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In GATT/AIR/1907 Contracting Parties were invited to provide
relevant information for the program of consultations in regard
to the application of the provisions of Part IV of the GATT
mandated at the 38th Session of the CONTRACTING PARTIES. This
document responds to that invitation and contains an explanation
of U.S. policies regarding trade with developing countries and
a description of U.S. efforts to implement the provisions of
Part IV of the General Agreement.

I. Introduction

The United States is committed to achieving sustained global
economic growth through the expansion of international trade.
A strong international trading system, predicated on the free
operation of market forces and based on the principles of non-
discrimination and transparency, must be maintained in order
to provide the conditions necessary for the growth and diversi-
fication of developing economies. All GATT member countries
must assume the obligations of the international trading system,
to the extent permitted by their respective levels of economic
development, if such efforts are to be successful. The continued
integration of developing countries into the existing institutional
framework of the GATT is essential to the future well being
of the trading system. To facilitate this process of integration,
the United States is committed to the implementation of Part
IV of the General Agreement.
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II. U0.S. Trade Trends

A, General

Historically, the United States has been less dependent on foreign
trade as a factor contributing to economic growth than most
GATT member countries. Bowever, in recent years, the importance
of trade to the U.S. economy has grown significantly. 1In 1980,
nearly one third of all farm acreage in the United States was
planted for export, while twenty percent of all goods manufactured
in the United States were exported abroad--twice the figures
of a decade earlier.

International trade accounts for a growing percentage of the
U.S. gross national product (GNP). Whereas U.S. exports as
a percentage of GNP grew slowly between 1960 and 1970, from
4.1 percent to 4.4 percent, by 1980 the share of total output
accounted for by exports had nearly doubled to 8.2 percent.
During the same period, U.S. imports more than doubled, rising
from 4.1 percent to 9.3 percent of GNP.
R4=-0970 -
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The importance of trade to the U.S. .economy is further demonstrated
by the dramatic increase in the value of U.S. trade since 1970.
Since that time, the value of U.S. two-way trade has grown from
$83 billiom to nearly $459 billion in 1983, an increase of
453 percent. During that period, U.S. trade with the European
Community grew from $21 billion to $83 billion (319 percent),
while trade with Canada increased from $20 billion to $90 billion
(350 percent). During the same period, trade with Japan rose
from $11 billion to $63 billion (473 percent). Especially dramatic
was the growth in trade between the United States and the developing
countries (LDCs): fram $5 billion to $52 Sillion with oil-exporting
LDCs (940 percent) and from $18 billion to $159 billion with
non-oil-exporting LDCs (783 percent).

In addition to the dramatic increase in the value of U.S. trade
during the past decade, a marked shift has occurred in the relative
importance of various world regions to U.S. trade. Trade with
traditional U.S. developed country (DC) trading partners has
declined in relative importance as developing countries have
emerged as growing sources of U.S. imports and important new
markets for U.S. exports. United States trade (imports and
exports) with developing countries as a percent of total U.S. trade
rose from 28.3 percent in 1970 to 45.4 percent in 1980. During
the same period, U.S. trade with Europe as a percent of total
trade fell from 24.8 percent to 19.4 percent, trade with Canada
declined from 24.4 percent to 16.7 percent, and trade with Japan
fell from 12.8 percent to 1l1.2 percent.

B. U.S. Trade with the Developing Countri

A major result of U.S. trade policies during the 1970s and,early
1980s has been the shift in U.S. trade patterns from traditional
markets in developed countries to emerging markets in the developing
countries. Imports from developing countries as a percentage
of total U.S. imports increased from 29 percent in 1973 to 48
percent in 1980. Over the same period, the percentage of U.S.
exports purchased by developing countries grew from 29 percent
to 37 percent. A significant element in the growth of U.S. exports
to developing countries has been exports of manufactured goods,
which have increased as demand for construction egquipment and
other capital goods has grown in the developing countries.
The percentage of total U.S. exports of manufactured goods purchased
by developing countries grew from 29 percent in 1970 to 45 percent
in 198l1. The developing countries also purchased a growing
share of U.S. agricultural exports--40 percent in 1982, up from
29 percent in 1970. (See Appendix; Tables 1-4.)

Since 1980, U.S. imports from non-petroleum-exporting developing
countries have risen substantially, while U.S. imports from
oil-exporting developing countries have fallen. (See Figure
l.) During this time the United States has improved its trade
position with the o0il exporters; its trade balance with non-
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oil exporters, however, has steadily deteriorated. 1In fact,
the U.S. trade deficit with non-petroleum—exporting developing
countries now exceeds that with any other single country or
regional grouping.

Figure 1

U.S. Trade balance with LDCs, 1980-83*
($ Billions)

1980 1281 1982 1983
All LDCs -36.0 -27.3 -16.3 =30.0
OPEC -37.6 -27.9 - 8.3 - 8.2
Non-OPEC + 1.7 + 0.5 - 8.0 -21.8

* fas/fas valuations for 1980-1, fas/cus for 1982-3.

C.

Overall trends among developing countries suggest increasing
specialization in the composition of their exported products
over time, Whereas in 1979 U.S. imports from developing countries
comprised 23.7 percent of total U.S. imports of manufactures,
in 1983 their share had risen to 28.3 percent. Between 1579
and 1983 the value of U.S. imports of manufactured products
from developing countries rose 80 percent, while imports from
developed countries increased by only 42 percent. In that peried,
the developing countries' share of G.S. chemical imports rose
from 8.9 percent to 13.7 percent, of manufactured goods by material
from 24.6 percent to 28.9 percent, of machinery and transport
equipment from 14.9 percent to 19.7 percent, and of miscellaneous
manufactured articles from 50.8 percent to 54.9 percent. (See
Appendix; Table 5.)

At a lower level of data aggregation these trends are more readily
apparent. The leading items imported by the United States at
the two-digit SITC level from developing countries in 1983 after
petroleum ($29.1 billion) were apparel and clothing ($7.9 billion),
electrical machinery ($6.8 billion), and telecommunications
equipment ($4.7 billion). 1Imports of coffee, tea, cocoa .and
spices, the second largest import category in 1879, fell to
sixth by 1983. Conversely, imports of office machines, the
twenty—third largest category in 1979, rose to tenth place by
1983, Betvween 1982 and 1983 imports of office machines from
geveloping countries rose by 119 percent. (See Appendix; Table
.)
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United States import trade data reflects the increasing technological
and production capabilities of the fast-growing economies of
certain developing countries. For example, total U.S. imports
from Korea, Hong Kong and Singapore grew at a rate of 25.4 percent
annually during the period from 1962 to 1980, But much faster
growth, ranging from 37 percent to 69 percent annually, occurred
in U0.S. imports of non-electrical and electrical machinery,
office machines and telecommunications equipment from these
countries. Electrical machinery imports alone totaled $2.6
billion in 1880, nearly a quarter of the value of total U.S. imports
from these three countries.

A similar pattern, albeit not yet as fully developed, can be
seen in aggregate trade data for Mexico and Brazil. The areas
of highest growth in U.S. imports from these two countries are
in electrical machinery, telecommunications egquipment and electro-
medical equipment. Electrical machinery imports, which grew
68 percent annually between 1962 and 1580, totaled $1.7 billion
in 1980, 10 percent of the value of total U.S. imports from
these two countries. U.S. imports of aircraft, motor vehicles
and other manufactured goods from Brazil and Mexico have grown
rapidly as well. Foodstuffs and raw materials still dominate
U.S. imports from these two countries, accounting for roughly
60 percent of total U.S. imports, although this percentage has
been declining in recent years.

These patterns are not limited only to U.S. trade with the more
developed developing countries. The Philippines in 1963 exported
to the United States about $300 million worth of products of
which sugar amounted to over 50 percent. By 1981, electrical
machinery was the leading Phillipine export to the United States
while sugar had fallen to fifth place, and the total valte of
Philipine exports to the United States had exceeded $1 billion.

Similarly, in 1963, Malaysia's exports to the United States
totaled $170 million with 97 percent of the total comprised
of non-ferrous metals and rubber. In 1981, U.S. imports of
electrical machinery alone from Malaysia reached $1.0 billion,
accounting for nearly half of total Malaysian exports to the
U.S. market in that year.

D. Irade in Agricultural Goods

U.S. agricultural imports from developing countries totaled
$9.6 billion in 1983, compared with $8.8 billion in 1982, and
$10.4 billion in 1981. Agricultural imports from developing
countries in those three years averaged 44 percent higher than
in the years 1975-1977. Comparison of the two periods shows
the largest increases in imports to have been from the more
advanced developing countries.
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U.S. agricultural exports to developing countries totaled $14.4
billion in.1983, compared with $12.8 billion in 1982, and $16.0
billion in 198l1. Since the mid-1970's annual exports of U.S.
agricultural procducts to developing countries have more than
doubled. As was the case with imports, the largest increases
in exports have been to the more advanced developing countries.
In 1983, the share of total U.S. agricuitural exports to developing
countries was 40 percent and in 1982 and 1981 it was 35 and
37 percent, respectively. 1In most earlier years the developing
country share was below 35 percent, Approximately three-fifths
of all U.S. agricultural exports to developing countries consist
of bulk commodities such as grain and cotton and two-fifths
of higher value products such as fresh fruits and vegetables
and processed foods.

E. Summary

It is clear that the international trade policies implemented
by the United States in the fifteen years since the establishment
of Part IV have resulted in the growth, evolution, and diver-
sification of trade between the United States and the developing
countries. Most importantly, these polices reflect the continuing
commitment of the United States to the creation and maintenance
of the dynamic trading environment that has offered unprecedented
opportunities for economic growth to developing countries which
have followed sound economic and trade policies.

III. U.S. Trade Policy Toward Developing Countries and
Bart IV _of the General Agreement

14

Since the establishment of Part IV in 1968, the United States
has consistently implemented national and internatiocnal economic
policies designed to provide opportunities for developing countries
pursuing sound economic and trade policies to enhance their
econamic development. These policies have contributed significantly
to the growth and diversification of the economies of the developing
countries, and to their assumption of a greater role in the
international trading system.

_From the U.S. perspective, one of the most important elements

in the integration of the developing countries into the GATT
system has been the increased willingness of the developing
countries to participate in multilateral efforts to liberalize
international trade. Working together during the Tokyc Round
of Multilateral Trade Negotiations, developed and developing
countries made meaningful improvements in the operation of the
GATT through the Framework Agreement, and for the first time
GATT members negotiated seriously to curtail the less transparent
nontariff disruptions to trade.
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The United States encouraged the participation of the developing
countries in the negotiation of the MIN codes on nontariff measures.
These agreegents demonstrated that the GATT can be strengthened
to accomodate the changing international economic environment,
and in particular the needs of developing countries. The United
States strongly believes that the continued participation of
all GAIT members, developed and developing alike, in the implemen-
tation of the MTN agreements is essential if their full benefits
are to be realized by all GATT members.

The tariff negotiations conducted during the Tokyo Round also
were a significant step in the integration of the developing
countries into the GATT framework. Although the importance
of tariffs as barriers to trade has diminished somewhat, the
tariff concessions agreed to in the Tokyo Round negotiations
have contributed to free world trade. More importantly, developing
countries actively participated to an unprecedented extent in
muitilateral efforts to reduce tariff barriers to international
trade.

The United States negotiated bilateral tariff and nontariff
agreements with 28 developing countries during the Tokyo Round.
In so doing, the United States sought to provide special and
differential treatment for developing countries to the maximum
extent possible. Where possible, deeper-than-formula cuts were
made on products principally supplied by developing countries;
small suppliers were not expected to make contributions for
U.S. concessions; tariff reclassifications were made whenever
possible to accomodate developing country interests; and developing
countries were not expected to provide full reciprocity. In
addition, the benefits of concessions negotiated with Tokyo
Round participants were extended on a most~favored nation basis
to those developing countries which did not participate in the
MIN. The ability of the United States to provide special and
differential treatment on this basis was enhanced greatly by
the Contracting Parties’ acceptance of the principle that developing
countries should accept greater obligations as the level of
their economic development progresses, thereby preserving the
fundamental balance of cights and obligations inherent in the
GATT system.

For the United States and many developing countries, the benefits
of this relationship have expanded and increased significantly
since the conclusion of the Tokyo Round. Although there has
been a substantial increase in bilateral trade, greater gaians
could have been achieved in a more open trading environment.
Recognition of this fact has led the United States to continue
to implement trade policies appropriate to the differing needs
of developing countries. These policies have had one common
objective--the continuous liberalization of trade and the progressive
integration of developing countries into the world economy in
order to achieve sustainable economic growth.
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The departures from the GATT principle of nondiscriminatory
treatment amthorized under the Enabling Clause have been important
mechanisms 3for assisting the economic development efforts of
developing countries. However, in order to preserve the integrity
of the General Agreement, and to ensure that preferential treatment
benefits those most in need, it is important that the special
and differential treatment envisioned by the Enabling Clause
be provided in a dynamic manner, i.e. in a way which takes into
account changing levels of economic development in individual
developing countries.

The United States will continue to provide special and differential
treatment for the benefit of developing countries, in accordance
with the provisions of Part IV and the Enabling Clause. However,
this policy can continue to benefit all developing countries
in an effective manner only through the assumption by the developing
countries of the obligations of the GATT system to the maximum
extent permitted by their respective levels of development.
Developing countries' adherence to this principle will continue
to be an important consideration governing U.S. trade policy
in the years ahead.

If the GATT is to continue to function as the framework for
international trade and to effectively address the emerging
problems which will confront the internaticnal trading system
in the coming decades, it will require increased cooperation
among all GATT members, developed and deveioping alike. The
comnitments made by Contracting Parties to resist protectionist
pressures and to explore additional measures to liberalize trade
can only be realized if a common will exists among all countries
to adopt national policies which contribute to a strengthened
international trading system.

At the 1982 GATT Ministerial meeting, ministers took the first
in a series of steps to address the problems facing the GATT
system. As a result, work is now underway on many of the issues
contained in the Ministerial Declaration, including the problems
of trade among developed and developing countries, agriculture,
and trade in natural resource products. Work has only recently
begun on several other issues, such as trade in services and
trade in counterfeit goods. Other emerging issues confronting
the GATT system remain to be addressed by the Contracting Parties,
including trade in high technology products and trade-related
investment issues. The United States is convinced that the
GATT system can meet the challenges presented by these issues,
and looks forward to working with other contracting parties,
developed and developing alike, to produce solutions which will
enhance the economic benefits of trade for all GATT members.
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The United States maintains a Generalized System of Preferences
in accordance with the provisions of Article XXXVI of the General
Agreement and those of the Enabling Clause. Authorized by Congress
for a period of ten years, and implemented in 1976, the U.S. GSP
program grants duty-free treatment to certain imports from bene-
ficiary developing countries. The statutory authority for the
U.S. scheme is contained in Title V of the Trade Act of 1974
(hereafter referred to as Title V), and the regulations for
the administration of the GSP are contained in the Code of U.S.
Federal Regulations (15 CFR 2007).

The U.S. GSP program has made a positive contribution to the
economic development of developing contracting parties, by facil-
itating their efforts to expand and diversify production for
export. Siace implementaticn of the program in 1976, U.S.
GSP imports from beneficiaries have increased dramatically,
growing from $3.2 billion to $10.8 billion in 1983. During
this pericd, the percentage of total GSP imports comprised of
non-agricultural products grew from 83 percent toc S0 percent,
reflecting the contribution of the Program to the export diversi-
fication efforts of developing countries. (See Appendix; Tables
7-1‘0)

The U.S. GSP program will expire on January 3, 1985. In keeping
with President Reagan's pledge to ensure that trade continues
to be an effective force for development in the Third World,
the Administration is currently seeking Congressional authority
to extend the program for an additional ten years.

1. GSP Beneficiary Countries

Title V established certain statutory requirements for designation
of beneficiary countries for purposes of GSP eligibility. Develop~
ing countries which met the statutory provisions of Title V
were designated as eligible for GSP status on the principle
of self-election. Subsequently, the Trade Agreements Act of
1979 provided for the designation in certain circumstances of
members of the Organization of Petroleum Exporting Countries
(OFEC) as beneficiary countries. Under these provisions, Venezuela,
Ecuador and Indonesia were added to the list of eligible ben-
eficiaries in 1980. Some 140 developing countries and non-inde-
pendent countries and territories are now eligible to receive
duty-free benefits under the U.S. scheme. (A complete list
of eligible beneficiaries is contained in Annex 1l.)
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2. Product Coverage of the U.S. GSP Program

The U.S. GSP program provides for duty-free treatment on imports
of over 3,080 products identified at the 5-digit level in the
Tariff Schedule of the United States (TSUS). Over 300 of these
products have been added to the original list of eligible articles
through the annual review procedures of the GSP (15 CFR 2007).
While the majority of eligible products are in the manufactured
and semi-manufactured sectors, the list also includes some 400
agricultural products of export interest to developing countries.

Title V statutorily excludes scme products from duty-free eligi-
bility. These products are textile and apparel articles subject
to textile agreements concluded in accordance with the Multifibre
Arrangement (MPFA); watches; footwear; and import sensitive elec-
tronic, glass, iron and steel articles. Also, GSP eligibility
for a product is suspended for the period any article is subject
to import relief pursuant to Section 203 of the Trade Act of
1974 or Sections 232 or 351 of the Trade Expansion Act of 1962,
The President also may exclude other products which are determined
tc be import sensitive in the context of the GSP.

3. Limitations to Prefereptial Treatment

In keeping witl the objective of the GSP--i.e, to provide tariff
preferences to imports from beneficiary countries so that they
are able to compete in the U.S. market with imports from developed
countries--as well as to provide necessary safeguards for U.S.
industries, Title V established statutory limitations affecting
preferential treatment granted under the program. These "competitive
need” limitations provic . for the automatic exclusion of a bpene-
ficiary country from GSP eligibility on an article whenever
imports of the article from the beneficiary exceed 50 percent
of the value of total U.S. imports of that article, or a certain
dollar value which is increased in proportion to the nominal
growth in the U.S. Gross National Product (GNP). Originally
set at $25 million in Title V, by 1983 the dollar value limit
had grown to $57.7 million.

The 50 percent competitive need limitation does not apply to
any articies for which the President has determined that a like
or directly competitive article was not produced in the United
States on January 3, 1975. The list of such articles, which
has been modified through the annual review procedures of the
program, has increased from 50 articles in 1976 to 92 in 1983.
In addition, Title V was amended in the Trade Agreements Act
of 1979 to allow the President to waive the percentage competitive
need limitation in instances where total U.S. imports of an
article are de minimis. The de minimis level, originally set
at §1 million, was increased to $1.37 million in 1983, to reflect
the noaminal growth in the U.S. GNP. As a result of this provision,
an average of $40 million worth of trade per year of ctherwise
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ineligible imports from beneficiaries has ccntinued to enjoy
duty-free treatment under the U.S. scheme.

Administration of the competitive need limits is highly trans-
parent in the C.S., scheme, Each year, a notice is published
in January in the U.S. Federal) Register of articles which have
exceeded, or are likely to exceed, the competitive need limitations
based on statistics collected during the first ten-months of
the calendar year. Modifications in GSP eligibility as a result
of the competitive need limitations required by statute must
be implemented 90 days after the close of the calendar year
in which the limits were exceeded.

Competitive need exclusions have increased from $1.9 billion
in 1976 to $10.6 billicxn in 1983. Once removed from GSP eligibility
for a particular beneficiary country, an article may be redesig-
nated if U.S. imports from the affected country fall below the
competitive need limitations in any subsegquent year. Although
redesignation is not automatic, the President redesignated to
duty-free status all eligible trade under this provisicn until
198l. Since that time, all eligible trade from 133 of the 140
beneficiary countries has been redesignated.

4. Rules of Origin in the U.S. Scheme

Pursuant to Title V, a beneficiary may receive duty-free treatment
for an article when the sum of the cost or value of materials
produced in the beneficiary country plus the direct costs of
processing equal at least 35 percent of the appraised value
of the article at the time of entry into the United States.
Imported materials may be counted towards the 35-percent value-added
requirement if they are substantially transformed into new and
different constituent materials of which the eligible article
is composed. '

Recognizing the importance of intra-LDC trade, particularly
within regional associations, Title V also provided for cumulative
ruies of origin in order to treat an association as one country
for purposes of the origin requirement, Congress originally
set the value-added requirement for regional associations at
50 percent. However, this requirement was amended in the Trade
Agreements Act of 1979, which allowed duty-free treatment to
be accorded to articles imported from GSP-eligible regional
associations, provided the member countries of the association
together account for at least 35 percent of the appraised value
of the article (the same as for a single country). The regional
associations currently eligible to be treated as one country
for the purposes of the origin requirement are the ANDEAN GROUP
(Bolivia, Colombia, Ecuador, Peru and Venezuela); ASEAN (Brunei,
Indonesia, Malaysia, Philippines, Singapore and Thailand); and
CARICOM (Antigua and Barbuda, Bahamas, Barbados, Belize, Dominica,
Grenada, Guyana, Jamaica, Montserrat, Saint Christopher-Nevis,
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Saint Lucia, Saint Vincent and the Grenadines, and Trinidad
and Tobago).

5. The Anpmal Review Process

Throughout the program's operation, the United States has utilized
the established annual review procedures to expand the base
of benefits available under the GSP. This process has enabled
beneficiary countries to participate actively in any changes
in GSP product eligibility. 2as a result of the annual reviews,
over 300 products of interest to beneficiaries have been added
to the list of products eligible for GSP treatment. The review
process is consistent with paragraph 3(c) of the Enabling Clause,
as it provides for modification of the GSP in order to respond
positively to the changing needs of developing countries.

The annual review is a highly transparent, ten-month process
which begins on June 1 of each year, the deadline for submission
of petitions to modify the list of eligible GSP articles. The
petitions are evaluated for adequacy of information and conformity
with the GSP regulations. A notification of all petitions accepted
for consideration is published in the Federal Register in mid-July.
Simultaneously, U.S. Embassies in beneficiary countries also
provide this information to the appropriate beneficiary country
authorities. The review provides for public hearings in September
or October, at which any interested party may appear to support
or oppose a requested modification. Parties may also submit
written comments on any of the cases under review. Consistent
with paragraph 4 of the Enabling Clause, the United States encourages
beneficiary country participation in this part of the review
as it provides a good opportunity to ensure that modifications
in GSP eligibility reflect the individual development objectives
of beneficiaries. :

The U.S. International Trade Commission (ITC), which provides
the President with advice on the probable economic effects of
modifying the GSP pursvant to 2 petitioner's request, also conducts
public hearings and provides an opportunity for written comments.
All information obtained during the course of the review is
evaluated, and recommendations for changes in the GSP product
list are formulated for approval by the President. Changes
to the list of eligible articles are implemented by Exzecutive .
Order, generally on March. 31 of the following year. This order
also includes changes in eligibility which are required by statute.
The order appears in the Fedexal Register and is explained in
detail by a press release provided to all interested parties.
In addition, U.S. embassies are instructed to inform host countries
of the changes.

The addition of new products to the GSP may also cccur at the
initiative of the U.S. Government. As a part of Urlied States
interest in adding special items of export interest to less
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developed developing countries, five tariff categories cavering
certified hand-loomed and folkiore textile articles were designated
as eligiblesfor GSP treatment in 1981 at the initiative of the
Administra¥tion. Because textile articles subject to textile
agreements cannot be granted GSP treatment, the U.S. established
a certification procedure in order to grant duty~-free treatment
to certain articles that are not subject to textile agreements,
such as hand-made cottage industry products, and traditional
handicraft textile products. Certification arrangements have
been completed with Uruguay, Thailand, Korea, Macao, Peru and
Romania. Similar arrangements are pending between the United
States and Malta, Guatemala and Mauritiuu.

6.

In COM.TD/W/395/Add.2, the United States notified the GATT that
65 petitions requesting the modification of the list of GSP-
eligible articles had been taken under consideration in the
1983 GSP annual product review. As a result of this review,
based on 1983 trade data, 22 products valued at $7.2 million
were added to the GSP; $155.4 million of trade was redesignated
to GSP eligibility; $52 miliion of trade remained eligible for
GSP under the de minimis provisions of the GSP; and an additional
$2.2 billion of trade affecting 15 beneficiary countries wvas
excluded for reasons of competitive need. These changes were
implemented on March 30, 1984,

7. Mid-Term Review of the GSP in 1980
On April 17, 1980 the President sent Congress A_Report to the
- he ive Year's Ope a [

o)ele O

] , ane Je

This report included a review of the
major provisions and regulations governing the administration
of the U.S. scheme and an 2nalysis of the impact of the U.S. GSP
- on developing country economies. As required by the Congress,
the report also included a review of the operation of the competitive
need limits and a consideration of various measures that would
reinforce U.S. objectives of providing preferential treatment
in a dynamic manner resulting in a greater distribution of benefits
to the less advanced developing countries, and further integrating
beneficiary countries into the GATT system. In conjunction
with the preparation of the report, the Administration sought
the views of interested parties on the operation of the program
and their suggestions for improvements to the scheme through
public hearings and a comment period for written submissions.
Beneficiary countries participated actively in this review,
camenting favorably on the contribution of GSP to their country's
economic development.

As a result of this review, the Administration made several
improvements in the operation of the U.S. program. The first
wvas a commitment to add additional items of special interest
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to less developed developing countries to the list of GSP eligible
articles. Handicrafts, as discussed earlier, were a part of
this effort. Similarly, in the annual reviews following the
report to Cangress, the United States expanded GSP product coverage
in the agricultural sector by including an additional 80 agricultural
products to the GSP,

Secondly, the Administration established a GSP Information Center
within the Office of the United States Trade Representative
to provide additional assistance to interested parties regarding
changes in GSP eligibility. Establishment of the Center has
provided a vehicle for representatives of beneficiary governments
to review changes in the GSP and consult informally on the addition
of new items of interest for GSP eligibility. The Center's
activities have supplemented the on-going participation of U.S.
representatives in GSP seminars sponsored by the UNCTAD/UNDP
project and seminars undertaken unilaterally by the U.S. Government
at the request of beneficiary govermments. U.S. officials have
participated in recent UNDP regional seminars in the Ivory Coast,
Nepal, Chile and the Dominican Republic, and have conducted
U.S. sponsored seminars in Yugoslavia, Romania, Cyprus, Morocco,
Egypt, ASEAN, and Mexico.

The mid-term evaluation pointed out that the benefits of the
U.S. GSP program were not evenly distributed among GSP beneficiary
countries. For example, the review revealed that 5 of the 140
beneficiary countries accounted for more than 70% of the benefits
extended under the program. The leading recipients of duty-free
treatment under the U.S. scheme were and continue to be the
largest developing country trading partners of the United States.
The Administration and Congress were particularly concerned
that the competitive need limits were not leading to a Gider
distribution of benefits among beneficiary countries; nor were
the benefits of the program resulting in an increased adherence
to the disciplines of the international trading system commensurate
with the development levels of some of the beneficiary countries.

In keeping with U.S. policies to integrate developing countries
into the international trading system, the United States implemented
new measures designed to reflect the competitiveness and development
needs of beneficiaries. The President announced his intention
to exercise this authority under a policy of product-specific
graduation. The President determined that these measures would
be applied when considering the addition of new items to the
GSP; in considering whether to reinstate a beneficiary to GSP
eligibility after the country had exceeded the competitive need:
limit; and in considering petitions from interested parties
requesting the removal of one or more beneficiaries from eligibility
on a particular article.

The report further stipulated that product-specific graduation
actions would be based on a review of three elements: (1) the
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overall level of economic development of the beneficiary country:
(2) the beneficiary's competitiveness in the particular product
of concernj:and (3) the overall economic interests of the United
States, inc€luding the potential for future redistribution to
less competitive beneficiaries, consumer benefits and the import
sensitivity of the relevant domestic industry.

Under this policy of product-specific graduation, the United
States has been able to regpond to the changing economic needs
of individual developing countries by allowing beneficiaries
to continue to enjoy preferential treatment on products on which
the tariff preference is necessary to enable them to compete
in the U.S. market. At the same time, the policy is intended
to assure that preferential treatment is preserved for those
countries most in need. These measures, which are consistent
with paragraphs 3(c) and 7 of the Enabling Clause, supplement
the automatic competitive need limitations contained in the
U.S. program. They have been implemented only after ample oppor-
tunity has been provided during the annual review process for
public comment from interested parties.

While this policy has not led immediately to a redistribution
of benefits to less developed developing countries, product
specific graduation has provided an additional opportunity for
less competitive beneficiaries to compete on a more equal basis
with imports from more advanced developing countries. It is
anticipated that the redistribution of benefits accruing from
such measures will be realized over the longer term.

The value of trade affected by product specific graduation has
increased from $443 million in 1981, the f£first year in which
discretionary graduation was applied, to $§1.2 billion in 1983,
Significantly, approximately 90 percent of the affected trade
is trade on which the graduated country had been previously
ineligible for GSP treatment due to competitive need exclusions.
Thus far, product specific graduation actions have affected
only seven beneficiaries: Taiwan, Korea, Bong Kong, Mexico,
Brazil, Siagapore and Israel. It is important to note that
although the value of graduation actions has increased since
the implementation of the policy in 1981, each of the countries
affected by graduation has realized a significant increase in
their level of GSP benefits. Together, they still account for
more than 70 percent of GSP imports.

8. Renewal of the U.S. GSP Program

Statutory authority for the U.S. GSP program will expire on
January 3, 1985. Under U.S. law, Congress must provide additional
authority to continue the program beyond its expiration. The
Administration has submitted a proposal to Congress for renewal
of the program. It is committed to securing Congressional approval
for an extended GSP program which continues to be responsive

-
-
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in a predictable and transparent manner to the changing needs
of the econgmies of developing countries.

In preparing its proposal, the Administration solicited the
views of interested parties regarding renewal of the GSP program
through a series of public hearings and a written comment period
in April 1983. Comments from foreign and domestic parties were
invited on a wide range of issues, including the general operation
of the program, suggestions for modifications which would stimulate
the growth of exports of less developed beneficiaries, particularly
the least developed, and the role of graduation in an extended
scheme. Testimony and submissions were received from several
hundred interested parties, including a significant number from
beneficiary country officials and representatives from their
business communities., These consultations provided the basis
upon which the United States developed the parameters of its
legislative proposal to extend the GSP for ten years.

The Administration has been guided by several objectives in
seeking reneval of the GSP program, the most important of which
is to foster the eccnamic development of developing countries,
while encouraging their further integration into the international
trading system. The proposed renewal legislation is intended
to provide additional incentives for the expansion of trade
among beneficiaries and the United States, while enhkancing developing
countries' acceptance of the obligations of the international
trading system. The legislation also would seek to ensure that
the benefits of the program are preserved for products from
those beneficiaries most in need of preferential treatment in
order to compete in the U.S. market. Accordingly, the Admin-
stration's proposal would facilitate both increased liberalization
and further product-specific graduaticn. Greater attention
will be paid to the progress of beneficiaries in undertaking
liberalization of their trading regimes, commensurate with their
individual levels of development, as provided for in paragraph
7 of the Enabling Clause, This concern is elaborated in the
proposal's references to the extent to which beneficiaries provide
equitable and reasonable access to their markets.

The proposed legislation also recognizes U.S. obligations under
the Enabling Clause to address the special needs of the least
developed developing countries. The Administration has requested
authority to exempt the least-developed countries from the statutory
competitive need limitations .of the program. It is hoped that
this exemption will provide an additional incentive for investment
and the transfer of resources to aid these countries' economic.
development. -

The Administration's proposal envisages a further expansion
of product coverage in the scheme through the annual review
process. Furthermore, the proposed legislation would allow
the President to waive competitive need limits on a product-

- .
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specific bagis, based on a review of a number of factors, including
the effect _such a waiver would have on the .relevant domestic
industry o producer, and the extent to which beneficiaries
provide equitable and reasonable access to their markets. 1If
Congress enacts this provision, beneficiary countries could
realize substantial additional benefits under the U.S. program
for certain products already on the GSP list.

The Administration also is interested in improving its discretionary
graduation policy in a manner which enhances the predictability
of the program. The renewal legislation includes a provision
to supplement the current competitive need limits, with additicnal
limits set at 25 percent of the value of total U.S. imports
and $25 million. Under this provision, the President would
undertake a static assessment of all GSP-eligible items and
beneficiary countries, and then subject some products from suppliers
determined to be highly competitive to these lower limits.
In conducting this review, the President would consider a number
of factors, including the overall level of development of the
beneficiary country, its competitiveness in the particular product,
and the extent to which the beneficiary is providing equitable
and reasonable market access ccmmensurate with its level of
development. Application of the lower competitive need limits
would be applied at the conciusion of the review, which would
be completed within two years of the enactment of the renewal
legislation,

The Administration's legislative -proposal was introduced in
the Senate on August 1, 1983, as S. 1718. BHearings on GSP renewal
were held in the Senate and House in August 1983 and in January
and February 1984. The legislation is currently being considered
by the Congress.

The United States actively encouraged the participation of developing
contracting parties, especially those with significant trade
relations with the United States, in the Tokyc Round of Multilateral
Trade Negotiations (MTN). These efforts were a factor influencing
the decision of many developing countries to participate in
the Tokyo Round. As a result of this decision to participate,
‘the agreements reached in the Tokyo Round reflect to the extent
possible the interests of developed and developing countries
alike, and are of much greater significance than those reached
in preceding rounds. Beyond the specific benefits to both U.S. and
developing country exporters, these agreements represent a concrete
camitment by all the countries involved to the continued liberal-
ization of world trade and the reform of the rules of the inter-
national trading system.
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1. Tariff Negotiations

During thegzokyo Round, the United States negotiated bilateral
agreements with 28 developing countries, including all its major
developing trading partners. These agreements were concluded
on the basis of a satisfactory balance of concessions between
the United States and each developing country partner. In reaching
a satisfactory balance, U.S. negotiators not only took into
account the relative value of each concession to each country
but also the relative economic level of the developing country
involved. Consistent with the general principle regarding reci-
procity set forth in the Tokyo Declaraticn which launched the
MTN, the United States did not expect developing countries to
provide full reciprocity in these negotiations but to make con-
cessions that reflected their individual trade, financial, and
development needs.

Concessions agreed to by the United States in negotiatious with
developing countries consisted primarily of tariff reductions
to be bound at lower levels, and, in a few cases, bindings of
existing tariff rates. Duty reductions were agreed to on a
number of items of particular export interest to developing
countries, including canned beef; various metals and mineral
products, particularly iron and steel, copper and tungsten;
a limited number of textile products including carpets; fertilizer:
electrical equipment; light industrial goods; edible oils; plywood:
canned fruits and vegetables; cigar tobacco; and paper products.

Concessions negotiated by the United States with developing
countries included ceiling bindings, bindings of tariffs at
current rates, bound tariff reductions, removal or liberalization
of licensing requirements, and liberalization of other nontariff
measures over a wide variety of preoduct sectors, both agricultural
and industrial.

2. Special apd Differential Treatment

In keeping with the provisions of the 1973 Tokyo Declaration,
" the United States agreed, where appropriate and feasible, to
the inclusion of measures providing special and differential
treatment for developing countries in both the nontariff and
tariff agreements reached during the Round. In accepting inclusion
of the concept of special and differential treatment in the
Tokyo Round agreements, the United States took the position,
which it continues to hold, that developing countries should
be expected to assume to a greater extent the obligations of
the international trading system, as their level of economic
develorment progresses.

The United States sought to implement the Tokyo Declaration's
provisions on reciprocity in its tariff negotiations with developing
countries by seeking concessions which reflected the respective

-
-
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countries® trade, financial and development status. Special
and differential treatment was provided in several other ways.
Where posaﬁle, and taking into account the domestic impact,
the UnitediBtates made greater than average tariff reduction
on products “principally supplied by developing countries. The
United States also agreed to accelerate the implementation of
tariff reductions on certain products principally supplied by
developing countries with whom bilateral MTN agreements were
concluded.

The United States also has been mindful of its commitment to
provide special and differential treatment in its application
of the nontariff measures codes to developing countries. The
United States has recognized those provisions of the Standards,
Licensing and Customs Valuation codes which allow derogations
for developing countries experiencing problems in meeting certain
code obligations., Similarly, in the case of the Standards Code
and the Customs Valuation Code, the United States has recognized
those provisions which call for special technical assistance
for developing countries. For example, in 1983, the U.S. Customs
Service developed a training course for foreign customs officers
from developing countries in the adminstration and application
of the Valuation Code. Customs officers from 13 Caribbean nations
attended the first course session, held in August 1983,

In applying the Subsidies/Countervailing Measures Code to developing
countries, the United States has attempted to encourage developing
countries to make commitments to phase out existing export subsidies
cver time, according to their development needs, in order to
foster a greater reliance on prices and market forces as detemminants

of trade flows. P

3. Measures for the Least Developed Couniriesg: Accelerated
staqi £ MTN Tariff Reducti

As a general rule, the tariff concessions agreed to by the United
States in the Tokyo Round are to be implemented in eight annual
stages, with the first cuts generally having taken place on
January 1, 1980, and the last to take effect on January 1, 1587.
However, the United States agreed to implement fully, without
staging, a2ll negotiated U.S. duty reductions (except textile
and apparel precducts subject to the Multifiber Agreement) on
imports from 27 countries and territories considered to be the
poorest and least developed of the developing countries, as
defined in the United Nations General Assembly list of “"Least
Developed Countries"™ and which are beneficiaries under the U.S.
General ized System of Preferences (GSP) program. The full reduction
on products imported f£rom these countries became effective January
1, 1980.
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The Onited States has been, and continues to be, the largest
provider of official development assistance, contributing approx-
imately 25 percent of the total contributions by all DECD Development
Agssistance Committee (DAC) member countries. Moreover, the
level of U.S. economic assistance has been increasing despite
overall budgetary constraints and reductions in domestic spending
programs.

In its bilateral economic assistance program the United States
has pursued a strategy of addressing the basic long-term development
constraints of a country. The removal of these constraints
is essential to long-term stability and continued economic growth.
Accordingly, all U.S. assistance efforts and programs have emphasized
and encouraged the adoption of sound economic policies by the
recipient with the objective of promoting sustained growth,
and an increased reliance on the private sector as a vehicle
for promoting development, while creating and strengthening
the country's institutional capacity, and increasing the capacity
of the country to develop indigenous technology as well as adapt
technology to domestic .conditions.

Some projects sponsored by AID are directly related to increased
export production. PFurthermore, by strengthening a country’'s
capacity to produce an increased volume of goods and services
more efficiently, most AID assistance, even when not directly
focused on increasing developing countries' export production,
will have indirectly the long term effect of increasing their
export potential. A

2. Irade and Development Program

The Trade and Development Program (TDP) was established in 1980
for the purpose of financing feasibility studies to be used
in the identification and development of high priority projects
in developing countries. A typical feasibility study assists
a developing country government with the design, engineering,
and construction of a high priority project and enables it to
evaluate the economics of the project and incorporate its imple-
mentation ‘in a development plan, and then seek financing from
appropriate sources. The .Program has sponsored feasibility
studies in such areas as energy development, telecommunications,
transportation, minerals development, agribusiness, and industrial
development. While one of the objectives of this program is
to facilitate the sale of U.S. goods and services which may
result as a follow-up to a feasibility study, many of the projects
it is assisting directly or indirectly enhance the export earning
capacity of the host country and broaden its export base through
production diversification.

-
-
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Below are a few illustrative examples of ongoing or proposed
U.S. assistance projects and studies which are directly related
to LDC export potential:

-~ Support for the Export Promotion Fund throughout Central
America. This fund provides pre-export and/or export financing
for non-traditional agricultural commodities.

-—- Support for the Caribbean Action Trade Company (CATCO) which
will facilitate increased exports of a2 number of CARICOM countries,

— Punding of a series of prcjects in Somalia which have supported
livestock production, that country‘'s predominant foreign exchange
earner. This year, a Livestock Marketing project will be initiated
to facilitate access to foreign markets.

-- A major effort to assist small to medium size private and
cooperative agricultural and industrial enterprises (e.g., coffee
and oil seed processing, cotton ginning, etc.) to resume £full
productive potential in order to help Uganda restore its former
export capacity.

-= A cost-sharing reimbursement agreement with Caribbean Agri-
Systems, an affiliate of the Caribbean Basin .Corporation, to
study the feasibility of growing and exporting winter vegetables
to the United States, and the production of field crops, vegetables
and spices for export during the “off-season.”

-— Peasibility studies which when carried out as projects will
enhance and facilitate significantly the export potential of
countries and promote export earnings stability through ecohomic
diversification. These studies cover industrial development
surveys in China, coxl mining and coal utilization in Indonesia
and the Philippines, cobalt mining in Peru, phosphate mining
in Tunisia, agribusiness in Turkey and the Caribbean, and a
mineral shipping port in Gabon.

D. ZIRADE FINANCE PROGRAMS

United States trade finance programs have helped finance a large
volume of U.S. exports to developing countries since 1970.
Between 1970 and 1983, the Export-Import Bank authorized $70.3
billion in credits, guarantees, and insurance to support exports
to developing countries, accounting for almost two-thirds of
Exim-bank's total authorizations. Direct credits, which were
usually offered. at subsidized rates to counter foreign, subsidized
competition, totaled $26.3 billion from 1970-1983. Current
Eximbank exposure in developing countries amounts to $21.9 billion,
or 70.7 percent of its total exposure.
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Since 1956, the Commodity Credit Corporation (CCC) has helped
finance developing countries' imports of U.S. agricultural commod-
ities, totaling $10.8 billion dollars. This represents over
60 percent “of total financial assistance extended during that
28 year period. Between 1956 and 1980, developing countries
received $4.3 billion in direct credits. Between 1981 and 1983,
CCC authorized $6.5 billion in gquarantees to developing countries,
or 76 percent of the total guarantee budget. CCC's current
exposure to developing countries is $7.3 billion, or 73 percent
of its total exposure.

The programs funded by CCC are of two types--credit guarantees
and blended credit. The blended credit is a combination of
credit guarantees and interest-free direct credit. The repayment
period for credit guarantees and blended credit can be up to
three years. 1In this fiscal year, $4 billion is available for
the credit guarantee program and up to $175 million of direct
credit is available for the blended credit program.

E. QTHER MEASURES
1. Toe Caribbean Basin E ic R P

Together with Canada, Mexico, Venezuela, and Colombia, the United
States has undertaken efforts to restore stability and prosperity
to the Caribbean Basin. The small and fragile economies of
this region have been seriously affected by escalating costs
of imported oil, declining prices for their major exports (sugar,
coffee, etc.), a shrinking of export markets due to world-wide
recession, and a decline in tourism. To meet the soaring cost
of imports—-—imports which are essential to the smooth functioning
of their economies--these nations must now sell far greater
quantities of their traditional export goods than was the case
only five years ago.

In an effort to respond to the situation faced by these countries,
the Administration proposed the Caribbean Basin Econcmic Recovery
Act (CBERA), whick was approved by the Congress in July and
signed into law by the President on August 5, 1983. The CBERA
is a multi-faceted development program combining trade and tax
liberalization with tailored financial assistance programs.
Intended to promote self-sustaining revitalization of the econmies
of the 27 nations of the Caribbean basin, the measures are designed
to catalyze expansion of local productive capacity in resporse
- to the opening of new markets for Caribbean exports, and to
assist the develomment of key service sectors of their economies,
especially tourism. -

The centerpiece of the U.S. program is the temporary extension
of one-way, duty-free access to the U.S. market for goods from
the Caribbean nations. Duty-free treatment is to be extended
on all products with the exception of textiles and apparel,
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footwear, petroleunm, leather apparel, and canned tuna fish.
The granting of duty-free access will be uninterrupted for a
period of I2 years. The duty-free tariff provisions of the
CBERA will® result in improved access to the U.S. market for
the exports of the Caribbean countries. At the present time,
approximately 80 percent of these countries' non-petroleum exports
enter the United States duty-free, either on a most-favored
nation basis or under the U.S. GSP program. The CBERA will
ensure a security of market access for these products, while
providing an incentive for Caribbean countries to diversify
their production of goods to be exported to the U.S. market,

The program also offers the beneficiary nations the prospect
of important new investors in the agricultural and manufacturing
sectors of their economies. By providing the Caribbean special
access to the U.S. market, under a concessionary trade reginme,
the attractiveness of the Caribbean as a target for new venture
capital will e enhanced. New capital will scon generate new
export inccme in non-traditional as well as traditional export
products. For the Caribbean states, these export earnings will
provide the wherewithal to reduce social tensions, through improved
living conditions for all members of their societies.

The trade, investment and tax elements of the CBERA were developed
in close consultation with the governments of the region, and
with the private sectors and labor movements represented in
each of the countries. Of equal importance has been the input
of U.S. entrpreneurs with experience in this region. Both groups
contributed greatly tc the choice of specific program elements.
There has been a strong positive reaction from the public and
private groups who are the targets of this program's incentives.

2, L.S. Bilateral Investment Treaty Program

In 1982, U.S. direct investment abroad totalled $221 billion,
one-fourth of which was in developing countries. Despite the
large amount of U.S. direct investment already in developing
countries, the Administration is convinced that the U.S. private
sector can play an even greater role in the future in the global
development process. Accordingly, in December 1981 the Admini-
stration launched the Bilateral Investment Treaty (BIT) Program,
to facilitate, inter alia, greater 0O.S. investment in developing
countries.

The BIT program can assist developing countries in maintaining
a favorable foreign attitude towards their foreign investment
policies. As world wide competition for capital intensifies,
developing countries will have to maintain an open investment
climate if they wish to attract foreign investment. This will
requires that they specify and guarantee the "rules of the game"”
that will apply to foreign investors in their development plans.
Bilateral investment treaties are designed to provide an agreed
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and stable legal framework for those interested in pursuing
investment .opportunities in developing countries. Conclusion
of a BIT will allow a developing country to send a positive
signal to prospective investcrs as to that country's favorable
investment environment. Accordingly, the BIT program can be
especially valuable to developing countries which wish to use
it as a2 complement to their other efforts to attract foreign
direct investment.

To date, the United States has discussed the BIT program with
over 40 developing countries, and has entered into negotiations
with 15 of them. By the end of 1983, the United States had
signed BITs with Egypt, Panama, Haitl and Senegal. The United
States expects to conclude several more BITS in 1984, and to
initiate negotiations with 5-10 additional countries.

V. 1.S. TRADE POLICY MPASURES IN LICIOT OF THE COMMITMENTS
CONTAINED IN GATT ARTICLE XXXVII

A. TARIFF MEASURES
1. Repefits for Developing Countries from U.S. MTN Concessions

As a result cf the Tokyo Round negotiations, the United states
made tariff reductions averaging 26 percent on $10 billion of
U.S. imports of industrial products from developing countries.
Reductions in sectors of particwlar interest to developing countries
included consumer electronics, where average duties were reduced
to 4.6 percent, other electronics, where average tariffs were
lowered to 4.7 percent, and certain manufactures, where avarage
duties were cut by over 50 pezcent to 4.7 percent. Developing
country exports to the United States in these three sectors
alone amounted to $4 billion (1976 trade).

In the agricultural sector, approximately $860 million (1976
trade) in imports were covered by U.S. duty reductions made
at the request of developing countries. The average depth of
cut of these reductions was 49 percent. The U.S. market was
generally open to agricultural imports from developing countries
before the Tokyo Round negotiations, with duties averaging about
4 percent and approximately 40 percent of all agricultural products
entering duty free. Once the Tokyo Round concessions are fully
implemented, the average duty on agricultuvral imports from developing
countries will be 2.6 percent. .

In recent years, the United States Congress has temporarily
suspended or permanently eliminated tariffs on a number of items
principally supplied by developing countries. These products
include such diverse items as silk yarn, cantaloupes, and clock

-
-
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radios. Approximately $156 million in annual U.S. imports benefitted
from these guapeusions.

3. Tariff Negotiations under GATT Article XXVIII

The United States has sought reciprocity from developing countries
in negotiations held under GATT Article XXVIII. However, in
conducting these negotiations, the United States has rnot requested
that developing countries make concessions which are inconsistent
with their development, financial, or trade needs. 1In some
cases, this has meant accepting substantial across the board
tariff increases on bound items and the reduction of the number
of products subject to tariff bindings in GATT schedules. The
United States has requested some reasonable concessions in return
in these instances, as developing countries should not be excused
entirely from their obligations under this Article of the GATT.

B. NONTARIFF BARRIERS

As a general tenet of its trade policy, the United States has
strived to avoid imposing nontariff barriers to trade, preferring
instead to requlate trade through the use of tariffs. In this
regard, the United States has been particularly mindful of the
provisions of GATT Article XXXVII which encourage contracting
rarties to refrain from intreducing, or increasing the incidence
of, nontariff barriers on products of export interest to developing
countries,

The United States maintains a minimum number of nontariff measures,
notwithstanding those regulating trade in certain agricultural
products and certain textile and apparel products (aescrlbed
below) which are maintained pursuant to international agretment
or joint action by the Contracting Parties.

C. ZEISCAL MEASURES

The United States does not maintain fiscal measures which are
intended to hinder the exports of developing countries. The
few excise taxes in existence, such as Federal and State excise
taxes on tobacco products and alcoholic beverages, are collected
on a non-discriminatory basis, and have not had an incrdinate
effect on exports of developing countries. State sales taxes
are also non-discriminatory, and in some cases food items and
other necessities are not taxed. _

- Import fees on certain agricultural products, authorized by
Section 22 of the Agricultural Adjustment Act of 1933, are not
considered fiscal measures as their intent is to protect the
domestic price support system and not to raise revenue.
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D. IRADE IN AGRICULIURAL PRODUCTS

The average rate of duty on all agricultural products imported
in to the United States in 1983 was 3.4 percent. The average
tariff rate on dutiable imports was 6.8 percent. Nearly half
of all imported agricultural products entered duty free, either
on a most-favored nation basis or under the 3SP program. Imports
of agricultural products under the GSP program in 1983 amounted
to $1.03 billion.

Imports of most agricultural products are subject only to tariffs,
with the following exceptions:

Imports of peanuts, cotton, certain dairy products, and certain
sugar blends, mixtures, and syrups are subject to quota restriction
under Section 22 of the Agricultural Adjustment Act of 1933,
as amended. The quota for peanuts is global and no licenses
are required. Global quotas are in effect for some co:ton items.
For other cotton items, quotas are allocated on a ccuatry basis.
In both cases, no licenses are required and the quotas are admin-
istered on a first come, first served basis.

Similarly, the gquotas on some dairy products are global, while
others are allocated on a country basis. The quotas for several
dairy products are administered through licenses. The application
period for such licenses begins each year on August 1 and ends
on November l. The quotas ¢ dairy products include quotas
on chocolate and animal feeds that contain milk or milk derivatives.

Imports of sugar are subject to quota restriction under thne
Trade Expansion Act of 1962. They also are subject to import
fees imposed under the authority of Section 22 of the Agricultural
Adjustment Act of 1933, as amended.

The Meat Im>ort Act of 1979 requires gquotas on certain meats
(primarily beef and veal) under certain circumstances. No such
quotas are in effect now.

E. IRADE IN TEXTILFE AND APPAREL PRODUCTS

The United States is a signatory to the current Multifibre Arrange-
ment (MFA). In 1981, U.S. negotiators played a leading and
constructive role in bringing about agreement between the major
importing and exporting countries tc extend the MFA through
July 31, 1986,

Under the umbrella of the MFA, the United States currently maintains
27 bilateral agreements which contain specific restraint levels
with supplying countries. Each of these bilateral agreements
provides for trade growth, assured market access, and consultation
procedures to resolve questions which may arise, including possible
action with respect to products not under restraint. The United
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States also has consultation agreements with eleven other countries
which prescribe the procedures to be followed in establishing
specific rentralnt levels.

As envisioned in the objectives of the MFA--i.e., inter alia,
to facilitate the orderly expansion of trade in textiles, U.S.

" policies have contributed to the expansion of import trade into
the U.S. market. Imports of textiles and apparel have increased
substantially since the MFA was implemented in January 1974,
with the growth in imports particularly marked in recent years.
For example, in 1983, U.S. imports of textiles, fiber, and apparel
increased by 25 percent over the previous year. During the
period 1980-1983, C.S. imports grew about 50 percent, an increase
which far exceeded growth in the U.S. domestic market and which
occurred during a period of relatively flat production in the
United States.

Last December, the Administration announced additional criteria
for use by the U.S. Government in identifying imports of particular
products from particular suppliers which might be contributing
to disruption or the threat thereof in the U.S. market, as set
forth in the MFA., These criteria do not modify U.S. application
of the procedures of the MFA or the terms of bilateral agreements
negotiated by the United States under it. They are intended
to help the U.S. Government resolve the very important problem
of facilitating a continuing expansion of trade in textiles
while at the same time avoiding unacceptable disruption of the
D.S. domestic market.

In deciding when to request consultations, preparing market
assessments, conducting bilateral consultations, and discussing
U.S. actions with other MFA signatories, the United States will
continue to base its requests for consultations on the criteria
of market disruption contained in Annex A of the MFA., The MFA
will continue to be the governing framework with which U.S. textile
trade policy will be conducted, and the United States will continue
to implement its textile program and the bilateral agreements
it has negotiated, in accordance with the MFA's provisions.

F. CONSULTATIONS

The United States has actively participated in bilateral and
plurilateral consultations within the Committee on Trade and
Development (CTD) and other GATT fora with the purpose of exploring
possibilities for further action to promote the econocmic development
of developing countries and to expand trade between developing
and developed countries.

As evidenced by its participation in the present series of con-
sultations, the United States is willing to consult with the
Contracting Parties on matters relating to its implementation
of Part IV of the General Agreement, in accordance with the
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objectives set out in Article XXXVI.

Since the adoption of Part IV of the GATT, the United States
has participated in many joint actions to improve access to
world markets for primary products of particular export interest
to developing countries. The United States also has participated
in efforts to devise measures designed to stabilize and improve
conditions in world markets for primary products, including
measures designed to attain stable, equitable and remunerative
prices for exports. In particular, the United States has helped
to negotiate and implement international commodity agreements
designed to stabilize world market prices for coffee, sugar,
rubber and tin. The United States elected not to join the present
tin and cocoa agrecements because those agreements did not provide
for large enough buffer stocks to defend the negotiated price
ranges.

The United States has consistently viewed price stabilizing
commodity agreements as eccnomic instruments that should be
designed to moderate price fluctuations around long term trends
thereby protecting the interests of consuming as well as producing
countries. Consequently, the United States examines each proposed
commodity agreement to weigh its economic provisions as well
as the need and feasibility of such an agreement. The United
States has signed the agreement for a common fund for commodities.
It will consider ratifying that agreement when there is an indication
of which, if any, of the buffer stocking international commodity
agreements intend to associate with the Common Fund.

The United States believes that international commodity agreements
designed to promote market transparency and research and develomment
may £fulfill some of the objectives of Part IV, as noted in Article
XXXV1, paragraph 4. Por that reason, the United States recently
joined the International Jute Organization and has participated
in the negotiations of the International Tropical Timber Agreement.
These two agreements should serve as focal points for producers
and consumers to exchange market information and to cooperate
on research, development and marketing efforts. Consequently,
producers of these two primary products should gain greater
access to the international markets for these commodities and
the rates of production and consumption of these commodities
should become more stable as the market becomes more transparent.

In addition, the United States belongs to four international
commodity study groups: the International Lead and Zinc Study
Group, the International Rubber Study Group, the International
Cotton Advisory Committee, and the UNCTAD Committee on Tungsten.
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These groups also promote market stability by gathering and
publishing data on historical and projected rates of production
and demand %pr those primary products.

The United States is a member of UNCTAD, and believes that UNCTAD
has the potential to contribute to international understanding
of the global problems surrounding trade and development.

The United States is a2 major supporter of the UNCTAD/GATT Inter-
national Trade Center (ITC) through its payments to the regular
UNCTAD and GATT budgets. The UNCTAD and GATT contributions
to the ITC provide almost a third of ITC operating funds. 1In
addition, the United States supports ITC activities ‘through
direct contributions to the United Nations Development Program
(ONDP) which finances a number of ITC projects in developing
countries.
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12.
13.
14.
15.

Uu.s.

BENEFICIARY

TAIWAN

HONG KONG
KOREA, SQUTH
MEXICO
BRAZIL
YUGOSLAVIA
ZAMBIA
ISRAEL
GUATEMALA
SINGAPORE
ARGENTINA
INDIA
PHILIPPINES
BOTSWANA
PERU

ALL OTHERS

TOTAL

1976 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE

GSP FREE IMPORTS

$727,987,182
$3646,916,59¢
$327,459,733
$253,062,120
$214,741,992
$§154,316,121

$151,218,923

$116,155,684
877,070,449
$73,238,336
$71,761,332
$61,6364,953
$59,349,060
$54,317,807
$43,65%,752
$427,107,413

$3,160,292,9%5!
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Table 7

CF TOTAL
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Table 8
U.S. 1977 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE
>
BENEFICIARY GSP FREE IMPORTS % QF TOTAL '
1. TAIWAN $911,577,105 23.5%
2. KOREA, SOUTH $531,5Q5,129 13.7%
3. HONG KONG $435,995,86°% 12.5%
4., MEXICQO $368,309,728 9.5%
5. BRAZIL $3643,319,410 8.9%
6. ISRAEL $146,2%94,589 3.8%
7. YUGQSLAVIA $115,614,377 3.0%
8. SINGAPORE $106,692,255 2.8%
9. PHILIPPINES $77,462,959 2.0%
10. ARGENTINA 877,322,726 2.0%
11.  INDIA $76,218,117 2.0%
12. PORTUGAL $56,358,131 1.6%
13. GUATEMALA $462,387,%87 1.1
14. PERU $33,305,498 1.0%
15. MALAYSIA $33,335,83¢ 0.9%
ALL OTHERS $463,392,358 12.1%

TOTAL

$3,878,007,353
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BENEFICIARY

TAINWAN
XOREA, SOUTH
HONG KONG
BRAZIL
MEXICGC
ISRAEL
SINGAPORE
YUGOSLAVIA
ARGENTINA
INDIA

CHILE

PERU
PORTUGAL
PHILIPPINES
URUGUAY

ALL OTHERS

TOTAL

1978 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE

GSP FREE IMPQORTS

$1,433,371,890

$647,601,150
$§537,478,245
$468,051,05¢4
$§458,253,697
$1%2,019,422
$153,231,35°9
$§152,233,027
$163,023,162
$120,09%,381
$37,003,475
$75,327,22¢%
$§72,385,091
§70,964,637
$53,%39,372
$§5330,192,2153

$5,204,219.,401

Table 9

% QF TOTAL

27.5%
12.6%
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Table 10
U.S. 1979 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE
BENEFICIARY GSP FREE IMPORTS ) % OF TQTAL ¥

1. TAIWAN $1,720,898, 541 27.4%

2. KOREA, SQUTH 3749,927,248 11.9%

3. HONG KONG $629,279%,665 10.0%

4. MEXICO $545,960,542 8.7%

S. BRAZIL $545,532,865 8.7%

6. ISRAEL $282,988,704 4.5%

7. SINGAPQORE $231,654,208 3.7%

8. YUGQOSLAVIA $166,444,078 . 2.7%

9. INDIA $137,366,153 2.2%

10. PHILIPPINES $136,761,138 2.2%
11. ARGENTINA $101,626,783 1.86%
12. PORTUGAL $93,415,517 1.3%
13. PERU $91,659,313 t.35%
{4. ROMANIA 332,643,654 1.3%
15. CHILE §70,773,4119 1.9%
ALL CTHERS 3893,040,255 11 %

TOTAL $6,27%9,976,7950
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U.S. 1980 TAP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE

>

BENEFICIARY GSP FREE IMPORTS % OF TAOTAL '
1. TAIWAN $1,811,890,063 25.0%
2. HONG KONG $795,070,607 t1.0%
3. KGREA, SOUTH $765,060,829 10.6%
4. MEXICO $506,645,3557 7.0%
S. BRAZIL $438,025,926 6.1%
6. SINGAPORE $299,558,837 G6.1%
7. ISRAEL $230,321,782 3.2%
8. ARGENTINA $210,824,99¢% 2.9%
$. YUGOSLAVIA $176,763,813 2.4%
10. COLOMBIA $138,771,651 1.9%

11. INDIA $§136,850:194 1.9%

12. PHILIPPINES $136,735,0%90 1.9%
t3. CHILE $119,370,050 1.7%
14. ZAMBIA $106,326,540 1.5%
15. THAILAND $106,2156,267 1.4%
ALL OTHERS $1,285,346,9¢7 17.8%8

TOTAL $7,240,079,427



- NV, I R VTN N

15,

u.s.

BENEFICIARY

TAIWAN
KOQREA, SOQUTH
HONG KONG
MEXICO
BRAZIL
SINGAPQRE
ISRAEL
ARGENTINA
YUGOSLAVIA
THAILAND
INDIA
PHILIPPINES
PORTUGAL
coLgMBaIa
ROMANIA

ALL QTHERS

TOTAL

1981 TOP 15 GSP BENEFICIARIES
BASED UPQON GSP FREE TRADRE

GSP FREE IMPORTS “

$2,224,%9Q07,558
$8%0,091,913
$795,440,582
$633,478,087
$514,592,282
$382,347,301
$324,493,693
$278,8398,904
$189,970.,446
$172,782,08%
$163,898,574
$5133,216,835
$113,4607,134
$112,370,333
$108,544,%33
$1,359,358,757

$8,395,499,065
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Table 12

QF TOTAL

26.5%
10.6%

9.5%
7.5%
6.12%
4.6%
3.9%
3.3%
2.3%
2.1%
1.9%
.67
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U.S. 1982 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE

BENEFICIARY GSP FREE IMPORTS % CF TOTAL
t. TAIWAN $2,333,387,753 27.7%
2. KOREA, SQUTH $1,089,231,837 12.9%
3. HONG KONG $§794,891,46424% 9.6%
4. MEXICQO $599,%94,939 7.1%
S. BRAZIL $§563,875,112 6.7%
§. SINGAPORE $429,378,869 5.1%
7. ISRAEL $437,196,577 4.8%
8. INDIA $187,534,910 2.2%
. YUGOSLAVIA $179,47%,09%96 2.1%
10. ARGENTINA $173,224%,3446 2.1%
11. THAILAND $161,841,238 1.9%
12. CHILE $143,9%7,518 f.3%
13. PHILIPPINES $137,654,607 1.6%
t4. PERU $103,981,952 1.2%
15. PORTUGAL $102,632,89% {.2%

ALL CTHERS $1,012,007.,6180 12.0%

TOTAL $83,%25,610,483
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Table 14
U.S. 1983 TOP 15 GSP BENEFICIARIES
BASED UPON GSP FREE TRADE
BENEFICIARY GSP FREE IMPORTS % OF TOTAL

t. TAIWAN $2,981,337,842 27.7%

2. XKOREA, SQUTH $1,523.890,3646 16.2%

3. HONG XCNG $1,102,186,00¢ 1t2.2%

4. MEXICO $8724,5%4,436 §.7%

S. BRAZIL 8632,784,233 5.%%

6. SINGAPORE 512,090,083 &.8%

7. ISRAEL $474,027,815% “.6%

8. PHILIPPINES 8257,615,647 2.6%

9. VENEZUELA $239,050,823 2.2%

18. ARGENTINA $2264,964,947 2.1%
t1. INDIA $18t,361,327 1:7%
12. YUGOSLAVIA $162,262,945 . 1.8%
13. PERU $150,205,Q034 1.4%
16. THAILAND $118,268,273 1.1%
15. PORTUGAL $106,798,869%4 1.0%
ALL OTHERS $1,372,%926,41¢ 12.3%

TOTAL $10.76%,404,59%¢
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»

BENEFTCIARY COUNTRIES IN THE U.S. GENERALIZED SYSTEM OF PREFERENCES .

angela

Antigqua and Barbuda

Argentina

Bahanmas,

Bahrain

B8angladesh

Barbados

Belize

Benin

Bhutan

Bolivia

Botswana

Brazil

Bruneil

Burma

Burundi

Cameroon

Cape Verde

Central African
Republic

Chad

Chile

Colombia

Comorcs

Congo

Costa Rica

Cyprus

Diibouti

Dominica

Dominican Republic

Ecuador

Egvpt

£1 Salvador

Equatorial Guin-ra

Fiji

Gambia,

Ghana

Grenada

Guatenala

The

The

Independent Countries
Guinea
Guinea Bissau
Guyana
Baiti
Honduras
India
Indonesia
Israel
Ivory Coast
Jamaica
Jordan
Renya
Riribati
Rorea, Republic of
Lebanon
Lesotho
Liberia
Madagascar
Malawi
Malaysia
Maldives
Mali
Malta
Mauritania
Mauritius
Mexico
Morocco
Moz ambigue
Nauru
Nepal
Nicaragua
Niger
Cman
Pakistan
ranama
Papua New Guinea
Paraguay
Peru

Philippines

Portugal

Romania

Rwanda

Saint Lucia

Saint Vincent and
The Grenadines

Sao Tome and Principe

Senegal
Seychelles
Sierra Leone -
Singapore
Sclomon Islands
Somalia

Sri Lanka
Sudan
Suriname
Swaziland
Syria

Taiwan
Tanzania
Thailand
Toge

Tonga
Trinidacd and Tobago
Tunisia
Turkey

Tuvalu

Cganda

Upper Velta
Czuguay
Vanuatu
Venezuela
Western Samoa
Yemen (Sanaa)
Yugoslavia
Zaire

Zambia
Zimbabwe
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Bermuda

British Indian Ocean

Territory
Cayman Islands
Christmas Island

(Australia)
Cocos (Reeling)

Islands
Cock Islands
Falkland Islands

(Islas Malvinas)
French Polynesia

Gibraltar

Beard Island and
McDonald Island

Hong Rong

Macau

Montserrat

Netherlands
Antilles

New Caledenia

Niue

Norfolk Island

Pitcairn iIslands

Saint Christopher-
Nevis

Saint Helena

Tokelau

Trust Territory
of the Pacific
Islands

Turks and Caicos
Islands

Virgin Islands,
British

Wallis and Futuna

Western Sahara



