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PREFACE 

The annual Operation of the Trade Agreements Program report is one of the principal 
means by which the U.S. International Trade Commission (USITC) provides the U.S. Congress 
with factual information on trade policy and its administration. The report also serves as a 
historical record of the major trade—related activities of the United States, for use as a general 
reference by Government officials and others with an interest in U.S. trade relations. This 
report is the 42nd in a series submitted under section 163(b) of the Trade Act of 1974 and its 
predecessor legislation.! The trade agreements program includes "all activities consisting of, or 
related to, the administration of international agreements which primarily concern trade and 
which are concluded pursuant to the authority vested in the President by the Constitution . . ." 
and congressional legislation. 2  Among such laws are the Reciprocal Trade Agreements Act of 
1934 (which initiated the trade agreements program), the Trade Expansion Act of 1962, the 
Trade Act of 1974, the Trade Agreements Act of 1979, the Trade and Tariff Act of 1984, and 
the Omnibus Trade and Competitiveness Act of 1988. 

The report consists of a summary, an overview, five chapters, and a statistical appendix. 
The overview sketches the economic and international trade environment within which U.S. 
trade policy was conducted in 1990. Chapter 1 treats special topics that highlight develop-
ments in trade activities during the year. Chapter 2 focuses on activities in the General 
Agreement on Tariffs and Trade (GATT), the main area of multilateral trade agreement activi-
ties. Activities outside the GATT are reported in chapter 3. Chapter 4 discusses bilateral 
relations between the United States and its major trading partners. The administrative actions 
taken under U.S. laws, including decisions taken on remedial actions available to U.S. industry 
and labor, are discussed in chapter 5. The period covered in the report is calendar year 1990, 
although occasionally, to enable the reader to understand developments more fully, events in 
early 1991 are also mentioned. 

I Sec. 163(b) of the Trade Act of 1974 (Public Law 93-618, 88 Stat. 1978) directs that "the International Trade Com-
mission shall submit to the Congress, at least once a year, a factual report on the operations of the trade agreements pro-
gram." 

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

Selected Issues In Trade Agreements Activities In 1990 

Chapter 1 of this report highlights two significant trade developments in 1990: the 
Uruguay Round of Trade Negotiations, and U.S. trade initiatives in the Western Hemisphere. 
The Uruguay Round is a 4-year trade negotiation under the General Agreement on Tariffs and 
Trade (GATT), aimed at expanding and improving the multilateral trading system. It includes 
negotiations in areas, such as services and intellectual property rights, not previously covered 
by the GAIT. Progress was made in a number of areas during the year, such as revisions to 
the standards, import licensing and customs valuation codes, and improvements in transparency. 
The talks virtually collapsed in December—at what was to be the conclusion of the 
round—over a deadlock in negotiations regarding agricultural subsidies. This section reviews 
progress made in 1990 by the 15 negotiating groups, and discusses progress made at the 
December ministerial conference in Brussels, thereby providing the status of the negotiations 
when the talks were resumed in February 1991. 

Several U.S. trade initiatives with Latin American countries were announced in 1990. 
These include the Andean Trade Preferences Act, and the Enterprise for the Americas. In 
addition, the Governments of the United States and Mexico announced their intention to begin 
negotiations on a free trade agreement. Included in this section is a background discussion of 
the economic and trade policy environment in Latin America in the 1980s, and policy reform 
efforts of recent years. 

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

The GATT is a multilateral agreement drafted 44 years ago that sets general rules of 
conduct for trade among signatory countries. The GATT is both a comprehensive set of rules 
governing most aspects of international trade, and a forum for multilateral trade negotiations 
and dispute resolution among the contracting parties. GATT membership reached 100 signato-
ries in 1990, with seven more countries seeking to accede. 

Work of the GATT committees and actions taken under the General Agreement continued, 
but with less intensity than in previous years, because of the Uruguay Round. GATT' dis-
pute-settlement panels considered matters raised by the United States regarding subsidies paid 
by the European Community (EC) to processors and producers of oilseeds, Thai restrictions on 
cigarettes, EC restrictions on exports of copper scrap, Canadian restrictions on imports of ice 
cream and yoghurt, and the import, distribution, and sale of alcoholic drinks by Canadian 
Provincial marketing agencies. Panels also considered EC and Australian complaints regarding 
U.S. import restrictions on sugar, a Canadian complaint on U.S. countervailing duties on pork 
imports, and followup on a Canadian and EC complaint on the U.S. customs users' fee. Also 
considered were U.S.

' 
 Australian, and New Zealand complaints on Korean restrictions on 

imports of beef, a working party report regarding Swiss Accession, and a Japanese complaint 
on EC anticircumvention regulations on imports of parts and components for assembly in 
so-called "screwdriver assembly" plants. 

Six of the Tokyo Round agreements establish rules of conduct governing the use of 
nontariff measures (codes on subsidies and countervailing duties, government procurement, 
standards, import-licensing procedures, customs valuation, and antidumping), and three are 
sectoral agreements covering trade in civil aircraft, bovine meat, and dairy products. Chapter 
2 reviews GATT activities under these nine Tokyo Round agreements. Provisional agreement 
on revisions to the standards, import licensing, and customs valuation codes was reached in the 
Uruguay Round in 1990. 

Trade Activities Outside The Gatt 

In addition to the GATT, several other international organizations deal with international 
trade issues. The Organization for Economic Cooperation and Development (OECD) and the 
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United Nations Conference on Trade and Development (UNCTAD) provide fora for consulta-
tion and policy coordination on issues including international trade. Their work often comple-
ments the work done in GATT. Other bodies, such as the Customs Cooperation Council 
(CCC) and the international commodity organizations, coordinate and regulate specific aspects 
of international trade. Chapter 3 discusses 1990 activities in these organizations and also 
covers the United States-Israel FTA, the United States-Soviet Grain Agreement; the Arrange-
ment Regarding International Trade in Textiles, and trade developments in selected service 
industries. 

OECD highlights in 1990 include the annual ministerial meeting which focused on political 
and economic reforms in Central and Eastern Europe. The ministers stressed that the organi-
zation should play a "distinct and important role" by engaging in a policy dialogue to promote 
economic reforms in that region. In the area of agricultural trade, a subject of long-standing 
interest to member countries, the ministers endorsed a report by the Agricultural and Trade 
Committees and noted that "OECD countries have made only limited and uneven progress in 
implementing the agreed long-term objective of policy reform." 

During 1990, the CCC worked in a number of areas to achieve a greater degree of 
simplification and international harmonization of customs procedures. It continued to adminis-
ter the Harmonized Commodity Description and Coding System (HS), which entered into force 
internationally in 1988 and for the United States on January 1, 1989. The organization began 
a systematic review of the HS nomenclature to prepare recommended changes to deal with 
new products, processes, and trade patterns. 

In 1990, UNCTAD focused on problems of trade relations with Central and Eastern 
European countries and on the Generalized System of Preferences. Under the auspices of 
UNCTAD, commodity agreements are administered for cocoa, jute, natural rubber, sugar, 
wheat, coffee, and tropical timber. At the end of 1990, the United States was participating in 
six of the seven international commodity agreements. In 1990, there were several develop-
ments affecting various commodities and accompanying agreements, including difficulties rene-
gotiating the International Cocoa Agreement, extension of the International Sugar Agreement 
for 1 year, and efforts to extend the International Wheat Agreement until 1993. 

Turning to developments in several bilateral trade agreements, in 1990, under the Bilateral 
Investment Treaty Program, designed to guarantee U.S. investors abroad certain rights and 
protections, treaties with Poland and Panama were submitted to and ratified by Congress. In 
1990, the 5th full year of operation of the United States-Israel FTA, the total reported value of 
imports under special duty provisions was $853 million. For the first time, dispute-settlement 
procedures of the FTA were invoked. The case involved U.S. measures affecting machine-tool 
imports. The United States and the Soviet Union signed the third 5-year grain agreement in 
1990. Regarding trade agreements negotiated under the Multifiber Arrangement (MFA), U.S. 
imports of MFA-covered products grew by less than 1 percent in 1990, down sharply from the 
average 1980-89 rate of 11 percent. 

Chapter 3 also reviews 1990 progress on services trade agreements. OECD and UNCTAD 
work programs regarding services trade issues are discussed. Also reviewed are activities in 
three major service industries: architectural, engineering, and construction services; financial 
services; and maritime transportation services. 

Developments in Major U.S. Trading Partners 

Chapter 4 reviews the economic performance of major U.S. trading partners, including the 
EC, Canada, Japan, Mexico, Taiwan, the Republic of Korea (Korea), and Brazil, U.S. trade 
with those countries, and important bilateral trade issues in 1990. The overall U.S. merchan-
dise trade deficit was $116.0 billion in 1990. This decrease of over $2.5 billion from the 1989 
level was the third successive decline in the U.S. merchandise trade deficit. Nearly two-thirds 
of this deficit was with the countries under review in this chapter. Of the seven trading 
partners covered here, the United States had a 1990 merchandise trade surplus only with the 
EC. 

The EC countries as a whole remained the largest trading partner of the United States, 
accounting for over one-fifth of total U.S. trade. In 1990, U.S. exports to the EC were $93.1 
billion and imports stood at $90.8 billion. Long-standing differences over how to handle 
issues such as agricultural subsidies in the Uruguay Round continued to influence the bilateral 
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relationship. The EC internal market program progressed steadily during the year as the EC 
moved closer to the goal of economic and monetary union. 

Canada is the second largest U.S. trading partner. U.S. exports to Canada reached $78.2 
billion, whereas imports amounted to $91.2 billion. The United States-Canada Free-Trade 
Agreement (FICA), in effect since 1989, continued to be the centerpiece of bilateral trade 
relations. A number of disputes were referred to the bilateral dispute-settlement panels autho-
rized under the agreement, and the process has, in the view of some observers, operated 
smoothly and with a minimum of rancor. Two internal Canadian developments—the nature of 
Quebec's relationship to the rest of the country, and the movement toward imposition of a new 
goods and services tax—formed a backdrop for United States-Canadian trade relations in 1990. 

Japan was the third most significant U.S. trading partner. This year marked the fourth 
successive annual decline in the U.S. merchandise trade deficit with Japan, from $59.1 billion 
in 1986 to $42.7 billion in 1990. U.S. exports to Japan in 1990 rose to $46.1 billion. The 
trade deficit has strongly influenced bilateral relations and contributed to a heightened sensitiv-
ity in a number of continuing problem areas, such as telecommunications, semiconductors, 
supercomputers, beef, satellites, automobiles, and rice. 

United States-Mexican trade continued to flourish in 1990, making the country the United 
States' fourth-largest trading partner. U.S. exports rose to $27.5 billion, and imports rose to 
$29.5 billion. Bilateral trade relations between the United States and Mexico continued to 
improve in 1990. As part of its own domestic policy reforms, Mexico put into effect new 
measures affecting foreign exchange, foreign investment, and privatization. The year's high-
light was an announcement by the presidents of both countries of their intention to negotiate a 
bilateral free-trade agreement. Other areas of bilateral progress were textiles and intellectual 
property rights. A U.S. embargo on Mexican tuna was considered to be the major bilateral 
dispute of the year. 

Taiwan remained the fifth-largest trading partner of the United States in 1990. With U.S. 
imports from Taiwan decreasing and exports increasing, the U.S. bilateral trade deficit reached 
its lowest point in 5 years. U.S. exports to Taiwan were $11.1 billion, and imports reached 
$22.6 billion. Some progress was made during the year in bilateral negotiations on intellectual 
property rights protection, distilled spirits, and beef. Progress on Taiwan's "Trade Action 
Plan," introduced in 1989, was limited, however, as the tariff reductions scheduled under the 
plan for 1990 failed to gain the approval of the Taiwan legislature. 

U.S. exports to Korea, the sixth-largest U.S. trading partner, continued to grow in 1990, 
whereas U.S. imports from Korea fell for the fourth year in a row. U.S. exports to Korea rose 
to $14.1 billion, and imports fell to $18.3 billion. While progress occurred in certain areas 
(e.g., beef, exchange rates, intellectual property rights, and telecommunications), U.S. trade 
relations with Korea in 1990 also suffered setbacks. The United States accused the Govern-
ment of Korea of operating an "anti-import campaign" to discourage Korean consumers from 
purchasing imported items. 

Brazil remained the seventh-largest trading partner of the United States. A 1990 economic 
stabilization program in which trade liberalization played a major role significantly lessened 
the recent tension in United States-Brazil trade relations. U.S. retaliatory sanctions imposed in 
1988 were lifted during the year, and a U.S. investigation into Brazilian trading practices was 
suspended following the Brazilian Government's trade policy reforms. While U.S. concern 
over intellectual property rights, particularly as they affect the pharmaceutical industry, contin-
ues, a Brazilian promise to introduce legislation recognizing international patents further im-
proved bilateral relations in 1990. U.S. exports to Brazil rose to $4.9 billion in 1990, and 
U.S. imports fell to $7.8 billion. 

Administration of U.S. Trade Laws And Regulations 

Chapter 5 reviews activities related to the administration of U.S. trade laws in 1990. 
Actions under import relief laws, unfair trade laws, and other import-administration laws are 
included. 

One investigation, involving hand-held cameras, was instituted in 1990 under section 201 
of the Trade Act of 1974 ("escape clause"), compared with no investigations instituted during 
1989. There were no investigations instituted under section 406 of the Trade Act of 1974 
("market disruption"). 

xvii 



In fiscal year 1990, the U.S. Department of Labor instituted 1,455 trade adjustment assis-
tance (TAA) investigations, a decrease of 36 percent from the 2,282 investigations instituted in 
fiscal year 1989. The number of completed certifications in fiscal year 1990, both fully and 
partially granted, decreased to 588 from 1,115 in fiscal year 1989. The surge in TAA 
investigations and certifications for 1989 was due to a special provision of the Omnibus Trade 
and Competitiveness Act of 1988, that gave oil and gas industry workers a 90-day period in 
which to file petitions for eligibility retroactive to 1985. 

The U.S. Department of Commerce certified 171 firms as eligible to apply for trade 
adjustment assistance during fiscal year 1990, representing a small decline from the 175 firms 
certified in the previous fiscal year. 

The Department of Commerce and the Commission conducted numerous antidumping and 
countervailing duty (CVD) investigations in 1990 under title "II of the Tariff Act of 1930. In 
1990, the Commission completed 34 preliminary and 17 final antidumping duty investigations, 
compared with 25 preliminary and 38 final investigations in 1989. The Commission com-
pleted 5 preliminary and no final countervailing duty investigations in 1990, compared with 3 
preliminary and 9 final investigations in 1989. 

In 1990, the Commission completed 25 investigations under section 337 of the Tariff Act 
of 1930, compared with 19 in 1989. As of December 31, 1990, a total of 50 outstanding 
exclusion orders based on violations of section 337 were in effect. 

In 1990, three investigations under section 301 of the Trade Act of 1974 were initiated by 
United States Trade Representative (USTR), compared with one self-initiated investigation in 
1989. Two were initiated as a result of petitions filed by private parties: G. Heileman 
Brewing Co., which alleged that Canada's import restrictions on beer are inconsistent with the 
GAIT and the United States-Canada Free Trade Agreement; and the International Intellectual 
Property Alliance, the Motion Picture Export Association of America, and the Recording 
Industry Association of America, which alleged that the Government of Thailand inadequately 
enforces its copyright laws. The third, initiated by USTR on its own motion, concerned denial 
of benefits under a trade agreement by the EC, arising from accession of Spain and Portugal 
into the EC. Other active section 301 investigations in 1990 involved Norwegian procurement 
practices regarding the sale of highway toll equipment, Thailand's practices affecting imports 
of cigarettes, separate cases regarding EC restrictions on copper scrap, oilseeds, and an animal 
hormone directive, Korean protection of intellectual property rights and its beef-licensing 
system, Canadian salmon and herring, Brazil's informatics policies, and Argentina's differential 
export taxes on soybeans and soybean products. All six "Super 301" investigations initiated in 
1989 were terminated or suspended in 1990. These investigations involved insurance and 
investment in India, forest products, supercomputers, and satellites in Japan, and import licens-
ing in Brazil. 

In 1990, the Commission initiated one investigation under section 22 of the Agricultural 
Adjustment Act. The investigation involved assessment of the import effects of peanuts on 
USDA price-support programs. Quantitative import restrictions established pursuant to section 
22 authority remained in place throughout 1990 on cotton of specified staple lengths, peanuts, 
certain dairy products, and certain products containing sugar. Compensatory import fees 
remained in effect on refined sugar. In November 1990, the President suspended indefinitely 
the existing quota on cotton waste products. 

The Caribbean Basin Economic Recovery Act (CBERA) concluded its 7th year of opera-
tion at the end of 1990. Imports entering the United States free of duty under the CBERA 
increased by about 13 percent between 1989 and 1990, to a total of $1.0 billion. Cane sugar, 
beef, medical appliances, cigars, pineapples, and baseballs and softballs led U.S. imports for 
consumption under CBERA provisions. 

Duty-free imports entering the United States under the Generalized System of Preferences 
(GSP) program rose to $11.1 billion, from $10.0 billion in 1989. Approximately 11.7 percent 
of U.S. imports from GSP designated beneficiary countries entered duty-free under the GSP. 
GSP duty-free imports from Mexico accounted for 24.2 percent of total imports under the 
program in 1990. Other major beneficiary countries were Malaysia, Thailand, Brazil, and the 
Philippines. Leading items that entered under the GSP in 1990 were cane sugar, jewelry, 
leather footwear uppers, wooden furniture, Christmas tree lighting sets, telephones, and tele-
phone answering machines. 

Administration of the following U.S. trade laws in 1990 is also summarized in chapter 5: 
the Meat Import Act of 1979, National Security Import Restrictions, and the Steel Import 
Program. 
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Overview: 
The International Economic Environment in 1990 

World output and trade increased at a lower rate in 1990 after 8 years of increasing 
growth. World real output grew at an estimated annual rate of 2.0 percent in 1990, down 
from 3.0 percent in 1989 and 4.1 percent in 1988. The slowdown in world growth reflects the 
economic performances of both industrial and developing countries, particularly the output 
contraction in Eastern Europe and the U.S.S.R. 3  

In industrial countries as a group, output growth declined to an estimated 2.6 percent from 
an actual rate of 3.4 percent in 1989, and 4.4 percent in 1988. Inflation climbed to 4.8 
percent from 4.4 percent in 1989 and 3.3 percent in 1988. Within this group of countries, 
output grew by 4.2 percent in the Federal Republic of Germany and by 1.1 percent in 
Canada.4  

In the United States, the 8-year-old economic expansion slowed down. The real GNP 
growth rate fell to 0.9 percent from 2.5 percent in 1989. The Federal Reserve's tight monetary 
policy has affected aggregate demand, in particular the growth of residential construction and 
business investment. However, the Federal Reserve policy has succeeded in containing infla-
tionary pressures without pushing the economy into a deep recession. The Federal budget 
deficit increased after declining during the prior 4 years, as a result of the economic slow-
down, the decline in tax revenue, and the bailout of savings and loan institutions. 5  

The deficit in the U.S. current account, the widest measure of trade in goods and services, 
dropped to $99.3 billion from $110.0 billion in 1989. The improvement in the U.S. merchan-
dise trade balance was fueled by increased exports of computers and office equipment, aero-
space goods, chemicals, and construction and mining equipment. The U.S. trade surplus in 
services increased by $2.4 billion over 1989, rising to $22.9 billion. The United States also 
registered a $73 billion surplus on receipts from foreign investment, compared with a $900 
million deficit in 1989. By the end of 1990, foreign-owned assets in the United States 
surpassed U.S.-owned assets abroad by $760 billion. U.S. inflows of foreign capital declined 
as foreign direct investment inflows receded by $463 billion in 1990, to $25.7 billion, and 
indirect investment in Treasury bonds dropped to $1.1 billion, from $30.0 billion in 1989. 6  

In Japan, stock prices tumbled by almost 40.0 percent and real estate values also fell. 
Consequently, banks experienced profit declines and rising regulatory capital requirements. 
Moreover, Japanese industries faced declining profits, tight labor markets, and declining de-
mand for exports. Real GNP growth slowed to an estimated rate of 4.1 percent after 4 
consecutive years of 5.0 percent average annual growth. Japan's current account surplus 
narrowed to $35.8 billion in 1990 from $57.2 billion in 1989, the 3rd consecutive yearly 
decline. Japan's service account posted a record deficit of $22.6 billion in 1990 as transport 
costs and Japanese travel abroad increased. Japan's long-term capital deficit narrowed sharply. 
The outflow of capital for international lending was reduced both by Japan's contribution to 
the Persian Gulf effort (which reduced the pool of funds available for lending) and by lower 
U.S. interest rates (which reduced incentive to invest). Japan's deficit on the capital account 
declined to $433 billion in 1990 from $89.3 billion in 1989. Japanese exports rose to $280 
billion from $260 billion in 1989 due to the rise in exports of automobiles, auto parts, and 
audio and video equipment? 

In the EC, output growth slowed to an estimated rate of 3.0 percent, compared with 33 
percent in 1989, and 3.9 percent in 1988. 8  The EC's economic and monetary policies reflect in 
large part the momentum toward economic integration. The first stage toward economic and 
monetary union, which has already begun, will include the completion of the single market, 
full participation of all EC currencies in the narrow band (2 1/4 percent on each side) of the 

3  World Economic Outlook , International Monetary Fund, October 1990, p. 6. Real GDP or GNP for the industrial 
and developing countries or of composite country groups are averages of petage changes for individual countries 
weighted by the average U.S. dollar value of their respective GNPs or G Ps over the preceding 3 years. Eby 

 
5  Rid, and Federal Reserve Bulletin , Match 1991, pp. 147-164. 
6  US. Department of Conunerce press release , Mar. 12, 1991. 

Monthly Economic Review of the Bank of Japan, several issues, and The Japan Economic Journal , Dec. 15, 1990, 
P. S. 

World Economic Outlook , hiternational Monetary Fund, October 1990. 
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exchange-rate mechanism (ERM), and enhanced policy coordination. The process toward 
monetary union has gained considerable momentum with the United Kingdom joining the 
exchange rate mechanism in 1990. The British pound can fluctuate within 6.0 percent of the 
ERM fixed exchange rate during a transition period. Progress has been slow and obstacles 
remain, however, with regard to other issues, like the role of the European Currency Unit 
(ECU) in replacing national currencies and the harmonization of indirect taxes lilce the value 
added tax (VAT). The harmonization of VAT rates, rate structures, and documentation require-
ments represents a difficult challenge for the EC. VAT rates vary widely between the EC 
countries, and these taxes are an important source of revenue. Changes in these rates, 
therefore, can have significant revenue and policy implications to member states. However, 
without harmonizing indirect taxes, it would be impossible to remove all frontier controls on 
the movement of goods. Finally, many of the internal market measures adopted have yet to be 
incorporated into the national legislation of member states. 

In developing countries, real output grew by an estimated rate of 22 percent in 1990, 
compared with 3.0 percent in 1989, and 4.2 percent in 1988. Brisk output gains were recorded 
in the East Asian newly industrializing economies (NIEs) which together expanded at an 
estimated rate of 6.3 percent. Declines were recorded in Eastern Europe and the U.S.S.R., 
whose economies contracted at an average rate of 2.8 percent. Eastern European countries as 
a group recorded a loss of output at an estimated annual rate of 5.3 percent" 

Meanwhile, the external debt of developing countries rose in nominal value by 6.0 percent, 
to $1,341 billion. The World Bank report on 107 indebted countries shows that the external 
debt of these countries rose by an estimated $74.3 billion, to $1,221 billion in 1990, despite a 
$21.0 billion debt reduction effected in the year. Exchange-rate adjustments, a net rise in 
interest rates, and rescheduled interest arrears increased the debt stock. Some indebted coun-
tries experienced faster growth of exports (8.5 percent) over debt growth (6.5 percent), which 
improved somewhat their credit worthiness. However, arrears of the severely indebted groups 
grew rapidly.")  

World Trade in 1990 

Corollary to the slowdown in world output was the slowdown of world trade growth. 
GATT estimates show that world trade volume expanded by 5.0 percent in 1990, compared 
with an actual expansion of 7.0 percent in 1989 and 8.5 percent in 1988. 11  The nominal value 
of world merchandise trade rose by 13.0 percent, to a -record of $3.5 trillion in 1990. World 
trade in commercial services-transportation, banking, tourism, insurance, and other ser-
vices-is estimated to have grown by 12.0 percent, to $770 billion from $690 billion. 
Merchandise exports of 15 highly indebted countries were estimated to have increased by 11.0 
percent in value compared with a .17.0 percent increase in 1989. Imports of these countries 
increased by 16.0 percent and their overall merchandise trade surplus dropped to $27.0 billion 
from $30.0 billion in 1989. Imports of leading Asian trading nations rose much faster than 
exports did. For example, Japan's imports rose by 11.5 percent, but exports rose by only 4.5 
percent. 

Over the 1980 decade the volume index of world trade rose by about 50.0 percent and the 
value of world trade rose by 75.0 percent. The shares of mining and agricultural products in 
world trade declined as did the shares of the Middle East, Africa, and Latin America. North 
America became the most dynamic region in terms of output and trade growth, followed by 
Asian 

U.S. Trade Policies 

The U.S. administration describes its trade policies as based on free trade as the corner-
stone of growth and development. 13  As such, the United States has initiated a number of 
recent multilateral, bilateral, and regional trade initiatives to lower the barriers to trade in 

9  Bid. 
10 111e World Bank, World Debt Tables 1989-90: External Debt of Developing Countries, first supplement, (World 

Bank, Washington D.C.). 
11  GATT Press Release GATT/1494, Nov. 19, 1990. 
12 ibid.  

13  Economic Report of the President , February 1991, pp. 252-256. 



goods, services, and investment. The top priority in U.S. trade policy continues to be the 
successful completion of the Uruguay Round of negotiations of the General Agreement onTa-
riffs and Trade (GATT). In the Western Hemisphere, the implementation of the U.S.-Canada 
Free-Trade Agreement has already reduced trade and investment barriers. Negotiations on a 
free-trade agreement with Mexico were proposed in 1990. President Bush has said that the 
proposed agreement would fuel growth and prosperity throughout this hemisphere by removing 
barriers to trade and investment. In June 1990, the President unveiled the Enterprise for the 
Americas Initiative (EAI) which is, among other things, to pave the way to free trade through-
out the Western Hemisphere. The United States entered into EM framework agreements with 
Bolivia, Chile, Colombia, Ecuador, Honduras, and Costa Rica. In October 1990, the President 
sent the Andean Trade Preference Act to the Congress. The proposal would eliminate U.S. 
import duties on many products imported from Bolivia, Colombia, Ecuador, and Peru. Mean-
while, the U.S.-Japan Structural Impediments Initiative has focused on identifying and remov-
ing basic impediments to trade, market competition, and balance-of-payments adjustments.I 4  

U.S. Trade Performance 

In 1990, the United States lost its position as the world's largest merchandise exporter to 
the Federal Republic of Germany, due to a 16.5 percent increase in the value of the German 
mark and the unification of the east and west regions. East Germany's exports added $223 
billion to total German exports. However, the United States recorded a greater increase in 
export volume. An export quantity index shows that U.S. exports increased by 8.5 percent, 
compared with only a 1.5 percent increase for Germany and 4.5 percent for Japan." 

Meanwhile, the 1990 U.S. merchandise trade deficit reached its lowest level in recent 
years, $116.0 billion. Exports rose by 7.5 percent in 1990, to reach $375.0 billion, and 
imports rose by 4.9 percent, to $491.0 billion. Manufactures exports grew by 9.7 percent, to 
$298.7 billion, and constituted 75.8 percent of total exports. Within the manufactured goods 
category, exports of advanced-technology products grew by 11.9 percent, and the United States 
ran a surplus of $34.1 billion in 1990. Other exporting sectors showed balanced growth and 
contributed variably to total exports. Electrical machinery contributed the most in 1990, at 7.2 
percent of total exports of manufactures, followed by automatic data processing and office 
equipment (6.3 percent), airplanes (5.0 percent), and general and specialized industrial machin- 
ery (4.0 percent each). Imports of oil rose to $61.4 billion in 1990 from $49.7 billion in 
1989. 16 

U.S. trade performance with major trading partners improved significantly in 1990. The 
1990 trade deficit with Japan declined by about $8.0 billion, to $41.1 billion, the lowest since 
1984. Exports to Japan rose by 92 percent, whereas imports from Japan fell by 4.2 percent. 
The 1990 trade deficit with the newly industrializing economies declined by about $5.0 billion, 
to $19.7 billion. The trade surplus with the EC increased sixfold, to $6.1 billion. In contrast, 
the U.S. trade deficit with OPEC increased to $24.3 billion in 1990, from $17.4 billion in 
1989. U.S. exports to OPEC amounted to $13.7 billion, and imports climbed to $38.0 billion. 
U.S. total trade (exports plus imports) with Eastern European countries declined to $6.4 billion 
in 1990 from $7.3 billion in 1989. The United States incurred a trade surplus with the 
U.S.S.R. of $2.0 billion in 1990, and a small trade deficit with other Eastern European 
countries. U.S. total trade with China climbed to $19.9 billion in 1990 from $17.6 billion in 
1989. Because imports increased while exports declined, the U.S. trade deficit with China 
climbed to $103 billion from $6.1 billion in 1989. 17  

14 Rid.  

is GATT Press Release, GATT/1494, Nov. 19, 1990. 
16  U.S. Bureau of the Census, Foreign Trade Division, report FT 900 (CB 91-56), Feb. 15, 1991. 
17  U.S. International Trade Commission, International Economic Review, March 1991. 
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Chapter 1 

Selected Issues in Trade Agreements 
Activities in 1990 

This chapter describes two significant trade devel-
opments in 1990: the Uruguay Round of trade negoti-
ations, and the development of three U.S. trade initia-
tives that were advanced in 1990 to support Latin 
America's economic reforms. The Uruguay Round is a 
four-year effort designed to expand and improve the 
multilateral trading system through negotiations in the 
GATT, including negotiating agreements in several 
areas not previously covered by the GATT. U.S. trade 
initiatives with Latin American countries announced in 
1990 include the Andean Trade Preferences Act, the 
Enterprise for the Americas Initiative, and the an-
nouncement by the Governments of the United States 
and Mexico of their intent to begin discussions on a 
Free Trade Agreement. 

The Uruguay Round Negotiations 

Introduction 

Four years of negotiations aimed at expanding and 
improving the multilateral trading system virtually col-
lapsed in December 1990, as signatories to the General 
Agreement on 'Tariffs and Trade (GATT) proved unable 
to break a deadlock in negotiations over agricultural 
subsidies. The impasse frustrated progress elsewhere at 
the conference originally set to conclude the Uruguay 
Round of multilateral trade negotiations (MTh), and 
left the future of the Round in doubt. The United States 
has been a leading advocate of the ambitious agenda 
adopted when the Round was launched in 1986, push-
ing hard for a major overhaul of GAIT trade rules to 
reflect new market realities. U.S. priorities include 
seeking stronger world trade rules for agriculture, ex-
pansion of multilateral disciplines to intellectual prop-
erty and services, and improvements to current GATT 
trading rules in areas such as subsidies and safeguards.' 
This chapter reviews developments in 1990 by the 15 
negotiating groups set up to discuss the subjects agreed 
in the Ministerial Declaration inaugurating the Round. 2 

 It includes developments at the ministerial conference 
held in Brussels, Belgium, December 3-7, 1990, thus 
providing a view of where negotiations stood when the 
Round was subsequently resumed February 26, 1991. 3  

USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991. 

GAIT, "Ministerial Declaration on the Uruguay Round," 
MINDEC, Sep. 20, 1986. This ministerial declaration, the "Punta 
del Este Declaration," is reprinted in USITC, Operation of the 
Trade Agreements Program, 38th Report, 1986, USITC publica-
tion 1995, July 1987, App. A. 

3  GATT, "News of dm Uruguay Round of Multilateral Trade 
Negotiations," Press Release No. 46, Mar. 4, 1991, p. 1-10. At 

Overview 

The pace of the Uruguay Round negotiations gath-
ered steam during 1990 as negotiators aimed at con-
cluding by December 1990 the four years of trade talks 
that opened in 1986 at Puma del Este, Uruguay. Prog-
ress had been slow to restart following the initial fail-
ure at the December 1988 Mid-Term Review to agree 
on a framework for negotiations 4  in 4 of the 15 subject 
areas for negotiation. High-level consultations with key 
participants resulted in a compromise in April 1989 on 
the subjects of agriculture, textiles, safeguards, and tra-
de-related aspects of intellectual property rights 
(TRIPs). 

Beginning in late 1989 and during 1990, partici-
pants began to present more detailed and comprehen-
sive proposals. Previously discussed ideas were inte-
grated into single packages, allowing negotiators to be-
gin considering possible concessions and compromises 
in the various negotiating groups. Concessions embo-
died in these proposals were made provisionally, pend-
ing the final outcome of the Uruguay Round, and con-
ditioned typically on the provision in the Puma del Este 
declaration that "the launching, the conduct and the im-
plementation of the outcome of the negotiations shall 
be treated as parts of a single undertaking." 5  As suc-
cinctly stated by the GATT Director-General who over-
sees the Round, this meant "that nothing is final until 
everything is final."6  

Provisional agreements already reached at the Mid-
Term Review in April 1989 continued in effect during 
1990. These included greater involvement of trade 
ministers in managing the world trade system through 
discussions in the GATT and an increased GATT con-
tribution toward achieving coherence in world econom-
ic policy making? Periodic multilateral review of 
GATT members' trade policies under the Trade Policy 
Review Mechanism (TPRM) and expedited dispute 
settlement procedures also continued in force, to be re-
examined at the conclusion of the Round. 8  

3—Continued 
the adjournment of the Brussels conference, INC chairman 
Arthur Dinkel was charged with pursuing intensive consultations 
to narrow outstanding differences in the negotiations. Following 
informal talks, Dinkel reported that on Feb. 20, 1991 some 30 
key participants in the agriculture negotiations, including the EC, 
had agreed to "specific binding comnutments" in the three areas 
of domestic support, market access, and export competition. 
Subsequently, Dinkel held further talks with participants on 
nonagricultural subjects and, on Feb. 26, 1991, convened a 
meeting of the TNC to annamce that the Uruguay Round could 
now be formally resumed. For more information on the resump-
tion of talks, see the following section on resumed talks. The 
program of work proposed by Dinkel on Feb. 26 for resumption 
of the Uruguay Round is reprinted in Inside U.S. Trade, "Dunkel 
Outlines Plan to Resume Uruguay Round with Technical Talks," 
Special Report, Mar. 1, 1991, 
pp. S-2 to S-5. 

4  For a discussion of areas of agreement and disagreement at 
the Mid-Term Review, see USITC, Operation of the Trade 
Agreements Program, 40th Report, 1988, USITC publication 
2208, July 1989, p. 1-9 to 1-15. 

5  GAIT, "Ministerial Declaration on the Uruguay Round," 
MINDEC, Sep. 20, 1986, p. 2. 

6  GATT, "News of the Uruguay Round of Multilateral Trade 

Negot
Negotiations," press release No. 39, July 30, 1990, p. 8. iations," 

 press release No. 46, Mar. 4, 1991, p. 2. 
8  Ibid. 
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By the end of 1990, the 15 negotiating groups 
could be characterized as falling into one of three cate-
gories. In the first category, provisional agreement was 
publicly announced, or agreed to less formally during 
negotiations, but still awaits a final Uruguay Round 
package before becoming effective. These areas are al-
ready substantially agreed or are expected to fall into 
place rapidly once agreement in other fields is reached. 
In a second category, partial agreement has been 
reached, there is an agreed negotiating text or agree-
ment on some issues,9  but the group continues to nego-
tiate on other issues of substance. Political-level deci-
sions will be required to resolve these issues, but they 
are anticipated to fall into place as a final Uruguay 
Round package begins to take shape. In the third cate-
gory belong those groups that have reached little or no 
substantive agreement. The prospect for fully succes-
sful negotiations in these areas appears dim at this 
time, although agreement on different aspects of these 
difficult areas could well be reached given sufficient 
political will. 

In the rust category, provisional agreement was an-
nounced in 1990 on revisions to GATT Articles gov-
erning various aspects of world trade. Changes to 
GATT rules were announced in June 1990 10  aimed at 
making import charges beyond tariffs more transparent, 
and in August 1990 aimed at increasing the transparen-
cy of transactions and operations involving state trad-
ing enterprises. 11  Revisions were also announced in 
October 1990 to three Codes of conduct concluded in 
the 1979 Tokyo Round MTh: the Standards, Import 
Licensing, and Customs Valuation Codes. 12  Other sub-
jects that could be included in this category, where less 
formal progress was made up to and including the 
Brussels ministerial conference," involved certain 
nontariff measures such as rules of origin and preship-
ment inspection (PSI), agricultural sanitary and phyto-
sanitary rules, and certain procedural rules under the 
General Agreement, such as supplier rights during tar-
iff negotiations, procedures for forming regional cus-
toms or trading unions, and accession procedures. 

In a second category are subjects in which negotia-
tors made progress in 1990, but which still depend on 
political-level attention to disputed issues. These areas 
include textiles; 14  waivers of obligations under the 

9  International Trade Reporter. "Uruguay Round TNC meeting 
a 'net plus,' not a complete failure, Deputy USTR Katz says" voL 
7, no. 33, Aug. 15, 1990, pp. 1259-1260. 

1° Ibid., press release No. 37, June 19, 1990. 
11  Ibid., press release No. 40, Aug. 1, 1990. 
12 ibid., pressrelease No. 42, Oct. 24. 1990. 
13  For a summary of results at the Brussels ministerial 

conference, see Louis J. Murphy, "Brussels Ministerial Inconclu-
sive: GATT Talks Suspended to Allow Countries to Reflect at 
Positions," Business America, vol. 112, no. 1, Jan. 14, 1991, p. 10 
to 14. The author is acting director of Office of Multilateral 
Affairs at the U.S. Department of Commerce. A short summary 
by TNC chairman Dunkel from Nov. 5, 1990 can be found under 
Stews of Talks by Area' in International Trade Reporter, "USTR 

Hills says GATT talks 'hang in balance' as EC wrangles over 
farm subsidies proposal," vol. 7, no. 44, Nov. 7, 1990, pp. 
1695-1696. 

14  International Trade Reporter, "U.S., others blame EC for 
failure in Brussels to agree on new rules to govern world trade," 
vol. 7, no. 49, Dec. 12. 1990, pp. 1878-79. 

General Agreement; Government Procurement; Safe-
guard measures; Dispute Settlement; and Services. 
Resolution of the remaining substantive disagreements 
in these areas is likely to be held back until the shape of 
the final Uruguay Round package begins to emerge, so 
negotiators can gauge what concessions and trade-offs 
are likely to be offered both within any single group 
and among all negotiating groups. Market access nego-
tiations, involving tariffs, nontariff bathers, natural re-
source products, and tropical products, have made 
some progress in 1990, 15  although time lost prior to 
1990 over procedural issues 16  meant that only limited 
progress was achieved on industrial tariffs and nonta-
riff measures before the impasse over agriculture 
brought the Brussels conference to an end. 11  Partici-
pants have been generally unwilling to negotiate mar-
ket access issues until the Round formally resumes." 
Although additional market access offers may be ad-
vanced without the acute political attention needed to 
resolve disputed issues in other negotiating groups in 
this category, more forthcoming tariff and nontariff of-
fers are still likely to await a clearer picture of the final 
shape of the Uruguay Round package. 

In the last category exist the most difficult areas 
that claim little or no substantive agreement. First and 
foremost is the area of agriculture, which was responsi-
ble for the failure both at the Montreal Mid-Term Re-
view and at the Brussels conference. 19  In both cases, 
the European Community (EC) would not agree to a 
negotiating framework that would lead to reductions in 
agricultural subsidies sufficient to satisfy a number of 
interested participants, the United States and the Cairns 
Group of agricultural exporting countries, 20  in particu-
lar. Other difficult areas include subsidies and anti-
dumping, intellectual property tights, investment mea-
sures, and balance-of-payments reform. 

The resumption of the Round in February 1991 
means that the status of negotiations in particular 
groups remains fluid, with the possibility that the par-
tial agreement on some subjects such as Safeguards or 
Textiles may unravel and the difficulties in other sub-
jects such as TRIPs21  or TRIMs may become less 
blocked in future negotiations than was the case at 

23  International Trade Reporter, "Uruguay Round Groups on 
Market Access, Non-Tariff Measures Making Steady Progress," 
vol. 7, no. 41, Oct. 17. 1990, p. 1580. 

16  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedwes, March 1, 1991, 
Annex p. 3. 

17  Louis J. Murphy, "Brussels Ministerial Inconclusive: GAIT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

1° The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, March 1, 1991, 
Annex p. 5. 

19  International Trade Reporter, "U.S., others blame EC for 
failure in Brussels to agree an new rules to govern world trade," 
voL 7, no. 49, Dec. 12, 1990, pp. 1878-79. 

XI  International Trade Reporter, "GAIT delegates asking 'what 
wan wrong?' as concluding Uruguay Round session begins," 
vol. 7, no. 48, Dec. 5, 1990, p. 1851. 

21  International Trade Reporter, "Negotiators on intellectual 
property rights making 'steady' progress in Uruguay Round" 
vol. 7, no. 38, Sep. 26, 1990, p. 1477. 
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Brussels. However, virtually all participants agree that 
agriculture is the predominant stumbling block to the 
successful conclusion of the Round, with little or no 
agreement yet on what is to be done other than to con-
tinue discussion.22  The clear lack of consensus on agri-
culture at Brussels appeared to reduce the impetus to 
resolve outstanding issues in a number of other nego-
tiating areas, such as in tariff and nontariff negoti-
ations,23  TRIPs,24  and TRIMs.25  In addition, decisions 
in some negotiating groups are intertwined with agree-
ments in other groups, for instance, the agricultural 
standards being negotiated in the agriculture group re-
late to the Standards Code negotiations in the MTN 
Agreements and Arrangements group; 26  the agreement 
in the dispute settlement group relates to dispute settle-
ment procedures for the Standards Code and for other 
groups;27  tropical products negotiations now depend on 
negotiations in the groups discussing agriculture and 
tariff and non-tariff measures. 28  

Addendum on Resumed Talks 

Consultations held by TNC chairman Arthur Dun-
kel with key participants in the agriculture negotiations 
laid the basis for his announcement on February 26, 
1991, of the resumption of the Round. Dunkel has or-
ganized seven issue-specific groups rather than recon-
vene the 15 Uruguay Round negotiating groups, 29  in 
part to assist the discussion of the overlapping and in-
tertwined subjects mentioned above. 

These groups began technical-level talks on a stag-
gered schedule," starting March 1, 1991. The groups 
are (1) Agriculture, (2) Textiles and Clothing, (3) Ser-
vices, (4) Rule-Making, (5) TRIMS and TRIPS, (6) Dis- 

22 The basis for resuming the Uruguay Round negotiation in 
1991 rested upon the EC's agreement not to dispne that the goal 
of the agriailnue negotiations is to reach specific reductions 
the trade-distorting protection provided by each of the three areas 
under discussion in the group - internal support, import access 
barriers, and export subsidies. While considered an important 
breakthrough, it nonetheless, signifies that the agriculture 
negotiating gra" is only now fomalinft its framework for 
negotiation, something that other groups had already agreed at the 
Mid-Term Review. 

23  Louis J. Murphy, "Brussels Ministerial Inconclusive.: GAIT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

24  US1R, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 

1991, p. 41. __
Pregal 	 sterial i. l Mophy, "Brussels 	 sive: GATT 
Talks Suspended to Allow Countries to Reflect

Inconclu 
 on Positions," 

Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 
26  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 24. 

Ibid. 
21  Louis J. Murphy, "Brussels Ministerial Inconclusive: GMT 

Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991,. 11. 

29  GATT, "News of the Uruguay Round Multilateral Trade 
Negotiations," press release No. 46, Mar. 4, 1991, 

.s° Inside U.S. Trade, "Dunkel Outlines Plan to Resume 
Uruguay Round with Technical Talks," Special Report, Mar. 1, 
1991, p. S-1. The groups initial meeting dates were as follows: 
wioilture began on Mar. 1, textiles and clothing on Mar. 5, 
services on Mar. 8, sule-making on Mar. 14, TRIMS and TRIPS 
on Maz 18, dispute settlement and the final act on Mar. 20, and  

pute Settlement and the Final Act, and (7) Market Ac-
cess. Previous subjects and negotiating groups are rep-
resented under these seven issues. For example, discus-
sions under the Rule-Making group cover a number of 
negotiating groups: Subsidies, MTN Codes, GATT Ar-
ticles,31  the Dispute Settlement and Final Act group 
including Dispute Settlement, the Final Act addressing 
how to incorporate the Round's results, and the subject 
of greater coherence in international policy-making 
from the Negotiating Group on Functioning of the 
GATT System (FOGS). The Market Access group 
comprises, as explained below in the review of discus-
sions in the 15 negotiating groups during 1990, the 
groups on Tariffs, Nontariff Measures, Natural Re-
source-Based Products, and Tropical Products. This re-
view is preceded by a review of the activities of the 
organizational bodies overseeing the operation of the 
Round. 

Organizational Structure of the Negotiations 

Some 15 negotiating groups and a surveillance 
body are involved in the negotiating process. All of 
them report to the Trade Negotiations Committee 
(TNC), which periodically meets to review the overall 
status of the Round and to set out work plans for its 
completion. The Group of Negotiations on Goods 
(GNG) is made up of 14 negotiating groups. These 
groups cover, in the order set out in the Punta del Este 
declaration, (1) Tariffs, (2) Nontariff Measures, (3) 
Tropical Products, (4) Natural Resource-Based Prod-
ucts, (5) Textiles, (6) Agriculture, (7) GATT Articles, 
(8) Safeguards, (9) MTN Codes, (10) Subsidies, (11) 
Dispute Settlement, (12) Trade-Related Intellectual 
Property Rights (TRIPs), (13) Trade-Related Invest-
ment Measures (TRIMs), and (14) the Functioning of 
the GAIT System (FOGS). The separate Group of Ne-
gotiations on Services (GNS) also reports to the TNC 
chairman, as does the Surveillance Body, created by the 
TNC to oversee the commitment made in the Punta del 
Este declaration to stop as well as to reverse national 
protectionist trade measures, a commitment known as 
"standstill and rollback." See figure 1 for the structure 
and groups of the Uruguay Round. 

Trade Negotiations Committee Review 
During 1990, the Trade Negotiations Committee 

(TNC) met formally and informally to assess progress 
being made toward agreement at the December minis-
terial conference. In April, the committee decided to 

-Coatinued 
market access on Mar. 21. These initial talks were primarily 
procedural. These groups ill considr only technical-levelop tics, 
with topics requiring political

w
-level attention postponed until later 

in 1991. This pea :ml-level attention is intertwined with renewal 
of U.S. "fast-tock"negotiating authority, which ex • June 1, 
1991, as well as the EC annual price setting proarre under the 
Common Agricultural Policy, both of which are expected to be 
resolved by mid-year 1991. 

31  Topics include subsidies and countervailing duties, anti-
dumping, safeguards, preshipment inspection, rules of origin, the 
Standards Code, import licensing procedures, customs valuation, 
government procurement and GATT Articles. 
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Group of Negotiations on 
Services (GNS) 

Surveillance Body 
(Standstill/Rollback) 

Group of Negotiations on Goods 
(GNG) 

Figure 1  
Uruguay Round Structure 

	1 Trade Negotiating Committee (TNC) 

Negotiating Groups on: 

— 1 	Tariffs 

— 2 Nontariff measures 

_ 3 Tropical products 

_ 4 Natural resource-based products 

_ 5 Textiles and clothing 

— 6 Agriculture 

_ 7 GATT Articles 

— 8 Safeguards 

_ 9 MTN Agreements and Arrangements 

_10 Subsidies and countervailing measures 

—11 	Dispute settlement 

_12 Trade-related aspects of intellectural 
property rights, including trade in 
counterfeit goods 

—13 Trade-related investment measures 

—14 Functioning of the GATT system 

Source: The President, Report to the Congress on the Extension of Fast Track Procedures. 
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develop a complete "profile" of the agreements that 
would make up the final Uruguay Round package, for 
review at the next TNC meeting in July. 3z 

At the INC meeting held July 23-26, 1990, GATT 
Director-General Arthur Dunkel, chairman of the TNC, 
conducted a political-level review of the status of nego-
tiations.33  He noted the unadvanced state of agree-
ments in the various negotiating groups, observing that 
many of "the profiles . . . represent a compendium of 
positions, rather than draft agreements." 34  This situa-
tion, he concluded, put the negotiations "collectively 
behind schedule. "33  His summary cataloged such major 
issues faced in individual negotiating groups as how to 
improve tariff and nontariff offers; how to integrate the 
Mukifiber Arrangement governing world textile trade 
into the GATT; how to proceed with agriculture negoti-
ations; whether or not safeguard measures against im-
port surges should be allowed on a selective basis; as 
well as how to bring together differences in other 
groups, such as Subsidies, Intellectual Property Rights, 
and Services.36  

The chairman also presented his work program for 
the final leg of negotiations. He called for all negotiat-
ing teams to be present in Geneva, beginning October 
8, 1990, pointing out that the Puma del Este declaration 
calls for the GNG to evaluate the results of the Uru-
guay Round in regard to differential and more favor-
able treatment for developing countries before the 
Round concludes.37  

Standstill and Rollback 

In the standstill and rollback commitment in the 
Punta del Este declaration, participants agreed not to 
take trade-restrictive or trade- distorting measures dur-
ing the Round that are inconsistent with the General 
Agreement's rules, nor to take legitimate actions under 
the General Agreement that exceed the minimum nec-
essary to correct specific situations. 38  The participants 
also agreed not to take other measures to improve their 
negotiating position.39  

Participants notify trade restrictive actions to the 
Surveillance Body created to oversee the standstill and 
rollback commitment. At the outset of the Round, there 
was debate over what to do with these notifications. 
Developing countries, in particular, felt that rollback 
provisions should be put into effect during the 
Round," with countries removing trade measures 

12  GAIT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 35, Apr. 19, 1990, p. 1. 

3  International Trade Reporter, "TNC ends with little tangible 
progress, LDCs criticize meeting as waste of time," vol. 7, 
no. 31, Aug. 1, 1990, Fp. 1180-1181. 

34  Ibid., press release No. 39, July 30, 1990, p. 3. 
15  Ibid. 
36  ibid. 
" 

36  GAIT, "Ministerial Declaration on the Uruguay Round," 
MINA, Sep. 20, 1986, p. 4. 

15  Ibid. 
4° The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 31. 

deemed inconsistent with the General Agreement, such 
as voluntary export restraints. Industrial countries saw 
standstill and rollback as essentially a political commit-
ment to ensure that participants would not seek conces-
sions in exchange for removing trade measures already 
inconsistent with the GATT. 4i To date, the Surveil-
lance Body has met just prior to TNC meetings to pro-
vide a political-level forum for addressing concerns 
over measures that participants feel affect their inter-
ests in the negotiations.42  

In 1990, the Surveillance Body was not as active as 
in previous years." In February, the United States 
raised the issue of the proposed EC import restraints on 
Japanese automobiles. The United States noted that it 
expected any such agreement to be shortlived, transpar-
ent, and consistent with the safeguards agreement un-
der negotiation.45  The United States also voiced con-
cerns against the EC proposed criterion for biotechnol-
ogy that would add a socioeconomic needs test and an 
environmental impact assessment to the regulatory re-
view process." 

Argentina notified the Surveillance Body of an in-
crease in EC subsidies to producers of high quality 
flint-corn.47  Argentina also notified a rollback commit-
ment that, it stressed, was part of an overall policy de-
signed to liberalize its foreign trade sector. The EC 
and Australia expressed their concern over the U.S. 
farm bill being considered by Congress." 

At the July 1990 TNC review, the TNC chairman 
called for participants to notify by October 15, 1990, 
the measures they were prepared to rollback under the 
standstill and rollback conunitment.59  He noted further 
that the elimination of measures found inconsistent 
with the General Agreement will take place only at the 
end of the Round?' The chairman of the Surveillance 
Body had reported at the April 1990 TNC meeting that 
a major effort would be needed to honor the rollback 
commitment by December 1990. 52  

In November 1990, countries submitted reports to 
the Surveillance Body on the implementation of their 
rollback commitment.53  Rollback contributions were 
made by Argentina, Australia, Canada, Chile, Colom-
bia, the EC, Finland, Hong Kong, Indonesia, Japan, 
Korea, and the United States S 4  The United States said 
it would implement the recommendations made by two 

41 ibid.  
42  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreements 
Program, 1991, p. 41. 

Ibid. 
44  Ibid. 
45  Ibid. 
" Ibid. 
47  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 35, Apr. 19, 1990, p. 19. 
46  Ibid., Apr. 11, 1990, p. 19. 
46   

5
"Ibid., press release No. 39, July 30, 1990, p. 6. 

"Ibid mess release No. 35, Apr. 19, 1990, p. 1. 
53  GAIT, "Ministerial Declaration on the Uruguay Round," 

M1NDEC, Sep. 20, 1986, p. 4-5. 
54  The President of the -United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 31-32. 
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dispute panels that found U.S. customs users fees and 
the U.S. "Superfund" tax on imports to be inconsistent 
with GATT mles.55 56  

Group of Negotiations on Services 
The Group of Negotiations on Services (GNS) set 

out in 1990 to develop a draft services framework 
agreement by July. In particular, the group sought to 
agree on sector coverage under the framework as well 
as the means by which to liberalize trade in services. 57 

 Increased LDC participation in the services negoti-
ations was another major aim. In this regard, 11 mem-
bers of the Latin American Economic System (SELA) 
presented a draft text that stressed special consider-
ations for developing countries in liberalizing trade in 
services.58  

The group created several working groups in May 
1990 to examine particular services sectors and ele-
ments in those individual sectors that may need to be 
taken into account in the application of an overall ser-
vices agreement." The working groups covered finan-
cial services, telecommunications services, transporta-
tion services, construction and engineering, profession-
al services, tourism, with agreement also to hold dis-
cussions on labor mobility issues.° An eighth working 
group was subsequently added on the audiovisual sec-
tor to cover films and broadcasting.61  The sectors cho-
sen for working groups were to be independent of final 
sector coverage under a services agreement.° 

By the time of the Brussels conference, a number 
of these working groups had produced annexes that are 
to be attached to the overall framework agreement on 
services to address issues unique to these sectors.° 
The annexes developed prior to the Brussels meeting 
cover all transport services, telecommunications, labor 
mobility, and audiovisual services." A fifth annex on 
financial services was introduced by Canada, Japan, 
Sweden, and Switzerland at the Brussels ministerial 
conference and, supported by the United States and the 

55  ibid. 
56  For discussion of the cases involving the customs user fees 

and the "Superfund" tax, see USTM, Operation of the Trade 
Agreements Program, 38th Report, 1986, USTTC publication 
1995_, July 1987, p. 2-9, and subsequent issues. 

GA1T, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 34, Feb. 23, 1990, p. 12. 

36  Ibid., press release No. 35, Apr. 19, 1990, p. 20-21. These 
special considerations included: the principle of relative reciproci-
ty, Le. market access commitments m line with individual levels 
of development; flexibility for LDCs to liberalize fewer sectors or 
types of transactions; priority to be given to liberalization 
measures of particular interest to LDCs• an LDC right to furnish 
incentives to domestic service providers; an LDC right to regulate 
market access topromote domestic supply capacity; and technical 
aid to develop Ll service infrastructure. 

" Brad., press release No. 36, lime 1, 1990, p. 11. 
a Ibid. 
61  Ibid., press release No 38, July 16, 1990, p. 13. 
°Ibid., press release No. 36, June 1, 1990, p. 11. 
63  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mac 1, 1991, Annex 
p. 54. 

" GAIT, "Draft Final Act Embodying the Results of the 
Uruguay Round of Multilateral Trade Negotiations," 
M7N.7NCIW1351Rev.1, December 3, 1990, p. 364-378. 

EC,65  is likely to form the basis for future negotiations 
in this sector." Other annexes may be developed as a 
result of further negotiations.67  Following is a discus-
sion of the major issues being addressed in the Nego-
tiating Group on Services (GNS) as part of developing 
the overall framework agreement, as well as the indi-
vidual working groups examining the need for possible 
sector annotations. 

Framework Agreement on Services 
During 1990, the negotiating group discussed sev-

eral proposals, including a comprehensive legal draft 
submitted by a group of primarily African countries, 68 

 as well as full legal texts by the EC69  and Switzer-
land 79  A draft framework text submitted by the group 
chairman during these discussions focused attention 
first on rules and principles, 71  with later additions to 
the text covering institutional aspects such as dispute 
settlement and enforcement. He proposed a council 
overseeing the operation of the services agreement, 
along the lines of the GATT' Council of Representatives 
that governs operation of the General Agreement, 
which could implement a services agreement as well as 
provide technical assistance to developing countries 
concerning services.72  The chairman's text also in-
cluded provisions covering transactions when the 
agreement would not apply between parties, such as 
when one country is a signatory to the services 

63  Ibid., Annex p. 55 57 and Table 5. See also International 
Trade Reporter, "U.S. backs plan on financial services offered by 
Canada at GAIT trade talks" and "Draft seetoral annex on 
financial services presented under Canadian sponsorship at 
General. Agreement on Tariffs and Trade talks in Brussels," vol. 
7, no. 48, Dee. 5, 1990, pp. 1821-1822 and 1854-1857. 

" Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 

67  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 54. 

a GRIT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release Na 36, June 1, 1990, p. 10. Came-
roon, China, Egypt, India, Kenya, Nigeria and Tanzania. 

" Ibid., Press Release No. 38, July 16, 1990, p. 12. The EC 
plan covered all services and was to apply to cross-border service 
exports, the movement of factors necessary to production such as 
essenual' personnel, and professional or commercial presence. It 
contained 'detailed provisions on national treatment, domestic 
regulation, transparency, subsidies, antidumping and countervailing 
regulations, restrictive business practices and monopolies. 
Commitments to remove market access restrictions would be 
lodged in national schedules and aim at achieving "effective 
minket access" by removing restrictions inconsistent with the 
Om 's national treatment and subsidies provisions. The plan calls 
for negotiation of additional liberalization commitments within 3 
years of the start of a services agreement. 

"Ibid. The Swiss plan offered rules and principles similar to 
the EC plan. It envisioned preserving current market access and a 
freeze on new measures not consonant with national treatment 
and subsidy provisions. Commitments would also be bound in 
national schedules for specific sectors, subsectors, or transaction 
type. Reservations under these schedules would be withdrawn as 
soon as possible. Multilateral commitments, such as harmoniza-
tion measures, mutual recognition of national regulations, 
standards or qualifications, and global market access commit-
ments, would be negotiated over time in periodic review confer-
=CM 

71  Ibid., press release No. 41, Oct. 9, 1990, p. 11. 
72  Ibid. 

6 



agreement and the other is not. 73  These provisions in 
turn raised the issue of determining rules of origin for 
traded services.74  

The chairman's draft framework text provided the 
basis for negotiation in the fall over the central issues 
of scope and sectoral coverage, initial commitments to 
liberalize services trade, the embodiment of progres-
sive liberalization within the agreement, most-favored-
nation (MFN) treatment in services, and provisions re-
lating to developing countries.75  The working groups 
continued work during the fall of 1990 on the service 
sectors likely to need additional provisions or separate 
annexes to the agreement to interpret the framework's 
provisions to their particular sector.76  

Little additional progress was made at the Brussels 
conference" toward finalizing a framework agreement, 
known as the General Agreement on Trade in Services 
(CATS). Much discussion, just before and during the 
Brussels conference, centered on whether MFN treat-
ment78  was appropriate to a services agreement. Some 
participants seek unqualified MFN treatment for ser-
vices, while others see this approach as liberalizing ac-
cess to national service markets unevenly. 79  The 
United States argued that such unqualified MFN treat-
ment would obligate countries with already open ser-
vice markets to remain open while more closed econo-
mies would have no further incentive to liberalize. 8° At 
the November 21-22 meeting of the GNS immediately 
prior to the Brussels meeting, U.S. negotiators had pro-
posed virtual elimination of the MFN principle from 
the services agreement, a complete reversal from the 
U.S. support at the beginning of the Round for a broad-
based services agreement covering a number of service 
sectors." U.S. maritime and civil aviation industry as-
sociations in particular had voiced the opinion that cur-
rent bilateral arrangements worked better than 

"Ibid. 
74 mid.  
" 

 199.0 
Department of Commerce, Uruguay Round Update, Sep. 
ri0-11. 

77  Louis J. Murphy, "Brussels Ministetial Inconclusive: GATf 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 

7$  GATT, Bask Instruments and Selected Documents, vol. IV, 
Geneva, 1969, p. 1-78. Article I (General Most  
Treatment) of the General Agreement sets forth the tenet of MFN 
treatment for goods: "With respect to customs duties and charges 

. in connection with importation or exportation ... or the 
international transfer of payments for imports or exports,. . any 
advantage, favour, privilege or immunity granted by any contract-
ing party to any product . shall be accorded immediately and 
unconditionally to the like product ... of all other contracting 
parties." 

79  USTR, "Opening Statement by United States Trade Repre-
sentative Carla A. Hills," meeting of the Trade Negotiations 
Committee of the GMT at the ministerial level, &muds, 
Belgium, Dec. 3, 1990; and International Trade Reporter, "U.S. 
backs plan an financial services offered by Canada at GAIT trade 
talks," vol. 7, no. 48, Dec. 5, 1990, pp. 1821-1822. 

w Louis I. Murphy, "Brussels Munsterial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 

111  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, JUL 14, 1991, p. 14.  

the possibile arrangements being developed in the 
group of a multilaterals CATS 8 2  To resolve this diffi-
culty of uneven market access under the MFN princi-
ple, the United States proposed a "progressive MFN" 
that would link MFN treatment to firm market access 
commitmentsP Although controversial, a number of 
key market access offers came forward based on this 
linked MFN before the Round was suspended." 
Working Group on Maritime, Land and Air 
Transport Services 

In 1990, this working group looked at whether a 
separate annex to the services agreement was necessary 
for the transport sector and, if so, for what issues. 
Application of the MFN principle was widely dis-
cussed because of the extensive bilateral and multilat-
eral agreements existing in the transport sector, in par-
ticular the UN. Code of Conduct for Liner Confer-
ences (ICAO). Sea and air cabotage issues were also 
highlighted, with differences over whether in-land wa-
terways were part of land or sea transport. 85  (Cabotage 
is trade or transport within a country in coastal waters 
or airspace.) The working group developed annexes 
for discussion at the Brussels conference on maritime, 
inland waterway, road, and air transport services. 86 

 However, other participants share concerns of the 
United States over application of all the rules of the 
services agreement to the transport sectors," although 
opposition from European maritime associations, for 
example, has been more muted than that from U.S. 
ones." Extensive bilateral aviation agreements make 
application of MFN treatment to this sub-sector partic-
ularly inappropriate, according to the United States." 

al/venation/81 Trade Reporter, "U.S. insistence on dropping 
automatic MFN from GATT services agreement stalls talks," 
vol. 7, no. 47, Nov. 28, 1990, pp. 1801-1802. 

° International Trade Reporter, "GATT delegates asking 'what 
was wrong?' as concluding Uruguay Round session begins," 
vol. 7, no. 48, Dec. 5, 1990, pp. 1851-1853. 

" The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mae 1, 1991, Annex 
p. SS-57 and Table 5. The United States had tabled requests for 
specific market access commitments from 40 countries in June 
1990 in an effort to begin negotiations on initial commitments. In 
Oct. 1990, Switzerland proposed that participants table "condition-
al offers" to reads these commitments, but by the time of the 
Brussels conference, only Japan, Switzerland, and the United 
States had tabled suds offers. The EC and five other participants 
tabled market access offers during the Brussels conference, while 
the number had risen to 17_plus the EC by March 1991. 

" GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 41, Oct. 9, 1990, p. 13-14. 

"'GATT, "Draft Final Act Embodying the Results of the 
Urugu_ay Round of Multilateral Trade Negotiations," 
147MTNOW/35/Rev./, Dec. 3, 1990, pp. 364-368. 

717  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 56-57. 

a International Trade Reporter, "GATT delegates asking 'what 
went wrong?' as concluding Uruguay Round session begins," 
vd. 7, no. 48, Dec. 5, 1990, pp. 1851-1853. In meetings between 
the EC and U.S. transportation ministers in January 1991, the EC 
said it would consider excluding coverage of shipping from new 
disciplines under the GATT if reaching such an agreement that 
would lead to a "less liberal" regime than currently exists proved 
too difficult. The EC transportation commissioner said that an 
agreement that would further restrict world shipping "would 
clearly not be of interest to the EC." Reuters newswire service, 
"EC now premed to exclude shipping from new GATT pan, EC 
official says, report ref. No. BNA EC/GATT 0397, Jan. 8, 1990. 

" Ibid. 
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Working Group on Telecommunications 
At the first working group meeting in June 1990, 

the United States presented its draft annex covering ac-
cess to and use of telecommunications networks. The 
EC, Japan, and Korea also made proposals. Developing 
countries stressed the role of telecommunications in 
economic development. Other concerns raised included 
bilateral pacts between countries that fix international 
telephone accounting rates and the role national tele-
communications monopolies play in supporting ser-
vices to remote and rural areas. The group covered 
technical issues, including transparency, mode of de-
livery, basic infrastructural versus enhanced telecom-
munications services, standards-related issues, pricing, 
anti-competitive behavior, and supply and demand con-
ditions of networks." 

The United States has emphasized liberalization of 
enhanced telecommunications services over basic ser-
vices because many other countries restrict foreign 
competition in such basic telecommunications services 
as voice telephone or telex 9i This asymmetry in mar-
ket access has prompted the United States in particular 
to seek commitments from other countries to open their 
markets to U.S. telecommunications services before 
granting. MFN treatment in the telecommunications 
sector. . v4  

Working Group on Labor Mobility 
The Working Group on Labor Mobility examined 

issues in 1990 such as the distinction between tempo-
rary personnel movement versus immigration, and the 
relation of personnel movement to the commercial 
presence of a firm seeking to sell its services abroad. 93 

 Developing countries have sought to include labor mo-
bility in a services agreement in light of an LDC com-
parative advantage in wage rates, thus establishing 
some "symmetry" to industrial country advantages in 
other fields of services." The working group devel-
oped an annex for discussion at Brussels, after examin-
ing whether or not labor mobility issues might not be 
included in the overall services framework." 

Working Group on the Audio-visual Sector . 

While the working group did not formally define 
the audiovisual sector, some participants used an infor-
mal definition of production, distribution, and diffusion 
of film, video, and television industries. The major is-
sue discussed focused on an exemption from MFN 

" GATE "News of the Uruguay Round of Multilateral Trade 
Negotiations," 'NM release No. 38, July 16, 1990, p. 13. 

91  The President of the United States, Report so the Congress 
on the Extension ci Fast Track Procedures, Mar. 1, 1991, Annex 
p. 57. 

92 Ibid. 
" GAIT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 41, Oct- 9, 1990, p. 12-13. 
" The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 57. 

" GATT, "Draft Final Act Embodying the Results of the 
Uruguay Round of Multilateral Trade Negotiations," 
M7N.7NCIW1351Rev.1, Dec. 3, 1990, p. 376.  

treatment in the framework agreement that would per-
mit governments to protect cultural values. The United 
States and others took the position that no such exemp-
tion was in order," Canada, the EC, Egypt, and India 
held the opposite viewer The United States argued 
that cultural identity was already obscured by the in-
creasing multinational character of film and television 
productions. Countries proposing such an exemption 
typically have quotas and other discriminatory arrange-
ments in place aimed at protecting domestic industries 
from foreign competition in this field 98  

Working Group on Financial Services 
Working group participants raised a number of is-

sues for discussion concerning the financial sector, spe-
cifically: (1) the definition and coverage of financial 
services; (2) prudent regulation; (3) national treatment; 
(4) market access; and (5) MFN treatment. Questions 
or concerns that corresponded with these five issues, 
included (1) Should banking and insurance be treated 
separately? (2) What is the best way to ensure that 
liberalization does not undermine the existing controls 
of prudent regulations? (3) How can national treatment 
be applied across widely different regulatory regimes 
and levels of financial liberalization? (4) How can 
both the establishment of commercial presence through 
direct investment or acquisition and a cross-border pro-
vision of financial services be covered under the mar-
ket access provisions of the agreement? (5) How can 
different approaches to MFN treatment be recon-
ciled?99  

The working group also examined possible balan-
ce-of-payments (BOP) provisions for trade in financial 
services. Disagreement between developing and indus-
trial country participants in the group prevented a fi-
nancial services annex from being forwarded with the 
other annexes to the Brussels conference. 1® Nonethe-
less, a draft annex on financial services was adopted for 
discussion during the conference that appears to pro-
vide a basis for future negotiations. 

Working Group on Construction and Engineering 
Services 

This working group focused initially on labor mo-
bility, government procurement, and subsidies in the 
construction and engineering sector. Market access is-
sues discussed included performance bonds, bidding 
practices, and construction and engineering service 

%International Trade Reporter, "U.S., Japan block EC 
Uruguay Round effort to restrict content of audiovisual services," 
vol. 7, no. 40, Oct. 10, 1990, p. 1548. 

97  GATT, "News of the Uruguay Round of Multilateral Trade 
Nentissions," press release No. 41, Oct. 9, 1990, p. 11-12. 

" The Prescient of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P. 57- 

" GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," Press Release No. 38, July 16, 1990, p. 13-14. 

199  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Man 1, 1991, Annex 
p. 57. 
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packages. 1°1  However, no annex has been produced to 
date on this sector. 

Group of Negotiations on Goods 
The Group of Negotiations on Goods (GNG), to 

which the 14 negotiating groups report, met at the end 
of 1989 to review the overall progress of the negoti-
ations as well as to assess the balance being struck be-
tween the needs of industrial and developing countries. 
The GNG met again briefly in April 1990. Developing 
country needs in the negotiations was a broad theme 
during 1989, but was narrowed down at the 1990 meet-
ing. 1114  Issues raised that affected developing countries 
in particular included the possible introduction of se-
lective safeguard measures, which some felt would en-
danger the basic principle of non-discrimination embo-
died in the General Agreement; 103  the lack of progress 
both in re-integrating textiles into the GATT system, 
and in the agriculture negotiations; and the slow pace 
of negotiations on traditional subjects, such as tariffs 
and tropical products. Attempts to revise trade rules 
governing balance-of-payments restrictions under 
GATT Article XVIII (Governmental Assistance to 
Economic Development) were specifically contested, 
as these provisions are often used by developing coun-
try signatories to justify trade restrictions designed to 
safeguard a country's financial reserves. 

Progress made in the individual negotiating groups 
that report to the GNG is detailed below. 

Tariffs 
In February 1990, the Negotiating Group on Tariffs 

resolved its long-standing debate over whether to re-
duce tariffs by a "formula" or by a "request/offee' ap-
proach by agreeing that both were acceptable. 104  Since 
the beginning of the Round, most countries have fa-
vored a formula cut to tariffs, 1°5  whereby duties in all 
tariff lines would be reduced by a certain percentage to 
achieve "a target amount for overall reductions at least 
as ambitious as that achieved by the formula partici-
pants in the Tokyo Round," as agreed at the Mid-Term 
Review. 1°6  This meant that the outcome would be at 

1°1  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 41, Oct. 9, 1990, p. 12. 

GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 35, Apt 19, 1990, p. 4-5. 

a° The principle of non-discrimination is reflected in GATT 
article I (General Most-Favoured-Nation Treatment) and article M 
(National Treatment on Internal Taxation and Regulation) where 
MFN treatment is granted "immediately and unconditionally" and 
where the same treatment is afforded to produce imported from 
other contracting parties as is given to like domestic products. For 
an artalysis of the principles and rules of the GATT legal regime 
for international trade, see Trade Policies for a Deter Future: 
The 'Leutwikr Re 	the GATT and the Uruguay Round,
Minims Nijhoff Publishers, Boston, 1987, p. 96-102. 

1°4  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Pro am, 1991, p. 33. 

Im° The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P . 1-2. 

1°6  GATT, "Mid-Tenn Meeting," 147N.TNC111, Apr. 21, 1989, 
p. 4. The Mid-Term Review agreements are alsorepri 	in 
GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 27, Apt 24, 1990.  

least the 33 percent reduction achieved in the Tokyo 
Round MTN. 1°7  However, in the past, countries often 
had excepted certain products from across-the-board 
formula cuts, leaving."tariff peaks" or other anomalies 
in tariff schedules.lu'd The United States, in contrast, 
sought a request/offer approach, primarily to achieve 
market access for products germane to U.S. indus- 
tty.109 

Participants agreed that they would submit propos-
als for their own line-by-line tariff reduction, elimina-
tion, and binding by March 15, 1990. The GATT Sec-
retariat urged intensive negotiations on substantive re-
quests and offers, recognizing that the debate over for-
mula versus request/offer procedures had taken up a 
great  deal of dme.1 to In response, bilateral tariff nego-
tiations between participants were held throughout the 
year By May 1990, some 36 "offer lists" had been ex-
changed. 111  At the July TNC, the chairman called for 
improved offers on both tariff and nontariff measures. 
He set October 15 as the deadline for advancing specif-
ic offers on all products. He also advised joint meetings 
of the groups11  involved in market access negotiations 
to reduce uncertainties over where to table offers. 113 

 By Fall 1990, tariff proposals had reached 45 offer lists 
(the EC as a single offer) and 24 request lists. Several 
mostly Southeast Asian couniries 114  announced im-
proved offers pending the outcome of the Round. The 
United States said it would table a comprehensive offer 
October 15 and would intensify bilateral negotiations 
through November 15. 115  

At the initial joint meeting in September 1990 of 
market access groups, the EC noted that tariff offers 
varied widely and that tariff bindings alone were not 
sufficient. It called the exclusion of whole sectors such 
as textiles in some offers worrisome. 116  Some said 
these variations reflected different development ley- 

1°7  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

1  the President of the United States on the Trade Agreements 
rant, 1991, p. 33. 

1121Ul The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P . 2. 

1°9  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
the President of the United States on the Trade Agreements 

1991, p. 33. 
° The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P. 3 - 

in GATT. "News of the Uruguay Round of Multilateral Trade 

Neq?liaG6A9rIc"legssfOlfea
tisiee No. 36, June 1, 10, p. 

	Trade 
Negotiations," press release No. 39, July 30, 1990, p. 4. The 
groups involved are the Negotiating Groups on Tariffs, Non-Tariff 
Measures, Natural Resource-Based Products and Tropical 
Products. 

113  GATT, "News of the Uruguay Round of Multilateral Trade 

NeilVaGliA°14,"gesZsOlfetisiee  t 43us9Y1t2c!f9Z4°,;ltibitew Trade 
Negotiations," press release No. 41, Oct. 9, 1990, p. 7. Hong 
Kong, 

GATKILakewN  s claYthenti 
Thailand. 

	of Multilateral Trade 
press release No. 41, Oct. 9, 1990, p. 7. 

Ibid. p. 8-9. 

9 



els: 117  others felt that the slow progress reflected un-
certainty over product coverages 18  because of the insis-
tence on a request/offer procedure by the United States, 
compared with a formula-cut approach used in pre-
vious Rounds. 119  

The comprehensive U.S. offer tabled in October 
1990 reflected the U.S. approach of combining tariff 
and nontariff measure concessions in all sectors includ-
ing agriculture and textiles. 12° A major portion of the 
U.S. offer included a proposal originally submitted in 
March 1990 to eliminate all tariff and nontariff mea-
sures in certain sectors in exchange for reciprocal treat-
ment by particular trading partners, known as "zero for 
zero" initiatives. 121  By October, the sectors proposed 
by the United States for such initiatives included phar-
maceuticals and certain chemicals, beer and distilled 
spirits, furniture, toys, wood, paper, bicycle parts, con-
struction equipment, aluminum and certain lead, cop-
per and zinc products, electronics including semicon-
ductors, medical equipment, computers and computer 
equipment, and steel. 1  During November discussions, 
U.S. negotiators determined that the sectors of greatest 
interest to other countries among these initiatives 
would be the nine sectors the United States later pro-
moted at the Brussels ministerial conference: beer, 
fish, construction equipment, electronics, pharmaceuti-
cals, paper, wood, non-ferrous metals, and steel. How-
ever, while a framework agreement on pharmaceuticals 
was reached among developed countries at the Brussels 
conference, few other countries showed much interest 
in other initiatives. 123  As of January 1991, participants 
were unwilling to negotiate further on market access 
until formal resumption of the Round. 12A 

Nontariff Measures 

In 1990, the Negotiating Group on Non-Tariff 
Measures (NTMs) used the request/offer approach in 
the context of the overall market access negotiations to 
achieve reductions in nontariff barriers, plus a second 
approach of developing stronger multilateral rules. Ini-
tial request lists were submitted by March 15, 1990, 
and initial offers responding to these lists were returned 
by May.I25  As part of the market access negotiations 
combining tariff with nontariff offers, Australia and 
Uruguay proposed "binding" NTM concessions so that 
future measures would not nullify the concessions 

117 ibid.  
118 	 d.  
119 ibid.  
12° USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreements 

Progr
Program, 1991, p. 33. am, 

 The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P . 4. 

122 

123  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

12' The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar 1, 1991, Annex 
P. 

 
P.S. 

125  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 34, Feb. 23, 1990, P. 10.  

granted. The United States also proposed preventing 
NTM concessions from being nullified later. 126  By 
July, 32 NTM request lists and 5 NTM offer lists had 
been presented. 

Negotiations on other nontariff issues during 1990 
centered around drafting multilateral rules on preship-
ment inspection (PSI) and rules of origin. Preshipment 
inspection is used by certain developing countries to 
verify the quality, quantity, or price of goods in the ex-
porting country before shipment. 127  During the year, 
the United States circulated its draft agreement aimed 
at preventing trade distortions caused by PSI, as did the 
EC text. 128  The EC suggested membership in the 
GATT Customs Valuation and Import Licensing Codes 
should accompany a PSI agreement. 129  Countries such 
as Zaire that use PSI argued that it may enhance trade 
by minimizing overinvoicing or underinvoicing and 
evasion of tax and customs duties. On rules of origin, 
the EC and Japan13° each tabled new proposals. The 
EC supported speedy work to harmonize the various 
national regimes on rules of origin. The United States 
and Japan suggested two goals for the group: (1) to 
develop basic principles for an agreement on rules of 
origin and (2) to agree upon technical work to be done 
by the Customs Cooperation Council (CCC). 

By the Brussels conference, tentative agreements 
had been reached on PSI and rules of origin.131 The 
agreement reached on PSI would impose mandatory 
guidelines on private fums inspecting shipments 132  to 
notify exporters of all PSI requirements, thereby im- 

126  The US. ppl1aann would incorporate NTM concessions into 
national tariff schedules. Future micas affecting these conces-
sions would be notified first to a proposed market access 
committee so that consultations could be undertaken with affected 
patties. Ibid., press release No. 41, Oct. 9, 1990. p. 74. 

122  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Pro

ra
am, 1991, p. 34. 
 The EC text suggested that to reduce possible trade 

distortions, PSI be foregone in cases of low-value shipments, 
prices determined by open tendering procedures, commodities 
with wide or frequent price fluctuation, shipments of larger 
"tun-key" contracts, and proven cases of trustworthy exporters. 
Trade distortions resulting from PSI fall into four categories: 
(1) delayed shipments and increased administrative costs, (2) ro-
ta:trot of confidential business information, (3) price verification, 
and (4) lack of dispute settlement procedures or other a 
process. For further information, see Michael Casella, 	-Ship- 
ment Inspection," Uruguay Round Update, Sep. 1989, p. 4-7. 

129  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 35, Apr. 19, 1990, p. 15-16. 

12° Ibid., press release No. 34, Feb. 23, 1990, p. 11-12. The 
EC proposed as a basis for discussion the Kyoto Convention, 
f 	entitled the 1973 International Convention on the 

' 	' and Harmonization of Customs Procedures. The EC 
plan would cover only tronprefererund trade and seek agreement 
only on principles, leaving actual work on different rules of origin 
to be done later in the Customs Cooperation Council (CCC). The 
plan proposed a committee on rules of origins. Japan proposed a 
plan with a number of points in common, suggesting that a 
committee on roles of origin be established and studies by the 
CCC be requested. 

131  Louis J. Murphy, "Brussels Ministerial Inconclusive: GAIT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

132  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 34. 
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proving "transparency." The PSI agreement also aims 
to protect confidential business information, to avoid 
delays in inspection, and to prevent use of price verifi-
cation as leverage to reduce contract prices. A joint dis-
pute settlement mechanism will be run by the Interna-
tional Chamber of Commerce and the Interna-tional 
Federation of Inspection Agencies (IFIA) to resolve 
disagreements between exporters and PSI agencies. 
Panel decisions will be binding. Notification, review, 
and consultation provisions are also contained in the 
agreement's dispute settlement mechanism. However, 
the TNC has not yet approved the final text of the 
agreement pending the final Uruguay Round outcome. 

The final form of the agreement on rules of on 
was similarly left pending the Round's conclusion." 3 

 Parts I and H of the tentative agreement contain princi-
ples and disciplines for applying all non-preferential 
rules of origin. 134  Part III requires publication of new 
rules or changes to existing rules of origin at least 60 
days before they take effect and includes dispute settle-
ment procedures with notification, review, and consul-
tation provisions. The agreement would also create a 
GATT Committee and a Customs Cooperation Council 
(CCC) Technical Committee on rules of origin. Part IV 
sets out a work plan on harmonization of origin rules, 
to be completed within 3 years following the Uruguay 
Round. These results would becomes binding annex to 
the GATT agreement on-  common rules of origin to be 
used for all nonpreferential situations. Disciplines on 
preferential rules are also included in an annex. 

Tropical Products 
During 1990, negotiations on tropical products 

were incorporated into the market access negotiations, 
although some provisional concessions to developing 
countries had been made as part of the Mid-Term Re-
view. 135  

Participants tabled further tropical products offers 
in March 1990 along the lines agreed at the Mid-Term 
Review: 136  

(a) elimination of duties on unprocessed prod-
ucts; 

(b) elimination or substantial reduction of du-
ties on semi-processed and processed prod-
ucts, eliminating or reducing tariff escala-
tion; and 

(c) elimination or reduction of all nontariff 
measures affecting trade in these prod- ums.137 

133  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

134  Nonpreferential rules are used to determine MEN status, 
and are applied in antidumping, countervailing duty, government 
procurement cases and the Moe. 

1" USTR, 1991 Trade Policy Agenda and 1990 Anatol Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 35. 

13.  GAIT, "bEd-Term Meeting,"41(1N.DICIII, Apr. 21, 1989, 
p. 14. 

137  GAIT, "News of the Uruguay Round of Multilateral 'Dade 
Negotiations," press release No. 34, Feb. 23, 1990, p. 10. 

The group agreed that offers to reduce tariffs would 
be based on rates applicable at the start of the Round. 
Participants would also have a period in which to as-
certain that offers met the terms agreed at the Mid-
Term Review. Related concessions in other market-ac-
cess offers were to be fully considered. 138  

Of the 48 offers made by fall 1990, most industrial 
country offers met the 33 percent reduction goal, 
whereas developing country offers were modest tariff 
reductions or tariff bindings. 139  Final agreement on 
tropical products at the Brussels conference was post-
poned, with results on agricultural tropical products 
tied to resolution of the agriculture negotiations and re-
sults on industrial tropical products tied to negotiations 
in the tariffs and nontariff groups. 14° 

Natural Resource-based Products 
The Natural Resource-Based Products Group has 

complemented other groups in the market access nego-
tiations, monitoring agreements in other groups, 141 
rather than concluding separate agreements on natural 
resource-based products (NRBP). The group focused 
on three sectors-fisheries, forestry, and non-ferrous 
metals and minerals-although the United States. 
brought up energy resnurces 142  and Australia raised the 
issue of coal subsidies and their impact on trade. 143 

 The EC singled out issues of double-pncing144  and ac-
cess to fishing grounds. By Fall 1990, there were 29 
various submissions concerning natural-resource-based 
products notified under the request/offer procedures 
agreed in the market access group, seven requests and 
three offers specifically in the NRBP group and the 
others in the tariff or the nontariff measures groups. 145 

 Progress on natural resource products will be incorpo-
rated into the agreements concluded in the tariff and 
nontariff negotiations and also in the agreements cover-
ing improved GATT rules. 146  

Textiles and Clothing 
Discussions in the Negotiating Group on Textiles 

and Clothing accelerated during 1990. The group's 
stated aim is to develop a basis for integrating world 
textile trade-currently governed by bilateral agree- 

in 	pp. 10-11. 
130 	 of Commerce, Uruguay Round Update, 

SepialiTissin.:5).4
t 

 41!50.iphy 
 , "Brussels Ministerial Inconclusive: GAIT 

Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

141  Louis J. Murphy, "Brussels Ministerial Inconclusive: GAIT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Burmese America, vol. 112, no. 1, Jan. 14, 1991, p. 11. 

142  MIR, 1991 Trade Policy Agenda and 1990 Annual Report 
the President of the United States on the Trade Agreements 

1991, p. 35. 
GAIT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 35, Apt 11, 1990, p. 15. 
144  Ibid.,press release No. 36, June 1, 1990, p. 6. Described by 

the EC as local producers obtaining raw materials below world 
market price. Another use considered was restrictions to export 
of raw materials from resource-abundant countries in order to 
promote domestic processing. 

142  GATT, "News of the Uruguay Round of Multilateral Trade 
Nelaisions," press release No 41, Oct. 9, 1990, p. 8. 

446  The President of the United States, Report to the Congress 
on the &tension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 6. 
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• 	, 	• 
ments.:negotiated under, the. Multifiber Arrangement 
(MFA) into the. GATT. 147  The, MFA, agreed; to • in 
1974 under GATT auspices, has been extended. three 
times, currently expiring on July 31, 199•1 Debate in-
tensified in 1990 over whether to integrate textiles into 
the GATT over a transition period based on the MFA or 
whether to use an alternate approach. 148  The prefer-, 
ence of most participants was for an. MFA-based ap-
proach 'that conflicted with the U.S. global quota ap• 
proach.149  

Proposals were presented in 1990 by Canada,'" 
Japan,' and • the United States, 152  with the three 
working closely on key issues. 153  The United ,•tates 
sought alternatives to the MFA-based approach, such as 
tariff-rate quotas and in particular global quotas. 154 

 Most other participants, however, reportedly preferred 
progressive liberalization of the -MFA itself tothe.U.S. 
approach, which they said would lead to an initial in-
crease in trade restrictions as textile exporting countries 
not presently subject to MFA limits would come under 
the global quota.' 55  Developing countries further queS-
tioned -whether increased competition among suppliers 
that was supposed to result as a consequence 'of global 
quotas would be matched by adjustments in the Omes . 

 tic textile industriei of ,importing countries.156  PropOs7. 
al.fliy • die International Textiles and Clothing Burean 
(Iraa), 157  ASEAN participants, 158'and the FrC159  set 
out a transition mechanism based on the MFA. 16° 

147  GATT, "Ministerial  Declaration on the'Utuguaylound," 
M/NDEC, September 20, 1986, p. S. • 	- 

141/Ibid., Annexp. 8. 	•-; 
ma UM, 1991 Trade Policy Agenda and.1990 Annual Report • . 

of the President of the United States of the ;Trade Agreements 
ProLrom; 1991, p. 35. ' 

GATT, "News xi the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 35, Apt 11; 1990,.p:.11. Canada 
proposed ending the MFA on July 31, 1991, with special 
safeguard measures under an amended GATT article /CDC (the 
"escape clause") to deal with anticipated increases in textile 
imports. These special measurers would include. two derogations: 
an MFA' based maiket dinupticii standard, rather than i serious 
injury .standard' as useellor safeguard measures imder!GATT 
article /CM and no required compensation: 

.151.Tbid.Oress release. No. 34, I Feb..23,•1990, pp. 6-7. While 
Japan proposed ending the MFA on its scheduledluly 31, 1991, 
expiration date, it GATT transitional safeguard measures 
beyond standard GAIT safeguards, with NI integration of textiles 
under the GATT expected ty the end of •1999. . • 

152 	7. The United States proposal set out a 10-year 	• 
transition period begiimingJan. 1, 1992 to allow fOr trade and 
domestic industry adjustments. A globalqUota'and tariff-quota 
system was proposed. The global quour, would have tivoparts1 
(1) import quotas allocated specifically to townies. with existing 
bilateral agreanenes, and (2) an wiellotaterl-glithal import quo a. 
Wald textile trade would be integrated into the GATT in a 
m"'disettmina=1. way by shifting one-tanth of the country 
allocations in 	year of the transition period to the global .„ 
import quota. The tariff quota would aperate,on the same time • • 
schedule but would permit imports beyond the.global quota limit 
at hither tariff rates. -  

2.3s The President of the United Slates, Report to  the tangles*: 
on the Extension of fast Traci Procedures, Mum 1, 1991, Annex 
P. 9- 

155  GATT, "News of the Uruguay. Round of Multilateral Trade , 
Negotiations," press release No. 34, Feb- 23, 1990, 

156  ibid. 

The fourcentral issues discussed in 1990 were (1) 
how to phase out MFA restrictions; (2) how to phase 
air other restrictions on textiles not consistent with 
GATT rules; (3) what kind of safeguard mechanism 
should be,available during the transition period; and (4) 
how would these new commitments be monitored. The 
length :of transition period to allow for textile trade 
based on the GAIT was another major issue, with pro-
posals Suggested for five, eight and ten years.161 

The chairman's report to the July 1990 TNC re-
view was in essence a compendium of the four posi-
tions tabled during the year—the U.S., Canadian, EC, 
and ITCB proposalt—reflecting the group's continued 
di4ergence over an MFA-based or a global quota ap-
proach. 162  The chair text also included possible mea-
sures to strengthen GAIT rides and disciplines in the 
textiles sector. 63  The TNC chairman pointed out that 
this split was impeding progress in the group despite 
the "vely:  :wide support" for the MFA-based ap-
proach. ; • 

In late November 1990, the group agreed on a text 
that aimed •  at the eventual integration of textiles into 
the GATT based on strengthened rules and disciplines 
andirtransition .period based on the MFA. 165  Although 
textile :  negotiations at the Brussels conference made 
some informal progress, they ended without agreement 
largely, due to the impasse elsewhere at the Brussels 
meeting over, agricultural reform. 166 167  Nonetheless, 
participants have agreed to focus on the substantive is-
sues when discussions resume.'" These issues in- 

157  Ibitl,,preas. release No. 38, July 16, 1990, p. 9. The ITCB 
comprises '2:i *cadmic- -r*Ji developing countries. The ITCB 
plm•iviuldphise out the MFA'over the six years to Dec. 31, 
1997. All quotas world be lifted on certain products following the 
expiration of the•MFA on July 31, 1991. Remaining restrictions 
would be removed in four stages depending on a product's degree 
of processuig. 

-191 ,Indonesia. Malaysia, the Philippines, Singapore and 
Thailand  preseated.i transitional arrangement closely akin to•the 
TTCB plia, but instead with a transition through the year 2000. 

UdallI' la  bid. The EC plan would immediately integrate certain 
productr frito dieGATT. Remain rag restrictions would be 
progressively phased cut in stages by reducing some percentage 
of the volume remaining under restrictions. 

160  The President of the United States, Report to the Congress 
on the Extension. of Fast Track Procedures, Mat 1, 1991, Annex 
P . 961 haeritational Trade Reporter, "Consensus emerging for 
10-year phase out of MFA in Uruguay Round textile negoti-
ations," vol. 7, no. 48, Dec. 5, 1990, p. 1829. 

162  Deputpunt of Commerce, Uruguay Round Update, 
Sep. 19901, p. 3. 

le Ibid. 
1" GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," Press Release No. 39, July 30, 1990, p. 4. 
165  The Plesident of the United States, Report to the Congress 

on the Exteasion.of Fast. Track Procedures, Mar. 1, 1991, Annex 
p. 10. See also International Trade Reporter, "Plan to phase-out 
multi-fiber arrangement covering textiles reached, GATT sources 
say" 

166 Louis 
:11;r 13,47:  Nov.  Zs1990irinilsrert 

sive: GATT 
Talks Su:panda:110 'Allow.Countties to Reflect on Positions," 
Business ,America; vol. 112, no. 1, Jan. 14, 1991, p. 12. 

167  The President of the United States, Report to the Congress 
on the Eutension-of Fast TrackProcedures, Mar. 1, 1991, Annex 
p. 10. 

1611Ibid. 
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dude duration of the transition period, growth rates for 
existing and new textile import quotas, product cover-
age, safeguard provisions during the transition, and 
how stronger GATT rules relate to the transition mech-
anism. 169  

Agriculture 
In 1986, trade ministers called attention to the "ur-

gent need" for reform of world agricultural trade in the 
Puma del Este Declaration 17° and, by the Brussels min-
isterial conference in December 1990, fundamental dis-
agreement continued over how to do so. 171  Agricultur-
al reform is one of the major objectives for many par-
ticipants_,172  such as the United States and the Cairns 
Group11-3  of agriculture exporting nations, 174  and the 
paramount issue for some, such as Latin American 
countries participating in the Round. 175  The concerted 
involvement of these other countries in the agriculture 
negotiations underscores the importance they attach to 
this subject and belies the frequent characterization of 
the agriculture talks as simply a debate primarily be-
tween the United States and the EC. 176  

The Negotiating Group on Agriculture spent the 
first half of 1990 in intense discussions over the techni-
cal features of the eight comprehensive Roposals sub-
mitted to the group by the end of 1989. 1-n The United 
States and the Cairns Group sought reform through 
specific reduction commitments in each of the three 
main areas under discussion: (1) domestic support pro- 

p 
grams,

s 
 (2) import access barriers, and (3) export subsi-

dies  

In contrast, the EC, Japan, and other countries, 179 
 sought to focus reduction commitments on domestic 

support programs through the use of a common mea-
surement (an "aggregate measure of support" or 
AMS) 1 " that would not specify policy-specific com- 

169 ibid.  
1" GATT, "Ministerial Declaration on the Uruguay Round," 

M1NDEC, Sep. 20, 1986, p. 6. 
171  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President .  of the United States on the Trade Agreements 
Program, 1991, p. 37. 

172  Ibid., p. 36. 
173  Ibid. Members of the Cairns Group are Argentina, Austra-

lia, Brazil, Canada, Chile, Colombia, Hungary, Indonesia, 
Malaysia, New Zealand, the Philippines, Thailand, and Uniguay. 

114  International Trade Reporter, "Cairns group rejects 	 s 
farmproposal, says it is 't 	table for negotiations,'" voL 7, 
no. 45 	14, 1990, p. 1727. 

I" U.S. Delesation Hills, Yeutter, Mosbacher, DeAmtent), 
"GATT Ministerial U.S. Briefing Transcript," No. 5, Brussels, 
Dec. 7, 1990, p. 2. 

176  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P. 33. 

177  Ibid., Annex pp. 35-37. For a discussion of agriculture 
and subnussions in 1989, see USITC, Operation of the 

proposal Program, 41st Report, 1989, USITC publication 
2311 .September 1990, pp. 25-27. 

1 "'USIR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 36. 

163  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mac 1, 1991, Annex 
p. 36. An AMS is designed to measure support to agriculture,  

mitmems. 18I This would leave these countries with 
greater flexibility to reduce overall support as they 
chose, rather than be required to reduce support under 
specific policies such as export subsidies or import 
quotas. The group also debated what internal support 
policies might be permitted. 182  

The group chairman tabled a mid-year compromise 
text covering the three main issues—internal support, 
import access, and export competition—where funda-
mental disagreement was still evident. 183  The paper 
proposed reduction commitments in each of these three 
areas, employing the "tariffication" concept's origi-
nally advanced by the United States, and addressed the 
need for agreement on sanitary and phytosanitary 
(S&P) measures in agriculture." )  A separate working 
group on S&P measures had been established in the fall 
of 1988 to develop strengthened GATT rules for these 
measures. 186  (See following section on Working Group 
on Sanitary and Phytosanitary Regulations and Barri-
ers.) Although the EC would not accept the chairman's 
text as the basis for negotiation, participants in the 
group did agree it would serve to intensify negoti-
ations. 187  

Discussions in fall 1990 focused on improved rules 
and disciplines for agriculture. 1" The issue of safe-
guard measures for agriculture arose in discussing mar-
ket access, with exporting countries generally prefer-
ring safeguards triggered by changes in import volume 
but importing countries preferring ones based on im-
port price changes. 1" 

In October 1990, the United States tabled its com-
prehensive proposal for agriculture, calling for specific 
reductions over 10 years in each of the three areas. 1" 
Internal support measures would be reduced 75 percent 
for commodity-specific policies and 30 percent for oth-
er trade-distorting measures. Export subsidies for pro-
cessed agricultural products would be cut 90 percent 
over 10 years, and eliminated after 6 years. Market ac-
cess would be liberalized by converting quantitative 
import restrictions to tariffs and then lowering these 

t of Commerce, Uruguay Round Update, 
Sep,_147 .11;17.11  

GAIT, "News et the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 38, July 16, 1990, p. 11. For 
example, government aid for research, pest inspection and control, 
disaster relief, and domestic food aid could be agreed possibly as 
permitted suppttrt. 

eitt  
1" Tarifficatice is the conversion of all nontariff quantitative 

restrictions into tariff barriers to make clearer the total costs 
facing importers and exporters and to remove the absolute volume 
constraint associated with quotas. 

to The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 37. 

1m Ibid., Annex p. 41. 
161  Depress= of Commerce, Uruguay Round Update, 

Sep. 1990, p. 4. 
116  GATT, "News of the Uruguay Round of Multilateral Trade 

Negoeiations," press release No. 41, Oct. 9, 1990, p. 1. 
19  Ibid., pp. 2-3. 

1" USTRY'Unieed States Submits Agriculture Proposal in the 
Uruguay Round," press release no. 90.59, Oct. 15, 1990. 
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tariffs by 75 percent, not to exceed a ceiling of 50 per-
cent ad valorem. 191  This offer is not comparable to the 
previous EC offers that would reduce support for these 
categories a nominal 30 percent over 10 years from a 
1986 base and make no specific commitment to reduce 
export subsidies or market access baniers. 192  

At the Brussels conference, a compromise proposal 
developed to bridge the gap between the U.S. and EC 
positions appeared to most participants to be a starting 
point for negotiations. 1 " It provided in essence for a 
30 percent reduction in each of the three areas over 5 
years based on 1990. 194  However, the EC, joined by 
Japan and Korea, rejected this compromise text as a 
basis for negotiation.'" The agriculture talks broke 
down completely once this position was affirmed. The 
Cairns Group as well as others walked out of the agri-
culture negotiations,'" and discussions in all other ne-
gotiating groups in the Round ground to a halt. 197  

Working Group on Sanitary and Phytosanitary 
Regulations and Barriers 

Regulations to protect human, animal, or plant life 
or health-known as sanitary and phytosanitary regula-
tions-can significantly restrict world agricultural 
bade if applied in an arbitrary or discriminatory man-
ner. To minimize these adverse effects, the Working 
Group on Sanitary and Phytosanitary. (S&P) Regula-
tions and Barriers was formed to develop an 'S&P 
agreement that would set out a basis for international 
agricultural standards. The group met in May 1990 to 
examine proposals concerning the objectives of an 
S&P agreement, possible disciplines, and harmoniza-
tion of national S&P measures with those developed by 
relevant international organizations, as well as to dis-
cuss concepts underlying agreement on agricultural 
health regulation.'" 

ten USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Promos's, 1991, p. 36. 

"z International Trade Reporter, "European Conummity 
proposal on agriculture presented at Uruguay Round trade 
negotiations in Geneva, Nov. 8," vol. 7, no. 45, Nov. 14, 1990, 
pp. 1747-1761. 

193  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, March 1, 1991, 
Annex p. 40. 

1" International Trade Reporter, "Working paper for draft 
agreement cm agriculture trade proposed by Uruguay Round 
agriculture negotiating group chairman Mats Hellstrom," vol. 7, 
no. 49, Dec. 12, 1990, p. 1905. 

1" ,The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
P- 40. 

1" Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 

1" The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 40. See also International Trade Reporter, "US., others blame 
EC for failure in. Brussels to agree on new rules to govern world 
trade," vol. 7, no. 49, Dec. 12, 1990, pp. 1876-1878. 

13° GATT, "News of the Uruguay Round of. Multilateral Trade 
Negotiations," press release No. 36, June 1, 1990, p. 7. The 
concepts discussed include acceptable level of risk, principles of 
equivalency, national treatment and nondiscrimination, transparen-
cy, and disease-free versus infected areas. 

These proposals helped the group to draw up a 
14-point draft S&P agreement, which also covered in-
spection procedures, mutual recognition of test and in-
spection results, and processing and production meth-
ods (PPMs). 199  Technical assistance, special and dif-
ferential treatment, consultations and dispute settle-
ment, and the possible final form of the agreement 
were addressed in the draft. 200  

The draft agreement aims to distinguish S&P mea-
sures that protect public health• and safety from those 
acting as hidden trade barriers 201  The draft text would 
have participants agree that scientific principles and ev-
idence would be the basis for health-related agricultural 
regulations.2°2  It would urge regulatory agencies to use 
international standards, while permitting stricter , na-
tional standards if needed. 2'93  The draft agreement 
would also contain provisions to encourage recognition 
of national measures that are equivalent, of disease-free 
and pest-free zones, and would make use of GATT dis-
pute settlement procedures agreed in the Uruguay 
Round.2°4  

Issues not yet agreed to include whether other con-
siderations should affect S&P regulations and approv-
als (exemplified by the EC "fourth criterion" 2°5  of so-
cial welfare needs) and whether the right to national 
approlluocedures for setting tolerances should bq in-
cluded. 

GAIT Articles 
In 1990 	Negotiating Group on GATT Articles 

discussed jw 2" article II (Schedules of Concessions), 
article XII (Restrictions to Safeguard the Balance, of 
Payments), article XVII (State Trading Enterprises), ar-
ticle XVIII (Governmental Assistance to Economic 
Development), article XXIV (Territorial Application-
Frontier Traffic-Ctistoms Unions and Free-Trade 
Areas), article XXV (Joint Action by the Contracting 
Parties), article XXVIII (Modification of Schedules), 
article XXXV (Non-Application of the Agree- 

1" Many of these issues are also being addressed innegoti-
ations on the Standards Code in the Negotiating Group on MTh 
Agreements and Arrangements. However, issues on agricultural 
standards are 'being discussed primarily in the agriculture .  group. 

z° GA1T,'"News of the Uruguay Round of Multilateral Trade 
Negotiations," presi release No. 36, June 1, 1990, p. 7. . . 

2°1  The President-of the United State* Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 42. 

202  Ibid., Annex p. 41. 
203  lid., Annex p. 42. 
20$ Ibid. 
206  US. and EC regulatory agencies base their product 

approvals and mandatory standards requirements on evaluations of 
evidence demonstrating the three criteria of safety, efficacy, and 

. In addition, sane within the EC Commssion and the - 
Parliament have'proposed a "fourth criterion" of social 

and economic factors or "socio economic needs." United States 
Government Task Force on the EC Internal Market, "Hannoniza-
tiOn of.Heahh and Safety Measures," EC 1992: An Assessment of 
Economic Policy Issues Raised by the European Community's. 
Sing Market Program, May 1990, pp. 21-23. 

*ay Ibid. 
261  Department 'of Commerce, Uruguay Round Update, Sep. 

1990_,aip. 5-6. 
20 11 	"News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 35-44, various dates and pages. 
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ement between particular Contracting Parties), and the 
Provisional Protocol of Application (PPA).2  

The group announced draft decisions and provi-
sional agreements on a number of GATT articles: ar-
ticles II:1(b), XVII, XXV:5 and the PPA, XXVIII, and 
XXXV. However, reform of the balance-of-payments 
provisions under GATT articles XII and XVIII, sought 
by the United States and other industrial countries, has 
been checked by strong resistance from developing 
countries who make use of these provisions and re-
mains at an impasse.210  

Article II (Schedules of Concessions) 
In June 1990, negotiators announced agreement on 

improvements in article II concerning national tariff 
schedule concessions.211  This provisional agreement, 
pending the Uruguay Round's conclusion, requires all 
"other duties or charges" facing traders to be recorded 
in schedules of GATT concessions and bound at the 
level prevailing at the date of agreement of the Uru-
guay Round Tariff Protocol, in accordance with article 
II:1(b). 

Article XII (Restrictions to Safeguard the Balance 
of Payments) and Article XVIII (Governmental 
Assistance to Economic Development) 

In an effort to help reform GAIT balance-of-pay-
ments (BOP) provisions, the EC proposed in 1990 ad-
ditional criteria for resort to GATT articles XII and 
XVIII:B.212  The EC suggested that import restrictions 
taken to improve the balance of payments should be 
based on standardized prices rather than on quantitative 
restrictions. Price-based restrictions are generally con-
sidered less trade-distorting than the quantitative re-
strictions often used by developing countries under 
GATT BOP provisions. Price measures such as import 
surcharges, for example favor domestic producers who 
base import substitution on price competition while 
quantitative restrictions that simply limit import vol-
ume extend blanket protection to inefficient and effi-
cient producers alike. The EC also proposed that the 
GAIT Committee on Balance-of-Payments Restric- 

269  The Provisional Protocol of Application pertains to 
founding members of the GATT who agreed in 1947 to apply the 
General Agreement provisionally so that it could be brought into 
effect immediately, despite domestic legislation in these countries 
that conflicted with some of the agreement's provisions. GATT, 
"News of the Uruguay Round of Multilateral -Trade Negotiations," 
Press Release No. 43, Nov. 2, 1990, p. 3. The name "grandfather 
clause" is often applied to these laws that predate the GATT. 
which are exempt from possible conflict with provisions of the 
General A 	The countries signing the Provisional 
ProtocolofApplication were Austraha* Belgium, Canada, France, 
Luxembourg, the Netherlands, the United Kingdom, and the 
United States. Countries acceding to the GATT since 1947 have 
adopted similar accession protocols to "grandfather" their 
domestic legislation. For a further discussion of the PPA, see 
Kenneth W. Dam, The GATT: Law and International Economic 
Organiuttion, University of Chicago, Chicago, IL, 1970, 
p. 341-344. 

21° The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 14. 

211  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 37, June 19, 1990. 

412  Ibid., press release No. 35, Apr. 11. 1990. p. 9.  

lions actively promote trade liberalization plans. The 
EC plan would also promote domestic industry in de-
veloping countries by relaxing certain penalties pres-
ently under article XVIII:C. 

Many developing countries took the position, how-
ever, that there was no evident abuse of article XVIII to 
warrant stronger disciplines. 213  As a consequence, no 
substantive negotiations have occurred on BOP re-
form,214  with some developing countries, such as Bra-
zil and India, refusing to negotiate entirely on this is-
sue.215  There was no text on BOP reform for negoti-
ation at the Brussels meeting, although some countries 
reportedly may reconsider their opposition as part of a 
final Uruguay Round package.21  

Article XVII (State Trading Enterprises) 
In August 1990, negotiators announced provisional 

agreement on stronger GATT disciplines and surveil-
lance of state trading enterprises (STEs) to counter 
their possible adverse effects on trade. 217  Under the 
agreement,218  a standing GATT working party would 
be established to which contracting parties will notify 
their STE activity. 219  The working party will review 
these notifications, as well as counter-notifications by 
other members, to ensure that government measures af-
fecting imports or exports of private traders are carried 
out in a nondiscriminatory manner. 

Article XXIV (Territorial Application-Frontier 
These-Customs Unions and Free-Trade Areas) 

Discussions on article XXIV, which govern the for-
mation of customs unions and free-trade areas, focused 
initially on proposed Japanese changes to the article. 220  
Japan sought to ensure that these preferential trading 
arrangements, having actually liberalized trade, would 
create a mechanism to assess adverse trade effects to 
nonmembers. 

By the time of the Brussels conference, the group 
had negotiated a draft decision that interprets article 
XXIV provisions, although not all participants have 
fully agreed.221  These preferential trading arrange-
ments must eliminate duties and restrictions between 
members on "substantially all trade" under 

213  Ibid., pp. 8-10. 
214  UM, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreements 
Proiram, 1991, p. 38. 

415  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Man 1, 1991, Annex 
p. 14-15. 

216  Ibid., Annex p. 15. 
217  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 40, Aug. 1, 1990. 
s International Trade Reporter, "Uruguay Round negotiators 

on GATT articles reach agreement on state trading entities," 
vol. 7, no. 33, Aug. 15, 1990, p. 1274. 
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article XXIV, which the draft decision would require be 
completed within 10 years except for unusual , circum-
stances. The decision also clarifies the procedure ac-
cording to which members forming a customs union 
may raise bound tariff rates. The decision would also 
permit parties outside these arrangements to examine 
these groupings in greater detail. 
Article XXV:5 (Joint Action by the Contracting 
Parties) and the Provisional Protocol of Application 

Article XXV provides for GATT contracting par-
ties to waive an obligation under the General Agree-
ment of a particular member in exceptional circum-
stances. The Provisional Protocol of Application (PPA) 
allows certain founding members of the GATT to 
maintain national legislation inconsistent with parts of 
the General Agreement, thus operating in a manner 
similar to a waiver. 222  Countries acceding to the GAIT 
since the 1947 PPA have adopted similar so-called 
"grandfather clauses" in their accession protocols for 
legislation that predates their joining the General 
Agreement. 

While participants in the negotiating group gener-
ally agreed on the need for stronger GAIT disciplines 
for new waivers, there was no agreement on action to 
end existing, open-ended waivers. There was a strong 
support, however, for ending "grandfather clauses" un-
der the PPA and other accession protocols. The group 
also discussed the elimination of other derogations and 
exceptions under accession protocols. 223  

In November 1990, the group announced a drift 
decision on article XXV:5, and on the Provisional Pro-
tocol of Application. 224  The decision on waivers would 
have GATT members set out the exceptional circum-
stances that warrant a waiver, along with its terms, con-
ditions, and expiration date. An annual review would 
take place for waivers longer than a year, at which time 
GAIT members would decide to extend, modify, or 
end the waiver. The draft decision on the Provisional. 
Protocol of Application states that this derogation from 
the General Agreement would expire at an agreed date. 
Several participants have clearly stated that the .  draft 
decisions on article XXV:5 and the PPA are contingent 
on results achieved in the other Uruguay Round nego-
tiating groups.22  For example, final U.S. acceptance 
of this decision will be conditioned directly on the re-
sults of the agriculture negotiations, since the draft de-
cision would eliminate the U.S. waiver for agricultural 
import restrictions.226  

Article XXVIII (Modification of Schedules) 
GATT members seeking to change their tariff 

schedules from previously agreed rates must enter into 
article XXVM negotiations with principal supplier 

222  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 43, Nov. 2, 1990, p. 3. The PPA 
operates like a waiver, allowing national legislation among PPA 
signatories to continue in conflict with the General Aveentent. 

223  GATT, "News of the Uruguay Round of Mulb. ,  Trade 
Nelolialios, 

Ibid.,  
press release 

press 
	36, June 
 1 .43, 	,1.919909.°' P. 5.  

223  Ibid., press release No. 41, Oct. 9, 1990, p. 3. 
226  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 16.  

countries to determine appropriate compensation. 227 
 Negotiators in 1990 reached a draft agreement that 

would expand the GATT-designated right to negotiate 
this compensation to include, in addition to the country 
with the "principal supplying interest," countries for 
which the product is most important in terms of the 
ratio of exports affected to its total exports. 228  The 
"principal supplying right" to negotiate compensation 
for tariff changes is currently made on the basis of 
trade shares in the importing country's market. 

Group discussions leading up to this decision ex-
amined a Swiss proposal that would give greater con-
sideration to developing countries that are dependent 
on one or only a few exports when article XXVIII ne-
gotiations arise. In November 1990, negotiators an-
nounced a draft agreement along these lines, giving 
countries whose exports are significantly affected by 
article XXVIII tariff changes the right to renegotiate 
concessions along with the principal supplier originally 
determined by the GATT Contracting Parties. The im-
pact of a changed tariff concession will be measured by 
the ratio of a country's exports affected to its total ex-
ports. The agreement suggests using trade projections 
to help determine principal supplier rights for new 
products when data are insufficient. 23° The draft agree-
ment also indicates how to calculate compensation in 
cases where tariff, concessions are replaced by tariff-
rate quotas 231 

Article XXXV (Non-Application of the Agreement 
Between Particular Contracting Parties) 

During 1990, the United . States presented a propos-
al designed to quicken the process of accession to the 
General Agreement, a move brought on by the bur-
geoning number of countries applying for GATT mem-
bership in recent years. 

Accession to the GAIT involves both multilateral 
negotiation of a protocol of accession in a GATT work-
ing party, and bilateral negotiations over tariffs. GAIT 
members negotiate individual sets of bilateral tariff 
concessions with the applicant, and these schedules are 
consolidated in turn into a single GATT schedule ap-
pended to the draft accession protocol for consideration 
by the GATT Council. 

Should any individual GAIT member be dissatis-
fied with these initial tariff negotiations, it may retard 
continuation of the applicant's accession. The U.S. pro-
posal would allow accession and bilateral tariff negoti-
ation to continue simultaneously by invoking article 
XXXV, which allows a GATT member to withhold 
benefits under the GATT from the applicant until satis-
factory tariff negotiations are completed. In November 
1990, this proposal was accepted as a draft agreement 
by the negotiating group pending the outcome of the 

223  Ibid. 
226  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiation," picas 
: releasIeioN.°3 435 

	1. 471. 2, 1990, 11pr;  

23° Ibid., 
231  Department of Commerce, Uruguay Round Update, 

Sep. 1990, pp. 5-6. 

16 



Uruguay Round,232  although some countries have 
asked for additional time to review its effect. 233  

Safeguards 

The debate in the Negotiating Group on Safeguards 
in 1990 centered on two issues: whether or not to per-
mit signatories to apply safeguard measures selective-
ly; and whether the agreement should cover so-called 
"grey-area" measures. 234  Safeguard measures under 
GATT article XIX (Emergency Action on Imports of 
Particular Products) allow GATT members to suspend 
or withdraw concessions on imports when increased 
imports cause or threaten serious injury to domestic 
producers.235  

Also known as the "escape clause," article XIX al-
lows a country to protect its domestic industry from 
injurious increases in imports provided that the safe-
guards taken are applied in a nondiscriminatory manner 
and that any affected country may ask for compensa-
tion or retaliate in response/JD So-called "grey-area" 
measures that restrict trade selectively, such as volun-
tary restraint agreements (VRAs), have increased as a 
result because they are not subject to GATT oversight 
or rules.237  

Although the issue of selective safeguards has been 
debated throughout the Round, the EC proposal in Jan-
uary 1990 was the first tabled for a GATT-sanctioned 
selective safeguard.238  Few supported the EC proposal; 
many countries argued that it would favor larger traders 
and leave smaller industrial or developing countries at 
a disadvantage because they would be unable to with-
draw any concessions significant enough to act as com-
pensation. The provision in the EC proposal that al-
lowed for exporters subjected to selective safeguards to 
request inclusion of other unaffected exporters met 
with particular criticism 2 39  

The INC chairman pointed out at the July 1990 
INC review that selective safeguards was a prime 
point of contention.240  He suggested that proponents 
of selective safeguards should bear the burden of proof 
that it would strengthen the multilateral trading system. 
The chairman also pointed out the prevalence of safe-
guards in the form of "grey-area" measures and 

232  GATT, "News of the Uruguay Round of Multilateral Trade 
Negations," presstroelfe:ithsee  No. 43, Nov..2161990,z1.1L 

Congress 
 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 17. 

u For example, see GAIT "News of the Uruguay Round of 
Multilateral Trade Negotiations," press release No. 39, July 30, 
1990 p. 5. 

2‘3  GATT, Basic Instruments and Selected Documents, vol. 
Geneva, 1969, pp. 1-78. 

236  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
ProLram, 1991, p. 38. 

The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 17. 

136  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 34, Feb. 23, 1990, pp. 2-3. 

4" Ibid., pp. 3-4. 
240  Ibid., press release No. 39, July 30, 1990, pp. 5-6.  

called for consideration of using the GATT dispute 
settlement mechanism when a member felt disadvan-
taged to establish whether such measures conform to 
the GATT. 

Negotiations progressed during 1990 on the basis 
of a compromise text put forward by the chairman?" 
It proposed that all safeguard actions take place on a 
nondiscriminatory, MFN-basis, but without requiring 
compensation or permitting retaliation against these 
safeguards during a short timespan. 242  Agreement on 
most technical issues had been reached prior to the 
Brussels ministerial. The draft agreement negotiated by 
that time included criteria for determining serious inju-
ry or threat of injury as well as criteria for linking seri-
ous injury with increased imports.243  The text details 
notification procedures for initiation of safeguard in-
vestigations, for injury findings, and for safeguard ac-
tion taken, with a public investigation and report re-
quired. Interested GATT' members have the right to 
consultations and to receive detailed information on the 
measure being considered. A safeguards committee 
will be created to oversee such measures. 

During the Brussels meeting, negotiators debated 
incentives to induce governments to use GATT safe-
guard measures rather than circumvent them through 
use of VRAs.244  Most of the group supported a 3-year 
maximum duration for suspending compensation and 
retaliation if governments use article XIX safeguards 
based on MFN treatment.245  The EC offered to aban-
don its proposals for selectivity in return for certain 
concessions by other participants that would permit 
"quota modulation." Quota modulation would require 
applying quantitative restrictions based on MFN treat-
ment, but allow an importing government to restrict 
certain suppliers more than others when allocating quo-
ta shares. However, the majority of participants con-
tinued to insist that any safeguard action be nonselec-
tive.247  As a result, the group remained deadlocked at 
Brussels over the issue of applying safeguard actions 
selectively.248  On technical issues, the text agreed at 
Brussels includes stronger GATT prohibitions against 
"grey-area" measures, and creates a schedule for phas-
ing out current grey-area measures. 249  However, nego-
tiations will continue on the duration of the phaseout 
period.250  

241  Department of Commerce, Uruguay Round Update, 
Sep. 1990, p. 8. 

242  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 38. 
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Business America, vol. 112, no. 1, Jan. 14, 1991, p. 12. 

247  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
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MTN Agreements and Arrangements 

The Negotiating Group on MTN Agreements and 
Arrangements has aimed to improve, clarify, or expand 
a number of the Codes of conduct negotiated during the 
Tokyo Round MTN.251  The group has been holding 
discussions on five separate Codes: Antidumping, 
Customs Valuation, Import Licensing, Standards, and 
Government Procurement. 

In October 1990, the negotiating group announced 
provisional agreements on three of these Codes—Cus-
toms Valuation, Import Licensing, and Stan-
dards—ending the conclusion of the Uruguay 
Round. 

 

However, 1990 negotiations on the other two 
Codes fared less well, with state, municipal, and pri-
vate procurement becoming an issue once again in the 
Government Procurement Code 253  while negotiations 
remained deadlocked between industrial and develop-
ing countries over a number of issues including the is-
sue of circumvention of antidumping duties. 

Antidumping Code 

The negotiating group has been attempting to re-
vise the rules covering unfairly traded goods under the 
Tokyo Round Antidumping Code. 254  Negotiations 
have been split between countries that want to retain 
the existing Code but strengthen it with provisions cov-
ering circumvention, and countries that seek to con-
strain the use of antidumping measures by major coun-
tries and reform antidumping procedures. 6  This sharp 
division has prevented participants from developing a 
single text as a basis for negotiations, either for the 
INC review in July 1990266  or in time for the Brussels 
conference in December 1990. 267  

The United States, with support from Australia, the 
EC, and New Zealand, has pressed for strengthening 
the current Anti-Dumping Code with provisions cover-
ing circumvention and repeat dumping, as well as pro-
visions to improve antidumping procedures?" Other 
countries, such as Hong Kong, Japan, Korea, the Nor-
dic countries, and Singapore, have sought to make 

251  GATT, "Ministerial Declaration on the Uruguay Round," 
M1NDEC, Sep. 20, 1986, p. 7. 

252  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations,"

/ate Fess  Trade R Nepo;rt4er2, "US.24officials deny EC 
allegations that U.S. is blocking procuranent talks," vol. 7, 
no. 50, Dec. 19, 1990, pp. 1921-1922. 

254 ISTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 

PnIrsa'Ael9p92;i/. 9.  President the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mat 1, 1991, Annex 
p. 21. 

256  Department of Commerce, Uruguay Round Update, 
Sep. 1990, pp. 6-7. 

257  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Proir_arn, 1991, p. 39. 

Al' 5  The President of the United Sates, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 21.  

changes in the Code that would curtail the use of anti-
dumping remedies by the countries with strong anti-
dumping legislation, such as Australia, Canada, the EC, 
and the United States, and reform the antidumping pro-
cess generally.259  

Discussion in early 1990 focused on technical is-
sues, such as application of provisional or preliminary 
antidumping (AD) measures, definitive or final anti-
dumping duties, repeat dumping, improved transparen-
cy, and circumvention of AD measures.269  The group 
also covered procedures for AD determinations, judi-
cial review of AD cases, dispute settlement, and treat-
ment of least developed countries. 261  

However, participants in the group remained so di-
vided on these issues that the chairman's text for-
warded to the July TNC review contained, rather than a 
single negotiating text, a synopsis of all proposals sub-
mitted by group members with a note that the chairman 
would issue a revision of the chair text in August 
1990.263  

The chairman's text contains provisions that com-
pletely redraft the Antidumping Code. 264  It contains 
methodological changes on how industry standing is 
determined; use of product life- or business-cycle pric-
ing to calculate dumping margins; how injury to the 
domestic industry is determined; how dumping margins 
are to be calculated; and automatic expiration of out-
standing AD orders, as well as addressing repeat dump-
ing and circumvention.266 266  

At the Brussels conference, the group remained 
deadlocked with no agreed text for further negoti-
ations.267  The United States stated clearly that, while 
it seeks to clarify and strengthen the Code's rules and 
procedures, it would not agree to amendments that ef-
fectively undermine the present Code's fundamental 
antidumping remedy.268  

Customs Valuation Code 
Talks during 1990 on customs valuation focused on 

the issue of under- and over-valuation. 269  During the 

259  Bid. 
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year, several developing countries270  presented propos-
als that aimed to shift the burden of proof from export-
ing to importing countries in cases where the declared 
value of goods entering customs was suspected of be-
ing under- or over-valued. 271  

In October 1990, the negotiating group announced 
that additional texts had been agreed to help apply the 
Tokyo Round Agreement on Customs Valuation, or 
Customs Valuation Code. 272  One text allows customs 
officials to ask importers for additional evidence to es-
tablish proof of declared import values in cases where 
fraudulent or incorrect values are suspected. Another 
allows developing countries to keep valuations fixed 
officially (which would otherwise contravene the 
Code) during a transition period. The text also calls for 
the Customs Cooperation Council to help developing 
countries establish im valuation in cases of sole 
agents or distributors. 

Import licensing Code 

The negotiating group continued informal discus-
sions274  on the Import Licensing Code during 1990 
aimed at improving market access for both industrial 
and developing countries. The group announced agree-
ment on a revision of the Code in October 1990, pend-
ing conclusion of the Uruguay Round.275  

The revision requires signatories to publish all nec-
essary information on import licensing requirements, as 
well as notify the Committee on Import Licensing of 
any changes to licensing procedures. It also sets limits 
on the time needed to process licensing applications 
and the number of licensing authorities needed to ob-
tain a license, ensures that automatic licenses will be 
granted within 10 days, and ensures that nonautomatic 
licensing procedures are not extended to other products 
arbitrarily.276  The Committee on Import Licensing will 
also have a greater role in reviewing licensing proce-
dures.27 ►  

Standards Code 

In the first half of 1990, the negotiating group dis-
cussed numerous proposals put forth to help revise the 
Agreement on Technical Barriers to Trade, commonly 
known as the Standards Code?" Canada proposed the 
clarification of the term "unnecessary obstacle to trade" 
by using specific language as to when technical mea-
sures were necessary to safeguard the environment, 

27° India and Kenya. Kenya represented the Preferential Trade 
Area (PTA) consisted of Eastern and Southern African countries. 

271  GAIT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," Press ReleatgNiz2,  3•11,1 .9  

lbid., press release 	
011 1i 19099.0, pp. 4-5. 

No. 
 

273  Ibid., p. 4. 
274  Ibid., press release No. 38, July 16, 1990, p. 5. 
275  Ibid., press release No. 42, Oct. 24, 1990, p. 3. 
276  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mu 1, 1991, Amex 
p. 26. 

277  GATT, "News of the Uruguay Round of Multilateral Trade 

Negistrs."  1991 142; Oct  aUrki 1199:Annual Report 
inclIgeraphresident of the United States on the Trade Agreements 

1991, p. 39.  

public health and safety, or consumer interests. Other 
group discussions covered conformity assessment pro-
cedures, processes and production methods (PPMs), 279 

 dispute settlement, transparency in standards develop-
ment,

es 
 and a Code of good practice for standardization 

bodi.280 281  
By the July 1990 TNC review, the group had devel-

oped a negotiating text covering (1) expanded disci-
plines on conformity assessment procedures, 282  (2) 
processes and production methods (PPMs), and (3) im-
proved transparency.283  

In October 1990, the group announced a compre-
hensive revision284  of the Code285  pending the out-
come of the Uruguay Round. Disciplines on conformi-
ty assessment procedures have been extended from 
testing and certification to all other procedures that 
judge conformance to a standard or re_g _ulation, such as 
inspection or laboratory accreditation. 28° Processes and 
production methods are covered more fully by amend-
ing the definitions of standards and technical regula-
tions to include them. Transparency in developing stan-
dards is covered by a Code of good practice that calls 
for notification of standards under development by 
non-central government bodies and an opportunity for 
outside comment. The group agreed that bilateral and 
multilateral agreements on standards must also be noti-
fied.287  

Disagreement remains, however, on a number of 
elements, some of which will depend on resolution of 
differences in other negotiating groups. 288  Disciplines 
on agricultural standards, being developed in the Nego-
tiating Group on Agriculture, will need to await the 
outcome in that group. Similarly, revisions to the 
Code's dispute settlement provisions will depend on 
conclusions reached in the Negotiating Group on Dis-
pute Settlement 289  In addition, the United States is 
concerned that the Code of good practice under discus-
sion will impose an undue burden on private stand- 

"' Regulations covering processes and production methods 
(PPMs)sinicify the way a product is made, not just its final 
characteristics. 
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ards bodies.290  The Brussels conference also failed to 
resolve disagreement over the level of obligation for 
state and local governments developing and applying , 

standards, technical regulations, and conformity asses-
sment procedures. 291  

Government Procurement Code 
Negotiations on government procurement have 

been conducted separately in the Committee on Gov-
emment Procurement, where talks to expand and im-
prove the Code had begun before the Uruguay Round 
Negotiating. Group on MTN Agreements and /mange-
ments was created.292  Discussions taking place in the 
Uruguay Round negotiating group have been limited 
primarily to an EC proposal to help with the accession 
of nonmembers, such as developing countries,293  al-
though these talks have proved inconclusive."4  The 
EC plan aimed at establishing a mechanism that was 
hoped would facilitate accessions to the Procurement 
Code by clarifying its costs and benefits . 295  Other sub-
jects discussed included a Korean proposal to permit 
developing countries to enlarge procurement offers in 
stages, and an Indian suggestion to allow new Code 
members to accede without the required consensus. 296  

Negotiations in the Committee on Government 
Procurement haveproceeded in conjunction with the 
Uruguay Round,2  with most Code members289  =- 
pectin to conclude discussions by the Round's conclu-
sion."' Participants have reached substantial agree-
ment on a number of areas, although several issues 
where strong disagreement remain block a fmal agree-
ment.")  Signatories have agreed to extend the Code to 
cover central government procurement , in additional 
areas, to cover significant subcentral government pro-
curement, to extend the Code to services contracts in-
cluding construction, and to set up a local bid challenge 
system for each sipatory and a better discipline on 
"offset" practices. 3w 

2" USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
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41"1  Ibid. 
292  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 26. 

2" Department of Commerce, Uruguay Round Update, 
Sep. 1990, p. 8. 

2" The Presidmt of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Maz 1, 1991, Annex 
P. 28- 

2" GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 38, July 16, 1990, P.  5. 

• Department of Commerce, Uruguay Round Update, 
Sep. 1990, p. 8. 

737  International Trade Reporter, "Government procurement 
code talks proceed independently of Uruguay Round," voL 7, no. 
49, Dec. 12, 1990, p. 1895. 

298  The President of the United States, Report to the'Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 26. Members of the Agreement on Government Procurement 
are Austria, Canada, the EC, Finland, Hong Kong, Israel, Japan, 
Norway, Singapore, Sweden, Switzerland, and the United States. 

299  Ibid. 
KO ibid.  
301  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
pp. 26-27. Offset practices are instances in which bidders are 

However, negotiators reached an impasse 302  large-
ly between the EC and the United States over the issue 
of procurement by private firms as well as the contract 
threshold over which the. Code's disciplines apijiply303 

 The EC has insisted that expansion of the Code3u4  en-
compasses procurement disciplines on private firms in 
the teletommunications and electric utility sectors. 305 

 The United States has responded that private firms are 
outside the scope of the Agreement on Government 
Procuremeneu° The United States also seeks to lower 
the threshold amount for procurement contracts that are 
considered under the Code from its present $172,000 to 
$65,000.307  The EC however has offered to continue 
with the. current threshold for most contracts and to ex-
tend the.Procurement Code only to telecommunications 
contracts over roughly $600,000 and to electric equip-
ment contracts over $450,000. 308  

At the Brussels conference, the Negotiating Group 
on MTN Agreements and Arrangements agreed to clar-
ify, but not change, the present accession procedures 
for the Government Procurement Code . 3u9  However, 
more time and technical discussionm will be required 
to resolve the differences between the U.S. and EC pro-
posals for expanding Code coverage to utility sec- 
tors.311 

Subsidies And Countervailing Measures 

The question of how to exert greater multilateral 
discipline over subsidies which have an impact on trade 
and attempts to narrow the application of the code have 
been.the competing poles of discussion in the Uruguay 
Round: The Negotiating Group on Subsidies and Coun-
tervailing Measures continued to debate proposals in 
1990 in the context of the "traffic light" approach 

"1-Continued 
required to offer concessions that are likely to provide additional 
benefits to the domestic economy in the country that is tendering 
for procurement bids. Also, see ch. 2 of this OTAP for further 
information on the Government Procurement Code. 

3°2  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 40. See also International Trade Reporter, 
"US. officials deny EC allegations that U.S. is blocking procure-
ment talks," vol. 7, no. 50, Dec. 19, 1990, pp. 1921-1922 

303 . The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 27. 

3" International Trade Reporter, "European Community 
proposes wider access for foreign bidders in public procurement," 
vote 7 no. 32, Aug. 8, 1990, pp. 1227-1228. 

3U5  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 40. 

3" The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 27. 
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agreed to at the Mid-Term Review. 312  This approach 
divides subsidies into three categories: (1) prohibited 
subsidies (red light); (2) permitted subsidies that may 
be nonetheless countervailed if they are shown to dis-
tort trade (yellow light); and (3) permitted subsidies 
that are not actionable under the GATT or national leg-
islation (green light). 

Export subsidies are a prime example under the 
prohibited category. The current Subsidies Code's illus-
trative list of export subsidies has been incorporated 
into the negotiating group's text, with some modifica-
tion, to continue to prohibit those export subsidies al-
ready considered detrimental to world trade under the 
Code.313  

While the group generally agreed that export subsi-
dies fell into the "red light" or prohibited category, 
there was widespread dispute during the year over the 
possible scope of acceptable domestic subsidies. By 
yearend, "green light" or permitted subsidies had been 
narrowed down to four types of programs: regional 
development, research and development structural ad-
justment, and environmental protection. 14  The United 
States continued to object to the breadth of these cate-
gories. 

A significant theme during the group negotiations 
has been the juxtaposition of certain industrial coun-
tries, such as the United States and the EC, seeking 
stronger rules on subsidies and on circumvention of 
subsidy rules in contrast to other countries, such as Ja-
pan and Korea, that are seeking tighter rules on the use 
of countervailing duties under current subsidy rules. Ja-
pan and Korea have also been eager to see the group 
expand the list of "green light" or permitted subsidies. 
In early 1990, the United States proposed that the 
GATT Subsidies Code be updated to prevent circum-
vention of countervailing duties by (1) shipment of 
parts and components to an importing country for as-
sembly; (2) assembly in a third country; and (3) techni-
cal product changes to circumvent a countervailing 
duty order. Additional group discussion covered a U.S. 
proposal to expand the list of prohibited subsidies, 315  a 
Canadian proposal to limit countervail* duties to 
only the so-called "net-subsidy" amount, 310  a Japanese 
proposal to include certain domestic subsidies on the 
list of nonactionable subsidies,317  and an EC pro- 

312  For a discussion of the group's deliberations following the 
Mid–Tenn Review, see USITC, Operation of the Trade Agree-
ments Program, 41st Report, 1989, USITC publication 2317, 
September 1990, pp. 30-31. 

313  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
pp. 19-20. 

314  Ibid., Annex p. 20. 
313  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 35, Apr. 11, 1990, p. & The U.S. 
plan called for prohibiting subsidies to export oriented finns or to 
firms with more than a certain percentage of total production 
going to exports. 

316  Ibid. The Canadian net subsidy concept proposed basing 
countervailing duties on the difference between the subsidy 
granted to the import being dutied and any subsidy granted to like 
products made in the importing country. 

317  Ibid. Japan proposed again that generally available 
subsidies (i.e. open to all companies) and subsidies with specific 
social or economic policy goals (such as structural adjustment  

posal to require developing countries to show greater 
discipline over the use of subsidies. 318  

A number of proposals, primarily by developing 
countries,319  focused on more restrictive rules for 
countervailing duty action (CVD). These proposals 
called for greater consideration of the public interest in 
injury determinations, limits on CVD duration through 
an automatic "sunset" clause, and a requirement that 
duties assessed be only what is needed to offset the 
injury to domestic industry.320  Korea advanced a pro-
posal to limit the scope of actions subject to counter-
vailing duties.321  

The group chairman issued a draft agreement by 
mid-year based on the three agreed categories and their 
ability to distort trade. The prohibited subsidy category 
included those already prohibited under the GATT Sub-
sidies Code, plus those that require a certain level of 
export performance or that discriminate in favor of do-
mestic goods over imported ones. The actionable subsi-
dy category included government subsidies to particu-
lar firms, whether financial, income, or price support 
subsidies. These would be subject to countervailing du-
ties should they injure a domestic industry producing 
hie goods, impair GATT benefits, or seriously preju-
dice the interest of another GAIT signatory. The chair-
man's text advanced quantitative criteria based on rate 
of subsidization and export performance to help deter-
mine whether a measure results in "serious prejudice." 
The permitted subsidy category in the draft text in-
cluded those subsidies that are generally available, 
those that do not benefit a specific enterprise, or those 
that are specific to regional development programs. 
These regional programs must be notified in advance to 
the Subsidies Committee, be depressive in nature (i.e. 
decrease over time), and be limited to a certain number 
of years.322  The United States suggested the inclusio-
nof two subsidy-like practices: 343  industrial target-
ing324  and two-tiered pricing 325 

317—Continued 
measures, research and development, and regional assistance) 
should be exempt from antisubsidy action. 

316  Ibid. The EC argued that advanced developing countries 
should subscribe fully to obligations under any revised GATT 
Subsidies Code, as should other developing countries for sectors 
in which they are competitive in world markets. 

319  Ibid., press release No. 36, June 1, 1990, p. 3. These 
proposals  were advanced by Canada, Hong Kong, Egypt, India, 
Sing:art:land Korea. 

322  Ibid., press release No. 35, Apr. 11, 1990, p. 7. Korea 
believed that domestic subsidies should not be included under 
prohibited "red light" subsidies. For "yellow light" subsidies, 
Korea felt that three determinations must be made before taking 
CVD action, namely, (i) financial contribution by the government; 
(ii) how sector specific a subsidy is; and (iii) the subsidy's 
adverse effect on trade. Korea said government subsidies for 
socioeconomic objectives should not be countervailable, including 
structural adjustment aid, environmental pollution prevention, and 
subsidies that confer no special advantage on specific industries 
or firms. 

322  Ibid., press release No. 38, July 16, 1990, pp. 5-6. 
323  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 19. 

324  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 38, July 16, 1990, pp. 6-7. 
Industrial targeting is a practice according to which governments 
follow policies consistently aimed at benefiting certain industries 
or firms. 
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At the July TNC review, the TNC chairman 
pointed out that the draft agreement being worked out 
would need stronger rules and disciplines on both sub-
sidies and on countervailing duties. 26  By the fall, the 
group had revised the draft agreement to include notifi-
cation and surveillance procedures for subsidies and a 
proposal for a new Committee on Subsidies and Coun-
tervailing measures.327  Areas not yet included in the 
agreement were special and differential treatment for 
LDCs, dispute settlement procedures, and the form of a 
fetal agreement. 328  

At Brussels, the United States continued to push 
for the enlargement of the prohibited subsidy category 
and of the actionable subsidy category.329  Other par-
ticipants stressed the need for the expansion of the per-
mitted subsidy category to certain kinds of assis-
tance.33° By the final session, negotiators remained 
split over fundamental issues on how to improve subsi-
dy disciplines and dispute settlement procedures, par-
ticularly for domestic subsidies; on whether domestic 
subsidies in specific cases should be permitted; and on 
how 

 tries  . 33 
to apply these disciplines to developing coun-

1 

Dispute Settlement 

The Negotiating Group on Dispute Settlement 
reached agreement on interim changes to the GATT 
dispute settlement process at the Mid-Term Review. 332 

 These changes, to be reviewed upon conclusion of the 
Round, have speeded up dispute procedures so that the 
time from initial consultations over a panel request un-
til consideration of the panel report by the GAIT 
Council is a maximum of 15 months.333  

Since these changes were agreed, the group has fo-
cused on the delays in the dispute settlement process 
that result from the ability of a GAIT member under 
the current rules to block the requisite consensus need-
ed to advance from one stage in the process to the 

326  Ibid., p. 7. Two-tiered pricing is a term applied when 
domestic producers and processors can buy resource products and 
inputs at below world market prices. 

326  Ibid., press release No. 39, July 30, 1990, p. 
3" Ibid., press release No. 41, Oct. 9, 1990, p. 10. 
326  Ibid. The negotiating text discussed at Brussels did contain 

several appendices that touched on dispute settlement procedures 
in relation to commitments to be undertaken by developing 
countries. See The President of the United States, Report to 
Congress on the Extension of Fast Track Procedures, Mar. 
1,1991, Annex pp. 20-21; and GATT, "Draft Final Act Embody-
ing the Results of the Uruguay Rand of Multilateral Trade 
Negotiations," MTN.TNCIWI351Rev.1, December 3, 1990, 
pp. 129-130 and 133-134. 

326  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 12. 

330  Ibid. Also see International Trade Reporter, "U.S. has 
option of regional trading bloc if Uruguay Round fails, Mosbach-
er sgsiivdo.  L 7, no. 48, Dec. 5, 1990, p. 1838. 

332  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 38. 

 GATT, "Mid-Term Meeting," WIN.7AIC111, Apr. 21, 1989, 
pp. 24-31.  

next.334  Presently, a single member may block the con-
sensus needed to request a panel, to adopt a panel's 
findings, and to authorize retaliation for not complying 
with a panel report or its recommendations. 335  For all 
practical purposes, this procedure allows the party 
ruled against to prevent adoption of the report and rec-
ommendations against it. This shortcoming has resulted 
in parties to disputes taking unilateral retaliation when 
multilateral recourse is frustrated. 

In 1990, the United States and the EC both pursued 
aspects of the dispute settlement process that dealt with 
creating a standing list of trade experts from whom 
panels could be formed, expediting the review process 
for panel reports, speedier adoption of final panel re-
ports, and compensation or retaliation when panel re-
ports were not adopted or implemented in a timely 
fashion.336  The EC suggested the need for an appeals 
body, composed of trade experts and the GAIT Secre-
tariat, to review panel reports when onesarty felt the 
findings were incomplete or enoneous. 33 ' 

The central issues under discussion in the group 
were (1) panel report adoption, with possible appeal 
procedures; (2) panel report recommendations and im-
plementation; (3) compensation and retaliation; and (4) 
the linkage between strengthened multilateral dispute 
settlement rules and commitments by signatories to re-
frain from unilateral dispute settlement measures. 338  

Regarding the review process for panel reports, a 
number of participants expressed interest in the panel 
circulating an interim report for disputants only prior to 
general circulation to GATT members. 339  Disputants 
could then comment on the panel's initial conclusions, 
whereas now disputants receive only the report's fac-
tual portion and arguments of the parties prior to gener-
al circulation.34° 

The group also discussed the EC's proposal for a 
GAIT appellate body and appeals procedure for con-
tested panel findings. The group felt that once recourse 
to the appeals body had been taken, the resulting deci-
sion could be adopted with less than full consensus. 341 

 The group considered a drawback to the appeals proce-
dure was the danger of automatic appeals which could 
slow down the report adoption and the overall dispute 
settlement process 342 

The United States supported several provisions put 
forward by Canada that seek a more automatic dispute 
settlement process.343  The draft agreement discussed in 

334  USTR„ 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 39. 

"3  Ibid. 
336  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 35, Apr. 11, 1990, p. 17. 
37  Ibid. 

334 
334  Bid., press release No. 38, July 16, 1990, p. 8. 

340 Bid. 
341 ibid.  
342  mid. 
343  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreements 
Program, 1991, p. 39. 
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Brussels includes procedures that could result in auto-
matic report adoption, with appeal, and automatic right 
to compensation or retaliation should the losing party 
not comply with a panel report within a set time lim-
it.344  

The issue regarding unilateral dispute settlement 
measures involves concerns by other participants over 
the use of section 301 authority by the United States 
under the Trade Act of 1974. 345  Other countries seek a 
U.S. commitment to use the GATT dispute settlement 
process rather than U.S. section 301 provisions to de-
termine whether a violation of a GATT agreement ex-
ists.346  A number of participants including the EC and 
Japan347  also seek a U.S. commitment to exhaust 
GATT dispute settlement options before using section 
301 for practices that involve violation of the GATT. 348 

 The United States has responded that a more effective 
GATT dispute mechanism and strengthened GATT 
rules will mean less need to resort to section 301 ac-
tions.349  However, the United States asserted that a 
commitment to refrain from unilateral action would 
only be possible if clear rules eliminate the possibility 
of blockage or delay in the process. 3" 

At Brussels, informal discussions took place over 
outstanding issues.351  Discussions continued on "non-
violation" disputes, that is, disputes where benefits un-
der the GAIT are impaired but without any violation of 
the articles of the General Agreement 3Sz Final agree-
ment on stronger dispute settlement procedures is pos-
sible if group participants can allow various stages in 
the dispute settlement process to proceed without de-
lays typically instigated by the defending signatory. 
However, final agreement is conditioned on dispute 
settlement procedures being developed in other nego-
tiating groups.353  

Trade-Related Aspects of Intellectual Property 
Rights Including Trade in Counterfeit Goods 

At the outset of the Uruguay Round, the Negotiat-
ing Group on Trade-Related Aspects of Intellectual 
Property Rights, including Trade in Counterfeit Goods, 
focused on the appropriate scope for discussions. 354  

3" The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mat 1, 1991, Annex 
P- 29. 

3" Ibid., Annex p. 30. 
346  kid. 
347 	of Commerce, Uruguay Round Update, 

Sep. 14rinant  
348  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Max 1, 1991, Annex 
p. 30. 

3" Department of Commerce, Uruguay Remold Update, 
Sep. 1990, p. 10. 

35° The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 30. 

32  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 12. 

332  Ibid. 
333  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 30. 

334  Ibid., Annex p. 46.  

Participants from the developing countries in particular 
felt that talks on trade-related intellectual property 
(TRIPs) rights should be properly restricted to border 
measures to enforce laws against counterfeit trade-
marked goods and copyright piracy. 355  

However, because the United States sought strong 
minimum protection standards and effective enforce-
ment provisions that would lead to internal as well as 
border enforcement of intellectual property rights, 
TNC revised the group's negotiating mandate during 
the Mid-Term Review 3 56  In 1989, proposals were put 
forward on issues such as minimum intellectual proper-
ty standards and possible dispute settlement proce-
dures.357  

Although many developing countries insisted that 
only such narrowly defined subjects as counterfeiting 
and piracy were valid for discussion,358  some develop-
ing countries advanced proposals aimed at balancing 
intellectual property protection with LDC concerns 
over national development, for instance the proposal 
advanced by Mexico and tabled in 1990.359  Chile pro-
posed a World Intellectual Property Organization 
(WIPO) dispute mechanism that would decide whether 
internationally agreed standards on intellectual proper-
ty had been applied. If not, injured parties could re-
quest GATT dispute settlement to remedy possible tra-
de-related effects.360  

A number of draft legal texts361  were also tabled in 
1990 by the EC, Japan, Switzerland, and the United 
States,as well as agroup of 14 developing coun-
tries. The EC text 3w provided an overall approach 

333  bid. 
356  Bid., Annex p. 45. 
332  GATT, "News of the Uruguay Round of Multilateral Trade 

Negotiations," press release No. 33, Jan. 11, 1990, p.14. 
321  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Amex 
P. 46. 

333  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 34, Feb. 23, 1990, pp. 5-6. The 
plan was predicated on the strong dispute settlement mechanism 
procedure and trade secret protection likely to foster a legally 
secure environment for business and to encourage technology 
transfer to LDCs. Nonetheless, Mexico believed developing 
countries should receive special and more favorable treatment 
regarding intellectual property issues. This included shorter patent 
duration, a lon er transition to apply a TRIPs agreement, and 
teclmical and financial assistance. 

366  Bid., p. 6. 
361  The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 46. 

362 GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," Press Release No. 36, June 1, 1990, p. 7-10. The 
text by 14developing countries--Atgentina, Brazil, Chile, China, 
Colombia, Cuba, Egypt, India, Nigeria, Pakistan, Peru, Tanzania, 
Uruguay, and Zimbabwe—seeks full consideration of national 
development objectives in any intellectual property agreement. h 
proposes the recognition of sovereign right over intellectual 
property issues, particularly in areas of public concern such as 

nutrition, agriculture, and national security. The agreement 
would be implemented by the relevant international organization, 
for example, WIPO, as suggested by Chile, because these issues 
are not trade related. 

3e Ibid., Press Release No. 35, Apr. 11, 1990, pp. 12-14. The 
EC proposed adding GATT article DC-  bis stating that: (i) contract- 
ing= will provide effective and adequate protection of 

property rights to reduce trade distortions and barriers; 
lei) protection of intellectual property rights will not create new 
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for drafts presented later. The United States, Switzer-
land, and Japan tabled draft agreements that were simi-
lar in approach.364  The United States proposed to in-
corporate a TRIPs agreement into the General Agree-
ment, and based its provisions concerning enforcement 
of intellectual property rights, institutional matters, and 
dispute settlement largely on the EC text. 365  The U.S. 
draft did not seek to fully harmonize intellectual prop-
erty rights among participants, but rather sought only 
agreed obligations that would lead closer to harmoniza-
tion through changes in national laws. 366  The U.S. pro-
posal would use the economic rights provisions of the 
Paris and the Beme Conventions, administered by the 
WIPO, as a basis for such obligations. 367  The U.S. dif-
fered from the EC text about specific minimum stan-
dards of protection, for example, on appellations of ori-
gin.368  The Swiss proposal suggested amending the 
General Agreement to include a TRIPs agreement, 
which contains a detailed obligation for MFN treat-
ment, a phase-out of actions inconsistent with this 
MFN provision, and an exception for more favorable 
treatment of members in regional trading arrange-
ments.369  Japan proposed minimum standards of pro-
tection similar to those under the EC, U.S. and Swiss 
texts, with the exception of trade secrets." )  

In the second half of 1990, the group chairman de-
veloped a common text, incorporating,,major elements 
contained in the proposals outlined. 311  The text in-
cludes provisions for nondiscriminatory treatment and 
national treatment for intellectual property and pro-
vides protection for copyrights, geographic indications, 
industrial designs, integrated circuits, patents,trade-
marks, and trade secrets, although key differences re 

363—Continual 
barriers; and (in) domestic national laws will provide this 
protection as set out in an annex to the General Agreanent. 

The EC amen would have GATT members agree to the major 
provisions of the Paris Convention (for protection of intellectual 

) and of the Bane Convention (for protection of literary 
property) winks) as well as of the proposed GATTagreement 
on TRIPs. The EC annex would exempt customs unions and free 
trade areas from GATT principles of national and MFN treatment. 
It sets out minimum standards for copyright and related rights, 
including computer programs; patents and tradanarks; geographi-
cal placenames, including appellations of origin; industrial designs 
and models; lay out designs of integrated circuits; and protection 
of undisclosed business information and other acts contrary to 
honest commercial practice. The EC annex sets out certain 
enforcement procedures and standard remedies to be made 
available. 

Disputes would be handled by regular GATT dispute 
senlenxart procedures. The ECpegiosal commits signatories to 
avoid taking unilateral action on TRIPS matters, and to alter 
domestic'  aw if need be to ensure this. Developing countries 
would receive assistance and longer transition periods to imple-
ment the agreement. 

36$  GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiation," Press Release No. 36, June 1, 1990, p. 8-9. 

3W  Ibid., p. 8. 
366  Ibid., p. 8. 
367  Ibid., p. 8. 
3s Did., p. 8. 
369  Ibid., p. 8. 
37°  Ibid., p. 8 9. 
371  Department of Commerce, Uruguay Round Update, Sep. 

1990, p. 9.  

main concerning a number of these areas. 372  The inter-
nal and border enforcement provisions in the text are 
largely agreed.373  

Although many technical issues were cleared up in 
forging this text, important issues remained unresolved 
at the time of the Brussels conference and require polit-
ical-level attention 374  These outstanding issues deal 
with the protection of intellectual property rights con-
cerning: copyright protection for computer software 
and patent protection for pharmaceuticals; trademark 
protection; geographic indications, such as wine appel-
lations of origin; industrial design protection according 
to U.S. or European standards; protection for trade se-
crets under a TRIPs agreement and possible enforce-
ment measures 375 

Trade-related Investment Measures 
The aim of the Negotiating Group on Trade-Re-

lated Investment Measures (TRIMs) is to examine 
GATT articles related to the trade-restrictive and trade-
distorting effects of investment measures and to elabo-
rate measures as needed to prevent adverse trade ef-
fects not covered under current GATT rules. 376  Two 
approaches by group members resulted from this man-
date: one approach from industrial countries was to 
draft rules that would prohibit investment measures 
that ran counter to either the letter or spirit of the Gen-
eral Agreement and the other approach from develop-
ing countries was to argue that only the trade-dis-
torting effects of investment measures should be pro-
hibited rather than the actual measures. 378  

Trade-distorting TRIMs identified by the group in-
elude local-content requirements; trade balancing re-
quirements; foreign exchange limitations; domestic 
sales requirements; and export performance require-
ments.37Y Industrial countries seeking to prohibit trade-
distorting TRIMs include Canada, the EC, Japan, New 
Zealand, the Nordic countries, Switzerland, and the 
United States.380  The developing countries who op-
pose prohibition of the investment measures outright 
are led by Brazil, Egypt, India, and the Philippines. 381  

372  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
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In January 1990, the United States presented the 
rust draft text agreement.382  The U.S. proposal would 
prohibit most trade-distorting investment measures, 
and pledge countries to apply investment measures on a 
nondiscriminatory basis. The United States proposal 
would establish a test to discipline the nonprohibited 
TRIMs,3" which would lead to prohibition of these 
investment measures were they shown to be trade-dis-
torting.385  The U.S. proposed prohibiting TRIMs that 
required a firm to use local goods (i.e. local content 
regulations); produce, sell, or export certain goods; 
transfer or license technology; or to export as a prereg 
uisite for access to foreign exchange or imports. 35° 
Other prohibited measures would be restrictions on 
producing certain goods or on using a given teclmolo-
gy.387  The proposal would allow LDCs to take longer 
to end prohibited TRIMs388  and would establish a 
standing TRIMs committee 389 

In June 1990, a group of 12 developing coun-
tries390  offered an alternative text that stressed the na-
tional development aims for which many of these in-
vestment measures are used. The declaration stated that 
TRIMS are legitimate governmental instruments to pro-
mote national development, that TRIMS should be al-
lowed to offset trade-restrictive business practices, and 
that the GATT's existing dispute settlement mechanism 
is sufficient to address adverse effects caused by 
nums.391 

At the July 1990 INC review, the INC chairman 
pointed out the absence of a single negotiating text, set-
ting out three issues that needed to be resolved (1) 
what are the current GATT obligations in the invest-
ment measures area, (2) what new disciplines need to 
be enumerated that are not already in the General 
Agreement, and (3) how to account for development 
considerations.392  

Subsequently, the negotiating group chairman at-
tempted an informal draft with fewer prohibitions, a 
longer transition period, as well as infant industry and 
balance-of-payments exceptions for developing coun-
tries 393  By October 1990, the text contained a defini- 
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Negotiations," Press Release No. 34, Feb. 23, 1990, pp. 1-3. 

W  Ibid. 
3.8  Ibid. 
389  Ibid. 
39° Ibid., press release No. 38, July 16, 1990, p. 10. Bangla-

desh, Brazil, Colombia, Cuba, Egypt, India, Kenya, Nigeria, 
Pakistan, Pent, Tanzania, Zimbabwe, with support from Qin& 

391  Ibid., pp. 10-11. 
in Ibid., press release No. 39, July 30, 1990, p. 6. 
393  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreements 
Program, 1991, p. 41. 

Lion of TRIMS, a confirmation of TRIMs prohibitions 
already contained under GATT articles, a new prohibi-
tion of export performance requirements, an effects test 
to discipline other investment measures, new excep-
tions for LDCs from disciplines already under the Gen-
eral Agreement, transparency provisions, and a pro-
posed TRIMs committee in the GATT to oversee the 
TRIMs agreement. 394  However, the developing coun-
tries continue to reject the concept of prohibiting in-
vestment measures outright. 395  

As the developing countries were able to prevent a 
chairman's draft text from being submitted to the Brus-
sels conference so were the industrial countries able to 
block a vastly simplified version.396  Nonetheless, in-
formal discussions at Brussels indicated that a basis for 
a TRIMs agreement was likely to emerge had the con-
ference continued. 397  Because developing countries ap-
pear increasingly interested in attracting investment, 
the LDCs appear willing to consider prohibiting invest-
ment measures that are clearly inconsistent with the 
GATT.398  Further negotiations on a TRIMs agreement 
are reportedly likely once developing countries can see 
benefits linked to concessions in other areas, such as 
agriculture-399  

Functioning Of The GATT System 

The Negotiating Group on Functioning of the 
GATT System (FOGS) had reached agreement by the 
Mid-Term Review on several group aims." In addi-
tion to inaugurating the Trade Policy Review Mecha-
nism (TPRM), participants agreed to hold meetings at 
the ministerial level at least every two years." The 
TPRM provides a system of national trade policy sur-
veillance under GMT auspices. The Secretariat con-
ducts regular reviews of the overall policy stance of 
each GAIT member to permit a collective evaluation 
of the impact of these policies on the world trade sys-
tem." Since the Mid-Term Review, the countries re-
viewed under the TPRM have been Australia, Canada, 
Colombia, Hong Kong, Japan, Morocco, New Zealand, 
Sweden, and the United. States." 

394  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 50. 

395  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Program, 1991, p. 41. 

3'.  The President of the United States, Report to the Congress 
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 50. 

WI  Ibid. 
398  Bid. 
399  Louis J. Murphy, "Brussels Ministerial Inconclusive: GATT 

Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14. 

441°  USTR, 1991 Trade Policy Agenda and 1990 Annual Report 
of the President of the United States on the Trade Agreements 
Protram, 1991, p. 39. 

GATT, "Mid-Term Meeting," M7N.TNC111, Apr. 21, 1989, 
pp. 33-36. 

4°2  GATT, GATT Activities 1988, Geneva, June 1989, p. 54. 
4a3  The President of the United States, Report to the Congress 

on the &tension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 31. 
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During 1990, the group considered proposals by 
the EC and Switzerland to encourage greater coherence 
in economic policies" and proposals by the United 
States for a small ministerial group to help guide the 
GATT's activities." The EC paper suggested a joint 
declaration by the three Bretton Woods institu-
tions—the GATT, IMF, and World Bank—on the need 
for greater coherence in trade, monetary, and financial 
policies made at the international level and for formal-
ized cooperation among them." The Swiss proposed 
developing an independent capability within the GATT 
to evaluate trade policies as another contribution to-
ward this aim.4137  The U.S. proposal for a small minis-
terial group would create a board of ministers that 
would act as a steering committee for the GAIT simi-
lar to the executive boards overseeing operations of the 
IMF and World Bank." The group also continued 
discussions of a joint proposal presented in 1989 to 
encourage the "transparency" of government policy-
making affecting trade. The group also developed re-
quirements for reviewing trade policies in least devel-
oped countries under the TPRM.41° 

At Brussels, little attention was paid to the remain-
ing issues in the FOGS negotiating group because of 
the agreements already reached at the Mid-Team Re-
view as well as of the attention required to other 
groups.411  The outstanding issues in the group are 
largely dependent on the outcome of the Uruguay 
Round in that they will need to be negotiated and im-
plemented as part of putting the other agreements into 
effect.412  These issues essentially would defile the 
GATT's future role and determine whether and how to 
set up a GATT steering committee, 413  to increase insti-
tutional cooperation and coherence between the three 
Bretton Woods institutions, and lastly, to initiate possi-
ble negotiations leading toward a new world trade or-
ganization (WTO).414  

4" GATT, "News of the Uruguay Round of Multilateral Trade 

NeLsciliatriA.  1991 Trade
release 

   Polity 
 35, 
	

p. 5.
Report 

of the President of the United States on the Trade Agreements 
Proparn, 1991, p. 39. 

• GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release N 5. 

• Ibid , press release No. 38, July 16, 1990, p. oi 35i Aq6"i9190 4. P4.  
" USTR, 1991 Trade Policy Agenda and 1990 Annual Report 

of the President of the United States on the Trade Agreement: 
Program, 1991, p. 39. 

" GATT, "News of the Uruguay Round of Multilateral Trade 
Negotiations," press release No. 33, Jan. 11, 1990, p.17. Australia, 
Canada, Hong Kong and New Zealand. 

410 bid, press release No. 35, Apt 11, 1990, p. 6. 
411  LOWS I. Murphy, "Brussels Ministerial Incondusive: GATT 

Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 13. 

412 
 

Ibid. 
413 The President of the United States, Report to the Congress 

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex 
p. 31. 

414 Louis  J. Murphy, "Brussels Ministerial Inconclusive: GATT 
Talks Suspended to Allow Countries to Reflect on Positions," 
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 13. Negoti-
ation of a world trade organization (WTO) would resume 
discussions following World War II about the General Agreement 
on Tariffs and Trade, which was intended to provide the commer- 

U.S. Western Hemisphere 
Trade Initiatives 

In addition to the Uruguay Round, the United 
States pursued three regional trade initiatives in 1990 
to support Latin America's economic reforms and to 
promote increased trade within the western hemi- 
sphere -415 : (1) the United States and Mexico took initial 
steps toward opening talks on a bilateral free-trad2e 
agreement (FTA); 41° (2) President Bush proposed a 
nonreciprocal trade preference initiative for the Andean 
countries of South America; and (3) President Bush 
proposed a broader program known as the Enterprise 
for the Americas Initiative for free trade, investment 
promotion, and debt reduction for all of Latin America. 

This section begins with an overview of economic 
conditions in Latin America417  during the 1980s and a 
summary of the key forces for change in the region. A 
discussion follows on Latin America's trade with the 
United States and the key trade-related policy reforms, 
including renewed interest in regional economic inte-
gration, announced or enacted in 1990. This section 
concludes with a discussion of the three U.S. trade ini-
tiatives that were advanced during 1990 to support Lat-
in America's economic reforms. 

Many Latin American countries made significant 
progress toward implementing market-oriented eco-
nomic reforms in 1990. A fundamental motivation for 
this change was the failure of the policies most Latin 
American countries pursued during the 1980s to pro-
mote growth and economic development. These poli-
cies discouraged foreign trade, gave government an ex-
tensive role in the economy, and failed to provide ade-
quate incentives for production. Chile, Colombia, and 
Mexico, which initiated economic reforms in the 
mid-1980s, were the furthestalong in overall economic 
and trade liberalization by the end of 1990. For other 
countries, the implementation of market-oriented re-
forms became possible only after the election of demo-
cratic leaders committed to encouraging foreign trade 
and reducing government management of the economy. 

414,....comineed 
cial policy provisions of the charter for the International Trade 
Organization (ITO). The ITO was to be one of the three intonat-
ional bodies helping to govern world economic affairs, along with 
the International Monetary Fund (IMF) and the Intonational Bank 
for Reconstruction and Development (IBRD) or World Bank but 
unlike the IMF and IBRD, the ITO was never agreed to by the 
U.S. Congress. The General Agreement came into effect nonethe-
less as an agreement separate from the larger institution because 
its provisions had already been signed in anticipation of ratifica-
tion of the ITO. 

415  For a more detailed discussion of the role of Latin 
America's economic reforms in US. 1990 trade policy initiatives, 
see Economic Report of the President (Washington, DC: Govern-
ment Printing Office, 1991). 

416  The United States signed an FTA agreement with Canada 
in 1988. During 1990, the United States, Mexico, and Canada 
consulted on the possibility of a trilateral FTA agreement. For 
additional information on the U.S.-Canadian PTA, see the 
discussion of Canada in chapter 4. 

417  The discussion which follows focuses primarily on the six 
largest Latin American economies: Argentina, Brazil, Chile, 
Colombia, Mexico, and Venezuela. Many of the observations are 
applicable to other countries of Central America, South America, 
and the Caribbean. The countries of the Caribbean Basin are 
discussed separately in ch. 5. 

26 



Overview: Latin America in the 1980s 
The 1980s, sometimes referred to as Latin Ameri-

ca's "lost decade,"418  were a decade of economic cri-
sis. Collectively, Latin American countries confronted 
their most severe economic crisis since the 1930s. 419 

 As a whole, the region faced the problems of stagnant 
economic growth, rising debt service burdens, adverse 
turns in global commodity prices, and net setbacks in 
terms of indicators including per capita GDP and the 
incidence of poverty.42° 

Economic growth slowed significantly (table 1). 
Latin America's six largest economies expanded by an 
average of only 1.4 percent annually during the 1980s 
compared with 5 percent growth during the 1970s and 
5.9 percent growth during the 1960s.421  Slower 
growth in the industrialized countries 422  dampened de-
mand for Latin America's commodity exports423  and 
led to reduced levels of overseas investment in Latin 
America. High world interest rates in the 19805 424  in-
creased Latin America's debt service payments. 425 426  
Latin America's foreign debt service problems reached 
crisis proportions. Many Latin countries followed the 
path of Brazil, the third world's largest debtor, and bor-
rowed abroad following the oil price increases of 
1973-74 and 1979-80.4-4i However, the loans were of 

• See for example John Williamson, The Progress of Policy 
Reform in Latin America (Washington, DC: Institute for Interna-
tional Economics, 1990), p. 1. 

419  IMF, "Policy Reforms Improve Economic Prospects for 
Latin America, According to IDB Report," IMF Survey, Nov. 12, 
1990 p. 342. 

4" For a more detailed analysis of the rise in poverty in Latin 
America during the 1980s, see International Bank for Ream:ruc-
tion and Development (World Bank), World Development Report 
1990 (New York: Oxford University Press, 1990). 

421  As growth in the formal or legal economy slowed, growth 
and employment in Latin America's underground economies 
mushroomed. This is documented in Hernando de Soto, The 
Other Path: The Invisible Revolution in the Third World (New 
York: Harper & Row, 1989) and "Black Economies in Latin 
America: Safe as Houses," The Economist, Nov. 12, 1988, p. 12. 

422  Real economic growth among the OECD nations slowed 
from an average annual rate of 3.6 percent in the 1970: to an 
average annual rate of 2.8 perms in the 1980s. The average 
annual economic growth rate in the United States declined from 
2.8 percent in the 1970a to 2.6 percent in the 1980s. OECD, 
Economic Outlook, 48, December 1990, p. 175, table RI. 

423  For additional information on the adverse impact on Latin 
America of shifting demand for commodities in industrialized 
countries, see discussion on commodities in chapter 3. 

424  Long term interest rates in the seven largest industrialized 
countries, whose financial markets largely determine world 
interest rates, averaged almost 10 	during the first half of 
the 19809, declining somewhaty after 1985. IMF, World 
Economic Outlook, May 1990, p. 138, table A15. 

425  According to World Btu* estimates, higher world interest 
rates added an additional S8 billion annually to Latin America's 
combined debt service requirements during the 1980s. World 
Bank, World Development Report 1990, p. 

• For more information on the impact of growth and interest 
rates in industrialized countries on Latin Amenca's economic 
roneormnuatre, see Inter American Development Bank (IADB), 

and Social Progress in Latin America, 1989 Report: 
Savings, Investment and Growth, Washington, DC, 1989, p. S. For 
information on the OECD's analysis of the impact of growth and 
interest rates in industrialized countries on developing countries, 
see disaission on the OECD Ministerial declaration in chapter 3. 

4" Gene Koretz, "Why Asian Countries Blossomed While 
Latin America Wilted," Business Week, Aug. 28, 1989, p. 16.  

ten used to support overvalued currencies, maintain 
high levels of consumption, finance private purchases 
of foreign assets, and fmance unproductive invest-
ments:12'1  Beginning in 1982, net capital outflows 
(profit remittances and interest payments) from Latin 
America exceeded net capital inflows. 429  By 1986, 
Latin America's total disbursed external debt exceeded 
$400 billion.4se Mexico's debt crisis was the earliest, in 
1982.431- By 1989, most of the large Latin debtors and 
several smaller ones had been forced to reschedule 
their foreign commercial bank debt on concessionary 
terms (some more than once). Several debtors, includ-
ing Argentina, Brazil, Colombia, and Venezuela, tem-
porarily stopped servicing their debt until rescheduling 
agreements could be arranged.432 During the  late 

 1980s, the accumulation of arrears became the main 
reason for the growth in the total indebtedness of Ar-
gentina and Brazil:133  Recognition of the intractability 
of Latin America's debt servicing problems 434  led to 
the U.S.-proposed Brady plan debt initiative. 435  

429  For a more detailed treatment of Latin America's use of 
debt capital during the 1980s, see USITC, "The Effect of 
Developing Country Debt Service Problems on U.S. Trade," 
investigation No. 332 234, USITC publication No. 1950, March 
1987. 

4" United Nations, Comision Economica pare America Latina 
y el Guile (CEPAL), Preliminary Overview of the Economy of 
Latin America and the Caribbean, 1990, December 1990, p. 33, 
table 16. 

4" IADB, Economic and Social Progress, 1989 Report, 
p. 503, table El. 

431 For a more detailed discussion of Mexico's foreign debt, 
see USITC, Review of Trade and Investment Liberalization 
Measures by Mexico and Prospects for Future United States 
Mexican Relations, investigation No 332 282, USITC publication 
No. 2275, April 1990, pp. 1 2 through 1 3. 

432  For information on Argentina's su 	• of debt service r=  , see U.S. Department of State Telegram, Nov. 13, 1990, 
t sAires, Message No. 11632. For Brazil, see The Economist 

Intelligence Unit, Brazil: Country Report, No. 4, 1989, p. 8. For 
Colombia, see IADB, Economic and Social Progress, 1989 
Report, p. 303. For Venezuela, see "Venezuela: Rioting All the 
Way to the Bank," The Economist, March 11, 1989, p. 43. 

433  CEPAL, "Preliminary Overview of the Economy of Latin 
America and the Caribbean, 1990," p. 16. 

434  In 1989, after the government sharply raised prices on key 
products and services, Venezuela experienced unpiecedented civil 
unrest The Venezuelan Government attributed this unrest to the 
financial burden of servicing the country's foreign debt. See 
"Venezuela: Rioting All the Way to the Bank," The Economist, 
March 11, 1989, p. 43. 

435  Partially in response to the increasingly violent backlash to 
austerity measures in many formerly stable Latin countries, the 
Bush administration adopted a more lenient policy toward 
developing country debt. Under the "Brady plan," named after the 
architect of the policy U.S. Treasury Secretary Nicholas Brady, 
the US. Government advocates reductions in principal as well as 
reductions in interest and the granting of new loans for develop-
ing countries that limit public sector spending, encourage foreign 
investment and the repatriation of capital, and minimize subsidies 
to domestic industries and other interference with free market 
economic forces. The Brady plan replaced the "Baker plan," 
named after former Secretary of the Treasury and now Secretary 
of State James Baker, that called for new loans and rescheduling 
of payments, but not reductions in principal. On July 23, 1989, 
Mexico became the first country to reach a tentative new debt 

with its commercial bank creditors under the Brady 
Venezuela initiated negotiations for a Brady plan program in 

990. USITC, Review of Trade and Investment Liberalization 
Measures by Mxcio and Prospects for Future United States 
Mexican Relations, investigation No. 332-282-282, USITC 
publication No. 2275, April 1990, pp. 1-2 through 1-3. 
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Commodity price trends worked against Latin 
America during most of the 1980s.436  Few countries 
diversified their economies, having left dependent on 
exports of one or two primary commodities. Prices of 
many of Latin America's most important primary com-
modity exports, including beef, coffee, cocoa, cotton, 
and iron ore, declined during the 1980s. 437  Oil-import-
ers were hurt by high oil prices early in the decade, 
while the oil-exporters, including Colombia, Ecuador, 
Mexico, and Venezuela, were hit hard as oil prices de-
clined later on 438 

Other factors contributing to Latin America's dis-
mal economic performance in the 1980s included the 
following: (1) capital flight, cumulatively estimated at 
$300 billion from Argentina, Brazil, Mexico, and Ve-
nezuela alone;439  (2) low levels of domestic savings 
and investment resulting from declining government 
revenues, inflation's erosion of earning power, and eco-
nomic slowdown; 440  (3) increasing trade in contraband 
and illicit drugs, which in some countries grew to ex-
ceed officially registered trade; 441  (4) disruptions 
caused by insurgent attacks against the economic infra-
structure, particularly oil pipelines, mining facilities, 

436  For detailed discussions of declining commodity prices 
during the 1980s, see Bernhard Fischer, "From Commodity 

to Development," The OECD Observer, April-May 
1?rdpPri.7A-27 and Enzo R. Grilli and Maw Cheng Yang, 
"Primary Commodity Prices, Manufactured Goods, Prices, and the 
Terms of Trade of Developing Countries: What the Long Run 
Shows," The World Bank Economic Review, vol. 2, no. 1, 
pp. 1-47. 

4" Between 1980 and 1989, sugar declined by 22.1 
cocoa by 2.7 percent, coffee by 1.6 percent, hides and sC cse4 
2.2 percent, and troolcal timber by 1.7 percent. See

p 
 Fischer, 

"From Commodity 	to Development," . 27 and 
UNCTAD, Monthly Commodity Price Bulletin, 1970 1989 
Supplement, November 1990, pp. 2-6. 

The official OPEC oil price declined from $30.5/bbl in 
first quarter 1983 to $17.1/W in fourth quarter 1988. IADB, 
p. 514, table 1F-1. 

439  Derived from research by Morgan Guaranty Trust Co., this 
data is cited in numerous sources, including: "Down and Out in 
Latin America," Business Week July 10, 1989, p. 44; "Distracted 
by Debt," The Economist, Sept. 23, 1989, Survey supplement, 
p. 52; and "Brave New World," Far Eastern Econonuc Review, 
Sept. 13, 1990, p. 49. 

"° The average rate of national savings (national savings as a 
e of GNP) for Argentina, Brazil, Chile, Colombia, percentage 

 ,gPetu, and Venezuela declined from 21.8 peraat in 1980 
to 15.1 percent in 1987. The savingsrate declined most precipi-
tously in Argentina, Mexico, and Venewela, whereas it declined 
moderately but recovered by the and of the period in Brazil and 
Colombia. In Chile, savings declined to zero in 1982 during that 
country's economic crisis, but by 1987 returned to the level of 15 

IADB, Economic and Social Progress in Latin America, 
5187 nRieport, pp. 90-104. 

441  For the region's top coca growing and cocaine-producing 
countries, Bolivia, Peru, and Colombia, "coca and cocaine are 
among their I•_  eking exports.... [and] there is little doubt that coca 
dollars have heW all three countries cope with balance-of-pay-
ments problems." However, "the influx of cocaine money has led 
to economic distortions," such as higher levels of inflation and 
the diversion of resources into this illegal sector. See "The 
Cocaine Economies: Latin America's Killing Fields," The 
Economist, Oct. 8, 1988,. 21-24. There are no official 
statistics for awns of illicitproducts. Most estimates of the 
value of coca and cocaine exports are calculated based on the 
approximate number of hectares of coca under cultivation and the 
estimated value added during processing and refining. For more 
information on this methodology, see "The Kickback from 
Cocaine," The Economist, July 21, 1990, p. 40.  

and agricultural production in Colombia442  and, to a 
lesser extent, Peru; (5) unequal income distribution; 443 

 and (6) the fear that much-needed austerity measures 
would provoke civil unrest.444  

Forces for Change 
The economic policies most Latin American gov-

ernments pursued during the 1980s failed to promote 
sustainable economic growth. The authoritarian re-
gimes and populist leaders that dominated in the region 
exacerbated economic conditions by interfering with 
the operation of free markets through policies that na-
tionalized key industries, erected protectionist trade 
barriers, and tightly regulated investment Populist eco-
nomic policies of the 1980s 445  focused only on short-
term improvements,446  encouraged wasteful spend-
ing,447  caused fiscal deficits to grow, 448  and led to 
pressures for excessive money creation.449  Tax reve-
nues remained low or declined450  because of weak tax 

442  The impact of insurgent attacks against Colombia's 
economic infrastructure is discussed in "Colombia: Peace Plan 
Shot to Bits," The Economist, Oct. 22, 1988, p. 50. 

443  A study by Jeffrey D. Sachs found that relatively more 
equal income distribution was a key factor accounting for the 
success of the newly industrializing countries of East Asia 
(Korea, Taiwan, Hong Kong, and Singapore) during the 1980s 
versus the unequal income distribution and lack of growth in 
Latin America. The Sachs study is cited in "Why Asian Countries 
Blossomed While Latin America Wilted," Business Week, Aug. 
28, 1989, p. 16 and "A Web of Troubles," The Economist, 
Sept. 23, 1989, p. 15. While relatively more equitable distribution 
of income in East Asian countries allowed their governments "the 
freedom to pursue economic policies that promote efficiency and 
growth even when such policies involve shat term sacrifices," 
Latin America's extreme income inequality "produce[d] intense 
political pressure to stave off unrest.. particularly when external 
shocks threatenled] the economy." Koretz, "Why Asian Countries 
Blossomed," p. 16. 

444  For detailed discussions of how the fear of civil unrest 
prevented some Latin governments from implementing needed 
economic reforms, see "How Much Austerity Can Latin Ameri-
cans Taker The Economist, July 16, 1983, p. 37; "Venezuela: 
Rioting All the Way to the Bank," The Economist, March 11, 
1989, pp. 43-44; "A Web of Troubles," The Economist, Sept 23, 
1989, Survey supplement p. 10; John Barham, "Menan's 
Cut of All," Financial Times, Sept. 18, 1990; and Koretz,, " 
Asian Countries Blossomed," p. 16. 

443  For more a more detailed discussion of the adverse impact 
of populist economic policies in Latin America, see "A Web of 
Troubles," The Economist, Sept. 23, 1989, Survey supplement, 
pp. 15-16. 

446  The shift to more disciplined economic policies focused on 
longemm issues in Latin America during the late 1980s is 
discussed in greater detail in Williamson, The Progress of Policy 
Reform in Latin America. 

447  Studies on the impact of subsidized food and education 
indicate that this type of spending primarily benefits the urban 
middle-class elite. See "A Platform for Growth," The Economist, 
Sept. 23, 1989, Surveysupplement p. 16. 

446  For data on fiscal fiats, see IADB, Economic and Social 
Progress in Latin America, 1989 Report, pp. 19-21. 

445  For a discussion of monetization of fiscal deficits and 
inflation in developing.  countries, see International Mammy Fund 
(IMF), World Economic Outlook A Survey by the Staff of the 
International Monetary Fund, May 1990, pp. 57-60. 

45° For Latin America and the Caribbean as a whole, taxes on 
income, profits, and capital gains as a percentage of total current 
revenue declined from 25.5 percent in 1972 to 24.4 percent in 
1988. In Brazil, taxes declined from 20 percent to 113 percent of 
revenue during the same time period, while in Mexico, taxes 
declined from 37.3 percent to 26.8 percent of revenue. World 
Bank, World Development Report 1990, p. 201, table 12. 
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law administration 451  and because economic stagnation 
caused tax bases to collapse. 452  Wage indexation 453 

 contributed to persistently high inflation and inflation-
ary expectations  454  High bathers to imports and re-
strictions on foreign investment led many of Latin 
America's state-run enterprises to grow inefficient. 455 

 Overvalued exchange rates,456  which prevailed 
throughout the region in the first half of the 1980s, 457 

 discouraged exports.458  The failure to enforce adequate 
protection of_property rights limited incentives for en-
trepreneurs.4" 

During the 1980s, most Latin American countries 
continued to follow inward-looking and interventionist 
economic development schemes developed during the 

4s1  Williamson, The Progress of Policy Reform in Latin 
America, pp. 16 18. 

452  in Argentina, central government current revenues declined 
from 12.7 percent of GDP in 1980 to 3.9 percent of GDP in 
1988. In Peru, revenues declined from 17.1 percent in 1980 to 9 
percent in 1988. IADB, Economic and Social Progress in Latin 
America, 1989 Report, p 474, table C-1. 

453  Indexation is a government-administered system linking 
wages and some prices to the rate of inflation. Under an indexa-
tion scheme, current month's wages and prices are automatically 
increased by the amount of the prior month's inflation rate. Many 
Latin American governments turned to indexation during the 
1980s to compensate workers and local producers for inflation. 
The origin of indexation in Peru is examined in "A Web of 
Troubles," The Economist, Sept. 23, 1989, Special supplement p. 
10. The popularity of indexation, despite its inherent inflationary 
impact, is docaneated in Thomas Kamm, "Brazil's Efforts to 
Curb Inflation Face Hurdle: A Lot of People Like It," Wall Street 
Journal, March 29, 1991, p. 1. 

454  For more detailed discussions of inflation in Latin Ameri-
ca, see "Hyperinflation: Taming the Beast," The Economist, Nov. 
15, 1986, pp. 55 64; "Diana A. Cardoso, "Hyperinflation in Latin 
America," -Challenge, January-February 1989, pp. 11 19; "Latin 
America's New Start," The Economist, June 9,1990, pp. 11-12; 
and "Latin America's Hope," The Economist, Dec 9, 1990, pp. 
14-15. 

433  For a more detailed discussion of the impact of tariffs, 
quotas, and other barriers to imports on industrial competitiveness 
in Argentina and Brazil, see "Latin America's New Start," The 
Economist, June 9, 1990, p. 11. 

456  The use of overvaluation as a substitute for credible 
anti-inflationary measures (such as public 	ding cuts and other 
measures to reduce demand) in Latin America is domed in 
"A Web of Troubles," The Economist, Sept. 23, 1989, Special 
supplement p. 10. One source moons that exchange rates in Latin 
America became "grossly overvalued" in comparison with the 
competitive exchange rates maintained by the industrializing 
Asian countries. Moreover, "for every 10 percent by which an 
exchange rate is overvalued, total export growth is, on average, 
reduced by 1.8 percentage points a year and GDP growth by 0.8 
peso cage points. This helps explain why Asia's exports have 
grown twice as fast as Latin America's during the past decade." 
See "Bidding to Compete," The Economist, Nov. 11, 1986, p. 65. 

437  IMF, World Economic Outlook, p. 22. 
4311  This situation occurred most recently in Argentina during 

1990. "Exports are the sole survival option for many 
but the overvalued austral makes exports unprofitable.torZeg 

 Barham, "Menem's Deepest Cut of All," Financial Tunes, Sept. 
18, 1990. See also "Argentina: A Speculator's Paradise as the 
Real Economy Goes Down the D1110," Latin American Economy 
and Moines:, December 1990, p. 6. 

459  This is documented in the case of Peru in Hernando De 
Soto, The Other Path: The Invisible Revolution in the Third 
World, translated by June Abbott (New York: Harper de Row, 
1989), pp. 158-163. In addition to property rights, De Soto also 
cites the lack of enforcement of legal provisions governing 
contracts.  

postwar era. 46° The goal was industrialization through 
import substitution rather than export promotion: 1bl 
This strategy was based on the theory advanced by 
Raul Prebisch that, over time, world demand for 
Latin America's primary goods would decline relative 
to the Latin America's demand for manufactured 
goods. In order to prevent impoverishment from de-
clining terms of trade, many Latin countries fol-
lowed Prebish's advice of restricting imports to en-
courage domestic production of manufactured goods. 
These countries imposed formidable tariffs and nonta-
riff barriers on imports. At the same time, to reduce the 
country's reliance on imports, they subsidized man-
ufacturing industries and provided other incentives for 
domestic suppliers to produce for local markets.' 65 466 

 According to one report, "over-reliance on import sub-
stitution meant that . . . [Latin America] missed valu-
able export opportunities in the 1970s and 1980s—op-
portunities which Asia seized."467  

Major Country Performance 
Latin America's disastrous economic performance 

during the 1980s appears paradoxical against the back-
drop of the region's wealth of natural, human, and 
physical assets. Many Latin countries, including Ar-
gentina, Brazil, Colombia, and Mexico, are major agri-
cultural producers. Latin America's energy resources 
include petroleum, coal, and hydroelectric power-gen-
erating potential. Unlike either sub-Saharan Africa or 
Eastern Europe, Latin America has its own large indig-
enous capital base, a developed banking and finan-
cial infrastructure, and a large industrial infrastruc- 

46° Economic and Social Progress in Latin America, 1989 
Report, pp. 1-4 and Williams. The Progress of Policy Reform in 
Latin America, pp. 24-26. 

461  The major alternative to import substitution as a develop-
ment strategy is to encourage growth in industries in which the 
country is competitive in world markets, leading to greater 
expons and greater impons. 

462  Set Raul Prebisch, The Economic Development of Latin 
America and its Principal Problems (New York: Economic 
Commission for Latin America, U.N. 	ianent of Economic 
Affairs, 1950). See also his later work, "adal Policies in 
the Underdeveloped Countries," American Economic Review, 
papers and proceedings, May 1959, pp. 251-273. Prebisch was 
one of the first advocates for Latin America taking charge of its 
own economic destiny. 

as The tams of trade is defined as the average price of 
exports divided by the average price of imports. 

464  See Prebisch, "Commercial Polices in the Underdeveloped 
Countries." 

465  Brazil was a notable exception to the strategy of de-em-
phasizing the export sector. Brazil's military rulers, unlike their 
Argentine counterparts, developed the country's cavort industries 
in the 1970.. For further discussion, see Stephen Baker. et. al, 
"Down and Out in Latin America," Business Week, July 10, 1989. 

466  For a more detailed discussion of these policies in the case 
of Mexico, see USTTC, Review of Trade and Investment Liberal. 
ization Measures by Mexico and Prospects for Future United 
States—Mexican Relations, investigation No. 332-282, USTTC 
publication 2275, April 1990, pp. 1-1 through 1-2. 

467  Susumu Awanohara, "Brave New World," Far Eastern 
Economic Review, Sept. 13, 1990, p. 48. 

469  Capital flight remains a significant problem. See discussion 
above on the problem of capital flight. 
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ture469  already in place. The region's human resources 
include a skilled workforce comprising natural scien-
tists, social scientists, engineers, technicians, entrepre-
neurs, and a large and increasingly better educated pop-
ulation's" who is capable of providing labor for future 
industrial growth. With a total population of over 400 
million, Latin America represents a potentially lucra-
tive consumer market. 

The following section highlights key events and 
problems encountered by the six largest Latin Ameri-
can economies during the 1980s. 

Argentina 

Once among the richest countries in the world, Ar-
gentina squandered much of its wealth during years of 
military dictatorships. Military rule culminated with 
the costly 1982 war against the United Kingdom in the 
Fallcland Islands. Argentina returned to democratic rule 
in 1983. Poorly implemented economic policies,471 

 combined with years of government deficit spending, 
rampant corruption and tax evasion, 472  a rising foreign 
debt service burden, capital flight, and lack of public 
confidence in government policies, 473  gave Argentina 
one of the worst economic performance records in Lat-
in America during the 1980s. During the 1980s, Argen-
tina made no long-term progress in reducing inflation-
ary pressures—caused primarily by unbalanced_public 
accounts and the financing of the public debt" 

The largest sectors in Argentina's economy are 
manufacturing and agriculture (including forestry and 
fishing). Argentina's natural resources include fertile 
land for agriculture, minerals (copper, gold, molybde-
num, and silver), and petroleum reserves. Agricultural 
production includes corn, wheat, soybeans, beef, and 
vegetable oils. Argentina's primary exports are corn, 
wheat, meat (beef and veal), hides and skins, and wool. 

469  Deterioration cl the industrial infrastructure has become a 
significant problem in recent years. "What was simply neglect in 
the first half of the 1980s has become a massive deterioration of 
the area's infrastructure. The overall cost is incalculable." "Down 
and Out in Latin America," Business Week, July 10, 1989, p. 44. 

470  The Inter-American Development Bank reported that "over 
the last two decades the countries of the region have seen an 
overall improvement in the educational level of the population at 
large and increasingly equitable representation of women in the 
student population." The report further indicates, however, that 
illiteracy remains a significant problem in some countries, 
particularly in =al areas, and that educational quality and 
maintaining levels of funding for education remain a 
problem. See 

Iadequate 
 ADB, Economic and Social Progress, 1989, 

pp. 57-61. 
ca Efforts to stabilize the economy by Argentina post 1983 

civilian goveuunents include (1) the 1985 Austral Plan; (2) a 
1987 adjustment program backed with funds from the IMF and 
creditor banks (the IMF suspended disbursements on loans to 
support this program in 1988 because of Argentina's failure to 
comply with the plan's goals); and ('3) the 1988 Primavera 
(Sprang) Plan backed with funds from the United States and the 
World Bank. 

472  See "Menem Acts to Reign in 'Cancer' of Corruption," 
Washington Post, Jan. 26, 1991. 

4" See Nathaniel C. Nash, "Plan by New Argentine Economy 
Chief Raises Cautious Hope for Recovery," New York Times, 
April 28, 1991, p. 3. 

474  IADB, Economic and Social Progress in Latin America, 
1989 Report, p. 255. 

Manufactured exports include aluminum and aluminum 
alloys, iron and steel plates, and machinery and trans-
port equipment 

Argentina registered a record $7.6 billion trade sur-
plus in 1990475  because of increased ex parta476 and re- 
duced imports caused by the depressed economy. The 
United States is Argentina's largest trading partner, 
while Argentina ranked 39th as a market for U.S. ex-
ports and 38th as a source of imports in 1990. The 
United States has recorded a $400 million trade deficit 
with Argentina each year since 1988. Manufactured 
goods constituted nearly 87 percent of U.S. exports to 
Argentina in 1990. Principal U.S. imports from Argen-
tina in 1990 were manufactured goods (45 percent), 
food (29 percent), and fuels and raw materials (25 per-
cent).477  

U.S. trade concerns with Argentina478  include (1) 
Argentina's denial of product patent protection for U.S. 
pharmaceuticals and discriminatory product registra-
tion practices;479  and (2) the Argentine practice of 
charging differential export taxes on soybeans and soy-
bean products.480  U.S. antidumping orders imposed 
against imports from Argentina are listed in table A-20. 

Brazi1481  

As Latin America's largest industrial power and 
largest exporter, Brazil returned to democratic rule in 
1985. A highly protectionist and export-oriented devel- 

475  Randolph Mye, "Deregulation is Transforming the Argen-
tine Economy," Business America, Feb 11, 1991, p. 26. 

476  Notwithstanding the overvalued exchange rate prevailing 
between the Argentine austral and the U.S. dollar, exports were 
aided by the depreciation of the U.S. dollar during 1990 and the 
strength of Argentina's trade relations with countries outside of 
the influence of dollar exchange rates. Over ten percent of 
Argentina's exports (primarily grains) are sold to the U.SS.R., 
and thus are not influenced by austral-dollar exchange rates. 
Another tat percent of Argentine trade is with Germany, and 
Argentine exports were able to benefit from an undervalued 
austral exchange rate with the strong West German mark. EIU, 
Argentina: Country Report, No. 4, 1990, p. 5. For data on 
Argentine-Soviet trade, see "Mixed Results from Menem's Soviet 
Trip Latin American Weekly Report, Nov. 22, 1990. 

Data on Argentina compiled from multiple sources, 
including: CEPAL, "Preliminary Overview"; EU Argentina: 
Country Report, No. 4, 1990; IADB, Economic and Social 
Progress in Latin America, 1989 Report; IMF, World Economic 
Outlook U.S. Embassy, Argentina, Foreign Economic Trends and 
Their Impliaitions for the United States, September 1989, p. 2; 
USITC, Chartbook: Composition of U.S. Merchandise Trade, 1986 
90, March 1991; and World Bank, World Development Report, 
1990. 

4" For information on investigations of other unfair Argentine 
trading practices, see the discussion of inactive cases in 1990 in 
ch. 5. 

4" For more detailed information at the petition filed by the 
Pharmaceutiad Manufacturers Association in August 1988, see 
US1TC, Operation of the Trade Agreements Program, 40th 
Report, 1988, USITC publication 2206, July 1989, pp. 146-147. 
For further information on U.S.-Argentine consultations held 
pursuant to this petition, see USUC, Operation of the Trade 
Agreements Program, 41st Report, 1989, USITC publication 2317, 
September 1990, pp. 137. 

486  For a more detailed discussion of Argentina's differential 
export taxes on soybeans and soybean products and the related 
section 301 case, see the discussion of Argentina in ch. 5. 

451 For more detailed information on Brazil's economic 
situation in 1990, see the discussion of Brazil in di. 4. 
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opment strategy emphasizing industrialization and the 
acquisition of state-of-the-art technology allowed Bra-
zil's economy to expand by an annual average of over 9 
percent during the 1960s and nearly 8 percent in the 
1970s. Economic growth slowed to an average annual 
rate of 2.4 percent during the 1980s, however, as finan-
cial mismanagement, rising debt service payments, and 
adverse commodity prices worked against Brazil's 
economy. None of the economic stabilization plans in-
troduced in Brazil during the 19800 82  were successful 
in reducing the country's fiscal deficit and in control-
ling inflation. 

Brazil's ferrous and nonferrous mineral resources 
include gold, iron ore, and tin. Brazil is a leading agri-
cultural producer with crops of coffee, orange juice, 
soybeans, and sugar. Brazil has developed extensive 
nuclear and hydroelectric power generation programs 
as well as the world's largest alcohol fuels program for 
motor vehicles. 

The United States recorded a $2.9 billion trade def-
icit with Brazil in 1990, versus a $3.8 billion deficit in 
1989 and a $5.0 billion deficit in 1988. Brazil ranked 
16th as a market for U.S. exports, and 15th as a source 
of imports in 1990. Manufactured goods constituted al-
most 85 percent of U.S. exports to Brazil in 1990. Prin-
cipal U.S. imports from Brazil include manufactured 
goods (65 percent), food (21 percent), and fuels and 
raw materials (13 percent). 43  

U.S. trade concerns with Brazil include (1) the lack 
of accordance of patent protection for U.S. pharmaceu-
ticals;484  (2) Brazil's import licensing policies; 485  and 
(3) Brazil's policies on computer and digital equipment 
and components.486  U.S. antidumping orders imposed 
against imports from Brazil are listed in table A-20. 

Chile 
A military dictatorship until 1990, Chile has 

emerged as one of Latin America's most promising in-
dustrializing new democracies. Unlike the experience 

482  These plans are discussed in ch. 4. 
483  Data on Brazil compiled from multiple sources, including: 

CEPAL, "Preliminary Overview"; EIU, 	Country Report, 
No. 1, 1991; IADB, Economic and Social Progress in Latin 
America, 1989 Report; IMF, World Economic Outlook U.S. 
Embassy, Brasilia, Foreign Economic Trends and Their Implica-
tions for the United States, July 1989, p. 2; USITC, Chartbook: 
Composition of US. Merchandise Trade, 1986- 90, March 1991; 
and World Bank, World Development Report, 1990. 

484  For additional information at Brazil's lack of patent 
protecticai for pharmaceutical products, see the discussion of 
Brazil's pharmaceuticals policy in ch. 4 and the discussion of the 
super 301 investigation of Brazil's pharamaceuticals patent laws 
in ch. 5. 

483  For a more detailed discussion of Brazil's im 	licensing 
policies, see the discussions of U.S. Brazil- 	trade issues 
m ch. 4 and the discussion of the termination of the super 301 
investigation of Brazil's import restrictions in ch. 5. 

488  For more detailed information on the USTR-initiated 
investigation into Brazil's informatics policies, see US1TC, 
Operation of the Trade Agreements Program, 38th 	, 1986, 
USITC publication 1995, July 1987, pp. 5-13 and US 
Operation of the Trade Agreements Program, 41st Repots, 1989, 
USITC publication 2317, Sept. 1990, p. 122. See also discussion 
of Brazil's informatics polices in ch. 4.  

of other Latin American countries under authoritarian 
rule, Chile's dictators pursued market-oriented reform 
and trade liberalization since 1973. 487  Following a se-
vere economic downturn in 1982, precipitated by de-
clining copper prices and a rapidly rising debt service 
burden, the military junta returned to higher tariff and 
nontariff barriers. 488  In 1985, following a succession 
of unpopular finance ministers and with few signs of 
economic improvement, the military junta again turned 
to free-market reforms and an export-oriented growth 
strategy.489  Liberalization and foreign competition 
forced many sectors of the economy, including textiles, 
clothing, plastic goods, household electronics, and 
some capital goods, to cut costs and improve quality to 
remain competitive.490  Chile's new democraticallye-
lected government remains strongly committed to a 
free-market economy with a minimum of state inter- 
vention.491 

Despite the country's high level of industrializa-
tion, minerals—primarily copper—still account for 
more than one-half of Chile's total export earnings. In 
addition to copper, Chile's main exports include iron 
ore, fruits and vegetables, forestry products, and sea-
food. The United States is Chile's largest trading part-
ner. Chile ranked 35th as a market for U.S. exports and 
436:1 as a sot= of imports in 1990. Principal U.S. ex-
ports to Chile are mining machinery, fertilizers, and 
computer equipment.492  Principal exports to the United 
States are copper, gold, and fresh fruits. 

U.S. trade concerns .focus on Chile's inadequate 
product patent protection for pharmaceuticals. 493  Chi-
lean exporters continue to pursue the issue of the U.S. 
Food and Drug Administration's (FDA) 5-day 1989 
suspension of fruit imports from Chile following the 
discovery of two cyanide-laced grapes among a Chi-
lean shipment.494  U.S. antidumping orders imposed 
against Chile and still in effect' as of December 31, 
1990, are listed in table A-20. 

487  The military junta that ruled Chile after 1973 privatized or 
removed from government control more than 200 companies that 
the government of former President Salvador Allende had taken 
over. The junta also abolished wage and price controls and cut 
tariffs from a 1973 average of 100 percent to a flat rate of 10 

t by 1979. "Chile's Economy: Pinochet Sends the Chicago 
Boys Back to School," The Economist, Aug. 10, 1985, p. 60. 

4" Rid. 
488  ma 
4" Awanohara, "Resurgent Rivals," p. 51. 
491  Economic Report of the President, February 1991, 

p;ring:
225  . 

on 492  Data Chile compiled from multiple sources, inrit  
CEPAL, "Preliminary Overview"; Corporation de Fomento de la 
Produccion (CORPO), Chile Economic Report, January 1991; 
IADB, Economic and Social Progress in Latin America, 1989 
Report; IMF, World Economic Outlook; U.S. Embassy, Santiago, 
Foreign Economic Trends and Their Implications for the United 
States, July 1989, p. 2; US1TC, Chartbook: Composition of US. 
Merchandise Trade, 1986-90, March 1991; and World Bank, 
World Development Report, 1990. 

493  "(Mile: New Patent Law 'Inadequate' Says US. Drug 
Industry Association," Washington Report on Latin America & the 
Caribbean, Feb 12, 1991, p. 17. 

484  The Chilean exporters maintain that the grapes were 
contaminated in the U.S., possibly while in the FDA's controL 
Thomas Kamm, "Chile Seeks Closer U.S. Trade Ties," The Wall 
Street Journal, Jan. 8, 1991, p. A10 
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Colombia 

Despite significantly slower growth than in prior 
decades, Colombia's economy on the whole still out-
performed all other Latin American economies during 
the 1980s. Colombia achieved its economic success 
due largely to the government's free-market, export-o-
riented economic policies, and sound macroeconomic 
management. Colombia maintained strong economic 
growth despite the increasing toll on the economic in-
frastructure from narcotics-related violence and insur-
gent attacks in the late 1980s 495  requiring increased 
government spending on internal security.4" 

Services, including communications, banking and 
insurance, trade, and transportation, account for about 
51 percent of Colombia's GDP. Agriculture and man-
ufacturing account for 22 percent and 21 percent of 
GDP respectively, while mining accounts for 4.5 per-
cent of GDP.497  

Although Colombia continues to rely heavily on 
exports of coffee and petroleum, Bogota has success-
fully promoted nontraditional exports, including coal, 
textiles, bananas, fresh flowers, nickel, sugar, emeralds, 
fish and shrimp, PVC and polystyrene resins, and cot-
ton.498  Colombia also serves as a base for a thriving 
trade in contraband goods including emeralds499  and 
cocaine products. Illicit cocaine exports are estimated 
to earn more foreign exchange for Colombians than 
any of the country's other exports. 500  The United 
States is Colombia's largest trading partner while Col-
ombia ranked 31st as a market for U.S. exports and 
29th as a source of imports in 1990. The United States 
recorded a $1.2 billion trade deficit with Colombia in 
1990, versus a $700 million deficit in 1989 and a $400 
million deficit in 1988. Manufactured goods consti-
tuted almost 87 percent of U.S. exports to Colombia in 
1990. Principal U.S. imports from Colombia included 
fuels and raw materials, primarily petroleum (61 per-
cent), food (20 percent), and manufactured goods (16 
percent). U.S. antidumping orders imposed against 
Chile and still in effect as of December 31, 1990, are 
listed in table A-20. 

Mexico."' 
Economic expansion slowed significantly during 

the 1980s because of Mexico's rising debt service bur-
den, declining export prices, and the government's in-
creasingly ineffective interventionist economic poli- 

495  See "Colombia: Peace Plan Shot to Bits," The Economist, 
Oct. 22, 1988, pp. 50. 

496  IADB, Economic and Social Progress in Latin America, 
1989 Report, p. 302. 

497  Data is for 1989. Colombian Information Service, Colom-
bia Center, Colombia Today, vol. 25, no. 6, p. 6. 

499  Ibid. 
499  "Colombia: Gem Wars," The Economist, July 21, 1990, 

P. la 
sec "The Kickback from Cocaine," The Economist, July 21, 

1990, p. 40; "Colombia: The Drug Economy," The Economist, 
April 2, 1988, and "The Cocaine Economies: Latin America's 
KillsiligFai :Ill 

detailed information 
 s," The &n oist, Ot a 

Mexico's 
 .a 1988, pp. 21-24. F 	
economic 

situation in 1990, see the discussion of Mexico in ch. 4. 

cies. Not until late in the decade, when economic per-
formance began to improve and after a generous debt 
relief package was negotiated, did many observers ex-
press cautious optimism about Mexico's future 5°2 

The largest sectors in Mexico's economy are com-
merce, which includes domestic wholesale and retail 
services and international trading services, and man-
ufacturing. Petroleum and refined petroleum products 
are Mexico's largest single industry and greatest for-
eign exchange earners. In-bond plants, known as "ma-
quiladoras,"3u3  are Mexico's second-largest earner of 
foreign exchange. 

The United States is Mexico's largest trading part-
ner, while Mexico is the 3rd largest single-country U.S. 
trading partner. Mexico is the single largest U.S. trad-
ing partner in Latin America. In 1990, U.S. exports to 
Mexico valued at $27.5 billion exceeded U.S. exports 
to all the rest of Latin America, valued under $25 bil-
lion. Mexico accounted for 47 percent of all U.S. im-
ports from Latin America in 1990. The United States 
recorded a $2.0 billion trade deficit with Mexico in 
1990, versus a $2.4 billion deficit in 1989 and a $2.8 
billion deficit in 1988. Nearly 80 percent of U.S. ex-
ports to Mexico in 1990 were manufactured goods. 
Principal U.S. imports from Mexico included manufac-
tured goods (66 percent), fuel and raw materials (20 
percent), and food (10 percent).5°4  U.S. trade concerns 
include Mexico's failure to provide adequate protection 
of intellectual property rights505  and Mexico's barriers 
to direct foreign investment. 5°6  U.S. antidumping or-
ders imposed against Mexican imports are listed in 
table A-20. 

Venezuela 
This OPEC5e7  country's failure to reduce its re-

liance on oil export earnings held Venezuela's economy 
hostage to fluctuations in global oil prices. Petroleum 
exports account for about 20 percent of Venezuela's 

592  See "Economic Confidence High," Financial Tunes, Nov. 
26, 1990, p. 30. 

9:13  Maqutladoras are discussed in more detail in the section on 
Mexico in ch. 4. 

594  Data an Mexico compiled from multiple sources, includ-
ing: CEPAL, "Preliminary 	iew"; EIU, Mexico: Country 
Report, No. 1, 1990; IADB, Economic and Social Progress in 
Latin America, 1989 Report; IMF, World Economic Outlook U.S. 
Embassy, Mexico City, Foreign Economic Trends and Their 
Implications for the United States, February 1989, p. 2; USITC, 
Chartbook: Composition of US. Merchandise Trade, 1986-90, 
March 1991; and World Bank, World Development Report, 1990. 

9°3  For a more detailed discussion of U.S. concerns that 
Mexico accelerate the phasein of expanded product patent 
protection, particularly as applied to pharmaceuticals, see USITC, 
Operation of the Trade Agreements Program, 40th Report, 1988, 
USITC publication 2208, July 1989, p. 118. For a discussion of 
the United States's naming of Mexico as one of seven countries 
on a "Priority Watch List" under the "special 301 provision" of 
the Omnibus Trade and Competitiveness Act of 1988 as a country 
with inadequate legislation for intellectual property rights, see 
US1TC, Operation of the Trade Agreements Program, 41st Report, 
1989,USITC publication 2317, September 1990, p. 113. 

"'I For an analysis of U.S. concerns, see USITC, Operation of 
the Trade Agreements Program, 41st Report, 1989, US1TC 
publication 2317, September 1990, p. 115. 

997  Venezuela was a founding member of the Oil—Producing 
and Exporting Countries (OPEC) cartel, which was created in 
1961. 
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GDP, over 50 percent of government revenues, and 
about 80 percent of export earnings. 5°8  A lame-duck 
government failed to cut government spending after 
world oil prices started declining in the late 1980s and 
government revenue began shrinidng.6°9  By 1988, Ve-
nezuela had entered a severe recession punctuated with 
an unprecedented civil unrest. 51° 

In 1988, Venezuela registered its first trade deficit 
in over ten years.511  Venezuela ranked 23rd as a market 
for U.S. exports and 14th as a source of imports in 
1990. The United States recorded a $6.1 billion trade 
deficit with Venezuela in 1990, versus a $3.6 billion 
deficit in 1989 and a $600 million deficit in 1988. 
Manufactured goods constituted over 75 percent of 
U.S. exports to Venezuela in 1990, while fuels and raw 
materials, primarily petroleum, constituted over 91 per-
cent of U.S. imports.512  U.S. trade concerns focus on 
Venezuela's inadequate intellectual property rights pro-
tection and enforcement. 513  U.S. antidumping orders 
imposed against Venezuelan imports are listed in table 
A-20. 

Production and Trade 

Latin America's trade with the world 
For Latin America as a whole, services (commerce, 

finance, public administration, transport, and commu-
nications) accounted for over 50 percent of the region's 
GDP in the 1980s, while industry and agriculture ac-
counted for 34 percent and over 12 percent, respective-
ly.514  On a cumulative basis, Latin America's agricul-
tural sector expanded by nearly 2 percent during the 
1980s, making it the region's fastest-growing sector, 
followed by the services sector, which expanded by 1.4 
percent, and the industrial sector, which expanded by 
only 0.4 percent515  

Accounting for 223 percent of regional GDP, man-
ufacturing was the largest single sector in Latin Ameri-
ca in the 1980s.516  However, the manufacturing sector 
grew by only 0.5 percent in the 1980s compared with 
over 6 percent growth in the 1960s and in the 

"I United States Embassy Caracas, Foreign Economic Trends 
and their Implications far the United States, June 1989. 

5C8  IADB, Econorruc and Social Progress in Latin America, 
1989 Report p. 446. 

510  "Venezuela: Rioting All the Way to the Bank," The 
Economist, March 11, 1989, p. 43. su IADB, Economic and Social Progress in Latin America, 
1989 Report, p. 487, table D-2. 

512  Data on Venezuela compiled from multiple sources, 
including: CEPAL, "Preliminary Overview"; IADB, Economic and 
Social Progress in Latin America, 1989 Report; IMF, World 
Economic Outlook; US. Embassy, Caracas, Foreign Economic 
Trends and Their Implications for the United States, June 1989, 
p. 2; USTTC, Chartbook: Composition of U.S. Merchandise Trade, 
1986-90, March 1991; and World Bank, World Development 
Report, 1990. 

513  Kurt Wrobel, "Secretary Mosbadter Leads Mission to 
Venezuela; Emphasis on Private Sector and Market Reforms 
Paints to Pronuaing Business Opportunities," Business America, 
Feb. 25, 1991,_p. 33. 

514  IAD% Economic and Social Progress in Latin America, 
198

515 Did.
9 Report, p. 11, table II-4. 

516 Ibid.  

1970s.517  Brazil and Mexico are by far the region's 
largest manufacturers, accounting for 42.5 percent and 
22 percent, respectively, of total value added by man-
ufacturing in all of Latin America. Argentina, Vene-
zuela, and Colombia are Latin America's next largest 
manufacturers518  

Primary commodities (excluding minerals and met-
als), while accounting for only 11.2 percent of regional 
GDP,519  are Latin America's largest foreign exchange 
earners.52° Overall regional agricultural output is 
strongly influenced by Brazil and Mexico—the two 
largest agricultural exporters. Brazil accounts for 34.5 
percent of Latin America's total value added by agri-
culture, while Mexico accounts for 16.5 percent. 321 

 Argentina and Colombia are Latin America's next larg-
est agricultural producers, accounting for 11.5 percent 
and 10.2 percent of value added by agriculture, respec-
tively.522  

Commerce, including wholesale and retail trade, 
accounted for over 17 .percent of Latin America's over-
all GDP in the 1980s. 323  Mexico accounted for 35 per-
cent of Latin America's total value added by com-
merce, while Brazil accounted for 30 percent. 324  Fi-
nancial services accounted for over 12 percent of Latin 
America's GDP in the 1980s. 525  Brazil accounted for 
over 48 percent of total value added by financial ser-
vices, and Mexico accounted for nearly 17 percent.526 

Trade with the United States 

In 1990, Latin America's importance to U.S. trade 
remained relatively minor. The region's standing as a 
U.S. trading partner changed little during the past de-
cade. The entire Latin American region ranked 5th as a 
source of U.S. imports in 1990,627  and 4th as a market 
for U.S. exports. 

Manufactured goods form the largest portion of 
U.S. imports from all of Latin America; however, when 
data on Mexico are excluded, fuel and raw materials 
are the largest single category of U.S. imports from the 
region.529  Mexico is by far Latin America's largest ex-
porter of food to the United States, with exports in this 
group valued at $2.8 billion, or 9.6 percent of all Mexi-
can exports to the United States, in 1990. Brazil is the 
region's second largest food-exporter to the United 
States with food exports valued at $1.6 billion, or 20.8 

517  Ibid., p. 30, table IV-2. 
513  Data is for 1988. Ibid., p. 468, table B-9. 
519 Ibid., p 11, table II-4. 
531  World Bank, World Development Report 1990, p. 209, 

table 16. 
521  Data is for 1988. Ibid., p. 467, table B-7. 
5= 
523  Ibid., p. 11, table II-4. 
524 	i Data is for 1988. Ibid., p. 469, table B-12. 
525  Ibid., p. 11, table II-4. 
526  Ibid., p. 470, table B-14. 
527  Latin America ranked behind the Pacific Rim countries, 

Canada, the EC, and Japan. 
523  Latin America ranked behind the EC, Canada, and the 

Pacific Rim countries. 
523  Excluding the Mexico data underscores the significance of 

the large volume of U.S. imports of finished and semifinished 
goods produced by Mexico's maquiladoras. 
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Table 2 
U.S. trade with the World and with Latin America (all countries), 1986-00 

(Billions of dollars) 

1986 	 1987 1988 1989 1990 

Exports 
World  	216.6 	 243.9 310.3 349.4 374.5 
Latin America  	29.9 	 33.7 42.2 47.5 52.3 
Latin America as 

a % of world trade  	13.8 	13.8 

imports 

13.6 13.6 14.0 

World  	368.7 	 402.1 437.1 468.0 490.5 
Latin America  	41.5 	 45.6 49.8 56.3 62.4 
Latin America as 

a % of world trade  	11.2 	 11.3 11.4 12.0 12.7 

Balance 
World  	-152.1 	-158.2 -126.8 -118.6 -116.0 
Latin America  	-11.6 	 -11.9 -7.5 -8Z -10.1 

Source: U.S. Department of Commerce, International Trade Administration. 

Table 3 
U.S. trade with Latin America (all countries), 1986-80 

(Billions of dollars) 

1986 	 1987 1988 1989 1990 

 	29.9 33.7 42.2 47.5 52.3 
=115  : 

Manufactured goods 	  22. 6  25.5 32.3 35.9 40.3 
Fuel and raw materials 	  3.1 3.8 4.0 4.4 4.5 
Food 	  3.1 2.9 4.0 4.6 4.6 

Imports 	  
inducing: 

41.5 45.6 49.8 56.3 62.4 

Manufactured goods 	  17.6 21.3 26.9 29.6 30.9 
Fuel and raw materials 	  12.7 13.8 12.5 15.9 20.1 
Food 	  9.5 8.8 8.5 8.7 9.2 

Source: U.S. Department of Commerce, International Trade Administration. 

percent of its exports to the United States in 1990. Ve-
nezuela is by far Latin America's largest exporter of 
fuel and raw materials (primarily petroleum) to the 
United States, with exports valued over $8.3 billion, 
nearly 92 percent of all of Venezuela's U.S. exports, in 
1990. Mexico is the region's second largest fuel and 
raw materials exporter to the United States with ex-
ports in this category valued at $6.0 billion, over 20 
percent of that country's total U.S. exports, in 1990. 
Colombia, Latin America's third largest fuel and raw 
materials exporter to the United States, had exports in 
this category valued at $1.9 billion, almost 61 percent 
of total U.S. exports, in 1990. Despite slower economic 
growth in the United States and in most Latin Ameri-
can countries in 1990, U.S.-Latin trade increased as 
more Latin American countries initiated trade liberaliz-
ing reforms.530  

53° See ditcnotice  below on trade liberalization in Latin 
America. 

Trade Reforms in Latin America 

By 1990, after a decade of economic reversals, Lat-
in America's six largest economies had installed demo-
cratically elected and reform-minded governments. 
Colombia53 I and Chile532  made significant progress 
toward building open, market-oriented economies dur-
ing the 1980s and continued to improve upon their 
free-market policies in 1990. Mexico's Salinas govern-
ment accelerated reforms that were begun by the prior 

531  Colombia is the only large Latin American country that 
consistently maintained a free-market, export- oriented economy 
throughout the 1980s. Williamson, The Progress of Policy Reform 
in Latin America, p. 47. 

S32 After overthrowing the government of Salvador Allende in 
1973, Chile's ruling military junta attempted to enact an economic 
restructuring program in favor of private enterprise and free 
market principals during 1973-81. Reforms implemented during 
this penod included: abolition of pervasive wage and price 
controls, privatization of more than 200 companies taken over by 
Allende, and reduction of tariffs from 1973 average of 100 
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administration dating to the mid-1980s. 533  Argentina 
and Venezuela announced economic and trade liberal-
ization measures in 1989, while Brazil's sweeping eco-
nomic reform program was announced in 1990. 

Trade-related reforms to open their economies to 
international market forces included the following: (1) 
privatization534  of state-run enterprises with accompa-
nying deregulation and liberalization to encourage for-
eign investment; (2) tariff reductions; (3) progress to-
ward enacting legislation protecting international prop-
erty rights; and (4) exchange rate reforms. The follow-
ing section discusses these measures with respect to 
Argentina, Chile, Colombia, and Venezuela. For a more 
detailed analysis of the economic reforms and trade lib-
eralization measures in Brazil and Mexico, see the dis-
cussions on these two countries in chapter 4. 

Argentina 

The government of Carlos Menem, which assumed 
office in July 1989, met numerous setbacks in reducing 
inflation, igniting growth, and implementing economic 
reforms during its first year in office. Nevertheless, 
Buenos Aires implemented several economic and trade 
policy reforms, which, by late 1990, appeared to be 
helping to stabilize the economy. Following protracted 
negotiations and bureaucratic miscues due to the lack 
of a regulatory framework,535  Argentina successfully 
transferred ownership of the state-run airline Aeroli-
neas Argentinas536  and the state-owned telephone com-
pany Ente1,537  as well as of several other smaller state-
run enterprises, to private owners in 1990. 538  Buenos 
Aires plans to transfer the Buenos Aires electricity 
company, the Buenos Aires port facilities, the national 
gas company, the national water and sewage authority, 
and the state steel company to private owners 

532—Continued 
percent to a flat rate of 10 percent by 1979. By 1982, however, 
Chile's economy was in a deep recession due to declining global 
copper prices (stile's chief export earner) and a rising foreign 
debt service burden. The junta increased tariffs from 10 percent in 
1983 to 35 percent by 1984. After 1985, as the economy began to 
stabilize, Chile returned to free-market policies by reducing 
tariffs encouraging exports, and promoting foreign investment. 

533  For a discussion of Mexico's trade and investment 
liberalization in the 1980s, see USITC, Review of Trade and 
Investment Liberalization Measures by Mexico and Prospects for 
Future United States-Mexican Relations, investigation No. 332 
282USITC publication 2275, April 1990. 

"4  Privatization refers to efforts to reduce the Federal or 
"west:star sector and shift to a more market- oriented economy. 
The primary goals of privatization are to encourage industries to 
become more efficient and competitive while reducing the 
financial burden on the government to support these enterprises. 

"5  See "How Menem Messed Up Privatization," Latin 
American Economy and Business, January 1990, p. 1. 

5" Buenos Aires sold 85 percent of the airline to the Spanish 
carrier Iberia and to the local Cielos del Sur group for 
million in cash, $1.6 billion worth of Argentine debt paper, and 
5400 million in outstanding interest due on that debt. -EIU, 
Argentina: Country Report, No. 4, 1990, p. 11. 

5" Argentina divided Ertel into two separate companies to 
avoid creating a monopoly. A consortium led by the U.S. Bell 
Atlantic company took over Ertel None, and a consortium led by 
Telefonica of Spain received lintel Sur. EU, Argentina: Country 
Report, No. 4, 1990, pp. 10-11. 

538  Randolph Mye, 
pp. 

	is Transforming the Argen- 
tine Economy," Business America, Feb. 11, 1991, p. 27.  

during 1991. The Menem administration began liberal-
izing Argentina's foreign investment regime in Sep-
tember 1989 by eliminating performance requirements 
and prior governmental approval in all sectors except 
for banking and insurance, streamlining registration 
procedures for foreign investors, and, in December 
1989, eliminating controls on current and capital trans-
actions in the foreign exchange market.53  By late 
1990, Buenos Aires was considering new regulations to 
provide fore* pharmaceutical companies with patent 
protection.54u 

Argentina also took steps to reduce or eliminate 
barriers to trade. Buenos Aires suspended duties on 
agricultural, livestock, and food imports for 180 days 
beginning February 1990, 541  permanently reduced du-
ties on a variety of imported food products from 13 to 
24 percent to 5 percent in August 1990,542  reduced 
specific duties on many electronics beginning Decem-
ber 1990,543  and committed itself to review the specific 
duties every 180 days with a view toward eliminating 
or significantly reducing them. 544  In April 1991, 
Buenos Aires removed tariffs from raw material im-
ports and reduced tariffs on intermediate goods and fin-
ished products, which had ranged from 1 to 100 percent 
to 11 and 22 percent, respectively. 545  Overall tariffs 
were reduced from 28 percent in late 1989 to about 18 
percent in 1990.546  Buenos Aires announced that ex-
port taxes on wheat, rye, barley, and oats would be re-
duced to encourage increased sowing during the plant-
ing season beginning in November. Export taxes on 
soybeans, sunflowers, corn, and sorghum, ranging from 
10 to 27 percent, were reduced by one-half in August 
1990 to encourage farmers to increase sowing during 
the planting season beginning in September. Similar re-
ductions in export taxes were made for wheat, rye, 
barley, and oats.547  

Chile 
Chile's economy has been open to foreign invest-

ment and trade since economic liberalization measures 
were reintroduced in 1985. Chile's 15 percent across-
the-board tariffs are among the lowest in Latin Ameri-
Ca.548  Chile's implementation of free-market economic 
policies and successful transition to democratic govern-
ment in 1990 merited a visit by President Bush during 
his five-nation Latin American trip in December 1990 
and prompted some observers to conclude that the 

"9  Ibid. 
548  ERJ, Argentina: Country Report, No. 4, 1990, p. 21. 
541  "Limited Window of Opportunity Opens in Argentina for 

U.S. Foods," AgErporter, May 1990, p. 16. 
542  MU, Argentina: Country Report, No. 4, 1990, p. 10. 
543  ltandolph Mye, "Deregulation is Transforming the Argen-

tine Economy, Business America, Feb. 11, 1991, p. 26. John 
Barham, "Argentina to Extend Free Trade Policies Through Tariff 
Reforms," Financial Times, March 5, 1991. 

344 Bid. 
545  "Argentina Cuts Tariffs; Changes Current Policy," Journal 

of Commerce, Apr. 2, 1991, p. 5A. 
546  The World Bank, Trends in Developing Economies 1990 

(Washington, DC: World Bank, 1990), p. 19. 
547  EU, Argentina: Country Report, No. 4, 1990. pp. 17-18. 
548  "U.S. Farmers Could Gain Most From Chile Free Trade 

Pact," Journal of Commerce, Jan. 4, 1991. 
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United States now "puts Chile on the same (privileged) 
footing as Mexico."349  

Chile received $1.5 billion in new foreign invest-
ment in 1990.550  In October 1990, the U.S. Overseas 
Private Investment Corporation (OPIC) resumed ex-
tending political risk insurance coverage for new in-
vestments in Chile.551  In recognition of Chile's demo-
craticallyelected government's demonstration that it 
was not abusing labor rights, the United States rein-
stated Chile to the U.S. GSP program in February 
1991.552  In January 1991, in a move to address U.S. 
concerns about protection of intellectual property 
rights, Chile enacted a law granting 15 years patent 
protection for most intellectual property. 533  

Colombia 

Colombia's economy remained export-oriented and 
open to foreign investors throughout the 1980s. Since 
December 1990, Bogota has taken several steps to re-
duce tariff and nontariff barriers to further open the 
economy to foreign investment and to streamline the 
administrative procedures related to trade and foreign 
investment. 

In December 1990, Bogota eliminated "virtually 
all" restrictions on imports and removed export re-
straints such as prior licensing 554  The International 
Development Bank earmarked $2.5 billion in loans for 
Colombia through 1993 in compensation for economic 
dislocations stemming from the elimination of import 
duties.555  During 1990, Bogota reduced Colombia's 
tariffs from an average of 32 percent to 22 percent. 556 

 In December 1990, Colombia initiated a phased tariff-
reduction scheme in which average tariffs will be re-
duced to 15 percent by 1994. 557  Bogota created a For- 

549  "Aylwin Secures His Own U.S. Trade Deal," Latin 
American Weekly Report, Dec. 20, 1990, p. 2. 

55° Canada, the United Kingdom, and the United States were 
top investors with $490 million, $226 million, and $220 million 

newft?:::lederlemenveentOYdienvlalredodnitn•Clii(COdrati2eFoy:elltgn 
Investments Post Record in 1990," Chile Economic Report, 
January 1991, p. 4. 

551  Chile was suspended from U.S. OPIC programs in 1988 
because of U.S. concerns over worker rights. "New Policies Make 
Chile Top Spot for Foreign Investment," Washington Report on 
Latin America & the Caribbean, Oct. 9, 1990, p. 1. See also 
"Statement By Press Secretary Fitzwater on President Bush's 
Meeting With President Patricio Aylwin Azocar of Chile," Weekly 
Comilap21 of Presidential Doc uments, 

men's' deLd451 9:1.1)4, 1991, 
• 	in 56 F.R. 121, Feb. 11, 1991. Chile had been removed 

rom the list of GSP beneficiaries in February 1988. See US1TC, 
Operation of the Trade Agreements Program, 40th Report, 1988, 
US1TC publication 2208, July 1989, p. 154. For additional 
information on Chile's readmission to the U.S. GSP program, see 
discussion of the GSP in chapter 5. 

553  "Chile: New Patent Law 'Inadequate' Says U.S. Drug 
Industry Association," Washington Report on Latin America and 
the Caribbean, Feb. 12, 1991, p. 17. 

554  Colombian Information Service, Colombian Center, "New 
Economic Measures Implemented," Colombia Today, voL 25, no. 
6, 1990-91, p. 5. 

555  See "Colombia: The Government Goes the Whole Hog," 
Latin American Economy and Business, December 1990, p. 8. 

556  Ibid. 
Sr 

eign Trade ministry in January 1991 to coordinate the 
functions of existing foreign trade bodies as well as a 
newlycreated Export-Import Bank. 558  In October 1990, 
Colombia initiated legislation to grant nondiscrimina-
tory tax treatment to foreign investors. 559  This legisla-
tion was approved in December 1990, as were changes 
in financial laws permitting investors to repatriate prof-
its 
iy.  5

o
60 
f up to 100 percent of their invested capital annual-

Venezuela 
Since Venezuelan President Carlos Andres Perez 

took office in February 1989, Venezuela has eliminated 
most quantitative restrictions on manufactured imports 
and has begun a similar liberalization on agricultural 
goods. Venezuela also is implementing a phased reduc-
tion of the top tariff rate to 20 percent by 1993. 561  Ve-
nezuela announced its intention to privatize 70 state-
owned enterprises in June 1990, 562  including plans to 
sell the telephone company, the ports, two airlines, sev-
eral state-owned hotels and banks, and a number of sta-
te-controlled industries including a steel plant, cement 
companies, and dairy firms. 563  

Since February 1989, Venezuela has permitted for-
eigners to hold 100 percent equity in companies in 
most sectors of the economy, eliminated restrictions on 
the remittance of earnings and capital abroad through 
the free foreign exchange market; and eliminated most 
requirements for prior approval for foreign invest-
ment564  Although Venezuela continues to restrict for-
eign investment in the oil and gas, financial, and ser-
vices sectors, the need for new capital, however, may 
force Venezuela to open these sectors to foreign invest-
ments65  During 1991, the Venezuelan Congress is 
scheduled to consider legislation to allow the first for-
eign investment in the oil and gas sector since foreign 
oil companies were nationalized in 1976 (Venezuela's 
oil and gas sector development plans call for invest-
ments of nearly $21 billion over the 1990-95 peri-
od).566  Caracas continues to limit foreign banks and 
insurance companies to less than 20 percent equity par-
ticipation in the financial sector as well as in other pro-
fessional services. 567  Foreign investors in Venezuela 
still face a 60 percent corporate income and dividends 
remittance tax, with even higher rates set for investors 
in the mining and oil and gas sectors. 568  

5311 Ibid 
559  "Colombia President Pushes New Foreign Investment 

Incentives," Washington Report on Latin America and the 
Caribbean, Nov. 9, 1990, p. 3. 

56° Colombian, "New Economic Measures Implemented." 
561  Kurt Wrobel, "Secretary Mosbacher Leads Mission to 

Venezuela; Emphasis on Private Sector and Market Reforms 
Points to Promising Business Opportunities," Business America, 
Feb. 25, 1991, p. 32. 

562  See Wrobel, "Secretary Mosbacher Leads Mission to 
Venezuela," p. 33. 

563  "Venezuela: Tomorrow They Will Agree," The Economist, 
June 23, 1990. 

"7 For a more detailed discussion of Venezuela's foreign 
investment related reforms, see Wrobel, "Secretary Mosbacher 
Leads Mission to Venezuela," p. 32. 

Ibid. 
me Ibid 
367 Ibid. 
so Hid.  
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Regional Economic Integration 
Related to the trade reforms individual countries 

pursued, most Latin American countries showed re-
newed interest in opening up their economies to for-
eign trade and in pursuing regional approaches to their 
common economic problems in 1990. Motivated per-
haps by the approaching deadline for the implementa-
tion of a single market in Western Europe under the 
EC's 1992 program, the delayed conclusion of the 
GATT' Uruguay Round,569  and the U.S.-proposed trade 
initiatives with the region,570  most Latin American 
countries engaged in some level of planning for or im-
plementatiing a regional trade liberalization Three of 
these schemes, the Argentina-Brazil economic integra-
tion plan, the southern cone common market, and the 
Andean Group's common market plan, are discussed 
below. 

On July 6, 1990, the Presidents of Ar entina and 
Brazil signed the "Act of Buenos Aires, an agree-
ment to accelerate economic integration between the 
two countries.572  They advanced the date for the es-
tablishment of a bilateral common market to the end of 
1994 and created a bilateral working group to coordi-
nate macroeconomic policy until then. 313  Paraguay and 
Uruguay, whose small economies are closely linked to 
the economies of their larger neighbors, sought formal 
inclusion into the Argentina-Brazil bilateral agreement 
in late 1990.574  On March 26, 1991, the four countries 
signed an agreement to jointly establish a southern 
cone common market575  by the end of 1994. 576  

The Andean Group already had freed some 
3,000 items from tariffs for intraregional trade. While a 
common external tariff, one of the group's • 
goals, has not been implemented, nearly 75 percent57 

 of officially registered intraregional trade is duty 
free 579  At the Andean Group's November 1990 sum- 

569  See discussion of the GATT earlier in this chapter. 
sx' See discussion cf the U.S.-proposed trade initiatives for 

Latin America below. 
571  US. Department of State Telegram, June 22, 1990, 

Brasilia, Message No. 06878. 
572  Argentina and Brazil signed their first bilateral economic 

integration agreement in 1986. This agreement entailed the 
signature of protocols covering trade m specific items, such as 
food crops, capital goods, and automobiles, and promised to lead 
to the establishment of a binational common market by 1999. 

5" EIU, Argentina Cowwy Report, No. 4, 1990, p. 19. 
574  "Four Southern Cone Countries Set Out on the Road 

Towards a Common Market," Latin American Weekly Report, 
Nov. 22, 1990, p. 1. 

575  Known by the acronyms MERCOSUR in Spanish, and 
MERCOSUL in Portuguese. 

576  "Latin American Integration: Getting Together," The 
Economist, Max 30, 1991, p. 41. 

5" The Andean Group's original members were Bolivia, 
Colombia, Chile, Ecuador, and Peru. Discussions about an 
Andean common market date to 1967, although the agreement 
creating the group was not signed until 1969. Venezuela joined 
the group in 1973. Chile withdrew in 1977 to pursue an indepen-
dent course in its economic policies. 

579 *Andean Group: Two Speed March to Common Market," 
Latin American Weekly Report, Dec. 13, 1990, p. 2. 

579  Intrategional trade, however, is a small proportion of 
member's total trade. Furthermore, the problan of a relatively 
small internal market is exacerbated by the region's large volume  
of trade in contraband.  

mit, members agreed580  to accelerate targeted deadline 
for the establishment of a regional FTA, with free trade 
to begin by 1992581  and a common external tariff to be 
implemented by the end of 1993. 582  

U.S. Economic Initiatives in Latin America 
The primary thrust of U.S. trade policy is in the use 

of multilateral discussions and fora such as GATT, the 
Organization for Economic Cooperation and Develop-
ment,583  and the United Nations Conference on Trade 
and Development584  to promote free, rules-based trade. 
The United States also has pursued trade promotion 
and international economic cooperation through re-
gional and bilateral trade initiatives. In 1990, against 
the background of economic liberalization in Latin 
America, the United States proposed three new 
U.S.-Latin American economic initiatives: a proposed 
FTA with Mexico,585  the Enterprise for the Americas 
Initiative, and the Andean Trade Preference Act of 
1990. 

US.-Mexico Free-Trade Areas 86  

U.S. authorities and academicians have been specu-
lating about the possibility of a free-trade agreement 
with Mexico since the early 1980s. Despite longstand-
ing Mexican opposition to an FTA with the United 
States,587  in June 1990 the Presidents of Mexico and of 
the United States strongly endorsed the goal of a com-
prehensive free-trade agreement between the United 
States and Mexico.5u On September 25, 1990, Presi-
dent Bush formally requested Congress to allow the use 

5.7  "Andean Group: Two-Speed March." 
591  Ecuador, pleading that its industries will not be able to 

compete by the time of these revised deadlines, will abide by the 
original data set in 1989. 

-311' Bolivia is to adopt the common external tariff in 1995. 
593  See discussion of the OECD in chapter 3. 
594  See discussion of UNCTAD in chapter 3. 
sisFor additional information on Can ada's participation in a 

North American FTA, see the discussion of U.S.-Meici-
gcr:36:1°115d  developmaits in ch. 4. 

599  The U.S.-Mexico Free Trade Area negotiations are 
discussed in greater detail in ch. 5. 

597  Mexico's resistance had been largely based on the 
argument that the developing Mexican economy needed piotection 
against the direct competition for goods and capital from its 
highly industrialized neighbor. Mexico's historic rigidly protec-
tionist stance and import substitution development strategy have 
changed dramatically since 1985. That year, the Mexican 
Government started negotiations. to join the GATT, and the 
following year Mexico became a contracting party to the GATT. 
The apparent softening of the. Mexican attitude toward an FTA 
with the United States is widely attributed to the dramatic 
developments that have taken place in the Soviet Union and 
Eastern Europe. The Salinas goverment now believes that, to 
achieve economic growth, Mexico needs large inflows of foreign 
capital and technology from the United States. Salinas also 
reportedly was =seemed that the dismantling of communism in 
Europe might deflect US. trade and investment interests away 
from its southern neighbors. Magda Kornis, "Mexico Ponders Its 
International Trade Strategy," USITC International Economic 
Review, June July 1990, p. 5. 

sat "Mexico-United States Joint Statement on Negotiation of a 
Free Trade Agreement," June 11, 1990, Presidential Documents, 
1990, p. 933. 
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of the fast-track procedure for negotiating an FTA with 
Mexico and to explore the possibilities of Canada 589 

 joining an agreement. 
Exploration of a U.S.-Mexican FTA was made pos-

sible by the significant steps toward trade liberalization 
and the reduction of trade bathers the Mexican Gov-
ernment already has undertaken. Mexico has lowered 
its tariffs from an average of almost 30 percent in 1985 
to about 11 percent in 1989, versus the 4 percent aver-
age tariff that the United States has on imports from 
Mexico 590  An FTA would eventually bring both num-
bers to zero on U.S.-Mexican trade and would elimi-
nate many nontariff measures. 591  

Enterprise for the Americas Initiative 
On June 27, 1990, President Bush formally an-

nounced the Enterprise for the Americas Initiative 
(EAI)392  in response to the needs for economic assis-
tance expressed by the presidents of Bolivia, Colombia, 
and Peru during their February 1990 meeting with 
President Bush in Cartagena, Colombia. 593  The three 
key objectives of the EAI, are (1) expanded trade 
among countries in the hemisphere, with the long-term 
objective of "a hemispheric free trade zone from Alas-
ka to Argentina"; (2) investment promotion and sup-
port for economic reforms that encourage private in-
vestment; and (3) debt relief for Latin American and 
Caribbean countries 594 

As a first step in the direction of realizing the ob-
jectives of the EAI, the United States stated its inten-
tion to sign bilateral framework agreements 595  with 
any interested country or group of countries in the re-
gion.596  The United States signed bilateral EM frame-
work agreements with Bolivia, Chile, Colombia, Costa 
Rica, Ecuador, and Honduras in 1990. 597 598  The 
United States also began negotiations bilaterally with 
Venezuela, Nicaragua, and Peru, and, multilaterally, 
with Argentina, Brazil, Uruguay, and Paraguay. 5" 6W  

5" For more information an the FTA between the United 
States and Ganda, which entered into effect in 1989, see US1TC, 
Operation of the Trade Agreements Program, 41st Report, 1989, 
US1TC publication 2317, September 1990, pp. 99-103. See also 
discussion of Canada in di. 4. 

5" USITC, Review of Trade and Investment Liberalization 
Measures by Mexico and Prospects for Future United States-Mex-
ican Relations, investigation No. 332 282, USITC publication 
2275, App  1990, pp. 4 3 thro 4 4. 

531  Economic Report of the President, February 1991, p. 253. 
"2  "Remarks Announcing the Enterprise for the Americas 

Initiative," June 27, 1990, Weekly Compilation of Presidential 
Documents, 1990, pp. 1009-1013. 

5" "Declaration of Cartagena," Feb. 15, 1990, Presidential 
Documents, 1990, pp. 248-254. 

5" "Remarks on Transmitting the Enterprise for the Americas 
Initiative Act of 1990," Presidential Documents, Sept. 14, 1990, 
pp. 1370-1371. 

995  Congressional action was not required for the framework 

ra ts. "Bush Proposed Free Trade for the Americas," 
t% Action, November 1990, jp. 3. 

"6 
 Bi
Economic Report of the President, February 1991, p. 255. 

367  d. 
336  The United States signed a framework 	t on trade 

and investment with Mexico in 1987. See US YTC, Operation of 
the Trade Agreements Program, 40th Report, 1988, US1TC 
publication 2208, 1989, p. 118. 

999  Economic Report of the President, February 1991, p. 255. 

El Salvador, Guatemala, Panama, Jamaica, and several 
other Caribbean countries are among the candidates for 
future agreements. 6°1  "The next step is the negotiation 
of free-trade agreements with individual countries and 
groups of countries." 602  Chile has expressed a strong 
interest in pursuing a free-trade agreement with the 
United States 603 

On September 14, 1990, President Bush sent a leg-
islative proposal to Congress to implement the invest-
ment and debt portions of the initiative. Specific provi-
sions in this proposed legislation included the follow-
ing:: (1) U.S. contributions of $100 million annually 
over 5 years to a multilateral fund, managed by the In-
ter-American Development Bank (IDB), to provide 
grant aid to support economic reforms; (2) establish-
ment of an 1DB investment sector lending program to 
support investment reforms; (3) creation of the Enter-
prise for the Americas Facility (EAF) within the U.S. 
Treasury Department to mainge debt reduction opera-
tions for eligible countries; (4) reduction of U.S. 
Agency for International Development and PL. 480 
(the U.S. Food for Peace program) debt obligations; 605 

 (5) sale, reduction, or cancellation of U.S. Export-Im-
port Bank loans" and of assets acquired under the 
Credit Corporation Charter Act (Cc C) for eligible 
countries pursuing debt-for-equitybw or debt-for-na-
ture608  swaps; and (6) allowing eligible countries to 

603  Argentina, Brazil Paraguay, and Uruguay decided to 
negotiate an EAI framework agreement multilaterally with the 
United States as part of their plans to form a South American 
southern cone regional common market by 1995. See U.S. 
Department of State Telegram, Nov. 15, 1990, Montevideo, 
Message No. 05741. 

601  Economic Report of the President, February 1991, p. 255. 
6°2  Ibid. 
6°3  Ibid. 
6°4  To be eligible for debt reduction, Latin American and 

Caribbean countries must (1) have an IMF/World Bank economic 
reform program in effect; (2) have in place major investment 
reforms or otherwise be implementing an open investment regime; 
and (3) have negotiated a satisfactory financing .program with 
commercial banks, including debt and debt service reduction, if 
appropriate. "White House Fact Sheet on the Enterprise for the 
Americas Initiative Act of 1990," Presidential Docwnents, Sept. 
14 1990, p. 1375. 

. 6°5  Decisions on the extent of debt reduction on these 
obligations are to be made through an interagency process chaired 
by the Secreusy of the 

6 	
Treasury. 

" Loans granted under the Export Import Bank Act of 1945, 
as amended. 

6°7  Debt for equity swaps are arrangements in which a creditor 
converts part or all of a country's foreign debt (or sells the debt 
to a third party who converts the debt) into an equity investment 
in the capital assets of the debtor country. These arrangements 
allow creditors to exchange value =mired or nonperfotming 
loans for equity investments while allowing debtor nations to stop 
debt-service on the loan, which then becomes a long-tenor 
investment. 

6°3  Debt-for-nature swaps are arrangements in which an 
indebted country establishes a local-currency fund to finance an 
environmental conservation program in exchange for the cancella-
tion of a portion of the country's foreign debt. Private donors or 
bilateral aid agencies provide all or a portion of the funds needed 
to acquire the debt, at less than its face value, from existing 
creditors. Donors may further reduce debt's outstanding principal. 
Funds that the country would have used to service the debt are 
used to finance new environmental conservation efforts. These 
swaps allow creditors to receive an immediate,but less than face-
value,retum on their value-impaired or nonperforming loans. 
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make interest payments on new obligations resulting 
from debt reduction in local currencies, with the pay-
ments to be used to support environmental programs in 
the debtor countries." 

On October 22, 1990, the United States House of 
Representatives passed a bill610  incorporating the pro-
posed EAI's provisions for tariff cuts, multilateral aid 
programs and debt forgiveness of certain U.S. govern-
ment loans but without the trade provisions and provi-
sions for the establishment of an IADB-managed multi-
lateral investment fund.611  Because the Senate failed to 
approve similar legislation during the 1990 congressio-
nal session, the EAT legislation was not enacted. On 
November 20, 1990, President Bush signed into legis-
lation a Senate billb 12  containing some of the provi-
sions of the EAT. This bill authorized the EAI's provi-
sions for the establishment and operation of the EAF 
and the reduction of P.L. 480 loans to eligible Latin 
American countries. On February 26, 1991, President 
Bush submitted to Congress new EAT implementation 
legislation.613  

Andean Regional Trade Initiative 
On November 1, 1989, President Bush announced 

the results of an interagency effort aimed at developing 
a package of trade initiatives designed to contribute to 
the U.S. administration's war on illicit drugs. 614  One 
element of the proposed trade package included an of-
fer to the governments of Andean countries-Bolivia, 
Colombia, Ecuador, and Peru-to submit new petitions 
to request the addition of products to the U.S. General-
ized System of Preferences (GSP). 615  President 

.38-Continued 
Debtors benefit in several respects: (1) the debt is shifted from 
commercial bank creditors to more concession-minded creditors; 
(2) the ptincipal due on the debt is reduced; (3) debt service is 
made in local currency; and (4) debt service is used for environ-
mental conservation in the debtor country. 

" "Remarks on Transmitting the Enterprise for the Americas 
Initiative Act of 1990," Presidential Documents, Sept. 14, 1990, 
pp. 1370-1371. More detailed information is provided in "White 
House Fact Sheet on the Enterprise for the Americas Initiative 
Act of 1990," Presidential Documents, Sept. 14, 1990, 
pp. 1372-1376. 

610  H.R. 5855 contained the legislation for the Enterprise for 
the Americas Initiative. The House later passed a single bill (HR. 
5892) combining the provisions for the EAI and the provisions 
for the Caribbean Regional Development Act. Congressional 
Record, voL 136, no. 145,Pan III, p. 11481. 

611 Congressional Record, vol. 136, no. 145, Pan 
pp. 11475-11479. 

612 The Food, Agriculture, Conservation, and Trade Act of 
1990 S 2830, which became Public Law 101-624. 

Message to the Congress Transmitting the Enterprise for 
the Americas Initiative Act of 1991," Presidential Documents, 
Feb. 26, 1991, pp. 217-219. 

614  "Statement on Andean Region Trade," Presidential 
Documents, Nov. 1, 1989, pp. 1659-1660. 

615  Following a review by the US. Trade Policy Staff 
Comminze, which administers the U.S. GSP program, President 
Bush granted preferential trade treatment to 67 products from the 

Bush met with the presidents of Bolivia, Colombia, and 
Peru in Cartagena, Colombia on February 15, 1990. In 
a jointlyissued declaration following the meeting, the 
United States promised to cooperate with the Andean 
countries "in a wide range of initiatives for develop-
ment, trade and investment" and to facilitate private 
investment in the region. 616  On July 23, 1990, Presi-
dent Bush announced617  that he would seek legislation 
for limited-duration one-way trade preferences, based 
on the Caribbean Basin Initiative legislation, 618  for Bo-
livia, Colombia, Ecuador, and Peru. Legislation for the 
proposed Andean Trade Preference Act of 1990 was 
submitted to Congress on October 5, 1990.619  This leg-
islation did not reach congressional committee discus-
sion before the yearend recess of the 101st Con-
gress.620  Similar legislation, the Andean Trade Initia-
tive Act (ATIA), was reintroduced to the Congress 621 

 on January 29, 1991.622  Key provisions of the pro-
posed 1991 ATIA legislation include the following: (1) 
a ten-year623  tariff preference regime for certain ar-
ticles from designated beneficiary countries; (2) provi-
sions for eligible articles, including reductions in rates 
of duty on leather apparel, work gloves, and flat goods, 
consistent with 1990 Caribbean Basin Economic Re-
covery Act legislation (CBERA); (3) a provision 
that, to be eligible for duty-free treatment, at least 35 
percent of the cost or value of an article produced in an 
ATIA beneficiary country must be attributable to direct 
costs or processing in one or more countries qualifying 
for ATIA or CBERA benefits; and (4) rules of origin, 
and provisions for revised rules of origin, consistent 
with 1990 CBERA legislation. 

615--Conthured 
Andean countries. For a more detailed discussion of this preferen-
tial US. GSP treatment for Andean products, see discussion of 
the US. GSP in di. 5 below. 

616  'Declaration of Cartagena," Presidential Documents, 
Feb. 15, 1990, pp. 248-254. 

617  "Remarks Following Discussions with President Rodrigo 
Borja Cevallos of Ecuador," Presidential Docwnents, July 23, 
1990,pp. 1140-1143. 

616-In section 243 of the Caribbean Basin Economic Recovery 
Expansion AK of 1990, Congress urged the President to "review 
the merits of extending the benefits of the Caribbean Basin 
Economic Recovery Act to the Andean region." See discussion of 
the Caribbean Basin Economic Recovery Expansion Act of 1990 
in di. 5 below. 

619  "Remarks on Transmitting the Andean Trade Preference 
Act of 1990," Presidential Documents, Oct. 5, 1990, p. 1529. 

""Andean Trade Initiative," Latin American Caribbean 
Business Bulletin, January February 1991, pp. 6-7. 

671  Introduced as HR. 661 and S 275. 
621  "Dole Introduces Andean Initiative Bill With Caribbean 

Twist," Washington Report on Latin America and the Caribbean, 
Feb. 12, 1991, p. 17. 

671  This is a significant difference from the Caribbean Basin 
Economic Recovery Act (CBERA). Although the CBERA was 
originally a 12-year program scheduled to expire in 1995, this 
was extended indefinitely by the Caribbean Basin Economic 
Expansion Act. See discussion of the expanded CBERA in 
chag 5.  

2trSee discussion of CBERA in di. 5. 
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Chapter 2 
The General Agreement on Tariffs 
and Trade and the Tokyo Round 

Agreements 

Regular GATT Activities and 
Work of Committees 

Standing committees and bodies carried out a 
regular schedule of GATT activities outside the Uru-
guay Round during the first half of 1990 but slowed 
this pace in the latter half of the year as more energy 
was devoted to concluding the Round.' Members be-
gan fewer new dispute-settlement issues than in other 
years, although cases under way continued. Negoti-
ations with new applicants for membership were im-
portant so that new members might participate in the 
conclusion of the Round. Individual tariff changes 
continued to be negotiated under article 30CVIII, out-
side the events in the Uruguay Round. Additional 
signatories were reviewed under the Trade Policy Re-
view Mechanism (TPRM), begun as part of the 
Mid-Term Review Agreements of the Uruguay 
Round. Figure 2 presents the organizational structure 
of the GAIT. 

GATT Ministerial 
The 46th session of the Contracting Parties to the 

GATT met in Geneva December 12-13, 1990. The 
session took place just following the suspension of 
the ministerial conference of the Uruguay Round in 
Brussels the week before? The yearend session was 
devoted to the customary review of GATT standing 
bodies. These included the Council of Representa-
tives, the Committee on Trade and Development, and 
the various committees that oversee the Tokyo Round 
Agreements. In some cases, subjects addressed by 
standing committees have been taken up in Uruguay 
Round negotiating groups, such as agriculture or tar-
iffs.3  Similarly, the Consultative Group of 18 
(CG-18),4  which operates like a steering committee 

Office of the United States Trade Representative, 1991 
Trade Policy Agenda and 1990 Aututal Report of the President 
of the United States on the Trade Agreements Program, 1991, 
p. 42. 

2  GATT, GATT Focus, No. 77, December 1990, pp. 1, 5. 
3  As a result, the Committee on Trade in Agriculture has not 

met since 1987 when the Negotiating Group on Agriculture 
took up its area of negotiation. U.S. International Trade 
Commission, Operation of the Trade Agreements Program 
(OTAP), 41st Report, 1989, US1TC publication 2317, September 
1990, p. 38. The Conuninee on Taal Concessions met only 
once in 1990, due to the heavy demands placed on it in the 
Uruguay Round negotiations. GATT, GATT Focus, No. 76, 
November 1990, p. 6. 

4  The CG-18 comprise.: high-level officials responsible for 
their country's trade policies. Its membership consists of both 
industrial and developing country members to reflect the varied 
economic and commercial interests of GATT signatories. The 
composition of this membership rotates annually as well, with 
the GATT Director-General as chairman. The CG-18 was 
formed in 1975, and made permanent in 1979, to provide for  

for the GATT, has not met since 1988, because its 
function is supplanted for the moment by the Uru-
guay Round negotiations.5  

While expressing members' sense of "collective 
frustration and lost opportunity" over the outcome of 
the Brussels conference, the chairman of the contract-
ing parties session called for new efforts to success-
fully conclude the Uruguay Round. 6  He highlighted 
three areas of GATT work in 1990, independent of 
the Round, that reflected members' determination to 
support the multilateral trading system that the GATT 
represents. 

• The four GATT accessions in 1990, and the 
working parties examining yet additional ac-
cessions, as well as many countries, such as 
in Eastern Europe, moving toward economic 
reforms compatible with the GATT multilat-
eral system. 

• The continued use of the GATT dis-
pute-settlement procedures, indicating mem-
bers' support for resolving issues through 
the multilateral process. 

• The provisional Trade Policy Review Mech-
anism that clearly shows members' desire to 
improve the multilateral functioning of the 
GATT system.? 

Council of Representatives 
The chairman of the Council of Representatives 

noted that the work of the Council had continued un-
abated during 1990 despite the acceleration of negoti-
ations in the Uruguay Round. He pointed out several 
issues for the Council to consider in 1991: 

• How to prevent waivers from becoming qua-
si-automatic while still allowing for circum-
stances where genuine policy needs require 
them; 

• How to improve the biennial reporting of de-
velopments in regional agreements, such as 
customs unions and free-trade areas, which 
have not been followed regularly; 

• How to improve derestriction of GATT docu-
ments with the increased interest in GATT ac-
tivities among press, business, and the general 
public.8  

4-Costiourd 

frank and specific discussion among policymakers of formative 
trade policy issues. GATT, GATT Activities 1985, Geneva, June 
1986, p. 61. 

s US1TC, OTAP, 41st Report, 1989, US1TC publication 
2317, September 1990, p. 38. 

6  GATT, GATT Focus, No. 77, December 1990, pp. 1, 5. 
7  GATT, "Forty-Sigh Session of the Contracting Patties," 

press release No. 1498, Dec. 14, 1990. 
• GATT, GATT Focus, No. 77, December 1990, p. 5. 
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I 	 Consultative Group of Eighteen 

Council of Representatives 

Committee on Trade and 
Development 

Sub-Committee on 
Protective Measures 

Standing Bodies of the GATT 
Committees Established under 

Certain Arrangements 

[

Committee of Participating Countries 
(Protocol relating to trade negoti-

ations among developing countries)  

Committee on Balance-of-Payments 
Restrictions 

Committee on Budget, Finance and 
Administration 

Textiles Comrnitee 

Sub-Committee on Adjustment 

Committee on Tariff Concessions 

Joint Advisory Group on the Interna- 
tional Trade Centre UNCTAD/GATT 

Technical Sub-Group on Adjustment 

Textiles Surveillance Body 

Sub-Committee on Trade of Least- 
Developed Countries 

Committee on Safeguards 

Technical Group on Quantitative 
Restrictions and other Non-Tariff 

Measures 

Figure 2 

Organizational structure of the GATT 

Contracting Parties 

Source: The GATT. 
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Committee on Tariff Concessions 

The Committee on Tariff Concessions met only 
once in 1990, in October, due to the pressing de-
mands of the Uruguay Roimd.9  However, a major 
Committee role was foreseen once the Round's nego-
tiations conclude, much as occurred following the To-
kyo Round. 10  At the meeting, the Committee fo-
cused on implementing the new tariff nomenclature, 
the Harmonized System (HS). 11  In 1990, several 
countries requested waivers from their article II 
(Schedules of Concessions) tariff obligations in order 
to put the HS into effect immediately, with negoti-
ations under article XXVIII (Modification of Sched-
ules) to be conducted later, under supervision of the 
Committee. The Committee also helps establish the 
new HS schedules needed for annexation to tariff 
protocols. 

The Committee noted at the meeting that several 
countries had implemented the HS without following 
established procedures and requested that they submit 
the necessary documentation soon. Finally, the Com-
mittee reported that 64 of 99 GATT members had 
adopted the system by 1990, including the United 
States. This amount represented over 95 percent of 
the total trade among the contracting parties. 13  

Committee on Trade and Development 

The Committee on Trade and Development 
(CTD) is responsible for examining issues of interest 
to developing-country signatories. Under its man-
date, the Committee monitors developments in inter-
national trade and reports on the effects of these de-
velopments on developing-country economies. The 
Committee also oversees implementation of part IV 
of the General Agreement, which pertains to trade 
and development, and monitors the operation of the 
"enabling clause," encourages industrial countries to 
provide special and differential treatment to develop-
ing countries. 14  

9  GATT, GAIT Focus, No. 76, November 1990, p. 6. 
10  The committee was established in January 1980 for three 

primary purposes: (1) to keep GAIT tariff schedules up to date, 
(2) to supervise the staging of tariff reductions of the Tokyo 
Round Agreements, and(3) to provide a forum for discussing 
tariff-related questions. The committee spent 1980-87 carrying 
int the staging requirements of the Tokyo Round negotiations. 
3ATT, GATT Activities 1983, Geneva, June 1984, p. 14. 

11  Formally known as the Harmonized Commodity Descrip-
ice and Coding System, the HS was developed by the Customs 
:cooperation Council (CCC) in Brussels to unify and standard-
ze the nomenclature used in the classification of traded goods 
or duty and statistical purposes. The activities of the CCC are 
liscussed in di. 3 of this report. 

12  In 1990, the GAIT Council granted or extended waivers 
:oncoming the time limit for completion of HS negotiations for 
langladesh, Brazil, Hungary, Indonesia, Israel, Malaysia, 
Mexico, Pakistan, Philippines, Sri Lanka, and Markey. GATT, 
7ouncil of Representatives, Report on Work Since the Forty. 
7iftk Session, doc. No. 116766, Nov. 22, 1990. 

13  GATT, GATT Focus, No. 76, November 1990, p. 6. 
14  Part N of the General Agreement, added in 1965, and the 

ambling clause," negotiated as part of the Tokyo Round 
iveements, provide for industrial country members to give 
pedal wnri.eration to reducing existing barriers and refrain 
rum erecting new ones to trade with developing countries. 

In June 1990, the Committee reviewed recent de-
velopments in the trading system, as well as in the 
Uruguay Round, from the perspective of part IV of 
the GATT and the enabling clause. 15  In October, the 
Committee continued this review and carried out a 
comprehensive review of technical assistance pro-
vided by the GATT to developing countries since the 
start of the Uruguay Round. 16  The committee also 
took up the work of the Sub-Committee on the Trade 
of Least-Developed Countries 17  and the annual report 
of the Committee of Participating Countries in con-
nection with the Protocol Relating to Trade Negoti-
ations Among Developing Countries. 18  The Techni-
cal Cooperation Programme of the GATT was con-
sidered very successful in providing many developing 
countries with both technical and financial assistance 
to participate in the Uruguay Round. A number of 
countries expressed the hope that this aid would con-
tinue after the Round to help them analyze, assess, 
and implement the results of the Round.° 

Committee on Balance-of-Payments 
Restrictions 

Although generally prohibited under the General 
Agreement, temporary import restrictions may be 
justified under certain articles in order to conserve 
foreign exchange when facing balance-of-payments 
difficulties. Countries using these exemptions, under 
article XI120  and XVIII:B, 1  must consult with the 

14--ca red 

GATT, GATT Activities 1982, Geneva, April 1983, p. 42. The 
"enabling clause" permits developed country members of GATT 
to give more favorable treatment only to developing countries, 
and special treatment to the least developed countries, despite 
the most favored nation provisions of GATT article I. GA1T, 
GATT Activities 1979, Geneva, Aril 1980, p. 16. The "enab-
ling clause" can be found in GATT "Differential and More 
Favourable Treatment, Reciprocity and Fuller Participation of 
Developing Countries, Decision of 28 November 1979 
(114903)," Basic Instruments and Selected Documents, supp. 26, 
Geneva, March 1980, pp. 203-205. 

25  GATT, Report of the Committee on Trade and Develop-
ment to the Contracting Parties, doc. No. 116744, Oct. 22, 
1990. 

16 GATT, GATT Focus, No. 77, December 1990, p. 5. 
17  The Subcommittee's terms of reference require it "to give 

special attention to the particular situation and trade problems 
of the least-developed among the developing countries ... and 
to keep under review the special treatment which could be 
accorded these countries in the context of any general or 
specific measures taken in favour of developing countries." 
GATT, GATT Activities 1981, Geneva, June 1982, p. 18. 

Is The Protocol entered into force in 1973. Its goal is to 
encourage the exchange of mutually advantageous trade 
concessions by identifying complementary features in the 
structure of trade and production of the developing-country 
participants, whether or not GATT signatories. The protocol has 
been ratified by Bangladesh, Brazil, Chile, Egypt, India, Israel, 
Korea, Mexico, Pakistan, Peru, Romania, Tunisia, Turkey, 
Uruguay and Yugoslavia. Paraguay and the Philippines have 
signed the protocol, pending national ratification. GATT, GATT 
Activities 1989, Geneva, June 1990, p. 135. The Committee of 
Participating Countries-represents signatories of the protocol. 
GATT, GAIT Activities 1979, Geneva, April 1980, p. 48. 

19  GATT, GATT Focus, No. 77, December 1990, p. 5. 
2°  An. )al (Restrictions to Safeguard the Balance of 

Payments) provides for the implementation of import restric-
tions by contacting parties in order to safeguard the balance-of-
payments positions. 

21  Art. VIM (Governmental Assistance to Economic 
Development) provides for the terms under which developing 
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GATT contracting parties while the measures are in 
effect22  through the Committee on Balance-of-Pay-
ments Restrictions. The Committee monitors the re-
strictions and a country's progrest in moving toward 
liberalization 23  

Signatories typically consult every year under ar-
ticle XII. Developing countries, however, may con-. 
suit every 2 years under article XVM:B. "Full" con-
sultations allow all countries whose trade may be af-
fected to assess the scope and justification of these 
restrictions and to examine any practical problem that 
may arise. These consultations also give the consult-
ing country the opportunity to draw attention to ex-
ternal factors, such as other country measures, that 
affect export performance and thus the consulting 
country's reserves and capacity to finance imports. A 
basic assessment of the financial situation of the 
country is provided by the International Monetary 
Fund (IMF) for each consultation. 24  Since December 
1972, developing countries may follow simplified 
procedures for consultations25  unless full consulta-
tions are deemed necessary. Consultations are noti-
fied to the GATT Council, which then adopts them if 
the balance-of-payments restrictions in effect are 
deemed in conformity with the General Agreement. 26 

 In 1990, full consultations were held with Bangla-
desh. Full consultations were proposed for Egypt lat-
er in 1991P 

GATT Integrated Data Base 
In November 1987, the GATT Council authorized 

the Secretariat to begin work on the Integrated Data 
Base (1DB).28  The design of the system has been 
adopted in reference to the precise nature of the trade, 
tariff, and quantitative restrictions data to be main-
tained by the Secretariat. 29  Thirty-six countries" in- 

21—r-widow/ 

countries may take these and other measures for the 
of development in exception to normal obligations under the 
General Agreement. 

22  GATT, "Declaration on Trade Measures Taken for Balanc-
of-Payments Purposes," Basic Instruments and Selected 
Documents, sum. 26, Geneva, March 1980, pp. 205-209. 

23  A number of countries have notified such restrictions, 
engaging in regular consultations over their use. Since 1979, 
consultations have been held with Argentina, Bangladesh, 
Brazil, Colombia, Egypt, Ghana, Greece, Hungary, India, Israel, 
Italy, Korea, Nigpia, Pakistan, Peru, thePhiles, Portugal, 
Sri Lanka, Tunisia, Turkey, and Yugoslavia. Greece, Hungary, 
Italy, and Portugal have succeeded in phasing out their balance-
of-payments measures and are no longer subject to committee 
consultation. USITC, OTAP, 41st Report, 1989, US1TC publica-
tion 2317, September 1990, p. 40. 

24  GATT, GATT Activities 1983, Geneva, June 1984, p. 55. 
25  Sometimes referred to as "miniconsuhations" under which 

the consultations are based upon a written statement by the 
country under review. GATT, GATT Activities 1979, Geneva, 
April 1980, p. 70. 

26  GATT, GATT Activities 1989, Geneva, June 1990, p. 107. 
21  GATT, Council of Representatives, Report on Work Since 

the Forty-Fifth Session, doc. No. I./6766, Nov. 22, 1990. 
23  US1TC, OTAP, 41st Report, 1989, USITC publication 

2317, September 1990, pp. 40-41. 
"'The database will play a key part in the tariff and 

nontariff measure negotiations in and following the Uruguay 
Round. 

" Argentina, Australia, Brazil, Canada, Chile, Colombia, 
Czechoslovakia, the EC (12 countries), Finland, Hong Kong,  

dicated in 1989 their intention to participate in the 
system.31 1DB coverage of world trade, as a result, 
would reach 94 percent. The United States, the EC, 
and Japan have already made submissions to the 1DB. 

Working Group on the Export of 
Domestically-Prohibited Goods and Other 
Hazardous Substances 

At the Punta del Este ministerial meeting inaugu-
rating the Uruguay Round, several countries re-
quested that the issue of exports of domestically pro-
hibited goods should be included in the Uruguay 
Round. Others believed that the issue would be bet-
ter addressed in regular GATT activities. 32  The mat-
ter was again brought up, primarily on the initiative 
of several African delegations at the December 1988 
Montreal Mid-Term Review.33  

In July 1989, the Council decided to establish the 
Working Group on the Export of Domestically-Pro-
hibited Goods and Other Hazardous Substances. The 
group is considering the need for new disciplines to 
regulate the export of goods that are prohibited from 
sale domestically because they are dangerous to hu-
man health or safety. Pharmaceuticals at the exper-
imental stage or with possible serious side effects are 
one example. Another example is certain chemicals, 
pesticides, and insecticides deemed unsafe under do-
mestic laws but still exported. Disposal of industrial, 
toxic, and other wastes is a third consideration of the 
group, because some countries with bans or limits on 
the disposal of these materials still export them to 
other countries. The group is also examining the dis-
cipline that could apply to exports that are severely 
restricted or controlled in their domestic markets 

The group held three meetings in 1989 and five 
in 1990.33  In 1989, Nigeria36  presented its ideas for 
an agreement within GATT that emphasized that (1) 
world trade of these products must be regulated, (2) 
reexported products must also be controlled, and (3) 
both importer and exporter must equally share the de-
cision as to whether to import a product. 37  In 1990, 
the group chairman reported that he had circulated a 
paper containing a Draft Decision on Products 
Banned or Severely Restricted in the Domestic Mar-
ket. This decision would place all trade in domesti-
cally prohibited goods under the auspices of at least 
one international organization. 

30—Consinsa 

lileTigaz, Iceland, India, Jamaica, Japan, Korea, Mexico, New 
Norway, Poland, Sweden, Switzerland, Turkey, the 

United States, and Uruguay. 
31  U.S. Department of State Telegram, Geneva, May 12, 

1989, message reference No. 04048. 
32  USITC, OTAP, 41st Report, 1989, USITC publication 

2317, September 1990, p. 41. 
33 GA'I'T GATT Focus, No. 75, October 1990, p. 12. 
34  GATT, GATT Activities 1989, Geneva, June 1990, p. 101. 
"GATT, GATT Focus, No. 75, October 1990, p. 12. 
36  Based on a joint submission to the November 1988 GNG 

meeting from Cameroon, Cote d'Ivoire, Nigeria, Sri Lanka, and 
Zaire. 

" GATT, GATT Activities 1989, Geneva, June 1990, p. 102 
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The group was originally scheduled to complete 
its work by September 30, 1990. However, the chair-
man requested that this deadline be extended to De-
cember 31, 1990, to allow for further intensive talks. 
The Council agreed to extend the group's deadline 
through March 31, 1991.38  

Textiles Committee and Arrangement 
The Arrangement Regarding International Trade 

in Textiles, known as the Multi-fibre Arrangement 
(MFA), was negotiated in 1973 and entered into force 
January 1, 1974.39  The MFA has been extended 
three times,40  most recently by the 1986 Protocol of 
Extension through July 31, 1991.41  The MFA aims 
to ensure orderly expansion of textile trade while 
avoiding disruption of individual markets or product 
lines in either exporting or importing countries. 42 

 There are 40 participants (the EC counted as a single 
signatory) that have accepted the MFA as extended 
by the 1986 Protocol.° 

The MFA established the Textiles Committee to 
handle the overall management of the arrangement, 
with the Director-General of the GATT as chairman. 
The Committee established the Textiles Surveillance 
Body (TSB) to supervise the detailed implementation 
of the MFA and bilateral agreements negotiated as 
part of the MFA. The TSB consists of an indepen-
dent chairman and 10 members of the MFA, chosen 
to represent a balance of the MFA membership.° 
The TSB reviews all new restrictions, to determine 
their consistency with the provisions of the arrange-
ment, and to function as a forum for dispute settle-
ment.45  

In 1990, the primary focus for negotiations on 
textile issues took place in the Uruguay Round, nota-
bly the Negotiating Group on Textiles and Clothing. 
The Textiles Committee held two meetings, primarily 
to discuss procedural arrangements related to the 
MFA. At the July meeting, the Committee met to 

33  GATT, GATT Focus, Na 78, January-February 1991, p. 5. 
as GATT, GATT Activities 1983, Geneva, June 1984, p. 34. 

For a discussion of the MFA, see USITC, OTAP, 38th Report, 
1986, USITC publication 1995, July 1987, Fp. 1-7 to 1-12. 

" The Arrangement Regarding International Trade in 
Textiles took effect Jan. 1, 1974, for a period of 4 years. It was 
extended once from Jan. 1, 1978, through Dec. 31, 1981. It was 
extended again from Jan. 1, 1982, through July 31, 1986. The 
third extension runs from Aug. 1, 1986, through July 31, 1991. 
GAIT, GATT Activities 1982, Geneva, April 1983, p. 49., and 
GATT, GATT Activities 1986, Geneva, June 1987, p. 86. 

41  GATT, GATT Activities 1986, Geneva, June 1987, p. 86; 
and GATT, GATT Focus, No. 62, June 1989, p. 10. 

42  For a discussion of U.S. agreements negotiated under the 
auspices 

 GAIT,IhIlyrictivitz L89, Geneva, June 1990, p. 113; 
and GATT, "Unilateral trade liberalization undenaken by 45 
countries, reports the director-general of GATT," press release 
No. 1509, Apr. 18, 1991, p. 11. 

"In 1990, the TSB was expanded from 8 to 10 members. 
GATT, GATT Focus, No. 62, June 1989, p. 10. The enlarged 
TSB came into effect Jan. 1, 1990, and is composed of Brazil, 
Canada, China, the EC, Indonesia, Japan , Hong Kong, Pakistan, 
Sweden, and the United States. GAIT, GATT Activities 1989, 
Geneva, June 1990, p. 114. 

45  GATT, GATT Activities 1989, Geneva, June 1990, p. 114.  

discuss the future of the MFA and to consider a report 
from the Sub-Committee on Adjustment, 46  in addi-
tion to a report prepared by the GAIT Secretariat on 
the economic consequences of liberalizing world tex-
tile and clothing trade. At the December meeting, the 
Committee held its annual review of the operation of 
the arrangement, decided on TSB membership for 
1991,47  and continued their discussion of the future 
of the MFA. 

Provisions of the MFA require the Committee to 
consider a year before it expires whether the arrange-
ment should be continued, changed, or ended. The 
Committee began this discussion in July 1990 and 
continued it in December. The Committee agreed to 
defer continued discussion of this issue until the situ-
ation became clearer regarding the hiatus in the Uru-
guay Round negotiations.48  

Actions Under Articles 
of the General Agreement 

Emergency Actions on Imports (Art. XIX) 
Article XIX of the General Agreement permits 

signatories to escape temporarily from their GATT 
obligations in order to impose emergency trade re-
strictions when a domestic industry is threatened with 
serious injury by an unforeseen surge in imports as a 
result of these obligations. 49  A country invoking ar-
ticle XIX must notify the GATT and consult with af-
fected exporting countries to arrange compensation. 
Countries have an incentive to limit their safeguard 
actions or to negotiate with the affected countries, 
rather than simply invoking escape-clause measures, 
because affected countries have the right to suspend 
unilaterally "substantially equivalent concessions or 
other obligations." In 1990, only one safeguard mea-
sure was taken under Article XIX. Austria notified 
an import quota on prepared fowls, effective March 
through December 1990, which was later extended 
through June 1991. Table 4 shows Article XIX ac-
tions still in effect as of September 30, 1990." 

" The Sub-Committee on Adjustment was set up to review 
periodically production and trade in textiles, as well as 
developments in countries' adjustment policies and measures 
and other adjustment processes. It held its first meeting in July 
1982. GATT, GATT Activities 1982, Geneva, April 1983, p. 51. 

47  For 1991, the TSB members will be Canada, the EC, 
Finland, Hungary, Japan, Korea, Peru, Thailand, Turkey, and the 
United States. After 6 months, Hungary will be succeeded by a 
different member of the International Textiles and Clothing 
Bureau (ITCH). The ITCB represents 23 textile-exporting 
developing countries. GATT, News of the Uruguay Round of 
Multilateral Trade Negotiations," press release No. 35, Apr. 11, 
199, 	11. 

4iGNIT, GATT Focus, No. 78, January February 1991, 
PP. 4-5. 

" These actions are also known as "safeguard actions" and 
att. XIX as the "escape clause." Safeguard action is temporary 
following the wording of art. XIX, which provides that a 
concession may be suspended, withdrawn, or modified only "to 
the extent and for such time as may be necessary to prevent or 
remedy" the injury. 	' 

5° GATT, "Measures notified under Article XIX which are 
still in force (Situation as at 30 September 1990)," special 
compilation, furnished by Office of the United States Trade 
Representative. 
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Dispute Settlement (Art. XXII, XXIII) 
Consultations and Panels Requested by the 
United States and Followups 

U.S. Complaint on EC subsidies to processors 
and producers of oilseeds—The GATT Council estab-
lished a panel in June 1988, upon U.S. request, to 
examine EC payments and subsidies paid to proces-
sors and producers of oilseeds and related ani-
mal-feed proteins. 51  The United States argued that 
the EC program was inconsistent with GATT article 
III provisions for national treatment and that the mea-
sures nullify and impair trade concessions in viola-
tion of GATT article II. 52  The EC contended that 
payment of subsidies exclusively to domestic produc-
ers did not violate article III provisions for national 
treatment, that disciplines on subsidies were set out 
entirely in article XVI and were not overridden by 
article III.53  

The panel report was presented to the Council 
and adopted on January 25, 1990. 54  The panel con-
cluded that EC payments to oilseed processors were 
inconsistent with article III:4 and that the EC should 
bring its regulations into conformity with the GATT, 
that the subsidy schemes had impaired EC tariff con-
cessions granted on oilseeds and the impairment 
should be eliminated, and that the contracting parties 
should take no further action under article XXIII:2 
until the EC had reasonable time to adjust its regula-
tions including elimination of the impairment of the 
tariff concession.55 56  

51  GATT, GAIT Focus, No. 55, June-July 1988, p. 3. 
52  GATT, GATT Focus, No. 68, February 1990, pp. 2-3. 

54
" Ibid., p. 3. 

pp. 2-3. 
"For further details, see "Enforcement of Trade Agreements 

and Response to Unfair Trade Practices" section in ch. 5. 

U.S. Complaint on Thailand's restrictions on im-
portation of and internal taxes on cigarettes—The 
Council established a panel in April 1990, on request 
from the United States, to examine Thailand's restric-
tions on the importation of, and its internal taxes on, 
cigarettes.57  The United States maintained that the 
Thai import restrictions prohibiting cigarette imports 
were inconsistent with GATT article XI:4 concerning 
quantitative import restrictions because the restric-
tions were not covered by any of the article's excep-
tions nor by Thailand's Protocol of Accession. More-
over, Thailand's higher ceilings on excise taxes for 
imported cigarettes and the exemption of domestic 
cigarettes from business and municipal taxes contra-
vened article III national treatment provisions.58 

 Thailand argued that cigarettes were an agricultural 
product, and as such, import restrictions were justi-
fied under GATT article XI:2(c)(i) exceptions. Thai-
land argued further that GATT article XX(b) provi-
sions concerning restrictions "necessary to protect 
human . . . life or health," as well as provisions of its 
Protocol of Accession, permitted its import measures. 
Thailand considered that its taxes on cigarettes were 
consistent with national treatment provisions arguing 
that Thailand's efforts to control smoking would be 
hindered by an increase in total cigarette sales that 
would result from competition between domestic and 
imported cigarettes if the latter were allowed to be 
imported. Thailand further argued that the restric-
tions were justified because its Tobacco Act of 1966 
predated its 1982 accession to the GATT.59  The EC 
made third-party submissions to the panel as a major 
cigarette manufacturer and exporter, advancing argu-
ments that supported the U.S. position.6  

" GAIT, GAIT Focus, No. 70, April 1990, p. 3. 
wGAIT, GATT Focus, No. 76, November 1990, p. 7. 

6° Ibid. 
Table 4 
Article XIX actions in effect as of Sep. 30, 1990 

Implementing 
country 

Date 
Notified' 
Mar. 1987 
Mar. 1990 
July 1983 
Dec. 1981 
July 1982 
Oct. 1982 
Apr. 1984 
June 1985 
Jan. 1986 
Apr. 1986 
W. 1987 
Dec. 1987 
May 1988 
July 1989 
Sep. 1958 
May 1969 
Dec. 1961 
Nov. 1984 
Aug. 1985 
June 1986 
Feb. 1967 
July 1983 

Type of Product 
Austria 	  Broken rice 
Austria 	  Prepared fowls 
Australia 	  Filament lamps 
Canada 	  Non-leather footwear 
Canada 	  Leather footwear 
EC 	  Dried grapes 
EC 	  Quartz watches 
EC 	  Morello cherries 
EC 	  Preserved raspberries 
EC 	  Sweet potatoes 
EC 	  Steel products 
EC 	  Frozen squid 
EC 	  Refrigerators, freezers 
EC 	  Processed cherries 
Germany 	  Hard coal 
Italy 	  Raw silk 
Nigeria 	  Cement 
South Attica 	  Footwear 
South Africa 	  Malic add 
South Africa 	  Acids, flasks, steel wire 
Spain 	  Synthetic rubber 
United States (terminated 9/30/90) 	  Speciafty steel 

Date of distribution of notification. 
Source: The GATT. 
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The panel report was presented to and adopted by 
the Council on November 7, 1990. 61  The panel con-
cluded in favor of the United States, noting that Thai-
land's failure to grant cigarette import licenses over 
the past 10 years was inconsistent with article XI:1, 
that cigarettes were processed products not entitled to 
the exceptions under article XI:2(cXi), that discrimi-
nation against imported cigarettes while allowing do-
mestic cigarettes to be sold was not consistent with 
article XX(b) provisions that permit measures "nec-
essary to protect human . . . life" to take priority over 
trade liberalization, that Thailand's Tobacco Act does 
not exempt it from GATT obligations because Thai-
land's Protocol of Accession explicitly gives Thai ex-
ecutive authorities the power to grant import licenses, 
and that Thailand had exhibited elsewhere measures 
consistent with national treatment by introducing a 
single excise tax and eliminating business and munic-
ipal taxes for all cigarettes. The panel recommended 
that Thailand bring its application of the Tobacco Act 
into conformity with its obligations under the Gener-
al Agreement.°4  

U.S. Complaint on EC restrictions on exports of 
copper scrap—The panel, established at U.S. request 
in July 1989 to examine EC restrictions on exports of 
copper scrap, reported on February 20, 1990, that af-
ter an initial panel meeting, bilateral consultations be-
tween the two parties had resolved the dispute. 63  

Followup on U.S. complaint on Canadian restric-
tions on imports of ice cream and yogurt—The 
United States repeated its requests several times dur-
ing 1990 for implementation of the panel report 
adopted in December 1989 which concluded that the 
Canadian restriction on imports of ice cream and yo-
gurt were inconsistent with GATT provisions. Cana-
da maintained that differing interpretations of exist-
ing GATT rules concerning agriculture made it rea-
sonable to await the outcome of Uruguay Round ne-
gotiations before deciding on implementation of the 
report." The United States reported that it had 
drawn up a preliminary list of products which formed 
a basis for retaliatory withdrawal of concessions, stat-
ing it could not wait indefinitely while U.S. produc-
ers suffered economic hann. 65  

U.S. retaliation request on Canadian nonimple-
mentation of panel report on import, distribution, and 
sale of alcoholic drinks by Canadian Provincial Mar-
keting Agencies—In October and again in November 
1990, the United States requested from the GATT 
Council the authority to suspend concessions for the 
nonimplementation of the panel report, requested 
originally by the EC and adopted in March 1988, 
concerning the import, distribution, and sale of alco-
holic drinks by Canadian Provincial marketing 
boards. The United States claimed Canada continued 

61 /bid.,  p.  1 .  
a Ibid., pp. 1, 4, 5, 7. 
63  GAIT, GATT Focus, No. 69, March 1990, p. 3. 
" GAIT, GATT Focus, No. 72, July 1990, p. 10. 
° GAIT, GATT Focus, No. 78, January-February 1991, p. 4.  

to maintain discriminatory measures against U.S. 
beer exports while Canada responded that the listing 
practices of its Provinces did not discriminate against 
imported beer. The EC confirmed that its consulta-
tions continue with Canada with little hope of con-
cluding soon. In February 1991, the Council agreed 
to establish a new panel to address the U.S. com-
plaint. The United States and Canada agreed on the 
same panelists as in the 1988 case, to the extent pos-
sible. The EC, Japan, New Zealand, and Switzerland 
reserved the right to make submissions to the pane1. 66  

Panels and followups examining US. measures 

Followup on EC complaint on U.S. restrictions 
on imports of sugar—The panel established June 
1989 at EC request to examine U.S. restrictions on 
the importation of sugar and sugar-containing prod-
ucts applied under its 1955 waiver, reported its find-
ing February 20, 1990. The EC argued that the U.S. 
measures were inconsistent with GATT articles II and 
XI, concerned with tariff concessions and elimination 
of quantitative restrictions, respectively. The EC 
contended further that the U.S. measures were no 
longer consistent with the conditions and assurances, 
attached to the waiver, that make these restrictions 
consistent with GATT obligations. The United States 
maintained that the measures were consistent with the 
waiver, arguing further that the EC had not proven it 
was actually affected by these measures as required 
under article XXIII because the EC was a high-cost 
producer of sugar. 

The panel concluded that the U.S. fees imposed 
on refined sugar do not entail duties in excess of 
those effective under the U.S. Schedule of Conces-
sion; that while the restrictions on imports of sug-
ar-containing products are inconsistent with article 
XI:1, they conform nonetheless to the terms granted 
in the 1955 waiver, that U.S. assurances given when 
the waiver was granted, though not part of the condi-
tions of the waiver, may be relevant to a decision by 
the contracting parties to modify or withdraw the 
waiver, and finally, that the EC had not provided the 
detailed justification needed under article XXIII:1(b) 
for an examination of its complaint, although the EC 
is not precluded from furnishing this information at a 
later date to support such an examination. 67  Al-
though adoption of the report was blocked a number 
of times by the EC because of concerns about the 
panel conclusions, the report was finally adopted on 
November 7, 1990.68  

Followup on Australian complaint on U.S. re-
strictions on imports of sugar—The United States in-
formed the Council in October 1990 that it had taken 
steps to implement the panel report adopted in June 

"GATT, GATT Focus, No. 75, October 1990, p. 5; GAIT, 
GATT Focus, No. 76, November 1990, p. 6; GAIT, GATT 
Focus, No. 77, December 1990, p. 7; and GATT, GATT Focus, 
No. 78, January-February 1991, P.  2. 

67  GATT, GATT Focus, No. 69, March 1990, pp. 2-3. 
68  GATT, GATT Focus, No. 76, November 1990, p. 5. 
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1989 concerning an Australian complaint about U.S. 
restrictions on imports of sugar. On September 14, 
1990, the United States issued a Presidential Procla-
mation that established on October 1, 1990, a tar-
iff-quota system for sugar imports. The United States 
noted that the new system would be in conformity 
with its obligations under the GATT because sugar 
was not bound in the U.S. tariff schedule in the 
GATT. Australia voiced concern that the new system 
would effectively maintain the same restrictiveness 
of sugar imports as the previous regime. 69  

Canadian complaint on U.S. countervailing du-
ties on imports of pork products—The GATT Council 
established a panel in November 1989, upon request 
from Canada, to examine a U.S. decision to impose 
countervailing duties (CVD) on imports of Canadian 
pork products. Canada claimed that the U.S. measure 
violated article VI:3 of the General Agreement: 70 

 Canada argued that U.S. duties on pork products vio-
lated strict GATT rules on the use of countervailing 
measures because the duties did not aim at offsetting 
subsidies given to Canadian pork processors, but 
rather at subsidies given to Canadian pig fanners?' 
By levying a countervailing duty on pork in excess of 
the amount of subsidy on the production of pork; 
Canada claimed the United States failed to meet the 
conditions set out in GATT article. VI:3, which reads 
"No countervailing duty shall be levied on any prod-
uct . . . in excess of an amount equal to the estimated 
. . . subsidy determined to have been granted, directly 
or indirectly, on the ... production ... of such prod-
uct." Canada requested that the panel recommend 
that the excess duties collected be refunded and that 
no further duties be collected unless the conditions of 
article VI:3 are met. The United States argued that 
the duties were levied consistently with article VI:3 
and requested that the , panel reject the complaint:72  

The panel reported to the Council in October 
1990, concluding in favor of Canada.73  The panel 
held that U.S. countervailing duties on fresh, chilled, 
and frozen pork from Canada were being levied in-
consistently with article VI:3 because the U.S. deter-
mination that Canadian pork production had bene-
fited from subsidies had not been made in accordance 
with the requirements of the provision. However, the 
panel made clear that its report ruled narrowly on the 
fulfillment of conditions under article. VI:3. The pan-
el specified that it had not ruled on whether subsidies 
to swine producers did or did not benefit pork pro-
duction to some extent. 

The United States has yet to accept the panel re-
port. The United States has noted the complexity of 
the panel conclusions and, in February 1991, noted 
that an imminent decision under the Canada-United 
States Free-Trade Agreement might render the case 

69  GATT, GATT Focus, No 75, October 1990, p. 3. 
" GATT, GATT Activities 1989, Geneva, June 1990, p. 98. 
71  GAIT, GAIT Focus, No. 75, October 1990, pp. 2-4. 
72  Ibid.,. 4. p 
73  Ibid., p. 2.  

moot.74  The United States promised to return all cash 
deposits with interest to Canadian exporters should 
the binational United States-Canadian panels rule 
against the U.S. duties in question 7 5  

Followup on Canadian and EC complaint on the 
U.S. Customs Users' Fee—The United States an-
nounced October 3, 1990, to the Council that the U.S. 
Customs and Trade Act of 1990, signed August 20, 
1990, contained a provision that brought the U.S. 
customs users' fee ystem into conformity with the 
General Agreement. 76  The panel report adopted in 
February 1988 followed a complaint by Canada and 
the EC that the fee was inconsistent with GAIT ar-
ticles II (Schedules of Concessions) and VIII (Fees 
and Formalities connected with Importation and Ex-
portation), complaints which led the Council to estab-
lish a panel in February 19877 7  The panel concluded 
that fees should relate approximately to the costs of 
processing the individual import entry in question, 
which the U.S. ad valorem duty system did not do to 
the extent that it levied fees exceeding these costs. 
The panel also found the U.S. ad valorem system in-
consistent with its GATT obligations when the fee 
was intended to pay for certain Customs Service acti-
vities that were not "costs of services rendered." 78  

Cases and followups among other countries 
Followup on United States, Australian, and New 

Zealand complaints on Korean restrictions on im-
ports of beef—The United States announced in April 
1990 that it had reached an agreement in principle 
with Korea on its import regime for beef. The bilat-
eral agreement was consistent with the GATT panel 
report on Korean restrictions on beef adopted in No-
vember 1989 as well as with Korean commitments 
made to the GATT Committee on Balance-of-Pay-
ments Restrictions. 79  Australia announced in May 
1990 a bilateral understanding with Korea that effec-
tively resolved a similar dispute on Korea's beef im-
port regime.80  Korea announced in July 1990 that it 
had concluded bilateral talks with New Zealand over 
Korea's beef import restrictions, reaching an agree-
ment similar to those reached with the United States 
and Australia.81  

" A binational panel under the Canada-United States 
Free-Trade Agreement (FFA) has twice remanded a use 
decided by the USITC concerning material injury by reason of 
imports of subsidized, fresh, chilled, or fmzen pork from 
Canada. The USITC has reversed its original finding, and the 
use remains controversial, with an Extraordinary Challenge 
Committee being 	' by the United States on March 29. 
1991. See USITC, 	by responds to second remand to 
ITC on Canadian pork," International Economic Review, Mar. 
1991, p. 6; and US1TC, "United States-Canada dispute settle-
ment process comes under close scrutiny," International 
Economic Review, May 1991, pp. 8-9. 

" GATT, GATT Focus, No 76, November 1990, p. 5; 
GATT, GATT Focus, No. 77, December 1990, pp. 6-7; and 
GATT, GATT Focus, No. 78, Jan ary-February 1991, p. 4. 

76  GATT, GATT Focus, No. 75, October 1990, p. 3. 
77  GATT, GATT Focus, No. 44, March 1987, p. 1. 
7S  GATT, GATT Focus, No. 53, Febtuary-March 1988, p. 7. 
" GATT, GATT Focus, No. 70, April 1990, p. 3. 

GATT, GATT Focus, No. 71, May-June 1990, p. 3. 
Si  GATT, GATT Focus, No. 73, August 1990, p. 5. 
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Working party report adopted on Swiss reserva-
tions on Article XI under their Protocol of Acces-
sion—The Council adopted in April 1990 the report 
of the working party that examined Swiss reserva-
tions to GATT article XI (General Elimination of 
Quantitative Restrictions) lodged in the Swiss Proto-
col of Accession to the GATT. Under its protocol of 
accession, Switzerland must present an annual report 
to the GATT on measures maintained under the reser-
vation. Whereas some members of the working party 
felt the Swiss reservation should be terminated as 
part of a successful Uruguay Round agreement on 
strengthening GATT rules and disciplines, Switzer-
land responded that this issue extended beyond the 
mandate of the working party. 82  

Japanese complaint on EC regulations on im-
ports of parts and components—The Council adopted 
in May 1990 the report from the panel requested by 
Japan disapproving EC duties levied on imported 
parts and components. The EC agreed to the report's 
adoption but noted that implementation of the panel's 
recommendations would need to await the results of 
the Uruguay Round in the hope that negotiations in 
the Round would clarify the problem of circumven-
tion of these "anti-dumping" duties. 83  The EC sees 
these charges as "anti-dumping" duties levied on 
so-called "screwdriver assembly" plants. These 
plants, set up in the EC, import components of goods 
and assemble finished products within EC borders 
which have the effect of avoiding antidumping duties 
that might otherwise be levied on imports of the fin-
ished products. 

Customs Unions and Free-trade Areas 
(Art. XXIV) 

Regional trading arrangements are allowed under 
GATT article XXIV as an exception to the general 
GATT rule of most-favored-nation treatment. This 
exception recognizes the value placed on the closer 
integration of national economies through freer trade 
among countries that agree to abolish trade barriers 
between one another. These regional groupings are 
sanctioned provided that certain requirements are met 
to ensure that these arrangements improve trade be-
tween participant countries without raising new barri-
ers to those outside the arrangement, that is, create 
rather than divert trade from those outside. Regional 
trade arrangements under article XXIV can form ei-
ther as a free-trade area or a customs union. In either 
case, duties, regulations, or other trade barriers 
applied to countries outside the arrangement must be 
no more restrictive than before the arrangement be-
gan." 

Typically, the GATT establishes working parties 
to examine newly formed regional arrangements and 
their trade-related aspects, although to date no formal 

112  GATT, GATT Focus, No. 70, April 1990, p. 3. 
83  Ibid., p. 2. 
84  GATT, "Text of the General Agreement," Basic Instru-

ments and Selected Documents, voL W, Geneva, March 1969.  

. ruling on the compatibility of any free-trade area with 
the GMT has been issued. Members of these new 
groupings are normally required to report on a bian-
nual basis concerning the functioning of the arrange-
ment. 85  In February 1989, the GATT Council formed 
a working party to examine the Canada-United States 
Free-Trade Agreement (FTA) that went into effect 
January 1, 1989, for its compatibility with provisions 
under the General Agreement, article XXIV in panic-
ular.86  After a delay in appointing a new chairman 
that kept the working party from starting up, the 
United States and Canada were able to respond to 
initial questioning from other contracting parties 
about the functioning of the free-trade area in Octo-
ber 1990. 87  • 

Negotiations on Modifications of 
Schedules (Art. XXVIII) 

Article XXVIII provides the mechanism by 
which a contracting party may modify or withdraw 
tariff concessions. 8  The GATT member wishing to 
do so must enter into negotiations with contracting 
parties both for whom a particular concession is of 
primary significance as well as those with any sub-
stantial interest in the concession involved. The ar-
ticle is based on the principle of balanced compensa-
tion so that any renegotiated concession should be as 
advantageous overall to both parties as the previous 
concession. This balance generally is achieved by 
adjusting tariffs on other products." 

Article XXVIII modifications are also used when 
tariff rates are adjusted because a product is reclassi-
fied for administrative or judicial reasons. Members 
wishing to use article XXVIII measures must notify 
the GAIT and submit a request to the GATT Council 
for authorization to enter into negotiations. A num-
ber of renegotiations of GATT tariff schedules have 
come about in recent years with the advent of the new 
tariff nomenclature, the Harmonized System." Ar-
ticle XXVIII is the means by which compensation is 
negotiated for changes to bound tariff rates that arise 
from conversion to the Harmonized System. 

Accessions to the General Agreement 
(Art. XXVI, XXVIII) 

In 1990, four countries became signatories to the 
General Agreement. Tunisia became the 97th full 
Contracting member on August 19, 1990, although it 

35  ibid. 
"GAIT, GATT Activities 1989, Geneva, June 1990, p. 106. 
In GATT, Council of Representatives, Report on Work Since 

the Forty-F0h Session, doc. No. 116766, Nov. 22, 1990. 
Is USITC, OTAP, 41st Report, 1989, USITC publication 

2317, September 1990, p. 50. 
IliGATT, "Text of the General Agreement," Basic Instru-

ments and Selected Documents, voL IV, Geneva, March 1969. 
" The Harmonized System was ado 	in January 1988. 

See the section in this chapter on theCommittee on Tariff 
Concessions for further information regarding the Harmonized 
System. 
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acceded provisionally over three decades ago in No-
vember 1959. Venezuela became the 98th member 
country, acceding to the GATT on August 31, 1990. 
Bolivia signed its Protocol of Accession in August 
1989 and became the 99th contracting party on Sep-
tember 8, 1990.91  Costa Rica completed its acces-
sion negotiations and ratification to become the 100th 
GATT signatory on November 24, 1990. 92  See table 
5 for a list of contracting parties to the GATT as of 
December 31, 1990. 

Early in 1991, the accession of new members 
continued. Macao became the 101st signatory to the 
GATT on January 11, 1991, although it had applied 
de facto GATT rules since 1962. Previously, Macao's 
interests in the GATT had been represented by the 
Government of Portugal. However, following decla- 

91  GATT, "GAIT Membership Reaches Ninety-Nine," pas 
release No. 1490, Sept. 20, 1990. 

92 GATT "Costa Rim Becomes GATT's 100th Member," 
press release No. 1493, Oct. 25, 1990.  

rations93  from the Government of Portugal and 
the People's Republic of China, Macao was deemed 
to meet the criterion, under GATT article XXXIII, of 
a separate customs territory that "possesses full au-
tonomy in the conduct of its external commercial re-
lations," and therefore was enabled to join as a full 
and separate contracting rnember.94  El Salvador 
signed its Protocol of Accession to the GATT on De-
cember 13, 1990.95  Thirty days following ratification 
by its legislature, El Salvador will become the 102nd 
GATT contracting party.96  

93  The Government of Portugal declared under GATT art. 
XXVI:5(c) that Macao had full autonomy to undertake GATT 
membership. The 	Republic of China (China) also 
declared under art. XXVI:5(c) that, from Dec. 20, 1999, the 
Macao Special Administrative Reston of China would continue 
to meet these requirements. GATT, GATT Focus, No. 78, 
January-February 1991, pp. 1, 8. Macao is scheduled to become 
part of China by the year 2000. 

" GATT, "Macao Becomes GATT's 101st Member," press 
release No. 1501, Jan. 14, 1991. 

" GATT, "El Salvador Signs Protocol of Accession to 
GATT," press release No. 1500, Dec. 17, 1990. 

96  GATT, GATT Focus, No. 77, December 1990, p. 8. 

Table S 
Contracting Parties to the GATT: Status as of Dee.. 31, 1990 

Contracting Parties to the GATT (100) 

Antigua and Denmark Luxembourg Spain 
Barbuda Dominican Madagascar Sri Lanka 

Argentina Republic Malawi Suriname 
Australia Egypt Malaysia Sweden 
Austria Anland maves Switzerland 
Bangladesh France Malta Thailand 
Battados Gabon Mauritania Togo 
Belgium Gambia Mauritius Trinidad and 
Belize Germany Mexico Tobago 
Benin Ghana Morocco Tunisia' 

Greece Myanmar, Union of Turkey 
Botswana Guyana Netherlands Uganda 
Braid Haiti New Zealand United Kingdom 
Burkina Faso Hong Kong Nicaragua U.R. of Tanzania 
Buruncl HunilarY Niger United States of 
Cameroon Iceland Nigeria America 
Canada India Nonvay Uruguay 
Central African Indonesia Pakistan Venezuela' 

Radepubbc 
Ch 

Ireland 
Israel 

Peru 
Philippines 

Yugoslavia 
Zaire 

Colombia 
Italy Poland Zambia 
Ivory Coast Portugal Zimbabwe 

Congo Jamaica Romania 
Costa Rica' Japan Rwanda 
C6te 	Ivoire Kenya Senegal 
Cuba Korea, Republic of Siena Leone 
Cyprus  Kuwait Sin9aPore 
Czechoslovakia Lesotho South Africa 

New member in 1990. 

Countries to whose territories the GATT has been applied and that now, as independent states, maintain a de facto 
application of the GATT pending final decisions as to their future commercial policy (28) 

Bahamas 
Bahrain 
Brunei Darussalam 
Cape Verde 
Dominica 
Equatorial Guinea 
Fp 

Grenada 
Guinea-Bissau 
Kampuchea 
Kiribati 
Mali 
Mozambique 

Qa
Papua New Guinea 

tar 

St. Christopher 
and Nevis 

St. Lucia 
St. Vincent and 

the Grenadines 
Sao Tome and 

Princi  
Seychelles 
Solomon Islands 

Swaziland 
Tonga 
Tuvalu 
United Arab 

Emirates 
Yemen 

Source: The GATT. 
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As part of accession negotiations, Tunisia agreed 
ID bind over 900 tariff headings at rates ranging from 
17 to 52 percent. It also undertook to abolish import 
licenses and quantitative restrictions on many prod-
ucts. Venezuela pledged to bind its entire tariff 
schedule at a 50-percent ceiling, to be lowered to 40 
percent after 2 years. Bolivia undertook to bind its 
entire tariff schedule at a 40-percent ceiling. Costa 
Rica pledged that it would bind its whole tariff sched-
ule at a ceiling of 60 percent and would reduce this 
ceiling to 55 percent within 3 years of accession. 
Costa Rica will also endeavor to end all import sur-
charges within 4 years and all import-licensing re-
strictions and quantitative restrictions in a similar 
time period. El Salvador agreed to bind its tariff 
schedule at a 50-percent ad valorem ceiling when it 
acceded, and to reduce this ceiling to 40 percent on 
December 31, 1993. 

A number of other countries are currently in the 
process of applying for accession to the GAIT. 97 

 These include Algeria, Bulgaria, China, Guatemala, 
Honduras, Nepal, and Paraguay. Working groups 
have been established for most of these." In addi-
tion, the Soviet Union was granted observer status in 
the GATT as of May 16, 1990. According to the 
U.S.S.R., this is a first step toward future application 
for GATT membership." 

Waivers (Art. XXV) 
In 1990, the contracting parties granted a number 

of waivers under GATT article XXV:5 so that indi-
vidual signatories could remain in compliance with 
their obligations under the General Agreement. 'Typi-
cally, these waivers waived countries' obligations un-
der article II to grant most-favored-nation treatment 
during tariff renegotiations. Many of these waivers 
were granted in connection with the implementation 
of the Harmonized System (see section on the Com-
mittee on Tariff Concessions). However, in 1990 one 
waiver was noted especially for marking the unifica-
tion of Western and Eastern Germany. 

EC Waiver for German Unification 
On October 3, 1990, the EC announced the unifi-

cation of Germany and noted that trade with the for-
mer German Democratic Republic (GDR) fell under 
GAIT rules from that date. The EC also noted its 
adoption of transitional measures to maintain trade 
between the former GDR and its Eastern European 
trade partners. One measure was duty-free tariff quo-
tas, whereby a certain volume of imports is permitted 

r Taiwan has also indicated informally that it would like to 
join the GATT. Taiwan would likely accede to the GATT 
through art. XXXIII under the name of "Separate Tariff 
Territories of Taiwan, Penghu, Xiamen and -Matsu Wands" 
because the United Nations General Assembly voted in 1971 to 
recognize the Peoples Republic of China (PRC) as the sole 
legitimate Chinese Government. See T.Y Wane, "Taiwan's 
GAIT Membership - Fully Deserved, Yet Elustve," Christian 
Science Monitor, Mar. 4, 1991, p. 19. 

" GAIT, "GATT Membership Reaches Ninety-Nine," press 
release No. 1490, Sept. 20, 1990 

" GATT, GATT Focus, No. 71, May-June 1990, p. 1.  

duty-free entry but imports exceeding this limit must 
pay established tariff rates. Another was quantitative 
restrictions for trade from European COMECON 
countries identical in amount to previous GDR trade 
agreements. 

On November 7, 1990, the EC requested a tem-
porary waiver of its obligations under GATT article 
I:1. 101  GATT signatories granted this waiver at the 
46th Session of the Contracting Parties, held Decem-
ber 13, 1990, by a vote of 56 in favor, three 
against, 102  and five abstentions. 103  The waiver is ef-
fective from October 3, 1990, through December 31, 
1992. It will permit the EC to grant duty-free treat-
ment to certain imports from Eastern Europe 104  and 
the Soviet Union for the quantities and values stipu-
lated in trade agreements signed by the former Ger-
man Democratic Republic. The waiver is aimed at 
maintaining existing trade flows and facilities be-
tween this part of unified Germany and the Eastern 
European and Soviet signatories to trade agreements 
with the former GDR.Iu° 

Trade Policy Review Mechanism 
The Trade Policy Review Mechanism (TPRM) 

was initiated provisionally following the April 1989 
Mid-Term Review of the Uruguay Round as part of 
the agreements reached in the Negotiating Group on 
Functioning of the GATT System (FOGS). In 1990, 
the GAIT Council reviewed the trade policies of 
Sweden and Colombia under the TPRM in June. 106 

 In July and August 1990, additional reviews were 
held of the trade policies of Canada, Hong Kong, Ja-
pan, and New Zealand. 107  Future reviews are sched-
uled for the EC, Hungary, and Indonesia (April 
1991); Bangladesh, Chile, and Thailand (June 1991); 
Norway, Switzerland, and Nigeria (September 1991); 
and Argentina, Austria, Finland, Ghana, Singapore, 
and the United States once again (December 
1991).108  The United States 1" was one of the first 
countries reviewed under the TPRM in December 
1989, along with Australia and M.orocco. 11° 

Implementation of the Tokyo Round 
Agreements 

The operationll 1  in 1990 of the Tokyo Round 
agreements and arrangements (informally referred to 

1110  GATT, GATT Focus, No. 75, October 1990, p. 2. 
101  GATT, GATT Focus, No. 76, November 1990, p. 4. 
102 The United States, Japan. and Hong Kong. 
103  GAIT, GATT Focus, No. 77, December 1990, p. 6. 
1" Bulgaria, Czechoslovakia, Hungary, Poland, Romania, 

and Yugoslavia. 
1°5  GATT, GATT Focus, No. 76, November 1990, p. 4. 
I°6  GATT, GATT Focus, No. 72, July 1990, pp. 1, 6-9. 
WI  GATT, GATT Focus, No. 74, September 1990, pp. 2-12. 
us Ibid., p. 2. 
109  For a discussion of the review of U.S. trade policies in 

December 1989, sec US1TC, OTAP, 41st Report, 1989, US1TC 
publication 2317, September 1990, p. 52. 

11° GATT, GATT Focus, No. 68, February 1990, pp. 15-16. 
111  The Tokyo Round Codes entered into force on Jan. 1, 

1980, with the exception of the Government Procurement and 
Customs Valuation Cades, which became effective 1 year later, 
on Jan. 1, 1981. The United States and the EC implemented the 
Customs Valuation Code earlier, on July 1, 1980. 
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as the Tokyo Round Codes) 112  is described in the fol-
lowing section. Negotiated in the Tokyo Round of 
multilateral trade negotiations (MTN), six of these 
agreements set out Codes of conduct governing the 
use of nontariff measures (antidumping, subsidies 
and countervailing duties, government procurement, 
standards, import-licensing procedures, and customs 
valuation) and three are sectoral agreements (bovine 
meat, dairy.products, and civil aircraft). Committees 
or councils n 3  administer their respective Codes. 114 

 GATT members are not required to join the Codes, 
and a number have chosen not to do so. Non-mem-
bers may join the Codes, and signatories to the Codes 
are not obliged to extend the benefits of a Code to 
nonsignatories. For this reason, Code signatories 
have sought to assess the operation of the agreements 
since they began and encourage more GATT mem-
bers to join, particularly by improving their opera-
tion. 115  Membership in each of the Codes in 1990 is 
shown in table 6. 

Code on Subsidies and Countervailing 
Duties 

The Code on Subsidies and Countervailing Du-
ties116  elaborates on provisions in the General Agree-
ment concerning the use of subsidies and countervail-
ing measures. The Code provides a mechanism to 
oversee the international use of subsidies and coun-
tervailing measures through a process of notification 
and review of the subsidy programs of its signatories. 
It sets guidelines for resort to subsidies and CVD 
measures and creates rights and obligations to ensure 
that subsidy practices of one member do not injure 
the trading interests of another. The Subsidies Code 
also provides dispute-settlement procedures. 

112  The nine Code are informally known as the Anti-Dump-
ing Code, the Code on Subsidies and Countervailing Measures 
or Subsidies Code, the Government Procurement Code, the 
Standards Code, the Customs Valuation Code, the Import 
licensing Code, the International Meat Arrangement, the 
International Dairy Arrangement, and the Civil Aircraft Code. 
They are published in GATT, Basic 1nstnunents and Selected 
Documents, supp. 26, Geneva, March 1980, pp. 8-188. 

lu The International Meat and Dairy Arrangements are 
carried out by the International Meat Council and the Dairy 
Products Council, respectively. 

114  The committees or councils are made up of signatories to 
their Code. The committees are charged with carrying out Code 
provisions and holding meetings on a regular basis, at least 
twice a year. Special meetings may also be convened to address 
apatticular problem raised by a signatory. The committees 
address questions on interpretation of Code provisions and 
Code-related disputes among signatories. 

115  Improvement of the Codes is the primary focus of the 
Negotiating Group on the MTN Agreements and Arrangements 
in the Uruguay Round. For a summary of 1990 negotiations in 
this group, see ch. 1. 

hui Countervailing duties (CVD) are measures imposed by 
countries on imports to offset a domestic or export subsidy that 
unfairly benefits an export.  product. If subsidized exports from 
one signatory cause material injury to the domestic industry of 
another signatory, the injured party may either impose a 
countervailing duty to offset the subsidy or request that the 
exporting country eliminate or limit the effect of the subsidy. 
The Code also provides a procedure for signatories to redress 
cases where subsidized exports from one signatory displace 
exports from another in third-country markets. USTIC, OTAP, 
41st Report, 1989, UMW publication 2317, September 1990, 
p. 55. 

The Committee on Subsidies and Countervailing 
Measures oversees operation of the Code. The Subsi-
dies Code entered into force in 1980 with 18 mem-
bers and reached 25 signatories in 1990. 117  (Yugos-
lavia has signed the Code, although its acceptance is 
pending national ratification. ) In 1990, Colombia 
moved to full Code membership from its previous 
observer status, bringing membership to 25 signato-
ries. 118  Difficulties in application and interpretation 
of Code provisions have led Code signatories, as well 
as other GATT members, to examine the broader is-
sue of subsidies and related items in the Uruguay 
Round negotiations. Notable in this regard are the 
Negotiating Groups on Subsidies and Countervailing 
Measures, on Dispute Settlement, and on MTN 
Agreements and Arrangements, as well as in other 
groom. 

Notification and Review 

In 1990, the Committee examined notifications 
made to it concerning national countervailing-duty 
laws and regulations, circulated reports submitted on 
actual countervailing-duty actions, and continued its 
review of subsidy notifications made to it. 119  

Of the 25 Code signatories, 22 submitted national 
CVD laws for committee review in 1990. 120  The 
Committee began examination of new notifications 
from Australia, Canada, and New Zealand of amend-
ments to their national CVD laws or regulations. It 
concluded reviews of legislation of Brazil, the United 
States, and Korea and will continue with its examina-
tion of legislation of Turkey. The Committee also 
discussed during 1990 the procedures in the United 
States for initiating CVD investigations. 

The Code requires signatories to submit reports 
semiannually on all CVD actions taken during the 
prior 6 months. 121  In the first half of 1990, the Com-
mittee received notice that no action had been taken 
by the following signatories: Austria, Brazil, Chile, 
Colombia, the EC, Finland, Hong Kong, Japan, Ko-
rea, New Zealand, Norway, Sweden, Switzerland, 
Turkey, and Yugoslavia. Australia, Canada, and the 
United States notified CVD actions; no notice had 
come from remaining members. The Committee de-
veloped a standard form for these notifications during 
1990. 

The Committee also continued examination of 
the 1987 subsidy notifications made to it under article 
XVI:1. 122  Notifications were last required in 1987, 

117  GATT, GATT Activities 1981, Geneva, June 1982, 
pp. 60-61. 

115  GATT, Report (1990) of the Committee on Subsidies and 
Countervailing Measures, doe. No. L.16762, Nov. 14, 1990. For 
a list

119 
ing

Bid. 
of the signatories, see table 6. 

in Under Subsidies Code an. 19:5, signatories are required 
to notify the Committee of their CVD laws and/or regulations 
or of amendments to these rules. 

121  This requirement is specified in Subsidies Code art 2:16. 
121  GATT art. XVI:1 requires signatories to the General 

Agreement to notify in writing the nature and extent of 
subsidization, its estimated effect, and cironnstances requiring 
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with full notifications again due in 1990. While vir-
tually all signatories had submitted notifications for 
their 1987 obligations, the Committee will hold a 
special meeting to examine compliance concerning 

in—conskumi 

it. In practice, GATT members are to respond once every 3 
years to a questionnaire from the Committee on Subsidies and 
Canaervailing Measures concerning its subsidy programs and 
to update these notifications in the intervening years. GAIT, 
"Text of the General Agreement," Basic Instruments and 
Selected Documents, voL IV, Geneva, 1969, and US1TC, OTAP, 
41st Report, 1989, USITC publication 2317, September 1990, 
p. 57.  

the new and full notifications due in 1990. 123  A 
summary of semiannual reports on CVD actions tak-
en in 1990 appears in table A-1, except for the report 
of the United States. 12A 

123  GATT, Report (1990) of the Committee on Subsidies and 
Countervailing Measures, doc. No. L/6762, Nov. 14, 1990. 

124  U.S. CVD actions are discussed and listed separately in 
di. 5. 

Table 6 
Signatories to the Tokyo Round agreements: Status as of Dar 31, 1990 

(Accepted (A); signed, acceptance pending (S); provisional acceptance (P); new member 1990(1) 

Countries 

Gov't 
Stand- procure- 	Subsi- 
ards 	ment 	dies 

Contracting Parties: 
Argentina 	 S 
Australia  	 Al 
Austria 	 A 	A 	A 
Belgium 	 A 
Belize 	  
Botswana 	 
Brazil 	  A 	 A 
Canada 	 A 	A 	A 
Chile 	  A 	 A 
Colombia  	 A• 
Cyprus 	 
Czechoslovakia 	Al 
Denmark 	 Al 
E   A 	 A  
E 	  A 	A 	A 
Finland 	 A 	A 	A 
France 	 A 
Germany 	 Al 
Greece 	 A 
Hong Kong3 	 A 	A 	A 
Hungary 	 Al 
India 	  A 	 A 
Indonesia  	 Al 
Ireland 	 A 
Israel 	  A* 	A 	Al 
Italy 	  A 
JaPan 	  A 	A 	A 
Korea 	  A 	 A 
Lesotho 	 
Luxembourg 	 A 
Malawi 	 
Mexico 	 A 
Netherlands 	 A 
New Zealand 	 A 	 A 
Nigeria 	 
Norway 	 A 	A 	A 
Pakistan 	 A 	 A 
Philippines 	 A 	 Al 
Poland 	 
Portugal 	 A 
Romania 	 A 
Rwanda 	 S 
Singapore 	 A 	A 
South Africa 	 
Spain 	  A 
Sweden 	 A 	A 	A 
Switzerland 	 A 	A 	A 
Tunisia 	 Al 
Turkey  	 A 

Bovine 
meats ucts 

Customs 
valu- 
ation 

Import 
licen-
sing 

Civil 
air-
craft 

Anti-
dump-
ing 

A A S 
A A A A A 
A A A A A 

A 
P 

Al 
A At A 
A At A A A 

A 
A 

A 
A A A 

A S A A A 
A A A A A A 
A A A A A 

A 
S 

A A A 
A A A A A 

A A 

A 

A 
A A A A A 

Al 
A 

A A 
A 

A A A A 
A A 
A A A A A A 

A A 
Al 

A A S A A 
A 

A A A A A A 

A A 
A A A A 

A A 
A A A A A A 
A A A A A A 
A 

See footnotes at end of table. 
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Table 6—Continued 
Signatories to the Tokyo Round agreements: Status as of Dec. 31, 1990 

(Accepted (A); signed, acceptance pending (S); provisional acceptance (P); new member 1990(*)) 

Countries 

Gov't 
Stand- procure- 
ards 	ment 

Dairy 	Customs 	Import 
Subsi- Bovine 	prod- 	va/u- 	licen- 
dies 	meats 	ucts 	ation 	sing 

Civil 
air-
craft 

Anti-
dump-
ing 

A 

A 

16 

United Kingdom . . . V 
United States . . . 	 A 
Uruguay 	 
Yugoslavia 	 A 
Zimbabwe 	 

Noncontracting Parties: 
Bulgaria 	 
Guatemala 	 
Paraguay 	 

Total 
signatories 	 40  

A 	 A 	A 
A 	A 
S 	A 

A 

P 

12 	25 	27 

V 
A 
	

A 	A 	A 

A 
	

A 	 A 
At 

29 	27 	22 	25 

1  Reservation, condition, declaration, or any combination. 

2 The EC is a signatory to all the agreements. Because the Standards Agreement and the Civil Aircraft Agreement cover 
matters that go beyond the authority of the EC, each of the EC member states is also a signatory to these agreements. 

3  Hong Kong, which had been applying several of the codes under the auspices of the United Kingdom, changed its status 
under the codes in 1986 and is now a signatory in its individual capacity. 

Source: The GATT. 

Consultations and Dispute Settlement 

The Committee heard no new dispute-settlement 
cases in 1990 but continued attempts at resolving 
cases still pending before it. 125  These cases were (1) 
EC subsidies on export of wheat flour, (2) EC subsi-
dies on export of pasta products, (3) U.S. definition 
of "industry" concerning wine and grape products, 
(4) Imposition by Canada of countervailing duties on 
imports of boneless manufacturing beef from the EC, 
and (5) U.S. countervailing duties on nonrubber foot-
wear from Braxi1. 126  These reports, though separate, 
remained unadopted primarily due to refusal by the 
losing party to join in a consensus adoption. Difficul-
ties such as report adoption and implementation have 
led to efforts in the Uruguay Round to elaborate this 
and other issues concerning subsidies. 127  

The Committee was twice asked in 1990 to un-
dertake conciliation efforts under Code article 17:1. 
In the first case, the United States asked for concilia-
tion attempts with Germany over an exchange-rate 
insurance scheme as applied to the Deutsche Airbus. 
In the second case, the EC asked the Committee for 
conciliation attempts with Australia on export subsi-
dies to photographic film producer& In March 1991, 
the Committee agreed to establish a panel under the 
Subsidies Code to examine the U.S. complaint con-
cerning Deutsche Afibus. 123  

125  GATT, Report (1990) of the Convnittee on Subsidies and 
Countervailing Measures, dec. No. L/6762, Nov. 14, 1990. 

126  GATT, GATT Activities 1989, Geneva, June 1990, pp. 
103, 120. 

in ibid.  
133  Financial Times, Mar. 12, 1991, p. 4  

Group of Experts on the Calculation of a 
Subsidy 

The Group of Experts 1" is charged with resolv-
ing differences in signatories' interpretations on the 
calculation of the amount of a subsidy. The Commit-
tee agreed in June 1987 to suspend activities of the 
group, primarily because of the demands of the Uru-
guay Round on several of its members. The Commit-
tee agreed to reconvene the group as necessary.I 3° 

Antidumping Code 
The Antidumping Code131  elaborates provisions 

of GATT article VI that set out conditions for the use 
of antidumping duties to counteract the effect on do-
mestic industry of imports that are being 

129 The Committee on Subsidies and Countervailing 
Measures set up two groups of experts in May 1980 to help 
nude highly technical issues left unresolved during the Tokyo 
Round. One group dealt with "related" exporters and importers. 
The second group was to develop criteria for the calculation of 
the amount of a subsidy to clarify coverage under the Subsidies 
Code. GAIT, GATT Activities 1980, Geneva, April 1981, p. 11; 
and GAIT, GATT Activities 1981, Geneva, June 1982, p. 10. 

130  US1TC, OTAP, 41st Report, 1989, USITC publication 
2317, September 1990, p. 58. 

131  The Antidumping. Code negotiated during the Tokyo 
Round replaces the one negotiated during the 1964-67 Kennedy 
Round, known formally as the Agreement on Implementation of 
Article VI of the General Agreement on Tariffs and Trade. This 
revised Antidumiing Code brought a number of Code provi-
sions into line with the Code on Subsidies and Countervailing 
Duties negotiated in the Tokyo Round. Notable issues among 
these provisions were determination of injury, price undertak-
ings between exporters and the importing country, and the 
imposition and collection of antidumping duties. GATT, GATT 
Activities 1979, Geneva, April 1980, p. 25. 
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"dumped." 132  The Code provides for surveillance of 
the use of antidumping measures in the international 
trading system through its notification and review 
procedures. It prescribes the proper conduct for anti-
dumping investigations and for the imposition of an-
tidumping duties based on provisions of the General 
Agreement. 133  The Code sets out guidelines for the 
use of these measures and related practices, such as 
retroactive application of antidumping duties and 
price undertakings.) 34  The Code also provides dis-
pute-settlement procedures for use between signato-
ries, when needed. In addition, the Code contains 
provisions that obligate industrial countries to give 
special consideration to the developing countries be-
fore applying antidumping duties." 5  

The Committee on Anti-Dumping Practices is 
composed of signatories to the Code and oversees the 
activities of the Code. The Code entered into force in 
1980 with 18 full members. In 1990, there were 25 
signatories. 136  

Notification and Review 
The Committee reviews submissions from signa-

tories concerning their national antidumping legisla-
tion and regulations. 137  By October, 23 signatories 
had notified the Committee concerning their anti-
dumping legislation or forthcoming changes.138  Dur-
ing the year, the Committee received new submis-
sions to examine amendments to antidumping legisla-
tion from Australia, 139  Canada,140  New Zealand, 141 

 and the United States.142  The Committee also con-
tinued its review of previous notifications of amend- 

132  Dumped goods are broadly considered imports sold at 
prices below those prevailing in the domestic market where the 
goods originate. 

133  USTTC, OTAP, 41st Report, 1989, USITC publication 
2317, September 1990, p. 61. 

131' In price undertakings, the exporter volunteers ".. . to 
revise its prices or to cease . . . [dumping) ... so that the 
authorities are satisfied that the injurious effect of the dumping 
is eliminated." USITC, OTAP, 41st Report, 1989, USTTC 
publication 2317, September 1990, p. 62. 

135  There is also an Ad Hoc Group on the Implementation 
of the Anti-Dumping Code, although it did not meet in 1990. 
The ad hoc working 	was established in 1982 to examine 
certain technical problems identified since the revised Anti-
Dumping Code took effect Jan. 1, 1980. GATT, GATT Activities 
1982, Geneva, April 1983, p. 30. These issues have included: 
transparency of AD procedures, how to determine "threat of 
material injury," constructed value, cumulative injury asses-
sment, price undertakings by developing countries, and under-
taking tension and termination. GATT, GATT Activities 1983, 
Geneva, June 1984, p. 15; GATT, GATT Activities 1985, 
Geneva, June 1986, p. 25; and GAIT, GATT Activities 1986, 
Geneva, June 1987, p. 33. 

136 For a listing of the signatories, see table 6. 
137  Antidumping Code art. 16:6 requires members to notify 

the Committee of their domestic antidumping legislation. 
138  GATT, Report (1990) of the Committee on Anti Dumping 

Practices, doc. No. L/6764, Nov. 15, 1990. 
139 Customs Legislation (Anti-Dumping) Amendment Act 

1989 and Customs Tariff (Anti-Dumping) Amendment Act 
1989, and Trade Practices (Misuse of Trans-Tasman Market 
Power) Act 1990. 

14° Special Import. Measures Act and Regulations implement-
ing that act, as amended. 

1990.
1  14 Dumping and Countervailing Duties Amendment Act 
 

142  Interim-final rules implementing certain provisons of the 
Omnibus Trade and Competitiveness Act of 1988. 

ments from Australia, 143  Brazi1, 144  the EC, 145  Ko-
rea,146  and the United States. 147  The Committee 
completed its examination of several pieces of Mexi-
can legislation. 148  

The Committee also monitors actual antidumping 
action as reported by signatories every 6 months.'" 
Egypt, Hong Kong, Hungary, Norway, Poland, Ro-
mania, Singapore, Switzerland, and Yugoslavia re-
ported no antidumping activity in their notifications 
for the first half of 1990. Antidumping action was 
notified by Australia, Brazil, Canada, the EC, Fin-
land, Korea, Mexico, New Zealand, and the United 
States. Remaining signatories have not yet submitted 
their notices. A summary of semiannual reports on 
antidumping actions taken in 1990 appears in table 
A-2, except for the report of the United States. 15° 

Consultations and Dispute Settlement 

At a special meeting called in September 1990, 
the Committee established a pane1 151  to hear a dis-
pute concerning antidumping duties applied by Aus-
tralia on imports of power transformers from Fin-
land. 152  At the meeting, the Committee continued 
discussions of the report from a panel established in 
January 1989 regarding the imposition of antidump-
ing duties by the United States on imports of seam-
less stainless steel hollow products from Sweden. 
The panel had reported in August 1990 with recom-
mendations that the U.S. duty be revoked and reim-
bursed. The United States told the Committee that it 
had no substantial problem with the report but made 
clear its concern was the specific remedy recom-
mended. The usual procedure is for governments to 
determine how to implement panel recommenda-
tions. 153  

At its October meeting, the Committee was in-
formed of consultations ) 4  requested by Mexico and 

143  Anti-Dumping Authority Act 1988, Customs Legislation 
(Anti-Dumping) Amendments Act 1988, Customs Tariff 
(Anti-Dumping) Amendments Act 1988. 

144  Customs Policy Resolution No. 00-1582. 
143  Council Regulation (EEC) No. 2423/88 of 11 July 1988 

on Protection Against Dumped or Subsidized Imports From 
Countries not Members of the European Economic Conununity. 

146 Amendments to the Presidential Decree implementing the 
antidumping-duty provisions of the Korean Customs Act. 

147  Antidumping-duty s of the Omnibus Trade and 
CompetitivenessAct of 188 and of the Canada-United States 
Free-Trade Agreement Implementation Act of 1988, and revised 
antidumtfcry regulations (US. Department of Commerce). 

M 148 	Foreign Trade Regulatory Act Implementing 
Article 131 of the Constitution of the United Mexican States, 
Regulations Against Unfair International Trade Practices, and 
the Decree Amending and Supplementing the Regulations 
Against Unfair International Trade Practices. 

149  Antidumping Code Article 14:4 requires signatories to 
submit reports semiannually of any antidumping action taken in 
the .plior 6-month period. 

"v US. antidumping actions are discussed and listed 
separately in ch. 5. 

131  Under Antidumping Code art. 15:5. 
132  GATT, Report (1990) of the Committee on Anti-Dumping 

Practices, doc. No. I/6764, Nov. 15, 1990. 
133  GATT, GATT Focus, No. 77, December 1990, p. 6. 
138  Under Antidumping Code art. 15:2. 
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Canada with the United States concerning an anticir-
cumvention inquiry by the United States on color 
television picture tubes. The Committee was also in-
formed of consultations requested by Mexico with 
the United States concerning the imposition of U.S. 
antidumping duties on imports of cement and cement 
clinker from Mexico. 

Other subjects discussed in the Committee during 
the year covered U.S. antidumping duties on imports 
of antifriction bearings from Sweden, EC antidump-
ing duties on imports of compact disc players from 
Japan and Korea, U.S. procedures for conducting ad-
ministrative reviews of antidumping duties, EC anti-
dumping proceedings concerning halogen lamps and 
audiocassettes and tapes from Japan, and Korean an-
tidumping proceedings on imports of polyacrylamide 
from France, the United Kingdom, and Germany. 

Customs Valuation Code 

The Customs Valuation Code sets out a single set 
of rules to determine the customs value of imported 
goods. The Code details rules to guide customs offi-
cials in determining the value of imports for use as a 
basis for assessment of ad valorem customs duties. 
The rules laid down in the Code aim to promote a 
fair, uniform, and neutral system of valuation and to 
preclude arbitrary or fictitious values. 155  The Code 
makes customs valuation provisions in the General 
Agreement more precise. 156  To date, the Code has 
already made national valuation systems more stan-
dardized when compared with the many different sys-
tems operating at the time of the Tokyo Round. More 
harmonized valuation procedures have led to greater 
predictability in the customs costs faced by traders 
and has thus heed to reduce risk and promote inter-
national trade. 15 ' 

The Customs Valuation Code took effect January 
1, 1981. The United States and the EC implemented 
the Code earlier, on July 1, 1980. The Code had 16 
original signatories, plus two additional signatories 
pending ratification. The Code had 29 signatories by 
1990 Poland's, acceptance awaits national ratifica-
tion.) 155  

155  The Code establishes a set of rules for valuation of 
imports that revise and expand existing customs valuation 
provisions under the General Agreement. The Code provides 
five valuation methods to be used in sequence by customs 
officials in all signatory countries; that is, the second method 
may be used only if information is lacking to use the first 
valuation method and so on. See GATT, "Agreement on 
Impleinartatice of Article VII of the General Agreement on 
Tariffs and Trade and Protocol," Bask Instruments and Selected 
Documents, supp. 26, Geneva, March 1980, pp. 116-153. 

156  The Customs Valuation Code aims to set a fair, uniform, 
and neutral system for the valuation of goods for customs 

based on GATT art. VII. GATT, "News of the 
turilFg°Z.Round of Multilateral Trade Negotiations," press 
release No. 42, Oct. 24, 1990, p. 4. 

1" GATT, GATT Activities 1989, Geneva, June 1990, p. 123. 
in GATT, Report (1990) of the Conunittee an Customs 

Valuation, doer Na U6761, Dec. 7, 1990. For a listing of the 
signatories, see table 6. 

Technical Committee 

The Committee on Customs Valuation held one 
meeting, in March 1990. 159  At the meeting, the 
Technical Committee reported on its recent work to 
improve the Code. 

Customs Code Improvements 

In October 1990, several improvements to the 
Customs Valuation Code were announced as part of 
the Uruguay Round negotiations. 160  These improve-
ments resulted from technical work completed on 
several texts that address difficulties encountered by 
developing countries that apply or wish to join the 
Customs Valuation Code. 161  Availability of these ad 
referendum texts aims at facilitating accession to, or 
application of, the Code for such countries. 162  

Agreement on Import Licensing 
Procedures 

In 1990, the Committee on Import Licensing held 
two meetings—in May and in October. The Commit-
tee has held 27 regular meetings since the agreement 
entered into face. The Agreement on Import Licens-
ing Procedures entered into force on January 1, 1980, 
committing signatory governments to simplify proce-
dures importers must follow to obtain licenses. Prod-
ucts traded internationally are sometimes subject to 
bureaucratic delays and additional costs as a result of 
cumbersome import-licensing systems. Such systems 
act, therefore, as barriers to international trade. 

The number of signatories remained unchanged, 
at 27, during the year under review. 163  An additional 
27 governments have observer status in the Commit-
tee, whose meetings are also attended by the Interna-
tional Monetary Fund (IMF) and the United Nations 
Commission on Trade and Development (UNCTAD), 
in their capacity as observers. 

At both 1990 meetings, the Committee took note 
of certain signatories' replies to GATT questionnaires 
on import licensing and of signatories' publications 
containing information on their import-licensing pro-
cedures. A proposal on strengthening the Import Li-
censing Code, introduced by the United States and 
Hong Kong in September 1989,164  was also ad-
dressed. In addition, the Committee continued its 

iss /bid.  
166  For a discussion of Uruguay Round negotiations, see 

• 1. 
161  GAIT, "News of the Uruguay Round of Multilateral 

Trade Negotiations," press release No. 42, Oct. 24, 1990, p. 4. 
162  One decision allows customs officials to require further 

proof from importers that the value declared represents the total 
amount actually paid or payable. Another text sets out a 5-year 
transition period m which developing countries may retain 
valuation systems with officially fixed prices, not otherwise 
allowed under Code povins. GATT, "News of the Uruguay 
Round of MultilateralTrade Negotiaticas," press release No. 
42, Oct. 24, 1990, p. 4. 

in For a listing of the signatories, see table 6. 
166  USITC, OTAP, 41st Report, 1989, USTTC publication 

2317, September 1990, p. 65. 
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discussion on the relationship of its work to the Uru-
guay Round. 

Standards Code 
The Standards Code, formally known as the 

Agreement on Technical Barriers to Trade (TBT), en-
tered into force on January 1, 1980. The purpose of 
the Code is to ensure that technical regulations and 
product standards 1" do not create unnecessary ob-
stacles to trade. 1f6  In 1990, Israel joined the Stan-
dards

67 
 Code, bringing membership to 40 signato-

ries. 1  
In October 1990, a draft text revising the Agree-

ment on Technical Barriers to Trade was tentatively 
agreed to by the Uruguay Round Negotiating Group 
on MTN Agreements and Arrangements. The re-
vised draft Code broadens the scope of the agreement 
with the hope of minimizing the trade-distorting im-
pact of technical requirements on agricultural and in-
dustrial goods. Among the changes to the Code were 
a clarification of language on the definition of "un-
necessary obstacle to trade"; expanding the Code's 
coverage to processes and production methods 
(PPMs); 1" provisions that obligate parties to permit 
acceptance of the results of conformity-assessment 
procedures conducted by other parties as long as they 
agree that they are satisfied that the results offer a 
degree of assurance comparable to their own; 169  re-
quirements that parties use international standards 
and assessment procedures unless such standards are 
inappropriate or insufficient; and strengthened obli-
gations relating to regional standardsmaking 
tiesyro 

 activi- 

165 Compliance with a technical regulation is mandatory, and 
can • 	with product standards is voluntary. Both technical 

• and standards are terms referring to a technical 
specification for a product, which includes any of the follow-
ing: (a) the specification of the characteristics of the product, 
including, but not limited to, levels of quality, performance, 
safety, or dimensions; (b) specifications related to the terminol-
ogy, symbols, testing and test methods, packaging, or marking 
or labeling requirements applicable to a product or (c) 
administrative procedures related to the application of (a) or 
(b). 

166  Signatory governments are required to ensure that 
technical regulations and standards are not prepared, adopted, or 
applied in such a way as to unnecessarily obstmct international 
trade. Whenever possible, standards are to be stated in terms of 
performance characteristics, rather than specific designs. The 
agreement also seeks to open further national standards-setting 
procedures to foreigners by allowing interested foreign panics 
time to comment on proposed standards, technical regulations, 
and certification systems that may affect trade. 

167  USTR, 1991 Trade Policy Agenda and 1990 Annual 
Report of the President of the United States on the Trade 
Agreements Program, 1991, p. 46. For a listing of the signato- 

rl 1  
es, see table 6. 

66  PPMs are requirements based on the process or produc-
tion method utilized rather than the end-product characteristics. 
PPMs are often used where products undergo frequent innova-
tion, such as in pharmaceuticals and chemicals, m the case of 
agricultural products, and for products where it is difficult or 
impracticable to test conformance of products. See USITC, 
"Standards Code Set for Improvement," International Economic 
Review, December 1990, pp. 8-10. 

169  See paragraphs below for discussion of this issue. 
1" USITC, "Standards Code Set for Improvement," Interna-

tional Economic Review, December 1990, pp. 8-10. 

In tandem with the Uruguay Round Negotiating 
Group on MTN Agreements and Arrangements," " 
the Committee on Technical Barriers to Trade, which 
administers the Code, met seven times in 1990 to dis-
cuss proposed improvements and problems in imple-
mentation of the Code, to exchange information, and 
to handle administrative matters. The main focus of 
the Committee's discussions in 1990 was strengthen-
ing and expanding the Standards Code in support of 
the Uruguay Round. 172  Discussions of proposals 
submitted in 1989 continued. The proposals ad-
dressed four major areas: conformity-assessment 
procedures, processes and production methods, sec-
ond-level obligations (non-central government and 
private sector entities), and transparency and infor-
mation exchange. 

Four topics were set aside by the Standards Code 
Committee for consideration by negotiators in the 
Uruguay Round Negotiating Group on MTN Agree-
ments and Arrangements. Although tentative agree-
ment was reached on two of the issues at the Brussels 
ministerial, it was acknowledged that further work 
needed to be done on the relationship of the agree-
ment to GATT dispute-settlement procedures and to a 
new arrangement on sanitary and phytosanitary mea-
sures being discussed in the Negotiating Group on 
Agriculture. One issue of substance that remained 
unresolved was the issue of expanding the obligations 
of central governments with respect to state and local 
government entities. The EC and Nordic countries 
favored expanding the obligations of central govern-
ments regarding the activities of state and local ones, 
but the United States, Canada, and other members op-
posed expanding the obligations because it could re-
sult in increased administrative burdens for U.S. 
States and localities imposing technical requirements 
such as building codes and food-labeling laws. This 
issue was not resolved in Brussels. The legal form of 
the agreement was another issue that remained unre-
solved. 173  

The Committee had further discussions during 
1990 on the improvement, clarification, and expan-
sion of the agreement in the area of conformity as-
sessment. The United States has been concerned that 
the Code does not require acceptance of test data gen-
erated by foreign laboratories. This means that U.S. 
suppliers must repeat tests that have already been 
conducted in the United States in order to export their 
products to another signatory. Their products may 
also be subject to numerous inspections and certifica-
tions for the same product. In addition, the EC has 
insisted that any agreement on the mutual recognition 
of foreign test results would have to include assur-
ances that EC suppliers be given equivalent market 

171 The purpose of the Negotiating Group is to negotiate 
improvements to previous GATT Codes and Agreements. 

172  See USITC, OTAP, 39th Report, 1987, USTIC publica-
tion 2095, July 1988, p. 2-23, and USITC, OTAP, 41st Report, 
J989,USITC publication 2317, September 1990, p. 60. 

1 " USITC, "Standards Code Set for Improvement," Interna-
tional Economic Review, December 1990, pp. 8-10, and Louis 
I. Murphy, "Brussels Ministerial Inconclusive: GATT Talks 
Suspended to Allow Countries to Reflect on Positions," 
Busyness America, vol. 112, no. 1, Jan. 14, 1991, p. 13. 
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opportunities in foreign markets. 174  The revised 
draft Code agreed to by the Uruguay Round negotia-
tors did not include the EC reciprocity criteria and 
addressed other U.S. concerns regarding conformity 
assessment. 175  

The Committee continued to discuss a proposal 
to extend coverage of the Code to PPMs. Currently, 
PPMs are not subject to any of the Code's provisions 
relating to transparency and notification, and they 
have been a subject of longstanding concern by some 
signatories who view them as potential technical bar-
riers to trade. PPMs are only referenced in the dis-
pute-settlement provision of the Code. 176  Two dis-
putes involving PPMs have previously been investi-
gated by the Committee. 177  In 1990, the Committee 
heard details of a New Zealand proposal (which is 
based on a 1988 U.S. proposal) including the concept 
of equivalency for PPMs as it relates to conformity 
assessment178  and amending the definition of techni-
cal specifications to include PPMs. 179  It was noted 
that sanitary and phytosanitary regulations were be-
ing discussed in the Negotiating Group on Agricul-
ture and that consistency among proposals was desir-
able. The text agreed to in October broadens the 
scope of the agreement to include PPMs. 

The Committee considered three proposals aimed 
at strengthening second-level obligations under the 
Code. 1 5° One proposal was put forth by the EC re- 

174  Five proposals were considered by the COMIllitlee to 
improve the Code's provisions on testing, certification, and 
assessment of confonnuy. These included a Nordic proposal on 
testing and inspection, a U.S. proposal on product-approval and 
accreditation 	, a Canadian proposal on certification
systems, an EC proposal on conformity-assessment procedures, 
and a Japanese proposal an the drafting process for technical 
regulations, standards, and certification systems by central 
government bodies. 

175  USITC, "Standards Code Set for Improvement," Interna-
tional Economic Review, December 1990, pp. 8-10. 

176  USITC, OTAP, 41st Report, 1989, USITC publication 
2317 September 1990. 

177  For a mote detailed discussion of these cases involving 
an EC directive for spin chilling of poultry and the EC's ban 
on growth hormones m beef, see USITC, OTAP, 41st Report, 
1989, USITC publication 2317, September 1990, p. 61, and 
USITC, OTAP, 38th Report, 1986, USITC publication 1995, 
July 1987, pp. 2-20. 

1" The differences and incompatibility of methods of 
production in different countries were cited as important reasons 
for establishing a principle of equivalency for PPMs. However, 
concerns were expressed that such requirements could effective-
ly exclude goods that were made by differam processes with 
equivalent effects. 

179  The United States and New Zealand had each submitted 

PrTsa
in 1989 for dealing with PPMs. 

ls° These obligations concern the standardization, testing and 
certification activities of state and local government and 
nongovernmental bodies that are covered only indirectly by the 
Standards Code, inasmuch as the Standards Code imposes direct 
legal obligations only on central government bodies involved 
with standards. These "second level" or "second tier" obliga-
tions an thus effective only on a "best efforts" basis, although 
increased reliance by governments on standardsdeveloped by 
the private sector and by state and local authorities is leading to 
calls for stronger second-level obligations. See USITC, Opera-
tion of the Trade Agreements Program, 41st Report, 1989, 
USITC Publication 2317, September 1990, p. 61; and USITC, 
The Effects of Greater Economic Integration Within the 
European Community on the United States: First Follow-Up 
Report, USITC Publication 2268, March 1990. 

garding a code of good practice for the preparation, 
adoption, and application of standards by central gov-
ernments, state and local governments, and nongov-
ernmental bodies and regional standards organiza-
tions. The Committee agreed to request that the Cen-
tral Secretariat for the International Standards Orga-
nization (ISO) prepare a feasibility study on imple-
mentation of a country code of good practice. A U.S. 
proposal that was considered by the Committee cov-
ered transparency in regional standards activities 
only. The text agreed to in October included a modi-
fied version of the. EC's proposed code of good prac-
tice as an annex to the agreement. Central govern-
ments would be obliged to conform with the code of 
good practice, and to rely only on regional and pri-
vate standards developed by organizations complying 
with the code when imposing binding regulations. 
They would also be required to exert best efforts to 
ensure compliance with the code by private and re-
gional standards bodies and local government autho-
rities in their territories. Mother EC proposal dealt 
with notification of technical regulations by local 
government bodies. 

The Committee continued to examine provisions 
of the agreement relating to transparency and discus-
sions were held on five proposals submitted in 
1989. 181  Parties exchanged views on a U.S. proposal 
for improved transparency in bilateral standards-re-
lated agreements. This proposal includes require-
ments for notifications of standards-related agree-
ments under the notification procedures. The United 
States has been particularly concerned about the pos-
sibility that U.S. suppliers could be disadvantaged if 
they are not able to participate or obtain information 
from the EC's regional standards bodies in conjunc-
tion with EC's 1992 standardsmaking activities. The 
revised draft Code agreed to by the Uruguay Round 
negotiators obligates parties to ensure that regional 
bodies operate in accordance with Standards Code 
principles. A voluntary code of good practices in-
cluded as an annex to the agreement prohibits such 
bodies from taking actions inconsistent with general 
principles of transparency and nondiscrimination. In 
addition, the draft text encourages regional bodies to 
provide adequate notice of standards-drafting work 
and reasonable opportunity for comment. 182  

In April, the Committee agreed to discuss the re-
drafting of Article 10—Publication and Administra-
tion of Trade Regulations—based on a Nordic pro-
posal. The Nordic proposal incorporates recommen-
dations previously agreed to by the Committee re-
garding the timing of notifications, the functions of 
inquiry points, and responsibilities for notification 
procedures. Also, in conjunction with the redraft of 
article 10, the Committee discussed a proposal by In-
dia concerning the ability of signatories to request 
translations of notified documents in one of the 
GATT languages. 

161  For a listing of these proposals, see USITC, OTAP, 41st 
Report, 1989, USITC publication 2317, September 1990, p. 60. 

192  USITC, "Standards Code Set for Improvement," Interna-
tional Economic Review, December 1990, p. 9. 
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International Dairy Arrangement 

The primary objective of the GATT International 
Dairy Arrangement (IDA) is to expand and liberalize 
world trade in dairy products to the mutual benefit of 
exporting and importing countries, under relatively 
stable market conditions. 183  The objective is also to 
further the economic and social development in de-
veloping countries)" 

The International Dairy Products Council over-
sees the arrangement, and a committee 185  supervises 
each of the three protocols annexed to the arrange-
ment. These are the (1) Protocol Regarding Certain 
Milk Powders, (2) Protocol Regarding Milk Fat, In-
cluding Butter, and (3) Protocol Regarding Certain 
Cheeses. These protocols set out minimum export 
prices for dairy products, taking into account the 
current market situation, consumer price concerns, 
and the needs of the most efficient producers for a 
minimum level of return. 187  The Council meets 
twice a year to evaluate the world market situation 
for dairy products based on background information 
established by the GATT Secretariat. The Council 
also reviews the functioning of the anangement. 188  

The arrangement had 16 signatories as of Decem-
ber 1990, with no new members joining during 
1990. 189  The Council held two meetings during the 
year to evaluate the world dairy market situation 

1" The BM aims "to achieve expansion and ever greater 
liberalization of world trade in dairy products under market 
conditions as stable as possible, on the basis of mutual benefit 
to exporting and importing countries." GAIT, "New Minimum 
Prices Set for Dairy Products," press release No. 1464, Sept. 
20, 1989. 

' 1" GATT, "Falling Prices and Rising Export Stocks Unsettle 
World Dairy Market," press release No. 1495, Nov. 27, 1990, 

3- 
189  The Committee of the Protocol Regarding Certain Milk 

Powders, the Committee of the Protocol Regarding Milk Fat, 
and the Committee of the Protocol Regarding Certain Cheeses. 
GATT GATT Activities 1989, Geneva, June 1990, p. 127. 

lab Minimum ex mt prices under the IDA were last set in 
September 1989, tag effect Sep. 20, 1989. The Committee of 
the Protocol Regarding Certain Milk Powders raised minimum 
export prices for skimmed milk and buttermilk powder to 
$1,200 and for whole milk powder to $1,250 per metric ton, 
f.o.b. The Canmiuee of the Protocol Regarding Milk Fat raised 
the minimum export price for anhydrous milk fat to $1,625 and 
for butter to $1,350 per metric ton, f.o.b. The Committee of the 
Protocol Regarding Certain Cheeses raised the minimum export 
price to $1,500 per metric ton, f.o.b. Previously, minimum 
prices were set m September 1988 at $1,050 and $1,150 for 
skimmed/bunemilk and whole milk powder, respectively; at 
$1,500 and $1,250 for anhydrous milk fat and butter, respec-
tively; and at $1,350 for certain cheeses. GATT, "New Mini-
mum Prices Set for Dairy Products," press release No. 1464, 
Sept. 20, 1989. 

1" GATT, GATT Activities 1989, Geneva, June 1990, pp. 
126-127. 

1" GATT, "Falling Prices and Rising Export Stocks Unsettle 
World Dairy Market, press release No. 1495, Nov. 27, 1990. 

1" The United States withdrew from the IDA, effective Feb. 
14, 1985. For a discussion of the controversy over reduced-
price sales of surplus butter by the EC to the Soviet Union that 
led to the U.S. withdrawal, see USITC, OTAP, 36th Report, 
1984, USITC publication 1725, p. 72. For a listing of signato-
ries, see table 6. 

19° The Council bases its evaluation on reports from the 

C:741 
 committees; on information from participating man-
'cally concerning dairy production, consumption, and 

trade, as well as national dairy, food aid, and trade policies; and 

and outlook. Following a fairly balanced world mar-
ket for dairy products in 1989, downward price pres-
sure upset this equilibrium in 1990, particularly for 
butter and skimmed-milk powder, with sales report-
edly being made below the agreed minimum export 
prices. The GATT Secretariat identified these devel-
opments in its annual report 191  on the world dairy 
market. 192  

The Council cautioned participants to observe the 
agreed minimum prices. The protocol committees 
expressed concern for the worsened situation, partic-
ularly the fragile market for butter. Nonetheless, the 
committees agreed to maintain the agreed minimum 
export prices in effect. Notwithstanding the state of 
the world market for dairy products, the Council con-
cluded that the arrangement was functioning satisfac-
torily, maintaining order in the world dairy market 
through its use of export-price disciplines. 193  

Arrangement Regarding Bovine Meat 
The Arrangement Regarding Bovine Meat pro-

motes international cooperation towards expansion, 
liberalization, and stabili7arion of trade in meat and 
livestock)" The International Meat Council (IMC) 
supervises the arrangement and evaluates the world 
market situation for meat products. The Meat Market 
Analysis Group (MMAG), a subsidiary body set up 
by the IMC in June 1981, assists the Council in its 
analysis and evaluation of reports submitted to it on 
trends in the world meat market. This group of ex-
perts meets twice a year, prior to sessions of the In-
ternational Meat Council. 95 

The Arrangement has 27 signatories that cover 
over 60 percent of world production and consumption 
and over 90 percent of world exports 196  of fresh, 
chilled, and frozen beef and vea1. 197  Members en-
compass all major beef exporting and importing 
countries, with the exception of the U.S.S.R. The 
arrangement collects and distributes data on meat 
production and trade and consults on market condi-
tions, as well as provides a forum for discussion of 
issues raised by members. 198  

The IMC held two regular meetings following its 
1989 annual report to the GATT Council, in Decem- 

190-Continued 
on documentation from the Secretariat. USTTC, OTAP, 41st 

Report, 1989, USTTC publication 2317, September 1990, p. 64. 
191  GATT, The World Market for Dairy Products 1990, 

Eleventh Annual Report, Nov. 27, 1990. 
1" GATT, "Falling Prices and Rising Export Stocks Unsettle 

World Dairy Market," press release No. 1495, Nov. 27, 1990. 
193 ibid.  
1" GATT, "Arrangement Regarding Bovine Meat," Basic 

Instruments and Selected Documents, supp. 26, Geneva, March 
1980, pp. 84-90. 

1" GATT, GATT Activities 1981, Geneva, June 1982, p. 13. 
196 Exclusive of intra-EC trade. For a listing of signatories, 

see table 6. 
1" GATT, "Oversupply and Faltering Demand Undermine 

World Beef Market," press release No. 1503, Feb. 11, 1991, 
P . 4. 

1" USTTC, 07'AP, 41st Report, 1989, USTTC publication 
2317, September 1990, pp. 64-65. 
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ber 1989 and June 1990. The MMAG held more ex-
tensive debate on the situation and outlook for world 
meat markets prior to these meetings, as well as ad-
dressed policy questions of special concern to partici-
pants. As decided previously at the IMC meeting in 
June 1989, two informal IMC meetings were held in 
fall 1989 to discuss possible procedural changes to 
the arrangement.'" Whereas the consensus appeared 
to favor a rationalization of the arrangement's proce-
dural functioning, it also was recognized that formal 
changes in the operation of the arrangement were un-
likely until the impact of the Uruguay Round results 
became known. As a consequence, participants 
agreed it might be premature to alter the arrange-
ment's procedures, delegating the IMC Secretariat to 
ensure that the work at the June 1990 meetings mini-
mized time lost between MMAG and IMC meet-
ings." 

The GATT Secretariat's loptlit for the IMC 201 
 noted that production expansion and slowing demand 

in 1990 led to a 3-percent drop in world exports of 
beef and veal. General economic slowdown, coupled 
with the closure of major beef markets due to the Per-
sian Gulf crisis, were major factors in reduced 1990 
beef consumption. EC demand was further reduced 
by concerns over an outbreak of the animal disease 
bovine spongiform encephalopathy (BSE). The out-
look for world beef prices in 1991 is expected to re-
main weak as production continues to outpace de-
mand." 

Government Procurement Code 
The Government Procurement Code entered its 

10th year of operation in 1990. 2°3  The Code was 
designed to eliminate one of several nontariff barriers 
to market access for companies competing abroad. 
The Code allows suppliers from signatories to com-
pete for certain government contracts tendered by en-
tities that each signatory lists as covered under the 
Code. Foreign suppliers may compete for these con-
tracts in other signatories on conditions no less favor-
able than those accorded domestic suppliers. The 
Code also establishes common procedures to improve 
transparency by providing information on proposed 
government purchases, opening and awarding bids, 
and by helping settle disputes. 

The Committee on Government Procurement, 
which administers the Code,2°4  met in formal session 

Ire USTPC, OTAP, 41st Report, 1989, USITC publication 
2317 September 1990, p. 65. 

4°° GATT, International Meat Council, doer No. L/6740, 
Oct. 19, 1990. 

2°1  The GATT Secretariat publishes for the IMC an annual 
report on the trends in production, consumption, and trade in 
bovine meat. GATT, International Markets for Meat 1990191, 
Feb. 11, 1991. 

X2  GATT, "Oversupply and Faltering Demand Undermine 
World Beef Market," press release No. 1503, Feb. 11, 1991, 
p. 4. 

2°3  For a listing of signatories, see table 6. 
2" Government procurement was also discussed as part of 

the Mill Codes negotiations where Contracting Parties agreed 
to clarify but not to change Code accession procedures for 
prospective members. Louis J. Murphy, "Brussels Ministerial 

four times in 1990 and five times in its Informal 
Working Group on Negotiations. 205  During 1990, 
the Committee continued to concentrate on phase 2 of 
the renegotiation of the agreement as required in ar-
ticle IX:6(b)." Two major purposes of the renegoti-
ations that began in 1987 are to expand the Code's 
coverage of goods and to extend the Code to cover 
service contracts. Signatories to the Code have pro-
posed various means for expanding Code coverage 
including expanding the Code to subfederal-level 
procurements and to sectors not covered, such as tele-
communications, energy, and transportation. 2°7  

The main issue before the Committee in 1990 
was extending Code coverage to signatories' utilities 
sectors. The U.S. and the EC approach to this issue 
differed. Because of the mix of public, quasi-public, 
and private firms operating in these sectors among 
signatories, the EC seeks to extend Code rules to all 
entities performing public utility-type functions in-
cluding privately owned firms operating in these sec-
tors. The United States argues that Code disciplines 
are not needed for privately owned firms since they 
are ultimately accountable to profit-seeking share-
holders and are beyond the scope of an agreement 
concerned with government procurement. 

During June and August the Informal Working 
Group discussed specific issues that could lead to an 
overall agreement on government procurement. 
These issues included criteria for how goods and 
suppliers gain eligibility for Code benefits, strength-
ening the rules on the use of offsets and similar con-
ditions, a proposal on how to treat privatizations and 
nationalizations, the introduction of a bid challenge 
or protest mechanism, and different means of incor-
porating services into the Code. Offers and requests 
from most key signatories for expanding coverage 
and improving the Code were received by the group 

204—Centinird 

Inconclusive: GATT Talks Suspended to Allow Countries to 
Reflect on Positions," Business America, Jan. 14, 1991, p. 13. 

2°5  The Informal Working Group was established in 1985 to 
draft proposals to the Code. hs mandate was expanded in 1987 
to include all issues under renegotiation. The group met in 
January, March, June, October, and November 1990. 

2°6  This article requires signatories to undertake to broaden 
and improve the agreement no later than 3 years after the Code 
enters mto force. These renegotiations were formally launched 
at the Committee's November 1983 meeting. They had three 
main aims: (1) to improve the Code's operation; (2) to explore 
possible extension of the Code to services and leasing con-
tracts; and (3) to broaden the Code by covering additional 
entities and/or lowering the minimum contract amount (thresh. 
old level) to which the agreement applies. The Committee 
completed the first phase of renegotiations on Nov. 21, 1986, 
when it adopted a series of amendments to improve the 
functioning of the Code, to continue to work toward covering 
services contracts under the Code, and to increase the number 
of entities and procurement covered under the Code, in 
particular in the telecommunications, energy, and transportation 
sectors. See USTTC, Operation of the Trade Agreements 
Program, 39th Report, 1987, USITC Publication 2095, July 
1988 pp. 2-21 to 2-22. 

zee' In 1989, the Committee decided cm negotiating modali- 
ties for the final talks regarding expansion of the Code. For 
further information concerning the activities of the Committee 
during 1989, see USITC, OTAP, 41st Report, 1989, USITC 
publication 2317, September 1990, pp. 58-59. 
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and circulated at the August and October meetings. 
In October the Working Group discussed these offers, 
including treatment of different types of procurement 
entities, various categories of services, the threshold 
level, and amendments to the text of the agreement. 

The Committee concluded its 1987 statistical re-
view at its March meeting. At the Committee's 
March and June meetings, the Committee continued 
its discussion of "a uniform classification system for 
statistical purposes." At the March meeting, parties 
were asked to submit comments for improving the 
Codes' reporting system. In this regard, several pro-
posals were discussed regarding alternative classifi-
cation systems, including the Customs Cooperation 
Council Nomenclature, the SITC system, and the 
UN. Central Products Classification system. The 
Committee agreed to continue its discussion on this 
issue in 1991. 

The Committee's third major review of GATT ar-
ticle Ulm continued during 1990. An exchange of 
views was held on proposals relating to procedures 
for accession, including problems relating to the ac-
cession of developing countries. It was noted that the 
Negotiating Group on MIN Agreements and Ar-
rangements had already discussed the proposals in 
detail. In March, the Government of Korea an-
nounced that it was seeking accession to the Code, 
presented an initial offer list of entities, and began 
bilateral discussions with other parties. 

At its January 1990 meeting, the Committee 
heard a complaint by the United States under article 
VII:6 regarding the procurement of electronic 
toll-collection equipment by Norway. The Commit-
tee urged continued bilateral discussions and in 
March the United States requested the establishment 
of a panel. Again, the Committee recommended fur-
ther bilateral discussions, and on April 26, 1990, the 
complaint was withdrawn, having been successfully 
settled bilaterally. 

Agreement on Trade in Civil Aircraft 
The Agreement on Trade in Civil Aircraft pro-

vides for duty-free treatment of identified civil air-
craft, civil aircraft engines, and civil aircraft parts. 
The agreement also seeks to eliminate nontariff mea-
sures, such as the use of official export credits and 
certain government purchase policies. No new cow- 

= Most governments employ procurement practices that 
limit foreign competition. Art. III of the General Agreement 
specifically states that GATT rules restricting the use of internal 
regulations as bathers to trade do not apply to "procurements 
by government agencies of products purchased for government 
purposes." This exclusion allows GATT signatories to discrimi-
nate against foreign suppliers or products in buying products for 
their own use. Signatories to the Agreement on Government 
Procurement agree not to discriminate against other signatories 
in procurements by specific government agencies (referred to as 
Code-covered entities) under certain conditions, notably when 
such contracts are for the supply of goods and related services 
and fall above the threshold of 130,000 Special Drawing 
Rights. For further detail, see USITC, The Effects of Greater 
Economic Integration Within the European Community on the 
United States, USITC Publication 2204, July 1989, pp. 14-15 to 
15-10, and USITC, Operation of the Trade Agreements 
Program, 37th Report, 1985, USITC Publication 1871, June 
1986, p. 71. 

tries joined the Code in 1990, leaving at 22 the total 
number of signatories.209  

The Committee on Trade in Civil Aircraft held 
one meeting in 1990. Two topics dominated the 
agenda: the Federal Republic of Germany's "aids" to 
the German Airbus partner company210  and mandato-
ry offsets.211  

At the Aircraft Committee meeting in 1990, U.S. 
and EC officials discussed whether the Civil Aircraft 
Code or the Subsidies Code has competence to han-
dle dispute-settlement procedures in a case of subsi-
dies involving an aircraft manufacturer. In January 
1990, the EC requested that consultations be held un-
der the Civil Aircraft Code to discuss the govern-
ment-financed exchange-rate-guarantee scheme that 
the German Government promised to the parent com-
pany of Deutsche Airbus, the German Airbus partner. 
Nearly one year earlier, the United States had re-
quested consultations with the EC under the Subsi-
dies Code to discuss the exchange-rate-subsidy plan. 
No conclusions were reached, however, at the 1990 
meeting. 

In 1987, the United States requested information 
from the EC about possible mandatory offsets re-
quired by two EC member states and expressed its 
interpretation of article 4 of the Code covering gov-
ernment-mandated offsets. The United States is seek-
ing agreement among the Code signatories that the 
use of mandatory offsets is inconsistent with article 4, 
which states that aircraft purchase decisions should 
be based on the commercial and technical merits of 
competing products. At the Committee meeting in 
1990, the EC requested that the United States provide 
more detailed information about the member-state 
procurements that .required obligatory offsets in the 
U.S. view. Following receipt of this information, the 
EC agreed to pursue further relevant information 
from the member states concerned. 

The Committee also reviewed the status of 
U.S.-EC consultations under way on the interpreta-
tion of articles 4 and 6. These discussions are taking 
place as a result of the bilateral dispute over subsidi-
zation of Airbus Industries. The United States al-
leges that the Airbus project is contrary to the obliga-
tions of the Airbus partner governments under the 
Civil Aircraft Code, specifically articles 4 and 6, 
which prohibit unfair inducements for potential pur-
chasers and trade-distorting subsidies, respectively. 
In 1987, the Committee agreed that clarification of 
these articles would be discussed in regular ongoing 
sessions, as long as the discussion related to civil avi-
ation in general rather than Airbus in particular. At 
the meeting in 1990, no concrete results were 
achieved. 

"9  For a listing of signatories, see table 6. 
210  For a full discussion of the U.S.-EC Airbus dispute and 

the German exchange-rate subsidy schnim, see ch. 4, section on 
the EC. 

211  Offset is a common form of countenrade among 
industrialized countries and refers to compensatory transactions 
involving aircraft and military equipment. For example, the sale 
of equipment may be contingent upon the coproduction or 
subcontracting of some of the components in the buyer's 
country. 
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Chapter 3 
Trade Activities Outside the 

GATT 

Introduction 
Although the General Agreement on Tariffs and 

Trade (GATT) provides the broad multilateral frame-
work for conducting international trade, several other 
organizations also deal with international trade is-
sues, notably the Organization for Economic Cooper-
ation and Development (OECD) and the United Na-
tions Conference for Trade and Development (UNC-
TAD). The OECD and the UNCTAD provide fora 
for consultation and policy coordination on issues in-
cluding, but not limited to, trade. They cover a wider 
range of subjects than the GATT, and do not aim for 
the same degree of specific international obligation 
required of GATT members. Nevertheless, the work 
of these organizations often complements the work 
done in the GATT. Other bodies, such as the Cus-
toms Cooperation Council (CCC) and the internation-
al commodity organizations, cover a narrower pur-
view than the GATT and provide a basis for coordi-
nating and regulating specific aspects of international 
trade. 

This chapter discusses U.S. participation in the 
OECD, the UNCTAD, the CCC, and international 
commodity organizations. It also covers the U.S. bi-
lateral investment treaty program, the United States-
Israel Free-Trade Agreement, the United States-So-
viet Grain Agreement, and progress on trade agree-
ments in the services sector. 

Organization for Economic 
Cooperation and Development 

The OECD, which celebrated its 30th anniversary 
in December 1990, is a forum for industrialized coun-
tries to consult and coordinate on a broad range of 
economic issues facing them. 1  Its objectives are to 
(1) promote the financial stability and economic 
growth of members, (2) promote sound economic de-
velopment of nonmembers, and (3) expand world 
trade on a multilateral, nondiscriminatory basis. Its 
decisions are not binding on individual members. 

The following section discusses the OECD's 
main trade-related activities in 1990. As in previous 
years, the OECD focused on the multilateral trading 
system, national economic policies, agricultural re-
form, developing countries, the dynamic Asian econ-
omies, and the environment. For the first time, 
OECD members addressed the issue of the OECD's 
role in promoting economic reforms in central and 
eastern Europe. 

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

Ministerial Declaration 
At their annual ministerial meeting in May 1990, 

the OECD ministers stated that the successful com-
pletion of the Uruguay Round by the end of the year 
was "the highest priority on the international eco-
nomic agenda."2  In a communique issued at the 
close of the May 30-31 Paris meeting, OECD minis-
ters pledged their resolve to fight protectionism. 
Cautioning that "protectionist pressures remain 
strong," ministers rejected "tendencies towards man-
aged trade approaches, bilateralism, sectoralism, grey 
area measures and unilateral action." 3  The ministers 
stated that failure to complete the Uruguay Round by 
the end of the year "would have a range of negative 
consequences for the trading system, the global econ-
omy, and international economic co-operation." 4  

The communique acknowledged that, while min-
isters agreed with the objectives of the Uruguay 
Round negotiations, they differed on their approaches 
to agricultural reform. Nevertheless, the ministers 
reaffirmed their commitment to the long-term objec-
tives of global agricultural reform through the estab-
lishment of a fair and market-oriented agricultural 
trading system. 

The ministers noted their broad satisfaction with 
economic developments over the past year and the 
emergence of sustainable medium-term economic 
growth in the OECD countries. However, they went 
on to remark that "certain risks" remain and called 
upon member countries to increase job creation, re-
duce external imbalances, promote exchange market 
stability, further the growth of productive investment, 
and encourage savings. Ministers cautioned against 
rising inflation, estimating average annual inflation 
among OECD countries of about 4.5 percent through 
1991 with about 3 percent real average annual eco-
nomic growth.5  All OECD members were urged to 
maintain "firm and balanced" macroeconomic poli-
cies to achieve the goal of noninflationary economic 
growth "so that high employment and fair social con-
ditions can be sustained."6  

For the first time, the political and economic re-
forms in Central and Eastern Europe were the focus 
of attention at the annual ministerial meeting. Earlier 
in the year, the OECD Council had approved the cre- 
ation of a Center for Cooperation with the European 
Economies in Transition 

Cooperation 
 provide technical assis- 

tance and cooperation to economic reform efforts in 

2  OECD, press release, Press/A (90) 32, Paris, May 31, 
1990. 

3  Ibid. 
4  Ibid. 
5  OECD, Economic Outlook, No. 47, Paris, 1990, p. vii. 
6  OECD, press release, Press/A (90) 32. 
7  The Center for Cooperation with European Economies in 

Transition (the Center) was created in March 1990. The Center, 
which works under the Secretary-General of the OECD, was 
established to design and implement a program of activities to 
assist the process of economic reform in Central and Eastern 
Europe. In September 1990, the Center co-sponsored a confer-
ence with the -United Nations Economic Commission for Europe 
on data collection problems and statistical analysis issues facing 
central and Eastern Europe. In November 1990, the Center 
co-sponsored with the World Bank a Conference on the 
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Central and Eastern Europe. 8  The ministerial com-
munique affirmed the OECD's determination to sup-
port the reform process and stated that the OECD 
should play a "distinct and important role" by engag-
ing in a policy dialogue to promote economic reforms 
in Central and Eastern Europe. 9  

As in previous years, the OECD ministerial com-
munique contained several observations about devel-
oping countries, the dynamic economies in east and 
southeast Asia, and the environment. 

Stressing that economic growth is the responsibil-
ity of the developing countries themselves, ministers 
acknowledged that stable noninflationary OECD 
growth promotes improved economic performance in 
developing countries. The ministers stated that 
successful completion of the Uruguay Round would 
help improve economic performance in the develop-
ing countries by removing trade distortions and by 
further opening OECD markets to developing coun-
tries' exports. On the issue of debt, the ministers 
agreed that debt problems remain an impediment to 
economic growth in many developing countries. The 
communique called on both creditors and debtor na-
tions to seek "continued resolute action to resolve 
debt problems." The ministers also stated that their 
efforts to improve the transfer of developmental re-
sources to developing countries "will not be altered 
by the support being lent to reforming countries in 
central and eastern Europe." 

The OECD communique welcomed the comple-
tion of the 1990 round of informal workshops with 
Hong Kong, Malaysia, Singapore, South Korea, Tai-
wan and Thailand.° These workshops covered tech- 

7 —Coiriound 

Transition to a Market Economy in Central and Eastern Europe. 
In early 1991, the Center launched a "Partners in Transition" 
program to provide "in-dept, tailor-made, concrete" assistance 
to the countries that are making the most progress in instituting 
economic reforms, in particular Hungary, Poland, and the Czech 
and Slovak Federal Republic. "The OECD Center for Coopera-
tion with European Economies in Transition," The OECD 
Observer, April/May 1991, p. 169. 

s OECD, press release, Press/A (90) 15, Paris, March 12, 
1990. 

9  While not mentioned in the communique, the OECD also 
devoted part of its attention in 1990 to the U.S.S.R. The heads 
of state and government of the seven major industrial countries, 
at their Houston Economic Summit in July 1990, requested the 
OECD, the IMF, the World Bank, and the European Bank for 
Reconstruction and Development to undertake a detailed study 
of the Soviet economy, to make recommendations for Soviet 
economic refams, and to establish conditions for Western 
economic aid to support Soviet reform efforts. The results of 
this study werepublished by the OECD in French as L'econo-
mie de l'URSS (Paris, 1991), and in English by the World Bank 
as The Economy of the USSR (Washington, DC, 1990). See 
"Radical Reform for the Soviet Union," The OECD Observer, 
April-May 1991, p. 11. 

is The OECD first cosponsored a series of "informal 
seminars" (which participants later referred to as "informal 
workshops') with Hong Kong, Singapore, South Komi, and 
Taiwan beginning in January 1989. OECD and Asian partici-
pants, including officials, academics, and businesspersons, met 
to discuss world economic issues and ways to ease trade 
tensions. For more information on the first such seminar, see 
USITC, Operation of the Trade Agreements Program, 40th 
Report , 1988, USITC publication 2208, July 1989, p. 53. 
Additional information is provided in USITC, Operation of the 
Trade Agreements Program, 41st Report, 1989, USITC publica-
tion 2317, September 1990, p. 68. 

nology and globalization of the economy, financial 
market reform, trade policies, and macroeconomic 
linkages. The 1990 OECD ministerial communique 
strongly urged that dialogue with the dynamic Asian 
economies, "whose role and responsibilities are 
steadily increasing in the world economy," continue 
as "a matter of high priority." 

Finally, the OECD ministers repeated their past 
warning on the need for increased attention and ac-
tion in response to environmental problems." The 
1990 communique outlined the OECD's plans to 
broaden its research on global climate change and to 
continue its efforts in developing environmental indi-
cators, evaluating the economic dimensions of envi-
ronmental problems, and analyzing the links between 
environmental and trade policies. 12  Ministers indi-
cated the need for OECD countries to contribute to 
"environmentally sustainable development" to inte-
grate environmental concerns into development plan-
ning. 

Revised 1990-1991 Economic Outlook 
At an October 3, 1990 meeting, OECD Secreta-

ry-General Mr. Jean-Claude Paye assessed the global 
impact of the Persian Gulf crisis. 13  Noting that infla-
tion "undoubtedly is on the move," and citing the fear 
of oil scarcity, the financial shock of declining stock 
markets, deteriorating budgetary situations in many 
countries, and sluggish growth in the United States, 
he strongly urged OECD countries to safeguard in-
vestment capacity, of their industries during the cur-
rent period of economic adjustment, and not to ease 
monetary and fiscal policies. 

In December 1990, the OECD acknowledged that 
"the economic situation has changed substantially." 14 

 The Organization stated that higher oil prices, a sharp 
decline in equity prices, and a deeper than expected 
economic slowdown in the United States were accen-
tuating cyclical differences among OECD countries. 
Revised forecasts showed OECD economic growth 
slowing to 1.75 percent in the second half of 1990, 
and "unlikely to pick up much in the fast half of 
1991."15  The OECD's December report concluded 
with "a less favorable view of the short-term eco-
nomic outlook" than had previous reports issued dur-
ing the year. 16  Annual OECD economic growth rate 
and inflation rate estimates were revised to show real 
growth slowing to 2.8 percent in 1990 and 2.0 per-
cent in 1991, with inflation of 4.3 percent and 4.9 
percent respectively. However, no fundamental 
changes in the OECD's previously advised policy 

11  The condition of the environment was mentioned for the 
first time in an OECD ministerial declaration in 1989. See 
USITC, Operation of the Trade Agreements Program, 41st 
Rmort, 1989, USITC publication 2317, September 1990, p. 67. 

A2  For more on the OECD's work in tins area, see the 
discussion on trade and the environment below. 

13  OECD, "Address by Mr. Jean-Claude Paye, Secretary-
General of the OECD, to the Parliamentary Assembly of the 
Council of Europe," Press Release, SG/Press (90) 55, Oct. 3, 
1990. 

14  OECD, Economic Outlook, No. 48, Paris, 1990, p. vii. 
rs Ibid., p.  3.  
16  Ibid., p. vii. 
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orientations—anti-inflationary monetary policy, bud-
get deficit reduction, and trade liberalization within 
the GATT framework—were called for. 

Despite increased risks and uncertainties, the re-
vised OECD forecast estimated that world trade 
would slow only "moderately and temporarily" be-
tween mid-1990 and mid-1991 as weak activity in 
the United States is counterbalanced by strength in 
Japan, Germany, and the oil-exporting countries. In 
the medium term, the report estimated that U.S. ex-
ports of goods and services would rise over the next 
two years as a result of the country's improving inter-
national competitiveness. The OECD estimated that 
the large U.S. share of the OPEC market would im-
prove the outlook for U.S. exports as several Middle 
East countries increase their overseas purchases fol-
lowing resolution of the Persian Gulf crisis. The re-
port also stated that the United States stands to bene-
fit from capital inflows as allied nations make pay-
ments for U.S. military expenditures incurred during 
the Gulf crisis. 

According to the OECD, the adverse economic 
events of 1990 "underline the need for economies to 
be flexible in order to adjust rapidly to distur-
bances."17  The OECD underscored the importance 
that countries "maintain the momentum of structural 
reform" on trade issues, because trade policy "im-
pinges on virtually every area of structural reform, 
since freer trade stimulates competition and promotes 
the efficient functioning of all elements of the eco-
nomic system."18  The report reaffirmed the need for 
a successful conclusion of the Uruguay Round and 
urged that bilateral trade negotiations and agree-
ments, such as the Structural Impediments Initiative 
talks between the United States and Japan," be 
brought into a multilateral context. Urging that "free 
competition among enterprises should be. the rule," 
the OECD called for a "systemic review" of such po-
licies as import quotas, voluntary export restraint 
agreements, safeguard me-asuresyariable import le- 
vies, and anti-dumping actions.

Agricultural Trade 
The OECD's May 1990 Ministerial communique 

noted the impasse between the United States and the 
EC in reaching an agreement on farm subsidy reform 
in the Uruguay Round. The communique outlined 
the deeply entrenched positions of the two sides—
without citing countries by name—exposing sharp 
differences in their pcsitions. 21  

17  DM., p. xi. 
19  Ibid. 
19  See discussion of the Structural Impediments Initiative, 

ch. 4. 
" OECD, Economic Outlook, No. 48, p. xii. 
21  "Ministers are prepared to negotiate in line with the 

agreed objectives of the Puma del Este and mid-term Review 
Declarations, although they differ on how an approach to these 
objectives should be expressed at this stage. Some feel that 
negotiations should proceed to seek 	policy commit- 
mans in each area of the negotiations. . . Others prefer to 
seek reductions in support and protection with commits 
encompassing all measures affecting directly or indirectly 
im 	

3 2, p.
port access and export competition. • ." OECD, press release, 

ress/A(90)   

The question of how to reform world agricultural 
trade has been a subject of OECD work for several 
years. As in previous years, the OECD's 1990 minis-
terial communique endorsed a report on agricultural 
policies prepared jointly by the Agriculture and Trade 
Committees.n However, ministers noted that 
"OECD countries have made only limited and uneven 
progress in implementing the agreed long-term ob-
jectives of the policy reform."23  The OECD said that 
agriculture remains characterized "by wide use of in-
ternal support and other measures adversely affecting 
trade," and that "insufficient structural adjustment" as 
well as "persistent international tensions and dis-
putes" continue to plague agricultural markets. 24  

The 1990 Ministerial communique stated that 
agricultural assistance policies remain costly to both 
OECD and non-OECD countries. In its June 1990 
economic outlook, the OECD noted that "inefficien-
cies introduced by agricultural policies have reduced 
OECD output by over $70 billion in recent years." 25 

 The measures of assistance used by the Organization 
are producer and consumer subsidy equivalents 
(PSEs and CSEs).26  In recent years, the OECD has 
also calculated percentage PSEs and CSEs to mea-
sure, on a commodity-by-commodity basis, the share 
of assistance to producers in the value of each coun-
try's agricultural output, and the rate of implicit tax 
on consumers. For the OECD as a whole, the total 
PSE declined for the second consecutive year from 
$164 billion in 1988 to $141 billion in 1989. The 
percentage PSE also declined from 45 percent in 
19:: to 39 percent in 1989. The CSE fell from $122 
billion in 1988 to $104 billion in 1989, with the per-
centage CSE declining from 35 percent to 31 percent 
during the same period. The OECD calculated the 
total value of all transfers from consumers and tax-
payers due to agricultural policies as $245 billion in 
1989, a 13 percent decline from the 1988 level of 
$282 billion but still higher than any other year be-
fore 1985.27  

Despite these reductions, the OECD reported that 
"assistance in percentage and absolute terms remains 
substantially above the high average for the 1979-85 
period and above the levels of any year before 

22  OECD, Agricultural Policies, Markets and Trade Monitor-
ing and Outlook 1990 (Paris, 1990). 

23  OECD, Press/A (90) 32, Paris, May 31, 1990. 
24  Ibid., p. 5. 
" OECD, Economic Outlook, No. 47, p. xi. 
26  Both of the subsidy equivalents are designed to measure 

the cost of policies that assist production and tax consumption 
of apicultural commodities. The PSE is defined as the payment 
that would be required to compensate farmers for the loss of 
income resulting from the removal of a given policy measure. 
The CSE (actually calculated as a negative number) COM-
spands to the implicit tax on consumption resulting from a 
given policy measure, net of any subsidies to consumption. 
Both are measured in U.S. dollars. Although PSEs and CSEs 
are broader measures of assistance than nominal or effective 
rates of protection, these subsidy equivalents do not cover all 
agricultural production (coverage varies by country) and they 
exclude some transfers to production. See OECD, Agricultural 
Policies, pp. 87-109. 

27  OECD, Agricultural Policies, pp. 8-9. 
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1985."28  Furthermore, the OECD stated that the ap-
parent decline in total assistance was due primarily to 
higher world market prices and a stronger U.S. dollar. 
Policy changes were only "marginal" to the reduc-

tion in rates of assistance, the OECD said. Prices 
received by producers increased in national curren-
cies, but the stronger U.S. dollar caused prices re-
ceived by producers to decline in the OECD average. 
The OECD concluded that changes in producer prices 
and other output-based support policies have a larger 
influence on a country's assistance level than the 
same proportionate change in world prices. As a re-
sult, producer prices and output-based supports 
"must play a major role in the progressive and con-
certed reduction in assistance." 

Trade and the Environment 
In its report on the environment" published in 

January 1991, the OECD identified several trade-re-
lated aspects of environmental issues. 

On the subject of international trade and environ-
mental regulations, the report urged members to pre-
vent differences in environmental standards from 
leading to nontariff trade barriers. The report en-
dorsed common standards and testing procedures as 
ways to promote international trade. Enhanced coop-
eration in labeling schemes for "green" products was 
proposed to foster international trade in environmen-
tally friendly goods. While the OECD's Trade Com-
mittee observed no significant distortions in interna-
tional trade related to environmental policies, the 
Committee plans to investigate "how concepts such 
as transparency, national treatment and non-discrimi-
nation, legitimacy and proportionality should be 
applied in the context of environmental regula-
tions"31  

The report considered cases in which internation-
al trade flows have a negative environmental impact 
on national, regional, and global scales. Stressing the 
importance of environmental conservation, the 
OECD recommended policies that "prevent interna-
tional trade from having major environmental conse-
quences." Essential to this effort are the environ-
mental and trade policies that are designed "so that 
prices of internationally traded products, services or 
natural resources fully reflect the environmental cost 
of their production, consumption or disposal." 32  

The OECD also studied the trade effects of envi-
ronmental policies. 33  Stricter regulations were found 

Ibid, p. 8. 
23  Ibid., p. 9. 
" OECD, The State of the Environment (Paris, 1991). 
31  Ibid, p. 274. 
32  Ibid., p. 276. 
33  This subject has been investigated in academic research. 

For a summary discussion of economic models analyzing the 
effects of environmental policies on trade patterns, see James 
A. Tobey, "The Effects of Domestic Environmental Policies on 
Patterns of World Trade: An Empirical Test," Kyklos, vol. 43, 
1990, fasc. 3. 

to have only negligible trade effects among the 
OECD countries. However, the report cautioned 
that it is still too early to determine whether environ-
mental regulations ultimately will affect international 
competitiveness and trade performance. The OECD 
was not able to determine the net environmental im-
pact of international trade liberalization and free 
trade areas, the study said. 

Finally, the report addressed developing countries 
and the countries of central and Eastern Europe. 
Debt-for-nature swaps35  represent an "important 
step forward" in promoting environmental conserva-
tion in developing countries, the OECD said. Central 
and Eastern Europe, facing industrial and urban pol-
lution, will need assistance in cleaning up and reha-
bilitating environmental and industrial resources. 
The report concludes that industrialized countries 
have a "special responsibility" to respond to environ-
mental problems in non-OECD countries and to 
"promote the integration of environmental concerns 
into trade and aid policies and practices." 36  

Services 
In 1982, the OECD Ministerial Council launched 

a work program to "examine ways of removing un-
justified impediments to international trade in ser-
vices and to improve international cooperation in this 
area."37  The work program has two parts: Commit-
tees with sectoral expertise are identifying and eva-
luating obstacles to trade in specific service indus-
tries, while the Trade Committee and its working 
group are establishing a general framework for con-
sidering service trade issues. 

Tourism services 
International tourism is one of the service areas 

that has long been the subject of study and agree- 

34  This conclusion corroborates findings in academic 
research on the subject "The theory that trade suffers from the 
imposition of environmental policy has a strong element of a 
priori plausibility but, surprisingly, has little empirical support." 
Ibid„ p. 291. 

33 -for-nanne swaps are arrangements in which an 
indebted

De 
 country establishes an environmental conservation 

program in exchange for the cancellation of a portion of the 
country's foreign debt. In such arrangements, bilateral aid 
agencies or private donors first purchase the developing 
country's debt from existing commercial bank creditors. To 
diversify their loan portfolios, banks routinely sell or trade their 
loans to developing countries in so-called "secondary debt" 
markets. Because of the high credit risk developing-country 
debt carries, this debt is sold to other banks cc private investors 
for less than its face value. (Banks do not allow debtor 
countries to repurchase their own debt, however.) Once the debt 
is purchased, the creditor country supervises the establishment 
of an environmental conservation program in the debtor 
country. The debtor country then establishes a local-currency 
trust fund to finance the environmental program. The debtor 
country saves in several ways: the donor's purchase of the debt 
the secondary market reduces the creditor country's outstanding 
debt by a significant percentage; some donors forgive part of 
the remaining debt; and, in lieu of making debt service 
payments in U.S. dollars, the debtor country makes payments to 
the environmental trust fund in its own currency. 

36  OECD, The State of the Environmera, p. 282. 
" OECD, 'OECD Council Meeting at Ministerial Level 

Communique," The OECD Observer, May 1982, p. 6. 
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ments by the OECD.38  The OECD Tourism Com-
mittee (TC) held its 58th session in April 1990 in 
Estoril, Portugal. The TC reported that tourism in 
OECD countries continues to flourish and estimated 
that tourism "will become the largest economic sector 
of the world's economy by the year 2000." 39  How-
ever, further expansion of tourism is hindered by 
overburdened infrastructure, air and ground conges-
tion, and safety and security risks, creating "a critical 
situation" which stands to worsen as the demand for 
passenger transport increases over the next several 
years. The TC recommended several policy changes 
to address transport problems that OECD countries 
will face in the 1990s. Specific recommendations in-
cluded (1) the use of improved computer-based pas-
senger booking procedures, (2) the construction of 
new airports and such improvements as secondary 
runways at existing airports, and (3) increased use of 
high-speed trains as alternatives to travel by air and 
automobile.46  

Technical engineering services 

The OECD published a case study41  on technical 
engineering services (TES)42 i n  January 1991. The 
report examined several important factors pertaining 
to trade in TES. These observations noted that (1) 
barriers in OECD countries were responsible for lim-
ited trade in TES among OECD countries; (2) protec-
tionist policies in OECD countries restrict TES ex-
ports to developing countries; (3) alternative TES 
suppliers, such as Brazil, Taiwan, India, and Korea, 
have entered the TES market; (4) the lack of availa-
bile financing restricts the demand for TES in devel-
oping countries; and (5) developing countries exhibit 
wide variation in their use of protectionist barriers to 
promote local TES capability. 

Customs Cooperation Council 
During 1990 the Customs Cooperation Council 

(CCC) and its subordinate committees continued 
their efforts toward customs simplification and har-
monization. Their work again focused on administer-
ing the Harmonized Commodity Description and 
Coding System (known as the Harmonized System or 
HS). Implemented by a convention that entered into 
force internationally on January 1, 1988, the HS is a 
structured nomenclature to describe goods in trade 
for tariff, statistical, and transport documentation pur- 

" For more information on the OECD code and tourism, see 
USITC, Operation of the Trade Agreements Program, 37th 
Report, 1985, USITC publication 1871, 1986, p. 117. 

39  OECD, Tourism Policy and International Taoism in 
OECD Member Countries (Paris, 1990), p. 17. 

4° For mom detailed information, see Rid. 
41 OECD, Technical Engineering Services (Paris, 1991). 
42  Technical engineering services include the provision of 

design services for the construction of a goods or power-pro-
ducing facility or of infrastructure; inspection and technical 
supervision of this construction; .preparation for industrial 
production of new products; design, construction, and start-up 
of industrial production capacity; and testing, improvement, and 
modification of capacity and products. 

poses. As of November 1, 1990, 60 countries and the 
EC were contracting parties to the HS convention, 
and still more countries are considering accession.43 

 Many of the latter, including the U.S.S.R., send ob-
servers to HS-related meetings, as do international 
organizations. Upon acceding to the convention, the 
United States replaced its former Tariff Schedules of 
the United States with an HS-based tariff (the Har-
monized Tariff Schedule of the United States or 
HTS) effective as of January 1, 1989. 

The CCC recommended certain amendments to 
the international HS nomenclature in July 1989. 
Such amendments were deemed accepted when no 
Contracting Party to the convention notified an objec-
tion to the amendments within six months of the date 
of notification of the recommendation. The United 
States is obliged to implement these amendments do-
mestically in the HTS on January 1, 1992. As autho-
rized under section 1205 of the Omnibus Trade and 
Competitiveness Act of 1988, the International Trade 
Commission published a list of proposed changes to 
the HTS necessary to reflect the amendments adopted 
by the CCC and solicited comments from other Fed-
eral agencies and the public 

Principal responsibility for the HS lies with the 
Harmonized System Committee (HSC), which is 
charged with ensuring uniform application of the no-
menclature and proposing necessary amendments 
thereto to reflect trade and technological change. The 
HSC meets twice each year. Recommendations and 
advice from both of its related bodies and questions 
presented by the countries party to the convention are 
considered, and results of votes thereon are submitted 
to the CCC for its approval. Questions concerning 
the classification of specific merchandise (such as 
sport utility vehicles) are considered, including po-
tential amendments to the text and explanatory notes 
that may be deemed necessary. 

During its Apri145  and October 199046  sessions, 
the HSC agenda covered a range of topics and classi-
fication questions. Among the matters discussed 
were technical assistance (especially to developing 
and Eastern European countries), training activities, 
cooperation with other international organizations 
(particularly the GATT), the proposed HS commodity 
data base, the exchange of national customs rulings, 
possible standardized units of quantity, and data col-
lection relating to ozone depleting substances. In ad-
dition, the HSC took note of many new classification 
inquiries, directed further studies on several topics, 
and made numerous amendments to specific 

43  See Customs Cooperation Council (CCC), Report to the 
Customs Cooperation Council on the Sixth Session of the 
Harmonized System Committee, CCC Doc. 36.300 (HSC/6/Nov. 
90), pp. 2-3. 

44  55 Federal Register 1733, Jan. 18, 1990. 
45  CCC, Report to the Customs Cooperation Council on the 

FOh Session of the Harmonized System Committee, CCC Doc. 
36.300 (HSC/5/Apr. 90), pp. 4-10 and annexes C/1 through M, 
inclusive. 

" CCC, Report to the Customs Cooperation Council on the 
Sixth Session, CCC Doc. 36.300, pp. 4-13 and minxes C-G. 
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explanatory notes. Last, the HSC considered pro-
posed changes to the nomenclature needed to imple-
ment prior CCC or HSC decisions and noted pro-
posed HSC involvement in the potential GATT effort 
to develop harmonized country-of-origin rules. 

Two significant related bodies, the one new to the 
CCC and the other in existence for some years, car-
ried out specific responsibilities regarding the HS. In 
January 1990 the Review Subcommittee of the HSC 
began a systematic 3-year review of all chapters of 
the HS nomenclature to prepare recommended 
changes needed to deal with new products and pro-
cesses, as well as trade patterns.47  This body has to 
date met three times. Considered in these meetings 
were chapters covering machinery, electrical equip-
ment, and scientific instruments and apparatus." 
The Subcommittee took up various proposals to 
modify or create provisions for automatic data pro-
cessing machines, machinery used to manufacture 
semiconductor devices, facsimile machines, electrical 
wire and cable, optical fiber cables, digital audio 
tape, camcorders, industrial robots, new medical 
diagnostic apparatus, and high-definition televisions 
and picture tubes therefor. Other issues included the 
definition of printed circuits and of devices "capable 
of operation without an external source of power." 
The efforts of this body to modernize the HS nomen-
clature is of great significance to producers and ex-
porters of recently-developed products, and the U.S. 
delegation has taken an active role. 

The Scientific Subcommittee has for many years 
dealt with highly technical issues, generally involving 
chemicals, and provides advice and recommendations 
to the HSC on such questions. It meets once each 
year unless there is an insufficient number of ques-
tions to justify meetings. The expertise of this group 
is heavily relied upon by the HSC regarding ques-
tions on these matters, and adoption of its proposals 
has generally been perfunctory. Among its areas of 
study in 1990 were precursors and essential chemi-
cals most commonly diverted into illegal drug man-
ufacture, nomenclature changes suggested by the 
United Nations Environment Program, and amend-
ments to the nomenclature covering certain deriva-
tives and mixtures. 49  

Although difficult issues will arise during the 
work of these bodies, the modernization of the HS 
nomenclature and efforts to attain consistent interpre-
tation within the countries using it will likely result in 
significant benefits for the trading community. The 
ongoing examination of the HS will keep the nomen-
clature abreast of changes in trade and technology, 

47  CCC, Report to the Customs Cooperation Council on the 
Fifth Session, CCC Doc. 35.960, pp. 3-11 and annexes D, L 
and K, and CCC, Report to the Cititoms Cooperation Council 
on the Sixth Session, CCC Doc. 36.300, pp. 4-13 and annexes 
C-G. 

48  Ibid. 
" CCC, Report to the Customs Cooperation Council on the 

Fifth Session, CCC Doc. 36300, annexes E/1 and L/13. 

facilitating the description of goods and the compara-
bility of data for the bulk of world trade. 

United Nations Conference on Trade 
and Development 

UNCTAD was created as an organ of the United 
Nations General Assembly in 1974 for the purpose of 
promoting international trade, especially with a view 
to accelerating the economic advancement of devel-
oping countries. Since its inception, UNCTAD's role 
has been limited largely to the exchange of views on 
trade and aid programs among countries that are at 
different stages of economic development or have 
different economic systems. 5° 

UNCTAD convenes in conference once every 4 
years. The most recent conference was UNCTAD 
VII, held in July-August 1987; UNCTAD VIII will 
convene in September-October 1991. Between con-
ferences, the Trade and Development Board (TDB), 
UNCTAD's governing body, oversees the organiza-
tion's functions. The TDB holds two or more regular 
sessions per year and an occasional special session. 
In 1990, the TDB convened its 36th session (second 
part) in March and its 37th session (first part) in Oc-
tober. The following sections discuss some of the 
major topics that were the focus of ongoing trade-re-
lated work at UNCTAD in 1990. 

Trade Relations with Central and Eastern 
European Countries 

Promoting trade and economic cooperation 
among countries having different economic and so-
cial systems51  has been a subject of particular interest 
to UNCTAD.52  The Final Act of UNCTAD VII di-
rected the TDB to consider developing a program 
aimed at promoting intersystems trade, in particular 
East-South trade.53  

At its March 1990 meeting, the TDB was "unable 
to agree on a future program of work for UNCTAD 
with respect to trade and economic relations with 
Eastern Europe."54  The political and economic re-
forms in central and Eastern Europe, particularly the 

511  Membership in UNCTAD is open to all countries that are 
members of the United Nations or of any of the agencies 
related to the organization. 

51  The subject "Trade Relations Among Countries Having 
Different Economic and Social Systems" can refer to either 
East-West trade or East-South trade, the latter being trade 
between centrally planned economy countries of Eastern Europe 
and the developing countries. "Intersystems trade" is another 
term for the same concept. 

82  For a discussion of the TDB's work on this subject, see 
UNCTAD, "Report of the Intergovernmental Group of Experts 
on Further Promotion of Inter-Systems Trade," TD/B/1244-TD/ 
B/AC45/2, Jan. 23, 1990. 

" The relevant provisions of the Final Act of these issues 
are paragraphs 30 (c) and 105 (28). For a discussion of the 
Final Act of UNCTAD VII, see Operation of the Trade 
Agreements Program, 37th Report, 1987, USITC publication 
2095, pp. 3-6 to 3-7. For the East South program, see UNC-
TAD, "Report of the Trade and Development Board on the 
Second Part of its Thirty-Fourth Session," Aug. 1, 1988, 
11)/8/1174, vol. II, pp. 15-20. 

54  UNCTAD, "Change In Eastern Europe Steals Board 
Limelight," UNCTAD Bulletin, No. 3, May-June 1990, p. 6. 
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introduction of free-market economic policies, were 
seen as having "undermined" the justification for a 
distinct UNCTAD program. UNCTAD had justified 
this program by the "difference" of the central plan-
ning system governing the Central and Eastern Euro-
pean region. At the Spring 1990 TDB session several 
Eastern European representatives indicated that they 
considered UNCTAD's "traditional agenda formula-
tion irrelevant" for the new central and Eastern Eu-
rope.55  They said that their "difference," along with 
centralized economic planning, was a thing of the 
past. 

The TDB's concern was that the Central and 
Eastern European countries now were more inter-
ested in addressing their own problems and in devel-
oping closer ties with the West than in engaging in 
dialogue with UNCTAD. Unable to agree on a future 
program for trade and economic relations with Cen-
tral and Eastern Europe, the TDB's Spring 1990 ses-
sion may have marked "the last UNCTAD debate on 
the subject,"56  with future activities left to the discre-
tion of UNCTAD's Secretary-General. 

The Generalized System of Preferences 
The Generalized System of Preferences (GSP) is 

a framework under which developed countries pro-
vide preferential tariff treatment to certain goods ex-
ported by developing countries. 57  The system was 
designed to promote industrialization and to acceler-
ate economic growth in developing countries by in-
creasing their export earnings. Preferential tariff 
rates accorded by developed countries are at the core 
of GSP benefits. Under the GSP, most-favored na-
tion (M N) tariffs are eliminated or reduced for 
beneficiaries on products covered by the scheme. 
The GSP is composed of 16 autonomous schemes of-
fered by 22 OECD countries and five Eastern Euro-
pean countries. The UNCTAD Special Committee on 
Preferences is responsible for overseeing the GSP. 

The Committee on Preferences held its second 
10-year comprehensive review of the GSP in May 
1990.58  While admitting that the GSP has had only 
"a small impact on growth and industrialization," the 
Committee reported nevertheless that the impact has 
been positive" in promoting trade and investment in 
export-oriented production in developing coun-
tries.59  Noting that "the second decade of the opera-
tion of the individual schemes terminates in the peri-
od 1991-1993 and decisions requiring their extension 
must soon be taken,"60  the Committee proposed sev-
eral measures for improving the GSP program. 

22  Ibid. 
26  Ibid. 
52  The operation of the U.S. GSP system in 1990 is 

discussed in aligner 5. 
58  See UNCTAD, "Comprehensive Review of the General-

ized System of Preferences, Including Its hnplementation, 
Maintenance, Improvement and Utilization," 1D/B/C.5/130, 
March 5, 1990. 

"Ibid., p. 17. 
6° Ibid., p. 1. 

Among the shortcomings in the current GSP sys-
tem, the Committee cited (1) "the growing tendency 
in some major preference-giving countries to unilat-
erally exclude countries from benefits, often on the 
basis of non-economic criteria; '61  (2) the prevalence 
of nontariff barriers, and (3) the complex system of 
rules of origin. A review of research on the impact of 
expanding GSP product coverage showed that, while 
the number of products covered under GSP schemes 
increased during the 1980s, restrictions and limita-
tions in OECD countries led to a reduction in the 
overall ratio of the value of preferential to dutiable 
imports. Thus the Committee concluded "that there 
is considerable room for improvement in the GSP 
schemes."62  Its recommendations to preference-giv-
ing countries for improving the GSP in the 1990s in-
cluded expanding the products covered by the GSP 
scheme, exempting GSP-eligible products from non-
tariff measures and granting across-the-board duty-
free treatment to products originating in developing 
countries or enlarging the margin of GSP preference 
to compensate for any erosion of GSP benefits result-
ing from tariff liberalization in the Uruguay Round. 63  

The main changes in GSP schemes worldwide 
described by the Committee on Preferences included 
the extension of beneficiary status to Hungary and 
Poland by the EEC and the United States. Other 
changes noted in the U.S. GSP program were the de-
cisions to suspend benefits to Burma and the Central 
African Republic indefinitely because of alleged vio-
lations of human rights.64  

Restrictive Business Practices 

Resolution 35/63, adopted at UNCTAD's fifth 
conference of December 5, 1980, 65  calls upon the or-
ganization to act in an advisory and training role in 
order to assist developing countries in detecting and 
effectively controlling restrictive business practices 
(RBPs). UNCTAD has concentrated on two catego-
ries of RBPs: (1) "horizontal RBPs," or cartel ar-
rangements, that dominate the domestic market, im-
ports, exports, or world markets and (2) "vertical 
RBPs," or market dominance practices, such as refus-
als to deal or threats thereof, resale price mainte-
nance, tied-selling, exclusive dealing, and predatory 
pricing.66  Contributions from developed countries 
permitted UNCTAD to launch a series of seminars on 

61  UNCTAD, "Improving the Generalized System of 
Preferences," UNCTAD Bulletin, No. 3, May-June 1990, p. 7. 

62  UNCTAD, "Comprehensive Review of the GSP," p. 14. 
e Ibid., p. 19. 
" The Central African Republic was reinstated to the U.S. 

GSP in 1990. A further discussion of these and other modifica-
tions is contained in the chapter 5 section on the U.S. GSP 
Pr°1tarn  

5  Adopted as "The Set of Multilaterally Agreed Equitable 
Principles and Rules for the Control of Restrictive Business 
Practices," TD/R13P/CONF/10/ Rev.1, Dec. 5, 1980; this is 
UNCTAD's code of conduct on restrictive business practices. 

66  See UNCTAD, 'Towards Increased Competition in World 
Trade," UNCTAD Bulletin, No. 6, Nov.-Dec. 1990, p. 8. 
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RBPS for the benefit of developing countries. 67 
 These seminars have included presentations on how 

RBPs adversely affect international trade, the need 
for RBP control legislation, and the role of RBP con-
trol within the context of overall industrialization and 
economic policies. 

An Intergovernmental Group of Experts (IGE) 
meets annually to review cases of RBPs encountered 
by developing countries in their international trade 
transactions with developed countries and to discuss 
legislation introduced by various countries to control 
RBPs. The ninth annual meeting of the IGE, held 
April 23-27, 1990, acted largely as a preparatory ses-
sion for UNCTAD's ten-year review of its set of 
principles on RBPs. This review conference, entitled 
the United Nations Conference to Review All As-
pects of the Set of Multilaterally Agreed Equitable 
Principles and Rules for the Control of Restrictive 
Business Practices, convened in Geneva during . No-
vember 26-December 7, 1990.68  The conference 
was accompanied by "an unprecedented demand 
from developing countries for technical cooperation 
in the area of RBPs." 69  Participants expressed their 
concern about the increasingly competitive world en-
vironment and the adverse effects continued growth 
of RBPs would have on developing countries' econo-
mies. The review conference recommended that de-
veloping countries "come to grips with restrictive 
business practices affecting international trade," and 
stated that "mutually reinforcing action is needed at 
both national and international levels." 70  The confer-
ence called for future work to address the needs for 
improvements in transparency, particularly through 
exchanges of information among countries, and to de-
fine consultation procedures for bringing relief to af-
fected parties. 

Services 

Issues related to trade in services have long been 
a part of UNCTAD's work program. Services are one 
of five areas specifically singled out for consideration 
during UNCTAD VIII. The Secretariat has produced 
studies on specific service industries (notably ship-
ping, insurance, and financing related to trade) and on 
service control of restrictive business practices. 
Within the United Nations, many organizations deal 
with service-sector concerns. Whereas some bodies 
focus their attention on a particular sub-sector (e.g., 
the International Civil Aviation Organization), others 

67  The fiat regional seminar on RBPs for African countries 
was held in 1986. Subsequent seminars were held for Asian 
countries in 1987, for French-speaking African countries in 
1989, and for Latin American countries in 1990. For a com-
plete description of these seminars, see UNCTAD, "Review of 
All Aspects of the Set of Multilaterally Agreed Equitable 
Principles and Rules for the Control of Restrictive Business 
Practices," TD/RBP/CONF3/4, Aug. 14, 1990. 

a  See UNCTAD, "Towards Increased Competition in World 
Trade," p. 7. 

" Ibid., p. 9. 
70 mid., pp.  7-9.  

deal with issues applicable to a much broader array of 
sectors (e.g., the World Intellectual Property Organi-
zation). 

The Final Act of UNCTAD VII (105(19)) 71  re-
quested that the Secretariat undertake a two-phase 
study of trade in services from the point of view of 
developing countries. Phase one was to analyze "the 
implications of the issues raised in the context of 
trade in services"; phase two was "to explore appro-
priate problematics for trade in services" in view of 
"the technological changes in the field of services." 
The Secretariat treated the first part of this request in 
1989," and treated the second part at the TDB's 
March 1990 session." The 1990 study addressed 
market issues, legal and institutional issues influenc-
ing government attitudes toward trade in services, 
and the impact of technological advances "that will 
have to be taken into account in establishing multilat-
eral disciplines aimed at liberalizing and expanding 
trade in services as a means of promoting the devel-
opment Of developing countries."74  

The Secretariat's study calls for a selective ap-
proach to liberalized trade in services so as neither to 
undermine the ability of developing countries to carry 
out macroeconomic and employment-generating po-
licies nor to interfere with such strategic national ob-
jectives as national security and cultural sovereignty. 
In addition, the report argues that selective liberaliza-
tion should not hinder the growth of "knowledge-
based" services in developing countries, such as fi-
nancial services, or restrict access to services needed 
for firms in developing countries to compete in for-
eign markets. Such a selective approach should also 
consider liberalization in sectors that will improve 
the competitiveness of developing countries' exports. 
Thus, by exercising "some degree of control of the 
various services involved," developing countries can 
avoid becoming "captive producers or customers" of 
services in a world where developed countries control 
global markets. 

The Secretariat remarked that the "absence of 
sufficiently desegregated trade statistics" identifying 
trade flows and the problems associated with lack of 
an "internationally agreed 'nomenclature' for ser-
vices" are major impediments to international negoti-
ations on liberalizing trade in services. Generally, 
however, the Secretariat noted that developing coun-
tries run deficits in service trade (except in travel and 
services rendered through the movement of labor 
abroad). For firms in developing countries to benefit 
from liberalization of trade in services, they will have 

71  For a discussion of the Final Act of UNCTAD VII, see 
US1TC Operation of the Trade Agreements Program, 39th 
Report, 1987, USITC publication 2095, 1988, pp. 3-6 to 3-7. 

72  UNCTAD, "Services: Issues Raised in the Context of 
Trade in Services," TDB/1197. For a discussion of this report, 
see US1TC, Operation of the Trade Agreements  Program , 41st 

Re 
 il' 1989, USTTC publication 2317, 1990, pp. 82-83. 

UNCTAD, "The Problematics of Trade in Services and 
Technological Change," Jan. 10, 1990, TD/B/1241. 

74 ibid..  p.  3. 
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to acquire competitive advantages to compete with 
firms from developed countries. Such advantages 
"may only be possible in the context of solutions to 
more general problems of debt and infrastructural de-
velopment." Reducing bathers to entry, created by 
government and corporate measures restricting access 
to information and technology, will also facilitate 
trade in services for newcomer firms in developing 
countries. The report also asserted that increased 
transparency on the part of governments and firms 
trading in services will improve the statistics on trade 
in services and facilitate decisions by governments 
with respect to trade liberalization. 

Finally, the Secretariat stated that liberalization of 
trade in services should address existing regulations 
at the international, national, and provincial or state 
levels, as well as differences in regulations among 
countries. At the same time, the Secretariat stated 
that liberalization in services should "address the ad-
verse effects of regulation and not aim at deregulation 
per se." The report concluded with the caution that 
new trade policy concepts for trade in services not 
result in the "introduction of new discriminatory and 
restrictive measures or an unnecessary undermining 
of the unconditional most-favored-nation principle." 

Maritime services 

The UNCTAD Committee on Shipping held its 
14th session in June 1990. The existing imbalance 
between the supply and demand in world shipping 
continued to receive a significant portion of the Com-
mittee's attention. 75  A report on world shipping pre-
pared by the UNCTAD Secretariat indicated that, 
while the imbalance between supply and demand in 
world shipping had improved in recent years, "exces-
sive and speculative ordering could again rapidly in-
crease world shipbuilding capacity" and lead to re-
newed "substantial overcapacity."7° The report asked 
governments, international organizations, shipown-
ers, and banks and other financial institutions to "re-
frain from artificially and excessively stimulating de-
mand for new ships through subsidies, easy financing 
and other support measures."77  

The Committee on Shipping also addressed con-
cerns expressed by developing countries about the 
possible adverse impact sophisticated multimodal 
transport and containerization might have for their 
transportation industries. The Committee adopted a 
resolution recognizing the need "to avoid widening 
the gap between the developed and developing coun-
tries with regard to multimodal transport and contain-
erization," and requested the Secretary-General to 
convene a meeting of experts in 1991 to investigate 
the problems experienced by users and providers of 

75  For a discussion of the Committee's prior work on the 
imbalance between the world supply and demand for shipping, 
see USITC, Operation of the Trade Agreements Program, 40th 

Reqtrit'AVANSZ, Pubtatz,22°8i.ilpp71 .  and Demand in 
World Shipping," March 29, 1990, TDB/C.4/333, p. 7. 

77  Ibid., p. 9.  

multimodal and/or container transport operations in-
volving sea links. 78  

Insurance and reinsurance 
The UNCTAD Committee on Invisibles and Fi-

nancing Related to Trade (CIF) held its 13th session 
in February 1990. The Committee reviewed develop-
ments in the field of insurance and examined a statis-
tical report prepared by the UNCTAD Secretariat 79 

 The CIF also focused on specific problems faced by 
developing-country insurers in choosing reliable re-
insurers. 

Stagnant economic growth and a shortage of for-
eign exchange are the most prevalent factors imped-
ing the growth of insurance markets in developing 
countries. The Committee called on developing 
countries "to continue to intensify their efforts to pro-
mote and consolidate their domestic insurance sec-
tors,"80  and to consider "extending insurance to new 
strata of the population, particularly in the agricultur-
al sector" in order to make insurance a more dynamic 
and more viable factor in the domestic economy. 81 

 On the subject of reinsurance, the CIF expressed its 
concern that "most companies in the developing 
countries had limited possibilities for obtaining the 
relevant information needed for choosing reinsurers 
or reinsurance brokers." 82  The Committee recom-
mended that authorities in developing countries act 
on behalf of domestic insurers by obtaining informa-
tion from foreign-based reinsurers and brokers and 
making this information available to the domestic 
companies. 

Negotiation and Operation of 
International Commodity Arrangements 

UNCTAD's Committee on Commodities is the 
most active international forum for discussion on the 
issue of commodities policy. UNCTAD's role in 
monitoring commodities reflects the importance of 
these products to developing countries, which depend 
heavily on commodity exports to developed coun-
tries. The Committee on Commodities annually 
monitors the operation of international commodity 
arrangements.8  International commodity agree- 

78 UNCTAD, "UNCTAD Shipping Committee to Study 
Multimodal Transport," UNCTAD Bulletin, No. 5, Sept.-Oct. 
1990, p. 14. 

" UNCTAD Secretariat, Statistical Survey on Insurance and 
Reinsurance Operations in Developing Countries, 1984-1986, 
TDB/C.3/231, Jan. 9, 1990. 

813  UNCTAD, "Review of Developments in the Field of 
Insurance and Reinsurance: Draft Resolution submitted by the 
Chairman," TDB/C3/L175, Feb. 8, 1990, p. 2. 

81  UNCTAD, "Draft Report of the Committee on Invisibles 
and Financing Related to Trade on the First Part of its Thir-
teenth Session," TDB/C3/L174, Feb. 8, 1990, p. 2. 

82 Ibid., p. 3. 
83 1n 1990, the Committee on Commodities monitored 

arrangements on coca, coffee, copper, iron ore, jute and jute 
products, nickel, olive oil, robber, sugar, tin, tropical timber, 
tungsten, and wheat. The committee also monitored ongoing 
consultations on several commodities not covered by interna-
tional agreements or arrangements, including bananas, bauxite, 
cotton and cotton yams, hard fibers (sisal and henequai, abaca, 
and coir), manganese, meat, phosphates, tea, and vegetable oils. 
For more detailed information, see UNCTAD, "Review of the 
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ments evolved out of the concern of both commodity 
producing and consuming nations over the disruptive 
effects of wide fluctuations in commodity prices. 
Commodities policy continues to be at the forefront 
of North-South dialogue. 

In 1990, the Committee on Commodities con-
ducted its fourteenth annual review of international 
commodity markets." The committee considered 
both traditional and new concerns developing coun-
tries have about the commodity market situation. 
Traditional concerns include (1) depressed commod-
ity prices, especially for cocoa and coffee, leading to 
large shortfalls in many developing countries' export 
earnings; (2) structural over-supply for some com-
modities, with an oversupply in temperate-zone com-
modities attributable at least in part to developed 
countries' farm income support policies; and (3) de-
clining demand for natural raw materials as synthetic 
substitutes become more widely available and used. 
New concerns identified in 1990 included (1) de-
creasing demand for commodities in developed coun-
tries because of the influence of noneconomic fwtors 
such as health and environmental concerns; (2) over-
supply of certain commodities, leading to lower 
prices, because of the use of high-yield varieties and 
improved production techniques; and (3) limited mar-
ket opportunities, even for efficient producers, be-
cause of price supports developed countries give to 
their domestic producers.° 

The OECD also studied recent trends in produc-
tion, prices, and international demand for commodi-
ties. 

At the end of 1990, the United States was partici-
pating in six of the seven international commodity 
agreements: those covering coffee, natural rubber, 
jute, sugar, tropical timber, and wheat.° The United 
States may enter into international commodity agree-
ments through executive agreements, treaties requir-
ing ratification by a two-thirds majority of the Sen-
ate, or specifically through enacted legislation. A 
treaty is the customary route. In general practice, the 
U.S. Government has expressed concern regarding 
the potential for long-term market distortions under 
international price-stabilization mechanisms. It con-
tends that world markets should be allowed to oper-
ate freely and without government interference. U.S. 
efforts are focused on promoting research and devel-
opment funding rather than market intervention. 
However, the United States has shown that it is 

113—Cosatimurd 

Work Programme, with Partiadar Reference to the Results of 
Intergovernmental Consultations held Pursuant to the Relevant 
Paragraphs of the Final Act of UNCTAD VII," TDB/C.1/311, 
Aug. 30, 1990. 

UNCTAD, "Review of the Commodity Situatica and 
Outlook," TDB/C.1/309, December 1990. 

as For a more detailed discussion of these concerns, see 
UNCTAD, "Commodities: Old Concerns Persist, New Ones 

e," UNCTAD Bulletin, No. 6, Nov.-Dec. 1990, pp. 9-10. 
86 	United States does not participate in the international 

agreement governing cocoa. 

willing to consider participation in a commodity 
agreement if there is a demonstrated need in an eco-
nomically sound market and a balance between pro-
ducer and consumer interests. 

The following sections summarize significant de-
velopments in the 1990 operation of international 
commodity agreements covering cocoa, coffee, natu-
ral rubber, jute, sugar, tropical timber, and wheat. 
Three of the agreements (cocoa, coffee, and natural 
rubber) contain specific price-stabilization mecha-
nisms designed to reduce fluctuations in prices, im-
prove long-run producer earnings, and deliver a 
steady, adequate, and reasonably priced supply of the 
commodity to the consumer. The cocoa and natural 
rubber agreements provide for market intervention 
through buying and selling of buffer stocks to moder-
ate price swings. The now-suspended coffee agree-
ment used export quotas to stabilize prices. In price-
stabilization arrangements, the proposed price range 
must be compatible with the anticipated long-term 
market trend. In addition, the price-affecting mecha-
nism must be sufficiently flexible to allow prices to 
move both up and down in response to changes in 
international supply and demand. In contrast, the 
agreements covering jute, sugar, tropical timber, and 
wheat are not specifically designed to stabilize prices. 
Instead, these agreements seek to promote research 
and market development of the respective commodi-
ties. 

Cocoa 
The 1986 International Cocoa Agreement 

(ICCA)," concluded in July 1986, replaced the 1980 
agreement, which expired on September 30, 1986. 88 

 In January 1987, the 1986 ICCA went into effect as 
the requisite number of cocoa producing and consum-
ing member countries provisionally ratified the ac-
cord.89  Unlike in the previous agreement, the 
world's largest producer of cocoa—the Cote d'I-
voire—is a member of the 1986 ICCA. The agree-
ment was scheduled to be in effect through yearend 
1990; after that time it became eligible to be extended 
for an additional 3 years if a new agreement had not 
been already developed. The United States has not 
been a member of any of the ICCAs for a variety of 
reasons. Most notably the U.S. Government believes 
that buffer stock agreements generally do not work, 
that the agreements have been inadequately funded, 
and that unrealistic price ranges are specified in the 
agreements.90  

The 1986 ICCA's 250,000-ton buffer stock in-
cludes 100,000 tons of cocoa carried over from the 
1980 ICCA. The buffer stock is financed by a 

" The two "Cs" in the initials for the International Cocoa 
Aveanent (ICCA) ate used to distinguish it from the Interna-
tional Coffee Agtertnent (ICA). 

83  The 1980 ICCA replaced the ICCA of 1975 and its 
predecessor, the ICCA d 1972.. 

" Ratification by countries accounting for 80 percent of 
world exports and 65 percent of world imports are needed for 
the_t

Y°
iv-mnent to enter into force. 
 U.S. Department of State, "International Commodity 

Agreanents," GIST, Aug. 1985. 
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1.4-cent per pound levy on member exports and on 
member imports from nonmembers. The ICCA pro-
vides for semiautomatic adjustment mechanisms and 
price reviews. Prices in the current ICCA are denom-
inated in Special Drawing Rights (SDRs) to moderate 
currency fluctuations. 91  The following tabulation 
lists the price ranges of the ICCA as of February 
1991: 

SDRIton 
APInex-
centslib. 

Upper intervention price 
(must sell) 	  2,155 142 

May sell price 	  2,100 138 
Median price 	  1,820 120 
May buy price 	  1,540 101 
Lamer intervention price 

(must buy) 	  1,485 98 

Cocoa prices under the agreement are determined 
by reference to a daily price and by an indicator price 
expressed in SDRs per ton. Prices are reviewed an-
nually and are adjusted automatically by 115 SDRs/ 
ton, up or down, if they are not within the mandatory 
intervention levels and if the buffer stock manager 
has bought or sold 75,000 tons of cocoa within a 
6-month period.93  

The ICCA also includes a provision for a With-
holding Scheme in case the buffer stock is unable to 
maintain prices within the designated range." The 
release of cocoa from the Withholding Scheme would 
begin when the indicator price has been at or above 
the median price for 10 consecutive market days. 
Buffer stock sales cannot resume until all cocoa has 
been released from the Withholding Scheme. 

Efforts to renegotiate the agreement in 1990 
proved unsuccessful. The agreement's buffer stock 
mechanism ran out of funds in the 1980s because of 
members' growing arrearages in funding the buffer 
stock mechanism and because of a collapse in inter-
national cocoa prices. Little chance of the renegoti-
ation of the ICCA exists until producer-country debts 
are paid. In July 1990, arrears totaled approximately 
$150 million, of which Cote d'Ivoire owed $87 mil-
lion. At the March 1990 ICCO meetings, the Agree- 

91  For 1990, 	to ITC calculations, the average SDR 
exchange rate was 1.36 DR/U.S. dollar. 

n Based on ITC calculations. 
93  The daily price is the average daily quote for cocoa beans 

of the nearest three active future trading months on the London 
Cocoa Terminal Market and on the New Yak Coffee, Sugar, 
and Cocoa Exchange at the time of the London daily dose. The 
indicator price is the avenge of the daily prices over 10 
consecutive market days. 

N Under the supervision of the buffer stock manager, the 
scheme provides for the withholding of a maximum of 120,000 
tons of cocoa from the market by producers when the indicator 
price is at or below the lower intervention price for 5 or more 
consecutive days, or when either 80 percent of the maximum 
capacity of the buffer stock has been filled, or when the net 
fmancial resources of the buffer stock are only sufficient to 
purchase 30,000 tons of cocoa. 

ment's administrative provisions were extended until 
September 30, 1992, without the buffer stock mecha-
nism; the 1.4-cent per pound levy on member exports 
and imports from nonmembers used to finance the 
buffer stock was suspended as of April 15, 1990; and 
the buffer stock manager was authorized to sell any 
stockpiled cocoa over 10 percent defective, without 
replacement. It was also agreed that the buffer stock 
manager, as of October 1, 1990, could sell extra co-
coa to meet operating expenses. However, sufficient 
funds are deemed available to cover costs for the 
1990/91 season. The September 1990 meetings of 
the ICCA Executive Committee and Council ended 
without concluding a new Agreement. Meetings of 
the ICCA Executive Committee and Council in Sep-
tember 1990 ended without concluding a new Agree-
ment. If the ICCA is not renegotiated or extended, 
the buffer stock must be gradually liquidated over a 
period of no more than 4 1/2 years. 

Coffee 
The current International Coffee Agreement 

(ICA) entered into force provisionally in October 
1983 and definitively on September 11, 1985. The 
United States participates in the ICA along with 74 
other nations, including 50 producing countries that 
account for more than 99 percent of the coffee enter-
ing world trade. The present agreement is an exten-
sion (for 2 years) of the original 6-year agreement, 
which was to expire on September 30, 1989. The 
International Coffee Organization (ICO) administers 
the ICA under rules and regulations established by 
the International Coffee Council (ICC). 

On July 3, 1989, the ICC suspended export quo-
tas," but elected to extend the ICA, without econom-
ic provisions, until September 30, 1991. Following 
the suspension and the resulting increased supply, 
coffee prices declined significantly. The ICO com-
posite price reached a low of 61 cents per pound in 
October 1989, which was 47 percent less than the Oc-
tober 1988 average of $1.14. USDA officials report 
that disagreement among ICA members over dis-
count sales to nonmembers, market shares, and the 
problem of availability of the types and qualities of 
coffee required by consuming countries led to the 
suspension of quotas. 

Table 7 shows that during 1986-90, the average 
annual ICO composite indicator price declined from 
$1.71 per pound to 72 cents per pound. 

"Until July 1989, when export 	were suspended, the 
terms of the ICA remained awn y unchanged from those of 
the original agreement. The agreement provided for export 
quotas to stabilize prices, but had no provision for a buffer 
stock. Each exporting member country was annually assigned a 
coffee export quota and was required to affix an ICA certificate 
of origin to coffee exports. Importing member countries were 
required to refuse any shipments from exporting countries not 
accompanied by valid ICA certificates. For more detailed 
information on the suspension of quotas, see USITC, Operation 
of the Trade Agreements Program, 41st Report, 1989, USITC 
publication 2317, September 1990, 
P. 72. 
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Table 7 
Green coffee: International Coffee Organization monthly average composite Indicator prices, on the basis of the 1979 
agreement, 1986-40 

(Per pound) 

Month . 1986 1987 1988 1989 1990 

January 	  $2.04 $1.18 $1.15 $1.27 $0.92 
February 	  1.91 1.16 1.21 1.18 .92 
March 	  2.04 1.01 1.18 1.17 .90 
: fa ! 1.92 1.04 1.16 1.18 .92  r,,i 	  

1.77 1.11 1.16 1.16 .92 
June 	  
July 	  
August 	  

1.54 
1.49 
1.54 

1.02 
.96 
.98 

1.19 
1.14 
1.07 

1.05 
.77 
.69 

.92 

.92 

.92 
September 	  1.81 1.05 1.14 .69 .92 
October 	  1.63 1.11 1.14 .61 .91 
November 	  1.49 1.16 1.14 . .62 .91 
December   	 1.31 1.15 1.24 .62 .91 

Average 	  1.71 1.08 1.16 .92 .92 

Source: Compiled from ICO data reported by the U.S. Department of Agriculture and the U.S. Department of Commerce. 

The International Coffee Council met in London 
September 17-18, 1990. Salient issues discussed 
were (1) the future of the ICA scheduled to expire 
September 30, 1991; (2) the extension of the contract 
of the ICO Executive Director, due to expire at the 
end of March 1991; (3) the ICO budget for 199(W1; 
and (4) progress on the negotiations for renewal of 
the /ease on the ICO current headquarters facilities. 

Although no progress was made to reinstate ex-
port quotas, it was agreed that the ICA would be ex-
tended for another year until September 30, 1992. 
The Council extended the contract of the ICO Execu-
tive Director (Alex Beltrao, a Brazilian citizen who 
has held that office since 1068) for a 2-year period 
until March 1993. As for the ICO budget, members 
expressed their desire that, if possible, outlays be re-
strained to the level of the previous year and that an-
nual dues not be increased. Negotiations are continu-
ing for the renewal of the lease on the London ICO 
headquarters. 

Vietnam was admitted as an exporting member of 
the ICO on September 28, 1990. The .ICO has ruled 
that Vietnam will be .classified initially as an export-
ing member exempt from basic quotas under the pro-
visions of article 31 of the ICA 1983, as extended. 
For statistical purposes, the crop year of Vietnam 
shall be deemed to run from October 1 to September 
30 and coffee produced and exported be classified as 
Robusta.  

The ICO has announced that it will not fund a 
1991 Winter Coffee Drinking Survey for the U.S. 
market. The Board of Management of the Promotion 
Fund has decided to discontinue support for all mar-
ket research activities'. 

Natural Rubber 
The International Natural Rubber Agreement of 

1987 (INRA 1987) is the second such agreement on 

natural rubber replacing INRA 1979. 96  The purpose 
of INRA 1987, like that of its predecessor, is to stabi-
lize natural rubber prices and to foster expanded nat-
ural rubber supplies at reasonable prices. INRA 1987 
is designed to reflect fully market trends and to oRer-
ate in an effective and financially sound manner. Yi It 
provides for the continuation of the buffer stock es-
tablished by INRA 1979 of not more than 550,000 
metric tons. The buffer stock is used to defend a 
price range that is adjusted regularly in accordance 
with market conditions, and the buffer stock mecha-
nism is the sole instrument for price stabilization. 
The financing of INRA 1987 is shared equally be-
tween importing and exporting members. INRA 
1987 has a term of 5 years that can be extended for 2 
years. 

The Buffer Stock Manager (BSM) of the Interna-
tional Natural Rubber Organization (INRO) entered 
the market to purchase natural rubber for the INRO 
stockpile in each of the first 3 months of 1990. 98  This 
intervention by the BSM was an attempt to defend 
the price of natural rubber, as the 5-day moving aver-
age of the INRO daily market indicator price 

" 1NRA 1987 came into force provisionally on December 
29, 1988. INRA 1987 was signed on behalf of the United 
States on August 28, 1987, but was not ratified by the U.S. 
Government until November 1988. For a detailed discussion of 
the INRA's origin and its operation, see Operations of the 
Trade Agreement Program, 
33rd Report, 1981, USITC publication 1308, pp. 91-94; and 
publication 1955, pp. 3-14 and 3-15. For further information on 
U.S. participation m INRA 1987, see U.S. Department of State, 
Aiwant, Dec. 5, 1988, Message Reference No. A 301. 

91  This is accomplished through periodic reviews of the 
reference price. The reference price is a midrange price level 
that is inflective of recent marten prices. See the discussion of 
the 1990 referenceprice review below. 

9sThe Economist Intelligence Unit, Rubber Trends, No. 125, 
London, England, March 1990, pp. 5, 18, 19, and 25; and, The 
Economist Intelligence Unit, Rubber Trends, No.126, London, 
England, June 1990, pp. 16, 20, and 26. 
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(DMIP)99  had been below the lower intervention 
price (the "may buy" level) of 185 Malaysian/Singa-
pore (M/S) cents per kilogram (i.e., 81.9 U.S. cents 
per kilogram or 37.2 U.S. cents per pound) from 
about mid-December 1989 on into 1990. 1°° INRO 
1987 considers the market indicator price above, at, 
or below price levels specified in this agreement if 
the average of the DMIP for the last 5 days is above, 
at, or below such prices. 101  The intervention by the 
BSM in support of prices was the first intervention 
since INRO sold off its stocks in March 1989. This 
has been the first purchase by the BSM since 
1986. 1°2  

In spite of intervention by the BSM, the DMIP 
fluctuated narrowly below the lower intervention 
(i.e., "may buy") price level of 185 M/S cents per 
kilogram during April-June 1990. The 6-month av-
erage of the DMIP at the end of June 1990 was 
182.93 M/S cents per kilogram. Therefore, the Inter-
national Natural Rubber Council ("Council") at its 
21st session on July 10 and 11, 1990, carried out its 
first 15-month review of the reference (i.e., mid-
range or mid-point) price and agreed on a 5-percent 
downward revision of the INRO reference price to 
207.20 M/S cents per kilogram against the former 
level of 218.10 M/S cents per kilogram. 

There was a consensus among both the consumer 
and producer members of the Council that the mini-
mum required cut of 5 percent would be sufficient to 
reflect the prevailing equilibrium in international nat-
ural rubber markets. 03  Consequently, changes to the 
various intervention levels (i.e., upper and lower in-
tervention and upper and lower trigger action price) 
were also revised downward by 5 percent. 1°4  

" The DMIP and other INRA-related prices are described in 
detail in articles 29-32 af the International Natural Rubber 
Agreement, 1987, Treaty Document 100-9, 100th Congress, 1st 
cress. October 20, 1987. 

1°° The exchange rate used is the mathematical average of 
the Malaysian currency exchange rate and the Singapore 
currency exchange rate. For 1990, the rate used was calculated 
from data provided by the International Monetary Fund, 
International Financial Statistics, vol. XLIV, No. 3, March 
1991, pp. 348 and 468. 

Iv' For an explanation of the daily market indicator price 
(DMIP), the conversion of the M/S currency to the U.S. 
currency, and the intervention motes and other INRA related =see Operations of the Trade Agreements Program, 41st 

1989, USITC Publication 2317, pp. 75 and 76; Opera-
tion of the Trade Agreements Program, 33rd Report, 1981 
USITC publication 1308, pp. 92-94; Operations of the Trade 
Agreements Program, 32nd Report, 1980, USITC publication 
1414, pp. 90-92; and, Operations of the Trade Agreements 
Program, 31st Report, 1979, USITC publication 1121, pp. 
86-88. 

1°2  The Economist Intelligence Unit, Rubber Trends, No. 
125, London, England, March 1990, pp. 18 and 19; and, The 
Economist Intelligence Unit, Rubber Trends, No 126, London, 
England, June 1990, p. 16. 

at Committee on Statistics, Annual Assessment of the World 
Natural Rubber Situation and Related Areas, Nineteenth 
Meeting, Nov. 9 and 13, 1990, ST/19/4, Agenda item 4, and the 
Economist Intelligence Unit, Rubber Trends, London, England, 
No. 127, September 1990, pp. 19-20. 

In August 1990, the INRO five-day moving aver-
age of the INRO DMIP reached its high of 189.36 
M/S cents per kilogram. Since then, natural rubber 
prices edged down, and in November 1990 ap-
proached the new "may buy" level of 176 M/S cents 
per kilogram despite the 5-percent reduction in inter-
vention thresholds in July. This reduction encour-
aged sufficient speculation that further intervention 
by the BSM in support of prices is likely. 105  Official 
sources, however, report that no further intervention 
by the BSM occurred during 1990. 106  

Official sources attribute the decline in price for 
natural rubber during 1990 to a combination of two 
principal factors. First, there was a slack in demand 
in the automotive and tire industries in 1990. Sec-
ond, there was more than an ample supply of natural 
rubber to meet worldwide needs. 107  

There were additional significant actions taken by 
the International Natural Rubber Council of INRO 
during the 21st session (July 10 and 11, 1990) and the 
22d session (November 12 and 13, 1990), which were 
both held in Kuala Lumpur.108  At the 21st session, 
the Council agreed to resolution 124, Refund of Sur-
plus Funds Under the Buffer Stock Account Under 
INRA 1979. This refund amounted to a total of ap-
proximately $11 million Malaysian Ringgets (ap-
proximately $4 million U.S. dollars) 109  to members 
who so request. The United States is entitled to $13 
million Malaysian Ringgets ($479,000 U.S. dollars), 
or about 12 percent of the total refund. About $880 
million Malaysian Ringgets ($326 million U.S. dol-
lars) from INRA 1979 have already been refunded. 

Also, at the 22d session (November 11-13, 
1990), the Council extended the time limit for the 
deposit of instruments of ratification, acceptance, or 
approval up to and including December 31, 1991, to 
enable members who had made provisional applica- 

1°. The new upper trigger action price ("must sell") level 
was set at 249 M/S cents per kg (as against 262 M/S cents per 
kg previaasly); the upper intervention price ("may sell") level 
was set at 238 M/S cents per kg (as against 251 M/S cents per 
kg); the lower intervention price ("may buy") level at 176 M/S 
cans per kg (formerly 185 MIS cents per kg.); and the lower 
trigger action price ("must buy") level at 166 M/S cents per kg 
(previously set at 174 MIS cents per kg). With a special vote 
requiring a two-thirds majority, the reference price could have 
been reduced by more than 5 percent at the July 1990 meeting. 
See the Committee on Statistics, Annual Assessment of the 
World Natural Rubber Situation and Related Areas, 19th 
Meeting, Nov. 9 and 13, 1990, ST/19/4, Agenda item 4, and, 
The Economist Intelligence Unit, Rubber Trends, No. 127, 
London, England, September 1990, pp. 19 and 20. 

1°3  Ibid., No. 128, December 1990, pp. 4, 20, 25, and 26. 
11" USITC staff telephone interview, Office of Commodities, 

U.S. Department of Commerce, Feb. 12, 1991, and Feb. 13, 
1991. 

la Ibid. 
148  The actions at these meetings are summarized in the 

official Press Cam run rue issued at the end of each session 
(i.e., Annex 12, CL/21/Communique, July 11, 1990; Annex 9, 
CL/22/Cannumique, November 13, 1990); The Economist 
Intelligence Unit, Rubber Trends, No.126, June 1990, p. 16; 
and, No. 127, September 1990, 
p. 14. 

1" $1.00 US = S2.70166 Malaysian Ringgets. 
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tion to ratify INRA 1987. Sri Lanka, the fourth larg-
est producer of natural rubber in the world and a 
member of INRA 1979, formally joined INRA 1987 
on July 19, 1990. Sri Lanka is the fifth exporting 
country after Malaysia, Indonesia, Thailand, and Ni-
geria to join INRA 1987. INRA 1987 now comprises 
5 exporting and 20 importing members and the Euro-
pean Community. 110  

Worldwide consumption of natural rubber 
reached 5.320 million metric tons (mt) in 1990, a 
2-percent increase over 5.225 million mt in 1989. 111 

 Worldwide production of natural rubber in 1990 re-
portedly reached 5.170 million mt, an increase of 12 
percent over 5.110 million mt in 1989. Natural rub-
ber stocks declined again in 1990 as natural rubber 
demand rose about 150,000 mt more than production. 
Another source estimates 1990 natural rubber con-
sumption at 5330 million mt and production at 5.200 
million mt, with an overall decline in stock of 
130,000 mt in 1990. 112  

Jute 

The International Jute Agreement (IJA) was 
signed in 1982 under the auspices of UNCTAD and 
became effective January 9, 1984. 113  Unlike some in-
tergovernmental commodity agreements, the UA 
does not administer buffer stocks, pricing-level mea-
sures, or export quotas to stabilize world prices or 
supplies. In addition, there are no provisions for 
obligatory contributions to the UA's Special Account, 
which is used for project funding. 

The original UA agreement expired in 1989 but 
was reenacted and temporarily extended until January 
9, 1991, to allow the final drafting of a new jute 
agreement. The new agreement, scheduled to last un-
til January 9, 1996, was ratified by most members 
and entered into effect provisionally in January 
1991.114  The new agreement is similar in focus and 
direction as the original 1982 agreement, although it 
has added some cooperative ventures and environ-
mental measures as new objectives. 

The UA is essentially a research and develop-
ment oriented agreement to promote sales of jute and 
jute products. The UA concentrates on maintaining 
and expanding existing markets for jute, as well as 

11° For a detailed description of these proceedings, see the 
official Press Communique issued at the end of each session 
(i.e., Annex 12, CLalrumique, July 11, 1990; Annex 9, 
CLJ22/Comnumique, November 13, 1990k The Economist 
Intelligence Unit, Rubber Trends, No. 126, London, England, 
June 1990, p. 16; and, No. 127, September 1990, p. 14. 

111  International Rubber Study Groups (IRSG), Press 
Release, 32nd Assembly of the MSG, Ottawa, Canada, Sept. 
10-14, 1990. 

llz The Economist Intelligence Unit, Rubber Trends, No. 
128, London, England, December 1990, p. 25. 

113 For more detailed infonnation on the formation of the 
IJA, see US1TC, Operation of the Trade Agreements Program, 
36th Report, 1984, US1TC publication 1725, July 1985, 
pp. 95-97. 

114  U.S. Deputment of State Telegram, January 1991, 
Dhaka, Message Reference No. 00808. 

creating new markets by enhancing the competitive-
ness and quality of jute and jute products. The objec-
tives of the new UA are similar to those of the former 
UA, although the following new objectives have been 
added (1) to provide effective cooperation and con-
sultation between jute exporting and importing coun-
tries; (2) to consider the environmental aspects in IJO 
activities; and (3) to encourage jute processing in 
both importing and exporting countries. 

The International Jute Organization (1.10), head-
quartered in Dhaka, Bangladesh, administers the UA. 
The UO assembles data, undertakes research and de-
velopment projects, and oversees studies pertaining 
to the problems in the overall jute market. The Inter-
national Jute Council (UC) is the Agreement's high-
est governing body. It conducts two formal meetings 
annually for all signatories. The exporting countries 
and the importing countries, as two blocs, each ac-
count for 50 percent of the UC votes. 

The Food and Agriculture Organization of the 
United Nations projected world production of jute fi-
ber to total 3.6 million metric tons for crop year 
1990/91. This is a 16-percent increase in production 
from the previous crop year of 3.1 million metric tons 
and the largest output in the last 4 crop years, but still 
well below the average of 4.5 million metric tons for 
1983/84-1985/86. The increase in 1990/91 produc-
tion resulted after carryover stocks were reduced to a 
lower than usual level at the start of the crop year. 
The tighter supply of jute led to higher prices, which, 
in turn, led producers to increase the amount of 
acreage under cultivation. Increased acreage coupled 
with availability of quality seed and favorable weath-
er conditions combined to yield an increase in world 
production. 

Developing countries produced 99 percent of the 
world's output of jute fiber in crop year 1990/91. 
India and Bangladesh, traditionally the largest suppli-
ers, accounted for 44 percent (1.6 million metric 
tons) and 23 percent (0.8 million metric tons), respec-
tively, of the world production in crop year 
1990/91.n5  

World exports of jute fiber in crop year 1989/90 
increased 26 percent from the previous crop year, 
amounting to 480,800 metric tons. Developing coun-
tries accounted for 97 percent of all exports. Bangla-
desh remained the major source of exports. The in-
crease in world exports of jute fiber was chiefly the 
result of a 28 percent increase in exports from Ban-
gladesh. India, the leading world producer of jute 
fiber, consumes most of its output domestically. 
However, the increased demand for jute exports was 
attributed largely to India. For the first time, India's 
government permitted the importation of raw jute fi-
ber, allowing jute manufacturers to purchase jute fi-
ber at the more competitive international prices. 

ns The only developed country that produces a significant 
amount of jute fiber is the Soviet Union. It accounted for 
approximately one percent (47,000 metric tons) of world 
production in crop year 1990/91. 
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World production for all jute products (including 
yarn, twine, carpetbacicing, fabrics, sacking, and oth-
er fmished goods) declined to 3.4 million metric tons 
in 1989. This was a slight drop from the previous 
year and a 9 percent decline from the 1986 output. 116 

 Rising concern for the environment has increased in-
terest in some nontraditional jute products, such as 
carpets, clothing, decorative wall hangings, paper, 
geotextiles, and non-woven products for automobile 
panels; strong competition from manmade fibers has 
displaced the use of jute in many other products, 
however. Developing countries accounted for 94 per-
cent (33 million metric tons) of the world production 
of jute products in 1989. As with jute fiber, India is 
the largest producer of jute goods, providing 40 per-
cent (1.4 million metric tons), and Bangladesh pro-
duced about 21 percent (710,000 metric tons). De-
veloped countries produced only 6 percent (192,000 
metric tons) of the world total, with the Soviet Union 
accounting for more than one-fourth of this produc-
tion in 1989. 

World exports of jute products have declined in 
recent years, although exports of 1.0 million metric 
tons in crop year 1989/90 were slightly above the 
previous crop year The rise was attributed mostly to 
increased competitiveness of jute products compared 
with products of manmade fibers. This was a conse-
quence of relatively higher manmade fiber prices 
caused by increased oil prices in the Middle East. As 
with jute fiber, most exports of jute products are from 
developing countries, accounting for 91 percent of 
the total in crop year 1989/90. Bangladesh is the 
largest exporter of jute products while India is the 
second major exporter though the leading producer. 

World apparent consumption of jute fiber was 33 
million metric tons in 1989, a slight increase (2 per-
cent) over the previous year. Developing countries 
were responsible for 79 percent of total world con-
sumption, with those countries in the Far East ac-
counting for almost half (49 percent) of the total. 
India, the largest consumer of jute, accounted for 37 
percent of total world consumption. China was the 
second leading consumer of jute fiber, accounting for 
17 percent of the total in 1989. Bangladesh, which 
produces almost one-fourth of the world output, do-
mestically consumed less than one percent of the 
world total consumption. 

Sugar 
The 1987 International Sugar Agreement (ISA) 

entered into force on January 1,19 , following expi-
ration of the 1984 ISA. 117  The International Sugar 
Organization (ISO), located in London, administers 
the agreement. Concluded on September 11, 1987, 

IN Data for jute production lags about one and one half 
years behind fiber output information. 

117  For a more detailed discussion of provisions under the 
1987 ISA, see US1TC, Operation of the Trade Agreements 
Program, 39th Report, 1987, USTPC publication 2095, July 
1988, p. 3-13. 

this current ISA operated for its slated 3 years, and 
was scheduled to expire on December 31, 1990. The 
ISA Council voted in November 1990 to extend the 
1987 agreement for another year 118  to allow time for 
the results of the Uruguay Round to become known. 

Like its predecessor agreement, 119  the 1987 ISA 
is merely an administrative agreement—it does not 
contain economic provisions to control prices. 12° The 
only change the 1987 ISA makes with regard to the 
previous agreement is the method of financing the 
ISO. Rather than an even split between importers 
and exporters, importers are liable for only 42.5 per-
cent of the costs, with exporters accountable for the 
remaining 57.5 percent. This change was primarily 
made in order to more equally distribute the burden 
of payment between the two groups since more ex-
porters than importers are signatories to the ISA. 

The number of exporting signatories to the ISA 
grew from 34 to 38 in 1989. New exporting mem-
bers were Austria, Bolivia, Colombia, and Mexico. 
The Organization as of November 1990 listed 45 
members, with the EC constituting one member. In-
cluding importing countries, the Organization as of 
October 1989 consisted of 47 countries. Voting 
rights are assessed in proportion to each member's 
contribution to the administrative budget. In Novem-
ber 1988, U.S. voting rights were suspended for fail-
ure to pay its 1988 budget assessment in full. The 
United States has been in arrears in its payments to 
the ISO for several years. The current amount of the 
arrearages as of August 1990 was $215,000. In addi-
tion to losing its voting rights over the arrearages, the 
United States also lost its seat on the policy-making 
ISO Sugar Council, in which it was traditionally one 
of ten representatives of importing sugar countries. 
The Council is the main policy-making body of the 
ISO. 

IN The 1987 ISA allowed for two such extensions, which 
require two-thirds of the votes of the exporting members and 
two-thirds of the votes of the importing members. 

119  For more details about the 1984 agreement, see USITC, 
Operation of the Trade Agreements Program, 36th Report, 
1984L USITC publication 1725, July 1985, p. 90. 

IA" The 1977 ISA, predecessor to the 1984 ISA, contained a 
market stabilization mechanism, which functioned through a 
system of buffer stocks and export quotas that were manipu- 
lated to dampen fluctuations in the free market price of sugar. 
The 1977 ISA was generally ineffective in controlling the free 
market price of men This ineffectiveness was in large pan the 
result of sugar's unique characteristics. Sugar is one of the most 
widely grown crops in the world, as identical refined sugar is 
obtained from tropically grown sugarcane and from temperately 
grown sugar beets. Individual countries also heavily regulate 
their production and trade in sugar. Relatively little sugar is 
traded on the so-called free market. The free market thus bears 
a disproportionate share of sugar shortages and surpluses, with 
price instability being the result. When crop failures reduce res, producing countries 	their domestic needs first, 
preferential arrangements 	and free-market demand last. 

free-market world price often soars as a result. Similarly, 
when there are bumper harvests, the free market becomes a 
distress market and prices plummet. Furthermore, since 
sugarcane requires about 20 months from planting to reach full 
production (which then is continued for several years), the price 
swings are usually extended. 
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The use of target prices was discontinued after 
1984. Actual prices have remained below the 
1982-84 target range. Table 8 presents the monthly 
world market prices for January 1985-November 
1990. 

Tropical Timber 
The International Tropical Timber Agreement 

(ITTA) came into force on April 1,1985, following 8 
years of preparatory work and negotiations carried 
out under the aegis of UNCTAD. Since its entry into 
force, 18 producer countries and 23 consumer coun-
tries have signed the agreement thus forming the In-
ternational Tropical Timber Organization (Tr-ro). 
These countries account for over 95 percent of world 
trade in tropical timber. 

The objectives of the ITTAl 21  reflect a recogni-
tion by member governments that tropical timber is a 
commodity that, unlike many others, is harvested 
from mostly virgin forests, is a product of highly 
fragile ecosystems, and is renewable, under certain 
conditions, only over a long time span. Broadleaved 
hardwood forests need minimally 30 to 50 years, and 
in many cases, up to 100 years, to produce harvest-
able logs, making management of this resource very 
different from that of other agricultural resources. 
Another unique feature of this commodity is that 
tropical forests not only yield valuable timber for ex-
port, but also play an important role in the protection 
of the planetary environment and provide a life sup-
port system for the people who live in or near those 
forests. For these reasons, the ITTA seeks to ensure 
that the economic use of tropical timber is kept in 
balance with conservation of the resource and with 
environmental needs. It is the only international 
commodity agreement to include such objectives. 

121  For the purpose of the ITTA, "tropical timber" is defined 
as nonconiferous tropical wood that grows or is produced for 
industrial uses in the countries situated between the Tropic of 
Cancer and the Tropic of Capricorn. The tens coven logs, 
sawn wood, veneer, and plywood. 

The ITTA is the third commodity agreement to be 
negotiated under the framework of UNCTAD's Inte-
grated Program for Commodities. Its objectives are 
to provide an effective framework for cooperation 
and consultation between tropical timber-producing 
and consuming countries with a view to promotion, 
expansion, diversification of international trade in 
tropical timber, and to the improvement of structural 
conditions in the tropical timber market. To these 
ends, the ITTA seeks to promote research and devel-
opment aimed at improving forest management and 
wood utilization, improving market intelligence, en-
couraging increased and further processing of tropi-
cal timber in member producing countries, encourag-
ing reforestation and forest management activities, 
improving marketing and distribution of tropical tim-
ber exports of producing members, and encouraging 
national policies aimed at sustainable utilization and 
conservation of tropical forests and their genetic re-
sources and at maintaining the ecological balance in 
the regions concerned. Projects in these areas are fi-
nanced from the internal UNCTAD accounts (the 
Second Account of the Common Fund for Commodi-
ties), from regional and international financial institu-
tions, and from voluntary contributions. 

At its Ninth Session in Yokohama, in November 
1990, the International Tropical Timber Council 
(ITTC) established an "expert panel" to appraise new 
ITTO project proposals with respect to their technical 
soundness. The panel was directed to screen new 
project proposals, to ensure their relevance to the 
ITTO Action Plans and Work Programs, and to rec-
ommend adjustments to the proposals that would en-
hance technical feasibility. 

In an effort to improve ITIO's project review 
process, a 12-person technical panel convened at the 
headquarters of the Malaysian Timber Industry Board. 
in Kuala Lumpur, Malaysia. The panel comprised six 

Table 8 
Raw sugar: Monthly world market prices, F.O.B., Caribbean Ports, Bulk Basis (I.S.A), 1985-90 

(Cents per pound) 

Period 1965 1986 1987 1988 1989 1990 
January 	  3.59 4.87 6.47 9.64 9.69 14.38 
February 	  3.66 5.55 7.32 8.40 10.49 14.63 
March 	  3.78 7.07 7.51 8.48 11.54 15.39 

 	3.37 8.36 6.64 8.49 12.14 15.24 
 	2.77 7.64 6.71 8.85 11.93 14.62 

June 	  2.74 6.36 6.40 10.52 12.63 12.99 
July 	  3.15 5.58 6.03 14.04 14.01 11.92 
August 	  4.35 5.50 5.57 11.09 13.96 10.92 
September 	  
October 	  
November 	  

5.14 
5.01 
5.53 

4.67 
5.42 
5.93 

5.79 
6.60 
7.28 

10.18 
10.29 
10.82 

14.13 
14.42 
15.02 

11.00 
9.77 

10.00 
December 	  5.37 5.66 8.25 11.28 13.52 (1 ) 

Average 	  4.04 6.05 6.71 10.17 12.79 12.81 

1  Not available. 
Source: Compiled from UNCTAD data. 
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individuals from tropical timber producing countries 
and six from consuming countries. Detailed com-
ments were prepared by the panel for 48 project pro-
posals, submitted from all regions of the world. The 
panel's comments will be forwarded to the countries 
that submitted proposals so that they may strengthen 
them prior to fmal submission to the ITTO Commit-
tees and Council at their next session in Quito, Ecu-
ador, in May 1991. 

Wheat 

The International Wheat Agreement (IWA), un-
like many international commodity agreements, has 
no provisions for buffer stocks, intervention ranges, 
or export quotas. The activities of the IWA are allo-
cated to two conventions, a Wheat Trade Convention 
and a Food Aid Convention. As part of its responsi-
bilities, the IWA provides technical studies, food aid 
pledges by exporters and importers to needy develop-
ing nations, and information collection. The various 
functions of the IWA have been administered by the 
International Wheat Council, the only commodity or-
ganization in which the United States has had mem-
bership as an exporting nation. 

The original agreement for the IWA, negotiated 
in 1971, was extended eight times; the last extension 
was June 30, 1986. A new IWA was negotiated in 
1986, with signatures affixed in June 1986. Both the 
Wheat Trade Convention and the Food Aid Conven-
tion of the IWA expire June 30, 1991. 

While continuing all the functions and organiza-
tional structures of predecessor agreements, the latest 
IWA expanded the scope of research and reporting to 
include information on other grains, while maintain-
ing its emphasis on wheat. It also increased the 
pledges under the Food Aid Convention. The new 
agreement remained without the power to intervene 
in the world market in order to regulate supplies and 
prices. The principal difference between the old and 
the new IWA was that the later agreement down-
played the language in the original IWA dealing with 
eventual price intervention, an activity the United 
States opposes. 

The decision taken by the Food Aid Committee at 
its 61st Session on December 13, 1990, regarding the 
further extension of the Food Aid Convention, 1986, 
is as indicated below.ln 

The Council agrees in principle to extend the 
Wheat Trade Convention for two years to 30 
June 1993. It notes, however, that some 
countries are not in a position to vote on the 
extension at this session. 

The Council further agrees that if countries 
with reservations lifted them by 30 April 

in From the memorandum issued by the Executive Director, 
International Wheat Council, dated Dec. 17, 1990, addressed to 
the Members of the Council. 

1991 it would confirm its decision on the ex-
tension at its June 1991 session in accordance 
with the provisions . . . of the Convention. 

In marketing year 1989/90, 123  world utilization 
of wheat and wheat flour rose to 536.2 million metric 
tons (mt) from 5315 million mt the previous year. 
Total world production increased slightly over 7 per-
cent, from 5003 million mt in 1988/89 to 536.4 mil-
lion mt in 1989/90. Utilization did not exceed pro-
duction for the first time in 3 years, such that world 
stocks were no longer drawn down (they had declined 
33.5 percent from a high of 176.4 million mt in 
1986/87 to a low of 117.4 million mt in 1988/89); the 
U.S. Department of Agriculture forecast for 1990-91 
indicates a continuation of the increase in world pro-
duction and stocks. 124  However, the stocks of major 
foreign wheat exporters for 1989/90 are some 12 per-
cent higher than the previous year. 125  

During 1988/89 to 1989/90, world trade in wheat 
declined marginally from 96.8 million mt to 96.6 mil-
lion mt; total non-U.S. wheat trade increased by over 
65 percent, from 59.2 million mt to 63.1 million mt, 
whereas the trade in U.S. wheat declined from 37.6 
million nit to 33.5 million mt, almost an 11-percent 
decline. The U.S. share of the world wheat market 
declined from 38.8 percent in 1988/89 to 34.7 percent 
in 1989/90. 

Production of major importers rose in 1989/90. 
India and China produced record wheat crops owing 
to expanded area and yields. In China there are prob-
lems in getting the wheat from the rural areas to the 
urban areas, such that urban areas may not see the 
benefit of the increased production. 126  

U.S. wheat exports are down in 1989/90 owing to 
tight supplies and increased competition for a static 
world market. The largest markets for U.S. wheat 
have been China, the USSR, and Japan. China and 
the USSR have also been the largest purchasers of 
wheat under the Export Enhancement Program 
(EEP). EEP sales have increased, but they remain 50 
percent below the June-January pace of 1988/89, re-
flecting in large part reduced EEP sales to China and 
India. 

While world wheat prices rose from calendar 
years 1988 to 1989, they declined in 1990. As an 
example, the 1988 Gulf port price for no. 2 hard win-
ter wheat, ordinary protein, f.o.b. vessel, was $146.00 
per metric ton; in 1989 the price was $171.00; in Sep-
tember 1990 the price had fallen to $115.00, a 33 per-
cent decline in less than one year.127 

123 July 1989 through June 1990. 
124  U.S. Departmaa of Agriculture, Economic Research 

Service, Wheat, Situation and Outlook Report, (WS-291, 
November 1990). 

123  Ibid., (WS-288, February 1990). 
126  Ibid. 
127 Ibid. 
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Bilateral Trade Agreements Activities 

The Bilateral Investment Treaty Program 

The U.S. Bilateral Investment Treaty (BIT) pro-
gram was launched in 1981 to help promote U.S. di-
rect investment abroad. 128  BITs with interested coun-
tries, usually low- and middle-income developing 
countries, guarantee U.S. investors abroad certain 
rights and protections. The program is based on the 
idea that when some of the risks and restrictions asso-
ciated with overseas investment particularly in de-
veloping countries-are eliminated, U.S. internation-
al investment flows should increase. 

The U.S. Government negotiates BITs using a 
prototype treaty that has the following main objec-
tives: (1) national treatment status, including provi-
sions to hire whomever companies desire to manage 
the venture, (2) unrestricted capital and profit repatri-
ation, (3) expropriation protection based on the "fair 
market value" of the investment, and (4) binding 
third-party arbitration to resolve disputes. These ob-
jectives are based on a version of the original BIT 
prototype, which was last updated in 1987. 

Since the beginning of the program, the United 
States has held preliminary discussions with over 40 
countries regarding possible BITs. No BITs were ra-
tified by the Congress in 1989. Two BITs, one with 
Panama129  and one with Poland, 13° were ratified by 
the Senate in 1990. 131  

United States-Israel Free-Trade 
Agreement 

The year 1990 was the fifth full year of operation 
of the United States-Israel Free-Trade Agree-
ment132  This agreement, which became effective on 
September 1, 1985, was the first FM entered into by 

121  For a more detailed discussion of the BIT program, see 
USITC, Operation of the Trade Agreements Program, 35th 

1983, USITC publication 1535, 1984, pp. 36-43. 
The United States signed the Investment -Treaty with 

Panama (Treaty Doc. 99-14) on Oct. 27, 1982, but the Senate 
withheld ratification because of US. displeasure with the 
government of Manuel Nosiega. BNA, 'State 

) Official Urges Senate Panel to Approve Pol id,erakiestnt  an Panama 
Treaties," International Trade Reporter, September 26, 1990, 
pp. 1489-1490. 

The United States signed the Treaty with Poland 
Concerning Business and Economic Relations on March 21, 
1990. President Bush transmitted the treaty to the Senate for 
ratification on June 19, 1990. For further information on the 
US. treaty with Poland, see "Administration Publicizes Trade 
Strategy with East Europe to Counter Criticism," Inside U.S. 
Trade, March 30, 1990, pp. 20-22. For additional details on 
transmittal of the treaty for Senate approval, see "Message to 
the Senate Transmitting the Poland-United States Business and 
Economic Relations Treaty," Weekly Compilation of Presidential 
Documents, June 19, 1990, p. 970. 

131  Congressional Record, vol. 136, no. 150-Part M, 
Oct. 27, 1990, 517717. 

132  The United States-Israel Free Trade Area Implementation 
Act of 1985, Public Law 99-47, received Congressional 
approval an June 11, 1985. 

the United States. 133  Under the agreement, tariffs on 
all goods in trade originating in the two countries will 
be eliminated over a 10-year period. 134  The FTA 
covers not only manufactured goods and agricultural 
products, but also areas that are not presently covered 
by GATT, such as trade in services, intellectual prop-
erty rights, and trade-related investment performance 
requirements. 

The FTA immediately eliminated duties on prod-
ucts both the United States and Israel consider the 
least import-sensitive. 135  The remaining more sensi-
tive products were placed onto one of three lists 136 

 for the purpose of phasing out customs duties. Each 
list follows a different staging pattern based on the 
product's import-sensitivity, with the complete elimi-
nation of duties on all traded goods to be accom-
plished by January 1, 1995. Initial duty reductions of 
products on the A and B lists began on September 1, 
1985, with duties on less sensitive A-list products 
phased out on January 1, 1989, and duties on more 
sensitive B-list products scheduled to be completely 
eliminated by January 1, 1995. Duties on C-list 
goods, the most import-sensitive products, were fro-
zen until January 1, 1990. The FTA specifies that 
C-list duties after this date are to be determined by 
the governments of Israel and the United States, and 
that duties on these products are to be completely 
eliminated effective January 1, 1995. 

In addition to duty-free entry into the United 
States under the FTA, Israeli exports to the United 
States also are eligible for duty-free entry under the 
U.S. GSP program. 137  However, the FTA offers Is-
rael the advantage of guaranteed duty-free access to 
the United States, while the U.S. GSP program is 
scheduled to expire on July 4, 1993, and imposes 
competitive need limits and tighter origin rules. 

Trade between the United States and Israel under 
the FTA increased further in 1990. Imports under the 
FTA were at their highest level since the FTA became 
operational. The total reported value of duty-free 
imports under the FTA in 1990 was $853 million, or 

133  For a more detailed discussion of the U.S.-Israel Free 
Trade Area Agreement, see USITC, Operation of the Trade 
Agreements Program, 36th Report, 1984, USITC publication 
1725 July 1985, pp. 26-33. 

13' Between 1982 and the time the FM agreement was 
signed in 1985, over 90 percent of Israel's exports had duty-
free access to the United States under the U.S. GSP program or 
on a most-favored-nation basis. See USITC, Operation of the 
Trade Agreements Program, 36th Report, 1984, USITC 
publication 1725, July 1985, p. 27. See also "U.S.-Israel: Two 
Views," The Israel Economist, October 1987, p. 18. 

135  brach exports of textiles and apparel, which had not 
received duty-free treatment by the United States in the past, 
grew by 20 percent in 1986 primarily because of provisions 
under the FTA. See "U.S.-Israel: Two Views," The Israel 
Economist, October 1987, p. 18. For a more detailed analysis of 
the results of the FTA during its first full year of operation, see 
USITC, Operation of the Trade Agreements Program, 38th 
Lyon, 1986, USITC publication 1995, July 1987, pp. 3-18 to 
3-19. 

136  Initially referred to as Categories 11, 111, and IV, they are 
now referred to as the A, B, and C lists. 

1" See discussion of the U.S. GSP program in 
chapter 5. 
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about 26 percent of total U.S. imports from Israel. In 
comparison, U.S. imports from Israel entering free of 
duty under the U.S. GSP totaled $492 million, or 15 
percent of imports. Table 9 lists the top 20 items 
imported from Israel under the United States-Israel 
FTA during 1988-1990.138  

Trade Dispute 

In May 1990, for the first time in the history of 
the U.S.-Israel FTA, the agreement's dispute settle-
ment procedures were invoked. Israel invoked dis-
pute resolution procedures because the United States 
took "action affecting machine tool imports from Is-
rael that Israel believes violates the FTA." 139  The 
dispute involved country of origin requirements for 
U.S. imports of machine tools containing Taiwanese 
components by the Israeli company Shamoa Elec-
tronics. In late January 1990, the U.S. Department of 
Commerce decided to count imports of Sharnoa Elec-
tronic's machine tools against an existing quota on 
machine tools from Taiwan, 14° indirectly stemming 
further imports from Israel. 141  This Commerce deci-
sion effectively rendered ineffective a prior decision 
by U.S. Customs Service in late 1989, which had 
found that the machine tools in question were sub-
stantially transformed in Israel and that well over 35 
percent of the products' value was added in Israel, 
thereby qualifying the machine tools as being of Is-
raeli origin under the terms of the FTA. 142  While the 
United States, Taiwan, and Israel were unable to re-
solve the machine tools dispute during the February 
28-March 2 talks on the issue, the Israeli firm report-
edly agreed to meet the Commerce criteria for ma-
chine tool rules of origin and to seek a non-Taiwa-
nese source for its components to qua% the machine 
tools for export to the United States. 143  

On May 8, 1990, Tel Aviv informed the United 
States that it was activating the FTA's dispute resolu-
tion mechanism. Israel's complaint was twofold. 
First Israel said that the United States was in viola-
tion of the rules of origin under the FTA. Israel ar-
gued that its Taiwanese components underwent a 
"substantial transformation" in Israel through the ad-
dition of "numerous high-tech components... all of 
either Israeli or U.S. origin. . . manufactured into a 

138 Leading items exported to and imported from Israel are 
contained in appatdix tables A-3 and A-4. 

139  Office of the Economic Minister, Embassy of Israel, 
"Israel and the United States to Arbitrate Fust Dispute Under 
Free Trade Agreement," US.-Israel Economic Relations Update, 
No. 1 January 1991, p. 5. 

14° For information on the U.S voluntary restraint agreement 
with Taiwan on imports of machine tools, see USITC, Opera-
tion of the Trade Agreements Program, 38thReport, 1986, 
USITC publication 1995, July 1987, p. 4-41. 

141  Steven Watkins, "Israel Threatens to Take US. to 
Dispute Settlement over Machine Tools," Inside US. Trade, Feb 
16, 1990, p. 1. 

tab,a.  p.  8.  
143  'Taiwan Presses Administration to Alter Origin Rule for 

Machine Tools," Inside US. Trade, March 2, 1990, 
pp. 16-17.  

fmished product for export to the United States" 144 
 Second, Israel stated that the U.S. action counting Is-

raeli machine tool exports with Taiwanese compo-
nents against Taiwan's variable restraint agreement 
quota had the effect of quantitatively limiting Israel's 
exports to the United States, which is prohibited un-
der the FTA, and that this U.S. action prompted Tai-
wan to cease shipping machine tool components to 
Israel. 

U.S. and Israeli officials were unable to resolve 
the issue in a June 1990 meeting. 145  As a result, the 
machine tools issue went to a dispute resolution panel 
under the terms of the U.S.-Israel FTA in July 1990, 
where it remained for the balance the year. 

Negotiations on the FrA 

Two rounds of negotiations took place between 
the United States and Israel in 1990 regarding several 
FTA-related issues. During May 8-9 negotiations in 
Washington, DC,146  Israel formally initiated the 
FTA's dispute resolution panel on machine tool ex-
ports as discussed above. Israel also noted its recent 
accession to the GATT Standards Code, fulfilling an 
agreement extending from the FTA to apply stan-
dards equally to imported and domestic products. 
Other major Israeli concerns in the negotiations in-
cluded U.S. rules of origin covering Israeli printed 
and dyed textiles, 147  a request for exemptions from 
cumulation provisions of U.S. antidumping and coun-
tervailing duty laws, 148  and a request to begin duty 
reductions on C-list goods. 149  Major issues of con-
cern for the United States included (1) nontariff barri-
ers to U.S. exports, including certain discriminatory 
Israeli taxing practices such as the TAMA price 

144  "Israel and the United States to Arbitrate First Dispute," 
P . 2. 

149  "US., Israel May Consider Further Opening Services, 
Procurement Trade," Inside US. Trade, June 8, 1990, p. 4. 

146  United States-Israel Joint Committee, Protocol on the 
US:Israel Free Trade Area Agreement's Joint Committee 
Meeting in Washington on May 8-9, 1990, May 1990. 

147  At issue were semifinished goods imported into Israel 
and subsequently printed and dyed in one operation, with the 
final goods to be considered of Israeli (aim. The Israeli 
delegation requested an interpretation of U.S. Customs regula-
tion 19 CFR 12.130 that requires dyeing and printing to be 
accomplished in two separate operations by foreign manufactur- 
ers M order to meet U.S. requirements for substantial transfor-
mation. 

148  'three Israeli commodities remained subject to counter-
vailing and antidumping duty orders in 1990 (see tables A-20 
and A-22). Israel requested a retroactive exemption from an 
outstanding countervailing duty order on roses that became 
effectie before the FM was implemented. Israel also requested 
that two other commodities currently subject to US. antidump-
ing orders, industrial phosphoric add and oil country tubular 

cods, be given a new injury investigation. U.S. Israel Joint 
Committee, Protocol on the US. Israel FTA, May 1990. 

149  Under the terms of the FTA, C list iproducts became 
eligible for duty eduction, with approval front both Washington 
and Tel Aviv, on January 1, 1991. In January 1991, the United 
States rejected an Israeli request to initiate duty reductions on 
C-list products. See Steven Watkins, "US. Refuses to Agree to 
Phase Out Tariffs Under U.S.-Israel Trade Pact," Inside US. 
Trade, Jan. 26, 1990, p. 1. 
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Table 9 
Israel: Leading U.S Imports for consumption, under special duty provisions of the United States-Israel FTA, customs 
value, 1988-00 

(Thousands of dollars) 

HS 
comma:fry 

Time period 
1988 1989 1990 

8517.90-Parts of telephonic or telegraphic apparatus, etc 	  23,251 39,583 28,657 
8406.90-Parts for steam and other vapor turbines 	  9,308 8,602 26,479 
7113.19-Jewelry and parts thereof, of other precious metal 	 14,627 11,146 25,555 
9031.40-Other optical instruments and appliances 	  2,093 20,842 24,344 
8525,20-Transmission apparatus incorporating reception apparatus 	 180 33,574 22,842 
9015.80-Surveying instruments and appliances, nesoi etc ' 	  9,922 16,599 21,282 
2710.00-Oil (not crude) from petrol & bitum mineral etc 	  9,469 4,928 19,162 
9018.90-Instruments and appliances used in medical, surgical, dental, 

and veterinary sciences nesoi 	  8,467 11,888 18,285 
6104.62-Womens' and girls' trousers overalls breeches shorts 

cotton, knit 	  1,715 6,090 16,882 
6110.20-Sweaters, pullovers etc, knit etc, cotton 	  3,244 7,926 16,074 
6109.10-T-shirts, singlets, tank tops etc, knit etc cotton 	  6,034 9,152 14,907 
8533.21-Fixed resistors, nesoi, par hind cap nov 20 w 	  8,058 10,171 14,713 
6112.41-Women's or girls' swimwear synthetic fibers, knit 	  8,603 13,607 12,441 
2924.21-Ureines and their derivatives; salts thereof 	  77 12,321 11,001 
8529.90-Parts excluding antennas, for transmission, radar, 

radio, television, etc., nesoi 	  25,686 8,440 10,360 
6302.21-Bed linen, printed, of cotton, not knit or crochet 	  405 4,104 9,847 
2931.00-Organo-inorganic compounds nesoi 	  210 2,869 8,868 
2008.30-Citrus fruit (including mixtures), prep etc nesoi 	  5,615 2,949 8,833 
3917.32-Tubes etc, not reinforced etc, without fittings 	  1,358 5,567 8,557 
2921.43-Toluidines (aminotoluenes) and their derivatives 	  1,939 4,030 8,421 
Total of items shown 	  140,261 234,389 327,511 

Total other 	  576,887 525,027 525,142 

Total all commodities 	  717,147 759,416 852,653 

Note.-Data before 1989 are estimated. 

Source: Compiled from official statistics of the U.S. Department of Commerce. Top 20 commodities sorted by imports for con-
sumption, customs value in 1990. 

markup tax; 15° (2) harmonized customs valuation 
methods;tst (3) Israeli government procurement 
practices; and (4) the removal of duties on U.S.-ori-
gin prefabricated housing and building supplies, 
which are on Israel's C-list 

The second round of negotiations in 1990 took 
place in Jerusalem on July 16-17. 152  Both sides 
agreed to increase bilateral dialogue on services with-
in the GATT Uruguay Round framework. Israel ex- 

193  TAMA is a Hebrew acronym meaning "additional rate of 
increase." The TAMA tax is a price markup tax Israel selective-
ly imposes on imports. The TAMA tax affects about 15 percent 
of U.S. exports to Israel, primarily iron and steel, motor vehicle 
puts, 	, resistors, and other fabricated metal parts. 
Under an October 1988 agreement, Israel was to phase out the 
use of the TAMA. In September 1990, the Knesset passed a 
law to phase out the TAMA beginning on January 1, 1991 with 
phase-out completion scheduled for January 1, 1995. For a 
more detailed discussion of U.S: Israeli discussions on the 
TAMA tax, see "U.S. Tells Israel that 'Discriminatory' Taxes 
on Imports Violate FTA," Inside US. Trade, Jan. 10, 1988, p. 
11. See also Watkins, "U.S. Refuses to Agree to Phase Out 
Tariffs," p. 2. 

151  Israel is not a member of the GATT Customs Valuation 
Code. The United States expressed its concern about the Israeli 
practice of Harama, which has led to a 2-5 percent value 
increase on goods imported by sole distributors. 

152  United States-Israel Joint Committee, Protocol on the 
U.S.-Israel Free Trade Area Agreement's Joint Committee 
Meeting in Washington on July 16-17, 1990, July 1990. 

plained its "Bridge to Europe" 153  concept, proposing 
the project be jointly studied, and expressed interest 
in receiving notification of U.S. legislation that might 
be inconsistent with the FTA. The United States ex-
pressed its continued interest in having duties re-
moved from U.S.-origin prefabricated housing and 
building materials, standards enforcement, and har-
monized customs valuation methods. Israel agreed to 
consider a U.S. proposal lowering the threshold value 
of code-covered government procurement contracts 
from $50,000 to $25,000. No'agreement was reached 
during 1990 negotiations on duty reductions for C-
list goods. 

United States-Soviet Union Grain 
Agreement 

Since the mid-1970s, United States-Soviet grain 
trade has been conducted under long-term bilateral 
accords. On June 1, 1990, the United States and the 
Soviet Union signed the third 5-year long-term grain 
agreement (LTA). Effective January 1, 1991, the So- 

153  In addition to the 1985 FTA agreement with the United 
States, Israel has an FM agreement with the 
Community (EC) that was signed in 1975. Under theto 
Europe" concept, Israel has proposed that U.S. firms export raw 
materials or semifinished goods duty-free to Israel for produc-
tion or finishing, after which the goods are to be exported 
duty-free into the EC. The goal of this program is to encourage 
greater U.S. investment in Israel- Ibid., p. 2. 
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viet Union is committed to purchase a minimum of 
10 million metric tons (mt) of U.S. grains annually, 
up from 9 million mt required under the agreement 
which expired December 31, 1990. The purchase 
must consist of at least 4 million mt of wheat and 4 
million mt of feed grains (corn, barley, or grain 
sorglium). 154  The additional 2 million mt may be 
wheat, feed grains, soybeans and/or soybean meal. In 
any one year, the Soviet Union may substitute up to 
750,000 mt of one commodity for the other, but, over 
the life of the agreement, the Soviets must purchase 
at least 20 million mt of wheat and 20 million mt of 
feed grains. Each ton of soybeans or meal purchased 
counts as double the quantity actually exported. The 
agreement also permits the Soviets to purchase as 
much as 14 million mt of wheat and feed grains an-
nually, 2 million mt more than under the old agree-
ment, without prior consultations with the U.S. De-
partment of Agriculture. Under the previous agree-
ment year that expired December 31, 1990, actual 
purchases by the Soviet Union were 3.8 million mt of 
wheat; 16.5 million mt of corn; 342 thousand mt of 
soybeans; 1.4 million mt of soy meal; and 7 thousand 
mt of barley. 155  

In response to reportedly widespread food short-
ages in the Soviet Union and to requests from the 
Soviet Government for assistance, on December 12, 
1990, President Bush announced a 6-month waiver 
for the Soviet Union of the Jackson-Vanik amend-
ment of the 1974 trade law that ties the availability of 
U.S. Government credits and other trade preferences 
to a country's emigration policies.156 (Th e temporary 

 waiver extends only to the granting of credit; it does 
not apply to MFN treatment) 

The waiver made the Soviet Union immediately 
eligible for up to $1 billion in loans provided by the 
Commodity Credit Corporation, U.S. Department of 
Agriculture, for the purchase of grains and other U.S. 
agricultural products. Immediately available were 
approximately $530 million in guarantees to U.S. ex-
porters for shipments of feed grains (barley, corn, 
sorghum, and oats); $165 million for wheat and/or 
flour, $165 million for protein meals (soybean meal, 
cottonseed meal, linseed meal, and sunflower seed 
meal); $25 million for frozen and chilled poultry 
meat, with details regarding the remaining $100 mil-
lion to be determined later. 157  

U.S. exporters of farm products had seen their 
markets in the Soviet Union drop rapidly as the eco-
nomically troubled nation faced hard-currency diffi-
culties. Without access to U.S. loan guarantees, the 
Soviet Union had either slowed its agricultural pur- 

154  U.S.an of Agriculture, Foreign Agricultural 
Service, Fact 	"US./Soviet grain trade," Aug. 14, 1990. 

155  Export Sales Reporting Office, Foreign Agricultural 
Service, U.S. Department of Agriculture. 

155  The Jackson-Vanik amendment prohibits preferential 
lower tariffs or access to US. credits to any nation that denies 
its citizens the right to emigrate. 

137 International Trade Reporter, Jan. 9, 1991, p. 38.  

chases or turned to other countries that offered credit 
guarantees. 158  

U.S. Textile Trade Agreements Program 
The Arrangement Regarding International Trade 

in Textiles, known as the Multifiber Arrangement 
(MFA), has governed world trade in textiles and ap-
parel since 1974. Created under the aegis of the 
GATT through a waiver of normal GATT rules, the 
MFA allows signatories to place quantitative limits, 
or quotas, on imports of most textiles and appare1. 159 

 Quotas can be established through the negotiation of 
bilateral agreements or, in the absence of mutually 
agreeable limits, imposed unilaterally by the import-
ing country for up to 2 years, provided that the limits 
are not below actual import levels during any 12 of 
the previous 14 months. The quotas are placed most-
ly on shipments from newly industrializing econo-
mies (NIEs) and developing countries. The quotas 
are a derogation from the GATT nondiscrimination 
principle, which prescribes no-less-favorable treat-
ment be accorded to all member countries. 

The MFA has been extended 3 times, most re-
cently in August 1986, and is currently scheduled to 
expire on July 31, 1991. The future of the MFA is 
included as a subject of negotiation in the Uruguay 
Round, with a goal of returning textile and apparel 
trade to normal GATT rules. Despite the lack of 
progress in resuming Uruguay Round talks, no deci-
sion has been made in the GATT either to extend 
or renegotiate the MFA as of April 15, 1991. 

U.S. imports of MFA-covered products, which 
had grown at an average annual rate of 11 percent by 
volume during 1980-89, showed little growth in 
1990. They rose by less than 1 percent over the 1989 
level to 12A billion square meter equivalents 
(SMEs), valued at $33 billion. Eighty percent of this 
value consisted of apparel imports, which remained 
unchanged at 6.1 billion SMEs, valued at $26 billion. 
However, imports' share of the U.S. apparel market 
probably rose, because U.S. consumer purchases of 

15. Following President Bush's decision to grant the Soviet 
Union credit guarantees to purchase U.S. agricultural products, 
the Soviet Union made the largest one-time purchase of U.S. 
grain in history. According to a USDA report, in January 1991, 
the Soviet Union acquired over 3.7 million tons of grain costing 
between $340 million and $380 million. Foreign Broadcast and 
Information Service, (FBIS), Daily Report: Soviet Union, Jan. 
23, 1991, p. 6. 

155  The MFA covers products of cotton, wool, manmade 
fibers, and, since August 1986, silk blends, linen, and ramie. It 
replaced GATT programs developed in the 1960s that controlled 
trade in cotton goods. 

16D In February 1991, some GATT members reportedly 
considered seeking to extend, without renegotiating, the MFA 
through February 1993—* projected date when an Uruguay 
Round textile pact might come into effect. Mary Foley, "U.S. 
May Seek Extension of Accord on Textiles to '93," Journal of 
Commerce, Feb. 12, 1991. 
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apparel reportedly fell during 1990. 161  Textile im-
ports increased by only 1 percent, to 6.2 billion 
SMEs, valued at $6 billion. 

The United States has bilateral agreements or 
quotas in place with more than 40 countries, as 
shown in table 10. 162  The agreements with China and 
the so-called Big Three (Korea, Taiwan, and Hong 
Kong) are the most comprehensive. In 1990, quotas 
on products from China totaled 1.6 billion (SMEs); 
Taiwan, 1.3 billion SMEs; and Hong Kong and Ko-
rea, 1.1 billion SMEs each. Annual quota growth is 
limited to roughly 3sacent for China and 1 percent 
for the Big Three. 163  The limited quota growth fac-
ing the Big Three since 1986 caused production 
costs to rise and, for Korea and Taiwan, currencies to 
appreciate, forcing them to trade up to higher valued 
goods and shift production of basic goods to lower 
cost nations. As a result, the Big Three's relative 
importance has waned over the years, with their share 
of total U.S. textile and apparel import volume falling 
from 37 percent in 1985 to 26 percent in 1990. The 
major beneficiaries of this trade shift have been Chi-
na, now the largest supplier with 14 percent of total 
import volume, and the smaller low-cost suppliers 
such as the Caribbean Basin countries and Asian 
countries other than the Big Three, such as Malaysia, 
Indonesia, Bangladesh, and Sri Lanka, as shown in 
Figure 3. 

Several textile agreements were extended and 
new agreements negotiated during 1990. Agreements 
with Fiji—a new supplier—and the United Arab 
Emirates were negotiated during 1990, but have yet 
to be finalized as of February 1991. The agreement 
negotiated with Argentina in 1989 was formally ap-
proved in 1990; it currently provides for a limit on 
only one category (women's and girls' wool trou-
sers). The agreement with Nepal was amended dur-
ing 1990, and the pact with Turkey was renegotiated. 
The agreements with Mauritius, Singapore, Trinidad 
and Tobago, Yugoslavia, and the Northern Mariana 
Islands were extended. The agreement with Mexico, 
which became effective in 1988 and had increased 
Mexican access to the U.S. apparel market, was liber-
alized further in 1990. Unilateral restraints continue 
to be set on imports from Thailand in selected prod-
uct categories. No new agreement has been reached 
with Thailand to replace the ones that expired in 
1988. The United States also imposed a unilateral 
restraint on imports of cotton prinicloth fabric from 
Nigeria and held consultations to discuss bilateral 

161  U.S. constnner purchases of apparel reportedly fell by 5 
percent during January-November 1990. See "Imports Continue 
at High Level While U.S. Shipments Drop," Inside Textiles, 
Point Publishing Co., Inc., Point Pleasant, NJ, 
Jan. 21, 1991, p. 6. 

162  US. authority to enter into agreements or establish 
quotas with MFA and non-MFA signatories is provided under 
sec. 204 of the Agricultural Act of 1956. 

163  The protocol extending the MFA in 1986 permits 
importing countries to limit annual quota growth for major 
suppliers to rates Iowa than the MFA minimum growth-
1 percent for wool goods and 6 percent for other restricted 
goods. 

trade issues including a possible agreement during 
1990. 164  

Trade Developments in Selected Service 
Industries 

Architectural, Engineering, and 
Construction Services 

Trade 

The recent building glut in the United States, 
coupled with a recessionary economy, has had nega-
tive affects on the architectural, engineering, and con-
struction services (AEC) sector in the United States. 
Increased activity in 1990 in the public works sector 
was offset by large decreases in private construction, 
in both the housing and commercial sectors. Such 
conditions in the domestic market are prompting U.S. 
architects, engineers, and contractors to actively seek 
to export their services at competitive prices. How-
ever, U.S. firms continued to face strong competition 
in 1990 in the international AEC market; the compe-
tition in this market is expected to intensify in 1991. 

Exports of AEC services in 1990 were estimated 
at $52 billion compared with $43 billion in 1989. 
The estimated value of new contracts won by U.S. 
contractors overseas increased by 20 percent from 
$39.3 billion in 1989 to $47.3 billion in 1990. 165  For-
eign billings by U.S. design firms increased from 
$3.4 billion in 1989 to $4.2 billion in 1990, or by 24 
percent. 166  In addition, the value of international con-
tracts won by U.S. firms has been increasing in recent 
years. 

U.S. firms encounter significant obstacles when 
vying for overseas projects. Among these are lan-
guage barriers, metric measurements, and foreign 
companies that receive financial assistance from their 
governments. Moreover, industry officials indicate 
that U.S. liability costs have placed U.S. AEC firms 
at a disadvantage, giving foreign competitors the 
edge both globally and in the U.S. market. 

On the import side, foreign-owned construction 
firms won approximately $19 billion in U.S. con-
struction contracts in 1990, an increase over 1989 
contracts of approximately 20 percent. 167  Germany, 
the United Kingdom, Japan, and France accounted 
for most of this penetration, accomplished largely 
through the purchase of U.S. firms. 

16.  Data in the preceding paragraph based on US1TC staf f 
 interviews with analysts from U.S. Department of Commerce 

and U.S. Department of State. 
165 "The Top 400 Contractors," Engineering News Record, 

MaY6621The99Tcp,  PP511-asign Finns," Engineering News Record, 
April 8, 1991, pp. 33-66. 

167  USITC staff estimates based on data contained in 
"Construction," U.S.ent of Commerce, 1990 US. 
Industrial Outlook, pp E.'elalmtno 5-15, and Ibid., 1991 U.S. 
Industrial Outlook, pp. 5-1 to 5-16. 
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Table 10 
Countries with U.S. textile and apparel agreements or quotas: U.S. general Imports of textiles and apparel subject to 
the MFA, 1990, and expiration dates of agreements or quotas, as of April 15, 1991 

Country Imports 
Expiration 
date 

(1,000 dollars) 

Argentina' 	  47,366 03/31/92 
Bangladesh' 	  438,305 01/31/93 
Brazil'' 	  224,328 03/31/92 
Burma2 	  9,229 12/31/90 
China° 	  3,526,287 12/31/91 
Colombia'2 	  184,715 03/31/90 
Costa Rica' 	  338,324 05/31/92 
Czechoslovakia' 	  9,971 05/31/92 
Dominican Republic' 	  723,259 05/31/92 
Egypt'' 	  92,235 12/31/91 
El Salvador' 	  70,274 12/31/92 
Fiji 	  13,498 12/31/92 
Guam3 	  (4) 07/31/91 
Guatemala' 	  205,653 12/31/92 
Haiti 	  167,081 12/31/93 
Hong Kong° 	  3,797,961 12/31/91 
Hungary* 	  51,382 12/31/91 
Inc'il 	  792,569 12/31/91 
Indonesia° 	  695,672 06/30/92 
Jamaica' 	  238,375 12/31/92 
Korea° 	  2,717,597 12/31/91 
Macao*I 	  421,058 12/31/91 
Malaysia° 	  514,226 12/31/91 
Mauntiusl 	  123,430 09/30/92 
Mexico° 	  678,422 12/31/91 
Nepal 	  47,444 12/31/93 
Nigeria 	  5,568 12/31/92 
Northern Mariana Islands3 	  (4) 10/31/91 
Pakistan° 	  427,600 12/31/91 
Panama2 	  62,955 03/31/90 
Peru° 	  77,886 12/31/91 
Philippines° 	  1,096,276 12/31/91 
Polancrl 	  66,980 12/31/92 
Singapore° 	  629,625 12/31/95 
Soviet Union 	  8,785 12/31/92 
Sri Lanka' 	  437,129 06/30/92 
Taiwan' 	  2,978,041 12/31/95 
Thailand' 	  593,897 (5) _ 
Trinidad and Tobago 	  1,413 12/31/91 
Turkey° 	  351,014 12/31/93 
United Arab Emirates 	  92,270 12/31/93 
Uruguay' 	  53,974 06/30/91 
Yugoslavia' 	  80,852 12/31/92 

'Signatory to the MFA Protocol that went into effect on 8/01/86. 
The agreement with this country includes group, or aggregate, limits. 

2  The agreement with this country has not been renewed, as of 04/15/91. 
3  The agreements with Guam, a U.S. territory, and the Northern Mariana Islands, a U.S. commonwealth, are •quota excep-

tions' for sweaters classified as products of foreign countries, but assembled in these insular areas. In general, quota-free entry 
is allowed for a specified number of sweaters provided that at least 40 percent of the assembly workers were citizens or nation-
als of certain areas or the United States. Imports in excess of thespecified amounts are charged to quotas established for the 
country of origin, usually the country where the sweater parts were knitted. 

4  Not applicable. 
5  No new agreement has been signed with Thailand, as of 04/15/91, to replace the three that expired on 12/31/88. Since the 

expiration, certain imports from Thailand have been subject to unilateral restraints. 

Source: Office of the United States Trade Representative, Office of the Chief Textile Negotiator; U.S. Department of State, Bu-
reau of Economic and Business Affairs, Textiles Division; and U.S. Department of Commerce, International Agreements Division, 
Office of Textiles and Apparel. 
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Figure 3 

U.S. Imports of textiles and apparel by major suppliers, 1985 and 1990 

1985 
	

1990 

'Asia consists of the following countries and groups of countries: ASEAN countries (Thailand, Malaysia Singapore, Brunei, 
Indonesia, and the Philippines), Bangladesh, Indira, Japan, Pakistan, Sri Lanka, Macau, United Arab Emirates, Oman, Bah-
rain, Qatar, Maldives, and Nepal. 

Trade-related Activities in 1990 
Recent political and economic changes around 

the world have been creating new opportunities for 
the U.S. AEC industry. This trend is likely to contin-
ue in the coming years. U.S. AEC firms are readying 
themselves for the new global environment, the im-
pending EC economic integration, free market devel-
opments in Eastern Europe and the Soviet Union, 
growth in the Pacific Rim region, and increased 
cooperation in the North American market, by sharp-
ening their competitiveness and pursuing joint ven-
ture opportunities. The largest opportunities in for-
eign markets for U.S. firms include the infrastructure, 
housing/office, and environmental sectors. 

European Communay.—The top 500 U.S. design 
firms reported an increase of $1.6 billion in European 
billings in 1990 over 1989 levees, making Europe the 
most important region for the firms for a third con-
secutive year. U.S. AEC firms are preparing for EC 
92 by setting up branch offices in Europe and enter-
ing into joint ventures with EC firms. Mergers and 
acquisitions between U.S. and European firms are 
also growing in number. Perhaps the most important 
development in the EC in 1990 for U.S. AEC firms 
occurred in October 1990, when the EC Council of 

Ministers granted final approval to procurement rules 
that will open bidding on governinent contracts to 
non-EC firms in the water, energy, transportation, 
and telecommunications sectors. These sectors ac-
count for about half of the EC's total public procure-
ment market This EC directive will go into effect 
January 1, 1993, for all EC members except Spain, 
Portugal, and Greece. Spain has until 1996 to com-
ply with the tenets of the directive; Portugal and 
Greece have until 1997. U.S. firms remain concerned 
about provisions in the directive requiring bids to 
have at least 50 percent EC content and granting a 3 
percent bid preference to EC-based firms. /mother 
important development for AEC firms in the Euro-
pean market in 1990 was the partial and continuing 
privatization of the United Kingdom's electrical pow-
er market U.S. firms have moved decisively to be-
come the largest foreign participants in this market. 

The EC housing market has become increasingly 
important, as demand continues to exceed supply. 
Environmental engineering is likely to become a lu-
crative area as European governments consider envi-
ronmental mandates similar to legislation recently 
passed in the United States. In addition, the EC is 
planning a 5-year, $120 billion infrastructure pro- 
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gram, which should provide important opportunities 
for U.S. engineers.'" 

Asia./69—Increased AEC activity was noted in 
Korea, Thailand, and Taiwan. Industry sources are 
also optimistic about Malaysia, Indonesia, and Hong 
Kong. Total construction output in Hong Kong rose 
21 percent in the first half of 1990, as compared to 
the same period 1989. As part of Hong Kong's ambi-
tious infrastructure program, a consulting contract to 
manage a $16 billion airport and mass-transit system 
was awarded to a U.S. rum in April 1990; a contract 
also was awarded to a joint venture involving a U.S. 
firm to design and build a comprehensive chemical 
waste treatment facility. Singapore's construction 
sector has grown approximately by 17 percent in 
1990 over 1989, a sizable increase when compared 
with its 1 percent growth in 1989. 17° 

Korea's construction market is difficult for U.S. 
firms to enter without establishing a joint venture 
with a Korean firm. 171  Korean firms are fiercely 
competitive in terms of cost, quality, and efficiency, 
tending to push U.S. firms out of the basic infrastruc-
ture market. Thus, U.S. participation in the more 
than $5 billion worth of Korean infrastructure work 
announced at the beginning of 1991 will depend on 
the technical requirements of the plans, as U.S. firms 
traditionally have been competitive only in high-
technology projects in Korea. In 1990, however, a 
major U.S. firm won a contract to design an airport 
near Seoul. The airport is expected to be among the 
world's 10 largest. Industry sources predict that the 
scope of this project is immense and that the project 
exemplifies Asia's role as the world's fastest &rowing 
market for international construction firms.' rh 

Significant activity was noted in the Thai con-
struction market in 1990. A U.S. firm, as part of a 
US.-Japanese-Thai consortium, won a bid to devel-
op a plan for a land bridge across the Isthmus of ICra, 
linking the Indian Ocean and the Gulf of Thailand 

North America.—The announcement, in 1990, of 
possible negotiations for a free-trade agreement be-
tween the United States and Mexico has led some 
officials in the engineering industry to believe that 
such trade liberalization could produce enormous op-
portunities for engineers in infrastructure, energy, en-
vironmental clean-up, and telecommunications. 
However, while opportunities currently abound in the 
airport, port, and highway construction fields, the 

166  International Construction Newsletter, Associated 
General Contractors of America, October 1990; Engineering 
News Record, Aug. 2, 1990; "Construction," U.S.Deputment 
of Commerce, 1991 U.S. Industrial Outlook, pp. 5-1 to 5-16. 

169  For a discussion of AEC activity in Japan, see the 
discussion of Japan in ch. 4. 

170  Journal of Commerce, December 18, 1990: Engineering 
News Record, August 2, 1990; CenStructis, MDIS-McGraw Hill 
Joint publication, December 1990. 

"U.S. Builders Hope Korean Projects Favor High-Tech," 
Journal of Commerce, Jan. 9, 1991. 

172 ibid.  
173  World Bank Watch, Sep. 4, 1990, p. 7.  

overall effect of an FTA on U.S.-Mexican trade in 
AEC services is likely to be negligible. 174  AEC ser-
vices currently play a minimal role in U.S.-Mexican 
trade. This is largely due to Mexican regulations re-
stricting foreign participation in construction projects 
to a minority role in joint ventures, and to U.S. immi-
gration laws that restrict the cross-border movement 
of unskilled labor. Under an FTA, U.S. AEC firms 
would continue to benefit from their competitive ad-
vantage in projects requiring advanced design tech-
niques and highly skilled construction management 
teams. 175  

In 1990, U.S. and Canadian industry officials fo-
cused on the details for a system to recognize licens-
ing credentials and develop a reciprocal registration 
arrangement for Canadian and U.S. architects and en-
gineers. While the U.S.-Canada Free-Trade Agree-
ment was expected to stimulate economic growth and 
foster new industry opportunities in North America, 
Canadian officials report that Canada's economic 
prospects are the bleakest among the major indus-
trialized nations. Canada spent most of 1990 mired 
in a recession that is expected to last through 1991. 
Construction starts in Canada were down 17 percent 
in 1990; this downward trend is expected to contin-
ue. 176  

Middle East.—Increased emigration from the So-
viet Union to Israel exacerbated the housing shortage 
there in 1990. Israeli leaders indicated that they 
would welcome assistance from the U.S. housing in-
dustry, and industry sources have forecast that U.S. 
contractors will participate substantially in the con-
struction of housing units in Israel over the next 5 
years. By the end of 1990, some dozen U.S. compan-
ies had begun joint housing ventures with Israeli con-
tractors. 

In 1989, U.S. design engineers earned 54 percent 
of design contracts awarded to foreign firms in the 
Middle East, while U.S. contractors captured 43 per-
cent of the international construction market in this 
region. The war in the Persian Gulf, while expected 
to have serious global repercussions for AEC trade in 
1990 and 1991, did not hamper U.S. design firms' 
earnings in the Middle East in 1990. U.S. design 
firms' billings increased by 52 percent, from $460 
million in 1989 to $697 million in 1990. Billings for 
1991 will undoubtedly increase even more signifi-
cantly due to reconstruction efforts. 177  

Despite gloomy prospects for the Middle East, in 
1990, U.S. companies began to speculate on opportu-
nities for eventual reconstruction work in the Persian 
Gulf region, specifically in Saudi Arabia and Kuwait. 

174  See USITC, The Likely Impact on the United States of a 
Free Trade Agreement with Mexico, USITC publication 2353, 
Feb. 1991. 

175 ibid.  
176  Journal of Commerce, Feb. 15, 1991; Constructis, 

MDIS-McGraw Hill Joint publication, December 1990. 
177  Engineering News Record, April 8, 1991. 
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The reconstruction of Kuwait was expected to run as 
high as $100 billion. On January 14, 1991, the U.S. 
Government and the Kuwaiti Government-in-exile 
signed an agreement for reconstruction in Kuwait 
upon its liberation from Iraqi occupation. By the end 
of February 1991, 171 contracts had been awarded; 
70 percent of these went to U.S. firms. The Kuwaiti 
Government refused to deal with construction firms 
from countries that did not participate in Operation 
Desert Storm, effectively blocking German and Japa-
nese firms from participating in the country's recon-
struction. However, industry sources expect that Ja-
pan will likely be extremely active in the rebuilding 
of Iraq. While a good deal of work in the region had 
been halted due to the Persian Gulf War, some proj-
ects continued. For example, a U.S.-Saudi joint ven-
ture, in February 1991, won and commenced work on 
contract to build three airports in the southern region 
of Saudi Arabia's Empty Quarter. 178  

Eastern Europe and Soviet Union.—Increased 
private sector involvement in the Soviet Union and 
Eastern Europe will provide opportunities for U.S. 
participation in the development of infrastructure, 
housing, and environmental management systems. 
As the Soviet President decreed in 1990 that, by the 
year 2000, every family in the Soviet Union will have 
its own house or apartment, housing construction op-
portunities are expected in the coining decade. So-
viet housing proposals include the construction of 30 
million new apartments and houses over a 9-year pe-
riod. The United States was able to forge inroads 
into the Soviet construction sector in 1990 and en-
tered into several contracts through various joint ven-
tures. Additionally, Soviet engineers contracted for 
training in Western marketing techniques, project 
scheduling, construction methods, and human re-
sources management in 1990. 179  

Recent changes in Eastern Europe offer increas-
ingly attractive opportunities in AEC services. Years 
of neglect in the housing, infrastructure, and environ-
mental sectors, along with the need for business faci-
lities for the recent, continuing influx of private sec-
tor business into the region, have created important 
opportunities for new construction. Forging relation-
ships with local businesses is vital to U.S. success in 
entering the East European construction market. 18° 
A group of U.S. builders traveled to Eastern Europe 
in October 1990 to explore opportunities in the area's 
expanding housing market, and U.S. firms partici-
pated in environmental projects in Hungary, Czecho-
slovakia, and Poland. There are serious constraints, 

17$  Engineering News Record, Jan. 28, 1991; Joins& of 
Commerce, Feb. 5, 1991; Journal of Commerce, Feb. 6, 1991; 
Washington Post, Feb. 22, 1991. 

179  ASCE News, American Society of Civil Engineers, 
December 1990; Journal of Commerce, Sep, 6, 1990; Engineer. 
ing News Record, July 26, 1990 and Nov. 26, 1990; Construc-
tis, MDIS-McGraw Hill Joint publication, December 1990. 

tin Nation's Building News, Aug. 15, 1990, p. 8.  

however, for U.S. AEC firms wishing to participate 
in this market. Perhaps the most obvious constraint 
is the continuous shortage of foreign exchange. This 
funding problem is exemplified by the approximately 
25 percent decline in construction activity in Poland 
in 1990 compared with 1989. However, financial aid 
to pay for environmental projects came from the 
United States Congress, the Agency for International 
Development, the European Community, the Organi-
zation for Economic Cooperation and Development, 
the World Bank, and the U.S. Overseas Private In-
vestment Corporation. Additionally, the European 
Bank for Reconstruction and Development an-
nounced it would provide loans for private sector-re-
lated development and for environmental and infra-
structure projects to Central and Eastern European 
countries. 81 

Financial Services 

Trade 
International financial services by US.-based 

firms generally are provided through local branches 
or subsidiaries established in individual country mar-
kets. In general, the U.S. Government as well as pri-
vate sources do not maintain comprehensive data-
bases on revenues of domestic and international fi-
nancial services. However, the Bureau of Economic 
Analysis (BEA) estimates that fees and commissions 
from U.S. banks and brokerage firms generated from 
sources outside the United States were $3.57 billion 
in the first three quarters of 1990, or about 6 percent 
less than the $3.77 billion earned during the first 3 
quarters of 1989. 182  

The foreign direct investment position of U.S. 
banks in countries outside the United States at yea-
rend 1989 was estimated at $19.9 billion, up slightly 
from $19.1 billion in 1988. The foreign direct invest-
ment position for U.S. finance and insurance firms at 
yearend 1989 in countries outside the United States 
was $77.1 billion, an increase of more than 27 per-
cent over the 1988-number of $60.5 billion. 183  

In terms of assets, Japan continued to dominate 
the global banking market in 1990. Of the ten largest 
banks ranked in terms of assets at the end of 1989, 
seven were Japanese, two were French-based and 

181  Consulting Engineer, fall 1990; Nation's Building News, 
National Association of Home Builders, Aug. 13, 1990; 
Engineering News Record, Jan. 7, 1991; Construct is, MDIS-
McGraw Hill Joint publication, December 1990; Civil Engineer-
htg, September 1990; Journal of Commerce, Jan. 23, 1991; 

Europ
here, KPMG Peat Marwidc, January-February 1991. 
Based on BEA data. 

in Periodically, the Survey of Current Business, a publica-
tion of the BEA, provides statistics on the U.S. international 
investment position, measuring the stodc of U.S. assets abroad 
and of foreign assets in the United States. The BEA indicates 
that as measurement is not entirely accurate as it is based on 
infounation subject to being outdated, incomplete or based on 
misreported data on international balance of payment flows. 
Nevertheless, the data provide an indication of the magnitude of 
U.S. assets abroad. 
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only one U.S. bank, Citicorp, was included. 184  The 
Japanese banks, according to this ranking, held al-
most 77 percent of the ten banks' total assets. 185  

Major legislative reforms are affecting financial 
institutions and systems throughout the world. At the 
same time, the industry is adjusting to intensified 
global competition and structural reforms. Those 
major industrialized countries or regions that are in 
the process of implementing or proposing major 
changes in their financial regulations include the 
United States, Japan, Mexico, and the European 
Community. 

Trade-related activities in 1990 

The global financial industry in general is under-
going a period of consolidation and retrenchment in 
an environment of intense competition.'" U.S. banks 
have been perhaps the most visible in their retreat 
from foreign markets. In recent years the banks have 
been plagued by such problems as loan defaults by 
developing countries, increased ratesof default, com-
mercial real estate loans; the need for increased capi-
tal levels to meet the international standards set ac-
cording to the Basle Accord; 187  and intensified com-
petition from foreign banks as well as nonbank finan-
cial institutions. By the end of 1988, the 132 largest 
U.S. banks monitored by the Federal Reserve had 849 
branches in foreign countries, down from 163 banks 
that maintained 917 branches in 1984. 188  This reduc-
tion in foreign activities for U.S. banks led to a de-
cline in foreign assets of U.S. banks of almost 20 per-
cent between 1981 and 1988, $343 billion versus 
$275 billion, respectively.'" Industry executives an-
ticipate that the consolidation trend among U.S. 
banks will continue over the next several years as 
even the major money center banks merge to retain 
competitiveness. 190  

European Community.—During 1990, U.S. finan-
cial firms continued to focus on the European Com-
munity (EC) integration plan of 1992 even though 
most of the banking directives have been implem-
ented. 

194 "Happy Days Aren't Here Again," Business Week, July 2, 
1990 n. 110. 

ist 
196  For a discussion of Japan's financial industry, see the 

discussion of Japan in ch. 4. 
I" All banks front the major industrialized countries will be 

required to meet minimum capital standards as set by the Basle 
Committee by the end of 1992. For example, U.S. banks .  will 
be required to fulfill three basic capital ratios: tier 1 mat 
composed mainly of common equity and preferred stock, equal 
to at least 4 percent of their risk-based assets; tier 1 capital 
must equal at least 3 percent of their =weighted total assets; 
and total capital must equal at least 8 percent of risk-adjusted 
usets. 

199  "U.S. Banks Cut Global Business as Rivals Grow," New 
York Times, July 5, 1990, p. 1. 

199  Ibid. 
1" "Strategist Who ICnows the Market," Financial Timer, 

Dec. 3, 1990, p. 27. 

Despite the progress in implementing the banking 
directives, industry representatives indicate concern 
that the Investment Services Directive 
(COM(89)629), central to the implementation of the 
overall EC92 financial liberalization plan, will not be 
completed by the proposed deadline 191  As of mid-
February 1991, negotiations on the draft Directive 
were stalled. 1Y4  The Directive was intended to com-
plement the core Second Banking Directive and 
would introduce a single license for nonbank invest-
ment firms and their subsidiaries, including those 
from third countries. 193 194  However, branches of 
third country investment firms will not be authorized 
to offer services throughout the EC. 195  

If the investment services directive is not final-
ized, the main companion directive that addresses 
capital adequacy of investment firms as well will 
likely not be completed. The controversy over the 
capital adequacy directive continues to be that it sets 
a lower level of capital requirements for foreign and 
domestic investment firms than for banks. 197  

Heightened competition in the EC is tempering 
some of the growth projections that international 
bankers anticipated at the outset of the EC92 integra-
tion and financial liberalization plan.'" Industry ana-
lysts indicate that the banking industry in the EC will 
shrink as 1992 approaches given that Europe has half 
the deposits per capita of the United States but 20 
percent more branches. 1" For example, Citicorp, the 
largest U.S.-based bank, is in the process of scaling 
back in the EC despite being considered the only 

191  See The Effects of Greater Economic Integration Within 
the European Coninumity of the United States, USITC publica-
tion 2204, July 1989, pp. 5-18; 1992/The Effects of Greater 
Economic Integration within the European Community on the 
United States: First Follow-up Report, USITC publication 2268, 
March 1990, pp. 5-10. 

192 "N-nd id: Mote Matter, Less Art," The Economist, Dec. 
8, 1990, p. 86. 

193  As of mid-1991, the Directive was not finalized. The 
Nov. 23, 1990, 	report required by article 8b indicates 
that the Colman work programme for 1991 has scheduled the 
Investment Services Directive to be finally adopted by June 
1991. 

1" "Completing the Internal Market: An Area without 
Internal Frontiers, " Progress Report Required by Article 8b of 
the Treaty, Commission of the European Communities, 
(COM(90)552 Final), Brussels, 23 November 1990, Annex, p. 

24.1" "Report of the Technical Working Group on EC Finan-
cial Issues to the EPC Policy Group on European Monetary 
Reform and Financial Liberalization," Department of the 
Treasury, October 1990, pp. 13-3. 

195  "CapitalAdequacy of Investment Firms and Credit 
Institutions," (COM(90)141). 

197  Based on conversations with industry executives, 
government officials and trade association representatives in the 
United States and European Community during 1989, 1990, and 
1991. 

199  The Effects of Greater Economic Integration Within the 
European Community on the United States, Report to the 
Committee on Ways and Means of the United States House of 
Representatives and the Committee an Finance of the United 
States Senate on investigation No. 332-267 under section 332 of 
the Tariff Act of 1930, .USITC publication 2204, July 1989, 

199  "U.K. Guidelines Aid Banks To Spot Money Laundering 
Transactions," Financial Times, Dec. 11, 1990, p. 1. 
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truly global bank in the world and having over 700 
offices in 11 European countries. 200  

Mexico.—Mexico is in the process of imple-
menting legislation that would significantly change 
its present banking system. In August 1990, Mexi-
co's Finance Minister announced that a special dive-
stiture committee had been set up to oversee the sale 
of most of Mexico's 18 commercial banks that had 
been under majority ownership by the Mexican Gov-
ernment since 1982.201  

Mexican banks were nationalized in 1982 2°2 
 when a combination of fiscal and foreign debt prob-

lems prompted the Government of Mexico to take 
control of them. Other U.S. and foreign banks that 
continued to operate in Mexico after the nationaliza-
tion or that entered Mexico after 1982 were permitted 
to maintain only representational offices. This sys-
tem effectively prohibits foreign banks from estab-
lishing commercial bank operations in Mexico and 
from competitively providing a full range of financial 
services and products directly to Mexican individuals 
and entities. U.S. banks, particularly those along the 
border with Mexico, have indicated an interest in ex-
panding their operations into Mexico as a result of 
the proposed free trade agreement. 

The Mexican Government plans to sell its 66 per-
cent stake in each of the banks by using public auc-
tions and offering share packages through the stock 
exchange? Mexican investors will continue to hold 
the controlling interest; direct or indirect foreign par-
ticipation will be limited to a 5-percent ownership 
level for all foreign investors? The Mexican Gov-
ernment's divestiture of the banks and change in 
ownership laws are considered to be a significant step 
toward liberalizing its banking system. 

"Firedi Now, Europe is Singing the White-Collar Blues," 
Burial= Week, Nov. 26, 1990, p. 71. 

2°1  Of the 18 commercial banks, 3 of them, Banamex, 
Bancomer, and Serfln, account for 80 percent of Mexico's 
commercial banks' total assets. 

2°2  At that time, only one U.S. bank, Citibank, was grand-
fathered under Mexican law and allowed to operate in Mexico 
as a privately owned, foreign commercial bank. Due to its long 
presence in Mexico, Citibank was allowed to continue operating 
m Mexico, but nevertheless has been limited to its existing 
network of five brands offices and has been restricted in 
introducing new financial products and services since 1982 as 
compared.  with the nationalized Mexican banks. Citibank is the 
only foreign bank with a govermnent charter that allows it to 
ace branch deposits. 

ms In 1987 the Mexican Government allowed Mexican 
investors to purchase up to 34 percent of the shares in commer-
cial banks. 

tot Foreign investment of "C"capital participation certifi-
cates that am without ownership 'rights will be permitted up to 
34 percent; foreign direct or indirect ownership through "B" 
certificates will be permitted up to 5 percent. Series "A" shares 
of a financial holding company represent 51 percent, which 
may be acquired only by Mexican individuals. "Banks Come 
Full Circle," Business Mexico, September 1990, p. 34. 

Maritime Transportation Services 
Trade 

Maritime transportation services are classified in 
U.S. international transactions accounts under "other 
transportation." In 1989, the trade deficit in maritime 
transportation services declined to $1.0 billion, from 
$1.5 billion in 1988.205  The decline in the trade defi-
cit can, in part, be attributed to an increase in imports 
carried by U.S.-flag ships. Preliminary data indicate 
that, in 1989, the U.S.-flag deep sea foreign trade 
fleet carried 36 million long tons of cargo valued at 
$69.7 billion. This represents an increase of 16 per-
cent in tonnage and an increase of 21 percent in value 
over 1988 data. 2°6  

U.S. exports of maritime transportation services, 
consisting of ocean freight, port expenditures, and 
charter hire totaled $11.6 billion in 1989, a 5 percent 
increase over the $11.1 billion recorded for 1988. 
Port expenditures accounted for 65 percent of exports 
in 1989. Total U.S. imports of ocean freight, port 
expenditures, and charter hire remained steady at 
$12.6 billion in 1988 and 1989. Ocean-freight pay-
ments constituted 75 percent of imports of maritime 
transportation services in 1989. Exports of maritime 
transportation services as a proportion of total U.S. 
international transportation exports decreased from 
40 percent in 1988 to 38 percent in 1989; for imports, 
the share rose from 45 percent in 1988 to 47 percent 
in 1989? 

There has been intense global competition among 
trade liner fleets in recent years, forcing both confer-
ence and nonconference carriers to fight to preserve 
their market shares.20  Despite an increasing volume 
of trade, excess capacity continues to exist on the 
U.S.-foreign trade liner routes, further depressing 
freight rates. Likewise, freight rates have remained 
below brealceven levels for U.S.-flag foreign trade 
liquid and dry bulk carriers in spite of reduced ship-
ping capacity and increased worldwide demand for 
bulk shipping services? The volatile oil market 
during the Persian Gulf war also complicated freight 
rates 210  As a means of dealing with the highly com-
petitive transatlantic trades, and in light of the forth-
coming European Community integration, U.S. ocean 
carriers are expanding their presence in Europe. 
They are establishing service arrangements to 

265  Trade data for 1990 were not available at the time this 
report was published Data are from US. Industrial Outlook 
1991 U.S. e. partment of Commerce. 

gm US. Department of Commerce, US. Industrial Outlook 
1991_,_ch. 42. 

-sui US. Department of Commerce, Bureau of Economic 
Analysis, 

Sirvey 
 of 

h?idrfrieent B  lineriticiars4u: 9 Conferences  
1989. 

 freight 	These 
rates apply to all flag carriers in the conference. 

2s9  U.S. Department of Commerce, US. Industrial Outlook 
1990, ch. 42. 

21° Federal Maritime Commission. Annual Report for 
1990, pp. 13-14. 
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share space, and thereby increase their frequency of 
service without adding to capacity or significant new 
capital investment. 211  

Trade-related activities in 1990 

The U.S. maritime industry continues to be ad-
versely affected by restrictive measures employed by 
foreign governments limiting the industry's foreign-
service operations. These measures include mini-
mum rate structures, market access restrictions, cargo 
preference schemes, restrictions on the use of certain 
equipment, and discriminatory port fees. In 1989, in 
an effort to combat such restrictive measures, the 
Federal Maritime Commission (FMC) adopted a Fi-
nal Rule in order to incorporate the Foreign Shipping 
Practices Act of 1988 into its regulations. The act, 
contained in the Omnibus Trade and Competitiveness 
Act of 1988, directs the FMC to address adverse for-
eign conditions affecting United States carriers in 
US.-foreign oceanborne trade that do not exist for 
foreign carriers in the United States. The 1988 Act 
prescribes an investigatory-type proceeding, an in-
formation-gathering mechanism, and actions, or 
sanctions that the FMC is directed to take to offset 
such adverse conditions.212  

As of December 1990, four countries were under 
FMC investigation for unfair trade practices: Japan, 
Korea, the People's Republic of China, and Taiwan. 
The FMC is investigating the People's Republic of 
China for restrictions on U.S. carrier branch office 
activities, nonrecognition of US.-flag carrier tariffs, 
restrictions on port service and inland operations, and 
excessive or discriminator),  charges for various Chi-
nese-controlled services. 213  The FMC is also inves-
tigating the lack of continued progress toward easing 
Taiwan's restrictions on U.S. carrier operations of 
off-dock container terminals, truck licensing, chassis 
registration, repositioning and use of containers, and 
shipping agency operations. 214  In addition, Korea is 
being investigated concerning its restrictions on 
U.S.-flag carrier terminal and transportation services 
within that country. Japan is being investigated re-
garding a fee charged to U.S.-flag and other carriers 
serving ports in Japan. According to the FMC, the 
fee "is allegedly not related to maritime services pro-
vided to carriers at Japanese ports, but is used to fi-
nance other projects." z15  If the FMC determines that 
action is necessary against any of these countries, it 
may impose tariff or agreement suspension, 

211 ibid.  
212  Federal Maritime Commission, Regulations to adjust or 

meet conditions unfavorable to slipping us the foreign trade of 
the United States, Wdtet No. 88-24, Mar. 16, 1989. 

213  Federal Maritime Commission, Annual Report for 1990, 
p. 19. 

214 Ibid.  
215  Federal Maritime Commission, Order pursuant to the 

1988 Foreign Shipping Practices Act and the 1984 Shipping 
Act requiring U.S- and Japanese-flag carriers to providi 
information concerning shipping conditions in the U.S.- 
Japanese trade, Oct. 18, 1990.  

deny access to U.S. ports or to assess fees up to $1 
million per voyage to flag-carriers of those countries. 

Nine major carriers in the transpacific trades 
were fined a total of $20.5 million in September 1990 
as a result of the FMC's Fact Finding Investigation 
No. 18. The carriers were EAC Lines, Hanjin Ship-
ping Co., Hyundai Merchant Marine, K line, Mitsui 
O.S.K. Ltd., Neptune Orient Lines, Nippon Liner 
Sy

e
stems, Nippon Yusen Kaisha, and Senator Li- 

ni .216 

In late 1990, the United States and the U.S.S.R. 
entered into a new maritime agreement. Among oth-
er changes, the new Maritime Pact provides for im-
proved access and reduced entry requirements for an 
increased number of ports in each country. In addi-
tion, certain Soviet carriers have expressed interest in 
establishing services in the transpacific trades. 217  

During 1990, a U.S. delegation from the Depart-
ment of Transportation and the Maritime Administra-
tion met with Brazilian officials to set up talks for a 
new bilateral maritime agreement. The existing 
agreement, which primarily concerns government-
controlled cargoes, expires on June 30, 1991. Gov-
ernment cargoes comprise 50 percent of the liner 
trade between the two countries. Under the current 
agreement, each country's carriers are guaranteed ac-
cess to 50 percent of the other nation's government 
cargoes .21 

Maritime interests remain concerned about costly 
oil spills and liability issues. Comprehensive oil spill 
liability and compensation legislation (H.R. 1465) 
was signed into law on August 18, 1990. The major 
provisions of the new legislation include increases in 
the maximum pollution liability for shipowners (and 
no liability limit in case of wilful misconduct, gross 
negligence, violation of Federal standards, failure to 
report a spill, or refusal to participate in clean-up); 
the creation of a $1-billion Federal clean up and 
compensation fund from oil shipment fees; a require-
ment that all tankers entering U.S. ports have double 
hulls by the year 2010; the establishment of a nation-
al planning and response system; and a rule that tank-
er crews work no more than 15 hours per day or 36 
hours in any 3-day period.219  

Lastly, U.S.-flag carriers and other U.S. maritime 
industry participants were involved extensively with 
Operation Desert Shield. This operation required the 
shipment of millions of additional tons of cargo over 
and above the regular levels contracted for by the 
Military Sealift Command (MSC). During peace 

216  Federal Maritime Commission, Annual Report for 1990, 
p. 19. 

217  Ibid., p. 20. 
2111 The bilateral equal access agreement with Snail provides 

each country's merchant vessels with equal access to bilateral 
government-impelled cargoes, with the exception of U.S. 
agricultural commodities and the defense cargoes of both 
nations. Under the agreement, the two countries have access to 
the cargo of third-party trades, subject to existing laws and 

American 219  American Maritime Congress, Washington Letter, Aug. 
13, 1990, p. 2. 
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time, the MSC ships about 2.4 million tons of mili-
tary cargoes on U.S.—flag ships in each 6—month peri-
od. These cargoes are worth approximately $200 
million in revenue for the U.S.—flag carriers. The 
additional shipments called for by the MSC during 
the last 6 months of 1990 resulted in special contracts 
and additional revenues to U.S.—flag companies. 22° 
The MSC also discontinued a complicated allocation 

22°  Shipping industry representative, telephone conversation 
with US TPC staff, Feb. 25, 1991. 

system implemented earlier in 1990 and returned to 
simpler cargo distribution system. The now-disconti-
nued system had resulted in the rejection of over 
1,000 rates for shipping cargo between January and 
April 1990, virtually excluding some U.S.—flag ves-
sels from carrying military cargoes. 221  

221  American Maritime Congress, Washington Letter, 
Dec. 17, 1990, p. 4. 
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Chapter 4 

Developments in Major U.S. 
Trading Partners 

This chapter reviews the economic performance of 
major U.S. trading partners, U.S. trade with those 
countries, and important bilateral trade issues in 1990. 
Specifically, U.S. relations with the European 
Community (EC), Canada, Japan, Mexico, Taiwan, the 
Republic of Korea (Korea), and Brazil are discussed. 
Three-fourths of this trade consisted of manufactured 
goods (see fig. 4). 1  

The U.S. merchandise trade deficit with the world 
registered $116.0 billion in 1990. This was a decrease 
of over $2.5 billion from the deficit's 1989 level and 
the third successive decline in the U.S. deficit in 
merchandise trade. Nearly two-thirds of this deficit was 
with the countries under review in this chapter. Of the 
seven trading partners covered here, the United States 
had a 1990 merchandise trade surplus only with the 
EC. This surplus was valued at nearly $2.3 billion and 
occurred in spite of a deficit of more than $10 billion 
with Germany, the United States' largest EC trading 
partner. The largest bilateral merchandise trade deficit 
in 1990 was with Japan, in the amount of $42.7 billion, 
or 37 percent of the U.S. total. 

Trade turnover with the four leading U.S. trading 
partners (EC, Canada, Japan, and Mexico) increased 
between 1989 and 1990, whereas trade between the 
United States and the remaining three partners covered 
here—Taiwan, Korea, and Brazil—decreased. U.S. 
exports rose in all seven markets. Meanwhile, U.S. 
imports from three partners grew, while those from 
four others declined. 

The EC remained the largest single trading partner 
of the United States in 1990, accounting for over 
one-fifth of total U.S. trade. While the volume of 
two-way trade was notable, U.S.-EC trade relations 
remained fractious during the year. This uneasiness was 
primarily the result of longstanding differences over 
issues such as agricultural subsidies and the effect of 
these divergences on progress in the multilateral 
Uruguay Round. Bilateral trade frictions in 1990 were 
generally the result of earlier unresolved problems. 
Meanwhile, the EC internal market program progressed 
steadily during the year and the EC also moved closer 
to the goal of economic and monetary union. Although 
the U.S. administration generally supports the EC 1992 
program, concern among it and other EC trading 
partners continues. The United States is monitoring the 

1  Trade data are presented in this chapter according to blood 
product sector groupings: food, manufactured goods, fuel and 

raw Stanma=inatnetUtherTrIlwedgelasleselIMURn417 "41 C311.1 
 SITC section categories included within each product sector 

grouping are as follows: Food—SITC secs. 0, 1, and 4; 
Manufactured cods—SITC secs. 5, 6, 7, and 8; Fuel and raw 

secs. 2 and 3; and All other goods—SITC 
sec. 9. 

program to ensure that the single market does not 
increase bathers with the rest of the world. 2  

Canada is the second-largest U.S. trading partner. 
The United States-Canada Free-Trade Agreement 
(FTA) continued to be the centerpiece of bilateral trade 
relations in 1990. Yearend marked the completion of 2 
years of operation of the bilateral pact. A number of 
disputes were referred to the bilateral 
dispute-settlement panels authorized under the 
agreement, and the process has operated smoothly. Two 
internal Canadian developments—the constitutional 
crisis involving Quebec's continued association with 
the rest of Canada and the movement toward 
imposition of a new goods and services tax—formed a 
backdrop for United States-Canadian trade relations in 
1990. Canada also took some steps in the direction of 
easing bathers in intra-Provincial trade—steps that 
could improve U.S. access to the Canadian market. 

Japan was the third most significant U.S. trading 
partner in 1990. The year marked the fourth successive 
annual decline in the U.S. merchandise trade deficit 
with Japan. Even though there has been a 28-percent 
drop from the $59.1 billion level of 1986, the 1990 
deficit of $42.7 billion was the largest bilateral deficit. 
The trade deficit position of the United States has 
strongly influenced bilateral relations and has 
heightened sensitivity in a number of perennial 
problem areas, such as telecommunications, 
semiconductors, supercomputers, beef, etc. As the trade 
balance improves, there appears to be, if not a 
lessening of tension, a greater willingness to engage in 
broad-based consultations. Nevertheless, a number of 
bilateral issues remained under review. These included 
the Structural Impediments Initiative, satellites, 
automobiles, and rice. 

United States-Mexican trade continued to flourish 
in 1990, making the country the fourth-largest U.S. 
trading partner. U.S. exports rose significantly, and 
imports also rose, but by a slightly lower margin. 
Continuing the trend of the last few years, bilateral 
relations between the United States and Mexico 
improved significantly in 1990. As part of its own 
domestic policy reforms, Mexico put into effect new 
measures affecting foreign exchange, foreign 
investment, and privatization. The year was notable in 
that the presidents of both countries announced their 
intention to enter into negotiations toward a bilateral 

2  The United States International Trade Commission, in 
to a joint request from the House Committee on Ways response 

Means and the Senate Committee on Finance, is monitoring 
EC efforts to arrive at a single market. At the committees' 
request it provided an initial report by July 15, 1989, with 
followup reports as neces 	At the time of preparation of this 
42nd OTAP report, 4 reports have been published; 2 additional 
reports are planned. See: The Effects of Greater Economic 
Into:ration Within the European Community on the United States, 
USITC Publication 2204, July 1989; First Follows'', Report, 
USITC Publication 2268, March 1990; Second Followup Report, 
USITC Publication 2318, September 1990; Third Followup 
Report, USITC Publication 2368, March 1991. 
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free-trade agreement 3  Other areas of some bilateral 
progress were textiles and intellectual property rights. 
A U.S. embargo on Mexican tuna resulted from the 
major bilateral irritant of the year. 

Taiwan remained the fifth-largest trading partner of 
the United States in 1990. With U.S. imports from 
Taiwan decreasing and U.S. exports increasing, the 
U.S. bilateral trade deficit reached its lowest point in 5 
years. Some progress was made during the year in 
bilateral negotiations on intellectual property rights 
protection, distilled spirits, and beef. Progress on 
Taiwan's "Trade Action Plan," introduced in 1989, was 
limited, however, as the tariff reductions scheduled 
under the Plan for 1990 failed to be approved by the 
Taiwan legislature. 

Although progress in certain, specific areas (e.g. 
beef, exchange rates, intellectual property rights, and 
telecommunications) can be cited, U.S. trade relations 
with Korea in 1990 were not altogether harmonious. 
The United States accused the Government of Korea of 
operating an "anti-import campaign" to discourage 
Korean consumers from purchasing imported items. 
Official trade statistics, however, show that U.S. 
exports to Korea were the highest in 5 years, and U.S. 
imports from Korea were the lowest since 1987. 

A 1990 economic stabilization program in which 
trade liberalization played a major role significantly 
lessened the tension that has come to characterize U.S. 
trade relations with Brazil in the recent past. U.S. 
retaliatory sanctions imposed in 1988 were lifted 
during the year, and a U.S. investigation into Brazilian 
trading practices that could have resulted in other 
retaliatory action was suspended following the trade 
policy reforms undertaken by the Brazilian 
Government While U.S. concern over intellectual 
property rights (particularly as they affect the 
pharmaceutical industry) continues, a Brazilian 
promise to introduce legislation recognizing inter-
national patents added to the improvement in bilateral 
relations in 1990. 

The European Community 

The Economic Situation in 1990 
The EC's Gross Domestic Product (GDP) grew by 

an estimated 3 percent in real terms in 1990, compared 
with 33 percent in 1989. 4  The real GDP growth rates 
of individual member states ranged from a low of 0.9 
percent in Denmark to a high of 43 percent in Ireland. 
The slowdown has been attributed to internal factors, 
the Gulf crisis, the depreciation of the U.S. dollar, and 
deteriorating growth in the United States. 5  

3  Canada was induded in the initiative early in 1991, with the 
goal of negotiating a three-counny, continent wide, North 
American Free-Trade Agreement (NAFTA). 

t Except where indicated, figures presented in this section am 
estimates taken from the CE's 1990 Annual Report. 

Cro in;e1nanalYCommunity News, "EC Commission Releases Annual 
Forecast," Dec. 7, 1990. 

5  Ibid. 

Overall EC growth continues to be driven largely 
by investment growth.6  During the first half of the 
1980s investment growth was very low or even 
negative and the EC's economy was led primarily by 
exports? However, in more recent years, investment 
has been strong. Total investment in constant prices 
increased an estimated 4.4 percent in 1990 compared to 
1989. Specifically, investment in the construction 
sector rose 3.6 percent and investment in equipment 
increased 53 percent in 1990 compared to 1989. The 
growth in total real investment for EC member states in 
1990 ranged from negative rates in 2 member states, 
Denmark (-2.6) and the United Kingdom (-12), to 10.2 
percent in Ireland and 10.0 percent in Luxembourg. 

Inflation (as measured by the deflator of private 
consumption) increased slightly from 4.9 percent in 
1989 to 5.1 percent in 1990. This increase was largely 
due to a surge in oil prices during the fal1. 8  Inflation 
rates ranged from double digits in Greece and Portugal 
to below 3 percent in the Netherlands, Denmark, West 
Germany, and Ireland. 

Strong GDP growth over recent years has 
contributed to a decline in the EC's unemployment 
rates. In 1990, total employment in the EC grew an 
estimated 1.7 percent. The rate of unemployment 
declined slightly from 8.9 percent in 1989 to 83 
percent in 1990. Nine of the 12 EC member states 
experienced a decline in unemployment in 1990 
compared to 1989 levels. Ireland and Spain recorded 
the highest unemployment rates of 16.5 percent and 
15.8 percent, respectively. Luxembourg registered the 
lowest unemployment rate in the EC at 1.7 percent, 
followed by Portugal with 4.4 percent. 

The EC's current account is estimated to have 
swung from a surplus of 0.2 percent of GDP in 1989 to 
a deficit of 0.3 percent of GDP in 1990. 9  The trade 
surplus of the former West and East Germany 
combined fell 202 percent in 1990 compared to the 
combined surplus in 1989. The united Germany 
overtook the United States as the world's export leader. 

Merchandise Trade with the United States 
In the aggregate, the EC remained the United 

States' largest trading partner, accounting for over 
one-fifth of total U.S. trade. Table 11 shows that the 
value of two-way trade between the United States and 
the EC rose over 10 percent in 1990 to $183.9 billion 
from $166.6 billion in 1989. In 1990, the EC was the 
number one destination for U.S. exports and ranked 
second as a source of U.S. imports, following Canada. 
The EC market increased its share of U.S. merchandise 
exports from 23.6 percent in 1989 to 24.8 percent in 
1990. The share of total U.S. merchandise imports 

6. Industry 'Faces Future With Confidence,'" 
FixancialEurrinnes, July 16, 1990, p. 4. 

7  "Favorable Trends in U.S. Trade Expected to Continue in 
1990," Business America, Apr. 23, 1990, p. 6. 

$ "Consumer Prices: EEC Inflation Rate in 1990," European 
Report, No 1647 (Jan. 24, 1991), sec. II, p. 2. 

9  Statistics on the EC's trade with the wood in 1990 will not 
be available until the fall. 

95 



Table 11 
U.S. merchandise trade with EC, by SITC Nos. (Revision 3), 1988-90 

(Thousands of dollars) 

SITC 
section 
no. Description 1988 1989 1990 

U.S. exports 

0 Food and live animals 	  3,767,194 3,423,876 3,721,335 
1 Beverages and tobacco 	  1,595,859 1,764,092 2,663,483 
2 Crude materials, inedible, except fuels 	  6,411,798 6,588,444 6,307,491 
3 Mineral fuels, lubricants and related material 	  2,304,899 2,731,792 3,724,002 
4 Animal and vegetable oils, fats, and waxes 	  190,465 146,067 162,614 
5 Chemicals and related products, n.e.s 	  8,318,321 9,757,770 10,509,66 
6 Manufactured goods classified chiefly by material 	  4,632,163 5,067,116 5,576,705 
7 Machinery and transport equipment 	  33,875,612 40,192,606 44,897,866 
8 Miscellaneous manufactured articles 	  8,041,490 10,128,748 11,489,275 
9 Commodities & transactions not classified elsewhere in SITC .. 2,167,825 2,724,195 4,007,077 

Total all commodities 	  71,305,625 82,524,708 93,059,526 

U.S. imports 

0 Food and live animals 	  2,006,359 1,945,114 2,079,649 
1 Beverages and tobacco. 	  2,420,421 2,401,270 2,483,583 
2 Crude materials, inedible, except fuels 	  1,114,352 1,084,898 1,032,586 
3 Mineral fuels, lubricants and related materials 	  3,692,141 3,637,211 4,486,507 
4 Animal and vegetable oils, fats, and waxes 	  169,186 192,010 254,828 
5 Chemicals and related products, n.e.s 	  8,897,435 8,988,470 9,504,611 
6 Manufactured goods classified chiefly by material. 	  13,536,330 13,291,474 13,264,779 
7 Machinery and transport equipment 	  36,563,056 35,922,770 39,326,294 
8 Miscellaneous manufactured articles 	  12,496,147 13,046,276 13,999,036 
9 Commocities & transactions not classified elsewhere in SITC 	 3,140,778 3,515,858 4,367,075 

Total all commodities 	  84,036,204 84,025,352 90,798,948 

Note.—Data before 1989 are estimated. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

from the EC also increased in 1990, to 18.5 percent 
from 18.0 percent in 1989. 

The United States registered a merchandise trade 
surplus with the EC in 1990 for the first time since 
1982. Although bilateral trade grew significantly in 
both directions, U.S. exports to the EC continued to 
expand more rapidly than U.S. imports from the EC, 
increasing 13 percent in 1990 compared to only 8 
percent for U.S. imports. The United States recorded 
trade surpluses with 8 of the 12 EC member states. The 
larger U.S. trade surpluses were $73 billion with the 
Netherlands, $5.4 billion with Belgium, $2.3 billion 
with the United Kingdom, and $1.8 billion with Spain. 
The United States registered trade deficits with 
Germany ($10.4 billion), Italy ($4.9 billion), Denmark 
($399 million), and Luxembourg ($79 million). In 
1990, the United Kingdom was the largest market for 
U.S. exports in the EC, and Germany ranked as the 
largest source of U.S. imports in the EC. 

Manufactured goods constituted the largest share of 
both imports and exports with the EC, accounting for 
more than three-fourths of both categories (see fig. 5). 

Appendix table A-5 shows that the leading U.S. 
exports to the EC in 1990 consisted of airplanes and 
other aircraft with an unladen weight exceeding  

15,000 kg ($7.2 billion), parts and accessories of 
automatic data processing machines and units ($4.2 
billion), parts of airplanes or helicopters ($32 billion), 
bituminous coal, not agglomerated ($2.3 billion), 
turbojet and turbopropeller parts ($23 billion), 
cigarettes containing tobacco ($1.8 billion), and digital 
processing units with storage units, input units, and/or 
output units ($1.6 billion). These products accounted 
for nearly 25 percent of total U.S. exports to the EC. 
With the exception of digital processing units, U.S. 
exports of all of the other products increased in 1990 
compared to 1989. 

Table A-6 shows that the leading U.S. imports from 
the EC in 1990 were passenger motor vehicles with 
cylinder capacity exceeding 1,500 cc but not 3,000 cc 
($53 billion), oil other than crude from petroleum and 
bituminous minerals ($2.7 billion), passenger motor 
vehicles with cylinder capacity exceeding 3,000 cc 
($2.6 billion), turbojets of a thrust exceeding 25 kN 
($2.0 billion), crude oil from petroleum and bituminous 
minerals ($1.6 billion), turbojet and turbopropeller 
parts ($1.4 billion), parts of airplanes or helicopters 
($1.2 billion), and jewelry and parts of precious metal 
other than silver ($1.1 billion). These products 
accounted for almost 20 percent of total U.S. imports 
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from the EC. With the exception of jewelry, U.S. 
imports of all of the other products increased in 1990 
compared with 1989. 

Major Policy Developments Affecting Trade 

Internal Market 

The EC's plan to create a single internal market by 
January 1, 1993, continued to make progress in 1990. 1u 
As of July 18, 1990, the EC Commission had tabled all 
of the 282 measures that comprise the internal market 
program as outlined in the EC Commission's 1985 
White Paper." As of January 7, 1991, the EC Council 
had formally adopted 184 of these measures, or 65 
percent of the proposals. 12  Implementation of the 
measures by individual member states will play a key 
role in determining whether or not the program is 
completed on time. As of January 10, 1991, only 24 of 
the 120 directives for which the implementation 
deadline had passed had been fully transposed by all 
member states into national law. 13  The delay is 
generally attributed to a lack of member-state 
administrative organization." 

In addition to the EC 1992 plan described in the 
White Paper, the EC Commission continued to pursue 
important flanking and followup policies that are 
considered part of a broader process to integrate the 
EC's internal market more completely. Two of the most 
important areas are efforts to realize economic and 
monetary union (EMU) and deepen political 
cooperation. EMU envisions a single currency, a 
common Community monetary policy, coordination of 
national economic policies, establishment of a 
European central bank, and irrevocably fixed exchange 
rates. Achieving political union will require defining 
the respective roles of the EC and its member states on 
such questions as common citizenship, foreign policy, 
security/defense issues, and further development of 
EC-wide political institutions such as the European 
Parliament. Two intergovernmental conferences were 
convened on December 15, 1990 to negotiate 
amendments to the Treaty of Rome, the governing 
instrument of EC law, to make the institutional changes 
necessary to achieve EMU and political union. 15  The 
goal of both conferences is to ratify new treaties on 
EMU and political union before the end of 1992. 16  

The U.S. administration strongly supports the EC 
1992 process and believes that open and non- 

Is These are described in detail in USITC, The 
Effects of Greater 	• Integration Within the European 
Community on the United States—Third Followup Report 
(Investigation No. 332-267), USITC Publication 2368. March 
1991. 

" EC Commission data base Info 92, July 25. 1990. 
12  EC Commission data base Info 92, June 14, 1991. 
13  EC Commission, Comsat 5 III A 2, Jan. 10, 1991. 
14  EC Commission Communication Can (90) 473, Oct. 5, 

1990. 
13  "European Council, Rome, December 14/15, 1990 

Inter-Governmental Conferences on Political Union and Economic 
and Monetary Union, Rome, December 15, 1990," European 
Report, No. 1639 (Dec. 19, 1990), special supplement. 

16 ibid.  

discriminatory implementation of the program will 
benefit both the EC itself and the Community's major 
trading partners, including the United States. 17  U.S. 
officials now anticipate higher growth, less red tape, 
and fewer technical barriers, all of which will benefit 
U.S. firms. However, there remain sources of concern, 
such as U.S. access to the EC's new product testing and 
certification procedures, and local content requirements 
in public procurement and programming on EC 
television. The United States is carefully monitoring 
the program to ensure that single market benefits not 
only to EC countries, but their trading partners as 
well. 18  

As the EC's internal market process nears reality, 
third countries are seeking closer economic and trade 
ties with the Community. Some countries—such as 
Turkey, Austria, Malta, and Cyprus—have already 
formally applied to the EC for membership. Others, 
such as Sweden, haye shown a strong interest in 
pursuing future EC membership. The six nations of the 
European Free Trade Association aim to form a more 
structured partnership with the Community by 
negotiating a European Economic Area (EEA) that 
would enter into force on January 1, 1993, concurrently 
with the EC's single market initiative. 19  The purpose 
of the EEA is to enable, to the greatest possible extent, 
the free movement of goods, persons, services, and 
capital." The countries of Central and Eastern Europe 
are also forging closer economic and trade ties with the 
EC, although EC membership will be delayed until 
they can meet certain conditions of a market economy 
and democratic 

German Reunification 

On July 1, the economic, monetary, and social 
union between the two Germanies was established and 
a transitional customs union was formed between East 
Germany and the EC 22  The former East Germany 
began allowing free entry of goods from the EC and 
adopted the EC's trade policies toward third countries 
with respect to common tariffs, customs laws, and all 
other commercial policy measures. The EC, in turn, 
lifted tariffs and quantitative restrictions on East 
German industrial goods, and as of August 1 lifted 
similar restrictions on agricultural goods, as long as 
they meet EC standards. 

"For more background, see USITC, Operation of the Trade 
Agreements Program, 41st Report. 1989, USITC Publication 2317. 
September 1990. p. 93. 

is Ibid. 
13  BNA, "European Economic Space: Talks are Deadlocked, 

Swiss Trade Minister Says," 1992: The External Impact of 
Un#iction, Nov. 2, 1990, p. 5. 

EliTlwEECIEFTA: Joint Declaration Calls for Launch of EEC 
N egotiations," European Report, No. 1550 (Dec. 18, 1989), sec. 
5, 8. 

41  Corrado Pirzio-Biroli, Acting Head of the EC Delegation in 
Washington, DC, speaking at "Strategic Issues of the 1990s," a 
conference 	by the International Club and the Center for 
Strategic and International Studies, Jan. 19, 1990. 

22  For more background, see USITC, Effects of EC Integration, 
USITC Publication 2318, September 1990, p. 1-14. 

principles 21 
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On October 3, formal political unification of West 
and East Germany took place. East Germany 
automatically integrated into the EC and became 
subject to the bulk of EC legislation. The EC's regional 
policy, competition policy, fisheries policy, as well as 
about 80 percent of the EC's single market measures 
(including those on the free movement of capital, 
people, and financial services), applied immediately 
following formal unification on October 3. 23  Other 
areas are subject to transitional arrangements, most of 
which the EC intends to discontinue by the end of 
1992.24  Areas subject to transitional measures include 
the EC's Common Agricultural Policy, the energy 
sector, the environment sector (including air and water 
quality standards), and certain other single-market 
standards. Existing trade relations between East 
Germany and its former trading partners in Eastern and 
Central Europe will be maintained for a transitional 
period.25  

Industrial Policy 

On October 30, the EC Commission issued a 
working paper that develops an EC approach to 
industrial policy, the first attempt ever to define an 
industrial policy at the EC level. The proposal aims 
to help EC industry meet the challenges of future 
competition. The paper advocates an industrial policy 
that facilitates the efficient functioning of markets, 
particularly the structural adjustment of industry, by 
fostering a competitive, market-oriented economy. The 
paper rejects the strategy of certain member states to 
create "national champions."v 

The EC's industrial policy focuses on a three-stage 
approach the EC should take to promote structural 
adjustment. Stage one cites the prerequisites required 
for structural adjustment. One such prerequisite is a 
competitive environment, which the EC Commission 
proposes to enhance by implementing a more flexible 
competition policy and by controlling state aids. 28 

 Other prerequisites cited in the paper include a stable 
economic environment, high level of education, 
economic and social cohesion between the member 
states, and a high level of environmental protection. 
The second stage addresses catalysts that encourage 
industry to undertake adjustment. The EC Commission 
cites two important catalysts for the Community: 
completion of the internal market, which aims to 
increase the competitiveness of EC industry, and an 
open and vigilant external trade policy. Finally, stage 
three cites policies that would accelerate the adjustment 
process. According to the paper, the goal of stage three 

23  "German Unity Effective Tonight; Long-Term Gains Seen 
for EC," Journal of Commerce, Oct. 2, 1990. 

24  Ibid. 
25  GATT, Focus, No. 77, December 1990, p. 6. 
26  EC Commission, "Industrial Policy in an Open and 

Competitive Environment," October 1990. 
z-r Ibid. 
22  For a disausion of the EC's competition policy, see USTTC, 

"Competition Policy and Company Law," ch. in Effects of EC 
Integration, USITC Publication 2204, July 1989. 

is to develop the technological capacity of the EC by 
promoting an effective research and development 
policy, enhancing the performance of small and 
medium-sized enterprises (SMEs), and strengthening 
training, among other things. 29  The paper concludes 
that an industrial policy should encourage the 
permanent adaptation to industrial change, should be 
implemented through the creation of a favorable 
economic environment, and should increasingly rely on 
horizontal measures to approach industrial problems at 
the sectoral level. The Council of Industry Ministers 
unanimously approved the EC Commission's industrial 
policy concept at a meeting on November 26." 

Agriculture 
The EC's Common Agricultural Policy (CAP), 

outlined in the Treaty of Rome, established a common 
market in agricultural commodities, with five major 
objectives: to increase productivity, to ensure a fair 
standard of living in the agricultural sector, to stabilize 
markets, to guarantee food supplies, and to provide 
food to consumers at reasonable prices. The CAP uses 
a variety of mechanisms, including price supports, to 
meet these objectives. Because the CAP shields EC 
farmers from market forces, it has generated growing 
surpluses and had a depressing effect on world market 
prices of certain agricultural commodities. As a result, 
tensions with some of the EC's trading partners, 
including the United States, have risen. Furthermore, 
the CAP has placed a heavy financial burden on the 
EC's budget. 

Efforts to curb the rising cost of the CAP led the 
EC Commission to propose a farm support package for 
the 1990/91 marketing year that would once again 
freeze or cut most support prices. 31  The EC's Council 
of Agriculture Ministers debated the EC Commission's 
proposals and eventually approved a package that was 
estimated to remain within the guidelines set for the 
farm budget.32  The new set of support prices would cut 
prices in European Currency Units (ECU) 33  by an 
estimated 1.1 percent and would raise prices by an 
estimated 03 percent in national currency terms. 

The approved farm package reduced the support 
prices of certain fruits and vegetables, certain table 
wines, certain dairy products, beef and veal, pigmeat, 
and dunun wheat. To win approval among the 
Agriculture Ministers for the price freeze, the EC 
Commission pledged to reduce delays in making 

"For a discussion of the EC's R&D and SME policies, see 
USITC, Effects of EC Integration—Third Follmvup, US1TC 
Publication 2368, March 1991, and USTIV, Effects of EC 
Integration—Second Followup, USITC Publication 2318, 
September 1990. 

"Industrial Policy: Twelve Votes in Favour of New Concept 
Proposed by the Commission," European Report, No. 1633 
(Nov. 27, 1990), sec. IV, p. 6. 

31  "Farm Prices: 1990/91 Proposals Set Another Price Freeze 
and Cuts for EEC Farmers," European Report, No. 1550 
(Dec. 20, 1989), sec. IV, p. 3. 

32 "Farm Prices: Council Finally Agrees on Another Price 
Freeze," European Report, No. 1582 (Apr. 26, 1990), sec. N, 
p. 12. 

33  The 1990 annual average exchange rate of the ECU in U.S. 
dollars was 1 ECU = 51.2560. 
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payments for cereals, dairy products, and beef. 34  Also, 
the EC Commission's original proposals for "green 
currency rates"—at which the ECU support prices are 
translated into national currencies—were adjusted to 
soften the effect of the price freeze in national currency 
terms. 

In June 1990, the EC Commission released a 
preliminary report assessing the effectiveness of the 
major farm reform plan initiated in 1988. 35  The report 
concluded that the 1988 "stabiliser package" did not 
alter the amount of land used in production but did 
cause a shift in the commodities produced. Production 
of certain products, such as cattle and oilseeds, 
declined, but production in other sectors, such as 
sheepmeat, increased. The report estimates that in the 
milk and beef sectors, in which EC production 
accounts for a substantial share of world production, 
the stabliser package contributed to a rise in world 
market prices. The report also claims that the stabliser 
mechanisms achieved their budgetary saving goal and 
did not block increases in farm income, which rose by 
13 percent in 1988 and 9.5 percent in 1989.38  Finally, 
the review suggests that more progress needs to be 
made on structural policies to aid EC farmers, such as 
the land set-aside scheme. 

Despite the positive conclusions of the report, the 
outlook for EC agriculture deteriorated as the summer 
wore on. Rising agricultural surpluses, particularly in 
beef and butter, and weak international markets that 
increase the cost of subsidy payments under the CAP, 
posed new budgetary problems for the EC. 37  Pressure 
to reform the CAP, prompted by internal budgetary 
concerns as well as the Uruguay Round, led the EC 
Commission in late 1990 to announce its intention to 
propose a farm reform package early in 19913 8  Some 
of the likely proposals are a redistribution of the 
support from large farmers to smaller farmers, an 
increased emphasis on environmentally friendly 
farming, a mandatory land set-aside program, and a 
general tightening of price supports. 39  

United States-EC Bilateral Trade Issues 

Overview 
The year 1990 was a relatively quiet one for 

U.S.-EC trade relations outside of issues related to the 
Uruguay Round. The EC's 1992 program remained a 

34 "Farm Prices: Council Finally Agrees on Another Price 
Freeze," European Report, No. 1582 (Apr. 26, 1990), sec. IV, 

12. Also, see Bridget Bloom, "Mixed Reactions to EC Price 
," Financial Tunes, May 1, 1990. 

33  or mote background, see USITC, OTAP, 40th Report, 1988, 
USITC Publication 2208, July 1989, p. 80. 

36  A preliminary report by the Statistical Office of the 
European Community (Eurostat) estimates that EC farm income 
decreased by 2.8 percent in 1990. 

37  For example, see Tim Dickson, "Agriculture Surpluses 
Spark New EC Budget Crisis," Financial Thies, Sept. 3, 1990. 

3S  For example, see David Gardner, "Brussels Prepares for 
CAP Overhaul, Financial Tunes, Jan. 4, 1991. 

" For example, see "Agriculture: What Measures Does 
MacSharry Have Up His Sleeve?" European Report, No. 1638 
(Dec. 15, 1990), sec. IV, p. 7.  

principle source of U.S. interest and concern, but fears 
of a "Fortress Europe" that would block U.S. exports 
and investment in the EC have largely subsided. A 
second annual survey of U.S. industry and Government 
leaders shows increased optimism regarding the impact 
of 1992 on the United States, on EC member states, 
and on Eastern Europe, as well as the world in 
genera1.4° The EC 1992 process has already led to 
faster economic growth in the EC and increased 
demand for U.S. products, thus greatly benefiting U.S. 
suppliero 

Most of the sources of the bilateral trade friction 
unrelated to the Uruguay Round were not new in 1990. 
Issues related to health standards continued to plague 
bilateral relations. Bans on meat produced with the aid 
of growth hormones as well as on an engineered 
hormone called BST, which enhances milk production 
in cattle, remained in effect throughout the year. At the 
end of 1990, the EC banned U.S. pork and beef 
products allegedly because they were processed in 
unsanitary facilities. 

A dispute that originated when Spain joined the EC 
in 1986 flared up in the fall when the EC threatened to 
end an agreement that compensated the United States 
annually for lost sales of corn and sorghum to Spain. 
The dispute was temporarily resolved at yearend. 
Negotiations to settle the dispute over subsidies to 
Airbus Industrie were active throughout the year but 
remained unresolved at the end of 1990. 

On November 20, the United States and the EC 
adopted a declaration, based on common values and 
goals, to strengthen bilateral cooperation in a wide 
variety of fields.42  The declaration sets out the 
principles and framework for regular U.S.-EC 
consultations and cooperation in economic, 
educational, scientific, and cultural areas as well as in 
transnational issues, such as terrorism, drugs, the 
environment, and proliferation of nuclear weapons. 
The two sides confirmed a commitment to "promote 
market principles, reject protectionism and expand, 
strengthen and further open the multilateral trading 
system." The EC adopted a similar declaration with 
Canada on the same day.43  Together they are referred 
to as "The Transatlantic Declarations." 

Third Country Meat Directive 
The EC's Third Country Meat Directive requires 

foreign meat producers to comply with certain 
technical standards in order to export to the EC. EC 
reluctance to certify certain U.S. meat plants 

KPMG Peat Marwick, "The New Europe: The Reshaping of 
Global Business: An American Perspective," September 1990. 

41  For more information on the EC 1992 process and its 
implications for U.S. industry, see USITC, Effects of EC 
integration—Third Followup, USITC Publication 2368, March 
1991. 

° European Community News, "EC and U.S. Reinforce 
Transatlantic Partnership," Nov. 27, 1990. 

43  "EEC/Canada/US: Transatlantic Declarations Signed," 
Report, No. 1632 (Nov. 24, 1990), sec. V, pp. 3-9. 

The announced its intention in February 1991 to sign a 
similar declaration with Japan. 
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erupted into a bilateral dispute in 1987 but was later 
resolved when the EC delayed implementation of the 
directive until April 1988 to give U.S. rums time to 
bring their meat plants into compliance with EC 
requirements.° The bilateral issue appeared resolved 
until October 1990 when EC inspectors deleted most 
U.S. meat producers from the list of certified plants. 

In October, the EC informed the United States that 
it would effectively ban U.S. pork imports on 
November 1 and U.S. beef imports on January 1, 1991, 
because poor hygiene in U.S. meat plants posed a 
health hazard to EC consumers.45  U.S. officials 
rejected the EC claim, saying that there was no 
scientific basis for prohibiting U.S. imports.* The U.S. 
administration urged the EC to postpone 
implementation of the ban until GATT talks were 
complete, but the ban was implemented on schedule. 47  

On November 28, the National Pork Producers 
Council and the American Meat Institute filed a 
complaint with the Office of the United States Trade 
Representative (USTR) to demand retaliation under 
section 301 of the Trade Act of 1974. The petition 
alleges that the EC's actions violate the GATT and 
discriminate against U.S. exports. The petitioners claim 
that the inspection requirements for U.S. meat exports 
are not the same as those for meat produced and 
consumed in individual EC member states and that the 
requirements are not fully enforced in plants shipping 
across national boundaries within the EC. The USTR 
had until January 11, 1991, to determine whether or not 
to accept the petition.* 

Moratorium on Dairy-Enhancing Hormone, BST 

In September 1989, the EC Commission instituted 
a ban on the use of the dairy-enhancing hormone 
bovine somatotropin (BST) until December 31, 1990. 49 

 The purpose of the ban was to provide time to conduct 
scientific studies of BST and consultations with third 
countries to determine whether BST should be 
authorized for use in the EC. 5° Of particular concern to 

"For more background, see USTTC, OTAP, 40th Report, 
1988, USITC Publication 2208, July 1989, p. 88, and USITC, 
OTAP, 39th Report, 1987, USTTC Publication 2095, July 1988, 
p. 4-8. 

43  "EC Close to Ban on US Meat Sales," Financial Times, 
Oct. 25, 1990. 

46  USTR, "Hills Initiates Investigation of European 
Community Meat Rules," Jan. 10, 1991. 

47  "U.S. Pork Producers Call for Retaliation Against Palmed 
EC Ban on U.S. Imports," International Trade Reporter, Oct. 31, 
1990,p. 1641. 

" un Jan. 10, 1991, the USTR initiated an investigation of the 
EC's inspection requirements in response to the petition. Because 
bilateral discussions are under way, the USTR delayed dispute 
settlement for up to 90 days. According to the USTR, if 
consultations do not resolve the issue, the United States will refer 
the matter to GATT dispute-settlement proceedings and will 
thereafter determine what action to take under sec. 301. See 
UM, "Hills Initiates Investigation of European Community 
Meat Rules," Jan. 10, 1991. 

49  For more background, see USTTC, OTAP, 41st Report, 1989, 
USITC Publication 2317, September 1990, p. 94. 

"Ibid.  

the United States is that the EC will judge BST not 
only on the traditional criteria of safety, quality, and 
effectiveness, but also with consideration of 
socioeconomic factors. The United States opposes the 
introduction of socioeconomic factors in approving 
new substances (the so-called fourth criterion), on the 
grounds that only scientific criteria are relevant. 51  

The EC Council had intended to render a decision 
by December 31, 1990, but the ban was extended until 
December 31, 1991.52  The extension will provide more 
time for the EC Commission to submit its report on the 
consequences of approving the use of BST. 3  

Meat Hormone Ban 
The EC's ban on the sale of red meat from animals 

treated with growth-promoting hormones entered into 
effect for the United States on January 1, 1989. 54  On 
the same day, the United States imposed retaliatory 
duties on a variety of imports from the EC. The EC's 
ban remains in effect. The level of retaliation has been 
modified by the USTR and is estimated at about $92.5 
million.55  Efforts to resolve the issue in the GATT 
continued to be unsuccessful. 

On November 13, 1990 the EC's Court of Justice 
upheld the hormone ban." The case was heard in 
response to a complaint filed by the European 
Federation of Animal Health, which claims that the ban 
is not based on scientific evidence. However, the Court 
declared that there was no proof that the hormones 
were harmless and that the EC Council has 
discretionary powers to act in the interest of EC 
consumers. 

Enlargement-Related Farm Trade Dispute 
When Spain joined the EC in 1986, it was required 

to adopt the EC's system of variable import levies, 
which significantly raised Spanish tariffs on corn and 
sorghum?7  The United States threatened to retaliate for 
lost sales to Spain, but in January 1987, U.S. and EC 
officials concluded an agreement. The compensation 
settlement required the EC to ensure that Spain import 
2 million metric tons of corn and 300,000 metric tons 
of sorghum from non-EC suppliers over each of the 
succeeding 4 years. The agreement also specified that 
in July 1990 both sides would determine what action 
was necessary after the agreement lapsed on 
December 31. 

51 Did.  
""A riculture: BST Moratorium Extended Until End of 

1991," 
 " 
	Report, No. 1650 (Feb. 6, 1991), sec. IV, p. 3. 

" Although the EC's Committee for Veterinary Medicinal 
Products agreed in. March 1991 that BST does not risk the health 
and safety of consumers and animals, the moratorium on the use 
of BST remains in place until the end of 1991. See "BST: EEC 
Veterinary Committee Gives Favourable Opinion," European 
Report, No. 1664 (Mar. 28, 1991), sec. IV, p. 6. 

54  For more background, see USTTC, OTAP, 41st Report, 1989, 
USITC Publication 2317, September 1990, p. 93. 

" USTR, Report to Congress on Section 301 Developments 
Required by Section 309(a)(3) of the Trade Act of 1974, 
(Jul—December 1990). 

• "Hormones: Court of Justice Upholds Validity of EEC 
Hormone Ban," European Report, No. 1630 (Nov. 16, 1990), sec. 
IV, 2. 1. 

• For more background, see USITC, OTAP, 39th Report, 1987, 
USITC Publication 2095, July 1987, p. 4-7. 
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After meeting in July and September, the EC 
refused to extend the agreement. 55  As a result, on 
November 15, 1990, the USTR self-initiated an 
investigation to determine whether the EC's policy 
would be actionable under section 301 of the Trade Act 
of 1974.59  The United States threatened to retaliate on 
January 1, 1991, by imposing duties on imports of EC 
products, including certain cheeses, vegetable products, 
nuts, wines, and spirits. However, on December 21, the 
EC agreed to extend the agreement through 1991. 60 

 U.S. and EC officials also agreed to seek a permanent 
solution by September 30, 1991. As a result, the USTR 
terminated its investigation 61 

Airbus 

U.S. and EC negotiators met throughout 1990 to 
settle a dispute over U.S. claims of unfair subsidization 
of Airbus Industrie, a European aircraft manufacturing 
consortium, but the dispute remained unresolved at 
yearend.62  Although U.S. producers continue to benefit 
from strong worldwide demand for aircraft, the U.S. 
Government and industry oppose Airbus support, 
which they claim places U.S. firms at a disadvantage.° 
Unlike their European competitors, U.S. producers 
must bear the full market risks for new aircraft 
development and production, thereby limiting their 
profit margins and ability to invest in new technologies 
for future competition." EC officials counter that U.S. 
firms benefit from military contracts, which act as 
indirect subsidies.° 

Airbus Industrie is a public/private corporation 
co-owned by Aerospatiale of France, Deutsche Airbus 
of the Federal Republic of Germany, British Aerospace 
of the United Kingdom, and Construcciones 
Aeronauticas (CASA) of Spain. (Spain owns less than 
5 percent of Airbus.) The U.S. administration charges 
that government subsidies to Airbus builders and other 
unfair trade activities, including political and economic 
incentives to potential customers of Airbus, are 
inconsistent with the Agreement on Trade in Civil 
Aircraft, one of the Tokyo Round codes. Specifically, 
articles 4 and 6 prohibit unfair inducements for 
potential purchasers and trade-distorting subsidies, 
respectively.66  

In a related matter, the U.S. Government continued 
to express concern over an exchange-rate-guarantee 
scheme devised by the German Government in the 
context of privatizing Messerschmitt-Bolkow-Blohm 

USTR, Report to Congress on Section 301 Developments 
Required by Section 309(aX3) of the Trade Act of 1974, 
(July-December 1990). 

" Ibid. 
6° Ibid. 
61  For further details, see "Enforcement of Trade Agreements 

and Response to Unfair Trade Practices" section in ch. 5. 
62  For more background, see USITC, OTAP, 41st Report, 1989, 

USITC Publication 2317, September 1990, pp. 96-97. 
63  Ibid. 
" USTR, 1991 National Trade Estimate Report on Foreign 

Trade Barriers, p. 78. 
63  USITC, OTAP, 41st Report, 1989, USITC Publication 2317, 

September 1990, pp. 96-97. 
"Ibid.  

(MBB) and its wholly owned subsidiary, Deutsche 
Airbus.° Efforts to privatize MBB through a 
Daimler-Benz-MBB merger were made conditional on 
the German Government's ability to cover the financial 
risks of current and future Airbus projects. One 
element of the support plan was the Government-
fmanced exchange-rate-guarantee scheme, which 
covers Airbus sales until the year 2000. The German 
Government uses this mechanism to offset adverse 
exchange-rate fluctuations between the German mark, 
in which production costs are incurred, and the U.S. 
dollar, the currency of the civil aviation market U.S. 
officials claim that in 1990 the German Government 
distributed 390 million deutschemarks under the 
guarantee scheme, which undermines the international 
balance-of-payments adjustment process 69  The United 
States has questioned the consistency of this practice 
with the GATT Subsidies Code. 70  

In September 1990, the Department of Commerce 
released a study concluding that past, present, and 
future Airbus programs are unlikely to be 
commercially viable; i.e., earning a positive rate of 
return taking into account the cost of capital?' The 
report also claimed that Airbus member companies 
have received or are committed to receive about $13.5 
billion in direct government support. U.S. officials are 
concerned that the success of the Airbus program could 
lead the EC to form other, similar heavily subsidized 
consortiums that could disadvantage certain U.S. 
high-technology industries. 72  According to the report, 
the U.S. market share of orders for large commercial 
aircraft decreased from 87 percent in 1980 to about 64 
percent in 1989, whereas Airbus' market share grew 
from about 7 percent in 1980 to 27 percent in 1989. 73  

Bilateral negotiations reopened in 1990 following a 
breakdown of negotiations in mid-1989. 74  Both the 
EC and the United States presented new proposals 
during the spring of 1990.75  The EC agreed to prohibit 
production subsidies and limit development subsidies 
on aircraft over 100 seats. However, disagreement 
continued over the permissible level of development 
subsidies and the timeframe for implementation. As a 
result, the United States threatened to file a complaint 
under the GATT Subsidies Code over the German 

67  Ibid. 
66  Ibid. 
63  USTR, "United States Requests GATT Panel on German 

Subsidies to Airbus," Feb. 14, 1991. 
7° Ibid. 
71  Gellman Research Associates, Inc., for the U.S. Department 

of Commerce, An Economic and Financial Review of Airbus 
Industrie, fact sheet, Sept. 4, 1990. 

72  "Making Air Waves; Turbulence," Seattle Times, Sept. 20, 
1990. 

73  Gellman Research Associates, Inc., for the U.S. Department 
of Commerce, An Economic and Financial Review of Airbus 
Industrie, fact sheet, Sept. 4, 1990. 

74  For more information on developments in 1989, see USITC, 
OTAP, 41st Report, 1989, USITC Publication 2317, September 
1990_,Ip. 96-97. 

7) -U.S., EC Appear Optimistic That Airbus Agreement Can 
Be Reached," Inside US. Trade, special report, Apr. 20, 1990. 

76 ibid. 
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Government's exchange-rate subsidy plan should the 
Airbus issue not be resolved by July 3177  U.S. 
officials postponed the deadline until September 30, 78 

 and then postponed it indefinitely when broader 
progress on Airbus negotiations emerged.79 

 Consultations continued through the end of the year, 
but disagreements remained over the size of the cut in 
development supports, the terms and conditions under 
which government support is repaid, transparency 
requirements, the size of the aircraft covered by the 
agreement, and the GAIT-consistency of the German 
exchange-rate-guarantee scheme. 80  An EC offer to cut 
development supports from over 70 percent to 45 
percent of development costs was rejected by the 
United States, which supports a limit of 25 percent. 81  

Canada 

The Economic Situation in 1990 
Because of the close linkages between the U.S. and 

Canadian economies and the much greater size of the 
U.S. economy, the Canadian economy generally is 
strongly influenced by developments in the U.S. 
economy. However, the economic downturn that began 
in 1990 started earlier in Canada than in the United 
States, and analysts expect it to last longer. 82  During 
the second quarter, gross domestic product (GDP) in 
Canada declined at an annual rate of 1.6 percent. When 
this negative trend continued in the third quarter (-0.3 
percent), a recession was officially born. The fourth 
quarter decline was 1.0 percent.83  Real GDP growth 
was only 1.5 percent for the year," while industrial 
production declined by 2.7 percent. 85  The capacity 
utilization rate dropped to a six-year low in 1990. The 
rate for the year was 83.3 percent; the rate stood at 86.7 
and 88.1 percent respectively in 1989 and 19: : .86  

77  In 1989, the United States requested consultations with the 
EC under the Subsidies Code to dismiss the exchange-rate 
subsidy plan but postponed further action When negotiations made E=. 	"U.S. and EC Expecting GATT Showdown Soon on 

1990 
Airbus Support Scheme," Inside U.S. Trade, July 27, 

79  "U.S. Postpones Airbus Deadline After Last-Minute EC 
Counter Offer," inside U.S. Trade, Aug. 3, 1990. 

"Nancy Dunne, "US Withdraws Mint Over Airbus," 
Financial TVMS, Sept. 28, 1990. 

90  For example, see "U.S., EC Progress on Airbus Dispute, but 
Agreement Still in Question," laid. US. Trade, Dec. 21, 1990. 

91  Negotiations collapsed in early 1991 after the EC rejected 
the most recent U.S. offer, which included a proposal to halt 
development subsidies to 25 percent of development costs. On 
Feb. 14, 1991, the United States requested a depute-settlement 
panel under the GATT Subsidies Code to examine the Getman 
exchange-rate-subsidy mechanism. For examplesee "US. 
Challenges German Subsidy Program in GATT After Airbus Talks 
Collapse," Inside US. Trade, Feb. 15, 1991. 

°Mary Williams Walsh, "The Hard Times Ate Even Harder 
North of Border," Los Angeles Times, Feb. 24, 1991, p. Dl; 
This Tune, Canada Got the Blues Before the U.S.," Economic 

Trends, Business Week, Oct. 15, 1990, p. 20. 
93  U.S. Department of State, Ottawa, no. 1370, Feb. 28, 1991. 
" U.S. Department of Commerce, Business America, Apr. 22, 

1991, p. 8. 
93  "anadian Economic Outlook," biormetrica, Ltd., Ottawa, 

May 1991. 
" The rate in the fourth quarter of 1990 was 80.8 percent. 

U.S. Department of State, Ottawa, no. 1838, Mar. 21, 1991. 

Canadian unemployment reached 9.7 percent—a 
5-year high—during the year. 87  Particularly hard hit 
was the manufacturing sector, in which production is 
generally on a smaller scale than in the United States 
and efficiencies of scale may be more difficult to attain. 
In the recessionary climate of adjustment and 
rationalization, the effects in Canadian manufacturing 
were pronounced. 88  The unemployment rate for the 
year averaged 8.1 percent. 89  

Real interest rates in Canada climbed during the 
year and remain considerably above comparable levels 
in the United States. At times during 1990 there was a 
disparity of 5 percentage points between comparable 
United States and Canadian real rates. This difference, 
coupled with the persistent Canadian budget deficit, 
has made policymakers more wary of continuing 
inflationary pressures. The Canadian prime rate in 
1990 for 90-day commercial paper was 13.03 percent, 
and the long-term corporate rate was 11.91 perc.ent. 90  

Construction—a traditional barometer of healthy 
economic activity—fell by 15 percent last year, 91  in 
large part due to continued high interest rates. Both 
residential and factory construction declined, and 
housing sales dropped to an 8-year low. 92  

Despite what some observers feel is the world's 
tightest monetary policy,93  inflation in Canada has not 
abated. The effect of the oil price increase in the 
autumn was augmented by the anticipated effect of the 
new goods and services tax in 1991. The average 
increase in consumer prices for the year was 4.8 
percent," down slightly from the 5.0 percent registered 
in 1989.95  

Canada has traditionally been considered a 
resource-rich country with an advantage in this sector. 
However, recently productivity growth in Canada has 
been eclipsed by growth in the United States, and this 
resource-based edge has eroded. To stem this erosion, 
analysts assert Canada will have to increase spending 
for research and development oriented toward 
improving manufacturing productivity and finding new 
ways of processing raw materials and adding value to 
them96  The situation is not helped by rising unit-labor 
costs in Canada.97  

The Canadian dollar remained high during the 
year—trading at about 86 U.S. cents. 98  Such a strong 

97  Walsh, "Hard Times North of Border." 
" Ibid. 
" "Canadian Economic Outlook," Infonnetrica Ltd. 

Walsh, "Hard Times North of Border." 
91 ibid.  
"Ibid. 
" Peter Maki, cited in Walsh, above. 
"'Canadian Economic Outlook," Informetrica, Ltd. 
95  U.S. Department  of State, Briefing Book prepared for for the 

1991 Canada-United States IntelparliamentaryGroup, May 1991 
(hereafter, Briefing Book), "Economic Fact Sheet. 

96  MOI1Ci, cited in Walsh, above. 
97  There is an estimated 42-percent difference in the growth in 

unit-labor costs in the manufacturing sector between Canada and 
the United States. The Royal Bank of Canada, Econoscope, 
vol. 15, No. 1, p. 18. 

" The avenge forwas 85.71 U.S. cents, up from 84.45 
in 1989. U.S. Department of State, Ottawa, no. 876, Feb. 6, 
1991. 
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Canadian dollar has directly affected Canadian exports 
in international markets, and at a time of restructuring, 
has worsened the impact of the recession 99  In a country 
where 40 percent of private sector output is exported, 
any change in international competitiveness will be 
deeply felt.' co 

Canada and the United States are each other's most 
important trading partners, and in both volume and 
value, have the largest trading relationship in the world. 
About three-fourths of Canada's exports go to the 
United States, and two-thirds of Canadian imports 
come from the United States. 

In 1981, Japan replaced the United Kingdom as 
Canada's second-largest trading partner. In 1983, the 
value of Canada's trade with Asia surpassed that of its 
trade with the EC.I° 1  The shift to the Pacific Rim is 
still an orientation of Canadian trade ventures today. 
This orientation will greatly affect Canadian 
development in the future, particularly in the area of 
immigration. Canada has made significant overtures to 
wealthy residents of Hong Kong who want to emigrate 
because of the 1997 turnover of the colony to the 
People's Republic of China. 102  

The overall level of Canadian foreign trade 
declined in 1990, and manufacturing was particularly 
affected. The progressive reduction in tariffs as a result 
of the FTA has lessened the degree of protection 
afforded certain Canadian industries and has opened up 
these sectors to more competition from U.S. firms. 

Canada had a current account deficit of $15.9 
billion in 1990, a record year. More than two-thirds of 
Canada's overall trade is with the United States. The 
next most important trading partners are the EC (18 
percent share) and Japan (5 percent). 103  

Merchandise Trade with the United States 
The U.S. merchandise trade deficit with Canada 

declined imperceptibly from 1989 to 1990; in rounded 
numbers it remained at $13.0 billion. Following robust 
increases in both imports and exports in 1989, trade 
flows in 1990 reflected the decline in both economies. 
Exports to Canada increased slightly faster than did 

" "The Bank of Canada is expectedd to pursue a cautious 
monetary policy throughout 1991 in an effort to control inflation 
and maintain price stability." Business America, Apr. 22, 1991, 
P. 8. 

1" "Since the first quarter of 1986, the Canadian dollar has 
risen by about 21% against the U.S. dollar. Although currency 
appreciation is not the same as a tariff increase in the strictest 
sense, it is clear that the 2% tariff reduction since the FTA came 
into effect pales into insignificance when compared with the loss 
of competitiveness resulung from dollar appreciation." Royal 
Bank of Canada, Econoscope, p. 7. 

im Two—way trade with Ana represents only about 3 percent 
of total Canadian trade—and trade with Japan accounts for half of 
that exchange. 

1C12  Canada receives more immigrants from Asia, particularly 
from Hong Kong and Vietnam, than from any other part of the 
world. Business International, "North America Into the Year 
2000," Oct. 3, 1988, p. 305. 

ids U.S. Department of State, "Background Notes—Canada," 
January 1991, p. 1.  

imports from Canada. Despite the downturn in the 
Canadian economy, U.S. shipments increased by 4.3 
percent, to a level of $78.2 billion. Thus, in 1990 
Canada accounted for approximately 21 percent of total 
U.S. exports. Table 12 shows U.S. trade with Canada 
by SITC category. Manufactured products accounted 
for nearly 85 percent of the U.S. goods shipped to 
Canada (see fig. 6). The machinery and transportation 
equipment sections (SITC sec. 7) constitute the major 
area of bilateral trade between the United States and 
Canada. A large portion of this commerce is trade in 
motor vehicles and parts and is governed by a 1965 
bilateral agreement that provides for duty-free 
treatment for imports of specified automotive products. 
An indication of the degree of integration between the 
Canadian and U.S. automotive sectors is the similarity 
of traded items flowing in both directions across the 
border. 

The leading products exported to Canada from the 
United States included parts of motor vehicles, 
automobiles, and circuits. These leading products 
represented about 22 percent of the total of U.S. 
exports to Canada in 1990 (table A-7). 

U.S. imports from Canada increased slightly (3.6 
percent) during the year, hitting a level of $91.2 billion. 
Manufactured items represent almost 71 percent of the 
goods imported from Canada. In terms of overall U.S. 
purchases, Canada accounts for an 18-percent share. 
Among the leading items imported from Canada in 
1990 were automobiles, motor vehicle pans, crude oil, 
newsprint, coniferous wood, and natural gas. The top 
10 imported items account for 43 percent of overall 
imports from Canada. Of particular note in the 
imported items is the shift between 1989 and 1990 to 
larger autos. This shift represents a return to the 
Canadian sales pattern of 1988. (See table A-8.) 

Major Policy Developments Affecting Trade 

Constitutional Crisis 
In recent years Canada has experienced a 

constitutional crisis related to the place of the 
French-speaking pmvince of Quebec in the Canadian 
federal structure. An impasse was reached in June 1990 
on this issue when two of the 10 provinces failed to 
approve the Meech Lake Accord. 1(34  

to By way of background, the Canadian constitution of 1982 
was drawn up with the approval of all of the Canadian Provinces 
except Quebec. In order to secure Quebec's acceptance of the 
Constitution, in 1987 Prime Minister Mulroney and the 10 
Provincial premiers drafted the Meech Lake Constitutional 
Accord. [Robertson,  James, The 1987 Constitutional Accord, 
Badcgrounder, BR-166E, Library of Parliament, Ottawa, June 4, 
1987.J The accord would have amended the Constitution to 
designate Quebec a "distinct society" within Canada, entitling it 
to special consideration in protecting its French linguistic and 
cultural heritage. [See, for example, "Developments in Canada's 
Constitution: An analysis of the Meech Lake Accord," 
Department of Economic Research, Toronto Dominion Bank, 
January 1990.1 Parliament and eight of the Provinces approved 
the accord; the deadline for full ratification by all 10 Provinces 
was June 23, 1990. Manitoba and Newfoundland withheld 
approval of the accord. In an attempt to break the impasse, 
proposals were made to reopen the accord to amendments, among 
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Table 12 
U.S. merchandise trade with Canada, by SITC Nos. (Revision 3),1988-90 

(Thousands of dollars) 

SITC 

no. Description 1988 1989 1990 

U.S. exports 
0 Food and live animals 	  1,759,993 1,902,959 3,764,648 
1 Beverages and tobacco. . 	  65,950 83,038 125,874 
2 Crude materials, inedible, except fuels. 	  1,935,327 2,288,497 2,923,638 
3 Mineral fuels, lubricants and related materials 	  1,447,357 1,678,317 2,154,800 
4 Animal and vegetable oils, fats, and waxes 	  37,302 47,010 57,524 
5 Chemicals and related products, n.e.s 	  3,750,653 4,210,236 6,050,164 
6 Manufactured goods classified chiefly by material   	 5,545,050 5,865,041 9,822,800 
7 Machinery and transport equipment 	  32,853,593 33,194,049 42,746,260 
8 Miscellaneous manufactured articles 	  4,090,894 4,325,923 7,508,083 
9 Commodities & transactions not classified elsewhere in SITC 16,757,071 21,382,400 3,064,167 

Total all commodities 	  68,243,191 74,977,469 78,217,958 

U.S. imports 

0 Food and live animals 	  3,180,013 3,515,355 3,755,819 
1 Beverages and tobacco 	  511,175 548,983 654,845 
2 Crude materials, inedible, except fuels. 	  7,072,457 7,855,915 7,335,834 
3 Mineral fuels, lubricants and related materials 	  6,696,260 7,741,886 9,810,313 
4 Animal and vegetable oils, fats, and waxes 	  73,033 89,130 92,340 
5 Chemicals and related products, n.e.s 	  3,838,515 3,927,606 4,282,363 
6 Manufactured 	classified chiefly by material. 	  15,447,998 16,697,375 15,774,898 
7 

iloods 
Machinery 	transport equipment 	  36,253,116 39,123,230 40,753,015 

8 Miscellaneous manufactured ankles 	  3,639,889 3,600,183 3,588,667 
9 Commodities & transactions not classified elsewhere in SITC ... 3,966,165 4,887,988 5,150,214 

Total all commodities 	  80,678,621 87,987,651 91,198,308 

Note.—Data before 1989 are estimated. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 

The perception that the constitutional difficulties 
underlie more serious problems has affected investment 
in Canada. 105  Reports of a flight of foreign capital, 
coupled with Prime Minister Mulroney's low approval 
rating, have led to speculation as to possible long-term 
damage to the country's economy. 

Ontario is the most important Canadian Province in 
terms of the volume of trade with the United States, 
and Quebec is second. Quebec's top traded products in 
1990 were as follows: 

us—Continued 
them special recognition on women's and native people's rights. 
Quebec refused to consider any deviations from the terms el the 
original accord, maintaining that it would consider changes only 
after Meech Lake was fully ratified. Pee, for example, Simpson, 
Jeffrey, "The Two Canada'," Foreign Policy, Number 81, Winter 
1990-91, pp. 71-84 also Tonra, Ben, "Canada's Identity Crisis: 
A Background Review," Washington: Center for Strategic and 
International Studies, CSIS Policy Papers on the Americas, 
Vol. II, Report No. 1, Feb. 5, 1991.1 

1°5  Business investment fell by 6.6 percent in 1990. Royal 
Bank of Canada, Econoscope, p. 8. 

Exports 
	

Imports 

Newsprint paper 	 Passenger automobiles 
and chassis 

Aluminum 	 Crude petroleum 
Passenger automobiles 	Electronic tubes 

and chassis 	 and semiconductors 
Telecommunications and 	Telecommunications and 

related equipment 	 equipment related 
Aircraft engines and parts 

In two of the categories of leading traded items (autos 
and telecommunications equipment), the same products 
are significant in both directions. 

At yearend the question of Quebec's continued 
association with the rest of Canada was the subject of 
ongoing study by the Federal Government and the 
Provincial government, as well as by the leading 
political party in the Province. 106  

"6  In early 1991 at least three separate commissions or study 
groups have come forward with or are developing suggestions for 
resaiintion of the Quebecinatkaal unity issue. These include: the 
"Maim Report," issued January 29, 1991 by Quebec's ruling 
Liberal Party-, the Report of the Commission on the Political and 
Constitutional Future of Quebec (better known as the 
Belanger-Campeau Report), issued on March 27, 1991; the report 
of a Federally appointed group (the Spicer Commission) 
established to canvass the country and hold nationwide hearings is 
expected later in 1991. The latter is to develop recommendations 
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Manufactured goods 
$66.1 /84.5% 

All other goods 
$3.1/4.0% 

Fuel/raw materials 
$5.1/6.5% 

Manufactured goods 
$64.4/70.7% 

All other goods 
$4.5/4.9% 

FueVraw materials 
$1 7.1 /1 8.8% 

Figure 

U.S. trade with the Canada by product sector, 1990 

U.S. Exports 
(Billion dollars and percent) 

U.S. Imports 
(817/ion dollars and percent) 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Canadian Goods and Services Tax 

On December 17, 1990, the broad-based goods and 
services tax (GST), proposed by the Mulroney 
government in 1989, was formally enacted.k" 
Implementation of the 7-percent value added tax on 
January 1, 1991, concluded a key structural reform of 
Mulroney economic policy. Replacing the existing 
Federal manufacturers excise tax, the GST applies to a 
wider range of Canadian goods and services. The 
rationale for the GST was its provision of a more 
equitable and stable system of revenue collection, 
designed to attack mounting deficits, maximize global 
competitiveness, and improve the welfare of lower and 
middle-income Canadians. 108  Advocates argued that 
although the tax would have negative effects, such as 
increased inflation, in the transition period, it would 
still produce significant long-term benefits. 

Features of the GST 
The GST is administered at a uniform rate of 7 

percent on virtually all goods and services. Although a 
wider range of goods and services will be subject to the 
tax than previously was the case, the lower rate of 7 
percent is expected to generate the same revenue as the 
preexisting manufacturers tax. 1139  The price of some 
goods and all services, formerly tax free, will increase 
because of the GST. The tax on other goods, however, 
has been reduced from 133 percent to 7 percent"° 
Although the ultimate burden of the tax is expected to 
fall principally on the consumer, the tax will be 
collected by each business or individual along the 
production and distribution chain. 111  So as to avoid an 
amplifying effect, businesses will be allowed to claim 
credits for GST paid. 112  Since the GST is a 
consumption tax, exports will be "zero-rated," 
removing the bias of the manufacturers excise tax in 
favor of imports. Zero-rated goods are exempt from the 
GST tax yet are eligible for input tax credits on any 
taxable materials and services used in the production 
process. Other "zero-rated" goods include basic 
groceries, medical devices, prescriptions, agricultural 
and fish products, international freight, transportation 
services, and investments. Merchandise imports will be 
taxed at the same rate as Canadian-made products on 
the duty-paid-value of the good. 113  

106—Continued 
on the future of Canada and proposals for constitutional 
"roconfederation." 

11:" International Trade Reporter, Jan. 2, 1991,  p. 32. 
142  "New Canadian Consumption Tax To Make Exports More 

Competitive, Minister Says," International Trade Reporter, 
Aug. 16, 1989, p. 1072. 

1$$ Business America, Apr. 22, 1991, p. 9. 
11$ Induding goods such as autos, home appliances, and 

computers. See "Canada's New Goods and Services Tax Has 
Implications for U.S. Exporters," Business America, Aug. 13, 
1990, p. 12. 

111  To offset the impact of the tax on lower and 
middle-income Canadians, the Government will offer tax credits 
available in four equal installments during the year. Offical 
estimates report that 37 percent of households will actually see 
their tax burden reduced. OECD, Economic Survey, Canada  
1989/90, p. 75. 

112 "Canada's GST Is No Party," Northeast. International 
Business, March 1990, p. 9. 

113  The duty-paid value is equal to the customs value plus 
import duties. 

Although the tax was originally proposed at 9 
percent, the House of Commons Finance Committee 
recommended that it be reduced by 2 percentage points 
to lessen the inflationary impact. 114  At the 7-percent 
rate, the GST is expected to result in a one-time 
inflationary rise of 1.25 percentage points. 115  The 
2-percentage-point drop was also expected to reduce 
the impact on consumer prices by half.' 16  The most 
important task reportedly facing monetary and fiscal 
authorities will be to contain the second round 
inflationary effects of the GST.I 17  In the long term, 
investment is considered likely to benefit from the 
newly imposed tax. Since full GST credit will be 
available on capital equipment used in domestic 
operations, investment will be cheaper for companies 
in Canada than before. 

Opponents of the GST view the tax as an additional 
burden on the Canadian people, since some items that 
were formerly tax free will be included in the GST 
umbrella. ' is Opponents also argue that the tax is 
regressive, and that the tax credits available for low 
and middle-income Canadians are not indexed to 
inflation. Consumer advocates assert that businesses 
will take advantage of the confusion over the tax and 
raise prices by more than the tax increase or will avoid 
passing on tax savings. Some unions threatened to 
boost wage demands, to compensate for lost purchasing 
power.IIv It has also been argued that the terms of the 
GST are inconsistent, with too many exemptions being 
allowed before the Government is able to adequately 
assess how the tax would affect the Canadian 
economy. 120  

The Government contends that the GST is a more 
efficient and effective revenue-collecting mechanism, 
vital to the performance of the Canadian economy. 121 

 The GST is not, however, intended to provide the 
Government with additional revenue. Replacing the old 
tax, the GST rearranges the tax burden without 
increasing it. 122  The tax is expected to enhance savings 
and investment, thereby improving the productive 
capacity of the Canadian economy, and dampen 
spending. 

114  International Trade Reporter, Dec. 6, 1989, p. 1610. 
115 Economic Intelligence Unit, Country Report on Canada, 

No. 1 1990, p. 9. 
11. International Trade Reporter, Dec. 6, 1989, p. 1610. 
117  OECD, Economic Outlook, December 1990, p. 88. 
11$ Cliff Massa M and David Raboy, "The Canadian 

Value-Added Tax: Does Anybody Care?" Tax Nola, Oct. 23, 
1989,p. 485. 

117 
 

Malloy, Michael T. and Urqhardt, John, "Canada's 
Mulroney, at Low Point in Popularity, May Have to Pack the 
Senate to Get Tax Passed," The Wall Street Journal, Sept. 26, 
1990,

1"1
p. A 13. 
 The major pm* ts of both sides of the Canadian public 

debate on the GST are outlined in Policy Options Politiques, 
July/August 1990, pp. 3-10. 

12  Official estimates place efficiency gains at a 2-percent 
increase in GDP, which is more than one-half the estimated gain 
accruing from free trade with the United States. OECD, Economic 

Surrgidi 	11.91'rr(9°.  P.1  "Our Record Speaks for Itself," Wall 
Street Journal, Jan. 10, 1990, p. A 11. 
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Effects on the United States 

The significance of the Canadian GST to the 
United States has been stated as follows by one 
bilateral commentator: "With harmonization of 
European value-added tax in 1992, and a modest 
Japanese value-added tax already in place, American 
businesses will face border tax adjustments in countries 
which are responsible for more than 60% of all US 
trade within the next two years."I 23  The GST is not 
expected to put U.S. exporters at a serious 
disadvantage.I 24  

U.S. companies currently doing business in Canada 
or contemplating it will have to make the adjustments 
required by a new tax regime. Since the old system did 
not effectively tax imports, Canadian importers of U.S. 
goods will be subject to higher taxes under the GST. 
Whereas some industries will experience an overall tax 
increase, others will enjoy a tax reduction from 13.5 
percent to 7 percent. 11-3  The manufacturing sector is 
likely to benefit, whereas services, formerly exempt, 
could be adversely affected because of GST-induced 
price increases. U.S. companies that purchase from 
Canada should be helped by the GST, because of 
reduced prices due to the rebate of GST at the 
border. I 

Inter-Provincial 'Trade Barriers 

While Canada is increasing trade ties with the 
United States under the regular annual reduction of 
duties according to the FTA, considerable nontariff 
impediments to trade between Canadian Provinces still 
exist. 127  Since the inauguration of the free-trade 
agreement in 1989, Prime Minister Mulroney has 
promoted domestic trade liberalization as being in the 
national interest and has embarked on a campaign to 
eliminate inter-Provincial trade barriers. Two years 
later, although some progress has been made towards 
structural reform, a mechanism to eventually eliminate 
inter-Provincial barriers has not yet been put into place. 

The barriers remain a major obstacle to the full 
realization of the economic benefits available from the 
FTA. In a report released on September 14, 1990, the 
Organization for Economic Cooperation and 
Development (OECD) reemphasized the inhibiting 
nature of such barriers.'" Delay continues to plague 

123  Massa & Raboy, "The Canadian Value—Added Tax .. .," 
p. 488. 

124  Business America, Apr. 22, 1991, p. 9. 
123  Ibid., p. 25. 
126  The Canadian Manufacturers Association has estimated that 

the GST will increase Canadian exports between $1.25 and $2 
billion annually over the next 2 years. Clyde H. Farnsworth, 
"Canada's New Tax on Sales To Aid in Trade With U.S.," New 
York Times, Ian. 20, 1991. 

127 Leo Ryan, "Interprovincial Trade Bathers Are Coming 
Down," Journal of Commerce, Dec. 13, 1990, p. 9A. 

121  "Although some progress has been made in reducing the 
scope for discriminatory provincial procurement procedures, 
barriers to inter—provincial trade (certification and licensing 
procedures, restrictions on trade in agricultural products and 
alcohol) remain significant. These bathers reduce economic 
efficiency and welfare." Organization for Economic Cooperation 
and Development, Economic Survey, Canada 1989/90, Paris, 1990, 
P. 87. 

the signing of a nationwide agreement as the Federal 
and Provincial Governments disagree on fundamental 
elements of cooperation. As yet, no constitutional 
guarantee exists for the free movement of goods 
inter-Provincially. 

At least 300 types of domestic barriers exist in 
Canada.'" Two hundred barriers are estimated to 
affect agricultural products alone. 13° Government 
procurement policies are particularly significant. Even 
when bids are competitive, Provincial governments 
afford preferential treatment to local (i.e provincial) 
suppliers. In the Maritime Provinces, for example, 
tenders are restricted to the Province when there are no 
more than three Provincial suppliers. All Provincial 
governments afford a . 5- to 10-percent premium for 
local suppliers as wel1. 131  Limitations are also placed 
on the movement of certain products between 
Provinces, whereas local suppliers tend to be supported 
by industrial and Provincial subsidies. Provincial liquor 
boards ensure that beer produced in a given Province is 
not sold outside of that Province. 132  National 
marketing boards 133  also control inter-Provincial trade 
through licensing, often restricting out-of-Province 
supplies. Other support programs, such as packaging 
standards, can similarly distort the movement of goods. 
For example, certain soft drinks are limited because of 
varying bottle-size regulations. Fresh tomatoes 
packaged in imperial-size containers in Quebec cannot 
be marketed in Ontario, where metric containers are 
standard. Twelve major barriers cited in a report 
produced by the Council of Maritime Premiers in early 
November included government procurement 
contracts, liquor board practices, highway construction 
tenders, product safety and labeling requirements, 
supply management boards, crown corporation 
policies, professional services, direct grants and 
subsidies, loan boards, regional development 
incentives, trucking regulations, and Provincial 
advertising contracts. 134  

Provincial regulatory policies and programs serve 
to inhibit the economic integration of the Canadian 

179 /bid.  
130  Royal Bank of Canada, Econoscope, p. 24. 
131  OECD, Economic Survey, Canada 1987/88, p. 75. 
132  The issue of the distribution and pricing practices with 

regard to the sale of U.S. beer sold in Canada has come under 
closer scrutiny in the United States. For further details, see 
"Enforcement of Trade Agreements and Response to Unfair Trade 
Practices" section in ch. 5. 

133  Groups of producers in Canada make up more than 100 
marketing boards, which control the marketing of products. 
These boardsoperate under authority delegated by Provincial 
governments. Canadian marketing boards often strive for 
Provincial self—sufficiency, disregarding comparative advantage. 
In addition, quotas for certain agricultural commodities are not 
transferable between Provinces, thus fragmenting the domestic 
market. OECD, Economic Survey, Canada 1988/89, p. 105. 

The functioning of marketing boards may include price 
negotiation, designation of sales agents, establishment of 
production and trade quotas, and the setting of transport 
allowances. See also Agriculture Development Branch, 
Agriculture Canada, Directory of Agricultural Marketing Boards 
in Canada 1988, Ottawa, 1988. . 

134  "U.S.-Canada Report on Free Trade," a private newsletter, 
Nov. 5, 1990, p. 2. 
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economy, frustrating not only the competitive position 
of Canadian businesses, but the economic welfare of 
the Canadian people as wel1. 135  As a result, higher 
costs are passed on to private as well as government 
consumers. Canadian supporters of the free-trade 
agreement argue that the lack of integration within the 
Canadian economy diminishes the potential benefits of 
the free-trade agreement. 136  Those who oppose the 
elimination of Provincial protectionism cite fears of 
unemployment as a result of possible loss in market 
share. Supporters, however, note the long-term benefits 
of such liberalization. 

Discussions on the elimination of inter-Provincial 
trade barriers throughout 1990 were slow paced and 
tended to focus on sector-specific issues. An agreement 
on beer, for example, is ready to be enacted as soon as 
Provinces that make up at least 80 percent of the 
Canadian market endorse it.I 37  This agreement would 
allow beer to move between Provinces by December 
1991, but discriminatory pricing would remain until 
January 1995. 

At their annual meeting in Winnipeg on August 15, 
1990, 9 out of the 10 Provincial premiers agreed to 
remove inter-Provincial trade barriers on Provincial 
Government purchasing. 138  The agreement, scheduled 
to be signed at the end of October, required the removal 
of impediments to government purchases and the 
elimination of preferential treatment for suppliers 
within a Province. The premiers considered this to be 
the first significant step towards the eventual 
elimination of Provincial protectionism. By the end of 
November, however, only eight Provinces had signed 
the agreement. 139  On December 16, Prime Minister 
Mulroney announced that the Federal Government 
would consider extending Provincial powers in return 
for an agreement on the elimination of all 
inter-Provincial barriers. 148  

133  Cited in a report released by the Council of Maritime 
Premiers after a November meeting in Charlottetown, P.E.L. 
"U.S.-Canada Report an Free Trade," thid. 

136  Strategic° Inc., "Matting It Work," p. 19. 
In The provinces of New Brunswick, Nova Scotia, and 

Manitoba reportedly refused to approve the agreement. Corcoran. 
Terence, "Canadian Community Stalls Free Trade," Globe and 
Mail, Nov. 10, 1990. 

136  "Canadian Premiers Reach Agreement on Freeing 
Interprovincial Trade," International Trade Reporter, Aug. 22. 
1990, p. 1310. It is noteworthy that purchases of construction 
materials and services were not covered by the agreement. 

129  Nova Scotia declined to sign the deal until a successor to 
former Premier John Buchanan was appointed. International 
Trade Reporter, Jan. 2, 1991, p. 27. 

14° On Dec. 19, 1990, Quebec Premier Robert Boumssa stated 
that Quebec would acknowledge the Provincial agreement on 
government monument on the basis of a series of identical 
bilateral accords with each Province. The separatist position of 
Quebec throughout inter-Provincial discussions has contributed 
significantly to the delay in barrier elimination. "Quebec Sets 
Conditions on Deal to Lift Barriers to Freer hnerprovincial 
Trade," ibid. 

United States-Canadian Bilateral Trade 
Issues 

Overview 

The United States-Canada Free-Trade Agreement 
(FTA) continued to be the centerpiece of bilateral 
relations during 1990. 141  While the phasein of bilateral 
duty reductions continued on schedule, the notion of 
wider trading blocs was gaining greater acceptance. In 
the North American context, this concept was given 
increased prominence by the joint announcement in 
June 1990 of the presidents of Mexico and the United 
States 

42
to enter into negotiations toward a separate 

FrA. 1 

In September 1990, Canada announced (with the 
acquiescence of the United States and Mexico) that it 
would participate in trilateral consultations leading to a 
decision on whether or not it would become a party in 
the negotiations toward a North American FTA 
(NAFFA). 143 

The Canadian Government has indicated that it is 
interested in a broad agreement encompassing 
intellectual property rights, all goods and services, 
investment, and a range of issues similar to those under 
consideration in the Uruguay Round. Two-way trade 
between Canada and Mexico is only about $2 billion, 
compared with the $169 billion between the United 
States and Canada, and shipments from Mexico 
represent only 1.3 percent of Canada's total imports. 1" 

Canada's desire to expand its economic ties with 
Mexico, though important, may well be secondary to 
its desire to participate in any North American dialogue 
on trade. Canadian trade analysts have stated that 
Canada wishes to preserve its rights under the United 
States-Canada FTAI 46  and address unanswered longer 
term questions (such as future energy flows of natural 
gas and oil as well as trade in automobiles and 
parts).146  

Thus, 1990—the second year of the FTA—may be 
viewed as a year of stabilizing and reinforcing the 
economic ties established in the bilateral agreement. 
That year also served as a period for examining the 
possibility of broadening the trade pact into a 
hemispherewide pact. 

141 A more complete discussion of the bilateral agreement 
follows later in this section. 

142  The evolution of the United States -Mexican negotiations 
is discussed separately in the section on Mexico, below. 

143  The three Governments announced in early 1991 that the 
goal of a North American FTA would be pursued. 

144  U.S. Department of State Telegram, Sept. 25, 1990, 
Ottawa, message reference No. 07862. Mexico ranked as 
Canada's 17th-largest trading partner in 1988. 

143  Drew Fagan, "Canada bins Trade Talks," Globe and Mail, 
Sept. 25, 1990, p. Bl. 

146  Canada's role in the United States-Mexican FTA 
negotiations and the effects of Canadian participation are 
discussed in USTTC, The Likely Impact on the United States of a 
Free Trade Agrement with Mexico, USITC Publication 2353, 
February 1991. 
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United States-Canada Free-Trade Agreement 

Given the great deal of interest in the U.S.-Canada 
FTA, particularly north of the border, indicators of the 
agreement's impact were being sought even after only 
2 years of a scheduled 10-year tariff reduction plan. 

Since the two countries first announced their intent 
to enter into negotiations towards a free-trade 
agreement, interest in the agreement has always been 
greater in Canada than in the United States. Over 
three-fourths of Canada's trade is with the United 
States, whereas only a little less than one-fifth of U.S. 
trade is with Canada, and the Canadian economy is 
more heavily dependent on exports. 

Most experts agree that 2 years is too short a time 
to provide a definitive reading of the ETA's effects. 
Although duties on some items were eliminated as soon 
as the FTA went into force, most of the tariff 
reductions resulting from the pact are spread out over a 
10-year period, with small decreases taking place each 
year. Thus, the effects of these duty reductions are not 
likely to be dramatic or felt immediately. One of the 
successes of the FTA is the accelerated duty reductions 
that have already been implemented. These are 
reductions over and above those agreed to in the text of 
the pact itself. Already tariffs have been eliminated on 
over 400 products, accounting for $6 billion in bilateral 
trade. 147  Other changes instituted under the FTA may 
be more significant than duty reductions. Liberalization 
of rules governing trade in services, investment, etc., 
may have a more profound effect on future trade flows. 
The current recession in Canada has further 
complicated attempts to isolate the effects of the FM. 
Plant closings and labor movements are attributed to 
either the economic slowdown or the FTA, often 
depending on the political position of the person or 
group making the argument." 8  

Two Canadian analyses of the FTA have appeared 
recently. Royal Bank of Canada study 149  asserts that 
any assessment of the effect of the FTA is made more 
difficult by the onset of recession in Canada and that 
the recession is made worse by high real interest rates 
and a high exchange rate, both of which are the result 
of Canada's deficit problem. Despite these factors, the 
study found that for the industries in Canada 
experiencing difficulty, "the FTA has not been a major 
contributor to those problems." The report addresses 
the problem of plant closings: "There is no clear proof 
as yet that Canada is, on balance, losing manufacturing 
jobs and investment because of free trade." The review 
found that although the FTA dispute-settlement process 

147  These reductions are the result of the first round of 
accelerated tariff elimination negotiations, which went into effect 
on Apr. 1, 1990. The second round of such talks has generated 
over 500 petitions from private industry in both countries. For 
further information on accelerated duty reductions, see USITC, 
OTAP, 41st Report, 1989, USITC Publication 2317, 
September 1990, p. 99. 

148  "Year Two of the Canada—US. Free Trade Agreement—
Making It Work," Strategioo, Inc., Ottawa, December 1990. 

149  "Free Trade Agreement: Second—Year Review," 
Econaseope, vol. 15, No. 1, February 1991.  

had contributed to a "more orderly review of trade 
disputes," the GATT system had failed to improve 
dispute rulings, and there was more room for 
improvement on AD and CVD rules. 

The second Canadian assessment was provided by 
a private sector company. 150  The report finds that, 
given the increasingly intense environment of 
international competition, the breakdown or stalemate 
in the Uruguay Round talks, and the entry of Mexico 
into the free-trade arena with the United States, the 
FTA is "more important than ever." The imple-
mentation of the pact can be improved upon and 
Government policies can be put into effect to more 
directly support the free-trade initiative, according to 
Strategico. The report hedges on the economic impact 
of the FTA 151  but concludes that a well-grounded FTA 
does provide the basis "for a strong recovery and the 
development of . . . increased potential." 

In approving the FTA, Congress required a biennial 
report on the agreement's effectiveness beginning after 
the first 2 years of its operation. That report was issued 
by the White House in January 1991. 152  The President 
reported that implementation of the FTA had proceeded 
smoothly during the first 2 years of the agreement. The 
number of disputes that arose during the period was 
"remarkably few," according to the report. 153  The 
report cited as "disappointing" the fact that Canada 
would not agree to increase the content requirements 
under the Auto Pact, even though most members of the 
Select Panel on Automotive Trade, established by the 
FTA, had recommended such a move. In short, the 
report was a positive assessment of the first 2 years of 
operation of the bilateral agreement. 154  

There are still several areas of unfinished business 
under the agreement. These areas include subsidies, 
government procurement, agriculture, automobiles, and 
standards. Since some of these issues were under 
discussion multilaterally in the Uruguay Round, it is 
unlikely that there will be any bilateral progress until it 
is determined what, if any, progress is likely on the 
GATT front. Observers on both sides of the border 
argue that as more and more companies become "North 

158  Strategic* study, above. 
151  The Strategico study states— 

The only honest, if unsatisfying, conclusion is that it is premature 
to reach any final judgments about the economic impact of an 
agreement that will take eight MOM years to implement. What 
we are seeing today is much more heavily influenced by the 
unfavourable circumstances of excessively high interest rates and 
an uncompetitive Canadian dollar which results in a significant 
shift in advantage away from Canadian producing centres and 
toward centres in the U.S. 

Ibid. 
152  UM, The United States—Canada Free—Trade Agreement, 

Biennial Report, January 1991. 
153  The report goes on to state, "Those disputes that did arise 

generally concerned issues that pre—dated the PTA and for which 
the FTA did not change the substantive trading rules." p. 1. 

154  "The provisions for binational review of final 
determinations under national anti—dumping and countervailing 
duty laws have been implemented in a responsible manner, and 
likewise helped reduce points of bilateral friction." U.S. 
Department of State, Briefing Book, "U.S.—Canada Free Trade 
Agreement." 

110 



American," the issues that are currently seen as 
"pro6lems" will gradually fade away. 

The main Canadian concerns about the effects of 
the FTA have been about plant closings in Canada. The 
Strategico report responds directly to the lists of layoffs 
attributed to the FTA and published by the Canadian 
Labour Congress (CLC). A recent CLC list, according 
to the private study, included as much as 25 percent of 
the layoffs in industries not even covered by the FTA. 
The CLC list, according to the Strategico report, 
overlooks what would be considered "normal" layoffs. 
The report states that "the [CLC] suggestion that the 
jobs have emigrated to the U.S. is hard to square with 
the substantial layoffs in that country." 155  

Two dispute-settlement mechanisms are established 
under the provisions of the FTA. The first, under 
chapter 18, is for disputes regarding the interpretation 
or application of provisions of the FTA other than those 
affecting financial services, antidumping (AD), and 
countervailing duty (CVD) cases. The second, under 
chapter 19, is for binational panel review of 
antidumping and countervailing duty cases. Both 
procedures establish binational panels to resolve the 
disagreement. 156  

Two panels have been convened in the first 2 years 
of the FTA under chapter 18, and they involved 
Canadian restrictions affecting salmon and roe herring 
and U.S. minimum size requirements for lobsters.b 
Both of these panels ruled in favor of the United 
States. 158  

The AD/CVD dispute-settlement process has 
resulted in 15 cases filed in the first 2 years of the FTA, 
with 10 of those resolved by the end of 1990. 159  In 
most cases the panel decisions were unanimous. 188  The 
amount of trade under dispute (i.e., contested under the 
FTA dispute-settlement mechanism) is small—less 
than one-half. of 1 percent of the value of bilateral 
trade. Most cases under dispute have involved 
agricultural commodities. Agriculture in general and 
agricultural support programs in particular accounted 
for most of the work of the binational Secretariats 
established to oversee the settlement of United 
States-Canadian trade disputes. 

in Strategic* study, above, p. 4. 
156  For a more complete description of the dispute-settlement 

prowss under the FTA, see USITC, OTAP, 41st Report, 1989, 
USITC publication 2317, September 1990, pp. 99-100. 

U.S. Department of State, Briefing Book, "U.S.-Canada 
Free Trade Agreement." 

USTR, The United States-Canada Free-Trade Agreement, 
Biennial Report, p. 32. 

155  Action was completed on 8 cases in 1990. One case, 
concerning induction motors, was initiated by the United States. 
It was later dropped. Seven cases were initiated at the request of 
Canada. The products included were: red ras fries, pavmg 

rails (3 cases). 
equall nt  The (2 

case
s), a 'binational panel may itself be reviewed 

by an Extraordinary Challenge Committee. '1Lis procedure was 
not invoked during the first 2 years of the FTA's operation. 
However, such a challenge did take place in a case involving 
pork from Canada in early 1991. See below. 

The Canadian private sector report states, ". . . the 
management of disputes under the agreement has been 
remarkably successful and fair to both parties and the 
agenda of outstanding irritants between the two 
countries

-
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	than less troublesome th at almost any time in 
the past.   

Canadian Pork 
In July 1989, the International Trade 

Administration (ITA) of the Department of Commerce 
determined that producers and exporters in Canada of 
fresh, chilled, or frozen pork were being provided 
benefits that constitute subsidies within the meaning of 
the countervailing duty law; and in September 1989, 
the USITC determined that an industry in the United 
States was threatened with material injury by reason of 
imports of subsidized fresh, chilled, or frozen pork 
from Canada.182  Among the issues that the agencies 
addressed in the investigation were whether the 
industry concerned consisted of only pork producers 
(i.e., packers/processors) or both producers and live 
swine growers; and the extent to which a subsidy to a 
primary product may be passed along in the production 
process. Binational Panel proceedings were brought 
challenging the determinations of both agencies. 

In August 1990, after a statistical discrepancy was 
discovered in the data on which at least part of the 
ITC's determination was based, the case concerning the 
ITC's determination was remanded to the Commission 
by a binational dispute-settlement panel. This was the 
Commission's first remand proceeding under the 
United States-Canada FTA. After making the 
correction, which resulted in a change to the data on 
Canadian pork production, and receiving additional 
information, the Commission reanalyzed the evidence 
and reaffirmed its prior detennination. 183  

The Commerce Department determination on pork 
from Canada was also the subject of a separate 
binational panel proceeding. By yearend that panel had 
affirmed in part a determination of the ITA in that it 
had properly applied U.S. law in counting subsidies to 
swine producers as subsidies to pork porducers. The 
panel, however, remanded the case to the ITA to 
reconsider several Canadian subsidy programs as part 
of the countervailing determination.)

161 &rate 'co Inc., "Making It Work ," P. 2. tae The affirtnattve decision was made by three 
Commissioners. Two others found in the negative, and a sixth 
Commissioner did not participate. USITC, Fresh, Chilled, or 
Frozen Pork From Canada (investigation No. 701-TA-298 
(Final)), USITC Publication 2218, September 1989. 

1" Between the time of the Commission's original injury 
determination and the remand, two Commissioners, who took 
opposing views in the original determination, left the ITC. The 
new decision was 2-1 in favor of threat of injury, as opposed to 
3-2 in favor of threat orienally. See USITC, Fresh, Chilled or 
Frozen Pork From Canada (investigation No. 701-TA-298 
(Final)), USITC Publication 2330, October 1990. 

1" "Status Report of Cases," United States-Canada Free-Trade 
Agreement, Binational Secretariat, U.S. Section, Jan. 30, 1991. 

The ITA Determination on Remand was ordered to be 
reviewed by the binational panel  on Jan. 3, 1991. In a March 
1991 decision, the panel affirmed in part the ITA remand 
determination and again remanded the case to ITA for further 
reconsideration of two provincial support programs. 
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While the Commerce and Commission 
determinations were being reviewed bilaterally under 
the terms of the FTA, a related consultation was also 
being pursued multilaterally in the General Agreement 
on Tariffs and Trade (GATT), where Canada had taken 
the case after the original determination of the 
Department of Commerce found countervailable 
subsidies of Canadian pork. 166  The central issue in the 
GATT consultation was the question of a pass-through 
of a benefit from one level of production to another. 
The Commerce Department had found that Canadian 
pork producers benefited (and the ITC subsequently 
found U.S. pork producers were threatened with injury) 
because of subsidies paid to pig farmers at the primary 
production level in Canada. 'w A GATT panel was 
formed, and the panel subsequently issued a finding 
that supported the Canadian contention. The GATT 
panel found that the U.S. countervailing duties on pork 
from Canada were being levied in a manner that was 
inconsistent with GATT rules. 167  At yearend the issue 
was still awaiting resolution in the GATT; the United 
States had not accepted the GATT panel report.'" 

165  The GATT consultation concerned the International Trade 
Administration (TTA)-Commerce determination and not the ITC 
findings. 

See separate discussion in chapter 2, above, under "Dispute 
Sada:lent" heading, "Panels and Followups Examining U.S. 
Measures." 

167  The GATT panel report states, "The U.S. may impose a 
countervailing duty on pork only if a subsidy has been 
determined to have been bestowed on the production of pork; the 
mere fact that trade in pork is affected by the subsidies granted to 
production of swine is not suffician." However, the panel also 
made clear that it had not made a finding that the countervailing 
duty should not have been levied at AL The panel noted that its 
mandate led it to nde merely that the subsidy determination in 
the case was not in conformity with the GAIT article in question, 
art. 'IL 3. 

is Meanwhile, the binational panel that reviewed the ITC case 
in the summer of 1990 returned to the issue and remanded the 
case yet again to the Commission in January 1991. This is the 
first instance of a case being remanded for a second time under 
the bilateral trade pact. The language of the panel's second 
remand was unusually blunt: 'The Panel has found that the ITC's 
failure to follow its own notice was an error of law and that the 
majority Commissioners' findings of a threat of imminent material 
injury are not supported by substantial evidence." 
["Memorandum 	on and Order Regarding TPC's 
Determination on 	and," Jan. 22, 1991, p. 37.] The 
Commission was given 3 weeks to report back to the binational 
panel. It did so on February 12, 1991, when it unanimously 
determined that there was no injury or threat thereof to a 
domestic industry in the United States. The Commission majority 
opinion said: "Notwithstanding this determination, this Second 
Panel Decision violates fundamental principles of the United 
States-Canada Free-Trade Agreement and contains egregious 
errors under U.S. law. Had this decision come fran the Court of 
International Trade, ... we would have directed counsel to 
appeal it to the Court of Appeals for the Federal Cita& . thus, 
we will not change our practice or procedure to conform with 
[certain] aspects of the Panel opinion . . ." [USITC, Fresh. 
Chilled, or Frozen Pork from Canada, Views on Second Remand 
in investigation No. 701-TA-298 (Final), USITC Publication 
2362, February 1991, pp. 3-4.] 

"We disagree with what we consider to be the Panel's faulty 
disposition of the appeal in this investigation: However; because 
we are bound by the Panel's determination that there is no 
substantial evidence of any likelihood of product shifting, or of 
causation, we determine that a domestic industry is not materially 
injured . . -Due, however; to the number of legal errors and 
violations of the FTA contained in the Panel's Second Remand 
Decision, 	v47. not, in fume investigations, regard as 

Japan 

The Economic Situation in 1990 

Japan's economy continued to expand in 1990, 
with real GNP growing by 5.6 percent, compared with 
4.8 percent in 1989. This was the 4th straight year of 
growth since late 1986. 169  Domestic demand continued 
to fuel economic growth. Plant and equipment 
spending grew by 13.7 percent in real terms and 
xcounted for 19.7 percent of nominal GNP. Consumer 
spending grew at an annual rate of 4.0 percent. Japan's 
per capita GNP of $21,020 was the highest of the major 
industrialized countries. 

Japan's worldwide merchandise trade surplus 
decreased by 18.5 percent, from $64.3 billion in 1989 
to $52.4 billion in 1990. 170  This level represented a 
continuing decline in Japan's trade surplus since 1987. 
Some analysts suggested that the decline would not 
have been as large if the costs of Japan's oil imports 
had not risen as a result of the Gulf War. Japan's oil 
imports increased by 112 percent in value during 
1990. 171  Japan's exports reached an estimated $287.0 
billion in 1990, representing an increase of 4 percent 
over the 1989 level of $275.2 billion. Japan's imports, 
meanwhile, expanded faster, at 10 percent, partly as a 
result of the weak dollar, which made imports cheaper. 
Japan's current account surplus declined from $57.2 
billion in 1989 to an estimated $35.8 billion in 1990, or 
by 37.4 percent. The decrease was mainly attributed to 
changes in the services account (increased Japanese 
tourists traveling abroad) and transfer payments 
(primarily Japan's contributions in the Persian Gulf), 
along with the decline in its merchandise trade 
surplus. 172  

In 1990 there was some debate over whether 
fundamental market shifts were occurring in Japan 
following precipitous drops in the Tokyo Stock 
Exchange. During the fast 3 weeks of the year, the 
bond and stock markets responded to a December 1989 
rise in the discount rates, to uncertainties about the 
strength of the yen, and to inflation worries. 173  The 

le-Costimad 

persuasive or follow the procedural or substantive decisions 
curtained in this Decision." [Ibid., p. 27.] 

On March 29, 1991, the United States requested the first 
extraordinary challenge under the VIA. A binational 
extraordinary challenge committee of three judges heard the case, 
and on June 14, 1991 dismissed the U.S. request on the grounds 
that the standards for an extraordinary challenge had not been 
met. The committee's opinion affirms the January 22 order of the 
binational panel 

169  Japan Economic Institute Report. Jan. 11, 1991, p. 1. 
170  Exports are repotted on an f.o.b. basis and imports are 

recorded on c.i.f. basis. Japan Economic Institute Report, Feb. 8, 
1991 p. 3. 

171  "Japanese Trade Surplus Fell 13 Percent in December, Oil 
Price Rise Cited," Wall Street Journal, Jan. 9, 1991. 

172  Japan Economic Institute Report, Nov. 16, 1990, pp. 4 
and 5. 

173  Japan Economic Institute Report, Jan. 26, 1990, pp. 1 
and 2. 
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market rebounded in late March and continued to rally 
until Iraq's invasion of Kuwait on August 2. The stock 
market then suffered some of the biggest single-day 
losses in its history, dropping 22 percent during August 
20-24. By the end of August, individual confidence in 
the market had weakened given the 39-percent decline 
in the Nikkei 174  since the beginning of the year. 175 

 Some analysts claimed that these events marked a 
bursting of the "speculation bubble" in Japan; others 
noted that the stock market decline was a rational 
adjustment of stock prices to the rise in interest 
rates. 176 

The yen ended 1990 stronger than in 1989, after 
surviving a major slide during the first 4 months of the 
year. Following the stock market drop and the rise in 
interest rates, the yen dropped to a 3-year low of 
V159.8 = $1.00 in April. The yen then regained 
strength throughout the remainder of 1990, even in the 
face of changing interest rates, and finished the year at 
a monthly average of V133.7 = $1.00. The 1990 annual 
average for the yen of V144.8 = $1.00 represented a 
depreciation of only 4.7 percent since 1989. 177  

A survey of 379 major Japanese manufacturers 
indicated that sales and profits of these companies had 
reached the highest level in 16 years at the end of FY 
1989 (Mar. 31, 1990). The sales-profit ratio for these 
companies rose to 6 percent in 1990. This rise was 
attributed in part to streamlining of operations and 
expansion of capital. Toyota Motor Corp. was Japan's 
most profitable company as of March 31, 1990, with 
pretax profits of V569.8 billion ($3.75 billion), 
followed by Nomura Securities, with V488.8 billion, 
and NTT, with V484.7 billion. 178  

Japan's consumer price index reached a 9-year high 
in 1990, rising by 3.1 percent over 1989. Higher 
service costs, rising fuel costs, and higher prices for 
fresh vegetables and fruit contributed to the rise in the 
CPI during 1990. The 1990 rise in the CPI was the 
highest since 1981, when it rose by 4.9 percent. 179  

In 1990, Japan's unemployment rate was estimated 
to remain the same as that of the previous year at 2.2 
percent's° A survey conducted by the Economic 
Planning Agency stated that 7 out of 10 Japanese 
companies faced labor shortages, mostly for technical 
or sales staff and skilled workers. Small and 
medium-sized firms were particularly affected by the 
labor shortage. Increased labor costs led some firms to 

174  Tokyo's 225-share stock market average. 
175  Japan Economic Institute Report, Aug. 31, 1990, pp. 7 and 

8. 
1" See "When the Music Stopped," Far Eastern Economic 

Review, Dec. 13, 1989, pp. 41-44. 
1" The yen lost ground against European currencies in 1990, 

for example losing 6.2 percent against the deutsche mark and 11.4 
against the British pound. The yen gained against the 
won, the Taiwan dollar, and Hong Kong dollar but fell 

against the Singapore dollar. These CUITEMCief tend to be more 
closely tied to the U.S. dollar. Japan Economic Institute Report, 
Jan. 18, 1991, pp. 2 and 3. 

17$  FBIS, Daily Report: East Asia, Nov. 30, 1990, p. 7. 
"9  FBIS, Daily Report: East Asia, Jan. 28, 1991, p. 13. 
um Japan Economic Institute Report, Jan. 11, 1991, pp. 1-3. 

raise prices, but reportedly most chose to absorb the 
costs through improved productivity. 181 Japan's  labor 

 force is expected to grow by only 0.7 percent per year 
until 1995 and then decline after 2000 because of the 
declining birthrate and population of working age men. 
The labor supply is predicted to be 65.8 million 
workers in 1995, leaving a shortage of about 520,000 
workers. The Government of Japan plans to cope with 
the shortage by improving productivity and bringing 
more women and older citizens into the workforce. 1" 

Industrial production rose 4.6 percent during 1990. 
Japan's personal savings rate rose by a record 15.7 
percent during the second quarter of 1990, totaling 
185.6 trillion yen. Japan's net long-term capital flows 
declined in 1990 to $43.5 billion, compared with $89.2 
billion in 1989, as Japanese institutional investors 
became more cautious in their overseas financial 
holdings. Japanese purchases of foreign bonds fell to 
$29 billion in 1990, compared with $94 billion in 1989. 
Capital inflows were severely affected by sharp drops 
in stock prices on the Tokyo Stock Market, as investors 
withdrew $13.3 billion in stocks during 1990. With 
yields rising in Japan's bond market, overseas investors 
invested $17.0 billion in these instruments. Direct 
investment inflows to Japan were only $1.8 billion in 
1990, compared with Japan's $47.9 billion in direct 
investment overseas. 

Japanese investment in the United States reached 
$104.4 billion as of March 31, 1990, including $32.5 
billion invested in JFY1989 alone.183  By contrast, the 
cumulative value of U.S. direct investment in Japan as 
of March 31, 1990, was $7.9 billion.'" During 
JFY1989, Japanese investment in the U.S. 
manufacturing sector totaled $15.4 billion, compared 
with $18.2 billion in JFY1988. This represented 727 
cases of new investment totaling $1.6 billion in 
JFY1989. The majority of Japanese investment in the 
U.S. manufacturing sector is in the auto industry. At 
the end of 1989, the Japanese owned 7 auto and truck 
manufacturers and 180 parts suppliers in the United 
States. Japan's real estate investments in the United 
States amounted to $24.6 billion in 1989. The largest 
Japanese investments were in New York, Los Angeles, 
Honolulu, and Chicago.) 85 

Merchandise Trade With the United States 
The U.S. merchandise trade deficit with Japan 

declined by 13.0 percent to $42.7 billion in 1990 from 
$49.1 billion in 1989. The value of imports from Japan 
fell by 3.3 percent from $91.8 billion in 1989 to $88.8 
billion in 1990 (table 13). Imports of manufactured 
goods from Japan (SITC secs. 5, 6, 7, and 8) totaled 
$86.9 billion and accounted for 98 percent of U.S. 
imports from Japan in 1990 (see fig. 7). The largest 

181  EPA study and other information on unemployment cited 
in "Businesses Hard Hit by Labor hostages, " Journal of Japanese 
Trade and Industry, September/October 1990, p. 7. 

1112  Japan Economic Institute Report, July 6, 1990, p. 9. 
183  Japan's Fiscal Year (JFY) is Apr. 1 through Mar. 31 of the 

following year. 
184  Japan Economic Institute Report, July 20, 1990, p. 11. 
1" "Japan's Buying Binge," USA Today, Jan. 9, 1990. 
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Table 13 
U.S. merchandise trade with Japan, by SITC Nos. (Revision 3), 1988-00 

(Thousands of dollars) 

SITC 
section 
no. Description 1988 1989 1990 

U.S. exports 

0 Food and live animals 	  6,740,484 7,283,424 7,323,076 
1 Beverages and tobacco 	  971,005 1,387,231 1,839,113 
2 Crude materials, inedible, except fuels 	  6,419,223 7,232,707 6,877,590 
3 Mineral fuels, lubricants and related materials 	  1,451,287 1,509,649 1,454,548 
4 Animal and vegetable oils, fats, and waxes 	  72,687 67,535 67,854 
5 Chemicals and related products, n.e.s. 	  3,981,594 4,663,893 4,581,762 
6 Manufactured goods classified chiefly by material 	  2,844,761 3,712,407 3,725,479 
7 Machinery and transport equipment 	  9,547,804 11,460,290 14,301,567 
8 Miscellaneous manufactured articles 	  3,477,766 4,782,880 5,184,408 
9 Commodities & transactions not classified elsewhere in SITC  SITC 	 534,964 664,256 783,039 

Total all commodities 	  36,041,575 42,764,273 46,138,436 

U.S. imports 

0 Food and live animals 	  336,525 301,713 303,088 
1 Beverages and tobacco 	  42,312 29,951 31,904 
2 Crude materials, inedible, except fuels 	  164,711 180,485 165,006 
3 Mineral fuels, lubricants and related materials. 	  127,197 140,359 89,489 
4 Animal and vegetable oils, fats, and waxes  	 14,881 17,875 19,185 
5 Chemicals and related products, n.e.s. 	  2,364,142 2,367,382 2,387,213 
6 Manufactured 	classified chiefly by material 	  cipods 7,188,681 7,160.446 6,599,900 
7 Machinery 	transport equipment 	  69,712,076 72,04,273 68,733,657 
8 Miscellaneous manufactured articles 	  8,244,872 8,542,897 9,144,734 
9 Commodities & transactions not classified elsewhere in SRC 	 915,089 1,055,385 1,360,103 

Total all commodities 	  89,110,486 91,841,766 88,834,279 

Note.—Data before 1989 are estimated. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

category of manufactured imports was passenger 
vehicles with engines of between 1,500 cc and 3,000 
cc, which fell from $20.9 billion in 1989 to $19.4 
billion in 1990 but continued to account for 22 percent 
of total manufactured imports from Japan. (See table 
A-9 for leading items exported to Japan.) . 

There continued to be strong demand for computer 
and related products in the United States, including 
high levels of imports of input or output units for 
automatic data processing machines ($3.1 billion); 
parts and accessories for automatic data processing 
machines ($2.7 billion); digital monolithic integrated 
circuits ($2.3 billion), and storage units for automatic 
data processing machines ($23 billion) Imports of 
television cameras increased in value by 7 percent in 
1990 over 1989. Other product categories that 
exhibited increases included video games used with 
televisions (14 percent), parts and accessories of motor 
vehicles (5 percent), photocopiers (3 percent), and 
sound reproducing apparatus (7 percent). Table A-10 
contains information on the leading items imported into 
the United States from Japan. 

As noted above, U.S. imports of autos with engines 
of between 1,500 cc and 3,000 cc from Japan fell for 
the 2d year in a row. This decline was primarily a result 
of falling demand in the United States, increased  

production of Japanese cars at transplants in the United 
States, and concerns about potential political backlash 
in certain vehicle lines. 16  U.S. imports of 
miscellaneous auto parts from Japan increased slightly, 
from $13 billion in 1989 to $1.4 billion. However, 
total auto parts imports from Japan decreased in 1990 
partly because of a decline in purchases by U.S. 
automakers and partly because of increased sales by 
Japanese parts producers in the United States to 
Japanese auto transplants. Imports of video recorders, 
35 mm cameras, and telegraphic apparatus 
(telecommunications equipment) declined in 1990 as 
lower priced consumer electronic products from the 
East Asian Newly Industrialized Economies (NIEs) 
continued to replace Japanese products in these areas. 

Total U.S. exports to Japan rose by 7.9 percent 
from $42.8 billion in 1989 to $46.1 billion in 1990. The 
increase in U.S. exports was attributed largely to the 
weakened U.S. dollar, which made U.S. exports to 
Japan cheaper. In addition, the strong Japanese 
economy pulled in more imports in 1990. U.S. exports 

116  Despite the decline in imports from Japan, Japanese 
nameplates managed to win 28 percent of the U.S. auto market in 
1990 compared, with 23.1 percent in 1988. Japan Economic 
Institute Report, May 18, 1990, p. 9, and Wall Street Journal, 
January 1991. 
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Manufactured goods 
$27.8160.3% 

All other goods 
$0.8/1.7% 

Figure 7 
U.S. trade with the Japan by product sector, 1990 

U.S. Exports 
(Billion dollars and percent) 

Fuel/raw materials 
$8.3/18.0% 

U.S. Imports 
(Billion dollars and percent) 

Manufactured goods 
$86.9/97.8% 

All other goods 
$1.4/1.5% 
Food 

$0.4/0.4% 
Fuel/raw materials 

$0.3/0.3% 
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of manufactured goods (SITC secs. 5, 6, 7, and 8) 
reached $27.8 billion, or 60 percent of total U.S. 
exports to Japan during 1990 compared with $24.7 
billion, or 58 percent in 1989. 

The leading U.S. export to Japan in 1990 was 
airplanes, which increased from $657 million to $2.1 
billion primarily due to Japanese commercial airliners' 
purchases of Boeing aircraft. During 1990, 28 aircraft 
were delivered to Japan including Boeing 747s and 
Boeing 767s to JAL and ANA. The second-largest 
export category to Japan was corn, which increased by 
5 percent over the previous year, to $1.6 billion in 
1990. Other leading U.S. exports to Japan that showed 
an increase during 1989-90 were pans and accessories 
for ADP machines (26 percent), cigarettes (51 percent), 
digital processing units (29 percent), and parts of 
airplanes or helicopters (8 percent). U.S. exports of 
soybeans declined to $818 million following a 3-year 
high of $1.0 billion in 1988. Exports of unwrought 
aluminum also fell to $752 million, following 3 years 
of gains. Shipments of enriched plutonium from the 
United States continued to rise, from $542 million in 
1989 to $599 million in 1990, reflecting the emphasis 
Japan continues to place on nuclear energy sources. 
Exports to Japan of paintings, drawings and pastels 
have grown by 350 percent since 1988, to $576 million 
in 1990. This growth reflected Japanese investors' 
increased purchases of artwork from overseas in recent 
years. Table A-9 lists leading U.S. exports to Japan in 
1990. 

Major Policy Developments Affecting Trade 
During 1990, there were few new major domestic 

policy initiatives in Japan with the exception of 
proposals relating to land reform and other Structural 
Impediments Initiative (SII) topics. However, there 
were several noteworthy developments in the areas of 
monetary policy, financial market liberalization, and 
industrial policy that were likely to have indirect 
effects in other markets. 

Monetary Policy 
In March 1990, the Bank of Japan raised the 

official discount rate by a full percentage point, to 5.25, 
the highest level since 1983. The bank's action was 
taken in response to fears of inflation and despite the 
Ministry of Finance's opposition. While inflation rates 
were low at that time, there were concerns that the 
weak yen and increasing labor shortages could result in 
higher inflation rates. It was hoped that raising the 
discount rate would help strengthen the yen and 
encourage Japanese investors to keep their money at 
home. However, the yen continued to fall, and on 
March 22, the Tokyo Stock Exchange lost 3.1 percent 
of its value in one day. 

At a previously scheduled meeting between U.S. 
Treasury Secretary Nicholas Brady and Finance 
Minister Ryutaro Hashimoto the next day, the two 
countries pledged coordination on monetary issues and 
stressed the need for currency stability. The Bank of 

Japan and the New York Federal Reserve Board 
reportedly provided $10 million for currency 
stabilization during the month of March. The United 
States and the EC were concerned that high interest 
rates in Japan could spill over into their markets. 187 

 The Bank of Japan's tight monetary policy remained in 
effect throughout the year as the central bank continued 
to place top priority on containing inflationary 
pressures in the wake of the rise in oil prices. 

Financial Market Liberalization 

Some measures were taken during 1990 to further 
deregulate Japan's financial markets, such as opening 
Tokyo Stock Exchange membership to foreign firms, 
allowing foreign financial firms to conduct trust 
business, partial deregulation of interest rates, 
liberalizing money markets, and reforming the sale of 
Japanese Government bonds. However, at meetings of 
the United States-Japan Working Group on Financial 
Markets during May 1990 and January 1991, the 
United States continued to press Japan to quicken the 
pace of liberalization. In particular, the United States 
has called for faster deregulation of interest rates paid 
on time deposits, steps towards introducing 
market-determined rates for nontime deposits, 
improvements in the availability of money market 
instruments, and looser restrictions on pension fund 
and trust management business. The United States has 
also requested that Japan provide greater access for 
Japanese investors to overseas financial markets and 
introduce greater transparency in its process for making 
financial regulations. 158  

In a December 1990 report on the foreign treatment 
of U.S. financial firms abroad, the U.S. Department of 
the Treasury said that the Japanese banking industry 
was "difficult to penetrate and the slow pace of 
liberalization and deregulation has provided domestic 
banks with an unfair advantage over U.S. banks." The 
report noted that while Japan had taken some steps to 
liberalize its financial markets, regulated interest rates, 
lack of transparency or clear interpretation of 
regulations, and keiretsu ties continue to make it 
difficult for U.S. firms to operate in Japan.'" 

187 Japan Economic Institute Report, Mar. 30, 1990, p. 3. 
188 Japan Economic Institute Report, Feb. 8, 1991. 
189 Keiretsu, or corporate groups solidifie,d through a variety 

of formal and informal practices, are a unique feature of the 
Japanese economy. In general, keiretsu members are linked 
through stable cross—shareholding, networks of debt capital, 
exchange of personnel, common traditions, and corporate assets. 
Although there are conflicting definitions of keiretsu, in general 
they can be organized into two groups: (1) intermarket or 
horizontal keiretsu (firms from a broad range of commercial and 
industrial fields) which are descended from the prewar zaibatsu 
and are typically organized around a major bank, trading 
company, insurance company, and large manufacturing company; 
and (2) intramarket or industrial keiretsu (firms representing 
successive stages of production or closely connected industries) 
which are usually organized around a large, independent company 
and its subsidiaries and affiliates. For further information on 
keiretsu, see USITC, Phase I: Japan's Distribution System and 
Options for Improving US. Access, USITC Publication No. 2291, 
June 1990, pp. 48-61. 

190 "U.S. Study Finds Japan, Korea Have Unfair Banking 
Bathers," Journal of Commerce, Dec. 12, 1990. 
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Land Tax Reform 
The total book value of Japanese land is about 

twice that of the United States, although Japan's total 
area is only one-quarter as large. 191  Japan's residential 
land prices rose by 13 percent for the year ending July 
1, 1990, with some prices surging by 100 to 200 
percent in the suburbs of major cities. 19z With average 
condo prices in Tokyo reaching $686,000 in 1990 and 
two-bedroom apartments in many areas climbing to 
over $1 million, the cost of owning a home is beyond 
the reach of most Japanese people and has led to wide 
gaps between the "haves and have nots" in Japanese 
society. 193  Japan's skyrocketing land prices were on 
the SII negotiating agenda in 1990 and have been of 
concern to U.S. business people who view land prices 
as raising the costs of doing business in Japan.'" 

Following the sharp decline in the stock market in 
early 1990 and forecasts of a subsequent steep drop in 
land prices, the Government of Japan began to take 
more of an interest in land tax reform.'" A large drop 
in real estate prices would severely affect large 
Japanese companies and banks that have used land 
holdings as collateral to buy stocks and engage in 
speculative land purchases. As of March 1990, the total 
amount of real estate loans outstanding for major 
Japanese banks was $300 billion.'" While some real 
estate companies did experience financial losses, the 
predicted "real estate" crash did not occur. Instead, 
average land prices rose by 17 percent during the year 
ending January 1, 1990. 197  

As a result of the reported land price rise, in March 
the National Land Agency released a study suggesting 
that the Japanese Government take immediate action to 
implement price freezes and restrictions on land 
transactions. 198  The Ministry of Finance also issued 
administrative guidance requesting that banks and 
financial institutions restrict lending to real estate 
companies. The Government also continued to tackle 
the issue of land tax reform.'" 

On December 6, 1990, Japan's ruling Liberal 
Democratic Party (LDP) adopted a land tax reform 
package that created a new landholding tax that would 
be assessed as of January 1, 1992. The tax rate will be 
based on the assessed value of land for inheritance tax 
purposes, minus V1 billion or V30,000 for each square 

191  Set Elaine Kurtenbach, "Japanese Are Facing Up to Land 
Inflation and Soaring Costs for Real Estate," Washington Post, 
Apr. 21, 1990, and USITC, Phase I: Japan's Distribution System 
and Options for Improving US. Access, USITC Publication 2291, 
July 1990, p. 45. 

'92  See FRLS, Daily Report: East Asia, Oct. 25, 1990,p. 8. 
1" "Steps to Rein In the High Cost of Land in Japan," 

Washington Post, Jan. 1990, p. 8. 
'9" See USITC, Phase I: Japan's Distribution System and 

Options for Improving U.S. Access, USITC Publication 2291, June 
1990,pp. 45-47. 

1" 'Steps to Rein In the High Cost of Land in Japan," 
Washini s  t4oteusost, Jan. 1990, p. 8. 

196 	W. Braudbli and Masayoshi Kanabayashi, "Land 
Prices in Japan Are Getting So Steep the Nation Is Finery," Wall 
Street Journal, Mat 23, 1990. 

1" FBIS, Daily Report: East Asia, Mar. 23, 1990. 
1" FBIS, Daily Report: East Asia, Oct. 25, 1990. 
199  FBIS, Daily Report: East Asia, Mar. 23, 1990. 

meter or whichever results in a lesser tax payment. The 
official assessment of land value used in calculating 
inheritance taxes generally represents only 50 to 60 
percent of the actual market value of the land. The tax 
would start at 0.2 percent in 1992 and would rise to 0.3 
percent after 1993. The minimum taxable value of land 
was raised from V500 to VI billion. 200  

Many analysts predicted that the December tax 
package would have little impact on land prices in 
Japan because of loopholes in the law. The new law 
was expected to affect only 50,000 corporate and 
individual taxpayers.201  The new taxes would apply to 
land worth V1 billion or more. Small and medium-size 
businesses (capitalized at V100 million or less) would 
only have to pay taxes on properties valued at V1.5 
billion or more. Urban farmland would continue to be 
exempt from inheritance taxes under the law. The new 
tax rate would not apply to land of 1,000 square meters 
or less owned by private citizens or to land valued at 
less than V30,000 per square meter. In addition, land 
owned by central or local governments that was used 
for public purposes such as hospitals, schools and 
public utilities would be exempt from the tax. 2t72  

The tax package outlined in December was 
substantially weakened from an earlier proposal by a 
Government advisory body because of concerns among 
LDP members about raising taxes before local 
elections in April 1991. 2w The Land Tax 
Subcommittee first proposed a tax of 0.5 percent in an 
October reporter The report also called for the 
elimination of tax shelters for farmland in urban areas 
and for raising inheritance taxes on land. However, 
strong opposition emerged from Keidenren (Federation 
of Economic Organizations), which said elimination of 
these tax shelters would pose a high tax burden on 
major Japanese corporations with large 
landholdings. 205  Other diverse groups opposed the 
landholding tax including the Japan Chamber of 
Commerce and Industry, the Japan Iron and Steel 
Federation, farmers' organizations, the Minis

x° 
 of 

Home Affairs, and opposition political parties.  

United States-Japanese Bilateral Trade 
Issues 

Overview 
During 1990, agreements were reached on Super 

301 issues and on broader structural barriers to trade 
under the Structural Impediments Initiative. 2°7  

29° "Land-Tax Plan Aims to Cut Real Estate Prices," Japan 
Economic Journal, Dec. 14, 1990, p. 3 and FBIS, Daily Report: 
East Asia, Dec. 27, 1990. 

201  "Land-Tax Plan Aims to Cut Real Estate Prices, ibid." 
2°2 •"Japan Land Tax Eyed With Some Skepticism," 

Washington Post, Dec. 11, 1990; FBIS, Daily Report: East Asia, 
Dec. 6, 1990, p. 8; and "Land-Tax Plan Aims to Cut Real Estate 
Prices." 

FBIS, Daily Report: East Asia, Dec. 27, 1990. 
2°' FBIS, Daily Report: East Asia, Dec. 6, 1990. 
2°5  FBIS, Daily Report: East Asia, Oct. 25, 1990. 
206 'bid. 
2" For background information on SU, see US1TC, OTAP, 41st 

Report, 1989, US1TC Publication 2317, September 1990, 
pp. 105-106. 
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Congress introduced legislation on reciprocity in 
financial markets, held hearings on Japanese 
investment in the United States, and exerted pressure 
on the administration to show progress on SII and other 
bilateral issues. 

In 1990, the gap between public perception and 
accomplishment in United States-Japanese trade may 
have widened. On the one hand, a sense of progress or 
cooperation accompanied compromises or settlements 
on issues such as supercomputers, satellites, wood 
products, amorphous metals, steel, or telecom-
munications. However, concerns by the U.S. public and 
Congress over Japanese intransigence during the 
Uruguay Round negotiations, increasing Japanese 
investment in the United States, and Japan's seeming 
immobility during the Persian Gulf War may have 
overshadowed any reservoir of goodwill created 
through concessions from both sides on individual 
bilateral issues." 

During the first few months of 1990, the 
Government of Japan attempted to ensure that Japan 
would not be designated a priority country for a second 
time under the Super 301 provisions of the Omnibus 
Trade and Competitiveness Act of 1988. 209  Three 
"trade liberalization priorities" had been named with 
respect to Japan in 1989—supercomputers, satellites, 
and forest products. 21° Despite negotiations during 
1989, disagreements remained in all three sectors at the 
beginning of March 1990. Congress was also pushing 
for some demonstration of progress during several 
public hearings before the April 30 deadline for action 
set out in the law. A meeting between President Bush 
and Prime Minister Kaifu on March 2 and March 3 
highlighted the importance of reaching agreements and 
helped jumpstart talks on the Super 301 issues and 
SII. 11 

By the beginning of April, agreements in principle 
had been reached in supercomputers and satellites (see 
details below) but it appeared that the discussions on 
wood products might not reach a successful conclusion 
in time to avoid designation under Super 301. Then, in 
a surprise move on April 25, the United States and 
Japan reached a compromise on this issue as well, 
giving USTR Hills enough evidence to announce on 
April 27 that Japan would not be designated. However, 
Ambassador Hills did announce that the U.S. expected 
substantial progress in the SII negotiations by the time 
the final report was issued in July and on other bilateral 
trade issues. 

Structural Impediments Initiative (SII) 
SII, the broad-based talks initiated in July 1989 to 

address "structural bathers" in the United States and 

2Cla  See, for example, Robert J. Samuelson, "The Japan 
Problem," Washington Post, Apr. 10, 1991; "Due Credit," Journal 
of Commerce, Apr. 10, 1991; "A Japan That Actually May Say 
No," Los Angeks Tunes,  Apr. 4, 1991; and Barry Hillenbrand, "In 
Search of a Triumph," Time, Apr. 3, 1991, p. 42. 

2°9  For a discussion of Japan's designation as a priority 
country in 1989, see USTPC, OTAP, 41st Report, 1989, USITC 
Publication 2317, September 1990, pp. 1-5. 

21° Ibid., pp. 108-109. 
211  Japan Economic Institute Report, Mar. 1, 1991, p. 3.  

Japan, was the subject of numerous press reports and 
public scrutiny during 1990. 212  Following months of 
intensive debate, an interim report on the SII 
negotiations was released in mid-Apri1. 213  While the 
report demonstrated that Japan was ready to make 
commitments in areas such as retail distribution, 
exclusionary business practices, and public works 
spending, there were many details that had yet to be 
negotiated. Although some congressional leaders 
appeared skeptical of the report, USTR Hills stated that 
it was "a good blueprint, sufficient to call a down 
payment"214  and therefore met the criteria she had set 
forth as a measure for success of the negotiations in 
October 1989. On May 23 and 24 and again on June 
12, the United States stepped up the pressure on Japan 
to fulfill its commitments made in the April report. 215 

 Three days later, Foreign Minister Nakayama and 
Secretary of State Baker attempted to give the talks 
some added impetus and resolve issues such as the 
level of Japanese public spending and a followup 
mechanism.z16 Finally, following 4 days of marathon 
talks and the personal intervention of Prime Minister 
Kaifu and President Bush,217  on June 28 the two 
countries released a final joint report on the yearlong 
negotiations.218  

Some type of commitment was reached on all of 
the major original negotiating topics. The United States 
sought action on Japan's savings and investment 
patterns, land policy, distribution system, exclusionary 
business practices, keiretsu relationships, and pricing 
mechanisms. Japan's agenda items had included U.S. 
saving and investment patterns, corporate investment 
activities, corporate behavior, Government regulation, 
research and development, export promotion, and 
workforce education and training 219 

The most significant results of the SII negotiations 
from the U.S. viewpoint were Japanese commitments 
to spend 430 trillion yen ($2.8 trillion) on public works 
projects during JFY1991 through 2000; to review and 
reform Japan's land tax policies; to pursue more 
vigorous enforcement of the Antimonopoly Act, 
including stronger criminal enforcement and increased 
penalties for violations of the law; to take measures to 
loosen keiretsu relationships such as restrictions on 
cross-shareholding and strengthened monitoring of 
keiretsu transactions; to provide a schedule for the 
elimination of price differentials; and to conduct 
further joint Department of Commerce-Ministry of 
International Trade and Industry price surveys. 

212  For background information on SII, see USITC, OTAP, 41st 
Report, 1989, USTTC Publication 2317, September 1990, pp. 
105-106. 

213  "Interim Report and Assessment of the U.S.-Japan 
Working Group on the Structural Impediments Initiative," Office 
of the US. Trade R 	tive, Apt 5, 1990. 

214  As quoted in Japan Economic Institute Report, Apr. 13, 
1990. 

213  Japan Economic Institute Report, Mar. 1, 1990, pp. 6-7. 
216  Rad., p. 7. 
217 lbid., p. 8. 
213  Joint Report of the US.-Japan Working Group on the 

Structural Impediments Initiative, Office of the U.S. Trade 
Remstadtive, June 28, 1990. 
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One area of particular interest to U.S. negotiators 
was improvements to Japan's distribution system, 
including greater deregulation and stronger antitrust 
enforcement. In this area, the Government of Japan 
agreed to take steps to implement a 24 hour import 
clearance system; to improve its import infrastructure, 
including increased airport capacity; and to loosen laws 
and regulations regarding the distribution of liquor, 
pharmaceuticals, trucking, and use of toll-free 
telephone services. In the retail sector, the Government 
of Japan agreed to take measures towards liberalizing 
the Large Scale Retail Store Law and to increase the 
transparency of the approval process for large stores. 
U.S. negotiators hoped that this would make it easier 
for foreign firms to establish retail operations in Japan 
and to increase competition among retailers. A 
followup mechanism was also included in the final 
report on SII by which the two countries would hold 
meetings over the next 3 years to review progress and 
problems with implementation of the commitments, 
including the issuance of an annual report. 22° 

Under SII, the United States committed to reducing 
the Federal budget deficit; to urge Congress to enact 
the Savings and Economic Growth Act of 1990 with 
the aim of promoting private savings and investment; 
to support enactment of the Cooperative Production 
Act of 1990, which would clarify antitrust laws 
governing the treatment of joint production ventures; to 
support the Product Liability Coordinating Committee 
(PLCC) Act to reform product liability laws; to 
reaffirm its commitment to open and nondiscriminatory 
direct investment; to ensure nondiscriminatory 
treatment of Japanese investors under the United 
States-Japan Tax Treaty; to support increased research 
and development funding for FY1991; to work towards 
further implementation of the metric system; and to 
hold a joint United States-Japanese labor symposium 
on Japanese resource-development policies."' 

The SII negotiations were praised by some 
policymakers and businessmen as being a refreshing 
change in U.S. negotiating policy by adopting a 
broad-based or systemic approach to United 
States-Japan trade problems. In addition, SII was 
viewed as beneficial in raising the consciousness of 
Japanese consumers about the price differentials in the 
two countries and about the benefits of increasing 
competition in the economy. However, there was 
skepticism that the commitments under SII would lead 
to short-term reductions in the bilateral trade imbalance 
or that fundamental problems facing U.S. exporters, 
such as Japanese corporate and consumer attitudes, 
would be changed as a result of SII. In addition, 
political opposition in Japan to carrying out some of 
the SII commitments, such as changes to the Large 

223  Joint Report of the U.S.-Japan Working Group on the 
Structural Impediments Initiative, June 28, 1990, and Structural 
Impediments Initiative (SII) Key Elements of SII Joint Report, 
June 28, 1990. 

221  Structural Impediments Initiative (SII), Key Elements of SII 
Joint Report, June 28, 1990. 

Scale Retail Store Law or increased antitrust 
enforcement, cast some doubts on whether the SII 
commitments would be fully implemented. 222  A 
meeting of the SII working group was held in October 
1990 to review implementation of the agreement. 

Super 301 Topics 

Supercomputers 
On March 23, 1990, following months of 

negotiations, the United States and Japan reached an 
agreement for Japan to men its public sector market 
for supercomputers. "3  Japan's government 
procurement practices in supercomputers were 
designated a priority practice under section 301 of the 
1988 Omnibus Trade and Competitiveness Act. 224  The 
United States had complained for years that Japan's 
government entities buy only Japanese-made machines 
and that Japanese manufacturers offer discounts of up 
to 80 percent off the listed price, in part because of 
limited procurement budgets of Japanese Government 
ministries and universities. The United States had been 
dissatisfied with the level of sales of U.S. 
supercomputers in Japan despite Japanese 
commitments to adopt transparent, nondiscriminatory 
procurement procedures under a 1987 agreement. 225  

Under the new agreement, the Government of 
Japan was expected to base purchasing decisions for 
supercomputers on performance as well as price. 
Although discounting was permitted under the 
agreement, the U.S. hoped that the emphasis on price 
would diminish. Ina June 15 letter to USTR Hills from 
the Ambassador of Japan, the Government of Japan 
announced that it was revising the procedures for 
procurement of supercomputers under the 1987 
agreement. The new procedures were said to "provide 
further transparency and ensure non-discriminatory, 
competitive opportunities for the introduction of 
supercomputers in the public sector" and would cover 
procurements by GATT-covered Japanese entities as of 
May 1, 1990. The Government of Japan also 
announced that it would "make maximum efforts" to 
obtain sufficient budget funds in the IFY1990 budget 
to ensure fair and competitive bids for supercomputers 
in the public sector."° 

In a letter of response to the Government of Japan, 
Ambassador Hills welcomed the revised procedures 
and also indicated that the United States would like to 

322  For further information on reactions to the SII negotiations, 
see USITC, Phase I and II of Japan's Distribution System and 
Options for Improving U.S. Access, USITC Publication 2327, 
October 1990. 

223  "Procedures to Introduce Supercomputers," anaclunent to 
letter from Ryohei Murata, Ambassador of Japan to Carla A. 
Hills United States Trade Representative, June 15, 1990. 

43. * See USITC, OTAP, 40th Report, 1988, USITC Publication 
2208, July 1989, pp. 109-10 and USITC, OTAP, 41st Report, 
1989, USITC Publication 2317, p. 109. 

225  For information on the 1987 supercomputer agreement, see 
USITC, OTAP, 39th Report, 1987, USITC Publication 2095, July 
1988, p. 4-28. 

226  Ryohei Murata, Ambassador of Japan, letter to Ambassador 
Hills dated June 15, 1990. 

119 



plan for the first annual review of the procedures in 
June 1991, in accordance with the Government of 
Japan's suggestion that periodic reviews be held. 227  As 
of February 1991, there had been three public sector 
procurements of foreign supercomputers in Japan since 
the June agreement. Two were awarded to Japanese 
firms and one was awarded to a U.S. company. At the 
end of 1990, U.S. negotiators continued to be 
concerned about discounting of supercomputers and 
were monitoring the Japanese budget discussions for 
signs of commitment to the June agreement. 228 229  

Satellites 

The United States has criticized the Government of 
Japan's stated objective of developing an indigenous or 
self-sufficient satellite industry, including Japanese 
prohibition on the procurement of foreign satellites by 
Japanese Government agencies. 230  On April 3, the 
United States and Japan reached an agreement in 
principle to allow foreign firms to bid on public 
procurements of all long-life satellites for nonresearch 
use 231  Under the agreement, foreign suppliers would 
be permitted to bid on commercial use applications 
such as those used for communications, broadcasting, 
or weather tracking. The agreed-upon procedures for 
satellite procurement were finalized in an exchange of 
letters on June 15, 1990.232  The agreement followed a 
series of discussions since May 1989 when Japan's 
satellite procurement policies were designated a 
priority practice under Super 301. 233  Under the 
agreement, the Government of Japan committed to 
procuring "non-R&D satellites on an open, transparent 
and non-discriminatory basis." The procedures 
regarding satellite procurement also applied to Nippon 
Telegraph and Telephone (Nn) procurements, which 
were classified under the agreement as "any entity 
whose satellite procurement procedures are subject to 
direct or indirect government control." 234  

A major issue that arose in conjunction with the 
satellite negotiations was the distinction between 
commercial and research and development (R&D) 
satellites. The definition of research satellite was 
important as it applied to Japan's planned CS-4 
communications' satellite, which had been scheduled 
for launch in 1995 and had been developed with 

222  Carla A. Hills, United States Trade Representative, letter to 
Ryohei Murata, Ambassador of Japan, June 15, 1990. 

2211  US.Department of Commerce, telephone interview with 
USITC staff, Mat 13, 1991. 

226  For further details, see "Enforcement ci Trade Agreements 
and Response to Unfair Trade Practices" section in ch. 5. 

23° See, for 	, testimony.  of Deputy USTR S. Lam 
Williams before the 	Ccamuttee on Commerce, Oct. 4, 
1989. 

231  "Policies and Procedures Regarding Satellite 
R&D/Procurement," letter from Ryobei Murata, Ambassador of 
Japan to Ambassador Carla A. Hills, June 15, 1990. 

73i  ibid. 
233  For background information, see US1TC, OTAP, 41st 

Report, 1989, USITC Publication 2317, September 1990, p. 109. 
234  "Policies and Procedures Regarding Satellite 

R&D/Procurement," June 1990, and Japan Economic Institute 
Report, Apr. 20, 1990, pp. 11-13. 

NTT and Government financing. The United States had 
argued that these satellites were commercial oriented 
whereas the Japanese claimed that the satellites were 
for research and development. Under the agreement, 
the Government of Japan would take measures to alter 
the CS-4 project so that it would be classified as a 
research satellite and fall outside of the agreement. The 
CS-4 would be developed "for the purpose of the 
in-space validation of technologies new to Japan" in 
accordance with the definition of R&D in the 
agreement.235  

As of December 1990, there had been no 
procurements of foreign satellites by the Government 
of Japan under the agreement. However, on January 30, 
1991, NTT publicly announced technical specifications 
for two satellites and on February 27, 1991, a technical 
meeting was held with interested U.S. suppliers 2 36 237  

Forest Products 
Japan is the largest market for wood products from 

the United States. Following the designation of 
Japanese policies and practices that restrict wood 
products under Super 301, six bilateral negotiating 
sessions were held between August 1989 and April 
1990.238  During the negotiations, the United States 
requested tariff cuts on processed products, especially 
plywood, and reclassification of laminated wood 
products. Other subjects of discussion were Japan's 
building and fire codes, product standards and 
certification procedures, which the United States 
claimed served to inhibit U.S. exports. 239  Although 
some progress was made, a complete agreement on 
these issues remained elusive during these meetings. 
Finally, in a last-minute effort to avoid having Japan's 
barriers to wood products designated a second time 
under Super 301, on April 25 the two countries reached 
an agreement in principle aimed at increasing Japan's 
imports of forest products, especially finished wood 
products.240  

Under the United States-Japan Wood Products 
Agreement that was finalized on June 15, 1990, tariff 
cuts on value-added wood products that the U.S. had 
requested would be handled within the context of the 
Uruguay Round negotiations in accordance with 
Japanese demands.241  In return, Japan agreed to 

233  "Procedures for the Procurement of Non-R&D Satellites," 
June 1990. In a June 15 letter to Ambassador Hills, the 
Government of Japan indicated that it would like to see 
discussion of research satellite procurement in a multilateral 
forum such as the OECD. Ryohei Murata, Ambassador of Japan, 
letter to Carla A. Hills, United States Trade Representative, June 
15, 1990. 

226  F13IS, Daily Report: East Asia, Feb. 27, 1990. 
232  For further details, see "Enforcement of Trade Agreement 

and Response to Unfair Trade Practices" section in ch. 5. 
236  Statement of Ambassador Carla A. Hills, May 25, 1989. 
233  For further information on forest products, see USITC, 

OTAP, 41st Report, 1989, September 1990, USITC Publication 
2317,p. 108. 

34° Japan Economic Institute Report, Apr. 20, 1990, p. 12 
241  As of March 1991, Japan's Uruguay Round negotiators had 

agreed to lower tariffs on plywood, particle board, and a full 
range of processed wood products; however, they had rejected the 
U.S. zero-for-zero offer to eliminate tariffs. 
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eliminate certain building code regulations and fire 
standards that reduce the use of imported wood 
products.242  Japan also agreed to reclassify certain 
glue-laminated lumber and laminated veneer lumber 
from high duty classifications of 15 percent (laminated 
lumber) or 20 percent (laminated veneer lumber) to 3.9 
percent. Procedures for the acceptance of U.S. test 
results relating to product quality and safety would also 
be modified. 43  The United States has long-argued 
that Japan's product standards should be based on 
internationally recognized and performance-based 
standards. In accordance with its commitments under 
the agreement in December 1990, the Government of 
Japan granted a U.S. manufacturer of structural panel 
products permission to apply the Japan Agricultural 
Standard (JAS) mark to its plywood. 

A schedule of followup meetings was included 
under the agreement with the Ministry of Construction 
and the Ministry of Agriculture and Fisheries. Two 
committees were set up under the agreement to monitor 
implementation. The Japanese Agricultural Standards 
Technical Committee and the Building Experts 
Committee met during 1990 to discuss and interpret 
various aspects of the agreement?'" 245  

Beef and Citrus Agreement 

In 1988, the United States and Japan signed an 
agreement to phase out Japan's import quotas on beef 
and fresh oranges by April 1, 1991, and on orange juice 
by 1992.246  Since the 1988 United States-Japan Beef 

242  Additional details of the agreement follow. The 
Government of Japan agreed: (a) to add performance-based 
standards to its building codes in cases where prescriptive 
building standards are amenity required. With regard to wood 
fire doors, in particular the Government of Japan announced its 
intention to introduce new testing methods for the acceptance of 
wood fire doors; (b) to expedite the recognition of new products 
and querns within a three-month period and to incorporate JAS 
and HS standards into the building standards in an ex • •ous 
manner; (c) that open certification or general 	of new 
building materials and systems is desirable 	that "closed 
certification or approval of new products or systems only for 
specific applications or by spm...W. firms should be avoided, 
except where the new products or systems are of such a 
technologically unique or complex  nature to warrant such 
treatment"; (d) that there should be "exidous acceptance of 
test results and data compiled by the relevant bodies of other 
countries in the building standards' approval and certification 
system, even when test methods differ. . ."; (e) to "take all 
necessary and appropriate actions to ensure application of all the 
modifications to the building standards required to implement" 
actions set forth in the agreement; (f) to cooperate with the U.S. 
government and other interested parties to "resolve disputes and 
problems related to the recognition, incorporation, approval and 
certification of wood products or building systems as quickly as 
possible" . . .and (g) to adopt and revise JAS standards, including 
providing for equivalency in testing. "Measures to be Taken by 
the Government of Japan Relating to Wood Products (Measutes)," 
June 1990. 

243  Japan Economic Institute Report, May 4, 1990, 
244  Information provided by the U.S. Department of 

Commerce, April 1991. 
243  For further details, see "Enforcement of Trade Agreements 

and Response to Unfair Trade Practices" section in ch. 5. 
246  For background information on the beef and citrus 

agreement see USITC, OTAP, 40th Report, 1988, USITC 
Publication 2208, July 1989, pp. 106 and 107.  

and Citrus Agreement was signed, opportunities for 
U.S. beef sales in Japan have increased, and total 
Japanese beef imports are expected to reach 410,000 to 
440,000 tons in WY 1991. However, there are 
remaining concerns about continued high retail beef 
prices in Japan and the high import tariff rate of 50 
percent that is scheduled to remain in effect when the 
transition period for the agreement ends on March 31, 
1994. 

Under the 1988 agreement, the role of Japan's 
Livestock Industry Promotion Corporation (LIPC) in 
the importation of imported beef was to cease as of 
April 1, 1991. However, the LIPC would be allowed to 
continue subsidizing livestock and red-meat-related 
projects and continue operating price-stabilization 
programs. Once the LIPC's involvement in beef 
importation ends, an import surcharge on fresh, chilled, 
and frozen beef would rise from 25 to 70 percent. 
Some import duties on certain processed beef products 
have already risen to 70 percent, resulting in sales 
losses by U.S. exporters. 

Currently, LIPC purchases imported beef from a 
group of importers, marks up the price, and sells it to 
wholesalers under a simultaneous-buy-sell system. 247 

 As of August 1990, 21 new importers and 158 new 
buyers had participated in tenders under a new 
simultaneous-buy-sell system established under the 
agreement. Although some direct imports of beef 
are occurring, traditional Japanese beef importers 
apparently continue to control beef distribution through 
long-established channels and relationships with 
customers.249  Once beef quotas are eliminated on 
April 1, 1991, it is unclear whether wholesaler and 
distributor markups on imported beef will gradually 
decrease_, resulting in lower wholesale and retail 
prices 

The Government of Japan has implemented most 
of the provisions of the 1988 agreement regarding 
citrus. However, in 1990, the United States continued 
to urge Japan to reduce its duties on fresh oranges (40 
percent in season and 20 percent out of season) in 
connection with the Uruguay Round negotiations. In 
addition, the United States was concerned about 
Japan's imposition of a quota system on imports of 
orange juice for hotel use because of limited 
participation by importers in the quota system 2 5i 

247  The simultaneous-buy-sell system allows buyers and 
sellers to negotiate cuts, specifications, and delivery dates. The 
amount of quota beef that is handled under this system was 
scheduled to increase by 15 percent per year, to 60 percent of the 

bee/241  Based on information provided by the U.S. Department of 
Agriculture, April 1991. 

249  "FTC Investigators Raid Trading Houses Over Beef 
Cartel," Kyodo News Service, July 26, 1989. 

250  "Variety's the Name in the Beef Selling Game," Japan 
Economic Journal, Feb. 2, 1991, and "Japan Ends Beef Quota 
But Keeps Prices High," San Francisco Chronicle, Apr. 2, 1991. 

251  Information provided by U.S. Department of Agriculture, 
April 1990. 
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Other Bilateral Issues 

Kansailmajor projects 

Two years after signing an agreement with Japan to 
allow for greater participation by U.S. firms in Japan's 
construction market,252  the United States continued to 
express concerns that Japan was not fulfilling its 
promises to open that market to foreign rums. The 
agreement was designed to give U.S. firms an 
opportunity to participate in 14 designated projects, 
worth $16.7 billion. Since the agreement was reached 
in May 1988, 26 foreign companies have obtained 
construction licenses and have won approximately 
$230 million in contracts, but they continue to 
experience difficulties in winning contracts on 
Japanese projects. During 1990, USTR continued its 
2-year review of the agreement mandated by the 
Omnibus Trade and Competitiveness Act of 1988. 263  

A dispute developed in July when the Kansai 
International Airport Corporation awarded a contract 
for the Kansai airport Automated Guideway Transist 
(AGT) system (people-mover system) to two Japanese 
firms that bid $22 million more than the U.S. 
competitor for the project, AEG-Westinghouse 
Transportation Systems, Inc. The United States claimed 
that Westinghouse, which has an 80-percent share of 
the world market for people-mover systems, should 
have won the contract since the winning team (Niigata 
Engineering Co. and Sumitomo Trading Co.) had never 
built .a people-mover system and its bid did not meet 
the technical specifications for the project. 264  During 
bilateral talks held in August, the United States asked 
the Government of Japan to provide a full explanation 
of the pricing, specifications, and bidding procedures 
followed in awarding the contract. In a letter dated 
October 19, 1990, the U.S. Department of Commerce 
informed the Japanese Ministry of Foreign Affairs that 
it believed that irregularities in procurement procedures 
had occurred in awarding the people-mover contract 
and set a deadline of January 15, 1991, to resolve the 
"procedural problems in the AGT procurement." 265  

Pressure for a resolution of the issue increased 
during a visit to Japan in November when Senator 
Frank Murkowski stated that he was dissatisfied with 
Japan's progress in allowing for greater foreign access 
under the agreement and threatened retaliation under 

252  "Fact Sheet Kansai Airport and Other Major Japanese 
Public Works Projects," U.S. Department of Commerce, Jan. 13, 
1987. 

253  For further information, see USITC, OTAP, 40th Report, 
1988, USITC Publication 2208, July 1989, pp. 107-108 and 
USITC, OTAP, 41st Report, 1989, USITC Publication 2317, 
September 1990, p. 100. 

254  "Murkowski Accuses Japan of Failing to Honor Its Part of 
Foreign Construction Agreement," International Trade Reporter, 
Nov. 28, 1990; "Administration Sets Jan. 15 Deadline to Resolve 
Construction Row With Japan," Inside U.S. Trade, Nov. 16, 1990; 
and "Construction Dispute Sparks U.S.-Japan Trade Clash," 
Christian Science Monitor, Dec.. 13, 1990. 

255  Full text of letter reproduced in Inside US. Trade, Nov. 
16, 1990, p. 3.  

section 301.256  During bilateral talks during December 
12 and 14, 1990, in Tokyo, the United States requested 
that the agreement be broadened to include all public 
works projects and that a fourth track of procedures be 
added to cover projects with a design component. 
Currently, there are tracks for heavy construction, high 
technology, and architecture/design. The Government 
of Japan refused to consider the request, indicating that 
the United States was attempting to introduce major 
changes to the agreement. 251  

Semiconductors 

In 1990, policymakers and semiconductor 
manufacturers began to plan for the expiration of the 
5-year semiconductor agreement in July 1991. 258  The 
agreement signed in 1986 was intended to end dumping 
of Japanese semiconductors in the United States and 
third-country markets and to increase U.S. market 
access opportunities in Japan for foreign-based firms. 
In early 1990, the semiconductor manufacturers began 
meeting with members of the Computer Systems 
Policy Project, representing 11 computer manufacturers 
in an attempt to develop a position 259  U.S. 
semiconductor manufacturers favored extending the 
agreement. Semiconductor users, by contrast, who had 
attributed higher prices for DRAMs and EPROMs and 
shortages of semiconductors to the agreement initially 
opposed such action.260  However, in October, the two 
groups reached a unified position that was transmitted 
to the President in a letter. 261  The proposal requested 
that the administration seek a new 5-year agreement 
that would incorporate a fast-track antidumping 
mechanism and eliminate the foreign market value 
(FMV) floor prices on imports of DRAMs and 
EPROMs from Japan. The proposal suggested that the 
Japanese be given until December 1992 to meet the 
20-percent market share level committed to under the 

256  In November 1989, USTR determined that certain practices 
of the Government of Japan were unreasonable and excluded U.S. 
firms, but USTR deferred action until May 1990. Senator 
Murkowski also attached amendments to two appropriations bills 
that would prohibit Japanese firms from participating in U.S. 
construction projects if the USTR determines under the current 
review of the agreement that Japan's market is dosed. 
"Construction Dispute Sparks US.-Japan Trade Clash," Christian 
Science Monitor, Dec. 13, 1990. For further information, see 
USITC, OTAP, 41st Report, 1989, USITC Publication 2317, 
September 1990, p. 110. 

257  See USITC, OTAP, 40th Report, 1988, USTTC Publication 
2208 July 1989, pp. 107-108. 

1.36  For information on the semiconductor agreement and 
progress under it, see USITC, OTAP, 38th Report, 1986, USITC 
Publication 1995, pp. 4-26 and 4-27; USITC, OTAP, 39th Report, 
1987, USITC Publication 2095, pp. 4-24 and 4-25; USITC, 40th 
Report, 1988, USITC publication 2208, pp. 108-109. See also 
"Statement by the President," Office of the Press Secretary, Apr. 
17, 1987. 

259  Another event occurring in early 1990 was the breakup of 
U.S. Memories, a consortium of seven computer and 
semiconductor companies that were attempting to cooperate in 
order to compete with Japanese producers of memory chips. See 
"Demise of U.S. Memories Could Lead to Chip Cartel," Journal 
of Commerce, Jan. 26, 1990. 

260  "US. Semiconductor Makers Urge New Pact With Japan," 
Financial Tunes,  October 5, 1990, p. 6. 

261  Letter is cited in "U.S. Semiconductor Producers, Users 
Join to Unveil Plan for New US.-Japan Accord," International 
Trade Reporter, Oct. 10, 1990, p. 1533. 
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original agreement. 262  The Electronics Industry 
Association of Japan (EIAJ) strongly opposed the 
request to extend the agreement, saying that the 1986 
agreement did not contain a provision for negotiating a 
new one and that U.S. manufacturers were already 
gaining increased market share.263  

Efforts were made in both countries throughout the 
year to increase the U.S. market share in Japan. In 
April, MITI urged major Japanese semiconductor users 
to increase their purchases of imported products and to 
devise market-access plans.264  In June 1990, the EIAJ 
and the Semiconductor Industry Association (SIA) 
formed a task force to assist U.S. firms in marketing 
automotive semiconductors.265  Industry representative 
organizations in both countries, the EIAJ, and the SIA 
also increased their efforts to develop long-term 
relationships between U.S. suppliers and Japanese 
users, including entering into design-in 
arrangements. 266  

Despite these actions, at the end of 1990, foreign 
semiconductor firms had gained only 13.5 percent of 
the Japanese market, compared with 9.3 percent when 
the agreement was signed in July 19861 67 268  
Although higher than the 10-percent threshold of past 
years, it was still below the 20-percent market share 
expected by the United States under the agreement. 

In January 1991, the United States presented its 
request for a new agreement to the Government of 
Japan.269  However, two major issues emerged, setting 
the stage of a new year of negotiations: (1) how a new 
agreement might enable the market-access objectives 
of the existing agreement to be met and (2) the 
question of lifting the remaining $165 million in 
retaliatory tariffs on U.S. imports of certain Japanese 
electronics products.279  

Automobiles 
On Janaury 17, 1990 Japan's Ministry of 

International Trade and Industry announced that the 

262  "Chipping Away: U.S. Access to Japan's Semiconductor 
Market," Japan Economic Institute Report, Nov. 16, 1990, pp. 13 
and 14. 

263 "US. Chip Makers Get Broad Support for New Trade 
Accord With Japan." Journal of Commerce, Feb. 7, 1991, and 
"U.S. Semiconductor Producers, Users Join to Unveil Plan for 
US.—Japan Accord," International Trade Reporter, Oct. 10, 1990, 
pp. 1533-1534. In January 1991,pefimbiery discussions were 
held in Tokyo during which the United States requested that the 
agreement be extended. Formal negotiations were expected early 
in the year. "U.S. Chip Makers Get Broad Support for New 
Trade Accord With Japan," Journal of Commerce, Feb. 7, 1991. 

264  Daily Report: East Asia, Apr. 20, 1990. 
265  Japan Economic Institute Report, Mar. 1, 1991. 
266  "Clapping Away: US. Access to Japan's Semiconductor 

Industry," Japan Economic Institute Report, Nov. 16, 1990, p. 5. 
267  Office of the United States Trade Representative, March 

1991. 
266  Japanese figures showed that the U.S. market share in 

Japan was 19 percent. See, for example, "Chip Trade Talks Fail 
to Set Measure for Market Share," New York Times, May 30, 
1991, p. 5 and "US., Japan Close to Chip Trade Pact Setting 
Targets, Not Quotas, for Sales." The Wall Street Journal, May 22, 
1991, p. 11. 

" FBIS. Daily Report: East Asia, Jan. 28, 1991, p. 10, and 
"US. Officials Press Japan for New Computer Chip Pea," 
Washington Post, Jan. 26, 1991. 

270 %id. 

restraints would be unilaterally extended through 
March 31, 1991.271  WTI also indicated that it would 
consider lifting the export restraints if Japanese exports 
continued to drop.'" Japanese exports to the United 
States totaled 1.90 million cars during 1990273  which 
was 600,000 units less than the 2.3 million annual 
restraint level. As such, many analysts claimed that the 
quota on Japanese auto exports are meaningless and 
should be eliminated. 274  The annual extensions of the 
restraints are viewed by U.S. producers primarily as a 
political gesture on the part of the Japanese in an 
attempt to minimize trade frictions. 275  However, half 
of the U.S. bilateral trade imbalance with Japan is still 
accounted for by autos. Although the value of imports 
of passenger cars from Japan declined from $202 
billion in 1989 to $19.5 billion in 1990, production of 
autos at Japanese transplants, or manufacturing 
facilities in the United States, increased. 276  As of 
October 1990, Japanese manufacturers had captured 28 
percent of the U.S. passenger car market, including 
imports and transplants.277  With U.S. car producers 
experiencing a downturn in the demand for their cars 
(three U.S. companies announced temporary closings 
of their plants during the fast quarter of 1990), the 
United Auto Workers called for a reduction in the 
annual restraints on Japanese exports to the United 
States to 13 million units and the initiation of 
restrictions covering autos from transplants. 278 

 However, U.S. manufacturers all have ties to Japanese 
firms, including everything from importing parts to 
selling Japanese cars under their own nameplates, and 
these ties further complicate the debate over continuing 
or increasing protection for the U.S. auto industry. 

Rice 
During 1990, Japan's refusal to lift its ban on rice 

imports became the focus of pressures from the United 
States and other trading partners during the Uruguay 
Round negotiations. Japan's rejection of the U.S. 
proposa1219  for agricultural reform became a symbol of 
its unwillingness to accept responsibility for leadership 
in the GATT and other international arenas. The 
political fallout and trade frictions from Japan's 
intransigence appeared to outweigh the potential effect 

271  For background information see, for example, US1TC, 
OTAP, 40th Report, 1988, US1TC Publication 2208, July 1989, 
pp. 111-112. 

272  "Tokyo Expected to Extend Car Export Limits," Japan 
Economic Institute Report, Jan. 19, 1990, p. 11. 

273  "Japanese Vehicle Exports Fell Last Year With Drop of 8 
percent in Shipments to U.S.," International Trade Reporter, Feb. 
6, 1991,.p. 207. 

274  Richard Lawrence, "Alice in Auto Wonderland," Journal of 
Commerce, Jan. 16, 1991. 

275  "Tokyo Expected to Extend Car Export limits," Japan 
Economic Institute Report, Jan. 19, 1990. p. 11. 

276  Official statistics of the US. Department of Commerce. 
277  Ward's Automotive Yearbook, 1991, (Ward's Communi-

cations: Detroit, 1991). 
276  "Japan's Renewal of Voluntary Export Curbs Spurs UAW 

Call for Mirka Share Agreement," International Trade Reporter, 
Jan. 16, 1991, p. 81. 

275  On Oct. 15, 1990, durinfittcleinmguay Round negotiations, 
the United States proposed a 7 	t reduction in internal 
support and import barriers over 0 years and a 90-percent 
reduction in export subsidies. See discussion of Uruguay Round 
negotiations in ch. 1. 
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of Japan's liberalization of rice imports on the bilateral 
trade deficit. According to the U.S. Department of 
Agriculture, estimates show that Japan will import 
around 1.5 million tons of milled rice per year by the 
mid-1990s. If the U.S. Uruguay Round proposal is 
accepted, U.S. producers will be expected to gain a 
significant share of that market, according to U.S. 
industry.280  However, other countries such as Thailand, 
the world's largest exporter, would be likely to benefit 
from liberalization as well .281  In January, the Japanese 
Cabinet reaffirmed its commitment to self-sufficiency 
in rice and its opposition to liberalization of rice 
imports.282  This position was reiterated by Japan's 
Minister of Agriculture, Forestry, and Fisheries in 
February.283  The U.S. Rice Millers Association, 
meanwhile, indicated that if the Government of Japan 
continued to reject negotiations on opening its rice 
market, the U.S. Government would take some type of 
counter actions. 284  Two previous section 301 petitions 
filed by the U.S. Rice Millers' Association had been 
rejected previously. 285  

The level of tensions over rice liberalization 
heightened in the spring of 1990 when Japan's Minister 
of Agriculture Yamamoto and U.S. Secretary of 
Agriculture Yeutter exchanged sharp comments over 
the subject. On April 9, Secretary Yeutter indicated that 
Japan appeared to be breaking its commitment to 
liberalize its rice policy during multilateral negotiations 
and that he expected Japan to liberalize its rice market 
by the end of the Uruguay Round talks.286  A few 
weeks later, Yamamoto characterized Secretary 
Yeutter's comments as "meddling in Japan's internal 
affairs." Secretary Yeutter responded by sending a 
letter to Minister Yamamoto saying that if it was the 
position of the Government of Japan that Japan is not 
prepared to liberalize its rice market in the Uruguay 
Round, then he erred in rejecting the two Rice Millers' 
section 301 petitions.281  

23° Richard. T. Crowder, Under Secretary for International 
Affairs and Commodity Programs, U.S. Department of Commerce, 
testimony before the House Committee on Agriculture, Mar. 13, 
1991. 

2t "Not a Rice Day," The Econontist, Mar. 23, 1990, p. 36. 
212  MITI Minister Matsunaga reportedly expressed 

disagreement by pointing to international pressures for 
liberalization and Indicating that Japan needed to find other 
arguments than self—sufficiency to explain its ban of rice imports. 
He later retracted his statements, noting that they expressed his 

views on the subject. International Trade Reporter, Jan. 
el's1990.1  

an "Japan Has No Plans to Increase Rice Imports, Senior 
Official at Agriculture Ministry Says," International Trade 
Reporter, Feb. 28, 1990, p. 296. 

234  "Advisory Body Report Will Call for Reforms in Farm 
Policies, Including Imports of Rice," International Trade Reporter, 
Mar. 21, 1990, p. 402. 

295  For background information on the sec. 301 petitions, see 
USITC, OTAP, 40th Report, 1988, USITC Publication 2208, July 
1981.p. 107. 

"3  "US. Attacks Japan for Wanting Free Trade but Banning 
Rice Shipments From Abroad," Atlanta Constitution, May 22, 
1990. 

W7  See "Yeutter Reacts Strongly to Japanese Farm Minister's 
Comments on Rice," Inside US. Trade, May 25, 1990, for text of 
letter of Secretary Yeutter to Japan's Agriculture Minister 
Yamamoto. 

At the mid-July trade summit in Houston, Texas, 
Japan maintained its "food security" position on rice 
and defended its policy of banning rice imports. On 
August 21, Secretary Yeutter told MITI Minister Muto 
that the United States would be willing to accept some 
level of tariff protection on rice imports after a 10-year 
transitional period and some quotas during the 
transitional period. 288  This was a softening of the 
previous U.S. position that called for the elimination of 
tariffs or a reduction close to zero within 3 years. U.S. 
estimates indicated that the initial tariffs for Japanese 
rice imports after the quotas were removed would be 
700 percent.289  Although it may have appeared that a 
truce had been worked out on the rice issue as a result 
of Secretary Yeutter's visit, in September tensions rose 
again when Yamamoto stated in a speech to the LDP 
"we can make it through the Uruguay Round" without 
having to liberalize the rice market "if we put our lives 
on the line".296  In October, the Government of Japan 
rejected the U.S. tariffication proposal, saying it would 
continue to support the proposal it had already put 
forth, which included a 30-percent reduction in 
domestic support for farm products over a period of 10 
years, except for rice and pains that would be cut by 
5.4 percent over 7 years.291  

Telecommunications 

The United States continued to press Japan on 
opening its market further for telecommunications 
equipment and services in connection with its annual 
review of Japan's telecommunications market. The 
review is required under section 1377 of the 1988 
Omnibus Trade and Competitiveness Act of 1988. 
Although Japan's telecommunications sector was 
legally deregulated in 1985, there are still more 
restrictions covering equipment and services in Japan 
than in the United States. The three major issues 
discussed during 1990 were sales of digital service 
units (DSUs), opening Japan's market for network 
channel terminating equipment (NCTE),292  and 
various aspects of Japan's telecommunications business 
law. 

During bilateral discussions in March, Japan 
agreed in principle to change its procedures for sales of 
DSUs, which provide an interface between the 
common carrier's digital communications network and 
a customer's onsite equipment. 293  In Japan, end users 
could only lease DSUs from NIT because DSUs are 
considered part of a common carrier's networlc. 294  In 

299  "Yeutter to Japanese: U.S. May OK Rice Tariffs for 
10-Year Period," Journal of Commerce, Aug. 22, 1990, p. 12. 

299  Ibid. 
290  "Japan's Farmers March to Retain Rice Import Ban," 

Financial Times, Sept 27, 1990, p. 5. 
291  "Japan Rejects US. Proposal for Farm Trade Reforms," 

Financial Tunes,  Oct. 17, 1990. 
292  NCTEs are 	rable to modems used to transmit data 

over telephone lines. They allow users of personal computer 
networks to exchange di  ;ridized  data. "U.S. Announces New 
Trade Pact Set With Japan," Wall Street Journal, Aug. 2, 1990. 

293  Japan Economic Institute Report, Apr. 13, 1990, p. 9. 
294  Japan Economic Institute Report, Mar. 2, 1990, p. 9. 
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the United States, by contrast, DSUs are classified as 
part of the consumer's equipment and customers 
purchase DSUs directly from sellers. On April 27, 
Japan announced that the Ministry of Posts and 
Telecommunications (MPT) would begin. allowing 
customers to own DSUs. It was expected that more 
than 90 percent of Japan's NCTE would be opened to 
direct sales between sellers and users. 295  

Another issue that the United States continued to 
pursue with Japan was elimination of the distinction 
between companies providing General and Special 
Type II enhanced services or those that provide 
nationwide enhanced or value-added services and those 
offering more specialized local or regional services. 
The two countries agreed to settle these and other 
remaining issues within 120 days.296  On August 1, the 
United States and Japan reached an agreement that 
would allow U.S. companies the right to sell NCTEs 
directly to Japanese customers. 297  The agreement also 
eliminated several barriers to Japan's international 
value-added network services (IVANs) market, 
establishing procedures for U.S. companies that want 
to provide data transmission services between Japan 
and other countries, including voice mail, electronic 
banking, and other communications services. Under the 
agreement, the approval period for U.S. providers of 
IVANs was reduced to 30 days from several months 
and the approval process was made more transparent. 
In addition, a 20-percent circuit-leasing surcharge . 

 levied on foregin VANs by Japan's dominant 
international carrier, Kokusai Denshin Denwa, was 
eliminated.298  

Nippon Telegraph and Telephone (NTT) 
On March 2, 1990, an advisory committee to the 

MPT, the Telecommunications Council, recommended 
that NTT be broken up into a long-distance service 
company, a local service company, and a mobile 
communications firm.299  In its report, the Council 
recommended that long-distance service. be  broken off 
from NTT by JFY1995 following the completion of the 
company's digitalized communications network." ) 

 Mobile communications, including cellular phone 
service and pocket bell service, would become 
completely privatized after 2 years. Local service 
would remain under Government regulations. 

In its report, the committee indicated that NTT was 
stifling technological innovation, raising the cost of 
service to consumers, and suffering from inefficient 
management. Since Japan's telecommunications 

295  Jopaa Economic Institute Report, Mar. 1, 1991, p. S. 
296 1BIS, Daily Report: East Asia, Apr. 2, 1990. 
292 "J 	US. Sign Telecommtmication Equipment Accord," 

Asian Wan Street Journal, Aug. 6, 1990,.p. 4; aT 	Accord 
to Aid IVAN Operators," Japan ECOMONUC Journal, Aug. 11, 
1990, p. 13; and "New Telecomnumications Pact Initialed," Japan 
Economic Institute Report, Aug. 10, 1990, p. 9. 

299  "US. Announces New Trade Pact Set With Japan," Wall 
Street Journal, Aug. 2, 1990, and "U.S., Jam Negotiators Settle 
Dispqte," Wall Street Journal, Aug. 2, 1990. 

3•7  Under the 1984 law governmg the privatization of NTT, a 
review was to be conducted in 1990. 

3" The advisory committee's report is cited in Japan 
Economic Institute Report, Mar. 16, 1990, p. 8.  

market was liberalized on April 1, 1985, various firms 
have emerged to challenge NTT's dominant position in 
nearly every area of Japan's telecommunications 
market. However, NTT continues to have sales nearly 
60 times that of its largest competitors. Despite the 
advisory council's recommendations, there was strong 
opposition in Japan among various ministries and 
private-sector organizations to an AT&T-style 
breakup.")  The depth of political opposition became 
apparent in April when the LDP rejected MPT's 
breakup recommendations and decided to delay debate 
on the issue until JFY1995 when a review would be 
held.302  The LDP apparently took into consideration 
the drop in rm.  stock prices that had occurred since 
NTT's privatization and the fact that the Ministry of 
Finance held approximately 67 percent of NTT 
shams 303  In September the Ministry of Finance 
decided against the scheduled sale of NTT shares. 304 

 This was the second time in 2 years that auctions of 
NTT's stocks had been canceled. 305  

Cellular Phones and Third-Party Radio 

In March, an MPT study group report suggested 
that Japanese and U.S. standards for a next-generation 
digital auto telephone system be unified. The report 
was a product of the 1989 agreement, 306  which called 
for a joint study to develop a formula for 
next-generation auto telephones. The report estimated 
that Japan's market would reach 5.3 million units for 
auto phones and 2.6 million for handy phones. 307  

NTT continues to hold a 75ent market share 
of the pocket-paging market. In May, IDO, 
(Japanese mobile communications consortia) 
announced that it would buy 35 million dollars' worth 
of equipment from Motorola. /AFT also announced that 
it was designating some of Motorola's cellular 
technolou as the standard for Japan's digital cellular 
system."' 

301  Japan Economic Institute Report, Mar. 16, 1990, pp. 7-8, 
and Aug. 17, 1990, pp. 4-11. 

3C2  bid. 
X9  See FBIS, Daily Report: East Asia, Apr. 2, 1990, p. 5. 
3" See FBIS, Daily Report: East Asia, Dec. 10. 1990., p. 6. 
X5  The Government of Japan reportedly was considering 

offering 500,000 to 800,000 	ent-owned shares of Nn. at 
regular intervals between AF. 1, 1991, and Mar. 31, 1993, which 
would reduce the Government's holdings to 65.4 percent of total 
holdings. Another proposal under consideration was replacing the 
curra ►  statutory requiranan that the Government own one-third 
of NTT stock with a flat level of 5.2 million shares. There was 
also discussion over whether foreigners should be allowed to own 
NTT stock, a move opposed by MPT. Currently, foreigners can 
buy NTT shares as long as the title resides with a Japanese agent. 
Japan Economic Institute Report, Nov. 30, 1990, pp. 5-6. 

Ns For a discussion of the 1989 agreement, see USITC, OTAP, 
41st Report, 1989, USITC Publication 2317, September 1990, p. 
106. 

392  See Daily Report: East Asia, Mat 21, 1990. 
395 Japan Economic Institute Report, Aug. 17, 1990, p. 4. 
30 

 
Iwo Motorola r.thnir Victories in Japan," Chicago 

Tribune, May 25, 1990, and USTTC. OTAP, 41st Report, 1989, 
USITC Publication 2317, September 1990, p. 107. 
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Mexico 

The Economic Situation in 1990 

General 

In 1990, Mexico's "Pact for Economic Growth and 
Stability" (PECE) remained in force throughout the 
year. President Salinas de Gortari put PECE into effect 
on January 1, 1989, seeking to reactivate the Mexican 
economy following 2 years of stagnation, and to 
consolidate the results achieved under the "Economic 
Solidarity Pact" (PSE) of the previous Mexican 
administration310  Both programs were committed to 
strict discipline in the area of fiscal policies and 
monetary measures in an effort to control inflation and 
to meet Mexico's foreign-debt repayment obligations. 
Both programs featured price, wage, and exchange-rate 
controls, allowing intermittent adjustments. Both were 
instituted by the Government, in cooperation with the 
business community and labor unions. 

PECE was first extended in June 1989 through 
March 1990. In March 1990, PECE entered its second 
extension, sustaining previous commitments to 
austerity, and maintaining the daily 1 peso devaluation 
of the exchange rate in terms of the dollar. 311  However, 
officials authorized price adjustments on goods and 
services supplied by the public sector and an increase 
of 10.0 percent in the minimum wage rate. 

The third extension of the PECE, signed in May 
1990, reduced the daily rate of currency devaluation 
from 1 peso to 80 centavos. 312  In addition, a moderate 
increase in the prices of fuels and electricity was 
provided on the condition that the increase should be 
absorbed by the private sector and not be passed on to 
the consumer via higher final product prices. 

In November 1990, PECE was once again extended 
through the end of 1991. This phase of the program 
continued "decreasing devaluation"—a policy of daily 
devaluations at a declining rate—that is credited with 
controlling inflation and lowering domestic interest 
rates. The program also included provisions in favor of 
lower income groups and made additional price and 
wage adjustments. Specifically, the principal measures 
included- 

• A reduction in the daily devaluation of the 
peso in terms of the dollar from 80 
centavos to 40 centavos; 

• An additional 18.0-percent increase in the 
minimum wage;313  

31° For a discussion of PECE and PSE see USITC, Operation 
of the Trade Agreements Program (OTAP), 40th Report, 1988, 
USITC Publication 2208, July 1989, pp. 113-114. 

311  The one-peso-per-dollar-per-day devaluation measure 
became effective as part of PECE an Jan. 1, 1989, replacing the 
freeze of the peso/dollar exchange rite in the PSE. 

312  U.S. Department of State telegram, October 1990, message 
reference No. 29694. 

313  This increment is not applicable to contractual salaries, 
which will be negotiated between the patties involved. 

• A decrease in personal income tax rates, 
benefiting particularly the lower income 
brackets; and 

• An increase in the price of gasoline and 
electricity. 

Unless it is to be extended again, PECE-
originally launched for half a year—will have been in 
effect for 3 years. Successive extensions were made on 
grounds that the prior phases of the program have 
attained their objectives. 

In 1989—the first year of PECE—Mexican GNP 
increased by 3.0 percent, and it continued to grow, by 
3.9 percent in 1990, despite austerity measures in force 
both years. In comparison, the gross domestic product 
(GDP) declined in 1986, and grew only negligibly in 
1987 and 1988.314  Notably, the 1990 economic growth 
was the highest since 1981 and exceeds Mexico's 
2.1-percent population growth, as President Salinas 
pointed out on November 1, in his second "Informe" on 
the state of the Mexican economy. 315  The President 
also noted at the time that interest rates have declined, 
thereby boosting economic activity. The interest rate of 
the 28-day Treasury Certificate ("cetes") fell from 47 
percent in March to less than 27 percent in 
November.316  

Mexico's public finances improved markedly in the 
first 2 years of the PECE. Strict discipline in public 
spending reduced total public expenditures as a share 
of GDP from 45 percent in both 1986 and 1987 to 35.9 
percent in 1989, and an estimated 32.3 percent in 
1990.317  By the same token, the budget deficit 
plummeted from some 16 percent of the GDP in 1986 
and 1987 to 5.6 percent in 1989 and an estimated 4.3 
percent in 1990. The target for 1991 is a less than 1 
percent.318  Tax reform and better enforcement of tax 
laws during the year were helpful in improving 
Mexico's public finances. Mexico was also able to 
attract foreign capital and investment, and some 
domestic "flight" capital returned during the year. 

On the other hand, Mexico was not as successful at 
controlling inflation in 1990 as it was in 1989. The 
annual average increase in consumer prices, which 
reached 105.7 percent in 1986 and 159.2 percent in 
1987, dropped to 51.7 percent in 1988 under PSE, and 
to 19.7 percent in 1989 under PECE. In 1990 however, 
consumer prices were expected to rise by 30 percent. 
Despite its unwelcome acceleration, especially in the 
latter part of 1990, the inflation rate still remains 
substantially below those in the years preceding these 
two programs.319  Yet inflation, and the concomitant 

314  United Nations Economic Commission for Latin America 
(CEPAL), Preliminary Overview of the Economy of Latin America 
and the Caribbean, 1990. 

319  Latin American Economic and Business Review, December 
1990, p. 4. 

316  Interest rates in Mexico are still inordinately high 
compared with those of advanced industrial countries. Rates 
must, however, remain above the rate of inflation if capital flight 
is to be prevented. 

3" Hacienda, Mexico: A New Economic Profile, January 1991, 
pp. 12-14. 

318  President Salinas, Second Informs Presidencial on the state 
of the economy, Nov. 1, 1990. 

319  Data on inflation are based on December-to-December 
years. CEPAL, Preliminary Overview, table 5. 
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decline of real wages, remains a matter of concern, and 
its reduction to internationally accepted levels 
continues to be an important Mexican macroeconomic 
objective.320  

Unemployment is another persistent problem of the 
Mexican economy. The ratio of unemployment in 
urban areas was projected at 20.8 percent for 1990, 
compared with 20.0 percent in 1989, and 21.1 percent 
in 1988.321  Another concern is that Mexico's trade 
surplus has gradually disappeared over the last few 
years. Even though Mexico reduced its external debt 
substantially,322  foreign-exchange flows are still of 
critical importance for the Mexican economy. In 
addition to funds for debt repayment, the country needs 
sizable hard-currency revenues to finance its pent-up 
demand for imported goods. 

The Mexican trade surplus began its steady erosion 
in 1984, reflecting the decline in world oil prices on the 
export side and, more recently, the effects of Mexican 
liberalization on the import side. Imports soared in 
1988, by 55 percent; in 1989, by 24 percent; and were 
still climbing in 1990, by a projected 22 percent. 323 

 Exports could not match the steep growth of imports, 
although in the several years prior to 1990 the Mexican 
Government's very successful export diversification 
program replaced most lost oil revenues with revenues 
from manufactured exports. In 1990, a reversal 
occurred with the ascendance of oil's share in overall 
exports, as Mexico's oil revenues surged in response to 
the gulf crisis in the second half of the year. 
Nonetheless, due to a simultaneous slowdown in the 
increase of manufactured production and exports, a 
Mexican trade deficit is projected for 1990, following a 
year of near-balance in 1989. 324  

Foreign Debt 

In March 1990, Mexico concluded the first foreign 
debt agreement under the "Brady Initiative" of March 
1989. The Brady plan, named after the architect of the 
policy, U.S. Treasury Secretary Nicholas Brady, 
advocates debt relief for developing countries 
including some measure of debt forgiveness. 
According to the plan, creditors should have three 
options: (a) to reduce the principal, (b) to reduce the 
interest rate, and (c) to provide new loans. Guarantees 
that debtors will make their payments under the new 
arrangements were to be provided by the industrial 
countries' governments, and by international 
organizations, such as the World Bank and IMF. 325  

323  Trade and Investment Prospects With Mexico, paper 
punned by Rogelio Ramirez de la 0 Ecanal at a conference on 
"Trade and Investment Prospects with Mexico" on Jan. 9-11, 
1991, p. 6. 

3a1  CEPAL, Preliminary Overview, table 4. 
372  See following section. 
323  IMF, International Financial Statistics, and Banco Nacional 

de Comer= Exterior. 
334  Mexican trade statistics exclude trade generated by the 

maquiladora industry. If net earnings from the maquiladora are 
taken into consideration, a small surplus would have been 
projected. 

73  For more information on the Brady Plan, see USITC, 
Review of Trade and Investment Liberalization Measures by 
Mexico and Prospects for Future United States—Mexican 

Mexico's foreign debt peaked in 1987 at $107.4 
billion, and began to decline thereafter as the Mexican 
Government and private debtors were able to retire 
some of the debt. During 1986-88, the Government 
acquired several billion dollars of debt at a discount in 
exchange for pesos that, in turn, had to be invested in 
Mexico. Thus, these so-called "debt-equity swaps" 
allowed Mexico to buy back its own debt at a discount 
and to attract foreign investment at the same time. In 
addition, the U.S. Treasury issued 20-year "zero 
coupon" (non-interest-paying) bonds to back securities 
issued by the Mexican Government in exchange for 
part of Mexico's foreign debt. 326  The agreement 
reached in March by Mexico with its creditor banks 
involved $48 billion of medium-term debt. Among the 
three options offered in the Brady plan, creditor banks 
chose predominantly to reduce the interest (second 
option) and the principal (first option). To extend new 
loans was the least-favored choice. The Mexican 
Government estimates that the combined effect of the 
debt relief extended by creditors reduced Mexico's 
external debt by September 1990 to some $84.0 billion, 
compared with $95.1 billion in December 1989.327  As 
a ratio of GDP, Mexico's external debt declined from 
76.6 percent in 1986 to around 60 percent in 1988 and 
to 40 percent in March 1990.328  

Merchandise Trade With the United States 
In 1990, U.S. merchandise trade with Mexico 

reached an all-time record of $57 billion, representing a 
12.4-percent increase over that in 1989. Trade 
expanded in both directions, although at a slower rate 
than the previous year. Despite the unusually large U.S. 
demand for Mexican petroleum during the year as a 
Jesuit of the Persian Gulf crisis, the U.S. deficit in this 
trade continued to contract, registering $2.0 billion for 
the year. 

Mexico maintained its place as both the 
third-largest single-country market for U.S. exports and 
third-largest single-country source of U.S. imports. 
However, despite its ranking right behind Canada and 
Japan as a U.S. trading partner, Mexico accounted in 
1990 for only 7.3 percent of overall U.S. exports and 
6.0 percent of total U.S. imports. By contrast, Mexico's 
dependence on the United States exceeded 70 percent 
in both directions of its trade. 

The balance of U.S. trade with Mexico shifted 
from a pattern of consistent annual U.S. surpluses to a 
U.S. deficit for the first time in 1982, when Mexico's 
debt crisis became manifest. This crisis triggered the 

325—Castiourd 

Relations, April 1990, (Phase US1TC Publication 2275, pp. 
1-5, and US1TC, OTAP, 41st Report, 1989, USITC Publication 
2317 p. 114. 

325 USITC, OTAP, 39th Report, 1987, USITC Publication 
2095,p. 4-35. 

Hacienda, Mexico: A New Economic Profile, p. 22. This 
debt total does not include the 55.8 billion in new loans Mexico 
incurred and pledged for guarantees on the new bonds issued, 
since these bonds are counted as Mexican assets. 

328  Latin American Economy & Business, December 1990, 
P. 5. 
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imposition of rigorous trade controls in Mexico that 
were designed to generate sizable trade surpluses. In 
1983, the United States had a negative merchandise 
trade balance of $7.9 billion with Mexico that began to 
shrink thereafter. The contraction of the U.S. deficit 
accelerated from 1988, when liberalization began to 
strongly affect Mexican trade. 

Manufactures predominate in United States-
Mexican trade, constituting almost 80 percent of U.S. 
exports to Mexico and two-thirds of U.S. imports (see 
table 14 and fig. 8). Bilateral agricultural trade is 
affected by constraints on both sides, many of which 
are expected to be major issues in possible FM 
negotiations.329  United States-Mexican trade can also 
be characterized as being largely "inter-industry," i.e., 
much of trade in both directions takes place in the same 
large product categories. Machinery and transportation 
items are the major category on both the U.S. export 
side (47.1 percent of the total in 1990) and U.S. import 
side (44.8 percent). Miscellaneous manufactured 
articles constituted more than 10 percent of U.S. trade 
flows in both directions. In 1990, bilateral  

trade in these two large product categories was fairly 
balanced. 

Manufactured articles classified by material (12.7 
percent of U.S. exports and 8.3 percent of U.S. 
imports) constituted another important SITC category 
of bilateral trade. In 1990, the balance of this trade 
favored the United States. 330  An imbalance of bilateral 
trade in nonfuel crude materials as well as in chemicals 
also continued to favor the United States. Meanwhile, 
as in prior years, mineral fuels (specifically crude 
petroleum) were mainly responsible for the overall 
U.S. merchandise trade deficit with Mexico. Trade in 
food products also favored Mexico. 

U.S. exports to Mexico amounted to $27.5 billion 
in 1990. Their rate of increase, at 13.9 percent, 
represented a slowdown compared with the 
41.4-percent surge of U.S. exports to Mexico in 1988 
and their 21.5-percent increase in 1989. The rapid 
growth of exports to the Mexican market in the last 3 
years can be attributed to Mexico's economic and trade 
liberalization reforms, pent-up demand for foreign 
goods  1 and the relative strength of the Mexican 
pes0.35 

329  About 40 percent of agricultural imports from Mexico 
enter free of duty. The remainder are dutiable at a 
trade-weighted average of 7 percent. Mexico's trade-weighted 
duty on US. agricultural products averages 11 percatt. Also 
affecting U.S. agricultural trade with Mexico are nontatiff 
barriers, such as US. marketing orders, Mexican import-licensing 
requirements, and both countries' phyurtanitary rules. 

Table 14 
U.S. merchandise trade with Mexico, by SITC Nos. (Revision 3), 1933-90 

(Thousands of dollars) 

S1TC 
section 
no. Desdiption 1988 1989 1990 

U.S. exports 

0 Food and live animals  	 1,469,950 1,990,452 1,917,947 
1 Beverages and tobacco. 	  14,091 19,434 23,440 
2 Crude materials, inedible, except fuels. 	  1,465,070 1,492,799 1,395,064 
3 Mineral fuels, lubricants and related materials. 	  485,443 712,280 826,113 
4 Animal and vegetable oils, fats, and waxes. 	  157,455 143,026 120,562 
5 Chemicals and related products, n.e.s. 	  1,835,663 2,195,143 2,298,156 
6 Manufactured goods classified chiefly by material  	 2,268,453 2,961,214 3,488,357 
7 Machinery and transport equipment 	  9,443,221 10,812,782 12,938,173 
8 Miscellaneous manufactured articles 	  1,907,883 2,469,490 2,694,371 
9 Commodities & transactions not classified elsewhere in SRC 	 806,115 1,320,637 1,565,413 

Total all commodities.. 	  19,853,345 24,117,255 27,467,595 

U.S. imports 

0 Food and live animals . 	  1,930,621 2,379,604 2,565,454 
1 Beverages and tobacco . 	  264,501 256,628 259,762 
2 Crude materials, inedible, except fuels. 	  502,299 597,161 769,406 
3 Mineral fuels, lubricants and related materials. 	  3,175,271 4,200,483 5,191,617 
4 Animal and vegetable oils, fats, and waxes. 	  8,161 13,961 8,649 
5 Chemicals and related products, n.e.s. 	  549,755 570,256 646,598 
6 Manufactured goods classified chiefly by material  	 2,255,105 2,632,168 2,463,605 
7 Machinery 	transportequipment 	  10,570,511 11,786,584 13,235,230 
8 Miscellaneous mans 	articles 	  ufactu 2,369,980 2,738,135 3,033,724 
9 Commodities & transactions not classified elsewhere in SITC ... 990,983 1,381,591 1,331,918 

Total all commodities 	  22,617,177 26,556,570 29,505,962 

Note.—Data before 1989 are estimated. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 

33° An important portion of this category is trade in steel 
products, which is controlled by the voluntary steel restraint 
agreement (VRA) that is scheduled to expire in March 1992. 
Trade in textiles, another important portion, is also regulated by a 
bilateral agreement and the Multifiber Arrangement (MFA). 

331  For a discussion of Mexico's import-liberalization and 
exchange-rate policy, see the following sections. 
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Sales of machinery and transportation equipment, 
the largest group of U.S. exports to Mexico, continued 
to rise in 1990. The most significant gains were in 
exports of auto parts, which remained the leading items 
of this trade (table A-11). Mexico has been consistently 
the second-biggest market (after Canada) and the 
fastest- growing market for U.S. auto parts throughout 
the 1980s. 

In addition to automotive products, aircraft, 
electrical equipment, office machines, and 
telecommunications products continued to be major 
U.S. export items to Mexico in the year under review. 
U.S. sales of machinery and transportation items were 
sustained, in part, by Mexico's booming maquiladora 
industry, which purchases the needed equipment 
mostly from the United States and buys mostly U.S. 
components for the finished products it will reexport to 
the U.S. market after assembly. 332  

Other than machinery and transportation equipment 
items, exports to Mexico that showed gains of note 
included refined oil products and grain sorghum. 
Mexico is the fourth-largest export market for U.S. 
food products—mostly cereals and soybeans—after 
Japan, Canada, and the Soviet Union. 

In 1990, U.S. imports from Mexico amounted to 
$29.5 billion. They were up by 11.1 percent, 
expanding at a slower rate than in 1989 (17.4 percent). 
This trade flow can be characterized by the special 
importance of 3 categories of products: (1) petroleum, 
(2) subheading 9802.00.60 and heading 9802.00.80 of 
the Harmonized Tariff Schedule (formerly TSUS items 
806.00 and 807.00, respectively), 333  and (3) imports 
enjoying duty-free entry under the U.S. program of the 
Generalized System of Preferences (GSP). 

Petroleum continued to be the leading item in this 
trade. For several years before 1990, the composition 
of U.S. imports from Mexico shifted away gradually 
from the dominance of petroleum to a higher portion of 
manufactured products. This process reflected 
Mexico's accomplishments in diversifying its exports. 
In 1990 however, the Persian Gulf crisis necessitated 
additional U.S. imports of Mexican crude oil, while 
sharp increases in the world petroleum price raised the 
value of such imports considerably (table A-12). 
Mineral fuels accounted for 17.6 percent of total U.S. 
imports from Mexico in 1990, compared to 15.8 
percent in 1989, and 14.0 percent in 1988. 334  

U.S. imports of Mexican machinery and 
transportation equipment—the largest category of this 
trade as well as of U.S. exports to Mexico—continued 
to rise in 1990. Imports amounted to $13.2 billion, up 

332  On Mexico's maquiladora industry see also the discussion 
of U.S. imports later in this section. 

"3  HTS item 9802.00.60 applies to nonprecious metal articles 
(1) made or processed in the United States, (2) exported for more 
processing abroad, and then (3) returned to the United States for 
further processing. HTS item 9802.00.80 applies to articles that 
are assanbled abroad, in whole or in part of U.S.-made 
com_poneets, and then imported into the United States. 

3  Notably, in 1982, petroleum still accounted for more than 
half of overall U.S. imports from Mexico.  

12.3 percent from 1989. As on the U.S. export side, 
automotive products, and telecommunications 
equipment were the top goods in this group. Mexican 
automobile companies, forced by a 1983 decree to 
maintain positive trade balances, have accounted for 
the biggest share of Mexico's export surge in 
manufactures. Notably, the Mexican automobile 
industry consists mainly of U.S. or other foreign 
subsidiaries, such as the big 3 U.S. automakers plus 
Volkswagen and Nissan. 

A large part of U.S. machinery and transportation 
equipment imports from Mexico, especially of auto 
parts, telecommunications equipment, and office 
machinery, enter the United States under HTS 
9802.00.60 and 9802.00.80 after further processing or 
assembly in Mexico from imported inputs. The United 
States levies duty only on the value added in Mexico; 
the U.S. content reenters duty-free. 335  Mexico's 
production units involved in this process had been 
legally established in 1965 with the sole purpose of 
further processing foreign material or assembling 
foreign components. These units, called maquilas,336 

 are collectively referred to as the "maquiladora 
industry." The maquilas are the leading beneficiaries 
of U.S. duty-free treatment under HTS provisions 
9802.00.60 and 9802.00.80. 

Mexican authorities established the maquiladora 
industry in 1965 to create jobs in Mexican territory that 
borders the United States. The program was later 
extended to include interior regions of Mexico. 
Mexican authorities allowed maquilas to be fully 
foreign owned, although until recently Mexico 
generally permitted only minority foreign ownership in 
nonmaquila areas of production. The maquiladora, 
ranking as Mexico's second-largest industry after oil 
and related production, continued to thrive in 1990. 

U.S. imports under HTS provisions 9802.00.60 and 
9802.00.80 have rapidly increased as a share of overall 
imports from Mexico in the 1980s, peaking in 1988 at 
47.7 percent of the total (table 15). In 1990, the 
percentage of such imports was 44.1. 337  The decline, 
especially in the past year, is attributed to the effect of 
the U.S. recession on maquiladora production. 338  In 
addition to items in the machinery and equipment 

"5  Mexico is the leading supplier of all U.S. imports under 
subheading HTS 9802.00.80 in several categories of machinery 
and equipment. Mexico's share of all 1989 duty-free imports 
under this subheading was 53 percent for auto parts, 85 percent 
for electrical circuit breakers, 88 percent for electrical capacitors, 
95 percent for T.V. receivers, 87 percent for electrical appliances, 
93 percent for transformers, 37 percent for office machinery and 
parts. USITC, Production Sharing: U.S. Imports Under 
Harmonized Tare Schedule Subheadings 9802.00.60 and 
9802.0080,1986-1989, USITC Publication 2365, March 1991. 

336  The term "maquila" is generally associated with the 
labor-intensive subsidiary of a foreign company that receives 
from its parent duty- free and in bond its machinery, equipment, 
and raw materials needed for processing or assembling 

components manufactured outside Mexico. 
"1  For a further analysis of such imports from Mexico, see 

ilia, and USITC, Publication 2349, January 1991, pp. 1-15. 
3311  Mexico Update, Feb. 15, 1991. 
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category, maquilas supply a major part of apparel and 
miscellaneous manufactures imported from Mexico. 
Mexico is the leading source of the duty-free part of 
U.S. textile, apparel, and footwear imports under HTS 
subheading 9802.00.80.339  

U.S. imports of Mexican food continued to rise in 
1990. The United States predominantly imports from 
Mexico tropical products and specialty crops, such as 
coffee, fruits and nuts, and tomatoes. Mexico is the 
second-largest foreign supplier of agricultural products 
to the U.S. market after Canada Tuna and shrimp are 
also major food import items. Among the leading 
Mexican food items on the U.S. market, a surge in 
1990 of imports of tomatoes and bovine animals should 
be noted. Conversely, imports of shrimp and coffee 
from Mexico dropped in the past year. 

In 1990, 9.1 percent of U.S. imports from Mexico 
entered duty free under the U.S. GSP program, for 
which Mexico is eligible as a developing country (table 
15). Major imports from Mexico receiving GSP 
treatment include furniture; household electrical 
appliances; float glass; and toys, games, and sporting 
goods. Products benefitting from GSP have attained 
their thus far highest share of overall U.S. imports from 
Mexico in 1988 at 9.7 percent. 

Major Policy Developments Affecting Trade 
The 	Mexican 	Government's economic 

liberalization policy continued in 1990, producing new 
measures or putting earlier ones into effect. Measures 
with major implications for Mexico's foreign trade and 
investment and for U.S. interests included 
exchange-rate regulations, privatization and foreign 
investment regulations, and automotive regulations. 
These changes are discussed below. 

Foreign Exchange Policy 

As mentioned earlier, the third extension of PECE 
in May 1990 set the peso's automatic daily devaluation 
rate in terms of the dollar at 80 centavos. This 
represented a slow-down of the previous 1-peso-a-day 
devaluation rate that had been in effect from the 
beginning of PECE, or January 1, 1989. The fourth 
extension of PECE, in November 1990, currently in 
effect, slowed the peso's devaluation rate further, to 40 
centavos daily. 

According to several analysts, this gradual 
slowdown in the peso's automatic nominal devaluation 
has led, in effect, to the currency's appreciation in real 
terms.341  Such appreciation made the exchange rate a 

339  Production Sharing: 9802.00.60 and 9802.0080, USTIV 
Publication 2365, March 1991. 

34°  See also "United States-Mexico Bilateral Trade Issues" 
later in this section. 

3" For example, according to an article by Christopher 
Whalen, "Free Traders Ignore Grim Reality in Mexico," Wall 
Street Journal, Apr. 30, 1991, the current exchange rate of some 
3,000 pesos per dollar should be readjusted approaching 4,000 
pesos per dollar.  

factor in eroding Mexico's trade surplus of 
manufactured products. Although the stronger peso 
helped to control inflation by making imports cheaper, 
it also made exports more expensive, thereby 
jeopardizing the country's policy of export 
diversification. Still, the stable if overvalued peso is 
largely seen as the single greatest success of the Salinas 
Government as it has convinced investors, Mexican 
and foreign, to bring money into the country. 

The official exchange rate of the peso was 2,963 
per U.S. dollar on January 2, 1991. This rate compares 
with 2,683 pesos per dollar a year earlier. 

Privatization 
Measurable progress in privatizing the Mexican 

public (parastatal) sector began in 1987. 342  Between 
January 1989 and November 1990, the Mexican 
Government generated about $1.6 billion from the sale 
of public enterprises.343  Of the 1,155 parastatal units 
that existed in 1982, 285 remained by the end of 
1990.344  Steel-producing units, Mexico's largest 
insurance company, the Mexican telephone system, 
commercial banks, and several other parastatal units 
are presently in the process of privatization.345  

In 1990, Mexico returned to a so-called "mixed 
banking system," which had prevailed before the banks 
were nationalized in 1982. On May 2, President Salinas 
requested Congress to repeal the 1982 nationalization 
of the country's banks and reopen the financial system 
to private investment. In August, Mexico's Secretary of 
Finance announced that a special divestiture committee 
would oversee the sale of Mexico's existing 18 
commercial banks, and he outlined the rules that would 
be applied in the reprivatization process. Notably, 
foreign investors were to be encouraged to make 
longer-term investments in the banks but control would 
be concentrated in. Mexican hands for the foreseeable 
future.346  

The privatization process of the banks is reportedly 
well under way,347  and most state-owned banks will be 
sold during 1991.3" However, U.S. business sources 
point out that the ability of foreign banks to establish 
and maintain operations in Mexico will continue to be 
restricted under this system unless all barriers to entry 
are removed.349  The remaining Mexican bathers to 

342  For more infomation on privatization, see US1TC, Review 
of Trade and Investment Liberalization Measures by Mexico: 
Phase I, US1TC Publication 2275, Apr. 1990, p. 3-7. 

343  Hacienda, Mexico: A New Economic Profile, p. 16. 
3" Based on data published by the Mexican Secretary of 

Finance and Public Credit (SHCP). 
345  Hacienda, Mexico: A New Economic Profile, p. 15. 
346  U.S. Department of State telegram, Aug. 14, 1990, Mexico 

Citymessage reference No. 22016. 
347  Hacienda, Mexico: A New Economic Profile, p. 16. 
349  Regulations published in December 1989 .  opened 

state-owned banks to domestic and foreign participation. 
According to these regulations, the Government will retain a 
66-percent voting control through "A" shares. The remaining 34 
w-mit  of shares can be purchased by Mexican private investors 
("B" shares) and/or foreign investors. Thus, foreign investors are 
rained to obtain up to 34 percent ownership through nonvoting 

C" shares or "certificados de aportacion patrimonial" (CAPs). 
M9  US1TC, The Likely Impact on the United States of a Free 

Trade Agreement With Mexico, USITC Publication 2353, February 
1991, p. 4-42. 
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foreign investment in the area of financial services are 
expected to become a bilateral issue if FTA 
negotiations are pursued. According to a report 
published by the USITC in February 1991 on the likely 
effect of the FTA, "If U.S. banks are allowed to offer a 
full range of financial services and products directly in 
the Mexican market, there could be a moderately 
positive impact on U.S. banking services exports to 
Mexico in the long term." 350  

The other major 1990 development in the area of 
Mexican "privatization" took place on December 9, 
1990, when a 20.4-percent controlling interest in 
Telefonos de Mexico (TELMEX) was awarded through 
competitive bidding to a United States-Mexican-French 
consortium for $1.76 billion collectively.351  The U.S. 
company is Southwestern Bell of St. Louis, MO; the 
other members of the consortium are France Telecom 
and Grupo Carso of Mexico. 352  Included in the sales 
price is an option for Southwestern Bell to buy another 
5-percent stake in TELMEX from the Mexican 
Government. Over the next 5 years, the consortium is 
committed to investing up to $10 billion in TELMEX, 
including, doubling the number of phone lines to 10 
million."3  Currently, foreigners can own up to 49-
percent equity of a Mexican telecommunications 
services provider. 

Earlier, in March 1990, cellular services licenses 
were awarded to eight regional cellular network 
consortiums that also included U.S. companies. The 
privatization of the Mexican telecommunications 
industry is expected to expand the Mexican market for 
telecommunication and information services, especially 
for the United States, which has the largest and most 
advanced telecommunications sector in the wodd. 354  

Automotive Regulations 

"The Decree for the Development and 
Modernization of the Transportation Vehicles 
Manufacturing Industry," a decree signed by President 
Salinas in December 1989, became effective on 
January 1, 1990. These new measures apply to 
heavy-duty trucks and buses. Designed to create a more 
efficient transportation system for persons and goods, 
these measures gave more freedom to producers in 
choosing the type of vehicles they manufacture and 
eased import restrictions and local-content 
requirements for producers.355  

350  Paid., 4-41. 
331 TE 	is Mexico's telephone monopoly, and its 

second-largest parastatal unit after PEMEX, the country's 
petroleum monopoly. It controls most of the basic switched 
telecommunications network, along with several other service and 
manufacturing ventures. 

352  Journal of Commerce, Dec.. 12, 1990. 
353  Keith Bradsher, "Group Will Buy Mexico's Phone 

Comany," New York Times,  Dec. 9, 1990, p. Dl. 
USITC, The Likely Impact of FTA With Mexico, USITC, 

Publication 2353, Febmary 1991, p. 4-47. 
355  For more infomtation on Mexico's latest automotive 

regulations, see also USITC, OTAP, 41th Report, 1989, USITC 
Publication 2317, p. 114, and Review of Trade and INVaillIelti 
Liberalization Measures: Phase 1, URTC, Publication 2275, 
April 1990, p. 4-10. 

"The Decree for the Development and 
Modernization of the Automotive Industry" became 
effective on November 1, 1990. This decree, also 
issued in December 1989 covering light trucks, 
medium trucks, finished automobiles and auto parts, 
also relaxes several preexisting regulations. 356 

 Notably, it allows Mexican companies currently 
producing or selling .automobiles in Mexico to import 
foreign-made models. Previously, importation of 
finished automobiles was effectively prohibited by the 
Government's refusal to issue the required import 
permits. 

Despite the new, more liberal provisions, extensive 
trade and regulatory barriers remain in the Mexican 
automobile sector. For example, in order to qualify for 
licenses to import vehicles, companies must maintain 
positive trade balances. For each dollar (or other 
foreign-exchange unit) used for the import of new 
vehicles, companies must achieve exports worth $2.50 
in model year 1991,357  $2.00 in model years 1992 and 
1993, and $1.75 in model year 1994. In addition, the 
regulations provide that in 1991 and 1992 the total 
number of imported vehicles shall not exceed 15 
percent of total Mexican sales and in 1993, 20 percent 
thereof. Moreover, imports of vehicles with engines 
under 1.8 liters are prohibited until the 1993 model 
year.358  With regard to auto- parts, the decree provides 
that local content must account for at least 36 percent 
of the value added. 

The liberalization of automotive imports during the 
year under review, as well as the barriers that remain, 
have major implications for . U.S. interests, since 
automotive trade is the largest component of bilateral 
trade. Automotive items constitute the major portion of 
manufactured good exported to the United States by 
both Mexico and Canada. Therefore, this sector is 
considered likely to be a major issue in any trilateral 
negotiations for a North- American free trade 
agreement. 

Maquiladora 
The "Decree for the Promotion and Operation of 

the Maquiladora Industry for Exportation" was in 
effect at the beginning of 1990 for a few days only. The 
Mexican Government put this decree into effect on 
December 23, 1989.3" In order to encourage better 
transfer of technology to the maquiladoras, the new 
regulations allow them to import computers for 
administrative purposes free of duty. Under the earlier 
1983 maquiladora decree, only equipment needed for 
the productive process was permitted to enter Mexico 
free of duty. 

336 Ibid 
357  The model year tuns from Nov. 1 of a given calendar year 

to Oct. 31 of the following calendar year (Automotive Decree, 
198U 

33° USITC, Review of Trade and Investment Liberalization 
Measures, Phase I, USITC Publication 2275, April 1990, p. 4-10. 

359  The maquiladora industry consists of companies (maquilas) 
for which foreign ownership was allowed even in the years of 
Mexico's dosed-door economy. They are predominantly U.S.-
owned. See previous section and also USITC, OTAP, 41st Report, 
1989, USITC Publication 2317, September 1990, p. 115. 
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The new regulations also allow maquiladoras to 
sell more of their products on the domestic market, 
boosting the allowable share of domestically consumed 
maquiladora production from 20 percent to 50 percent 
of the total. Earlier, the red tape associated with selling 
in Mexico was prohibitive, therefore, virtually all 
maquiladora production was exported. The new 
regulation is considered an instrument of integration 
between the maquiladora and the rest of Mexican 
industry. 

In 1990, the Government also streamlined the 
administrative procedures needed to establish new 
maquilas. 

United States-Mexican Bilateral Trade 
Issues 

Overview 

In 1990, steadily improving relations between the 
United States and Mexico received a further boost from 
the prospect of an FTA, possibly with Canada as the 
third North American party included. Developments 
pertaining to an FTA were the most important bilateral 
exchanges during the year. "At no time in recent 
memory have our trade relations been as harmonious as 
they are today," said United States Trade 
Representative Carla Hills in testimony before the 
House Ways and Means Committee 36° 

The United States and Mexico began to forge 
closer ties after Mexico's accession to the GAIT in 
1986. In November 1987, the two countries concluded 
the "Framework of Principles and Procedures for 
Consultation Regarding Trade and Investment 
Relations," a consultative mechanism established for 
discussing concerns in mutual trade and investment 
issues. This agreement, which is considered a landmark 
in economic relations between the two countries, 
facilitated subsequent accords in the area of bilateral 
trade in steel, alcoholic beverages, and textiles. 

In October 1989, the two countries reached an 
"Understanding Between the Government of the 
United Mexican States and the Government of the 
United States of America Regarding Trade and 
Investment Facilitation Talks" (TIFTs). The mandate of 
TIFTs, going beyond that of the Framework 
Understanding, provided for comprehensive trade and 
investment negotiations, forcing the parties to conduct 
continuous negotiations on specific sectors and 
non-sectoral issues.361  

FTA Developments 
U.S. officials and academics have been considering 

the possibility of an FTA with Mexico since the 

36° U.S. House of Representatives, Subcommittee on Trade, 
Hearing, 101st Cong., 2d Sess., June 14,1990. 

361  For additional information on these accords, see USITC, 
OTAP 40th report, 1988, USITC Publication 2208, July 1989, pp. 
118-119, USITC, OTAP 41st report, 1989, USITC Publication 
2317, September 1990, pp. 111-113, and USITC, Review of Trade 
and Investment Liberalization Measures: Phase I, USITC 
Publication 2275, April 1990, pp. 2-1,2-6.  

mid-1980s.362  However, although bilateral economic 
relations have markedly improved in the past few 
years, Mexico refused until recently to consider such 
an accord. It came therefore as a surprise in 1990 when 
high-ranking officials from the two countries began 
moving in this direction. Mexico's earlier resistance to 
an FTA had been largely based on the view that the 
developing Mexican economy needed protection 
against the penetration of goods and capital from its 
highly industrialized northern neighbor. Mexican 
opposition to an FTA persisted even as Mexico's 
historic protectionist stance and import-substitution 
philosophy changed dramatically in the 1980s, 
especially since 1986, when Mexico joined the General 
Agreement on Tariffs and Trade 363. 

The abrupt 1990 change in the Mexican opposition 
to an FTA is widely attributed to recent historic 
changes that have taken place in the Soviet Union and 
Eastern Europe. In early 1990, Mexican president 
Salinas traveled to Europe, where he learned that, in 
spite of the Mexican Government's recent liberalizing 
reforms, Eastern Europe was the European countries' 
priority interest for investment purposes. 

In a sharp break with earlier thinking, the Salinas 
government now states that to achieve economic 
growth, Mexico needs large inflows of foreign capital 
and technology. According to numerous analysts, 
Mexico became concerned that the dismantling of 
communism in Europe might increase Mexico's 
difficulties in attracting foreign capital, either for the 
privatization of state entities or for fresh investment 

362  In 1990, work proceeded on three U.S. International Trade 
Commission studies regarding trade with Mexico. At the request 
of the Committee on Ways and Means, U.S. House of 
Representatives, the USITC conducted a two-part "Review of 
Trade and Investment Liberalization Measures by Mexico and 
Prospects for Future United States-Mexican Relations" under 
section 332(g) of the Tariff Act of 1930. See USTIV, Review of 
Trade and Investment Liberalization Measures by Mexico and 
Prospects for Future United States-Mexico Relations, Phase I: 
Recent Trade and Investment Reforms Undertaken by Mexico and 
Implications for the United States, USITC Publication 2275, April 
1990. 

Phase II of the investigation covered the views of U.S. and 
Mexican government officials, academics, private sector and labor 
union representatives, etc. on various possible approaches to 
closer economic relations, including a bilateral U.S-Mexican FTA, 
a tribunal North American FTA, or a multilateral (fully or 
partially hemispheric) FTA. See USITC, Review of Trade and 
Investment Liberalization Measures by Mexico and Prospects for 
Future United States-Mexico Relations, Phase II: Summary of 
Views on Prospects for Future United-States-Mexico Relations, 
USITC Publication 2326, October 1990. 

A request by the House Committee on Ways and Means in 
September 1990 for a further Commission investigation was 
prompted by the two countries' officially declared interest in 
negotiating an FTA in a near future. The report assessed the 
possible impact of an FTA on the U.S. economy in general, on 

c sectors thereof, and selected geographic regions of the 
sited States. These assessments took into consideration the 

implications of Canada's joining the FTA as a third party. /That 
investigation concluded with USITC, The Likely 'macron the 
United States of a Trade Agreement with Mexico," USITC 
Publication 2353, February 1991. 

363  The long-held view that without appropriate trade and 
investment restrictions Mexico would be overpowered by the 
economically much stronger United States—possibly to the extent 
of losing its sovereignty and independence—still reverberates 
strongly in many Mexican circles. 
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projects. 364 	Also, many observers stated that 
strengthening regional linkages among European and 
Western Pacific countries have made Mexico more 
sensitive to the challenges that regional economic 
groupings all over the world now pose to all North 
American economies. 

The chronology of major 1990 developments 
towards FICA negotiations with the United States is as 
follows: 

June 10, 1990 
President Bush and President Salinas meet 
in Washington and determine that a 
comprehensive FM would be the best 
vehicle to broaden bilateral economic 
relations. They direct United States Trade 
Representative Carla Hills and Mexican 
Minister of Commerce and Industrial 
Development Jaime Serra Puche to 
commence preparatory consultations. 365  

August 6, 1990 
Ambassador Hills and Minister Serra Puche 
jointly recommend the formal initiation of 
negotiations towards a comprehensive 
FTA.366  

August 21, 1990 
In a letter to President Bush, President 
Salinas formally requests FTA negotiations. 

September 1990 
Canada expresses a desire to participate in 
the FTA negotiations. The ministers 
(secretaries) of the three countries begin to 
explore the feasibility of trilateral 
negotiations.367  

September 25, 1990 
President Bush submits a formal request to 
Congress for authority to negotiate an FTA 
with Mexico. The announcement signals 
the beginning of a 60-legislative-day period 
during which Congress may approve or 
disapprove the "fast-track" negotiating 
authority.36  

October 1990 
U.S. Commerce Secretary Mosbacher and 
Mexican Minister of Commerce Serra 
Puche jointly visit U.S. businessmen in 
Houston, Dallas, New York, Chicago, and 
Los Angeles to raise support for the 
proposed FTA. 

366  Rogelio Ramirez de la 0 Canal, Trade and Investment 
Prospects With Mexico, p. 8. 

343  The White House, Office of the Press Secretary. 
366  US1Rpress release 
367  On Feb. 5, 1991, the leaders of the United States, Canada, 

and Mexico issued a joint communique announcing their intention 
to pursue a trilateral North American FTA. They agreed that 
such an accord would aim for the widest liberalization of trade in 
goods and services, foreign investment, protection of intellectual 
property and dispute settlement. The White House. 

November 26-27, 1990 
Presidents Bush and Salinas meet in 
Monterrey, Mexico, to continue discussing 
the FTA and other subjects. 369  

Textiles and Apparel 

In February 1990, the United States and Mexico 
signed a new Memorandum of Understanding (MOU) 
on trade of textiles and apparel. This document amends 
and further liberalized the 1988 bilateral textile 
agreement that was negotiated under the "Framework 
Understanding." The 1988 accord, effective January 1, 
1988, through December 31, 1991, established a 
"special regime" that allowed for increased Mexican 
access to U.S. markets for most apparel and selected 
textile products assembled in Mexico from fabrics 
made and cut in the United States. The agreement set 
aside a significant portion of prevailing quotas for the 
special-regime articles and permitted much greater 
access for these products to the U.S. market than 
before, expanding quotas significantly above the 1987 
base levels 370 

The February 1990 MOU further liberalized 
Mexican access for "special-regime" products in the 
U.S. market. In addition, the MOU liberalizes access 
for products made by Mexican industries not involving 
U.S.- made and cut fabrics. The accord eliminates 33 
U.S. quotas, covering 52 product categories, imports of 
which total about $115 million, or 15 percent of total 
imports from Mexico in 1989.371  It also liberalizes 
quotas on an additional 60 percent of Mexican textile 
and apparel trade flows to the United States (based on 
1989 trade) by increasing these quotas and by changing 
some specific limits (SLs) to more liberal, designated 
consultation limits (DCLs). SLs are set for the duration 
of the agreement; DCLs can be increased upon 
consultation between the two Governments. 

A conflict over bilateral textile trade developed on 
October 23, 1990. On that day, on short notice, Mexico 
put labeling regulations in place on finished textile 
imports. These regulations require a permanently 
affixed, woven label on all imports of textile and 
apparel products, using Spanish language and metric 

365  "Fast track" means that, if Congress approves the use of 
this provision for the FTA, the administration must return with a 
negotiated package within 2 years. At this point, Congress can 
either accept of reject the treaty without amendments. 
"Fast—track" consideration of trade agreements is provided for by 
the Omnibus Trade and Competitiveness Act of 1988. 

Following a formal declaration of the United States, 
Canadian, and Mexican heads of state on Feb. 5, 1991, proposing 
the creation of a North— American FTA, on Feb. 6, 1991, the 
Senate Finance Committee opened a series of hearings on the 
FTA and the question of the President's "fast—track" authority to 
negotiate it. Carla A. Hills, United States Trade Representative, 
and several representatives of U.S. business testified in favor of 
the FTA and "fast—track." The AFL—CIO and representatives of 
environmental concerns were the principal witnesses for the 
opposition. Hearings on the same subject were also held in the 
Ways and Means Committee of the House of Representatives. 

See also USITC, OTAP, 39th Report, 1987, USITC 
Publication 2095, July, 1988, p. 4-36. 

371' USITC, Monthly Inrporausiness Review, August 1990, 
P. 7 . 
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measurements and naming both the U.S. exporter and 
Mexican importer. U.S. textile exporters protested that 
these requirements are difficult to meet because the 
U.S. manufacturer may not be the exporter and 
products may be shipped to Mexico through a number 
of importers. Industry sources also claimed that 
meeting the new requirements would complicate 
distribution and involves significant additional cost. 372 

 The new Mexican labeling regulations have delayed 
shipments of U.S. exports and the dispute remained 
unresolved by the end of the year under review. 373 

 Textile manufacturers constitute one of the few U.S. 
business groups that are concerned about the adverse 
impact of an FTA on their interests. 

Intellectual Property Rights 

On January 24, 1990, the United States removed 
Mexico from the "Priority Watch List" in response to 
announcements by the Mexican Government that 
proposed new legislation will improve Mexican 
protection of intellectual property rights (IPR). The 
U.S. Government placed Mexico on this list in May 
1989, along with seven other countries that had 
insufficient IPR legislation or enforcement, under the 
"special 301 provision" of the Omnibus Trade and 
Competitiveness Act of 1988. 374  United States Trade 
Representative Carla Hills stated at the time that the 
reason behind Mexico's removal from the list was that 
"the Mexican Government has demonstrated its firm 
belief in the need to protect intellectual property 
rights."375  

The proposed legislative changes in Mexico 
include the immediate grant of product patents, 
broad-scope trade secret protection that could enable 
recourse against third-party use of illicitly obtained 
trade secrets, and respect for trademarks of foreign 
origin and the movement toward more effective 
enforcement of all intellectual property rights available 
in Mexico.376  

At the 1990 summit meeting held on November 26 
and 27, President Salinas reaffirmed his Government's 
previously stated intention to strengthen Mexico's 
patent, trademark, and copyright legislation. In 1990 
the Mexican Congress introduced for consideration two 
bills that would upgrade copyright and patent 

372  Eugene J. Mllosh, President, American Association of 
Exporters and Impalas, statement, as reported by the Journal of 
Commerce, Dec. 7, 1990. 

373  In March 1991, Mexico suspended parts of the labeling 
regulations until June 30, 1991, but the suspension has not clearly 
dropped the requirement that the name of the Mexican importer 
be identified on the label. 

For additional information, see US1TC, OTAP, 41st Report, 
p. 113, and Review of Trade and Investment Liberalization 
Measures: Phase I, USITC Publication 2275, April 1990, p. 6-1. 

375  Unit, announcement of Jan. 24, 1990, p. 2. 
376  Prior to 1987, Mexican law provided no trade secret 

protection. For years, the absence of such reaction had been a 
key issue in bilateral consultations. Some of the U.S. concerns 
were first addressed when the Mexican patent and trademark law 
was amended in December 1986. For a detailed description of 
Mexico's IPR system, see US1TC, Review of Trade and 
Investment Liberalization Measures: Phase I, pp. 6-1 through 
6-17.  

protection. However, they failed to pass by the end of 
the year and will have to be reintroduced. Thus, 
Mexico had yet to honor the IPR commitment made in 
January that,prompted its removal from the "Priority 
Watch List. 3 ' ' Representatives of some U.S. industries 
declared in the course of congressional hearings that 
their support for the President's "fast-track" negotiating 
authority for the FTA is contingent on Mexico's taking 
action on the promised reforms 378 

Tuna Embargo 

In 1990, a U.S. embargo placed on imported tuna 
for ecological reasons developed into a contentious 
issue between the United States and Mexico. As of the 
end of 1989, the U.S. Mammal Protection Act forbids 
tuna imports from any nation whose vessels have an 
incidental marine mammal taking rate that exceeds 
twice that of U.S. vessels. 379  On August 28, 1990, the 
U.S. District Court of Northern California imposed an 
embargo on imports of tuna caught by Mexico for 
exceeding the specified limits. This meant that an 
earlier embargo against Mexican tuna caught in purse 
seine nets was reinstated. 38° The action was prompted 
by the Earth Island Institute, a California non-profit 
corporation, which sought to enforce the requirements 
of the Mammal Protection Act for environmental 
reasons. On October 10, 1990, the court upheld the 
earlier embargo against Mexican tuna. 

In response, Mexico has began proceedings against 
the United States at the GATT. In court, Mexico has 
defended its fishing techniques by claiming that 
Mexican fishermen have already reduced the dolphin 
kill by 70 percent in recent years. 381  Officials of 
various U.S. Government departments also pointed out 
in affidavits submitted to the court that Mexico has 
made significant progress in curtailing dolphin deaths 
pertaining to its tuna finishing. Notably, the U.S. 
Justice Department had challenged the lower court's 
ruling on behalf of Mexico, arguing that the ruling had 

3" In a Feb. 1, 1991 letter to the United States Trade 
Representative, three members of the House Ways and Means 
Committee pointed out that "We are concerned that the 

Pt of a free trade agreement may have the inadvertent effec 17 ect  of` 
postponing progress in certain areas. We speak, in this regard, of 
Mexico's failure to live up to its commitment on the issue of 
coright reform." 

At a hearing of the Trade Subcommittee of the House of 
Representatives on Feb. 20, 1991, United States Trade 
Representative Carla Hills stated that Mexican patent legislation 
is expected to pass in the spring of 1991, and a copyright law 
protecting sound recording would follow soon after. The USTR 
also commented that the Mexican Government realizes that 
adequate IPR legislation is in the country's interest as it facilitates 
obtaining foreign investment. Therefore, the USTR said, 
self-interest assures that the Mexican Government will soon 
follow through. 

379  Dolphins, which are air-breathing, generally swim above 
tuna; therefore some fishing fleets deliberately drop their purse 
seine nets on the dolphins to catch the tuna. This practice often 
results in the death or maiming of the dolphins caught in the net. 

382  Other nations affected by the ban were: Panama, 
Venezuela, Ecuador, and Vanuatu. 

381  Mexico had exported tuna fish only since 1982. The 
Mexican tuna industry, like that of many other countries, began 
operations using nets that inadvertently captured dolphins. 
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put a strain on United States-Mexican relations at a 
time when the U.S. Government is pursuing a 
comprehensive FM with Mexico. 382  

Generalized System of Preferences 

Mexico is the leading beneficiary of the U.S. 
Generalized System of Preferences, enjoying duty-free 
access to the U.S. market under this program for a wide 
variety of products. Mexico was also the major 
beneficiary of the latest annual GSP review, announced 
on April 27, 1990.383  As a result of this review, Mexico 
gained new, restored, or expanded GSP eligibility 
amounting to $1.97 billion, based on 1989 trade. 
Thirty-four of Mexico's 44 petitions for new products 
were favorably considered, and GSP eligibility has 
been restored on 209 Mexican products. 

Taiwan 

The Economic Situation in 1990 
Taiwan's real economic growth for 1990 registered 

5.3 percent, below the 7.2 percent forecast early in the 
year but above the dire predictions made in the wake of 
climbing oil prices. In current prices, Taiwan's gross 
national product (GNP) topped $161.8 billion in 1990. 
Taiwan's Minister of Finance predicted in late 1990 
that 1991 growth could be even slower if the economy 
continued to react to higher oil prices. 3" The 1990 
growth rate was Taiwan's slowest of recent years, 
down from 7.2 percent in 1989, 7.8 percent in 1988, 
and 11.9 percent in 1987. 385  Continued sluggish 
growth for 1991—by Taiwan's standards386—was 
forecast by some, pointing to the combined effects of 
recent slower export growth of Taiwan and lower 
domestic investment in the 1980s. In 1987, for 
example, Taiwan's exports grew by 35 percent over the 
level of 1986, to reach $53.6 billion. In 1988, exports 
grew by 13 percent, in 1989 by 9 percent, and in 1990 
by 2 percent, to register $67.2 billion. During the 
mid-1980s, gross fixed investment as a percentage of 
current price GDP fell to a 20-year low of 18.1 percent, 
rising to 21.6 percent in 1989.387  

Between February and October 1990, Taiwan's 
stock market fell by 80 percent. Over the same period, 
the average daily trading volume fell by 89 percent, 
from NTD127 billion to NTD14 billion. U.S. analysts 
in Taipei expect that the decline in the stock market 
will have limited economic impact, because a relatively 
small share of capital is invested in Taiwan's stock 
market, and only 181 companies are listed on the 

382  The embargo was upheld at aweal in Feb. 1991. 
313  USTR, announcement of Apr. V, 1990. 
384  Business International, Economist Intelligence Unit, Taiwan 

Count Report, rt,No. 4, 1990, p. 13. 
383 • 	General of Budget, Accounting, and Statistics, 

Executive Yuan, reported in Free China Journal, Mar. 14, 1991, 
P- 8- 

386  During 1953-89, Taiwan's annual average real GDP 
growth was 8.8percent 

3°  Business 	aa, donal, The Economist Intelligence Unit, 
Taiwan Country Profile, 1990-91, pp. 12-14.  

exchange.388  In response to the decline, the Taiwan 
Securities and Exchange Commission decided to speed 
up the opening of the exchange to foreign institutional 
investors. This step had been planned since 1983 as 
part a three-phase plan to liberalize the stock 
market.389  

Taiwan's consumer price index rose by 4.1 percent 
in 1990, slightly lower than the 1989 rate of 4.4 
percent. The 1990 rate, however, was still above that of 
previous years. For the period 1986-88, Taiwan's 
consumer price index (CPI) increase was 13 percent or 
lower. Inflationary pressures in Taiwan rose with the 
surge of oil prices that began in August. 39̀0  Taiwan 
authorities reported an official unemployment rate of 
under 2.0 percent in 1990, a level comparable with 
recent years. 391  

As noted above, Taiwan's total exports topped 
$67.2 billion in 1990, a level 2 percent above that of 
1989. Taiwan's total imports in 1990 reached $54.7 
billion, or 7 percent above 1989 imports. Taiwan's 
1990 exports as a share of current price GNP, at 42 
percent, were at their lowest percentage in 5 years. 
During 1986-87, that share was at about 52 percent, 
falling to 48 percent in 1988 and to 44 percent in 1989. 
The declining share of exports in GNP may partly 
reflect policy of Taiwan authorities in the late 1980s to 
stimulate domestic demand and ease dependence of the 
economy on trade. The share of private consumption 
expenditure in GNP, based on current market prices, 
rose from 50 percent in 1979 to 52 percent in 1989. 391  

According to preliminary statistics, the United 
States remained Taiwan's major export market in 1990, 
accounting for 32.4 percent of Taiwan's exports. 
Europe registered second place, with 18.2 percent; 
Hong Kong third, with 12.7 percent; and Japan fourth, 
with 12.4 percent. 393  Japan was Taiwan's primary 
source of imports in 1990, accounting for 29.2 percent. 
The United States was second, at 23.0 percent, and 
Europe, third, at 17.5 percent. 394  Taiwan's trade deficit 
with Japan reached $17 billion out of total bilateral 
trade of $44 billion. To counteract the trade deficit with 

3118  As of June 1989, for example, the capitalization of Taiwan 
181 companies listed on the stock exchange was S16 billion, or 
6.3 percent of the aggregate net worth of Taiwan's companies. 
U.S. Department of State Telegram, Oct. 13, 1990, Taipei, 
message reference No. 6747. 

ilY  The phases are (1) opening up in 1983 indirect foreign 
investment m the market via four Taiwan mutual funds listed on 
foreign stock exchanges, (2) allowing direct investment in the 
stock market by foreign institutional investors, and (3) permitting 
direct investment by both institutional and individual investors. 
Ibid. 

390  American Institute in Taiwan, "Foreign Economic Trends 
and Their Implications for the United States: Taiwan." January 
1991, p. 3. The monthly rise in the CPI for September and 
October was between 6 and 7 percent. U.S. Department of State, 
Oct. 23, 1990, Taipei, message reference No. 70'21. 

391  Directorate General of Budget, Accounting, and Statistics, 
Executive Yuan, reported in Free China Journal, Mar. 14, 1991, 
p. 8. 

392  Business International, The Economist Intelligence Unit, 
Taiwan Country Profile, 1990-91, p. 13. 

393  Taiwan's trade data with Hong Kong reveal the increasing 
transshipments through Hong Kong to China. U.S. Department of 
State

3% 
 Telegram, Jan. 24, 1991, Taipei, message reference No. 631. 
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Japan, Taiwan enacted tariff increases in 22 import 
categories. Products subject to the tariff boosts were 
largely consumer goods:595  The increased tariffs under 
the October package did not include increases in tariff 
rates agreed to and bound at lower levels between the 
United States and Taiwan in previous trade 
discussions.396  

Taiwan continued to run a current account surplus 
with the world in 1989 and the first 3 months of 1990. 
The surplus registered $11.4 billion for 1989 and $8.4 
billion for January-September 1990-identical to the 
surplus for the corresponding period in 1989. The 
$11.4 billion surplus level is below Taiwan's record 
surpluses of $16.0 billion to $18.0 billion during 
1986-87. 

In recent years, Taiwan has run high trade surpluses 
with the world, although the surpluses are decreasing. 
In 1990, for example, Taiwan's trade surplus with the 

395  Products included in the tariff hike package as introduced 
in late 1990 were sweetfish, scallops, soy sauce, diapers, 
electrical cookers, other electro-thermic appliances, facsimile 
machines, audio disc players, other sound-reproducing apparatus, 
cassette tape recorders, video cameras, cameras with a 
through-the-lens viewfinder, electronic organs, other keyboard 
instruments, video games used with a television receiver, other 
coin- or disc-operated games, and articles for games (mainly 
"Pachinco"). See U.S. Department of State Telegram, Oct. 9, 
1990, Taipei, message reference No. 6627. 

3" Ibid.  

world fell by 10 percent, to $12.5 billion during a year 
with total trade of $122 billion. Taiwan's major import 
categories in recent years have been agricultural and 
industrial raw materials, accounting for over 70 percent 
of all imports, capital equipment (about 16 percent), 
and consumer goods (10 to 12 percent). 

Merchandise Trade With the United States 
The U.S. bilateral trade deficit with Taiwan in 

1990, at $11.4 billion, reached its lowest point in the 
last 5 years. Total trade volume between the two 
countries surpassed $33 billion in 1990. U.S. exports to 
Taiwan topped $11.1 billion. U.S. imports from Taiwan 
slid to $22.6 billion, their lowest level since 1986. 
United States-Taiwan trade was dominated by trade in 
manufactured goods (see table 16). In 1990, 97 percent 
of U.S. imports from Taiwan and 71 percent of U.S. 
exports to Taiwan were manufactured goods (SITC 
categories 5, 6, 7, and 8) (see fig. 9). 

In 1990, Taiwan ranked as the ninth-largest U.S. 
export market. Total U.S. exports to Taiwan reached 
$11.1 billion in 1990, up by 2 percent over the level of 
1989. The leading items exported to Taiwan in 1990 
were passenger vehicles ($645 million), corn ($543 
million), digital monolithic integrated circuits ($500 
million), soybeans ($411 million), oil ($263 million), 
and airplanes ($249 million). Leading items exported 
to Taiwan during 1988-90 axe listed in table A-13. 

Table 16 
U.S. merchandise trade with Taiwan, by SITC Nos. (Revision 3), 1988-90 

(Thousands of dollars) 

SITC 
section 
no. Description 1988 1989 1990 

U.S. exports 

0 Food and live animals 	  855,351 1,008,179 1,002,667 
1 Beverages and tobacco 	  180,113 172,890 166,530 
2 Crude materials, inedible, except fuels 	  1,438,596 1,361,493 1,263,611 
3 Mineral fuels, lubricants and related materials 	  461,420 515,895 491,209 
4 Animal and vegetable oils, fats, and waxes 	  11,690 13,998 5,338 
5 Chemicals and related products, n.e.s. 	  1,516,073 1,750,791 1,529,415 
6 Manufactured goods classified chiefly by material 	  537,954 753,551 821,177 
7 Machinery and transport equipment 	  3,520,770 4,450,997 4,818,055 
8 Miscellaneous manufactured articles 	  471,773 760,904 793,870 
9 Commodities & transactions not classified elsewhere in SITC 	 2,605,547 185,999 250,085 

Total all commodities 	  11,599,286 10,974,696 11,141,956 

U.S. imports 

0 Food and live animals 	  418,201 343,800 309,222 
1 Beverages and tobacco 	  3,192 2,988 3,996 
2 Crude materials, inedible, except fuels 	  76,152 81,015 87,341 
3 Mineral fuels, lubricants and related materials. 	  5,634 265 102 
4 Animal and vegetable oils, fats, and waxes. 	  896 1,207 1,678 
5 Chemicals and related products, n.e.s. 	  334,836 346,945 348,785 
6 Manufactured goods classified chiefly by material. 	  3,528,079 3,286,449 3,122,376 
7 Machinery and transport equipment 	  9,212,455 9,186,267 9,037,344 
8 Miscellaneous manufactured articles 	  10,856,283 10,746,993 9,404,559 
9 Commodties & transactions not classified elsewhere in SITC 	 275,002 207,357 250,712 

Total all commodities 	  24,710,730 24,203,285 22,566,115 

Note.-Data before 1989 are estimated. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Manufactured goods 
$8.0r/1.5% 

All other_goods 
$0.372.2% 

Food 
$1.2/10.6% 

FueVraw materials 
$1.8/15.7% 

Figure 9 

U.S. trade with the Taiwan by product sector, 1990 

U.S. Exports 
(Billion dollars and percent) 

U.S. Imports 
(Billion dollars and percent) 

Manufactured goods 
$21.9/97.1% 

All other goods $0.2/1.1% 
Food $0.3/1.4% 

FueVraw materials $0.1/0.4% 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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Taiwan ranked as the fifth-largest source of U.S. 
imports in 1990, down from its fourth-place rank of 
recent years. Total U.S. imports from Taiwan fell by 7 
percent in 1990, to $22.6 billion. The leading items 
imported from Taiwan in 1990 were ADP machines 
and parts ($2.0 billion), footwear ($1.1 billion), digital 
processing units with storage ($510 million), bicycles 
($404 million), digital monolithic integrated circuits 
($390 million), wooden furniture ($354 million), and 
sweaters ($335 million). Leading items imported from 
Taiwan during 1988-90 are listed in table A-14. 

Major Policy Developments Affecting Trade 

Six-Year Economic Development Plan 

In late 1990, Taiwan announced a 6-year economic 
development plan, which would cover the period 
1991-96. The plan foresees boosting per capita GNP 
from $8,026 in 1990 to $13,975 in 1996. Other targets 
in the plan include GNP growth of 7 percent a year, 
inflation of 5.0 percent in 1991 and 3.5 percent or 
lower thereafter, and unemployment of just under 2.5 
percent. Two of the main goals of the plan are a 
projected reduction in Taiwan's trade surplus and a fall 
in exports as a percent of GNP. These goals are 
anticipated by import growth faster than export growth. 
Under the plan, Tawian exports would rise by 46 
percent, to reach $103.0 billion, whereas imports 
would increase by 60 percent, to top $95.6 billion. As a 
result, Taiwan's trade surplus is projected to fall from a 
targeted $10.5 billion in 1991 to $7.4 billion in 1996. 
Exports as a percent of GNP would fall from 6 percent 
in 1991 to 2.5 percent in 1996.397  

In addition to the targets for the economy, the plan 
defines certain structural changes for Taiwan. Financial 
liberalization is planned that would allow foreign 
investors to enter the local securities market, foreign 
banks to offer new services, and international capital 
transfers to be deregulated. Diversification of energy 
consumption away from petroleum would take place. 
Major antipollution projects would also be introduced. 
The plan projects reducing industrial pollution by 80 
percent, by increasing waste-treatment capacity and 
developing the capacity to filter 330,000 metric tons of 
sulphur dioxide and 112,000 metric tons of carbon 
monoxide out of industrial and automotive exhaust 
annually. 

The plan estimates total expenditure of $476 billion 
for areas such as public works and industrial projects. 
The capital to fmance this expenditure is expected to 
come from domestic sources, with some of Taiwan's 
$70 billion in foreign reserves to be used for foreign 
procurement. Infrastructure projects included in the 
plan include a high-speed railway between the island's 
two main population centers (Taipei and Kaohsiung), a 
north-south superhighway, construction of 120,000 

397  The commie development plan is sununarized in U.S. 
Department of State Telegram, Nov. 14, 1990, Taipei, message 
reference No. 7570.  

public housing units, construction of 5 water reservoirs, 
and conversion of 28,600 hectares of reserved 
agricultural land to industrial or other nonagricultural 
use. 

The plan also specifies that large industrial projects 
will qualify for tax holidays and credits during 
1991-96. Examples of qualifying investments are a 
$550 million semiconductor plant, several steel mills 
valued between $370 million and $1.1 billion, plus 
industries such as aeronautics, auto parts, integrated 
circuits, optical fiber, information, metal materials, and 
special chemicals. Greater research and development 
expenditures are planned for industrial upgrading of 
existing industries (food processing, textiles, footwear, 
furniture, and toys/sporting goods) plus a focus on 
high-technology areas such as electronics, electrical 
and nonelectrical machinery, transportation equipment, 
and special alloys and chemicals. 

Critics of the plan have focused on the 7-percent 
annual GDP growth rates, calling them overly 
optimistic for an economy entering a capital-intensive, 
high-tech stage. In addition, critics add that the plan 
underestimates the effects of the recent boom in 
overseas industrial investment by Taiwan-based 
investors.398  Small businesses say that the plan favors 
big business through incentives available only for 
large-scale investment projects. 

GATT Application 

On January 1, 1990, Taiwan applied for 
membership in the General Agreement on Tariffs and 
Trade. Taiwan sought membership under article 
XXXIII (accession) under the name "Taiwan___, 
Penghu, Kinmen, and Matsu customs Territory," 40° 
instead of as an independent country. Taiwan 
reportedly sought this approach to membership in order 
not to antagonize the People's Republic of China, 
which has applied for GATT membership and also 
claims Taiwan as a part of China. Taiwan authorities 
describe Taiwan's bid to join the GATT as "entirely 
economic" and state that "the territory has no wish to 
provoke or antagonize Mainland China through its 
GATT application." 40' China criticized Taiwan's 

399  After Taiwan authorities deregulated capital movement in 
July 1987, offshore investment rose from $66 million in 1986 to 
$7.0 billion in 1989. U.S. Department of State Telegram, Oct. 
13, 1990

n
, Taipei, message reference No. 6747. 

399 A. 	(accession) states that— 
A Government not party to this Agreement, or a Government 

acting on behalf of a separate customs territory possessing full 
autonomy in the conduct of its external commercial relations and 
of the other matters provided for in this Agreement, may accede 
to this Agreement, on its own behalf or on behalf of that territory, 
on terms to be agreed between such Government and the 
Contracting Parties. Decisions of the Contracting Parties under 
this paragraph shall be taken by a two—thirds majority. 

4w USA—ROC Economic Council, ROC—USA Taiwan 
Economic News, voL 14, No. 2, April 1990, p. 31. Taiwan, 
Penghu, Kintrien, and Matsu are islands off the Chinese mainland 
administered by Taiwan authorities. The islands were taken over 
by Chinese Nationalist forces of President Chiang Kai—shek as the 
Communists rose to power on the mainland in 1949. 

4°1  "Bush Administration is Split on Taiwan Joining GATT," 
New York Tunes, Nov. 8, 1990, p. 7. 
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application as an "utterly illegal" request that should 
not be considered. 432  

According to Taiwan's statistics, Taiwan is the 
world's 13th-largest trader, with total trade of more 
than $122 billion in 1990.4°3  Ambassador Carla A. 
Hills welcomed the application by stating that "we 
have a unique opportunity to bring under GATT 
discipline one of the last major market-price-based 
trading entities outside the GATT system. 

United States-Taiwan Bilateral Trade Issues 
Tariffs 

Taiwan's "Trade Action Plan" of February 1989 
was designed to counteract the bilateral trade 
imbalance with the United States and to improve 
foreign access to Taiwan's market. 4°5  The plan 
included a 3-year schedule of tariff reductions for 
Taiwan, which would lower Taiwan's average nominal 
tariff rate to 10.3 percent in 1989, 9.2 percent in 1990, 
and 8.1 percent in 1991. Taiwan lowered its average 
nominal tariff rate to 9.7 percent in 1989. Scheduled 
tariff reductions for 1990 failed to pass Taiwan's 
Legislative Yuan.4°6  

Tariffs on certain items of export interest to the 
United States remain higher that Taiwan's averne 
nominal tariff rate. Other products face import bans. 4w 
The average nominal tariff rate for agricultural 
products is 23.2 percent. For example, tariffs of 40 
percent exist on apples, avocados, fruit juices and 
drinks, and soups. Plywood faces tariffs of up to 20 
percent, and small passenger cars face duties of 40 to 
42.5 percent." 

Protection of Intellectual Property Rights 

In May 1989, the Office of the USTR placed 
Taiwan, among others, on a "Priority Watch List" of 
countries that deny protection of intellectual property 

4°2  "China Takes Early Action to Block Taiwan's GATT 
M 	•• Application, International Trade Reporter, Jan. 24, 
1990,p. 1i1. 

4°3  Taiwan trade data reported in US. Department of State 
Telegram, Jan. 24, 1991, Taipei, message reference No. 631, and 
ranking reported in "ROC GATT Membership Will Benefn Whole 
World," Free China Journal, Dec. 20, 1990, p. 1. 

4°' "Bush Administration is Split on Taiwan Joining GAIT," 
New York Tunes, Nov. 8, 1990. p. 7. United States-Taiwan 
relations are administered pursuant to the Taiwan Relations Act 
(Public Law 96-8, 93 Stat. 14), which was enacted after the 
United States established diplomatic relations with China in 1979. 

405  For a discussion of the Trade Action Plan of February 
1989, see USTTC, OTAP, 41st Report, 1989, US1TC Publication 
2317, September 1990, p. 118. 

4°5  USTR, 1991 National Trade EfilMate Report on Foreign 
Trade Barriers, p. 205. The all would have lowered Taiwan s 
average nominal tariff rate to 8.9 percent for 1991. USTR 
estimates that if Taiwan were to reduce its average nominal tariff 
rate to 8.9 percent in 1991 from the 9.7-percent level of 1990. 
U.S. exports would face a tariff savings of $100 million to $500 
million. Ibid. p. 206. 

407  Import bans exist on rice, peanuts, small red beans and 
animal offals. Import restriction also exist on poultry and pork, 
flour, and sugar. US. Department of State Telegram, Nov. 6, 
1990 Tai message reference No. 7347. 

4°' USTR, 1991 National Trade Estimate Report on Foreign 
Trade Barriers, pp. 205-206.  

rights (IPR) or deny equitable market access to those 
relying._ on such protection, the so-called "Special 
301." Several measures that Taiwan took in 1989 to 
improve enforcement of IPR protection led USTR to 
determine that Taiwan had shown a "strong 
commitment" to protecting and enforcing IPRs. 
Therefore, USTR transferred Taiwan from the "Priority 
Watch List" to the "Watch List," where Taiwan 
remained through 1990.410  

In 1990, bilateral discussions with Taiwan focused 
on seeking improved enforcement of patent, copyright, 
and trademark laws. Inconsistent enforcement of 1PR 
laws, long delays in prosecution of cases, and penalties 
insufficient to serve as a deterrent to future 
infringements have been some of the concerns of the 
United Stmes.411  

Distilled Spirits 
In a December 3, 1990, petition, representatives of 

certain U.S. distillers filed a section 301 petition 
alleging that Taiwan maintained barriers to U.S. 
distilled spirits. The barriers, petitioners alleged, 
restricted the importation, distribution, and sale of U.S. 
distilled spirits in Taiwan, thereby limiting export 
opportunities to Taiwan.412  Taiwan later agreed to 
allow importation of distilled spirits from the United 
States and the EC. In response to Taiwan's 
market-opening measures,. on January 11, 1991, the 
petition was withdrawn. 413  

The plan announced by Taiwan permits importation 
of liquor from the United States and EC, as import bans 
on various products are phased out by January 1993. 
The plan outlined import tariffs414  and regulations on 
advertisements, labeling, bulk imports, and sales 

409  For a discussion of "Special 301" actions taken in 1989, 
see USTTC, OTAP, 41st Report, 1989, USTTC Publication 2317, 
September 1990, pp. 6-7, and 117. 

410 Thed, 	119: 
411  UST1 1991 National Trade Estimate Report on Foreign 

Trade Barriers, pp. 208-210. The administration noted in early 
1991 that Taiwan authorities have worked to improve protection 
of 1PR, with areas such as copyright and patent protection moving 
toward international standards. Ibid. 

412 The  Kentucky Distillers' Association, the Distilled Spirits 
Council of the United States, and the American Beverage Alcohol 
Association filed the petition. USTR, "Section 302 Petitions—No 
Investigation Initiated," Jan. 17, 1991, p. 6. 

413  "Distilled Spirits Industry Withdraws Its Section 301 
Petition Against Taiwan," International Trade Reporter, Jan. 16, 
1991,pp. 89-90. 

414Tariffs were defined as follows: Irish and Scotch 
whiskeys, $20.41 (550 NTD) per liter effective Apr. 1, 1991; 
other whiskeys, $7.35 (198 NTD) pm liter effective Apr. 1, 1991; 
cognac and armagnac, $46.38 (1,250 NM) per liter with Taiwan 
Tobacco and Wine Monopoly Bureau 	) accepting 
applications for import effective Jan. 1, 1993; other brandies, 
$20.41 (550 NTD) per liter, with TPA'SIBaccepting applications 
for import effective Jan. 1, 1993; non, gin, vodka and other 
distilled spirits (excluding kaoliang, rice distilled spirits, other 
mooned spirits and spirits processed with Chinese medicine) 
$8.35 (225 NTD) per liter, *l'vffl accepting applications for 
import effective Sep. 1, 1992; and distilled spirits preparations, 
$1.67 (45 NTD) for alcohol content under 7 percen-t, $4.42 (119 
NIT)) for alcohol content above 7 percent but below 20 percent, 
and $8.35 (225 NTD) for alcohol content above 20 percent, with 
applications for import effect beginning Sept. 1, 1992. U.S. Dept. 
of State, Taipei, Mar. 4, 1991, message reference no. 1546, and 
Jan. 16, 1991, message reference no. 420. NTD convened to 
U.S. dollars using average 1990 exchange rate of 26.95 
NTD/USS. 
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promotions for distilled spirits. 415  USTR announced 
its intention to monitor implementation of the plans. 416  

Exchange Rates 

As required by the Omnibus Trade and 
Competitiveness Act of 1988, since October 1988 the 
U.S. Department of the Treasury has conducted 
semiannual reviews of exchange-rate policy of U.S. 
trading partners. These reviews examine whether such 
trading partners manipulate exchange-rate policy "for 
the purposes of preventing effective balance of 
payments adjustments or gaining unfair competitive 
advantage in international trade." 17  

In April, the Treasury Report stated that there was 
no evidence of exchange-rate manipulation by Taiwan. 
The report did say, however, that the United States 
was— 

concerned about Taiwan's unsustainably large 
external surpluses. The adjustment process must 
continue. Liberalization of remaining exchange and 
capital controls, and more broadly, exchange rate 
adjustment need to play a role in this process. 418  

In December, the Treasury Department reported 
that it did not "obtain evidence that Taiwan usurps 
unfair competition and directly manipulates exchange 
rates." The Treasury report added, however, that 
capital flow restrictions in Taiwan, particularly on 
capital remittances and foreign-exchange transactions, 
hindered the full functioning of the foreign-exchange 
market in Taiwan and led to "indirect foreign exchange 
rate manipulation. "419  The Governor of the Taiwan 
Central Bank, Samuel Shieh, responded to that point by 
stating that "there is no need to raise the ceiling." He 
added that those who would need to send in capital in 
excess of the limit could get approval from the Central 
Bank quite easily.42° The Treasury said it planned to 
monitor the situation and to urge Taiwan authorities to 

415  U.S. Department of State Telegram, Jan. 7, 1991, Taipei, 
message reference No. 1546, and Free China Journal, Jan. 10, 
1991, p. 7. 

USTR, 1990 Trade Policy Agenda and 1990 Annual Report 
of the President of the United Slates on the Trade Agreements 
Program, p. 55. 

417  U.S. Department of the Treasury, Report to the Congress 
on International Economic and Exchange Rate Policy, Oct. 15, 
1988. In October 1988 and April 1989, Treasury stated that 
Taiwan manipulated its exchange rate for such advantage, but 
found ''no clear indications" of such manipulation in October 
1989. See USITC, OTAP, 41st Report, 1989, USITC Publication 
2317, September 1990, pp. 117-118. See also Omnibus Trade 
and Competitiveness Act of 1988, Title DI—International 
Financial Policy, Subtitle A—Exchange Rates and International 
Economic Policy Coordination. 

43  U.S. Department of the Treasury, Report to the Congress 
on International Economic and Exchange Rate Policy, Apr. 18, 
1990, p. 29. Taiwan's current account surplus grew from $92 
billion in 1985 to $18.0 billion in 1987, and declined to 11.4 
billion in 1989. Business International, Economist Intelligence 
Unit, Taiwan Country Report, No. 4, 1990, p. 3. 

43  Taiwan maintains ceilings on annual inward remittances 
per entity of $2 million and of $5 million for outward 
renunances. 

42°  U.S. Department of State Telegram, Dec. 12, 1990, Taipei, 
message reference No. 8340.  

liberalize 	capital 	and 	foreign-exchange-rate 
restrictions.421  

After the September 1985 Plaza Agreement,422  the 
New Taiwan dollar (NT$) appreciated from about 
NT$40 per U.S. dollar to an average rate of about 
NT$26 per U.S. dollar in 1989, or by about 35 percent. 
During 1990, the New Taiwan dollar-U.S. dollar 
exchange rate remained relatively stable at about 
NT$27 per U.S. dollar. 

Beef 
During consultations with the United States on 

June 23, Taiwan agreed to reduce its tariffs on 
special-quality beef cuts from $1.11 (NT$30) to $0.74 
(NT$20) per kg.423  Included under this arrangement 
were cuts of under 12 different trade categories 
including special-quality cuts from the rib, loin, rump, 
chuck, and round sections. Final implementation of the 
new tariff rates for all categories of special-quality beef 
cuts in the June agreement became effective Dec. 3, 
1990.424 

Republic of Korea 

The Economic Situation in 1990 
The growth rate of Korea's real GNP stood at 9.1 

percent in 1990, up from the low—by Korean 
standards—level of 6.7 percent in 1989. 425  Despite the 
rise, Korea's double-digit GNP growth of recent years 
(12 to 13 percent last seen during 1986-88) remained 
elusive. The 1990_,growth rate was largely led by 
domestic demand:426  private consumption rose by 10 
percent and gross fixed investment by 21.7 percent, and 
exports, Korea's traditional engine of growth, rose by a 
relatively modest 4.2 percent.? However, this level 
of export growth compares with a decline of 5.2 
percent for 1989, making the 1990 recovery in exports 
much stronger than 1990 performance in consumption 
(9.0 percent growth in 1989) and investment (16.2 
percent in 1989). Preliminary estimates placed Korea's 
GNPper capita at $5,500 for 1990, up from $4,830 in 
1989  the 1990 growth rate of 9.1 percent 

421  U.S. Department of the Treasury, Report to the Congress 
on International Economic and Exchange Rate Policy, December 
1990. 

422  During a September 1985 meeting at the Plaza Hotel in 
New York, finance ministers from the major industrialized 
countries essentially agreed to support realignment of their 
currencies in a effort to achieve more balanced trade and 
economic performance. 

423  New Taiwan dollars converted to U.S. dollars using 
average 1990 exchange rate of NTS26.95 per U.S. dollar. 

4‘11  U.S. Department of State Telegram, Dec. 5, 1990, Taipei, 

message reference No. 8150. 
44  The 1989 growth rate compelled President Roh Tae-Woo 

and other Government officials to speak of the Korean economy 
in terms of being in a "crisis." See -"Special Report: South 
Korea's Emergence as a Trading Power Increases Pressure for 
More Open Markets," International Trade Reporter, Aug. 29, 
1990 pp. 1344-1347. 

44" Business International, Economist Intelligence Unit, South 
Korea Country Report, No. 4 (1990), p. 9. 

427  Economic Planning Board, Economic Bulletin, No. 91-02, 
February 1991. 

43  Dr. 11 Sa-Kong, "Korea at a Crossroads," Economic 
Insights, Institute for International Economics, Washington, DC. 
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was higher than the previous year's level of 6.7 
percent, Korean analysts expressed concern that 
domestic demand, and not foreign exports, was driving 
the economy, fuelled by "our" money, instead of 
"alien" money.429  

Korea's consumer price index rose to 9.4 percent in 
1990, putting the inflation rate at the highest level in 
nearly a decade. By comparison, the inflation rate for 
1989 was 5.1 percent. The rise in inflation was 
attributed to such demand-side factors as an increase in 
consumer and housing demand—which were attributed 
to wage and property value rises of recent years. On the 
supply and cost side were wage increases exceeding 
gains in productivity, shortages of agricultural products 
brought about by severe weather conditions, and oil 
price increases ignited by the Persian Gulf War. 
Korea's unemployment rate stood at 2.5 percent for 
1990.430 

Korea's current account balance dropped from a 
record high surplus of $14.2 billion in 1988 to $5.1 
billion in 1989, and ended 1990 in a deficit of $2.1 
billion. Over the same period, Korea's trade balance 
fell from a surplus of $8.9 billion in 1988 to $0.9 
billion in 1989 and reached a deficit of $2.1 billion in 
1990. In 1990, Korea's exports rose by 3 percent over 
1989 levels, to $63.2 billion. Imports, however, 
climbed by 14.5 percent over 1989 levels, to $65.1 
billion. Much of the deterioration in Korea's trade and 
current account balances has been attributed to the oil 
price rise in the wake of Iraq's invasion of Kuwait. 
Korea imports all of its oil, which provides 50 percent 
of the country's energy needs. For the year, Korea's oil 
import bill rose by 30 percent. 431  

Also contributing to Korea's trade imbalance was a 
fall in demand for Korean goods in the country's top 
two export markets. In 1990, U.S. imports from Korea 
fell by 6.3 percent, to $18.3 billion. Korea's exports to 
Japan fell by 6.1 percent, to $12.6 billion. Korea's 
imports from each country, however, rose by over 6 
percent in 1990. 

Merchandise Trade With the United States 
Korea's trade patterns reflect the country's lack of 

abundant natural resources. In 1989, for example, 
Korea's imports consisted of raw materials (46 
percent), capital goods (36 percent), consumer goods 
(10 percent), and petroleum (8 percent). Over 95 
percent of Korea's exports, however, are manufactured 
goods, with the remainder accounted for by primary 
products. In recent years, the U.S. market has 
accounted for about 35 percent of Korea's exports; 
Japan, 21 percent; and the European Community, about 
14 percent. Regarding Korea's import sources, other 

429  "Special Report: South Korea's Emergence as a Trading 
Power Increases Pressure for More Open Markets," International 
Trade Reporter, Aug. 29, 1990, p. 1344. 

43°  Korea Economic Institute of America, Korea's Economy, 
1991, vol. 7, No. 1, p. 

431  Korea Economic Institute of America, Korea Economic 
Update, vol. 2, No. 1, spring 1991, pp. 1-4. 

Asian countries account for about 39 percent; North 
America, about 29 percent; and Europe, over 12 
percent. According to Korean Statistics, Korea's 
exports to the United States accounted for 31 percent of 
Korea's exports to the world of $63.2 billion in 1990. 
The U.S. market accounted for 26 percent of Korea's 
worldwide imports of $65.1 billion.432  

The U.S. bilateral trade deficit with Korea in 1990 
fell to $43 billion, its lowest level in over 5 years. 
Total trade volume between the two countries exceeded 
$32 billion in 1990. U.S. exports to Korea grew to 
$14.1 billion in 1990. U.S. imports from Korea fell to 
$18.3 billion, their lowest level since 1987. United 
States-Korea trade was dominated by trade in 
manufactured goods (see table 17). In 1990, 98 percent 
of U.S. imports from Korea and 63 percent of U.S. 
exports to Korea were manufactured goods (SITC 
categories 5, 6, 7, and 8) (see fig. 10) 

In 1990, for the second year in a row, Korea was 
the sixth-largest market for U.S. exports. Total U.S. 
exports to Korea reached $14.1 billion in 1990, up 7 
percent over the previous year. The leading items 
exported to Korea in 1990 were bovine hides and skins 
($624 million), corn ($604 million), digital monolithic 
integrated circuits ($512 million), cotton ($481 
million), oil ($454 million), and airplanes and parts 
($704 million). Leading items exported to Korea 
during 1988-90 are listed in table A-15. 

U.S. imports from Korea fell by 6 percent in 1990, 
to $18.3 billion. The decline lowered Korea from sixth-
to seventh-largest source of U.S. imports that year. The 
leading items imported from Korea in 1990 were 
footwear ($2.0 billion), digital monolithic integrated 
circuits, ($1.4 billion), passenger motor vehicles ($1.1 
billion), articles of apparel of leather or composite 
leather ($851 million), and input or output units for 
ADP machines ($706 million). Leading items imported 
from Korea during 1988-90 are listed in table A-16. 

Major Policy Developments Affecting Trade 

Anti-Import Campaign. 
During much of 1990, United States-Korea trade 

discussions focused on U.S. accusations that an 
"anti-import campaign" was being orchestrated by the 
Korean Government. In response to the campaign, the 
United States raised the possibility that a section 301 
case may be brought against Korea. The campaign was 
designed to discourage Korean consumers from 
purchasing imported items. Initially directed at luxury 
items and designed to counter a growing deficit in 
Korea's current account, the campaign later included 
imported consumer goods, food, and industrial raw 
materials. 

The Government of Korea responded that the 
lobbying of Korean consumers not to buy imports is a 
grassroots frugality movement against excessive 

432  Economic Planning Board, Government of the Republic of 
Korea, Economic Bulletin, February 1991, p. 22. 
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Table 17 
U.S. merchandise trade with South Korea, by SITC Nos. (Revision 3), 1988-90 

(Thousands of dollars) 

SITC 
section 
no. Description 1988 1989 1990 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

U.S. exports 

Food and live animals 	  
Beverages and tobacco. 	  
Crude materials, inedible, except fuels. 	  
Mineral fuels, lubricants and related materials 	  
Animal and vegetable oils, fats, and waxes. 	  
Chemicals and related products, n.e.s. 	  
Manufactured goods classified chiefly by material. 	  
Machinery and transport equipment. 	  
Miscellaneous manufactured articles 	  
Commodities & transactions not classified elsewhere in SITC .. 

Total all commodities 	  

849,797 
67,841 

2,638,313 
307,134 

45,188 
1,372,627 

789,676 
3,666,614 

544,939 
99,306 

1,217,330 
119,830 

2,872,417 
344,282 
43,138 

1,641,681 
1,043,655 
5,016,988 

784,727 
123,694 

1,194,519 
118,513 

2,939,527 
719,503 
51,817 

1,689,909 
978,844 

5,156,907 
1,052,163 

172,182 

10,381,436 13,207,742 14,073,883 

U.S. imports 

0 Food and live animals 	  263,179 188,325 176,012 
1 Beverages and tobacco 	  23,943 9,149 5,452 
2 Crude materials, inedible, except fuels 	  26,867 51,417 47,834 
3 Mineral fuels, lubricants and related materials 	  14,606 24,988 9,572 
4 Animal and vegetable oils, fats, and waxes 	  478 1,385 947 
5 Chemicals and related products, n.e.s. 	  187,547 184,881 251,971 
6 Manufactured goods classified chiefly by material. 	  2,322,073 2,027,936 2,101,079 
7 Machinery and transport equipment. 	  9,036,136 8,760,823 7,446,226 
8 Miscellaneous manufactured articles 	  8,067,897 8,180,151 8,153,540 
9 Commodities & transactions not classified elsewhere in SITC .. 129,262 137,670 144,326 

Total all commodities 	  20,071,989 19,566,725 18,336,960 

Note.-Data before 1989 are estimated. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

consumption separate from the Government and solely 
the responsibility of consumer groups. According to 
the Korean Government, appeals to frugality are a 
common trait of public discourse in Korea's 
Confucian-influenced society. The Korean Government 
added that Koreans have traditionally equated imports 
with luxuries as, in the past, only the wealthy could 
afford them.433  

U.S. administration officials maintained that the 
Government of Korea directed the campaign, and these 
officials believed it was designed to protect Korean 
producers. The beginning of the campaign followed 
appointment of a new team of economic policymakers 
in March. Shortly thereafter, these policymakers 
criticized conspicuous consumption and real estate 
speculation. They warned that buyers of imported cars 
or Koreans traveling abroad would face tax audits. 

U.S. officials were also concerned that the 
campaign made Korea appear not to be fulfilling its 
market-liberalization obligations, which headed off 
retaliation under super 301 earlier this year. In late 
November, administration sources said that a section 

CD Korean Ministry of Trade and Industry, "Korea's Trade 
Policy and Its Implications for U.S.-Korean Trade," November 
1990, p. 17.  

301 investigation may be started if the issue is not 
resolved. Cho Soon, a special envoy of the president of 
South Korea, reiterated to Ambassador Carla Hills on 
December 19 that the campaign was designed to curtail 
consumer consumption of luxury items and would not 
be allowed to turn into an anti-import campaign. On 
December 29, Ambassador Hills said that "if we do not 
get a change in policy, we will certainly withdraw 
concessions that would otherwise be available to the 
Koreans."434  

The result of the campaign, reportedly, included the 
closing of boutiques specializing in foreign clothing, 
removal of U.S. appliances from department store 
floors, reduced import and marketing of foreign goods, 
and remodeling of major department stores in Seoul 
after removal of imported items from floors and 
shelves. Sales in Korea of U.S.-made Mercury Sable 
cars, at one time robust, have slumped in recent 
months. Sales of Hyundai's top-of-the-line car, 
however, have reportedly not fallen. European exports 
of leather goods, cosmetics, fashion garments, and 
Japanese exports of kitchen and bath products also 
suffered from the drive. In the fall, the campaign was 

•34  "U.S. Plans to Retaliate Against Korea if Its Trade Policy 
Remains Unchanged," International Trade Reporter, Jan. 2, 1991, 
PP. 44- 
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Manufactured goods 
$8.9/63.1% 

All other goods 
$0.2/1.2% 

Food 
$1.3/9.7% 

FueVraw materials 
$3.6/26.0% 

Figure 10 

U.S. trade with the South Korea by product sector, 1990 

U.S. Exports 
(Billion dollars and percent) 

U.S. Imports 
(Billion dollars and percent) 

Manufactured goods 
$18/97.9% 

All other goods $0.1/0.8% 
Food $0.2/1.0% 

uel/raw materials $0.1/0.3% 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

145 



widened to include imported fruits, vegetables, and 
industrial raw materials. 

Restrictions on Trade in Agricultural Products 

Korea remains a major market for bulk U.S. 
agricultural products. In FY1990, Korea was the 
fifth-largest market for agricultural and wood products, 
86 percent of which were feed grains, cotton, wheat, 
soybeans, and hides and skins. Exports of high-value 
and value-added agricultural products, however, face 
an array of quantitative, phytosanitary, and food safety 
restrictions, and export volumes are consequently 
limited.435  

In 1989, Korea agreed to begin lifting quantitative 
restrictions on 243 agricultural and fishery and 30 
manufactured products. 436  Quantitative restrictions on 
certain types of fruits, vegetables, fruit juices, beef, 
paper, and solid wood products continue to be of U.S. 
export interest.437  On October 19, Korea announced 
that phytosanitary problems surrounding pecans had 
been overcome and that imports would be allowed 
upon implementation of the decision. 438  

Against the backdrop of the anti-import effort, a 
campaign to discourage consumers from purchasing 
imports of agricultural products developed. U.S. 
officials contend that food imports into Korea are 
subject to various phytosanitary restrictions that are 
frequently not related to food safety concerns. 
Imported Kiwi fruit, for example, have been subject to 
an additional 2 weeks of cold storage after a mandatory 
4 months of already-required cold storage. California 
raisins that were coated with vegetable oil, used to 
inhibit sticking, were rejected. Imported oranges are 
subject to a 50-percent tariff and are restricted to hotel 
use only. The California-Arizona Citrus League 
estimates that lifting the ban would mean an increase of 
$22 million in U.S. exports to Korea.439  Adding 
further tension to the bilateral atmosphere, in late 1990 
the Ministry of Agriculture distributed a comic book to 
school children designed to convince Koreans that 
imported food is poisonous. 

Improving Trade Relations With China and the 
Soviet Union 

In October, Korea and China formally agreed to 
open trade-promotion offices in each other's capital. 
The trade offices will be run by the Korea Trade 
Promotion Corporation and the China Council for the 
Promotion of International Trade. Of the initial Korean 
staff in Beijing of about 20 officials, half will have 
diplomatic immunity. 14° Establishment of the office 

435  USTR, 1991 National Trade Estimate Report on Foreign 
Trade Barriers, p. 140. 

436 ibid.  
437  For details of specific products, see Rid. 
438  Implementation was still pending as of January 1991. U.S. 

Dept. of State Telegram, Jan. 11, 1991, Seoul, message reference 
No. 320. 

438  "Policies of South Korea, Japan Lead List of Those 
Recommended for Super 301 Review," International Trade 
Reporter, Feb. 28, 1990, p. 285. 

44° FBIS, Daily Report: East Asia, Oct. 22, 1990, p. 31, and 
Nov. 2, 1990, p. 31.  

and other direct links between the two countries comes 
at a time when trade between Korea and China 
continues to grow. During the first 6 months of 1990, 
Korea exported about 690 million dollars' worth of 
goods to China, according to Korea's Ministry of Trade 
and Industry. Imports from China topped $960 million 
during the same period. For 1989, China was Korea's 
sixth-largest export market and eighth-largest import 
source."' Indirect trade through third countries such 
as Hong Kong was reportedly as high as $3.2 billion in 
1989.44h 

Korea's relations with the Soviet Union improved 
at a rapid clip in 1990, as South Korean President Roh 
Tae-Woo met with Soviet President Mikhail Gorbachev 
in San Francisco in June. On September 30, the two 
countries established diplomatic relations: 143  President 
Roh visited Moscow in December. A reciprocal visit by 
President Gorbachev took place in April 1991. The two 
countries concluded an investment agreement in 
December, which included provisions for equal access 
by Korean investors in the Soviet Union, remittance of 
profits, and dispute settlement. 444  The agreement was 
signed during President Roh's visit to Moscow. 

In an effort to facilitate growing bilateral trade, 
Korea and the Soviet Union in 1990 concluded a trade 
agreement that included granting each other 
most-favored-nation treatment, a commitment of 
nondiscrimination in applying import quotas, granting 
trade licenses, and allocating currency to pay for 
imports. Two-way trade between the Soviet Union and 
Korea reached nearly $600 million in 1989 and was 
expected to top $1 billion in 1990. 445  Korea's 1989 
$30 billion trade surplus with the Soviet Union was 
attributed to Soviet purchases of Korean consumer 
goods e46  Other non-market-economy countries that 
South Korea has recently signed trade agreements with 
include Hungary, Poland, Bulgaria, Czechoslovakia, 
and Romania."' 

United States-Korean Bilateral Trade Issues 

Tariffs 
Korea's tariffs have been a topic of bilateral 

discussion for several years. In 1989, Korea 
implemented its second five-year tariff-reduction 
plan.448  This plan, originally designed to run from 

441  See FIRS, Daily Report: East Asia, Aug. 22, 1990, p. 26. 
442 "South Korea and China Will Open Trade Offices," New 

York Tunes, Oct. 21, 1990, p. 20. Based on trade statistics 
measuring direct and indirect trade, Korea projects bilateral trade 
with China in 1991 to tov $9.4 billion. "Korea's Trade With 
China," Korea News Review, Oct. 27, 1990, p. 5. 

443  For more details regarding establishment of diplomatic 
relations between Korea and the Soviet Union, see "Korea, Soviet 
Union Establish Diplomatic Relations," Korea News Review, Oct. 
6, 1990, pp. 4-5. 

444  "Seoul-Moscow Initial Investment Pact," Korea News 
Review, Dec. 15, 1990, p. 13. 

445  "Rob-Gorbachev Talks Could Help Seoul With Several 
Crucial Issues," Asian Wall Street Jew-nal, June 4, 1990, p. 4. 

446  See FBIS, Daily Report: East Asia, Sept. 17, 1990, p. 36. 
447 nisi 
448  The first five-year tariff-reduction plan (1984-88) reduced 

Korea's average tariff rate from 23.7 percent to 18.1 percent. For 
details, see USTR, 1989 National Trade Estimate Report on 
Foreign Trade Barriers, p. 115. 
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1989 to 1993, is scheduled to reduce the average tariff 
rate to 7.9 percent. In 1990, the Ministry of Finance 
proposed a 1-year delay in implementation of the plan, 
to make up for unanticipated revenue shortfalls. The 
National Assembly approved the revision, and the 
second five-year tariff-reduction plan is scheduled to 
last until January 1, 1994. 449  High duties remain on 
many high-value agricultural products of export 
interest to the United States. For example, 50-percent 
tariffs are levied on most fresh fruits and fruit juices, 
Kiwi fruit, peaches, and grape juice. Raisins and 
almonds face 35-percent tariffs in Korea. 450  

Telecommunications 

Korea annually exports about $500 million in 
telecommunications equipment to the United States, 
although, according to the Bush administration, U.S. 
firms face very limited access to the Korean market for 
telecommunications equipment and services. 451 

 Problem areas center on Government monopoly 
providers of services, burdensome testing and 
standards, and high tariffs. 

In 1989, Korea was named under section 1374(a) 
of the 1988 Omnibus Trade and Competitiveness Act 
as allegedly engaging in unfair trade practices 
regarding U.S. telecommunications goods and 
services 52  The issues under resulting discussions 
included Korea's alleged restrictions on the sale of 
value-added telecommunication services by foreign 
vendors, government procurement policies regarding 
telecommunications goods and services, and 
standards.453  

On March 9, 1990, the President decided to delay 
for at least a year retaliation against Korea on this 
issue.454  The President, in announcing his decision to 
continue discussions with Korea, both bilaterally and in 
the Uruguay Round said he was doing so to avoid 
"jeopardiging] not only current progress but also 
prospects for future liberalizing actions of specific 
interest to the United States." 455  Korea's progress, the 
President said, included approval of a 5-year 
tariff-reduction plan, adoption of a standards approval 
process, intention to join the GATT's Government 
Procurement Code, and intention to liberalize its 
service market. 

"9  USTR, 1991 National Trade Estimate Report on Foreign 
Trade Barriers, p. 139. 

43° Temporary tariff reductions were granted to certain 
products in 1989, including almonds, avocados, pistachios, and 
raisins (40 to 35 percent); red and white wines (50 to 35 percent, 
and to 25 percent in 1991), and certain grains for seed (rye, oats, 
grain so um, 5 to 0 percent). Ibid. 

491  USTR, 1990 Trade Policy Agenda and 1989 Annual Report 
of the President of the United States on the Trade Agreements 
Program, pp. 40-41. 

"2  For more discussion of this subject, see USITC, OTAP, 
41st Report, 1989, USITC Publication 2317, September 1990, pp. 
119-120. 

453  See USTR, Foreign Trade Barriers, 1990, p. 135. 
434  See Weekly Compilation of Presidential Documents, Mar. 9 

1990,, vol. 26, p. 394. 
433  International Trade Reporter, Mar. 14, 1990, p. 382.  

Beef 
Bilateral trade disputes on the subject of beef have 

existed for a number of years. In February 1988, the 
American Meat Institute filed a section 301 petition 
alleging that Korea maintains a restrictive licensing 
system on imports of all bovine meat, in violation of 
GATT article XI.456  In May 1989, a GATT panel ruled 
that Korea's beef import quotas were inconsistent with 
the General Agreement. In November 1989, Korea 
accepted the ruling, clearing the way for bilateral 
consultations to begin on implementing the panel's 
results 457 

Import restrictions had been justified by Korea 
under GATT article XVIII(b), the balance-of-payments 
(BOP) exemption. Korea agreed to "graduation" from 
the BOP import restrictions, and GATT gave Korea 
7-112 years to phase out its restrictions on over 450 
items. On March 21, 1990, the United States and Korea 
reached agreement on a plan for opening Korea's 
market to U.S. beef. Retroactive to January 1, 1990, the 
pact boosts Korea's beef quota from its 1989 level of 
50,000 metric tons to 58,000 metric tons in 1990, to 
62,000 metric tons in 1991, and to 66,000 metric tons 
in 1992.458  The Government of Korea reportedly 
expanded the 1990 beef quota to 80,000 metric tons in 
August 1990 in response to increasing demand.459  

The agreement contains a provision for a 
"simultaneous buy-sell" (SBS) system designed to 
allow U.S. producers to sell 7 percent of the beef 
exported to Korea directly to beef sellers in Korea, 
bypassing the Livestock Products Marketsellers 
Organization, the state monopoly. Most of the 7 percent 
of beef sold to Korea under this exemption would 
initially be high-grade beef sold to hotels and 
restaurants. The United States, in return for the Korean 
action, agreed to terminate the section 301 case. 468 

 Korea agreed that industry-to-industry talks including 
Korea, the United States, Australia, and New Zealand 
were to reach a settlement on implementation of the 
SBS system by October 1. That date was later extended 
to December 31, but as of yearend, no agreement on 
implementation of the SBS had been reached. 461 462  

Exchange Rates 
Under the Omnibus Trade and Competitiveness 

Act of 19:: , the Treasury Department is required to 
submit to Congress twice a year a review on the 
international economic and exchange-rate policy of 
U.S. trade partners. 463  In its report, the Treasury 

456  For a history of this case, see USITC, OTAP, 41st Report, 
1989 USITC Publication 2317, September 1990, p. 137. 

USTR, Foreign Trade Barriers, 1990, p. 129. 
499  International Trade Reporter, Mar. 21, 1990, pp. 404-405, 

and Mar. 28, 1990, pp. 428-429. 
499  Foreign Broadcast Information Service (FBIS) Daily 

Report: East Asia, Nov. 8, 1990, p. 29. 
46° International Trade Reporter, Mar. 21, 1990, pp. 404-405, 

and Mar. 28, 1990, pp. 428-429. 
"I  U.S. Department of State Telegram, Jan. 11, 1991, Seoul, 

message reference No. 320. 
4"  For further details, see "Enforcement of Trade Agreements 

and Response to Unfair Trade Practices" section in ch. 5. 
463  Onutihus Trade and Competitiveness Act of 1988, Title 

M-International Financial Policy, Subtitle A-Exchange Rates 
and International Economic Policy Coordination. 
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Department is to determine whether countries use 
capital controls to manipulate their currency to obtain 
an unfair trade advantage. 

In April 1990, the Treasury report noted that Korea 
had introduced exchange reforms in March and had 
held policy talks with the United States in February 
that were designed to increase access for U.S. banks 
and securities firms in the Korean marketer On 
release of the April report, Treasury Under Secretary 
for International Affairs David Mulford said that "since 
the introduction of the new exchange rate system, there 
is a lack of evidence of continued direct government 
'manipulation' of the exchange rate."465  

In November 1990, the Treasury Department said 
that Korea does not manipulate its currency and has 
moved toward a more market-influenced exchange 
rate, but that restrictions on buying and selling the 
Korean currency (won) insulate it from market 
forces a66 

Protection of Intellectual Properly Rights 

In May 1989, Korea was placed on the "priority 
watch list" under special 301 provision over lack of 
protection of intellectual property rights. In particular, 
the United States expressed concern about inadequate 
enforcement of IPR laws, problems with the patent law, 
and lack of protection for semiconductor mask 
works.' 67  Improved enforcement of IPR laws was 
largely responsible for Korea being moved from the 
"priority watch list" to the "watch list" on November 1, 
1989. In April 1990, Korea was retained on the "watch 
list" Actions Korea took to prevent such a designation 
included (1) creating a task force to improve 
coordination among its ministries on 1PR protection, 
(2) designating special enforcement teams of police 
and prosecutors, (3) instituting vigorous search and 
seizure efforts, and (4) prosecuting violators. 

According to USTR, a "dramatic" improvement 
has taken place in legal protection for intellectual 
property in the past 5 years. The Government of 
Korea maintains that "strenuous" enforcement of such 
laws takes place.469  Inconsistent enforcement of 1PR 
laws and penalties insufficient to deter future 

464  U.S. Department of the Treasury, Report to the Congress 
on International Economic and Exchange Rate Policy, p. 4. 

445  "Senate Banking Panel Hears Treasury Report on Currency 
Changes in Japan, Taiwan, Korea," International Trade Reporter, 
Apt: 25, 1990, voL 7, p. 599. 

US. Department of the Treasury, Report to the Congress 
on International Economic and Exchange Rate Policy, December 
1990. 

467  Legislation to protect designs of semiconductor chips is 
expected to be submitted to Korea's National Assembly in 1991 
and implemented in 1992. US1R, 1991 National Trade Estimate 
Report on Foreign Trade Barriers, p. 145. 

on "Intellectual Property Rights Protection in Korea, Taiwan, 
and Thailand Surveyed," International Trade Reporter, voL 7, pp. 
812-4113. 

469  For example, regarding counterfeiting, the Korea 
Intellectual Property Office (ICEPO) reported in late 1990 that 63 
crackdowns had netted 1,018 fake product makers and 
confiscation of 325,000 counterfeit items. "Korea No Longer 
Haven for Pirated Name-Brands," Korea News Review, Dec. 1, 
1990, p. 21.  

infringements remain a concern of the U.S. 
Goverrunent47° 

Trademark registration in Korea has been plagued 
by inconsistent determination of a "well-known" 
trademark. The trademark law in Korea has few written 
regulations regarding the provisions. Korean 
authorities, therefore, exercised considerable discretion 
in administering it. In 1990, some specific trademark 
disputes were settled. Also in 1990, Korea began 
compiling a list of internationally "well-known" 
trademarks to protect.471  

Other IPR areas of concern to the U.S. Government 
are video and textbook piracy and counterfeiting, 
protection of trade secrets, and patent protection. The 
U.S. Government has encouraged Korea to apply 
international standards regarding licensing of Korean 
distributors of such U.S. products. The market for 
pirated videos in Korea is estimated to be worth $90 
million a year and about $124 million for counterfeit 
goods. U.S. customs seizes an estimated $10 million of 
Korean counterfeit goods every year. 472 

Korean law does not protect trade secrets. The 
Korean Industrial Property Office (KIPO) recently 
announced its intention to draft such a law. The 
legislation is expected to be submitted to the National 
Assembly in 1991. According to USTR, Korea needs to 
amend its patent law to provide greater protection for 
U.S. pharmaceutical companies. The lack of 
bioequivalency testing for generic copies of drugs 
registered before January 1, 1989, has meant that 
Korean rums produce generic drugs in Korea without 
adequate testing, thus posing both a potential health 
threat to consumers and a commercial threat to the 
name of the original manufacturer. According to U.S. 
Government sources, this practice has led to lost 
markets for U.S. pharmaceutical firms.03 474 

Brazil 

The Economic Situation In 1990 
Brazil began and ended 1990 with hyperinflation 

and severe recession. The economy contracted by 4.5 
percent in 1990, and the average annual inflation rate 
was 1,800 percent. 475  

Brazil's monthly inflation rate was in excess of 80 
percent, and the economy was in a deep recession when 
president Fernando Color de Mello took office in 
March 1990. Collor promised to "liquidate" inflation 
by introducing the Brasil Novo (New Brazil) economic 

470  U.S. Dept. of State Telegram, Jan. 11, 1991, Seoul, 
message reference No. 320. 

471  Rid. 
472  "Special Report: South Korea's Emergence as a Trading 

Power Increases Pressure for More Opal Markets," International 
Trade Reporter, vol. 7, Aug. 29, 1990, p. 1346. 

473  U.S. Dept. of State Telegram, Jan. 11, 1991, Seoul, 
message reference No. 320, and USTR, 1991 National Trade 
Estimate Report on Foreign Trade Barriers, p. 145. 

474  For further details, see "Enforcement of Trade Agreements 
and Response.  to Unfair Trade Practices" section in ch. 5. 

475  Preliminary 1990 economic data from The Economist 
Intelligence Unit (EIU), Brazil: Country Report, No. 1, 1991, 
P. 5. 
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program that month,476  later dubbed the Collor 
plan—Brazil's fourth "economic stabilization" 
program since 1986. 477  Following in the tradition of 
Brazil's recent history of unsuccessful economic 
programs, the 1990 Collor plan promised tight 
monetary policy, wage and price controls, and budget 
cuts to reign in inflation as well as a new currency unit, 
the cruzeiro,478  to remonetize the economy. Collor 
promised to raise revenues and reduce Government 
spending through key structural reforms, including 
paring back the Federal workforce_, jump-starting 
Brazil's stalled privati72rion program 479  to sell off4w 
money-losing state-run entezprises,481  and, possibly, to 
resume Brazil's debt-for-equity swap program. 482  

4 	Department of State Telegram, Mat 27, 1990, 
Brasilia, message reference No. 03297. 

471  Brazil's recent history of unsuccessful anti-inflation 
"economic stabilization" programs includes the Cruzado plan of 
February 1986, the Bresser plan of 1987, and the Summer plan of 
January 1989. 

478  Prior to 1986, Brazil's currency was the cruzeiro. In 
February 1986 the currency was renamed the cruzado, which 

r 	
the cruzeiro at the rate of 1,000 to 1 and was fixed at 

13.85 tothe U.S. dollar. In October 1986, Brasilia shifted from a 
fixed exchange rate to a crawling peg system with periodic 
"mini-" and "midi-devaluations of the cruzado to compensate 
for inflation. The 1989 Spring plan created the auzado novo 
(new cruzado), which replaced the cruzado at the rate of 1,000 to 
1. The cruzeiro, as created in 1990, replaced the cruzado novo 
on a one-for-one basis. Although the cruzeiro was allowed to 
float freely, Central Bank domination of the foreign-exchange 
market made this a managed float, with little exchange-rate 
flexibility. In addition to the official exchange rate, there is a 
"parallel" currency market, based on Brazil's earnings from gems, 
gold, and agricultural commodities, and a black market exchange 
rate. 

478  Brazil has a long history of Government intervention in 
industry. By 1982, the Government controlled nearly 70 percent 
of economic activity in Brazil's manufacturing sector, giving it 
the authority to set prices, establish production standards, and 
regulate salary levels. Government involvement in manufacturing 
occurred through state-owned corporations famed to undertake 
activities the private sector was unwilling to tackle, to preserve 
Brazilian control over areas deemed of vital national importance 
(such as computer technologies and petrochemicals), or to bail out 
failing private entities. EIU, Brazil: Country Profile, 1988-89, p. 
32. 

41°  President Collor's economic team estimated that, at a 
targeted rate of one privatization per month, Brazil would save S7 
billion annually by selling off state-tun enterprises. EIU, Brazil: 
Country Report, No. 3, 1990, p. 10. 

481  Brazil launched a privatization program in 1988. 
Budget-cutting efforts undertaken by the administration of 
President Jose Sarney put the Banco Nacional do 
Desenvolvimento Economic° e Social (BNDES) in charge of 
selling off state firms. In October 1989, following charges of 
corruption in the program filed by a presidential candidate, 
President Sarney ordered BNDES to suspend any further sales of 
state firms until the next government assumed office in March 
1990. EIU, Brazil: Country Report, No. 4, 1989, p. 7. 

482  Brazil launched a debt-for-equity swap program in March 
1988. Debt swaps allow creditors holding 151112ild'S 
nonperfaming or delinquent loans to exch ange these loans for 
equity investments in Brazilian firms. In 	to seatring 
new investors for Brazilian enterprises, the swaps allow the 
Brazilian Government to reduce its foreign debt service burden. 
Nearly S7 billion of Brazil's external debt was exchanged for 
equity investments under this program in 1988, including swaps 
with U.& creditors Chase Manhattan, Manufacturers Hanover 
Trust, and American Express Bank. EIU, 	Country Report. 
Nos. 2 and 3, 1988. Brasilia formally terminated its role in the 
debt-equity swap program in Jovially 1989 because et concerns 
that the swaps were adding to the Gover nment's problems 
managing monetary policy. MU, Brazil: Country Report, No. 2. 
1990, p. 17. 

The Collor plan offered no proposals for dealing 
with Brazil's $110 billion foreign debt. When President 
Collor was inaugurated in March 1990, his 
administration inherited Brazil's $5.5 billion 
arrearage483  on interest payments due to commercial 
bank creditors 484  on outstanding debt of an estimated 
$60 bWion,453  and debt owed to Paris Club official 
creditors 4s6  With over 75 percent of the country's 
foreign debt contracted at floating rates, Brazil is 
vulnerable to fluctuations in global interest rates. 487 

 With debt arrears, Brazil was unable to obtain a new $2 
billion standby loan from the International Monetary 
Fund (IMF) in September 1990. 488  Collor stated that 
Brazil would limit debt-service payments to $5 billion 
in 1990, although interest due in 1990 was estimated to 
total $9.7 billion, with another $6.7 billion due in 
amortization.489  Brazil made no interest payments 
during 1990, but by late 1990 and early 1991 was close 
to an agreement to resume interest payments and 
arrears to commercial bank creditors. 49u 

Collor's economic team startled the country by 
taking the unprecedented step of freezing nearly 80 
percent of all banking assets and limiting withdrawals 
from bank and savings accounts to the equivalent of 
$1,000 for 18 months.491  To reinforce the liquidity 
squeeze, the newly minted cruzeiro was made available 
only to unblocked funds. Monthly inflation initially 
declined in response to tighter liquidity, dipping under 
10 percent in May, but returned to double-digit levels 
after June, to rise over 18 percent in December, 492  as 
the public learned how to circumvent the banking 

483  Rid. 
484  Brasilia stopped making interest payments on its 

commercial bank debt in July 1989 to preserve its hard-currency 
MOWS and to guarantee that the country maintained sufficient 
foreign exchange to finance trade. Other measures taken to 
prevent a drain on hard-currency reserves include requiring that 
importers finance purchases for minimum periods of time (2 years 
or more for capital goods) to delay currency outflows from the 
central bank. Conversely, Brasilia required exporters to close 
their exchange contracts with the central bank within 20 days of 
shipment in order to minimize the time in which foreign 
exchange was placed in the central bank. See BNA, "Brazil's 
Lack of Hard Currency Restricts Imports, Experts Say," 
International Trade Reporter, July 4, 1990, p. 997. 

415  "Mulford Advice to Brazil: Open Markets, Cut Arrears," 
LDC Debt Report: Latin American Markets, Apr. 1, 1991, p. 1. 

486  MU, Brazil: Country Profile, 1990-91, p. 46. 
487  Rid. 
488  EIU, Brazil: Country Report, No. 1, 1991, p. 28. The RAF 

had suspended lending to Brazil under a $1.14 billion standby 
program in 1989 because of the Government's failure to meet 
public sector deficit targets. EIU, Brazil: Country Profile 
1990-91, p. 46. 

488  MU, Brazil: Country Report, No. 2, 1990, p. 17. 
499  In March 1991, Brazil paid a $350 million installment on 

its arrears, then totaling S9 billion, to commercial banks as a 
show of interest in improving relations with the international 
financial community. "Mulford Advice to Brazil: Open Markets, 
Cut Arrears," LDC Debt Report: Latin American Markets, Apr. 1, 
1991, p. 1. 

491  EU, Brazil: Country Report, No. 2, 1990, p. 7. 
492  For data on inflation, see ETU, Brazil: Country Report, No. 

1, 1991, p. 12. 

149 



freeze.493  Inflation declined again in the wake of 
higher oil prices following the outbreak of the crisis in 
the Middle East. 494  

Cuts in the Federal payroll and in some 
Government programs achieved only limited results. 495 

 Collor abolished the Brazilian Coffee Institute, which 
had provided low-cost financing for coffee producers, 
only to transfer many of the institute's responsibilities 
to another government coffee agency, FUNCAFE. No 
state-controlled enterprises were privatized in 1990. 
The Brazilian Congress agreed to Collor's privatization 
program in April 1990, however delays proliferated 
because all of the major enterprises targeted for 
privatization had foreign creditors with whom financial 
arrangements had to be made.496  Plans to privatize the 
state-run steel company Usiminas, targeted as the rust 
company to be sold in 1990, were delayed until 
1991.49  The only income the Brazilian Government 
realized from the privatization program was through 
the sale of non-tradeable "privatization certificates" 
(PCs)—advanced sales of shares. Meanwhile, 
industrial production plummeted throughout 1990, 
especially in the manufacturing sector, as inflation 
rebounded and as the recession deepened. Continued 
unravelling of the economy and monthly inflation rates 
headed over 20 percent's" forced Collor to unveil a 
second economic stabilization program in January 
1991.499  

Regional Economic Cooperation 

President Collor increased Brazil's level of 
participation in ongoing regional integration efforts in 
1990. On July 6, 1990, the presidents of Brazil and 
Argentina signed the "Act of Buenos Aires," 5°° an 
agreement to accelerate the economic integration 

493  For a more detailed discussion of the unraveling of 
Collor's banking freeze, see EIU, Brazil: Country Report, No. 2, 
1990, 

494 For a discussion of the impact of the Persian Gulf war and 
higher oil prices on Brazil's economy, see Julia Preston, "Latest 
And-Inflation Plan Leaves Brazilians Skeptical," Washington 
Post Feb. 2, 1991, p. Al2. 

4" Brasilia "promised to balance its books by cutting public 
spending and increasing revenue—but did neither. Instead, the 
state went on spending the money that it had in effect 
canpulsorily borrowed from the private sector." "Brazil: Laying 
the Blame," The Economist, Feb. 2, 1991, p. 41. 

496  The Brazilian Congress nevertheless retained the right to 
veto specific selloffs. EIU, Brazil: Country Report, No. 2, 1990, 
13. 9- 

457  EIU, Brazil: Country Report, No. 1, 1991, p. 25. Other 
state-run enterprises targeted for privatization include: Portobras 
(the port authority), Interbras (the international trading arm of 
Petrobras, the Brazilian state-owned oil company and largest 
trading company in the canary), and several other 
Government-controlled steel companies. 

498  January and February 1991 registered inflation rates of 
19.9 percent and 21.9 percent respectively. EIU, Brazil: Country 
Report, No. 1, 1991, p. 12. 

499  Thomas Kamm, "Brazil Unveils Anti-Inflation Measures 
Again," Wall Street Journal, Feb. 1, 1991, p. 8A. 

5°3  "Argentina and Brazil: Free Trade Moves South," The 
Economist, July 14, 1990, p. 40.  

process the two countries initiated in 1986. 5°1  This 
new agreement expanded the list of goods eligible for 
duty-free trade between the two countries. The 
agreement also advanced by 4 years the date for the 
establishment of a planned bilateral common market, to 
the end of 1994, and created a bilateral working gro 
to coordinate macroeconomic policy in the interim. 

In late 1990, Brazil participated in meetings with 
ministers from Argentina, Chile, and Uruguay to 
explore the feasibility of a regional free trade zone and 
common rnarket.5°3  Brazil, Argentina, Paraguay, and 
Uruguay ursued the discussions and drafted, but did 
not sign, a treaty targeting tariff-free intra-regional 
trade by 1995.5°5  In late 1990, the ministers of these 
four countries entered talks multilaterally with United 
States on a framework agreement under the 
U.S.-proposed Enterprise for the Americas 
Initiative.5°6  

Foreign Trade Developments 
Brazil experienced a disappointing year for foreign 

trade in 1990. The overall trade surplus totaled just 
over $11 billion, representing a 31-percent decline 
from 1989. The lower surplus resulted both from lower 
exports and a record high level of imports. 507  

Exports fell to $31 billion in 1990, their lowest 
level since 1988. Depressed prices caused export 
earnings to fall for Brazil's most important export 
commodities—coffee (down by 29 percent from $1.5 
billion in 1989 to $1.4 billion in 1990) and soybeans 
(down by 21 percent from $1.1 billion in 1989 to $909 
million in 1990). Labor disputes in key industrial 
sectors and the loss of some sales to the Middle East 
because of the Gulf War caused export volume to 
decline in the automotive sector, (exports of passenger 
cars were down nearly 45 percent from $609 million in 
1989 to $336 million in 1990) and in the iron and steel 
industries (down by over 44 percent from $13 billion 
in 1989 to $753 million in 1990). 5°8  Brazil's exports 
lost competitiveness during most of the year because 
the Collor administration's tight monetary policy 
caused the cruzeiro to appreciate in real terms, leading 
to overvaluation.5°9  President Collor's trade policy 
reforms, which dismantled the national export-credit 
agency and made trade credit difficult to obtain, 

5°1  Argentina and Brazil signed their first economic integration 
agreement in 1986. This agreement, signed within the framework 
of the Latin American Integration Association, entailed the 
signature of protocols covering trade in specific items such as 
grains, capital goods, and automobiles. Both countries also 
pledged to work toward the establishment of a binational common 
market by 1999. 

5°2  EIU, Argentina: Country Report, No. 4, 1990, p. 19. 
503  "Four Southern Cone Countries Set Out on the Road 

Towards a Common Market," Latin American Weekly Report, 
Nov. 22, 1990, p. 1. 

5°4  "Southern Cone: Christmas Target Set for Mercosur," Latin 
American Weekly Report, Dec. 13, 1990, p. 3. 

5°5  The treaty was signed on March 26, 1991. James Bruce, 
"S. American Nations Ink Tariff Reduction Treaty," Journal of 
Commerce, Mar. 27, 1991, p. 10A. 

5°6  See discussion on the Enterprise for the Americas Initiative 
in ch. 1. 

5°7  EIU, Brazil: Country Report, No. 1, 1991, p. 3. 
5°8  Ibid., pp. 26-27. 
5°9  bid. 
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also took a toll on 1990 export performance. Reduced 
export earnings for most products outweighed 
increased export earnings from Brazil's worldwide 
sales of iron ore (up nearly 8 percent from $2.2 billion 
in 1989 to $2.4 billion in 1990), raw sugar (up over 150 
percent from $113 million in 1989 to $288 million in 
1990), and concentrated orangejuice (up 44 percent 
from $1 billion in 1989 to over $1.4 billion in 1990). 
Export performance improved only after October 1990, 
when Brasilia began letting the cruzeiro fully 
depreciate. 

Despite the domestic recession, Brazil's imports 
reached a record $20 billion in 1990. Higher priced oil 
added over $1 billion to Brazil's 1990 import 
bill51°—accounting for about two-thirds of the increase 
in import costs. In addition, imports were encouraged 
by the overvalued exchange rate and by President 
Collor's trade-liberalization measures. 511  

Merchandise Trade With the United States 

The United States remained Brazil's largest single 
trading partner in 1990, although the EC—by a 
slightmargin—continues to be Brazil's principal 
trading market. Brazil's trade surplus with the United 
States declined by $1 billion for the second consecutive 
year, hitting its lowest level since 1986, primarily 
because of declining Brazilian sales to the United 
States (table 18). 

Brazil's exports to the United States declined to 
$7.8 billion in 1990. Only sales in the categories of 
food and live animals and beverages and tobacco 
increased in 1990. Within this category, Brazilian 
orange juice exports to the United States more than 
doubled, reaching $524 million in 1990. 512  Brazilian 
juice benefited from a devastating Florida citrus crop 
freeze in 1989.5m Sugar exports increased by over 500 
percent from 1989, to over $137 million. Other exports 
declined in value as Brazilian goods lost some of their 
competitive edge because of the country's rebounding 
inflation and overvalued exchange rate. Exports 
declining in value in 1990 included base metals, 
particularly tin; footwear; mineral products, led by 
noncrude oil; and vehicles, led by sharply lower 
exports of automotive parts and vehicles, which proved 
especially sensitive to declining global demand due to 
Brazil's overvalued exchange rate. In the course of the 
1990 GSP annual review, the United States restored 
GSP eligibility for duty-free treatment to 90 products 
from Brazil, valued at $345 million in 1990 trade. 514 

 As a share of imports from Brazil, the United States 

51°  "Disappointing Surplus," Latin American Weekly Report, 
Feb. 7, 1991, p. 5. 

511 'See discussion on trade reforms below. 
512  Brazil is the world's largest producer of oranges and 

orange juice. Brazil supplies about 90 percent of U.S. imports of 
orange juice concentrate. "The Future of the World Citrus-Fruit 
Market," Latin American Economy & Business, January 1991, 
p. 28. 

513 mid.  
514  For more detailed information, see discussion of product 

coverage changes relating to Brazil in 1990 under the S. GSP 
program in ch. 5.  

imported a greater share of food—over 20 
percent—than from any other major trading partner 
(figure 11). 

Despite Brazil's record high level of total imports 
in 1990, imports from the United States of $4.9 billion 
rose only slightly from 1989. U.S. exports of vegetable 
products—especially corn and rice—and prepared 
foodstuffs rose as a result of Brazil's poor 1990 crop 
year. However, stagnant demand for U.S. capital 
equipment in Brazil's depressed economy and the 
partial suspension of U.S. Export-Import Bank lending 
programs in Brazi1515  impeded U.S. export 
performance in 1990. 

Leading individual items of bilateral trade with 
Brazil are shown in tables A-17 and A-18. 

Major Policy Developments Affecting Trade 

Overview 
Brazil historically has maintained some of the 

highest protective tariffs in the world. Brazil also has 
erected many nontariff barriers, including (1) 
prohibiting imports of certain items; (2) protectionist 
import-licensing practices; (3) company-based and 
sectoral import quotas; (4) a market reserve policy for 
computers and computer software; (5) restrictions on 
foreign investment and foreign ownership in Brazil; (6) 
the lack of intellectual property protection; and (7) 
export subsidies. 

Trade liberalization and the elimination of many 
tariff and nontariff barriers were key components of 
President Collor's March 1990 economic stabilization 
program. Both the 1990 Collor plan and its 1991 
successor aimed to liberalize trade to increase the 
productivity and competitiveness of Brazilian 
industries, to encourage foreign trade, and to increase 
foreign investment in Brazil. These measures led to a 
significantly improved trading climate between Brazil 
and the United States throughout 1990. 

Tariff Reductions 
Brasilia initiated the first of several recent efforts 

to reduce its protective tariffs in 1988. 516  On March 
15, 1990, as part of his economic stabilization program, 
President Color stated his intention to conduct a major 
overhaul of Brazil's foreign-trade policies. 517  In June, 

515  The U.S. Export-Import Bank suspended cover on public 
sector loans in Brazil in October 1989. No changes or new 
restrictions were made for loans and guarantees to Brazil's 
private-sector customers. USITC, OTAP, 41st Report, 1989, 
USITC Publication 2317, September 1990, p. 125. 

51°  Tariff schedule implemented July 1, 1988, initiated a 
phased decrease in the maximum tariff from 105. 	to 85 
percent (however, the maximum 105-percent 	was not 

phased out). See U.S. Department of State Telegram, 
eDlectil.v.  Y. 1989, Brasilia, message reference No. 14341. See also 
OTAP, 4Itk Report, USITC Publication 2208, July 1989, p. 133. 
Between July 1, 1988, and President Collor's inauguration, 
Brazil's average ad valorem tariff rate declined from 51 percent 
to 35 percent. See U.S. Department of State Telegram, Apr. 3, 
1990 Brasilia, message reference No. 03581. 

51 / US. Depamneat of State Telegram, Mar. 27, 1990, 
Brasilia, message reference No. 03297. 
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Table 18 
U.S. merchandise trade with Brazil, by SITC Nos. (Revision 3)0988-90 

(Thousands of dollars) 

section 
no. Description 1988 1989 1990 

0 
1 
2 
3 
4 
5 
6 
7 
8 
9 

Food and live animals 	  
Beverages and tobacco 	  
Crude materials, inedible, except fuels 	  
Mineral fuels, lubricants and related materials 	 
Animal and vegetable oils, fats, and waxes 	 
Chemicals and related products, n.e.s. 	  
Manufactured goods classified chiefly by material 	 
Machinery and transport equipment. 	  
Miscellaneous manufactured articles 	  
Commodities if transactions not classified elsewhere in 

Total all commodities 	  

U.S. exports 

SITC.... 

24,658 
1,529 

189,761 
270,557 

6,751 
643,764 
152,796 

2,486,312 
247,860 
82,272 

86,928 
2,117 

227,055 
311,091 
27,976 

773,714 
228,036 

2,491,014 
331,651 
156,527 

135,433 
5,250 

193,987 
301,146 

10,257 
896,782 
237,557 

2,601,660 
348,375 
146,014 

4,106,260 4,636,110 4,876,461 

U.S. imports 

0 Food and live animals 	  1,765,491 1,365,933 1,472,881 
1 Beverages and tobacco 	  129,186 105,710 105,939 
2 Crude materials, inedible, except fuels 	  391,688 484,057 471,651 
3 Mineral fuels, lubricants and related materials 	 714,809 705,984 507,317 
4 Animal and vegetable oils, fats, and waxes 	 57,510 36,537 34,395 
5 Chemicals and related products, n.e.s. 	  339,991 310,089 306,039 
6 Manufactured goods classified chiefly by material. 	 1,708,882 1,568,475 1,413,327 
7 Machinery and transport equipment. 	  2,475,096 2,324,564 1,993,122 
8 Miscellaneous manufactured articles 	  1,402,588 1,490,447 1,381,855 
9 Commodities & transactions not classified elsewhere in SITC... 73,675 91,968 75,585 

Total all commodities 	  9,058,916 8,483,765 7,762,112 

Note.-Data before 1989 are estimated. 
Source: Compiled from official statistics of the U.S. Department of Commerce. 

Collor announced a phased reduction in the maximum 
tariff rate from 105 percent to 40 percent and a 
reduction in the average tariff rate from 35 percent to 
about 20 percent by 1994. 518  Tariffs on raw materials, 
intermediate products, and some machinery and parts 
were immediately reduced from 20 percent to zero. 
Tariffs on textiles were halved. 519  Fearing that the 
Gulf War would add to import costs, Brasilia hesitated 
for several months in late 1990 before following 
through with additional tariff reductions. 528  In 
December 1990, Brasilia temporarily lowered or 
reduced import duties, subject to renewal, on more than 
100 additional products, including the machinery used 
in numerous industries and industrial processes.521 
Duties on 13,500 additional products were scheduled to 
be reduced or eliminated in February 1991 as part of 
President Color's 1991 economic stabilization 
program.522  By early 1991, Brasilia indicated its 
intentions to reduce the average tariff to 20 percent by 
the end of the year. 523  

518  U.S. Department of State Telegram, June 28, 1990, 
Brasilia, message reference No. 07115. 

518  EIU, Brazil: Country Report, No. 3, 1990, p 10. 
52°  EIU, Brazil: Country Report, No. 1, 1991, p 11. 
521  "Brazil Eliminates, Cuts Impost Duties," Journal of 

Commerce, Dec. 12, 1990, p. 8A. 
522  James Bruce, "New Brazilian Tariff Schedule Sets 

Reductions Over 4 Years," Journal of Commerce, Feb. 4, 1991, 
p. 3A. 

523  EIU, Brazil: Country Report, No. 1, 1991, p. 11.  

Prohibited Imports 

Effective in May 1990, President Collor abolished 
Brazil's list of prohibited imports. 524  Although 
quantitative restrictions were lifted, most goods on the 
list remained subject to tariffs, a $2 billion ceiling on 
imports,525  and requirements for import licenses. 526 

 Tariffs on some 300 goods on the list were increased 
for 1 year to prevent a surge in imports and to allow 
time for Brazilian industries to become more 
competitive. Brasilia has indicated that it will reduce 

524  Brazil maintained a list of some 1,200 prohibited imports. 
The list of prohibited imports was reduced from 2,300 items to 
1,200 items in November 1988, and was scheduled to be reduce 
further in December 1989 pending Government approval. Items 
on the list included automobiles, electronic goods, household 
appliances, motorcycles, powdered milk, toys, and videocassettes. 
For a detailed discussion of Brazil's import restrictions, see 
USITC, OTAP, 36th Report, 1984, USITC Publication 1725, July 
1985, pp 183-184. See also U.S. Department of State Telegram, 
Dec. 7, 1989, Brasilia, message referent e No. 14341. 

525  The quantitative ceiling, lasting through July 30, 1990, was 
applied to nonessential imports as a one-time measure to avoid a 
surge in imports. 

32°  Import licenses reportedly only will be used for statistical 
and exchange-oontrol purposes. Brasilia denied itself the right to 
refuse licenses in most cases. See U.S. Department of State 
Telegram, Apr. 3, 1990, Brasilia, message reference No. 03581. 
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Manufactured goods 
$4.1/83.8% 

All other goods 
$0.1/3.1% 

Food 
$0.113.0% 

Fuel/raw materials 
$0.5/10.1% 

Manufactured goods 
$5.1/65.6% 

All other goods 
$0.1/1.0% 

Rgure 11 

U.S. trade with the Brazil by product sector, 1990 

U.S. Exports 
(Billion dollars and percent) 

U.S. Imports 
(Billion dollars and percent) 

Fuel/raw materials 
$1.0/12.6% 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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these tariffs as the domestic industries for these goods 
become more competitive. 527  

Other Trade Liberalization 

President Collor freed most imports, except 
computer equipment and software, 528  from Brazil's 
"law of similars" (a collection of laws and regulations 
that deny import licenses to products "similar" to 
competing products already produced or capable of 
being produced in Brazil) and from company- and 
sector-specific import quotas. 529  A new Department of 
Foreign Trade (DENCEX) was created under the 
Ministry of Economy to oversee liberalization of 
import licensing as tariffs become the only policy 
instrument to control imports.530  Collor also 
eliminated Brazil's export-subsidy programs for 
manufactured and processed agricultural products531 

 and phased out an ocean freight surcharge that had 
been used togenerate income for the Brazilian 
merchant marine?32  In June 1990 Brasilia announced 
modifications to Brazil's foreign investment 
regulations to remove 	restrictions on foreign 
capita1.533 	This June announcement also lifted 
restrictions on profit and dividend remittances and on 
capital transfers534  Legislation being considered in 
early 1991 would eliminate excise taxes on imported 
machinery, would reduce export taxes, and would 
reduce the domestic content required for Brazilian 
capital goods to qualify for official export financing 

527  US. Department of State Telegram, May 7, 1990, Brasilia, 
mesme reference No. 04940. 

sm See discussion on informatics below. 
529  Company- and sector-specific quotas were issues 

prompting the United States to initiate a Super 301 investigation 
of Brazil s trading practices in 1989. For additional information 
on this US. Super 301 investigation, see discussion of United 
States-Brazilian bilateral trade issues below. 

530  Almost all imports required a prior import license from the 
Foreign Trade Department of the Bank of Brazil (CACEX). 
CACEX held discretionary power to delay or deny import 
permission for a wide range of products. The new Department of 
Foreign Trade will subsume CACEX. 

53  US. Department of State Telegrarh, Apr. 3, 1990, Brasilia, 
message reference No. 03581. The United States has examined 
Brazilian export subsidies during several countervailing duty 
investigations. 

532  On Jan. 14, 1990, Brasilia issued new regulations 
liberalizing the merchant marine industry. The new laws allow 
ship operators to work in any sector of maritime 
(general cargo, passenger, or solid or liquid bulk icitalugisor atnd to 
engage in international and cabotage transport, port services, and 
offshore oil platform support services. See James Bruce, "Brazil 
Frees Reins on Merchant Marine Industry," Journal of Commerce, 
Jan. 17, 1991, p. lb. 

533  US. Department of State Telegram, June 28, 1990, 
Brasilia, message reference No. 07115. 

534  Under prior regulations, profit and dividend remittances 
were subject to authorization by Brazil's central bank and a 25 
percent base tax. EIU, Brazil: Country Profile 1990-91, p. 48. 
These restrictions were lifted in November 1989, but payments 
remained subject to a two-month delay. In May 1990, the Collor 
administration eliminated the two-month delay, but blocked 
capital transfers being processed, valued at $1.8 billion (held by 
Brazil's central bank). Payments on these blocked transfers were 
to have been made in monthly installments  beginning in 
September 1991. The June 1990 announcement effectively freed 
all capital transfers including any blocked transfers. EIU, Brazil: 
Country Report, No. 3, 1990, p. 10.  

from 70 percent to 60 percent. 535  Anew private-sector 
export finance bank, the Banco Commercia Exterior 
Brasiliero (EXIMBRAS) is to replace Brazil's 
Financing Exports program (F1NEX). 536  Unlike 
FINEX, which provided subsidized credits, the new 
EXIMBRAS will operate on commercial banking 
terms 537  Brasilia plans to model EXIMBRAS on 
western trade financing agencies. 538  

United States-Brazilian Bilateral Trade 
Issues 

Informatics 
Brazil's 1984 market reserve law,539  which allows 

only Brazilian-owned and Brazilian-controlled 
companies access to the Brazilian market for 
computers, software, computer parts, and all other 
devices incorporating digital technology—called 
"informatics" in Brazil—is scheduled to expire in 
1992.540  Under President Collor's March 1990 trade 
reform measures,541  imports of computer equipment 
and software remained subject to the market reserve 
requirement and to Brazil's "law of similars." 542  

In September 1990, President Collor announced 
his intentions to seek to begin phasing out the 
informatics market reserve and not to extend the 
reserve past its October 1992 scheduled expiration 
date.543  In October 1990, the administration issued a 
list of 46 products for which the market reserve would 
be temporarily retained, 544  with products not on the list 
eligible for import in January 19915 45  Draft 
legislation under consideration at the end of 1990 
included elimination of the "law of similars" test for 
computer software; 25-year copyright protection, from 

535  James Bruce, "Brazil Hopes Reforms Boost 
Competitiveness," Journal of Commerce, Mar. 1, 1991. 

535  Brazil's FINEX program provided subsidized long-term 
US. dollar and Brazilian amency trade financing to Brazilian 

ente571;srazil Gets an EXIMBANK," Trade Finance, November 
1990 v. 10. 

sit ^N.d.  
539  For a discussion of this Brazilian legislation, see USITC, 

OTAP, 36th Report, 1985, USITC Publication 1725, July 1985, 
pp. 184-185. 

540  This law grants Brazil's executive branch broad authority 
to restrict imports and foreign investment For a discussion of 
the U.S. investigation into Brazil's informatics policies, see 
USITC, OTAP, 41st Report, 1989, USITC Publication 2317, 
September 1990, p. 124. 

541  The only changes announced in March 1990 were a 1-year 
suspension of Government incentives and subsidies to the 
microelectronics sector and a 1-year suspension of research and 
development funding for the informatics sector. Ibid. 

542  US. Department of State Telegram, Mar. 27, 1990, 
Brasilia, message reference No. 03297. 

543  U.S. Department of State Telegram, Sept. 27, 1990, 
Brasilia, message reference No. 10725. 

544  These products included video monitors, disk drive units, 
impact printers, modems over 2,400 bps, point of sales and 
financial terminals, automatic teller machines, facsimile machines, 
digital equipment for voice mail, laser diodes and light-emitting 
diodes (LEDs), liquid crystal displays (LCDs), integrated circuits, 
and digital electronic ignition and electronic fuel injection 
equipment for automobiles. U.S. Department of State Telegram, 
Oct. 18, 1990, Brasilia, message reference No. 1583. 

545  Ibid. 
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date of introduction into Brazil, for software programs; 
a reduction in tariffs on informatics from 45 to 65 
percent to 20 to 40 percent by 1994; and liberalized 
investment rules to allow  jreater foreign participation 
in Brazilian informatics. 

Pharmaceuticals 
Pharmaceutical products have not been patentable 

in Brazil since 1945. Processes were excluded from 
patent protection in 1969. A bilateral dispute about 
pharmaceuticals led to retaliatory U.S. trade action 
against Brazil in 1988. 547  Since assuming office, 
President Collor has made numerous promises to 
change Brazil's patent laws to provide protection for 
pharmaceutical products and pledged to draft 
legislation recognizing international patents and 

546  "Brazilian Legislation to Ease Software Import Berrien," 
Washington Report on Latin America and the Caribbean, Jan. 15, 
1991,,p. 1. 

3." For a more detailed discussion on this super 301 
investigation, see the discussion on Brazilian pharmaceuticals in  

removing economic controls from production of 
medicines by spring 1991.548  To encourage foreign 
investment, Brasilia freed the prices of many 
pharmaceutical products effective August 1, 1990—
ending 40 years of official price controls on 
phannaceuticals. 549  On April 30, 1991, President 
Collor introduced to the Brazilian Congress a bill that 
would recognize intellectual property rights for 
pharmaceuticals 550 

548  BNR, "Brazil Pledges to Change Law, Give Patent 
Protection to Pharmaceuticals, Processes," International Trade 
Reporter, Aug. 1, 1990, pp. 1201-1202. 

549  BNR, "Brazil's Lifting of Price Controls on Drugs Likely 
to Increase Multinational Investments," International Trade 
Reporter, Aug. 8, 1990, pp. 1234-1235. 

559  James Bruce, "Brazil Proposes to Accelerate 
Pharmaceutical Patent Rights," Journal of Commerce, May 3, 
1991. 
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Chapter 5 

Administration of U.S. Trade Laws 
and Regulations 

Introduction 
This chapter reviews activities related to the ad-

ministration of U.S. trade laws during 1990. The chap-
ter is subdivided into sections on (1) import relief laws 
(the escape clause, market disruption, and adjustment 
assistance provisions of the Trade Act of 1974); (2) un-
fair trade laws; and (3) certain other trade provisions. 
The latter includes section 22 of the Agricultural Ad-
justment Act (interference with programs of the U.S. 
Department of Agriculture), section 232 of the Trade 
Expansion Act of 1962 (impairment of national securi-
ty), the Caribbean Basin Economic Recovery Act 
(CBERA), and the U.S. Generalized System of Prefer-
ences (GSP). In addition, U.S. programs regulating im-
ports of both textiles and steel are reviewed. 

Import Relief Laws 

Safeguard Actions 
Section 201 et seq. of the Trade Act of 1974 (19 

U.S.C. § 2251 et seq.) is the so-called U.S. "escape 
clause" law. It is based on article XIX of the GATT, 
which permits a country to "escape" from its obliga-
tions with respect to a particular article of merchandise 
when certain conditions exist. The U.S. International 
Trade Commission conducts investigations under sec-
tion 201 upon receipt of a petition from an entity such 
as a trade association, firm, certified or recognized 
union or other group of workers that is representative 
of an industry; upon request from the President or the 
Office of the United States Trade Representative 
(USTR); upon ,resolution of the House Committee on 
Ways and Means or the Senate Committee on Finance; 
or upon its own motion. 

Under section 201, the International Trade Com-
mission determines within 120 days after receipt of the 
petition, request, resolution, or institution on its own 
motion whether 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. If the Commission fords 
such injury or threat, it recommends to the President 
the action that it believes will facilitate positive adjust-
ment by the industry to import competition.' Within 
180 days after receipt of the petition, request, resolu-
tion, or institution on its own motion, the Commission 
transmits its findings or recommendation, together with 
any dissenting or separate views, to the President. 

The Commission may recommend Presidential action in the 
form of an increase in or imposition of a duty; a tariff-rate quota; 
a modification or imposition of a quantitative restriction; one or 
more appropriate adjustment measures including the provision of 
trade adjustment assistance; initiation of international negotiations 
to address the underlying cause of the increase in imports or 
otherwise to alleviate the injury or threat; or any combination of 
the above actions. 

Within 60 days from receipt of an affirmative 
Commission determination and recommendation of re-
lief, the President is to take "all appropriate and feasi-
ble action" that will "facilitate efforts by the domestic 
industry to make a positive adjustment to import com-
petition and provide greater economic and social bene-
fits than costs."2  If the President takes action that dif-
fers from that recommended by the Commission or 
takes no action at all, Congress may, through a joint 
resolution within 90 days, direct the President to pro-
claim the action recommended by the Commission.3  

The Commission monitors developments in indus-
tries for which action is taken. Upon its own motion or 
upon the request of the President, the Commission con-
ducts followup investigations to advise the President on 
the probable economic effects of the extension, reduc-
tion, or termination of actions previously taken. In cer-
tain circumstances, the President may terminate or 
modify action, or may take additional action to elimi-
nate circumvention of action previously taken. 

The Commission conducted one investigation un-
der section 201 in 1990. The investigation concerned 
certain hand-held cameras—specifically, fixed-focus 
110-type cameras, and 35 mm cameras other than sing-
le-lens reflex cameras. The investigation was in re-
sponse to a petition filed by Keystone Camera Co. of 
Clifton, NJ. The Commission unanimously determined 
that such cameras were not being imported into the 
United States in such increased quantities as to be a 
substantial cause of serious injury, or the threat thereof, 
to the domestic industry producing articles like or di-
rectly competitive with the imported cameras. 4  Having 
made a negative injury determination, the Commission 
did not reach the issues of critical circumstances which 
the petition alleged, provisional relief, or foal relief. 

The Commission did not conduct any followup 
section 201 investigations in 1990. The most recent fol-
lowup investigation was in 1988, concerning Western 
red cedar shakes and shingles. 5  

Market Disruption 
Under section 406 of the Trade Act of 1974,6  the 

Commission conducts investigations to determine 
whether imports of an article produced in a Communist 

2  In addition to taking any of. the kinds of actions the Com-
mission is authorized to recommend, the President may provide 
relief in the form of an orderly marketing agreement limiting 
imports to the United States; an auction of import licenses; 
submission of legislative proposals; any other appropriate and 
feasible action; or a combination of the above actions. 

A rate of duty may not be increased by more than 50 percent 
ad valorem above the prior rate. Any quantitative restriction must 
allow the importation of at least the quantity or value of the 
article entered during the most recent period that the President 
fords to be representative of imports of that article. The period for 
action may be extended one time, but the total period, including 
any extension, may not exceed 8 years. 

3  The statute also provides for the possibility of "provisional 
relief in cases involving either perishable agricultural products or 
"critical circumstances," as de fined in the statute. 

• USITC, Certain Cameras (investigation No. TA-201-62), 
USITC publication 2315, September 1990. 

5  USITC, Western Red Cedar Shakes and Shingles (investiga-
tion No. TA-203-18), USITC publication 2131, October 1988. 

6  19 U.S.C. 2436. 
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country are causing market disruption with respect to 
an article produced by a U.S. industry. "Market disrup-
tion" is defined to exist whenever imports of an article 
like or directly competitive with an article produced by 
a domestic industry are increasing rapidly, either abso-
lutely or relatively, so as to be a significant cause of 
material injury or threat of material injury to the do-
mestic industry? 

Adjustment Assistance 

The Trade Adjustment Assistance (TAA) program, 
title II of the Trade Act of 1974, extends to the Presi-
dent authority to provide adjustment assistance to 
workers, firms, and industries dislocated as a result of 
national policy to liberalize trade barriers. The pro-
gram, originally authorized through the Trade Expan-
sion Act of 1962, is scheduled to expire September 30, 
1993. The program and certain eligibility standards 
were modified by the Omnibus Budget Reconciliation 
Act (OBRA) of 1981 and by the Deficit Reduction Act 
of 1984.8  The Consolidated Omnibus Budget Reconcil-
iation Act (COBRA) of 1985 discontinued financial as-
sistance to firms effective April 7, 1986. 9  The law was 
further modified, primarily to provide job training as-
sistance and coverage of certain workers in the oil and 
gas industries, by the Omnibus Trade and Competitive-
ness Act (OTCA) of 1988. 10  Adjustment assistance to 
workers is administered by the Department of Labor 
through its Office of Employment and Training Ad-
ministration in the form of cash benefits for direct trade 
readjustment allowances and service benefits that in-
clude allocations for job search, relocation, and train-
ing. Trade adjustment technical services are provided 
to certified firms through consultants under direct con-
tract with the Department of Commerce. Industry-wide 
technical consultation provided through Commerce De-
partment-sponsored programs is designed to improve 

7  If the Commission makes an affirmative determination, it 
recommends to the President the import restriction necessary to 
prevent or remedy the disruption. Following an affirmative 
Commission determination, the President is authorized to provide 
relief similar to that authorized under sec. 201 limited to imports 
from the subject Communist country. 

8  The OBRA and Deficit Reduction Ad of 1984 made changes 
in the law designed to tighten the criterion used to determine 
eligibility. The principal change affecting petitions filed retroac-
tive to Oct. 25, 1982, stipulated that increased imports must be 
determined to be a cause no less important than any other cause 
of worker separations, as opposed to simply an important cause. 

9  Authorization for the trade adjustment assistance program 
expired on Dec. 19, 1985, but the COBRA reinstated the program 
effective Apr. 7, 1986. The adjustment assistance provisions of 
the program were made retroactive to Dec. 19, 1985, and with the 
exception of financial assistance to firms, are scheduled to remain 
in effect through Sept. 30, 1993. 

1° See Public Law 100-418, secs. 1421-1430. The OTCA of 
1988 also provided for the imposition of an import fee, the 

of which are to be used to fund adjustment programs. 
President is directed to negotiate an agreement to penult the 

fee under GATT. Given the lack of an agreement, the fee would 
go into effect 2 years from date of passage of the act, unless the 
President certifies that it is not in the national economic interest. 
With a joint resolution, the Congress could impose the fee, the 
President's certification notwithstanding.  

the viability of U.S. industries adversely affected by 
international import competition." 

Assistance to Workers 
The Department of Labor instituted 1,455 investi-

gations in fiscal year 1990 on the basis of petitions 
filed for eligibility to apply for trade adjustment assis-
tance, representing a decrease of 36 percent from the 
2,282 petitions instituted in fiscal 1989. The higher lev-
el of petition activity in fiscal year 1989 was attribut-
able to special provisions of the OTCA of 1988 which 
allowed workers in the oil and gas industry a 90-day 
period in which to file petitions for eligibility retroac-
tive to September 30, 1985. 12  

The results of investigations completed or termi-
nated in fiscal 1990, including those instituted in the 
previous year, are shown in the following tabulation: 13  

Item 

Number of 
investigations 
or petitions 

Estimated 
number of 
workers 

Completed certifications 	 585 60,728 
Partial certifications 	 3 598 
Petitions denied 	 836 96,813 
Petitions terminated 

or withdrawn 	 77 657 

Total 	  1,501 158,796 

The number of completed and partial certifications 
in fiscal 1990 decreased to 588 from 1,115 in fiscal 
1989. As a result of lower rates of eligibility stemming 
in part from the more stringent criteria contained in the 
Deficit Reduction Act of 1984 and subsequent omnibus 
budget acts, 14  preliminary figures indicate that Depart-
ment of Labor expenditures in fiscal 1990 on direct 
Trade Readjustment Allowances to certified workers 
decreased significantly, to $92.1 million, approximate-
ly $33.3 million less than the estimated $125.4 million 
expenditure in the previous fiscal year. 

11  Certified firms are eligible to apply for technical services 
necessary to implement programs of economic recovery. Technical 
services include legal consultation designed to assist firms in 
assessing the appropriateness of pursuing remedies available 
through various trade statutes, and indepth technical consultation 
in engineering, marketing, production methods, and financial 
management. 

12  Sec. 1421 of the OTCA of 1988 provided that employees of 
independent firms engaged in the exploration and drilling of oil 
and natural gas, which were separated after Sept. 30, 1985, had 
90 days in which to file petitions requesting cash benefits for 
trade readjustment allowances covering the period. Petitions were 
acre 
	

from Aug. 23 through Nov. 18, 1988. 
terived from official statistics of the U.S. Department of 

Labor. 
14  The Omnibus Budget and Deficit Reduction Acts made 

changes in the law designed to tighten the criterion used to 
determine eligibility. The principal change affecting petitions filed 
retroactive to Oct. 25, 1982, stipulated that increased imports 
must be determined to be a cause no less important than any 
other cause of worker separations, as opposed to simply an 
important cause. 
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In addition to direct fmancial assistance, the De-
partment of Labor provided training, job search, and 
relocation services valued at a preliminary estimate of 
$57.6 million in fiscal 1990 for worker activities in the 
areas shown in the following tabulation: 

Estimated 
number of 
workers' 

Training 	  18,400 
Job search 	600 
Relocation allowances  	1.200 

Total 	  20,200 

Preliminary figures. 

Preliminary data for fiscal 1990 indicate an esti-
mated 20,200 workers utilized available service bene-
fits, representing an increase of 18 percent from the 
17,100 workers receiving such services in the previous 
year. The increase is in part a result of the OTCA of 
19 , which made the receipt of trade-readjustment al-
lowances contingent on the worker's participation in 
job training. 

Assistance to Firms and Industries 

The Department of Commerce through its Office of 
Trade Adjustment Assistance certified 171 firms as eli-
gible to apply for trade adjustment assistance during 
fiscal year 1990. 15  This figure represented a small de-
crease from the 175 firms certified in the previous fis-
cal year. The Office of Trade Adjustment Assistance 
administers its programs through a nationwide net-
work of 12 Trade Adjustment Assistance Centers 
(TAACs). Technical services are provided to certified 
firms through consultants under direct contract with the 
Commerce Department's International Trade Adminis-
tration. Funding for the TAACs during fiscal 1990 to-
taled $5.8 million for provision of technical services to 
732 firms.16  

The Department of Commerce also awarded trade 
adjustment technical assistance grants totaling 
$543,000 to four industry associations.° These associ-
ations represented manufacturers of automotive equip-
ment, engines, semiconductors, and electrical systems. 
Industrial technical assistance projects initially funded 
in previous years continued in effect throughout fiscal 
year 1990 for industries that process steel and produce 
electronics." 

1 	from official statistics of the U.S. Department of 
Commerce. 

16 d 
17 ibid.  
16 bid.  

Laws Against Unfair Trade Practices 

As a result of antidumping investigations con-
ducted in 1990 by the Commission and the Department 
of Commerce, 14 new antidumping orders were issued. 
Commerce issued two countervailing duty (CVD) or-
ders, both in cases in which no Commission injury de-
termination was required. 19  During 1990, the Commis-
sion completed 25 investigations under section 337 of 
the Tariff Act of 1930 involving allegations of patent, 
trademark, or copyright infringement or other unfair 
methods of competition. Four of those investigations 
resulted in the issuance of exclusion orders prohibiting 
the importation of merchandise; in three investigations, 
cease-and-desist orders were issued enjoining further 
violation of section 337. 

In 1990, two section 301 investigations were insti-
tuted upon petitions filed by private parties, and one 
investigation was self-initiated by USTR. No new in-
vestigations pursuant to the "Super 301" provision con-
tained in the Omnibus Trade and Competitiveness Act 
of 1988 were initiated in 1990. As described below, 
bilateral settlements were reached in several pending 
section 301 cases. 

Antidumping Investigations 

The antidumping law provides relief in the form of 
special additional duties that are intended to offset mar-
gins of dumping.2° Antidumping duties are imposed 
when (1) the administering authority (under present 
law, the Department of Commerce) has determined that 
imports are being, or are likely to be, sold at less than 
fair value (LTFV) in the United States, and (2) the 
Commission has determined that a U.S. industry is ma-
terially 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. 

In general, imports are considered to be sold at 
LTFV when the U.S. selling price is less than the for-
eign market value, which is usually the home-market 
price or, in certain cases, the price in a third-country 
market or a "constructed" value. The antidumping duty 
equals the difference between the U.S. price and the 
foreign market value. Most investigations are con-
ducted on the basis of a petition filed with Commerce 
and the Commission by, or on behalf of, a U.S. indus-
try. The following tabulation summarizes antidumping 
investigations in 1990: 

19  See discussion of sec. 303 of the Tariff Act of 1930, below. 
2° The present antidumping law is contained in title VII of the 

Tariff Act of 1930 (19 U.S.C. * 1673 et seq.), which was enacted 
in the Trade Agmemmus Act of 1979. The 1979 provisions 
superseded the Antidumping Act of 1921. 

Item 
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Antidumping Duty 
Investigations 

Number* 
1989 1990 

Petitions filed 	  13 19 
Preliminary Commission 

determinations 
Negative 	  5 6 
Affirmative (includes 

partial affirmatives 	 20 27 
Terminated 	  0 1 

Final Commerce determinations: 
Negative 	  2 0 
Affirmative 	  36 16 
Terminated 	  0 0 
Suspended 	  0 0 

Final Commission determinations: 
Negative 	  15 2 

Affirmative (includes partial 
affirmatives) 	  23 14 

Terminated 	  0 
Suspended 	  0 0 

When a petition alleges dumping (or subsidies) with respect 
to more than one product and/or by more than one country, 
separate investigations generally are instituted for imports of each 
product from each country. For this reason, the numbers of 
investigations instituted and determinations made generally exceed 
the number of petitions filed. The above numbers do not include 
determinations made following court ordered remands. 

Both Commerce and the Commission conduct pre-
liminary and final antidumping investigations 21  In 
1990, the Commission completed 34 preliminary and 
17 final antidumping injury investigations2 2  Imported 
products investigated included manmade-fiber sweat-
ers, industrial nitrocellulose, and laser light-scattering 
instruments. Antidumping orders were imposed as a re-
sult of 14 of these investigations on a total of 6 prod-
ucts from 10 countries. Details of antidumping actions 
and orders, including suspension agreements m in effect 
in 1990, are presented in tables A-19 and A-20. 

21  Upon the filing of a petition, the Commission has 45 days 
to make a preliminary determination of whether there is a 
reasonable Indianian of material injury or threat of material 
injury to an industry or material retardation of the establishment 
of an industry. If this determination is affirmative, Commerce 
continues its investigation and makes preliminary and final 
determinations concerning whether the imported article is being, 
or is likely to be, sold at LTFV. 

If Commerce makes an affirmative final determination, the 
Commission makes a final injury determination. If Commerce's 
final determination is negative, the proceedings end and the 
Conunission does not make a final injury determination. 

22  This figure does not count cast-remanded cases on which 
new votes were taken. 

23  An antidumping investigation may be suspended through an 
t prior to a final determination by the Department of 

agreement An 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 6 
months. Inextmordinaty circumstances, an investigation may be 
suspended if exporters agree to revise prices to completely 
eliminate the injurious effect of the *pmts. A suspended 
investigation is reinstituted should LTFV sales recur. See 19 
U.S.C. § 1673c. 

Countervailing Duty Investigations 
The U.S. countervailing duty law is set forth in sec-

tions 303 and 701 et seq. (title VII) of the Tariff Act of 
1930. It provides for the levying of special additional 
duties to offset foreign subsidies on products imported 
into the United States. 24  In general, procedures for 
such investigations are similar to those of antidumping 
investigations. Petitions are filed with Commerce (the 
administering authority) and the Commission. Com-
merce must fmd a countervailable subsidy and, in most 
cases, the Commission must make an affirmative mate-
rial injury, threat of material injury, or material retarda-
tion determination before a CVD order can be issued. 

Investigations are conducted under section 701 of 
the Tariff Act if the subject article is imported from a 
country that has signed the GATT Code on Subsidies 
and Countervailing Duties or has otherwise been des-
ignated as a "country under the Agreement." 26  Investi-
gations with respect to imports from other countries are 
conducted under section 303 of the Tariff Act. Such 
imports are subject to an injury investigation by the 
Commission only if (1) they enter free of duty and 
(2) international obligations of the United States re-
quire an injury investigation. 27  For imports not falling 
under this category or under section 701, a CVD order 
may be issued under section 303 on the basis of an 
affirmative subsidy determination by Commerce alone. 

No new CVD orders were imposed in 1990 as a 
result of investigations involving both Commerce and 
the Commission. CVD orders were imposed following 
Commerce investigations of leather from Argentina 
and butt-weld pipe fittings from Thailand. In 1990, the 
Commission completed 5 preliminary but no final inju-
ry investigations. 45  Details of CVD actions and out-
standing orders, including suspension agreements in 
effect in 1990, are presented in tables A-21 and A-22. 
The tabulation on the next page is a summary of CVD 
investigations in 1990: 

24  A subsidy is defined as a bounty or grant bestowed directly 
or indirectly by any country, dependency, colony, Province, or 
other political subdivision on the manufacture, production, or 
export of products. See 19 U.S.C. §§ 1303(aX1), 1677(5), and 
1677-1(a). 

29  Agreement on Interpretation and Application of arts. VI, 
XVI and XXIII of the General Agreement on Tariffs and Trade. 

See 19 U.S.C. § 1671. 
" Sec. 303(a)(2) provides- 

[ijn the case of any imported article or merchan-
dise which is free of duty, duties may be imposed 
under this section only if there are affirmative 
[injury] determinations by the Commission.. . 
except that such a determination shall not be 
twined unless a determination of injury is re- 
quired by the international obligations of the 
United States. 19 U.S.C. § 1303(aX2). 

28  This figure does not count court-remanded cases on which 
new votes were taken. 

29  A CVD investigation may be suspended through an 
agreement prior to a final determination by Commerce if (1) the 
subsidizing country or exporters accounting for substantially all of 
the imports of the merchandise under investigation agree to 
eliminate the subsidy, to completely offset the net subsidy, or to 
cease exports of the merchandise to the United States within 6 
months or (2) extraordinary circumstances are present and the 
government or exporters described above agree to completely 
eliminate the injurious effect of the imports of the merchandise 
under investigation. A suspended investigation is reinstituted if 
subsidization recurs. See 19 U.S.C. § 1671c. 
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Number* 
Countervailing Duty investigations 1989 1990 

Petitions filed 	  7 S 
Preliminary Commission 

determinations 
Negative 	  0 2 
Affirmative (includes partial 

affirmatives) 	  
Terminated 	  

3 
0 

3 
0 

Final Commerce determinations: 
Negative 	  2 2 
Affirmative 	  8 2 
Terminated 	  1 0 
Suspended 	  0 0 

Final Commission determinations: 
Negative 	  4 0 
Affirmative (includes partial 

affirmatives) 	 S 0 
Terminated 	  0 0 
Suspended 	  0 0 

* The numbers of investigations instituted and determinations 
made generally exceed the number of petitions filed. The above 
numbers do not include determinations made following court 
ordered remands. 

Reviews of Outstanding Antidumping and 
Countervailing Duty Orders 

Section 751 of the Tariff Act of 1930, as amended, 
requires Commerce (the administering authority), if re-
quested, to review annually outstanding antidumping 
and CVD orders to determine the amount of any net 
subsidy or dumping margin and to review suspension 
agreements to determine compliance." Section 751 
also authorizes Commerce and the Commission, as ap-
propriate, to review certain outstanding determinations 
and agreements after receiving information or a peti-
tion that shows changed circumstances. The party.  seek-
ing revocation or modification of an antidumping or 
CVD order or suspension agreement has the burden of 
persuasion before the Commission as to the existence 
of changed circumstances sufficient to warrant review 
and revocation. Based on either of the reviews above, 
Commerce may revoke a CVD or antidumping order in 
whole or in part or may terminate or resume a sus-
pended investigation. 

The Commission did not complete any investiga-
tions under section 751 in 1990. The last such investi-
gation by the Commission was completed in 1987, con-
cerning liquid-crystal display televisions." As a result 
of reviews conducted under section 751 in 1990, Com-
merce revoked CVD orders on such products as iron-
metal construction castings and toy balloons and play-
balls from Mexico. In addition, after determining that 
the orders or findings were no longer of interest to in-
terested parties, Commerce revoked antidumping or 
CVD orders or findings on such articles as textile mill 
products and apparel from Peru and Sri Lanka, pig iron 
and steel reinforcing bars from Canada, and birch 

30 19 U.S.C. 1675. 
31  USITC, Liquid Crystal Display Television Receivers Front 

Japan, (investigation No. 751-TA-14), US1TC publication 2042, 
December 1987.  

three-ply doorskins from Japan. Also in 1990, Com-
merce terminated investigations that had been pre-
viously suspended concerning pectin and polypropy-
lene film and yarn from Mexico, and reinstituted a pre-
viously suspended investigation of steel sheet piling 
from Canada 

Section 337 Investigations 
Section 337 of the Tariff Act of 1930, as 

amended,32  authorizes the Commission, on the basis of 
a complaint or on its own initiative, to conduct investi-
gations with respect to certain practices in import trade. 
Section 337 declares unlawful the importation, sale for 
importation, or sale after importation of articles that 
infringe a valid and enforceable U.S. patent, registered 
trademark, registered copyright, or registered mask 
work, for which a domestic industry exists or is in the 
process of being established. Also unlawful under sec-
tion 337 are other unfair methods of competition or un-
fair acts33  in the importation of articles into the United 
States or in the sale of imported articles, the threat or 
effect of which is to destroy or substantially injure a 
domestic industry, to prevent the establishment of an 
industry, or to restrain or monopolize trade and com-
merce in the United States. 

If the Commission determines that a violation ex-
ists, it can issue an order excluding the subject imports 
from entry into the United States or can order the vio-
lating parties to cease and desist from engaging in the 
unlawful practices34  The President may disapprove a 
Commission determination of violation within 60 days 
of its issuance for "policy reasons." 

The Commission is required to complete section 
337 investigations within 12 months of publishing no-
tice of investigation in the Federal Register but may 
take up to 18 months to complete investigations it des-
ignates "more complicated." When a complainant re-
quests temporary exclusion and/or cease-and-desist or-
ders, the Commission must decide whether to issue that 
relief within 90 days (or 150 days in an investigation it 
designates "more complicated") from the date of publi-
cation of the notice of investigation. 

In 1990, as in previous years, most complaints filed 
with the Commission alleged infringement of a U.S. 
patent by imported merchandise. The Commission 
completed a total of 25 investigations under section 

32  19 U.S.0 t  1337. 
" lixamples of "other" unfair acts are common-law trademark 

or copyright infringement, false advertising, false designation of 
origin, and trade secret misappropriation. Unfair practices that 
involve the importation of dumped or subsidized merchandise 
must be pursued under antidumping and CVD provisions and not 
under section 337. 

34  Sec. 337 proceedings are conducted before an administrative 
law judge in accordance with the Administrative Procedure Act, 5 
U.S.C. 551 et seq. The administrative law judge conducts an 
evidentiary hearing and makes an initial determination, which is 
transmitted to the Commission. The Commission may adopt the 
determination by deciding not to review it, or it may choose to 
review it. 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 the President, and 
whether certain public-interest considerations preclude the 
issuance of any remedy. 
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337 in 1990, including remands, advisory opinion pro-
ceedings, and enforcement proceedings, compared with 
19 in 1989. These investigations pertained to products 
in a number of different industries, including semicon-
ductors, pharmaceuticals, insecticides, industrial ma-
chinery, and various consumer products, ranging from 
power tools to athletic shoes. Seven investigations re-
sulted in exclusion orders; in three investigations, cea-
se-and-desist orders were issued. Several investigations 
were terminated by the Commission without determin-
ing whether section 337 had been violated. Generally, 
these terminations were based on settlement agree-
ments or consent orders. At the close of 1990, there 
were 12 section 337 investigations, including advisory 
opinion, enforcement, and modification proceedings, 
pending before the Commission. Commission activities 
involving section 337 actions in 1990 are presented in 
table A-23. 

As of December 31, 1990, a total of 50 outstanding 
exclusion orders based on violations of section 337 
were in effect. Thirty-four of these orders involved pat-
ent violations. Table A-24 lists the investigations that 
preceded the issuance of the orders. 

Enforcement of Trade Agreements and 
Response to Unfair Foreign Practices 35  

Chapter 1 of title III of the Trade Act of 1974, as 
amended36  (sec. 301), gives the USTR,37  subject to 
any direction by the President, the authority and means 
to enforce U.S. rights under trade agreements or to re-
spond to unjustifiable, unreasonable, or discriminatory 
acts by a foreign country or instrumentality that burden 
or restrict U.S. commerce. 38  If the USTR finds that the 
foreign practice is "unjustifiable" and burdens or re-
stricts U.S. commerce, or fords that U.S. rights under a 
trade agreement are being violated, the USTR must 
take all appropriate and feasible action to enforce such 
rights or to obtain the elimination of such act, policy, or 
practice. For "unreasonable" or "discriminatory" acts, 
the USTR has discretion over whether to take wtion. 39  

33  Significant portions of this section were taken from two 

e 	
published by USTR: Section 301 Table of Cases, Jan. 17, ports 

the Report to Congress on Section 301 Developments 
Required by Section 309(a)(3) of the Trade Act of 1974, January—
June and July—December 1990). Additional information was taken 
from USITC, Operation of the Trade Mreements Program 
(OW 
990.

),  41st Report, 1989, USITC publication 2317, September 
1  

36  19 U.S.0 2411, et seq. 
" Prior to the enactment of the Omnibus Trade and Competi-

tiveness Act of 1988, authority to act under sec. 301 resided with 
the President, and USTR was effectively responsible for adminis-
tration of the cases. The new trade law placed sec. 301 authority 
directly in the hands of USTR. In another significant develop- 
ment, the new law enacted a so-called "Super 301" p 	that 
called for the initiation of investigations in 1989 and 1990 cf 
"priority practices" that restrict U.S. exports and investment that 
are maintained by "priority countries." 

36  Within this context, "commerce" includes services use 
ciated with international trade, regardless of whether such services 
are related to specific products, and foreign direct investment by 
USpersons with implications for international trade. 

" The statute provides a number of procedures and time limits 
for action by the USTR. The USTR has 45 days from receipt of a 

An interagency committee headed by the USTR con-
ducts the investigations, including hearings if re-
quested. Section 301 investigations are usually initiated 
on the basis of petitions by interested parties, but an 
investigation may also be initiated by the USTR even if 
a petition is not filed. If the foreign entity does not 
agree to change its practices, the USTR is empowered 
to (1) deny it the benefits of trade-agreement conces-
sions; (2) impose duties, fees, or other import restric-
tions on products and services, when appropriate; and 
(3) enter into an agreement with the subject countries 
to eliminate the practice or to provide compensatory 
benefits for the United States. The USTR monitors 
compliance of foreign countries with the steps they 
have agreed to take under these provisions and may 
modify or terminate action under section 301 in certain 
circumstances. 

In 1990, three new section 301 investigations were 
initiated by the USTR. Two of the new investigations 
responded to petitions filed by private parties. One in-
vestigation was based on a petition filed by G. Heile-
man Brewing Co., Inc., alleging that Canada's import 
restrictions on beer are inconsistent with the GATT and 
the United States-Canada Free-Trade Agreement. 
Another investigation, brought by the International In-
tellectual Property Alliance (IIPA), the Motion Picture 
Export Association of America, Inc. (MPEAA), and 
the Recording Industry Association of America 
(RIAA), alleged that the Government of Thailand inad-
equately enforces its copyright laws, thereby denying 
market access opportunities to those who rely upon 
copyrights. The final investigation, initiated by the 
USTR on its own motion, related to the denial of bene-
fits under a trade agreement by the European Commu-
nities (EC), arising from the accession of Spain and 
Portugal into the EC. 4° Further developments occurred 
in 10 of the investigations initiated prior to 1990. Addi-
tionally, all six of the "Super 301" investigations initi-
ated in 1989 were terminated or suspended in 1990. 

Therefore, 19 section 301 investigations were ac-
tive during 1990. In 13, bilateral settlements were ob-
tained and the investigations were consequently termi-
nated, suspended, or withdrawn. Retaliatory measures 

39—Cooked 

petition to determine whether or not to initiate an investigation. In 
all investigations, consultations are requested with the foreign 
country or instrumentality involved. If a cue involves issues 
arising under a trade agreement, the United States employs the 
dispute settlement provisions of the agreement. The time period 
for a determination by the USTR concerning the practice in 
question, and any action to be taken, varies according to the type 
of practice alleged 

'" On Nov. 28, 1990, the National Pork Producers Council and 
the American Meat Institute filed a petition for action under sec. 
301 of the Trade Act, alleging that the EC Third Country Meat 
Directive denies the tights of the United States under the GATT 
and is otherwise unreasonable and burdens or restricts U.S. 
commerce (USTR docket No. 301-83). An investigation involving 
the same directive had been initiated prior to the enactment of the 
1988 amendments to sec. 301 but had been suspended (USTR 
docket No. 301-60). On Jan. 10, 1991, the USTR initiated an 
investigation under sec. 302(b) of the Trade Act and invoked the 
provisions of sec. 303(a)(2)(A) to delay GATT consultations for 
up to 90 days (see 56 F.R. 1663). 
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were not instituted in any of the investigations active in 
1990. Several of the cases active in 1990 were being 
pursued under GATT or Uruguay Round Code dispute-
settlement mechanisms. Several longstanding dormant 
cases (not formally terminated) in which no further ac-
tivity was reported in 1990 are listed at the end of this 
section 41  Table 19 summarizes the activity on section 
301 cases during 1990 that is described in greater detail 
below. 

Two petitions were withdrawn in 1990 prior to the 
commencement of an investigation. 42  In one, following 
satisfactory action by the Japanese Government, the pe-
titioner withdrew its petition, alleging that the Govern-
ment of Japan interfered with its efforts to sell amor-
phous metal transformers. 43  The second petition, alleg-
ing that Taiwan restricted the importation, distribution, 
and sale of U.S. distilled spirits, was withdrawn after 
Taiwan announced plans to open its market to distilled 
spirits from foreign countries." 

Cases Initiated in 1990 

Canada: Import Restrictions on Beer° 
G. Heileman Brewing Co., Inc. filed a petition on 

May 15, 1990, alleging that Canada's import restric-
tions on beer—including listing requirements, discrimi-
natory markups, and restrictions on distribution—are 
inconsistent with the GATT and the United States-Ca-
nada Free Trade Agreement. 

On June 29, 1990, the USTR initiated an investiga-
tion and requested public comment on the allegations 
in the petition.46  Also on that date the United States 
requested consultations with Canada under article 

of the GATT. Consultations were held July 20, 
1990. On September 14, 1990, the Stroh Brewing Co. 
filed a petition complaining about the distribution and 
pricing practices of the Province of Ontario with re-
spect to imported beer. On October 17, 1990, the 
USTR decided to investigate the allegations contained 
in the Stroh petition in the context of the investigation 
launched in June. 

EC: Enlargemente 

On November 15, 1990, the USTR initiated an in-
vestigation under section 302(b) of the Trade Act with 
respect to denial of benefits under a trade agreement by 

41  Sec. 301 cases resolved prior to 1990, and for which no 
followup action was taken in 1990, are not listed below. Since the 
enactment of sec. 301 provisions from 1974 through the end of 
1990, a total of 82 investigations have been handled. 

42 See the report published by USTR, "Section 302 Petitions—
No Investigation Initiated, Jan. 17, 1991." 

43  Filed Mar. 5, 1990, by Allied-Signal. Inc. Withdrawn 
Ape 18, 1990. 

" Filed on Dec. 3, 1990, by the Kentucky Distillers' Associ-
ation, the Distilled Spirits Cotmcil of the United States, and the 
American Beverage Alcohol Association. Withdrawn Jan. 11, 
1991. 

45  USTR docket No. 301-80. 
" 55 F.R. 27731. 
47  USTR docket No. 301-81.  

the EC, arising from the accession of Spain and Portu-
gal into the EC. A previous investigation involving the 
EC's enlargement had been settled in 1987, resulting in 
an agreement that provided certain compensation to the 
United States through the end of 1990. 48  

On November 19, 1990, the USTR requested pub-
lic comments, and a public hearing was held November 
26, 1990.49  On December 5, 1990, the USTR pub-
lished a notice of notification to the GATT contracting 
parties of the U.S. intent to suspend certain tariff con-
cessions.50  On December 20, 1990, a settlement agree-
ment with the EC was reached that extended the rights 
accorded to the United States under the 1987 agree-
ment through the end of 1991. The United States and 
EC expressed the intention to resume review of the sit-
uation by June 1991 in order to achieve a final under-
standing by September 30, 1991. The investigation was 
formally terminated on December 21, 1990? 1  

Thailand: Copyright Enforcements 2  
On November 15, 1990, the IIPA, MPEAA, and 

RIAA filed a petition under section 302(a) of the Trade 
Act of 1974, alleging that the Government of Thailand 
inadequately enforces its copyright laws, thereby deny-
ing market access to those who rely upon copyrights. 

On December 21, 1990, the USTR initiated an in-
vestigation under section 302(b) of the Trade Act with 
respect to the Thai Government's acts, policies, and 
practices relating to the enforcement of copyrights. The 
USTR alsorequested consultations with the Royal Thai 
Government 

Other Cases Active in 1990 

Norway: Toll Equipments 4  
On July 11, 1989, a petition was filed on behalf of 

Amtech Corp. alleging, among other things, that prac-
tices by the Government of Norway deny U.S. rights 
under the GAIT Government Procurement Code, thus 
adversely affecting U.S. trade in the sale of highway 
toll electronic identification systems. 

The USTR initiated an investigation on August 2, 
1989.55  In an exchange of letters between the United 
States and Norway on April 26, 1990, Norway agreed 
to take actions to offset the negative impact of this pro-
curement on petitioner. These included notification that 
the AMTECH system met the requirements of the Oslo 
Toll Ring project and a statement by the Norwegian 
PTT that the AMTECH system is proven, reliable, 
competitive, type-approved, and commercially avail-
able. Norway also agreed to take steps to ensure that 

" USTR docket No. 301-54. US1TC, OTAP, 41st Report, 
198,9 USITC Publication 2317, p. 140. 

" 55 F.R. 48197. 
55  55 F.R. 50269. 
51  55 F.R. 53376. 
52  USTR docket No. 301-82. 
53  56 F.R. 292. 

USTR docket No. 301-79. 
" 54 F.R. 36089. 
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Table 19 
Summary of activity on sec. 301 investigations during 1990 

Doc. No., 
date filed Petitioner 

Product or service/ 
country 	 Status at yearend 1990 

301-82 	 Intl Intellectual 
Nov. 1990 	Property Alliance, 

et al. 

Copyright laws/ 
Thailand 

On December 21, 1990, the USTR initiated an 
Investigation under section 302(b). The USTR 
also requested consultations with the Royal Thai 
Government 

301-81 	 No petition. 	 Accession of Spain & 	Settlement reached and investigation terminated 
Nov. 1990 	Initiated by USTR. 	PortugaVEC 	 on December 21, 1990. 

301-80 	 G. Heileman Brewing 	Beer/Canada 	 Consultations under Article XXIII:1 of GATT were 
May 1990 	Company, Inc. 	 held July 20, 1990. Petition filed by Stroh Brewing 

Company on September 14, 1990 has been 
incorporated into this investigation. 

301-79 	 Amtech Corp. 	 Highway toll 	 The U.S. withdrew its complaint and terminated 
July 1989 	 electronic ID systems/ 	the investigation on April 26, 1990, following a sat- 

Norway. 	 isfactory settlement. 

301-78 	 No petition. 	 Insurance/India 	 In light of India's participation in the GATT Uruguay 
June 1989 	Initiated by USTR. 	 Round, the investigation was terminated on 

June 14, 1990. 

301-77 	 No petition. 	 Investment/India 	 In light of India's participation in the GATT Uruguay 
June 1989 	Initiated by USTR. 	 Round, the investigation was terminated on 

June 14, 1990. 

301-76 	 No petition. 	 Forest Products/ 	 In light of commitments by the Japanese Govern- 
June 1989 	Initiated by USTR. 	Japan 	 ment, the investigation was suspended on 

June 15, 1990. 

301-75 	 No petition. 	 Supercomputers/ 	 In light of commitments by the Japanese Govern- 
June 1989 	Initiated by USTR. 	Japan 	 ment, the investigation was suspended on 

June 15, 1990. 

301-74 	 No petition. 	 Satellites/Japan 	 In light of commitments by the Japanese Govern- 
June 1989 	Initiated by USTR. 	 ment, the investigation was suspended on 

June 15, 1990. 

301-73 	 No petition. 	 Import Licensing/ 	 In light of actions taken by the Brazilian Govern- 
June 1989 	Initiated by USTR. 	Brazil 	 ment, the investigation was terminated on 

May 21, 1990. 

301-72 	 U.S. Cigarette 
April 1989. 	Export Assoc. 

301-70 	 Copper 
Nov. 1988 	Fabricators 

Brass 
 

Council. 

U.S. cigarettes/ 
Thailand. 

Metal scrap/EC-United 
Kingdom. 

In light of actions and commitments of the Royal 
Thai Government, the USTR terminated the inves-
tigation on November 23, 1990. 

On the basis of an agreement concluded 
January 4, 1990, the petitioner withdrew its 
petition on February 26, 1990, and the 
investigation was terminated. 

301-69 
Nov. 1988 

Required by sec. 
1305 of Omnibus 
Trade and Compe-
titiveness Act 
of 1988. 

Construction 
senrices/Japan. 

On November 21, 1989, the USTR determined that 
certain acts, policies, and practices with respect to 
the procurement of architectural, engineering and 
related consulting services by the Japanese 
Govemment are unreasonable and burden or 
restrict U.S. commerce. No retaliatory measures 
were taken because of certain commitments made 
by the Government of Japan. No action reported 
in 1990. 
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Status at yearend 1990 

On the basis of an agreement initialed between the 
U.S. and Korea on April 26, 1990, the investigation 
was terminated. The USTR continues to monitor 
Korea's implementation of the agreement pursuant 
to section 306 of the Trade Act. 

Based on an agreement with the EC, the USTR 
terminated the investigation, and monitors the EC's 
implementation of the agreement. 

A task force of high-level United States and EC 
officials continue to seek a resolution to the 
hormones dispute. In 1989, the USTR suspended 
the additional duty on pork hams and shoulders 
and certain tomato sauces. On May 16, 1990, 
the USTR made a technical amendment to the 
subheadings on tomato sauces. 

Based on Brazilian assurances that patent 
protections will enacted, the USTR terminated the 
application of increased duties on June 27, 1990. 

Pending. GATT Council agreed to establish a 
dispute settlement panel in December 1987. 
In 1988, the EC took steps to provide access by 
granting export authorization to 117 US plants. No 
action reported in 1990. 

The U.S. and Canada reached an agreement in 
February 1990 that permits U.S. buyers to pur-
chase 20% of British Columbia roe herring and 
salmon directly from B.C. fishing grounds in 
1990. The percentage will increase to 25% during 
1991-93. The investigation was terminated on 
June 1, 1990. 

Pending. In February 1988, Argentina reduced the 
export tax differential, but in July, established a tax 
rebate. The USTR then resumed consultations 
and Argentina suspended the rebate. 
Consultations continue. 

Implementation of agreement between Korea and 
the U.S. continues to be monitored. Follow-up 
discussions are being held with the Korean 
Government 

In October 1986, the US and Japan concluded an 
agreement. The President approved the agree-
ment and suspended the investigation, directing 
that it be terminated when Japan fully implements 
the agreement. No action reported in 1990. 

Agreement reached and investigation suspended 
in 1986. Case reactivated in 1987 due to failure of 
Japan to fulfill the agreement. Increased duties 
imposed on certain Japanese products in 
April 1987. Some duties removed in June and 
November 1987. In August 1988, the U.S. 
Government modified some aspects of 
implementation of the semiconductor agreement 
at the request of U.S. industry. No action reported 
in 1990. 

Table 19—Continued 
Summary of activity on sec. 301 investigations during 1990 

Doc. No., 
date filed Petitioner 

Product or service/ 
country 

301-65 American Meat Beef licensing/Korea. 
Feb. 1988 Institute. 

301-63 American Soybean Oilseeds/EC. 
Dec. 1987 Association. 

301-62 President acted Animal Hormone 
Nov. 1987 on his own 

motion. 
Directive/EC. 

301-61 Pharmaceutical Lack of patent 
June 1987 Manufacturers protection/Brazil. 

Association. 

301-60 American Meat Third Country Meat 
July 1987 Inst., et al. Directive/EC. 

301-55 Icicle Seafoods Ban on unprocessed 
Apr. 1986 and Associated herring and 

Processors. salmon exports/ 
Canada. 

301-53 National Soybean Soybean and 
Apr. 1986 Processors soybean product 

Association, export taxes/ 
Argentina. 

301-52 No petition. Intellectual property/ 
Nov. 1985 Self-initiated by Korea. 

USTR. 

301-50 USTR initiated Tobacco products/ 
Sept. 1985 at President's 

direction. 
Japan. 

301-48 Semiconductor Semiconductors/ 
June 1985 Industry Japan. 

Association. 
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Status at yearend 1990 

Pending. Consultations under the GATT 
Standards Code started in December 1984. No 
action reported in 1990. 

On May 25, 1989, agreement reached which 
provides for non-discriminatory treatment of 
foreign air couriers in Argentina. When fully 
implemented, ACCA is expected to withdraw its 
petition. No action reported in 1990. 

Pending. US and Spain consulted under GATT 
Art. XXII on December 1, 1983. No action 
reported in 1990. 

US and Portugal consulted under GATT Art. XXII 
on November 29, 1983. In June 1984, Portugal 
began lifting its restrictions on soymeal imports. 
No action reported in 1990. 

Pending. GATT Subsidies Code consultations 
initially held to confirm Brazil's claim that barriers 
were eliminated. No action reported in 1990. 

The U.S. and Korea consulted on February 5, 
1983 and in August 1983. Korea reduced tariffs on 
footwear items and removed all leather items from 
the import surveillance list. No action reported in 
1990. 

In December 1985, Japan agreed to provide an 
estimated $236 million in compensation through 
reduced (or bound) Japanese tariffs. The United 
States has raised tariffs on an estimated $24 mill-
ion in importsinto the United States of leather and 
leather goods from Japan. No action reported in 
1990. 

Pending. In November 1985, Brazil offered to 
liberalize its import surcharge and reduce tariffs. 
No action reported in 1990. 

Pending. Following informal GATT consultations, 
the USTR returned to the petitioner for further 
information. No action reported in 1990. 

Pending. No action in 1990. 

On July 29, 1987 the petitioners requested that the 
investigation be reactivated. The USTR denied 
their request. No action reported in 1990. 

The USTR suspended the investigation on July 25, 
1980 upon Argentina's commitment to participate 
in multilateral negotiations. No action reported in 
1990. 

On July 12, 1979, the USTR suspended the inves-
tigation pending review of the operation of the US-
USSR agreement The suspension remains in 
effect. No action reported in 1990. 

Table 19—Continued 
Summary of activity on sec. 301 investigations during 1990 

Dec. No., 
date filed Petitioner 

Product or service/ 
country 

301-47 Fertilizer Triple super- 
Aug. 1984 Institute. phosphate/EC. 

301-44 Air Courier Air transpor- 
Sept. 1983 Conference of canon of time- 

America. sensitive corn- 
mercial documents/ 
Argentina. 

301-42 National Soybean Soybean oil and 
Apr. 1983 Processors meal/Spain. 

Association. 

301-41 National Soybean Soybean oil and 
Apr. 1983 Processors meaVPortugal. 

Association. 

301-40 National Soybean Soybean oil and 
Apr. 1983 Processors meaVBrazil. 

Association. 

301-37 Footwear Industries Nonrubber footwear/ 
Oct. 1982 of America, Inc. Korea 

301-36 Footwear Industries Nonrubber footwear/ 
Oct 1982 of America, Inc. Japan. 

301-35 Footwear Industries Nonrubber footwear/ 
Oct. 1982 of America, Inc. Brazil. 

301-34 J.I. Case Co. Front-end loaders/ 
July 1982 Canada. 

301-23 National Broiler Poultry/EC. 
Sept. 1981 Council. 

301-22 Great Western Sugar export sub- 
Oct 1981 Sugar Company sidies/EC 

301-18 American Institute Marine insurance/ 
May 1979 of Marine Under- 

writers. 
Argentina. 

301-14 American Institute Marine insurance/ 
Nov. 1977 of Marine Under- 

writers. 
USSR. 
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Table 19—Continued 
Summary of activity on sac. 301 investigations during 1990 

Dec. No., 
date filed 

301-13 
Aug. 1977 

301-6 
Nov. 1975 

Product or service✓ 
Petitioner 	 country 

Millers National 
	

Wheat liour/EC. 
Federation. 

Straws at yearend 1990 

GATT Subsidies Code panel declined to rule 
whether EC violated code rules. No action in 
1990. The issues raised by the panel report are the 
subject of the Uruguay negotiations. 

Tanners Council of 
	

Leather/Japan. 	 See Docket No. 301-36 above. 
America. 

Procurement Code procedures are followed in its future 
government procurements and that the award of the 
Oslo Toll Ring contract to a Norwegian firm does not 
prejudice the ability of foreign companies to win con-
tracts for future toll ring projects in Norway. 

On the basis of this exchange of letters, the United 
States withdrew its complaint from the Committee on 
Government Procurement and terminated the investiga-
tion on April 26, 1990.56  

India: Insurance° 
On June 16, 1989, the USTR initiated an investiga-

tion under section 302(bX1) of the Trade Act of 1974 
concerning India's barriers to foreign insurance provid-
ers. These practices had been identified on May 26, 
1989, as "priority practices" of a "priority country" un-
der section 310 of the Trade Act (i.e., Super 301). 

On April 27, 1990, USTR reviewed the identifica-
tion of India as a "priority country" and of insurance 
market barriers as a "priority practice." 53  A request for 
public comment was published on May 11, 1990.59  

On June 14, 1990, the USTR determined that In-
dia's practices were unreasonable and burdened or re-
stricted U.S. commerce. However, the investigation 
was terminated on that date because the USTR deter-
mined that no responsive action under section 301 was 
appropriate, given the potential for results through In-
dia's participation in the GATT Uruguay Round. w The 
USTR indicated its intention to review the status of In-
dia's practices after the conclusion of the Uruguay 
Round and determine at that time whether action under 
section 301 would be warranted. 

India: Invesbnenta 
On June 16, 1989, USTR initiated an investigation 

of trade-restricting measures imposed by the Govern-
ment of India on foreign investors. This investigation 
resulted from identification of this practice as a Super 
301 "priority practice." 

56  SS P.R. 19692. 
USTR docket No. 301-78. 

56  SS P.R. 18693. 
55  55 ER. 19818. 
65  55 P.R. 25766. 

USTR. docket No. 301-77. 

On April 27, 1990, USTR reviewed the identifica-
tion of India as a "priority country" and its investment 
bathers as a "priority practice." 62  A request for public 
comment was published on May 11, 1990.63  

On June 14, 1990, the USTR determined that In-
dia's practices were unreasonable and burdened or re-
stricted U.S. commerce. The investigation was termi-
nated on that date, however, because the USTR deter-
mined that no responsive action under section 301 was 
appropriate, given the potential for results through In-
dia's participation in the GATT Uruguay Round." The 
USTR indicated its intention to review the status of In-
dia's practices after the conclusion of the Uruguay 
Round and determine at that time whether action under 
section 301 would be warranted. 

Japan: Forest Products 65  
On June 16, 1989, USTR initiated an investigation 

of Japan's policies and practices affecting imports of 
forest products, including technical bathers to trade. 
This investigation resulted from identification of this 
practice as a Super 301 "priority practice." 

Following extensive consultations, the United 
States and Japan agreed on April 25, 1990, to a com-
prehensive package of measures intended to improve 
market access for U.S. exporters of forest products and 
to expand the opportunities for wood construction in 
Japan. Among other things, Japan agreed to reduce 
overall tariff rates on certain wood products, to base 
building standards on performance requirements, to re-
vise and adopt new certification standards for wood 
products, and to establish certain committees to moni-
tor these changes. On June 15, 1990, the investigation 

suspende was 	d.66  

Japan: Supercomputers° 
On June 16, 1989, USTR initiated an investigation 

of the Government of Japan's procurement practices 
with respect to supercomputers. This investigation re- 

62  55 P.R. 18693. 
e 55 F.R. 19818. 
66  55 RR. 25765. 
65  US1R docket No. 301-76. 
" 55 FR. 25763. For further details, see the Japan section of 

ch. 4. 
USTR docket No. 301-75. 
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suited from identification of this practice as a Super 
301 "priority practice." 

On March 23, 1990, the USTR announced that an 
understanding had been reached with Japan on a basic 
text of an agreement to supersede a 1987 bilateral 
agreement on supercomputers. It was further agreed 
that efforts to finalize the new agreement and to ensure 
market opportunities for U.S. supercomputer suppliers 
would continue. Among other things, Japan agreed to 
have procuring entities follow open, competitive, and 
transparent procedures in making acquisitions of super-
computers, to establish purchaser specifications based 
on users' actual minimum needs, and to establish new 
procedures for considering complaints regarding acqui-
sition of supercomputers. On June 15, 1990, the inves-
tigation was suspended. 68  

Japan: Satellites 69  
On June 16, 1989, USTR initiated an investigation 

of the Government of Japan's ban on government pro-
curement of foreign satellites. This investigation re-
sulted from identification of this practice as a Super 
301 "priority practice." 

On April 3, 1990, the USTR announced that the 
United States had reached an understanding with the 
Government of Japan on an agreement intended to pro-
vide open access to the Japanese public satellite market 
for U.S. companies. Among other things, Japan com-
mitted itself to removing the explicit restriction on the 
procurement of foreign satellites by government enti-
ties and agreed to establish open, transparent, and non-
discriminatory procedures for making acquisitions of 
nonresearch satellites. On June 15, 1990, the investiga-
tion was suspended.70  

Brazil: Import Licensing" 
On June 16, 1989, USTR initiated an investigation 

of certain import restrictions maintained by the Gov-
ernment of Brazil, including its "suspended" list, com-
pany- and sector-specific import quotas, and lack of 
transparency of its import-licensing regime. This inves-
tigation resulted from identification of this practice as a 
Super 301 "priority practice." 

During GAIT consultations, Brazil indicated its in-
tent to significantly reduce its prohibited import list72 

 and expand the de facto quotas. Some minor liberaliza-
tion of the de facto quotas occurred in February 1990. 
However, when action to reduce the prohibited import 
list did not occur, the United States informed Brazil of 
its intention to request dispute-settlement proceedings 
under GATT article XXIII:2 if no resolution was forth-
coming. 

a 55 F.R. 25764. For further details, see the Japan section of 
ch. 4. 

" USTR docket No. 30-74. 
" 55 F.R. 25761. For further details, see the Japan section of 

ch. 4. 
71  USTR docket No. 301-73. 
72  For a more detailed discussion of Brazil's list of prohibited 

imports, see the discussion of Branl in ch. 4. 

On May 14, 1990, the Government of Brazil in-
formed USTR that its Ministry of Economy had im-
plemented the resolution eliminating quantitative re-
strictions on imports, including the "prohibited" list. 
On May 21, 1990, the USTR terminated the investiga-
tion because the practices that were the subject of the 
investigation had been removed." 

Thailand: Cigarettes 74  
On April 10, 1989, the U.S. Cigarette Export Asso-

ciation (CEA) filed a petition alleging that the Royal 
Thai Government and its instrumentality, the Thailand 
Tobacco Monopoly (ITM), engage in practices that af-
fect imports of cigarettes and that are unreasonable, 
discriminate against imports, and burden and restrict 
U.S. commerce. 

The USTR initiated an investigation on May 25, 
1989, and requested public corrunent. 75  On December 
22, 1989, the United States requested consultations un-
der article XXIII:1 of the GATT. Since those consulta-
tions failed to result in a satisfactory solution, the 
United States requested the establishment of a panel 
under GATT article XXEII:2. The panel, established on 
April 3, 1990, issued its report on September 21, 1990, 
concluding that Thailand's import restrictions on ciga-
rettes are contrary to the provisions of GAIT article 
XI. On October 15, USTR requested public comment 
on actionability.76  

On November 23, 1990, the USTR determined that 
U.S. rights under the GATT were violated by Thai-
land's restrictions on imports of cigarettes. However, in 
light of subsequent actions and commitments of the 
Royal Thai Government intended to allow foreign ciga-
rettes to be sold in Thailand on the basis of nondiscrim-
ination, national treatment, and normal commercial 
practices and considerations, the USTR decided to ter-
minate the investigation." USTR will monitor Thai 
implementation of its commitments pursuant to section 
306 of the Trade Act. 

EC: Copper Scrap Restrictions 78  
In November 1988, the Copper and Brass Fabrica-

tors Council, Inc., filed a petition regarding restrictions 
maintained by Brazil and the EC and separate restric-
tions maintained by the United Kingdom, on the export 
of copper scrap, copper alloy scrap, and zinc scrap. The 
petitioner subsequently withdrew the petition with re-
gard to Brazil and zinc scrap. The petitioner asserted 
that export restrictions maintained by the EC and the 
United Kingdom depress the price of EC copper scrap 
and elevate the price of non-EC scrap, and thereby pro-
vide a cost advantage to EC brass fabricators. 

In December 1988, the USTR initiated an investi-
gation." On January 27, 1989, a USTR representative 

73  55 F.R. 22876. 
74 USTR docket No. 301-72. 
75  54 F.R. 23724. 
76 55 F.R. 41781. 
" 55 F.R. 49724. 
" USTR docket No. 301-70. 
" 54 F.R. 338. 
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announced that USTR would not proceed separately 
against the United Kingdom because the United King-
dom had represented that its restrictions were not being 
maintained independently of the EC restrictions." 

A dispute-settlement panel was established by the 
GAIT Council on July 19, 1989. 81  After the first panel 
meeting was held in November 1989, the United States 
and the EC resumed settlement negotiations, resulting 
in an agreement on January 4, 1990, in which the EC 
agreed not to reimpose the export restrictions in 
1990.82  

On the basis of this trade agreement, the United 
States withdrew its complaint from the GAIT dispute-
settlement panel. On February 26, 1990, the petitioner 
withdrew its petition and the investigation was termi-
nated." 

Korea: Beef Licensing System" 
In February 1988, the American Meat Institute 

filed a petition alleging that Korea maintains a restric-
tive licensing system on imports of all bovine meat, in 
violation of GAIT Article XL In March 1988, the 
USTR initiated an investigation." In May 1988, the 
GATT Council agreed to establish a dispute-settlement 
panel, which issued a report favorable to the United 
States on May 27, 1989. 86  However, Korea did not 
agree to the adoption of the panel report. 

Effective September 28, 1989, the USTR deter-
mined that rights to which the United States is entitled 
were being denied by Korea." On November 8, 1989, 
Korea allowed the GATT panel report to be adopted 
and consultations commenced on an acceptable imple-
mentation by Korea of the panel results.** 

On March 21, 1990, an agreement was initialed by 
the United States and Korea, and on April 26-27, letters 
were exchanged. Among other things, Korea agreed to 
liberalize fully its beef market and to increase annually 
its quotas through 1992. The investigation was termi-
nated on April 26, 1990." Pursuant to section 306 of 
the Trade Act, the USTR will monitor Korea's imple-
mentation of the agreement. 93  

EC: Oilseeds 91  
On December 16, 1987, the American Soybean As-

sociation (ASA) filed a petition complaining that the 
EC's policies and practices relating to oilseeds and 
oilseed substitutes nullify and impair benefits accruing 

U USTR, Report to Congress on Section 301 Developments, 
lin 

111 
 uary-June 1990, note. 32 at 11. 

82  Ibid. 
" 55 FR 7859. 
" USTR docket No. 301-65. 
115  53 F.R. 10995. 
" Australia was also authorized a panel on the same matter. 

54 FR. 40769. 
88  USTR, Section 301 Table of Cases, supra note 32, at 37. 
9'55 F.R. 20376. 
" For further details, see the Korea section of ch. 4. 
" USTR docket No. 301-63.  

to the United States under GATT and, specifically, are 
inconsistent with a zero tariff binding agreed to by the 
EC. ASA alleged that the practices also are unjustifi-
able, unreasonable, and burden or restrict U.S. com-
merce. 

On January 5, 1988, the USTR initiated an investi-
gation and requested consultations with the EC.92  The 
GAIT panel, convened under GATT article 3001:1, 
ruled in favor of the United States. The panel report 
that was circulated to GATT contracting parties on De-
cember 14, 1989. On January 25, 1990, the panel report 
was adopted by consensus by the GATT Council of 
Representatives and the EC representative confirmed 
the EC's intention to take measures to comply with the 
panel's conclusions.93  

On January 31, 1990, consistent with the panel's 
conclusions, the USTR determined that rights of the 
United States under a trade agreement are being denied 
by the EC's production and processing subsidies on 
oilseeds and animal feed proteins and that EC produc-
tion subsidies deny benefits to the United States. The 
USTR also noted that the EC had agreed to take satis-
factory measures to grant the rights of the United States 
under a trade agreement. Therefore, the USTR decided 
to terminate the investigation and to monitor the EC's 
implementation of its commitment under section 306 to 
take satisfactory measures by the 1991 marketing year 
to comply with the panel report." 

Brazil: Pharmaceuticals" 
The Pharmaceutical Manufacturers Association 

filed a petition on June 11, 1987, complaining of Bra-
zil's lack of patent protection for pharmaceutical prod-
ucts and the process of their production as an unreason-
able practice that burdens or restricts U.S. commerce .% 

On July 23, 1987, the USTR initiated an investiga-
tion and requested consultations with Brazil 9 7  On July 
21, 1988, the President determined Brazil's policy to be 
unreasonable and a burden and restriction on U.S. com-
merce. On October 20, 1988, the President used section 
301 authority to proclaim tariff increases to 100 per-
cent ad valorem on certain paper products, nonbenze-
noid drugs, and consumer electronics items from Bra- 

zil.On June 26, 1990, Brazilian President Fernando 
Collor announced that he would seek to draft legisla-
tion to provide product and process patent protection 
for pharmaceuticals. The Brazilian administration indi-
cated its intention to ensure the presentation of a bill to 
the Brazilian Congress for this purpose in early 1991, 
and to seek its approval and implement such legislation 
immediately after it comes into force. 

"53 F.R. 984. 
9 3  USTR, Report to Congress on Section 301 Developments, 

supra note 32, at 16. 
94  55 F.R. 4294. For further details, see the "Dispute Settle-

ment" section of ch. 2. 
" USTR docket No. 301-61. 
" For additional information on Brazil's pharmaceutical 

policies, see the discussion of Brazil in ch. 4. 
" 52 RR. 28223. 
9' 53 F.R. 41551. 
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Consequently, on June 27, 1990, the USTR termi-
nated the application of the increased duties with re-
spect to articles entered or withdrawn from warehouses 
for consumption on or after July 2, 1990.99  The USTR 
also announced that the United States would monitor 
closely the Government of Brazil's efforts to enact such 
legislation. On April 30, 1991, President Collor intro-
duced to the Brazilian Congress a bill that would rec-
ognize intellectual property rights for phannaceuti-
cals. 100  

Canada: Salmon and Herring"' 

Icicle Seafoods and nine other seafood processors 
filed a petition in April 1986 alleging that the Canadian 
prohibition on exports of unprocessed herring and 
salmon violates GATT Article XI, covering quantita-
tive restrictions, and provides Canadian processors 
with an unfair cost advantage that burdens U.S. exports 
in third-country markets. The USTR initiated an inves-
tigation in May 1986. 102  In November 1987, a GATT 
dispute-settlement panel ruled in favor of the United 
States. The panel report was adopted by the GATT 
Council in March 1988. 1°3  

The USTR determined on March 28, 1989, that 
Canada's export prohibition denied a right to which the 
United States was entitled under the GATT. 1°4  On 
April 25, 1989, Canada repealed its export prohibition 
and replaced it with regulations requiring all Pacific 
roe herring and salmon caught in Canadian waters to be 
brought to shore in British Columbia prior to export. 
On October 13, 1989, an FTA dispute-settlement panel 
issued a report fmding that the landing requirements 
violated FTA article 407, which prohibits GATT-incon-
sistent export restrictions. 105  

In mid-February 1990, the United States and Cana-
da reached agreement on an interim settlement of the 
dispute, which permits U.S. buyers to purchase 20 per-
cent of British Columbia (B.C.) roe herring and salmon 
directly from B.C. fishing grounds during the 1990 
fishing season. The percentage will increase to 25 per-
cent during 1991-93. Under the arrangement, roe her-
ring shipped to the United States from Canada must be 
processed before re-export to third countries to the 
same extent required under Canadian law. 1°6  

Canada and the United States will review the oper-
ation of this arrangement in 1993. The investigation 
was terminated on June 1, 1990. 1°7  

" 55 F.R. 27324. 
ul°  James Bruce, "Brazil Proposes to Accelerate Pharmaceuti-

cal Patent Rights," Journal of Commerce, May 3, 1991. 
101  USTR Docket No. 301-55. 
Ica 51 F.R. 19648. 
103 USTR, Report to Congress on Section 301 Developments, 

January—Jun
d. 

 e 1990, supra, note 32, at 18. 
tot Di 
1es USTR, "Section 301 Table of Cases," note 32, at 27. 
lot lbid., p. 28. 
107  55 F.R. 23322.  

Argentina: Differential Export Taxes on Soybeans 
and Soybean Productsm 

The USTR initiated the investigation in April 1986 
at the request of the National Soybean Processors As-
sociation.I°9  The petitioner alleged that Argentina's 
system of differential export taxes, under which soy-
beans are charged a higher export tax than soybean oil, 
burdens U.S. exports to third-country markets. 

In February 1988, Argentina reduced the export tax 
differential by 3 percent. However, Argentina estab-
lished a tax rebate in July 1988 on oil and meal exports 
to third countries that subsidize these products. As a 
result, the USTR resumed consultations with Argenti-
na, which then suspended the rebate payments.II° Con-
sultations with Argentina were continuing as of the end 
of 1990. 

Followup on Cases Settled Prior to 1990 

EC: Animal Hormone Directive 111  

On December 24, 1987, on his own motion, the 
President proclaimed, but immediately suspended, in-
creased duties on specified products of the EC in re-
sponse to the EC's scheduled implementation of its 
Animal Hormone Directive. 112  The EC implemented 
its directive on January 1, 1989. In response, the USTR 
terminated the suspension of the increased duties, ef-
fective January 1, 1989, with some modifications.I 13  

In 1989, the USTR suspended the additional duty 
on pork hams and shoulders and certain tomato sauces, 
as the result of EC agreement to an interim measure 
allowing entry of nontreated U.S. meat. 114  On May 16, 
1990, the USTR made a technical amendment to the 
subheadings on tomato sauces. 115  

Korea: Intellectual Property Rights 116  

On November 4, 1985, the USTR self-initiated an 
investigation of Korea's lack of effective protection of 
U.S. intellectual property rights. 117  In 1986, the White 
House, announcing the conclusion of an agreement 
with Korea aimed at improving protection of intellectu-
al property rights, terminated the investigation.I 18  

Implementation of the agreement continues to be 
monitored. Followup discussions are being held with 
the Korean Govemment. 119  

166  USTR docket No. 301-53. 
109  51 F.R. 16764. 
110 USTR, "Section 301 Table of Cases," Nov. 15, 1988. 
111  USTR docket No. 301-62. 
112  52 FR. 49131. 
113  53 FR. 53115. 
114 54 ER.  50673 .  
115 55 FR. 20376. 
116  USTR docket No. 301-52. 
117  50 ER. 45883. 
115  51 ER. 29446. 
119 USTR, "Section 301 Table of Cases," p. 23, footnote 32. 

For further details, see also the Korea section of ch. 4. 
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Cases Inactive in 1990 

Outstanding cases in which no further action oc-
curred in 1990 include: 120  

EC: Export Subsidies on Wheat Flour, 121 
 Japan: Leather,122  

USSR: Marine Insurance; 123  
Argentina: Marine Insurance; 124  
EC: Sugar Export Subsidies; 125  
EC: Poultry Export Subsidies; 126  
Canada: Tax and Customs Measures on Front-

End Loaders; 127  
Brazi1, 128  Japan, 129  and Korea: 130  Import 

Restrictions on Nonrubber Footwear; 
Brazi1,131  Portuga1,132  and Spain: 133  Barriers 

to U.S. Exports of Soybean Oil and Meal; 
Argentina: Air Couriers;'
EC: Technical Standards For Fertilizers; 135  
Japan: Semiconductors; 136  
Japan: Tobacco Production; 137  
EC: Third Country Meat Directive: 138  and 
Japan: Construction-Related Services. 139  

Other Import Administration Laws 

Agricultural Adjustment Act 
Section 22 of the Agriculture Adjustment Act (7 

U.S.C. 624) requires the President to take action to pre-
vent imports from undermining the integrity of U.S. 
Department of Agriculture (USDA) programs designed 
to stabilize domestic agricultural commodity prices. 
The President acts on the basis of a formal investiga-
tion and recommendation by the U.S. International 
Trade Commission. Following receipt of the Commis-
sion's report, the President may impose quantitative re-
strictions on imports or fees, not to exceed 50 percent 
of the imported product's value, to protect relevant 
USDA programs. In instances in which the Secretary of 
Agriculture determines that an emergency exists, the 
President may take action before completion of the 

I" For further details an these cases see USITC, Operation 
of the Dade Agmements Program, 38th Report, 1986, USITC 
publication 1995, July 1987, pp. 5-10 and 4-7. 

121  USTR docket No. 301-6. Initiated in December 1975. 
122  USTR docket No. 301-13. Initiated in August 1977. 
1" USTR Docket no. 301-14. Initiated in June 1978 (sus-

;sandal). 
124  USTR docket No. 301-18. Initiated in July 1979 (sus-

Pen 
12 1STR docket No. 301-22. Initiated in October 1981. 
176  USTR docket No. 301-23. Initiated in October 1981. 
172  USTR docket No. 301-34. Initiated in October 1982. 
12$ USTR docket No. 301-35. Initiated in December 1982. 

USTR docket No. 301-36. Initiated in December 1982. 
13°  USTR docket No. 301-37. Initiated in December 1982. 
131  USTR docket No 301-40. Initiated in May 1983. 

USTR docket No. 301-41. Initiated in May 1983. 
133  USTR docket No 301-42. Initiated in May 1983. 
1..34  USTR docket No. 301-44. Initiated in November 1983. 
I" MR docket No. 301-47. Initiated in October 1984. 
136  USTR docket No. 301-48. Initiated in July 1985. 
I" USTR docket No. 301-50. Initiated in September 1985 

(suga  Udela docket No 301-60. Initiated in July 1987. 
I" USTR docket No. 301-69. Initiated in November 1988. 

Commission's investigation and report. Such emergen-
cy action continues in effect during the pendency of the 
above proceedings. 

On November 13, 1990, the President suspended 
indefmitely the existing quota on cotton waste prod-
ucts. 140  This action followed formal section 22 pro-
ceedings by the International Trade Commission to de-
termine whether the existing import quota on cotton 
waste should be maintained, terminated, or if the cur-
rent, country-specific allocations should be modified. 
The Commission's investigation, initiated at the direc-
tion of the President, was instituted on July 25, 1989, 
with findings and recommendations forwarded to the 
President on January 25, 1990.141 

On December 3, 1990, the Commission on its own 
motion instituted investigation No. 22-52 to assess the 
import effects of peanuts on USDA price-support pro-
grams. The investigation was ongoing at the end of 
1990. 142 

Quantitative import restrictions established pur-
suant to section 22 authority, through presidential proc-
lamations of previous years, remained in place 
throughout 1990 on cotton products of certain specified 
staple lengths, cotton waste, peanuts, certain dairy 
products, and certain sugar-containing articles. Com-
pensatog import fees remained in effect on refined 
sugar.14.i 

Meat Import Act of 1979 
The Meat Import Act of 1979 (Public Law 88-482), 

successor to the Meat Act of 1964, became effective on 
January 1, 1980. The act requires the President to im-
pose quotas on imports of bovine meat, primarily fresh, 
chilled, or frozen beef144  if the projected aggregated 
quantity of the subject bovine products for the calendar 
year, as estimated by the USDA, is expected to exceed 
a specified "trigger" leve1. 145  This "trigger" level, cal-
culated on the basis of a congressionally prescribed for-
mula outlined in the law, is modified annually by a pro-
duction-adjustment and counter-cyclical factor. The 
"trigger" level is equivalent to 110 percent of the appli-
cable quota for meat imports in a given year. Quantita-
tive limitations may be applied if unrestrained imports 
are expected to exceed "trigger" levels. 

140  For details, see Presidential Proclamation No. 6228 dated 
Nov. 13, 1990. 

141 A detailed description of the Commission's findings and 
recommendations is contained in USITC, Cotton Comber Wane: 
Report to the President on Investigation No. 22-S1 Under section 
22 of the Agricultural Adjustment Act, as Amended, USITC 
publication 2334, Nov. 1990. 

142  On Mar. 22, 1991, the USITC transmitted to the President 
its report on the section 22 investigation of peanut imports. The 
President as of May 6, 1991, had net responded to the Commis-
Skill finding. 

143  Outstanding sec. 22 cases in which no further Presidential 
action occurred in 1990 included sugar (investigation No. 22-49), 
sugar-containing articles (investigation No. 22-48), and ice cream 
(investigatica No. 22-50). 

I" The law, which also encompasses imports of veal, mutton, 
and goat meat, does not apply to imports of pork, lamb, fish, or 
poultry meat. 

I" U.S. imports from Canada became exempt from the law on 
Jan. 1, 1989, with the implementation of the United States-
Canada Free Trade Agreement (FTA). 
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Meat import quantities subject to the law are re-
viewed quarterly by the Secretary of Agriculture for 
conformance to "trigger" levels, at which time an esti-
mate is made of total imports for the year. If the annual 
unrestrained meat import level is projected to exceed 
the "trigger" level, attempts may be made to negotiate 
"voluntary restraint agreements" (VRAs) with major 
suppliers. VRAs, if negotiated, stipulate that import to-
tals remain below applicable Meat Import Law "trig-
ger" levels. No quotas pursuant to the immediate law 
have been imposed since the provisions took effect in 
1980. 

On December 29, 1989, USDA announced that the 
applicable quota level for meat imports in 1990 was 
1,242.0 million pounds, translating into a 1,3662 mil-
lion-pound "trigger" level. USDA also estimated that 
in the absence of limitations, 1,150 million pounds of 
quota meat would be imported during 1990, approxi-
mately 216.2 million pounds below the 1990 "trigger" 
level, mandating imposition of quantitative limita-
tions. 146  Actual imports of quota meat subject to the 
act in 1990, according to preliminary statistics of the 
U.S. Customs Service, totaled 1356.7 million pounds 
allocated among participating suppliers as follows (in 
million pounds): 

Source Quantity . 

Australia 	  815.2 
New Zealand 	  407.7 
Costa Rica 	  42.1 
Guatemala 	  37.8 
Dominican Republic 	  25.7 
Honduras 	  22.1 
Mexico 	  2.6 
Sweden 	  2.5 
El Salvador 	  1.0 

Total 	  1,356.7 

Since the 1,356.7 million pounds of meat imported in 
1990 was below the 1366.2 million "trigger" level, the 
quota was not imposed. This margin under the quota 
resulted from particularly light shipments from Austra-
lia in the fmal two quarters of the year. Industry 
sources indicate that Australia has in recent months di-
verted a significant portion of its beef for export to Ja-
pan and the Pacific Rim countries. 

On December 31, 1990, the USDA released its an-
nual estimate of 1991 meat imports in the absence of 
restraints. Meat imports subject to the law were esti-
mated to total 1,120 million pounds, 198.5 million 
pounds below the 1991 "trigger" level of 1318.5 mil-
lion pounds that would mandate quantitative restric-
tions.-147  

National Security Import Restrictions 
Section 232 of the Trade Expansion Act of 1962 

(19 U.S.C. 1862) authorizes the President, on the basis 

146  55 FR. 335, Jan. 4, 1990. 
147  56 FR. 510, Jan. 7, 1991.  

of a formal investigation and report by the Secretary of 
Commerce, to regulate the importation of articles that 
threaten to impair the national security of the United 
States. The President, unless he reverses the Secretary's 
fmding, must take whatever action he considers neces-
sary to control the contested articles' importation. The 
predecessor statute of section 232, section 8 of the 
Trade Agreements Extension Act of 1958, provided the 
President similar authority to regulate imports in the 
interest of national security. Section 232 has been ad-
ministered through the Department of Commerce's Of-
fice of Industrial Resource Administration (OIRA) 
since January 1980. Previous responsibility for the pro-
gram resided with the Department of Treasury and the 
Office of Emergency Preparedness. The Secretary, pur-
suant to the Omnibus Trade and Competitiveness 
Act148  of 1988, must present his recommendations to 
the President within 270 days after the initial date of 
the complaint rather than within the 1 year previously 
allowed. The President has 90 days in which to decide 
on appropriate action after receipt of the Secretary's 
findings. Previously, no deadline mandating Presiden-
tial action was in place. 

The most recent investigation conducted under this 
section that led directly to import restrictions was the 
1986 case that focused on imports of machine tools. 
The President, rather than acting unilaterally under au-
thority of section 232, directed the United States Trade 
Representative to negotiate voluntary restraint agree-
ments with countries showing significant exports to the 
United States. Agreements were subsequently nego-
tiated with Japan and Taiwan. 149  The agreements to 
date have obviated the need for unilateral Presidential 
action under section 232. No new investigations were 
initiated pursuant to provisions under authority of sec-
tion 232 in calendar year 1990. Section 232 has been 
used sparingly in the past by the President. The most 
notable use of this section has been in connection with 
the imposition of quotas, fees, or economic sanc-
tions)  on imports of petroleum products. 

Caribbean Basin Economic Recovery Act 
(CBERA) 

In 1990, the Caribbean Basin Economic Recoveg 
Act (CBERA) marked its seventh year of operation.lm 

148  See title I, subtitle E of the 1988 act. 
148  Japan and Taiwan agreed in 1986 to limit for a 5-year 

period, through December 1991, exports of machine tools to the 
United States. Negotiations with West Germany and Switzerland 
failed to produce similar agreements, prompting notification by 
the United States that it was prepared to take unilateral action 
should imports from these countries exceed prescribed levels. No 
action to knit machine tool imports from West Germany or 
Switzerland has been taken by the U.S. Government to date. For 
further details, see Presidential Notice dated Dec. 16, 1986 on 
the Machine Tool Revitalization Program. 

158  Libyan policies and actions supported through revenues 
from the exportation of oil to the United States were initially 
declared to be adverse to U.S. national security in March 1982. 
Economic sanctions based on Presidential Proclamations of 
previous years continued in effect throughout 1990 on U.S. 
imports of crude and refined petroleum products originating in 

libM.  The CBERA became operative by Presidential proclama-
tion on Jan. 1, 1984 (Public Law 98-67, title 11). 
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The CBERA, centerpiece of the Caribbean Basin Ini-
tiative (CBI), 152  is designed to encourage economic de-
velopment in the Caribbean Basin principally by pro-
viding customs-duty-free entry to the United States for 
a wide range of products from CBI-beneficiary coun-
tries. 

The Caribbean Basin is defmed as consisting of 28 
Caribbean, Central American, and South American 
countries and territories. 153  The Caribbean Basin coun-
tries are categorized as either "designated," which sig-
nifies CBERA-beneficiary status, or "nondesignated." 
In this report, the designated country group (also re-
ferred to as "CBERA" countries) varies according to 
the year under discussion. 154  In 1990, Nicaragua be-
came a designated country for the first time ' 35  and 
Panama156  regained eligibility as a designated country. 

The CBERA was originally implemented as a 
12-year program scheduled to expire on September 30, 
1995. On August 20, 1990, President Bush signed into 
law the Caribbean Basin Economic Recovery Expan-
sion Act of 1990.157  This legislation extended the 
CBERA program indefinitely. Other key provisions of 
1990 CBERA legislation include (1) a 20-percent duty 
reduction, to be implemented in five equal annual 
stages beginning in January 1992, for certain leather 
apparel, work gloves, and flat goods: 156  (2) a revision 
to language on workers' rights to prohibit the President 
from designating any country as a CBERA beneficiary 
if that country has not or is not taking steps to afford 

152  The CBI refers to a broader program launched in 1983 to 
expand foreign and domestic investment in nontraditional sectors 
of the Caribbean Basin countries, to diversify their economies, 
and to expand their exports. For mom detailed information on 
provisions under the CBI, see Latin America/Carthbean Business 
Development Center, 1991 Guidebook. Caribbean Basin 

U.S. Department of Canmerce, International Trade 
Administration, November 1990. 

155  These include the 27 countries and territories originally 
specified as potential beneficiaries in sec. 212(b) of the act, and 
Aruba (treated as part of the Netherlands Antilles until 1986). 

154  For the years 1985-87, the "CBERA countries" comprised 
a group of 22 beneficiaries. For 1988, the list of CBERA 
beneficiaries was expanded to include Guyana, while Panama was 
removed from the list of designated countries for 1989. 

155  The President's authonty to designate Nicaragua a 
beneficiary country was granted under the Caribbean Basin 
Economic Recovery Expansion Act of 1990. See discussion of 
the act below. Worker rights criteria required of all beneficiary 
countries (sec. 212(b) of the CBERA) were waived for Nicaragua 
for national security reasons by Presidential Determination No. 
91-8 of Nov. 7, 1990, 55 F.R. 49499, Nov. 29, 1990. Nicaragua 
became an eligible CBERA beneficiary effective Nov. 8, 1990. 
Presidential Proclamation 6223, 55 F.R. 47447, Nov. 13, 1990. 

"6  Panama was suspended fromeligiNlity on Apt 9, 1988, 
for lack of full cooperation with the United &ams in preventing 
the exportation of illegal narcotics, making it the first CBERA 

 to lose its designated status. See US1TC, OMP 40th 
Report, 1988, US1TC publication 2208, July 1989, p. 156. 
Panama was reinstated as a CBERA beneficiary effective Mar. 17, 
1990. 55 F.R. 7685, Mar. 2, 1990. 

i" Public Law 101-382, title 11. See "Statement on Signing 
the Customs and Trade Act of 1990," Presidential Documents, 
Aug. 20, 1990, p. 1266. 

58  These leather goods must be products of a CBERA 
beneficiary country. 	is excluded. Sec. 212(a) of the 
1990 CBERA expansion act establishes a maximum annual 
reduction of 2.5 percent ad valorem, meaning that the full 
20-percent reduction will not apply to any product with a tariff 
rate higher than 12.5 percent.  

internationally recognized worker rights to workers in 
the country, as defmed in the GSP statute; 159  and (3) 
the granting of duty-free entry to articles produced in 
Puerto Rico that are sent to a CBERA-beneficiary 
country to be "by any means advanced in value or im-
proved in condition." 160  

The 1990 CBERA legislation also stipulated 
changes to the U.S. HTS and to other legal provisions 
affecting CBERA-beneficiary countries. These 
changes: 

1) Increase the duty-free allowance for tou-
rists returning from the Caribbean from 
$400 to $600 (the allowance for tourists to 
U.S. insular possessions was increased 
from $800 to $1,200) and increase the duty-
free alcoholic beverage allowances by 1 li-
ter for CBERA-produced alcoholic bever-
ages; 161  

2) Establish a new provision granting duty-
free entry into the United States for articles 
"assembled or processed" in CBERA-bene-
ficiary countries from U.S. "components, 
materials, or ingredients; 162  

19  This makes workers' rights criteria under the CBERA 
conform to the workers' rights criteria required under the U.S. 
GSP. The President may waive this requirement for U.S. 
economic or national security reasons. 

16° Any materials added to such articles must be of U.S. or 
CBERA-beneficiary country origin. To be eligible for duty free 
treatment, the goods must be imported directly into the customs 
territory of the United States from the CBERA country. This 
special treatment does not extend to products excluded from duty 
free treatment under the CBERA. One source estimates the main 
impact of this provision will be on operations that U.S. Customs 
previously found did not meet substantial transformation require-
ments or did not create a product of the CBERA beneficiary 
country, such as enameling, minor assembly, or finishing opera-
tions, and repairs or alterations to merchandise. See Latin 
America/Caribbean Business Development Center, 1991 Guide-
book: Caribbean Basin Initiative, U.S. Department d Commerce, 
International Trade Administration, November 1990, p. 58. 

161  This provision amends headings in subch. IV of cat. 98 of 
the ins. 

la Magas, apparel, and petrolann products and derivatives 
are excluded. Before the expanded CBERA was enacted, articles 

to foreign articles ents were treated as 	ticles and 	subject -U.S. 
assembled in beneficiary countries from U4.-produced 

subje
duced  compo- 

n
duties and quotas upon reentry into the United tates. Further-
more, inputs not locally grown or manufactured in beneficiary 
countries were required to have been substantially transformed to 
be eligible for duty free treatment in the United States. For 

manufactured in CBERA-beneficiary countries wholly 
U.S.from 	components and ingredients, this new provision 

eliminates the substantial transformation requirement. Thus, 
previously excluded products such as footwear, handbags, and 
luggage produced from US. materials and components are 

for duty-free treatment under the expanded CBERA. The 
new provision also eliminates a former 	that at least 
35percent of the cost or value of the articlemust be attributable 

 direct costs of processing in one or more CBERA-beneficiary 
countries. This provision amends note 2 of :obeli. II of ch. 98 of 
the US. HTS. For further discussion of this new provision, see 
Latin America/Caribbean Business Development Center, 1991 
Guidebook: Caribbean Basin Initiative, U.S. Department of 
Commerce, International Trade Administration, November 1990, 
pp. 58-59. 
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3) Instruct the USITC to undertake an investi-
gation to assess whether revised rules of 
origin for CBERA country products are ap- 
propriate;  to 

4) Provide more liberal provisions (separate 
cumulation) for CBERA-beneficiary coun-
tries in assessing the impact of imports un-
der U.S. countervailing duty and antidump-
ing laws; 164  

5) Amend the 1989 Steel Liberalization Act 
(19 U.S.C. 2703 note) effective date; 165  

6) Amend the U.S. GSP rules-of-origin re-
quirements to conform to the more strin-
gent requirements under the CBERA; 166 

 and 

7) Formalize the Government of Puerto Rico's 
commitment toprovide a minimum of $100 
million in 936167  funds annually. 168  

la  Results of this study ate to be published in May 1991 as 
USTIC, Assessment of Rules of Origin Under the Caribbean 
Basin Economic Recovery Act, (mvestigation No. 332-298). 

16.  When imports from a CBERA-bareficiaty country ate 
under investigation under antidumping or countervailing duty 
laws, the imports from that country will no longer be aggregated 
with imports from non-CBERA countries under investigation. 
This measure reduces the likelihood that the CBERA country's 
exports will be viewed as causing material injury. This amends 
sec. 771(7XC)(iv) of the Tariff Act of 1930 (19 U.S.C. 
167:72)(CXiv)). 

1  This act provides .specific rules-of-origin requirements for 
ethyl alcohol or ethanol nnpotted.  into the United States from 
CBERA-beneficiary countries using feedstock of both CBERA 
and of non CBERA origin. The original legislation required that, 
beginning in 1986, the percentage of ethanol produced with 
CBERA feedstock was to increase to reach 75percent by 1989 to 
qualify for duty-free treatmentThe 1990 CBERA legislation 
extends the grandfather provision of the original legislation by 
allowing companies to operate under pre-1986 criteria subject to 
an metal cap  of 60 million gallons of ethanol made entirely from 
non-CBERA inputs. 

166  This adds the mules-of-origin requirements for eligible 
articles under sec. 213 of the CBERA to the U.S. sec. 503(b) of 
the Trade Act of 1974 (19 U.S.C. 2463(b)). Although this change 
does not materially affect the CBERA program, it "may indirectly 
make certain CBI-produced goods mote competitive, as it may 
cause selected goods produced in non-CBI countries that do not 
meet these rules cif origin requirements to lose GSP stews." 
Lain America/Catibbean Business Development Center, 1991 
Guidebook: Caribbean Basin Initiative, U.S. 	 of 
Commerce, International Trade Administration, Novembber 1990, 
p. 60. 

IP  Sec. 936 of the U.S. Internal Revenue code exempts U.S. 
companies doing business in Puerto Rico from U.S. corporate 
income taxes on profits deposited in the Puerto Rican banking 
system. Local financial institutions lend these funds at below-
maiket interest rates for business ventures and devel opment  
projects in eligible CBERA countries to stimulate trade between 
the island and countries in the region. In 1986, Puerto Rico 
committed to provide a minimum of $100 million in 936 funds 
annually to projects in qualifying countries. For a discussion of 
sec. 936 funds, ace US1TC, Annual Report on the Impact of the 
Caribbean Basin Economic Recovery Act on US. Industries and 
Consumers, UMW publication 2321, September 1990, pp. 1-9 

dirclut 1-14. This&rovision amends sec. 936(d) of the Internal Revenue 
Code of 19 

The 1990 CBERA legislation also included the fol-
lowing provisions: 

1) A requirement directing the Agency for In-
ternational Development (AID) to estab-
lish and administer a program of scholar-
ship assistance for students from beneficia-
ry countries to study in the United States; 

2) A declaration that tourism should be a cen-
tral part of the CBERA program and direc-
tion to the Secretary of Commerce to com-
plete a study of Caribbean tourism develop-
ment strategies that was begun in 1986; 

3) A requirement that the Commissioner of 
Customs, in fiscal years 1991 and 1992, es-
tablish a pilot program in an appropriate 
Caribbean country for testing the extent to 
which having customs preclearance opera-
tions can enhance the development of tour-
ism in the region; 

4) Authorization for the President to designate 
Nicaragua as a beneficiary country under 
CBERA for 1990; and 

5) A request that the President review the 
merits of extending the benefits provided 
under CBERA to the Andean region to help 
revitalize the national economies of the 
Andes and to further U.S. antinarcotics 
policy in the region. 

As part of the CBI, the United States assists eligi-
ble countries promoting business and facilitating pri-
vate sector investment in the area In 1990, the Depart-
ment of Commerce continued to lead these activities 
through its Caribbean Basin Information Center 
(CBIC), which was superseded by the Latin America/ 
Caribbean Business Development Center (LAIC Cen-
ter) as of October 27, 1990. The LA/C Center, which is 
funded in part by the U.S. AID, conducts trade-and in-
vestment-promotion projects including business coun-
seling; seminars on trade and investment opportunities; 
numerous publications; matchmaker events to link in-
vestors and suppliers with specific regional needs and 
interests; and business development missions to the re-
gion. 

In 1990, U.S. imports from designated beneficia-
ries of the Caribbean Basin amounted to $7.5 billion, 
up from $6.6 billion in 1989 (table 20). Imports from 
CBERA countries increased for the third consecutive 
year, following years of decline that accompanied de-
pressed petroleum prices. Almost all U.S. imports from 
the Caribbean Basin originate in CBERA-designated 
countries. In 1990, CBERA beneficiaries accounted for 
99.0 percent of all imports from the region, compared 
with 94.5 percent in 1989. The increase in the CBERA 
share was due largely to Panama's redesignation on 
March 17, 1990 (table A-25). Crude and refined petro-
leum products, which are not eligible for duty-free 
treatment under the CBERA, are the leading imports 
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Table 20 
U.S. Imports for consumption from countries designated under CBERA, 1  by duty treatment, 1988-90 

Item 1988 	1989 1990 

Value (1,000 dollars, customs value) 

Total imports 	  6,061,054 6,637,440 7,525,208 

Dutiable value2 	  1,975,850 2,101,839 2,573,813 

HIS 9802.00.60 and 9802.00.80 	  427,144 504,882 520,107 
HTS 9802.00.80.10 	  57,636 106,055 112,770 
HTS 9802.00.80.50 	  369,483 398,241 406,235 

Other 	  1,548,706 1,596,957 2,053,706 

Duty-free value3 	  4,085,204 4,535,601 4,951,395 

MFN4 	  1,927,912 1,854,400 1,968,007 
CBERA5 	  790,941 905,762 1,022,686 
GSP5 	  353,079 415,859 472,303 
HTS 9802.00.60 and 9802.00.80 	  906,518 1,089,694 1,153,325 

HTS 9802.00.80.10 	  161,708 286,437 318,106 
HIS 9802.00.80.50 	  744,723 785,766 815,542 

Other duty free° 	  106,754 269,886 335,072 

Percent of total 

Total imports 	  100.0 100.0 100.0 

Dutiable value2 	  32.6 31.7 34.2 

HIS 9802.00.60 and 9802.00.80 	  7.0 7.6 6.9 
HTS 9802.00.80.10 	  1.0 1.6 1.5 
HTS 9802.00.80.50 	  6.1 6.0 5.4 

Other 	  25.6 24.1 27.3 

Duty-free value3 	  67.4 68.3 65.8 
MFN4 	  31.8 27.9 26.2 
CBERA5 	  13.0 13.6 13.6 
GSP5 	  5.8 6.3 6.3 
HIS 9802.00.60 and 9802.00.80 	  15.0 16.4 15.3 

HTS 9802.00.80.10 	  2.7 4.3 4.2 
HTS 9802.00.80.50 	  12.3 11.8 10.8 

Other duty frees 	  1.8 4.1 4.5 

1  Panama is included as a beneficiary country in figures for 1988, and again in 1990. Data for Guyana are included from 1988. 
2  Reported dutiable value has been reduced by the duty-free value of imports entering under HTS subheadings 9802.00.60 and 

9802.00.80 and increased by the value of ineligible items that were reported as entering under the CBERA and GSP programs. 
3  The total duty-free value is calculated as total imports less dutiable value. 
4  Rgures for MFN duty-free imports represent the. value of imports which have a col. 1-general duty rate of zero. 
5  Values for CBERA and GSP duty-free imports have been reduced by the value of MFN duty-free imports and ineligible items 

that were misreported as entering under the programs. 
The value for other duty-free imports was calculated as a remainder and represents imports entering free of duty under special 

rate provisions. For example, data for 1989 indudes $264.6 million worth of U.S. imports of aromatic drugs derived from carboxylic 
acids (HTS subheading 2918.90.30) from the Bahamas that entered the United States free of duty, most probably under a special 
duty-rate suspension for one product in the group. 

Note.-Because of roundng, figures may not add to totals given. 

Source: Compiled from official statistics of the U.S. Department of 
from the Caribbean Basin. Several CBERA countries, 
the Bahamas, the Netherland Antilles, and Trinidad and 
Tobago, are petroleum producers and exporters. A por-
tion of the 1990 increment of overall U.S. imports from 
CBERA-designated countries can be attributed to the 
higher values of crude and refined petroleum, which 
reflected the rise in world oil prices in the wake of the 
Persian Gulf crisis. 

Duty-free imports entering under the CBERA as a 
share of overall U.S. imports from designated benefi-
ciaries were 13.6 percent in 1990, the same as in 1989 
(table 20). In value terms, CBERA imports amounted 
to $1.0 billion in 1990, up 10.4 percent. The leading 20 
import items duty free under the CBERA are listed in 

Commerce. 	 • 
table 21. Cane sugar with imports of $205.6 million 
remained the top CBERA item, up from $172.4 million 
the prior year.! 0Y Frozen bovine meat ranked second, 
also with higher imports in 1990 than in 1989. Imports 
of medical-surgical-dental instruments surged in 1990, 
ranking as the third-largest CBERA import item. The 
list of leading 1990 CBERA imports also includes ci-
gars, pineapples (fresh or dried), baseballs, and soft-
balls. Rising imports were registered for these and most 
other top 20 CBERA import items (table 21). 

155  The extended combined sugar import quota for the 
CBERA beneficiaries in Ian. 1, 1989, through Sept. 30, 1990, was 
1,910.696 short tons (raw value), of which 1,330.178 short tons 
were delivered. 
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Significant portions of imports from designated 
CBERA countries enter the United States free of duty 
under provisions other than the CBERA. In 1990, 26.2 
percent of U.S. imports from beneficiaries were duty 
free under MFN general (column 1) duty rates (table 
20). Altogether, 65.8 percent of all U.S. imports from 
designated CBERA countries were duty free under var-
ious headings during the year under review. 

CBERA preferences constitute one of the three ma-
jor special duty-remission or duty-reduction programs 
available to Caribbean Basin countries from the United 
States. The other two, which have been in effect for 
years, are the GSP 17° and HTS provisions 9802.00.60 
and 9802.00.80 (formerly TSUS items 806.30 and 
807.00). Table 20 lists U.S. imports from CBERA 
beneficiaries under these special programs during 
1988-90. Duty-free imports under GSP rose in value 
from $415.9 million in 1989 to $472.3 million in 
1990, when they accounted for 6.3 percent of total U.S. 
imports from designated countries. 

HTS heading 9802.00.80 provides for exemption of 
duties for U.S.-origin inputs into products that have 
been assembled in a foreign country and then returned 
to the United States for additional processing. HTS 
subheading 9802.00.60 provides similar treatment for 
certain U.S. metal products processed in a foreign 
country and then reimported. In 1990, $1.2 billion, or 
15.3 percent, of overall imports from designated 
CBERA beneficiaries were accounted for by inputs that 
reentered duty-free under HTS provisions 9802.00.60 
and 9802.00.80 combined. 

Growing imports under HTS heading 9802.00.80 
largely reflect the upward trend in textile and apparel 
imports from CBERA beneficiaries in recent years. 
Textiles and apparel are not eligible for duty-free entry 
under CBERA provisions. In 1990, HTS heading 
9802.00.80 imports from CBERA beneficiaries—in-
cluding both the dutiable and duty-free part—reached 
$1.7 billion, compared with $1.6 billion in 1989 and 
$786.0 million in 1985. Both the dutiable and duty-free 
components of this subheading have increased (table 
20). 

Considering the significance of textiles and apparel 
to the region's economy, in February 1986 the Presi-
dent instituted a "special access program" under HTS 
heading 9802.00.80 for CBERA countries. The pro-
gram was designed to provide greater access to the 
U.S. market for textile and apparel products that 
CBERA countries would ordinarily ship under HTS 
heading 9802.00.80 and that were assembled solely 
from fabric produced and cut in the United States. 171  

1" For a discussion of the GSP, see the next section in this 
chapter. 

171  CBERA countries were invited to enter into bilateral 
agreements with the United States that would guarantee levels of 
access for their textile and apparel exports that qualify. These 
guaranteed access levels (GALS) are separate from quotas 
applicable to those products that were not assembled solely from 
U.S.—made and U.S.—cut fabric. Costa Rica, the Dominican 
Republic, Haiti, Jamaica, and Trinidad and Tobago have had GAL 
agreements for several years. Guatemala signed a GAL agree-
ment with the United States on Nov. 9, 1989. The agreement 
with Guatemala provided for a transition period, the GAL limits 
did not become effective until Mar. 1, 1 990.  

Items imported under this special access program (for-
merly referred to as 807-A or Super 807) enter the U.S. 
customs territory under HTS heading 9802.00.80.10. In 
1990, the United States imported 430.9 million dollars' 
worth of textiles and apparel, or 5.7 percent of its over-
all imports, from CBERA beneficiaries under this sub-
heading. Comparable data for 1989 were $392.5 mil-
lion, or 5.9 percent of the total. Both U.S. components 
reentering duty free and the value added by CBERA 
countries have increased (table 20). 

Generalized System of Preferences 
The U.S. Generalized System of Preferences is a 

temporary tariff preference scheme designed to offer 
nonreciprocal duty-free entry for designated articles 
shipped directly from beneficiary developing countries, 
provided that at least 35 percent of their value is added 
in the beneficiary country. The objective of the system 
is to help these countries become more competitive in 
U.S. markets and to diversify their economic structures 
away from production of primary goods. Wenty-six 
other industrial countries also maintain GSP programs. 
The USTR chairs an interagency Trade Policy Staff 
Committee (TPSC), which administers the U.S. GSP 
program. The original U.S. GSP was established under 
the Trade Act of 1974 for a period of 10 years, begin-
ning January 3, 1975. The current GSP program, the 
result of amendments to and renewal of the original act 
by the Trade and Tariff Act of 1984, has been in effect 
since January 4, 1985. The program is scheduled to ex-
pire on July 4, 1993. GSP benefits are afforded to ap-
proximately 4,150 products from 130 designated bene-
ficiary countries and territories. 

Country Eligibility Changes in 1990 
In all decisions relating to country eligibility and 

product-specific benefit levels, consideration is given 
to the beneficiary's laws and practices relating to mar-
ket access for U.S. goods and services, protection of 
intellectual property rights, foreign investment, interna-
tional trade, and workers' rights. In addition, a respect 
for "internationally recognized worker rights" is a man-
datory criterion for GSP country eligibility. 

An examination of the eligibility status of Haiti, 
Liberia, and Syria, based on the worker rights criterion, 
was carried over from the 1988 annual review. 172  Li-
beria was suspended from GSP eligibility effective July 
1, 1990. 173  Decisions on Haiti and Syria were deferred 
until the 1990 annual review. 174  Burma, Nicaragua, 
and Romania remain suspended from GSP benefits as a 
result of prior worker rights reviews. 

As part of the 1989 annual review, the TPSC ac-
cepted petitions to reexamine the eligibility status of 
Benin, the Dominican Republic, Indonesia, Nepal, and 
Thailand based on allegation of worker rights viola-
tions. The President certified that Indonesia and Thai- 

172  See USITC, OTAP, 41st Report, 1989, USITC publication 
2317 September 1990, po. 151. 

1 " Presidential Proclamation 6123, Apr. 26, 1990, 55 F.R. 
18075, May 1, 1990. 

174  See discussion below on the 1990 annual review. 
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land175  are taking steps to afford internationally recog-
nized worker rights. 116  Benin, the Dominican Repub-
lic, and Nepal, however, will continue to be examined 
under the 1990 review. 177  

Costa Rica, Peru, Uruguay, and Venezuela were ex-
amined during the 1989 annual review because of alle-
gations of expropriation of certain U.S.-owned proper-
ties without compensation. 178  The reviews of Peru and 
Venezuela were terminated at the request of the peti-
tioners. 179  The United States terminated reviews of 
Costa Rica and Uruguay without prejudice, noting that 
"modification of GSP eligibility is not warranted at this 
time." 18° 

Effective July 1, 1990, Bahrain was reinstated to 
the list of GSP beneficiaries. 181  Bahrain had been "gra-
duated" 182  from the list of beneficiaries in 1988 be-
cause in 1985 it was judged to have exceeded the statu-
tory GNP limit of $8,763 per capita mandated by sub-
section 504(f) of the Trade Act of 1974 as amended. 183 

 Subsequent revised national income datal" indicated 
that Bahrain did not exceed the GSP statutory limit for 
1985 or succeeding years. On the basis of the revised 
statistics, the United States determined that the pre-
vious finding was in error and that Bahrain was eligible 
to be reinstated. 

Other changes implemented in 1990 include the 
designation of Poland as a beneficiary, 185  the reinstate-
ment of beneficiary-country status to Panama, 186  and 
the addition of Kiribati, Mauritania, Mozambique, Tu-
valu, and Vanuatu to the list of least developed GSP 

1" The TPSC accepted petitions to reexamine the GSP duty 
free SIAM of Indonesia and Thailand for its 1989 annual review 
based on their complia= with internationally recognized worker 
rights. See UMW-, OTAP, 41st Report, 1989, USITC publication 
2317 ,September 1990, p. 153. 

1" 55 FR. 19692, May 10, 1990. 
177 Ibid. 
I" USITC, OTAP, 41st Report, 1989, USITC publication 2317, 

September 1990, p. 153. 
179 kit 
11" 55 ER. 19692, May 10, 1990. 
181  Presidential Proclamation 6152, June 29, 1990, 55 F.R. 

27441, July 3, 1990. 
182' Graduation is the discretionary removal from the GSP list 

of beneficiary countries on a product-by-product basis. It is a 
recognition that a beneficiary country does not currently need 
GSP treatment for particular products in order to be competitive. 
This authority may also be applied by the President in denying 
redesignation to countries eligible for reinstatement of GSP status 
on stern& articles. 

USITC, OTAP, 39th Report, 1987, USITC publication 
2095,1988, p. 5-15. 

1" The revision was based on a new methodology used by the 
World Bank in calculating the impact of offshore banking income 
on Bahraini national accounts. By counting one-half of Bahrain's 
offshore banking income as earned domestically and one-half as 
earned abroad, the World Bank revised Bahrain's GNP downward. 
U.S. Department of State Telegram, Jan. 10, 1990, Manama, 
messaje reference No. 009560. 

Presidential Proclamation 6087, Jan 5. 1990, 55 F.R. 7685, 
Mar. 2, 1990. 

116  Presidential Proclamation 6103, Feb. 28, 1990, 55 RR. 
7685, Mar. 2, 1990. Panama was suspended from GSP duty free 
treatment in March 1988 under the authority granted to the 
President under sec. 802(b) of the Trade Act of 1974 as amended 
by the Anti-Drug Abuse Act of 1986. USITC, OTAP, 40th 
Report, 1988, USITC publication 2208, July 1989.  

beneficiaries. 187  Namibia was admitted to the U.S. 
GSP program effective February 1991. 188  

Product Coverage Changes in 1990 
On April 27, 1990, the USTR released the results 

of the customary annual review procedures that modify 
GSP benefits in response to petitions from interested 
parties and by automatic adjustments based on the pre-
vious year's level of GSP imports. As a result of the 
1989 review, duty-free entry was terminated for benefi-
ciary-country imports worth a total of over $2 billion in 
1989 trade, and GSP eligibility for items valued at over 
$1.4 billion was either reinstated or newly added to the 
list of eligible products. The GSP modifications man-
dated by the annual review took effect on July 1, 1990. 
Details of the program changes are discussed below. 

Under the mandatory "competitive-need" proce-
dure,189  the annual review resulted in new exclusions 
of products from GSP eligibility of imports valued at 
$1.2 billion. As a result of the GSP de minimis provi-
sion,190  imports of $353 million were exempted from 
the percentage competitive-need limit and will contin-
ue to receive GSP treatment. 

At the President's discretion, countries previously 
excluded from receiving GSP duty-free entry for par-
ticular products may be redesignated for GSP benefits 
if their shipments to the United States of these individ-
ual items subsequently fall below the competitive-need 
limits. 191  In the course of the 1990 GSP annual review, 
the TPSC restored eligibility on products valued at 
$1.37 billion in 1989 trade. 192  The TPSC restored eli-
gibility on 209 products from Mexico,'" with a 1989 
trade value of $1.3 billion. 194  The TPSC also redesig-
nated 90 products from Brazil valued at $345 mil- 

tan Presidential Proclamation 6123 of Apr. 26, 1990, 55 F.R. 
18075, May 1, 1990. 

11"Presidential Proclamation 6245, Feb. 4, 1991, 56 ER. 
4921 Feb. 6, 1991. 

1" Competitive-need limits are a statutory feature of the U.S. 
GSP program limiting the level of GSP benefits that any benefi-
ciary country can enjoy on a product-specific basis. Under the 
more generally applied upper competitive-need limit, if in a 
calendar year a country accounts for 50 percent or more of total 
US. imports of a specific product or if imports from the country 
exceed a specific dollar figure ($88,878,327 for the 1989 review 
year), the beneficiary country loses GSP eligibility for that 
product. The competitive-need dollar limit is adjusted each year 
to reflect changes m U.S. nominal GNP. 

1" This provision grants the President the discretionary power 
to waive the percentage competitive need limit for eligible GSP 
products for which US. imports in a calendar year fall below a 
minimum level. The de minimis level applicable for the 1989 
review was $10.4 million. 

191 Under sec. 504(c) of the Trade Act of 1974 (19 U.S.C. 
2464(c)), the President has discretionary authority to redesignate 
for GSP eligibility articles from a beneficiary country previously 
excluded under sec. 504(cX1), after application of sec. 504(c)(2), 
if imports of such articles did not exceed the limitations in sec. 
504W(1) during the previous calendar year. 

17s U.S. Department of State Telegram, May 31, 1990, 
Geneva, message reference No. 05820. 

1" In 1989, imports from Mexico accounted for $4.7 billion, 
or r percent of all competitive-need exclusions. USITC, 
OTAP, 41st Report, 1989, USITC publication 2317, September 
1990, p. 152. 

1" Bureau of National Affairs, Inc. (BNA), "GSP: Mexico is 
Major Beneficiary This Year as USTR Announces Results of GSP 
Review," International Trade Reporter, May 2, 1990, p. 622. 
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lion in 1989 trade to receive GSP duty-free treat-
ment. 195  The Brazilian articles had been graduated 
from GSP eligibility in 1988. 196  The United States ap-
proved 197  a decision on eligibility for redesignation of 
108 Brazilian products with a 1989 trade value of $517 
million until after Brazil's complete package of eco-
nomic and trade reforms was announced. 19  

Product coverage may also be modified annually in 
response to petitions filed by U.S. producers and trade 
associations, under the President's discretionary au-
thority to graduate countries for particular products or 
to remove or add products entirely from the list of eli-
gible articles. Under this authority, the President re-
moved six products from GSP eligibility. The six prod-
ucts, valued at $20.7 million in terms of 1989 trade, in-
cluded inedible gelatin and animal glue (HTS subhead-
ing 3503.00.20), cellulose nitrates (HTS subheading 
3912.20.00), and four entries for steel-wire rope (HTS 
subheadings 7312.10.50, 7312.10.60, 7312.10.70, and 
7312.10.90). 

Effective July 1, 1990, the TPSC added 23 new 
items to the list of GSP-eligible products as a result of 
product petitions. Five of these items, string beans 
(FITS subheading 0710.22.25), frozen mangoes (HTS 
subheading 0811.90.52), other cereal flour mixtures 
(HTS subheading 1102.90.30), yellow potatoes (FITS 
subheading 2004.10.40), and marigold powder (HTS 
subheading 2308.90.50), were added as part of the 
US.-proposed Andean trade initiative. 199  These five 
items received duty-free status on an accelerated sched-
ule effective May 1, 1990. 

Section 226 of the Caribbean Basin Economic Ex-
pansion Act of 1990200  amended the U.S. GSP pro-
gram to make GSP rules-of-origin requirements con-
form to the more stringent requirements of the 
CBERA. The amendment, applied to section 503(b) of 
the Trade Act of 1974 (19 U.S.C. 2463(b)) provides 
new language that specifies that articles eligible for du-
ty-free treatment under GSP must be "wholly the 
growth, product, or manufacture of a beneficiary devel-
oping country or must be a new or different article of 
commerce which has been grown, produced, or man-
ufactured in the beneficiary developing country," and 
that products produced by simple combining, packag-
ing, or dilution are ineligible. 

195 Rid.  
1" Under sec. 504(cX1) of the Trade Act of 1974, the 

President has discretionary power to "withdraw, suspend, or limit" 
GSP duty-free treatment with respect to any article or eligible 
counny. For information on Brazil's graduation from GSP 
eliehility, see US1TC, OTAP, 40th Report, 1988, USITC 
publication 2208, July 1989, p. 155. 

197  Presidential Proclamation 6152, June 29, 1990, 55 ER. 
27441, July 3, 1990. 

1" See discussion on Brazil's economic and trade related 
reforms in ch. 4. 

199  See discussion of US. 	Andean initiative in ch. 1. 
2" See discussion of the 	above  

1990 Annual Review 
At the request of the Governments of the Central 

African Republic,201  Chile? and Paraguay,203  the 
TPSC initiated a review of the suspensions of these 
three countries in April 1990. The three countries had 
been suspended from GSP eligibility for their failure to 
provide internationally recognized worker rights. Fol-
lowing favorable reviews, the TPSC reinstated these 
countries into the U.S. GSP program effective February 
1991.204  The USTR declined to accept petitions for in-
vestigations of workers' rights practices in Colombia, 
Guatemala, Malaysia, and Turkey, but will examine the 
eligibility status of Bangladesh, El Salvador, and Sudan 
during its 1990 review. Consideration of the GSP status 
of Benin, the Dominican Republic, Haiti, Nepal, and 
Syria was extended from the 1989 review. On Decem-
ber 4, the USTR announced that a request by Czecho-
slovakia for GSP designation would be reviewed. 

In November 1990, the USTR accepted a petition 
filed by American International Group, Inc., regarding 
an alleged expropriation by the Government of Peru?
The petition had been filed in June 1990, but the USTR 
deferred a decision until November. One other alleged 
expropriation petition was withdrawn, and two were re-
jected. 

On March 1, 1990, the USTR accepted 141 peti-
tions covering 129 products filed by Bolivia, Colom-
bia, Ecuador, and Peru as part of a special 1990 GSP 
review.206  This special GSP review marked the first 
review ever done outside the TPSC's normal review 
schedule. On July 23, President Bush granted preferen-
tial trade treatment to 67 of the products, whose 1989 
trade was valued at $26.6 million. 

On August 16, 1990, the USTR announced deci-
sions on petitions accepted for the 1990 GSP annual 
review. Of a total of 406 product petitions received, 
158 were accepted for the 1990 annual review. 

"1  The Central African Republic was suspended from GSP 
benefits in July 1989. USITC, OTAP, 41st Report, 1989, US1TC 
publication 2317, September 1990. p. 151. 

2°2  Chile was removed from the list of GSP beneficiaries in 
February 1988. US1TC, OTAP, 40th Report, 1988, USITC 
publication 2208, July 1989, p. 154. 

X° Paraguay was suspended from GSP benefits in 1987. 
US1TC, OTAP, 39th Report, 1987, USITC publication 2095, 
July 1988, p. 5 14. 

Presidential Proclamations 6244 and 6245, Feb. 4, 1991, 
56 F.R. 121, Feb. 11, 1991. 

USTR, "Generalized System of Preferences, Notice of 
Review of Petition and Public Hearing," 55 F.R. 43196, Nov. 19, 
1990. 

31111  On Nov. 1, 1989, President Bush announced the results of 
an interagency effort aimed at developing a package of trade 
initiatives designed to contribute to the U.S. administration's war 
on illicit drugs. One element of the proposed trade package 
included an offer to the Governments of Bolivia, Colombia, 
Ecuador, and Peru to submit petitions to request the designation 
of additional articles as eligible for GSP treatment, waive the 
competitive-need limits with respect to specific GSP eligible 
ankles, and otherwise expand GSP coverage. USITC, OTAP, 
41st Report, 1989, US11C publication 2317, September 1990, 
p. 153. 
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U.S. Imports Under the GSP 

In 1990, U.S. imports from beneficiaries totaling 
$27.2 billion were nominally eligible for duty-free 
entry under the GSP program (table 22). Of these im-
ports, approximately $9.2 billion were subject to statu-
tory competitive-need exclusions 2 07  Of the remaining 
$18.0 billion in GSP-eligible imports, $11.1 billion ac-
tually entered the United States free of duties under the 
GSP.2°8  This figure is 10.7 percent more than the $10.0 
billion that entered free of duty a year earlier. GSP im-
ports receiving duty-free entry in 1990 were responsi-
ble for 11.7 percent of total imports from the beneficia-
ry countries and 2.3 percent of U.S. imports from the 
world. Of the 28.6 percent of imports from beneficiary 
countries that were GSP eligible, 40.8 percent entered 
duty free under GSP (table 22). 

The 10 leading beneficiary countries collectively 
accounted for 80.4 percent of all U.S. imports that re-
ceived duty-free entry under the program in 1990. 
Table 23 shows separately the value of GSP duty-free 
imports from each of these top 10 countries as well as 
the ratio of such imports to the GSP-eligible and total 
U.S. imports from each of these countries. The four 
leading beneficiary countries—Mexico, Malaysia, 
Thailand, and Brazil—together account or over half of 
the duty-free imports in the GSP program. In 1990, 
Macao replaced Venezuela as the 10th most significant 
beneficiary country. 

In 1990, Mexico continued to be the leading coun-
try among the GSP-eligible countries in terms of the 
value of its shipments to the United States. Duty-free 
U.S. imports from Mexico under the GSP amounted to 
$2.7 billion, and were responsible for 24.2 percent of 
total 1990 U.S. imports under the program. The ratio of 
imports entering under GSP provisions to the overall 
imports from each of these 10 countries ranged from 
36.4 percent for Yugoslavia to 9.1 percent for Mexico. 
Mexico's share of only 9.1 percent of all U.S. imports 
under the GSP is explained by the dominance of petro-
leum in the composition of U.S. imports from that 
country. Petroleum is not a GSP-eligible article. Never-
theless, the value of GSP duty-free imports from Mexi-
co grew by 8.7 percent in 1990. 

Based on the eight-digit (rate line) level of the Har-
monized Tariff System, cane sugar (HTS subheading 
1701.11.00) retained its position as the import item 
with the largest duty-free value among all eligible ar-
ticles entering the United States under the GSP in 1990 
(table A-26). Sugar was the leading GSP product be-
fore 1986, but dropped to lesser significance in 1987 
and 1988 as a result of major U.S. quota reductions. 

Other leading items, unchanged from the previous 
year, are jewelry of precious metal other than silver 
(HTS subheading 7113.19.50), leather footwear uppers 

2°7  For the percentage and dollar limits set under the competi-
tive—need provisions, see the discussion on product coverage 

chaYaen 
in 	 in the

e19.90 	secuenligi:ble for.  GSP duty—free entry enter 
the United States under other preference programs, such as the 
CBERA or the U.S. Israel FTA. 

(HTS subheading 6406.10.65), wooden furniture other 
than bent-wood (HTS subheading 9403.60.80), and 
Christmas tree lighting sets (HTS subheading 
9405.30.00). Among the top 10 GSP-eligible items that 
were significantly higher on the list in 1990 were tele-
phone sets (HTS subheading 8517.10.00) and tele-
phone answering machines (HTS subheading 
8520.20.00). The leading GSP supplier for each of 
these telephonic devices is Malaysia (see table A-26). 
Mexico is the principal GSP supplier for 17 of the 50 
leading items imported under the GSP scheme. 

Table A-27 lists GSP-eligible imports aggregated 
by sections of the Harmonized Tariff System (HTS), 
showing also the percentage of duty-free imports in to-
tal U.S. imports for the categories in question. 
Table A-28 gives the same information by two-digit 
divisions of the Standard Industrial Classification (SIC) 
system. Included in both tables are data on the GSP 
share of imports, the leading GSP source, and the value 
of the competitive-need exclusions for imports in each 
category. 

The Steel Import Program 

Background of Voluntary Restraint Agreement 
Program 

On September 18, 1984, the President determined, 
following an investigation under section 201 of the 
Trade Act of 1974 (the U.S. escape clause law) by the 
Commission, that import relief for the steel industry 
was not in the national economic interest (49 F.R. 
36813). In this investigation (No. TA-201-51), the 
Commission found that imports of certain steel prod-
ucts were a substantial cause of serious injury or threat 
thereof to domestic steel industries 2 09  Instead of grant-
ing formal import relief in the form of quotas or higher 
import duties, the President outlined a program of vol-
untary restraint agreements (VRAs) particularly de-
signed to assist the domestic steel industry in compet-
ing  with imports 210  Under the program the President 
directed the USTR to negotiate VRAs with countries 
whose steel exports to the United States had increased 
significantly due to an unfair surge in imports. 211  

209  For additional details on the steel import program, see the 
USITC OTAP, 36th Report, 1984, USITC Publication 1735, July 
1985,p. 16. 

21u  On July 19, 1983, the President announced his decision to 
grant import relief to the specialty steel industry for a period of 4 
years (53 Federal Register 52897). The relief program was 
scheduled to expire on July 19, 1987. Under the relief program, 
quotas were placed on imports of stainless steel bars, stainless 
steel wire rod, and certain alloy tool steel products; and increased 
duties were imposed on stainless steel plates and stainless steel 
sheets and strip. On July 16, 1987, the President extended the 
import relief program in the form then in effect for a period from 
July 20, 1987, through September 30, 1989. Since the import 
relief program was not extended after its expiration on September 
30, 1989, product coverage of the VRAs was extended to include 
specialty steel products that were previously subject to import 
relief. Countries which signed the VRAs agreed to limit their 
exports of stainless steel plates, sheets and strips to their market 
share level. 

211  USITC, Quarterly Report on the Status of the Steel 
Industry, March 1991, USITC Publication 2364, p. xv. 
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Table 22 
U.S. Imports for consumption' from GSP beneficiaries and the world, 1990 

hem 
All GSP 
beneficiaries World 

Value (1,000 dollars) 

Total 	  94,964,943 488,494,678 
GSP eligible products 	  27,192,383 174,774,149 

Duty-free under GSP 	  11,096,180 11,096,180 
GSP program exclusion 	  9,150,806 9,150,806 
Other 	  6,945,397 154,527,163 

Noneligible product imports 	  67,772,560 313,720,529 

Ratio of (percent) 

GSP-eligible to total imports 	  28.6 35.8 
GSP duty-free to GSP-eligible imports 	  40.8 6.3 
GSP exclusions to GSP-eligible imports 	  33.7 5.2 
Other imports to GSP-elibible imports 	  25.5 88.4 
GSP duty-free to total imports 	  11.7 2.3 

1  Customs value basis. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 

VRAs were to be negotiated for the period 
October 1, 1984 to September 30, 1989. Imports of fin-
ished steel products, under VRAs, were expected to fall 
to a level of around 18.0 million tons or 18.5 percent of 
the domestic market That share excluded semifinished 
steel imports which were expected to be limited to 
about 1.7 million tons annually. 212  

As of 1988, VRAs were negotiated with 19 coun-
tries and the EC, excluding Spain and Portugal, which 
negotiated separate agreements. 213  The agreements 
contained market share arrangements and quotas or a 
combination thereof. Arrangements differed between 
countries with considerable variations in the number of 
products subject to limitation. Each arrangement, how-
ever, involved an agreement by the foreign country to 
limit exports of certain steel products to the United 
States. To bring these agreements into effect, U.S. pro-
ducers withdrew their pending unfair trade petitions 
and the U.S. Government suspended antidumping and 
countervailing duties that were in effect on steel prod- 
ucts.214 

Current Status of the VRAs 

On July 25, 1989, the President announced a Steel 
Trade Liberalization Program under which the VRAs 
were extended until March 31, 1992. 215  Also, under 
the program, the President directed the U.S. Trade Rep-
resentative to negotiate bilateral agreements (called Bi-
lateral Consensus Agreements), with all major steel 
trading countries to open their markets and eliminate 
government subsidies that distort competition. Bilateral 
Consensus Agreements include commitments by coun-
tries to prohibit subsidies for steel production and 

212 ibid.  
213  US1TC OTAP, 41st Report, 1989, IJSITC Publication 2317, 

September 1990, p. 153. 
214 Rid.  
215 ibid.  

keep markets open for steel through the elimination of 
nontariff measures. They also contain a binding arbitra-
tion mechanism that will provide quick and effective 
remedies if countries violate these agreements. 216  

VRAs were to be concluded at a base restraint lev-
el of 18.4 percent of the domestic market (which is the 
same as the 1988 VRA import penetration level). How-
ever, in order to provide incentives for countries to 
eliminate trade-distorting practices and in order to re-
spond to concerns of steel consumers for adequate sup-
ply of raw materials, the President authorized up to an 
additional one percent import penetration annually that 
would be available to countries that entered into Bilat-
eral Consensus Agreements.217  

On December 12, 1989, the United States Trade 
Representative announced that negotiations covering a 
2 la year extension of the VRAs had been completed 
with the European Community and the 16 other coun-
tries that previously had VRAs. 218  South Africa was 
the only country with which the United States did not 
renew the VRA. Imports of steel from South Africa 
were reduced by the Comprehensive Anti-Apartheid 
Act of 1986, which embargoes certain steel products. 
As a result of these negotiations, the restraint levels for 
steel mill products (including semifinished steel) in-
creased to a 19.1 percent share of domestic consump-
tion in the first period of the new VRA program (table 
24). Additional increases in restraint levels were autho-
rized for subsequent years for countries that entered 
into Bilateral Consensus Agreements with the United 
States. Countries with which the United States has ne-
gotiated bilateral consensus agreements are Australia, 
Austria, Brazil, the European Community, Finland, Ja-
pan, South Korea, Mexico, Trinidad and Tobago, and 
Yugoslavia. Those countries accounted for more than 

216 nit 
217 USITC, Quarterly Reports on the Status of the Steel 

Industry
ibid.

, March 1991. 
216  
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Table 24 
Countries subject to VRAs and their respective limits, under Initial and extended restraint arrangements, 1984-92 

Country 
VRA/ 
1984-89 

First 
period 
C3ct89- 
Dec 90 

Second 
period 
1991 

Third 
period 
Jan-March 
1992 

Market share in percent 

Australia 	  0.26 0.39 0.49 0.59 
Austria 	  0.24 0.25 0.25 0.25 
Brazil 	  1.35 1.80 2.10 2.10 
Czechoslovakia 	  0.04 0.04 0.04 0.04 
EC 	  6.94 7.00 7.00 7.00 
Finland 	  0.24 0.25 0.25 0.25 
East Germanys 	  0.11 0.10 0.10 0.10 
Hungary 	  0.03 0.05 0.05 0.05 
Japan 	  6.19 5.00 5.30 5.30 
South Korea 	  1.92 2.45 2.62 2.62 
Mexico 	  0.49 0.95 1.10 1.10 
PRC 	  0.08 0.08 0.09 0.09 
Poland 	  0.09 0.13 0.13 0.13 
Romania 	  0.11 0.11 0.11 0.11 
Trinidad and Tobago 	  0.04 0.12 0.13 0.15 
Venezuela 	  0.21 0.33 0.33 0.33 
Yugoslavia 	  0.02 0.05 0.05 0.05 

Total 	  18.36 19.10 20.14 20.26 

The administration of East Germany's VRA was transferred to the EC after unification. The export ceiling remains unchanged 
for steel works located in what used to be East Germany. 

Note.-Percentages are approximate because some VRAs were negotiated for two 15-month periods, and others were negotiated 
for other combinations totaling 30 months. Market shares are based on 1989 apparent consumption. 

Source: USTR press release, December 12, 1989, and USITC Quarterly Report on the Status of the Steel Industry, USITC Publica-
tion No. 2364. 

90 percent of U.S. steel imports from countries in-
cluded in the VRA program in 1990.219  Product cover-
age under the VRAs remains essentially unchanged 
though the agreements have been modified to include 
those specialty steel products that were previously sub-
ject to relief under section 203 of the Trade Act of 
1974. 

During 1986-90 when the VRAs were in effect, 
conditions in the domestic steel industry improved. Im-
ports decreased by 15.7 percent, and exports increased 
by 360.0 percent. Domestic demand increased, and as a 
result domestic producers' shipments rose by 20.6 per- 

219 llid.  

cent. Imports as a percentage of apparent consumption 
declined to 18.2 percent in 1990 from 23.5 percent in 
1986. During 1987-90, imports from VRA countries as 
a percentage of apparent consumption fell to 13.8 per-
cent from 15.0 percent whereas imports as a percentage 
of apparent consumption from non-VRA countries de-
creased to 4.5 percent from 6.7 percent. 22° In 1990, 
Canada was the largest non-VRA supplier followed by 
Sweden, Taiwan, Argentina, Turkey, India, New Zea-
land, Singapore and Indonesia.' Table 24 shows 
countries subject to VRAs and their respective limits, 
under initial and extended restraint arrangements. 

233  Data is available during the period 1987 through 1990. 
221  Ibid. 
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Table A-3 

Leading Items exported to Israel, by HS Items, 1988-80 

(In thousands of dollars) 

HS 
Item no. 	Description 	 1988 	1989 	1990 

8803.30 	Parts of airplanes or helicopters, nesi  	$133,528 	$215,737 	$183,393 
9880.00 	Estimated low-value shipments 	41,149 	53,771 	87,964 
1201.00 	Soybeans, whether or not broken  	128,455 	76,043 	84,024 
8802.12 	Helicopters, of an unladen weight exceeding 2,000 kg 	167 	14,684 	83,828 
8710.00 	Tanks and other armored fighting vehicles, motorized, 

whether or not fitted with weapons, and parts of 
such vehicles  	 - 	77,715 	78,468 

1001.90 	Wheat and meslin, excluding durum wheat 	49,151 	85,167 	71,223 
8471.91 	Digital processing units which may contain in the same 

housing one or two storage units, input units or 
output units  	20,919 	57,470 	58,630 

9306.90 	Bombs, grenades, torpedoes, mines, missiles and 
similar munitions of war and parts thereof  	16 	40,536 	57,845 

8542.11 	Digital monolithic electronic integrated circuits  	16,489 	32,024 	56,024 
8473.30 	Parts and accessories of the machines of heading 8471  	58,511 	43,896 	53,209 
8529.90 	Parts suitable for use solely or principally with the 

apparatus of headings 8525 to 8528, excluding antennas 
and antenna reflectors of all kinds  	132,381 	46,646 	51,435 

8802.40 	Airplanes and other aircraft, of an unladen weight 
exceeding 15000 kg  	41,600 	 - 	48,762 

8525.10 	Transmission apparatus for radiotelephony, radiotelegraphy, 
radiobroadcasting or television  	13,161 	36,714 	44,655 

2710.00 	Petroleum oils and oils obtained from bituminous 
minerals, other than crude; preparations not elsewhere 
specified or included  	13,043 	28,741 	42,258 

1007.00 	Grain sorghum  	33,550 	40,866 	40,304 
8803.20 	Under-carriages and parts thereof, of goods of heading 

8801 or 8802  	64 	25,331 	37,556 
2402.20 	Cigarettes containing tobacco 	36,793 	35,551 	36,550 
1005.90 	Corn (maize) excluding seed  	36,994 	30,152 	35,549 
8411.82 	Gas turbines (excluding turbojets or turbopropellers) of 

a power exceeding 5,000 kW  	3,285 	3,500 	35,247 
8409.10 	Parts for aircraft engines  	4,514 	21,906 	34,985 

Total  	763,770 	966,449 	1,221,910 
Total, U.S. exports to Israel 	  2,439,395 	2,696,621 	2,893,599 

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

Source:Compiled from official statistics of the U. S. Department of Commerce. 
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Table A-4 

Leading items imported from Israel, by HS items, 1988-90 

(In thousands of dollars) 

HS 
Item no. 	Description 	 1988 	1989 	1990 

	

7102.39 	Nonindustrial diamonds, nesi 	  $1,208,070 	$1,282,848 	$1,166,005 

	

7113.19 	Articles of jewelry and parts thereof, of precious 
metal, (excluding silver)  	69,261 	134,260 	148,312 

	

9801.00 	U.S. articles exported and returned, not advanced or 
improved in condition; animals exported and 
returned  	66,622 	59,997 	102,350 

	

8542.11 	Digital monolithic electronic integrated circuits  	32,062 	64,388 	93,361 

	

8803.30 	Parts of airplanes or helicopters, nesi  	53,818 	64,171 	82,975 

	

8802.30 	Airplanes and other aircraft, of an unladen weight 
exceeding 2000 kg but not exceeding 15000 kg  	24,622 	50,239 	70,638 

	

8473.30 	Parts and accessories of the machines of heading 8471  	8,814 	33,568 	68,250 

	

8411.91 	Parts of turbojets or turbopropellers  	34,492 	36,564 	53,737 

	

8525.20 	Transmission apparatus incorporating reception apparatus  	18,058 	57,519 	50,346 

	

8517.90 	Parts of telephonic or telegraphic apparatus  	35,342 	47,502 	38,618 

	

2710.00 	Petroleum oils and oils obtained from bituminous 
minerals, other than crude; preparations not elsewhere 
specified or included  	31,206 	13,562 	29,956 

	

3104.20 	Potassium chloride  	25,677 	. 25,671 	29,777 

	

8543.80 	Electrical machines and apparatus having individual 
functions, nesi  	8,253 	27,658 	28,275 

	

8406.90 	Parts for steam turbines and other vapor turbines  	9,409 	8,630 	26,640 

	

9031.40 	Measuring and checking optical instruments and 
appliances, nesi  	2,688 	25,864 	25,063 

	

7103.91 	Rubies, sapphires and emeralds, worked but not strung, 
mounted or set 	27,357 	33,240 	23,132 

	

9015.80 	Surveying, hydrographic, oceanographic, hydrological, 
meteorological or geophysical instruments and 
appliances, nesi  	10,990 	17,417 	21,704 

	

9018.90 	Medical, surgical, dental or veterinary sciences instruments, 
appliances, and parts and accessories thereof, nesi  	10,591 	12,260 	19,457 

	

8529.90 	Parts suitable for use solely or principally with the 
apparatus of headings 8525 to 8528, excluding antennas 
and antenna reflectors of all kinds  	46,474 	19,998 	19,133 

	

6104.62 	Women's or girls' trousers, bib and brace overalls, 
breeches and shorts, of cotton  	1,838 	6,316 	16,957 

Total  	1,725,644 	2,021,673 	2,114,687 
Total, U.S. imports from Israel  	2,975,233 	3,235,744 	3,308,258 

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

Source: Compiled from official statistics of the U. S. Department of Commerce. 
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Table A-20 
Antidumping orders and findings In effect as of Dec. 31, 1990 

Effective date of 
Country and commodity 	 original action' 

Aiventina: 
Rectangular pipes and tubes 	  May 26, 1989 
Carbon steel wire rod 	  Nov. 23, 1984 
Barbed wire 	  Nov. 13, 1983 

Australia: Canned !Darden pears 	  Mar. 23, 1973 
Austria: Railway track equipment 	  Feb. 17, 1978 
Belgium: 

Phosphoric acid 	  Aug. 20, 1987 
Sugar 	  June 13, 1979 

Brazil: 
Nitrocellulose 	  July 10, 1990 
Disk wheels 	  May 28, 1987 
Orange juice 	  May 5, 1987 
Brass sheet and strip 	  Jan. 12, 1987 
Butt-weld pipe fittings 	  Dec. 7, 1986 
Pipe fittings 	  May 21, 1986 
Construction castings 	  May 9, 1986 

Canada: 
Steel rail 	  Sept. 15, 1989 
Color picture tubes 	  Jan. 7, 1988 
Fresh cut flowers 	  Mar. 18, 1987 
Brass sheet and strip 	  Jan. 12, 1987 
Oil country tubular goods 	  July 16, 1986 
Construction castings 	  Mar. 5, 1986 
Raspberries 	  June 24, 1985 
Sugar and syrups 	  Apr. 9, 1980 
Paving equipment 	  Sept. 7, 1977 
Racing plate 	  Feb. 27, 1974 
Elemental sulphur 	  Dec. 17, 1973 
Pig iron 	  July 24, 1971 
Steel jacks 	  Sept. 13, 1966 
Steel bars and shapes 	  Sept. 25, 1964 
Steel reinforcing bars 	  Apr. 21, 1964 

Chile: 
Standard carnations 	  Mar. 20, 1987 
Sodium nitrate 	  Mar. 25, 1983 

China: 
Nitrocellulose 	  July 10, 1990 
Tapered roller bearings 	  June 15, 1987 
Cookware 	  Dec. 2, 1986 
Candles 	  Aug. 28, 1986 
Construction castings 	  May 9, 1986 
Paint brushes 	  Feb. 14, 1986 
Barium chloride 	  Oct. 17, 1984 
Chloropicrin 	  Mar. 22, 1984 
Potassium permanganate 	  Jan. 31, 1984 
Shop towels 	  Oct. 4, 1983 
Printdoth 	  Sept. 16, 1983 

Colombia: Fresh cut flowers 	  Mar. 18, 1987 
Dominican Republic: Portland cement 	  May 4, 1963 
East Germany: Urea 	  July 19, 1987 
Ecuador: Fresh cut flowers 	  Mar. 18, 1987 
Finland: Rayon staple fiber 	  Mar. 21, 1979 
France: 

Ball bearings 	  May 15, 1989 
Cylindrical roller bearings 	  May 15, 1989 
Spherical plain bearings 	  May 15, 1989 
Brass sheet and strip 	  Mar. 6, 1987 
Nitrocellulose 	  Aug. 10, 1983 
Sorbitol 	  Apr. 9, 1982 
Anhydrous sodium metasilicate 	  Jan. 7, 1981 
Sugar 	  June 13, 1979 
Rayon staple fiber 	  Mar. 21, 1979 
Large power transformers 	  June 14, 1972 

Greece: Electrolytic manganese dioxide 	  April 17, 1989 

See footnote at end of table. 
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Table A-20-Continued 
Antidumping orders and findings in effect as of Dec. 31, 1990 

Country and commodity 
Effective date of 
original actionl 

Hong Kong: 
Manmade-fiber sweaters 	  Sept. 24, 1990 
Photo albums 	  Dec. 16, 1985 Hungary: Tapered roller bearings 	  June 19, 1987 India: 
Pipes and tubes 	  May 12, 1986 
Construction castings 	  May 9, 1986 

Iran: Pistachio nuts 	  July 17, 1986 
Israel: 

Phosphoric acid 	  Aug. 19, 1987 
Oil country tubular goods 	  Mar. 6, 1987 

itlyn  chronous industrial belts and V-belts 	  June 14, 1989 
Ball bearings 	  May 15 1989 
Cylindrical roller bearings 	  May 15,

, 
 1989 

Granular polytetrafluoroethylene resin 	  Aug. 30, 1988 
Tapered roller bearings 	  Aug. 14, 1987 
Brass sheet and strip 	  Mar. 6, 1987 
Brass fire protection equipment 	  Mar. 1, 1985 
Woodwind pads 	  Sept. 21, 1984 
Spun acrylic yam 	  Apr. 8, 1980 
Pressure sensitive tape 	  Oct. 21, 1977 
Large power transformers 	  June 14, 1972 

'laClear sheet glass 	  Dec. 9, 1971 

= • Laser light-scattering instruments 	  Nov. 19, 1990 
Nitrocellulose 	  July 10, 1990 
Mechanical transfer presses 	  Feb. 16, 1990 
Drafting Machines 	  Dec. 29, 1989 
Small business telephone systems 	  Dec. 11, 1989 
Industrial belts 	  June 14, 1989 
Ball bearings 	  May 15 1989 
Cylindrical roller bearings 	  May 15,

, 
 1989 

Spherical plain bearings 	  May 15, 1989 
Electrolytic manganese dioxide 	  April 17, 1989 
Microcfisks 	  April 3, 1989 
Granular polytetrafluoroethylene resin 	  Aug. 28, 1988 
Brass sheet and strip 	  Aug. 12, 1988 
Nitrile rubber 	  June 16, 1988 
Forklift trucks 	  June 7, 1988 
Stainless steel butt-weld pipe fittings 	  March 25, 1988 
Colorpicture tubes 	  Oct.7, 1988 
Tapered roller bearings over 4 inches 	  Oct. 6, 1987 
Filament fabric 	  Sept. 23, 1987 
Neoprene laminate 	  July 19 1987 
Cast-iron pipe fittings 	  July 6,

, 
 1987 

Butt-weld pipe fittings 	  Feb. 10, 1987 
64K dynamic random access memory chips 	  June 16, 1986 
Cellular mobile telephones 	  Dec. 19, 1985 
Calcium hypochlorite 	  Apr. 18, 1985 
Titanium sponge 	  Nov. 30, 1984 
Cyanuric acid 	  Apr. 27, 1984 
Dichbroisocyanurates 	  Apr. 27, 1984 
Trichloroisocyanuric acid 	  Apr. 27, 1984 
Pagers 	  Aug. 16, 1983 
High powered amplifiers 	  July 20, 1982 
Large electric motors 	  Dec. 24, 1980 
Portable electric typewriters 	  May 9, 1980 
Spun acrylic yam 	  Apr. 8, 1980 
Steel wire strand 	  Dec. 18, 1978 
Impression fabric 	  May 25, 1978 
Swimming pools 	  Sept. 2, 1977 
Melamine 	  Feb. 2, 1977 
Acrylic sheet 	  Aug. 30, 1976 
Tapered roller bearings 4 inches and under 	  Aug. 17, 1976 
Polychloroprene rubber 	  Dec. 6, 1973 
Steel wire rope 	  Oct. 15, 1973 

See footnote at end of table. 
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Table A-20-Continued 
Antidumping orders and findings in effect as of Dec. 31, 1990 

Effective date of 
Country and commodity 	 original action' 

Japan-Continued: 
Synthetic methionine 	  July 23, 1973 
Roller chain 	  Apr. 12, 1973 
Bicycle speedometers 	  Nov. 22, 1972 
Cadmium 	  Aug. 4, 1972 
Large power transformers 	  June 14, 1972 
Fishnetting 	  June 9, 1972 
Ferrite cores 	  Mar. 13, 1971 
Television receiving sets 	  Mar. 10, 1971 
Tuners 	  Dec. 12, 1970 

Kenya: Standard carnations 	  Apr. 23, 1987 
Korea: 

Manmade-fiber sweaters 	  Sept. 24, 1990 
Nitrocellulose 	  July 10, 1990 
Small business telephone systems 	  Feb. 7, 1990 
Color picture tubes 	  Jan. 7, 1988 
Stainless steel cookware 	  Jan. 20, 1987 
Brass sheet and strip 	  Jan. 12, 1987 
Pipe fittings 	  May 23, 1986 
Photo albums 	  Dec. 16, 1985 
Television receiving sets 	  Apr. 30, 1984 

Mexico: 
Cement 	  Aug. 30, 1990 
Fresh cut flowers 	  Apr. 23, 1987 
Cookware 	  Dec. 2, 1986 

Netherlands: 
Brass sheet and strip 	  Aug. 12, 1988 
Animal glue 	  Dec. 22, 1977 

New Zealand: Brazing copper wire and rod 	  Dec. 4, 1985 
Romania: 

Ball bearings 	  May 15, 1989 
Urea 	  July 4, 1987 

ng
Tapered roller bearings 	  June 19, 1987 

Siapore: 
V-belts 	  June 14, 1989 
Ball bearings 	  May 15, 1989 
Color picture tubes 	  Jan. 7, 1988 
Rectangular pipes and tubes 	  Nov. 14, 1986 

South Africa: Brazing copper wire rod 	  Jan. 29, 1986 
Spain: Potassium permanganate 	  Jan. 19, 1984 
Sweden: 

Ball bearings 	  May 15, 1989 
Cylindrical roller bearings 	  May 15, 1989 
Seamless stainless steel hollow products 	  Dec. 3, 1987 
Brass sheet and strip 	  Mar. 6, 1987 
Staples 	  Dec. 20, 1983 
Staplers 	  Dec. 20, 1983 
Animal glue 	  Dec. 22, 1977 
Stainless steel plate 	  June 8, 1973 

Taiwan: 
Manmade-fiber sweaters 	  Sept. 24, 1990 
Small business telephone systems 	  Dec. 11, 1989 
Rectangular tubing 	  Mar. 27, 1989 
Stainless steel cookware 	  Jan. 20, 1987 
Butt-weld pipe fittings 	  Dec. 17, 1986 
Cookware 	  Dec. 2, 1986 
Oil country tubular goods 	  June 18, 1986 
Pipe fittings 	  May 23, 1986 
Circular pipes and tubes 	  May 7, 1984 
Television receiving sets 	  Apr. 30, 1984 
Fireplace mesh panels 	  June 7, 1982 
Carbon steel plate 	  June 13, 1979 
Clear sheet glass 	  Aug. 21, 1971 

Thailand: 
Ball bearings 	  May 15, 1989 
Pipe fittings 	  Aug. 20, 1987 
Circular welded pipes and tubes 	  Mar. 11, 1986 

See footnote at end of table. 
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Table A-20-Continued 
Antidumping orders and findings in effect as of Dec. 31, 1990 

Effective date of 
Country and commodity 	 original actionl 

Turkey: 
	  Aug. 25, 1987 

Pipes and tubes 	  May 15, 1986 
United Kingdom: 

Nitrocellulose 	  July 10, 1990 
Ball bearings 	  May 15, 1989 
Cylindrical roller bearings 	  May 15, 1989 
Crankshafts 	  Sept. 21, 1987 

U.S.S.R.: 
Urea 	  July 14, 1987 
Titanium sponge 	  Aug. 28, 1968 

Venezuela: 
Aluminum sulfate 	  Dec. 15, 1989 
Electrical conductor redraw rods 	  Aug. 22. 1988 

West Germany: 
Nitrocellulose 	  July 10, 1990 
Industrial belts (except synchronous and V-belts) 	  June 14, 1989 
Ball bearings 	  May 15, 1989 
Cylindrical roller bearings 	  May 15, 1989 
Spherical plain bearings, 	  May 15, 1989 
Crankshafts 	  Sept. 23, 1987 
Brass sheet and strip 	  Mar. 6, 1987 
Barium carbonate 	  June 25, 1981 
Sugar 	  June 13, 1979 
Animal glue 	  Dec. 22, 1977 
Drydeaning machinery 	  Nov. 2, 1972 

Yugoslavia: 
Nitrocellulose 	  July 10, 1990 
Tapered roller bearings 	  Aug. 14, 1987 
Animal glue 	  Dec. 22, 1977 

Revocations in 1990: 

Canada: 
Pig Iron 	  July 24, 1971 
Steel bars and shapes 	  Sept. 25, 1964 
Steel reinforcing bars 	  Apr. 21, 1964 

Chile: Sodium nitrate 	  Mar. 25, 1983 
France: Rayon staple fiber 	  Mar. 21, 1979 
Italy: Rayon staple fiber 	  June 13, 1979 

agrcii. 	3-ply doorskins 	  Feb. 18, 1976 
Calcium ntothenate 	  Jan. 17, 1974 
Expanded metal 	  Jan. 16, 1974 

Mexico: Elemental sulphur 	  June 28, 1972 
United Kingdom: Diamond tips 	  Apr. 1, 1972 

Suspension agreements in effect: 

Canada: Potassium chloride 	  Jan. 19, 1988 
Hungary: Truck Wailer axles 	  Jan. 4, 1982 

jarraiable programmable read-only memory chips 	  Aug. 1, 1986 
256K dynamic random access memory chips 	  Aug. 1, 1986 

Nov.Small motors   	6, 1980  

I The U.S. Department of Commerce conducts a periodic review of outstanding antidumping duty orders and suspension agree-
ments, upon request, to determine if the amount of the net margin of underselling has changed. If a change has occurred, the im-
posed antidumping duties are adjusted accordingly. The results of the periodic review must be published together with a formal 
notice of any antidumping duty to be assessed, estimated duty to be deposited, or investigation to be resumed. 

Source: U.S. Department of Commerce, International Trade Administration. 
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Table A-22 
Countervailing duty orders and findings In effect as of Dec. 31, 1990 

Effective date of 
Country and commodity 	 original actionl 

Argentina: 
Leather 	  Oct. 2, 1990 
Welded carbon steel pipe and tube products 	  Sept. 27, 1988 
Textiles and apparel 	  Mar. 12, 1985 
Oil country tubular goods 	  Nov. 22, 1984 
Cold-rolled steel sheet 	  Apr. 26, 1984 
Wool  	r 4, 1983 
Leather wearing apparel  	. 17, 1983 
Footwear 	  Jan. 17, 1979 
Woolen garments 	  Nov. 16, 1978 

Brazil: 
Brass sheet and strip 	  Jan. 8, 1987 
Castings 	  May 15, 1986 
Agricultural tillage tools 	  Oct 22, 1985 
Pig iron 	  Apr. 4, 1980 
Cotton yam 	  Mar. 15, 1977 
Scissors and shears 	  Feb. 11, 1977 
Certain castor oil products 	  Mar. 16, 1976 

Canada: 
Pork products 	  Sept. 22, 1989 
Steel rail 	  Sept. 22, 1989 
Standard carnations 	  Mar. 12, 1987 
Oil country tubular goods 	  Jun. 16, 1986 
Groundfish 	  May 15, 1986 
Live swine 	  Aug. 15, 1985 

Chile: Standard carnations 	  Mar. 19, 1987 
Ecuador: Fresh cut flowers 	  Jan. 13, 1987 
European Community:2  Sugar 	  July 31, 1978 
France: Brass sheet and step 	  Mar. 6, 1987 
India: Certain iron-metal castings 	  Oct 6, 1980 
Iran: 

Roasted pistachios 	 
Pistachios (nonroasted) 

Israel: 
Industrial phosphoric acid 	  Aug. 19, 1987 
Oil country tubular goods 	  Mar. 6, 1987 
Fresh cut roses 	  Sept. 4, 1980 

Korea: Stainless steel cookware 	  Jan. 20, 1987 
Malaysia: Carbon steel wire rod 	  Apr. 22, 1988 
Mexico: 

Porcelain cookware 	  Dec. 12, 1986 
Textile mill products 	  Mar. 18, 1985 
Auto glass 	  Jan. 14, 1985 
Portland hydraulic cement and cement clinker 	  Sept. 21, 1983 
Litharge, red lead, and lead stabilizers 	  Dec. 6, 1982 
Ceramic tile 	  May 10, 1982 
Leather wearing apparel 	  Apr. 10, 1981 

Netherlands: Standard chrysanthemums 	  Mar. 12, 1987 
New Zealand: 

Steel wire nails 	  Oct. 5, 1987 
Steel wire 	  Aug. 5, 1987 
Carbon steel wire rod 	  Apr. 7, 1986 
Lamb meat 	  Sept. 17, 1985 
Copper rod and wire 	  Aug. 5, 1985 

Pakistan: Cotton shop towels 	  Mar. 9, 1984 
Peru: 

Pompom chrysanthemums 	  Apr. 23, 1987 
Rebars 	  Nov. 27, 1985 
Cotton sheeting and sateen 	  Feb. 1, 1983 
Cotton yarn 	  Feb. 1, 1983 

Saudi Arabia: Carbon steel wire rod 	  Feb. 3, 1986 
Singapore: Antifriction bearings 	  May 3, 1989 
South Africa: Ferrochrome 	  Mar. 11, 1981 
Spain: Stainless steel wire rod 	  Jan. 3, 1983 
Sweden: 

Certain carbon steel 	  Oct 11, 1985 
Viscose rayon staple fiber 	  May 15, 1979 

See footnotes at end of table. 

Oct 7, 1986 
Apr. 11, 1986 
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Table A-22-Continued 
Countervailing duty orders and findings In effect as of Dec. 31, 1990 

Effective date of 
Country and commodity 	 original action' 

Taiwan: Stainless steel cookware 	  Jan. 20, 1987 
Thailand: 

Butt-weld pipe fittings 	  Jan. 18, 1990 
Ball bearings 	  May 3, 1989 
Pipe fittings 	  Feb. 10, 1989 
Steel wire nails 	  Oct 2, 1987 
Rice 	  Apr. 10, 1986 
Pipes and tubes 	  Aug. 14, 1985 
Certain apparel 	  Mar. 12, 1985 

Turkey: 
Acetylsalicylic acid (aspirin) 	  Aug. 25, 1987 
Pipe and tube 	  Apr. 7, 1986 

Uruguay: Leather wearing apparel 	  July 17, 1982 
Venezuela: 

Aluminum sulfate 	  Dec. 19, 1989 
Electrical conductor redraw rods 	  Aug. 22, 1988 

Zmbabwe: Wire rod 	  Aug. 15, 1987 

Revocations In 1990: 

Italy: Forged undercarriages    Jan. 4, 1984 
Mexico: 

Bars, rebars, and shapes 	  Aug. 17, 1984 
Iron-metal castings 	  Mar. 2, 1983 
Toy balloons and playballs 	  Dec. 27, 1982 

Peru: Textiles and apparel 	  Mar. 12, 1985 
Sri Lanka: Textiles and apparel 	  Mar. 12, 1985 

Suspension agreements In effect: 

Argentina: Carbon steel wire rod 	  Sept 27, 1982 
Brazil: 

Forged crankshafts 	  July 28, 1987 
Orangejuice 	  Mar. 4, 1983 

Canada: Red raspberries 	  Jan. 9, 1986 
Colombia: 

Miniature carnations 	  Jan. 13, 1987 
Cut flowers 	  Jan. 12, 1983 
Leather wearing apparel 	  Apr. 2, 1981 

Costa Rica: Fresh cut flowers 	  Jan. 3, 1987 
Mexico: Float glass 	  Feb. 28, 1984 
Peru: Shop towels 	  Sept. 12, 1984 
Singapore: Compressors 	  Nov. 7, 1983 
Thailand: Textiles 	  Mar. 12, 1985 

The U.S. Department of Commerce conducts a periodic review of outstanding countervailing duty orders and suspension 
agreements, upon request, to determine if the amount of the net subsidy has changed. If a change has occurred, the imposed 
countervailing duties are adjusted accordingly. 

2  Includes Belgium, Denmark, France, Ireland, Italy, the United 10ngdom, West Germany, Luxembourg, the Netherlands, and 
Greece. 

Source: U.S. Department of Commerce, International Trade Administration. 
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Table A-23 
Section 337 Investigations Completed by the U.S. International Trade Commission during 1990 and those pending on 
Dec. 31, 1990 

Status of 
Investigation 	Article 

Completed: 

337-TA-170 	Bag closure 
clips 

337-TA-190 	Softball and polyurethane 
cores thereof 

337-TA-242 	Dynamic random access 
memories, components 
thereof, and products 
containing the same 

337-TA-252 	Heavy duty mobile 
scrap shears 

337-TA-281 	Recombinant 
erythropoietin 

337-TA-284 	Electric power tools, 
battery cartridges and 
battery chargers 

337-TA-290 	Wire electrical 
discharge machining 
apparatus and 
components 

337-TA-291 	Insulated security 
chests 

337-TA-292 	Methods of making 
carbonated candy products 

337-TA-293 	Crystalline 
cefadroxil 
monohydrate 

337-TA-295 	Novelty 
teleidoscopes 

337-TA-300 	Doxorubicin and 
preparations 
containing 
same  

Country 

Israel 

Taiwan 

Japan 

England 

Japan 

Taiwan 

Japan 

Taiwan 

Spain 

Italy 
Spain 
Switzerland 

Hong Kong 

England 
Italy 
Japan 

Commission determination 

Terminated advisory opinion proceeding on basis 
of non-infringement. 

Issued a limited exclusion order. 

Issued a limited exclusion order. 

No violation. 

Investigation terminated on the merits after remand 
by U.S. Court of Appeals for the Federal Circuit. 

Issued cease and desist order. 

Issued limited exclusion order and cease and 
desist orders. Subsequent enforcement 
proceeding terminated. 

No violation. 

No violation. 

Issued limited exdusion order 
and cease and desist orders. 

Issued limited exclusion order. 

No violation. 

337-TA-301 

337-TA-302 

337-TA-304 

337-TA-305 

Imported artificial 
breast prostheses 
and the manufacturing 
processes therefor 

Self-inflating 
mattresses 

Pressure transmitters 

Aramid fiber 
honeycomb, unexpanded 
block or slice precursors 
of such aramid fiber 
honeycomb, and carved or 
contoured blocks 
or bonded assemblies 
of such aramid fiber 
honeycomb 

franc:e 
Germany 
Ireland 

Taiwan 

Brazil 

Luxembourg 

Terminated on basis of settlement agreements. 

Terminated on basis of complainants 
withdrawal of complaint. 

Issued limited exclusion order. 

Terminated on basis of consent order. 
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Table A-23—Continued 
Section 337 investigations Completed by the U.S. International Trade Commission during 1990 and those pending on 
Dec. 31, 1990 

Status of 
investigation 	Article 	 Country 	 Commission determination 

	

337-TA-306 	Bath accessories and 	 Taiwan 	 Terminated on basis of consent order. 
components parts thereof 

	

337-TA-307 	Catalyst components 	 Japan 	 Terminated on basis of failure of 
and catalysts for 	 indispensable party to join as 
the polymerization 	 complainant. 
of olefins 

	

337-TA-308 	Key blanks for keys 	 Korea 	 Issued limited exclusion order. 
of high security 
cylinder locks 

	

337-TA-309 	Athletic shoes with 	 Korea 	 Terminated on basis of settlement agreement. 
Viewing windows 

	

337-TA-310 	Pyrethroids and 	 England 	 Terminated on basis of settlement agreement. 
pthroid-b 
insecticides aced 

	

337-TA-312 	Dynamic random 	 Republic of 	 Terminated on basis of settlement agreement. 
access memories, 	 Korea 
static random 
access memories, 
components thereof, 
and products 
containing same 

	

337-TA-313 	Process, apparatus, 	 Germany 	 Terminated on basis of consent order. 
and components 
thereof, for the 
production of 
spunbond nonwoven 
fabric, and fabric 
made therefrom 

	

337-TA-317 	Internal mixing 	 Italy 	 Terminated on basis of arbitration 
devices and 	 provisions in licensing agreement 
components 	 of the parties. 
there 

	

337-TA-318 	Anti-knock 	 Sweden 	 Terminated on basis of settlement agreement 
ignition systems 
and automobiles 
or automobile 
component parts 
containing same 

Pending: 

	

337-TA-228 	Fans with brushless 	 Japan 	 Advisory opinion proceeding 
DC motors 	 suspended pending final 

judgment of U.S. District Court. 

	

337-TA-276 	Erasable programmable 	Korea 	 Enforcement proceeding pending 
read only memories, 	 before Commission. 
ccr=ents thereof, p   

containing 
such memories and 
processes for making 
such memories 

	

337-TA-290 	Wire electrical 	 Japan 	 Modification proceeding pending 
discharge machining 	 before Commission. 
apparatus and 
components 

	

337-TA-302 	Self-inflating 	 Taiwan 	 Ancillary proceeding pending before AU. 
mattresses 
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Table A-23—Continued 
Section 337 investigations Completed by the U.S. International Trade Commission during 1990 and those pending on 
Dec. 31, 1990 

Status of 
Investigation 	Article 	 Country 	 Commission determination 

	

337-TA-303 	Polymer geogrid 	 Italy 	 Suspended pending final judgment by 
products and 	 U.S. district court. 
processes 
therefor 

	

337-TA-311 	Air impact wrenches 	 Taiwan 	 Pending before AU. 

	

337-TA-314 	Battery-powered 	 Taiwan 	 Pending before Commission. 
ride-on toy vehicles 
and components 
thereof 

	

337-TA-315 	Plastic encapsulated 	 Korea, The 	 Pending before AU. 
integrated circuits 	 Philippines 

Taiwan 

	

337-TA-316 	Power transmission 	 Canada 	 Pending before Commission. 
chains, chain 
assemblies, 
components 
thereof, and 
products containing 
the same 

	

337-TA-319 	Automotive fuel 	 Taiwan 	 Pending before AU. 
caps and radiator 
caps and related 
packaging and 
promotional material 

	

337-TA-320 	Rotary printing 	 Francs 	 Pending before AU. 
apparatus using 	 Spain 
heated ink 
composition, 
components 
thereof, and 
systems 
containing said 
apparatus 
and components 

	

337-TA-321 	Soft drinks and 	 Colombia 	 Pending before AU. 
their containers 

Source: U.S. International Trade Commission, Office of Unfair Import Investigations. 
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Table A-24 
Outstanding sec. 337 exclusion orders as of Dec. 31, 1990 

Investigation 	 Date patent 
No. 	 Article 	 Country 	 expires 

	

337-TA-42 	 Certain electric slow cookers 	  Japan, Hong Kong 	 Apr. 29, 1992 

	

337-TA-44 	 Certain roller units 	  Korea, Taiwan 	  May 24, 1994 

	

337-TA-47 	 Certain flexible foam sandals 	  Taiwan 	  Sept. 7, 1993 

	

337-TA-55 	 Certain novelty glasses 	  Hong Kong 	  Non-patent 

	

337-TA-59 	 Certain pump-top insulated containers 	  Korea, Taiwan 	  Sept. 12, 1995 

	

337-TA-62 	 Certain rotary scraping tools 	  Taiwan 	  May 25, 1993 

	

337-TA-69 	 Certain airtight cast-iron stoves 	  Taiwan, Korea 	  Non-patent 

	

337-TA-74 	 Certain rotatable photograph and card 	 Hong Kong 	  Feb. 12, 1991 
display units and components thereof 

	

337-TA-83 	 Certain a4ustable window shades and 	 Taiwan 	  Feb. 7, 1994 
components thereof 

	

337-TA-87 	 Certain coin-operated audio-visual games 	 Japan 	  Non-patent 
and components thereof 

	

337-TA-88 	 Certain spring assemblies and components 	 Canada 	  Jan. 1, 1991 
thereof, and methods of their manufacture 	 Feb. 18, 1992 

	

337-TA-105 	 Certain coin-operated audio visual 	  Japan, Taiwan 	  Non-patent 
games and components thereof 

	

337-TA-112 	 Certain cube puzzles 	  Taiwan, Japan, Canada 	Non-patent 

	

337-TA-114 	 Certain miniature plug-in blade fuses 	  Taiwan 	  Sept. 30, 1992 
	 Aug. 9, 1994 
	  Nov. 8, 1994 
	  Dec. 26, 1995 

	

337-TA-118 	 Certain sneakers with fabric uppers and 	 Korea 	  Non-patent 
rubber soles 

	

337-TA-137 	 Certain heavy-duty staple gun tackers 	 Taiwan 	  Non-patent 

	

337-TA-139 	 Certain caulking guns 	  Taiwan, Korea 	  Mar. 28, 1995 

	

337-TA-140 	 Certain personal computers and 	  Taiwan, Hong Kong, 	 Jan. 23, 1996 
components thereof 	  Singapore, Switzerland .... July 14, 1998 

	

337-TA-143 	 Certain amorphous metal alloys and 	  Japan, West Germany .... Sept. 9, 1997 
amorphous metal articles 

	

337-TA-146 	 Certain canape makers 	  Taiwan 	  Mar. 22, 1997 

	

337-TA-148 	 Certain processes for the manufacture of 	 Spain 	  Non-patent 
/169 	 skinless sausage casings and 

resulting products 

	

337-TA-152 	 Certain plastic food storage containers 	 Hong Kong, Taiwan 	 Non-patent 

	

337-TA-161 	 Certain trolley wheel assemblies 	  Korea 	  Aug. 29, 1995 

	

337-TA-167 	 Certain single handle faucets 	  Taiwan 	  Non-patent 

	

337-TA-170 	 Certain bag closure clips 	  Israel 	  Nov. 2, 1999 
	  July 26, 2000 

	

337-TA-171 	 Certain glass tempering systems 	  Finland 	  Nov. 30, 1993 

	

337-TA-174 	 Certain woodworking machines 	  Taiwan, South Africa 	 Nov. 13, 1996 
	  Mar. 13, 2001 

	

337-TA-184 	 Certain foam earplugs 	  West Germany, Sweden, .. May 21, 1991 
	 Japan 

	

337-TA-190 	 Certain softballs and polyurethane 	  Taiwan 	  Sept. 24, 1993 
cores therefor 

	

337-TA-195 	 Certain cloisonne jewelry 	  Taiwan 	  Non-patent 

	

337-TA-197 	 Certain compound action metal cutting 	 Taiwan 	  Non-patent 
snips and components thereof 

	

337-TA-228 	 Certain fans w/brushless DC motors 	  Taiwan, Hong,  Kong 	 Jan. 15, 2002 

	

337-TA-229 	 Certain nut jewelry and parts thereof 	  Philippines, Taiwan 	 Non-patent 

	

337-TA-231 	 Certain soft sculpture dolts, popularly 	  None Named in Notice ... Non-patent 
known as -Cabby Patch Kids," related 
literature, and pa, 	in g thereof 

	

337-TA-240 	 Certain laser inscribedciamonds and 	  Israel 	  July 12, 2000 
the method of inscription thereof 

	

337-TA-242 	 Certain dynamic random access memories, 	 Japan 	  Aug. 23, 1994 
components thereof, and products 	  Mar. 28, 1995 
containing same 	  Aug. 6, 2002 

	 Sept24, 2002 

	

337-TA-254 	 Certain small aluminum flashlights 	  Hong Kong, Taiwan 	 Mar. 18, 2003 
and components thereof 

	

337-TA-266 	 Certain reclosable plastic bags and 	  Singapore, Taiwan, 	 Mar. 23, 1993 
tubing 	 Korea, Thailand, 

	 Hon Kon9, Malaysia 

	

337-TA-267 	 Certain minoxidil powder, salts 	  Austria, Canada, 	 Feb. 13, 1996 
and compositions for use in hair 	 Finland, Italy, Mexico, 	 Feb. 13, 1996 
treatment 	 Switzerland 

	

337-TA-268 	 Certain high intensity retroreflective sheeting 	 Japan 	  May 24, 1994 
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Table A-24—Continued 
Outstanding sec. 337 exclusion orders as of Dec. 31, 1990 

Investigation 
No. Article 

Date patent 
Country expires 

337-TA-275 	 Certain nonwoven gas filters elements 	 Holland 	  Nov. 1, 1994 
337-TA-276 	 Certain erasable programmable read 	  Republic of Korea 	 Sept.16, 1997  

Only memories, components thereof 	 
products containing such memories, 	and 	 
processes for making such memories 	 

	 July 25, 1995 
July 12, 2000 
May 21, 2002 

Aug. 4, 2004 
337-TA-279 	 Certain plastic light duty screw anchors 	 Non-patent 
337-TA-285 	 certain chemiluminescent compositions 	 

and components thereof and methods 	 
of using, and products 	incorporating, the same 	 

TFa:rawnance 	  

Fr-b. 28, 1995 
Feb. 2, 1999 

 	June 10, 1992 

337-TA-287 	 Certain strip lights 	  Taiwan 	  Mar. 15, 2000 
337-TA-290 	 Certain wire eWctiical discharge machining 	 Japan 	  Dec. 23, 1992 

Apparatus and components thereof 
337-TA-293 	 Certain crystalline cefadroxil monohydrate 	 Italy, Spain 	  Mar. 12, 2002 

Switzerland 
337-TA-295 	 Certain novelty teleidoscopes 	  Hong Kong 	  Non-patent 
337-TA-304 	 Certain pressure transmitters 	 Brazil 	  Apr. 2, 1991. 
337-TA-308 	 Certain keroctanks for keys of high security 

cylinder 
Korea 	  Jan. 13, 2004 

Source: U.S. International Trade Commission, Office of Unfair Import Investigations. 
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Table A-25 
U.S. Imports for consumption, designated and nondesignated countries under the CBERA, 1986-90 

(In thousands of dollars, customs-value basis) 

Country 1986 1987 1988 1989 1990 

Designated: 
Antigua 	  11,849 8,621 6,893 12,274 4,120 
Aruba1 	  1,797 2,452 647 1,156 967 
Bahamas 	  440,985 377,881 268,328 460,723 506,772 
Barbados 	  108,991 59,110 51,413 38,725 30,898 
Belize 	  50,181 42,906 52,049 43,056 43,978 
British Virgin Islands 	  5,904 11,162 684 1,112 1,999 
Costa Rica 	  646,508 670,953 777,797 967,901 1,006,473 
Dominica 	  15,185 10,307 8,530 7,664 8,345 
Dominican Republic 	  1,058,927 1,144,211 1,425,371 1,636,931 1,725,430 
El Salvador 	  371,761 272,881 282,584 243,922 237,538 
Grenada 	  2,987 3,632 7,349 7,862 7,783 
Guatemala 	  614,708 487,308 436,979 608,280 790,900 
Guyana2 	  (3) (3) 50,432 55,858 52,260 
Haiti 	  368,369 393,660 382,466 371,875 339,177 
Honduras 	  430,906 483,096 439,504 456,790 486,330 
Jamaica 	  297,891 393,912 440,934 526,726 563,723 
Montserrat 	  3,472 2,413 2,393 2,285 562 
Netherlands Antilles4 	  453,333 478,836 408,100 374,358 421,789 
Nicaragua5 	  (3) (3) (3) (3) 15,254 
Panamas 	  352,206 342,700 256,046 (31 226,555 
St. Kitts and Nevis 	  22,278 23,793 20,822 21,44/ 16,100 
St. Lucia 	  12,269 17,866 26,044 23,985 26,920 
St. Vincent and Grenadines 	  7,836 8,493 13,950 9,244 8,672 
Trinidad and Tobago 	  786,405 802,838 701,738 765,265 1,002,661 

Total 	  6,064,745 6,039,030 6,061,054 6,637,440 7,525,209 

Nondesignated: 
Anguilla 	  89 168 497 348 227 
Cayman Islands 	  14,611 27,670 18,195 48,041 21,387 
Guyana2 	  
Nicaragua5 	  

62,928 
1,071 

58,828 
1,231 1,1 gl (3) 

i; 
Panama6 	  258,319 
Suriname 	  38,5P 

4(4  
46,2 87,894 73,892 50,9P 

Turks and Caicos Islands 	  4,792 4,680 3,517 2,507 3,547 

Total 	  122,081 139,022 111,224 383,137 76,062 

Grand total 	  6,186,826 6,178,052 6,172,278 7,020,577 7,601,271 

1  Upon becoming independent of the Netherlands Antilles in April 1986, Aruba was designated separately as a beneficiary effec-
tive retroactively to Jan. 1, 1986. Trade data for Aruba, however, was not reported separately until June 1986. The 1986 figure for 
Aruba represents trade for June-December only. 

2  Guyana was designated as a CBERA beneficiary effective Nov. 24, 1988. 
3  Not applicable. 
4  See footnote 1. 
5  Nicaragua was designated a beneficiary country under the CBERA in the Customs and Trade Act of 1990. 
6  Panama lost its designation as a beneficiary effective Apr. 9, 1988; its designation was restored in March 1990. 

Note.-Because of mounting, figures may not add to totals shown. 

Source: Compiled from official statistics of the U.S. Department of Commerce. 
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