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SUMMARY OBSERVATIONS

(1) The United States in World Trade

1. As the world's largest single economy, the United States continues to

play a major part in world trade. It is the world's largest individual

merchandise importer, accounting for 144 per cent of world imports in 1990.

United States exports accounted for 11½ per cent of world exports in 1990,
but dropped to second place behind Germany.

2. The recession which took hold in the United States during 1990 played

a part in slowing down growth in world trade as U.S. import demand became

sluggish. Import volume growth declined from 6.3 per cent in 1989 to

3.9 per cent in 1990. U.S. exports of merchandise, on the other hand,

continued to expand strongly in 1990. As a result, the ratio of

merchandise trade (exports plus imports) to GDP rose from 16.2 per cent in

1988 to 16.8 per cent in 1990.

3. The United States' merchandise trade deficit declined by 15 per cent

between 1988 and 1990, to US$108 billion. This trend has continued in

1991. As trade in services continued to show & substantial surplus, the

current account deficit fell from US$129 billion in 1988 to US$92 billion

in 1990, or less than 2 per cent of GDP. The current account deficit is

forecast to decline further to around US$9 billion in 1991, partly due to a

one-off inflow of official transfer payments (US$40 billion) related to the

Gulf war.

4. The European Communfties, Canada and Japan continue to be the major

trading partners of the United States, jointly accounting for over half of

U.S. merchandise trade. However, double-digit growth In the last two years

was recorded in U.S. exports to a number of developing countries,

particularly in Asia and in Latin America.
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5. The rapid growth in the United States' agricultural exports during

1987-1989 slowed in 1990, and agro-based products remained at about

11 per cent of merchandise exports.

6. Robust growth, on the other hand, was recorded between 1988 and 1990

in exports of high-technology manufactured goods such as aircraft,

automatic data processing machines, and telecommunications equipment.

Interdependence between the United States and the rest of the world economy

has also been intensified through growing U.S. direct investment abroad, as

well as by foreign direct investment in the United States. About

40 per cent of U.S. direct investment abroad and a similar share of foreign

direct investment in the United Srates have been directed to manufacturing,

accelerating the global integration of manufacturing industries. About

25 per cent of U.S. merchandise exports and 15 per cent of imports are

currently estimated to be intrafirm trade.

(2) Institutional and Legal Framework

7. Since the first trade policy review of the United States in 1989, the

overall institutional and legal framework for United States trade policy

has been largely unchanged, However, some significant modifications to

existing trade laws and programmes affect policy formulation and could have

a major impact on the multilateral trading system.

8. Congress extended the 'fast track' procedures under the 1988 Omnibus

Trade and Competitiveness Act for two years until 1 June 1993. Without the

extension, the resumption of the Uruguay Round negotiations in the spring
of 1991 would have faced serious difficulties. The 'fast track' authority

is also applicable to the negotiation of a North American Free Trade

Agreement among Canada, Mexico and the United States, and may be extended

to the "Enterprise for the Americas Initiative' promoting other trade

agreements within the American continent.
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9. The Food, Agriculture, Conservation, and Trade Act of 1990 (the Farm

Act) extended and enlarged the scope of existing agricultural supports as

well as export assistance programmes, for five years. Its provisions were

backed up by the Omnibus Budget Reconciliation Act of 1990, containing a

Uruguay Round "trigger" providing that, if no agreement on agriculture is

concluded by 30 June 1992, the United States Administration will be

required to increase export subsidies by US$1 billion per annum in fiscal

years 1994 and 1995, and further to increase assistance to specific U.S.

agricultural products.

10. The Omnibus Budget Reconciliation Act of 1990 also contains an

important provision called the "pay-as-You-go" test. Under this test, any

new mandatory revenue-losing proposal by a Government agency must be offset

by a corresponding decrease in other mandatory spending or by an increase

in revenue. Although the test does not apply to multilaterally-agreed

tariff reductions in the Uruguay Round, which are covered by Presidential

negotiating authority, it will apply to Uruguay Round agreements on

non-tariff measures, free trade agreements, tariff preference programmes,

and other trade laws and provisions. The test may constrain the

Administration's ability to conclude international trade agreements or to

launch autonomous trade liberalization measures.

11. The "Super 301" process, introduced for two years under the 1968

Omnibus Trade and Competitiveness Act, expired in 1990. However, normal

Section 301 procedures as well as "Special 301' and other provisions on

Government procurement and on trade in telecommunications remain

12. Section 337 of the Tariff Act of 1930, mainly concerning patent

infringement, has not yet been amended, despite a 1989 Panel report which

found certain procedural aspects of the law in violation of GATT. A number

of investigations have been conducted and some exclusion orders have been

issued on the basis of the existing law. The United States has stated that

it would most likely amend Section 337 in the context of legislation

implementing the results of the Uruguay Round.
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13. Other trade laws enacted during the last two years include the

Customs and Trade Act of 1990, which reformed the customs user fee and

reinforced export controls on logs from public land, and the Caribbean

Basin Economic Recovery Expansion Act of 1990, which has put duty-free
preferences for designated Caribbean countries on a permanent footing.

(3) Trade Policy Features and Trends

(i) Evolution since the first review

Uruguay Round

14. The United States Administration continues to give top trade priority

to the successful completion of the Uruguay Round negotiations. The

United States participates fully in all negotiating areas.

15. Some temporary tariff cuts have been introduced, pending final

Uruguay Round results. Thus, implementation of tariff reductions on some

tropical products were implemented in mid-1989 on a provisional basis as

part of the Mid-Term Review package; and the Customs and Trade Act of 1990

included duty suspensions and temporary reductions, as well as the

extension of existing duty suspensions on a number of items, mostly

chemical products, until 31 December 1992.

Other trade facilitating measures

16. The United States continues to use the extension of most-favoured

nation and GSP treatment as a policy instrument linked to desired reforms

in other countries. Denial of m.f.n. treatment imposes significant costs

on a trading partner, as the United States retains substantial differences

between m.f.n. and non-m.f.n. tariffs.

17. in 1990, the United States accorded m.f.n. tariff treatment to the

Czech and Slovak Federal Republic, and in 1991 this treatment, as well as
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the m.f.n. treatment accorded to Hungary, was made permanent. Currently

only two GATT contracting parties (Cuba and Romania) remain denied or

suspended m.f.n. tariff treatment by the United States. Under the Trade

Enhancement Initiative for Central and Eastern Europe, announced by the

President in July 1991, an intensive review of internal and external

barriers to U.S. trade with the region is underway.

18. The coverage of the United States GSP programme has been expanded to

the Czech and Slovak Federal Republic, Hungary, Namibia and Poland;

suspension of Chile and some others from the programme has been lifted;

and its product coverage has been expanded, particularly to four Andean

countries (Bolivia, Colombia, Ecuador and Peru) to assist them in

controlling drug trafficking, and to east European countries to support

their economic reforms.

19. During the last two years, the United States Government acted to

implement the recommendations of three Panels, in order to bring measures

into conformity with GATT provisions. These actions concerned the

'Superfund' tax, the customs user fee and the import quota on sugar.

20. Quantitative restrictions on imports of cotton comber waste, which

had been covered by the GATT waiver granted to the United States in 1955,

were suspended indefinitely in November 1990 following an ITC

recommendation. The volume of import quotas for peanuts was temporarily

increased in July 1991 for the period of one month.

21. In September 1989, the United States terminated GATT Article XIX

safeguard actions on specialty steel. Currently there is no Article XIX

action in effect. At the end of September 1991, the OMA with China on

imports of tungstic acid and other products under Section 406 (market

disruption from non-market economy), which had lasted for four years, was

terminated.
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22. Noticeable changes in measures directly affecting U.S. exports

included extensive decontrols of COCOM-related export restrictions, both in

1990 and 1991.

23. The Administration has also prevented certain trade-restrictive

legislation from being enacted. One notable example was the Textiles,

Apparel, and Footwear Trade Bill of 1990, which was vetoed by the President

in October 1990 on the ground that the Bill was blatantly protectionist.

Preferential trade arrangements

24. At the time of the initial trade policy review in 1989, the

United States maintained free-trade agreements (FTAs) with Canada and

Israel. Non-reciprocal preferential duty-free prograimes were also

maintained for Caribbean Basin countries. The possibility of expansion of

these arrangements was not thought likely.

25. Since 1990, however, the United States has moved rapidly to expand

the network of regional trade arrangements. The first is a proposed North

American Free Trade Agreement with Canada and Mexico, the negotiations for

which began in mid-June 1991 and are expected to be concluded within the

time limits of the extended 'fast track' procedures.

26. Further,the 'Enterprise for the Americas Initiative' (EAI) includes a

long-term goal of concluding free trade agreements encompassing all of the

Forth, Central and South Americas. In this connection, "framework'

agreements for close cooperation on trade issues have been concluded with

twelve individual and two groups of countries. Preliminary discussions

have begun with Chile on the feasibility of negotiating an FTA. A Bill to

implement investment, debt and environmental elements of the initiative is

also currently under consideration in Congress.

27. The third initiative is the proposed Andean Trade Preference Act of

1991, currently under consideration in Congress. The Act aims to create a
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duty-free preference programme for four Anlean countries, similar to those

extended under the Caribbean Basin Economic Recovery Act of 1983 (CBERA).

28. The growth in preferential arrangements will reduce the importance of

m.f.n.-based trade for the United States. In 1989, imports from m.f.n.

sources (excluding partners of FTAs, and beneficiaries of GSP) Sccounted

for 63 per cent of total U.S. merchandise imports, but the actual share of

imports on an m.f.n. basis would have been greater as the U.S. GSP scheme

covered only about half of total tariff items. Additional tariff

preferences to Mexico and other Latin American countries will therefore

enlarge the scope of duty-free preferential treatment.

29. The full elimination of all tariffs under the free trade agreements

with Canada and Israel is yet to be completed, and certain non-tariff

barriers, particularly in agriculture, are still maintained. Under the GSP

and the preferential programme for Caribbean countries, as well as under

the proposed preferential programme for Andean countries, certain import

sensitive products such as textiles and clothing, and footwear are

excluded. The conclusion of the NAFTA may also divert trade from these

countries through the improved trading conditions extended to Mexico.

30. Existing FTAs and other preferential arrangements have already

created a web of complex tariff and non-tariff measures. For example,

these arrangements provide for different rules and treatment with respect

to rules of origin, the customs user fee, quantitative restrictions,

government procurement, safeguard measures and dispute settlement

procedures. Unless otherwise stated in the agreements, rules under these

agreements are accorded precedence over those under the GATT. It remains

to be seen whether this would also be the case under the new proposed

agreements.
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Unilateral actions and trade disputes

31. At the initial trade policy review of the United States in 1989, many

contracting parties expressed strong concerns about unilateralism.

United States' actions related to "Section 301" provisions were regarded as

being particularly controversial. It was pointed out that the General

Agreement did not allow for any unilateral interpretation of the rights and

obligations of contracting parties, nor for unilateral action by any one

contracting party aimed at inducing another contracting party to bring its

trade policies into conformity with the General Agreement.

32. During the last two years, the United States has taken a measured

approach to the use of Section 301:

- No new investigations were initiated under "Super 301" in 1990,

and all six cases initiated in 1989 were terminated or

suspended by June 1990 without retaliatory actions. The

"Super 301" process expired in 1990;

- Largely due to the absence of "Super 301' investigations, the

number of Section 301 investigations declined from a peak of

nine cases in 1989 to three in 1990, and five in 1991 (up to

October);

- No retaliatory action has been taken since January 1989, and

existing retaliation against Brazil and Japan was removed or

suspended. Currently, only one such action (against the EC

concerning a meat hormone directive case) is in effect;

- Fourteen Section 301 investigations (including the above six

"Super 301' cases) were terminated or suspended. Seven such

cases were, as the law requires, brought under GATT or Tokyo

Round Agreement consultations or dispute settlement procedures.
In four cases, GATT Panels concluded in favour of the
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United States, while in the other three cases bilateral

settlements were reached through consultations or actions taken

by the trading partner concerned. The remaining seven cases

principally concerned Government procurement and patent

protection. Investigations and consultations in these areas

were conducted chiefly in a bilateral context, because they

were, in the view of the United States, mostly outside the

scope of GATT.

- However, in April 1991, China, India and Thailand were named as

"priority" countries under the 'Special 301" process, for the

first time since the enactment of the law.

33. This more restrained approach may not suffice to dissipate concerns

over the potential impact of Section 301 and its related laws. Contracting

parties are seeking a clear-cut commitment from the United States not to

use Section 301 authority without first completing the GATT dispute

settlement process. So far, the United States has given no such

undertaking. Moreover, where a foreign practice judged 'unfair" by the

United States is not covered by multilateral rules, the United States

Administration intends to continue to use Section 301 for leverage in

bilateral negotiations.

34. Currently, seven Section 301 investigations are outstanding (two of

which are being investigated under the "Special 301" process). If no

satisfactory solution is found within 6 to 18 months, depending on the

case, the Administration is required to determine whether "unfair"

practices exist and, if so, what retaliatory action to take.

35. Similar procedures, including provisions for retaliatory action, are

applied to cases under the provisions introduced in the 1988 Omnibus Trade

and Competitiveness Act concerning trade in telecommunications and

government procurement. The EC and the Republic of Korea were identified

in January 1989 as "Priority''countries under the provision on
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telecommunications, and consultations are currently continuing under a

twice extended time-frame (the consultation period is normally one year).

Norway was named in April 1991 as a discriminating country in government

procurement, and currently the issue is under dispute settlement procedures

in the Government Procurement Agreement, which provides 14 months for

consultations with members.

(ii) Type and incidence of trade policy instruments

Tariffs

36. United States tariffs are generally low, with a simple average of

7 per cent for all products excluding petroleum. Relatively high tariffs

are still used, however, to protect certain sectors, such as tobacco

(96 per cent simple average), sugar and some other foodstuffs (e.g.

19 per cent for sugar and confectionery), beverages, watches and clocks,

footwear, textiles, certain glass manufactures and medical and

pharmaceutical products.

Non- tariff measures

37. Import quotas, maintained under the United States' 1955 GATT waiver,

continue to be binding constraints for certain agricultural products,

including dairy products, peanuts, cotton, and certain sugar-containing

products. These import quotas have imposed considerable costs to

U.S. consumers. According to the United States International Trade

Commission, the removal of import restraints on dairy products, peanuts,

and cotton would have benefited U.S. consumers by about US$280 million in

1989.

38. The United States imposed no import quotas or negotiated 'voluntary

restraint agreements" (VRAs) on meat imports under the 1979 Meat Import Act

in 198, or 1990. However, in 1.991 Australia and New Zealand have once
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again concluded new VRAs on beef and veal to avoid triggering import quotas

under the Act.

39. One of the most controversial U.S. non-tariff measures in the period

was the embargo on imports of yellowfin tuna and its products from Mexico,

Venezuela and Vanuatu, and on "intermediary" imports of such products from

third countries, based on the protection of dolphins under the U.S. Marine

Mammal Protection Act. In September 1991, a GATT Panel established at the

request of Mexico found that the U.S. embargo was inconsistent with the

relevant GATT provisions, while not making a finding on the appropriateness

of the United States' and Mexico's environmental policies, as this was not

a task for the Panel.

40. Trade issues have also involved certain U.S. standards or sanitary

regulations. For example, marketing orders on imported fruits and

vegetables were extended to kiwifruit in March 1991. These were the

subject of a complaint from Chile. A controversy with the EC over U.S.

san tary regulations regarding fungicide residues in wines was temporarily

resolved in April 1991 when the United States approved an interim tolerance

level. At the same time, export controls were tightened with respect to

exports of logs from state-held lands, and chemical, biological and nuclear

weapons.

(iii) Temporary measures

rmport relief

41. The United States has not taken any safeguard measures under GATT

Article XIX or under the "escape clause" of Section 201 of the 1974

Trade Act in the last two years. The last remaining Article XIX action on

specialty steel was terminated in 1989; however, it was folded into VRAs

with several trading partners. Nor have there been any investigations for

import relief on products from non-market economies (Section 406 of the

Trade Act of 1974), or on grounds of national security (Section 232 of the
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Trade Expansion Act of 1962, as amended). The only case of Section 406 -

an OMA since 1987 with China on imports of ammonium paratungstate and

tungstic acid - expired in September 1991.

42. There was little change in the implementation of Trade Adjustment

Assistance (TAA) programmes. The number of workers certified eligible for

assistance declined slightly in 1990 to 63,000, (largely in the oil, gas

and apparel industries), but the number of firms certified for assistance

was almost unchanged. Metal products, electronics, and apparel and

accessories accounted for a large share of certified firms in 1990.

Anti-dumping and countervailing duty actions

43. The United States has been one of the most frequent users of

anti-dumping 2nd countervailing duty actions. The number of new

anti-dumping investigations was relatively small in the first half of 1990,

but has since grown rapidly.

44. Some anti-dumping and countervailing orders have been cancelled

through administrative review and revocation procedures. However, 43

anti-dumping orders and 9 countervailing orders introduced during the 1960s

and 1970s - remain in effect.

45. During the period 1983 to 1990, final determinations by the

Department of Commerce on the existence of dumping were almost entirely

affirmative (68 affirmative and 3 negative determinations during the three

years), while final determinations of injury by the International Trade

Commission outweighed 'negative" determinations by a factor of two to one.

This supports the view that in most cases the injury test by the ITC, not

the dumping determination by the Department of Commerce, is the decisive

factor in determining whether or not anti-dumping duties should be imposed.

46. During the last two years, a number of contracting parties have

brought U.S. anti-dumping and countervailing duty actions to dispute
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settlement procedures under GATT or the Tokyo Round Agreements. These

complaints reflected growing concern over the frequent use of such measures

and the methods used to determine dumping and injury.

47. Frequent recourse to such provisions generates a considerable degree
of uncertainty for exporters, let alone the considerable legal costs

invariably incurred in defending cases. Although the share of total U.S.

imports directly affected by anti-dumping or countervailing duty

investigations is relatively small (less than one-half of one per cent),

the uncertainty so generated may have induced trading partners to

voluntarily restrain their exports to the United States, or to price their

goods "defensively", or to conclude bilateral arrangements with similar

aims. For example, in some sectors such as steel and semiconductors, there

appears to be a strong correlation between the frequency of anti-dumping
investigations and the emergence of VRAs or similar arrangements as a basis

for the termination of investigations.

Section 337

48. Pending the enactment of amending legislation, the United States

Administration continued to enforce the existing Section 337 of the 1930

Tariff Act, notwithstanding the fact that certain procedural aspects of the

law were found GATT-inconsistent by a Panel. Following adoption of the

Panel report in November 1989, there have been 23 investigations on alleged
infringement of U.S. patents up to the end of June 1991. Violation of

Section 337 was determined in four cases during the last two years, and

exclusion orders were issued in three of the four instances.
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(iv) Sectoral trade policies

Agriculture

49. While seeking radical reforms in multilateral rules and disciplines

on agricultural trade in the Uruguay Round, the United States continued to

assist agricultural production by price and income supports, import quotas

and various export assistance programmes. Some of these assistance

programmes were, in part, based on the perceived need to compete with other

agrictulturalbenefitingfromsimilar government progrzmmes and ro
put pressure on others to reduce levels of support.

50. The OECD has estimated that U.S. agricultural support, measured by

Producer Subsidy Equivalent (PSE), increased from US$33 billion in 1989 to

about US$36 billion in 1990, after falling continuously between 1986 and

1989. Nevertheless, in 1990 the U.S. average percentage PSE, at

30 per cent, was significantly lower than the OECD average.

51. Although the 1990 Farm Act introduced no significant changes in the

nature of U.S. agricultural assistance programmes, their scope was

considerably extended and modified. It is difficult to make an overall

assessment of these changes, as the Act contains a mix of measures to

increase or to reduce market orientation depending on sectors and,

moreover, the United States Administration maintains a considerable scope

of discretion in the implementation of these programmes.

52. Steps to improve market orientation and reduce Government support

included the introduction of a "triple-bases provision which reduces by

15 per cent the acreage eligible for income support programmes on wheat,

feedgrains, cotton and rice. The Act also froze target prices, on which

income support payments are based, for wheat, feedgrains and rice at their

1990 levels, but did not continue the progressive reduction of target

prices introduced under the previous law.
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53. However, the Farm Act also introduced a number of changes that could

arrest or slow the previous trend to greater market orientation. For

example, the basic price support rates for 1991-95 wheat and corn crops

were slightly raised from those in 1990; a floor was set to the support

price for rice and the programme of marketing certificates for rice was

extended till 1995; the marketing loan programme to support prices was

extended from soybeans to other minor oilseeds; and a minimum support price

for milk was established for the period 1991 to 1995. As noted above,

Government assistance to agriculture is required to increase in the event

that no agreement is reached in the Uruguay Round by June 1992.

54. The 1990 Farm Act extended a number of existing Government-assisted

sales and export promotional programmes, including the Export Credit

Guarantee Programme, the Export Enhancement Programme (EEP), P.L.480 (Food

for Peace), and the Targeted Export Assistance Programme. Total sales

under these programmes accounted for 21 per cent of total United States'

agricultural exports in the fiscal year 1989. Growth in sales under the

Export Credit Guarantee Programnes and the EEP has been particularly

noticeable in recent years. Some of these programmes, particularly EEP,
have caused strong concern as to their adverse effects on world prices and

agricultural trade.

55. Certain support programmes are linked to import quotas or fees

maintained under Section 22 of the Agricultural Adjustment Act of 1933.

While the United States Administration has stated that these import quotas

under the GATT waiver are negotiable in the Uruguay Round, and some reforms

have recently been made (such as the suspension of quotas on cotton comber

waste), it has stated that it is not prepared to eliminate these quotas on

its own initiative.



C/RM/S/23A
Page (xx)

Manufacturing

56. While the United States does not maintain comprehensive policies for

manufacturing industries, sector-specific programmes exist for the

protection or promotion of certain industries, including steel, machine

tools, textiles and clothing, and semiconductors.

57. Most of the VRAs and similar restraint arrangements observed at the

initial trade policy review of the United States in 1989 remain in force,

with some modifications. Specialty steel has been added to the list of

products under such arrangements.

58. Voluntary restraint agreements on steel with the EC and 16 other

trading partners were renewed, with coverage extended to include specialty

steel. These are all scheduled to expire on 31 March 1992. The current

situation in the U.S. steel industry and the level of import penetration

are judged to provide a favourable environment for the termination of the

VRAs as scheduled. At the same time, however, as provided in the

President's statement of July 1989, the United States has instigated

negotiations for a multilateral consensus on steel within the GATT which

should address issues such as subsidies, officially supported export

credits, bound and duty-free treatment for imports of steel products,

non-tariff barriers, and contain its own dispute settlement procedures.

59. The United States Government is also seeking a multilateral agreement

with OECD members and other countries to eliminate subsidies or other

administrative acts to the shipbuilding industry. The negotiations address

such issues as elimination of official subsidies, prevention of dumping,

and dispute settlement.

60. VRAs on machine tools concluded with Japan and Taiwan in

December 1986 remain in force until 31 December 1991. Export limits under

these agreements remain at the levels established in 1986. While the

shares of the affected countries in U. S. imports declined under the VRAs,
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substantial export growth was achieved by other countries. Moreover,

according to the U.S. International Trade Commission (ITC), about

US$40 million in quota rents arising from increased import prices went to

exporters.

61. The United States has, as of October 1991, bilateral agreements on

textiles and clothing with 40 trading partners and two U.S. insular

possessions. Thirty of these are with MFA signatories. Textiles and

clothing covered by restraint agreements account for about 60 per cent of

total U.S. imports of these products. The leading suppliers under

restraint are China, Taiwan, Hong Kong and the Republic of Korea; the

major unrestrained source is the EC.

62. A new bilateral arrangement between Japan and the United States on

trade in semiconductors entered into effect in August 1991. It is valid

for five years, with the option of termination after three years by mutual

agreement. One unusual element in the agreement is an explicit target

foreign share of 20 per cent of the Japanese market, which is intended to

be realized by the end of 1992. The Government of Japan has also agreed to

ensure that Japanese semiconductor exporters collect and maintain data to

monitor against possible dumping.

63. Although the new arrangement does not provide for a guaranteed market

share, there is no doubt that, under its provisions, imports of products

concerned are expected to expand through government intervention, often in

a non-transparent manner, in the market. It is noteworthy that the

United States had recourse to Section 301 retaliation in April 1987

because, it was alleged, Japan did not keep previous commitments,

including one to increase foreign market access opportunities in Japan.
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(v) Competition policies

64. United States antitrust laws provide relatively strict principles and

disciplines to prohibit anti-competitive activities including price-fixing,

bid-rigging, and certain mergers. They are applied not only to firms in

the United States, but also to firms operating abroad so long as their

conduct has direct, substantial, and reasonably foreseeable

anti-competitive effects in the United States.

65. However, the Justice Department may use its discretion not to

prosecute enterprises abroad engaging in such activities if these are the

result of "sovereign compulsion" by foreign authorities. The scope of

discretion is even wider if the foreign governments have instigated such

measures at the request of the United States Government. As a result, all

known VRAs appear to fall outside the anti-trust laws.

66. There is an evident dichotomy in the application of anti-trust laws.

Companies operating under VRA agreements requested by the United States are

normally exempt from risk of anti-trust actions. In other cases, trading

partners need to ensure that 'government compulsion" is applied to private

firms to restrain their exports, if such export restraints are to avoid

prosecution under U.S. anti-trust laws. VRAs concluded with the United

States therefore imply engagement by enterprises abroad in anti-competitive

actions which could otherwise be prosecuted under U.S. anti-trust laws.

67. The continuation of Japan's voluntary export restraint (TER) on

passenger cars, without the request of the U.S. Government, since 1985

indicates that if the existence of "foreign compulsion" has been once

shown, anti-trust laws do not affect VERs by foreign exporters, even where

the United States Government has not requested restraint. This provides an

incentive for foreign governments to engage in such arrangements, rather

than to see their nationals subjected to possible U.S. anti-trust actions.
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(4) Trade Policies and Foreign Trading Partners

68. The fundamental framework of United States' trade policies has not

changed since the last review. However, a number of new measures and

initiatives with significant implications for the multilateral trading

system have been taken. The "fast track' procedures for trade negotiations

have been extended; steps have been taken to bring some measures (the

Superfund tax, the customs user fee, import quotas on sugar) into

conformity with GATT provisions; and provisional tariff cuts, to be

consolidated after the Uruguay Round, have been made on a number of

products.

69. The single most visible, and perhaps most important, development in

United States trade policies during the last two years is in the

Administration's attitude towards preferential regional trade arrangements.

Movement towards a North American Free Trade Agreement (NAFTA) among

Canada, Mexico and the United States negotiated under the 'fast track', has

been swift and decisive. In addition to the NAFTA, other regional

initiatives aiming at eventual free-trade or preferential conditions for

Latin American countries are currently being considered in Congress.

70. The impact of these new groupings on world trade may be far-reaching.
The economies of the NAF1A countries combined have a population of

360 million and a total output of US$6 trillion. Canada and Mexico are

already the United States' biggest individual trading partners. The size of

the economies involved points to a possibility that the free trade

arrangements could, through trade diversion, adversely affect third

parties' trade with the United States. The United States has declared its

intention to follow GATT rules for these preferential agreements. It

remains to be seen, however, whether the rights and obligations of third

parties under GATT agreements are directly or indirectly affected by the

operation of rules and procedures established within the regional groups.

In particular, the possible emergence of a complex network of preferential
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programmes covering the American continent could further undermine the

most-favoured nation principle.

71. Based on a perceived need to respond to fierce competition, often at

subsidized prices, from certain other agricultural exporters, the

United States continues to subsidize its own exports of major agricultural
commodities. At the same time, the United States seeks major reductions in

export subsidies through the Uruguay Round negotiations on agriculture, on

the grounds that growing export competition, at subsidized prices, is

fundamentally uneconomic and has adversely affected the trade of a number

of efficient agricultural producers.

72. Although the United States Administration has, in the last two years,

avoided major disputes with trading partners where feasible, and has used

GATT or other multilateral procedures, where these exist, in dispute cases,

the possibility of unilateral action under SeCtion 301 and related

provisions remains. Its trading partners would like to see a firm

commitment from the United States not to use retaliatory action without

first completing multilaterally agreed dispute settlement procedures under

a much strengthened and expanded GATT system. These matters are a key part

of the negotiations on dispute settlement in the Uruguay Round.

73. Most sectoral arrangements observed in 1989 still remain in force,
some having been modified or extended. The expire dates of VRAs on machine

tools with Japan and Taiwan, and on steel with the EC and 16 other

countries are approaching. In this connection, multilateral negotiations

are ongoing for agreements on steel and shipbuilding. In addition, the new

arrangement with Japan on semiconductors, with its controversial

20 per cent foreign target share, has raised the question of whether

United States trade policies have moved further towards 'managed" trade.

74. The attitudes and policies of the United States in the forthcoming
months with respect to regional initiatives, domestic legal processes, and

sectoral arrangements affecting both imports and exports will show how
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firmly the United States remains committed to the principles of the

multilateral trading system.

75. The multilateral trading system is currently at a critically

important stage of evolution. On the one hand, expectations have been

mounting for the successful conclusion of the Uruguay Round and for the

GATT to play a central role in consolidating and sustaining the economic

and trade reforms being undertaken in central and eastern Europe, Latin

America, Asia and Africa. On the other hand, concern about the erosion of

basic GATT principles by regionalism, bilateralism, unilateralism, or

various forms of "managed" trade is increasing.

76. The United States has a major responsibility for mainta-ning and

reinforcing the faith of the international business community in the open,

liberal multilateral trading system. This can be done by reducing tariff

or non-tariff barriers on an m.f.n. basis; by ensuring that new regional

arrangements are in accordance with the framework of rules and disciplines

contained in the General Agreement; and by promoting the observance of

these disciplines and principles in the context of sectoral arrangements or

when pressures arise for unilateral action.
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I. THE ECONOMIC ENVIRONMENT

1. The United States was first reviewed under the Trade Policy Review
Mechanism in December 1989. This report, therefore, mainly covers
developments in the United States' economy and trade since then. Major
features of the economy are summarized in Table I.1.

(1) Recent Economic Performance

2. After almost 8 years of economic expansion since the fourth quarter
of 1982, the United States, like some other major industrial countries,
entered a recession during 1990. Growth in real GNP was 1 0 per cent in
1990, compared to 2.5 per cent in i989 (Table I.2 and Chart I.1). Domestic
demand is estimated to have increased by 0.5 per cent in 1990.

3. Real GNP declined at an annual rate of 1.6 per cent in the fourth
quarter of 1990, and a further 2.8 per cent and 0.5 per cent in the first
and second quarters of 1991. Indications are that the economy may have
begun to grow again in the second half of 1991 and official forecasts are
for GNP growth of 0.8 per cent for the full year of 1991.

Chart 1.1
Growth of real GNP in the United States
and all industrial countries, 1983-91
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4. The unemployment rate rose slightly in 1990 to 5.4 per cent, and the
rate is expected to rise further in 1991 to around 6½ per cent, showing a
lagged effect from the expected recovery in economic growth.

5. The low level of unemployment in 1988 and 1989 was accompanied by
rising inflation. Consumer price inflation rose from 4 per cent in 1988 to
5.3 per cent in 1990 (Chart I.2). The rise in 1990, however, was largely
due to increases in oil prices, and in 1991, consumer prices were projected
to increase more slowly at an estimated 4.9 per cent because of the slowing
of growth in the economy.

Chart 1.2
Rates of unemployment and growth of consumer prices
in the United States, 1983-90
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6. Under these circumstances, the key issue for the United States
Government was how to strike the right balance between the conflicting
policy goals of resisting inflationary pressures and supporting economic
growth.

7. While monetary policy was eased slightly in the latter half of 1989.
it continued relatively tight until mid-1990, to contain inflationary
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pressures. With concern about declining production and employment, lagging
monetary growth, and tighe credit conditions, after mid-1990 the Federal
Reserve reduced the Federal funds rate and the discount rate (Table I.3).
Further reductions have been made during 1991.

8. Despite falling interest rates, however, the rate of growth in money

supply (M2) fell throughout 1990 and most of the first three quarters of
1991.

9. The total federal deficit (both on- and off-budgets) declined
slightly from US$155 billion in fiscal year 1988 to US$153 billion in 1989,
but rose again in fiscal year 1990 to US$220 billion owing partly to
increased spending for deposit insurance. The ratio of the Federal budget
deficit to GNP fell in 1989 to 2.8 per cent, nearly half the ratio in 1985,
but rose again in 1990 to 4.0 per cent (Table I.4). The deficit is
expected to be larger in fiscal year 1991 (US$282 billion, 5.0 per cent of
GNP), as outlays of deposit insurance funds are projected to rise further
following problems in the banking sector.

10. The increase in the budget deficit reduced the overall saving ratio
despite a slight increase in private saving. Consequently, gross saving
declined from 13.4 per cent of GDP in 1989 to an estimated 12.1 per cent in
1990. United States gross saving as a percentage of GDP declined through
the 1980s and now stands at a considerably lower rate than in other
industrial countries.

11. Under the Omnibus Budget Reconciliation Act, which was enacted in
November 1990, the deficit is to be reduced by almost US$500 billion over
the five years between fiscal years 1991 and 1995 to the level of
US$84 billion in fiscal year 1995. The bulk of the budget reduction is
expected to come from slowing the growth of expenditure, and about one
third of the reduction would come from additional tax revenue. Under the
Act, mandatory spending and tax legislation is limited by a "pay-as-you-go"

'The Federal funds rate, a short-term interest rate at which banks lend reserves to
other banks, is a short-term indicator of the stance of monetary policy. The discount rate
is the rate at which the Federal Reserve Banks lend reserves to member institutions.

2M2 includes Ml (sum of currency, demand deposits, travellers cheques, and other
checkable deposits) plus overnight repurchase agreements and Eurodollars, money market mutual
fund (MMMF) balances (general purposes and broker/dealer), money market deposit accounts
(MMDAs), and savings and small time deposits. The rate of growth in 12 was 3.2 per cent in
1990, compared to 4.9 per cent in 1989.

3The average ratio of gross saving to GDP in the United States during the period 1980
to 1990 was 13.6 per cent, compared with the average ratio of 20.6 per cent for all
industrial countries. For details, see IMF, World Economic Outlook, May 1991, Chapter III.
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test. Under this test, any new mandatory spending legislation or proposed
tax decreases for the five years must be offset by a corresponding decrease
in other mandatory spending or by an increase in tax revenue. According to
estimates by the United States Treasury Department in July 1991, the total
budget deficit is expected to peak in fiscal 1992 at US$348 billion
(5.8 per cent of GNP) and to decline to US$74 billion (1 per cent of GNP)
in fiscal 1995.4

12. These developments in monetary and fiscal policies are reflected in
changes in the factors contributing to the growth of GNP (Table I.5). In
both 1989 and 1990, the growth of real private consumption and private
fixed investment fell sharply, while public consumption increased slightly.
Residential investment continued to decline considerably in both 1989 and
1990, and private non-residential investment slowed. Exports of goods and
services were the main factor preventing real GNP growth from declining
much faster, although they also grew less rapidly than in 1987 and 1988.

13. These trends continued in the first quarter of 1991. The declines in
GNP in both the fourth quarter of 1990 and the first quarter of 1991 were
largely accounted for by sharp declines in residential construction,
business investment and consumer expenditure on durables and non-durables.
In manufacturing, drops in the output of motor vehicles, in particular,
were substantial. On the other hand, improved trade and current accounts
continued to support the economy, as evident from the fact that exports of
goods and services exceeded imports in the first quarter of 1991 for the
first time in recent years.5

14. More recent data indicate that the recession may have reached its
trough during the second quarter of 1991 and recovery may be on its way.
However, at the time of writing this report (late September), the pace of
recovery is slower than expected largely due to weak recovery in inventory
investment and private consumption.

(2) Trade Performance

15. The United States' merchandise trade deficit has declined since 1987
(Chart I.3). In 1989, the United States recorded a trade deficit of
US$116 billion (f.o.b.-f.o.b), about a 10 per cent drop from the

4For projections of budget reductions during the period 1991 to 1995, see also the
Annual Report of the Council of Economic Advisers, February 1991; and the IMF, World
Economic Outlook, May 1991.

50n an annual basis, the latest year when the United States recorded a surplus in trade
in goods and services was 1975.
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1988 level. In 1990, the deficit fell further to US$108 billion. In the
first quarter of 1991, the trade deficit was about US$15 billion, compared
with US$25 billion in the corresponding first quarter of 1990. This
declining trend has continued in the second quarter.

16. United States' exports of merchandise continued to expand strongly in
1989 and 1990, albeit at somewhat slower rates than in 1988. Exports grew
both in value and volume terms by about 13 per cent in 1989, and over
8 per cent in 1990. Imports increased much less rapidly (Table I.6). In
the first quarter of 1991, while exports in dollar terms were 5 per cent
above their level in the first quarter of 1990, imports were down
3 per cent.

17. Part of this performance must be linked (as shown in Chapter III) to
the depreciation of the dollar against most major currencies during the
period 1988-90, which improved the competitive position of U.S. exports,
while slower growth of GNP and of domestic demand reduced the growth of
demand for imports.6

18. United States' trade in services recorded substantial and growing
surpluses in 1989 (US$20 billion surplus) and 1990 (US$30 billion surplus).
While military transactions and telecommunications recorded deficits,
royalties and licence fees, travel and passenger fares, education and other
private services recorded substantial surpluses.

19. As a result, the current account deficit also fell markedly both in
1989 and 1990. In 1990, the deficit was US$99 billion, compared with a
peak of US$162 billion in 1987. The ratio of the current account deficit
to GNP declined from 3.6 per cent in 1987 to less than 2 per cent in 1990
(Chart 1.3).

6The dollar rebounded considerably in foreign exchange markets following the Gulf war
and as economic growth in European countries including the restructuring countries of
Eastern Europe) faltered.
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Chart 1.3
Trade performance of the United States
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Commodity pattern of trade

20. Automotive products continue to be the leading product group in
United States' merchandise imports, accounting for about 16 per cent of
total imports in 1989 and about 15 per cent in 1990 (Table I.7). Other
major import items were fuels, office machinery and telecommunication
equipment, and other consumer goods.

21. in 1990, the sharp increase in oil prices due to the Gulf crisis
resulted in a 24 per cent increase (about a US$9 billion increase) in the
import value of crude petroleum. The increased trade deficit in crude
petroleum was partly responsible for the relatively limited reduction in
the United States' trade deficit in 1990. The share of fuels in total
merchandise imports, which had fallen continuously since 1979, grew by
2 per cent to 13.3 per cent in 1990.

22. Non-petroleum imports, on the other hand, increased by only about
3 per cent in 1990, compared with about 10 per cent in 1989. The

(i
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performance of leading products during the period 1988 to 1990 shows that
while imports of automatic data processing machines, transistors, footwear,
toys and some others increased, absolute levels of imports in dollars
declined in the case of passenger motor vehicles (excluding buses),
phonographs and sound recorders, pearls and precious stones, machines for
special industries, iron or steel universals, plate, and sheets, and
certain other products (Table AI.1).

23. On the export side, expansion in both 1989 and 1990 was particularly
strong in the capital goods sector (particularly office machinery and
telecommunications) and consumer goods sectors, whose shares in total
exports continued to grow. Exports of aircraft and aircraft parts also
grew rapidly in 1990. On the other hand, the share of food declined to
11 per cent in 1990, about 7 percentage points lower than in 1980
(Table I.8).

24. The performance of leading export products between 1988 and 1990
shows robust growth for a number of manufactured products such as aircraft,
automatic data processing machines, transistors, telecommunications
equipment, electrical switchgear, products of polymerization, manufactured
tobacco and others (Table AI.1). Relatively low growth, or declines, were
observed in parts for buses and tractors, parts for office machines,
internal combustion piston engines, coal, and food items (maize, wheat,
oilseeds etc.) except meat.

(ii) Regional pattern of trade

25. The main trading partners of the United States are listed in
Table I.9. The share of developed countries in exports increased, but
decreased in imports between 1988 and 1990. In other words, U.S. exports
to developed countries grew more rapidly than to developing countries, and
imports from developing countries grew more sharply than from developed
countries during the period (Chart I.4).

26. Among developed countries, the EC continued to be the largest market
for United States' exports, followed by Canada and Japan. Shares of the EC
and Japan in U.S. exports grew between 1988 and 1990, but that of Canada
declined slightly. On the import side, in 1990, the EC replaced Japan as

the leading partner of the United States, and Canada was second. Japan's
share in United States imports declined by over 2 per cent between 1988 and
1990, and Japan's rank dropped from first to third.
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Chart 1.4
Direction of United States imports and exports
by region, 1985-90
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27. Among developing countries, the share of Asia in the United States'
exports and imports declined between 1988 and 1990. At the same time, the
share of Latin America in exports and imports grew, and surpassed the share
of Asia in U.S. exports. Shares of Africa and the Middle East in U.S.
exports further declined, but their shares in imports regained slightly
between 1988 and 1990. Likewise, the share of the Eastern trading area in
exports declined, but its share in imports increased.

28. In Asia, while the shares of the Republic of Korea and Singapore in
the United States' exports increased between 1988 and 1990, those of China
and Taiwan declined considerably (Table AI.2). China, tenth in ranking as
an export market in 1988, went out of the list of the top ten in 1990. On
the other hand, it was from China, Thailand, Malaysia and Singapore that
U.S. imports grew most rapidly. China's ranking stepped up from ninth to
seventh by increasing its share by about 1 per cent between 1988 and 1990.
In Latin America, U.S. exports to Chile, Mexico and the Dominican Republic
grew rapidly. As regards imports, these three countries and Colombia were
among the fastest growing trading partners of the United States. In the
Middle East, the share of Saudi Arabia increased.

(3) Outlook

29. The recession in the United States, which started in 19;0, is
expected to be relatively short-lived. The Administration's view is that
recovery began in the second quarter of 1991. However, the pace of
recovery is slower than expected. The easing of monetary policy since late
1990 is expected to have lagged positive effects on residential ir--estment.
According to Administration estimates made in July 1991, growth irn real GNP
for 1991 is forecast to be 0.8 per cent, as positive growth in the third
and fourth quarters (2.5 and 3.0 annual growth, respectively) i:- expected
after the declines in GNP registered in the first and second quarters.

30. According to the OECD Economic Outlook (July 1991), while imports
were expected to decline by 0.8 per cent in 1991, exports were expected to
continue to increase, albeit more slowly than in previous years, at a rate
of around 5 per cent. Consequently, the trade deficit is projected to
decline from US$108 billion in 1990 to some US$80 billion in 1991. The
current account deficit is projected to decline substantially from
US$92 billion in 1990 to US$9 billion in 1991, partly due to a one-time
US$40 billion inflow of official transfer payments related to the Gulf war.

7According to the IMF World Economic Outlook (May 1991) and OECD Economic Outlook
(July 1991), real growth in U.S. economy is projected to be 0.2 per cent in 1991.
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II. TRADE POLICY REGIME: OBJECTIVES AND FRAMEWORK

(1) Overview of Developments since the Last Review

31. Since the 1988 Omnibus Trade and Competitiveness Act, no
fundamentally new trade legislation has been enacted. During the last two
years, the overall institutional and legal framework for United State!
trade policy, as described in the 1989 report, has been largely unchanged.

32. Some significant modifications have, however, been made to some
existing provisions of and programmes under United States' trade laws:

- The "fast track' procedures for multilateral and bilateral
trade agreements under the 1988 Trade Act have been extended
for two years until 1 June 1993, to be used for the Uruguay
Round, a free-trade agreement among Canada, Mexico and the
United States, and the "Enterprise for the Americas
Initiative";

- The 1990 Food, Agriculture, Conservation and Trade Act has
extended and enlarged the scope of existing agricultural price
and income support programmes as well as export assistance
programmes for five years up to 195;

- The Customs and Trade Act of 1990 contained provisional
Uruguay Round tariff reductions, reformed the customs user fee
and included other trade-related measures such as an export
prohibition on unprocessed timber from public land;

- 'Super 301' provisions expired in 1990, as originally planned,
and were not renewed.

33. Trade policy making in the United States has become subject to a
further constraint under budgetary rules. The Omnibus Budget
Reconciliation Act of 1990, as described in Chapter I, contains a
'pay-as-you-go" test provision under which any mandatory revenue-losing
proposal by a U.S. Government agency must be offset by an equivalent
recovery of revenues. Any revenue cuts resulting, for example, from
Uruguay Round agreements on non-tariff measures, from a FTA with Mexico,
from GSP extension, or from new trade liberalization under the Enterprise

1See GATT (1990), Trade Policy Review, the United States of America. 1989, Report by
the GATT Secretariat, Chapter II.
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for the Americas Initiative would, under this provision, have to be
recouped.2

34. The most important new initiative in trade policies concerns
bilateral and regional agreements with trading partners. Negotiations with
Mexico and Canada for a North American free trade agreement under the "fast
track" procedures started in June 1991. In June 1990, the President of the
United States announced the Enterprise for the Americas Initiative (EAI),
under which the United States offered to enter into "framework" agreements
on trade and investment with interested countries as a step leading to the
creation of a hemispheric free trade system. So far, twelve "framework"
agreements have been signed with individual Latin American countries, plus
agreements with the MERCOSUR (Southern cone group - Argentina, Brazil,
Paraguay and Uruguay) and with 13 nations of the Caribbean Community as a
group. Preliminary discussions with Chile on the feasibility of
negotiating an FTA started in 1991.

35. The tariff preference scheme introduced under the Caribbean Basin
Economic Recovery Act of 1983 was made a permanent programme in 1990.
Under the free trade agreement with Canada, accelerated elimination of a
number of tariffs was implemented in May 1990, and a second round of
accelerated elimination in April 1991. Consultations were held to expand
coverage of the free trade agreement with Israel to agricultural products,
but so far no change has been made in the terms of the agreement.

36. There have also been major changes in trade relations between the
United States and eastern European countries since 1989. The Czech and
Slovak Federal Republic was granted m.f.n. treatment in 1990. Hungary,
Poland and the Czech and Slovak Federal Republic were designated as
beneficiary countries under the United States GSP scheme. A number of
trade and investment agreements have been negotiated with eastern European
countries. Congress is currently considering how best to extend m.f.n.
treatment to the Soviet Union and independent Baltic States.

2Uruguay Round tariff reductions would not fall under this provision, as they are to be
made under Section 1102 (a) of the Omnibus Trade and Competitiveness Act of 1988 giving the
President authority to proclaim tariff reductions within specified limits without
Congressional approval.

3See Testimony of Ambassador Julius L. Katz. Deputy United States Trade Representative.
before the Committee on Finance, U.S. Senate, 24 April 1991.
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(2) Structure of Trade Policy Formulation

37. The main institutional framework for the formulation of United States
trade policy is unchanged since the last review in 1989. The United States
Congress has the basic legal authority for international trade through its
constitutional power. It delegates trade negotiating and executive
authority to the President of the United States, according to the
provisions of trade Acts. Trade policy, in practice, is formulated through
a cooperative effort involving consultation between the Executive Branch,
Congress, and the private sector. The Office of the United States Trade
Representative (USTR) functions as the co-ordinator in this effort.

38. There have been no organizational changes since the last review in
1989 in the executive branch of the United States Government relating to
trade policies, including the President's Advisory Committee on Trade
Policy and Negotiations (ACTPN).

39. Some recent trade disputes with trading partners involved regulations
applied by State governments. For example, at the request of Canada, a
GATT Panel was established in May 1991 under Article XXII:2 concerning
measures affecting alcoholic and malt beverages by a number of State
governments in the United States. The issue is currently under
consideration. Another example is government procurement, on which State
and local governments generally have authority incdertndent of the Federal
Government. Their Buy-American regulations were the subject of complaints,
in a bilateral context, by a number of trading partners. These issues are
taken up further in Chapter VI.

(3) Trade Policy Objectives

40. The United States Administration continues to stress that its top
trade priority is to complete a comprehensive agreement in the Uruguay
Round negotiations and, in so doing, to strengthen and broaden the GATT.

41. Long-run goals of the United States of multilateral trade
liberalization through the Uruguay Round include 'extending GATT discipline
to trade in agriculture, textiles, services, and intellectual property;
ensuring that developing countries take on the full obligations of GATT;
establishing explicit international rules for foreign investment; and
making the GATT dispute settlement mechanism swift, fair, and effective".

4Annual Report of the Council of Economic Advisors, 1991.
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42. While pursuing market opening through multilateral fora, the
United States Administration has sought to complement it with bilateral or

regional agreements. Under U.S. law, unilateral actions or threat of them
can also be used when it is thought necessary. Preferential regional
arrangements and bilateral trade initiatives are considered to be
compatible with U.S. obligations under GATT.

43. The United States has embarked upon important regional initiatives
for preferential trade agreements. These include a proposed North American
free trade agreement among the United States, Canada and Mexico, and the
'Enterprise for the Americas' Initiative, covering countries in Latin
America and the Caribbean. Through these initiatives, the Government also
aims at achieving a number of objectives including strengthened economic
bonds with these countries, increased regional stability, new opportunities
for U.S. exporters, improved protection of intellectual property rights,
and more open investment regimes.5

44. In the wake of recent market-oriented reforms in the Soviet Union and
eastern European countries, the United States is reconsidering its policies
towards these countries. New policy initiatives include granting m.f.n.
treatment to the Czech and Slovak Federal Republic, designation of the
Czech and Slovak Federal Republic, Hungary and Poland as GSP beneficiaries,
and consideration of granting m.f.n. treatment to the Soviet Union and
three Baltic states.

45. Bilateral trade negotiations and consultations have largely concerned
the improvement of access to foreign markets, although there have been some

disputes involving U.S. trade barriers. While no recourse to unilateral
actions under Section 301 has been made since January 1989, the threat of
using them exists in the course of Section 301 investigations and in
consultations on telecommunication trade and government procurement with
'priority' countries as required under the 1988 Omnibus Trade and
Competitiveness Act (see Chapter IV).

(4) Trade Laws and Regulations

46. The framework of United States trade laws has been mostly unchanged
since the last review of 1989. Trade policies continue to be governed by

5See USTR. 1991 Trade PolicyAgendaand 1990 Annual Reprt of the President of the
United States on the rade reements ro .
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the array of laws described in the reports presented for the first review
of 1989.

47. Among special provisions added by the 1988 Omnibus Trade Act to
Section 301 provisions, "Super 301" provisions expired in 1990, while
"Special 301" provisions concerning protection for intellectual property
rights continue to be in force without time-limits.

48. Certain procedural aspects of Section 337 of the 1930 Tariff Act,
providing for measures to counter infringements of patents, trademarks,
copyrights, or mask works, and other unfair practices in import trade, were
fund GATT-inconsistent by a GATT Panel whose report was adopted by the
GATT Council in November 1989. Although trading partners have urged the
United States to implement the Panel's recommendations promptly, the
United States has indicated that it will most likely include legislation to
amend Section 337 as part of the Uruguay Round implementing legislation
under the fast track procedures (for details, see Chapter IV).

49. The Food Security Act of 1985, which expired on 31 December 1990, has
been replaced by the 1990 Food, Agriculture. Conservation and Trade Act
(the Farm Act) which covers the period 1991 to 1995. The Act extends and
modifies existing programmes for price and income support and export
promotion for United States agricultural sectors (for details, see Chapter
V).

50. The Customs and Trade Act of 1990, signed and enacted in August 1990,
reformed the customs user fee, following the report of a GATT Panel adopted
in February 1988.8 The Act also contained temporary duty suspensions and
provisions to tighten expert prohibition on unprocessed timber from public
lands, to make tariff preferences permanent under the Caribbean Basin
Initiative, and to extend GSP eligibility to imports from the Czech and
Slovak Federal Republic.

51. During the period 1989 to 1991, the United States Congress
deliberated a number of trade bills, some of which were aimed at protecting
domestic industries by restraining imports. For example, in October 1990,
the President vetoed the Textiles, Apparel, and Footwear Trade Bill of 1990
on the grounds that the Bill was 'blatantly protectionist, unwarranted,

6See GATT (1990), Trade Policv Review, the United States of America. 1989, Report of
the Government of the United States, p.26-50; and ReporZ by the GATT Secretariat, p.157-161.

7
GATT document 1/6439. 16 January 1989.

GATT document L/6264. 25 January 1987.
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economically harmful, and internationally unviable' (statement by the
President on 5 October 1990).

(5) Trade Agreements and Arrangements

The following is a brief description of major trade agreements and
arrangements involving the United States. Details of bilateral,
multilateral, regional, or preferential trading arrangements are provided
by the United States Government in its report. Details of sectoral
arrangements such as those on steel and textiles are provided in Chapter V.

(i) Multilateral agreements

52. In May 1991, the Administration obtained from Congress a two-year
extension of 'fast track' negotiating authority, up to 1 June 1993, for
multilateral as weil as bilateral trade agreements under the 1988 Omnibus
Trade and Competitiveness Act. With respect to multilateral agreements,
the *fast track' authority covers only those agreements concerning
non-tariff barriers, as tariff modification within the stipulated limits
can be proclaimed by the President without asking for approval of the
Congress. As for bilateral agreements, the fast track procedures cover
agreements concerning both tariff and non-tariff barriers. The 'fast
track' authority requires Congress to accept or reject a negotiated
agreement within certain time limits and without amendment.

53. In connection with, but separately from, the commitnent made by
President Bush in 1989 to cease VRAs on steel by the end of March 1992, the
United States has been seeking, through the Uruguay Round, to conclude an
international agreement to provide effective disciplines over government
aid and intervention in the steel sector and to lower barriers to global
trade in steel. Negotiations are currently under way (see Chapter V).

54. The United States is also seeking a multilateral agreement with OECD
members and other countries to eliminate subsidies in the shipbuilding
sector. Negotiations for such an agreement are currently under way in the
OECD (see Chapter V).

(ii) Regional arrangements

(a) The United States-Canada Free Trade Agreement

55. The FTA with Canada entered into effect in January 1989. All tariffs
are expected to be phased out between the two countries within at most ten
years. For those sectors deemed competitive, such as computers ax
(covering jointly about 15 per cent of dutiable bilateral trade), *.
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were eliminated immediately on 1 January 1989. For some sectors, such as
machinery, furniture and paper products, tariffs were to be eliminated in
five annual steps. Tariffs on other products, such as textiles and
clothing, appliances, most processed foods, footwear, drugs and cosmetics,
were to be eliminated in ten annual steps.

56. Two rounds of accelerated elimination of tariffs were implemented in
May 1990 and in July 1991. The first accelerated elimination of tariffs in
May 1990 covered over 400 products accounting for almost US$6 billion in
bilateral trade, and the second covered about 250 products accounting for
almost US$1 billion. According to the U.S. Administration, about
70 per cent of the tariffs planned to be phased out within ten years and
40 per cent of those planned to be eliminated within five years, have
already been eliminated.

57. The FTA also provided for the liberalization of certain quantitative
restrictions. Canada's embargo on used aircraft was eliminated in 1989,
and the U.S. embargo on lottery materials is to be phased out by 1993.
Canada's import restrictions on U.S. used automobiles and energy products
are to be freed by 1994. Canada is to be exempted from the application of
quantitative restrictions on imports of meat under the U.S. Meat Act.
There is no fixed time period for phasing out certain import restrictions
such as those on grain and grain products, broiler hatching eggs and chicks
for broiler production in Canada.

58. The FTA provides for rules of origin for the application of duty-free
treatment under the agreement. In most cases of goods incorporating
imported raw materials or components, origin determinations are based on a
change in tariff classification, and origin is conferred if sufficient
processing has occurred to change the tariff classification of the inputs
from their original classifications to a designated classification. For
certain assembled products, such as televisions, the value of inputs
originating in either FTA country and direct processing costs must be at
least 50 per cent of the total cost of the article. There are specific
restrictions concerning subsequent processing or assembling in a third
country. According to the United States Administration, clearer rules
under the FTA with Canada have resulted in fewer complaints about the

9According to the information supplied by the United States and Canada to GATT
(L/6739). as of 1 January 1989, 79 per cent of Canadian exports to the United States entered
duty free. About 70 per cent of U.S. exports to Canada were already duty free prior to the
FTA. In 1988, the last year prior to the agreement, U.S. imports from Canada were
US$81 billion (about 18 per cent of total U.S. imports), and U.S. exports to Canada
US$70 billion (about 22 per cent of total U.S. exports).
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administration of rules of origin in comparison with other U.S.
preferential arrangements.

59. The FTA provides for general dispute settlement between governments
through a bilateral commission and panels of independent experts; the FTA
also provides private parties the opportunity to seek the establishment of
binational panels to review anti-dumping and countervailing duty
determinations issued by the United States or Canada. Since the entry into
effect of the FTA, a number of disputes have been brought before these
dispute settlement mechanisms and a number of bilateral panels have been
formed to review anti-dumping and countervailing duty determinations (see
Chapter VI),

60. Total United States' merchandise imports from Canada grew by
9.8 per cent in 1989 and 4.8 per cent in 1990, while imports from the rest
of the world increased by 6.5 and 4.8 per cent, respectively. On the other
hand, total U.S. exports to Canada grew by 11.4 per cent in 1989 and
5.7 per cent in 1990, both of which were lower than growth rates of exports
to the rest of the world.

(b) A North American free trade agreement

61. At the time of the initial trade policy review of the United States
in 1989, a framework agreement for consultations on trade investment was in
place between the United States and Mexico, but the conclusion of a
free-trade agreement with Mexico was considered in the United States to be
a remote possibility.

62. In June 1990, the Presidents of the United States and Mexico endorsed
the goal of a comprehensive free-trade agreement between the two countries.
The initiative for the agreement, according to the U.S. Administration,
came chiefly from Mexico, following its own significant liberalization in
the late 1980s.

63. On 5 February 1991, the leaders of the United States, Mexico and
Canada announced in a joint communique their intention to pursue a North
American free trade agreement (NAFTA). They agreed that their trade
Ministers should proceed as soon as possible, in accordance with each
other's domestic procedures, with trilateral negotiations for the
agreement. The goal is to eliminate progressively obstacles to trade and
investment, provide for the protection of intellectual property rights, and
establish a fair and equitable dispute settlement mechanism. The
communique noted that the three-way free-trade agreement would create none
of the world's largest liberalized markets" comprising over 360 million
people and US$6,000 billion in output.
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64. Formal negotiations for the NAFTA are covered by the two-year
extension of fast-track negotiating authority under the 1988 Omnibus Trade
and Competitiveness Act granted in May 1991 by Congress.

65. Three-way negotiations of the NAFTA among the United States, Canada
and Mexico started in mid-June 1991. Nineteen negotiating groups have been
established. Although the negotiations are expected to be completed in
time for the "fast track" procedures which expire on 1 June 1993, no
specific target date for the completion of negotiations has been announced.

66. In response to issues raised by Congress in connection with the
negotiation of the NAFTA, the Administration gave the following
undertakings:

- Phased reductions in duties and on sensitive products would be
sought. The United States would be prepared to consider
transition periods beyond those provided in the
United States-Canada FTA;

- Safeguard provisions and strict rules of origin will be sought;

- A worker adjustment programme will be introduced to provide
services for workers who may lose jobs as a result of the
NAFTA;

- No provisions in the NAFTA are contemplated that would require
changes to U.S. immigration laws, with the possible exception
of technical changes for temporary entry of certain
professionals and managers;

- Bilateral cooperation on labour issues with Mexico would be
pursued through the framework of the existing United
States-Mexico Binational Commission and under a new Memorandum
of Understanding between the labour departments of both
Governments; and

- U.S. Provisions concerning environmental protection would be
preserved. For example, the right to exclude any products that
do riot meet U.S. health and safety requirements would be
maintained. The United States would also pursue with Mexico an
ambitious programme of environmental conservation, covering
also wildlife and marine resources.

67. Under the "pay-as-you-go" test provision under the 1990 Omnibus
Budget Reconciliation Act, new mandatory reductions of government revenues
resulting from the free-trade agreement must be offset by equivalent
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increases in revenues. According to the U.S. Administration, the likely
costs and revenues resulting from the agreement are currently being
studied.

68. Trade in manufactured products account for about two-thirds of total
United States' imports from Mexico, and over 80 per cent of total U.S.
exports to Mexico. The share of agriculture in bilateral trade between the
two countries is a little over 10 per cent, and the rest is accounted for
by minerals. This dominance of trade in manufactured products in bilateral
trade is a common phenomenon shared in bilateral trade with Israel and
Canada, both partners of free-trade agreements (Chart II.1).

69. Despite the relatively small share of agriculture in bilateral trade
(about US$2 billion for each country),negotiations regarding certain
agricultural products, such as fruit and vegetables, are considered to be
sensitive, as market opening on these products (e.g. orange juice and
winter vegetables may adversely affect U.S. producers.

70. The United States International Trade Commission (ITC) has published
two reports on the prospects for United States-Mexican trading relations.
The first, published in October 1990, was a summary of the views of
officials and businessmen on prospects for future United States-Mexican
trade relations including a free-trade area agreement (FTA) between the
two countries. According to the report, most participants in the study
agreed that "the agricultural sector would be one of the most difficult
aspects of an FTA to negotiate and that agricultural liberalization might
not be feasible in the short run".

71. As regards implications of an FTA between the United States and
Mexico for third countries, the ITC study reported that a number of
participants thought that Japan and East Asian countries might be adversely
affected by the FTA as United States' imports from these sources might
shift to Mexico because of Mexico's geographic proximity and low wage
rates. Consumer electronics, automotive products, and clothing were
mentioned as possible products to be affected. A few respondents thought
that Canadian industries such as telecommunications equipment, electronic
equipment, and power generation equipment, might be adversely affected.

10USITC. Review of Trade and Investment Liberalization Measures by Mexico and Prospects
for Future United States-Mexican Relations, Phase 1I: Summary of Views on Prospects for
Future United States-Mexican Relations. USITC Publication 2326, October 1990.
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Chart 11.1
United States trade with Israel, Canada
and Mexico, 1990
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72. While the majority of participants in the study did not believe that
the I'TA would frustrate or detract from the Uruguay Round negotiations, "a
number of U.S. Government officials felt that FTA negotiations with Mexico
should not begin until after the Uruguay Round is concluded, in order for
both countries to devote their full resources to each of the endeavours'.

73. In February 1991, the ITC published a second report on the likely
impact on the United States of a FTA with Mexico. The report concluded
that the FTA would benefit the U.S. economy overall by expanding trade
opportunities, lowering prices, increasing competition, and improving the
ability of U.S. firms to exploit economies of scale. However, the benefits
relative to the size of the U.S. economy would be small due to the relative
sizes of the two economies and the fact that both countries have already
relatively low tariff and non-tariff barriers to trade each other. The
report pointed out that the FTA would displace U.S. trade with other
countries, including Canada and those in Central and South America, the
Caribbean and Asia, although the displacement was expected to be small
(except for horticultural products and tuna).

(c) Caribbean Basin Economic Recovery Act of 1983 (CBERA)

74. Currently, the programme of duty-free preferences under CBERA is the
sole preferential regional arrangement in force maintained by the
United States. The programme was granted a GATT waiver in 1985 lasting
until 30 September 1995, the original termination date of the programme.
However, in August 1990, a new law (the Caribbean Basin Economic Recovery
Expansion Act of 1990) was enacted to make the programme permanent. The
extension of the GATT waiver has not yet been requested by the
United States.

75. Under CBERA, the United States grants duty-free entry on products
coming from designated Caribbean sources (currently 24 countries), except
for textiles and clothing, petroleum and products, prepared tuna, footwear,
certain leather goods, and certain watches and watch parts.

76. Total United States' imports from CBERA-designated countries declined
from about US$8.6 billion in 1984 to about US$6.6 billion in 1989 (largely
due to a fall in the value of petroleum imports), and increased in 1990 to
US$7.5 billion. Imports of products under CBERA preferences increased from

11U.S. International Trade Commission, The Likely Impact on the United States of a Free
Trade Agreement with Mexico, USITC Publication 2353, February 1991.
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US$578 million in 1984 (some 7 per cent of the total) to US$1.02 billion

(around 14 per cent) in 1989 (Chart II.2).l1

77. According to the latest 43port submitted by the United States to

GATT, the Dominican Republic and Costa Rica have been the leading
beneficiaries of the CBERA programme. In 1989, their combined share of

all United States' imports benefiting from CBERA preferences reached
52 per cent.

Chart 11.2
U.S. imports from countries designated
under CBERA, 1985-89
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GATT document L/6773, 11 December 1990.
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78. Leading import products which benefited from CBERA duty-free
treatment in 1990 included cane sugar, beef, medical instruments,
pineapples, ethyl alcohol, electrical variable resistors, cigars and
tobacco, and frozen orange juice. Although textiles and clothing are
excluded from the programme, United States' imports of textiles and
clothing from CBERA-designated countries grew by an average rate of over
25 per cent between 1983 and 1989, becoming the principal import items from
these countries ahead of petroleum and petroleum products. Much of these
imports entered the United States duty-free under the special outward
processing provisions of the United States' tariff (HS 9802 series: see
Chapter V).

(d) 'Enterprise for the Americas Initiative'

79. In June 1990, the President of the United States announced the
Enterprise for the Americas Initiative (EAI) with a view to establishing a
new approach to economic relations with Western Hemisphere countries. The
stated objective of the United States Administration is to encourage
liberalization, building on the considerable efforts made by these
countries in recent years to democracy and economic reform, including trade
and investment liberalization.

80. The initiative has three elements: to expand trade, encourage
investment, ease debt burdens in countries of Latin America and the
Caribbean. It also encourages environmental protection. A Bill was sent

to Congress in September 1990 to implement the investment, debt and
environmental elements of the initiative. It is still under consideration
in Congress.

81. The trade element of the initiative comprises three points.14 The
first is close cooperation with Latin American and the Caribbean countries
in the Uruguay Round; the United States would provide deeper tariff
reductions in the Round on products of special interest to them. Second,
as a long-term goal, the United States declared its readiness to enter into
a comprehensive series of free trade agreements with the countries of Latin
America and the Caribbean. The first step in this process was the proposed
free trade agreement with Mexico.15

14See Text of Remarks by the President on the Entperprise for America's Initiative,
27 June 1990.

15Besides Mexico, Chile has expressed strong interest in pursing a free-trade agreement
with the United States, and some preliminary discussions between the United States and Chile
started in 1991. At the same time, on 22 September 1991 Chile and Mexico signed a free trade
agreement which will eliminate most tariffs between them in five years starting January 1992.
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82. Third, as a step leading to the process of creating a hemispheric
free trade system, the United States offered to enter into "framework'
agreements on trade and investment with interested countries. These
agreements set up inter-governmental councils to discuss and, where
possible, negotiate the removal of trade and investment barriers. In 1990,
the United States concluded framework agreements with Bolivia, Chile,
Colombia, Costa Rica, Ecuador, and Honduras. In 1991, such agreements were
concluded individually with El Salvador, Guatemala, Nicaragua, Panama,
Peru, Venezuela, and collectively with the four countries of the MERCOSUR
group (Argentina, Brazil, Uruguay and Paraguay), and with 13 countries of
the Caribbean.

83. The establishment of free trade agreements with these countries under
the initiative is a long-term process that may extend well into the next
decade.

(e) Andean Trade Preference Act

84. In October 1990, the Administration sent to Congress a legislative
proposal, the 'Andean Trade Preference Act", to create a tariff preference
programme for four Andean countries (Bolivia, Colombia, Ecuador and Peru).
The initiative is intended to assist these countries in fighting against
drug trafficking.

83. The Bill provides preferential duty-free treatment, on a unilateral
basis, for almost 6,100 products, about two-thirds of all U.S.tariff items,
for a period of ten years. Like the CBERA, the programme would exclude
textiles and apparel articles, footwear, prepared or preserved tuna,
petroleum and petroleum products, and certain watches and parts. It would
grant a 20 per cent tariff cut to certain leather products, phased-in over
five years.

86. The programme is expected to affect about US$293 million, about
5 per cent of total U.S. imports from these four countries (1990), of which
US$155 million is cut flowers. Other major imports from these countries to
be covered by the programme would be copper and zinc. The Bill includes
safeguard provisions to protect U.S. producers, with specific provisions
for producers of perishable products (i.e., live plants and cut flowers,
fresh or chilled vegetables, fresh fruit, etc.).

87. The Bill is currently under consideration in Congress. The
"pay-as-you-go" test provision applies to this initiative, so that the
Administration needs to recoup revenues to be lo!'t by the tariff
reductions.
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(iii) Other trade agreements

(a) The United States-Israel Free-Trade Area Agreement

88. Under the FTA, which came into force in 1985, all import duties are
to be eliminated by 1 January 1995. Of the US$3.3 billion of U.S. imports
from Israel in 1990, only about 3 per cent (US$111 million) was dutiable.
For the United States, tariffs on about 50 per cent of tariff items were
immediately eliminated in 1985, with most of the remaining items phasing
out to zero over a 10 year period ending in 1995. For Israel, tariffs on
over 80 per cent of tariff items were immediately eliminated in 1985, with
most of the remaining items phasing out to zero over a 10 year period
ending in 1995. The United States has maintained the original tariff level
on 48 tariff items, and Israel on 274 items for which tariffs will drop to
zero in 1995.16

89. According to the U.S. Administration, Israel has eliminated certain
non-tariff measures in the areas of licensing, national treatment of
imports in assessing purchase tax, and in applying similar standards to
domestic and imported products.

90. However, non-tariff measures on many agricultural items have not been
fully phased out yet. Article 6 of the FTA allows the parties to maintain
import restrictions other than tariffs, such as quotas, fees and licensing,
in order to conduct their domestic agricultural policies. According to
the U.S. Administration, in August 1990, the Government of Israel increased
their import quota level on U.S. sourced raisins for three years, to
compensate for the imposition of a licensing ban on prunes in 1989. In
1991, Israel unilaterally increased its quota on U.S. sourced prunes from
300 metric tons annually to 400 metric tons.

91. Apart from these increases in import quotas, bilateral consultations
concerning agriculture have not resulted in any change in the terms of
trade liberalization for agricultural products. Further consultations are
planned to be held in Autumn 1991 to discuss agricultural trade and to
explore potential improvement in the agreement in the sector.

16Items identified as the most sensitive trade products for the United States are
certain categories of olives, dehydrated onions and garlic, citrus fruit juices, cut roses,
certain bromine products, and certain gold jewellery.

17In 1984, agricultural imports comprised 3.4 per cent of total United States' imports
form Israel, and 24.6 per cent of total Israeli imports from the United States.
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92. Total United States' imports from Israel grew faster than imports
from the rest of the world between 1985 and 1990 except for 1987 and 1990
(Chart II.3). About 96 pc 2ent of imports from Israel in 1990 were

manufactured products in 1990. Imports of agricultural products and

minerals from Israel have been small, and the absolute import level was

more or less unchanged between 1985 and 1990.

Chart 11.3
Growth of United States imports from Israel
and the rest of the world, 1983-90
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93. While about 97 per cent of U.S. imports from Israel entered duty
free, imports from Israel under special-duty provisions of the FTA remained
more or less stagnant. The total reported value of imports under the FTA

in 1989 was US$759 million, or about 23 per cent of total United States'

imports from Israel, one percentage point less than in the previous year.
In 1990, it was US$852 million, or about 26 per cent of total U.S. imports
from Israel. Remaining imports entered duty-free under other trade

provisions, such as the Civil Aviation Code, GSP provisions,
m.f.n. duty-free, and special military or General Services Administration
provisions.
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(b) Agreements with East European countries and the Soviet Union

94. Trade relations between the United States and most East European
countries and the Soviet Union have undergone significant changes since
1989. Previously, their trade relations had been affected by the
provisions of Title IV of the 1974 Trade Act, particularly the
Jackson-Vanik amendment.18

95. The following are major changes in trade relations with East European
countries since 1989.

- In February 1990, the President of the United States signed a
Jackson-Vanik waiver for the Czech and Slovak Federal Republic.
In November 1990, a bilateral trade agreement between the two
countries, providing for the mutual extension of m.f.n.
treatment and the protection of intellectual property rights,
entered into force. In 1991, the Czech and Slovak Federal
Republic was designated as a beneficiary under the U.S. GSP
programme.

- In June 1990, the United States and the Soviet Union signed a
bilateral commercial agreement which, when approved by Congress
and brought into force, will confer reciprocal m.f.n. treatment
between the two countries. In December 1990, the President of
the United States issued a temporary waiver of the Title IV
Jackson-Vanik provision for the USSR, enabling the extens.-on of
agricultural export credits and credit guarantees to the
country. The waiver was extended in June 1991 for one year. A
new Long-Term Grain Agreement (LTA) with the Soviet Union for
five years entered into force in January 1991.

- In January 1991, the President of the United States signed a

Jackson-Vanik waiver for Bulgaria. In April 1991, both
Countries signed a bilateral trade agreement which provides for
the mutual extension of m.f.n. treatment. It also includes
commitments to provide adequate and effective protection of

18According to the provisions of Title IV of the 1974 Trade Act, a country which does
not benefit from m.f.n. treatment in the United States may receive the treatment only if the
President determines that it is not denying its citizens the right to emigrate as set out in
the Act (the Jackson-Vanik amendment). Any country which is found to be denying such a right
is prohibited from receiving expert credits and credit or investment guarantees from the
United States Government. Additionally, the country must enter into a commercial agreement
with the United States before it may benefit from m.f.n. treatment.
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intellectual property rights for each nationals and entities.
The agreement awaits approval by Congress.

- In the light of the independence of three Baltic states in the
summer of 1991, the U.S. Congress is currently considering
according m.f.n. treatment to these countries, separately from
the consideration of granting m.f.n. treatment to the
Soviet Union. A bill to allow the President to accord m.f.n.
treatment permanently to the Czech and Slovak Federal Republic
and Hungary has also been introduced.

- Hungary was designated as a beneficiary under the U.S. GoS
programme in November 1989. The United States has proposed to
Hungary the negotiation of a Business and Economic Relations
Treaty which would include investment guarantees, protection of
intellectual property rights, and business facilitation
provisions.

- In January 1990. Poland was designated as a beneficiary under
the U.S. GSP programme. In March 1990, the United States and
Poland signed a Business and Economic Relations Treaty which
included the mutual protection and guarantees of investment,
protection of intellectual property rights, and dispute
settlement procedures for the two countries. The treaty was
ratified by the United States Senate in October 1990 and was
ratified by Poland in September 1991. The parties have not yet
exchanged notes which would put the treaty into force.

- In July 1991, the President c.' the United States announced the
Trade Enhancement Initiative for Central and Eastern Europe.
Part of this initiative involves the removal of impediments to
trade expansion. Work under this initiative is currently
proceeding.

(c) Other bilateral agreements

96. In 1989 and 1990, the United States and Japan engaged in the
Structural Impediments Initiative (SII) talks with a view to addressing
structural impediments, on both sides, to trade and balance-of-payments
adjustment. Both Governments issued a Joint Report in June 1990 containing
undertakings by each Government. The measures announced on the part of the
United States addressed saving and investment patterns, corporation
investment activities and supply capacity, corporate behaviour, Government
regulations, research and development, export promotion, and workforce
training and education.
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97. The United States has also engaged in consultations and negotiations
with many trading partners for agreements on specific trade issues and
disputes. Details of these specific agreements are provided in Chapter VI.

(d) Other international agreements or arrangements

98. The United States currently participates in international commodity
agreements for wheat, sugar, coffee, tropical timber, jute, and natural
rubber. It does not participate in the international agreement governing
cocoa.

99. The current Generalized System of Preferences (GSP) of the
United States under the Trade and Tariff Act of 1984 is valid until 4 July
1993. Details of the operation of the GSP are provided in the section on
tariffs in Chapter IV.
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III. TRADE-RELATED ASPECTS OF THE FOREIGN EXCHANGE REGIME

(1) Exchange Rate Movements and Trade

100. During the period 1989 to mid-1991, the real foreign exchange value
of the dollar in terms of other major currencies fluctuated, but remained
relatively low compared with its levels in the mid-1980s. The dollar rose
slightly from late 1988 to mid-1989 and in late 1990 but declined through
most of 1990 and early 1991 until mid-February. The real effective
exchange rate of the dollar in February 1991 was about to per cent lower
than its peak in 1985 (Chart III.1).

Chart 111.1
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1The real effective exchange rate of the dollar rose slightly in late 1990 and in the
early part of January 1991.
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101. The Gulf crisis had a mixed impact on the exchange rate of the
dollar. While market concerns over the crisis in late 1990 increased
demand for the dollar, the currency weakened in mid-January to
mid-February 1991 due to the outlook for the Gulf war which dampened
safe-haven demand and to interest rate differentials against the dollar.
With the end of the war, however, the dollar rose rapidly from mid-February
through mid-April 1991 due to optimism about the outlook for the U.S.
economy, concerns over the German economic situation, and uncertainties
deriving from political and economic changes in eastern European countries
and the Soviet Union. The real effective exchange rate of the dollar rose
by about 9 per cent between February and May 1991.

102. The fall in the real effective exchange rate in most of 1990 and
early 1991 was also partly due to the large shift in relative interest
rates against dollar-denominated assets and the lower rate of increase of
unit labour costs in the United States than in most other developed
countries (Table III.1). As the table shows, short-term interest rates in
the United States were higher than the average for seven major industrial
countries in 1988 and 1989, but became lower in 1990. The growth of unit
labour costs in the United States in 1990 was much lower than in other
industrial countries.

103. The considerable drop in the real effective exchange rate since 1985,
despite recent fluctuations, has meant that the international price
competitiveness of United States' goods in world markets improved markedly
over the past five years. As noted in the first review, relative prices of
United States' exports responded rapidly to changes in the exchange rate.
Between 1985 and 1990, while the unit value of U.S. exports increased by
about 14 per cent, the average unit value of exports of all industrial
countries increased by 51 per cent (Table III.2). The improved
competitiveness of U.S. merchandise was reflected in the rapid growth of
the volume of exports, which was considerably faster than the average for
all industrial countries (Chart III.2).

104. On the other hand, import prices did not reflect the depreciation of
the dollar as fully and rapidly as in the case of exports. Between 1985
and 1990, the unit value of United States' imports rose by about
16 per cent, while the average increase of import unit values for all
industrial countries was 36 per cent. At the same time, growth in the
volume of U.S. imports declined from 6.6 per cent in 1988 to 3.7 per cent
in 1990, and is expected to decline further in 1991, largely due to

2GATT (1990): Trade Policy Review - United States. 1989, pp. 169-173.
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weakened demand for imports resulting from slower economic growth
(Chart 11.2).

Chart 111.2
Export and import volumes of the United States
and all industrial countries, 1983-90
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(2) Foreign Direct Investment and Trade

105. The United States has been the world's leading supplier and major
recipient of foreign direct investment. According to the Department of
Commerce, in 1988 the United States held abroad about 31 per cent of world
stocks of foreign direct investment, while about 27 per cent of foreign
direct investments were held in the United States.

106. The reported stock of United States' direct investment abroad,
measured at historical cost, was US$422 billion at the end of 1990, up
14 per cent from the level at the end of 1989 (Table III.3). On the other
hand, the reported stock of foreign direct investment in the United States,
measured at historical cost, was US$404 billion at the end of 1990.
Foreign direct investment in the United States increased rapidly in the
latter half of the 1980s, and the stock at the end of 1990 represented more
than double the value at the end of 1985.3

107. United States' direct investment abroad has been largely directed to
Canada and the United Kingdom, and to a lesser degree to Germany,
Switzerland, the Netherlands, and Japan. Brazil, Mexico and Panama are
major developing trading partners, which have received U.S. direct
investment (Chart III.3).

108. The leading foreign direct investor in the United States has been the
United Kingdom which had the largest position at the end of 1990, at
US$108 billion, accounting for about one quarter of all foreign direct
investment in the United States (Chart III.3). Japan became the second
largest investor in 1989, surpassing the Netherlands (US$83.5 billion and
US$64 billion respectively).

109. About 40 per cent of U.S. direct investment abroad was directed
towards manufacturing industries; about 30 per cent to banking, other
finance, insurance and real estate; and the rest to petroleum, wholesale
trade, services and other industries. In manufacturing, chemicals had the

3Much of the United States' direct investment abroad was made in the 1950s and 1960s,
while most foreign direct investment in the United States was made more recently. Therefore.
if changes in prices are taken into account, the values of direct investment stocks show
substantially different figures. According to the U.S. Department of Commerce, U.S. direct
investment abroad at the end of 1990 was US$598 billion when valued at current cost of
replacing plant and equipment and other tangible assets, and US$714 billion when it was
valued at the current market value of owner's equity. Foreign direct investment in the
United States valued on a current-cost basis was US$466 billion, and US$530 billion on a
market-value basis. See 'Survey of Current Business', June 1991, U.S. Department of
Commerce.
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largest share, followed by non-electrical machinery, transportation
equipment and food products.

110. About 40 per cent of total foreign direct investment in the
United States was also directed to manufacturing; about 15 per cent to
trade; and about 8 to 10 per cent each to petroleum, finance (including
banking) and real estate. In manufacturing, the largest shares of foreign
direct investment were in chemicals, followed by food products, printing
and publishing, primary and fabricated metals, electric and electronic
equipment, and non-electrical machinery.4

111. The accelerated integration of companies world-wide has markedly
intensified the relationship between trade and investment. According to
the 1991 report of the U.S. Council of Economic Advisers, about 25 per cent
of all U.S. exports and 15 per cent of all U.S. imports were estimated to
be transfers between parents of multinational corporations and their
affiliates abroad. According to the same report, affiliates of foreign
multinationals in the United States exported and imported more 3er employee
than U.S. parent multinationals operating in the United States.

4According to the U.S. Department of Commerce, available data for 1987 showed that
foreign companies owned or controlled 13 per cent of the assets in four major U.S.
industries: mining, manufacturing, wholesale trade, and retail trade. In manufacturing,
more than 30 per cent of total U.S. assets in stone, clay, and glass products manufacturing,
and in the chemical manufacturing industry were held by foreign-owied or controlled U.S.
affiliates. Other manufacturing sectors which reflected a significant level of foreign
investment included petroleum and coal products, primary and fabricated metals, food
products, and electric and electronic equipment. However, the Department cautioned that due
to statistical reasons, these proportions might have been inflated. See U.S. Department of

Commerce, U.S. Industrial Outlook 1990.

5The difference in import behaviour is said to be explained in part by the fact that
many foreign affiliates in the United States were marketing offices for their parent
companies, and also by the relative newness of foreign multinationals in the United States.
According to the report, foreign multinationals tend to become more local, with time,
increasing vertical integration in their operations and the local content of products made in
the United States.
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Chart 111.3
Stock of U.S. direct investment abroad and
foreign direct investment in the U.S., 1987 to 1989
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112. The United States maintains an open foreign investment policy, with
some exceptions many of which are related to national security and
transactions with certain specified countries. Investment involving
ownership interest in banks are subject to Federal and State banking
regulations. There are also limitations at a Federal level on the level of
foreign investment in nuclear energy, natural resources, maritime,
communications, commercial aviation, fisheries, and customs (see
Note III1). Foreign investment in mining, public lands and maritime
services is subject to reciprocity provisions, but the provisions have not
been used. Prohibition on new investments by U.S. nationals in South
Africa was lifted in 1991. Inward and outward direct investment is
generally free of any form of approval requirements.7

6There are restric, ons ona certain transactions with, or involving, Cuba, Kampuchea,
North Korea. Libya and Vietnam.

7See Statement of Mr. William E. Barreda, Deputy Assistant Secretary of the Treasury
for Trade and Development before the Subcommittee on Commerce, Consumer Protection, and
Competitiveness of the Committee on Energy and Commerce. U.S. House of Representatives,
12 June 1991.



C/RM/S/23A
Page 37

Note III.1

Legal and Regulatory Framework for Investment

The United States' direct investment regime includes laws and regulations
that apply to both domestic and foreign investors. These govern such areas
as competitive behaviour, securities, export controls, wages and social
security, and health and safety. Laws and regulations that apply to U.S.
and foreign investors equally are not discussed in this paper. The
following is a surary of selected federal laws that affect foreign and
domestic investors differently.

A. Federal Laws that Protect Classified Information

The Executive Orders and Defense Department regulations that
constitute the Industrial Security Programme limit the ability of
foreign corporations to obtain security clearances for carrying out
contracts involving classified information. Both facility and
individual clearances are required for U.S. companies carrying out
classified contracts. Generally facilities under direct foreign
"ownership, control, or influence, are ineligible for facility
clearances, unless foreign management is excluded. A
foreign-controlled U.S. subsidiary can obtain clearances by forming a
voting trust or proxy agreement in which it gives up management
rights, but retains rights to profits, or by formally agreeing with
the USG to special management arrangements to ensure the security of
classified information.

B. Federal Laws that Protect the National Security Directly

Arms Export Control. Under the Arms Export Control Act, defense
firms must provide the U.S. Department of State with written notice
30 days prior to a planned transfer of ownership to a foreign person.
A license is required for the transfer of technical data to a foreign
person, and can be denied for foreign policy or national security
reasons.

Exon-Florio. Sector 721 of the Defense Production Act authorized the
President to block or suspend mergers, acquisitions, and takeover by
foreign persons where it is determined that the foreign person might
take action that threatens to impair the national security.
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C. Federal Laws Pertaining to Certain Industries

Aviation. The Federal Aviation Act of 1958 requires a license for
carriers to transport persons, property, or mail between two points
in the United States. To obtain such a license, the carrier must be
a U.S. person: 75 per cent of its voting interest is owned or
controlled by U.S. citizens and the President and two-thirds of its
management and board are U.S. citizens.

BaLaking. Under the International Banking Act of 1987, national
treatment at the federal level is extended to foreign banking
institutions operating in the United States. Foreign banking
institutions are also subject to State laws, which do exhibit some
differential treatment.

Fishing. Foreign persons may not own more than a minority of the
voting shares in companies that operate or own vessels that operate
in U.S. fisheries. Citizenship requirements also apply regarding
management and board of directors.

Government Securities. In August 1989, the Federal Reserve was given
the authority to refuse to designate as a primary dealer a foreign
controlled commercial or investment bank if the bank's host
government denies national treatment to U.S.-owned financial
institutions. To date, the Federal Reserve has not used this
authority.

Nuclear Energy The Atomic Energy Act of 1954 requires a license for
the operation, transfer, receipt, manufacture, production,
acquisition, possession, or import or export of facilities that
produce or use nuclear materials. Aliens, foreign governments, and
foreign-owned, -controlled, or -dominated corporations cannot be
issued a license for any other than the above activities except the
export of such facilities.
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113. Foreign investors are required for statistical purposes to report
their investments, except for residential homes for personal use, to the
Department of Commerce, and, if in agricultural land, to the Department of
Agriculture. These reports are not required until after the investment has
taken place, and are not a precondition for investment.

114. Section 5021 of the Omnibus Trade and Competitiveness Act of 1988
amended Title VII of the Defense Production Act of 1950, by authorizing the
President to review certain mergers, acquisitions and takeovers by foreign
interests with respect to their effect on national security, and to take
such action as he deems appropriate to prohibit or suspend the investment,
or to seek divestiture in the courts if he found that national security is
threatened or not protected under existing laws (the so-called Exon-Florio
provision).

115. According to the Exon-Florio provision, in December 1988, the
President designated the Committee on Foreign Investment in the
United States (CFIUS) to receive notices from parties involved in foreign
acquisition of U.S. companies, to determine whether investigations of those
transactions should be undertaken. The Exon-Florio provision, which had
lapsed on 20 October 1990, has become permanent with passage of Public
Law 102-99 on 17 August 1991. The CFIUS received over 600 notices between
Decm-ber 1988 and September 1991, out of which 13 transactions were subject
to a 45-day investigation. Four of those transactions were withdrawn. The
President chose not to intervene in eight and chose to prohibit one
transaction.

116. The growth of foreign direct Investment in the United States has
risen concerns by the Congress about its impact on various sectors and
geographical areas in the United States. The Foreign Direct Investment and
International Financial Data Improvements Act, enacted in 1990, was aimed
at upgrading Government information on foreign direct investment in the
United States. The new legislation provides for greater co-ordination
among Federal statistical agencies in the collection, sharing, and
assessment of data on foreign direct investment in the United States, and
requires the Secretary of Commerce to report annually on the role and
significance of foreign direct investment in the United States. However,
the Act does not prescribe additional reporting requirements for
businesses.

117. As regards United States' direct investment abroad, the Government
has been seeking negotiations in the Uruguay Round on an agreement to

prohibit trade-related investment measures which inherently restrict or

distort trade. The United States also initiated Section 301
investigations, under the so-called fSuper 301w process in 1989, on India's
measures on foreign investment (see Chapter IV).
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IV. TRADE POLICIES AND PRACTICES BY MEASURE

(1) Overview of Developments since the First Review

118. The United States has implemented the Harmonized System of tariff
classification since January 1989, and tariff and import data based on the
HS are now available. in mid-1989, the United States implemented, or. a
provisional basis in the context of the Uruguay Round, reduction of tariffs
by 25 per cent on 49 tropical products, including 7 industrial tropical
products. The Customs and Trade Act of 1990 extended duty suspensions on
certain chemicals anad other products, which had been introduced by the
1988 Omnibus Trade and Competitiveness Act, until 31 December 1992. Except
for these provisional changes, U.S. applied m.f.n. tariff rates have been
unchanged during the last two years.

119. As described in Chapter II, the United States has used m.f.n. tariff
treatment as an important policy instrument in its relations with trading
partners, particularly with the Soviet Union and east European countries,
and China. In 1990, the United States granted m.f.n. treatment to the
Czech and Slovak Federal Republic, and is currently considering extension
of the treatment to the Soviet Union and three Baltic states.

120. A major extension of free-trade area tariff treatment is planned in
the negotiations on a North American Free Trade Area (NAFTA) with Canada
and Mexico. Other regional free-trade arrangements are under consideration
in the context of the Enterprise for the Americas Initiative.

121. GSP and other tariff preferences have also been used as important
instruments in the United States' relationships with developing countries.
The tariff preference scheme under the Caribbean Basin Initiative has been
made permanent, and tariff preference proposals for four Andean countries
are currently being considered by Congress.

122. During the last two years, the United States took follow-up measures
on the 'Superfund' tax and the customs user fee, both of which had been
found GATT-inconsistent by Panels, with a view to bringing them into
conformity with GATT provisions.

123. Certain import quotas have been removed or expanded. In 1990, as a

follow-up on a Panel report, the United States replaced a quantitative
limit on sugar imports with a tariff quota. In 1990, the President
suspended the quota restrictions on imported cotton comber waste under
Section 22 of the Agricultural Adjustment Act of 1933. In July 1991,
import quotas for peanuts were temporarily increased. On the other hand,
VRAs on imports of meat were concluded with Australia and New Zealand in
October 1991, for the first time since 1988.
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124. Changes during the last two years in other non-tariff measures
include a total ban on trade with Iraq, following its invasion of Kuwait;
an embargo on yellowfin tuna or its products harvested by Mexico, Venezuela
and Vanuatu under the Mammal Protection Act of 1972, as amended; and
addition of kiwifruit to the list of products subject to agricultural
marketing orders.

125. While the number of anti-dumping investigations declined markedly in
1989/90 (July-June), it increased again substantially in the following
year. A number of disputes concerning U.S. anti-dumping practices were
brought before the dispute settlement procedures under the Anti-Dumping
Code. Various aspects of U.S. anti-dumping regulations and practices are
currently subject to bilateral consultations or dispute settlement
procedures. A GATT Panel report found that in a case concerning imports of
pork from Canada, U.S. countervailing duties were levied inconsistently
with the General Agreement.

126. Although Section 337 of the Tariff Act of 1930, dealing mainly with
'unfair" patent practices, was found GATT-inconsistent by the CONTRACTING
PARTIES in November 1989, the United States continued to implement the Act
unamended with respect to 23 cases between November 1989 and June 1991.
Amendment of the Act, in the United States' view, must be accomplished
through implementing the results of a successful conclusion of the Uruguay
Round.

127. No new safeguard action under Article XIX has been introduced since
the initial review of 1989, and currently there is no import relief in
effect under the Article. No new investigations under Section 232
(national security), or under Section 406 (market disruption) have been
initiated since the initial review.

128. Most ZRAs and sectoral arrangements which existed at the time of the
initial review (steel, machine tools, semiconductors, textiles and
clothing, etc.) continue to remain in effect, with some of them modified or
extended since then. One exception is the OMA with China concerning
China's exports of tungstic acid etc. which expired at the end of September
1991. With a view to addressing trade-distorting subsidies and other trade
measures, the United States Government has been seeking multilateral
agreements on steel within the framework of the Uruguay Round negotiations,
and on shipbuilding in the OECD.

129. COCOM-related export controls have been decontrolled with respect to
a substantial number of products in 1990 and 1991. Other export controls
have been tightened in some areas, such as unprocessed timber from
State-held lands, and chemical, biological and nuclear weapons.
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130. The 'Super 301" process, introduced in the 1988 Omnibus Trade and
Competitiveness Act, expired in 1990. The number of newly initiated
Section 301 investigations fell from 9 cases in 1989 to three in 1990, and
rose to five in 1991 (up to October). 'Special 301" provisions, relating
to intellectual property legislation, remain in force. Currently, seven
"301" cases are outstanding: two of these are under "Special 301"
provisions and in a third case the country concerned has been named as a
"priority" country under the "Special" provision. No new Section 301
retaliation has been introduced since January 1989, and currently
retaliatory action is in effect with respect to only one case. In 1990 and
1991, altogether 14 cases of investigation were terminated or suspended,
mostly as a result of the adoption of Panel reports in support of
U.S. complaints or of bilateral settlements.

131. As a result of Section 301 investigations or other bilateral
consultations, the United States succeeded in obtaining assurances from
some trading partners to improve their market access conditions, including
in a few instances, particularly involving Japan, by identifying certain
import-related objectives for the respective industries to achieve as one
indication of improvements in market access.

(2) Measures Directly Affecting Imports

(i) Tariffs

132. For the first trade policy review of the United States in 1989, the
analysis of United States tariffs was based on the Tariff Schedules of the
United States (TSUS). The product categorization of TSUS was not
compatible with that of the Harmonized system (ES). Since January 1989,
the United States has implemented the Harmonized System (ES), and tariff
and import data based on the HS nomenclature are now available. The
following analysis of tariffs is based on ES data provided to the GATT
Secretariat by the United States Government.

133. There are three different tariff rates applicable to imported goods
in the United States Harmonized Tariff Schedule. 'General' Lates in
Column 1 are m.f.n. rates; 'Special' rates in Column 1 are those subject to
special tariff treatment under preferential progrmmes (GSP, Automotive
Product Trade Act, Civil Aircraft Code, Free-Trade Agreements with Canada
and Israel, and Caribbean Basin Economic Recovery Act); and Column 2 rates
are applied to products from specified countries and regions which are
denied m.f.n. treatment by the United States, such as Afghanistan, Cuba,
Romania, the Soviet Union, z.nd Vietnam.

134. Differences between m.f.n. rates and Column 2 rates are substantial.
For a large part of tariff items, there are 30 to 40 percentage points or

more differences between the two rates. For example, while m.f.n. rates on
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toys are either free or less than 12 per cent, Column 2 rates on the
product are mostly 70 per cent.

(a) M.f.n. treatment

135. Currently only two GATT contracting parties (Cuba and Romania) are
denied or suspended m.f.n. tariff treatment by the United States.1 In 1990
the United States concluded a trade agreement with the Czech and Slovak
Federal Republic, agreeing to apply m.f.n. treatment to each other (for
recent moves to extend m.f.n. treatment to the Soviet Union and other
eastern European countries, see Chapter II).

136. China has been granted m.f.n. treatment by the United States since
February 1980 by an annual waiver of the Jackson-Vanik amendment: to the
1974 Trade Act (see Chapter !I for a description of the Jarkson-Vanik
amendment).

137. The United States has been applying GATT Article XXXV
(non-application of the General Agreement) to Hungary and Romania since
their accession to GATT in the early 1970s. While Romania has been
suspended m.f.n. treatment by the United States since 1988, Hungary has
been granted m.f.n. treatment since 1978.2

(b) Forms of tariffs

138. The Harmonized Tariff Schedul2 of the United States contains
9121 tariff items (tariff lines). About 17 per cent of these are duty-free
on an m.f.n. and effectively applied basis. Out of the remaining dutiable
tariff items, most are subject to ad valorem duties, and a few to specific
duties or compound duties. Specific duties are largely applied to
agricultural products, while compound duties are mostly applied to
industrial products (Table IV.l).

139. In terms of the Value of 1989 imports, about 19 per cent of total
imports were duty free items. Some 67 per cent of total imports were

1Nor-GATT members which are currently denied m.f.n. treatment include Afghanistan,
Albania, Bulgaria, Kampuchea, Laos, Mongolia, the Soviet Union and Vietnam.

2Despite the application of m.f.n. treatment to Hungary. the application of Article
XXXV to Hungary has continued because Title IV of the 1974 Trade Act precluded the extension
of unconditional *.f.n. treatment to Hungary. The treatment is currently under
reconsideration in the United States and has been linked to the review in GATT of Hungary's
Protocol of Accession. Restoration of m.f.n. treatment for Romania may be reviewed at an
appropriate time, according to the United States Goverrment.

3Compound duties are a combination of ad valorem and specific duties.
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dutiable items on an ad valorem basis; about 13 per cent bore specific
duties; compound duties covered approximately one per cent. About
38 per cent of the value of agricultural imports and about 11 per cent of
the value of industrial imports were specific duty items. Among
agricultural imports, the percentage of specific duty items was greater
among processed products than among primary or semi-processed products. By
product categories, beverages and spirits, tobacco, and animal products,
oilseeds, and fuels had high percentages of specific duty items among their
imports. These are mostly high bulk, low import value items.

(c) Average tariff levels

140. The simple average of effectively applied m.f.n. tariffs on all
products (excluding Petroleum) was 7.0 per cent, according to the 1989 GATT
Tariff Study file. The simple average for all industrial products
(excluding petroleum) was 6.7 per cent, and for agricultural products
8.6 per cent (Chart.IV.l).

4These percentages do -lot necessa-ily imply that actual imports were subject to these
duties, because tariff preferences accorded by the United States are not included in the
calculation of the percentages.

5The 1989 Tariff Study file does not include tariff reductions made by the
United States on certain tropical products in mid-1989 on a provisional basis, nor the
extension of duty suspensions, unti! 31 December 1992, on certain products provided by the
Customs and Trale Act ef 1990.
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Chart IV.1
Effectively applied tariffs in the
United States, 1989
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141. Except for a limited number of products, United States tariffs are

bound under GATT at effectively applied levels. Therefore, there is
little difference between the simple average of effectively applied tariffs
and that of GATT-bound tariffs. The simple averages of pre-Uruguay Round
bound tariffs were 7.1 per cent for all products (excluding petroleum),
6.8 per cent for all industrial products (excluding petroleum), and
8.8 per cent for agricultural products.7

6Overall. 98 per cent of tariff lines are bound (see section (2)(i)(f) belct). Tariff
items bound at rates higher than existing levels represent about 1.5 per cent of total
tariff items.

7The bound-duty averages were calculated oi, the basis of pre-Uruguay bound duties as
reported in the United States Schedule XX and, for unbound duties, those submitted by the
United States to the GATT Secretariat.
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142. Weighted by U.S. imports in 1989 from m.f.n. sources (countries which
are receiving m.f.n. treatment, excluding those receiving additional
special tariff preferences like Canada, Israel, Caribbean countries and GSP
beneficiaries), the weighted averages of effectively applied tariffs on all
products (excluding petroleum), industrial products, and agricultural
products were 5.1 per cent, 5.1 per cent, and 3.0 per cent, respectively.8

143. Commodity-wise analysis of average tariff levels is presented in
Chapter V.

(d) Tariff range

144. Import duties (m.f.n. applied) of less than 10 per cent ad valorem
(or ad valorem equivalent) apply to 81 per cent of total tariff items of
the United States' tariff schedule. Tariff rates on another 15 per cent of
total tariff items range between 10.1 and 20 per cent, and tariff rates on
the remaining 4 per cent of tariff items are over 20.1 per cent
(Chart IV.2).

8Similarly weighted by 1989 imports from m.fen. sources, weighted averages of
GATT-bound tariffs on all products (excluding petroleum), industrial products, and
agricultural products were 5.3 per cent. 5.4 per cent, and 3.1 per cent, respectively.
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Chart IV.2
MFN tariff ranges for agriculture and industry
in the United States, 1989
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145. As seen from the Chart, the spread of tariffs for agricultural
products is wider than for industrial products. About 6 per cent of
agricultural tariff items are subject to over 209per cent tariff rates, and
the ratio for industrial products is 4 per cent.

146. While high tariffs of over 20 per cent rates apply to only a small
part of total tariff items, tariff peaks reach very high for some items,
particularly those subject to specific duties. The ad valorem equivalent
of specific duties fluctuates substantially depending upon import prices of
the product concerned. For example, according to the 1989 Tariff Study
file, ad valorem equivalents of tariff peaks reach 1,775 per cent for

9The standard deviation of effectively applied tariffs is about 34 per cent for
agriculture, and about 7 per cent for industrial products (excluding petroleum). The
standard deviation is particularly high for processed agricultural products (about
41 per cent), and low for industrial raw materials (3 per cent).
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certain manufactured tobacco, 537 per cent for unmanufactured tobacco,
338 per cent for cocoa and cocoa preparations, 151 per cent for certain
watches and clocks, and 98 per cent for certain beverages and spirits.

(e) Tariff escalation

147. As shown in Chart IV.3, tariff escalation by stages of processing is
observed for both agricultural and industrial products, especially when
weighted averages are used. While absolute levels of tariffs are
relatively low, the weighted average of applied tariffs on agricultural
processed products is more than 3 times higher than on primary products,
and that on finished manufactures (excluding petroleum) is more than
7 times higher than that on raw materials. Tariff escalation is
particularly pronounced with respect to leather, rubber, wood and cork,
textiles and clothing, mineral products, ores and metals, foodstuffs, dairy
products, and fish products (for tariff information for different stages of
processing by product categories, see Table AIV.1).

Chart IV.3
Applied tariffs for agriculture and industry in the
United States by stage of processing, 1989
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(f) Tariff bindings

148. In terms of tariff numbers, about 98 per cent of total tariff items
are fully bound, mostly at effectively applied levels. A small number of
items are partially bound. Almost 100 per cent of industrial products and
91 per cent of agricultural products are bound (Table IV.2). In terms of
actual imports, including crude petroleum, 91 per cent of total imports and
around 92 per cent of industrial imports entered under bound tariffs.
Crude petroleum, tariffs on which are not bound accounted for about
8 per cent of U.S. total imports in 1989.

149. Among agricultural products, primary products have a lower binding
ratio (87 per cent in terms of tariff numbers and 82 per cent in terms of
1989 imports) than semi-processed or processed products. Relatively low
rate of binding (67 per cent) in terms of 1989 imports was recorded for
fish and shellfish.

(g) Tariff preferences

150. The United States currently accords non-m.f.n. tariff preferences on
a reciprocal basis to Canada and Israel under free-trade agreements, to
Caribbean countries on a non-reciprocal basis under the Caribbean Basin
Economy Recovery Act (CBERA), and to a wider range of developing countries
under the Generalized System of Preferences (GSP). Negotiations for the
conclusion of a North American Free Trade Agreement (Canada, Mexico and the
United States) are underway (see Chapter II). Congress is currently
considering a new initiative to provide tariff preferences similar to the
CBERA to the four Andean countries.

Reciprocal tariff preferences

151. The Free-Trade Area Agreement between the United States and Israel
provided for mutual tariff elimination of all products by January 1995 (see
Chapter II).

152. The Free Trade Agreement between the United States and Canada entered
into force as of January 1989, and tariff elimination is expected to be
completed within ten years by 1 January 1998 (see Chapter II).

Non-reciprocal regional tariff preferences

153. Under the Caribbean Basin Economic Recovery Act of 1983 (CBERA) , the
United States has eliminated import duties on all products coming from
designated Caribbean countries (currently 24 countries), except for
textiles and clothing, petroleum and products, prepared tuna, footwear,
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certain leather goods, and certain watches and watch parts (see
Chapter II).

154. The United States is currently considering to accord tariff
preferences to the Andean nations (Bolivia, Colombia, Ecuador and Peru)
under the Andean Trade Preference Act of 1991. When implemented, the
preferential treatment will cover about 6,100 tariff items, larger than
those under the GSP, with the same exceptions as under the CBERA. Tariff
preferences will also form part of the initiatives which are currently
under consideration by the United States Government, such as a proposed
free-trade agreement with Mexico, and the Enterprise America initiative
with Latin American and Caribbean nations (for these proposed arrangements,
see Chapter II).

Generalized System of Preferences (GSP)

155. The GSP, applied on an autonomous basis, continues to be an important
policy instrument of the United States in its relations with developing
countries. The current GSP programme under the 1984 Trade and Tariff Act
is valid through 4 July 1993. All United States GSP rates are duty-free.
Annual reviews of the programme have introduced certain adjustments with
respect to product coverage and beneficiary countries.10

156. The eligibility of countries is determined on the basis of various
factors stipulated in the Trade Act of 1974, as amended by the Trade and
tariff Act of 1984, including competitiveness, general level of
development, market access, the protection of intellectual property rights,
trade distorting investment practices, barriers to trade in services, and
failure to afford workers internationally recognized worker rights' in
recipient countries. 11

157. Any interested party can file a petition with the USTR requesting a

change in product or country eligibility. Product petitions are generally
filed by a U.S. or foreign industry or trade group, or a beneficiary
country. Petitions regarding country eligibility are usually filed by
industries, except that petitions regarding worker rights are usually filed
by labour or human rights groups. The petition process includes public

'OFor details of the operation of the U.S. GSP, see tne Office of the U.S. Trade
Representative. 'A Guide to the U.S. Generalized System of Preferences'. August 1991, and the
report by the United for the Trade Policy Review Mechanism (1991), C/RM/G/23.

lProvisions on competitiveness, 'graduation'. workers' rights, intellectual property,
trade distorting investment practices and barriers to trade in services were added in the
Trade and Tariff Act of 1984.
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hearings and written comment periods, and economic advice provided by the
U.S. International Trade Commission. The filing deadline for petitions is
1 June, and the process concludes on or about 1 April the following year
with the announcement of the President's decisions, which are implemented
on 1 July.

158. Recent changes in country eligibility to the United States GSP
programme are listed in Table IV.3. Currently, the programme is applied to
134 designated beneficiary countries and territories. A total of
4,284 tariff items, or nearly half of total U.S. tariff items, are covered
by the programme. The following products are mandatorily excluded from the
programme: (a) textile and apparel articles subject to textile agreements,
(b) certain watches, (c) import sensitive electronic articles, (d) import
sensitive semi-manufactured and manufactured glass products, and (e) impczt
sensitive steel products.

159. The most significant change in recent years has been the removal from
the programme of Taiwan, the Republic of Korea, Hong Kong and Singapore
with effect from 1 January 1989. In 1988, these four beneficiaries
accounted for US$9.8 billion or nearly 54 per cent of GSP duty-free imports
of the United States.

160. Largely due to the removal of these four large beneficiaries from the
programme, GSP duty-free imports fell from US$18.3 billion in 1988 to about
US$10 billion in 1989, and to about US$11 billion in 1990. Main
beneficiaries in 1989 and 1990 were Mexico, which accounted for about one
fourth of the GSP duty-free imports, and Malaysia, Thailand and Brazil,
which each had more than US$1 billion in GSP duty-free exports to the
United States in 1989 and 1990. Excluding imports from the four
beneficiaries which were removed from the programme, GSP duty-free imports
increased by 18.6 per cent in 1989 compared with 1988. In 1990, GSP
duty-free imports increased to about US$11 billion, accounting for about
12 per cent of all imports from beneficiary countries and about 2 per cent
of total U.S. imports.

161. Since 1989, Hungary, Poland, Namibia, and the Czech and Slovak
Federal Republic have been newly designated as GSP beneficiaries. Bahrain
and Panama were reinstated to the programme in 1990. Bahrain had been
suspended from the programme since 1988 because its per capita income
exceeded the statutory limit for GSP beneficiaries. Panama had been
suspended since 1988 on the ground of inadequate prevention of the domestic
production and exportation of drugs. Since February 1991, GSP benefits
have also been reinstated for the Central African Republic, Chile and
Paraguay as from 1 July 1991. These countries had been suspended from the
programme on grounds that they were not taking steps to afford their labour
forces internationally recognized worker rights.
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162. A number of countries have, in the period, been investigated for
alleged worker rights violations. Liberia was found not to meet
United States requirements, and was suspended from the programme in
July 1990. For the same reason, Sudan was suspended from the programme in
July 1991. Currently, seven countries (Bangladesh, El Salvador,
Mauritania, Thailand, Panama, Sri Lanka and Syria) are under review for
alleged worker rights violations.

163. In November 1989, the President of the United States announced a
package of trade initiatives for the Andean nations (Bolivia, Colombia,
Ecuador and Peru) with a view to supporting fundamental economic reform
based on market forces in these countries as deterrent to drug trafficking.
A special GSP product review was conducted as part of the President's
initiatives. As a result, 66 products were added to the GSP product
coverage in 1990, representing about US$120 million on the basis of 1989
imports. These products cover agricultural and manufactured goods of
export interest to the Andean region.

164. As a result of the 1990 GSP review, 59 new items worth US$337 million
in 1990 imports from GSP beneficiaries were designated for GSP treatment,
effective from 1 July 1991. The measure was particularly designed to
support economic reforms in the Czech and Slovak Federal Republic, Hungary,
Poland and Yugoslavia, as more than half of the 1990 imports of these items
came from the four east European countries.

165. In July 1991, the President of the United States, as part of his
Trade Enhancement Initiative for Central and Eastern Europe, announced that
there would be a special, expedited GSP review for products of interest to
countries of the region. The results of this review will be announced in
March or April 1992, and implemented on 1 May 1992.

(h) Tariff concessions

166. Chapter 98 of the United States tariff schedule provides for tariff
concessions for articles exported and returned, advanced or improved
abroad. The scheme encourages production sharing of the articles
concerned between domestic firms which provide components and foreign firms
which assemble them abroad. It is intended to increase both exports of the
components from the United States and imports of the assembled products to
the United States. Tariffs are generally levied not on the full value of

12See subheadings of the Harmonized Tariff Schedule of the United States, 9802.00.20 to
9802.00.80.
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the goods, but on the value added abroad, defined either as the value of
processing or as the full value less the cost of U.S. made components.

167. Sub-heading 9802.00.60 covers metals of U.S. origin processed abroad
and returned to the United States for further processing. Sub-heading
9802.00.80 provides similar tariff concessions for other eligible imported
goods which contain United States-made components. The U.S. content of
articles imported under these subheadings is also exempt from the Customs
user fee.

168. In 1989, U.S. imports under subheading 9802.00.60 amounted to
US$1.1 billion and imports under subheading 9802.00.80 to US$73 billion.13
Together, they accounted for some 16 per cent of total U.S. imports. Their
share in total imports grew rapidly during the latter half of the 1980s The
exemption of the Customs user fee, introduced in 1986, is considered to
have motivated many importers to claim eligibility under these provisions.

169. Canada, Japan and Mexico, together accounted for 75 per cent of total
imports under these provisions (Tab'le IV.4). U.S. imports under
subheading 9802.00.80 accounted for 44 per cent of Mexico's exports to the
United States in l189, 29 per cent for Canada, 18 per cent for Japan, and
10 per cent for the Republic of Korea.

170. Motor vehicles accounted for 61 per cent of the total imports under
subheading 9802.00.80, semiconductors 7 per cent, motor-vehizle parts and
rail locomotives 6 per cent, and textiles and clothing 4 per cent

(Chart IV.4). A high ratio of United States-made components was observed
in imports of agricultural and forest products, body-supporting garments,
trousers, shirts and blouses, motors and semiconductors. On the other
hand, the ratio was relatively low for imports of tape recorders, internal
combustion engines and parts, motor vehicles, and footwear.

13For details, see U.S.International Trade Conwission, Production Sharinq:
U.S. Imorts under Harmonized Tariff Schedule Subheadings 9802.00.60 and 9872.00.80,
1986-1989, USITC Publication 2349. January 1991.
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Chart IV.4
U.S. imports under HS 9802.00.80 by
industry groups, 1986 and 1989
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1986-19&9, USITC Publication 2349, January 1991.

171. Textiles and clothing accounted for about half of duty savings
accrued from the use of the tariff provision (9802.00.80), and motor
vehicles for 30 per cent. The large savings by textiles and clothing were

due to the relatively high import duties on these products. On the other
hand, imports of semiconductors did not save duties as these goods enter
the United States duty-free.

172. Special quota programmes under the provision to imports of textiles
and clothing from Caribbean countries and Mexico, were introduced in 1986
as the Special Access Program under the Caribbean Basin Initiative and the
Special Fdgime Program under the United States-Mexico bilateral textile
agreement (for details, see Chapter V).

1989
Motor vehicles

$44.2 b
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(ii) Tariff quotas

173. In 1990, a tariff quota was newly introduced for imports of sugar,
replacing the previous import quotas under the Headnote authority of the
United States" tariff schedule, which had been found GATT-inconsistent by a
GATT Panel in 1989 (see the section on sugar in Chapter V).

174. There have been no other additions to the list of products subject to
tariff quotas: the list includes brooms of broom corn. certain tunas and
skipjack, certain green olives, and certain milk and cream.

(iii) Import levies and charges

(a) Customs user fee

175. Following the adoption of a GATT Panel Report in February 1988, new
legal provisions, valid until 30 September 1991, were introduced under the
Customs and Trade Act of 1990 concerning the application of the Customs
User Fee. These provisions were extended until 30 September 1995 under
the Omnibus Budget Reconciliation Act of 1990.

176. The new provisions maintain the fee at 0.17 per cent ad valorem, but
provide a minimum fee Level of US$21 and a maximum fee of US$400.
Exemptions were extended to imports under the Caribbean Basin Initiative,
imports from leas. developed countries and United States insular
possessions, and imports under Chapter 98 of the Harmonized System. The
United States-Canada Free Trade Agreement requires that the U.S. custom.
user fee on goods originating in Canada be gradually eliminated by
1 January 1994, and that neither country introduce new customs user fee in
the future.15

177. At the GATT Council meeting in March 1991, the EC expressed concern
that the fee was still likely, in many cases, to exceed the cost of
services rendered since it was still based on the value of the imported
goods. In response, the United States delegation said that the new fee

14The Panel concluded that th! ad valorem structure of the merchandise processing fee
was inconsistent with the obligat ons of Articles II:2(c) and VIII:1(a) of the General
Agreement to the extent that it caused fees to be levied in excess of the cost of services
rendered. The Panel report is contained in GATT document BISD 35S/245.

15The customs user fee will be phased out by reducing the level otherwise applicable by
20 per cent per year beginning on 1 January 1990.
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addressed the Panel's recommendations and met the criteria of
GATT Article VIII.16

(b) Superfund tax

178. In December 1989, the President of the United States signed
legislation to amend the Superfund tax in compliance with a GATT Panel's
recommendations, adopted in June 1987, to apply uniform taxes on imported
and domestic petroleum products.17

179. The new law increased the Superfund tax rate on domestic crude oil
and petroleum products to 9.7 cents per barrel (formerly 8.2 cents), and
lowered the rate on imported crude oil and petroleum products to 9.7 cents
per barrel (formerly 11.7 cents), thereby bringing both rates to the same
level.

(c) Other levies and charges

180. The Harbour Maintenance Fee was increased threefold in January 1991,
from the previous 0.04 per cent of the value of commercial cargo loaded or
unloaded at U.S ports to 0.125 per cent. The increase was aimed at
enabling the Army Corps of Engineers (ACE) to recover 100 per cent of its
operating and maintenance costs for harbour facilities. According to the
United States Government, prior to the increase, the ACE had recovered
40 per cent of such costs. The fee collections are deposited in the
Harbour Maintenance Trust Fund, and at the end of each fiscal year, the ACE
is reimbursed for its expenditures from the Fund.

181. imports are normally subject to other indirect domestic taxes at the
same level as domestic production. A tax is imposed on imported perfumes
containing distilled spirits es a border tax adjustment on distilled
spirits.

(iv) Import prohibitions

182. In March 1990, the President of the United States announced that in
the light of changed circumstances, the national security emergency with

16GATT document C/M/248.
7The Panel concluded that differential excise taxes on petroleum at the rate of

8., cents per barrel for domestic crude oil and 11.7 cents per barrel for imported petroleum
were inconsistent with Article III:2, first sentence, of the General Agreement. the Panel
therefore suggested that the CONTRACTING PARTIES recommend that the United States bring the
tax on petroleum in conformity with its obligations under the General Agreement. The Panel
report is contained in GATT, BISD 34S/136.
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respect to Nicaragua, declared in 1985, had been terminated and all
economic sanctions, including a trade embargo, had been lifted.

183. Following Iraq's invasion of Kuwait, on 2 August 1990 the President
of the United States invoked his authority under the Constitution and laws
of the United States, including the International Emergency Economic Powers
Act, to impose a total ban on trade in any goods or services with Iraq and
Kuwait. The ban was administered by the Department of Treasury, in
consultation with the Department of State. The ban on trade with Kuwait
was lifted in March 1991.

184. In accordance with the Free Trade Agreement with Canada, the
United States is required to eliminate, from January 1993, the embargo on
lottery materials printed in Canada for a United States lottery.

185. Imports of certain vessels for coastwise trade continue to be
prohibited on the ground that the law pertaining to the prohibition (the
Jones Act) had existed at the time of the accession to GATT (Protocol of
Provisional Application). Imports of pistols and revolvers are also
prohibited for the protection of essential security interests.

186. The Marine Mammal Protection Act of 1972, as amended, prohibits
importation into the United States of tuna caught by purse-seine fishing in
the eastern tropical Pacific Ocean unless the fishing practices meet
certain standards set by the United States. In October 1990, the
United States implemented an embargo on yellowfin tuna or yellowfin tuna
products harvested by Mexico, and in March 1991 extended embargo to
Venezuela and Vanuatu. In May 1991, the embargo was also extended to
products from intermediary nations (for details, see the section on fish in
Chapter V).

(v) Import licensing

187. Few changes in the U.S. import licensing system have taken place
since the initial review of 1989 (details of the U.S. system are provided
in its notification to GATT). While the previous import quota on sugar
has been converted into a tariff quota, effective 1 October 1990, a

certification system has been maintained for entry of low-duty sugar into
the United States under the tariff quota system.

18The latest notification is contained in GATT document L/5640/Add.40/Rev.2, dated
15 March 1991.
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(vi) Import quotas

188. Table AIV.2 shows the quantitative restrictions currently maintained
by the United States. These are maintained under Section 22 of the
Agricultural Adjustment Act of 1933, as amended, and are covered by the
waiver to Article XXV granted by the GATT CONTRACTING PARTIES to the
United States in 1955. Main product categories subject to import quotas
under the GATT waiver are dairy products, peanuts, cotton, and certain
sugar-containing products. Other import quotas or annual "voluntary
restraint agreements negotiated, may also be introduced, under the 1979
Meat Import Act.

189. The following changes have been made since the initial review of
1989:

- In October 1990, as a follow-up on a Panel report adopted by
the GATT Council in June 1989, the United States replaced an
absolute quota on sugar imports with a tariff quota (for
details, see the section on sugar in Chapter V);

- Upon recommendations of the ITC, the President announced in
November 1990 that the quota restrictions on all imported
cotton comber waste under Section 22 of the Agricultural
Adjustment Act of 1933, as amended, would be indefinitely
suspended (for details see the section on textiles in
Chapter V). The import quota was part of measures covered by
the GATT waiver granted to the United States in 1955;

- Global quotas on specialty steel which had been imposed in 1983
under the Article XIX safeguard clause were terminated in
September 1989, although the product was subsequently included
in the VRAs on steel concluded by the United States with
28 countries.

- While in 1989 and 1990, no import quotas on meat were imposed
and no voluntary restraint agreements were negotiated with
supplying countries, in Cotober 1991, VRAs with Australia and
New Zealand were concluded.

190. There have been no increases in the volume of import quotas on
products under Section 22, except for a temporary increase in peanut quotas
effected in July 1991 for the period of one month. The trigger level for
meat imports under the Meat import Act was reduced in 1990 compared with
1989, but increased slightly in 1991 (see Chapter V).
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191. In October 1990, the President of the United States vetoed a bill
called the "Textile, Apparel, and Footwear Trade Act of 1990", which
intended to impose import quotas on textiles, textile products, and
non-rubber footwear.

192. Economic effects of some of these import quotas on the U.S. economy
have been studied by the ITC in 1989. According to the report, it is
estimated that U.S. consumers could have gained about US$1.7 billion in
1988, and about US$1.4 billion in 1989 from the removal of import
restraints on sugar, dairy, peanuts, cotton and meat, because the prices of
both the import and the competing domestic products would have decreased
(for details, see Figure V.1).

193. The United States Administration has declared that the GATT waiver of
import quotas under Section 22 of the United States Agricultural Adjustment
Act was on the negotiating table of the Uruguay Round. The Administration,
however, has not declared its intention to further remove import quotas
under Section 22. In February 1991, in a letter to the Chairman of the
Committee on Agriculture, Nutrition, and Forestry of the United States
Senate, the United States Trade Representative expressed her accord to the
argument that the elimination of Section 22 import quotas would be harmful
to the U.S. dairy industry and other agricultural sectors if this did not
occur within a multilateral and comprehensive framework of reductions in
agricultural support and protection.

(vii) State trading

194. The United States does not maintain any state trading enterprises
with exclusive or special privileges accorded by the Government.

(viii) Import cartels

195. There are no provisions in U.S. law which allow import cartels (for
details of U.S. anti-trust laws, see the section on anti-trust enforcement
below).

(ix) Countertrade

196. The United States' basic policy on countertrade is that the
Government does not interfere in transactions involving countertrade and
offsets undertaken by U.S. firms, although it views countertrade and offset
practices as economically inefficient overall and potentially market
distorting.

197. As regards offset arrangements in military exports, on 16 April 1991
the President of the United States announced, as Government policy, that no



C/RM/S/23A
Page 60

United States Government agency shall encourage, enter into, or commit
U.S. firms to any offset arrangement in connection with the sale of
military goods or services to foreign governments, and that U.S. Government
funds shall not be used to finance offsets in security assistance
transactions.

198. There is no accurate data on countertrade undertaken in recent years.
The United States does not collect trade information by method of
financing. However, the U.S. International Trade Commission conducted a
survey of 523 U.S. large firms accounting for 60 per cent of U.S. exports
for 1984, and concluded: (i) 5.6 per cent of these 1984 U.S. exports
involved countertrade obligations; (ii) military offsets accounted for
about four-fifths of total countertrade/offsets; (iii) counterpurchase was
the most common form of this trade; and (iv) trade with east European
countries accounted for about half of all U.S. goods imported as a result
of non-military countertrade.19

199. In accordance with the 1988 Omnibus Trade and Competitiveness Act,
the Interagency Group on Countertrade (IGC), chaired by the Department of
Commerce, was created to review and evaluate U.S. policy on countertrade
and offsets and the impact of current trends in international countertrade
and offsets on the U.S. economy. The Group had its first formal meeting in
October 1990, and established a working group to prepare reports and
studies that include recommendations and options appropriate to the issues.

(x) Standards and other technical requirements

200. The United States has been a signatory to the MTN Standards Code.
The Code was implemented through Title IV of the Trade Agreement Act of
1979 (details of the operation of the Code in the United States was
provided in the U.S. Government report for the initial review).

(a) Marketing orders

201. Section 8e of the Agricultural Marketing Agreement Act of 1937
provides that imports of certain fruits, vegetables, and specialty crops as
listed in the Act may be subject to the quality and size requirements

19It is reported that some U.S. companies have been successfully operating in the
Soviet Union on a barter basis, and that the Overseas Private Investment Corp.. a federal
agency that finances and insures U.S. private investments abroad, intends to promote such a
barter exchange between U.S. companies and the Soviet Union.
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applied to comparable domestically grown products. The 1990 Farm Act,
which came into force in November 1990, contained several changes in the
law relating to Federal marketing orders.

202. Hitherto, Section Be had listed 15 commodities, such as avocados,
grapefruit, limes, oranges and table grapes. The 1990 Farm Act extended
the possible coverage of Section 8e to imported kiwifruit, nectarines,
plums, pistachios, and apples. Except for pistachios and apples, domestic
output of all these commodities had been subject to marketing orders.
Under the Act, the Secretary of Agriculture issued regulations which
subjected imported kiwifruit shipped from the port of origin after
16 March 1991 to the same minimum grade, size, quality and maturity
requirements as California kiwifruit regulated under the Federal marketing
order.

203. According to the United States Government, regulations to implement
Section Be for imported plums and nectarines are currently being developed.
However, as regards pistachios and apples, they are not currently subject
to Section Be regulations, since domestically produced pistachios and
apples are not subject to the order.

204. On a number of occasions in GATT including the last review of the
United States in 1989, and the meetings of the Council and the Surveillance
Body of the Uruguay Round, Chile complained that the marketing orders were
essentially protectionist and discriminatory, pointing out that imports
received less favourable treatment than like domestic products; and that
Chile's products were treated differently from those of some other
countries.20 In response, the United States repeatedly stated that
marketing orders were in no way inconsistent with GATT provisions or those
of other Agreements under GATT auspices. The issue has not been brought to
formal dispute settlement procedures under GATT. According to the
U.S. Department of Agriculture, about two per cent of imported grapes from
Chile, for example, in a typical overlapping period failed the marketing
order requirements.

(b) Other issues

205. A controversy between the United States and the EC concerning the
implementation of the Federal Food, Drug and Cosmetic Act started in

20Chile complained that for example, while all imported grapes were subject to the
marketing orders, only a small portion of domestic grapes were subject to the obligation: and
while, under special agreements with Canada and Mexico, the U.S. Department of Agriculture
authorized the inspection of products at their origin, inspections of imports from Chile
continued to be made at the port of entry.
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February 1990, when the Federal Drug Administration (FDA) found residues of
a fungicide "procymidone" in a round of random sampling of some European
wines. FDA detained or refused entry of all wines found with residues of
procymidone, causing considerable disruption of EC wine exports to the
United States. The issue has been temporarily resolved as the
United States approved an interim tolerance level for procymidone on wine
grapes, effective on 16 April 1991 (Details of the issue are provided in
the section on beverages and spirits in Chapter V).

(xi) Government procurement

206. Government procurement at the Federal level was approximately
SDR 139 billion (about US$187 billion) in 1989. There is no central
collection point for procurement at State level, but it is estimated that
comparable State procurement is of approximately equal magnitude. The GATT
Agreement on Government Procurement covers approximately 10 to 15 per cent
of U.S. government procurement, with the remainder subject to the
Buy America Act of 1933, with certain exceptions provided under FTAs with
Israel and Canada.21

207. The total value of contracts awarded by U.S. government agencies
which are covered by the Government Procurement Code amounted to
SDR 21 billion (about US$28 billion) in 1989, about 15 per cent of total
government procurement. The 1989 level was slightly above the level in
1988 (Table.IV.5). The value of contracts awarded in 1989 above the
threshold value (about US$156 thousand in 1989) was SDR 14 billion, almost
the same level as in 1988. The number of contracts, however, declined by
about 14 per cent from over 8,300 in 1988 to about 7,100 in 1989.

208. As Table IV.5 shows, about 95 per cent of government procurement
contracts above the threshold value under the Code were awarded to
U.S. firms. In 1989, the EC was awarded the largest share of contracts
(156 contracts) among the Code members, followed by Canada (58 contracts),
and Japan (38 contracts). About two-thirds of U.S. contracts were awarded
by the Department of Defense, and other major suppliers of contracts were
the National Aeronautics and Space Administration, and the General Services
Administration.

209. The free trade agreements with Israel and Canada expanded the
coverage of government procurement to be exempted from 'Buy America'
restrictions, on a bilaterally reciprocal basis, by lowering the threshold

21For domestic laws and regulations concerning U.S. Government procurements, see GATT
(1990), Trade Policy Review - United States 1989.
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for application of the Government Procurement Code. In the case of Israel,
the threshold was lowered to US$50,000, and in the case of Canada to
US$25,000.

210. State and local governments generally have authority independent of
the Federal Government to procure goods and services. The Federal
Government does not collect information on state and local procurement
regulations and practices. The use of "buy-local' or "buy-national"
practices varies among the States.22

211. Certain federal grant programmes to States and municipalities have
"Buy America' provisions attached. For example, the Surface Transportation
Assistance Act and the Surface Transportation and Uniform Relocation
Assistance Act preclude the Federal Department of Transportation from
obligating Federal funds to mass transport projects unless steel and
manufactured products are produced in the United States, subject to several
limited exceptions.

212. The Omnibus Trade and Competitiveness Act of 1988 (Title VII)
required the President to identify, in an annual report beginning in 1990,
countries that engage in discriminatory Government procurement practices
against U.S. firms. A:.1 countries so identified are granted 60 days for
consultation to eliminate such practices; and countries which are
signatories to the GATT Code have a further one-year period in which the
USTR is required to follow formal dispute settlement procedures under the
Code. Title VII authorizes the imposition of sanctions, as modified or
withheld by the President, if the discrimination is not addressed within
specified timeframes.

213. The first such report was submitted to Congress in April 1990. The
report did not name any country as meeting the statutory criteria for
identification as a discriminating country, although it proviled separately
information on countries and regions whose procurement markets were of
particular interest to the United States.

214. On 26 April 1991, the United States listed Norway as a discriminating
country under Title VII of the 1988 Trade Act on the ground that Norway had
excluded United States suppliers from the procurement of an electronic toll
collection system for the city of Trondheim. As Norway is a signatory to

22According to the 'Report on United States Trade Barriers and Unfair Practices, 1991"
published by the Commission of the European Communities, 30 U.S. states impose "Buy America'
requirements on their procurement, and 7 states have provisions of 5 per cent preference for
in-state suppliers.
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the Government Procurement Code, the United States requested the initiation
of the dispute settlement procedure under the Code in June 1991. Title VII
sanctions may be imposed, as modified 01 withheld by the President, if the
dispute settlement procedures are not concluded within one year, of if
Norway does not comply with the results of dispute settlement within
specified time limits.

215. The United States also announced that it would continue to scrutinise
the practices of the European Communities, Germany, France and Italy for
discriminatory practices in the heavy electrical equipment and
telecommunication equipment sectors which were not currently covered by the
Government Procurement Code.

(xii) Rules of origin

216. A number of different criteria for rules of origin have been used in
U.S. trade agreements and programmes. Local content requirements for
conferring origin differ among the U.S. GSP scheme, the U.S.-Canada Free
Trade agreement, the U.S.-Israel Free-Trade Area Agreement, the Caribbean
Basin Initiative, and MFA textile agreements.23

217. The Customs and Trade Act of 1990 amended the GSP law by imposing a
requirement to conform with a similar requirement contained in the
Caribbean Basin Initiative. The U.S. GSP programme had required that the
article be substantially transformed in a beneficiary country and the sum
of the cost or value of the materials produced in the country and the
direct costs of processing is not less than 35 per cent of the appraised
value of the article. The 1990 amendment provided that imported materials
may be included in the 35 per cent provided they are transformed in the
beneficiary country into a new and different article of commerce.

(xiii) Anti-dumping actions

(a) New anti-dumping investigations and orders

218. The number of newly initiated anti-dumping investigations declined
substantially from 62 in 1988/89 (July-June) to 27 in 1939/90, but since
then it increased again to 57 in 1990/91 (till May) (Table IV.6). During
the year 1989/90, definitive duties were taker less frequently, although

23For details, see the United States' Government Report in GATT (1990). Trade Policy
Review - United States.

24For details of United States anti-dumping procedures, see GATT (1990), op. cit.
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they again increased slightly in the following year. There were no
suspension agreements throughout the period.

219. Trading partners which were most heavily affected by investigations
during the period July 1989 to May 1991 were China (15 investigations),
Japan (7), Germany (6), the United Kingdom (4), and Taiwan (4). During the
period, definitive duties were imposed most frequently on imports from
China (8 cases), Japan (8), the Republic of Korea (5), and Taiwan (4)
(Table IV.7).

220. Products which were affected by U.S. anti-dumping investigations
during the period July 1989 to December 1990 were mostly chemicals,
textiles, machinery and electrical products. Salmon from Norway was the
only non-industrial product.

221. Noticeable absence of products during the period were iron and steel
products which had been most heavily affected by anti-dumping
investigations during the early 1980s. This may be explained by the
existence of VRAs on steel with major trading partners during the period.
Anti-dumping petitions and investigations on imports of semiconductors from
Japan, which had been numerous before the bilateral agreement was concluded
in 1986, also stopped after the agreement and price undertakings by
Japanese manufactures. In these cases, there appears a strong correlation
between the frequency of anti-dumping investigations and the existence of
VRAs or similar arrangements.

222. The share in total imports of U.S. imports affected by anti-dumping
duty investigations was 0.37 per cent in 1988, according to the
U.S. International Trade Commission. While more up-dated information is
not available, the share does not appear to have changed significantly
since then.

223. A survey of U.S. anti-dumping investigations during the period 1988
to 1990 (Table IV.9) shows that while determinations by the

25A study done by L.Michael Finger and Tracy Murray found that in 175 cases out of a
total 385 anti-dumping cases in the United States during 1980 to 1988, anti-dumping
investigations were superseded by negotiated export restraints (VERs). In the case of
countervailing duty, the number of cases superseded by VERs was 173 out of a total of 389
cases. They argued that the strategy of the U.S. steel industry which filed anti-dumping
complaints in the 1980s was "to pressure the U.S. Government to negotiate market shares with
all significant suppliers and to pressure foreign suppliers to accept such restraints'. The
same arguments were made with respect to the agreement on semiconductors with Japan, and
another export limitation agreement on an apparel. See L.Michael Finger and Tracy Murray,
'Policing Unfair Imports: the United States Example', Journal of World Trade, August 1990.
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U.S. International Trade Commission (ITC) as to material injury to a
domestic industry included negative findings both for preliminary and final
determinations, final determinations by the Department of Commerce as to
the existence of dumping were almost entirely affirmative. The injury
test, not the dumping test, is currently the decisive factor in determining
whether or not anti-dumping duties should be imposed. The
U.S. Administration explained the likelihood of an affirmative dumping
determination by factors such as the costly expense of a petition which may
deter potential filings unless there is a substantial evidence of dumping.

(b) Orders and undertakings in effect

224. As of 31 December 1990, there were altogether 195 anti-dumping orders
and five undertakings in effect. Japan was most heavily affected with
50 orders, and other trading partners heavily involved included Italy,
Taiwan, Canada, Germany and China (Chart IV.5). While about 60 per cent of
the orders were introduced during the period 1986 to 1990, some orders date
back to the 1960s and 1970s (Chart IV.6).

26Ibid.



C/RM/S/23A
Page 67

Chart IV.5
Number of anti-dumping duty findings and orders
in effect on 31/12/90, grouped by country

Number of findings In effect
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Taiwan 13

Canada 1 2

Germany 12

China 11

France 9
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Chart IV.6
Period of introduction and number of anti-dumping
orders in effect, December 1990
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225. Products involved in the 200 anti-dumping duty orders and
undertakings in effect were wide-ranging. Over 30 cases related to imports
of iron and steel products; about 25 cases to ball cylindrical roller,
tapered roller and spherical plain bearings: about 15 cases to agricultural
products including sugar and flowers; about 10 cases to brass sheet and
strip; and the rest to miscellaneous products including various chemical
products, electric and non-electric equipment, and certain textiles and
clothing,

(c) Prevention of circumvention

226. The 1988 Omnibus Trade and Competitiveness Act introduced new
provisions to prevent circumvention of anti-dumping and countervailing duty
orders. Under these, the Secretary of Commerce may clarify the scope of an
outstanding anti-dumping order or countervailing order, and include within
the scope of an order (i) certain component parts used to create a finished
product that is subject to an order, (ii) merchandise completed or
assembled in a third country, (iii) merchandise altered in minor respects,
and (iv) later developed merchandise.

227. According to the U.S. Department of Commerce, under the new
provisions there have been some investigations to clarify the scope of
anti-dumping orders in order to prevent circumvention, including cases
relating to imports of colour picture tubes, portable electric typewriters,
and industrial forklift trucks from Japan; and imports of brass sheet and
strip from Germany. Some cases are currently under investigation, but thus
far there has been no case in which circumvention is positively identified.

(d) Review and revocation

2Z8. According to U.S. anti-dumping law and regulations, each -ear during
the anniversary month of the publication of an order, an interested party
may request the Secretary of Commerce to conduct an administrative review
of the order. If requested by an interested party, the Secretary must
review the order, and may revoke an anti-dumping duty order in whole or in
part or terminate or resume a suspended investigation. The Secretary may
also conduct a review on his own initiative when appropriate.

229. On the basis of the request for review or on his own initiative, the
Secretary of Commerce may revoke an order or terminate a suspended
investigation for the following reasons:

- Absence of dumping for a period of at least three consecutive
years;
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- Changed circumstances (the order or suspended investigations no
longer is of interest to interested parties);

- The 'sunset' revocation provision effective from March 1989
(for four consecutive years no interested party has requested a
administrative review, and the Secretary's notice of "Intent to
Revoke Order" or 'Intent to Terminate Suspended Investigation"
is not objected by any interested party by the end of the fifth
year);

- The ITC's determination, following review, that revocation of
the order would not cause or threaten material injury.

230. According to the U.S. Department of Commerce, in 1989 there were
5 cases of revocation of anti-dumping orders. In 1990, there were
altogether 10 cases of revocation, out of which 9 cases were revoked under
the 'sunset" revocation provision of the regulations of the Department of
Commerce.

(e) Disputes

231. Since the initial review of 1989, the following U.S. anti-duriping
cases have been brought before the dispute settlement procedures under the
Anti-dumping Code or the General Agreement:

- In August 1990, a Panel under the Anti-Dumping Code concerning
U.S. anti-dumping duties on imports of seamless stainless steel
hollow products from Sweden found that the initiation in 1986
by the United States of an anti-dumping investigation of these
imports was inconsistent with the Code. The Panel therefore
suggested that the Committee request the United States to
revoke the anti-dumping duties and reimburse the anti-dumping
duties paid. The report of the Panel was examined by the
Committee at several meetings in 1990 and 1991, but it could
not be adopted because of opposition by the United States with
respect to the nature of the remedy suggested by the Panel;28

- In April 1991, Norway requested consultations with the
United States under GATT Article XXIII:l, concerning the
anti-dumping and countervailing duty actions against Norway's

27Federal Register, Vol.54. No.58, 28 March 1989, 19 CFR Part 353.25 (d) (4).

28The report of the Panel is contained in GATT document ADP/47, dated 20 August 1990.
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exports of fresh and chilled Atlantic salmon to the
United States. Subsequently, in September 1991, Norway
requested separate Panels under the Anti-Dumping and Subsidy

29Codes;29

- In May 1991, Sweden requested consultations under Article 15:2
of the Code with the United States concerning a duty on
stainless steel plate, and subsequently in October 1991
requested the Anti-Dumping Committee's conciliation in the
matter;

- In June 1991, Mexico requested conciliation in the Committee
under Article 15:3 of the Code regarding U.S. anti-dumping
duties on gray portland cement and cement clinker; and
subsequently in October 1991, Mexico requested the
establishment of a Panel on this master;

In July 1991, Hong Kong requested conciliation in the
Anti-Dumping Committee under Article 15:3 of the Code regarding
U.S. anti-dumping duties imposed by the United States on
imports of man-made fibre sweaters.

232. These cmplaints included the Following problems allegedly arising
from U.S. anti-dumping regulations and practices. These issues have been
the subject of discussions either in bilateral consultations or through
dispute settlement procedures under the Code, but none of them have been
settled yet among parties concerned:

- A written request for the initiation of an investigation was
not filed on behalf of the affected domestic industry as

required by the Code (Sweden, seamless stair .ess steel hollow
products; Norway, Mexico and Hong Kong);

- The anti-dumping order was imposed in 1973, and the duty should
be revoked due to changed circumstances (Sweden, stainless
steel plate);

29GATT document ADP/65.

30GATT document ADP/56.

31GATT document ADP/59.

32GA7 document ADP/60.
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- The form in which a cumulative injury assessment was carried
out affected Mexico's basic due process rights under the
General Agreement and the Code (Mexico); imports from
Hong Kong should not have been cumulated with imports from
other sources in examining their effects on the U.S. industry
(Hong Kong);

- The method of constructing a normal. value of products for
determination of dumping was arbitrary, including requirements
for minimum profit of 8 per cent and minimum administrative,
selling and other costs of 10 per cent, adjustments for quota
charges, sampling and averaging techniques (Hong Kong and
Norway);

- Causal link was not proven that material injury was caused by
the effects of the alleged dumping (Norway, Mexico and
Hong Kong); and

- The U.S. administrative review procedures for anti-dumping
duties are disadvantageous for small companies due to
uncertainties and high legal fees involved (Hong Kong).

(xiv) Countervailing duty actions

(a) New countervailing duty investigations and orders

233. The number of newly initiated countervailing duty investigations
declined substantially from 16 in 1988/89 (July-June) to 6 in 1989/90 and
5 in 1990/91 (till May) (Table IV.10). The cases in which definitive
duties were imposed also declined from 11 to 4 during the same period.
There were no price undertakings in 1989/90 and 1990/91.

234. Countries and products involved in investigations newly initiated
since July 1989 were Argentina (leather), Brazil (silicon metal), Canada
(limousines and plastic tubing corrugators), Norway (salmon), Singapore
(C.A.S.E. software products), Thailand (carbon steel pipe fittings), Turkey
(sulphur chemicals), and Uruguay (leather wearing apparel).

235. A survey of U.S. countervailing duty investigations during the period
1988 to 1990 shows that preliminary determinations by the U.S.
International Trade Commission (ITC) as to material injury to a domestic
industry were affirmative in 6 cases and negative in 2 cases (Table IV.l1).
Its final determinations were almost equally shared among affirmative and
negative findings. Final determinations of the Department of Commerce

concerning the existence of subsidies were affirmative in 10 cases and
negative in 4 cases. Under current laws, if the Department of Commerce
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determines that a subsidy is being bestowed on dutiable merchandise
manufactured in countries that are not recognized by the United States as
'countries under the GATT Subsidies Code", a countervailing duty can be
levied without a determination of material injury by the ITC.

(b) Orders and undertakings in effect

236. As of 31 December 1990, there were altogether 71 countervailing duty
orders and 12 undertakings in effect. Heavily affected countries were
Argentina, Mexico, Thailand, Brazil and Canada (Chart IV.7). About a half
of orders in effect were introduced during the period 1986 to 1990, and
9 orders were introduced before 1980 (Chart IV.8).
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Chart IV.7
Number of countervailing duty orders in effect
on 31/12/90, grouped by country

Number of duty orders In effect

Argentina 9

Mexico

Thailand 7

Brazil 6

Canada 6

New Zealand 5

Peru 4

Israel 3

Iran 2

Sweden 2

Turkey 2

Others j 18

Chart IV.8
Period of introduction and number of countervailing
duty orders in effect, December 1990

Number
of
orders

Source: Notification by the Government of the United States to GATT.
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237. Out of the total 83 countervailing duty orders and undertakings in
effect, about one-third were related to imports of iron and steel products;
about 20 cases to textiles and clothing; about 20 cases to agricultural
products and flowers; and the rest to non-rubber footwear, mineral
products, and others.

(c) Review and revocation

238. Regulations and procedures for administrative review and revocation
of countervailing duty orders are similar to those for anti-dumping duties
and undertakings. The "sunset" revocation procedure has also been
implemented since March 1989.

239. According to the U.S. Department of Commerce, in 1989 there were
6 cases of revocations of countervailing duties and undertakings, out of
which one was subject to the "sunset" revocation procedure. In 1990, there
were altogether 15 cases of revocations, out of which 7 revocations were
the result of the "sunset" revocation procedure.

(d) Disputes

240. Three U.S. countervailing duty cases have been brought recently
before the dispute settlement procedures under the GATT Subsidies Code or
the General Agreement:

- In 1989, at the request of Canada a GATT Panel under
Article XXIII:2 was established to examine U.S. countervailing
duties on fresh, chilled and frozen pork imports from Canada.
The countervailing duties were levied on the basis of subsidies
granted by Canada to producers of live swine. The Panel
concluded that the U.S. countervailing duties were being levied
inconsistently with GATT Article VI:3 because the
United States' determination that the production of pork had
benefited from subsidies to producers of swine was not made in
accordance with the requirements of that provision. The
Panel report was discussed at many meetings of the GATT Council
in 1991, and was finally adopted by the Council at its meeting

33Article VI:3 of the General Agreement provides, "No countervailing duty shall be
levied on any product.... in excess of an amount equal to the estimated bounty or subsidy
determined to nave been granted, directly or indirectly, on the manufacture, production or
export of such product..."
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of July 1991. In parallel, there was a successful challenge
to the International Trade Commission's injury determination
under the U.S.-Canada FTA Binational Panel process. Following
this, the countervailing duty order on pork from Canada was
revoked in 1991.

- A Panel established by the GATT Subsidies Committee in 1988 at
the request of Brazil found that the United States' collection
of countervailing duties on entries of non-rubber footwear from
Brazil was consistent with the Unites States' obligations under
the Code. Brazil, however, has not agreed to the adoption of
the report on the ground that another Pane under the General
Agreement is considering the related case (see Chapter VI).

- In September 1991, Norway requested the Subsidies Committee to
establish an Panel concerning U.S. countervailing duty actions
on fresh and chilled Atlantic salmon from Norway.

(xv) Section 337 actions unfairr practices investigations")

241. Section 337 of the Tariff Act of 1930, as amended, provides that
"unfair" methods of competition or 'unfair" acts in the importation of
articles into the United States, or in their sale, are unlawful if they
have the effect or tendency to destroy or to substantially injure an
industry in the United States, to prevent the establishment of such an
industry, or to restrain or monopolise trade and commerce in the
United States. Such methods or acts include infringements of valid and
enforceable United States patents, copyrights, trade marks, or mask works,
which are registered under relevant U.S. laws. The U.S. International
Trade Commission is authorized to investigate alleged violations of the
Act, and to issue exclusion orders or cease and desist orders with respect
to the products concerned.

242. In October 1987, at the request of the European Community, a GATT
Panel was established by the Council to examine its complaints about
procedures under Section 337. The Panel concluded that Section 337 was
inconsistent with GATT Article III:4, in that it accorded to imported
products challenged as infringing U.S. patents treatment less favourable
than the treatment accorded to products of U.S. origin similarly
challenged. Specifically, the treatment less favourably accorded to
imported products included the availability to complainants of a choice of

34GATT document DS7/R.
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forum in which to challenge imported products, tight and fixed time-limits
in proceedings for challenged products of foreign origin, the
non-availability of opportunities to raise counterclaims, and other
factors.

243. When the GATT Panel report was adopted by the GATT Council on
7 November 1989, the representative of the United States noted that only an
dct of Congress could change those features of Section 337 which the Panel
had found objectionable. He also stated that the Administration's ability
to obtain legislation amending Section 337 would be maximized should the
latter be in the context of legislation implementing the results of the
Uruguay Round. The President of the United States issued a statement that
pending enactment of legislation amending Section 337, the Administration
would continue to enforce Section 337 without change.

244. At the GATT Council meeting of 24 April 1991, the United States
stated that since January 1990, an inter-agency task force has worked
toward developing a consensus on how, within the constraints of the
United States Constitution, Section 337 could be amended to address the
Panel's recommendations.

245. As reported in the previous Secretariat's report, there were
284 investigations under Section 337 by the U.S. International Trade
Commission (ITC) during the period 1975 to July 1989. Between
1 August 1989 and the end of June 1991, the ITC instituted
27 investigations under Section 337. The number of Section 337
investigations by year during the period 1975 to 1990 is shown in
Chart IV.9. After the adoption of the above-mentioned Panel report on
7 November 1989, there were 23 investigations up to the end of June 1991.

35The Panel report is contained in GATT document L/6439, dated 16 January 1989.
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Chart IV.9
Number of Section 337 investigations,
1975-90
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Source: Government of the United States.

246. A wide range of countries have been named in those investigations.
Those investigated more than once since August 1989 included France,
Germany, Italy, the Republic of Korea, and Sweden. Products concerned
included automobile component parts, power transmission chain, integrated
circuits, toy vehicles, and other industrial products.

247. Out of the 27 investigations instituted since 1 August 1989, the ITC
determined that violations of Section 337 occurred in four investigations.
In three of the four investigations, exclusion orders were issued. In the
fourth investigation, no relief has yet been entered as of July 1991. No
cease and desist orders were issued in any cases instituted since
1 August 1989.

(xvi) Safeguard actions

248. The United States has had no recourse to safeguard actions both under
GATT Article XIX and the so-called "escape clause" of Section 201 of the



C/RM/S/23A
Page 78

Trade Act of 1974 during the period 1989-1991 (Chart IV.10). No new
Article XIX safeguard action has been introduced since the initial review
of 1989.

Chart IV.10
Safeguard actions under GATT Article XIX and
investigations under Section 201, 1975-90
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Note: GATT Article XIX actions indicate the number of actions invoked in the
year. Section 201 investigations indicate the number of petitions filed
in the year.

Source: U.S. International Trade Commission, and GATT estimates.

249. Currently, no Article XIX action is in effect. The United States

terminated Article XIX import relief (increased import duties and global
import quotas) on specialty steel in September 1989. The import relief had
originally been scheduled to expire in July 1987, but the relief was

extended in 1987 through 30 September 1989. The safeguard action was not

extended further after its expiration.

250. Specialty steel has, however, been included in the VRAs on steel with
28 countries which were extended under the 1989 Steel Trade Liberalization
Programme (see Chapter V). Non-VRA countries (e.g., Sweden and Canada) are
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no longer subject to quantitative restrictions on specialty steel exports
to the United States.

251. Under the "escape clauses of Section 201 of the Trade Act of 1974, no
petition for import relief was filed in 1989. In 1990, one petition was
filed by the Keystone Camera Corporation, but the ITC determined, by a vote
of 4 to 0, that imports were not a substantial cause of serious injury to
the domestic camera industry.

252. The free trade agreement with Israel contain a provision that the
importing party to the agreements may exempt the product of the other party
from any import relief, if the importation of a product from the other
party is "not a significant cause of serious injury or threat thereof".36
Under the free trade agreement with Canada, while both parties retain their
rights and obligations under GATT Article XIX, a party t. ing such
safeguard action is required to exclude the other party from such global
action unless imports from that party are substantial and are contributing
importantly to the serious injury or threat thereof caused by imports.

(xvii) Section 406 actions (market disruption from non-market economy)

253. Section 406 of the Trade Act of 1974 gives the President of the
United States authority to impose relief on products imported from
non-market economy countries when the ITC determines that such imports
cause market disruption.

254. There were no cases, petitions or requests filed under Section 406 in
1989 and in 1990.

255. The only case on which import relief has been implemented under
Section 406 since its enactment is a negotiated orderly marketing agreement
with China on imports of ammonium paratungstate and tungstic acid. The
agreement took effect in October 1987, and expired on 30 September 1991.
At the time of writing this report, the United States was reviewing the
state of the U.S. tungsten industry and options under Section 406 and other
trade instruments to determine if additional action was needed to assist
U.S. tungsten producers.

36Article 5 of the United States-Israel Free Trade Area Agreement.

37Article 11.02 of the Free Trade Agreement between the United States and Canada.
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(xviii) Section 232 actions (national security)

256. Section 232 of the Trade Expansion Act of 1962, as amended,
authorizes the President to restrict imports on the basis of the Secretary
of Commerce's formal investigation and report, if the President determines
that such imports threaten to impair the national security of the
United States.

257. Table AIV.3 shows a summary of investigations conducted under
Section 232 since 1962. During the period 1988 to 1989, four cases
(antifriction bearings, petroleum, plastic injection moulding machinery,
and uranium) were subject to investigations to determine if their imports
constituted a threat to national security. In only one case (petroleum),
was it found that imports threatened to impair national security, but
taking into account other programmes such as strategic reserves and
conservation policies to improve energy security, no action was taken on
imports. During 1990, no investigations under Section 232 were initiated,
and no action was taken pursuant to the provision.

258. VRAs concluded in December 1987 with Japan and Taiwan on imports of
machine tools were a direct consequence of Section 232 investigations,
although the President deferred a formal decision under the section iD the
case. The VRAs took effect on 1 January 1987, and will expire on
31 December 1991 (see Chapter V).

(xix) Measures implemented in exporting countries

259. A number of voluntary export restraint arrangements (VRAs) and other
similar measures affect imports of various products into the United States.
Some of these are agreements between Governments; others are self-restraint
measures applied by exporting Governments or by industries. Most of the
arrangements which were reported in the initial review in 1989 are still in
place or have been extended with some modifications.

260. In Table IV.12, an attempt has been made to provide an up-dated
overview of voluntary restraint measures on the basis of a narrower
definition than in the previous review. The Table contains VRAs and OMAs,
requests by the United States Government to limit experts to trading
partners (e.g. machine tools), voluntary limitation by exporting countries,
and other arrangements which have effects to limit exports. Price
undertakings in an anti-dumping context or import quotas set by the
United States are not included (for these measures, see relevant sections
in this Chapter). The Table does not include textile agreements under the
MFA.

261. The trading partners which have been most heavily involved in these
arrangements are the EC, Japan, the Republic of Korea and Taiwan. The most
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heavily affected products by these arrangements continue to be steel and
steel products, textiles and clothing, and machine tools. Twenty-eight
countries (EC counted as 12) are currently parties to the VRAs on steel and
steel products, 10 countries to VRAs on textiles and clothing outside the
MFA, and 2 trading partners to formal arrangements on machine tool imports.
A new agreement on semiconductors effective till 1996 was concluded with
Japan in June 1991. Japan has yet again extended its voluntary export
restraint on passenger cars until 31 March 1992, despite the fact that the
United States has not sought the extension of the VRA since 1985.

262. While imports of meat were not subject to VRAs in 1989 and 1990, the
United States concluded VRAs with Australia and New Zealand in October 1991
for the year 1991.

263. In addition, the United States maintained restraint agreements on
textiles and clothing with a number of trading partners under the MFA (for
details see Chapter V).

264. According to data provided by the United States International Trade
Commission (ITC), imports of products affected by some form of VRA (steel,
machine tools, automobiles, textiles and meat) represented 9.3 per cent in
1989 and 8.83er cent in 1990, compared with 9.5 per cent in 1988
(Table TV.13). Excluding automobiles and meat, both of which -iere not
subject to bilateral restraint arrangements, the percentages of imports
covered by VRAs fall to 4.9 per cent in 1989, and to 4.7 per cent in 1990.

265. The ITC data shows that U.S. imports of steel products subject to
VRAs accounted for 76 per cent of the total quantity of U.S. imports of
steel products in 1990. The VRA share of total value of imports was
62 per cent for machine tools, and 59 per cent for textiles and clothing.
In the case of automobiles, imports of passenger cars from Japan
represented 43 per cent of total United States imports of passenger cars in
1990.

(xx) Foreign trade zones

266. At the time of the initial review, there were a total of 158 foreign
trade zones in the United States where merchandise is admitted quota- and

38The ITC data (Table IV.13) did not include the arrangement on semiconductors with
Japan and some other arrangements in the calculation of imports affected by some form of
voluntary restraint agreement.
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duty-free.39 Foreign and domestic merchandise permitted in a zone may be
stored. sold, exhibited, broken up, repacked, assembled, distributed,
sorted, graded, cleaned, mixed with foreign or domestic merchandise,
otherwise manipulated, destroyed, or manufactured.

267. The number of such foreign trade zones was increased to 172 (as of
January 1991), and they are situated across the country.

(3) Measures Directly Affecting Exports

(i) Export prohibitions

268. As already mentioned, the United States has terminated the national
security emergency with respect to Nicaragua, and all economic sanctions,
including a trade embargo, were lifted. A total ban on trade in any goods
or services with Iraq continues (see the section on import prohibition).

(ii) Export controls

269. While the legal framework of U.S. export control under the Export
Administration Act of 1979, as amended, has been unchanged since the
initial review of 1989, there have been a number of significant alterations
in the way Which controls are implemented, particularly with respect to
exports to east European countries. The United States liberalized export
licensing for most controlled items exported to the Czech and Slovak
Federal Republic, Hungary and Poland, following their implementation of
safeguard measures to protect against diversions.

270. The Coordinating Committee for Multilateral Export Controls (COCOM)
made extensive decontrols in 1990 with respect to exports of strategic
commodities and technical data to specified destinations in areas such as
telecommunications, computers and machine tools. Accordingly, the
United States created a new General License GCT, permitting exporters to
ship widely traded controlled items to COCOM destinations without obtaining
a validated license. In total, about 33 per cent of controlled items were
removed from the list.

271. In 1991, COCOM agreed to a new COCOM list (known as the core list) of
militarily strategic technologies and goods, effective from
1 September 1991, to further reduce the commodities subject to export

39For details of the operation of the foreign trade zones, see GATT (1990),
Trade Policy Review - United States, 1989, Report by the Government of the United States,
p.117.
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controls. In August 1991, the U.S. Department of Commerce (Bureau of
Export Administration) published in the Federal Register an interim rule
with request for comments for the revision of the Commodity Control List.40
According to the Department, the revision list would reduce the list of
COCOM controlled products by about 51 per cent. Countries to which these
controls are directed are also currently under review among COCOM members.

272. In June 1991, the United States and Japan concluded consultations on
export controls on supercomputers, agreeing to lift several restrictions on
exports of supercomputers to Western Europe and Japan, while tightening
controls on certain exports to countries which pose a risk that computers
might be misused, such as those countries which have not signed the Nuclear
Non-Proliferation Treaty.

273. Export controls have been tightened in some other areas. The Forest
Resources Conservation and -Shortage Relief Act of the Customs and Trade Act
of 1990 tightened restrictions on exports of unprocessed timber from
State-held lands (for details see Chapter V). The United States also
tightened export controls on chemical, biological and nuclear weapons and
the missiles capable of carrying them. In March 1991, the Department of
Commerce published regulations imposing worldwide export controls on
50 chemical weapon precursors, and requiring licenses for equipment and
technology useful in chemical or biological weapons production.

(iii) Export cartels

274. Two United States laws allow for certain types of export
associations. The Webb-Pomerene Act provides for a limited anti-trust
exemption for the formation and operation of associations to engage in
collective export sales of goods, wares, or merchandise. Associations
seeking an exemption under the Act must file their articles of agreement
and annual reports with the Federal Trade Commission (FTC), but
pre-formation approval from the FTC is not required.

275. The Export Trading Company Act of 1982 established a procedure by
which persons engaged in United States export trade can obtain a
certificate of review from the Secretary of Commerce, approved by the
Attorney General, providing protection under anti-trust laws for activities
that satisfy an anti-trust-based standard. Persons named in the
certificate can engage in activities that are specified in the certificate,
such as establishing or using an export trading company, with limited

40Federal Register. Vol.56. No.168, 29 August 1991.
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immunity from suit under state and federal anti-trust laws (for
United States anti-trust laws, see the section on anti-trust enforcement
below).

(iv) Export subsidies

276. According to its notification to the GATT, the United States
maintains the following export assistance measures with respect to its
agricultural products:

- Export Enhancement Programme;

- Dairy Export Incentive Programme;

- Mandated Export Sales of Dairy Stocks; and

- Sunflowerseed Oil and Cottonseed Oil Assistance Programme.

277. While details of these programmes are provided in Chapter V, it is
noteworthy that the Omnibus Budget Reconciliation Act of 1990 contains
provisions that if the United States has failed to enter into an agreement
through the Uruguay Round negotiations by 30 June 1992, the Act requires
the Secretary of Agriculture to increase export subsidies by US$1 billion,
implementing a marketing loan for the 1993-95 wheat and feed grains crops,
and take other required actions.

278. In addition, an export subsidy programme for cotton mills and
exporters has been in place under Section 103 B(a)(5)(F) of the Agriculture
Act of 1949, as amended by the 1990 Farm Act (for details, see a section on
textiles in Chapter V).

279. As regards subsidies to industry, the United States provides export
credit subsidies (see below) and maritime construction subsidies. As for
the latter subsidies for ship construction, no funds have been appropriated
since fiscal year 1982.

(v) Export credit and insurance

280. The United States participates in the OECD Arrangement on Guidelines
for Officially Supported Export Credits, the so-called 'Consensus'. The
Arrangement sets conditions for officially supported export credits, such

41Notification by the United States pursuant to Article XVI:1. L/6630/Add.17, dated
29 April 1991. For other assistance programmes for agricultural products, see Chapter V.
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as the maximum loan term and a set of minimum interest rates. Under the
Arrangement, sectoral understandings are set up for nuclear power plants,
civil aircraft, and - separately among 18 OECD countries - for ships.

281. The Export-Import Bank provided US$614 million for direct loan
programme in fiscal 1990 (October 1989 to September 1990), compared with
US$695 million in fiscal 1989. The subsidy value of the direct loan
programme calculated on the basis of benefits to borrowers was estimated at
US$54 million in fiscal 1990, up from US$39 million in fiscal 1989.

282. The policy of the Export-Import Bank is to provide officially
supported export credits only when it is matching an offer made by another
export credit agency. The Bank has designated certain sectors where
subsidized credits are prevalent, namely, energy, telecommunications,
transportation, and water projects.

(vi) Section 301 actions (including "Super 301" and "Special 301"
actions)

283. Section 301 of the Trade Act of 1974, as amended, concerns
investigations by the USTR into allegations that foreign countries are
denying rights which the United States is entitled under any trade
agreement or engaged in unjustifiable, unreasonable, or discriminatory acts
that burden or restrict commerce of the United States. Under Section 301,
the USTR may initiate investigations upon petition by any interested
person, or upon its own initiative. Section 301 requires the USTR to
follow the dispute settlement/consultation procedures of existing
international agreements, where those agreements are involved.

284. The so-called "Super 301" process was introduced for two years 1989
and 1990, under the 1988 Omnibus Trade and Competitiveness Act. Under
'Super 301", the USTR was required to initiate investigations of trade
barriers as identified by the USTR as a "priority' practice in accordance
with the procedures under the law. No new investigations were initiated
under the "Super 301" process in 1990. Instead, the USTR identified as
its top trade liberalization priority for 1990 the successful completion of
the Uruguay Round negotiations by December 1990. The "Super 301" process
expired in 1990. As noted below, all six investigations initiated in 1989
under "Super 301" provisions were terminated or suspended by June 1990.

42The ITC's 1989 report, Operation of the Trade Agreements Program (p.7), noted that
Foreign concern still exists as to whether the United States will continue the mandatory
identification of priority countries. Such foreign reaction might have been a factor in the
May 1990 decision not to identify any countries under the Super 301 provision."
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285. The 1988 Act also introduced the so-called "Special 301" provision
under which the USTR is required to initiate Section 301 investigations
against "priority" countries that deny protection of intellectual property
rights or market access to U.S. persons that rely on such protection. The
"Special 301" process does not have any expiry date.

286. Section 1314 of the Telecommunication Trade Act of 1988 requires the
USTR to negotiate with "priority" foreign countries, as so identified by
the USTR, for trade in telecommunications. If no agreement is reached, the
President is required to take actions authorized under Section 301. In
January 1989, the USTR identified the EC and the Republic of Korea as
"priority" countries. At the conclusion of the first year of negotiations,
the USTR determined it appropriate to extend the negotiations with these
two partners for one year for further progress. In February 1991, the USTR
announced that the talks with the EC and the Republic of Korea would be
further extended for a final year. The Telecommunication Trade Act also
requires annual review of existing telecommunication agreements under
Section 1377. As a result of these reviews, several new agreements have
been negotiated.

(a) New cases of investigations since the last review

287. Since the last review in 1989, there have been the following eight
new cases of investigations (three in 1990 and five in 1991 up to the end
of October) initiated by the USTR under Section 301 (date in the bracket
indicates when an investigation was initiated):

- Canada's import restrictions on beer (29 June 1990, GATT Panel
case);

- EC's enlargement (accession of Spain and Portugal)
(15 November 1990, terminated in December 1990);

- Thailand's copyright enforcement (21 December 1990, Special 301
priority);

- EC's Third Country Meat Directive (10 January 1991, GATT Panel
requested);

- Thailand's patent and copyright protection for pharmaceutical
products and others (15 March 1991, Special 301 priority);

- China's patent protection for pharmaceuticals and other
chemicals, and copyright protection for U.S. works
(26 May 1991, Special 301 priority);

- India's patent protection for pharmaceutical products and other
products (26 May 1991, Special 301 priority); and

- China's import restrictions (10 October 1991).

288. Out of the eight, three investigations concerned "priority" cases

under the so-called "Special 301' provisions. In April 1991, the USTR
named China, India and Thailand as 'priority" countries under the
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"Special 301" provisions, for the first time since the enactment of the
law. The investigations with respect to China and India were initiated
in May 1991, and the USTR is required to determine whether any unfair
practices as described in Section 301 exist and what action to take within
6 months (by 26 November 1991). Thailand's cases had been already the
subject of 301 investigations at the time of the announcement of
Special 301 "priority" cases, so that the USTR did not initiate a new
investigation. The deadline for these cases is within 12 months after the
initiation of the investigation (21 December 1991 and 15 March 1992).

289. Out of the eight new investigations, one has already been terminated
and in two other cases GATT Panel procedures have been requested. Four
cases are related to protection of intellectual property rights. The
eighth case concerns import restrictions of China.

290. A total of 87 Section 301 cases have been initiated up to
October 1991 (Chart IV.l1). Out of the 87 investigations,
66 investigations were based on petitions and 21 wers self-initiated
investigations by the USTR. Another 28 petitions were withdrawn by
petitioners or rejected by the USTR with no resulting investigation. The
number of petitions peaked in 1.988 with a total of 13 petitions, but the
number declined to 3 in 1989, 6 in 1990, and 1 in 1991 (up to September)
(Table IV.14). All self-initiated investigations were made after 1985, and
while they peaked in 1989 with 7 cases due to Super 301" investigations,
there were much fewer self-initiated investigations in 1990 and 1991 (EC's
enlargement, China's import restrictions, and "Special 301" investigations
against India and China).

43The USTR's announcement included the listing of Brazil, the European Communities and
Australia on the "priority watch lists, and other 23 trading partners on the 'watch list' for
special attention.

44The deadline may be extended for three months if USTR determines that complex or
complicated issues are involved in the investigation that require additional time, or the
country concerned is making substantial progress in providing adequate and effective
protection on intellectual property rights.
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Chart IV.11
Summary of Section 301 initiations
by year, July 1975 to October 1991

Number of Investigations

'Super
301

'Special'
301

75 76 77 78 7980 81 82838485 86 8788 8990 91

Source: Office of the U.S. Trade Representative.

291. Since the enactment of the provisions in 1974, the EC has been most
frequently affected by Section 301 investigations. Other trading partners
frequently affected included Japan, the Republic of Korea, Canada, and
Brazil (Chart IV.12). However, in 1990 and 1991 (up to September), no new
investigation was initiated against Japan, the Republic of Korea and
Brazil.
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Chart IV.12
Summary of Section 30,1 investigations by country,
July 1975 to October 1991

Country Number of Investigations

EC 22

Japan I

Korea 9

Canada 7

Brazil |

Taiwan 5

Argentina 5

India 4

China 4

Thailand 3 1

Others 113 I

Note: The total number of investigations in this Table does not correspond to
the total number of Section 301 investigations as some investigations
involved more than one trading partner.

Source: Office of the U.S. Trade Representative.

(b) Investigations terminated or suspended

292. During 1990 and 1991, in addition to these newly initiated eight
cases of investigation, a number of investigations and consultations also
continued with respect to ongoing cases whose investigations had been
initiated before 1990.

293. As a result, Section 301 investigations were terminated or suspended
in a total of fourteen cases in 1990 (Table IV.15). Investigations on all
these cases, except for two "Super 301' cases involving India, were
terminated or suspended as a result of adoption of GATT Panel reports on
the issues in question or on the basis of bilteral settlement.
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294. Out of the fourteen cases, seven cases were brought before the
consultation and dispute settlement procedures under the General Agreement
or the Tokyo Round Code on Government Procurement. These seven cases were:

- (i) EC subsidies on oilseeds;
- (ii) EC export restrictions on copper scrap;
- (iii) Norway's government procurement of highway toll

equipment;
- (iv) the Republic of Korea's import restrictions on beef;
- (v) Brazil's import licensing;
- (vi) Canada's export prohibition of unprocessed herring and

salmon; and
- (vii) Thailand's import restriction on cigarettes.

In four of these cases (i, iv, vi, and vii), GATT Panels concluded that
these measures were inconsistent with GATT. The case against Brazil was
dropped following Brazil's liberalization in 1990 of its import licensing
system. In the other cases, bilateral settlements were reached through
consultations leading to agreement by the countries concerned to take
certain actions in response to U.S. complaints.

295. Other seven cases which were dealt with solely bilaterally were
related to:

(i) Government procurement policies of Japan with respect to
satellites;

- (ii) Government procurement policies of Japan with respect to
supercomputers;

- (iii) Japan's import practices on forest products;
- (iv) India's restrictions on foreign insurance;
- (v) India's restrictions on foreign investment;
- (vi) Brazil's patent protection; and
- (vii) EC's enlargement.

In the view of the United States Administration, all these cases
except for Ciii) and (vii) were not currently covered by GATT or agreements
under the auspices of GATT; the case (iii) included both GATT-covered and
other issues, and all these issues were dealt with as one in a bilateral
context; and the case (vii) was technically a negotiation in the context
of GATT Article XXIV:6. Except for (iv) and (v) involving India, bilateral
settlements were reached, and countries concerned agreed to take certain
actions in response to U.S. complaints.

296. With respect to the two "Super 301' cases involving India, no
mutually satisfactory solutions were found, but the USTR determined that no
responsive action was appropriate at that time given the potential for



C/RM/S/123A
Page 91

results through the Government of India's participation in the Uruguay
Round negotiations on services and on trade-related investment measures.

(c) Retaliatory actions

297. No actual retaliatory action has been taken since January 1989.

298. In July 1990, the United States terminated the Section 301
retaliatory action against Brazil introduced in October 1988 in connection
with Brazil's patent protection for pharmaceutical products.45 The
termination of the retaliatory action was announced in response to the
announcement by the Brazilian Government in June 1990 that it would pursue
legislation to protect pharmaceutical product and process patents. In
September 1990, Brazil withdrew its request for the examination of the
retaliatory action by a GATT Panel under Article XXII:2. Accordingly, the
GATT Panel, which had been already established in February 1989, did not
make findings on the issue.

299. In June 1991, following the conclusion of a new agreement with Japan
on trade in semiconductors, the United States suspended the remaining
Section 301 retaliatory action against Japan in connection with the
question of access of foreign semiconductors to the Japanese market.

300. Currently, only one Section 301 retaliatory action is in effect.
That is the action taken against the EC in January 1989 in connection with
the EC's meat hormone directive. According to a USTR report, the level of
retaliation is estimated at approximately US$92.5 million, and most EC
exports of the targeted products to the United States were substantially
decreased.

(d) Ongoing investigations

301. Section 301 investigations and consultations are currently being
conducted with respect to seven of the eight cases of investigation
initiated in 1990 and 1991 (one case relating to EC's enlargement has been
terminated).

(vii) Measures implemented in importing countries

302. Consultations and negotiations conducted by the United States with
its trading partners have resulted in a number of agreements in which

45The retaliatory action against Brazil consisted of increases of import duties to
100 per cent on Brazilian paper products, consumer electronics and certain drugs.
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undertakings are made by trading partners to improve foreign access
conditions to their markets on a global basis. While no agreement
explicitly favours United States exports vis-à-vis other foreign products,
there have been certain agreements, like those on semiconductors and
amorphous metal with Japan, which provide that an importing country
voluntarily takes specific measures to increase imports or to achieve a
target share for foreign exporters within a certain time limit. The
negotiations concerning semiconductors and amorphous metals with Japan were
originally initiated within the context of Section 301 provisions. The
products concerned are obtainable chiefly from the United States. (See
Chapter V for details).

(viii) Export promotion activities

303. The United States and Foreign Commercial Service of the Department of
Commerce, with 1,200 employees in more than 200 cities worldwide, provides
export counselling through its district offices in major cities in the
United States, export assistance through seminars and other various
programmes and services, and on-the-spot trade facilitation and market
information. Overseas, the staff of the Service is charged with
representing the commercial interests of the United States.

304. Current export assistance programmes include (i) market research and
other information services, and (ii) trade events including matchmaker
programme, international exhibitions, missions, and trade fair
certification. These services are mainly directed to assist small
U.S. companies which are new to markets. All these services are offered on
a cost-recovery basis.

305. In accordance with the 1988 Omnibus Trade and Competitiveness Act,
which reinforced various governmental export promotion activities, a
National Trade Data Bank has been established to disseminate trade
information to subscribed exporters. The Bank provides trade information
by country and by product.

(4) Measures Affecting Production and Trade

(i) Adiustment assistance

306. The Trade Adjustment Assistance (TAM) programmes under Title II of
the Trade Act of 1974, as amended, provide for assistance for workers,
firms and industries which are adversely affected by increased imports.
TAA programmes for workers, administered by the Department of Labor,
include trade readjustment allowances, training and other employment
services, and relocation and job search allowances. The TAA for firms and
industries, administered by the Department of Commerce, provides technical
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assistance46to implement recovery strategy of the firm or
concerned.

industry

307. The number of petitions filed for TAA for workers declined from about
2,000 cases (total 180 thousand workers involved) in 1988 to about
1,500 cases each in 1989 and 1990 (142 thousand workers in 1989 and
152 thousand workers in 1990). The number of workers certified as eligible
to apply for assistance also declined from 69 thousand in 1989 to

66 thousand in 1989 and 63 thousand in 1990. The number of certified
workers fluctuated widely through the 1970s and the 1980s, and the
1990 figure was in the high range compared with those in the early 1980s

(Chart IV.13).

Chart IV.13
Trade adjustment assistance by the
United States, fiscal years 1982-90
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Source: Data provided by the Government of the United States.

46Details of the programmes are contained in the initial TPRM report provided by the
United States Government in 1989.
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308. The oil, gas and apparel industries had a relatively large number of
workers certified for TAAin recent years (Table IV.16). Over the longer
period from 1975 to 1988, the number of certified workers was by far the
largest in the automobile industry, followed by the apparel and the steel
industries.

309. The number of petitions filed for TAA for firms increased from
262 cases in fiscal year 1988 to 291 in fiscal year 1989, but declined to
217 in 1990. The number of firms certified was, however, almost unchanged
at around 170 in each of these fiscal years. In terms of industries, metal
products, electronics, and apparel and accessories accounted for a large
share of certified firms in 1990, but over the period 1974 to 1991 apparel
and accessories had by tar the largest share, followed by metal products,
machinery and ,__,.ent, and footwear (Table IV.17).

310. Assistance for firms is carried out by Trade Adjustment Assistance
Centers (TAMCs) funded by the Department of Comierce. Available technical
assistance through the TSMACs includes general diagnosis of a firm's
problems and opportunities for recovery, and assistance in preparing and
carrying out adjustment proposals. As Chart IV.13 shows, funding for TAAC
operations declined in fiscal years 1989 and 1990, compared with 1987 and
1988. The cost of providing technical assistance to implement an accepted
proposal from a certified firm during fiscal year 1990 averaged
approximately US$40,000 per firm. Each firm is required to share at least
25 per cent of the total project cost.

311. The TAA assistance for industries provides technical assistance on an
industry-wide basis, concerning marketing, management, export promotion,
production operations, and technological innovations. As shown in
Chart IV.13, funding for industry assistance declined in the latter half of
the 1980s compared with the early 1980s. Industries receiving assistance
during the period 1985 to 1989 included steel foundries, gear
manufacturers, apparel, machinery, and furniture. For fiscal year 1990,
the American Electronics Association, the Semiconductor Industry
Association, and the Motor and Equipment Manufacturers Association received
assistance for industries.

312. The U.S. Department of Labor is also responsible for the Unemployment
Insurance programme, and the Economic Dislocation and Worker Adjustment
Assistance (EDWAA) programme. These programmes are designed to respond to
layoffs and dislocations of workers, but unlike the TM they are not
directly linked with increased imports.
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(ii) Assistance for research and development

313. The Federal Government continues to play a key role in supporting
research and development (R&D) activities in the United States. Although
industry performs about three-quarters of all R&D activities in the
United States, the Federal Government provides about half of the funds. for
Federal funds 47for R&D for fisce' year 1991 are estimated to total
US$66 billion. About a half of these funds were for R&D to be performed
by industry, one-quarter by Federal agencies, and 14 per cent by
universities and colleges (Table IV.18).

314. The support of the United States Administration for R&D si focusedon
fundamental advances in science and technology that have broad relevance
and that no individual firm or industry would have the incentive to produce
on its own. Recent initiatives of the Administration include the announced
intention to double the budget of the National Science Foundation between
fiscal years 1990 and 1993, and major increases in funding for space
science and exploration and for the Superconducting Super Collider.

315. A large proportion of the Federal R&D funds is defense-related: about
US$37 billion, that is over half of the Federal funds for R&D, was to be
spent by the Department of Defense in fiscal 1991. About 70 per cent of
the defense-related R&D funds was expected to be spent for R&D performed by
industrial firms.

316. Other Federal Government agencies, which received relatively large
R&D funds in fiscal year 1991 included the Department of Health and Human
Services (about US$9 billion), the National Aeronautics and Space
Administration (about US$8 billion), the Department of Energy
(US$6 billion), the National Science Foundation (US$2 billion), and the
Department of Agriculture (about US$1 billion).

317. U.S. industries received a large part of Federal funds for R&D from
the Department of Defense (particularly the Air Force and the Navy), the
National Aeronautics and Space Administration, and the Department of Energy
(for the DOD's funding of NCMC and SEMATECH for R&D in machine tools and
semiconductors, respectively, see Chapter V). The ratio of

47According to the U.S. National Science Foundation, total R&D expenditures in the
United States were US$128 billion in 1987. The amount represented 2.8 per cent of GNP. Out
of the total R&D expenditures, non-defence expenditures were US$89 billion, accounting for
2.0 per cent of GNP.



C/RM/S/23A
Page 96

Government-financed expenditures to the total R&D expenditures was
traditionally high in the aerospace and electrical industries.

(iii) Production subsidies

318. Total assistance to agricultural producers as measured by the
Producer Subsidy Equivalent (PSE) declined from US$37 billion in 1988 to
US$34 billion in 1989, according to OECD data. The PSE was, however,
estimated to have increased to about 36 billion in 1990, after a continuous
fall between 1986 and 1989. 4

319. The United States Government continues to provide its agricultural
sectors with price and income support programmes. Under the 1990 Farm Act,
price support programmes cover wheat and feedgrains, rice, cotton,
oilseeds, peanuts, dairy, sugar, wool and mohair, honey and tobacco. Some
of these products are also covered by income support programmes. The 1990
Farm Bill is estimated to cost altogether about US$41 billion to the
Government over five years, taking into account savings required by the
Budget reconciliation Act of 1990 Details of these programmes are presented
in Chapter V.

320. Data for total government subsidies for industrial sectors are not
available. According to OECD data, total government disbursements for
subsidies (both for industries and agriculture) declined from US$31 billion
in 1988 to US$29 billion in 1989. Their ratio to GN'P declined from
0.64 per cent in 1988 to 0.56 per cent in 1989.50

(iv) Anti-trust enforcement

321. United States anti-trust laws provide broad rules to preserve
competition; they are designed to *preserve an unrestrained interaction of
competitive forces that will yield the best allocation of resources, the
lowest prices, and the highest quality products and services for
consumers'. There are a number of anti-trust laws both at federal and

48According to the OECD data, Government-financed expenditures on R&D as a percentage
of total R&D expenditures was 76 per cent in the aerospace industry and 40 per cent in the
electrical industry in the United States in 1985.

49PSE data provided by the U.S. Department of Agriculture presented a different
situation of agricultural subsidies in the United States between 1988 and 1990. See
Chapter V.

5S0ee OECD, National Accounts, 1977-1989.

51See U.S. Department of Justice, Anti-trust Enforcement Guidelines for International
Operations.
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state levels. At federal level, there are three major anti-trust laws: the
Sherman Anti-trust Act, the Clayton Act and the Federal Trade Commission
Act.

322. The Sherman Anti-trust Act prohibits contracts, combinations, and
conspiracies that unreasonably restraint trade among several States or with
foreign nations. This includes agreements among competitors to fix prices,
rig bids and allocate consumers. The Act also prohibits monopolization of
any part of trade among several States or wi foreign nations. Violation
of the Act may be prosecuted as civil or criminal offences.

323. The Clayton Act exmands on the General prohibitions of the Sherman
Act by prohibiting mergers or acquisition of stock or assets that are
likely to lessen competition. All persons considering a merger or
acquisition above a certain size must notify both the Anti-trust Division
of the Department of Justice and the Federal Trade Commission. The Act is
a civil statute and it carries no criminal penalties.

324. The Federal Trade Commission Act prohibits unfair methods of
competition in interstate and international commerce, and carries no
criminal penalties.

325. Federal anti-trust laws are enforced through criminal and civil
enforcement actions by the Department of Justice, civil enforcement actions
by the Federal Trade Commission, and lawsuits by private parties asserting
damage claims.

326. There are a number of exceptions to general rules under anti-trust
laws, including statutory exemptions for collective bargaining with labor
unions, for agricultural cooperatives and for insurance businesses.
Certain export associations are also exempted by law (see the section on
export cartels).

327. In enforcing anti-trust laws, the Department of Justice uses two
modes of analysis: per se condemnation and cases-by-case examination under
a "rule of reason". The Department condemns as per se unlawful "naked"
restraints of trade among competitors which are inherently likely to
restrict outputor price (e.g. price-fixing, bid-rigging, and allocation of
customers). These restraints are prosecuted as criminal violations under
the Sherman Act.

52The concept of perse illegality has changed over time. For example, in the
Catalane, Inc. v. Target Sales.Inc. case (May 1980), an alleged agreement among wholesalers

(Footnote Continued)
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328. In other instances, the Department applies, case-by-case, a "rule of
reason" to agreements involving some form of economic integration that may
also generate pro-competitive efficiencies. If the Department concludes
that these would not be anticompetitive, then these are not challenged.
Such agreements may include legitimate joint ventures for R&D, production,
or distribution; vertical non-price distribution arrangements and
intellectual property licensing arrangements. Under the National
Cooperative Research Act of 1984, a contract to carry out a joint research
and development venture is not deemed illegal per se, but subject to the
"rule of reason, standard.53

329. Conduct relating to U.S. import trade that harms consumers in the
United States may be subject to U.S. anti-trust laws, regardless of where
such conduct occurs or the nationality of the parties involved, so long as
the conduct has direct, substantial, and reasonably foreseeable
anticompetitive effects in the United States. The extraterritorial
application of United States anti-trust laws has been the subject of
disputes with several trading partners, and some countries have enacted
legislation to block the application of U.S. laws to their domestic
industries. The United States has, however, signed a number of
notification and consultation understandings with foreign Governments in
order to ameliorate such conflicts.

330. In asserting jurisdiction over anticompetitive activities of foreign
nationals, the Department of Justice exercises certain discretion. If
activities of U.S. and foreign firms that have an anticompetitive effect on
U.S. commerce are the result of "foreign sovereign compulsion" of foreign
sovereign authorities, they would not be subjected to prosecution under the
U.S. anti-trust laws. This has been applied to cases where foreign
governments agree with United States Government to restrain their exports
to the United States under VRAs. In the absence of such government
compulsion, restrained exporters could be subjected to U.S. anti-trust
laws. According to the Department, all known VRAS appear to have been
outside the anti-trust laws because of government compulsion.

(Footnote Continued)
to eliminate short-term trade credit formally granted to to beer retailers and to require the
retailers to make payments in cash, either in advance or upon delivery, was judged as plainly
anti-competitive as being tantamount to an agreement to eliminate discounts, and thus falling
within the traditional anti-trust rule of per se illegality of price-fixing, without further
examination under the rule of reason.

53The Act stipulates that such conduct shall be judged on the basis of its
reasonableness, taking into account all relevant factors affecting competition, including,
but not limited to, effects on competition in properly defined, relevant research and
development markets.'
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331. The anti-trust laws also do not reach voluntary export restraints
(VERs) by foreign exporters, even where the United States Government has
not requested restraint, if the existence of foreign government compulsion
has been assured. One such example is the Japanese VER on passenger cars,
which has continued without the request of the United States Government
since 1985.

332. Second, when the defense of foreign sovereign compulsion does not
apply, the Department may attempt to balance the interests of the
United States Government in preserving competitive markets and protecting
U.S. consumers and the interests of the affected foreign sovereign in
promoting its laws and policies. The Department says that considerations
of "international comity" may lead the Department not to challenge conduct
which is not strictly compelled by a foreign sovereign, "especially if the
foreign government has instigated the conduct in question at the request of
the Government of the United States".54

54See U.S. Department of Justice, ibid.



C/RM/S/23A
Page 100

V. TRADE POLICIES AND PRACTICES BY SECTOR

333. As noted in Chapter IV, effective from January 1981, the
United States implemented the Harmonized System (HS) for its tariff
classification, and tariff and import data are now available on the basis
of the HS. The following analysis on trade measures and imports by sector,
therefore, uses the product categories of the GATT Tariff Study defined on
the basis of HS product categories, which permit internationally comparable
analysis. However, information on exports and production is only available
from national sources, which use a different product classification not
strictly corresponding to the HS.

Developments since the last review

334. The United States continued to be the world's leading exporter of
agricultural products and importer of manufactures in 1989 and 1990.
United States trade in agriculture recorded substantial surpluses
(US$15 billion in 1989 and US$12 billion in 1990), but its rapid growth,
which had begun in 1987, halted in 1989 and in 1990 U.S. agricultural
exports declined slightly. On the other hand, while United States trade in
manufactures still recorded substantial deficits (US$100 billion in 1989
and US$84 billion in 1990), rapid growth in exports of manufactures
continued both in 1989 and 1990.

335. United States' agricultural exports encountered fierce competition.
from other sources, particularly the European Communities. The
United States sought to radically reform multilateral rules and disciplines
on agricultural trade through the Uruguay Round negotiations on
agriculture. At the same time, the United States Government continued to
assist agricultural sectors by price and income support programmes, import
quotas and various types of export promotion programmes. The Food Security
Act of 1985, which expired on 31 December 1990, was replaced by the Food.
Agriculture. Conservation, and Trade Act of 1990, the so-called 1990 Farm
Act, covering the period 1991 to 1995.

336. While the 1990 Farm Act introduced no significant changes in the
system of programmes for price and income support and export promotion,
their scope was considerably extended and modified. Price support
programmes continue to cover wheat and feedgrains, rice, cotton, oilseeds,
peanuts, dairy, sugar, wool and mohair, honey and tobacco. Some of these
products also continue to benefit from income support programmes.

lUnless otherwise mentioned, export and production data are based on industry
classifications defined according to the Stardard Industrial Classification (SIC) system.
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Implementation of domestic support programmes in sectors such as dairy,
cotton, peanuts, and sugar-containing products is linked to import quotas
or import fees. Export-related programmes were also extended. The 1990
Omnibus Budget Reconciliation Act, while limiting the level of support,
provides a trigger, linked to the outcome of the Uruguay Round
negotiations, for substantial increases in export promotion.

337. According to OECD data, total producer subsidy equivalents (PSEs) for
U.S. agricultural products increased in 1990, after continuous decline
between 1986 and 1989. Milk, beef and veal, coarse grains, wheat and rice
accounted for about 90 per cent of total PSEs in 1990.

338. In industry, weakened domestic demand in 1989 and 1990 resulted in
lower or negative growth in sectors such as automobiles, steel, textiles
and clothing. On the other hand, largely due to increased competitiveness
resulting from dollar depreciation, exports of major U.S. manufactures such
as aircraft, steel, semiconductors, chemicals and leather grew very fast.

339. Major sectoral policy developments in the United States since the
last review which affect U.S. trade in industrial products include:

- a new arrangement on trade in semiconductors with Japan
concluded in June 1991;

- Japan's renewed voluntary export restraint of passenger cars to
the United States until 31 March 1992;

- about 40 bilateral agreements on textiles and clothing under or
outside the MFA;

- VRAs on steel with 28 countries, with the coverage being
extended to include specialty steel, and negotiations on a
multilateral agreement on steel;

- negotiations in the OECD to seek a multilateral agreement to
eliminate shipbuilding subsidies.

340. Exports of industrial products have been promoted by the U.S.
Government through various export promotion services of the Commerce
Department and other measures, including Section 301 investigations.
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(1) Agriculture

(i) Introduction

Production and trade

341. Production in the United States' farm sector (crops and livestock)
increased by about 5 per cent in 1989 and by about 2 per cent in 1990.
In 1990, the sector accounted for 1.7 per cent of GDP. Farm employment
grew slightly in both years to about 2.9 million in 1989.

342. U.S. exports of agricultural products rose rapidly during the period
1987-1989, largely due to increased competitiveness resulting from the
depreciation of the dollar. The United States was a world leading exporter
of a number of products including feedgrains, wheat, livestock products,
soybeans and soybean meal, horticultural products, and rice. Major export
markets in 1990 were Japan, the EC, Canada, Mexico, the Republic of Korea,
the Soviet Union, Taiwan, Egypt, Hong Kong and Saudi Arabia. Regionally,
Asia was the largest export market, accounting for nearly one half of total
United States agricultural exports.

343. In 1990, U.S. agricultural exports are estimated to have remained at
about the same level as in 1989 (US$42½ billion exports of food, and
US$17 billion exports of raw materials). Agricultural products accounted
for about 15 per cent of total merchandise exports in 1990.

344. Food accounted for about 6 per cent of total merchandise imports of
the United States both in 1989 and 1990. Major import items were
foodstuffs, fish and shellfish, beverages and spirits, animal products, and
oilseeds and oils. Top ten suppliers of agricultural products to the
United States were the EC, Canada, Mexico, Brazil, Australia, Colombia,
Thailand, New Zealand, Ecuador, and China (Chart V.1).
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Chart V.1
Agricultural imports of the United States by
major commodity group and supplier, 1989
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Tariff protection

345. In the Uruguay Round negotiations on tropical products, the
United States presented a list of contributions and offers to reduce
tariffs on a number of tropical products. These contributions, made as
part of the Montreal Mid-Term Review package, were implemented in mid-1989
on a provisional basis for the duration of the Uruguay Round, with the
understanding that they could be modified or withdrawn in the light of
further developments in the negotiations. The above-mentioned 1989 data
on United States tariffs does not reflect these temporary changes.

346. The simple average of effectively applied tariffs for all
agricultural products (without taking account of the Uruguay Round tropical
products concessions) was 8.6 per cent in 1989. Weighted by 1989 imports
from m.f.n. sources, the average tariff for all agricultural products was
3.0 per cent. The following Chart V.2 shows the simple averages of
effectively applied duty (as of 1989) by major categories of agricultural
products.

347. As Chart V.2 shows, average tariffs for grains, meat, oil seeds, cut
flowers, and fish are relatively low, although they contain some items of
high tariffs (see Appendix Tables V). On the other hand, relatively high
tariffs are applied to tobacco, certain foodstuffs (23.1 per cent to cocoa
and cocoa preparations, 18.8 per cent to sugar and confectionery, and
10.8 per cent to dried vegetables), certain beverages (12.4 per cent to
fruit and vegetable juices), and certain dairy products (13.6 per cent to
cheese).

2The contributions by the United States to reduce tariff rates covered cocoa, spices.
essential oils, plants and flowers, natural gums and vegetable extracts, vegetable materials
and waxes, certain oilseeds, vegetable oil products, oilcake, roots and tubers, tropical
nuts, bananas, miscellaneous fruits, fruit products, and certain non-agricultural product
(plaiting products, yarn and fabrics). The binding of concessions for most products were
made dependent on a successful outcome for agriculture in the Uruguay Round, and for some of
these products on concessions from participants benefiting from the United States
concessions. The degree of tariff reductions varied according to the product, but the tariff
rates for most of these products before the concessions were already relatively low: certain
products were subject to specific duties, but tariffs on others were mostly below 8 per cent.
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Chart V.2
Effectively applied tariff levels for agricultural products
United States, 1989
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Import quotas

348. While an import quota on cotton comber waste was suspended in

November 1990, the United States maintains import quotas under Section 22
of the Agricultural Adjustment Act of 1933 as amended on a number of other
products, including dairy products, peanuts, cotton, cotton waste and
certain cotton products, and certain sugar-containing products. These
import quotas are covered by the GATT Daiver granted to the United States
in 1955. The import quotas for these products were unchanged during the
period 1988 to 1991, except for peanuts for which a temporary increase in
quotas was announced in July 1991 for one month. Although import quotas
for some dairy products and peanuts have been fully utilized, those for
certain dried milk, cotton, and certain sugar-containing products have been
greatly under-utilized (Table AV.1).
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349. The United States exported substantial volume of peanuts, butter and
non-fat dry milk. For example, the U.S. share of annual world exports of
peanuts reached 37 per cent in 1989/90 crop year. Exports of dairy
products have been assisted by various government programmes, as described
below.

350. The United States has stated that all programmes and policies of the
United States, including the Section 22 waiver, are on the table in the
Uruguay Round, and that the United States is prepared to work with other
partici ants to promote a more market-oriented global agricultural trading
system.

351. In 1989, the ITC initiated an investigation into the economic effects
of significant U.S. import restraints in the agricultural and natural
resource sectors (phase II), in response to a request from the Committee on
Finance of the United States Senate. The report, which covered sugar,
dairy, peanuts, cotton and meat, was published in September 1990.4

352. According to the report, U.S. consumers would gain substantially from
the removal of import restraints on these products because the price of
imports and competing domestic products would decrease. Annual price
reductions of imported products were estimated to range between 1 and
46 per cent (Chart V.3). Estimated consumer gains, on the basis of 1989
data, would reach US$1.1 billion for sugar, US$263 million for cheese, and
US$167 million for meat (1988) (Table V.1).

353. The ITC report also pointed out that, in order to hold the income and
production of domestic farmers constant while removing the import
restraints, the Government would need to extend substantial additional
direct subsidies. Estimated producer subsidy costs in 1989 were
US$955 million for sugar, US$225 million for cheese, and US$73 million for
meat. The difference between the gain to the consumer and the cost to the
Government is the net increase in national welfare. Total net welfare gain
with respect to these products would have been about US$382 million on 1988
basis, and about USS190 million for 1989.

3See the report of the GATT Working Party, United States Import Restrictions on
Agricultural Products, L/6643, dated 20 February 1990.

4United States International Irade Commission, The Economic Effects of Significant U.S.
Import Restraints. Phase Il: Agricultural Products and Natural Resources. USITC Publication
2314, September 1990.
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Chart V.3
Estimated price changes from eliminating import
restraints in selected agricultural sectors, 1989
Per cent
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Source: U.S. International Trade Comission, the Economic Effects of Significant
U.S. Import Restraints, Phase II: Agricultural Products and Natural Resources,
September 1990.

Financial assistance

354. The 1990 Farm Act introduced certain measures to improve the market
orientation of the products concerned and to reduce Government support.
One such example is the introduction of the provision of a new

'triple-base planting provision which reduces acreage eligible for income

support programmes by 15 per cent. 5 While the Farm Act did not continue

5Under this provision, participants in the wheat, feedgrains, cotton, and rice
programmes lose eligibility for income support (deficiency) payments on 15 per cent of their
crop acreage bases. However, they are permitted to grow any other crops except fruits and
vegetables.
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the process of progressive reduction of target prices under the previous
legislation, it at least froze target prices, on which income support
payments are based, for wheat, feedgrains and rice at their 1990 levels.

355. On the other hand, the Farm Act introduced a number of changes which
may halt or slow down the previous trend to greater market orientation.
For example, the basic price support rates for 1991-95 wheat and corn crops
were slightly raised from those in 1990; a floor was set to the support
price for rice and the programme of marketing certificates for rice was
extended till 1995, with a view to making United States' rice further
competitive in world markets; the marketing loan programme was extended
from soybeans to other minor oilseeds; and a minimum support price of milk
was established for the period 1991-1995.

356. The Act also extended a number of existing Government-assisted sales
and export promotional programmes, such as the Export Credit Guarantee
Program (GSM-102 and GSM-103), the Export Enhancement Program (EEP),
P.L.480 (Food for Peace), and the Targeted Export Assistance Program.
Total sales under these programmes increased from US$3.9 billion in fiscal
year 1986 to US$8.4 billion in fiscal year 1989, when they accounted for
21 per cent of total United States' agricultural exports. Growth in sales
under GSM programmes and EEP was particularly noticeable in recent years
(Chart V.4).6

357. The Export Credit Guarantee Program (GSM-102) and the Intermediate
Export Credit Guarantee Program (GSM-103), administered by the Commodity
Credit Corporation (CCC), have been extended through fiscal year 1995. The
former is a short-term agricultural export credit programme with 6- to
36-month repayment terms, and the latter has a repayment period of 3 to
7 years with a maximum of 10 years. These programmes allow foreign buyers
to purchase agricultural commodities from private United States exporters,
with U.S. banks providing the financing at commercial rates of interest
with CCC's guarantee. The credit guarantee levels for fiscal year 1990 (a
minimum of US$5 billion for GSM-102 and a minimum of US$500 million for
GSM-103) are continued for each fiscal year 1991 through 1995.

358. In fiscal year 1990, the Foreign Agricultural Service (FAS), within
the U.S. Department of Agriculture, made available under GSM-102 nearly
US$4 billion worth of short-term guarantees for 25 countries for a variety
of commodities. Under GSM-103, FAS made available in fiscal 1990 over

6More up-dated data on various U.S. export assistance programmes are available from
U.S. Department of Agriculture. 'Agricultural Export Assistance Update Quarterly Report'.
August 1991.
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US$332 million in guarantee coverage on U.S. agricultural exports
different markets.

to nine

Chart V.4
Value of United States Government program sales
of agricultural products, Fiscal Years 1980-89
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359. The Export Enhancement Program (EEP), the United States' major export

subsidy programme, started in May 1985. For fiscal year 1990, the Congress

allocated US$566 million for the programme, of which US$339 million was

used. The EEP has been extended till 1995 by the 1990 Farm Act which

requires that, in each fiscal year, the CCC make available not less than

US$500 million of CCC-owned commodities or funds to carry out the

programme. While the 1991 appropriation law for the Department of

Agriculture put a ceiling or "cap" on EEP bonuses to be awarded at

US$425 million, Congress subsequently agreed to remove the cap and restore

the EEP to the original request of US$900 million for the fiscal year, in

response to a request by the President.
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360. One stated objective of the EEP is to discourage "unfair" trade
practices of trading partners. EEP export subsidies are intended to enable
United States exporters to offer prices competitive with those offered by
other countries' exporters in selected foreign markets. From the start of
the EEP in 1985 until July 1991, 115 initiatives were announced with
78 countries. They covered 12 commodities, including wheat, flour, barley,
semolina, barley malt, sorghum, rice, poultry feed, and vegetable oil. The
total value of export sales facilitated under the EEP reached approximately
US$12.3 billion.

361. Some trading partners of the United States have expressed concern
over the effects of EEP export subsidies on their own agricultural exports.
In the Uruguay Round Surveillance Body, Argentina complained in 1988, that
the EEP was a violation of the standstill commitment. In February 1990,
Brazil requested consultations with the United States under GATT
Article XXIII:1, concerning the adverse effects of the EEP on Brazilian
soybean oil exports. The Australian Government has reportedly complained
to the U.S. Government that the EEP for wheat has damaged Australia s
exports to its traditional markets.

362. P.L.480 has been serving as both a food aid programme and market
development tool. During the period 1980 to 1989, the United States
shipped over US$14 billion of agricultural commodities through concessional
sales (titles I and III). The 1990 Farm Act introduced certain changes in
the administration of the programme, and provided for assistance and export
promotion to "emerging democracies," such as those in Eastern Europe.

363. The Targeted Export Assistance Programme (TEIA) under the Food
Security Act of 1985 was replaced by the Marketing Promotion Programme
(MPP) under the 1990 Farm Act. While the former programme gave priority to
assist promotional activities for exports of commodities which faced unfair
trade practices of foreign competitors, the new programme expanded it to
assist trade organizations exporting any U.S. agricultural commodity.
Long-term market potential and participants' capability of using funds are
also taken into account. The programme makes either funds or surplus
commodities available to participating trade organizations for their export
promotional activities on a cost sharing basis. The Farm Act continues
funding of MMP at a minimum of US$200 million for each fiscal year 1991
through 1995. However, the appropriation law put the ceiling of the
programme for fiscal year 1991 at US$175 million. Products so far covered

7MPP assistance for branded promotion is limited to 50 per cent of promotion costs.
However, promoters of a commodity which has received a favourable decision by the USTR in a
Section301 case way contribute less than 50 per cent of costs.
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by the programme include almonds, poultry products, avocados, popcorn,
honey, cuttlefish and others.

364. While the 1990 Farm Act spelled out the basic programmes for
supporting agricultural sectors, the Omnibus Budget Reconciliation Act of
1990 further altered those programmes to achieve US$13.6 billion in budget
savings in the commodity programmes over 5 years. The 1990 Farm Act is
estimated to cost about US$41 billion over five years taking into account
savings required by the Budget Reconciliation Act.

365. The Reconciliation Act also contains provisions that are contingent
on events connected with the Uruguay Round. If the United States fails to
enter into an agreement on agricultural trade reform through the Uruguay
Round negotiations by 30 June 1992, the Secretary of Agriculture may waive
any minimum level of acreage limitation programme for any 1993-95 programme
crops. In addition, the Reconciliation Act requires the Secretary of
Agriculture to increase the export promotion programmes by US$1 billion
during fiscal years 1994 and 1995, and establish marketing loan programmes
for the 1993-95 wheat and feed grains crops. Moreover, if an agricultural
agreement fails to enter into force in the United States by 30 June 1993,
the Secretary may take specific actions if it is determined that those
actions are "appropriate to protect the interests of American agricultural
producers and to ensure the international competitiveness of United States
agriculture."

Overall levels of assistance

366. According to OECD estimates, the total assistance to producers as
measured by the Producer Subsidy Equivalent (PSE) increased from about
US$33 billion in 1989 to about US$36 billion in 1990, after a continuous
fall between 1986 and 1989 (Table V.2). The net percentage PSE rose from
29 per cent in 1989 to an estimated 30 per cent. The increase was caused
by growth in production and higher unit PSEs due to a fall in world prices.
Transfers from consumers, as measured by the Consumer Subsidy Equivalent
(CSE) grew from about US$17 billion in 1989 to about US$19 billion in 1990,
after a continuous fall between 1986 and 1989. This meant that, in 1990,
about 45 per cent of the total assistance was financed by tax.

8PSEs for U.S. agricultural commodities calculated by the U.S. Department of
Agriculture (Table AV.2) present a considerably different picture of assistance to the
U.S. agriculture. PSEs for twelve commodities remained almost unchanged at about
US$22 billion between 1989 and 1990. and percentage PSE is estimated to have declined from
18.5 per cent in 1989 to 18.1 per cent in 1990. Substantial discrepancies from the OECD data
exist with respect to PSEs for dairy, and beef and veal.
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367. In terms of absolute assistance received, milk received the largest
share of total support, followed by beef and veal, coarse grains, wheat,
and rice (Chart V.5). These products alone accounted for about 90 per cent
of the total PSE in 1990. While the average percentage PSE is estimated
to have increased by 1 percentage point to 30 per cent in 1990, the level
was significantly lower than the average percentage PSE for the OECD as a
whole (44 per cent). U.S. products whose percentage PSEs exceeded the
OECD average included wool, milk, rice, and sugar.

Chart V.5
Producer Subsidy Equivalents for selected
agricultural products of the United States, 1987-90
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9Expressed as a percentage, PSE represents the ratio of the part of the value of output
accounted for by assistance of various kinds to the total value of output.
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Trade disputes and agreements

368. The United States has used "Section 301" provisions in dealing with a
number of trade disputes involving U.S. exports of agricultural products.
Recent examples include the Republic of Korea's import restrictions on
beef, EC subsidies on oilseeds, EC meat hormone directive, and Canada's
export prohibition of unprocessed herring and salmon. Most of these cases
and some other disputes over agricultural exports were brought before GATT
consultation and dispute settlement procedures (see Chapter VI).

369. The 1983 Long-Term Grain Agreement (LTA) with the Soviet Union was
extended through the end of 1990. A new LTA for five years, which entered
into force on 1 January 1991, requires the Soviet Union to purchase
annually a minimum of 4 million tonnes of wheat and the same amount of feed
grains grown in the United States. In addition, the Soviet Union is to
purchase in each year 2 million tonnes of wheat and/or feed grains and/or
soybeans and/or soybean meal produced in the United States.

(ii) Foodstuffs (Table AV.3)

370. Foodstuffs are the largest agricultural imports into the
United States, accounting for about US$10 billion in 1989 or about one
third of total U.S. agricultural imports. 10 Major suppliers were Mexico.
the EC, Brazil, Canada, Colombia, Ecuador, Costa Rica, Chile, Guatemala,
and the Philippines (Table V.3).

371. Coffee (US$2.3 billion in 1989) is the single largest import item in
this category. Coffee and some other significant import items in this
category such as spices, tea, cocoa, bananas, and olives are not produced
in commercial volume in the United States. Tariff rates on these products
are generally low and no import quotas are imposed. By contrast,
relatively high tariffs are in force on chocolate and other preparations
containing cocoa, sugar, eggs, and prepared or preserved fruits and
vegetables. Sugar is also subject to other non-tariff import measures and
a Government price support programme, which also covers honey. Certain
fruit and vegetables are subject to Federal marketing orders.

10The category of foodstuffs (Tariff Study Category 24) covers a wide range of
commodities, such as fruits, vegetables, coffee and other tropical beverages, sugar, flour,
eggs, and honey.
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(a) Sugar

372. United States production of beet and cane sugar in the 1989/90 crop
year (October-September) was estimated to be 6.6 million short tnos,
slightly down from the previous year. A slight increase in production is
forecast for 1990/91. U.S. consumption of sugar continued to increase
slowly. Imports of beet and cane sugar are estimated to have increased by
more than 40 per cent in 1989/90 to about 2 million short tons, and are
forecast to grow to about 2.4 million short tons in 1990/91 (Table V.4).

373. Import measures on sugar have changed greatly during the last two
years. The former import quotas on sugar, established under the Headnote
authority in the U.S. Tariff Schedule, were replaced by tariff quotas from
1 October 1990. This change in policy resulted from a GATT Panel report
which found the import quotas on sugar to be inconsistent with GATT.11

374. Under the tariff quota system, the Secretary of Agriculture announces
a quantity of sugar that will be subject to lower tariff rates (2.4 million
short tons for the 1990/91 crop year (October-September)). This quantity
is allocated by the USTR on a country-by-country basis according to
historical trade. According to the U.S. Tariff Schedule (1991), the
Dominican Republic, the Philippines and Brazil were allocated some
48 per cent of the tariff quota. Any additional imports of sugar are
subject to higher tariffs. The lowest rate in the second category is about
26 times higher than the lowest rate in the first category. The
U.S. tariff on sugar is not bound under GATT.

375. GSP and CBI countries continue to be eligible to receive duty-free
treatment on sugar permitted entry within the tariff quota.

376. An import fee of 1 cent per pound on refined sugar and import quotas
for sugar-containing articles continues in effect under Section 22 of the
Agricultural Adjustment Act of 1933. These measures are covered by the
United States' GATT waiver.

11GATT, BISD 37S/228.

12Tariff rates on imported sugar within the quota are 1,4606 cent per kilogrammes less
0.020668 cents per kilogramme for each degree under 100 degrees (and fractions of a degree in
proportion) but not less than 0.943854 cents per kilogramme. Above the quota, tariff rates
are raised to 37.386 cents per kilogramme less 0.592 cents per kilogramme for each degree
(and fractions of a degree in proportion) but not less than 24,161 cents per kilogramme.
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377. The price support programme, authorized by the 1949 Agricultural Act,
was extended to the 1991-95 crops of domestically grown sugar cane and
sugar beet by the 1990 Farm Act. Sugar prices are supported through
"non-recourse" loans made to sugar processors, w`o must agree to pay at
least the minimum support price to producers of sugarcane or sugar beets.
Terms for the national average support prices (loan rates) for sugar cane
and beet are set by the 1990 Farm Act. The programme is intended to be
self-financing.

378. The 1990 Farm Act amended the Agricultural Adjustment Act of 1938 to
provide for mandatory domestic marketing allotments for sugar and
crystalline fructose if the Secretary of Agriculture estimates that imports
would fall below 1.25 million short tons, raw value.

379. As reported in the last review, anti-dumping duty orders continue to
be in force against sugar imports from Belgium, Germany, and France (all
since 1979), and from Canada (since 1980). A countervailing duty order
against the EC (since 1978) is also still in effect.

(b) Fruits and vegetables

380. Production of fresh fruits and vegetables in the United States grew
steadily in recent years, and U.S. exports of fresh and processed fruits
and vegetables grew constantly during the period 1985 to 1989 (Table V.5).
However, the United Statis remained a net importer of these products. A
noticeable phenomenon in the United States in recent years is a rapid
growth in per capita consumption of fresh and frozen fruits and vegetables,
and a decline in per capita consumption of canned products.14

381. Imports of fruits and vegetables, including prepared and preserved
products, reached over US$4 billion in 1989. Most fruit imports came from
Latin American countries (Brazil, Argentina, Mexico and Chile), Australia
and New Zealand. Mexico is by far the largest supplier of fresh and
processed vegetables to the United States.

13A non-recourse loan programme means that if the producer/processor wishes to forfeit
the produce under loan to the Commodity Credit Corporation rather than redeem the loan, there
is nothing the Department of Agriculture can do to prevent the forfeiture, as long as the
producer/processor has met the conditions of the loan.

14For example, per capita consumption of fresh carrots increased from 5.6 pounds in the
mid-1970s to 9.9 pounds in 1986-88. Per capita consumption of canned peaches, on the other
hand, declined from 4.6 pounds to 3.3 pounds during the same period.
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382. Imports of certain fruits and vegetables, such as avocados,
grapefruit, limes, oranges and table grapes, are covered by Federal
marketing orders, according to which these imports are subject to the
quality and size requirements applied to comparable domestically grown
products. In 1991, kiwifruit was added to the list of such imported
products (for details see the section on standards in Chapter IV).

(c) Honey

383. Production of honey in the United States fluctuated substantially in
recent years between 150 and 230 million pounds (Table V.6). Consumption,
however, was relatively constant at around 280 million pounds, and imports,
which had more than halved in 1987, grew slightly in 1988 and 1990.
Exports of honey declined from 14 million pounds in 1988 to 10 million
pounds in 1989, but were estimated to have grown to about 11 million pounds
in 1990.

384. Honey producers are supported through a Government price support loan
programme. No import quotas or export incentives are in place. Under the
loan programme, honey is used as collateral and if a producer is unable or
unwilling to redeem a honey loan, the producer forfeits the honey to the
Government. The Secretary of Agriculture has discretionary authority to
permit repayment of loans at a rate lower than the loan rate. The
difference between the loan rate and the repayment rate is a deficiency
payment.

385. Under the 1985 Food Security Act, the support price for honey
declined from 64 cents per pound in 1986 to 53.8 cents in 1990. In fiscal
year 1990, the honey programme cost the U.S. Government US$46.7 million,
about one half of the amount spent for fiscal year 1986. The
implementation of the lower repayment rate since 1936 reduced the number of
forfeitures and lowered the level of imports. Imports of honey halved in
1987 from the previous year's level of 120 million pounds to 58 million
pounds.

386. The 1990 Farm Act provides a floor for honey support of 53.8 cents
per pound in 1991 through 1995. This is intended to encourage producers to
market their honey rather than forfeit it to the Government and cause a
build-up of Government stocks.

(iii) Fish and shellfish (Table AV.4)

387. U.S. commercial landings of edible fish and shellfish reached
6.2 billion pounds in 1989, up 35 per cent from 1988. In value terms,
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however, they recorded US$3.1 billion in 1989, slightly less than the
landing in 1988, largely due to a fall in salmon prices (Table V.7). Per
capita consumption of fish and shellfish in the United States has been
growing gradually, partly due to rising interest in health and diet: it
was about 15 pounds per person in 1989, compared to about 13 pounds in
1980.

388. While U.S. trade in fish and shellfish was in substantial deficit
(over US$3 billion) in 1989, exports of fish and shellfish have grown
rapidly in recent years. The value of exports grew by 37 per cent in 1988,
6 per cent in 1989, and an estimated 10 per cent in 1990. Principal
export items are salmon and salmon roe, crabs, sablefish, sea urchins,
lobsters, shrimp, and herring. The major market for U.S. exports is Japan,
which accounted for about 70 per cent of U.S. exports of edible fish and
shellfish in 1989. Other significant markets are Canada, the EC, and the
Republic of Korea.

389. Fish, shellfish and their products are the second largest
agricultural import into the United States. Total U.S. imports of edible
fish and shellfish amounted to US$5.4 billion in 1989, about 20 per cent of
agricultural imports. Principal import items are shrimp, groundfish, tuna,
cod, salmon, lobster, and scallops. Canada is the largest supplier of fish
and shellfish, accounting for about 22 per cent of U.S. imports of these
products in 1989. Other significant suppliers include Thailand, Mexico,
Ecuador and China (Table V.8).

390. Tariffs on fish and shellfish are generally very low, with a simple
average rate of 3.2 per cent. No import quotas are imposed (for
prohibition of certain tuna, see below).

391. Two disputes in the fish sector have been dealt with under GATT or
free-trade agreement procedures. In the context of a Section 301
investigation by the United States in 1986, a GATT panel found that
Canada's export prohibition of unprocessed herring and salmon was
inconsistent with the General Agreement. Subsequently, Canada's remedial
measures were again raised under a dispute settlement process of the
United States-Canada Free Trade Agreement. In February 1990 an interim
solution was reached, under which Canada agreed to permit 25 per cent of
Canadian-caught herring and salmon to be exported to the United States,
without landing in Canada, for the period 1991-1993.

392. The most recent fish trade dispute dealt with under the GATT dispute
settlement procedures is with Mexico, over an import ban of certain tuna
and tuna products in accordance with the U.S. Marine Mammal Protection Act.
This Act, passed in 1972 and amended in 1984, requires the United States to
embargo imports of fish and fish products from any source unless the
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country concerns can prove that its fishing methods meet U.S. standards
regarding "the incidental kill or incidental serious injury of ocean
mammals". The ban may be extended to all fish or wildlife products from
the country in question. A similar embargo is required to be enforced on
imports of such products from any third country which buys the same goods
from the country in question.

393. Currently, the United States prohibits imports of yellowfin tuna and
tuna products from Mexico, Venezuela and Vanuatu, and "intermediary'
imports of such from Costa Rica, France, Italy, Japan, and Panama. At the
request of Mexico, a GATT Panel was established in February 1991 to examine
the case. In its report (DS21/R, dated 3 September 1991), the Panel, whose
mandate was to examine the U.S. import ban in the light of the relevant
GATT obligations, found that the United States' embargoes on Mexican
yellowfin tuna, and the legal provisions that require them, are import
restrictions contrary to Article XI:1 of the General Agreement, and are not
justified by Article XX(b) or (g); and that the import prohibitions on
yellowfin tuna and its products of intermediary nations" and the legal
provisions under which they are imposed were contrary to Article XI:1 and
are not justified by Article XX(b), XX(d) or XX(g). Discussion of the
Panel report by the GATT Council has been deferred at the mutual request of
the United States and Mexico to afford further bilateral consultations.

(iv) Beverages and spirits (Table AV.5)

394. Production of alcoholic and non-alcoholic beverages in the
United States has grown steadily in recent years. In 1990, production of
each group was estimated to be about US$23 billion (Table V.9). Two-thirds
of alcoholic beverages produced in the United States were malt beverages.
Personal consumption expenditures on alcoholic beverages in the
United States declined by an annual rate of 0.1 per cent in real terms
during the period 1986-1989.

395. Imports of beverages and spirits accounted for US$4.2 billion in
1989, about 16 per cent of total U.S. imports of agricultural products.
The EC is the major supplier, followed by Canada, Brazil and Mexico
(Table V.10). While U.S. trade in alcoholic beverages has been in large
deficit, exports have grown very rapidly in recent years; by an average of
some 28 per cent annually in 1988-90, reaching US$542 million in 1990.
Wines and spirits account for the largest share of total U.S. imports of
beverages and spirits.

396. Foreign trade in non-alcoholic drinks is less significant than in
alcoholic beverages. Exports of soft drinks in 1990 were an estimated
US$85 million, and imports US$190 million. This does not, however, take
account of U.S.-brand soft drinks produced abroad under licence, which are
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estimated to account for between 55 and 60 per cent of the international
soft drink market.

397. Tariffs are relatively high. particularly with respect to fruit and
vegetable juices (11 per cent simple average), and other beverages and
spirits except wine (about 12 per cent). Most goods in this category (74
out of 84 tariff lines) are subject to specific duties.

398. Sanitary regulations under the Federal Food, Drug and Cosmetic Act
apply to beverages and spirits. If a substance is not registered for use
in the United States, a food containing any detectable residue of the
substance is considered adulterated under the Act and is subject to
detention by the Food and Drug Administration (FDA).

399. In February 1990, FDA found residues of a fungicide, Procymidone, in
a round of random sampling of some European wines. The fungicide is used
by European wine producers to control a fungus in grapes, but it is not
used in the United States. FDA initially detained or refused entry of all
wines found with residues of procymidone causing considerable disruption
of EC wine exports to the United States. In response to a petition by
the manufacturer of Procymidone, the U.S. Environment Protection Agency
(EPA) reviewed the health effects of the fungicide, and in February 1991
proposed an interim tolerance level of procymidone on wine grapes grown
prior to 1 January 1990. The proposal of the EPA was approved and became
effective on 16 April 1991. It will expire after 4 years from issuance,
and a decision on a more permanent tolerance is expected during the 4 year
period. The interim resolution of the issue has allowed the resumption of
the bulk of normal trade flows of wine from the EC.

400. At the request of Canada, a GATT Panel was established in May 1991
with respect to alleged discrimination against Canadian exports of beer,
wine and cider under the Omnibus Budget Reconciliation Act of 1990, by
providing exclusive excise tax advantages to certain United States
producers. Canada also raised a number of practices at the State level
affecting imported alcoholic and malt beverages, including State measures
concerning taxation, availability for sale, labelling, distribution and
other measures, which Canada considered discriminate against Canadian
products.16 The issues are currently under consideration by the Panel (see
Chapter VI).

15The EC Commission claims that the United States measure led to disruption of EC wine
exports to the United States to the tune of US$200 million in 1990.

16 GATT document DS23/3.
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401. The United States had raised its own concern about the adverse
effects on U.S. exports of beer to Canada caused by practices of Canadian
marketing agencies on the import, distribution and sale of beer. A GATT
Panel was established at the request of the United States in February 1991,
and the issue is currently under consideration by the Panel (see
Chapter VI).

(v) Meat (Table AV.6)

402. The United States continues to be the world biggest producer of beef
and veal, pigmeat, and poultry. However, while production of poultry
increased substantially, production of beef and veal declined slightly in
volume terms during the period 1988 to 1990 (Table V.11), This reflected
recent changes in U.S. consumer demand for meat products: per capita
consumption of red meat, particularly beef, declined but that of poultry
increased rapidly to equal beef for the first time in 1990 (Table V.12).

403. As Table V.11 shows, the United States is a net importer of beef and
veal, and pigmeat, but a large net exporter of poultry. Trade in beef and
veal fluctuated in 1988-1990, but exports of poultry continued to grow
rapidly, particularly in 1990.

404. U.S. tariffs on animals and meat are generally low (simple average
3.7 per cent). Canada, Australia and New Zealand are the main suppliers
(Table V.13).

405. Imports of fresh, chilled or frozen beef, veal, mutton and goat meat
continue to be controlled by the Meat Import Act of 1979 which requires the
Government to impose import quotas, or to negotiate other restrictions such
as VRAs, when estimated imports exceed a "trigger" level. The Act does
not apply to imports of beef which is prepared or preserved, pork, lamb,
poultry meat, or live animals. The U.S. Customs Service monitors all meat
imports subject to the Meat Import Act. When a VRA programme is is effect,
the Customs Service institutes special procedures to monitor imports from
any country approaching the trigger level.

406. Since 1989, imports from Canada have been excluded from the
application of the Meat Act, as a result of the United States-Canada Free
Trade Agreement. This has reduced the base quantity (the ten year average
of imports from 1968 through 1977) used to calculate the trigger level from

17The "trigger" level is the ten-year average of imports 1986-17, multiplied by a
production adjustment factor and a "countrecyclical" factor, multiplied by 1.10.
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1,204.6 to 1,147.6 million pounds. The trigger levels for 1989, 1990 and
1991 were set at 1,370, 1,242 and 1,319 million pounds.

407. As noted in the previous report, VRAs were concluded in 1987 and
1988 with Australia and New Zealand. No such actions were taken in 1989 or
1990. However, in October 1991 Australia and New Zealand once again
concluded new VIZAS on beef and veal.

408. In recent years, there have been a number of trade disputes involving
United States exports of meat. The issue relating to the EC's meat hormone
Directive of 1905, which prohibited the use of certain substances having a
hormonal action in livestock farming, remains unresolved. Although an
interim measure was agreed upon in 1989, some Section 301 retaliatory
100 per cent duties by the United States remain in effect on certain
imports from the EC.

409. Another dispute with the EC is related to the EC Third-Country Meat
Directive which requires that slaughterhouses in exporting countries be
inspected and meet EC hygiene standards. In 1990, the EC Commission decided
to withdraw veterinary approval of swine slaughterhouses in the
United States as from 31 October 1990, and also of a number of cattle
slaughterhouses as from 1 January 1991, on the ground of shortcomings found
in veterinary inspection. The United States questioned the scientific
justification of the EC measures, and in November 1990 requested
consultations with the EC under Article XXIII:1 of the GATT. In January
1991, USTR initiated a Section 301 investigation on the issue on the basis
of a petition filed by the National Pork Producers Council and the American
Meat Institute. The United States is currently requesting the
establishment of a GATT Panel on the issue. In this connection, in
mid-August 1991, EC inspectors reviewed 17 U.S. plants for
re-certification, of which 14 were relisted.

410. Other trade disputes involved Japan and the Republic of Korea. As a
result of consultations with the United States and other countries, Japan
removed import quotas on beef as from April 1991. The Republic of Korea,
in response to recommendations of a GATT Panel established by the
United States and some others, affirmed its willingness to eliminate import
restrictions no later than July 1997, and increased annual import level for
the initial transitional period. According to the USTR, during 1990

18GATT (1990), Trade Policy Review: United States of America, 1989.
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United States exports of beef to the Republic of Korea reached a record
US$120 million, nearly five times the 1988 level.

(vi) oilseeds, fats and oils (Table AV.7)

411. United States imports of oilseeds, fats and oils amounted to about
US$1 billion in 1989; mostly vegetable oils. Major suppliers of these
products to the United States are Canada, the EC, the Philippines, and
Malaysia: these four trading partners supplied three-fourths of
U.S. imports of these products in 1989 (Table V.14).

412. Tariffs on these products are generally low, with the simple average
at 4.8 per cent. In terms of 1989 trade, 87 per cent of these imports were
subject to tariffs below 5 per cent.

(a) Peanuts

413. The United States is the world's third largest producer of peanuts,
next to India and and China, accounting for about 8 per cent of the world
total production. U.S. exports of peanuts accounted for about 20 to
30 per cent of world total exports.

414. Peanut production is given price support within a production quota.
Peanuts grown outside the quota, or by farmers without a quota, must be
contracted, crushing for oil, export or CCC loan.

415. The United States maintains a "Section 22" import quota on peanuts,
designed to protect domestic supply management and price support
programmes, in order to prevent material interference with domestic supply
management and price support programmes as described below. The annual
import quota has been set at 1,709 thousand pounds since 1953, and,
until 1990, had only once (in 1980) been temporarily increased. Imports at
the quota level accounted for about 0.5 per cent of total U.S. consumption.

416. Production in 1990191 (August-July) is estimated to have declined by
about 10 per cent from about 4 billion pounds in the previous crop year to
3.6 billion pounds, due to a drought in the Southeast states (Table.V.15).
As a result, domestic prices for peanuts increased substantially, with
prices more than doubling between August and December 1990.

417. In the wake of these rapid price increases of peanuts, the Peanut
Butter and Nut Processors Association filed in October 1990 a request with
the U.S. International Trade Commission (ITC) for investigation under the
Agricultural Adjustment Act of 1933, to remove the restriction on the
import of peanuts. Two out of three Commissioners recommended that the



C/RM/S/23A
Page 123

President temporarily increase or indefinitely suspend the quota. 19 As a
result, in July 1991, the quota was increased temporarily to 100 million
pounds for one month.

418. Under the 1990 Farm Act, the Secretary of Agriculture is required to
establish, for the 1991-95 peanut-marketing years, a national quota equal
to estimated domestic edible, seed, and farm usage, but not less than
1.35 million short tons. This compares with 1.1 million short tons under
the Food Security Act of 1985. The quota for the 1991 crop is set at
1.55 million short tons.

419. The price of peanuts is also supported through non-recourse price
support loans and purchase agreements. The support level for quota peanuts
must be set at the preceding year's loan rate, adjusted to reflect any
increases in the cost of production during the previous calendar year.
From 1990 on, increases in the support level are limited to 5 per cent a
year. The 1990 rate was US$631.47 per short ton. Price support for
additional (over-quota) peanuts is set at a level which the Secretary of
Agriculture determines appropriate, given prices and demand for oils and
meals. In 1990, this rate was US$149.75 per short ton. According to the
U.S. Government, US$13.3 million (net) was spent on the peanut programme in
fiscal year 1989.

(b) Other oilseeds

420. Beginning in 1991, soybeans are covered by a marketing loan program
to support prices under amendments to the Agricultyral Act of 1949. Under
the programme, producers may obtain 9-month non-recourse price support
loans. Loans may be repaid at the lowest of the actual loan rate, the
world market price, or another level determined by the Secretary of
Agriculture.

421. The 1990 Farm Act has, from the 1991 crop year, extended the
marketing loan programme to other "minor" oilseeds (sunflower seed, canola,
rapeseed, safflower seed, flaxseed, mustard seed, and such other oilseeds
as the Secretary of Agriculture may determine).

422. The Act provides for a loan level, for each of the 1991 through 1995
crops, of not less than US$5.02 per bushel for soybeans and US$0.089 per

19U.S.International Trade Comission, peanuts. Report to the President on
Investigation N0.22-52 Under Section 22 of the Aqricultura Adjustment Act, as Amended,
March 1991. USITC Publication 2369.
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pound for other minor oilseeds. The U.S. Government spent an estimated
US$5.3 million (net) on the programme for soybeans in fiscal year 1990.

423. For sunflower seed oil and cotton seed oil, an export subsidy
programme similar to the Export Enhancement Program has been implemented
since fiscal year 1989. Export bonuses are provided to U.S. exporters in
the form of crude sunflower seed and cottonseed oil. Statutory limits to
Government funds to support the programme were US$30 million in 1990 and
US$40 million for 1991. The 1990 Farm Act extended the operation through
fiscal year 1995, with annual funding not to exceed US$50 million.

424. In January 1988, following a petition by the American Soybean
Association, the USTR initiated a Section 301 investigation on EC subsidies
provided to oilseed and related animal feed protein producers and to
oilseed processors. A GATT panel, established at the request of the
United States, found that the EC regulations concerned were inconsistent
with GATT. At the Council meeting of May 1991, the EC stated that the
European Council would take a decision on the reform of the measures
concerned before 31 October 1991.

(vii) Tobacco (Table AV.8)

425. The United States is the world's second largest producer of
unmanufactured tobacco after China, with about 9 por share of world
production in 1989. Production of unmanufactured tobacco increased from
558 thousand metric tons in 1988/89 to an estimated 649 metric tons in
1989/90. Consumption continued to decline gradually to an estimated
541 metric tons in 1989/90 (Table V.16). The United States is currently a
net exporter of both unmanufactured and manufactured tobacco. Exports of
cigarettes, in particular, have grown very rapidly in recent years.

426. U.S. imports of tobacco are small; US$638 million in 1989, mostly of
unmanufactured tobacco. Principal suppliers were Turkey, Brazil and the
EC; developing countries accounted for more than 70 per cent of the total
(Table V.17).

427. No import quotas are in place. However, tariffs on both
unmanufactured and manufactured tobacco are exceptionally high. All tariff
lines except one are subject to specific or compound duties. The simple
average ad valorem equivalents are 46.5 per cent on unmanufactured tobacco,
and 177.2 per cent on manufactured tobacco. Maximum ad valorem equivalents

20GATTdocumentL/6627.
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reach over 500 per cent for certain unmanufactured tobacco, and
1,775 per cent for manufactured tobacco.21

428. Production of unmanufactured tobacco in the United States is
controlled by the Government through national marketing quotas and/or
acreage allotment under the Agricultural Act of 1949. Price support
programmes are also in force.

429. For fiscal year 1990, the U.S. Government spent US$102 million on
programmes for unmanufactured tobacco (outlays), and had receipts (loans
repaid and miscellaneous) of US$410 million. The U.S. Government claims
that the price support programme raised U.S. tobacco prices higher than
they would be otherwise, possibly acting as an import incentive and export
disincentive.

430. Exports of cigarettes grew from 142 billion pieces (US$3.4 billion)
in 1989 to an estimated 165 billion pieces (US$4.8 billion) in 1990. Major
markets for U.S. cigarettes are Belgium, Luxembourg, Japan, Hong Kong,
Saudi Arabia, and the United Arab Emirates (Table V.16).

431. In order to increase its exports of manufactured tobacco products,
the U.S. Government consulted with a number of its trading partners in
recent years, including Japan, the Republic of Korea, and Thailand. Along
with bilateral consultations, Section 301 investigations and/or GATT
dispute settlement procedures were also used. In 1990, a GATT Panel was
established at the U.S. request concerning Thailand's import quotas on
cigarettes. In Norember 1990, the GATT Council adopted the Panel's report
(DS10/R) which found Thailand's measures contrary to GATT.

(viii) Dairy products (Table AV.9)

432. Total U.S. milk production and commercial use of milk are each
estimated to have risen by some 3 per cent in quantity in 1990 over 1989.
The real value of output of manufactured dairy products, however, is
estimated to have remained stable. While U.S. production of cheese
continued to grow, production of butter declined slightly and the level of
production of non-fat dry milk remained at a much lower level than in the
mid-1980s (Table V.18). Consumption of butter, cheese and non-fat dry milk
all grew more rapidly than production. The United States has been a net
exporter of butter and non-fat dry milk, and a net importer of cheese.

21The item of ad valorem equivalent of 1.775 per cent is HS tariff item 24029000 (other
cigarettes) which is subject to import duty of US$2.34/kg plus 5 per cent.
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433. Imports of dairy products - particularly cheese, which is 95 per cent
of the total - account for less than 2 per cent of U.S. imports of
agricultural products. About 50 per cent of such imports were supplied
from EC sources and 12 per cent by New Zealand in 1989. Other major
suppliers were Norway, Finland, Australia, and Switzerland.

434. U.S. producers of dairy products continue to be heavily assisted by
the Government by way of a price support programme for milk, marketing
orders to establish minimum prices of milk, import quotas on a number of
dairy products, and relatively high tariffs. According to OECD data, net
total PSE for milk reached an estimated US$12.6 billion in 1990, accounting
for about one third of total support for U.S. agricultural products subject
to the survey (see Table V.2). Net percentage PSE for milk, an estimated
62 per cent in 1990, was one of the highest for all agricultural products.
There has been no production control.

435. The price of milk has been supported by the Commodity Credit
Corporation (CCC) through purchases from manufacturers of butter, cheese
and non-fat dry milk at announced prices which are calculated to allow
processors to pay farmers the announced support price of milk. The 1990
Farm Act set the support price of milk at no less than US$10.10 per hundred
pounds for the period 1991-95, US$1.00 less than the level for 1988-90.
However, the Omnibus Budget Reconciliation Act of 1990 provides for US$0.05
to US$0.1125 per hundred pounds to be deducted from the price of milk paid
to producers who increase output above that of the previous year.
According to the U.S. Government, an estimated US$505 million (net) was
spent on the dairy price support programme in fiscal 1990.

436. In addition to the dairy price support programme, farm prices for
most milk have been subject to Federal milk marketing orders issued by the
Secretary of Agriculture. The orders establish minimum prices, based upon
supply and demand conditions, at which milk dealers may buy milk from
farmers. The order must be approved by at least two-thirds of the farmers
supplying milk to the marketing area. The 1990 Farm Act required the
Secretary of Agriculture to expedite national hearings on Federal marketing
orders so that changes can be implemented by the end of 1991.

437. "Section 22" import quotas have been placed on milk and cream, butter
and butter substitute, and cheese. In 1989, adjustments of country quotas
were effected because of low utilization rates for several quota cheese

22
categories . In some cases, license holders were able to import the

22For details of annual import quotas and actual imports, and quota adjustments. see
(Footnote Continued)
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cheese only from other sources listed. In other cases, license holders
could import the cheese from all other countries.

438. To remove accumulated dairy surpluses, the United States Government
has used donations to domestic feeding programmes and export sales
programmes. The donations accounted for 71 per cent of surplus removal in
1988/89 and 51 per cent in 1989/90.

439. Export assistance for dairy products has been extended by the 1990
Farm Act until 31 December 1995. Two such programmes exist:

(i) the Dairy Export Incentive Program, formally the Section 153
Dairy Export Incentive Program under the 1985 Food Security
Act. The programme operates on a bid bonus system similar to
EEP. In 1991, bonuses were made available for sales of milk
powder to 73 countries and for butterfat to 61 countries. In
May 1991, the eligibility of the programme was expanded to
include cheese. The amount of Government subsidy under the
programme was about US$8 million in fiscal years 1987 and 1988
combined, zero in 1989, and about US$9 million in fiscal
year 1990.

(ii) the Mandated Export Sales of Dairy Stocks. formally
Section 1163 of the 1985 Food Security Act. The extension does
not alter the minimum amount of CCC-owned dairy stocks for each
year which the CCC is required to export (150 thousand metric
tons), or the terms for composition of exports by butter and
cheese. The CCC exports these stocks at lower prices than the
cost of their acquisition.

440. In its trade dispute over Canada's import restrictions on ice cream

and yogurt, the United States had recourse to a GATT Panel in 1989. The
Panel's report, which found the Canadian measures inconsistent with GATT,
was adopted by the CONTRACTING PARTIES in December 1989. Canada made
known its intention to implement the Panel's recommendations in light of
the outcome of the Uruguay Round. Urging more prompt implementation, the
United States said at the Council meeting of February 1991 that in the not

(Footnoto Continued)
the report of the U.S. Government contained in GATT document L/6633, and the report of the
GATT Working Party, L/6643. See also Table AV.1.

23GATT document L/6568, dated 27 September 1989.
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too distant future it might seek authorization of the Council to withdraw
equivalent concessions as a retaliatory measure.

(ix) Grains (Table AV.10)

441. The United States continues to be the world largest producer and
exporter of both wheat and feed grains (corn, barley, oats, sorghum and
rye), and the world second largest exporter of rice next to Thailand.
U.S. production of wheat and feedgrains in 1990/91 was projected to grow by
more than 50 per cent, compared with 1988/89, and domestic consumption was
also projected to grow. Production and consumption of rice were, however,
projected to remain more or less stable (Table V.19).

442. Imports of wheat, feedgrains and rice have been small: in 1989,
imports of these products were US$381 million or about 1 per cent of total
U.S. agricultural imports. Canada was by far the largest supplier of
grains to the United States, accounting for 59 per cent of total
U.S. imports of grains in 1989. Other principal suppliers included
Thailand, Sweden, Chile, and Finland.

443. No import quotas have been placed on these products. Tariffs on
these products are low, with the simple average tariff rate at
3.5 per cent.

(a) Wheat and feed grains

444. Wheat and feed grains have been covered by the Government's price and
income support programmes and an acreage reduction programme. The
1990 Farm Act extended these programmes through 1995. For fiscal
year 1991, it is estimated that the U.S. Government spent US$2.7 billion
(net) on the wheat programme, and US$2.5 billion (net) for feed grains.

445. Price support rates for these commodities were reduced every year
from 1986 to 1990. The 1990 Farm Act raised the basic price support rate
slightly for 1991-95 wheat and corn crops. Price support rates for other
feed grains will be set at their feed value relation compared to corn.24

446. As regards income support, minimum target prices for wheat and corn
were frozen for 1991-95 at their 1990 level (US$4 per bushel) by the
1990 Farm Act. As in the past, the income support payment (the deficiency

24For details, see notification by the U.S. Government, L/6630/Add.17, dated
29 April 1991.
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payment) for 1991 through 1993 will be calculated as the difference between
the target price and the higher of the five-month weighted average market.
price or the basic loan level.

447. The 1990 Farm Act maintained the authority of the Secretary of
Agriculture to require reductions in the acreage planted to wheat and feed
grains. If an acreage reduction programme is in effect, producers must
participate in the programme as a condition of eligibility for farm
programme benefits. For 1991, a 15 per cent wheat acreage reduction
programme and a 7.5 per cent corn, sorghum and barley acreage reduction
programme are in effect. For 1992, the wheat acreage reduction programme
is 5 per cent.

(b) Rice

448. U.S. production of rice (7 million metric tons in 1989/90) continues
to be almost twice net domestic consumption. Exports of rice decreased
slightly from 2.8 million tons in 1988/89 to a projected 2.4 million tons
in 1990/91. Rice is covered by Government price and income support
programmes and acreage reduction programmes.

449. The 1990 price support rate was the same as in 1989 at US$6.50 per
hundredweight (cwt), lower than US$6.63 in 1988. The 1991 Farm Act set the
price support rate for the 1991-95 crops at no less than the higher of:
(1) 85 per cent of the average market price during the preceding 5 rice
marketing years, excluding the highest and lowest years, or (2) US$6.50 per
cwt.

450. As regards income support, the 1990 Farm Act froze the minimum target
price at the 1990 level (US$10.71) for the 1991-95 crops. The deficiency
payment rate for the 1991-93 crops will be the difference between the
target rate and the higher of either the price support loan rate or the
average market price received by producers in the first 5 months of the
rice marketing year.

451. The programme of marketing certificates has also been extended till
1995, with a view to making United States rice further competitive in world
markets. The Commodity Credit Corporation (CCC) must issue marketing
certificates whenever the world price for each class of rice is below the
loan repayment rate for that class of rice. Producers who receive

25See notification by the United States, L/6630/Add.17.
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marketing certificates can redeem them for cash or CCC-owned agricultural
commodities under specified terms.

452. The 1990 Farm Act also maintained the authority of the Secretary of
Agriculture to require reductions in the acreage planted to rice. Acreage
limitation or paid land diversion programmes may be implemented if total
supplies will be excessive. An acreage reduction cannot be more than
35 per cent, and should be at such a level as to reduce carryover stocks to
between 16.5 and 20 per cent of total rice use (domestic consumption,
export, and residual) in the preceding 3 marketing years.

453. Total Government expenditures on the rice programmes (deficiency
payments, storage, diversion programmes, marketing loans and certificates)
are estimated to have fallen by 18 per cent in 1989 and risen by
23 per cent in 1990. For fiscal year 1991, the amount to be spent is
estimated at slightly above the 1990 level.

454. The United States' Rice Millers Association has continued to press
for gaining access to Japanese rice market, which is virtually closed to
imports. The United States Government continued to deal with the issue in
the context of the agriculture negotiations in the Uruguay Round.

(x) Other agricultural products (Table AV.11)

455. Other categories of agricultural products include cut flowers,
plants, vegetable materials; other agricultural products of animal origin;
and other agricultural products of vegetable origin (Tariff Study Category
28, 33, and 34). The Andean Trade Preference Act (see Chapter II) is
expected to provide trade benefits to the Andean nations, particularly in
respect of imports of cut flowers from them.

(2) Industry

(i) Introduction

456. Reflecting the slower growth of the U.S. economy in 1989 and 1990,
some industrial sectors recorded flat or negative real growth during the
period. For example, according to the U.S. Industrial Outlook 1991, the
real value of output of U.S. industries of motor vehicles and parts,
household consumer durables, electric equipment, steel mill products, wood
products, and construction materials fell in 1990, and is estimated to

decline in 1991. On the other hand, some industries such as machine tools,
computers, industrial machinery and electronic components have grown during
the period.
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457. The fastest growing industries in the United States in 1991 are
estimated to be mostly those related to high-technology or health-related
production, such as semiconductors and medical instruments.

458. United States' exports of manufactures increased by 15 per cent in
1989 and 10 per cent in 1990 (see Chapter I). Imports of manufactures, on
the other hand, grew much more slowly during the period, although overall
trade in manufactures was still in substantial deficit.

459. Non-agricultural products accounted for the largest share of imports
into the United States. According to the GATT Tariff Study file,
U.S. imports of non-agricultural products amounted to US$421 billion in
1989, accounting for 94 per cent of total merchandise imports. Petroleum
accounted for 11 per cent of this total. Other major import items were
transport equipment, machinery, ores and metals (iron and steel etc.),
textiles and clothing, and chemicals. About 80 per cent of U.S. imports of
industrial products (excluding petroleum) were accounted for by finished
manufactures. Top ten major suppliers of industrial products (excluding
petroleum) to the United States were Japan, Canada, the EC, Taiwan, the
Republic of Korea, Mexico, China, Hong Kong, Singapore and Brazil
(Chart V.6).

460. The simple average of effectively applied tariffs on all industrial
products (excluding petroleum) was 6.7 per cent in 1989. Weighted by
1989 imports from m.f.n. sources, the average tariff was 5.1 per cent.
Chart V.7 shows the simple averages of effectively applied duties (as of
1989) by major categories of industrial products.

461. Within these categories, tariff peaks reach over 150 per cent for
certain watches and clocks, 62 per cent for footwear, 42 per cent for
textiles, 38 per cent for certain glass manufactures, and 27 per cent for
medical and pharmaceutical products.

462. Various non-tariff measures have been maintained in a number of
industrial sectors. VRAs and sectoral arrangements in industries such as
steel, machine tools, textiles and clothing, and semiconductors continue,
although some have been modified or newly extended during the last two
years. The new agreement with Japan on semiconductors which was concluded
in July 1991 contained a explicit pledge by the Japanese Government
concerning a 20 per cent target share of foreign products in the Japanese
market.
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Chart V.6
Industrial imports of the United States by
major commodity group and supplier, 1989
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Chart V.7
Effectively applied tariff levels for industrial products
in the United States, 1989
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Note V.1 Economic Effects of Import Restraints

In October 1989, the United States International Trade Commission
published Phase I of an investigation made into the economic effects of
significant U.S. import restraints in the manufacturing sector, in response
to a request from the Committee on Finance of the Senate. The ITC's
investigation covered items of high tariffs, as well as products affected
by non-tariff measures in the fields of steel, specialty steel, machine
tools, automobiles, textiles and clothing.

According to the ITC's report, if the United States were unilaterally to
eliminate tariffs on cyclic organic crudes and intermediates, for example,
the short-run gains to consumers through lowered prices of imports and
competing domestic goods could amount to US$685 million on the basis of
1988 imports. The gains could be about US$600 million in the case of
footwear. Other substantial consumer gains could be expected from the
removal of tariffs on luggage, glassware, handbags and others (Table V.20).
Taking into account producers' loss of profits and lost tariff revenue to
the Government, the 'traditional" net welfare gain of the elimination of
tariffs was estimated to be much smaller than the consumer gain, but
positive in most cases, according to the ITC report.

The ITC also estimated that if the United States were unilaterally to
eliminate MFA agreements and tariffs on textiles and clothing, consumers
would gain about US$11 billion on the basis of 1987 imports; and the gains
from the removal of tariffs and VRAs or quotas would be US$821 million for
steel, US$48 million for machine tools, and US$34 million for specialty
steel, all on the basis of 1988 imports. As in the case of removing
tariffs, the traditional net welfare gain was estimated to be much smaller
than the consumer gain, but positive in all these cases (Table V.21).

Quota rents captured by foreign exporters out of the KFA agreements and the
VRAs were estimated by the ITC to be substantial. The quota rents which
would be lost to exporters, on a basis of 1987 trade, were estimated to be
about US$300 to US$330 million in the case of VRA import quotas on carbon-

26The ITC report also included estimates of adjusted net welfare gain, making
adjustments for the workier income loss, for the response of exchange rates to the tariff
elimination, and for the effects of domestic taxes. The net welfare gain thus calculated was
always negative in all cases. However, the ITC considered that the estimates were somewhat
unreliable.

27The quota rents are defined as the excess profits accruing to the owners of the quota
rights resulting from the artificial scarcity caused by the quotas.
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and specialty steel, about US$30 to US$33 million in the case of VRA quotas
on machine tools, and about US$5 billion in the case of MFA quotas on
textiles and clothing.

Although the ITC report did not contain estimates of quota rents in the
case of Japanese restraint of automobile export to the United Stater,
another study estimated that the quota rents derived from the export
restraint was US$6.2 billion 1984 in income transferred to Japanese
exporters (part of this transfer may have been captured by U.S. importers
and dealers).28

28David 6. Tarr, A General Equilibriuz Analysis of the Welfare and Employ nt effects
of US Quotas In Textfles. Autos and Steel, Bureau of Economics Staff Regort of the Federal
Trade commission, 1989
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463. U.S. trade laws, particularly Section 301 provisions, were used to
deal with a number of trade disputes involving U.S. exports of industrial
products. Recent examples include import restrictions on cigarettes by the
Republic of Korea and Thailand, Japan's government procurement practices of
satellites and supercomputers, Japan's policies affecting imports of forest
products, and Norway's government procurement practices on highway toll
equipment. Many of these disputes were brought before the consultations
and dispute settlement procedures of GATT and Tokyo Round Codes (see
Chapter VI).

(ii) Transport equipment (Table AV.12)

464. Imports of transport equipment, including automotive products,
aircraft and ships, amounted to about US$80 billion in 1989, accounting for
about 18 per cent of total U.S. merchandise imports. Automotive products
accounted for more than 90 per cent of the imports of transport equipment.
Japan was the leading supplier, accounting for 39 per cent of total imports
in 1989, followed by Canada (35 per cent) and the EC (15 per cent).

(a) Automotive products

465. The motor vehicles and --.ts industry remains a major sector in the
United States, with about US$240 billion of production in 1990 (about
4.5 per cent of GDP) and over 840,000 employees in the United States.
While production of motor vehicles and car bodies declined by 2.7 per cent
in 1990, imports increased by more than 11 per cent (Table V.22).

466. The United States continued to register substantial trade deficits in
both motor vehicles and their parts, despite a rapid increase in exports of
motor vehicles. In 1990, the trade deficit amounted to an estimated
US$50 billion for motor vehicles and car bodies, and US$4.6 billion for
parts and accessories (Chart V.8).

467. Sales of passenger cars in the United States declined by 6.7 per cent

in 1989 and by 4.5 per cent in 1990 to 9.5 million units, after more than 4

years of continued growth. Total imports accounted for about 30 per cent

of total sales in 1990, and 73 per cent of imports were Japanese-made cars,
including shipments to U.S. firms with American nameplates (Table V.23).
In early 1991, sales of passenger cars were projected to decline further
before they would pick up towards year end.
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Chart V.8
Imports and exports of motor vehicles and car
bodies, and automotive parts and accessories, 1987-91
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Source: U.S. Department of Commerce, U.S. Industrial Outlook, 1991.
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produced in the United States totalled 1.2 million units in 1990, up
20 per cent from 1989.29

469. Japan's voluntary export restraint (VER) of passenger cars to the
United States, first introduced in 1981, still continues, with a current
export ceiling of 2.3 million units plus about 120,000 vans. Actual units
imported from Japan have been running several hundred thousand units below
the restrained ceiling for some years. In January 1991, the Japanese
authorities declared that the VER would be maintained until 31 March 1992
with a view to confirming the declining trend of Japanese exports of
passenger cars to the United States. Japan also indicated that if an
agreement is reached in the Uruguay Round that could affect the VER, Japan
would comply with such an agreement.

(b) Ships

470. In 1990, there were 16 Active Shipbuilding Base (ASB) shipyards in
the United States.31 These shipyards employed about three-quarters of the
private shipbuilding and ship repair industry's work force of about
124,000. In addition to the private industry, nine Government-owned
shipyards are engaged in the overhaul and repair of Navy and Coast Guard
ships. The total value of shipbuilding and repair work completed by
U.S. shipyards in 1990 was about US$10 billion, up about 6 per cent from
1989. U.S. trade in this industry has been in surplus, but total trade has
been relatively small (Table V.24).

471. The United States accounted for only one-fifth of 1 per cent of the
world gross tonnage of merchant ships on order in mid-1990. U.S. builders
rely heavily on military and domestic ship procurement reserved under
Federal law. The Merchant Marine Act of 1920 (known as the Jones Act)
requires that all goods transported by water between U.S. ports be carried
in U.S.-flag ships that have been constructed in the United States, are
owned by U.S. citizens (with at least 75 per cent ownership control), and
are crewed by U.S. citizens. The use of certain categories of foreign

U.S. Department of Comerce, U.S. Industrial Outlook 199I.

30In the Uruguay Round negotiations on safeguards, an agreement has been sought, with
respect to VERs and similar trade-restrictive measures, to bring them into conformity with
the GATT provisions or phase the out in accordance with certain agreed procedures.
Agreement on the issue has not yet been achieved.

31The ASS is defined as privately owned shipyards that are open, engaged in, or
actively seeking, construction contracts for naval and commercial ships over 1,000 gross
tons.
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vessels is also restricted with respect to fishing in the 200 mile
exclusive economic zone and certain special work like dredging and
salvaging.

472. The Federal Government is the largest customer currently of the
shipbuilding industry by way of defense-related purchases and repair of
ships and tne procurement of goods and services from a large number of
shipyards and related industries. Total appropriated Federal budgets for
Navy shipbuilding, repair and modernization for fiscal 1990 amounted to
about US$16 billion, 21 per cent up from 1989. A 50 per cent ad valorem
tax is levied on non-emergency repairs abroad.

473. The United States is a participant in the OECD Arrangement on
Guidelines for Officially Supported Export Credits, the so-called
"Consensus", which contains a sectoral understanding on export credits for
ships. The understanding for ships contains specific provisions for the
maximum duration of credits (8.5 years from delivery), minimum payments
(20 per cent of the contract price by delivery), and minimum interest rates
(8 per cent).

474. In June 1989, the Shipbuilders Council of America (SCA) filed a
Section 301 petition with the USTR for investigation of subsidies and other
measures of assistance granted by a number of foreign governments. In July
1989, the petition was withheld when the Government of the United States
sought a multilateral agreement with OECD members and other countries to
eliminate subsidies or other administrative acts to the shipbuilding
industry. Negotiations are currently under way in the OECD for a draft
text containing the principles of the agreement (including dispute
settlement procedures independent of GATT procedures) and several annexes
which list the practices considered to be obstacles to normal competition,
the phase out schedule for such practices and an unfair pricing remedy
procedure.32

(c) Aircraft and equipment

475. The value of production by the U.S. aerospace (aircraft and aircraft
equipment) industry is estimated to have reached about US$113 billion in

32A draft agreement on competition conditions to the shipbuilding and repair industry
has been discussed at a Working Party on Shipbuilding of the OECD. Issues discussed include
treatment of export credits, direct and indirect official support, home credit schemes. R&D,
dispute settlement, customs treatment and a calendar for phasing out government assistance.
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1990, up 18 per cent from 1989, after a drop of about 7 per cent in 1989
(Table V.25). Total employment is estimated at about 814,000. In 1989,
civil aircraft represented 74 per cent of the total outstanding order. In
recent years, demand has greatly shifted from the military to the civil
aircraft sector, due to declining defence budgets in the United Statee and
other countries.

476. The United States continues to enjoy a large trade surplus in the
aerospace sector. Exports of aircraft are estimated to have increased by
42 per cent in 1990 to about US$20.4 billion, while imports remained at
about US$2.8 billion. Together with a trade surplus of about US$10 billion
in aircraft equipment, total surpluses in the aerospace sector reached an
estimated US$28 billion in 1990. The surplus is forecast to further grow
to about US$32 billion in 1991. The major export markets are the United
Kingdom, Germany, France, Japan and Canada, while major exporters to the
United States are France, the United K-ingdom and Canada.

477. Total expenditures for research and development (R&D) in the
U.S. aerospace sector reached US$25 billion in 1988, according to the
estimates of the National Science Foundation. The United States Government
funds a substantial share of the R&D expenditures to encourage basic
research, generic product development, and improvements in flight safety
(see Chapter IV).

478. The United States is a participant in the GATT Civil Aircraft Code
and in the OECD Arrangement c' Guidelines for Officially Supported Export
Credits, the so-called 'Consensus', which contains a sectoral understanding
on export credits for civil aircraft. The understanding contains
provisions as regards minimum interest rates and other credit terms and
conditions.

479. The issue between the United States and the EC over the Airbus
program remains unresolved. The Airbus programme is a civil aircraft
consortium amongfour companies, each from France, Germany, Spain and the
United ,ingdom. The United States has called for more transparency and
for strict limits on the terms and conditions of government support in
order to eliminate subsidies.

480. A particularly thorny issue is the so-called 'dollar clause' of
Germany which allows for the partial compensation of losses due to exchange
rate changes between the dollar and the deutschmark. The clause is part of

33For details of the support schemes of the four EC member States for the Airbus
programme, see GAIT (1991) Trade Policy Review - European Counities. 1991.
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an agreement between the German Government and Daimler-Benz which has a
80 per cent share in Deutsche Airbus. Accordingly, Daimler-Benz is
protected against certain exchange rate related risks up to the year 2000.
The -risk-sharing formulae negotiated in this context vary between different
Airbus Programs, and from 1996, private sharing in the exchange rate risk
will progressively increase.

481. Regarding the German exchange risk guarantee programme, the
United States Government requested the establishment of a Panel under the
CATT Subsidies Code. In March 1991, the Panel was established by the
Committee on Subsidies and Countervailing Measures in accordance with
Article 18:1 of the Subsidies Code.34

482. Another issue with the EC concerns subsidies of the EC and/or
individual member States - in particular, France, Germany, Spain and the
United Kingdom - in support of the participation of their respective member
companies in the Airbus consortium. In August 1991, the United States
requested the Subsidies Committee to undertake conciliation under
Article 17 of the Subsidies Code. A meeting of the Committee on
26 September 1991 for this purpose failed to resolve differences between
the EC and the United States.

(iii) Machinery (Table AV.13)

483. Imports of electric and non-electric machinery amounted to more than
US$110 billion in 1989, accounting for about a quarter of total
U.S. imports of industrial products. The simple tariff averages for these
products are lower than averages for all industrial products. However,
imports of machine tools from Japan and Taiwan remain subject to VRAs, and
trade in semiconductors with Japan is currently governed by a new bilateral
agreement concluded in July 1991.

(a) Machine tools

484. The voluntary restraint agreements (VRAs) which the United States
concluded with Japan and Taiwan in December 1986 remain in force until
31 December 1991. The United States also requested in December 1986 nine
other countries to limit their shares in U.S. machine tool market to

34The EC took a view that the Civil Aircraft Committee under the Agreement on Trade in
Civil Aircraft t.ds a more appropriate forum to deal with the matter. At the decision by the
Subsidies Committee. the EC made a declaration thatt it reserved all its rights and positions
in respect of the outcome of the Panel.
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specific amounts or to 1986 levels. These measures were taken in
addition to the President's Domestic Action Plan for the U.S. machine tool
industry, announced in 1986 in connection with a petition under Section 232
of the Trade Expansion Act of 1962 (national security).

485. In July 1990, the U.S. General Accounting Office (GAO), in a report
on the implementation of the plan, found that the domestic industry's share
in all of the restrained machine tool markets had improved. Table V.26 and
Chart V.9 show that the share of domestic industries in five of the six
individual markets increased by 4 to 19 percentage points from 1986 to
1988. During the period, the overall combined share of domestic industries
in all six restricted markets increased by 6 percentage points, worth about
US$130 million.

486. However, the shares of domestic industries in 1988 were above the
intended levels in the President's plan for only two of the six restricted
markets (NC lathes and non-NC punching and shearing machines). GAO
attributed the shortfall to the lack of full compliance by Japan and Taiwan
with the VRAs and increased exports to the United States from all other
countries, including those which were requested to limit them.

487. Chart V.10 shows that substantial portions of market shares vacated
by Japan and Taiwan were captured by other countries rather than by
U.S. industries. GAO found that most of the nine countries which had been
asked to limit their market shares in the United States did not do so, and
some of these countries acquired substantial portions of the market shares
vacated by Japan and Taiwan (Table V.27). Furthermore, two countries
(China and Austria) which had not been requested to restrain their exports
increased their shares substantially in the non-numerically controlled
lathes market.

35According to a report by the U.S. General Accounting Office, the United States
requested the then Federal Republic of Germany (five types) and Switzerland (one type) to
limit their machine tool market shares in the United States to specific amounts and
discouragedd' seven other countries (Brazil, Italy, the Republic of Korea, Singapore, Spain,
Sweden and the United Kingdom) from increasing their shares of the United States markets for
the six types of machine tools noted in the VRAs.
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Chart V.9
Market shares of domestic machine tool
industries in the United States, 1986-88
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Source: United States General Accounting Office, International Trade:
Revitalizing the U.S. Machine Tool Industry, July 1990.
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Chart V.10
Percentage point changes in domestic market
shares of machine tools, 1986-88
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488. According to U.S. International Trade Commission estimates, the VRAs
with Japan and Taiwan reduced imports of machine tools subject to the
agreements by US$126 million in 1987 and US$20 million in 1988. Estimated
increases in import prices caused by the quota were about 5 per cent in
1987 and about 1 per cent in 1988. Quota rent losses to exporters amounted
to about US$30 to US$33 million in 1987 and US$5 to US$5.5 million in
1988.36

489. The President's Domestic Action Plan also involved a variety of
long-term activities to be undertaken primarily by the Departments of
Defense and Commerce. The Department of Defense has funded research and
development projects of the machine tool industry, and provided the
industry with updated information on machine tool and manufacturing
technology and its needs for machine tools. Defence spending for machine
tools has accounted for 5 to 8 per cent of industry orders.

490. Government funding of the National Centre for Manufacturing Sciences
(NCMS) for research and development in manufacturing technologies
(particularly aimed at modernizing the machine tool industry) was increased
from US$5 million in 1989 to US$7.9 million in 1990, and to a budgeted
US$32.9 million in 1991. Funding was made in the form of a grant from the
Department of Defense. With the increased DOD funding, total R&D
expenditures of the Centre increased substantially from US$4.2 million in
1989 to US$60 million in 1991.

3

491. The Department of Commerce also introduced a number of measures to
encourage exports of domestic products, including machine tools, such as
the streamlining of the process of export licenses and the issuance of an
export trading certificate to the Association for Manufacturing Technology.
This allows the association to develop joint export ventures without
violating U.S. antitrust laws.

492. Growth in U.S. exports of machine tools (SIC 3541 and 3542) averaged
20 per cent during the three years 1987 to 1990. The leading export

36See USITC, The Economic Effects of Significant U.S. Import Restraints, Phase I:
Manufacturing USITC Publication 2222, Octiber 1989.

37The NCMS. with over 140 participants, is the largest U.S. research and development
consortium. Individual projects already under way include work on development of next
generation machine tools, and a family of next generation machine tool computer numerical
controls. All PCHS research is performed in university and industry facilities.
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markets were Canada, Mexico, the United Kingdom, the Republic of Korea, and
Germany. During 1990, the most rapidly growing expert markets were the
Soviet Union, Malaysia, Canada, Belgium and India.

(b) Semiconductors

493. The value of United States production of semi-conductors and related
devices grew by about 13 per cent and 11 per cent in 1988 and 1989
respectively. However, the value of production is estimated to have
declined by about 2 per cent in 1990 to the level of US$22 billion.
Production is forecast to grow by 8 per cent in 1991 due to an expected
rapid increase in exports (Table V.28). The industry is characterized by
growing offshore production: for example, several U.S. semiconductor
companies received more than 40 per cent of their revenue from outside the
United States in 1990.

494. The United States has shown substantial deficits in trade in
semiconductors in recent years. However, as Chart V.11 shows, its exports
of semiconductors grew very rapidly in the latter half of the 1980s from
US$1.2 billion in 1986 to US$9 billion in 1990. The beginning of this
rapid growth corresponds with the conclusion of an agreement on

semiconductor trade with Japan. In 1990, major markets for U.S. exports
were Canada, Malaysia, Singapore, Japan, and the Republic of Korea.

495. U.S. imports of semiconductors increased from US$4.5 billion in 1986
to US$10.9 billion in 1989, but in 1990 fell slightly to US$10.7 billion
(Chart V.11). Major suppliers in 1990 were Japan, the Republic of Korea,
Malaysia, Singapore, and Canada.

38The data is taken from the Department of Commerce's U.S. Industrial Outlook 1991.
where the Standard Industrial Classification (SIC) is used for products classification. The
classification number for semiconductors and related devices is SIC 3674.

39The data for exports and imports of semiconductors is taken from the U.N. Foreign
Trade Data Bank. For semiconductors, the product classification Code 7764 of SITC Rev.2 is
used. The data may not correspond strictly to that of SIC.
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Chart V.11
Trade in semiconductors in the
United States, 1985-90

USS Millions (total imports)

1985 1988 1987 1988

Imports

(major suppliers) Thousands
- 3600

- 3000

2400

1800

-1200

600
1989 1990

condlmp/23.5.91/ag

USS Millions (total *xporta) (maJor markets) Thousands

1985 1986 1987 1988

Exports

1500

1200

0

19189 1990

condex p123.5 .91/ag

Note: SITC (Rev. 21 Code 7764 is used for the product category.

Source: UNSO Comtrade data base.

12

10

8

6

4

2

0

10

8

B

4

2

0



C/RM/S/23A
Page 148

496. The original arrangement on trade in semiconductors concluded between
the United States and Japan in 1986 expired at the end of July 1991. After
intensive consultations in early 1991, the two countries concluded a new
arrangement on semiconductors which entered into effect on 1 August 1991,
to last for five years, with the option to terminate after three years by
mutual agreement. The new arrangement covers market access opportunities
in Japan for foreign semiconductor companies and measures concerning
injurious dumping.

497. As regards market access opportunities in Japan, the arrangement
provides that in order to increase access for United States and other
foreign semiconductors into the Japanese market, both Governments would
encourage their industries to maximize market access opportunities in Japan
and to expand and improve long-term relationships between Japanese users
and foreign producers. The arrangement stipulates that "The Government of
Japan recognizes that the U.S. semiconductor industry expects that the
foreign market share will grow to more than 20 per cent of the Japanese
market by the end of 1992 and considers that this can be realized. The
Government of Japan welcomes the realization of this expectation.' The
arrangement adds that "The two Governments agree that the above statements
constitute neither a guarantee, a ceiling nor a floor on the foreign market
share.' The U.S. Administration stressed that in assessing the
implementation of the arrangement's market access provisions, particular
attention would be given to market share.

498. Under the new arrangement, the Government of Japan, in order to avoid
"injurious" dumping by Japanese companies, would ensure that_ Japanese
semiconductor exporters collect and maintain company and product-specific
cost, home market price, and U.S. export price data on the products
exported from Japan to the United States. If an anti-dumping action is
initiated by the United States on these products, the Government of Japan
would encourage the affected Japanese exporters to provide the
United States with data within 14 days after a questionnaire is presented.
The two Governments also pledged to cooperate in the event of GATT
antidumping proceedings initiated by a third country.

499. Compared with the previous arrangement, significant changes in the
new arrangement include, first, the provision relating to the foreign
market share of 20 per cent in Japan. While in the previous arrangement
t', existence of such an understanding between the two countries was a
subject of controversy, the new arrangement explicitly referred to a target
foreign market share of 20 per cent, although the arrangement made it clear
that the target share was not a guaranteed market share. In this respect,
the U.S. Administration's view was that it would carefully examine progress
on it and would pursue corrective steps if the agreement was not being
properly implemented.
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500. As regards measures to avoid injurious dumping, the new arrangement
ended the direct role of the Government of Japan in collecting data for
monitoring dumping both in the United States and the third-country markets,
and the responsibility of the Government of the United States in
establishing the foreign market values. Thus, direct government
involvement in the setting of semiconductor prices was terminated.

501. In conjunction with the previous arrangement, two dumping cases
against Japanese producers of EPROM semiconductors and 256K and above DRAM
semiconductors had been suspended since 1986 after suspension agreements
had been concluded between the United States Department of Commerce and
Japanese producers, separately from the governmental arrangement. After
the conclusion of the new arrangement, the U.S. Administration announced
that the suspension agreement on 256K and above DRAMs would be terminated
and the suspension agreement on EPROMs would be revised and extended.

502. As a result of the conclusion of the new arrangement, the
United States decided to suspend, effective upon entry into force of the
new arrangement, the Section 301 sanctions introduced in April 1987 on the
ground that Japan had failed to comply with the previous arrangement's
market access provisions. The sanctions consisted of 100 per cent tariffs
on Japanese laptop and high-performance desktop computers and
electro-pneumatic hammers

503. SEMATECH (S-miconductor Manufacturing Technology), a consortium of
14 U.S. semiconductor makers created in 1987, aims at increasing research
on semiconductor manufacture. SEMATECH's strategic plan calls for
high-yield, factory-scale application of 0.35-micron production technology
in its own fabricating facility by 1993. It is estimated that the
consortium is six to twelve months ahead of leading foreign chipmakers, and
three years ahead of most U.S. firms not belonging to the consortium.
While SEMATECH's objectives are chiefly commercial, the consortium is also
expected to raise U.S. military strength by contributing to a strong
electronics industry.

504. SEHATECH has been financially supported by the Department of Defense.
Budgets are projected at about US$200 million a year for the period 1989 to
1993, half to be provided by the member companies and half by Federal,
State and local governments. SEMATECH received about US$100 million in
each fiscal year of 1988 to 1990 from the Department of Defense.

(iv) Coal, natural gas and petroleum (Table AV.14)

505. The United States is the world's leading importer of fuels (coal,
petroleum and petroleum products, and gas). Imports of crude petroleum and
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refined petroleum amounted to US$46 billion, and imports of coal and
natural gas US$3 billion, in 1989. Together, they accounted for about
12 per cent of total U.S. merchandise imports. United States' exports of
fuels, on the other hand, totalled about US$10 billion in 1989.

506. U.S. tariffs on coal and natural gas are free, and 0.5 per cent
(simple average) on crude petroleum. Tariffs on products derived from
coal, petroleum or gas are also very low (2.2 per cent). Few restrictions
are in place with respect to these imports, but exports of crude oil remain
restricted for reasons of short supply.

507. Domestic production of crude oil continued to decline from
8.14 million barrels per day (mbd) in 1988 to 7.61 mbd in 1989 and to an
estimated 7.23 mbd in 1990 (Table V.29). According to forecasts by the
U.S. Department of Energy, domestic crude oii production will continue to
decline at an annual rate of 1.8 per cent up to 2010 even high prices for
oil are assumed. Net imports in 1990 reached an estimated 7.28 mbd, a
little over the level of domestic production of crude oil. Major exporters
of crude oil to the United States in 1989 were Saudi Arabia, Venezuela,
Nigeria, Canada and Mexico.

508. The embargo on imports of crude oil originating in Libya, imposed in
1982, and its extension to refined petroleum products imposed in 1985
continue to be in force. The embargo was based on national security
considerations under Section 232 of the Trade Expansion Act of 1962, as
amended.

509. The 'Superfund' tax, introduced in 1986 to finance a programme to
clean up hazardous waste sites, was amended in December 1989 in compliance
with recommendations by a GATT Panel. Uniform taxes of 9.7 cents per
barrel on imported and domestic petroleum products are now applied.

(v) Minerals and metals (Table AV.15)

510. United States' imports of mineral products and fertilizers, precious
stones and metals. ores and metals amounted to about US$48 billion in 1989,

40 U.S. Department of Energy, Energy Information Administration, Annual Energy Outlook
1991, with Projections to 2010, March 1991.

4GATT. BISD 34S/136.
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accounting for about 11 per cent cc total U.S. merchandise imports. Iron
and steel, non-ferrous metals, metal manufactures, precious stones and
pearls accounted for a large part of the imports.

511. Major suppliers of mineral products and fertilizers, and ores and
metals to the United States are the EC, Canada, Japan, Taiwan, and Mexico.
Major suppliers ot precious stones and precious metals are the EC, Israel,
India, South Africa, Hong Kong, Canada, and Mexico. About 55 per cent of
U.S. imports of minerals and metals originated from m.f.n. sources, one
quarter from Canada and Israel under their free-trade agreements with the
United States, and the rest from GSP beneficiary countries.

512. Simple average tariffs on these products are mostly less than
6 per cent, lower than the average rate for all industrial products, except
for some products such as glass and glassware, articles of precious stones
and precious metals, and cutlery.

(a) Iron and steel

513. U.S. production of crude steel declined from 100 million tons in 1988
to 99 million tons in 1990, and is forecast to decline further to
87 million tons in 1991, largely due to weakened demand in the automobile

42
industry and construction sectors (Table V.31). Consumption of steel in
the United States increased by about 1 per cent in 1989, but fell slightly
in 1990 and is estimated to fall further by some 3 per cent in 1991.
Capacity utilization in the U.S. steel industry declined from 89 per cent
in 1988 to 85 per cent in 1990, and is forecast to decline to 75 per cent
in 1991. Total employment in the industry declined from 279,000 in 1988 to
271,000 in 1990.

514. Imports into the United States declined considerably from 21 million
tons in 1968 to about 17 million tons both in 1989 and 1990. On the other
hand, the volume of U.S. steel exports increased by more than 120 per cent
in 1989 to the level of 4.6 million tons, although in 1990 exports declined
slightly to 4.3 million tons (Chart V.12). As the Chart shows, according
to the ITC data, import penetration declined from 20.4 per cent in 1988 to

42Data in this report is based on U.S. International Trade Comission's report.
Steel Industry: Annual ReDort on Competitive Conditions in the Steel Industry and Industry
Efforts to Adjust and Modernize. See also OECD (1990), The Steel Market in 1990 and the
Outlook for 1991, Paris.
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17.9 per cent in 1989 and 17.5 per cent in 1990, and is forecast to
increase about 2 percentage points in 1991.

Chart V.12
Trade of steel and import penetration in the
United States, 1984-91
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515. Pursuant to the announcement by the President in July 1989 that
voluntary restraint agreements on steel would be extended for a

transitional period until 31 March 1992, VRAs with the EC and 16 other
countries were completed by December 1990. South Africa was the only
country with which the United States did not renew the VRA. Product
coverage was expanded to include specialty steel, which had previously been
subject to global import quotas imposed as safeguard measures under GATT
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516. Under the VRAs, foreign Governments issue to their industries export
certificates, which in turn must be presented to the United States Customs
as a condition of entry. The U.S. Department of Commerce monitors
compliance on the basis of these export certificates. Some of the VRAs set
fixed-tonnage limits, while others limit exports to a certain share of the
U.S. market. With respect to the latter, the Department of Commerce uses
forecasts of apparent consumption to establish export ceilings, and after
the termination of a period adjustments for over- or under-shipping may be
carried forward to the subsequent period.

517. The share of imports from VRA countries within total imports of steel
products, which had fallen from 81.4 per cent in 1985 to 69.3 per cent in
1988, increased to 72 per cent in 1989. The largest VRA exporter to the
United States in 1989 was the EC, followed by Japan, the Republic of Korea
and Brazil. These four trading partners accounted for about 64 per cent of
the volume of total U.S. imports of steel products in 1989 (Chart V.13).
The largest non-VRA exporter was Canada, which accounted for about
69 per cent of the volume of U.S. steel imports from ncn-VRA countries and
19 per cent of total U.S. imports.
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Chart V.13
Imports of steel mill products and certain fabricated
steel products by the United States, 1989
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Source: U.S. International Trade Commission, Mcnthly Report on the Status of the
Steel Industry, November 1990.

518. Since July 1989, the United States has also been committed to the
negotiation, through the Uruguay Round and complementary bilateral
agreements, of an "international consensus" to provide effective
disciplines over government aid and intervention in the steel sector and to
lower barriers to global trade in steel. The latest round of
negotiations is expected to be held in December L991, addressing remaining
issues such as subsidies and national unfair trade laws. According to the
U.S. Administration, should the VRAs expire prior to conclusion of the

43A draft proposal for a multilateral agreement on steel trade submitted by the
United States in November 1990 to the Group of Negotiations on Goods of the Uruguay Round
included provisions for prohibition of subsidies, officially supported export credits, bound
and duty-free treatment for imports of steel products, non-tariff barriers, and dispute
settlement procedures.
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consensus, the VRAs will not be renewed as the President has clearly
stated, but the domestic industry will continue to have full recourse to
domestic laws regarding unfair trade.

519. Anti-dumping measures remain in effect on steel imports from a number
of countries including Canada, Sweden and Turkey, which are not VRA
participants. Sweden has complained under the Anti-Dumping Code about
U.S. anti-dumping actions on imports of seamless stainless steel hollow
products and stainless steel plate imports (for details see Chapter IV).

(b) Non-ferrous metals and minerals

520. Most of the United States' non-ferrous industry (aluminium, copper,
lead, nickel, titanium, zinc etc.) increased its production both in 1989
and 1990. Price movements were mixed in the two years.

521. Due to environmental concerns with respect to the use of certain
metals, a number of bills were introduced in Congress in 1990, such as a
bill to restrict the use of lead for paint, plumbing fittings, pesticides
and toys etc., and a bill to mandate the reduction of sulphur dioxide
emissions for the production of aluminium.

522. Under the Atomic Energy Act, if uranium imports to the United States
exceed 37.5 per cent of domestic consumption for two consecutive years, the
Secretary of Energy is required to ask the Secretary of Commerce for an
investigation under Section 232 of the Trade Expansion Act of 1962 to
determine the effects of imports on national security. Such a condition
was filled in 1988, and a Section 232 investigation was requested. Most
imports came from Canada. In September 1989, the Secretary of Commerce
completed the investigation and reported to the President that imports of
uranium were not a national security threat. The President accepted the
recommendation in October 1989.

523. With respect to exports of amorphous metal to Japan, a Section 301
petition was filed by a U.S. firm with the USTR in March 1990, and
subsequently a governmental bilateral agreement was concluded in
September 1990 (for details, see Chapter IV, section on measures
implemented by importing countries).

44U.S. Department of Commerce, "The Effects of Imports of Uranium on the National
Security, September 1989.
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(vi) Textiles and clothing (Table AV.16)

524. In 1989, U.S. textiles and clothing industries registered
considerable expansion. The value of production by the textile mill
products industry is estimated to have grown by about 7 per cent, and the
value of production by the clothing industry by about 2 per cent.
Employment in both industries declined only slightly. In 1990, however,
reflecting weakened demand resulting from slowdown in the U.S. economy,
production and employment in both industries declined (Table V.33).

525. U.S. trade in both textiles and clothing continued to show
substantial deficits, despite rapid growth in exports of both products in
recent years (Chart V.14).
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Chart V.14
Evolution of United States trade in
textiles and clothing, 1978-90
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526. In 1990, about 90 per cent of textiles imports and about 85 per cent
of clothing imports of the United States came from MFA members. Compared
to 1978, the share of non-members grew for textile imports, but declined
for clothing imports.

527. In 1990, major suppliers of textiles to the United States among MFA
members were the EC (26 per cent share), China (11 per cent), Japan
(9 per cent), the Republic of Korea (8 per cent), Canada (6 per cent),
Mexico (5 per cent), India, Pakistan and Hong Kong: imports from China,
Canada, Mexico and Pakistan grew rapidly in recent years, while imports
from Japan continued to decline from 1986.

528. Major suppliers of clothing to the United States among MFA members
were Hong Kong (17 per cent share in 1990), China (14 per cent), the
Republic of Korea (10 per cent), the EC (7 per cent) and the Philippines
(4 per cent): in recent years imports from China and the Philippines grew
rapidly, while imports from Hong Kong, the Republic of Korea and the EC
were more or less constant.

529. Taiwan has been a major non-MFA source of imports of both textiles
and clothing. Taiwan's share in total U.S. imports in 1989 was 7 per cent
for textiles, and 10 per cent for clothing.

530. As of April 1991, the United States had bilateral textile agreements
with 38 trading partners, out of which 28 were Article 4 agreements under
the MFA Protocol of Extension introduced on 1 August 1986 (Table V.34).
According to the U.S. International Trade Commission, imports of textiles
and clothing covered by "some form of" restraint accounted for 59 per cent
of total U.S. imports of textiles and clothing in 1990 (see Chapter IV,
section on measures implemented in exporting countries). The major
unrestrained sources of U.S. imports were EC member countries.

531. "Section 22' quantitative import restrictions continue to be applied
to upland cotton, certain staple lengths of cotton, cotton wastes and
cotton products. The United States also maintains cotton price support,
production adjustment, and related surplus disposal programmes.

532. An import quota on cotton comber waste, which is used for the
production of paper, medical supplies etc., has been suspended since
November 1990, following a report by the ITC. This report found that the
quota, imposed in the 1930s reflecting conditions existing at the time, had
become outdated and unnecessarily restrictive. The country-specific
allocations of the quota had been calculated from import statistics
reflecting patterns of trade prior to 1939. In its outdated form, the ITC
said, the quota effectively became an embargo against imports of cotton
comber waste, not only because the quota specified countries that were no
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longer net exporters of the product but also because it allotted such small
quantities to specific countries. Recommendations of Commissioners of the
ITC were divided whether the quota should be globalized or suspended.

533. United States' tariffs on textiles and clothing, with simple average
of 12.5 per cent, are considerably higher than the average for industrial
products. Weighted by 1989 imports from m.f.n. sources, the average
weighted tariff was 16.9 per cent. Tariffs are particularly high for wool
fabrics (simple average 28.1 per cent, and maximum 42.4 per cent), and
synthetic and artificial fibre fabrics (19.2 per cent and 42.4 per cent).
Duty-free items account for 2 per cent of total tariff lines in textiles
and clothing. About half of all textile and clothing items are subject to
tariffs over 10 per cent (see Chart V.15). GSP coverage does not apply to
textiles and clothing articles, which are also excluded from Caribbean
Basin preferences.
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Chart V.15
Tariff ranges for textiles and clothing and
MFN imports of these products by tariff ranges,
United States 1989
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Duty free 0.1 to 10% 10.1 to 20% 20.1% to 25% over 25%

Note: M.f.n. imports in this Chart imply imports of m.f.n. tariff ranges of
textiles and clothing from mf.n. sources, rather than actual imports at
m.f.n. tariff rates.

Source: GATT Tariff Study.

534. Special tariff provisions are applied to articles assembled abroad
wholly or partly from U.S.-made components, under HS item 9802.00.80.,4
Duties are levied only on the local value added. For clothing, fabricated
components must be cut to shape or pattern in the United States. Value
added duties apply to imports covered by the Special Access Program under
the Caribbean Basin Initiative (CBI) and the Special Regime Program under
the U.S.-Mexico bilateral textile agreement.

45This was formerly the 0807' item under the previous U.S. Tariff. See also
Chapter IV.
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535. The Special Access Frogram covers clothing and made-up textile
products. The goals of the progranie are to increase sales of U.S. fabric,
expand investment in the Caribbean and increase employment in both the
United States and the Caribbean. The programme makes available a
"two-tier" quota system for participating Caribbean countries. Bilateral
agreements are negotiated with each Government and Guaranteed Access Levels
(Gas) assure access to the U.S. market. Designated Consultation Levels
(TDCLs) or Specific Limits (SLs) for each product subject to quantitative
restraint determine the overall limit applicable to all textile exports
from each CBI country.

536. The Special Regime Program with Mexico does not utilise the two-tier
system. Instead, each category under the progranme is subject to an SL;
within each SL, there is a sub-limit for products not made from
U.S. fabrics.

537. Imports of textiles and clothing under these tariff preferences
represented about 8 per cent of total imports of textiles and clothing in
1989 (January to June). Imports under the Caribbean programme, in
particular, increased rapidly from US$79 million in 1987 to US$384 million
in 1989. About 63 per cent of all imports under these special tariff
preferences came from CBI-eligible countries in 1989.

538. In October 1990, the President of the United States vetoed a Bill
called the "Textile, Apparel, and Footwear Trade Act of 1990" which sought
to impose import quotas on textiles, textile products, and non-rubber
footwear. The President denounced the Bill as "blatantly protectionist,
unwarranted, economically harmful, and internationally unviablel, pointing
out a generally favourable economic situation of the U.S. textile industry,
high costs of the restrictions to U.S. consumers, possible retaliation from
trading partners, and damages to the Uruguay Round negotiations and to
international commitments by the United States.

539. The textiles and clothing industry does not generally receive
Government subsidies or benefits specifically aimed at the industry,
although it benefits from Government assistance measures available to all
industries such as the Trade Adjustment Assistance Program (TAA, see
Chapter IV). An important exception to this is the export subsidy for
upland cotton under Section 103 B(a)(5)(F) of the Agricultural Act of 1949,
as amended by Section 501 of Title V of the 1990 Farm Act. Under the
subsidy programme, there are three-step adjustment procedures as follows:

- Step 1 for a discretionary adjustment to the "adjusted world
market price' (AWP) used in calculating marketing loans for
upland cotton when the AWP is less than 115 per cent of the
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current year loan rate and the "U.S. Northern European" price
exceeds the "Northern European" price:

- Step 2 for compensation for cotton mills and producers for
higher domestic prices when the U.S. Northern European price
exceeds the Northern European price by more than 1.25 cents per
pound for four consecutive weeks; and

- Step 3 for a special import quota in addition to the quota
established under Section 22 of the Agricultural Adjustment Act
of 1933, when the price excess of more than 1.25 cents
per pound continues for ten consecutive weeks. Unlike Steps 1
and 2, Step 3 does not allow the Secretary of Agriculture to
exercise discretionary power in its decision.

On 22 August 1991, the Secretary of Agriculture announce-i, for the first
time under the 1990 Farm Act, the implementation of the Step 2 of the
upland cotton programme.

540. The Government has participated in joint projects for research and
development with the textiles and clothing industry. such as the
Textile/Clothing Technology Corporation. The Corporaticn is a non-profit
organization funded by the textile and clothing industries, labour unions
and the Department of Commerce. Government funding for the Corporation
amounted to about US$3.3 million per year on average from 1986 to 1989.
The Defence Logistics Agency (DLA), which procures all U.S. military
clothing, provides about one-third of the funding of three research
institutes, with a view to strengthening the international competitiveness
of the U.S. clothing industry and to coordinate research projects in the
industry.

(vii) Chemicals (Table AV.17)

541. The chemical industry is one of the largest industries in the
United States, with the value of production reaching over US$260 billion in
1989, about 5 per cent of GDP (Table V.35). Production workers in the
industry increased from 463,000 in 1987 to an estimated 488,000 in 1990.

46The 'U.S. Northern European price' is calculated as the Friday through Thursday
average of the lowest priced U.S. quote (either the Memphis or California/Arizona quote) for
upland cotton, c.i.f. northern Europe; and the 'Northern European price' is calculated as
the f.ve-day average of the five lowest quotes, c.i.f. northern Europe.
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542. Next to Ger-many, the United States was the second largest single
exporter as well as importer of chemicals in 1989, recording about
US$16 billion trade surplus in this sector. During the 1980s, the value of
exports of organic chemicals and plastics more than doubled, while at the
same time imports of plastics, organic chemicals and pharmaceutical
products increased rapidly (Table V.36).

543. In 1989, the EC was the largest supplier of chemicals to the
United States, accounting for about 40 per cent of U.S. imports of the
products. Other major suppliers were Canada, Japan, Taiwan, Australia and
Switzerland. Imports of chemicals from GSP beneficiaries accounted for
less than 10 per cent (Table V.37).

544. The simple average of tariffs on chemicals is 7.4 per cent, slightly
higher than the industrial average. Relatively high tariffs are imposed on
organic chemicals, colouring materials, but tariffs on plastics and
pharmaceuticals are low. Three quarters of tariff items in this category
are subject to tariff rates of 10 per cent or less, and the rest mostly
between 10 and 20 per cent.

545. The U.S. chemical industry is regulated by a number of laws
concerning standards for, and control of, hazardous materials and
pollutants. These laws include the Emergency Planning and Community
Right-to-Know Act of 1986 concerning the handling and reporting of
hazardous materials; the Clean Air Act concerning standards for control of
industrial sources of pollutants; the Toxic Substances Control Act of
1976; the Resource Conservation and Recovery Act concerning standards for
the handling and disposition of hazardous waste; the Superfund Tax (see
Chapter IV); the Clean Water Act of 1987; and others.

546. In addition to these regulations, the chemical industry needs to meet
standards for occupational safety and health established by the
Occupational Safety and Health Administration (OSHA). The standards
require extensive documentation of chemicals in trade and in the workplace
and mandate warning labels on containers. The industry also needs to
comply with OSHA's permissible exposure limits for some 600 hazardous
substances.

547. An orderly marketing arrangement with China concerning China's
exports of ammonium paratungstate and tungstic acid expired at the end of
September 1991. The arrangement was originally negotiated in 1987 as
import relief under Section 406 of the Trade Act of 1974.

548. Trade disputes with trading partners over U.S. intellectual property
rights involved certain chemical products, in particular pharmaceutical
products. For example, recent Section 301 or 'Special 301' investigations
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involved patent protection measures for chemicals and pharmaceuticals in
China, India and Thailand (see Chapter IV).

(vili) Wood and paper products (Table AV.18)

549. Production of wood products (selected segments of SIC 24) in the
United States is estimated to be about US$58 billion in 1990, down slightly
from its 1989 level. Production of paper products was about US$132 billion
in 1990, up slightly from its 1989 level. Major sectors in the industry
are logging, sawmills and planing mills, paper and paperboard mills, and
pulp mills (Table V.38). Weak demand for both wood and paper products led
to generally lower prices in 1990.

550. The United States is a net exporter of wood products, but a net
importer of paper products. Exports of these products have grown rapidly
in recent years largely due to increased competitiveness of U.S. products
resulting from the lower value of the dollar; in 1990, wood exports are
estimated to have increased by 9 per cent. Exports of paper products were
also estimated to have grown by about 5 per cent in 1990 to US$9.2 billion.
Japan was by far the largest market for U.S. wood products, accounting for
about 49 per cent of exports in 1989. Major markets for U.S. paper
products were Japan, Canada and Mexico.

551. According to the United States Department of Commerce, external
factors which contributed to increase U.S. exports of wood products in
recent years were export prohibitions of tropical hardwood logs by
Malaysia, Indonesia and the Philippines, and export taxes on hardwood
lumber by Indonesia and Malaysia. A rapid increase in exports of paper
products to Mexico in recent years was facilitated by tariff and non-tariff
concessions made by Mexico upon its accession to GATT in 1986.

552. United States imports of wood and paper products amounted to about
US$16.4 billion in 1989 according to the U.S. SIC data, or about
US$19 billion according to the GATT Tariff study file. According to the
latter data, about 70 per cent of these products were supplied by Canada.
Other principal suppliers were Taiwan, Indonesia, the EC, Mexico and Brazil
for wood products; and for paper products, the EC, Japan, Mexico and
Finland. About 9 per cent of imports of these products came from GSP
beneficiaries, mostly Mexico, Brazil and Indonesia.

47U.S. Department of Commerce, U.S. Industrial Outlook 1991., Chapter 6.

48Product categories of wood, paper and paper products (selected items of SIC 24 and
26) may not correspond precisely to Tariff Study categories of 03 and 04.
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553. Tariffs on these products are generally low and over 40 per cent of
total tariff items of this category are duty-free.

554. U.S. exports of wood and paper product to Japan were the subject of
bilateral consultations with Japan in recent years. Japanese policies and
practices on imports of forest products were designated as a priority
practice under the "Super 301" provisions in 1989. In April 1990, both
Governments reached an agreement which covered wide-ranging subjects
including building codes, product certification and standards, and tariff
reductions. As regards exports of paper products, in October 1990 a
bilateral expert-level Working Group was formed to address U.S. concerns
about certain Japanese distribution and other practices.

555. Export controls of unprocessed timber were tightened by the Forest
Resources Conservation and Shortage Relief Act of 1990 with a stated
purpose of promoting the conservation of forest resources, and to ensure
sufficient supplies of certain forest resources or products which are
essential to the United States. The Act legalized a prohibition, in force
since 1974 under Federal budget provisions, on export of unprocessed
timber originating from Federal lands west of the 100th meridian. It also
tightened restrictions on direct and indirect substitution of unprocessed
Federal timber for unprocessed timber exports from private lands: direct
substitution (direct purchase of Federal unprocessed timber in order to use
it as substitution for exported unprocessed timber originating from private
lands) is to be phased out by the end of fiscal year 1994; and a quantity
ceiling is newly imposed on indirect substitution (purchase from any other
person).

556. The Act also extended restrictions to exports of unprocessed timber
from State and other public lands west of the 100th meridian. Whether
exports are prohibited or restricted depends upon the Stete's annual sales
volumes of unprocessed timber. Until 1984, prohibition of exports of State
timber had been introduced by certain States, but in that year the
United States Supreme Court ruled that the export restriction by the State
of Alaska was unconstitutional unless authorized by a Federal law, as the
power to regulate commerce with foreign nations is conferred on the Federal
Congress by the Constitution. Since then, restrictions by some other
States have been removed.

557. The United States Department of Commerce estimated that as a result
of restrictions imposed by the Act, an estimated 500-600 million board feet
(2.3 to 2.7 million cubic metres) of logs (mostly softwood logs) would no
longer be available for experts. The reduced amount represented about
11 to 13 per cent of U.S. softwood log exports.
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558. With respect to the restriction on exports of unprocessed timber from
State and other public land, the Act explicitly authorizes the President to
suspend the provisions concerned if a panel of experts has reported to the
GATT that the provisions are in violation of, or inconsistent with,
U.S. obligations under the GATT.

(ix) Leather, footwear and travel goods (Table AV.19)

559. According to the U.S. Department of Commerce, the value of production
of leather and leather products increased less than I per cent in 1990 to
an estimated US$8.8 billion. Non-rubber footwear accounted for over
40 per cent, leather tanning and finishing 30 per cent, and luggage about
10 per cent, of the total value of production. While production of leather
tanning and finishing increased by about 5 per cent in real terms in 1990,
production of non-rubber footwear declined substantially. U.S. trade in
leather and leather products recorded a deficit of about US$12 billion in
1989, despite a rapid growth in exports (Table V.39).

Non-rubber footwear

560. Production of non-rubber footwear in the United States has declined
substantially over the last 20 years. Output of non-rubber footwear in the
United States was just over 200 million pairs in 1990, compared with a peak
of 642 million pairs in 1968. The number of plants in the non-rubber
footwear industry was estimated to be less than 300 in 1990, compared with
990 plants in the mid-1960s. In 1990, the 20 largest producers captured
about 55 per cent of total domestic output.

561. Imports of non-rubber footwear increased by about 14 per cent in 1990
to an estimated US$8.5 billion (912 million pairs). U.S. exports increased
by over 50 per cent in 1990, but in absolute terms they amounted to an
estimated US$270 million. Main suppliers of non-rubber footwear to the
United States were China, Taiwan, the Republic of Korea, Brazil and Italy.
In value terms, imports from Indonesia, China and Thailand increased in the
first half of 1990 by about 274, 142, and 83 per cent, respectively,
compared with the same period of 1989. Imports from the Republic of Korea
and Italy also grew more than 20 per cent during the period.

562. Tariff rates on footwear are one of the highest in the U.S. tariff.
The simple average is 20.6 per cent, and the maximum rate in the product
category reaches 61.8 per cent. Travel goods included, there are a total
of 144 tariff items of footwear and travel goods in the U.S. Tariff
Schedule, of which 39 items are subject too tariff rates of over
25 per cent. Footwear, handbags, luggage, flat goods, work gloves, and
leather wearing apparel remain excluded from the list of eligible articles
for the U.S. GSP scheme.
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563. The Caribbean Basin Initiative (CBI, see Chapter II) was extended
permanently by new legislation enacted in August 1990. However, as in the
previous programme, footwear, leather products, and several others were
excluded from the list of products to be subject to duty-free treatment
under the programme.

564. In September 1990, Congress passed the Textile, Apparel and Footwear
Trade Act of 1990, limiting the aggregate annual quantity of non-rubber
footwear imports to the 1989 level of 860 million pairs. As already noted
in the section on textiles, the President vetoed the Bill in October 1990.
Previous attempts to enact similar legislation in 1985 and 1987 had also
been vetoed.



C/RM/S/23A
Page 168

VI. TRADE DISPUTES AND CONSULTATIONS

565. As a basis for consultations and dispute settlement over trade
disputes with trading partners, the United States has used various legal
tools provided by domestic laws such as Section 301 of the 1974 Trade Act,
as amended, often in conjunction with the dispute settlement procedures
under the GATT and Tokyo Round Codes.

566. If a Section 301 investigation involves GATT or any other trade
agreement, the United States Trade Representative is required to request
proceedings under the formal dispute settlement procedures, if any,
provided under the agreement. The USTR is 'not required to take action"
if the CONTRACTING PARTIES to GATT have determined, or a panel -f experts
has reported to the CONTRACTING PARTIES, that the rights of the
United States are not denied or violated (under the law, the USTR may still
take action in these cases but has never done so in the face of a Panel
finding of non-violation).

567. However, even after the conclusion of a case, the USTR is required to
make determinations on whether unfair practices as described in the law
exist, and what retaliatory actions to take, within a fixed period of time
(the earlier of the date that is 30 days after the dispute settlement
procedure is concluded, or the date that is 18 months after the date on
which the investigation is initiated, or within 12 months after the
investigation is initiated if the case involves the GATT Subsidies Code).

568. The United States Administration acknowledged, in its 1991 message to
Congress, that its negotiating partners had "expressed serious concern
about the authority that Section 301 gives us (the Administration) to
determine unilaterally that another country has violated its GATT
obligations". In the Uruguay Round negotiations on dispute settlement,
countries have sought a commitment from the United States that it will not
use Section 301 authority to respond to a GATT violation without first
completing the GATT dispute settlement process. The U.S. negotiators have
responded that such a commitment could be made only if there are clear
rules in all areas, enforceable through a dispute settlement mechanism that
eliminates the possibility of blockage or delay at every stage of the
process. The Administration affirms that if the Uruguay Round produces a
procedure that results in prompt compliance with Panel findings or

1According to the Office of the USTR, since 1974 27 Section 301 investigations have
included the use of GATT or Tokyo Round Code dispute settlement procedures (see
Appendix Table VI.1).

2See the 'Administration Annex on the Uruguay Round' sent by the United States
Administration to the Majority Leader of the House of Representatives in May 1991.
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authority to retaliate within a specified maximum time-frame, the
United States should exhaust that procedure before it retaliates under
Section 301.

569. A number of new Section 301 investigations have been initiated since
the initial review of December 1989. As detailed below, some of these have
resulted in the initiation of GATT dispute settlement procedures. No
retaliatory action has been taken since January 1989 (details of the
implementation of Section 301 and its related provisions are provided in
Chapter IV.)

570. The United States remained both the main initiator and the main
target of the GATT dispute settlement system. In the period December 1989
to September 1991, out of 13 GATT Article XXIII cases, the United States
was the complainant in six cases and the party complained against in five.

(1) GATT Dispute Settlement

(i) Articles XXII and XXIII of the General Agreement3

(a) Disputes involving United States measures

571. Table VI.1 shows that the number of Article XXIII complaints against
the United States increased dramatically in the 1980s to altogether
29 cases. During the ten years of the 1980s, the United States received
the largest number of complaints of all contracting parties (next to the
United States, the EC received 22 cases, Japan 13 cases and Canada
6 cases). (The list of total Panel cases against the United States since
1949 is contained in Table VI.2).

3GATT Article XXII provides for bilateral or joint consultation between contracting
parties with respect to any matter affecting the operation of the General Agreement, whether
or not the matter is GATT consistent. Article XXIII provides for procedures for a bilateral
consultation (Paragraph 1) and dispute settlement through the establishment of a Panel etc.
(Paragraph 2). with respect to nullification or impairment of any benefit accruing to a
contracting party under the Agreement, as a result of (a) the failure of another country to
carry out its GATT obligations, (b) the application by another country of any measure,
whether or not conflicting with GATT, and (c) the existence of any other situation.

4With respect to Article XXIII:1 consultations, contracting parties were not obliged to
notify requests for the consultations to the GATT until May 1989. Therefore, the number of
these cases may not fully reflect actual Article XXIII complaints during the period.
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572. At the time of the last review in December 1989, the following four
Panel reports concerning United States' measures had been adopted by the
GATT Council and were waiting for implementation by the United States:

- The 'Superfund" tax on petroleum products;
- The Customs user fee;
- Restrictions on imports of sugar;
- Section 337 of the United States Tariff Act of 1930.

With respect to the first three cases, the United States subsequently
introduced measures with a view to bringing them into conformity with GATT.
However, as regards Section 337, the Panel report was adopted by the
Council in November 1989, but no remedial action has been taken yet by the
United States (for details of these four cases, see relevant parts in
Chapters II to V).

573. In December 1989, there were also two pending Panel proceedings
against the United States: one on United States tariffs on imports of
certain products (paper products etc.) from Brazil, and the other on
United States restrictions on the importation of sugar and sugar-containing
products applied under the 1955 waiver and under the Headnote to the
schedule of tariff concessions. The former complaint was subsequently
withdrawn by Brazil in September 1990 because the issue originating the
Brazilian complaint had been settled through bilateral consultations, and
the Panel proceeding was terminated. As for the latter case, in
November 1990 the Council adopted a Panel report which concluded, among
others, that the import restrictions on sugar-containing products conformed
to the terms, conditions and procedures of the GATT waiver granted in 1955
to the United States.6

574. Four Panels have been established since December 1989. One
consultation under Article XXII and two consultations under Article XXIII
have been held with the United States since December 1989. Out of the four
Panel cases, one Panel report (pork) has been already adopted by the GATT
Council; the other cases are currently under consideration.

5BISD 36S/345.

6GATT document L/6631, dated 22 January 1990.
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Panel cases

United States countervailing duty on fresh, chilled and frozen pork
from Canada

575. In December 1989, a GATT Panel was established at the request of
Canada. The Panel's report, which found the United States countervailing
duties inconsistent with GATT provisions, was first submitted to the GATT
Council in October 1990. The report was adopted by the Council in
July 1991 (see Chapter IV, section on countervailing duty actions).

United States denial of m.f.n. treatment to non-rubber footwear
imports from Brazil

576. In April 1991, a GATT Panel under Article XXIII:2 was established by
the Council at the request of Brazil. Brazil complained that the
United States had not accorded m.f.n. treatment to Brazil in the
application of countervailing duties to imports of Brazilian non-rubber
footwear. The Panel is currently examining the case.

United States import prohibitions of yellowfin tuna and yellowfin
tuna products from Mexico

577. At Mexico's request, a GATT Panel under Article XXIII:Z was
established by the Council at its meeting of February 1991 (DS21/1). The
import prohibition was based on the provisions of the Marine Mammal
Protection Act (for details see Chapter V). Discussion of the Panel report
by the Council has been deferred at the mutual request of the United States
and Mexico to afford further bilateral consultations.9

United States measures, at Federal and State level. affecting the
treatment of imported alcoholic and malt beverages from Canada

578. In May 1991, at the request of Canada a GATT Panel was established
under Article XXIII:2 to examine Canada's complaints that U.S. legislation
discriminated against Canadian exports of beer, wine and cider and that
measures maintained at the State level concerning taxation, availability

7GATT document DS7/R, dated 18 September 1990.

8GATT document DS 18/2.

9The Panel report is contained in GATT document DS21/R, dated 3 September 1991.
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for sale, labelling, distribution and others discriminated against Canadian
products. ° The Panel is currently examining the matter.

Article XXII consultations

United States investigations of circumvention of anti-dumping order
on colour television picture tubes from Canada

579. In October 1990, Canada requested consultations with the
United States under Article XXII, complaining that an inquiry initiated by
the United States Department of Commerce with respect to alleged
circumvention of the existing anti-dumping order on colour picture tubes
from various countries including Canada was unwarranted and unjustified.
At the meeting of the Committee on Anti-Dumping Practices on 30 April 1991,
the United States announced that a final determination of no circumvention
had been made. As a result, the complainants (Canada and Mexico) said that
they would not pursue dispute settlement further.

Article XXIII consultations

United States measures under the Export Enhancement Programme
affecting soya-bean oil exports by Brazil

580. In February 1990, Brazil requested consultations under
Article XXIII:1 with the United States. Brazil expressed concern that
United States' measures under the EEP had resulted in underpricing and
hampered Brazilian exports of soya-bean oil. The matter has not been
pursued under the dispute settlement procedures.

United States countervailing duty and anti-dumping actions on fresh
and chilled Atlantic salmon from Norway (Article XXIII consultation,
and consultations under the Subsidies Code and the Anti-Dumping Code)

581. After having had consultations under Article XXII, in April 1991
Norway requested consultations with the United States under
Article XXIII:1, complaining that the imposition by the United States of
countervailing and anti-dumping duties on imports of fresh and chilled
Atlantic salmon from Norway nullified and impaired Norway's benefits under

10GATT documents DS23/2 and 3.

11GATT document DS 19/1.

12ATT document DS 13/1.



C/RM/S/23A
Page 173

GATT and were inconsistent with GATT. The Article XXIII:1 consultations
were held in May 1991. Both countries agreed to consider these
consultations as constituting also consultations under Article 3:2 of the
Subsidies Code and 15:2 of the Anti-Dumping Code (see Chapter IV). A Panal
under the Subsidies Code was established in September 1991, and
establishment of a Panel under the Anti-Dumping Code was on the agenda for
the October meeting of the Committee on Anti-Dumping Practices.

(b) Complaints initiated by the United States

582. Table VI.3 shows that the number of complaints made by the
United States against its trading partners increased substantially in the
1970s (15 cases) and in the 1980s (23 cases). The number of
U.S. complaints in both decades was the largest of all contracting parties
(in the 1980s, next to the United States, the EC made 21 Article XXITI
complaints and Canada 12 complaints). (The list of total Article XXIII
complaints made by the United States against other countries since 1949 is
contained in Table VI.4.

583. At the time of the last review in December 1989, two GATT Panels
established at the request of the United States were in process. One
concerned EC payments and subsidies paid to processors and producers of
oilseeds and related animal-feed proteins. The Panel found that the EC
regulations providing for payments to seed processors conditional on the
purchase of oilseeds originating in the Community were inconsistent with
Article III.4 of the GATT. In addition, the Panel found that benefits
accruing to the United States under Article II in respect to the zero
tariff bindings for oilseeds were impaired as a result of the introduction
of production subsidy schemes. The report was adopted by the GATT
Council in January 1990. Dispute settlement proceedings concerning
EC restrictions on exports of copper scrap, on which a Panel had been
established in July 1989, were terminated in January 1990 as a result of an
agreement on the issue between the United States and the EC.16

584. in December 1989, the United States held initial consultations with
the EC under Article XXII concerning its complaint that the EC Directive on

13GATT documents DS24/1 and 2.

14As already mentioned, the number of consultations under Article XXIII:1 may not fully
reflect the actual situation, although that represents a smaller part of these cases than
Panel cases under Article XXIII:2.

15GATT document L/6627. dated 14 December 1989.

16GATT document DS5/R.
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transfrontier television would violate the GATT. The issue had been
first raised by the United States in September 1989. In July 1990, the
United States held a second round of consultations on the issue with the
EC. No further proceedings have yet been requested.

585. In December 1989, the United States also held consultations with
Brazil under Article XXIII;l regarding Brazil's import restrictions on
certain agricultural and manufactured products. The complaint had been
first raised by the United States in October 1989. In January 1990, the
United States informed the Contracting Parties of its intention to request
the establishment of a Panel under Article XXIII:2. 8 However, the
United States did not pursue the request in the Council as Brazil
eliminated quantitative restrictions on imports in 1990.

586. One Article XXII consultation and three consultations under GATT
Article XXIII:l have been initiated by the United States since
December 1989. In the same period, two GATT Panels have been established
at the request of the United States and one has been requested. One of the
Panel cases (Thailand's cigarettes) has completed its proceeding with a
report in favour of the United States.

Article XXII consultation

Japan's follow-up on the Panel report on restrictions on imports of
certain agricultural products

587. In April 1991, the United States requested consultations with Japan
under Article XXII:1 concerning the status of implementation of all
products covered by the Panel report, adopted in February 1988, on Japanese
import restrictions on certain agricultural products.19

Article XXIII consultation

Norway's restrictions on the import of apples and pears

588. In May 1990, the United States requested consultations with Norway
under Article XXIII:l concerning the import regime introduced by Norway in

17GATT document DS4/series.

18GATT document DS8/2.

19See BISD 35S/163 and GATT document DS2511.
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order to implement an earlier Panel report on Norwegian import restrictions
on apples and pears. The United States complained that the new import
regime of Norway was inconsistent with GATT. At the Council meeting of
July 1991, Norway stated that the new import regime was consistent with its
existing GATT obligations, and that it would review the regime after the
Uruguay Round.

Indonesia's import restrictions and import charges on GATT-bound
items

589. In February 1991, the United States requested consultations with
Indonesia under Article XXIII:l, complaining that Indonesia's quantitative
import restrictions on imports, import charges applied on certain bound
items, and incomplete notification of quantitative import restrictions
appeared to be inconsistent with the GATT. In June 1991, Indonesia
removed import restrictions on some items that were the subject of
United States complaint.

EC's measures affecting imports of corn gluten feed (request for
Article XXIII:1 consultation)

59C. In September 1991, the United States requested consultations with the
EC under Article XXIII:1, as a matter of urgency, concerning the EC's
restrictions affecting imports of corn gluten feed. The United States
complained that some member countries of the EC were testing imports of
these products with the purpose of applying a new definition of corn gluten
feed whose tariff was bound at zero in 1967. The consultations were held
in September 1991.

Panel cases

Thailand's restrictions on the import of, and internal taxes on,
cigarettes

591. In April 1990, the GATT Council established a Panel under
Article XXIII:2 concerning a complaint by the United States that Thailand's
import restrictions and internal taxes on cigarettes were inconsistent with
the GATT. The issue had been the subject of a Section 301 petition. The
Panel found that while Thailand's internal taxes were consistent with GATT,

20GATT references: L/6474; DS16/1.

21GATT document DS22/1.

22GATT document DS26/1.
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the import restrictions were inconsistent with GATT. In November 1990, the
Council adopted the Panel's report.23

Canada's import, distribution and sales oi certain alcoholic drinks
by provincial marketing agencies

592. In February 1991, a Panel was established to examine the complaint by
the United States that practices maintained by Canadian marketing agencies
on the import, distribution and sale of beer had nullified and impaired the
United States' benefits under the GATT.24

EC's restrictions on imports of pork and beef under the Third Country
Meat Directive (request for a Panel)

593. In June 1991, the United States requested the establishment of a

Panel under Article XXIII:2, complaining that import prohibition of certain
United States meat under the EC Third Country Meat Directive were

inconsistent with the GATT. A GATT Panel had been once established in
1987 on a different issue involving the same Directive, but not activated
following a bilateral agreement. The U.S. request for a new Panel is
expected to be discussed again at the Council meeting in November 1991.

(ii) Tokyo Round Agreements

(a) Anti-Dumping Code

594. Five cases have been brought against the United States since
December 1989 under the Tokyo Round Anti-dumping Code concerning
U.S. anti-dumping practices. One case has been brought by the
United States against the Republic of Korea.

United States anti-dumping duties on imports of seamless stainless
steel pipes and tubes from Sweden

595. In September 1990, a Panel established by the Committee on

Anti-Dumping Practices at the request of Sweden submitted its report to the
Committee with a conclusion that the initiation in 1986 by the
United States of an anti-dumping investigation of imports of seamless
stainless steel hollow products from Sweden was inconsistent with the

23GATT document DS10/R, dated 5 October 1990.

24GATT documents DS17/1-4.

25GATT document 0S20/2.
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Anti-Dumping Code. The report was discussed in 1990 and 1991, but no
agreement or. its adoption has been reached (see Chapter IV, section on
Anti-dumping).

United States anti-dumping duty on stainless steel plate from Sweden

596. In May 1991, Sweden requested consultations with the United States
under Article 15:2 of the Anti-Dumping Code. The anti-dumping order was
imposed in 1973, and Sweden considered that the duty should be revoked due
to changed circumstances. Sweden subsequently asked for the Committee's
conciliation in the dispute.

United States countervailing dutyand anti-dumping actions on fresh
and chilled Atlantic salmon from Norway (Article XXIII consultation,
and consultations under the Subsidies Code and the Anti-Dumping Code)

597. In September 1991, Norway requested the Committee to establish a
Panel pursuant to Article 15:5 of the Code (see Article XXIII consultations
above).

United States anti-dumping duties on grey Portland cement and cement
clinker from Mexico

598. In June 1991, Mexico requested conciliation by the Committee under
Article 15:3 of the Anti-Dumping Code, claiming that the anti-dumping
duties imposed by the United States were not in conformity with the
provisions of the General Agreement nor of the Code (for details, see

Chapter IV, section on anti-dumping actions).

United States anti-dumping duties on imports of man-made fibre
sweaters from Hong Kong

599. In July 1991, Hong Kong requested conciliation by the Committee under
Article 15:3 of the Anti-Dumping Code, claiming that the anti-dumping
duties imposed by the United States on man-made fibre sweaters were not in
conformity with the provisions of the Code (for details, see Chapter IV,
section on anti-dumping actions).

600. The United States requested in September 1991 conciliation by the
Committee under Article 15:3 of the Anti-Dumping Code of a determination by

26GATT document ADP/47.
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the Republic of Korea concerning imports of polyacetal resins from,
inter alia, the United States.

(b) Subsidies Code

601. The 1986 report of the Panel established at the request of the EC by
the Committee on Subsidies and Countervailing Measures concerning the
United States' definition of 'industry" for wine and grape products was one
of four unadopted Panel reports before the Committee (the others are EC
subsidies on exports of pasta, EC subsidies on export of wheat flour, and
Canadian imposition of countervailing duties on manufactured beef from the
EC). The United States proposed that all four Panel reports should be
acted upon, but the Committee could not reach agreement on how to proceed.

602. A Panel was established by the Committee in 1988 at the request of
Brazil concerning the United States' collection of countervailing duties on
entries of non-rubber footwear from Brazil. The Panel submitted its report
to the Committee in October 1989, with the conclusion that the collection
of the countervailing duties by the United States was consistent with the
United States' obligations under the Code. Brazil did not agree to the
adoption of the report on the grounds that it would be able to evaluate its
position with respect to the report only after the conclusion of the
proceedings initiated by Brazil under Article XXIII of the General
Agreement.

603. In August 1991, Norway requested the Committee to establish a Panel
pursuant to Article 17:3 of the Code concerning U.S. countervailing duty
and anti-dumping actions on fresh and chilled Atlantic salmon from Norway
(see the section on Article XXIII consultations above).

604. The United States requested the establishment of a Panel under the
Code regarding the German exchange rate guarantee scheme for German
aircraft industry participating in the Airbus program. In March 1991, the
Panel was established by the Committee in accordance with Article 18:1 of
the Subsidies Code (for details, see the section on aircraft in Chapter V).
The issue is currently under consideration by the Panel.

605. In August 1991, the United States held consultations with the EC
under the Code concerning certain activities of the EC and/or individual
member States - in particular, France, Germany, Spain and the
United Kingdom - undertaken individually or jointly, in support of the
participation of their respective member companies in the Airbus
consortium. The United States alleged that the subsidies were provided in
a manner inconsistent with the EC's obligations under the Code.
Subsequently, the United States requested that the Committee undertake
conciliation under Article 17 of the Code.
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606. In July 1991, a Panel was established by the Committee at the request
of the United States concerning Canada's injury determination in connection
with its countervailing measures against grain corn from the United States.
The issue is currently under consideration by the Panel.

(c) Government Procurement Code

607. At the request of the EC, a Panel was established by the Committee on
Government Procurement in July 1991 concerning the procurement by the
U.S. National Science Foundation of a sonar mapping system. The EC alleged
that the Foundation's procurement of a multi-beam sonar mapping system
infringed the Code. The issue is currently under consideration by the
Panel.

608. In September 1991, at the request of the United States, the Committee
on Government Procurement agreed to establish a Panel, pursuant to dispute
settlement provisions of the Code, concerning procedures used by the
Government of Norway to procure an electronic toll collection system for
Trondheim. Bilateral consultations held on this matter had not produced a
mutually satisfactory solution.

(iii) Arrangement Relating to International Trade in Textiles
(Multifibre Arrangement - MFA)

609. Some developing countries have brought disputes to the Textiles
Surveillance Body (TSB) over unilateral measures to restrict imports of
textiles and clothing taken under Article 3:5 of the MFA by the
United States and Paragraph 8 of the 1986 Protocol of Extension, or over
matters referred to the Textiles Surveillance Body under Article 11.

610. Complaints notified during the last two years have been made by
Bangladesh, Guatemala, Thailand, Turkey and Brazil. Except in the case of
Thailand, bilateral solutions were found through consultations.

611. In addition, the United States and Thailand were involved in a series
of unresolved disputes in 1990. As mentioned above, some concerned
unilateral measures by the United States under Article 3:5. Several
matters were referred to the Textiles Surveillance Body under Article 11:4
requesting the Body's recommendation. In respect of certain unilateral
restraints, the United States reported, under Article 11:8, its inability
to follow the TSB recommendation.

27For details of these disputes, see Report of the Textiles Surveillance Body to the
footnotee Continued)
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(2) Other Disputes

612. Under the United States-Canada Free Trade Agreement (FTA), two types
of dispute settlement mechanisms are provided for. Chapter 18 of the FTA
provides for general dispute settlement through a bilateral Commission,
comprised by the cabinet officer or Minister responsible for international
trade from each country and, when the Commission cannot resolve the
dispute, through panels of independent experts. Chapter 19 provides for
binational panels to review anti-dumping and countervailing duty
determinations.

613. Two trade disputes have been dealt with under Chapter 18. In
October 1989, a panel under the Chapter ruled that Canada had violated the
FTA by requiring all Pacific roe herring and salmon caught in Canadian
waters to be landed in British Colombia before export. Taking into account
the panel findings, the two countries negotiated an interim solution to the
dispute in February 1990 (see Chapter V). In another case involving a
United States law prohibiting the marketing of lobsters below the federally
established minimum size, a panel decided in May 1990 that the law did not
constitute an import restriction under the FTA. Certain other issues were
the subject of consultations under the Chapter.

614. As regards Chapter 19, by the end of 1990, a total of 15 cases had
been filed and 10 of which had been resolved.

615. Outside the GATT framework and the FTA mechanisms with Canada, the
United States held numerous bilateral consultations and negotiations on
trade matters with many trading partners both in 1990 and 1991. Some of
these consultations were held within the context of Section 301 provisions.
A large number of bilateral issues concerned the protection of intellectual
property rights (e.g. with Brazil, China, the EC, India, the Republic of
Korea, Taiwan, Turkey etc.) and trade in services (e.g. with India, Japan,
Mexico etc.) In certain consultations, a wide range of issues were
discussed (e.g. the Structural Impediments Initiative talks with Japan),
but in many others specific trade issues were dealt with individually.

(Footnote Continued)
Textiles Committee. 1990. COM.TEX/SB/1550, and reports of the meetings of the Textiles
Surveillance Body.

28Accounts of these bilateral negotiations by the United States Administration are
contained in an annual report of the President of the United States. See USTR, 1991 Trade
Policy Agenda and 1990 Annual Report of the President of the United States on the Trade
Agrments Program.


