countries on the condition that
additional eligibility criteria are satisfied.??® The current AGOA expiration date is September 30, 2025.%°

Each year, the President must consider whether individual SSA countries are, or remain, eligible for
AGOA benefits based on the eligibility criteria. The Office of the U.S. Trade Representative (USTR)
initiates this annual eligibility review with the publication of a notice in the Federal Register requesting

22519 U.S.C. § 2463 and 19 U.S.C. § 3722.

226 AGOA eligibility criteria are set forth in section 104 of AGOA (19 U.S.C. § 3703) and section 502 of the Trade Act
of 1974 (19 U.S.C. § 2463). Countries must be GSP eligible as well as AGOA eligible in order to receive AGOA’s trade
benefits.

227 The (non-apparel) rules of origin under GSP (and AGOA) are set forth in section 503 of the Trade Act of 1974 (19
U.S.C. § 2463 (a)(2)) and are reflected in HTS general notes 4 and 16.

228 Section 111 (b) of AGOA (19 U.S.C. § 2463 (c)(2)(D)). The GSP program imposes quantitative ceilings called
competitive need limitations (CNLs) on GSP benefits for all tariff items and beneficiary developing countries. Under
certain circumstances, these ceilings may be waived. U.S. Customs, “Generalized System of Preferences (GSP)”
(accessed May 20, 2019).

229 Section 113 of AGOA (19 U.S.C. § 3722). See HTS chapter 98, subchapter XIX, for applicable provisions.

230 The Trade Preferences Extension Act of 2015 extended the expiration date of AGOA from September 30, 2015,
to September 30, 2025.
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comments and announcing a public hearing. In 2018, 40 SSA countries were eligible for AGOA
benefits.?3! Of these countries, 28 were eligible for AGOA textile and apparel benefits for all or part of
2018.2%2 Of the countries in the latter group, all but one (South Africa) were also eligible for additional
textile and apparel benefits intended for lesser-developed beneficiary countries (LDBCs) for all or part of
2018.%233 Notable among these extra benefits is the third-country fabric provision for LDBCs. This
provision provides duty-free treatment for certain apparel articles cut and sewn in designated
beneficiary countries from non-U.S., non-AGOA fabrics as long as additional eligibility criteria are
satisfied.?3* Meanwhile, as a result of the 2018 annual review of AGOA eligibility, Mauritania’s AGOA
eligibility was terminated effective January 1, 2019; 39 SSA countries remain eligible for AGOA benefits
in 2019.%%

In addition to the annual review process, any interested party may submit a petition to USTR, at any
time, with respect to whether a beneficiary SSA country is meeting the AGOA eligibility requirements for
an out-of-cycle review.?*® On March 21, 2017, the U.S.-based Secondary Materials and Recycled Textiles
Association filed a petition requesting an out-of-cycle review of AGOA eligibility for Kenya, Rwanda,
Tanzania, and Uganda. The petition stated that a March 2016 decision by the four countries to raise
tariffs and phase in a ban on imports of used clothing and footwear imposed a significant economic
hardship on the U.S. used clothing industry. The petition further contended that the decision was a
violation of the AGOA eligibility criteria, which included actions by beneficiary countries to eliminate
barriers to U.S. trade and investment.

231 YSTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 58-59. In 2018, the following 40 sub-
Saharan African (SSA) countries were designated as beneficiary AGOA countries: Angola, Benin, Botswana, Burkina
Faso, Cabo Verde, Cameroon, Central African Republic, Chad, Comoros, Cote d’lvoire, Djibouti, Ethiopia, Eswatini
(formerly Swaziland), Gabon, Gambia, Ghana, Guinea, Guinea-Bissau, Kenya, Lesotho, Liberia, Madagascar,
Malawi, Mali, Mauritania, Mauritius, Mozambique, Namibia, Niger, Nigeria, Republic of the Congo, Rwanda, Sao
Tomé and Principe, Senegal, Sierra Leone, South Africa, Tanzania, Togo, Uganda, and Zambia.

232 Twenty-eight SSA countries were eligible for AGOA textile and apparel benefits for all or part of 2018. They
included Benin, Botswana, Burkina Faso, Cameroon, Cabo Verde, Chad, Céte d’Ivoire, Eswatini (formerly
Swaziland), Ethiopia, Ghana, Guinea, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mauritius, Mozambique,
Namibia, Nigeria, Rwanda, Senegal, Sierra Leone, South Africa, Tanzania, Togo, Uganda, and Zambia. AGOA
benefits for Niger, Mali, and The Gambia were reinstated in 2011, 2014, and 2018, respectively. However, textile
and apparel benefits will not be reinstated for any of these countries until the country reapplies for its visa
arrangement. Meanwhile, Eswatini’s apparel benefits were reinstated on July 3, 2018, and Rwanda’s AGOA apparel
benefits were terminated on July 31, 2018. USDOC, OTEXA, “Preferences: Country Eligibility, Apparel Eligibility, and
Textile Eligibility (Category 0 and Category 9)” (accessed May 20, 2019).

233 YSDOC, OTEXA, “Preferences: Country Eligibility, Apparel Eligibility, and Textile Eligibility (Category 0 and
Category 9)” (accessed May 20, 2019).

234 USITC, Harmonized Tariff Schedule of the United States (2019), July 2019, chapter 98, subchapter XIX, U.S. note
2(a) through 2(e).

235 Mauritania’s AGOA eligibility was terminated mainly because it has been determined that the country has made
insufficient progress toward combating forced labor, in particular on the issue of hereditary slavery. In addition,
the government of Mauritania continues to restrict the ability of civil society to work freely to address antislavery
issues. USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 59; USTR, “President Trump
Terminates Trade Preference Program Eligibility for Mauritania,” November 2, 2018.

236 The Trade Preferences Extension Act of 2015 Section 105(c) added the out-of-cycle procedures to the eligibility
review process.
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In response to the petition, on June 20, 2017, USTR initiated an out-of-cycle review of AGOA eligibility
for Rwanda, Tanzania, and Uganda, but not Kenya. USTR explained that Kenya had taken steps to
reverse the tariff increases, effective July 1, 2017, and had pledged not to ban imports of used
clothing.?®” During the course of the out-of-cycle review, Tanzania and Uganda took similar actions to
address the concerns raised in the petition.?*® Therefore, on March 29, 2018, the President determined
that Tanzania and Uganda were meeting AGOA’s eligibility requirements.?** On July 30, 2018, the
President determined that Rwanda was no longer in compliance with AGOA'’s eligibility requirements,
and issued a proclamation suspending the application of duty-free treatment for all AGOA-eligible goods
in the apparel sector from Rwanda, effective July 31, 2018.24

In 2018, the value of U.S. imports that entered free of duty from beneficiary countries under AGOA
(including imports under GSP) was $12.0 billion, an 11.5 percent decline from 2017. These imports
accounted for 48.8 percent of total imports from AGOA countries in 2018. In 2018, imports entering the
United States exclusively under AGOA (excluding those entered under GSP) were valued at $10.8 billion,
accounting for 43.9 percent of U.S. imports from AGOA countries (table 2.6).24

Table 2.6 U.S. imports for consumption from AGOA beneficiaries, 2016-18

Item 2016 2017 2018
Total imports from AGOA countries (million ) 19,997 24,876 24,527
Imports under AGOA (million $)? 10,326 13,545 11,972
Imports under AGOA, excluding GSP (million $)® 9,140 12,230 10,777
Imports under AGOA (as a share of all imports from AGOA countries) 51.6 54.4 48.8
Imports under AGOA (as a share of all imports eligible for AGOA) 86.8 88.6 85.8

Source: USITC DataWeb/USDOC (accessed May 23, 2019).

a2 AGOA-eligible products are those for which a rate of duty of “free” appears in the special rate column of the HTS followed by the symbol “D”
in parentheses. The symbol “D” indicates that all AGOA beneficiaries are eligible for duty-free treatment with respect to all articles listed in the
designated provisions. In addition, provisions of subchapters Il and XIX of chapter 98 of the HTS set forth specific categories of AGOA-eligible
products, under the terms of separate country designations enumerated in subchapter notes. Includes imports for which preferential tariff
treatment was claimed for AGOA-eligible goods by U.S. importers under GSP, for HTS rate lines with special duty symbols “A,” “A*” (unless the
AGOA beneficiary country is excluded), or “A+.”

b Imports under AGOA includes AGOA-eligible products that may be imported under both AGOA and GSP. It is up to the exporting country or
importer to choose under which program it will claim preferential treatment.

The decline in U.S. imports under AGOA in 2018 compared to 2017 mainly reflected a decline in the
value and quantity of imports of crude petroleum and passenger motor vehicles under the program.2*?
The value of U.S. crude petroleum imports under AGOA fell 15.1 percent ($1.3 billion) from 2017 to
2018, and the quantity fell 36.2 percent (59.8 million barrels).?*3 The value of U.S. imports of passenger
motor vehicles under AGOA fell 54.6 percent (5644.0 million), and the quantity fell by 58.0 percent

237 82 Fed. Reg. 28217 (June 20, 2017); USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 59.
238 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 59.

239 USTR, “President Trump Determines Trade Preference Program Eligibility for Rwanda, Tanzania, and Uganda,”
March 29, 2018.

240 proclamation 9771, 83 Fed. Reg. 37993 (August 8, 2019); USTR, 2019 Trade Policy Agenda and 2018 Annual
Report, March 2019, 59.

241 For information on U.S. trade and investment with sub-Saharan Africa, including more about the AGOA
program, see USITC, U.S. Trade and Investment with Sub-Saharan Africa: Recent Developments, April 2018.

242 Crude petroleum refers to products classified under HTS 2709.00. Passenger motor vehicles here refers to
products classified under HTS 8703.23.

243 USITC DataWeb/USDOC (accessed May 21, 2019).
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(25,043 units) (appendix A.22).2** Nigeria, one of the top petroleum-producing countries in SSA,
experienced significant declines in the value and quantity of its exports of crude petroleum to the
United States under AGOA. Meanwhile, South Africa, the major SSA exporter of passenger motor
vehicles to the United States, experienced considerable declines in the value and quantity of their
exports of passenger motor vehicles to the United States under AGOA (appendix tables A.21 and A.22).

The major suppliers of duty-free U.S. imports under AGOA in 2018 were Nigeria (40.5 percent of total
AGOA imports), Angola (18.1 percent), South Africa (13.8 percent), Chad (5.6 percent), Kenya (4.3
percent), and Ghana (3.1 percent). These six countries accounted for 85.3 percent of total imports by
value under AGOA, a drop of 6.3 percentage points from 2017, mainly driven by a decline of U.S. imports
under AGOA from Nigeria, Angola, and South Africa (appendix table A.21).2%°

Crude petroleum continued to be the leading import under AGOA. It accounted for 69.9 percent of the
total value of AGOA imports in 2018, a 2.7 percentage point decline from 72.6 percent in 2017. The
decline in value of U.S. crude petroleum imports under AGOA was mainly due to the decline of U.S.
imports of such products from Nigeria.

Apparel products and passenger motor vehicles were two other major U.S. imports under AGOA. They
accounted for 11.2 percent and 5.0 percent of the value of total AGOA imports in 2018, respectively
(appendix table A.22).2%¢ U.S. passenger motor vehicle imports under AGOA came exclusively from South
Africa, and they declined in value from $1.2 billion in 2017 to $534.5 million in 2018. The decline was
driven in part by a fall in U.S. sales of imported C-Class Mercedes, which tend to come from South Africa
and were mainly produced by Mercedes-Benz South Africa (MBSA).2*” U.S. imports of apparel products
under AGOA were valued at $1.2 billion in 2018, an 18.4 percent increase from $1.0 billion in 2017.2
The increase was mainly due to an increase in U.S. imports under AGOA from the major apparel-
producing countries in SSA, such as Kenya, Lesotho, Madagascar, Ethiopia, and Ghana.2*

Section 105 of AGOA required the President to establish the U.S.-Sub-Saharan Africa Trade and
Economic Cooperation Forum (also known as the AGOA Forum) to discuss trade, investment, and
development at an annual ministerial-level meeting with AGOA-eligible countries.?*° The 17th annual
AGOA Forum was held in Washington, DC, on July 11-12, 2018. The theme of the forum was “Forging
New Strategies for U.S.-Africa Trade and Investment.” Participants from the U.S. side included senior
government officials, members of Congress, and private sector and civil society representatives.
Participants from the African side were mainly trade and commerce ministers from the AGOA-eligible
countries, heads of African regional economic communities, and representatives from the private sector

244 USITC DataWeb/USDOC (accessed May 21, 2019).

245 The drop in exports from Angola under AGOA was driven by a drop in exports of crude petroleum (HTS 2709.00)
under AGOA. However, U.S. crude petroleum imports for consumption from Angola increased overall between
2017 and 2018, as the volume of U.S. crude petroleum imports entering under GSP for LDBDCs and under no trade
preference program grew over this time period.

246 USITC DataWeb/USDOC (accessed May 24, 3019). Apparel products refers to products classified under HTS
chapters 61 and 62; passenger motor vehicles here refer to products classified under HTS 8703.23.

247 Ward'’s Intelligence, Ward’s Automotive Yearbook 2019 (accessed May 24, 2019).

248 USITC DataWeb/USDOC (accessed May 24, 3019). Apparel products refers to products classified under HTS
chapters 61 and 62.

249 USITC DataWeb/USDOC (accessed May 21, 2019).

25019 U.S.C. § 3704.
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and civil society. During the forum, U.S. Trade Representative Robert Lighthizer outlined the
administration’s trade policy approach towards Africa, and announced the administration’s intention to
establish a bilateral free trade agreement with an as-yet-undetermined African country. The ultimate
goal, according to the Trade Representative, is to have a network of free trade agreements which could
serve as building blocks to an eventual African continental trade partnership with the United States.?>!

Caribbean Basin Economic Recovery Act

The Caribbean Basin Economic Recovery Act (CBERA) was enacted in 1983 as part of the United States’
Caribbean Basin Initiative. Its goal was to encourage economic growth and development in the
Caribbean Basin countries by using duty preferences to promote increased production and exports of
nontraditional products.?? The Caribbean Basin Trade Partnership Act (CBTPA) amended CBERA in 2000
and expanded the list of qualified articles for eligible countries to include certain apparel.?>® The CBTPA
also extended “NAFTA-equivalent treatment” —that is, rates of duty equivalent to those accorded to
goods complying with the rules of origin applicable under the North American Free Trade Agreement
(NAFTA)—to a number of other products previously excluded from CBERA. These products included
certain tuna; crude petroleum and petroleum products; certain footwear; watches and watch parts
assembled from parts originating in countries not eligible for normal trade relations (NTR) rates of duty;
and certain handbags, luggage, flat goods, work gloves, and leather wearing apparel.?** Products that
are still excluded from CBERA preferential treatment include textile and apparel products not otherwise
eligible for preferential treatment under CBTPA (mostly textile products) and above-quota imports of
certain agricultural products subject to tariff-rate quotas (primarily sugar, beef, and dairy products).

CBTPA preferential treatment provisions were extended in 2010 through September 30, 2020, while the
original CBERA has no expiration date.?*® In the section that follows, the term CBERA refers to CBERA as
amended by the CBTPA.

At the end of 2018, 17 countries and dependent territories were designated eligible for CBERA
preferences,?® and 8 of those countries were designated eligible for CBTPA preferences.?’ Several

251 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 34.

252 For a more detailed description of CBERA, including country and product eligibility, see USITC, Caribbean Basin
Economic Recovery Act, 23rd Report, September 2017.

253 Textiles and apparel that were not subject to textile agreements in 1983 are eligible for duty-free entry under
the original CBERA provisions, which do not have an expiration date. This category includes only textiles and
apparel of silk or non-cotton vegetable fibers, mainly linen and ramie. Textile and apparel goods of cotton, wool, or
manmade fibers (“original MFA goods”) are not eligible under the original CBERA. “MFA” stands for the now-
expired Multi-Fibre Arrangement.

254 Normal trade relations (NTR) rates of duty, also known as most-favored-nation rates (MFN), are accorded to
countries having NTR status in the United States and do not allow discrimination between trading partners.

255 Certain preferential treatment provisions have been extended to September 30, 2020. These provisions relate
to import-sensitive textile and apparel articles from CBERA countries and to textile and apparel articles imported
under special rules for Haiti (see section on Haiti below). The extension occurred on May 24, 2010, when the
President signed the Haiti Economic Lift Program Act of 2010, Pub. L. 111-171, § 3.

256 Antigua and Barbuda, Aruba, The Bahamas, Barbados, Belize, Curagao, Dominica, Grenada, Guyana, Haiti,
Jamaica, Montserrat, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines, Trinidad and Tobago, and
the British Virgin Islands.

257 Barbados, Belize, Curagao, Guyana, Haiti, Jamaica, Saint Lucia, and Trinidad and Tobago.
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countries have asked to be designated as eligible for benefits under CBERA, CBTPA, or both, including
Turks and Caicos Islands, which requested eligibility under CBERA; Aruba, The Bahamas, Dominica,
Grenada, Montserrat, Saint Kitts and Nevis, and Saint Vincent and the Grenadines, under CBTPA;%*® and
Sint Maarten and Suriname, under both CBERA and CBTPA.%>°

In 2018, the value of U.S. imports under CBERA increased by 9.1 percent to $1.7 billion from $1.5 billion
in 2017 (table 2.7). The top five imports under CBERA in 2018 —methanol (HTS subheading 2905.11), T-
shirts (subheadings 6109.10 and 6109.90), and sweaters (subheadings 6110.20 and 6110.30)—
comprised 65 percent of imports under the program (appendix table A.24). The largest increase in the
value of U.S. imports under CBERA was in cotton T-shirts (subheading 6109.90), which increased by 28.9
percent to $106.2 million, primarily due to a 38.9 percent rise in the quantity imported. The next-largest
increase in import value was in methanol, which rose by 18.4 percent to $447.7 million, despite a 3.4
percent drop in the quantity imported. However, the value of a number of U.S. imports under the
program declined in 2018. U.S. imports of polystyrene declined by $13.8 million (17.6 percent), mostly
because of a decrease in quantity imported of 12.2 percent; and U.S. imports of crude petroleum
declined by $19.6 million (36.6 percent), mostly due to a decrease in quantity imported of 27.6
percent.?%0

Table 2.7 U.S. imports for consumption from CBERA/CBTPA beneficiaries, 2016-18

Item 2016 2017 2018
Total imports from CBERA countries (million $) 5,320 5,798 6,071
Total imports under CBERA/CBTPA (million $) 1,410 1,544 1,685
Imports under CBTPA (million $)2 931 928 1,000
Imports under CBERA, excluding CBTPA (million $)° 479 617 685
Imports under CBERA (as a share of all imports from CBERA countries) (%) 26.5 26.6 27.8
Imports under CBERA (as a share of all imports eligible for CBERA) (%) 72.2 67.1 65.9

Source: USITC DataWeb/USDOC (accessed March—June 2019).

Note: The data for U.S. imports under CBERA include U.S. imports under CBERA as amended by both CBTPA and the HOPE and HELP Acts. In
previous Year in Trade reports, trade data under the HOPE and HELP Acts were reported and analyzed separately only in the “Haiti Initiatives”
section. Thus, numbers from the previous report are not comparable to the numbers in the table above. Beginning this year, USITC staff have
tracked Census data of textile and apparel imports under HOPE/HELP at the shipment level. These data are cross-checked against aggregate
figures from USDOC'’S Office of Textiles and Apparel (OTEXA), which is part of the International Trade Administration, to ensure an accurate
reporting of HOPE/HELP utilization rates.

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

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

258 77 Fed. Reg. 61816 (October 11, 2012).

259 77 Fed. Reg. 61816 (October 11, 2012); 75 Fed. Reg. 17198 (April 5, 2010). Until 2010, Curacao and Sint Maarten
were members of the now-dissolved Netherlands Antilles.

260 For more information about these trade trends, see USITC, Caribbean Basin Economic Recovery Act, 24th
Report, September 2019.
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U.S. imports under CBERA accounted for 27.8 percent of all U.S. imports from CBERA countries in 2018
and for 65.9 percent of the U.S. imports from CBERA countries that were eligible for CBERA trade
preferences. Haiti was the leading supplier of U.S. imports under the program in 2018, accounting for
56.8 percent of the total value. Haiti is the only supplier of apparel under CBERA. Trinidad and Tobago
was the second leading supplier of U.S. imports under CBERA in 2018, accounting for 32.6 percent of the
total value. Trinidad and Tobago was the sole supplier of several top U.S. imports under CBERA,
including methanol, petroleum products, and melamine. Haiti and Trinidad and Tobago together
supplied about 90 percent of U.S. imports under CBERA preferences. Jamaica and The Bahamas were
the third and fourth leading suppliers, accounting for 5.0 and 3.9 percent of the total, respectively
(appendix table A.23).

Haiti Initiatives

Starting in 2006, several amendments to CBERA have expanded and enhanced the trade benefits
available to Haiti. These benefits give Haitian apparel producers more flexibility in sourcing yarns and
fabrics beyond the preferences available under CBTPA, which rely on the use of U.S. yarns only. The
Haitian Hemisphere Opportunity through Partnership Encouragement Act of 2006 (HOPE Act)?®! and of
2008 (HOPE Il Act)?2 (collectively referred to as HOPE or the HOPE Acts) amended CBERA to expand the
rules of origin for inputs to apparel and wire harness automotive components assembled in Haiti and
imported into the United States.?®® The Haitian Economic Lift Program of 2010 (HELP Act) expanded
existing U.S. trade preferences (especially duty-free treatment for certain qualifying apparel, regardless
of the origin of inputs) for Haiti that were established under CBTPA and the HOPE Acts and extended
them through September 30, 2020.2%* The Trade Preferences Extension Act of 2015 extended the
HOPE/HELP Acts preferences through September 30, 2025.%%° To date, there have been no other
changes to the HOPE/HELP Acts, and duty-free access to the U.S. market remains a major incentive for
U.S. firms to import apparel from Haiti.2®

Nearly all (97.0 percent) U.S. imports of apparel from Haiti entered duty-free under trade preference
programs in 2018 (table 2.8). Existing trade preferences under the CBTPA provisions and the HOPE Acts
allow Haitian producers and U.S. buyers to use both U.S. yarns and fabrics, and yarns and fabrics of any
origin, to take advantage of duty-free benefits.?’ Slightly more than one-quarter (27.4 percent) of total
U.S. imports of apparel from Haiti (5254.5 million) entered under CBTPA provisions in 2018. The share
entering under CBTPA has been falling steadily since 2014, reflecting a continued shift of U.S. apparel

261 pyb. L. 109-432, § 5001 et seq., the Haitian Hemispheric Opportunity through Partnership Encouragement Act
of 2006, 19 U.S.C. § 2703a.

262 pyb. L. 110-234, § 15401 et seq., the Haitian Hemispheric Opportunity through Partnership Encouragement Act
of 2008.

263 There were no U.S. imports of wiring harness automotive components (HTS 8544.30 and 9820.85.44) from Haiti
during 2007-18.

264 pyb. L. 111-171, § 2, Haiti Economic Lift Program Act of 2010. For more information on this program, see USITC,
The Year in Trade 2011, July 2012, 2-22 to 2-23, and The Year in Trade 2010, July 2011, 2-21 to 2-22.

265 pyb. L. 114-27, § 301, Extension of Preferential Duty Treatment Program for Haiti.

266 |ndustry representative, telephone interview by USITC staff, May 22, 2019.

267 According to a representative of the Haitian industrial association, preferences granted under the CBTPA and
HOPE Acts complement each other and function in an integrated way to support Haiti’s garment industry, its most
important source of employment. ADIH, written submission to USITC, May 24, 2019.
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imports from Haiti from entering under CBTPA provisions to entering under the HOPE/HELP Acts.?% This
decline in the utilization of CBTPA preferences may be attributed not only to the more flexible rules of
origin offered under HOPE/HELP but also to CBTPA’s approaching expiration on September 30, 2020,
given that the HOPE/HELP Acts do not expire until September 30, 2025. Between 2017 and 2018, the
value of U.S. imports of apparel entering under the HOPE/HELP Acts rose 11.9 percent, from $577.0
million to $645.5 million. These imports represented nearly 70 percent of total U.S. apparel imports
from Haiti, up from 67 percent in 2017 and 63 percent in 2016.

Table 2.8 U.S. general imports of apparel from Haiti, 2016-18

Item 2016 2017 2018
Total apparel imports from Haiti (million $) 848.5 862.1 928.1
Apparel imports under a trade preference program (million S) 842.9 853.8 900.0
CBERA/CBTPA (million $) 307.9 276.8 254.5
HOPE and HELP Acts (million $) 535.0 577.0 645.5
Share of total apparel imports from Haiti: (Percent)
Apparel imports under a trade preference program (%) 99.3 99.0 97.0
CBERA/CBTPA (%) 36.3 32.1 27.4
HOPE and HELP Acts (%) 63.1 66.9 69.6

Source: USITC DataWeb/USDOC (accessed March—June 2019).
Note: These data reflect detailed U.S. general import data under trade preference programs sorted by category and published by the Office of
Textiles and Apparel at the U.S. Department of Commerce (accessed March—June 2019).

Because Haiti shares a border with the Dominican Republic on the island of Hispaniola, Haiti’s apparel
industry has been able to benefit from the Dominican Republic’s infrastructure, including more
developed port facilities through which it can ship apparel to the United States.®° Haiti also exclusively
benefits from rules that allow and encourage co-production with the Dominican Republic.?’° This allows
companies to rely on Haiti for the labor-intensive assembly operations while placing capital investments
such as knitting, dyeing, or cutting machinery in the Dominican Republic, where commercial contracts
are more reliable and access to adequate financing and insurance is less of a concern.?’* Several

268 See USITC, The Year in Trade 2015, July 2016, 90, and USITC, Caribbean Basin Economic Recovery Act, 24th
Report, September 2019.

269 ports and airports located in the Dominican Republic are widely used to export qualifying Haitian apparel to the
United States under HOPE/HELP. ADOZONA, written submission to USITC, May 14, 2019.

270 For Haiti alone, duty-free apparel may undergo production in either Haiti or the Dominican Republic as long as
some production specifically occurs in Haiti. The practices of co-production between the Dominican Republic and
Haiti developed during the years that both were CBTPA beneficiaries. CBTPA allows for co-production among
beneficiary countries as long as the finished good is exported from a CBTPA country. When the United States and
the Dominican Republic implemented the U.S.-Central America-Dominican Republic Free Trade Agreement
(CAFTA-DR) on March 1, 2007, a clause was added to the CBTPA allowing goods produced in Haiti, or co-produced
in Haiti and the Dominican Republic, to be exported from the Dominican Republic, even though it is no longer a
CBTPA beneficiary country. Pub. L. 109-53 § 402(d).

271 Co-production arrangements with the Dominican Republic are advantageous to both countries. Lower assembly
costs in Haiti means Haiti gains more jobs, while the Dominican Republic gains foreign direct investment in
spinning, knitting, or dyeing facilities. On average, it takes $17 million to establish an assembly facility in which
100,000 square feet of space may translate to 11,000 or more sewing jobs. A comparably sized fabric-cutting
facility would require a $400 million investment, but create only 100-150 jobs. Industry representative, telephone
interview by USITC staff, May 22, 2019.
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Dominican companies are major investors in industrial parks in Haiti.?’? Firms from South Korea, Sri
Lanka, and Taiwan have also invested in Haiti’s apparel production and in the industrial parks that
support that industry. Several Asian-based apparel manufacturers, including Hansae and S&H Global
(South Korea), MAS Akansyel (Sri Lanka), and Everest (Taiwan), plan to expand their manufacturing
operations in Haiti and add additional sewing jobs.?”3

Other companies have been more reluctant to make such commitments in Haiti. Several industry
representatives have commented that uncertainty around the implementation of CBTPA and
HOPE/HELP—namely, the programs’ relatively short-term past extensions and revolving expiration
dates—has hindered long-term investments and plans for expanded sourcing in Haiti.?”*

272 The Dominican Republic and Haiti have built a robust textile co-production system that currently supports more
than 14,000 direct jobs in the Dominican Republic and more than 40,000 direct jobs in Haiti. In 2019, there were
49 companies based in the Dominican Republic engaged in co-production of apparel with Haiti. ADOZONA, written
submission to by USITC, May 14, 2019.

273 |ndustry representative, email to USITC staff, June 3, 2019.

274 USITC, hearing transcript, May 14, 2019, 43, 61, 77 (testimony of Chuck Ward, Gildan Activewear), 58-59, 73-74
(Gail Strickler, Brookfield Associates, LLC), 70 (Ron Sorini, Sorini, Samet); Industry representative, telephone
interview by USITC staff, May 22, 2019.
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Chapter 3
The World Trade Organization

This chapter covers developments in 2018 in the World trade Organization (WTQ). These include
programs and related items under the WTO General Council, as well as plurilateral agreements hosted
under WTO auspices.?’> The chapter also summarizes developments in major WTO dispute settlement
cases during the year.

Meetings and Agreements

Multilateral Trade Negotiations

In October 2018, the WTO Director-General Roberto Azevédo reported to an informal meeting of the
Trade Negotiations Committee and WTO heads of delegations that little progress had been made in
trade negotiations since the Eleventh WTO Ministerial Conference in December 2017. He asked
members to continue to work in all areas of negotiations, noting that only the members themselves
could drive issues forward.?’®

Beyond multilateral trade negotiations in the WTO under the Doha Development Agenda (DDA), the
WTO Director-General highlighted increased discussion in his consultations with members over the
functioning of the multilateral trade system itself, where some members saw distortions in trade
practices that might be checked through WTO reform or modernization efforts. He said in his address to
the full WTO membership in December 2018 that members need to work to ease tensions and respond
to systemic issues.?”’

General Council

At the WTO General Council session in July 2018, members agreed to hold the Twelfth WTO Ministerial
Conference, June 8-11, 2020, in Astana, Kazakhstan. 278

275 The WTO is based on a “multilateral” agreement whose rules and commitments apply to all its members. WTO
members may also negotiate smaller “plurilateral” agreements whose rules and commitments apply only to the
members that have signed it.

276 \WTO, “DG Azevédo: Debate On WTO Reform,” October 16, 2018; WTO, General Council, “Minutes of the
Meeting Held in the Centre William Rappard on 18 October 2018,” November 20, 2018. Some areas of negotiations
have shown progress, including fisheries subsidies and e-commerce, while others, including agriculture and
environmental goods, have stalled. CRS, “World Trade Organization: Overview and Future Direction,” February 15,
20109.

277 \WTO, “DG Azevédo: Debate On WTO Reform,” October 16, 2018; WTO, “DG Azevédo: ‘2019 Will Be a Moment
to Renew and Strengthen’,” December 10, 2018. For a short synopsis of the difficulties faced by WTO members in
proceeding with the "single undertaking" of the DDA multilateral trade negotiations after 2015, see CRS, World
Trade Organization: Overview and Future Direction, February 15, 2019, 33.

278 WTO, General Council, General Council—Annual Report (2018), January 15, 2019.
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Work Programs, Decisions, Waivers, and Reviews

At the year-end meeting of the General Council, delegates reviewed a variety of work programs,
including the work programs on electronic commerce, small economies, and Aid for Trade. They also
reviewed progress on the initiative on the development assistance aspects of cotton; reviewed the
report by the Council for Trade-Related Aspects of Intellectual Property Rights (TRIPS) on the functioning
of the compulsory licensing system for medicines; and reviewed waivers, as described below.

Work Program on Electronic Commerce

The Chair of the General Council reported on the periodic reviews held under the Work Program on
Electronic Commerce during 2018. These reviews discussed, in particular, the moratorium on imposing
customs duties on electronic transmissions. At the Eleventh WTO Ministerial conference held in
December 2017, members agreed to extend this moratorium for two years while they worked toward
possible future negotiations on electronic commerce (e-commerce). They also discussed the possible
establishment of a WTO institutional structure, such as a working group, to provide a single WTO forum
to help focus future e-commerce discussions.?’® Separate but parallel discussions among a subset of
WTO members in 2018 addressed possible future e-commerce negotiations under the Electronic
Commerce Initiative (see the “Electronic Commerce Initiative” section later in this chapter).

Work Program on Small Economies

The Committee on Trade and Development reported on meetings held during 2018 in keeping with its
standing General Council mandate. These included dedicated sessions held in June and November 2018,
which focused on the factors that contribute to higher trade costs faced by small and vulnerable
economies. They also discussed best practices and policy approaches to mitigate the effect of each
factor.%°

Aid for Trade Initiative

The WTO-led Aid for Trade initiative seeks to mobilize resources to address the trade-related constraints
identified by developing and least-developed countries.?®! The Committee on Trade and Development
carries out its activities under the Aid for Trade initiative based on a two-year work program.®? On May
7, 2018, the Committee agreed on its work program for Aid for Trade for the 2018-19 period.?® The
work program’s primary focus is the Aid for Trade Global Review in 2019—the seventh since 2007—that
will review progress made in subjects such as aid-for-trade financing for trade policy and regulation,
trade development, trade-related infrastructure, increasing productive trade capacity, trade-related
adjustment, and other trade-related needs.?*

279 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 5. For further background,
see USITC, The Year in Trade 2017, August 2018, 91.

280 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 5.

2L WTO, “Aid for Trade” (accessed July 2, 2019).

282 \WWTO, “Aid for Trade” (accessed July 2, 2019).

28 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 6.

284 \WTO, Committee on Trade and Development—Aid for Trade, “Aid-For-Trade Work Programme—2018-2019—
Supporting Economic Diversification,” May 7, 2018, 1.
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Development Assistance Aspects of Cotton

On behalf of the WTO Director-General, the Deputy DG reported to the General Council on the
development assistance aspects of cotton, as called for originally under the 2004 Doha Work Program
and reinforced subsequently by decisions taken at the ministerial conferences held in 2013 and 2015.2%
In particular, he reported on progress made under the so-called Cotton Initiative that looks to better
coordinate trade negotiations affecting cotton, such as domestic support and export subsidy programs
in developed countries, with the development aspects of cotton. Examples of the latter include cotton-
specific assistance channeled by the international development community to the less developed cotton
producers through bilateral, multilateral, and regional efforts.?®” In addition to increases in active
cotton-specific development assistance in 2018, the Deputy DG reported that discussions and work
taking place under the Director-General’s Consultative Framework Mechanism on Cotton have become
more “methodical.”*®

285

Annual Review of the TRIPS Special Compulsory Licensing System

The General Council noted in the annual report of the TRIPS Council?® covering the Special Compulsory

Licensing System, an amendment to the WTO TRIPS Agreement that entered into force on January 23,
2017.%° The amendment grew out of a 2005 decision by WTO members to waive a particular restriction
on compulsory licensing found in the TRIPS Agreement. Under TRIPS, typically a member country that
produces generic medicines under compulsory licenses must sell those medicines only into its own
domestic market. The amendment allows generic versions of patented medicines to be produced under
compulsory licenses exclusively for export to countries that cannot manufacture the needed medicines
themselves.?! All WTO members are eligible to import medicines under this additional compulsory
licensing mechanism, although industrial countries have elected not to use it for imports.?2 The waiver
aims to help developing and least-developed countries import needed medicines when faced with public
health problems, even if they obtain the medicines from suppliers in another country producing under
compulsory licenses.?%

285 WTO, "Doha Work Programme—Decision Adopted by the General Council on 1 August 2004," August 2, 2004.
28 \WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 6; WTO, "Agriculture and
Development: Cotton—Cotton” (accessed February 14, 2019).

287 WTO, General Council, General Council—Annual Report (2018), January 15, 2019; WTO, "Agriculture
Negotiations: Backgrounder—The Cotton Initiative” (accessed February 14, 2019).

28 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 6; WTO, "Agriculture and
Development: Cotton—Cotton” (accessed February 14, 2019).

28 \WTO, TRIPS Council, Annual Review of the Special Compulsory Licensing System, November 27, 2018.

2%0 According to the WTO, compulsory licensing is permission given by a government to a non-patent owner to
produce a patented product or process without the consent of the patent owner. Compulsory licensing is
traditionally used by developing countries for producing necessary goods, like pharmaceuticals, strictly for
domestic consumption. WTO, “Compulsory Licensing of Pharmaceuticals and TRIPS” (accessed July 2, 2019).
21 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 91.

22 \WTO, “Compulsory Licensing of Pharmaceuticals and TRIPS” (accessed July 2, 2019).

23 WTO, "Amendment to the Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS)"
(accessed February 13, 2019).
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Review of Waivers under Article IX:4 of the WTO Agreement

In 2018, the General Council adopted four draft decisions that introduced a number of changes, made
respectively in the Harmonized System’s 2002, 2007, 2012, and 2017 versions, into the WTO Schedule of
Tariff Concessions.?** The council also conducted its annual review of waivers under Article IX:4 of the
WTO Agreement, including waivers granted to the United States for the Caribbean Basin Economic
Recovery Act (through December 31, 2019), African Growth and Opportunity Act (through September
30, 2025), Former U.S. Trust Territory of the Pacific Islands (through December 31, 2026), and trade
preferences granted to Nepal (through December 31, 2025).%%> Under the terms of the waivers, the
United States is required to submit an annual report to the General Council covering trade under these
programs in the previous year.?®® These waivers allow the United States to continue to provide
preferential trade access to the above partner economies.

WTO Membership

In 2018, WTO membership remained at 164.%’ In addition, the WTO counted 23 observer governments,
as well as numerous observer institutions. According to the WTO Director-General, 22 of the 23
observer governments were at some stage in the process of WTO accession at yearend 2018.2% Of these
22 governments, USTR considered 11 to be engaged?® in the accession process during the year, while
the remaining 11 either were dormant3® or had not yet begun the process3** during 2018.30

Agreement on Trade Facilitation

The WTO Agreement on Trade Facilitation (TFA) aims to expedite the movement, clearance, and release
of goods, including goods in transit. It sets out measures for cooperation on trade facilitation and
customs compliance issues between customs authorities and other appropriate authorities. In addition,
the agreement contains provisions for technical assistance and capacity building to facilitate trade.3%
The TFA entered in force on February 22, 2017, after it was ratified by the necessary two-thirds of the
WTO membership.3% The Committee on Trade Facilitation, established as part of the agreement, held

294 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 8. The Harmonized
Commodity Description and Coding System, or Harmonized System (HS), is an international product nomenclature
(classification system) used by over 200 countries as a basis for their customs tariffs and the collection of
international trade statistics. See World Customs Organization, “What Is the Harmonized System (HS)?” (accessed
July 19, 2019).

295 WTO, General Council, General Council—Annual Report (2018), January 15, 2019, 8-9.

2% For an example, see WTO, General Council, “United States—African Growth and Opportunity Act—Report of
the Government of the United States for the Year 2015,” January 20, 2017.

27 WTO, “Understanding the WTO: The Organization—Members and Observers” (accessed April 1, 2019).

298 WTO, WTO Accessions—2018 Annual Report by the Director-General, December 11, 2018, 7. (The 23rd observer
government was the Vatican, which is not required to accede.)

29 Azerbaijan, The Bahamas, Belarus, Bosnia and Herzegovina, Comoros, Ethiopia, Iraq, Serbia, South Sudan,
Sudan, and Uzbekistan.

300 Algeria, Andorra, Bhutan, Iran, Lebanon, and Timor-Leste.

301 Equatorial Guinea, Libya, S30 Tomé and Principe, Somalia, and Syria.

302 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2, 2019, 208.

303 WTO, “Trade Facilitation—Cutting ‘Red Tape’ at the Border” (accessed June 1, 2019).

304 WTO, “Trade Facilitation” (accessed December 13, 2018).
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its first session May 16, 2017. The committee receives updates on ratifications and notifications under
the TFA, as well as on activities of the WTO Trade Facilitation Agreement Facility.3%

The Committee on Trade Facilitation held four sessions in 2018. Committee discussions during the year
focused on notifications, administration, and implementation of the agreement. Members also
exchanged experiences on how national committees address trade facilitation, transit, and other topics;
possible regional approaches to trade facilitation; and subjects such as authorized economic operators,
use of a single customs window, and advanced customs rulings.3%

By November 30, 2018, 140 countries had ratified the TFA, representing over 85 percent of WTO
membership.3” Near yearend 2018, submission of category A, B, and C notifications also rose to 114, 71,
and 60, respectively.3%®

Plurilateral Agreements Already in Force

Agreement on Trade in Civil Aircraft3°

The Agreement on Trade in Civil Aircraft entered into force on January 1, 1980 as part of the Uruguay
Round agreements. During the process of establishing the WTO in 1995, the Agreement on Trade in Civil
Aircraft was one of two plurilateral agreements carried out that committed signatories to core
disciplines applicable only to those parties signing the agreement.3'° In 2018, there were 32 signatories
to the Agreement on Trade in Civil Aircraft, of which 20 European Union (EU) member states are
signatory governments in their own right. The agreement eliminates import duties on all civil (i.e.,
nonmilitary) aircraft, as well as on other related products covered by the agreement. Examples of
covered products are civil aircraft engines and their parts and components; components and sub-
assemblies of civil aircraft; and flight simulators and their parts and components.3!! In 2018, the WTO
Committee on Trade in Civil Aircraft held an informal meeting in March, as well as a formal meeting in
October where signatory countries adopted the annual report for 2018.312 The Committee continued to

305 The Trade Facilitation Agreement Facility was created to help ensure that developing and least-developed WTO
members receive the full benefits of the Trade Facilitation Agreement. The Facility helps developing and LDC
members to assess and fulfill specific needs in implementing the Trade Facilitation Agreement. WTO, “Trade
Facilitation Agreement Facility—About the Facility” (accessed July 2, 2019).

306 WTO, “Trade Facilitation—Committee on Trade Facilitation” (accessed July 2, 2019).

307 WTO, "Trade Facilitation Agreement Facility—Ratifications List" (accessed July 2, 2019).

308 WTO members are allowed to benefit from special and differential treatment by implementing the agreement
at their own pace. The A, B, and C notifications indicate when the member will carry out each trade facilitation
measure—immediate implementation, implementation after a transitional period, or implementation with
assistance and support for capacity building. WTO, General Council, "Agenda Item 2: Implementation of the Bali,
Nairobi and Buenos Aires Outcomes—Statement by the Chairman—Thursday, 18 October 2018," October 19,
2018, par. 1.13.

309 \WTO, Report (2018) of the Committee on Trade in Civil Aircraft (Adopted 29 October 2018), November 6, 2018.
310 The WTO is based on a “multilateral” agreement whose rules and commitments apply to all its members. WTO
members may also negotiate smaller “plurilateral” agreements whose rules and commitments apply only to the
members that have signed it.

311 WTO, "Agreement on Trade in Civil Aircraft” (accessed December 11, 2018).

312 \WTO, "Agreement on Trade in Civil Aircraft” (accessed July 2, 2019); WTO, Committee on Trade in Civil Aircraft,
“Minutes of the Meeting Held on 29 October 2018,” November 26, 2018.
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discuss whether and how to update the tariff classifications of the list of products covered by the
agreement.33

Agreement on Government Procurement 314

The initial Agreement on Government Procurement (GPA) was signed in 1994 as a plurilateral
agreement under the WTO, administered by the WTO Committee on Government Procurement. The
initial agreement had 19 parties, including the United States.3!®> The agreement aims to open bidding to
all suppliers from GPA parties on government procurement contracts covering goods, services, and
construction services.

Once the agreement came into effect, the parties opened negotiations to improve its provisions, leading
to the Revised Agreement on Government Procurement in 2012. Signed by the initial 19 parties,3® the
new agreement covered 47 WTO members overall.3'” On October 17, 2018, the parties approved the
accession of Australia to the GPA. Australia would officially become a party to the GPA 30 days after
submitting its formal instrument of accession to the WTO Director-General.3!8 At the November 27,
2018, meeting of the committee, the parties approved in principle the final market-access offer by the
United Kingdom in its own right in preparation for Brexit. The offer was intended to replicate the EU’s

current GPA schedule of commitments that the UK accepts as a member state of the European Union.3°

Expansion of the Information Technology Agreement

The Information Technology Agreement (ITA)3% is a plurilateral agreement that eliminates tariffs on
certain information and communications technology products, such as computers, telecommunication
equipment, semiconductors, semiconductor manufacturing and testing equipment, software, and
scientific instruments, as well as most of the parts and accessories for these products.3?! It was
concluded by 29 participants at the December 1996 Singapore Ministerial Conference.3?2 In 2018, no
new members signed onto the ITA, which now totals 53 participants (accounting for 82 WTO members),
including the United States.3?

313 WTO, Annual Report 2019, 2019, 85.

314 \WTO, Report (2018) of the Committee on Government Procurement, November 29, 2018.

315 WTO, "Agreement on Government Procurement—~Parties, Observers and Accessions” (accessed December 11,
2018).

316 Switzerland’s accession to the GPA 2012 was pending as of July 1, 2019. WTO, Report (2018) of the Committee
on Government Procurement, November 29, 2018.

317 Another 32 WTO members attend committee meetings as observers, with 10 of these observers in the process
of accession. WTO, Report (2018) of the Committee on Government Procurement, November 29, 2018.

318 \WTO, "Australia Accepted as New Party to Government Procurement Pact," October 17, 2018. Australia ratified
the GPA on April 5, 2019, and its accession to the agreement took effect on May 5, 2019. WTO, “Australia Ratifies
WTO Procurement Pact,” April 5, 2019.

319 WTO, "Parties to Government Procurement Pact Approve UK’s Terms of Participation post-Brexit," November
27, 2018.

320 WTO, “Ministerial Declaration on Trade in Information Technology Products,” December 13, 1996.

321 WTO, “Information Technology Agreement—An Explanation” (accessed July 2, 2019).

322 WTO, “Information Technology Agreement—An Explanation” (accessed July 2, 2019).

323 For a list of the participants, see WTO, Committee of Participants on the Expansion of Trade in Information
Technology Products, “Status of Implementation—Note by the Secretariat—Revision,” October 10, 2018. The
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In June 2012, a subset of ITA participants initiated talks to expand product coverage under the ITA, given
advances made in information technology products since the original ITA was signed.32* By July 2015,
following 17 rounds of negotiations, participants agreed to eliminate tariffs on an additional 201
products.3? New products covered by the ITA expansion include new-generation semiconductors,
semiconductor manufacturing equipment, optical lenses, Global Positioning System (GPS) navigation
equipment, and medical equipment such as magnetic resonance imaging products and ultrasonic
scanning apparatus. To date, more than 50 WTO members, accounting for about 90 percent of world
trade in products covered under the expansion, have confirmed their acceptance of tariff
concessions.3?

WTO members that participated in the negotiations to expand the ITA implemented their third set of
tariff reductions on July 1, 2018.3%” The Committee of Participants on the Expansion of Trade in
Information Technology Products met twice in 2018. These meetings focused on two implementation
issues concerning India and China.3?® In addition, under the work program on nontariff measures, an
informal group of 15 members focused on conformity assessment procedures linked to test results, e-
labeling, and transparency.3%

Selected Plurilateral Agreements under Discussion

This section covers negotiations on fisheries subsidies and exploratory talks on electronic commerce,
which were active during 2018. There have been no new developments in the negotiations on an
environmental goods agreement since 2016.3%°

Negotiations on an Agreement on Fisheries Subsidies33!

WTO negotiations on fisheries subsidies were initially launched in November 2001 at the Fourth WTO
Ministerial Conference in Doha, Qatar, and further elaborated in December 2005 at the Sixth Ministerial
Conference in Hong Kong, China. The aim of these negotiations was to improve WTO disciplines on
fisheries subsidies; in 2005, it was expanded to include work toward prohibiting certain forms of
fisheries subsidies that contribute to overfishing and overcapacity.

In September 2015, world leaders adopted the United Nations’ Sustainable Development Goals (SDGs),
and in doing so gave renewed impetus to the WTO fisheries negotiations. In particular, SDG target 14.6

difference between the number of participants and the number of WTO members is that the 28 member states of
the EU as well as Liechtenstein are included in the list of WTO members. In the list of participants, only the
European Union (on behalf of all of the EU member states) and Switzerland (on behalf of the customs union of
Switzerland and Liechtenstein) are included.

324 WTO, “Information Technology Agreement—An Explanation” (accessed July 2, 2019).

325 WTO, “Information Technology Agreement—An Explanation” (accessed July 2, 2019).

326 WTO, “Information Technology Agreement—An Explanation” (accessed July 2, 2019).

327 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, V-217.

328 WTO, Report (2018) of the Committee of Participants on the Expansion of Trade in Information Technology
Products, 2018.

329 WTO, Committee of Participants on the Expansion of Trade in Information Technology Products, “Minutes of
the Meeting of 30 October 2018,” April 30, 2019.

330 WTO, “Environmental Goods Agreement” (accessed December 19, 2018).

31 WTO, "MC11 in Brief—Negotiations on Fisheries Subsidies” (accessed December 4, 2018).
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sets a target date of 2020 for eliminating subsidies that contribute to illegal, unreported, and
unregulated (IUU) fishing, as well as prohibits certain forms of subsidies that contribute to overcapacity
and overfishing. SDG target 14.6 also includes special and differential treatment for developing and
least-developed countries as an integral part of these negotiations.3%2

Within the WTO Negotiating Group on Rules (Negotiating Group), WTO members discussed proposals
and exchanged views on a possible agreement to discipline fishing subsidies in 2016 and 2017.33% The
chair circulated a document—a so-called compilation matrix33*—on July 28, 2017, reflecting seven
proposals put forward by various negotiating groups: (1) New Zealand, Iceland, and Pakistan; (2) the EU;
(3) Indonesia; (4) the African, Caribbean, Pacific (ACP) Group of States; (5) a Latin American group
composed of Argentina, Colombia, Costa Rica, Panama, Peru, and Uruguay; (6) the Least-Developed
Countries (LDC) Group; and (7) Norway.3* The matrix organized the seven proposals into the following
six categories: (1) general provisions; (2) prohibitions; (3) standstill;33 (4) special and differential
treatment, and technical assistance and capacity building; (5) transparency; and (6) transitional
provisions and institutional arrangements/review.3’ Based on the compilation matrix, the Negotiating
Group on Rules produced a working document that compiled definitions, scope, prohibited subsidies,
and exceptions into a single document,338

In the December 2017 Ministerial Decision on fisheries subsidies, 33

members agreed to continue
negotiating a fisheries agreement with a view to adoption by the Ministerial Conference in 2019. In early
2018 members discussed how to organize work on fisheries subsidies,*° with the Negotiating Group
opening consultations on March 28, 2018.34 Members agreed on a May—July 2018 work program to
include the following sets or clusters of meetings: May 14-17, to address subsidies that contribute to
overcapacity and overfishing; June 11-14, to discuss fishing subsidies that affect overfished stocks; and
July 23-25, to focus on subsidies that relate to IUU fishing, with all three clusters of meetings addressing

aspects of special and differential treatment.34?

332 WTO, "MC11 in Brief—Negotiations on Fisheries Subsidies” (accessed December 4, 2018).

333 WTO, "MC11 in Brief—Negotiations on Fisheries Subsidies” (accessed December 4, 2018).

332 WTO, Negotiating Group on Rules, “Fisheries Subsidies—Compilation Matrix of Textual Proposals Received to
Date—Introduction by the Chair,” July 28, 2017.

335 WTO, "Compilation of Seven Fisheries Subsidies Proposals Circulated to WTO Members," July 28, 2017; WTO,
Negotiating Group on Rules, “Fisheries Subsidies—Compilation Matrix of Textual Proposals Received to Date—
Introduction by the Chair,” July 28, 2017.

336 The standstill section contains guidance on proposed subsidies outside those explicitly prohibited under the
agreement. The proposal from New Zealand, Iceland and Pakistan under this section states that no Member of the
Agreement shall introduce new or enhance existing subsidies that would contribute to overfishing or overcapacity.
337 WTO, Negotiating Group on Rules, “Fisheries Subsidies—Compilation Matrix of Textual Proposals Received to
Date—Introduction by the Chair,” July 28, 2017.

338 WTO, Negotiating Group on Rules, “Fisheries Subsidies—Working Document: Communication from the Chair,”
November 14, 2018.

333 WTO, Ministerial Conference, "Fisheries Subsidies—Ministerial Decision of 13 December 2017," December 18,
2017.

340 WTO, "WTO Members Discuss How to Organize Work," January 30, 2018.

341 WTO, "New Negotiating Group on Rules Chair Kicks Off Consultations on Fisheries Subsidies," March 28, 2018.
342 \WTO, Negotiating Group on Rules, "Negotiating Group on Rules—Fisheries Subsidies Work Programme—
Communication from the Chair," April 18, 2018.
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The Negotiating Group developed its September—December 2018 work program to support more
substantive talks aimed toward actual negotiations.3** Under the work program, specific topics would be
assigned to four so-called Incubator Groups that would meet just before the Negotiating Group’s cluster
meetings so as to better inform its discussions. Eighteen topics were developed at the outset of this
work program for incubator groups to address. Examples include how to identify harmful subsidy effects
on fish stocks and fishing capacity; approaches to “positive” or “nonharmful” subsidies; how to define
and determine IUU fishing and overfished stocks; how to distinguish between capacity and overcapacity,
and fishing activity from overfishing; aspects of fisheries management, such as regional fisheries
management organizations (RFMOs); the applicability of any disciplines established to at-sea activities,
on-shore activities, and fishing in high seas areas not under management by an RFMO; the role of
outside expertise in developing fisheries disciplines; and overall transparency provisions.34

Members opened their September—-December 2018 work program on September 17, 2018, with
Incubator Group sessions, followed by the Negotiating Group’s first cluster of meetings September 24—
28.3% The next set of meetings started October 30 with Incubator Group meetings, followed by the
Negotiating Group’s second cluster of meetings November 5-9, 2018.34® A third set took place with
Incubator Group sessions starting November 27, followed by the Negotiating Group’s third cluster of
meetings December 3-7, 2018.3*” During the December 3—7 meetings, the Negotiating Group on Rules
agreed to intensify talks on fisheries subsidies in 2019,3* and set its January—July 2019 work program.3*
The group was expected to move from discussions of the 2018 proposals into negotiations on a
consolidated draft text by early 2019.3%°

Electronic Commerce Initiative

The Joint Statement on Electronic Commerce of December 13, 2017, released at the Eleventh WTO
Ministerial conference in Buenos Aires, Argentina, set out a focus on addressing electronic commerce

343 WTO, Negotiating Group on Rules, "Members Start September—December Fisheries Subsidies Talks," September
17, 2018; WTO, Negotiating Group on Rules, “Negotiating Group on Rules—Fisheries Subsidies—Work
Programme—September—December 2018 —Communication from the Chair,” October 3, 2018.

344 WTO, “Negotiating Group on Rules—Fisheries Subsidies—Work Programme—September—December 2018—
Communication from the Chair,” October 3, 2018.

345 WTO, "Members Start September—December Fisheries Subsidies Talks under Intensified Work Programme,"
September 17, 2018; WTO, "Members Complete First Cluster of Meetings in Sept—Dec Fisheries Subsidies Work
Programme," September 24 and 28, 2018.

346 WTO, "Members Hold Second Cluster of Meetings," November 5 and 9, 2018; WTO, Negotiating Group on
Rules, “Negotiating Group on Rules—Fisheries Subsidies—Work Programme—September—December 2018—
Communication from the Chair,” October 3, 2018.

347 WTO, Negotiating Group on Rules, “Negotiating Group on Rules—Fisheries Subsidies—Work Programme—
September—December 2018 —Communication from the Chair,” October 3, 2018.

348 WTO, "WTO Members Voice Commitment to Intensify," December 20, 2018.

349 WTO, Negotiating Group on Rules, “Negotiating Group on Rules—Fisheries Subsidies—Work Programme—
January—July 2019—Communication from Chair,” December 11, 2018.

350 CRS, World Trade Organization: Overview and Future Direction, February 15, 2019, 35; World Trade Online, “As
2020 Deadline Looms, WTO Fisheries Negotiations,” November 9, 2018. Members opened the January—July 2019
work program with meetings held January 14-18, 2019. The second cluster of meetings was held from February 25
to March 1; the third, from March 25 to March 29. WTO, "WTO Members Consider New Draft Texts," March 1,
2019.
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and digital trade. Discussions were to run in parallel with the WTO Work Program on Electronic
Commerce.?*!

In the statement, like-minded WTO members committed to initiate exploratory work as a group in early
2018 aimed at preparing for future WTO negotiations on trade-related aspects of electronic commerce.
The group noted that a primary goal was to take better advantage of the opportunities presented by e-
commerce, while also recognizing the role played by the WTO in promoting open, transparent,
nondiscriminatory, and predictable regulatory environments to facilitate e-commerce.

During 2018, these WTO Meetings for Exploratory Work on Electronic Commerce occurred nearly
monthly, for a total of nine meetings for the year. In these meetings, roughly 80 WTO members
exchanged ideas and proposals aimed at opening negotiations on trade-related aspects of e-commerce.
Discussions focused on a set of four themes expected to provide the basis for eventual negotiations: (1)
enabling digital trade/e-commerce; (2) openness and digital trade/e-commerce; (3) trust and digital
trade/e-commerce; and (4) other crosscutting issues.3>?

Dispute Settlement Body

This section gives an overview of the WTO dispute settlement process, as well as information about
proceedings during calendar year 2018, particularly those in which the United States was a complaining
or responding party. More specifically, it provides (1) a tally of new requests for consultations filed by
WTO members during calendar year 2018 under the WTO Dispute Settlement Understanding (DSU); (2)
a table that lists the new dispute settlement panels established during calendar year 2018 in which the
United States was either the complaining party or the named respondent; and (3) short summaries of
the procedural and substantive issues in disputes involving the United States that moved to the panel
stage during 2018, as well as summaries of panel and Appellate Body reports issued during 2018 in
disputes that involved the United States. At the end of this section, U.S. concerns with the WTO dispute
settlement process are described.

Figure 3.1 provides a timeline for the WTO dispute settlement process prepared by the WTO. The
references in the timeline are to articles in the WTO Dispute Settlement Understanding.

351 WTO, “Joint Statement on Electronic Commerce,” December 13, 2017.

352 Government of New Zealand, Ministry of Foreign Affairs and Trade, "WTO E-commerce Proactive Release,"
February 18, 2019. In 2019, ministers representing 76 WTO countries met at the World Economic Forum and
announced their intention to begin WTO negotiations on trade-related aspects of e-commerce. The Joint
Statement on Electronic Commerce indicated that the agreement would build on existing WTO agreements, with
the participation of as many WTO members as possible. WTO, “Joint Statement on Electronic Commerce,” January
25, 2019; U.S. Mission in Geneva, "U.S. Statement at the Meeting of the WTO Joint Statement Initiative on E-
Commerce," March 6, 2019.
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Figure 3.1 Timeline for a typical WTO dispute settlement process
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Source: WTO, “The Process—Stages in a Typical WTO Dispute Settlement Case” (accessed June 7, 2018).

U.S. International Trade Commission | 107


https://www.wto.org/english/tratop_e/dispu_e/disp_settlement_cbt_e/c6s1p1_e.htm

The Year in Trade 2018

This section’s summaries of issues and of findings and recommendations in panel and Appellate Body
reports are based entirely on information in publicly available documents. Sources include summaries
published online by the WTO, summaries included in USTR’s 2019 Trade Policy Agenda and 2018 Annual
Report, and summaries included in USTR press releases. The summaries in this report should not be
regarded as comprehensive or as reflecting a U.S. government or Commission interpretation of the
issues raised or addressed in the disputes or in panel or Appellate Body reports. A table showing
procedural developments during 2018 in disputes in which the United States was the complainant or
respondent appears in appendix table A.25.

This section focuses on developments during 2018, including panel and Appellate Body reports issued
during 2018 and adopted by the Dispute Settlement Body (DSB). With minor exceptions, panel and
Appellate Body reports and DSB actions after the close of 2018 will be summarized in the Commission’s
report covering 2019.33 A number of disputes filed before 2018 remained inactive throughout 2018,
either at the consultation stage or with a panel established but not composed. With minor exceptions,
this report will not discuss those disputes.3>*

Finally, this section focuses only on developments through the panel and Appellate Body stage and does
not include matters that arose after the DSB adopted panel or Appellate Body reports in the original
dispute. As indicated in the flowchart in figure 3.1, dispute litigation often continues beyond the
adoption of the panel or Appellate Body report, particularly when the defending party is the “losing”
party. Issues may arise about the reasonableness of the time sought by the losing party to implement
findings and recommendations, the adequacy of actions taken by that party to comply with the findings
and recommendations, and possible compensation and retaliation. Matters may be referred to the
original panel or to a new panel for further findings and recommendations on compliance and other
matters, and when appropriate, the parties may seek the help of an arbitrator to resolve matters.

Appendix table A.25 sets out the timeline for procedural actions in specific active WTO dispute
settlement cases, including procedural actions at the implementation, compliance, and
compensation/retaliation stages. A number of disputes were still active or were finally resolved during
2018, well after the DSB adopted the panel and/or Appellate Body report in the original dispute. One
example is a dispute brought by the United States in 2004 against the EU on measures affecting trade in
large civil aircraft. The Appellate Body issued a report on this dispute on May 15, 2018, in ongoing
compliance proceedings, confirming that the EU and certain EU member states had failed to comply
with the earlier WTO determination that found “launch aid” —subsidies from several EU countries to
Airbus—to be inconsistent with their WTO obligations. On July 13, 2018, at the request of the United

353 For example, this section includes a description of the circumstances that led to the termination in May 2019 of
four disputes filed in 2018 relating to U.S. tariffs on steel and aluminum and retaliatory measures by Canada and
Mexico after the parties reached a mutually agreed solution.

354 See, for example, DS503, United States—Measures Concerning Non-Immigrant Visas. India filed a request for
consultations on March 3, 2016. Consultations between India and the United States took place in Geneva on May
11-12, 2016. WTO, “Dispute Settlement: DS503; United States—Measures Concerning Non-Immigrant Visas”
(accessed July 2, 2019); USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 193. See also
“Dispute Settlement DS514, United States—Countervailing Measures on Cold- and Hot-Rolled Steel Flat Products
from Brazil” (accessed July 2, 2019). Brazil requested consultations in November 2016, and the parties consulted
on the matter on December 19, 2016. WTO, “Dispute Settlement: DS514; United States—Countervailing Measures
on Cold- and Hot-Rolled Steel Flat Products from Brazil” (accessed July 2, 2019); USTR, 2019 Trade Policy Agenda
and 2018 Annual Report, March 2019, 194.
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States, arbitration proceedings about the level of countermeasures (suspended in January 2012) to be
applied were resumed, with a decision expected in 2019.3* In another dispute dating back to 2008, the
Appellate Body issued a report in December 2018 on compliance proceedings, bringing to a close a
dispute about the U.S. dolphin-safe labeling measure affecting the importation, marketing, and sale of
tuna and tuna products.3°®

New Requests for Consultations

During 2018, WTO members filed 39 new requests for dispute settlement consultations. This number
was significantly higher than the average for the five preceding years and more than double the 17 filed
in 2017. Requests filed by three members—the United States (8 requests), China (5), and South Korea
(3)—accounted for slightly over 40 percent of the requests filed during 2018. The United States was the
named respondent in nearly half the disputes filed during 2018 (in 19 of 39 complaints). China was a
distant second, as the named respondent in four disputes. Nearly half the complaints (9) filed against
the United States concerned U.S. national security tariffs on steel and aluminum products, and two-
thirds of the complaints filed by the United States concerned measures taken by other WTO members in
response to the U.S. steel and aluminum tariffs. The issues presented in these disputes are described
below. The 39 new requests included 25 different named WTO members, either as a complainant or
named respondent or in both capacities.>>’

355 WTO, “Dispute Settlement: DS316; European Union and Certain Member States—Measures Affecting Trade in
Large Civil Aircraft” (accessed July 2, 2019); USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019,
163-66; USTR, “United States Prevails in Showing EU Subsidies to Airbus,” May 15, 2018.

35 WTO, “Dispute Settlement: DS381; United States—Measures Concerning the Importation, Marketing and Sale
of Tuna and Tuna Products” (accessed July 2, 2019). The dispute concerned U.S. dolphin-safe labeling provisions
for tuna and tuna products and whether they were inconsistent with U.S. obligations under GATT 1994 and the
Agreement on Technical Barriers to Trade (TBT Agreement). Mexico requested dispute settlement consultations in
October 2008. Mexico then requested establishment of a panel, and a panel was established. The panel circulated
its report in September 2011. The United States and Mexico appealed certain issues of law and legal interpretation
in the panel report to the Appellate Body, and in May 2012 the Appellate Body found aspects of the U.S. provisions
inconsistent with the TBT Agreement. In June 2012 the DSB adopted the Appellate Body report and panel report
(as modified). In July 2013, the United States informed the DSB of a change in its dolphin-safe labeling
requirements and stated that it had brought its requirements into conformity with the DSB’s recommendations
and rulings. A series of compliance proceedings began in 2013 and led to panel and Appellate Body reports that
were adopted in December 2015. In March 2016, the U.S. National Oceanic and Atmospheric Administration issued
a new rule modifying the dolphin-safe labeling measure, and in April 2016 the United States requested the
establishment of a compliance panel to determine if the new rule is consistent with U.S. WTO obligations. In June
2016, Mexico requested the establishment of a second compliance panel because it considered that the United
States’ new rule had not brought the dolphin-safe labeling provisions into WTO compliance. The panels issued
their reports on October 26, 2017, and found that the new U.S. measure is not inconsistent with the relevant U.S.
WTO obligations. Mexico appealed aspects of the compliance panels’ reports on December 1, 2017. The Appellate
Body circulated its report on December 14, 2018, upholding all aspects of the panels’ legal and factual analysis that
Mexico appealed, in particular the panels’ findings that the dolphin-safe labeling measure is not inconsistent with
Article 2.1 of the TBT Agreement, and that while it is inconsistent with Articles I:1 and Ill:4 of GATT 1994, it is
justified under Article XX of GATT 1994, bringing the dispute to an end. USTR, “U.S. Announces Compliance,” July
12, 2013; USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 180-81.

357 WTO, “Chronological List of Disputes Cases” (accessed July 2, 2019).
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As of the end of 2018, seven of the eight disputes filed by the United States during 2018 were at the
panel stage, with the panel composed in one of those disputes. The eighth was still at the consultation
stage.®® As of the end of 2018, 14 of the 19 disputes filed against the United States during 2018 had
advanced to the panel stage, including two in which a panel had also been composed. The remaining
five disputes were still in the consultation phase. Four of the disputes, two filed by the United States
against Canada and Mexico, respectively, and one each filed by Canada and Mexico against the United
States, were terminated in May 2019 after the parties reached a mutually agreed solution.

Disputes Filed by the United States

In DS541, filed in March 14, 2018, the United States requested consultations with India concerning
certain alleged export subsidy measures. The United States claimed that the measures appear to be
inconsistent with Articles 3.1(a) and 3.2 of the Agreement on Subsidies and Countervailing Measures
(SCM Agreement). When consultations failed to resolve the dispute, the United States requested the
DSB to establish a panel. The DSB established a panel on March 14, 2018, and the Director-General
composed the panel on July 23, 2018. On December 3, 2018, the chair of the panel informed the DSB
that the panel’s work had been delayed due to lack of available resources in the Secretariat, and that
the panel did not expect to issue its final report to the parties before the second quarter of 2019.3%° In
the dispute the United States challenged several Indian export subsidy programs: (1) the Export
Oriented Units Scheme and sector-specific schemes, including Electronics Hardware Technology Parks
Scheme; (2) the Merchandise Exports from India Scheme; (3) the Export Promotion Capital Goods
Scheme; (4) Special Economic Zones; and (5) a duty-free imports for exporters program.3®

The U.S. Trade Representative filed dispute DS542 after having determined, under section 301(b) of the
Trade Act of 1974, that certain acts, policies, and practices by China in the form of certain specific
aspects of China’s technology regulations are unreasonable or discriminatory and burden or restrict U.S.
commerce.3®! The United States requested consultations with China on March 23, 2018, concerning
certain measures pertaining to the protection of intellectual property rights. The United States claimed
that China’s measures appear to be inconsistent with Articles 3, 28.1(a) and (b), and 28.2 of the TRIPS
Agreement. After consultations failed to resolve the matter, the United States asked the DSB to
establish a panel, and the DSB did so on November 21, 2018. The Director-General composed the panel
on January 16, 2019.%%? |n a press release issued at the time the United States filed the dispute, the
Trade Representative stated that China appears to be breaking WTO rules “by denying foreign patent
holders, including U.S. companies, basic patent rights to stop a Chinese entity from using the technology

358 WTO, “Dispute Settlement: DS561; Turkey—Additional Duties on Certain Products from the United States
(United States)” (accessed July 2, 2019).

35 WTO, “Dispute Settlement: DS541; India—Export Related Measures (United States)” (accessed July 2, 2019) (the
Director-General composed the panel on July 23, 2018).

360 WTO, “Dispute Settlement: DS541; India—Export Related Measures (United States),” Request for Consultations
by the United States, March 19, 2018; USTR, “United States Launches WTO Challenge to Indian Export Subsidy
Programs,” March 14, 2018.

361 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 42—43. See also the overview of section
301 developments in chapter 2 of this report.

362 \WTO, “Dispute Settlement: DS542; China—Certain Measures Concerning the Protection of Intellectual Property
Rights” (accessed July 2, 2019).
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after a licensing contract ends” and “by imposing mandatory adverse contract terms that discriminate
against and are less favorable for imported foreign technology.” 363

The United States filed the remaining six disputes—DS557, DS558, DS559, DS560, DS561, and DS566—in
response to measures imposed by Canada, China, the EU, Mexico, Turkey, and the Russian Federation,
respectively, challenging the tariffs each WTO member imposed in response to U.S. actions on trade in
aluminum and steel. 3®* The United States claimed that the measures appear to be inconsistent with
Articles I:1, 1l:1(a) and 1l:1(b) of the General Agreement on Tariffs and Trade (GATT) 1994. After
consultations failed to resolve the disputes, the United States requested the establishment of a panel in
each dispute, and the DSB established panels in DS557, DS558, DS559, and DS560 on November 21,
2018; a panel in DS566 on December 18, 2018; and a panel in DS561 on January 28, 2019.3% The United
States stated that it had imposed the tariffs under section 232 of the Trade Expansion Act of 1962 to
protect U.S. national security interests.3%® By agreement of the parties, two of these disputes, DS557 and
DS560, were terminated in May 2019 after the United States reached mutually agreed solutions with
Canada and Mexico, respectively.3®’

Disputes in Which the United States Was the Named Respondent

Nine of the 19 disputes filed against the United States concerned U.S. measures imposed by the
President on certain steel and aluminum products under his section 232 national security authority.36®

363 USTR, “Following President Trump’s Section 301 Decision, USTR Launches,” March 23, 2018.

364 WTO, “Dispute Settlement: DS557; Canada—Additional Duties on Certain Products from the United States”;
WTO, “Dispute Settlement: DS558; China—Additional Duties on Certain Products from the United States”; WTO,
“Dispute Settlement: DS559; European Union—Additional Duties on Certain Products from the United States”;
WTO, “Dispute Settlement: DS560; Mexico—Additional Duties on Certain Products from the United States”; WTO,
“Dispute Settlement: DS561; Turkey—Additional Duties on Certain Products from the United States”; WTO,
“Dispute Settlement: DS566; Russian Federation—Additional Duties on Certain Products from the United States”
(all accessed July 2, 2019).

365 WTO, “Dispute Settlement Gateway” (accessed July 2, 2019). The Director-General composed five of the panels
on January 25, 2019, and composed the sixth panel (DS561, Turkey) on February 28, 2019.

366 19 U.S.C. § 1862. See also USTR, “United States Challenges Five WTO Members Imposing Illegal Tariffs ,” July 16,
2018. For additional information about the U.S. national security tariffs, see chapter 2 of this report.

367 WTO, “Dispute Settlement: DS557; Canada—Additional Duties on Certain Products from the United States”
(accessed July 2, 2019) (notification to the DSB on May 23, 2019, that Canada had agreed to eliminate surtaxes on
certain imports from the United States). See also WTO, “Dispute Settlement: DS560; Mexico—Additional Duties on
Certain Products from the United States” (accessed July 2, 2019) (notification to the DSB that Mexico had
eliminated certain duties on products originating in the United States). As part of the agreement, the President
issued Proclamation 9894 of May 19, 2019, which amended Proclamations 9704 and 9705 to exclude Canada and
Mexico from the tariff proclaimed in those proclamations. The President did so after determining under the
framework of the agreement that imports of certain aluminum and steel from Canada and Mexico no longer
threaten to impair the national security. Proclamation 9894 of May 19, 2019 (84 Fed. Reg. 23987, May 23, 2019).
368 WTO, “Dispute Settlement: DS544; United States—Certain Measures on Steel and Aluminum Products”; WTO,
“Dispute Settlement: DS547; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS548; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS550; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS551; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS552; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS554; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
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The complaining parties in the nine disputes claimed (with some differences between them) that the
U.S. measures appeared to be inconsistent with certain provisions of the Agreement on Safeguards and
with Articles |, Il, X, XI, and XIX of GATT 1994. After consultations failed to resolve the disputes, the
complaining WTO members requested the establishment of separate panels to address their individual
disputes. The DSB established individual panels in DS544, DS548, DS550, DS551, DS552, DS554, and
DS564 on November 21, 2018, and established a panel in DS547 (India) and in DS556 (Switzerland) on
December 4, 2018.3%° As indicated above, two of those disputes, brought by Canada and Mexico,
respectively, were terminated in May 2019 as part of the mutually agreed solution reached by the
United States, Canada, and Mexico.3”°

Three of the disputes, one by China and two by South Korea, challenged U.S. safeguard measures
imposed by the President in February 2018 on imports of crystalline silicon photovoltaic products and
large residential washers. Each of those disputes claimed that the U.S. measures are inconsistent with
certain U.S. obligations under the Safeguard Agreement and Article XIX of GATT 199437

The remaining seven requests for consultations were filed by Vietnam, South Korea, China, and
Venezuela. Two of the requests related to U.S. countervailing duty and antidumping measures. First, in
DS536, Vietham requested consultations with the United States concerning certain antidumping
measures on fish fillets from Vietnam and other U.S. legal instruments. Vietnam claimed that the
measures appear to be inconsistent with certain provisions in Articles 1, 2, 6,9, 11, and 17 and Annex |
of the Antidumping Agreement; with Articles I, VI, and X of GATT 1994; with Articles 3, 19, and 21 of
DSU; with Article XVI:4 of the WTO Agreement; and with Vietnam’s Protocol of Accession. After
consultations failed to resolve the dispute, Vietnam requested establishment of a panel. The DSB
established a panel on July 20, 2018, and the Director-General composed the panel on November 30,
2018.37

In DS539, South Korea requested consultations with the United States about certain antidumping and
countervailing duty measures imposed on products from South Korea, and certain laws, regulations, and
other measures maintained by the United States with respect to the use of facts available in
antidumping and countervailing duty proceedings. South Korea claimed that the measures appear to be
inconsistent with certain provisions in Articles 1, 2, 3,5, 6, 9, 11, and 18 and in Annexes | and |l of the
Antidumping Agreement; with Articles 1, 10, 11, 12, 14, 15 19, 21, and 32 and Annex VI of the SCM
Agreement; with Article VI of GATT 1994; and with Article XVI:4 of the Marrakesh Agreement. After

Settlement: DS556; United States—Certain Measures on Steel and Aluminum Products”; WTO, “Dispute
Settlement: DS564; United States—Certain Measures on Steel and Aluminum Products” (all accessed July 2, 2019).
369 WTO, “Dispute Settlement Gateway” (accessed July 2, 2019). The Director-General composed a separate panel
in all nine of the disputes on January 25, 2019.

370 WTO, “Dispute Settlement: DS550; United States—Certain Measures on Steel and Aluminum Products”
(accessed July 2, 2019); WTO, “Dispute Settlement: DS551; United States—Certain Measures on Steel and
Aluminum Products” (accessed July 2, 2019).

371 WTO, “Dispute Settlement: DS545; United States—Safeguard Measure on Imports of Crystalline Silicon
Photovoltaic Products” (accessed July 2, 2019); WTO, “Dispute Settlement: DS546; United States—Safeguard
Measure on Imports of Large Residential Washers” (accessed July 2, 2019); WTO, “Dispute Settlement: DS562;
United States—Safeguard Measure on Imports of Crystalline Silicon Photovoltaic Products” (accessed July 2, 2019).
372 On May 10, 2019, the chair of the panel informed the DSB that the panel expects to issue its final report to the
parties by early December 2019. WTO, “Dispute Settlement: DS536: United States—Anti-Dumping Measures on
Fish Fillets from Viet Nam” (accessed July 2, 2019).
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consultations failed to resolve the dispute, South Korea requested establishment of a panel. The DSB
established a panel on May 28, 2018. Following agreement of the parties, the panel was composed on
December 5, 2018.373

The five remaining disputes concerned several different matters. In DS540, Vietnam requested
consultations concerning certain U.S. measures affecting the importation into the United States of
pangasius®’* seafood products from Vietnam, purportedly because of sanitary and phytosanitary
concerns. Vietnam claimed that the measures appear to be inconsistent with Articles I:1 and XI:1 of
GATT 1994. As of the end of 2018, the dispute was still in consultations.?”® In DS543, filed by China,
China claimed that certain tariff measures to be imposed on Chinese goods and implemented through
sections 301—-310 of the U.S. Trade Act of 1974 appear to be inconsistent with Articles 1:1 and Il:1(a) and
(b) of GATT 1994 and Article 23 of the DSU. After consultations failed to resolve the dispute, China
requested the establishment of a panel.3”®

In DS563, China requested consultations with the United States concerning certain measures allegedly
adopted and maintained by the governments of certain U.S. states and municipalities relating to alleged
subsidies or domestic content requirements in the energy sector. China claimed the measures appear to
be inconsistent with Articles 3.1(b) and 3.2 of the SCM Agreement, Articles 2.1 and 2.2 of the Agreement
on Trade-Related Investment Measures (TRIMS Agreement), and Article 111:4 of GATT 1994. The dispute
was still in consultations at the end of 2018.3”7 Dispute DS565, also filed by China, concerned U.S. tariff
measures on certain goods from China imposed in response to USTR’s section 301 investigation. China
claimed that the measures appear to be inconsistent with certain provisions in Articles | and Il of GATT
1994 and Article 23 of DSU. The dispute was still in consultations at the end of 2018.378

Finally, DS574, which was filed by Venezuela, concerned measures imposed by the United States related
to goods of Venezuelan origin, imports of gold from Venezuela, the liquidity of Venezuela’s public debt,
transactions in Venezuelan digital currency, and the supply and consumption of services by certain
Venezuelan nationals, specifically those on a blocked persons list. Venezuela claimed that the measures
appear to be inconsistent with certain provisions of Articles I, II, lll, V, X, XI, XIII, and XXIII of GATT 1994
and certain articles of the General Agreement on Trade in Services (GATS). The dispute was in
consultations at the end of 2018.3°

373 WTO, “Dispute Settlement: DS539; United States—Anti-Dumping and Countervailing Duties on Certain Products
and the Use of Facts Available” (accessed July 2, 2019).

374 pangasius is fish of the order Siluriformes, which includes two families of fish. The Pangasius fish, belonging to
the second family in the order, is sold as "basa," "tra," or "swai." WTO, “Dispute Settlement: DS540; United
States—Certain Measures Concerning Pangasius Seafood Products from Viet Nam” (accessed July 2, 2019).

375 WTO, “Dispute Settlement: DS540; United States—Certain Measures Concerning Pangasius Seafood Products
from Viet Nam” (accessed July 2, 2019).

376 The DSB established a panel on January 28, 2019; the Director-General composed the panel on June 3, 2019.
WTO, “Dispute Settlement: DS543; United States—Tariff Measures on Certain Goods from China” (accessed July 2,
2019).

377 WTO, “Dispute Settlement: DS563; United States—Certain Measures Related to Renewable Energy” (accessed
July 2, 2019).

378 WTO, “Dispute Settlement: DS565; United States—Tariff Measures on Certain Goods from China Il” (accessed
July 2, 2019).

379 WTO, “Dispute Settlement: DS574; United States—Measures Relating to Trade in Goods and Services”
(accessed July 2, 2019). In March 2019, Venezuela requested establishment of a panel.
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New Panels Established in 2018 That Involve the
United States

As indicated in table 3.1, 23 dispute settlement panels were established during 2018 in which the United
States was either the requesting party (complainant) or the respondent party. The United States was the
complaining party in 8 of the disputes, and the responding party in 15 disputes. All but 3 of the listed
disputes (DS531,%8° DS533,3% and DS5343%2) were filed during 2018.

Table 3.1 WTO dispute settlement panels established during 2018 in which the United States was a
party

Panel

Case no. Complainant Respondent Case name established

DS531 United States Canada Canada—Measures Governing the Sale of 07/20/2018
Wine in Grocery Stores (second complaint)

DS533 Canada United States  United States—Countervailing Measures on 04/09/2018
Softwood Lumber from Canada

DS534 Canada United States  United States—Anti-Dumping Measures 04/09/2018
Applying Differential Pricing Methodology to
Softwood Lumber from Canada

DS536 Vietnam United States  United States—Anti-Dumping Measures on 07/20/2018
Fish Fillets from Viet Nam

DS539 South Korea United States  United States—Anti-Dumping and 05/28/2018
Countervailing Duties on Certain Products and
the Use of Facts Available

DS541 United States India India—Export Related Measures 05/28/2018

DS542 United States China China—Certain Measures Concerning the 11/21/2018
Protection of Intellectual Property Rights

DS544 China United States  United States—Certain Measures on Steel 11/21/2018

380 1n DS531, on January 18, 2017, the United States requested consultations with Canada with respect to
measures maintained by the Canadian province of British Columbia governing the sale of wine in grocery stores.
The United States claimed that the measure appeared to be inconsistent with Article 111:4 of GATT 1994. At the
request of the United States, the DSB established a panel on July 20, 2018. WTO, “Dispute Settlement: DS531;
Canada—Measures Governing the Sale of Wine in Grocery Stores (Second Complaint) (United States)” (accessed
July 2, 2019).

381 1n DS533, on November 28, 2017, Canada requested consultations with the United States with respect to
softwood lumber products from Canada. Canada claimed the measure appear to be inconsistent with Article VI:3
of GATT 1994. At the request of Canada, the DSB established a panel on April 9, 2018. WTO, “Dispute Settlement:
DS533; United States—Countervailing Measures on Softwood Lumber from Canada (Canada)” (accessed July 2,
2019).

382 |n DS534, on November 28, 2017, Canada requested consultations with the United States relating to the final
determination issued by USDOC following an antidumping duty investigation regarding softwood lumber from
Canada. Canada claimed that USDOC’s determination is inconsistent with Articles 1, 2.1, and 2.4.2 of the
Antidumping Agreement and Articles VI:1 and VI:2 of GATT 1994. When consultations failed to resolve the dispute,
Canada requested establishment of a panel. The DSB established a panel on April 9, 2018, and the Director-
General composed the panel on May 22, 2018. USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March
2019, 197; WTO, “Dispute Settlement: DS534; United States—Anti-Dumping Measures Applying Differential Pricing
Methodology to Softwood Lumber from Canada” (accessed July 2, 2019).
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and Aluminum Products

DS545 South Korea United States  United States—Safeguard Measure on 09/26/2018
Imports of Crystalline Silicon Photovoltaic
Products

DS546 South Korea United States  United States—Safeguard Measure on 09/26/2018
Imports of Large Residential Washers

DS547 India United States  United States—Certain Measures on Steel 12/04/2018
and Aluminum Products

DS548 European Union United States  United States—Certain Measures on Steel 11/21/2018
and Aluminum Products

DS550° Canada United States  United States—Certain Measures on Steel 11/21/2018
and Aluminum Products

DS551° Mexico United States  United States—Certain Measures on Steel 11/21/2018
and Aluminum Products

DS552 Norway United States  United States—Certain Measures on Steel 11/21/2018
and Aluminum Products

DS554 Russian United States  United States—Certain Measures on Steel 11/21/2018

Federation and Aluminum Products

DS556 Switzerland United States  United States—Certain Measures on Steel 12/04/2018
and Aluminum Products

DS5572 United States Canada Canada—Additional Duties on Certain 11/21/2018
Products from the United States

DS558 United States China China—Additional Duties on Certain Products 11/21/2018
from the United States

DS559 United States European European Union—Additional Duties on 11/21/2018

Union Certain Products from the United States

DS560° United States Mexico Mexico—Additional Duties on Certain 11/21/2018
Products from the United States

DS564 Turkey United States  United States—Certain Measures on Steel 11/21/2018
and Aluminum Products

DS566 United States Russian Russian Federation—Additional Duties on 12/18/2018

Federation Certain Products from the United States

Source: WTO, “Chronological List of Dispute Cases” (accessed July 2, 2019).
aDispute terminated in May 2019 after Canada, Mexico, and the United States reached a mutually agreeable solution in the four respective
disputes.

Panel and Appellate Body Reports Issued and/or
Adopted during 2018 That Involve the United
States

During 2018, a WTO dispute settlement panel issued a report in two disputes to which the United States
was a party. The United States was the named respondent in both disputes (table 3.2). This section
covers only panel and Appellate Body reports relating to the original disputes and does not include
subsequent reports, such as those of a compliance panel or an arbitrator. Many of the latter reports are
noted in table A.25, which contains a procedural summary of most of the dispute settlement cases that
are still active in some respect.
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Table 3.2 WTO dispute settlement panel and Appellate Body (AB) reports circulated and/or adopted in
2017 in which the United States was a party

Date of report
circulation or

Case no. Complainant Respondent Case name adoption
DS505 Canada United States  United States—Countervailing Measures on Panel report
Supercalendered Paper from Canada circulated
07/5/2018;
appeal notified
08/27/2018
DS523 Turkey United States  United States—Countervailing Measures on Panel report
Certain Pipe and Tube Products (Turkey) circulated
12/18/2018;
appeal notified
01/25/2019

Source: WTO, “Chronological List of Dispute Cases” (accessed July 2, 2019).

Reports in Which the United States Was the Respondent

United States—Countervailing Measures on Supercalendered Paper from
Canada (DS505)

On March 30, 2016, Canada requested consultations with the United States to consider claims related to
U.S. countervailing duties on supercalendered paper from Canada (USDOC Investigation C-122-854).
Canada alleged that the U.S. measures at issue were inconsistent with obligations under Articles
1.1(a)(1), 1.1(b), 2, 10, 11.1,11.2,11.3,11.6, 12.1,12.2,12.3, 12.7, 12.8, 14, 14(d), 19.1, 19.3, 19.4, 22.3,
22.5, and 32.1 of the SCM Agreement and under Article VI:3 of GATT 1994. After consultations failed to
resolve the dispute, Canada requested establishment of a panel, and the DSB established a panel on July
21, 2016. On August 31, 2016, the Director-General composed the panel.3

After the panel met in March and June 2017, it circulated its report on July 5, 2018. The panel report,
among other things, upheld Canada’s claims with respect to the treatment by the U.S. Department of
Commerce (USDOC) of subsidies that exporters refused to disclose in response to USDOC
guestionnaires, but which USDOC subsequently discovered during the course of the countervailing duty
investigation.3* USDOC terminated the countervailing duties on July 5, 2018.3%

383 WTO, “Dispute Settlement: DS505; United States—Countervailing Measures on Supercalendered Paper from

Canada (Canada)” (accessed July 2, 2019).

384 |n a press release issued on July 6, 2018, USTR stated:
In this case, the United States discovered Canadian subsidies which the Canadian firms failed to disclose
during the U.S. investigation. After the Department of Commerce implemented tariffs to account for
these market distortions, the Canadian government sued the United States at the WTO.

Among other things, the panel report upheld Canada’s claims with respect to U.S. Department of
Commerce treatment of subsidies that exporters refused to disclose in response to Commerce
questionnaires, but which Commerce subsequently discovered during the course of the countervailing
duty investigation.

385 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 193.
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On August 27, 2018, the United States appealed the panel’s findings related to the treatment of
undisclosed subsidies discovered during the course of a countervailing duty investigation. As of the end
of 2018, the appellate proceedings were ongoing.

United States—Countervailing Measures on Certain Pipe and Tube Products
(Turkey) (DS523)

On March 8, 2017, Turkey requested consultations with the United States concerning countervailing
duty measures imposed by the United States under four final countervailing duty determinations issued
by USDOC pertaining to certain pipe and tube products. Turkey challenged the application of the
measures in the four determinations with respect to the provision of hot-rolled steel for less than
adequate remuneration. Specifically, Turkey challenged USDOC’s “public bodies” determination, use of
facts available, and determination of specificity of the subsidy program. Turkey also challenged USDOC's
calculation of benchmarks, both as applied and “as such.” With respect to injury, Turkey challenged the
USITC’s “practice” of cross-cumulating imports, as well as the application of that practice in the
underlying determinations.3® Turkey claimed that the measures appear to be inconsistent with Article
1.1(a)(1), 1.1(b), 2.1(c), 2.4, 10, 12.7, 14(d), 15.3, 19.4, and 32.1 of the SCM Agreement and with Article
VI:3 of GATT 1994. After consultations failed to resolve the dispute, Turkey requested establishment of a
panel, and the DSB established a panel on June 19, 2017. On September 14, 2017, the Director-General
composed the panel.3®

The panel circulated its report on December 18, 2018. With respect to its public body determination, the
panel found that USDOC acted inconsistently with Article 1.1(a)(1) by failing to apply the standard set
out previously by the Appellate Body, and failing to establish, based on record evidence, that the
relevant entities were public bodies. With respect to benchmarks as such, the panel rejected Turkey’s
claim that USDOC has a practice of rejecting in-country benchmarks solely based on majority or
substantial government ownership or control of the market. For benchmarks as applied, the panel
declined to make a finding under Article 14(d) of the SCM Agreement because the relevant
determination had ceased to have legal effect before the panel’s establishment. With respect to
specificity, the panel found that USDOC acted inconsistently with Articles 2.1(c) and 2.4 of the SCM
Agreement by failing to identify and clearly substantiate the existence of a subsidy program, and failing
to take into account the extent of diversification of Turkey’s economy and the length of time in which
the program had been in place. With respect to facts available, the panel found that USDOC acted
inconsistently with respect to Article 12.7 of the SCM Agreement by failing to do a comparative process
of reasoning and evaluation before selecting from the facts available in certain circumstances.

In addition, with respect to injury, the panel found that Article 15.3 of the SCM Agreement does not
permit the USITC to assess cumulatively the effects of imports not subject to countervailing duty
investigations with the effects of imports subject to countervailing duty investigations. The panel thus
found cross-cumulation by the USITC, both in the original investigations at issue and as a practice, to be
inconsistent with Article 15.3. With respect to cross-cumulation in sunset reviews, the panel found that

386 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 196.
387 WTO, “Dispute Settlement: DS523; United States—Countervailing Measures on Certain Pipe and Tube Products
(Turkey)” (accessed July 2, 2019).
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USITC did not act inconsistently with Article 15.3 of the SCM Agreement, either “as such” or in
connection with the sunset review at issue.3®

On January 25, 2019, the United States notified the DSB of its decision to appeal to the Appellate Body
certain issues of law and legal interpretations in the panel report. On January 30, 2019, Turkey notified
the DSB of its decision to cross-appeal.3® On March 25, 2019, the Appellate Body notified the DSB that it
would not be able to circulate its report in a timely way in accordance with Article 17.5 of the DSU.3%

U.S. Concerns with WTO Dispute Settlement

The President’s 2018 Trade Policy Agenda and 2018 Annual Report issued in March 2018 set out a
number of concerns about how the WTO dispute settlement system functions, including the concern
that a number of WTO dispute settlement reports have not followed WTO rules. The report stated that
the most significant area of concern has been panels and the Appellate Body adding to or diminishing
rights and obligations under the WTO Agreement by not applying the WTO Agreement as written, and
cited a number of examples. The report also cited additional concerns about (1) the Appellate Body’s
decision to ignore the mandatory 90-day deadline for deciding appeals; (2) service on the Appellate
Body by persons who are no longer Appellate Body members; (3) the tendency of WTO reports to make
findings unnecessary to resolve a dispute or on issues not presented in a dispute; (4) the Appellate
Body’s approach to reviewing facts, and about de novo review of a WTO member’s domestic law; and (5)
claims by the Appellate Body that its reports are entitled to be treated as precedent.3%!

The President’s 2019 Trade Policy Agenda and 2018 Annual Report, issued in March 2019, restated these
concerns and noted that many WTO members share these concerns. The President’s 2019 report stated
that, as a result, “the United States was not prepared to agree to launch the process to fill vacancies on
the WTO Appellate Body without WTO Members engaging with and addressing these critical issues.” 3%

388 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 196.

38 WTO, “Dispute Settlement: DS523; United States—Countervailing Measures on Certain Pipe and Tube Products
(Turkey)” (accessed July 2, 2019). On March 25, 2019, the Appellate Body notified the DSB that it would not be
able to circulate its report in a timely way in accordance with Article 17.5 of the DSU. WTO, “Dispute Settlement:
DS523; United States—Countervailing Measures on Certain Pipe and Tube Products (Turkey): Communication from
the Appellate Body,” April 1, 2019.

3% WTO, “United States—Countervailing Measures on Certain Pipe and Tube Products (Turkey): Communication
from the Appellate Body,” April 1, 2019.

391 USITC, The Year in Trade 2017, August 2018, 111-12, citing USTR, 2018 Trade Policy Agenda and 2017 Annual
Report, March 2018, 22-28.

392 YSTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 148-49. The report further stated that
the United States expects the DSB, “[i]n 2019, to continue to focus on the administration of the dispute settlement
process in the context of individual disputes.” The 2019 report also said that the United States “will continue to
raise its systemic concerns with Appellate Body overreaching and press for WTO Members to take responsibility to
ensure the WTO dispute settlement system operates as intended and agreed in the DSU.”
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Chapter 4
Selected Regional and Bilateral Trade
Activities

This chapter summarizes trade-related activities during 2018 in two major multilateral organizations—
the Organisation for Economic Co-operation and Development (OECD) and the Asia-Pacific Economic
Cooperation (APEC) forum. It also covers the activities conducted under U.S. trade and investment
framework agreements (TIFAs).

Organisation for Economic Co-operation and
Development (OECD)

The OECD’s membership is comprised of the world’s leading market-based economies. It provides a
policy forum for member governments to review, discuss, and find evidence-based solutions to
economic, social, and environmental challenges facing the global economy, including trade, taxation,
and macroeconomic performance and job creation.3%® After the accession of Lithuania and Colombia on
May 30, there were 37 OECD members in 2018.3%

Ministerial Council Meeting

The OECD held its Ministerial Council Meeting on May 30—-31, 2018, in Paris, France. Ministers focused
on ways to harness international cooperation and better economic policies to promote human progress
for better lives.3% They also discussed a number of other topics connected with the world economy,
including:

e Inequalities in economic growth between countries, as well as how to foster more inclusive
growth within countries.3%®

e The challenges of the digital economy.3%’

393 OECD, “Who We Are” (accessed September 6, 2019); USTR,

394 OECD, "Meeting of the OECD Council at Ministerial Level—Key Issues Paper," May 2018; OECD, "Statement of
the Chair of MCM 2018," May 31, 2018. The 37 OECD members are Australia, Austria, Belgium, Canada, Chile,
Colombia, the Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland,
Israel, Italy, Japan, South Korea, Latvia, Lithuania, Luxembourg, Mexico, the Netherlands, New Zealand, Norway,
Poland, Portugal, Slovakia, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom (UK), and the United
States. OECD, “Our Global Reach” (accessed June 17, 2019); OECD “Signing Ceremony of the OECD Accession
Agreement,” May 30, 2018.

395 OECD, "OECD Forums, Ministerial and High-Level Meetings" (accessed November 30, 2018).

3% QECD, "Statement of the Chair of MCM 2018" (accessed July 1, 2019).

397 OECD, "Statement of the Chair of MCM 2018" (accessed July 1, 2019). In March 2017, the G20 finance ministers
tasked the OECD with writing an interim report on the implications of digitalization for taxation. OECD released the
report—“Tax Challenges Arising from Digitalization”—on March 16, 2018. The report provides a detailed analysis
of the different digitalized business models, including common characteristics of highly digitalized models, how
they create value, and potential implications for the existing international tax framework. The report also describes
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e How to combat illicit money flows and corruption.

e How to achieve fairer international taxation.

e How to promote strong and inclusive economic growth through international trade and
investment.

e |ssues concerning climate and the environment.

e Efforts to achieve more sustainable development goals to promote economic development in
other countries.

e How to create more effective and responsive multilateralism in international trade engagement
by promoting collaboration with key partners, regional and country programs, and local
authorities.3%®

Trade Committee

In 2018, the OECD Trade Committee met in March (172nd session), April (173rd session), and October
(174th session).3% One focus was on preparations for upcoming activities in multilateral bodies, such as
the May 2018 OECD Ministerial Council Meeting,*® the June 2018 Group of 7 Summit,*°? and the
November—December 2018 Group of 20 (G20) Leaders’ Summit.*°? In addition, the Trade Committee
spent time finalizing Colombia’s bid to become an OECD member, as announced May 30, 2018. Besides

the wide-ranging positions of different countries on long-term solutions and on the need for interim measures.
OECD members are working towards a consensus-based solution by 2020. OECD, “Brief on the Tax Challenges
Arising from Digitalisation,” 2018; USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, IV-97.
3%8 OECD, “Statement of the Chair of MCM 2018” (accessed July 1, 2019).

399 OECD, TAD, TC, “Summary Record of the 172nd Session of the Trade Committee—Confidential Session—March
23,2018,” April 9, 2018; OECD, TAD, TC, “Summary Record of the 173rd Session of the Trade Committee—Plenary
Session—24-25 April 2018,” July 18, 2018; OECD, TAD, TC, “Summary Record of the 173rd Session of the Trade
Committee—Confidential Session—April 25, 2018,” July 18, 2018; OECD, TAD, TC, “Summary Record of the 174th
Session of the Trade Committee—Confidential Session—October 23, 2018,” November 20, 2018; OECD, TAD, TC,
“Summary Record of the 174th Session of the Trade Committee—Session with the Participation of G20 and Invited
Partner Countries—October 23, 2018,” November 20, 2018.

400 OECD, “Meeting of the OECD Council at Ministerial Level—Strategic Orientations of the Secretary-General,”
May 2018.

401 Government of Canada, “Prime Minister Concludes Successful G7 Summit,” June 10, 2018. The Group of Seven
(G7) was formed in 1976 and was made up of the UK, Canada, France, Germany, Italy, Japan, and the United
States. G7 ministers called for broadening economic and financial policy dialogue with other governments to
promote more stable world economic growth, which led to the formation of the G20. G7 Research Group, “What Is
the G7/G8?” (accessed August 13, 2019).

402 G20 Argentina 2018, “G20 Leaders’ Declaration,” November 30-December 1, 2018. By 1999, the G7 had added
other members to expand the group to 20 members to better address challenges to the global economy following
a financial crisis in 1997-1999 that was spreading from Asia to other emerging economies. The G20 included 19
countries—Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, South
Korea, Mexico, Russia, Saudi Arabia, South Africa, Turkey, the UK, and the United States—with the European Union
becoming the 20th member in the group. G20 Research Group, The Group of Twenty: A History, 2008; G20
Information Centre website, http://www.g20.utoronto.ca (accessed May 29, 2019). In addition, leaders and
representatives of other countries and international organizations may be invited to participate in the annual
summit meeting along with leaders from the G20 members. Government of Japan, Ministry of Foreign Affairs,
“G20 2019 Japan—What Is the G20 Summit?” (accessed May 29, 2019).
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the three plenary sessions, the Trade Committee held confidential sessions in 2018 on March 23, April
25, and October 23.4%3

Working Party of the Trade Committee

The Working Party of the Trade Committee held four meetings in 2018: March 15-16, June 18-19,
October 17-18, and December 11-12.%* During the year, the Working Party addressed multiple topics,
notably trade in services, digital trade, trade in raw materials, and trade and investment. For example,
for the first two categories—services and digital trade—Working Party projects included:

e Mapping digital trade restrictions and determining market openness in digital trade by
developing a new online tool—the Digital Services Trade Restrictiveness Index (Digital STRI)—
which focuses on crosscutting impediments that hinder services traded digitally.*®

e Promoting digital trade among members of the Association of Southeast Asian Nations
(ASEAN).406

e Looking at how to design service-sector reforms that would produce gains and benefits that are
widely shared across the economy, by examining how the increased use, production, and sales
of services by manufacturing firms (called “servicification”) would affect labor market
dynamics.*%’

o Developing further insights on services exported together with goods to help with the accurate
collection of statistics, to assess the relative importance of manufacturing and services activities,
and to discuss the policy implications of servicification.*%®

Other Working Party projects discussed included one addressing aspects of trade and investment—such
as measuring the effects of regional trade agreements—and another analyzing the economic impact on
particular OECD countries of the United Kingdom’s withdrawal from the European Union (“Brexit”).4%®

403 OECD, TAD, TC, “Summary Record of the 172nd Session of the Trade Committee—Confidential Session—March
23,2018,” April 9, 2018; OECD, TAD, TC, “Summary Record of the 173rd Session of the Trade Committee—
Confidential Session—April 25, 2018,” July 18, 2018; OECD, TAD, TC, “Summary Record of the 174th Session of the
Trade Committee—Confidential Session—October 23, 2018,” November 20, 2018.

404 OECD, TAD, TC, WPTC, “Draft Summary Record: Working Party of the Trade Committee—15-16 March 2018—
Paris, France,” April 6, 2018; OECD, TAD, TC, WPTC, “Draft Summary Record: June 2018 WPTC—18-19 June 2018—
Paris, France,” July 16, 2018; OECD, TAD, TC, WPTC, “Summary Record: Working Party of the Trade Committee—
17-18 October 2018—~Paris, France,” November 5, 2018; OECD, TAD, TC, WPTC, “Summary Record: December
2018 WPTC—11-12 (a.m.) December 2018—Paris, France,” February 22, 2019.

405 OECD, TAD, TC, WPTC, Using the STRI to Map Restrictiveness in Digital Trade, May 24, 2018.

406 OECD, TAD, TC, WPTC, Fostering Participation in Digital Trade for ASEAN MSMEs, September 24, 2018.

407 OECD, TAD, TC, WPTC, Report: Expert Meeting on Services Trade Policy, Structural Transformation and Labour
Market Adjustments, March 2, 2018.

408 OECD, TAD, TC, WPTC, “Services Exported Together with Goods,” February 28, 2018.

409 OECD, TAD, TC, WPTC, “Summary Record: Working Party of the Trade Committee—17-18 October 2018—Paris,
France,” November 5, 2018; OECD, TAD, TC, WPTC, “Summary Record: December 2018 WPTC—11-12 (a.m.)
December 2018—~Paris, France,” February 22, 2019.
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Global Forum on Steel Excess Capacity

The Global Forum on Steel Excess Capacity (GFSEC) was created following calls from leaders of the G20
to address structural problems such as global excess capacity in the steel and other industries.*'° On
December 16, 2016, GFSEC was formally established in Berlin, Germany,*'! to (1) exchange information
and data on global steel capacity developments and government policies affecting excess steel capacity;
(2) develop policy solutions and recommendations to alleviate excess capacity in the steel industry; and
(3) report on its work to the G20 ministers.*? The OECD both chairs the forum and facilitates the work
produced by the GFSEC steering group.**® In 2018, 33 economies participated in the forum, including
several non-OECD steel-producing economies.*'* The lifespan of the GFSEC was initially set at three
years, but could be extended based on the consensus of members.

In 2017, GFSEC member economies approved the so-called Berlin Ministerial report, which contained six
guiding principles. These principles are as follows:

1. Understanding that steel excess capacity is a global challenge, requiring collective policy
solutions.

Refraining from market-distorting subsidies and government support measures.
Fostering a level playing field in the steel industry.

Ensuring market-based outcomes in the steel industry.

Encouraging adjustment and thereby reducing excess capacity.

Ensuring greater transparency as well as review, discussion, and assessment of the
implementation of the Global Forum policy solutions.

ounkwnN

GFSEC member economies also drafted policy recommendations for governments to use. For example,
to address the goals of the fifth principle, the economies recommended reducing excess capacity in the
steel sector, while governments can address the sixth principle by formulating recommendations to
continually update members’ information on steel capacity and policy measures.*'”

The forum met several times in 2018, including at the second ministerial-level GFSEC meeting, which
was held in Paris, France, on September 20, 2018. At the ministerial, the forum agreed on a report,

410 G20, “Leaders’ Communique—Hangzhou Summit—4-5 September 2016,” 2016; Government of Germany,
Global Forum on Steel Excess Capacity, November 30, 2017, 49.

411 Government of Germany, Federal Ministry of Economic Affairs and Energy, Global Forum on Steel Excess
Capacity, November 30, 2017, 2.

412 Government of Germany, “Factsheet—Global Forum on Steel Excess Capacity,” November 30, 2017.

413 OECD, “Role of the OECD in Support and Facilitation of the Global Forum on Steel Excess Capacity (GFSEC),”
January 25, 2017.

414 The 33 members are Argentina, Australia, Austria, Belgium, Brazil, Canada, China, the European Union, Finland,
France, Germany, Greece, Hungary, India, Indonesia, Italy, Japan, South Korea, Luxembourg, Mexico, the
Netherlands, Norway, Poland, Russia, Saudi Arabia, Slovakia, South Africa, Spain, Sweden, Switzerland, Turkey, the
UK, and the United States. OECD, “Role of the OECD in Support and Facilitation of the Global Forum on Steel Excess
Capacity (GFSEC),” January 25, 2017, 6.

415 Government of Germany, Federal Ministry of Economic Affairs and Energy, Global Forum on Steel Excess
Capacity, November 30, 2017, 8-10; OECD, “OECD Welcomes Outcome of Global Forum on Steel,” November 30,
2017.
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which was presented at the G20 leaders’ summit November 30—December 1, 2018.%1® The report
included initial conclusions on a process to identify and remove subsidies and other government support
measures for both public and private steel producers that could contribute or may have contributed to
excess capacity in the steel sector.*’

Asia-Pacific Economic Cooperation (APEC)

Background

Established in 1989 and composed of 21 member economies,**® Asia-Pacific Economic Cooperation
(APEC) is a regional economic and trade forum. Since its inception, APEC has aimed to increase
prosperity in the region by supporting regional economic integration; promoting balanced, innovative,
inclusive, and sustainable growth; and facilitating easy movement of goods, services, investment, and
people across borders. APEC organizes events, including economic leaders’ summits, ministerial
meetings, senior officials’ meetings, policy dialogues, and workshops, to discuss various trade and
economic issues. APEC decisions are made by consensus, and commitments are undertaken
voluntarily.*'® Every year, one of the 21 APEC member economies plays the host to APEC meetings and
serves as the APEC chair.*?® In 2018, Papua New Guinea served as the APEC chair and hosted major APEC
meetings for the first time since Papua New Guinea joined APEC in 1993.

APEC’s operational structure is based on both “bottom-up” and “top-down” approaches. Four core
committees, including the Committee on Trade and Investment (CTI), provide strategic policy
recommendations to APEC economic leaders and ministers who meet annually to set the vision for
overarching goals and initiatives. The working groups under each committee are tasked with
implementing these initiatives through a variety of APEC-funded projects. Member economies also take
individual and collective actions to carry out APEC initiatives. Capacity building is a key element of
APEC’s operation, playing an important role in helping realize APEC’s goals by providing skill training and
technological expertise to member economies.*?

2018 APEC Developments

For the Papua New Guinea meeting, APEC adopted the theme of “Harnessing Inclusive Opportunities,
Embracing the Digital Future.” The theme was intended to recognize the importance of facilitating e-
commerce and digital trade while emphasizing the productivity and economic gains possible through

416 G20, Global Forum on Steel Excess Capacity Ministerial Meeting, September 20, 2018; Government of Japan,
Ministry of Economy, Trade and Industry, “Second Ministerial Meeting of the Global Forum on Steel,” September
21, 2018.

417.G20, Global Forum on Steel Excess Capacity Ministerial Report, September 20, 2018.

418 1n 2018, the 21 APEC member economies were Australia; Brunei Darussalam (Brunei); Canada; Chile; China;
Hong Kong, China; Indonesia; Japan; South Korea; Malaysia; Mexico; New Zealand; Papua New Guinea; Peru; the
Philippines; Russia; Singapore; Taiwan; Thailand; the United States; and Vietnam. For further details, see APEC,
“About APEC” (accessed May 20, 2019).

419 APEC, “About APEC” (accessed May 20, 2019).

420 APEC, “How APEC Operates” (accessed May 20, 2019).

421 APEC, “About APEC” (accessed May 20, 2019).
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APEC collective efforts on developing the digital economy. APEC members pledged to promote an
inclusive participation of all groups in the digital economy through capacity building, skills development,
and facilitation of access to secure digital infrastructure.*??

In its 2018 annual report to ministers, CTl noted that APEC work for the year focused on supporting and
improving the multilateral trading system, reducing trade and investment barriers, improving
procedures at the border and along supply chains, and harmonizing standards and regulations to reduce
trade costs. Three of the accomplishments highlighted for the year show progress made in these

areas:*?3

e Advancing global value chain (GVC) development and cooperation in the APEC region under
Work Stream 2: APEC GVCs and Trade in Value Added (TiVA) Measurement. In 2018, under the
leadership of China and the United States, the APEC TiVA Technical Group completed the
majority of the technical work required for constructing the APEC TiVA Database. The resulting
APEC TiVA deliverables will “serve as an important tool to help better understand the impact of
global production networks on APEC economies, and to help APEC economies to develop
effective economic policies that would improve the opportunities for business to participate in
the global economy.”4*

e Advancing services trade in the APEC region. APEC set up nonbinding principles for domestic
regulations of services sectors; made progress toward developing an APEC index to measure
services trade restrictiveness; completed the interim reviews of the Environmental Services
Action Plan and the Manufacturing-Related Services Action Plan; and organized two workshops,
a symposium, and a seminar on topics related to services trade, such as professional services
and e-commerce in services.

e Promoting the participation of micro, small, and medium-sized enterprises (MSMEs) in the
global economy. Efforts included several studies on MSMEs’ integration into GVCs in services
industries such as fashion design, tourism, and software services industries; two capacity-
building workshops on promoting MSMEs’ services trade and developing MSMEs’ negotiating
skills; and projects facilitating MSMEs’ effective use of intellectual property rights, such as
strategies for managing and commercializing intellectual property, and best practices in
intellectual property licensing and in the management of technology patents.

In addition, the CTI report noted progress made in improving trade facilitation and regulatory
cooperation, among others.

422 APEC, 2018 Key APEC Documents, November 18, 2018, 1-2.

423 APEC, APEC Committee on Trade and Investment 2018, November 2018, 1-4.

424 The United States co-leads Global Value Chain (GVC) Work Stream 2 with China. The objective of this work
stream is to develop an APEC TiVA database by 2018. Upon USTR’s request, in the capacity of technical support, on
the U.S. side USITC staff have been co-leading this project with participants from the U.S. Department of
Commerce’s Bureau of Economic Analysis since 2014. For more information on APEC GVC development and
cooperation, see USITC, The Year in Trade in 2015, July 2016, 120-21, and The Year in Trade in 2016, July 2017,
111-12.
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Digital Trade, Internet Economy, and E-Commerce*?>

As noted earlier, the theme selected by Papua New Guinea for its year as host was “Harnessing Inclusive
Opportunities, Embracing the Digital Future.” Under this theme, APEC actively worked on and discussed
a number of issues related to e-commerce and digital trade in 2018:

e Implementing the Work Plan to Identify Building Blocks to Facilitate Digital Trade for 2018.4%®
The work plan sought to gather more information on domestic policies, measures, and
international efforts, as well as best practices that facilitate digital trade. It also sought to
identify capacity-building needs for developing economies to improve cross-border regulatory
cooperation.

e Holding two policy dialogues on digital trade. Topics discussed at these policy dialogues included
the evolution of emerging technologies and their impact on trade and business models; policies
on data privacy and data flows; and opportunities and challenges to business and MSMEs
presented by digital trade.

e Organizing a public-private dialogue on existing and emerging issues related to e-commerce and
the digital economy, including the development of digital content, the diffusion of new
technologies, and consumer protection.

e Conducting a study on enabling the policy and regulatory environment within APEC for data-
utilizing businesses. Through case studies and interviews with firms, the study sought to deepen
understanding of leading data-utilizing business models, ways of protecting privacy and data
security, and the policy environment that creates opportunities and enables success for data-
utilizing businesses.

e Delivering several projects on economic issues related to e-commerce and digital trade,
including a workshop on enhancing regulatory infrastructure for e-commerce and a study on e-
trade measures under the framework of regional trade agreements (RTAs) and free trade
agreements (FTAs) in the APEC region. ¥’

APEC also made significant progress in creating a policy and regulatory environment to ensure privacy
protection in the APEC region. In 2018, Singapore became the sixth APEC economy, alongside the United
States, Mexico, Canada, Japan, and South Korea, to participate in the Cross-border Privacy Rules System,
a regional cross-border data transfer mechanism and privacy code of conduct developed by APEC for
business. Also in 2018, Singapore and the United States became the first two APEC economies to
participate in the APEC Privacy Recognition for Processors system, a “corollary certification system for
personal information processors” designed to help personal information processors comply with the
APEC Privacy Framework 2004.%?® APEC continued to implement the APEC Cross-border Privacy
Enforcement Arrangement (CPEA), the first multilateral arrangement in the APEC region enabling
privacy enforcement agents to share information and otherwise assist in cross-border data privacy

425 For more information on APEC work concerning digital trade, the internet economy, and e-commerce, see
USITC, The Year in Trade in 2017, August 2018, 116-17.

426 APEC, 2017 CTI Report to Ministers, Appendix 3, November 2017.

427 APEC, APEC Committee on Trade and Investment 2018, November 2018, 11-13.

428 APEC, APEC Committee on Trade and Investment 2018, November 2018, 13.
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enforcement. In 2018, the Philippines and Taiwan joined nine other APEC economies as the latest
members to participate in the CPEA.

The Bogor Goals*?°

In November 2018, APEC published the APEC’s Bogor Goals Progress Report, assessing the steps its 21
member economies have made toward achieving APEC’s Bogor Goals in recent years.**® These goals,
adopted in 1994, aim to create a free and open trade and investment area in the Asia-Pacific region by
reducing tariff and nontariff barriers to trade and investment, facilitating business, and fostering
economic and technical cooperation. The report highlighted major achievements as well as areas for
improvement:

o Tariffs: APEC has made substantial progress in tariff liberalization since its inception, but
progress has been limited in recent years. Between 2014 and 2017,%! the average most-
favored-nation (MFN) tariff rate in the APEC region decreased only from 5.6 percent to 5.3
percent. The average MFN tariff rate of agricultural products was 11.4 percent, more than twice
the average for nonagricultural products (4.4 percent).

¢ Nontariff measures (NTMs): For some time, APEC economies have been implementing trade-
facilitating NTMs, such as expedited customs procedures, the elimination of import licensing
requirements, and the application of export rebates. Recently, however, the adoption of new
trade-facilitating NTMs has slowed down within the APEC region. On the other hand, the
number of trade-restrictive NTM measures imposed by APEC members has also fallen in recent
years. At the same time, the number of trade remedies imposed by APEC economies—
particularly antidumping measures—increased significantly during July 2016—June 2017 versus
similar periods in previous years.

e Services: The success of APEC economies’ policies in terms of facilitating foreign participation in
domestic services sectors has been mixed. Some services sectors have become increasingly
liberalized, such as banking, transportation, healthcare, tertiary education, and legal services.
Others, such as insurance, communications services, and electronic payment processing
services, have become more restrictive.

e Investment: APEC economies have been carrying out a broad range of measures to upgrade the
investment environment. These range from measures that streamline the preliminary steps of
investing—easing the entry of foreign investment, relaxing the conditions for foreign ownership,
raising the thresholds for screening potential investments, and simplifying approval
procedures—to measures that reduce restrictions on repatriating capital, profits, or royalties.
Many APEC economies also reported adopting bilateral investment agreements or regional
trade agreements/free trade agreements that included investment chapters. These
developments, too, would liberalize investment, simplify administrative procedures, and provide
legal stability. Nonetheless, investment barriers persist in certain sectors, with policies either
prohibiting foreign investment or accepting foreign investment only under certain conditions.

429 For background information on APEC’s Bogor Goals, see USITC, The Year in Trade in 2014, July 2015, 117-18.
430 APEC, APEC’s Bogor Goals Progress Report, November 2018.
431 2017 data were the most recent data available in the 2018 APEC’s Bogor Goals Progress Report.
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The report also noted improvements in areas such as customs procedures, intellectual property rights
protections, competition policies, government procurement, regulatory reforms, and dispute mediation,
among others.*?

Trade and Investment Framework
Agreements

Trade and Investment Framework Agreements (TIFAs) provide principles for dialogue on trade and
investment issues. By yearend 2018, the United States had entered into 56 TIFAs (table 4.1), with no
new TIFAs in 2018. TIFAs cover diverse matters, including market access, labor, environment, and
intellectual property rights.** TIFA meetings serve as a setting for the United States and other parties to
the TIFA to discuss issues of mutual interest with the objective of strengthening trade and investment
ties. 434

The most recent TIFA negotiations were with Paraguay. Though the U.S.-Paraguay TIFA was signed in
2017, it has not yet entered into force. As a result, discussions on trade and investment issues between
the United States and Paraguay are channeled through the United States-Paraguay Bilateral Council on
Trade and Investment.*®

432 APEC, APEC’s Bogor Goals Progress Report, November 2018, 1-9.

433 USTR, “Trade and Investment Framework Agreements” (accessed May 15, 2019); USTR, “United States,
Bangladesh Sign Trade and Investment Cooperation,” November 25, 2013; USTR, 2019 Trade Policy Agenda and
2018 Annual Report, March 2019, 352-59; USTR, “SACU” (accessed May 15, 2019).

434 USTR, “Trade and Investment Framework Agreements” (accessed May 15, 2019).

435 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, 24.
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Table 4.1 U.S. trade and investment framework agreements (TIFAs) in 2018

Type and name

Date signed

Bilateral
U.S.-Afghanistan TIFA
U.S.-Algeria TIFA
U.S.-Angola TIFA
U.S.-Argentina TIFA
U.S.-Armenia TIFA
U.S.-Bahrain TIFA
U.S.-Bangladesh TICFA
U.S.-Brunei Darussalam TIFA
U.S.-Burma TIFA
U.S.-Cambodia TIFA
U.S.-Egypt TIFA
U.S.-Georgia TIFA
U.S.-Ghana TIFA
U.S.-Iceland TICF
U.S.-Indonesia TIFA
U.S.-Iraq TIFA
U.S.-Kuwait TIFA
U.S.-Laos TIFA
U.S.-Lebanon TIFA
U.S.-Liberia TIFA
U.S.-Libya TIFA
U.S.-Malaysia TIFA
U.S.-Maldives TIFA
U.S.-Mauritius TIFA
U.S.-Mongolia TIFA
U.S.-Mozambique TIFA
U.S.-Nepal TIFA
U.S.-New Zealand TIFA
U.S.-Nigeria TIFA
U.S.-Oman TIFA
U.S.-Pakistan TIFA
U.S.-Paraguay TIFA
U.S.-Philippines TIFA
U.S.-Qatar TIFA
U.S.-Rwanda TIFA
U.S.-Saudi Arabia TIFA
U.S.-South Africa TIFA®
U.S.-Sri Lanka TIFA
U.S.-Switzerland TICF
U.S.-Taiwan TIFA
U.S.-Thailand TIFA
U.S.-Tunisia TIFA
U.S.-Turkey TIFA
U.S.-Ukraine TICA
U.S.-United Arab Emirates TIFA

September 21, 2004
July 13, 2001

May 19, 2009
March 23, 2016
November 13, 2015
June 18, 2002
November 25, 2013
December 16, 2002
May 21, 2013

July 14, 2006

July 1, 1999

June 20, 2007
February 26, 1999
January 15, 2009
July 16, 1996

July 11, 2005
February 6, 2004
February 17, 2016
November 30, 2006
February 15, 2007
December 18, 2013
May 10, 2004
October 17, 2009
September 18, 2006
July 15, 2004

June 21, 2005

April 15, 2011
October 2, 1992
February 16, 2000
July 7, 2004

June 25, 2003
January 13, 2017
November 9, 1989
March 19, 2004
June 7, 2006

July 31, 2003

June 18, 2012

July 25, 2002

May 25, 2006
September 19, 1994
October 23, 2002
October 2, 2002
September 29, 1999
March 28, 2008
March 15, 2004
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U.S.-Uruguay TIFAP January 25, 2007
U.S.-Vietnam TIFA June 21, 2007
U.S.-Yemen TIFA February 6, 2004
Regional

U.S.-Association of Southeast Asian Nations (ASEAN) TIFA® August 5, 2006
U.S.-Caribbean Community (CARICOM) TIFA¢ May 28, 2013
U.S.-Central Asian TIFA® June 1, 2004
U.S.-Common Market for Eastern and Southern Africa (COMESA) TIFAf October 29, 2001
U.S.-East African Community TIFA# July 16, 2008
U.S.-Economic Community of West African States (ECOWAS) TIFA" August 5, 2014
U.S.-Gulf Cooperation Council (GCC) Framework Agreement for Trade, September 25, 2012
Economic, Investment, and Technical Cooperation’

U.S.-Southern Africa Customs Union (SACU) Trade, Investment, and July 16, 2008
Development Cooperative Agreement!

U.S.-West African Economic and Monetary Union (WAEMU) TIFAK April 24, 2002

Source: USTR, “Trade and Investment Framework Agreements” (accessed May 15, 2019); USTR, “United States, Bangladesh Sign Trade and
Investment Cooperation,” November 25, 2013; USTR, 2019 Trade Policy Agenda and 2018 Annual Report, March 2019, 352-59; USTR, “SACU”
(accessed May 15, 2019).

Note: TICF stands for Trade and Investment Cooperation Forum, TICA stands for Trade and Investment Cooperation Agreement, and TICFA
stands for Trade and Investment Cooperation Forum Agreement. All are considered TIFAs by USTR. For more information, see USTR, “Trade
and Investment Framework Agreements” (accessed May 15, 2019).

2 The United States-South Africa TIFA was amended on June 18, 2012. It replaces the original TIFA, signed on February 18, 1999.

b On October 2, 2008, the United States and Uruguay signed a TIFA protocol on trade and environment and a TIFA protocol on trade
facilitation.

¢The 10 countries of ASEAN are Brunei, Burma, Cambodia, Indonesia, Laos, Malaysia, the Philippines, Singapore, Thailand, and Vietnam.

9 The 15 members of CARICOM are Antigua and Barbuda, The Bahamas, Barbados, Belize, Dominica, Grenada, Guyana, Haiti, Jamaica,
Montserrat, Saint Lucia, Saint Kitts and Nevis, Saint Vincent and the Grenadines, Suriname, and Trinidad and Tobago. It also has five associate
members: Anguilla, Bermuda, the British Virgin Islands, the Cayman Islands, and the Turks and Caicos Islands.

€ The six parties to the U.S.-Central Asian TIFA are the United States, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and Uzbekistan.
fThe 21 members of COMESA are Burundi, Comoros, the Democratic Republic of the Congo, Djibouti, Egypt, Eritrea, Eswatini (formerly
Swatziland), Ethiopia, Kenya, Libya, Madagascar, Malawi, Mauritius, Rwanda, Seychelles, Sudan, Somalia, Tunisia, Uganda, Zambia, and
Zimbabwe.

& The six parties to the U.S.-East African Community TIFA are the United States, Burundi, Kenya, Rwanda, Tanzania, and Uganda.

h The 15 members of ECOWAS are Benin, Burkina Faso, Cabo Verde, Cote d’lvoire, The Gambia, Ghana, Guinea, Guinea-Bissau, Liberia, Mali,
Niger, Nigeria, Senegal, Sierra Leone, and Togo.

i The six parties to the U.S.-Gulf Cooperation Council (GCC) Framework Agreement for Trade, Economic, Investment, and Technical
Cooperation are Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab Emirates.

i The five members of SACU are Botswana, Eswatini (formerly Swaziland), Lesotho, Namibia, and South Africa.

K The eight members of WAEMU are Benin, Burkina Faso, Céte d’lvoire, Guinea-Bissau, Mali, Niger, Senegal, and Togo.

Developments in TIFAs during 2018

During 2018, 11 TIFA councils met, with results as discussed in this section.
Algeria

On October 2, 2018, the United States and Algeria held their sixth TIFA Council meeting in Washington,
DC. They discussed trade and investment issues in various sectors—tourism, energy, health, handcrafts,
and agriculture. The countries also discussed issues related to the digital economy, intellectual property
rights, and modernization of the Algerian banking sector.*3®

436 Government of Algeria, Embassy of Algeria, “Ambassador’s Activities” (accessed April 22, 2019).
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Argentina

Under their TIFA, the United States and Argentina met in Washington, DC, on October 19, 2018. During
the meeting, the countries discussed various issues, including agricultural market access, the need to
reduce steel excess capacity, intellectual property rights protection, and continued cooperation on the
World Trade Organization (WTO) initiative on electronic commerce.**’

Armenia

On March 19, 2018, the United States and Armenia met in Washington, DC, for their second TIFA council
meeting. Senior government officials discussed a range of topics, including procedures for implementing
technical standards, conformity assessment, and stakeholder consultation, as well as sanitary and
phytosanitary measures, customs clearance, intellectual property rights, and processes for monitoring
and enforcing labor laws. In addition, the meeting included a roundtable discussion with private sector
members.*®

Bangladesh

Under their Trade and Investment Cooperation Forum Agreement, the United States and Bangladesh
met in Washington, DC, on September 13, 2018, to discuss expansion of their bilateral trade and
investment relationship. Topics of discussion included market access for U.S. cotton, the digital
economy, labor reforms, and transparency in government procurement.

During the 2018 meeting, the United States articulated uneasiness on the country’s labor conditions. In
2013, Bangladesh was suspended from the Generalized System of Preferences (GSP) program owing to
issues with workers’ rights and safety. 4*° Although USTR recognized some progress on these issues
during Bangladesh’s GSP review in 2015, Bangladesh’s GSP eligibility has not been reinstated, given that
further progress is needed in these areas.**

Central Asia

On October 16, 2018, the United States, Kazakhstan, Kyrgyzstan, Tajikistan, Turkmenistan, and
Uzbekistan met in Tashkent, Uzbekistan, for the U.S.-Central Asia TIFA Council meeting. The Afghan and
Pakistani governments joined the meeting as observers.*! Two previously launched working groups, on
intellectual property and women’s economic empowerment, held their first meetings in 2018. Countries
discussed trade and investment issues including regional connectivity, economic cooperation, customs

437 USTR, “Joint Statement on the Second Meeting of the United States-Argentina Council on Trade and
Investment” (accessed May 15, 2019).

438 Government of Armenia, Embassy to Armenia to the United States of America, “Session of Armenia-US Council
on Trade and Investment in Washington,” March 19, 2018; USTR, “United States and Armenia Work to Strengthen
Ties, Expand Trade and Investment Relationship,” March 19, 2018.

439 USTR, “USTR and Bangladesh Hold 4th Trade and Investment Cooperation Forum Agreement Council Meeting”
(accessed May 15, 2019).

440 USTR, “GSP Review of Bangladesh Recognizes Progress, Urges That More Be Done on Worker Safety and
Rights,” January 16, 2015.

441 USTR, “U.S. Statement on the United States-Central Asia Trade and Investment Framework Agreement”
(accessed May 15, 2019).
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issues, sanitary and phytosanitary measures, standards and technical barriers to trade, and workers’
rights.*4?

Indonesia

The United States and Indonesia met under their TIFA in Jakarta, Indonesia, on May 14, 2018. The
countries met with the goal of building a stronger trade relationship and promoting free bilateral trade.
During the meeting, senior officials discussed recent updates on the GSP country practice review for
Indonesia, and agreed to work together to address issues of agriculture, digital trade, financial services,
fisheries, and labor.*3 In addition, the countries approved a work plan to address intellectual property
concerns with respect to Indonesia’s citation in USTR’s 2018 Special 301 Report. The Special 301 report
addressed various issues, including patent law in relation to local manufacturing and use requirements,
and compulsory licenses.*

Laos

On January 31, 2019, the United States and Laos held the second meeting under their TIFA in Vientiane,
Laos. The countries discussed strengthening opportunities in various areas, including electronic
payments, automotive standards, digital trade, and intellectual property.**

Nepal

On November 13, 2018, the United States and Nepal held their fourth TIFA Council meeting in
Washington, DC, to strengthen trade and investment relations. Both countries discussed a range of
topics, including business environment and labor reforms, investment promotion, execution of the WTO
Trade Facilitation Agreement, digital trade and e-commerce, sanitary and phytosanitary measures, and
market access and reform in Nepal’s agricultural sector. The countries also addressed methods of
creating and improving innovation in the business environment by increasing intellectual property
protection and facilitating foreign investment. Nepal also cited its interest in increasing its utilization of
the Nepal Trade Preferences Act, which allows certain products from Nepal to be imported duty free
into the United States.*¢

New Zealand

During July 19-20, 2018, the United States and New Zealand met under their TIFA in Washington, DC.
During the meetings, U.S. officials discussed the two countries’ expanding trade and investment
relations, including cooperation on areas of mutual interest. Topics addressed included trade barriers in

442 USTR, 2019 Trade Policy Agenda and 2018 Annual Report, 2019, 37.

443 USTR, “United States and Indonesia Meet under Trade and Investment Framework Agreement” (accessed May
15, 2019).

444 USTR, 2018 Special 301 Report, 13 (accessed May 15, 2019).

445 UsSDOS, U.S. Embassy in Laos, “U.S. and Lao Officials Conduct Trade and Investment Talks” (accessed May 15,
2019).

446 USTR, “Joint Statement on the 4th U.S.-Nepal Trade and Investment Framework Council Meeting” (accessed
May 15, 2019). For more information on NTPA, see chapter 2 of this report.
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third-country markets, unfair trade practices, intellectual property, and cooperation between the United
States and New Zealand at the WTO and APEC.*

Thailand

On April 10, 2018, the United States and Thailand held a Trade and Investment Council meeting in
Washington, DC. The countries discussed ways to expand trade relations and address trade issues. Both
countries restated the importance of their relationship and cooperation on trade expansion. Topics
addressed included the U.S. trade agenda and questions related to Thai barriers to U.S. exports, such as
agriculture, customs, intellectual property, and labor issues. Senior government officials also addressed
regional and multilateral engagements, including implementation of the WTO Trade Facilitation
Agreement and approaches to advancing the ASEAN-U.S. Trade and Investment Framework
Arrangement.*4®

Ukraine

The United States and Ukraine met on October 23, 2018, under their Trade and Investment Cooperation
Agreement (TICA). The meeting, held in Washington, DC, under the auspices of the U.S.-Ukraine Trade
and Investment Council, was the eighth meeting since the TICA entered into force in 2008. During the
meeting, the two countries discussed ways to expand trade in agricultural and industrial goods, work
done by working groups on technical and sanitary and phytosanitary barriers to trade, and the new law
implemented on collective management in Ukraine. Additional topics of discussion were the governance
of electronic payment systems, the environment for refunds of Ukraine’s value-added tax,
transportation logistics, and agricultural export controls.**

447 USTR, “United States and New Zealand Meet under Trade and Investment Framework Agreement” (accessed
May 15, 2019).

448 JSTR, “United States and Thailand Discuss Strengthening Engagement on Trade, Resolving Priority Issues”
(accessed May 15, 2019).

449 USTR, “Joint Statement on the United States-Ukraine Trade and Investment Council” (accessed May 15, 2019).
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Chapter 5
U.S. Free Trade Agreements

This chapter summarizes developments related to U.S. free trade agreements (FTAs) during 2018.%° It
describes trends in U.S. merchandise trade with FTA partners, highlights the status of U.S. FTA
negotiations during the year, and summarizes major activities and dispute settlement developments
involving the North American Free Trade Agreement (NAFTA) and other U.S. FTAs in force during 2018.

U.S. Trade with FTA Partners in 2018

The United States was party to 14 FTAs involving a total of 20 countries as of December 31, 2018.
Starting with the most recent, the FTAs in force during 2018 were the U.S.-Panama Trade Promotion
Agreement (TPA) (entered into force in 2012); the U.S.-Colombia TPA (2012); the U.S.-Korea FTA (2012);
the U.S.-Peru TPA (2009); the U.S.-Oman FTA (2009); a multiparty FTA with the countries of Central
America and the Dominican Republic (CAFTA-DR) that includes the Dominican Republic, El Salvador,
Guatemala, Honduras, and Nicaragua (entered into force 2006—-07) and Costa Rica (2009); the U.S.-
Bahrain FTA (2006); the U.S.-Morocco FTA (2006); the U.S.-Australia FTA (2005); the U.S.-Chile FTA
(2004); the U.S.-Singapore FTA (2004); the U.S.-Jordan FTA (2001); NAFTA, with Canada and Mexico
(1994); and the U.S.-Israel FTA (1985).

U.S. Total Merchandise Trade with FTA Partners

Total two-way merchandise trade between the United States and its 20 FTA partners was $1.6 trillion in
2018, accounting for 39.1 percent of total U.S. merchandise trade with the world.*! The value of U.S.
exports to FTA partners totaled $780.3 billion, an 8.3 percent increase from $720.3 billion in 2017; this
growth exceeded the 7.6 percent increase in total U.S. exports to the world in 2018. The value of U.S.
exports to most FTA partners increased in 2018; the exception was exports to Jordan. U.S. imports from
FTA partners were valued at $862.6 billion, also an 8.3 percent increase from $796.6 billion in 2017. The
U.S. merchandise trade deficit with all FTA partners increased 7.9 percent to $82.4 billion in 2018 (tables
5.1-5.3).

U.S. trade with the two NAFTA countries (Canada and Mexico) continued to contribute the most to
overall U.S. trade with FTA partners. In 2018, these countries accounted for $1.2 trillion, or 74.8 percent,
of total U.S. trade with its FTA partners. From 2017 to 2018, the value of U.S. exports to NAFTA
countries rose 7.3 percent ($38.1 billion) to $563.7 billion. U.S. imports from NAFTA countries rose 8.4
percent ($51.4 billion), to $664.9 billion in 2018. As a result, the U.S. merchandise trade deficit with its
NAFTA partners increased by 15.1 percent to $101.2 billion in 2018.

450 The term free trade agreements includes free trade agreements (FTAs) and trade promotion agreements
(TPAs).

451 As described in chapter 1, U.S. total merchandise trade with FTA partners is based on total exports and general
imports. Only imports entering under trade preference programs and FTAs are based on imports for consumption.
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U.S. trade with its non-NAFTA FTA partners was valued at $414.2 billion in 2018, which was a 9.6
percent increase from 2017. U.S. exports to these FTA partners increased 11.2 percent ($21.8 billion),
from $194.7 billion in 2017 to $216.5 billion in 2018. At the same time, U.S. imports from these partners
increased 8.0 percent ($14.6 billion) from $183.1 billion in 2017 to $197.7 billion in 2018. U.S. exports
increased more than imports, causing the U.S. merchandise trade surplus with its non-NAFTA FTA
partners to increase 62.1 percent to $18.8 billion (tables 5.1-5.3).

Table 5.1 Total U.S. exports to FTA partners, by FTA partner, 2016-18

FTA partner 2016 2017 2018 2017-18
Million $ % change
NAFTA 496,786 525,580 563,729 7.3
Canada 266,734 282,265 298,719 5.8
Mexico 230,051 243,314 265,010 8.9
Non-NAFTA 179,249 194,734 216,546 11.2
Israel 13,198 12,550 13,715 9.3
Jordan 1,459 1,921 1,606 -16.4
Chile 12,937 13,605 15,340 12.8
Singapore 26,832 29,806 33,141 11.2
Australia 22,149 24,527 25,306 3.2
Morocco 1,933 2,220 2,945 32.7
Bahrain 900 898 2,037 126.7
CAFTA-DR? 28,682 30,619 32,175 5.1
Oman 1,804 1,985 2,421 22.0
Peru 7,927 8,663 9,634 11.2
South Korea 42,313 48,326 56,344 16.6
Colombia 13,047 13,312 14,996 12.7
Panama 6,069 6,301 6,885 9.3
FTA partner total 676,034 720,313 780,276 8.3
Total U.S. exports 1,451,024 1,546,273 1,664,056 7.6

FTA partner share of total U.S. exports 46.6 46.6 46.9

(percent)

Source: USITC DataWeb/USDOC (accessed May 9, 2019).

Note: Because of rounding, figures may not add to totals shown. FTA partners are ordered according to the date of entry into force of the
respective FTA.

3 CAFTA-DR is a multiparty FTA that includes the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and Costa Rica.
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Table 5.2 U.S. general imports from FTA partners, by FTA partner, 2016-18

FTA partner 2016 2017 2018 2017-18
Million $ % change
NAFTA 571,685 613,542 664,938 8.4
Canada 277,766 299,280 318,414 6.4
Mexico 293,920 314,262 346,524 10.3
Non-NAFTA 176,421 183,106 197,702 8.0
Israel 22,210 21,941 21,762 -0.8
Jordan 1,555 1,687 1,814 7.5
Chile 8,797 10,551 11,366 7.7
Singapore 17,832 19,367 27,256 40.7
Australia 9,509 10,045 10,125 0.8
Morocco 1,021 1,233 1,566 27.0
Bahrain 768 996 991 -0.5
CAFTA-DR? 23,335 23,570 25,184 6.8
Oman 1,125 1,067 1,281 20.0
Peru 6,253 7,271 7,883 8.4
South Korea 69,888 71,444 74,223 3.9
Colombia 13,717 13,491 13,789 2.2
Panama 410 442 462 4.4
FTA partner total 748,106 796,648 862,640 8.3
Total U.S. imports 2,187,032 2,340,768 2,541,267 8.6

FTA partner share of total U.S. imports 34.2 34.0 33.9

(percent)

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown.

3 CAFTA-DR is a multiparty FTA that includes the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and Costa Rica.
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Table 5.3 U.S. merchandise trade balance with FTA partners, by FTA partner, 2016-18

2016 2017 2018 2017-18

Million $ % change

NAFTA -74,900 -87,962 -101,209 -15.1
Canada -11,031 -17,014 -19,695 -15.8
Mexico -63,869 -70,948 -81,514 -14.9
Non-NAFTA 2,828 11,628 18,844 62.1
Israel -9,012 -9,391 -8,047 14.3
Jordan -95 234 -207 ®)
Chile 4,140 3,054 3,974 30.1
Singapore 8,999 10,438 5,885 -43.6
Australia 12,640 14,482 15,181 4.8
Morocco 912 987 1,380 39.8
Bahrain 131 -98 1,046 (®)
CAFTA-DR¢ 5,347 7,049 6,991 -0.8
Oman 679 918 1,140 24.3
Peru 1674 1,392 1,750 25.8
South Korea -27,576 -23,117 -17,879 22.7
Colombia -670 -179 1,207 ®)
Panama 5,659 5,859 6,423 9.6
FTA partner total -72,072 -76,334 -82,364 -7.9
Total U.S. trade balance -736,009 -794,495 -877,211 -10.4

Source: USITC DataWeb/USDOC (accessed May 9, 2019).

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

2 Negative percentage changes indicate an increase in the U.S. trade deficit or a decrease in the U.S. trade surplus. Positive percentage changes
indicate a decrease in the trade deficit or an increase in the trade surplus.

® Not meaningful.

¢CAFTA-DR is a multiparty FTA that includes the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and Costa Rica.

U.S. Imports Entered under FTAs

The value of U.S. imports entered under FTAs totaled $408.0 billion in 2018, accounting for nearly half
(47.3 percent) of total U.S. imports from FTA partners and for 16.1 percent of U.S. imports from the
world (tables 5.4-5.5).452

The value of U.S. imports entered under FTAs in 2018 increased $22.3 billion (5.8 percent), up from
$385.7 billion in 2017. FTA imports from Singapore grew 147.1 percent ($2.7 billion), representing the
largest percentage increase. The growth was primarily driven by large increases in imports of beverage
sweeteners.*3 Imports under FTAs from Panama and Oman increased by 41.5 percent (524 million) and
28.8 percent (5202 million), respectively; however, they changed from smaller baselines. Imports from
Mexico accounted for the greatest increase in value, rising by $17.4 billion (9.5 percent) to $200.5
billion. A large part of this increase was due to an increase in motor vehicle imports from Mexico.** On

452 Not all products imported from FTA partners are eligible for FTA treatment or take advantage of their eligibility.
453 The value of imports of food preparations not elsewhere specified (HTS 2106.90) increased by $2.6 billion, or
78,293.3 percent. The majority of the value of imports within this category were from tariff lines for beverage
sweeteners at the HTS 10-digit level. USITC DataWeb/USDOC (accessed July 3, 2019).

454 The value of imports of motor cars and other motor vehicles designed to transport people (HTS 8703) increased
by $4.6 billion, or 15.1 percent. USITC DataWeb/USDOC (accessed May 9, 2019).
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the other hand, imports from Canada fell by $563 million (0.4 percent). In total, combined imports from
the NAFTA partners rose 5.4 percent ($16.8 billion). The largest decline in U.S. imports under any FTA

was seen in imports from Bahrain, largely due to a 29.5 percent drop in imports of aluminum wire.

455

Table 5.4 U.S. imports for consumption that entered under FTA provisions, by FTA partner, 2016-18

FTA partner 2016 2017 2018 2017-18

Million $ % change
NAFTA 302,373 313,049 329,876 5.4
Canada 131,358 129,936 129,373 -0.4
Mexico 171,015 183,112 200,502 9.5
Non-NAFTA 72,707 72,626 78,130 7.6
Israel 2,743 2,709 2,852 5.3
Jordan 1,356 1,487 1,610 8.3
Chile 4,702 5,952 6,412 7.7
Singapore 1,845 1,814 4,481 147.1
Australia 3,732 4,018 3,738 -7.0
Morocco 194 205 243 18.1
Bahrain 499 582 489 -15.9
CAFTA-DR? 13,665 13,707 14,710 7.3
Oman 815 702 904 28.8
Peru 2,661 3,299 3,694 11.9
South Korea 35,055 33,085 33,186 0.3
Colombia 5,387 5,010 5,731 14.4
Panama 53 56 80 41.5
FTA partner total 375,080 385,675 408,006 5.8
Total U.S. imports for consumption 2,172,868 2,328,313 2,551,606 9.6

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown.

3 CAFTA-DR is a multiparty FTA that includes the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and Costa Rica.

Jordan remained the partner with the highest ratio of imports entered under an FTA to general imports,
with a ratio of 88.8 percent (table 5.5). Other countries with notably high ratios include Oman (70.6
percent), Mexico (57.9 percent), and Chile (56.4 percent). The CAFTA-DR countries as a whole also had a
high ratio of FTA imports to general imports, at 58.4 percent. Each CAFTA-DR partner had large ratios of
FTA imports to general imports , except for Costa Rica, for which the ratio was 31.4 percent. The
partners with the smallest shares of imports entered under an FTA to general imports were Israel (13.1
percent), Morocco (15.5 percent), and Singapore (16.4 percent). The imports from these countries often
entered the United States free of duty under normal trade relations rates (this category is equivalent to

most-favored-nation rates in other countries).

455 USITC DataWeb/USDOC (accessed July 3, 2019).
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Table 5.5 Ratio of U.S. imports for consumption under FTAs to U.S. general imports, by partner, 2016—

18 (percent)

FTA partner 2016 2017 2018
NAFTA 52.9 51.0 49.6
Canada 47.3 43.4 40.6
Mexico 58.2 58.3 57.9
Non-NAFTA 41.2 39.7 39.5
Israel 12.4 12.3 13.1
Jordan 87.2 88.1 88.8
Chile 53.4 56.4 56.4
Singapore 10.3 9.4 16.4
Australia 39.3 40.0 36.9
Morocco 19.0 16.7 15.5
Bahrain 64.9 58.4 49.4
CAFTA-DR? 58.6 58.2 58.4
Oman 72.4 65.8 70.6
Peru 42.6 45.4 46.9
South Korea 50.2 46.3 44.7
Colombia 39.3 37.1 41.6
Panama 13.0 12.7 17.2
FTA partner total 50.1 48.4 47.3

Source: USITC DataWeb/USDOC (accessed May 9, 2019).
Note: Because of rounding, figures may not add to totals shown.

aCAFTA-DR is a multiparty FTA that includes the Dominican Republic, El Salvador, Guatemala, Honduras, Nicaragua, and Costa Rica.

Developments in FTA Negotiations during
2018

Since 1974, Congress has enacted Trade Promotion Authority (TPA) legislation that defines U.S.
negotiating objectives and priorities for trade agreements and establishes consultation and notification
requirements for the President to follow throughout the negotiation process. At the end of the
negotiation and consultation process, Congress gives the agreement an up or down vote, without
amendment.

The most recent renewal of this authority is contained in the Bipartisan Congressional Trade Priorities
and Accountability Act of 2015, which was signed into law on June 29, 2015.%® The Act sets out 21
principal trade negotiating objectives, including objectives on trade in goods, trade in services, trade in
agriculture, foreign investment, intellectual property, digital trade in goods and services and cross-
border data flows, regulatory practices, and state-owned and state-controlled enterprises. There are
also two negotiating objectives on currency and currency manipulation.

TPA sets out a timeline addressing the role of Congress in the FTA negotiation process. TPA procedures
apply to both the negotiation of new agreements and changes to existing agreements, such as the
United States-Mexico-Canada Agreement. Ninety days before negotiations are to begin, the President is

456 pub. L. 114-26, 129 Stat. 320.
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required to notify Congress of his intent to enter into negotiations.*” Thirty days beforehand, the
President is to publish negotiating objectives.*® Ninety days before an agreement is to be signed, the
President is to notify Congress of his intent to enter into an agreement,*° and 60 days before signing,
the President is to publish the full text of the agreement.*®° The timeline also includes timeframes for
House and Senate consideration once the implementing bill is introduced.*!

In connection with any proposed trade agreement, USITC is to provide advice to the President as to the
probable economic effect of modifications of tariff and nontariff measures on industries producing like
or directly competitive articles and on consumers.*®? The USITC is also required to submit a report
assessing the likely impact of the agreement on the U.S. economy as a whole and on specific industry
sectors 105 days after the trade agreement is signed.%3

On November 30, 2018, the President signed the United States-Mexico-Canada Agreement.
Developments during 2018 leading up to his signature are described below. On October 16, 2018, U.S.
Trade Representative (USTR) Lighthizer notified Congress of the President’s intent to negotiate trade
agreements with the United Kingdom (UK), the European Union (EU), and Japan.*®* This notification
launched the congressionally mandated 90-day consultation period under Trade Promotion

Authority before the launch of negotiations.*°

Negotiating objectives for the UK, the EU, and Japan were released over the December 2018—February
2019 period. In addition to these negotiating objectives, the negotiating objectives for agreements with
EU and UK also included language on regulation and competitive safeguards on dominant carriers to
ensure fair competition in the telecommunications industry;*® on the establishment of consultative
mechanisms and disciplines that address subsidy issues;*” and on commitments to trade engagement
with Israel.*®® Negotiating objectives for the agreement with Japan also included language on preserving
fair competition in the telecommunications industry, explicitly through “transparent regulation and an
independent regulator.” #6°

47 Pub. L. 114-26, § 105(a)(1)(A).

458 pyb. L. 114-26, § 105(a)(1)(D).

459 pyb. L. 114-26, § 106(a)(1)(A).

460 pyb. L. 114-26, § 106(a)(1)(B).

461 USTR, “TPP Congressional Timeline” (accessed August 15, 2019); CRS, “Trade Promotion Authority (TPA):
Frequently Asked Questions,” June 21, 2019, 30.

462 Trade Act of 1974, as amended, § 131.

463 pyb. L. 114-26, § 105(c).

464 USTR, “Trump Administration Announces Intent to Negotiate Trade Agreements,” October 16, 2018.

46519 U.S.C. 4204(a).

466 USTR, United States-United Kingdom Negotiations: Summary of Specific Neqotiating Objectives, February 2019,
6; USTR, United States-European Union Negotiations: Summary of Specific Negotiating Objectives, January 2019, 6.
467 USTR, United States-United Kingdom Negotiations: Summary of Specific Neqotiating Objectives, February 2019,
9; USTR, United States-European Union Negotiations: Summary of Specific Negotiating Objectives, January 2019, 6.
468 USTR, United States-United Kingdom Negotiations: Summary of Specific Neqotiating Objectives, February 2019,
15; USTR, United States-European Union Negotiations: Summary of Specific Negotiating Objectives, January 2019,
6.

469 USTR, United States-Japan Negotiations: Summary of Specific Negotiating Objectives, December 2018, 6.
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U.S.-UK Trade Agreement

On November 16, 2018, USTR announced a request for public comment on a proposed U.S.-UK trade
agreement. To help in the development of its negotiating objectives, USTR specifically invited comments
on relevant barriers to trade, the economic costs of tariff removal to U.S. producers and consumers,
product-specific barriers, customs issues, and other nontariff barriers.*’° After considering public
comments and hearing testimony, USTR published its negotiating objectives for a trade agreement with
the UK in February 2019.47

The UK cannot enter into a new trade agreement with non-European Union (EU) countries before it exits
the EU because the EU has exclusive competence over its Common Commercial Policy, including its
trade policy.*”? However, discussions between the UK and the United States on strengthening bilateral
trade and investment ties were initiated in two separate forums.

The U.S.-UK Trade and Investment Working Group began meeting in July 2017 with the objective of
reaffirming and strengthening commercial relationships between U.S. and UK businesses ahead of the
UK’s exit from the EU.*”® The group met on four subsequent occasions in November 2017,4”* March
2018,%7° July 2018,%® and November 2018.#’7 At these meetings, the group discussed industrial and
agricultural goods, services and investment, digital trade, intellectual property rights, regulatory issues
related to trade, and small and medium-sized enterprises (SMEs).*’8

470 The deadline for submission of public comments was January 15, 2019. USTR also held a public hearing on
January 29, 2019. 83 Fed. Reg. 57790 (November 16, 2018).

471 USTR, United States-United Kingdom Negotiations: Summary of Specific Negotiating Objectives, February 2019.
472 The UK voted by referendum to withdraw from the EU on June 23, 2016. As of this writing, the effective date
and terms of the withdrawal have yet to be determined.

473 USTR, “Joint Release by USTR Ambassador Lighthizer and UK International Trade Secretary Dr. Liam Fox,” June
24, 2017.

474 USTR, “Joint Statement on the Second Meeting of the U.S.-UK Trade and Investment Working Group,”
November 15, 2017.

475 USTR, “Readout of the 3rd Meeting of the U.S.-UK Trade and Investment Working Group and the 1st Meeting of
the U.S.-UK SME Dialogue,” March 23, 2018.

476 USTR, “Fourth Meeting of the U.S.-UK Trade and Investment Working Group,” July 13, 2018.

477 USTR, “Fifth Meeting of the U.S.-UK Trade and Investment Working Group,” November 9, 2018.

478 As part of the U.S.-UK Trade and Investment Working Group, the United States and the UK sighed agreements
in 2019 on specific products that are currently covered in existing agreements between the United States and the
EU. These agreements are designed to ensure that trade is not disrupted when the UK leaves the EU and will take
effect when U.S.-EU trade agreements no longer apply to the UK. The products included in these agreements are
wine, spirits, telecommunications equipment, pharmaceuticals, and marine equipment. USTR, “U.S.-UK Trade
Agreement Negotiations” (accessed June 25, 2019); Government of the UK, “Agreement of Mutual Recognition
between the United States of America and the United Kingdom of Great Britain and Northern Ireland,” February
14, 2019; Government of the UK, “Agreement between the United Kingdom of Great Britain and Northern Ireland
and the United States of America on the Mutual Recognition of Certificates of Conformity for Marine Equipment,”
February 14, 2019; Government of the UK, “Agreement between the United Kingdom of Great Britain and
Northern Ireland and the United States of America on Trade in Wine,” January 31, 2019; Government of the UK,
“Agreement between the United Kingdom of Great Britain and Northern Ireland and the United States of America
on the Mutual Recognition of Certain Distilled Spirits/Spirit Drinks,” January 31, 2019.
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The U.S.-UK SME Dialogue began meeting in March 2018 to identify resources available from both
countries to assist SMEs and to hear from SMEs on the opportunities and challenges they experience
when trading bilaterally.#’® The Dialogue convened on two more occasions, in London in July 20184
and in Washington, DC, in November 2018. Discussions focused on access to finance and wider business
support for SMEs, intellectual property protection, and the use of e-commerce tools to promote SME
exports. !

U.S.-EU Trade Agreement

On November 15, 2018, USTR announced a request for public comment on a proposed U.S.-EU trade
agreement. Written public comments on the negotiating objectives for a trade agreement were due on
December 10, 2018. Again, to aid in the development of its negotiating objectives, USTR specifically
invited comments on relevant barriers to trade, economic costs of tariff removal to U.S. producers and
consumers, product-specific barriers, customs issues, and other nontariff barriers. USTR also held a
public hearing on negotiating objectives for a U.S.-EU trade agreement on December 14, 2018, hearing
testimony of industry representatives from the agriculture, biotechnology, manufacturing, and
telecommunications and software sectors, among others.*8? After considering public comments and
hearing testimony, USTR published negotiating objectives for a trade agreement with the EU in January
2019.%8

President Trump and European Commission President Jean-Claude Juncker issued a joint statement on
July 25, 2018, to announce the formation of an Executive Working Group (EWG). Headed by the EU
Commissioner for Trade Cecilia Malmstréom and USTR Lighthizer, the EWG was formed to make progress
on reducing transatlantic barriers to trade. Goals of the EWG included working to eliminate non-auto
industrial tariffs and nontariff barriers, and to increase trade in services, chemicals, pharmaceuticals,
medical products, and soybeans. As part of the activities of the EWG, the United States and EU also
agreed to strengthen cooperation on trade in energy; to launch a dialogue on standards in order to
reduce trade costs and bureaucratic obstacles; and to address unfair trading practices via World Trade
Organization (WTO) reform. 48

After the EWG was formed, Commissioner Malmstrém and USTR Lighthizer met in Brussels on
September 10, 2018, to launch formal discussions under the group. Further meetings of the EWG at the
ministerial level were held in New York on September 25, 2018, and in Washington, DC on November
14, 2018. Additional meetings were held at the technical level between U.S. and EU officials, including a
technical meeting on regulatory issues in Washington, DC on October 23-26, 2018. Relevant regulatory

479 USTR, “Readout of the 3rd Meeting of the U.S.-UK Trade and Investment Working Group and the 1st Meeting of
the U.S.-UK SME Dialogue,” March 23, 2018.

480 USTR, “Fourth Meeting of the U.S.-UK Trade and Investment Working Group,” July 13, 2018.

481 USTR, “Fifth Meeting of the U.S.-UK Trade and Investment Working Group,” November 9, 2018.

482 83 Fed. Reg. 57526 (November 15, 2018); USTR, TPSC, “U.S.-EU Trade Agreement Hearing,” December 14, 2018.
483 USTR, U.S.-EU Negotiations: Summary of Specific Neqotiating Objectives, January 2019.

484 EC, “Joint U.S.-EU Statement following President Juncker’s Visit to the White House,” July 25, 2018.
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departments and agencies of the U.S. government and the European Commission participated in these
meetings.*®

To implement certain elements of the July 25, 2018, joint statement, the European Commission needs
specific negotiating mandates to be authorized by the Council of the European Union, which is
composed of government ministers from each EU member state.*® In preparation for negotiations on
industrial tariffs and on product conformity assessment, the European Commission submitted draft
negotiating mandates to the Council of the European Union for member state approval on January 18,
2019.%” EU member states must approve the proposed mandates before trade negotiations can
begin.*® On March 14, 2019, the European Parliament rejected a draft resolution to recommend the
opening of EU-U.S. trade negotiations on industrial tariffs and on product conformity assessment. The
rejection by Parliament is not binding, however, and on April 15, 2019, the European Council approved
mandates for the Commission to open negotiations on elimination of tariffs for industrial goods and on
conformity assessment.*®

U.S.-Japan Trade Agreement

On November 15, 2018, USTR announced a request for public comment on a proposed U.S.-Japan trade
agreement. Written public comments on the negotiating objectives for a trade agreement were due on
November 26, 2018. To help it develop its negotiating objectives, USTR specifically invited comments on
relevant barriers to trade, economic costs of tariff removal to U.S. producers and consumers, product-
specific barriers, customs issues, and other nontari