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THE COMMISSION

The United States Interna-
tional Trade Commission is a
quasi-judicial, independent, and
bipartisan agency established by
Congress with broad investigative
powers on matters of trade. In its
adjudicative role, the Commission
makes determinations of injury
and threat of injury by imports to
U.S. industry. As the Govern-
ment’s think tank on trade, the
Commission is a national re-
source that gathers and analyzes
trade data. That information is
provided to the President and
Congress as part of the informa-
tion on which U.S. trade policy is
based.

Commission activities in-
clude—

¢ Making recommenda-
tions to the President regarding
relief for industries seriously in-
jured by increasing imports;

SUMMARY OF

¢ Determining whether
U.S. industries are materially in-
jured by imports that benefit
from pricing below fair value or
subsidization;

¢ Directing actions, subject
to Presidential disapproval,
against unfair trade practices such
as patent infringement;

* Adpvising the President
whether agricultural imports
interfere with price-support pro-
grams of the U.S. Department of
Agriculture;

¢ Conducting studies on
trade and tariff issues and moni-
toring import levels; and

e Participating in the de-
velopment of uniform statistical
data on imports, exports, and do-
mestic production, and in the es-
tablishment of an international
harmonized commodity code.

INVESTIGATIONS COMPLETED

Tariff Act of 1930:

Section 332 investigations

Section 337 investigations of alleged unfair pramces in the

import and sale of imported products.

wwwwww

Antidumping and countervailing duty investigations (51
antidumping investigations—31 preliminary and 20 final; 4

countervailing duty—3 preliminary and 1 final)

Trade Act of 1974:

Sections 131 and 503 advice on possible trade agreements..............

Section 201 “escape clause”

Agricultural Adjustment Act:

Section 22, import interference with agricultural programs..............

Invcstxgatwrxs completed during FY 1990 and investigations pending

wwwwww

on September 30, 1990, are shown in appendix A.



MESSAGE FROM THE
OFFI CE OF THE CHAIRMAN

Each year the U.S. Interna-
tional Trade Commission is called
upon to perform its various func-
tions in new and more challeng-
ing ways. Fiscal year 1990 was no
exception. On the adjudicative
side, while our caseload was at its
lowest level in years, the Commis-
sion decided some of the largest
and most complicated cases that
have ever appeared on its docket.
On the research side, the Com-
mission completed studies for
Congress and the U.S. Trade
Representative (USTR) on topics
not previously addressed by this
agency.

The Commission is perhaps
best known as the agency that de-
termines whether a domestic in-
dustry is materially injured or
threatened with material injury by
dumped or subsidized imports.
This past year, we considered
several cases of particular eco-
nomic and legal significance. In
Sweaters, Telephone Systems, and
Portland Cement, the Commission
rendered affirmative determina-
tions covering $900 million, $400
million, and $200 million worth
of imports respectively. In Steel
Rails and Pork, the Commission
participated in the first appeals of
its decisions to a binational panel
established under the U.S.-
Canada Free-Trade Agreement.
Finally, the Commission heard
the first cases in which petition-
ers, assisted by our new Trade
Remedy Assistance Office, pre-
sented their cases without legal
counsel.

Investigations of unfair
import practices under section
337 of the Tariff Act also present-
ed new challenges involving, for
example, pharmaceuticals and a
variety of integrated-circuit tech-
nologies. In addition, the Com-
mission issued its first decision,
subsequently upheld by the court
of appeals, establishing the
proper grounds for issuing a tem-
porary exclusion order under the
1988 Omnibus Trade Act.

U.S. trade relations changed
more in FY 1990 than in any
single year in a generation. The
Uruguay Round negotiations held
discussions in areas like services,
agriculture, and foreign invest-
ment that have not previously
been addressed in a trade con-
text. The U.S.-Canada Free-Trade
Agreement took effect January 1,
1989—and 21 months later Presi-
dent Bush announced his inten-
tion to negotiate a free-trade
agreement with Mexico. The fall
of the Berlin Wall, heralding the
eventual integration of Eastern
Europe into the multilateral trad-
ing system, came on the heels of
the ongoing integration of the
European Community under the
EC 92 program. Each of these
events brought the Commission’s
expertise in economic and trade
analysis to bear.

At the request of the USTR,
the Commission conducted sever-
al studies in support of the Uru-
guay Round. A report on the bar-
riers to trade in services provided
background information for nego-
tiations in that important sector—
and prompted the Office of In-
dustries to establish a division de-
voted to services and advanced
technology. In agriculture, the
Commission estimated the tariff
equivalents of U.S. agricultural
import quotas. In a related
matter, at the request of the
Senate Finance Committee, the
Commission estimated the eco-
nomic impact on the U.S. econo-
my of significant U.S. import re-
straints.

In the field of bilateral rela-
tions, the Commission studied the
liberalization effort in Mexico and
the views of experts on a U.S.-

Mexico free-trade agreement. We
also reported on the effects of ac-
celerated tariff reductions under
the U.S.-Canada agreement. And
the ongoing evaluation of the
impact of the EC 92 program on
U.S. industry resulted in two well-
received followup reports to the
Commission’s initial 1988 study.

In addition to its foray into
important new areas of research,
the Commission this past year
began two innovations in its re-
search capability. First, the Office
of Economics made great strides
in developing a computable gen-
eral equilibrium model of the
U.S. economy. This model will
enable the Commission to evalu-
ate in a comprehensive fashion
the effects of changes in trade re-
lations on various sectors of the
U.S. economy. Our research staff
will use the model in the final
phase of the import restraints
study in 1991, and interest is now
being expressed in the Commis-
sion’s applying the model to
evaluate any agreements reached
during current and future trade
negotiations.

Second, the Commission’s
staff has revived the long-dor-
mant idea of staff reports on
topics of current interest. Last
year, the Offices of Economics
and the General Counsel pre-
pared staff reports analyzing the
prospects for enhanced U.S. trade
with the Soviet Union and East-
ern Europe from a legal, econom-
ic, and commercial perspective.
These studies made timely and
substantial contributions in this
little-explored area.

As the Commission begins its
75th year, we can look back on
the past year as a time of tremen-
dous change and promise in the
trade arena. The Commission met
this test with a renewed commit-
ment to professionalism, efficien-
cy, and skill. We look forward
with great anticipation to the
challenges ahead.

%o cM&

Anne E. Brunsdale
Acting Chairman



THE
COMMISSIONERS

The six Commissioners are
appointed by the President and
are confirmed by the Senate for
terms of nine years unless ap-
pointed to fill an unexpired term.
A Commissioner who has served
for more than five years is not eli-
gible for reappointment. Not
more than three Commissioners
may be members of the same po-
litical party. The Chairman is des-
ignated by the President and
serves for a statutory two-year
term. The Chairman may not be
of the same political party as the
preceding Chairman, nor may the
President designate two Commis-
sioners of the same political party
as the Chairman and Vice Chair-
man.

There are currently two va-
cancies on the Commission.

Anne E. Brunsdale, a Republican
of the District of Columbia, was
appointed Vice Chairman by
President Bush on June 16, 1990,
for the term expiring June 16,
1992. Since then, she has served
as Acting Chairman in the ab-
sence of an appointed Chairman.
Previously, she had been appoint-
ed Chairman by President Bush
on March 28, 1989, for the term
expiring June 16, 1990. Before
that she had served as Acting
Chairman beginning June 27,
1988, and as Vice Chairman be-
ginning June 16, 1986. A native
of Minnesota, Ms. Brunsdale
became a member of the Com-
mission on January 3, 1986, for
the term expiring June 16, 1993.
She came to the Commission
from the American Enterprise In-
stitute for Public Policy Research,
Washington, DC, where she was
serving as resident fellow of the
Institute and managing editor of
its bimonthly magazine, Regula-
tion.



Seeley G. Lodwick, a Republican
of Iowa, was sworn in as a
member of the Commission on
August 12, 1983, for a term ex-
piring December 16, 1991. A
native of Iowa, Mr. Lodwick came
to the Commission from the U.S.
Department of Agriculture, where
he served as Undersecretary of
Agriculture for International Af-
fairs and Commodity Programs
from 1981 to 1983. He is a
former Iowa State senator (1962-
69) and was elected president pro
tempore from 1968 to 1969. Mr.
Lodwick maintains active farming
interests in his home State.

David B. Rohr, a Democrat of
Maryland, became a member of
the Commission on March 27,
1984, and was subsequently
reappointed to a term ending De-
cember 16, 1994. Before his ap-
pointment to the Commission,
Mr. Rohr was a staff director of
the Subcommittee on Trade,
Committee on Ways and Means,
U.S. House of Representatives.
He was a trade advisor and was
principal liaison with the Com-
mission, the Office of the United
States Trade Representative
(USTR), and other Federal agen-
cies. Mr. Rohr also served as Di-
rector of the Trade Negotiations
and Agreements Division of the
U.S. Department of Commerce.
He joined Commerce in 1961 as
an international economist.

Don E. Newquist, a Democrat of
Texas, was appointed to an
unexpired term on October 18,
1988, and reappointed to a nine-
year term ending December 16,
1997. Prior to his appointment,
Mr. Newquist was with Valero
Energy Corp. as Senior Vice
President for Corporate Rela-
tions. He also served as general
manager of the Chamber of Com-
merce of Denver, CO, and before
that was with the Chamber of
Commerce of Corpus Christi, TX.
He is past president of the South
Texas Chamber of Commerce.



INTRODUCTION

As a new decade unfolds, the
role of the U.S. International
Trade Commission in the impor-
tant trade issues of the nineties is
readily apparent and is growing
in scope and complexity. Many
questions with far-reaching conse-
quences were addressed this year
and will continue to require the
attention of the Commission in
years to come.

Mirroring the fast pace of
events in 1990, the Commission
was called on to perform a variety
of tasks, ranging from analyzing
the effect on the United States of
granting most-favored-nation
status to the Soviet Union to in-
vestigating the status of the liber-
alization of Mexican trade and in-
vestment. In addition, activities in
support of the conclusion of the
Uruguay Round and ongoing
work concerning the effects of
greater European economic inte-
gration continued to demand a
large share of Commission re-
sources. Several investigations fo-
cusing on competitiveness issues
were completed, including studies
on gears, steel, and durum wheat.
Recently, the Commission was
asked by the Senate Finance
Committee to begin a multiphase
investigation on advanced-tech-
nology industries.

In its adjudicative role, the
Commission decided its first case
establishing the grounds for
granting a temporary exclusion
order in a section 337 case under
the Trade and Competitiveness
Act of 1988. The Commission re-
ceived its first remand from a
United States-Canada binational
panel established to hear appeals
from Commission decisions and
also decided the first case in
which a petitioning company, as-
sisted by the Commission’s Trade
Remedy Assistance Office, repre-
sented itself without legal coun-
sel.

On the administrative side,
the Commission established the
Services and Electronic Technolo-
gy Division within the Office of
Industries, reflecting the in-
creased importance of these
topics in trade negotiations. To
improve delivery of services to all
parts of the Commission, the
Main Library and the Office of
Information Resources Manage-
ment (formerly the Office of Data
Systems) were transferred from
the Office of Operations to the
Office of Administration.

After completing her term as
Chairman on June 16, 1990,
Anne E. Brunsdale was named
Vice Chairman. In the absence of
an appointed Chairman, she is
serving as Acting Chairman of the
Commission. With the departure
of two Commissioners last
summer, the fiscal year ended
with four sitting Commissioners.



PART I. HIGHLIGHTS

INVESTIGATIONS
UNDER SECTION 337
OF THE TARIFF ACT
OF 1930

Under section 337 of the
Tariff Act of 1930, the Commis-
sion conducts investigations into
alleged unfair practices in import
trade. Most complaints filed
under this provision involve alle-
gations of patent, copyright, or
trademark infringement. Other
investigations include such mat-
ters as alleged misappropriation
of trade secrets, violations of the
antitrust laws, passing off, and
false advertising. A more detailed
explanation of section 337 of the
Tariff Act of 1930 is set forth in
appendix B.

During FY 1990, the Com-
mission was confronted with a
varied group of patent-based sec-
tion 337 investigations, as well as
investigations involving trade se-
crets and trademarks. A signifi-
cant number of investigations in-
volved allegations that respond-
ents were using complainants’
patented processes abroad to
produce products that respond-
ents imported into the United
States. These process patent in-
vestigations included a variety of
end products such as chemothera-
py drugs, nonwoven fabric for
disposable diapers and other per-
sonal hygiene products, devices
for measuring the pressure of
fluids in pipes and vessels, and
polymer geogrids for use in heavy
construction projects.

Two of the Commission’s
section 337 investigations includ-
ed allegations that respondents’
products infringed U.S. patents
covering the overall appearance
or design of a product. These in-
vestigations involved certain bath-
room accessories and certain bat-
tery-operated ride-on toy vehi-
cles. Two other investigations re-
volved around allegations that re-
spondents had misappropriated
the complainant’s trade secrets
and were using the trade secrets
in manufacturing operations
abroad to produce goods import-
ed into the United States. The

products involved were aramid
fiber honeycomb, which is a light-
weight, high-strength structural
material used in industrial, aero-
space, marine, military, and recre-
ational applications, and internal
mixing devices, which are most
commonly used for the break-
down or incorporation of pig-
ments and fillers into rubber and
plastic materials.

In FY 1990, as in previous
years, the Commission’s section
337 caseload was highlighted by
investigations involving several
high-technology product areas.
Significant among these were in-
vestigations concerning semicon-
ductor products, including dy-
namic random-access memories;
static random-access memories;
erasable, programmable read-only
memories, and other integrated
circuits. Other investigations fo-
cused upon complex industrial
machinery and organic chemicals.

In FY 1990, for the first time,
the Commission ruled, after a full
hearing, that a complainant had
violated the duty of candor owed
to the Commission in filing its
section 337 complaint. As a
result, the Commission dismissed
the complaint, terminated the in-
vestigation with prejudice, and
issued a public reprimand.

INVESTIGATIONS
UNDER TITLE VII OF
THE TARIFF ACT

OF 1930

In FY 1990, title VII peti-
tions were filed with the Commis-
sion on a diverse group of prod-
ucts, including cement (from
Japan), two chemical products
(benzyl paraben and sodium
sulfur compounds),
electromechanical digital
counters, flat-panel displays,
heavy forged handtools,
multiangle laser light-scattering
instruments, phototypesetting ma-
chines, plastic tubing corrugators,
polyethylene film, pressure-sensi-
tive PVC battery covers, salmon,
and sparklers. The Commission
also finished work on a number
of other cases that had been filed
during FY 1989. These included
cement (from Mexico), industrial
nitrocellulose, limousines, resi-
dential door locks, steel pails, and
sweaters. Japan was the country
most often cited in the investiga-
tions, being named in five. It was
followed by the Federal Republic
of Germany and the People’s Re-
public of China, with three each.

The value of imported prod-
ucts at issue in several of these
investigations was quite large. For



example, imports subject to the
sweaters investigations totaled
more than $900 million in 1989
and imports subject to the cement
investigations totaled nearly $200
million. At the other extreme, im-
ports totaled less than $5 million
in some cases. Irrespective of the
volumes involved, the Commis-
sion collected and analyzed exten-
sive information on the U.S.
market in each investigation, ob-
taining such information both di-
rectly from market participants
(producers, importers, and pur-
chasers) and from submissions by
parties to the investigations.

INVESTIGATIONS
UNDER THE TRADE
ACT OF 1974

The Commission conducted
one escape clause investigation
during the year, on cameras. In
that case the Commission deter-
mined, by a unanimous vote of 4
to 0, that increased imports of the
subject cameras were not a sub-
stantial cause of serious injury to
the domestic camera industry.

ee

. .. the investigative staff
represents the public
interest rather than
the private interests
of a complainant
or respondent.
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INVESTIGATIONS
UNDER THE
AGRICULTURAL
ADJUSTMENT ACT
OF 1933

The Commission initiated no
investigations under section 22 of
the Agricultural Adjustment Act
of 1933 during FY 1990. An in-
vestigation on cotton comber
waste initiated during FY 1989
was completed in January 1990.
The Commission found that
changed circumstances required
modification or termination of the

10

existing section 22 quota on
cotton comber waste.

INVESTIGATIONS
UNDER SECTION 332
OF THE TARIFF ACT
OF 1930

Under section 332 of the
Tariff Act of 1930, the Commis-
sion conducts general investiga-
tions on any matter involving tar-
iffs and international trade. See
appendix B for a discussion of
section 332 in detail. Most of the
studies mentioned here are avail-
able to the public. In addition to
completing the studies highlight-
ed below that resulted from one-
time requests, the Commission
produces recurring industry sur-
veys such as Nonrubber Footwear
Quarterly Statistical Report (332-
191); U.S. Automobile Industry:
Monthly Report on Selected Economic
Indicators (332-207); Annual Survey
Concerning Competitive Conditions in
the Steel Industry and Industry Efforts
to Adjust and Modernize (332-289);
and Annual Surveys on Ammonium
Paratungstate, Tungstic Acid, and
Tungsten Oxide (332-252).

Studies Relating to Probable Ef-
fects Advice for the Uruguay
Round of Muiltilateral Trade
Negotiations

Foreign Telecommunications and Infor-
mation Service Industries (332~257)

This report was requested by
the United States Trade Repre-
sentative (USTR) to supplement a
previously submitted report, Serv-
ice Sector Profiles and Barriers to
Trade in Services. The USTR re-
quested that the Commission ana-
lyze in the supplemental report
certain foreign restrictive meas-
ures that USTR identified involv-
ing telecommunications and in-
formation-processing services.
Both the original report and the
supplemental report provided
profiles of selected foreign serv-
ice industries and analyzed non-
tariff barriers to entry in those
markets that affect U.S. service in-
dustries. These reports were pre-
pared to assist the USTR in the
services negotiations of the Uru-
guay Round.

Estimated Tariff Equivalents of U.S.
Quotas on Agricultural Imports and
Analysis of Competitive Conditions in
U.S. and Foreign Markets for Sugar,
Meat, Peanuts, Cotton, and Dairy
Products, and a supplement, Esti-
mated Tariff Equivalents of Nontariff
Barriers on Certain Agricultural Im-
ports in the European Community,
Japan, and Canada (332-281)

This study, requested by the
USTR in the fall of 1989, provid-
ed the tariff equivalents of certain
U.S. nontariff barriers in agricul-
tural trade, in order to assist the
USTR in its efforts in the Agricul-
ture Negotiating Group (ANG) of
the Uruguay Round of the Gener-
al Agreement on Tariffs and
Trade (GATT). The Commission
study, subsequently presented to
the ANG in Geneva, was request-
ed in order to demonstrate the
feasibility of converting the pro-
tection extended by nontariff bar-
riers into tariff equivalents or
“tariffication.” The United States
has proposed that GATT mem-
bers agree to convert agricultural
nontariff barriers to tariffs and
then reduce the resulting tariffs
over a 10-year period.

Studies Analyzing Various As-
pects of U.S. Free-Trade Agree-
ments and Other Special Trade
Programs

Production Sharing: U.S. Imports
Under Harmonized Tariff Schedule
Subheadings 9802.00.60 and
9802.00.80 (332-237)

This annual study was insti-
tuted by the Commission in 1986
to present and analyze statistical
data on imports under Harmo-
nized Tariff Schedule (HTS) sub-
headings 9802.00.60 (metal of
U.S. ongin processed in a foreign
location and returned for further
U.S. processing) and 9802.00.80
(goods containing U.S.-made
components). The 1989 study
presented historical import data
(1970-88) under these HTS sub-
headings and evaluated the most
current four-year period (1985~
88) on a commodity-specific and
sector-by-sector basis. The study
also included an analysis of the
rise in imports under the HTS



Commissioners Rohr, Lodwick, Brunsdale, Cass, and Newquist listen to

testimony ot an out-of-town hearing regarding the Mexico study.

headings caused by the customs
user fee established in December
1986 and an examination of the
production-sharing activities of
the European Community that
are heavily concentrated in Yugo-
slavia and other Eastern Europe-
an countries.

Certain Final Judicial Decisions Relat-
ing to Tariff Treatment (332-273)

This investigation was insti-
tuted pursuant to section 1211(d)
of the Omnibus Trade and Com-
petitiveness Act of 1988. That act
requires the Commission to rec-
ommend to the President those
changes to the Harmonized Tariff

- Schedule that would have been
incorporated in the schedule
before enactment if certain ‘‘final
Jjudicial decisions” had been pub-
lished prior to February 1988. In
response to Commission notices,
interested parties have requested
the Commission to recommend
changes in two product areas: (1)
duty-free treatment for certain
power supplies for automated
data-processing machines that are
now dutiable at three percent ad
valorem and (2) a one-percent re-
duction (to just under four per-

cent ad valorem) for certain
electrophoresis equipment.

Investigation With Respect to the Op-
eration of the Harmonized System Sub-
title of the Omnibus Trade and Com-
petitiveness Act of 1988 (332-274)

This investigation was insti-
tuted pursuant to section 1216 of
the Omnibus Trade and Competi-
tiveness Act of 1988. That statute
required the Commission to
report to the Congress and to the
President on the operation of the
new Harmonized System during
1989. The Commission reported
that implementation of the Har-
monized Tariff Schedule has pro-
ceeded without significant diffi-
culty. The Commission noted
that, although some private sector
interests have complained about
tariff treatment for a relatively
small number of commodities,
overall there have been few com-
plaints from the private sector
concerning the new tariff sched-
ule. The agencies most directly
affected by the new tariff are
overwhelmingly positive in their
reactions. The USTR, Commis-
sioner of Customs, and the Direc-
tor of the Bureau of the Census

all report that implementation of
the Harmonized System in the
U.S. customs tariff has notably
improved their ability to fulfill
their domestic and international
responsibilities that depend upon
a modernized common tariff lan-

guage.

Probable Economic Effect on U.S. In-

dustries and Consumers of Accelerated

Elimination of U.S. Tariffs on Certain
Articles From Canada (332-278)

This study was requested by
the USTR. It was required under
section 103(a)(1)(B) of the United
States-Canada Free-Trade Agree-
ment Implementation Act, pre-
paratory to the USTR’s entering
into consultations with the Gov-
ernment of Canada on U.S. rates
of duty to be applied on certain
articles when imported from
Canada on and after January 1,
1990. The purpose of the study
was to assess the probable eco-
nomic effect of accelerated elimi-
nation of U.S. tariffs on such arti-
cles, under the United States-
Canada Free-Trade Agreement,
on consumers and on domestic
industries in the United States
producing like or directly com-
petitive products.

President’s List of Articles Which May
Be Designated or Modified as Eligible
Articles for Purposes of the U.S. Gen-
eralized System of Preferences (TA-
503(a)-18 and 332-279, and TA-
503(a)-20 and 332-290) and Prob-
able Economic Effects of the Redesig-
nation of Certain Articles From Cer-
tain Countries as Eligible for Duty-
Free Treatment Under the U.S. Gener-
alized System of Preferences (332-
284)

The USTR annually requests
the Commission to provide advice
on the effects on U.S. industry
and U.S. consumers of granting
duty-free tariff preferences under
the U.S. Generalized System of
Preferences (GSP) to certain des-
ignated products from eligible
countries. In addition to the
annual GSP review, USTR also
made two additional requests for
special GSP reviews in the past 12
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months. The first request was re-
ceived in October 1989 (Investi-
gation No. 332-284). In this
study the Commission provided
advice as to the probable eco-
nomic effects of redesignating
certain articles from certain coun-
tries to GSP-eligibility status. The
second additional request was re-
ceived in March 1990 (Investiga-
tions Nos. TA-503(3)-20 and
332-290). This special GSP
review considered requests from
the Governments of Bolivia, Co-
lombia, Ecuador, and Peru to add
products to the list of articles eli-
gible for duty-free treatment
under the GSP.

Studies Analyzing the Competi-
tiveness of U.S. Industry

Annual Survey Concerning Competitive
Conditions in the Steel Industry and
Industry Efforts to Adjust and Mod-
ernize (332-209)

The survey prepared in FY
1990 represented the final report
in a five-year series. The reports
were requested by USTR in Feb-
ruary 1985 to assist in assessing
the competitive position of the
steel industry during a period of

i
’;

on a case brought by Keystone Camera.
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Representatives of Kodak make a point before the Commission during o hearing

import restraints. The survey in-
dicated that the industry had
achieved its second year of profit-
ability, following several years of
losses, and that the major compa-
nies’ expenditures on facility
modernization had exceeded their
net cash-flow from steel oper-
ations. Special issues contained in
the report included an analysis of
the movement of minimills, which
use scrap as opposed to iron ore
as a raw material, into higher
value-added segments of the
market, an examination of the
factors contributing to significant
increases in steel exports, and an
examination of conditions in the
specialty steel segment of the in-
dustry during 1983-88.

U.S. Imports of Lamb Meat
(332-264)

This investigation was insti-
tuted on October 20, 1988, pur-
suant to section 1937 of the Om-
nibus Trade and Competitiveness
Act of 1988 for the purpose of
monitoring and investigating U.S.
imports of fresh, chilled, or
frozen lamb meat. In the first of
two scheduled reports, released
in February 1990, the Commis-

sion described U.S. regulatory
treatment applicable to U.S. im-
ports of lamb meat and described
the U.S. market. The report de-
scribed the U.S. industry and dis-
cussed U.S. imports in terms of
quantity and value, source, and as
a share of U.S. consumption.
Also, the role of the United States
in world lamb meat trade was re-
viewed. The Commission’s final
report in its investigation is
scheduled to be released in De-
cember 1990.

Competitive Position of the U.S. Gear
Industry in U.S. and Global Markets
(332-275)

This study was requested by
the USTR in March 1989 and re-
quired the Commission to pro-
vide a profile of U.S. and major
foreign gear producers, an assess-
ment of the global market, a com-
parison of U.S. and foreign pro-
ducers’ strengths and weaknesses,
and the views of interested par-
ties. In response to the request
from the USTR, data on U.S. pro-
duction, imports, exports, and
consumption were developed
from questionnaire responses and
from published statistical sources.
Similar information was gathered
for gear-producing countries in
Europe and the Far East, and es-
timates were made of global con-
sumption.

Among the factors that were
evaluated in the comparison of
U.S. and foreign industries were
the number and size of firms; ex-
penditures on new equipment
and research and development;
productivity, measured in ship-
ments per employee; importance
of trade; capital availability and
cost; tax and product liability
laws; labor cost and mobility; and
profitability. In addition to the
conclusions of the investigation,
views of producers, importers,
and consumers were presented.

Durum Wheat: Conditions of Competi-

tion Between the U.S. and Canadian
Industries (332-285)

The House Committee on
Ways and Means and the Senate
Committee on Finance requested
this study on the conditions of
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competition in the United States
and Canadian durum wheat mar-
kets. The study report included
analyses of the United States and
Canadian durum wheat industries;
United States and Canadian
durum production, consumption,
and trade; conditions of trade in
durum wheat between the United
States and Canada; United States
and Canadian Government pro-
grams and policies to assist
durum wheat producers and proc-
essors; and other factors affecting
conditions of competition, includ-
ing prices, transportation costs,
and product quality.

The study concluded that
both United States and Canadian
farmers produce high-quality
durum wheat but there are differ-
ences in the postharvest handling
and distribution systems. Produc-
tion of durum wheat in the
United States and Canada in
1987-89 fell because of drought,
and U.S. ending stocks of durum
dropped as reserves (mostly
farmer owned) were released. As
U.S. prices rose in 1988, U.S. im-
ports of durum wheat increased
to a record high. Canada import-
ed no durum wheat during 1985-
89.

Conditions of Competition Between
U.S. and Mexican Fabricated Automo-
tive Glass in the U.S. Market (332~
286)

This request from the USTR
sought an investigation on the
conditions of competition be-
tween United States and Mexican
automotive glass in the U.S.
market: specifically, whether (1)
an industry in the United States
would be materially injured or
would be threatened with materi-
al injury or (2) the establishment
of an industry in the United
States would be materially retard-
ed if the outstanding countervail-
ing duty order on fabricated auto-
motive glass from Mexico were
revoked by the U.S. Department
of Commerce. The Commission
advised the USTR that revocation
of the order would not have such
injurious effects.

Services: Compilation and Identifica-
tion of U.S. Measures That May Not
Conform With Principles the United
States Is Seeking in the Uruguay
Round (332-293)

The Commission received a
request from the USTR in May
1990 requesting that the Commis-
sion conduct an investigation in
connection with trade negotia-
tions on services in the Uruguay

Round of the Multilateral Trade
Negotiations. As requested, the
Commission undertook a study to
provide a report that (1) compiles
information provided to USTR by
State governments in response to
a USTR questionnaire on State
services regulations and examines
applicable information on State
and Federal regulations included
in the Commission’s previously
submitted report (Service Sector
Profiles and Barriers to Trade in Serv-
ices: Phase II, Investigation No.
332-257); and (2) identifies, to
the extent practical from the in-
formation reported to USTR by
State governments, U.S. measures
(State and Federal) that may not
be in conformity with the princi-
ples governing trade in services
proposed by the U.S. Govern-
ment in the Uruguay Round. The
Commission submitted an interim
classified report to the USTR in
July 1990; a final report will be
submitted in January 1991.

Studies on Special Areas of
Congressional Interest

The Economic Effects of Significant
U.S. Import Restraints, Phase II: Ag-
ricultural Products and Natural Re-
sources (332-262)

The Commission completed
this study as the second phase of
a three-phase investigation re-
quested by the Senate Finance
Committee. The Commission es-
timated the effects on the U.S.
economy of import quotas on
sugar, dairy products, cotton, and
peanuts, and voluntary restraint
agreements (VRAs) with foreign
suppliers of meat. The Commis-
sion concluded that the economy
as a whole would benefit if non-
tariff restraints (primarily quotas)
on these products were removed
while maintaining both farm pro-
duction and income at their cur-
rent levels with Government sub-
sidies.

The first phase of the investi-
gation, covering restraints on im-
ports of manufactured goods, was
completed in 1989. The third
phase, covering restraints on
services, is scheduled for comple-
tion in September 1991.
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The Effects of Greater Economic Inte-
gration Within the European Commu-
nity on the United States (332-267)

The House Committee on
Ways and Means and the Senate
Committee on Finance requested
this investigation to provide ob-
jective information on the EC
single market and a comprehen-
sive analysis of its potential eco-
nomic consequences for the
United States. The single-market
exercise is designed to accom-
plish the removal of barriers to
trade in the physical, fiscal, and
technical areas by 1992. Removal
of these barriers is being done
through the issuance of approxi-
mately 280 ““directives,” each to
correct one or more of the bar-
riers to a free-trade internal
market in the EC.

ee

. .. the Senate Finance
Committee requested the
Commission to expand its

capacity to provide
impartial and detailed
information on
the relative global

competitiveness of U.S.

industry by enhancing its
expertise on the
competitiveness of
advanced-technology
manufacturing
industries in the
United States.

29

The initial report covering
this ongoing EC process was
issued in July 1989, and it cov-
ered directives issued prior to
January 1, 1989. The first follow-
up report was issued in March
1990 and covered developments
during 1989. Both reports indi-
cated that while the EC single-
market exercise did appear to
hold potential benefits for both
exporters to and investors in the
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EC, certain developments should
be carefully monitored for any
possible distorting effects. Such
developments include reciprocity,
residual quantitative restrictions
(particularly in the areas of auto-
mobiles, footwear, and textiles
and apparel), and the setting of
standards for specific products as
well as for health and safety.

The second followup report
was issued in September 1990
and concentrated on develop-
ments through June 1990. It also
contained chapters on potential
effects of the EC single-market
effort on the automobile, chemi-
cal/pharmaceutical, and telecom-
munications sectors and con-
tained in addition a separate dis-
cussion of EC research and devel-
opment.

Survey of Views on the Impact of
Granting Most-Favored-Nation Status
to the Soviet Union (332-280)

This report was conducted in
response to a request received
from the Senate Committee on
Finance in September 1989. It
summarizes the views of recog-
nized authorities on United
States-Soviet trade on the impact
that the granting of most-favored-
nation (MFN) treatment to the
Soviet Union could have on the
business climate for such trade.
The report includes an assess-
ment of the anticipated commer-
cial implications of such an
action. Most of the experts con-
sulted in the investigation strong-
ly supported a U.S. decision to
grant MFN status to the Soviet
Union. They claimed that it
would substantially improve
United States-Soviet relations and
would provide a basis for long-
term expansion of trade flows and
business partnerships between the
world’s two superpowers. Many
experts believed that the step
would ultimately lead to an ex-
pansion of U.S. imports of Soviet
goods, but few predicted that
there would be a significant near-
term impact on the volume of
United States-Soviet trade.
Indeed, many participants argued
that changes in other U.S. poli-
cies—those restricting access to
U.S. credit, credit and insurance

guarantees, and high-technology
goods—could play a more con-
crete role in expanding two-way
commerce.

Review of Trade and Investment Lib-
eralization Measures by Mexico and
Prospects for Future United States-
Mexican Relations; Phase I: Recent
Trade and Investment Reforms Under-
taken by Mexico and Implications for
the United States (332-282)

This two-phase study was re-
quested by the House Committee
on Ways and Means. Phase I re-
views the changes Mexico has
made in its trade and investment
regime since 1985 and includes
an overview of the Mexican econ-
omy and the austerity measures
Mexico has adopted to address its
debt situation and to promote
economic growth; Mexico’s acces-
sion package, the 1987 United
States-Mexican Framework Un-
derstanding, the 1989 United
States-Mexican Understanding
Regarding Trade and Investment
Facilitation Talks; Mexico’s far-
reaching program of deregulation
for the economy and the steps it
has taken toward privatization of
state-owned enterprises; liberal-
ization of Mexico’s import trade
regime and operation of its anti-
dumping and countervailing duty
procedures; liberalization of
Mexico’s foreign investment regu-
lations and recent changes in the
Magquiladora program; and
progress Mexico has made in the
area of intellectual property rights
protection.

The phase II report, Prospects
Jor Future United States-Mexican Re-
lations, will provide a summary of
views from experts on United
States-Mexican trade and eco-
nomic issues and on possibilities
for the future direction of the bi-
lateral relationship. The phase II
report is due to the Committee in
October 1990.

Japan’s Distribution System and Op-
tions for Improving U.S. Access (332~
283)

In October 1989, the House
Committee on Ways and Means
requested that the Commission
conduct an investigation, in two
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phases, on Japan’s distribution
system. Phase I of the study pro-
vided an overview of Japan’s dis-
tribution system and analyzed the
composition of Japanese trade
patterns. The study concluded
that certain aspects of Japan’s dis-
tribution system appear to
impede access to existing distri-
bution channels by foreign firms,
forcing them to rely upon more
expensive alternatives such as es-
tablishing an independent distri-
bution network. This option was
shown to be expensive and diffi-
cult due to high land, rent,
warehousing, and transportation
costs and certain legal restric-
tions. Phase II of the study, which
is due to the Committee in Octo-
ber 1990, will seek experts’ views
on options for improving U.S.
access to Japan’s distribution
system.

Ethyl Alcohol for Fuel Use: Determina-
tion of the Base Quantity of Imports
(332-288)

Section 7 of the Steel Trade
Liberalization Program Imple-
mentation Act requires the Com-
mission to determine each year

for two years the U.S. domestic
market for fuel ethyl alcohol
during the 12-month period
ending on the preceding Septem-
ber 30. The statute requires that
the domestic market estimate
made by the Commission be mul-
tiplied by seven percent to estab-
lish the “base quantity”’ of im-
ports that can be imported with a
zero-percent local feedstock re-
quirement. Beyond the base
quantity of imports, progressively
higher local feedstock require-
ments are placed on imports of
fuel ethyl alcohol and mixtures
from Caribbean Basin Initiative
beneficiary countries. Because the
Commission’s calculated base
quantity for the 12-month period
ending September 1989 was less
than the minimum base quantity
of 60 million gallons established
by the law, the base quantity for
imports during 1990 was estab-
lished at 60 million gallons.

Identification of U.S. Advanced-Tech-
nology Manufacturing Industries for
Monitoring and Possible Comprehen-
sive Study (332-294)

In June 1990, the Commis-
sion received a letter from Chair-
man Bentsen of the Senate Com-

mittee on Finance requesting the
initiation of a two-phase investi-
gation under section 332 covering
U.S. advanced-technology manu-
facturing industries. The phase I
investigation report identified
broad-based, advanced-technolo-
gy industries for which the Com-
mission will develop and maintain
up-to-date information. From that
list, the Commission recommend-
ed to the Senate Committee on
Finance that communications
technology and equipment, phar-
maceuticals, and semiconductor
manufacturing and testing equip-
ment be designated for compre-
hensive study. Communications
technology and equipment in-
cludes computers, digital switch-
es, digital radios, satellites, fiber
optics, and the software needed
to run these integrated systems.
Pharmaceuticals include medicinal
chemicals, bioengineering,
botanicals and diagnostics, and
other biological products, such as
serums and vaccines. Semicon-
ductor manufacturing and testing
equipment includes the machines
and materials needed to produce
integrated circuits and other
microelectronic products. The
Senate Committee on Finance ap-
proved the Commission’s recom-
mendations on September 27,
1990. Phase II of the investiga-
tion will be undertaken in FY
1991.
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The USITC Main Hearing Room is
shown with a hearing in progress.
The Main Hearing Room. with a
seating capacity of 165, is the site of
most Commission hearings and
meetings, which are normally open to
the public.

Nomenclature Analyst Janice Allen
works at her computer terminal in
the Office of Tariff Affairs and
Trade Agreements.

International Trade Analyst Dennis
Luther of the General Manufactures
Division takes information over the
phone.
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PART II.

ORGANIZATIONAL ACTIVITIES

OFFICE OF
-OPERATIONS

The Director of Operations
supervises all substantive work of
its subordinate offices: Office of
Investigations, Office of Indus-
tries, Office of Economics, Office
of Tariff Affairs and Trade Agree-
ments, Office of Unfair Import
Investigations, and Trade
Remedy Assistance Office. The
Director is responsible for initi-
ation, supervision, completion,
and publication (when appropri-
ate) of all statutory investigations,
studies, and special work projects
assigned by the Commission. The
work includes completing the in-
vestigations within the statute-im-
posed deadlines and with a level
of accuracy and detail suitable for
subsequent review by the courts.

Office of
Investigations

The Office of Investigations
is responsible for conducting the
Commission’s countervailing
duty, antidumping, and review in-
vestigations under title VII of the
Tariff Act of 1930, escape clause
and market disruption investiga-
tions under the Trade Act of
1974, investigations under section
22 of the Agricultural Adjustment
Act to determine whether imports
of agricultural products are inter-
fering with programs of the U.S.
Department of Agriculture, and

" certain investigations under sec-
tion 332 of the Tariff Act of 1930
that relate to outstanding coun-
tervailing duty orders. In general,
the Commission’s responsibility
in these investigations is to deter-
mine whether or not an industry
in the United States has been in-
jured, or is threatened with
injury, by imports of like
products.

The primary responsibility of
the investigative staff is to present
the Commission with an objective
and comprehensive report on the
subject of each investigation in
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order to assist the Commission in
making an informed decision con-
cerning injury. To do so, the staff
seeks to understand the condi-
tions of competition within the
domestic market of the industry
through extensive data collection,
research, and consultation with

ee

The investigative team . ..
acquires a thorough
knowledge of the industry
and the product under
investigation, principally
from primary sources such
as industry questionnaires
and visits to
production facilities.
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technical and marketing special-
ists. Under the direction of a su-
pervisory investigator, the Office
coordinates all facets of these in-
vestigations, beginning with the
identification of primary data to
be collected and ending with the

Casson, Thomas Jennings, and Peter Pogany listen to testimony during the
hearing on granting MFN status to the Soviet Union.

publication of a report containing
the Commissioners’ views and a
public version of the staff report.
The principal cases handled by
the Office during FY 1990 are
discussed in the “Highlights” sec-
tion of this report.

The investigative team, which
includes a supervisory investiga-
tor, investigator, accountant/audi-
tor, and economist from the
Office of Investigations, as well as
a commodity analyst and an attor-
ney from other Commission Of-
fices, acquires a thorough knowl-
edge of the industry and the
product under investigation, prin-
cipally from primary sources such
as industry questionnaires and
visits to production facilities. Data
presented in the staff report in-
clude but are not limited to ca-
pacity, production, capacity utili-
zation, domestic and export ship-
ments, inventories, imports, do-
mestic market shares held by U.S.
and foreign suppliers, employ-
ment, hours worked, productivity,
wages and total compensation
paid, unit labor costs, pricing, dis-
tribution channels, and full finan-
cial data on the U.S. companies
producing the product under in-
vestigation. The staff also collects
and analyzes somewhat more lim-
ited information regarding the
foreign industry producing the
subject product.



Investigations’ staff members
work closely with officials at the
U.S. Department of Commerce,
the U.S. Department of Agricul-
ture, the U.S. Customs Service,
parties to the investigations and
their attorneys, and company offi-
cials for both U.S. producers and
importers of the product to
obtain information and effectively
manage the administrative details
of an investigation. Investigators
also provide assistance to the
United States Trade Representa-
tive (USTR) following Commis-
sion recommendations to the
President of action to take in
escape clause and market disrup-
tion cases.

Effective October 22, 1989,
the Investigative Support Division
was transferred from the Office of
Economics to the Office of Inves-
tigations and was renamed the
Applied Economics Division.

Office of
Industries

The Office of Industries, with
more than 140 international trade
analysts and support staff, pro-
vides the Commission, the Execu-
tive Office of the President, the
Congress, and the public with
technical and economic studies of

S
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U.S. industries and international
trade.

. The Office is organized into
seven commodity Divisions cover-
ing the major industrial sectors:
agriculture and forest products,
textiles and apparel, energy and
chemicals, minerals and metals,
machinery and equipment, serv-
ices and advanced-technology in-
dustries, and miscellaneous man-
ufactures. Within Divisions, inter-
national trade analysts track the
import, export, production, and
sale of more than 8,000 agricul-
tural products, raw materials, and
manufactured products. In addi-
tion, the Office has trade analysts
who monitor U.S. services, the
focus of increasing attention in
international trade. The primary
responsibility of analysts is to ex-
amine the impact on U.S. industry
of international trade (imports
and exports), U.S. industry per-
formance, and factors influencing
U.S. competitiveness.

During FY 1990, the Office
conducted 28 investigations
under section 332 of the Tariff
Act of 1930, including both one-
time, factfinding studies and con-
tinuing industry surveys. In par-
ticular, the Office of Industries
focused on two important investi-
gation efforts during the past
year: (1) a major investigation en-

titled The Effects of Greater Economic
Integration Within the European Com-
munity on the United States (EC "92)
and (2) a series of three large in-
vestigations related to changes
under the U.S. Generalized
System of Preferences (GSP). The
first investigation provided the
Senate Committee on Finance
and House Committee on Ways
and Means with two semiannual
reports in a series of reports on
the EC '92 program for comple-
tion of the EC internal market by
1992. This investigation was the
largest inter-Office project under-
taken at the Commission in
recent years, requiring contribu-
tions from all of the Commis-
sion’s principal operating offices.
In the preparation of the report,
the Commission developed a
completely new information base
on the complex EC 92 directive
program, analyzed the impact of
this program on U.S. industry,
and prepared two public reports
for the Congress covering all as-
pects of the EC effort.

The GSP study involved
three separate investigations, cov-
ering hundreds of commodities
with important implications for
trade with GSP beneficiary coun-
tries. In addition to the Commis-
sion’s normal annual investigation
of proposed modifications of
product eligibility for the GSP,
this fiscal year the Commission
was requested by the USTR to
determine the probable effects of
redesignating as eligible those ar-
ticles currently excluded from eli-
gibility because of competitive-
need limits. Finally, a third GSP
investigation requested by the
USTR considered requests from
the Governments of Bolivia, Co-
lombia, Ecuador, and Peru to add
products to the list of articles eli-
gible for duty-free treatment
under the GSP.

Other studies released this
year included an estimation of the
tariff equivalents of U.S. quotas
on imports of sugar, meat, pea-
nuts, cotton, and dairy products
and the probable effect of the re-
moval of these barriers; and the
probable effects of various
changes in U.S. tariff levels under
the United States-Canada Free-
Trade Agreement. In addition,
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the Office was primarily responsi-
ble for studies of the internation-
al competitiveness of U.S. pro-
ducers in such areas as gears,
steel, durum wheat, tuna, and ad-
vanced-technology manufacturing
industries.

Ten continuing industry sur-
veys were conducted under sec-
tion 332 to aid the Congress or
the executive branch in monitor-
ing U.S. imports and domestic
production of various products.
Two of these were at the request
of the President, seven at the re-
quest of Congress, and one was a
continuing survey initiated on the
Commission’s own motion. These
surveys covered the following
areas: synthetic organic chemicals;
trade under provisions
9802.00.60 and 9802.00.80 of the
Harmonized Tariff Schedule
(HTS); steel subject to the Presi-
dent’s program of voluntary re-
straint agreements (VRAs); com-
petitive conditions in the steel in-
dustry and industry efforts to
adjust and modernize; automo-
biles; rum; various tungsten com-
pounds; nonrubber footwear;
lamb meat; and ethyl alcohol.
The Office periodically reviews all
recurring studies and recom-
mends to the requester the reduc-
tion or elimination of studies as
appropriate.

In FY 1990, the Office made
significant progress in the second
phase of its comprehensive analy-
sis of the effects of greater inte-
gration of the EC market. The
second phase will consist of semi-
annual reports (March and Sep-
tember) to Congress analyzing
the effects of new EC "92 direc-
tive proposals, amendments to
previously proposed directives,
decisions by the European Court
of Justice affecting EC "92 market
integration, decisions by EC
standards bodies pursuant to EC
’92 standards directives, and any
other developments related to the
EC '92 effort. EC 92 is an at-
tempt to achieve complete EC in-
ternal integration through the
elimination of barriers to the free
movement of goods, services,
people, and capital by the end of
1992. It is a complex process and
affects virtually every aspect of
commercial activity in the EC.
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the investigation on cameras.

Late in FY 1990, the Senate
Finance Committee requested the
Commission to expand its capac-
ity to provide impartial and de-
tailed information on the relative
global competitiveness of U.S. in-
dustry by enhancing its expertise
on the competitiveness of ad-
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