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CHAPTER 1
Introduction

Purpose and Organization Summary of 1996 Trade
of the Report Agreements Activities

This report is the 48th in a series submitted to the
U.S. Congress under section 163(b) of the Trade Act of : :
1974 and its predecessor legislatlorit is one of the The World Trade Organlzatlon
principal means by which the U.S. International Trade This section summarizes major 1996 trade events
Commission (USITC or the Commission) provides (figure 1-1) described in this report. The World Trade
Congress with factual information on trade policy and Organization (WTO) completed its second full year of
its administration. The report also serves as aoperation in 1996. During December 9-13, 1996, the
historical record of the major trade-related activities of organization held a Ministerial Conference in
the United States to be used as a general reference b$ingapore at which members reviewed the work of the
Government officials and others with an interest in WTO and made progress on several long-term
U.S. trade relations. The trade agreements programinitiatives. Agreement was reached to eliminate tariffs
includes “all activities consisting of, or related to, the on trade in certain information technology products by
administration of international agreements which the year 2001. At the conference, the WTO started an
primarily concern trade and which are concluded initiative that could lead to an agreement on
pursuant to the authority vested in the President by thetransparency practices as part of an effort to fight

Constitution” and congressional legislatrRegional corruption in government procurement. The
or other trade agreements activities without U.S. ministerial declaration renewed commitments by
participation are not covered in this report. members to observe internationally recognized
Figure 1-1
Selected trade agreements activities, 1996
JANUARY
Jan. 16 United States partially suspends economic sanctions against the Federal Republic of Yugoslavia
(Serbia and Montenegro).
Jan. 22 The United States and South Korea finalize an agreement reached in July 1995 on the liberalization of
shelf-life rules on 207 food products including meat products, bottled, packaged and dried foods,
butter, cheeses, and baby foods and formulas.
FEBRUARY
Feb. 21 The United States appeals WTO dispute settlement panel decision that U.S. gasoline regulations

violate international trade rules and do not qualify for exception under WTO natural resource
conservation measures.

Feb. 28 The United States identifies six major drug-producing and transit countries not meeting the goals
and objectives of the 1988 U.N. Convention on Drug Trafficking.

MARCH
Mar. 11 USTR initiates section 301 investigation of Canadian practices affecting periodicals.
Mar. 12 President Clinton signs into law the Libertad (Helms-Burton) Act extending U.S. economic sanctions

against Cuba.

Table continued on next page



Figure 1-1— Continued
Selected trade agreements activities, 1996

MAY

May 7 Hungary accedes to the OECD.

May 8 On request of the United States and four Latin American countries, the WTO establishes a dispute
settlement panel to examine the EU banana import regime.

May 20 WTO establishes dispute settlement panel to investigate U.S. complaint against the EU meat
hormone ban.

May 29 United States and Canada conclude 5-year agreement on U.S. imports of softwood lumber from
Canada.

May 31 The United States files WTO complaint against Korea’s testing and inspection procedures for
imported fruit and vegetables.

JUNE

June 4 The United States rejects maritime liberalization package offered by 24 members of the WTO at the
senior officials meeting in Geneva.

June 17 The United States and China reach agreement on protection of intellectual property rights in China
thereby averting U.S. sanctions against China.

June 28 WTO talks on liberalizing maritime services are suspended until 2000.

JULY

July 2 USITC makes an affirmative injury determination in investigations involving imports of broomcorn
brooms conducted under the U.S. global and NAFTA bilateral safeguard laws, but reaches a
negative injury determination in an investigation involving imports of fresh tomatoes and bell
peppers conducted under the U.S. global safeguard law.

July 16 President Clinton suspends for 6 months the right to file claims under title 11l of the Helms-Burton Act.

July 22 The United States and the EU sign agreement compensating the United States for EU enlargement.

July 26 After an annual review of bilateral telecommunications agreements, the United States designates
Korea as a “Priority Foreign Country” because of Korea’'s telecommunications procurement practices.

July 30 United States and Taiwan reach agreement on telecommunications market access in Taiwan.

AUGUST

Aug. 2 United States and Japan agree on framework for monitoring and bilateral consultations on
semiconductor market access in Japan.

Aug. 5 President Clinton signs into law the Iran and Libya Sanctions Act of 1996.

Aug. 20 President Clinton signs legislation that extends retroactively the U.S. Generalized System of
Preferences program from July 31, 1995 to May 31, 1997.

SEPTEMBER

Sept. 6 The United States applies triple charges against China for transshipment of textile exports to the
United States.

Sept. 11 USITC makes an affirmative determination in its preliminary antidumping investigation on imports of
vector supercomputers from Japan.

Sept. 18-19  United States and Japan hold bilateral consultations on implementation of the U.S.-Japan Automotive
agreement.

Sept. 20 The United States announces intention to request WTO dispute settlement panel to investigate
“systemic structural” barriers in Japan’s market for photographic film.

OCTOBER

Oct. 1 The United States announces intention to request WTO dispute settlement panel if Korea does not
implement the agreement on shelf-life for imported meats finalized in January 1996.

Oct. 1 The United States announces agreement with Taiwan on market access for medical devices.

Oct. 28 The United States and Mexico sign a 5-year suspension agreement that establishes a minimum price

for U.S. sales of fresh tomatoes imported from Mexico after Commerce makes a preliminary
affirmative determination of LTFV imports in an antidumping investigation involving fresh tomatoes
from Mexico.

Table continued on next page



Figure 1-1— Continued
Selected trade agreements activities, 1996

NOVEMBER

Nov. 8-9 The United States and European Union hold Trans-Atlantic Business Dialogue meetings. Agreement
reached on customs cooperation and progress made on concluding a Mutual Recognition Agreement
covering pharmaceuticals.

Nov. 20 In response to a request by the EU, the WTO establishes a dispute settlement panel to examine the
Helms-Burton Act.

Nov. 22 Poland accedes to the OECD.

Nov. 20-23 APEC ministerial held in Manila.

Nov. 28 President issues proclamation temporarily raising duties on imports of broomcorn brooms under U.S.
global safeguard law.

Nov. 12 After completion of “out-of-cycle review” of protection of IPR in Taiwan, the United States removes
Taiwan from designation under the Special 301.

DECEMBER

Dec. 2 NAFTA dispute settlement panel rules against U.S. complaint on Canadian agriculture tariffs.

Dec. 3 The United States and Venezuela agree to a 15-month phase-out of U.S. regulations on reformulated
gasoline.

Dec. 9-13 The WTO holds first biennial ministerial conference in Singapore.

Dec. 12 Korea accedes to the OECD.

Dec. 15 United States and Japan reach agreement on access to Japan’s insurance market.

Source: Compiled by the staff of the U.S. International Trade Commission.

core labor standards, developed an action plan forNAFTA and other Regiona|

least-developed countries, urged conclusion of ongoing

negotiations to liberalize telecommunications and Trade Agfeements
financial services activities, and agreed to meet time
frames for future negotiations on agricultural market
access. The Singapore Ministerial conference i
summarized in chapter 2.

NAFTA completed its third full year of operation
in 1996. Major issues involving NAFTA partners
Sincluded U.S. restrictions on the operation of Mexican
trucking firms in border states, Canadian tariffs on
agricultural products, and U.S. imports of wool suits

Major work of the WTO in 1996 centered on from Canada. NAFTA groups on environmental and
organizational work of committees, notifications by ' group .
labor aspects of the agreement held consultations

members, new accessions, and dispute settlement,

: I regarding the effect of NAFTA on environmental
Many committees observed that notifications by rotection and on labor markets. Impediments in

members, which are essential for assessing complianc{/] . . Do )
exico to imports of telecommunications equipment

with WTO obligations, continued to lag. During the ; . . .
. o were the subject of two bilateral disputes in 1996. In
year, 16 countries acceded to the organization and pril, the United States said that Mexico was not in

another 33 pursued membership at various stages o ) . o
the accessio?w process. WTO mgmbership reachg d 12§ompl|ance with NAFTA obligations to accept test data

by yearend. The WTQO’s dispute settlement mechanism®" telecommunications equipment. l_\legotlatlons

. ; occurred, but by yearend Mexico had not implemented
was particularly active. Over 60 requests for . .

, . he agreed plan of action for resolving the U.S.
consultations have been made to the dispute settlemenE:Om laint In addition. a bilateral dispute over
body since its inception in January 1995, with seven MexiF::o’s 'ro osed rodué:t standards for teplecommun-
disputes under consideration by panels and four ﬁnalications ep uipment F\)Nas not resolved by vearend
panel results under review by the WTO Appellate quip vy '
Body. Developments in the WTO are summarized in In the APEC forum, members focused on

chapter 2. developing individual and collective initiatives to



fulfill commitments made in 1995 in the Osaka Action Bilateral negotiations with Japan, China, Taiwan,
Agenda. These action plans include trade andand Korea concentrated on preserving or expanding
investment liberalization, trade and investment market access on a wide range of products and
facilitation, and economic and technical cooperation. services. In Japan, talks centered on U.S. access to
At their ministerial meeting during November 20-23, Japan’s market for semiconductors, autos and parts,
1996, APEC members agreed on the Manila Action insurance, film, paper, and services. In the case of
Plan for APEC, which integrated ongoing initiatives supercomputers, the United States expressed concern

into one package. For a discussion of U.S. about  whether Japan was implementing
developments in NAFTA, APEC, and other regional market-opening aspects of the bilateral supercomputer
trade agreements in 1996, see chapter 3. agreement. In addition, a proposed purchase of a
supercomputer from Japan by the National Science

Foundation resulted in the initiation of a U.S.

. ) antidumping investigation of vector supercomputers.
Bilateral Trade Relations On June 17, 1996, the United States and China reached
) ) ) ) agreement on enforcement of IPR protection in China.
Disputes over bilateral trade issues in 1996 coveredChina agreed to close 15 factories producing pirated

a wide variety of topics. A disagreement with Canada cpg anq take several other steps to boost enforcement
over interpretation of WTO and NAFTA obligations on ¢ \br on September 6, 1996, the United States
agricultural trade measures was resolved on Decembefmposéd sanctions agair;st dhina for illegal

2, 1996. At issue was whether Canada should applyyangshipment of textiles and apparel products from

tariffs on certain agricultural imports, as part of itS cping g the United States. The dispute was resolved
WTO obligations to convert nontariff measures in i, o4y 1997 when both sides renewed their bilateral

agriculture to tarif_‘fs, or eliminate those new tar_iffs textile agreement. On October 1, 1996, the United
pursuant to commitments under NAFTA by the United States and Taiwan reached agreement to preserve
States and Canada to remove tariffs on bilateral trade'market access for U.S. medical devices in Taiwan. A

A NAFTA dispute settlement panel ruled against the yiq e with Korea over its procurement practices for

U.S. complaint. On May 29, 1996, the United States g|acommunications equipment led the United States
and Canada concluded an agreement that set terms f°6n July 26, 1996 to identify Korea as a “priority

Canadian exports of softwood lumber to the United foreign country” pursuant to section 1374 of the

States. Omnibus Trade and Competitiveness Act of 1988. By
U.S.-EU bilateral trade relations largely took place Yyearend, the two sides had not reached agreement over
in the context of the New Trans-Atlantic Agenda. the dispute, which could result in U.S. sanctions
Progress was made on mutual recognition agreementsagainst Korea. Disputes with Korea over automobile
customs cooperation, and the information technology market access, shelf-life standards for imported meats,
agreement. Bilateral disputes continued over the EUand import clearance of fruits continued in 1996.

hormone ban and the EU banana import regime. China and Taiwan continued to pursue membership
in the WTO. The United States continued to insist
that China accede to the WTO on “commercially
viable” terms, in particular by conforming its trade
regime to WTO obligations. WTO accession talks
t with Taiwan included U.S. requests for market access

failed to resolve the dispute. On another issue, on[)Or automob|le.T, agr;cultgre, tlopacco, .ahnd a]cohohc
April 1, 1996, U.S. tomato growers filed a petition PEVerages. Bilateral trade relations with major U.S.

with the U.S. Department of Commerce and the ITC trading partners in 1996 are discussed in chapter 4.
alleging that a domestic industry is materially injured

or threatened with material injury by reason of less Administration Of Uu.sS Trade

than fair value (LTFV) imports of fresh tomatoes from )
Mexico. On October 28, 1996, following preliminary Laws and Regulatlons

affirmative determinations of material injury by the Administration of U.S. trade laws and regulations

Comm|SS|on e LTFV, 'mp.O”S by Commerce, th? in 1996 are summarized in chapter 5. Developments in
United States and Mexico signed a 5-year suspension; g rade programs during the year included:
agreement to establish reference prices for most tomato '

imports from Mexico, and the antidumping e The United States conducted investigations
investigation was suspended. under its global and NAFTA bilateral safeguard

The ongoing U.S. embargo on imports of tuna from
Mexico continued to be a source of bilateral discussion
in 1996. A bilateral effort to bring Mexico’s tuna
fishing practices into conformity with the “dolphin
safe” provisions of the Marine Mammal Protection Ac



laws in 1996. In investigations of broomcorn
broom imports, jointly conducted under both
safeguard laws, the Commission made
affirmative injury determinations on July 2,

1996. On the same day, in an investigation
under its global safeguard law with regard to

Helms-Burton Act, was at the center of disputes with
several U.S. trading partners during the year. The
Libertad Act creates a private right of action in U.S.
courts for U.S. nationals whose property was
confiscated by the Cuban Government to sue Cuban
governmental or foreign investors who profit from use

of those properties. Several U.S. trading partners
objected to the extraterritorial scope of the Act, noting
that its provisions apply to an individual or company,
regardless of nationality or country of residence.
Under the U.S. NAFTA-related trade adjust- Canada and the EU, as well as Cuba, enacted
ment assistance program, Department of Labor legislation to block enforcement of the Libertad Act.
expenditures for FY 1996 reached $157.3 The EU, after a series of consultations with the United
million, up slightly from 1995. States, formally requested establishment of a WTO
dispute settlement panel to examine the Libertad Act.
On November 20, 1996, the WTO Dispute Settlement
Body agreed to establish the panel, whose members
merce, eight new antidumping and two new were named in January 1997. However, on April 11,
countervailing duty orders were issued in 1996. 1997, the United States and the EU reached a
Under section 337, the Commission issued one settlement under which both sides agreed to work
general exclusion order following completion  cooperatively to develop, by October 1997, binding
of an investigation, and three temporary limited gjsciplines on dealings in property confiscated in Cuba.
exclusion orders. As part of this settlement, the EU suspended the WTO

. . anel—but retained the right to reinstate it.
The United States Trade Representative P . g )
(USTR) initiated nine section 301 investi- The United States took a number of other actions

gations in 1996. These included investigations IN 1996 relating to trade and economic sanctions. On

of Canadian practices affecting periodicals and January 16, 1996, a portion of economic and trade

practices affecting the automobile sector in sanctions against certain areas of the former
Brazil and Indonesia. Yugoslavia were lifted. An exception to sanctions on

trade with Iraq came into force on December 10, 1996.
After a lapse of more than one year, the U.S. The exception allows limited petroleum imports from
Generalized System of Preferences (GSP) Irag and export of certain humanitarian items to that
program was extended retroactively in August country. Actions were taken to reinforce economic
1996. In addition to extending the program to sanctions against Cuba, Iran and Libya. For a
May 31, 1997, the legislation also amended the discussion of the Helms-Burton Act and other major

imports of fresh tomatoes abell peppers, the
Commission made a negative injury
determination.

Following final affirmative determinations by
the Commission and the Department of Com-

statute that authorizes the program in several y S. trade sanctions activity in 1996, see chapter 6.

respects, including the criteria used to
determine the threshold for mandatory
graduation of a country from the program.

e U.S.trade agreements activity in the textiles and
apparel sector included U.S. implementation of
new rules of origin for imports of textiles and
apparel, as required by the Uruguay Round. In

The International Economic
Environment and World
Trade in 1996

early 1997, the United States reached a new International Economic
market access agreement with China, the IargestEnVi ronment

supplier of U.S. imports of textiles and apparel
products.

Trade Sanctions Activities

On March 12, 1996, the Cuban Liberty and
Democratic Solidarity (Libertad) Act of 1996 was
signed into law. The law, also known as the

World economic growth strengthened slightly in
1996. World real output is estimated to have grown by
3.8 percent in 1996 compared with 3.5 percent in
19953 In the United States, Canada, and the EU
inflation remained relatively low and stable albeit
moderate rates of economic expansion largely
prevailed. Table 1-1 shows economic indicators of the
United States and selected U.S. trading partners.



Table 1-1
Comparative economic indicators of the United States and specified major trading partners, 1995-96

Government Merchandse Current
Real GDP?! Inflation 1 Unemployment 2 budget balance 3 trade balance account balance 3
Country 1995 1996 1995 1996 1995 1996 1995 1996 1995 1996 1995 1996
—— Percent change from —— — Percent — —— Percent —— — Billion dollars — — Percent——
previous period

G-7 countries

United States ............ 2.0 2.4 2.4 2.1 5.6 5.4 -2.0 -1.6 -173.4 -187.2 -2.0 2.1

Canada ................. 2.3 15 1.6 14 9.5 9.6 -4.1 -2.7 22.3 288 -1.5 0

Japan ............. ..., 0.9 3.6 -0.5 0 3.2 3.3 -3.3 -4.1 131.2 86.8 2.2 14

Germany ............... 1.9 11 1.9 1.7 9.4 10.3 -3.5 -4.1 70.3 735 0.7 0.7

United Kingdom .......... 2.4 2.4 2.6 2.6 8.2 7.6 -5.7 -4.8 -18.3 -21.2 -04 -0.1

France ................. 2.2 1.3 1.6 1.8 11.7 12.4 -4.8 4.1 10.8 18.9 11 1.3

Italy ....... ... 3.0 0.8 5.7 4.2 12.0 12.2 -7.1 -6.7 44.0 60.2 2.5 3.5
European Union ............ 2.5 1.6 3.0 2.6 11.2 11.4 -5.2 -4.6 136.8 165.9 0.7 1.0
MexiCo ..........coviiinn.. -6.9 4.0 39.1 35.0 6.3 6.0 n/a n/a 7.1 74 -02 0
Total OECD ................ 2.0 2.4 5.1 4.4 7.8 7.8 -3.5 -3.3 111.6 83.6 0 -0.1
China..................... 10.2 9.5 14.8 6.5 n/a n/a n/a n/a n/a n/a 0.3 -1.2
Taiwan .................... 5.9 5.6 3.7 3.1 n/a n/a n/a n/a 13.6 12.9 1.9 1.8
Korea ..................... 9.0 6.6 4.5 5.1 n/a n/a n/a n/a -4.7 -12.0 -25 -4.4
HongKong ................ 4.6 4.5 8.7 6.8 n/a n/a n/a n/a -19.7 -209 -23 -2.4
Singapore ................. 8.8 6.5 1.8 1.6 n/a n/a n/a n/a 0.9 -20 15.2 13.3
Thailand .................. 8.6 7.3 5.8 5.7 n/a n/a n/a n/a -10.1 -13.0 -8.2 -8.4
Malaysia .................. 9.5 8.2 34 3.7 n/a n/a n/a n/a 0.3 1.8 -80 -7.5

1 private consumption deflators percent change from previous year.

2 percent of total labor force.
3 Financial balances as a percent of GDP.
Note.—1996 data projected by the OECD.

Source: OECD Economic Outlook, 60, December 1996.



In the United States, real output grew by an and South America), aggregate GDP grew in 1996 by
estimated 2.4 percent in 1996,faster than the 2.0 2.7 percent. In the Pacific Rim, economic activity
percent growth rate realized in 1995. The growth was continued to expand in 1996, particularly in China,
attributed to increased consumer spending in the firstKorea, Taiwan, Singapore and Thailand.
half of the vyear, rising investment spending,
particularly on computers and information-processing

machines, and both relatively lower long-term interest |J.S. Balance of Payments Position
rates and subdued inflation. Inflation registered 2.1

: . The U.S. current account deficit grew to about
percent Fixed investment was boosted by a S -
moderation in unit labor costs based on a surge in Iabor$hl65'1 bllkl]|ond|_n 1996d(see (tja*?'e 1-2). Th? deficits on
productivity® The Federal budget deficit was estimated the _m”erc ;n 'S% trade an mves_tmel?t |ncor?e were
by the Congressional Budget Office to have declined to partially offset by an Increase in the surplus on

$116 billion in 1996 from $164 billion in 1995 services. The U.S. deficit on income from foreign
' investment grew in 1996 as payments on foreign assets

In major U.S. trade partners, output generally grew in the United States increased to about $205.3 billion,
slower than in the United States. In Canada, economicwhereas receipts from U.S. assets abroad increased to
growth slowed to 1.5 percent in 1996 compared to 2.3 about $196.6 billion. Net inflows of foreign capital
percent in 1995. In the EU, with the exception of the into the United States increased in 1996 to $218.3
United Kingdom, output growth was weak with billion. Both U.S. purchases of foreign assets and
relatively high unemployment. A slowdown in securities and foreign purchases of U.S. assets and
domestic and public investment spending weakenedsecurities expanded. The surplus on services trade
economic growth in several member countries. rose to about $73.5 billion. The U.S. deficit on goods
Monetary stability has been achieved although at lower and services was about $114.2 billfon.
levels of domestic growth. In 1996, foreign exchange
rates returned to levels consistent with balanced growth
following the market turbulence during the spring of |J.S. Trade in 1996
1995. In Japan, the economy recovered moderately,
boosted by a rise in domestic demand largely induced
by intensive public sector investment and expanding
housing constructiof.

U.S. merchandise exports reached $612 billion in
1996, up from $576 billion in 1995. Imports rose to
$800 billion, up from $749 billion in 1995. The U.S.
merchandise trade deficit with the world rose from

Growth in developing and emerging economies in $173 billion in 1995 to $188 billion in 1996. The
1996 was mixed. In Latin America (including Mexico majority of U.S. exports consisted of manufactured
and the countries of the Caribbean, Central America, goods, which accounted for 68.4 percent of U.S.

Table 1-2
U.S. trade and current account balances, 1995-96
(Billion dollars)
1995 1996

MerchandisSe EXPOIS . . ..ottt e e e 575.9 611.7
Merchandise IMPOITS . . . ... o e e e e e -749.4 -799.3
Balance on merchandise trade ......... ... i -173.4 -187.7
BalanCe ON SBIVICES ...ttt e 68.4 73.5
Balance on goods and SEIVICES . ... ...ttt -105.1 -114.2
Balance on iNVeStMENt INCOME . . .. ..ttt e e e -8.0 -8.4
Balance on goods, services, and iNCOME . ... .. ... ittt -113.1 -122.6
Unilateral transfers . ... ... -35.1 -42.5
Balance on CUMeNt ACCOUNT . .. ..ttt et e ettt ettt -148.1 -165.1
U.S. assets abroad, net, outflow (<) . ... ..o -307.9 -306.8
Foreign assets inthe U.S., net, inflow (+) ........ .. i 424.5 525.1
Net capital inflows (+), oUtfloOws (=) .. ... oo e 116.6 218.3
Income receipts on U.S. assets abroad ............ ... .. 182.7 196.6
Income payments on foreign assets inthe United States ......................cooout.. -190.7 -205.3

Source: U.S. Department of Commerce, Bureau of Economic Analysis, U.S. International Transactions, fourth quarter
and year 1996, BEA 97-06.



exports in 1996 (figure 1-2). Chemicals accounted for Mexico, where U.S. exports grew by over 22 percent,
10.6 percent of exports, followed by food (9.3 percent), U.S. exports to major trading partners grew relatively
fuel and raw materials (7.5 percent) and all other goodsslowly in 1996, and U.S. exports to Taiwan fell by 11

(.4.2 percent). The majority of U.S. impongere percent. U.S. imports from Mexico grew by 20

manufactured goods (73.9 percent), followed by fuel percent, and imports from China grew by 12 percent.
and raw materials (12.1 percent), chemicals (5.8 U.S. imports from Japan fell by 7 percent while

percent), food (4.6 percent), and all other goods (3.6imports from Korea fell by 8 percent.

percent).

Figure 1-3 lists U.S. exports, imports, and trade \Norld Trade
balances with major trading partners in 1996. Trade

with NAFTA countries accounted for about 30 percent  1he United States ranked as the world's largest
of total U.S. imports and export©f the $208 billion ~ Merchandise exporter in 1996 followed by Germany

trade deficit in 1996, Japan accounted for $51 billion, @1d Japan. World trade in goods and services grew ata

followed by China ($39 billion), Canada ($37 billion), faster fa;%tha” world output in 1996 according to IMF
the EU ($22 billion), Mexico ($19 billion), and Taiwan forecasts” World trade volume is estimated to have

($13 bilion). The United States registered a trade 9"OWn by 6.7 percent in 1996, down from the 8.9
surplus of $3 billion with Korea in 1996. percent growth in the previous year. Trade growth in
1996, however, was above the average annual gains of

U.S. exports and imports with the world grew by the previous ten years, and exceeded the 3.8 percent
nearly 7 percent in 1996. With the exception of growth in world output.



Figure 1-2
U.S. merchandise trade with the world, by product sectors, 1996
(Billion dollars)

Other
$24.2 (4.2%)

Fuel/raw material

Manufactures
$397.9 (68.4%

Food
$54.3 ( 9.3%)

Chemicals
$61.8 (10.6%)

U.S. Exports

Other

Manufactures $28.8 (3.6%)

$584.0 (73.9%) Fuel/raw material

Food
$36.6 (4.6%)

g Chemicals
$45.6 (5.8%)

U.S. Imports

Note.—Because of rounding figures may not add up to the totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.



Figure 1-3

U.S. merchandise exports, imports, and trade balance (customs value basis) with major trading

partners, 1996

Billion dollars
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Trade Balance

—200

-400
Canada EU Japan Mexico China Taiwan Korea World
Major trading partners Exports Imports Trade balance
Canada $119 $156 $-37
EU 120 141 -22
Japan 64 115 -51
Mexico 55 74 -19
China 12 51 -39
Taiwan 17 30 -13
Korea 25 23 3
World 582 790 -208

Source: Compiled from official statistics of the U.S. Department of Commerce.
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CHAPTER 2
Trade Activities in the WTO and the
OECD in 1996

I NI I the Singapore Ministerial Conference, Multilateral
Slngapore MInISte”aI Trade Agreements, and Plurilateral Trade Agreements)
Conference are summarized below.

This chapter reviews activities of the World Trade
Organization (WTQ)_m 1996. It also dgscr_lbes the Genera| COUﬂCIl
trade-related activites of the Organization for _ o _
Economic Cooperation and Development (OECD) for ~ The highest authority in the WTO structure is the
that year. The WTO is the principal body for Ministerial Conference, which is composed of
negotiation, implementation, and dispute settlement of representatives of all WTO members and is required to
international trade agreements. WTO activities meet at the Ministerial level at least every two years.
reviewed in this chapter include the Singapore The General Council is the highest authority when a
Ministerial Conference (SMC) and regu|ar WTO Ministerial conference is not in Session, and thus
committee activity. The SMC, the first biennial directs the daily work of the WTO. The General
gathering of WTO trade ministers, took stock of Council also convenes in the following forms when
activities of the organization during its first two years carrying out tasks assigned to those areas—
of operation and set an agenda for future WTO work. e Dispute Settlement Body (DSB)
Throughout the vyear, actions by standing WTO « DSB Appellate Body
comm?ttees concentrated on implementation c_)f WTO « Trade Policy Review Body
commitments by members as well as organizational . . _ _
issues. The OECD provides a forum for consultation  'n€ following major committees report directly to
and policy coordination on economic and trade issuestN® General Council— _
of interest to members. In 1996, OECD activities + Committee on Trade and Environment
included discussions on so-called new trade agenda ¢ Committee on Trade and Developntent
issues on the links and interaction between trade policy « Committee on Regional Trade Agreements
and a numper qf areas tradiFionaIIy .considered « Committee on Balance-of-Payments
domestic policy issues, including environmental Restrictions

policies, investment, competition policy, and labor. «  Committee on Budget, Finance, and

Administration

The World Trade e Working Parties on Accession
Organization

The WTO provides a permanent forum for member
governments to address their multilateral trade
relations as well as facilitate the implementation of the
trade agreements negotiated during the Uruguay

Multilateral Trade Agreements

Three subsidiary councils covering the WTO
multilateral trade agreements answer to the General
Council—

Round.  Figure 2-1 displays the organizational * Council for Trade in Goods

structure of the WTO. The following sections describe e Council for Trade in Services

1996 activities of the main WTO elements. In e Council for Trade-Related Aspects of
particular, activities of the General Council (including Intellectual Property Rights

13



Figure 2-1
WTO structure
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Source: The World Trade Organization.
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Council for Trade in Goods Council for Trade-Related Aspects

The Council for Trade in Goods oversees the of Intellectual Property Rights

multilateral agreements on trade in goods (found in The Council for Trade-Related Aspects of
Annex 1A of the WTO Agreemg?)t The following Intellectual Property Rights (TRIPs Council) oversees
agreements each have a committee or other body thathe Agreement by the same name (the so-called TRIPs
answers to the Council for Trade in Goods concerning Agreement, found in Annex 1C of the WTO

its respective agreement— Agreement). Each of the three WTO subsidiary
¢ General Agreement on Tariffs and Trade 1994 councils (goods, services, and intellectual property)
(GATT 1994%, may designate additional bodies to help it carry out its
e Agreement on Agriculture; task, although the TRIPS Council at present conducts
business under the TRIPs Agreement without further

e Agreement on the Application of Sanitary and
Phytosanitary Measures;

e Agreement on Textiles and Clothing;
¢ Agreement on Technical Barriers to Trade; P|uri|atera| Trade Agreements

e Agreement on Trade-Related Investment
Measures;

e Agreement on Implementation of Article VI
of the GATT 1993,

breakdown.

In addition to committees directing the multilateral
trade agreements, four plurilateral trade agreements
were carried forward into the WTO from the previous
regime under GATT 1947. The following plurilateral

¢ Agreement on Implementation of Article VIl agreements have oversight committees or councils that
of the GATT 1994; are also required to report to the General Council—

* Agreement on Preshipment Inspection; « Agreement on Trade in Civil Aircraft;

¢ Agreement on Rules of Origin; e Agreement on Government Procurement;

e Agreement on Import Licensing Procedures; e International Dairy Agreement; and

e Agreement on Subsidies and Countervailing e International Bovine Meat Agreement.

Measures; and
e Agreement on Safeguards

In addition, the following working parties also report The WTO MiniSteriaI
to the Council for Trade in Goods— Conference

e Working Group on Notification Obligations
and Procedures, and

¢ Working Party on State-Trading Enterprises. Introduction

The WTO held its inaugural Ministerial

. . . Conference in Singapore from December 9-13, 1996.
Council for Trade in Services The Conference’s aim was to review the state of the
The Council for Trade in Services oversees the multilateral trading system and to chart its future
General Agreement on Trade in Services (or GATS, direction. More than 120 current or prospective WTO
found in Annex 1B of the WTO Agreement). A members attended the Singapore Ministerial
number of committees, groups, and working parties Conference (SMC). Trade, Foreign, Finance,
report to the Council for Trade in Services concerning Agriculture, and other Ministers participated in the
various aspects of services trade and ongoingplenary and various multilateral, plurilateral and

negotiations— bilateral business sessiohs.
¢ Committee on Trade in Financial Services; Preparatory discussions during 1996 helped narrow
¢ Committee on Specific Commitments; some of the 40 informal proposals about what should

be placed on the Singapore agenda. These proposals
fell largely into five categories—Uruguay Round
implementation, the built-in agenda, additional

e Group on Basic Telecommunications;
¢ Negotiating Group on Maritime Transport

Services; . o .
) ) ) . liberalization, least developed countries, and new
* Working Party on Financial Services; and issues. Figure 2-2 outlines the basic features of these
e Working Party on GATS Rules. Ministerial agenda items.
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Figure 2-2
Agenda of the Singapore Ministerial Conference

Uruguay Round implementation

Numerous reporting requirements for far-reaching and technically complex disciplines have made it qifficult
for many countries to comply both administratively as well as substantively with the up to 22 agreemgnts
that comprise the Uruguay Round Agreements (URA). The ministers’ foremost priority at Singaporejwas to
review the considerable backlog of notifications and consider what improvements could be made to fgelp

existing URA mechanisms work better to ensure full compliance with current obligations.

Built in agenda

Services negotiations continued after the Dec. 1993 Uruguay Round conclusion in the areas of finangial

services, movement of natural persons, basic telecommunications, and maritime transport, and were
scheduled to conclude respectively by June 1995, June 1995, April 1996, and June 1996. These se
negotiations have been extended for the most part due to inadequate concessions in the
never-before-negotiated area of services. Ministers hoped that the SMC would reinvigorate these ta
especially those on basic telecommunications rescheduled to conclude in February 1997.

In addition, the current URA contain provisions that already call for either new negotiations at specifi

ctoral

ks,

pd

future dates (agriculture, services by 2000) or for periodic reviews at various times of virtually every fajor

agreement (e.g. textiles, subsidies, antitdumping, intellectual property, dispute settlement, the U.S. *|
Act) that set in motion implementation discussions that in effect amount to much the same thing.

ones”

The Committee on Trade and Environment, established by the April 1994 Marrakesh Ministerial Conjerence,

presented its initial findings to the SMC.

Tariff initiatives

Australia and Canada proposed that the SMC act as catalyst to liberalize market access over and al
in the existing URA and “built-in” agenda negotiations, both calling formally for new tariff cuts on indy
products to be put on the WTO agenda.

The EU and the United States advanced sectoral tariff elimination in pharmaceuticals and informatio
technology—the latter leading to the Information Technology Agreement (ITA) presently set to enter
force on July 1, 1997 for completion by 2000.

pve that
strial

—j

nto

Least developed countries

Least developed countries (LLDCs) have not integrated themselves into the world economy over the

past

decade to the degree that developing countries have. Studies by the World Bank and others have cgncluded

that some reforms in the URA could result in a worsening of the terms of trade for LLDCs. The WT(Q
Director-General and several key developed country participants urged that the SMC highlight the pl
such countries and adopt measures to address this problem.

ght of

New issues

Proposals for launching additional WTO work on “new” issues were put forward by various participarfts,
with intense discussions of possible new issues for WTO consideration held before the SMC. Menti¢ns of

labor standards, regionalism, competition policy, investment, and government procurement reached
declaration, whereas other issues were also discussed such as a review of WTO rules in light of the

he final
spread of

regional trading blocs and the increased “globalization” of the world economy.
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The United States sought commitments to further
liberalize trade in information technology products,
basic telecommunications, and financial services; to
continue agricultural reform; to advance observance of
internationally recognized core labor standards; to
balance trade and environmental concerns; and to
tackle such new topics as transparency in government
procuremen®. Another U.S. objective was that the
meeting set a business-like tone for future Ministerials
and demonstrate the WTO’s credibility as a forum for
meaningful consultation and continuous liberalizafion.

According to Acting USTR Charlene Barshefsky,
the SMC resulted in some important advances on a
number of U.S. objectives, particularly with respect to
information technology, government procurement,
labor rights, basic telecom, and agriculttffe.

In the Singapore Ministerial Declaration, the
SMC’s final outcome, WTO members committed
themselves to an open, rules-based trading system and
to observe internationally recognized core labor
standards. The declaration stressed members’ resolve

topics of concern to developing and
least-developed countries;

Multilateral trading issues, including the
challenges posed by growing integration
among national economies, regional trade
agreements, services negotiations, tariff
elimination on information technology and
pharmaceutical products;

WTO institutional issues, including
implementation, accession, and the
primacy of WTO dispute settlement in the
conduct of trade relations and settlement of
disputes; and

Other issues, including core labor
standards, textiles and clothing, trade and
the environment, and future work.

to fully implement Uruguay Round rulemaking, Uruguay Round Implementation

liberalization, and notification commitments as well as
those on settlement of disputes; called for completion

of the so-called built-in agenda of the Uruguay Round, felt

Many WTO members, including the United States,
strongly that existing provisions such as

including outstanding negotiations on basic implementation and the built-in agenda should be the
telecommunications and financial services; recognizesprincipal focus of Ministers’ attention at the SM€.
efforts to further lower tariffs; and launched While noting the existence of dissatisfaction with
exploration of WTO work into areas of investment, certain aspects at Singapore, Ministers termed overall
competition  policy, transparency in  public progress in implementation “generally satisfactdfy.”

procurement, and trade facilitation.

Ministers from 28 current and prospective WTO
members also issued a Declaration on trade in
information technology productd. The Declaration,
also known as the Information Technology Agreement
(ITA), had been sought by the United States. The

by

Compliance with natification requirements, a critical
part of proper URA implementation, “has not been
fully satisfactory,” the Ministers said. Ministers urged
countries to renew their efforts to become current in
their notification obligations while supporting efforts
relevant bodies to simplify the notification

‘ o T . .~ procesd®
declaration calls for the elimination of tariffs on certain P

information technology products. Ministers also recognized the importance of

integrating developing countries into the world trading
system, and the significant new commitments made by
developing countries in the Uruguay Round. They

The Singapore Ministerial pledged to improve technical assistance to such
members in making needed legislative changes and

Declaration preparing required notificatiort§.

The Ministerial Conference reached consensus ona One major concern to developing countries has
Declaration by the concluding session on Decemberbeen implementation of the Agreement on Textiles and
13, 1996. The Singapore Ministerial Declaratién, Clothing (ATC), which mandates integration of textiles
which will shape the work of the WTO over the and apparel trade into multilateral trade rules and
coming 2 years, covers— phases out the use of import quotas on textiles and

apparelt’ Exporting countries, represented largely by

¢ Trade and economic issues, including the the International Textiles and Clothing Bureau (ITCB),
importance of trade to economic growth, raised a number of concerns that they felt deserved

sustainable growth and development, and Ministerial attention. These concerns included
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complaints about integration programs that have modifications to the multilateral system that promote
postponed liberalization of trade in most commercially the goal of “sustainable development.”

meaningful items® perceived abuses of the The CTE reported to Ministers on the status of its
agreement's special safeguard measures, changes igjscussions on eight separate work items and made
rules of origin by the United States that have several recommendatiodd. The principal recom-
negatively affected their trade, and a lack of mendation was that the work of the Committee
transparency in decisionmaking by the WTO Textiles continue under its existing terms of reference. The
Monitoring Body, which oversees the ATC. CTE report also encourages multilateral solutions to
Importers said they had fuly met agreed €nvironmental problems of a transboundary or global

commitments and complained that sufficient account nature, notes the benefit of improved coordination
was not being taken of the gradual liberalization between national trade and environmental policy
already taking place via required increases in quota™Makers, encourages continued cooperation between the
levels. They had their own implementation concerns, WTO Secretariat and the Secretariats of multilateral
namely that developing countries had neither taken€nvironmental agreements (MEAs), and urges
steps to improve market access and to maintain fair andnembers of MEAs to first seek resolution of any
equitable trading for textiles, as called for in Art. 7 of dispute arising from imposition of a trade measure
the ATC, nor had they taken sufficient steps to preventpursuant to the MEA under the MEAs dispute
guota circumvention. Regarding special safeguards, itresolution mechanism.
was noted that the United States has only applied one  The United States joined a consensus to adopt the
new measure since mid-199%. report and appears to support its caution in certain
The Singapore Ministerial Declaration confirms areas, such as with respect to vyhether the WTO should
member  commitments  to  full and faithful P€ formally amended to take into account MEAs.

implementation of the ATC, stresses the desirability of _The positive el_e_mer_lts cited by the United States
progressive integration of textiles and apparel tradeInCIUded recognition in t_he report that trade measures
into multilateral trade rules, states that use of safeguardmay be needed_ to achleye envwonmentgl_objectlves,
measures should be “as sparing as possible,” and noteg"d that, subject to important conditions, the

concerns raised regarding trade distortive measures an&axceptlons contained in At XX of GATT 199.4
circumventior2® already allow a WTO member legitimately to place its

public health and safety and national environmental
goals ahead of its general obligation not to raise trade
. restrictions or apply discriminatory trade measdéfes.
The Built-In Agenda While noting the controversial issue of whether all
ecolabeling program8 are covered by the WTO
Agreement on Technical Barriers to Trade, the CTE
stressed the importance of following its procedural

This so-called built-in agenda includes negotiations on . ts including th ; d of
specialized services industries and an examination of cduirements, inciuding those on transparency, and o
ensuring that foreign producers have fair access to

whether and how the trading system can better support : . )
environmental objectives (see table 2-1). At gpolabe!|r1tg sc?er::é@. The tﬁ]m;te?thStatg_erregr:steredt
Singapore, Ministers reviewed the status of recently ISappointment,  however, - tha € as no

launched work on the environment, committed to significantly advanced  the — understanding ~ of

conclude ongoing negotiations on services, and agreeqenV|r()tnmen;[|§\l C?tnce:nts f\hn(: g\]/?/Erg]e lComrrr:ltteig Wa}[S
to a program of analysis and information exchange in as yet unwilling o state tha rules should no

advance of scheduled negotiations on agriculture andhamper th? | ag!lltyt_ O;FMEAS to achieve their
other topics. environmental objectives:

At Singapore, WTO Ministers reviewed the work
and terms of reference of the CTE. The Ministers
. agreed that the work of the CTE should continue under
Environment its existing terms of reference, that further work needs
In response to growing concern over conflicts to be undertaken on all items of its work program, and
between environmental and trade policy objectives, thethat they would welcome further participation by
1994 Marrakesh Ministerial directed the WTO to environmental as well as trade experts in the
establish a Committee on Trade and Environment Committee’s deliberatior® Although the United
(CTE)L to examine the relationship between trade and States had proposed to the CTE that WTO Ministers
environmental measures and to recommend endorse environmental reviews of trade agreements as

The URA commits WTO members to undertake
additional negotiations and review existing disciplines.
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Table 2-1: Highlights of the WTO’s Built-in Agenda

Year

Subject and Action Iltem

1996

Net Food Importing Countries : Ministers review the Decision on Measures Concerning
the Possible Negative Effects of the Reform Program on Least-Developed Countries at
the Ministerial Conference in Singapore

Environment: Ministers receive report from Committee on Trade and Environment and
decide whether to extend its mandate

1997

Textiles and Clothing: review of the implementation of the agreement
Preshipment Inspection: review of the operation and implementation of the agreement

Basic Telecommunications Services:  conclusion of the negotiations on basic
telecommunications by 15 February 1997

Financial Services: negotiations resume in April and conclude on 1 November 1997, at
which time participants in the interim agreement may, for a period of 60 days, modify or

withdraw all or part of their specific commitments and/or list MFN exemptions relating to
financial services

1998

Sanitary and Phytosanitary Measures:  review operation and implementation of the
agreement

Technical Barriers to Trade: review operation and implementation of the agreement

Intellectual Property Rights:  further negotiations start with a view to broadening and
improving the agreement

1999

Dispute Settlement Understanding:  full review of dispute settlement rules and
procedures

Government Procurement: further negotiations start with a view to improving the
agreement and achieving the greatest extension of its coverage among all Parties on the
basis of mutual reciprocity

Investment Measures: review operation of the agreement and discussion on whether
provisions on investment policy and competition policy should be included in the
agreement

2000

Agriculture: negotiations for continuing the process of substantial progessive reductions
in support and protection

2001

Textiles and Clothing: review implementation of the agreement

2004

Textiles and Clothing: review implementation of the agreement

Source: The World Trade Organization.
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a means of bringing environmental awareness to bearstate trading, export subsidies, and unjustifiable
when negotiating trade agreemeffts, the SMC sanitary and phyto- sanitary regulaticfs.
Declaration was silent on the maitér.

Tariff Initiatives
Serwcgs_ _ Introduction
~ Negotiations are under way to establish general  ajhough fulfilling existing provisions under the
disciplines and to build upon market access yra was considered of prime importance, a number of
commitments associated with the General Agreement\yro members sought to extend the scope of the
on Trade in Services (GATS)- Ministers termed the ., tijateral trade system by reaching agreement on
results of the various services talks thus far as “below ¢, ther liberalization of trade in information
expe_ctatlons” and_ statec_i that, “We are dete_rml_ned_ totechnology, as well as helping to better integrate the
obtain a progressively higher level of liberalization in 645t developed countries into the expanding world
services on a mutually advantageous basis. . . . In this;gqe system, and introducing “new” issues for

context, we look forward to full MFEN agreements cqnsideration as part of the WTO work program.
based on improved market access commitments and - e e
The Ministers welcomed two tariff initiatives taken

national treatment3! .
by a number of present and prospective members.

They pledged to “achieve a successful conclusion They noted that in a separate declaration, 28 countries
of the negotiations on basic telecommunications in or customs territories had agreed to eliminate tariffs on
February 1997" and “to resume financial services trade in information technology products on an MFN
negotiations in April 1997 with the aim of achieving basis. In addition, the Ministers noted, over 400
significantly improved market access commitments products had been added to the previously-agreed
with a broader level of participation in the agreed time “zero-for-zero” initiative on  pharmaceuticals.
frame.’82  Ministers added that they would aim at Although Canada and Australia had urged that
completing work on accountancy and on new industrial tariff liberalization be added to the WTO'’s

safeguards disciplines under the GATS by yearend pyilt-in agenda, no mention of such a change was made
1997. They looked forward to successfully concluding in the final declaration.

negotiations on maritime transport “in the next round
of services liberalization3® .
Information Technology Agreement
Acting USTR Charlene Barshefsky singled out the

Agriculture and IPR Infor_mation Technolo_gy Agreement (ITA) as a top

o ) ) ) priority for the United States at the Singapore

Negotiations on broadening and improving the \jinisterial36 Worldwide production of information

TRIPs agreement are to begin in 1998. Negotiationsechnology products amounted to nearly $1 trillion in
on continuing the process of reducing agricultural 1995 as trade in such products reached nearly $500
support and protection are to begin in 2000. pijion 37 a figure that makes information technology
Agricultural exporters, led by Argentina, had urged {ade comparable to the value of world trade in
formal preparatory work for the negotiations, whereas agricultural products. Seven countries or regional
some importers with heavily protected dom.estlc economic groups account for the bulk of world
markets, such as Japan and Korea, were described &gformation technology trade, according to the WTO:
being reluctant to begin discussing renewed janan the United States, the EU, Singapore, Korea,

liberalization. In the Singapore Declaration, the WTO Malaysia, and Taiwaf8 For a discussion of the origins
Ministers agreed to a process of analysis and qf the |TA, see figure 2-3.

information exchange on such built-in agenda issues,

noting that the work undertaken “shall not prejudge the .

scope of future negotiationd® Acting USTR Outcome at Smgapore

Charlene Barshefsky stated that, “Today’s Ministerial Agreement on product coverage and the schedule
Declaration guarantees that negotiations to continuefor phasing out tariffs remained the major hurdles to
the reform process in a number of areas, including concluding the ITA at Singapore. After intensive
agriculture, will remain consistent with the timetable negotiations, on December 12, 1996, the United States
agreed to in Marrakesh,” thus offering the United and the EU announced a plan to eliminate tariffs on
States an opportunity to address remaining obstacles tdTA products. Specifically, they had established the
U.S. agricultural exports, particularly import barriers, list of products to be included in the ITA. Various
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Figure 2-3
Origins of the Information Technology Agreement

Negotiation of an ITA was formally launched at the U.S.-EU summit in Madrid in December 1995.
initiative was just one of a large number of economic, political, and security measures announced in th
Trans-Atlantic Agenda to reinvigorate the trans-Atlantic partnership. Building on the recommendations

The
e New
f the

U.S. and EU business, the two sides committed to seek an agreement eliminating tariffs on infornmpation

technology products by the year 2000. The products proposed such an agreement included computer ha
semiconductors and integrated circuits, computer software, telecommunications equipment, parts fo
products, and other information technology equipment.

At their April 1996, meeting in Kobe, Japan, trade ministers from the United States, EU, Japan
Canada (the so-called Quad countries) endorsed the concept of an ITA and agreed to attempt to cd
negotiations before the December 1996 WTO Ministerial with a view to initiating tariff reductions on
products in 1997. Ministers also agreed that as many countries as possible outside the Quad should pal

rdware,
these

and
mplete
TA
[ticipate

inthe ITA, particularly APEC members such as Korea, Taiwan, Malaysia, Indonesia, Thailand, the Philippines,

Singapore, and China. Quad ministers tasked negotiators to work on product coverage.

However, at the same time, progress on the ITA was held up by the EU request for a “balanced” agrg
and by linking negotiations with other nontariff matters. EU concern focused on the possibility that the
would require the EU to grant more significant tariff concessions than the other Quad members. For ex
whereas the United States and Japan agreed in 1985 to apply zero rates on semiconductors, EU t
semiconductors today range from 0 to 7 percent (the duty on smart cards is 14 percent). As a result,
demanded that the ITA be a “balanced agreement” and grant “mutual benefits” by including tariff cuts in
sectors. Southern EU-member states in particular withheld support for the ITA unless they wou
compensated for tariff concessions.

EU efforts to link ITA progress to other activities focused on EU participation in the U.S.-Ja

ement
ITA
mple,
riffs on
the EU
other

d be

pan

Semiconductor Arrangement. The EU stated that the only acceptable result from the semiconductor

negotiations would be “the establishment of future industry-to-industry and government-to-govern

ment

cooperation on a tri- or plurilateral basis from the very start, without any form of conditionality . . . . ” Accorgling

to EU officials, EU semiconductor manufacturers strongly supported the linkage so that they could n
excluded from the benefits of the agreement. The EU also tried to link ITA support with progres
negotiations to conclude Mutual Recognition Agreements (MRAS) in a number of sectors. Despite
demands, the United States insisted that the ITA was a separate, simple tariff exercise and concl
semiconductor agreement with Japan on August 2.

Following conclusion of the semiconductor arrangement, U.S. and EU officials committed to explore]
the EU could join the semiconductor accord while making a commitment to conclude an ITA. Progres
difficult, as some EU member states continued to object to the ITA. The United States was detern

ot be
5 on
these
ided a

how
5 was
nined,

however, not to move forward without EU support. Otherwise, tariff cuts on a most-favored-nation (MFN)

basis under an ITA would permit the EU to be a free rider.

A resolution was finally agreed, which allowed Quad ministers to formally endorse the ITA at t
meeting September 27-28, 1996. The United States and Japan agreed to delay meetings scheduled (

heir
nder the

U.S.-Japan Semiconductor Arrangement until March, 1997, which would permit EU participation after

conclusion of the ITA. Quad ministers pledged to “work together urgently to conclude the ITA by the Singa
Conference.”

Soon after the Quad meeting, the EU-member states offered their support and granted the EU Comr
a mandate to negotiate the ITA. On November 25, 1996, APEC Leaders called for conclusion at the SM
ITA that would “substantially eliminate” tariffs by the year 2000.

\pore

hission
C of an
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products had proved problematic for one side or the product coverage may be necessary in limited
other, and several such products, such as optical fibercircumstances*® Participants that are WTO members
cables, were not included in the final product list. are to bind these concessions in their national tariff
Moreover, the United States and the EU had yet to schedules to GATT 1994 and, by virtue of doing so, to
agree upon the staging schedule for eliminating tariffs apply such concessions on an MFN-basis. Non-WTO
on such key products as semiconductors and local areanembers are to implement these measures on an

network equipment. autonomous basis and incorporate them into their
In return for EU acceptance of the ITA, the United \a/\\(l:-l(;gssrinoar‘;‘lfet access schedule for goods upon WTO

States tentatively agreed with the EU to eliminate - o _ o
import tariffs on brown distilled spirits such as cognac N addition to eliminating tariffs, several provisions

and whiskey by the year 2000 as well as to abolish of the ITA are intended to address concerns over
tariffs on white spirits, such as gin, as well as liqueurs, nontariff measures. The Declaration states that “Each
over five years beginning in 1999.Details of this ~ party’s trade regime is to evolve in a manner that
agreement were scheduled be worked out in earlyenhances market access opportunities for information
1997. With this tentative bilateral deal, attention technology products.” The regular meetings called for
turned to attracting additional signatories to the ITA. in the Agreement are to include consultations on

nontariff barriers to trade in information technology
On December 13, 1996, a total of 28 WTO current

) b . bout 8 roducts. WTO dispute settlement will be available to
or prospecgve members, representing a QUt N percenEarticipants believing their anticipated benefits under
of global information technology trad&, issued a

Ministerial Declarat Trade in Inf : the ITA are being nullified and impaired, whether or
|n|hster|a ecdaratlon on rﬁ N h!n nformation ¢ the measure in guestion conflicts with provisions of
'(Ij'ecl nog)g%/ I_Drc_) ucts. Amolr;g gt eat :ngs participants y,o - GATT 1994 Participants agreed to afford
deq are fj e|rh|ntec;1t|9n to dln han eliminate (_:fL_Js(tjoms sympathetic consideration to requests for consultations
uties anc ot er uties and charges on Speciiie ITAconcerning the undertakings outlined in the FPA.
products listed in the Annex. The 28 participants were _ L
Differences over classification of ITA products

Australia, Canada, the European Union (on behalf of X X
have also led to trade tensions, for example, in the case

its 15 member states), Hong Kong, Iceland, Indonesia, s ;
of EU reclassification of local area network equipment

Japan, Korea, Norway, Taiwan, Singapore, . df h ited hich i h
Switzerland, Turkey, and the United States. An Annex imported from the United States, which is now the

to the Declaration describes modalities for tariff subject of WTO dispute setilement. In an effort to

elimination and contains two attachments with product avoid such pro_ble_ms in the future, ITA participants
descriptions. agreed on achieving, where appropriate, a common

classification of these products within existing HS
The Ministers instructed their reSpective officials nomenclature. The use of two product IiStS, with both
to make good faith efforts to conclude technical equally binding on participants, was also intended to
discussions on product coverage and staging in Genevaectify such problems. The “A” list is presented in
and to complete this work by January 31, 1997, “so ascustoms nomenclature terms; the “B” list—also
to ensure the implementation of this Declaration by the referred to as the product “|andscape”_is presented in
largest number of participants.” In addition, they commercial terms for additional clarification. The goal
invited other members of the WTO to jOin the technical was to achieve maximum Certainty of product coverage
discussions and become participants in the ITA. in a sector hallmarked by rapid technological change
Nonparticipants will not be eligible to take part in the and continual product advances.
regular meetings envisaged to review ITA implemen- The ITA breakthrough at Singapore was
tation and coverag¥. In addition to the 28 countries highlighted by Acting USTR Barshefsky as the
formally_ signing the Decem_ber_ 13, 1996, ITA principal achievement at the SM€and welcomed by
Declaration, Malaysia, the Philippines and four other various leading U.S. firms and associations as a
countries reportedly have signaled their intention to valuable step offering concrete benefits to both

join the agreement.  Together these SIX Coun.mesproducers and consumérs.The American Electronics
comprise about26 percent of global information Association estimated that in 1995 U.S. exports of
technology tradé: products affected by ITA tariff elimination were $76.5
The Declaration stated that elimination of tariffs billion and that tariffs paid by U.S. information
and other duties was to be accomplished in equaltechnology exporters averaged $5 billion. ASEAN, the
stages beginning in 1997 and concluding in 2000. It EU, and Asian Newly Industrialized Economies (Hong
was, however, recognized that “extended staging of Kong, Korea, and Taiwan) account for the bulk of such
reductions and, before implementation, expansion of tariff charges’® Two leading U.S. information
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technology firms, Compag and IBM, estimated that on was a result of a “zero-for-zero” initiative by the
a global basis they will save over $100 million each as United States, whereby it offered to eliminate tariffs in
a result of the tariff elimination envisaged in the ¥A.  particular sectors in return for reciprocal commitments
by other trading partnePd. The 17 countries
. participating in the pharmaceutical zero-for-zero

ITA Timetable agreement also agreed to conduct a review, at least

Final conclusion and formal implementation of the once every 3 years, to identify products to be added by
ITA is slated to occur in 1997 provided that the rate of consensus to the national market-access schedules
participation and staging are acceptable to participants.section concerning pharmaceuticads.

The following steps are envisaged in the Declaration The first review was conducted under the auspices

and its Annex before the ITA is implemented on the o the WTO Council for Trade in Goods. The review
target date of July 1, 1997— resulted in agreement on the addition of 262
» Talksonthe phasing-in of tariff cuts aswell  pharmaceutical and 234 intermediate products to the
as any additions to product coverage and list of products, as well as the deletion of 25 products
country participation are to be concluded from the previously agreed list that had erroneously
by January 31, 1997. been included in the prior agreement. The 496
« Modifications to tariff schedules are to be products and their derivatives, as specified, are to be
submitted to other participants by March 1, provided duty-free treatment once the agreement is
1997. implemented. On October 11, 1996, the WTO was
« Reviews and consensus approval of tariff notified of these changes via a communication from
schedules are to be completed by April 1, the. EU on behalf of the members _c_onqerned_ (the
1997. Also by that date, a meeting is to be United States among the®. The notification said
convened under the auspices of the WTO that it had been agreed that duty-free treatment on the
Council on Trade in Goods to review the €xtra products and their derivatives would be
state of acceptances. Participants are to implemented by April 1, 1997.
implement the agreed changes “provided
that participants representing 90 percent of
world trade in information technology | east-Developed Countries

products have notified their acceptance, ) o
and provided that the staging has been At Singapore, Ministers adopted a draft WTO Plan

agreed to the participants’ satisfaction.” of Action for the Least-Developed Countries, aimed at
The WTO will calculate the share of world ~ providing a comprehensive approach for measures
trade covered. taken in favor of these countries. Least-developed
«  Each participant is to submit the approved countrie_zs (LLD(_:s) have beeq designateq since 19_71 by
modifications to its tariff schedule to the the United Nations Economic and Social Council on
WTO. In accordance with WTO rules, the basis of per capita income as well as more recently
these changes may be implemented after abY a numper of other socioecc_)nomic indicafdrs.
90-day period elapses. Thus, in order to be Nitiatives similar to the WTO action plan have been
implemented on July 1, 1997, the WTO launched by other multilateral agencies, including the
would need to be notified of the proposed United Nations Conference on Trade and Development
modifications by April 1, 1997. (UNCTAD), the World Bank, and the International

e Participants are to meet by September 30, Monetary Fund.

1997 to consider divergences in The WTO action plan foresees closer cooperation
classification of information technology between the WTO and other multilateral agencies, such
products20 as those that are engaged in promoting growth in the

LLDCs, through better coordination of national and
. international aid efforts, appropriate macroeconomic
Pharmaceuticals policies, and improved market access and supply-side
During the Uruguay Round, the United States and measures. The WTO has already been directed toward
16 other major trading countries had agreed to thethis goal by several ministerial decisions and
reciprocal elimination of duties on over 6,000 declarations taken under the Uruguay Round
pharmaceutical products and chemical intermediatesAgreements—
(the latter to be used primarily for the production of e the Decision on Measures in Favor of
pharmaceuticals) and their derivatives. The agreement Least-Developed Countries;
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» the Declaration on the Contribution of the Core Labor Standards

World Trade Organization to Achieving
Greater Coherence in Global Economic
Policymaking; and

e the Decision on Measures concerning the
Possible Negative Effects of the Reform
Program on Least-Developed and Net
Food-Importing Developing Countries.

The action plan agreed at Singapore focuses on
three main elements: implementation of the Decision
on Measures in Favor of Least-Developed Countries,
human and institutional capacity-building in LLDCs,
and possible improvements in market access. Under
the first element, WTO members will step up efforts to
help LLDCs meet their notification obligations. In
addition, the WTO Committee on Trade and
Development will review implementation of the
decision and promote more broadly the provisions

At Singapore, Ministers declared—

We renew our commitment to the
observance of internationally recognized core
labour standards. The International Labour
Organization (ILO) is the competent body to set
and deal with these standards, and we affirm
our support for its work in promoting them. We
believe that economic growth and development
fostered by increased trade and further trade
liberalization contribute to the promotion of
these standards. We reject the use of labour
standards for protectionist purposes, and agree
that the comparative advantage of countries,
particularly low-wage developing countries,

must in no way be put into question. In this
regard, we note that the WTO and ILO
Secretariats  will continue their existing

collaboration56

under the URA that favor LLDCs. Under the second _ o o
element, WTO members will give LLDCs priority The Clinton Administration had placed priority on
when providing technical assistance and will cooperate trade and labor standards among the new issues to be
closely with other multilateral agencies to help build discussed at Singapore. It had unsuccessfully sought to
human and institutional capacity in the trade area. Thishave a working party set up to examine the matter at
activity will include training courses for public and the April 1994 Marrakesh Ministerial, which closed the

private sector representatives and others supportingUruguay Round. Observance of core labor stanfrds
export diversification. Under the third element, Was a matter of concern as the administration considers
ministers were presented with an array of options from domestic labor groups are increasingly unlikely to
which they might choose that could improve the Support the trade liberalization needed to spur global
market access in developed countries for exports fromgrowth>8

LLDCs. These possibilities include granting duty-free A study released by the OECD in May 1996
access to LLDC exports, making use of the provisions examined the relationship between core labor standards
of the WTO Agreement on Textiles and Clothing t0 and trade flows. Based on a review of available
provide LLDCs with increased market access |iterature addressing a range of possible linkages, it
opportunities, extending benefits to LLDC suppliers concluded that concerns by developing countries that
unilaterally, and providing preferential market access gpserving core labor standards would undermine their
to LLDC exports. In addition, the WTO Secretariat economic performance or competitive position were
will assist nonmember LLDCs wishing to accede to the probably unfounded. Instead, it said, observance of

WTO in drawing up their Memorandum of the Foreign core labor standards may actually reinforce long-term
Trade Regime and their schedules of concessions ingevelopment prospect.

goods and commitments in services. _
In large measure supported by Norway, the United

States initially sought: (1) a political declaration on the
desirability of promoting internationally recognized
core labor standards and (2) the establishment of a
WTO Working Party to examine ways in which the
WTO might cooperate with other institutions in
identifying the links between trade and core labor
standards and a potential WTO role in furthering their
A number of proposals for new WTO work were observancé? Specifically, the United States sought to
put forth at Singapore and are set out here in order oflaunch “a non-negotiating and non-prejudicial dialogue
their appearance in the ministerial declaraf®rThese in the WTO on how observance of core labor standards
topics reflected various members’ priorities for work and trade liberalization can be mutually supportie;”
beyond the WTQO'’s built-in agenda. the United States was not proposing to negotiate wage

New Issues for WTO
Consideration

24



rates, harmonize labor costs or to justify protectionist members were of the view that the conference should
measure§? adopt tighter disciplines on RTAS,

These ideas generally met with lukewarm At Singapore, Korea successfully sought an
supporf3—or outright oppositioff—from  other explicit statement in the Ministerial Declaration on the
developed countries and virtually uniform opposition Primacy of the multilateral trading system in the
from deve'oping Countries_ Opponents Said that the COI’IdUCt Of trade I’e|ati0ns. In addition, Korea, Japan,
WTO lacked a legitimate role in fostering core labor Australia and other participants sought to expand the
standards. They added that linkage of trade and labormandate of the Committee on Regional Trade
standards would lead to abuse by protectionist Agreements to include an examination of the adequacy
interests and could undermine the comparative Of existing WTO rules and procedures on RTAs. This
advantage of developing nations. Both before andWould complement the Committee’s existing charge to
during the conference, the issue eluded consensus, untifonsider the systemic implications of regional trade
finally the United States reportedly threatened to agreements.
withhold its support for the entire declaration unless it Vigorous discussions regarding the systemic
attained some measure of satisfaction on the laborimplications of regional trade arrangements divided
issue. The language ultimately agreed has beenbetween those countries that do and those countries
interpreted variously, with the United States taking the that do not participate in RTAs. The former said it was
view that “This negotiation was extraordinarily premature to revise the newly created committee’s
difficult and the convergence of views achieved is no mandate until it had completed outstanding reviews,
small accomplishment . . . The effort made at whereas the latter felt strongly that existing rules and
Singapore will help ensure collaborative efforts procedures were inadequ&fe. U.S. negotiators in
between the WTO and the IL&Y Others stressed that particular appear reluctant to reopen current WTO
the declaration does not set the relation between tradeules, saying that insufficient attention is being paid to
and labor standards on the WTO agenda. existing rules and procedures and that many RTAs
among developing countries have not been duly
notified. The United States also believes that some of

Regionalism th.e EU’_s many preferent_ial agreements are inconsistent
with existing WTO requirements.

The Ministerial Declaration reaffirms members’
commitment to ensure that regional agreements areCompetition Policy

complementary to and consistent with WTO rules, ) o )
stating that— At Singapore, Ministers agreed to establish a

working group to—

study issues raised by Members relating to the
interaction between trade and competition
policy, including anti-competitive practices, in

order to identify any areas that may merit

further consideration in the WTO framewd¥k.

Present WTO rules permit regional trade The General Council is to determine after two years
agreements (RTAs) subject to certain requirements, how the work of this body will proceed. The existence
notably that such agreements have as their primaryor activity of the Working Party is not to prejudge

purpose to facilitate trade among signatories and do notyhether negotiations will be initiated in the future.
increase the general incidence of barriers to the trade of

non-parties. Regional arrangements must be notified
to the WTO and are subject to review and regular
reporting requirements.

The expansion and extent of regional trade
agreements makes it important to analyze
whether the system of WTO rights and
obligations as it relates to regional trade
agreements needs to be further clarifféd.

The multilateral trade system contains few formal
links to the distinct area of competition policy, also
known as antitrust polic{? Both areas of competition
and trade policy have similar goals of improving
Most WTO members agree that RTAs promote consumer welfare and ensuring economic efficiency
further liberalization and may speed integration of through fair competition among producers. However,
developing and transition economies into the world competition authorities increasingly face firms whose
economy. Nevertheless, with the rapid increase in bothreach extends beyond their jurisdictions and whose
the number and coverage of regional trade actions abroad may lead to trade frictions over
agreements—144 RTAs have been notified to the WTO questions of market access being obstructed,
involving nearly all of its 128 members—some WTO previously negotiated benefits being undermined, and a
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host of other issues with implications for domestic Alternatively, some developing country WTO members
consumers. The review of the WTO Agreement on would prefer exploring issues concerning trade and
Trade-Related Investment  Measures  (TRIMs investment in a broader forum such as UNCTAD.
Agreement)—scheduled as part of the URA before

2000—is in part designed to present the multilateral

trade system with the opportunity to augment the Transparency in Government

agreement with complementary provisions addressing Procurement

competition policy, among other issues. _ o
. At Singapore, Ministers agreed to—
As the principal advocate, the EU sought to launch

a WTO work plan on competition at Singapéte. Establish a working group to conduct a study
Other countries, such as Korea and Japan, made it clear ©ON transparency in government procurement
that such competition work would also need to include ~ Practices, taking into account national policies,
issues related to trade policy such as subsidies and @and based on this study, to develop elements for
antidumping’2 The United States said that—although inclusion in an appropriate agreemefit.

it favors development of sound antitrust policies No deadline was set for completion of these tasks.
worldwide—it could only support a much narrower Technical assistance by the WTO Secretariat will be
and “educative” endeavor by the WTO because the available to facilitate participation by less-developed
United States believes that the time is not ripe to countries in this work.

launch negotiations on a comprehensive framework of In April 1996, the world's four major trading

73
WTO rules powers—the United States, the EU, Japan, and
Canada—agreed “to initiate work on an interim
Investment arrangement on transparency, openness, and due

process in government procurement, which would help
At Singapore, WTO Ministers agreed to “establish to reduce corruption as an impediment to tradeThe

a working group to examine the relationship between goal was to conclude such an agreement by yearend

trade and investment” on the understanding that the1997.

work “shall not prejudge whether negotiations will be

initiated _in the future” and shall be “without prejudice step towards broader acceptance of disciplines in an
to Worl_< n UNCTAD" _and other for&" The Ge_neral area heretofore exempted from multilateral WTO rules.
Council is to determine after 2 years how its WOrk o 1o broaden participation in the plurilateral WTO
should proceed. Agreement on Government Procurement (GPA) have

Comprehensive, widely applicable rules designed met with limited success, partly because the
to liberalize foreign direct investment (FDI) do not yet agreement’s disciplines are considered too rigorous and
exist; instead, some 1,160 bilateral, regional, and complex by potential signatori€8. At present, the
plurilateral agreements currently govern FDI. During GPA contains extensive disciplines with respect to
the Uruguay Round, an expanded WTO role in nondiscrimination and transparency, but applies to just
investment was created; however, investment coverage23 WTO members.

under these provisions is far from complete. Further The proposal advanced by the United States in

consideration of investment provisions is likely by or May was for a strictly procedural WTO agreement

before 2000, the scheduled date to review the TRIMsintended to ensure transparency, openness, and due

égreemlerj; as well as to r;znedw n_egoStlatl(_)ns ungifrtsheprocess in government procurement. It was envisaged
ﬁnera gre;mer}t_on race |r: :rwces_ _( )that such an agreement would be applicable to all
where a number of investment-related provisions are\y o members and would commit members  to

also found.

The proposal was primarily intended as an interim

publicize procurement opportunities, set out specific
WTO members differ on whether and where to evaluation and award criteria, and provide an
negotiate new international rules on investment. The opportunity to challenge procurement decisions before
United States considers negotiations taking place in thean independent review authority. The interim
OECD to conclude a multilateral agreement on agreement would apply to both goods and services and
investment by May 1997 as the best chance to obtain avould be subject to the WTO’s dispute settlement
high-standard investment agreemént. The United understandin§! It was made clear that such an
States took the position at Singapore that it “is satisfied arrangement would not deal with the existing price and
that the WTO work program on investment will not other preferences for national suppliers. Agreeing to
endanger the OECD investment negotiatioffs.” negotiate such an interim agreement would not imply a
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commitment to join the GPA, the United States sometimes seriously. In general, committees took into
explained. By the SMC, a considerable degree of consideration notifications made through October
consensus had been attaifédsuch that Ministers 1996, gauged against an approximate total of 111 WTO
could agree to establish a working group aimed at members at that time that were required to submit
developing such an agreement. notifications (the EU-15 counted as a single member).

General Councif®

The General Council functions as the foremost
WTO body overseeing implementation of the Uruguay
Round Agreements (URA) and operation of the WTO
in the absence of a ministerial level conference such as
at Singapore in December 1996. In addition, the
General Council also convenes in the form of the
Dispute Settlement Body (DSB) as well as the Trade
Policy Review Body (TPRB) to carry out the separate
tasks charged to those bodies. The Council for Trade
in Goods, Council for Trade in Services, Council for
Trade-Related Aspects of Intellectual Property Rights
report to the General Council. In addition, several
committees outside of the subsidiary council structure
report directly to the General Council—

Committee on Trade and Environment
(reports to the ministerial conference when in
session);

Committee on Trade and Development (plus
its Subcommittee on Least Developed

Other Issues

In addition, several institutional issues were raised
at Singapore—accession, WTO goals, WTO
decisionmaking, as well as launching a new round of
multilateral ~ trade  negotiations. Regarding
membership, the ministerial declaration stresses that
applicants for membership—such as China—must
contribute “to completing the accession process by
accepting WTO rules and offering meaningful market
access commitments,” while at the same time Ministers
hoped to bring the 28 present applicants “expeditiously
into the WTO system® Regarding WTO goals, the
Declaration states, “In pursuit of the goal of sustainable
growth and development for the common good, we
envisage a world where trade flows fre€l§,alluding
to comparable goals set out in RTAs such as the
Asia-Pacific Economic Cooperation forum and the
Free Trade Area of the Americas. Neither issue of a
WTO steering committee nor of launching a new round
of multilateral trade negotiations was addressed in the AN
final declaration, although the idea of launching a Countr.les), )

“Millennium Round” is reported to have “received Comm!ttee on Regional Trade Agreements;
wide support from developed and developing + Committee on Balance of Payments
countries.85 Restrictions; and

e Committee on Budget, Finance, and
Administration.

WTO Committee ACt|V|ty During 1996, the council considered the following

administrative matters: the finalization of goods and
services schedules and the protocol of accession for the
; United Arab Emirates; the composition of the Textiles
Introductlon Monitoring Body; reports from the Committee on
The regular review of WTO committee activity Balance of Payments Restrictions and the Committee
during 1996 took place in the context of the first report on Budget, Finance, and Administration; the
to the ministerial conference since the establishment ofestablishment and approval of the rules of procedure
the WTO on January 1, 1995. Rather than limiting the for the Committee on Regional Trade Agreements; and
scope of review to the calendar year, as done under théhe establishment of a working party under the
previous GATT 1947 system, each committee typically Preshipment Inspection Agreement. In addition, the
reported activities from the time of its initial meeting council extended waivers concerning implementation
in mid-1995 through preparation of its report in fall of the Harmonized System (HS); extended waivers
1996. In general, the committees met roughly three orconcerning renegotiations of schedules; extended the
four times during this 1995-96 period, adopted time limit for the introduction of HS changes to WTO
individual rules of procedure and reporting formats for schedules of tariff concessions originally set for
their committees, and examined the implementation of January 1, 1996; and extended waivers for preferential
their respective agreements. A foremost concern of thetrade arrangements involving developing countries.
various committees was the extent to which The council heard statements from members about
notifications—needed to gauge compliance with the particular issues, as well as considered other issues
various agreements’ obligations—continued to lag, such as derestriction of WTO documents; cooperation
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with intergovernmental and nongovernmental organi- Haiti, St. Kitts and Nevis, Benin, Grenada, United
zations as well as their possible observer status; andArab Emirates, Rwanda, Papua New Guinea, Solomon
Islands, Chad, Gambia, Angola, Bulgaria, and Néder.

At Singapore, the General Council took action on a
number of further requests for accession. The council
approved the protocol of accession and the report of

WTO membership reached 128 on December 13,the working party for Mongolia and Panama. The
1996 (table 2-2). In addition, there were another 33 council established WTO working parties (some
countries in various stages of seeking accession to thdransformed from working parties under GATT 1947)

staff-related matters such as pensions.

Membership and Accessions

WTO (table 2-3). During 1996, the following 16

to examine the accession

request of Georgia,

countries acceded to the WTO—Qatar, Fiji, Ecuador, Kazakstan, Kyrgyz Republic, Oman, Saudi Arabia,

Table 2-2

WTO Members (128 as of December 13, 1996)

Angola

Antigua and Barbuda
Argentina
Australia

Austria

Bahrain
Bangladesh
Barbados

Belgium

Belize

Benin

Bolivia

Botswana

Brazil

Brunei Darussalam
Bulgaria

Burkina Faso
Burundi

Cameroon
Canada

Central African Republic
Chad

Chile

Colombia

Costa Rica

Cote d’lvoire

Cuba

Cyprus

Czech Republic
Denmark

Djibouti

Dominica
Dominican Republic
Ecuador

Egypt

El Salvador
European Community
Fiji

Finland

France

Gabon

Gambia

Germany

Ghana
Greece
Grenada
Guatemala
Guinea

Guinea Bissau

Guyana
Haiti
Honduras
Hong Kong
Hungary
Iceland
India
Indonesia
Ireland
Israel

Italy
Jamaica
Japan
Kenya
Korea
Kuwait
Lesotho
Liechtenstein
Luxembourg
Macau
Madagascar
Malawi
Malaysia
Maldives
Mali

Malta
Mauritania
Mauritius
Mexico
Morocco
Mozambique
Myanmar
Namibia
Netherlands
New Zealand
Nicaragua
Niger

Nigeria

Norway

Pakistan

Papua New Guinea

Paraguay

Peru

Philippines

Poland

Portugal

Qatar

Romania

Rwanda

Senegal

Sierra Leone

Singapore

Slovak Republic

Slovenia

Solomon Islands

South Africa

Spain

Sri Lanka

St. Kitts and Nevis

St. Lucia

St. Vincent and the
Grenadines

Suriname

Swaziland

Sweden

Switzerland

Tanzania

Thailand

Togo

Trinidad and Tobago

Tunisia

Turkey

Uganda

United Arab Emirates

United Kingdom

United States

Uruguay

Venezuela

Zambia

Zimbabwe

Note.—WTO membership as of December 13, 1996. Zaire acceded to the WTO on Jan. 1, 1997.
Source: WTO, “Membership of the World Trade Organization,” WT/L/113/Rev.5, Nov. 15, 1996; WTO website at

http://www.wto.org/memtab2_wpf.html.
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Table 2-3
Countries seeking membership through WTO Working
December 13, 1996)

Parties on accession (33 as of

Albania Congo Laos Oman Ukraine
Algeria Croatia Latvia Panama Vanuatu
Armenia Estonia Lithuania Russian Federation Vietnam
Belarus Georgia Macedonia Saudi Arabia Uzbekistan
Cambodia Jordan Moldova Seychelles Zaire
China Kazakhstan Mongolia Sudan

Chinese Taipei Kirgyz Republic Nepal Tonga

Note.—Countries seeking membership as of December 13, 1

Source: WTO, “Membership of the World Trade Organization
http://www.wto.org/memtab2_wpf.html.

Seychelles, Tonga, and Vanuatu.

WTO working party on March 22, 1996. China was
invited to revise its current proposals or make new

ones so that new impetus can be given to China’s

The Working Party
on the Accession of China held its first meeting as a

996. Zaire acceded to the WTO on Jan. 1, 1997.

" WT/L/113/Rev.5, Nov. 15, 1996; WTO website

the Committee on Trade and Development,
where working parties may be established
to examine regional trade agreements
involving trade preferences among
developing countrie3

accession negotiations and work regarding the several

annexes to its draft accession protocol can adv&hce.
Since December 1994, work on China’s accession ha
been conducted in informal meetiritfs.

Committee on Regional Trade
Agreement$0

The majority of WTO committees had a

counterpart under the GATT 1947 system. In February

1996, however, the WTO established a new
committee—the Committee on Regional Trade
Agreements (CRTA)—to consolidate the many

The work program of the CRTA includes over 30
sregional trade agreements that GATT/WTO members
have notified through October 1996 (table 24).
Whereas the vast majority of working parties are
established under the Council for Trade in Goods (or
previously under GATT 1947), one working party has
been established under the Committee on Trade and
Development to examine MERCOSUR (which will use
relevant provisions of both GATT 1994 and the
Enabling Clause in its examination) and two working
parties were established under the Council for Trade in
Services, one to examine trade in services concerning
NAFTA and another concerning the EU enlargement to
15 member§>

separate working parties that were previously created

under the GATT to review the formation of regional
trade arrangements for consistency with multilateral
trade rules. The committee held its first meeting May

In addition to the CRTAs mandate to examine
individual regional trade agreements for their
consistency with multilateral rules and procedures—

21-22, 1996, and, at later meetings, consideredthose adopted by the Council for Trade in Goods,

procedural matters and adopted a work program.

Regional trade agreements may be notified to one

of three WTO bodies, each on a different basis—

the Council for Trade in Goods, where
working parties may be established to
examine regional trade agreements
involving goods3!

the Council for Trade in Services, where
working parties may be established to
examine regional trade agreements
involving service®? or

Council for Trade in Services, and Committee for
Trade and Development—the terms of reference for
the CRTA also include consideration of the “systemic
implications” of regional trade agreements for the
multilateral trading system and development of
recommendations to be presented to the General
Council. Discussions on systemic issues have been
intense but as yet remain unresolved, with some
members advocating changes to Article XXIV while
others highlight that the committee’s mandate already
charges it to examine all regional trade agreements—
including those among developing countries even
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Table 2-4
Regional trade agreements notified for
WTO examination

Notifications carried over—
EU Enlargement: Austria Finland Sweden (goods)
NAFTA (goods)
EFTA-Hungary
EFTA-Israel
EFTA-Poland
EU-Czech Republic
EU-Hungary
EU-Poland
EU-Slovak Republic
MERCOSUR: Argentina Brazil Paraguay Uruguay
NAFTA (services)
EU Enlargement: Austria Finland Sweden (services)
EU-Bulgaria
EU-Romania
EU-Estonia
EU-Latvia
EU-Lithuania
EFTA-Bulgaria
EFTA-Romania
EFTA-Slovenia
EU-Turkey

Notifications before June 1996—
Faroe Islands-EU
Faroe Islands-Iceland
Faroe Islands-Norway
Faroe Islands-Switzerland
Slovenia-CEFTA

Notifications after June 1996—
EFTA-Estonia
EFTA-Latvia
EFTA-Lithuania
Romania-Czech Republic
Romania-Slovak Republic
EU (services for EU-12 under the Treaty of Rome)

Source: WTO, “Attachment |— Status of Examination of

Regional Trade Agreements,” Report (1996) of the
Committee on Regional Trade Agreements to the

General Council, WT/REG/2, Nov. 6, 1996, pp. 6-7; and

WTO, “Regional Trade Committee Set to Examine 23

Agreements This Year,” Focus, June-July 1996, No. 10,

p. 10.

if they are not notified under Article XXIV and at

times are not notified at df

Dispute Settlement Body

Introduction

reports resulting from consultations, four have been
forwarded to the WTO Appellate Body—on
reformulated gasoline, taxation of alcoholic beverages,
cotton and man-made fiber underwear, and desiccated
coconut. Appointment of members to the Appellate
Body was finalized in November 199%.0n February

15, 1996, working procedures for the Appellate Body
were circulated and on February 21, 1996, the
Appellate Body received its first case.

Reformulated Gasoline Panel and
Appeal

In April 1995, the WTO established its first dispute
panel to examine a complaint by Venezuela concerning
standards set by the United States for conventional and
reformulated gasoline that Venezuela claimed
discriminated against imports of gasoline. Brazil
joined this dispute in May 1995, and the joint panel
issued its findings in January 19Y%.

The panel found that in certain instances the
treatment of gasoline imports under the regulation
issued by the U.S. Environmental Protection Agency
(EPA) was inconsistent with certain provisions of
GATT 1994, notably Article 111:4 (National
Treatment), and that this treatment could not be
justified under Article XX (General Exceptions), the
article often used to justify action taken for
environmental purposes that may conflict with
multilateral trade rules.

On February 21, 1996, the United States appealed
the panel findings. On April 29, 1996, the Appellate
Body upheld the findings of the panel report that the
EPA provisions do not comply with WTO rules, but the
Appellate Body did adjust certain reasoning by the
panel related to the conservation of exhaustible natural
resources under Article XX. The Appellate Body
report and the panel report as adjusted were adopted on
May 20, 1996-01

Alcoholic Beverage Tax Panel and
Appeal

In September 1995, the WTO established a dispute
panel to examine a complaint by Canada, the European
Communities, and the United States that taxes on
certain liquors in Japan discriminated against imported
liquors. A joint panel issued its findings in July 1996,
finding that the Japanese tax system that levied a

As of January 7, 1997 the DSB had received 64 substantially lower tax on a domestic alcohol
requests for consultations dealing with 44 distinct (“shochu”) than on imported alcohols (such as
matters since it began operation in January 1995, withwhiskey, cognac, or white spirits) was inconsistent

seven active panels under w&y. Of the final panel
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On August 8, 1996, Japan appealed the panel
findings. On October 4, 1996, the Appellate Body
upheld the findings of the panel report that the
Japanese Liquor Tax Law is inconsistent with Article
Il but the Appellate Body did adjust certain legal
reasoning by the panel. The Appellate Body report and
the panel report as adjusted were adopted on
November 1, 1996. On December 24, 1996, the United
States applied for binding arbitration to determine the
reasonable period of time for implementation by Japan
of the recommendations of the Appellate B&%R.

Underwear Panel and Appeal

In March 1996, the WTO established a dispute
panel to examine a complaint by Costa Rica regarding
U.S. restrictions on imports of cotton and man-made
fiber underwear, applied under the transitional
safeguards provision of the WTO Agreement on
Textiles and Clothing (ATC}93 The panel report was
circulated to WTO members on November 8, 1996,
concluding that U.S. action was inconsistent with
Article 6 of the ATC. On November 11, 1996, Costa
Rica filed a notice of appeal concerning the
permissible temporal scope of application of
transitional safeguard action under the A,

Desiccated Coconut Panel and
Appeal

In March 1996, the WTO established a dispute
panel to examine a complaint by the Philippines
concerning countervailing duties on imports of
desiccated coconut imposed by Bra2i. The panel
report was circulated to WTO members on October 17,
1996, concluding that the provisions relied on by the
Philippines were inapplicable to the dispute. On
December 16, 1996, the Philippines notified its

United States vs. Canada’s measures con-
cerning periodicaldi®

United States vs. Japan’s measures
affecting consumer photographic film and
paperil!

EU vs. United States’ measures concerning
the Cuban Liberty and Democratic Soli-
darity Act112and

United States vs. India’s patent protection
for pharmaceutical and agricultural chemi-
cal productg13

Operation of the DSB

The committee report by the DSB included several
initial overall observations on the operation of the DSB
during 1995 and 1996. First, the number of matters
referred to the DSB under the WTO has been
considerably greater than was the case under the
GATT. The major trading partners remain the main
participants, both as complaining and responding
members, but developing country members have made
increasing use of the dispute settlement system under
the WTO. Second, there have been a significant
number of settlements reached under the DSU, not
only as a result of panel decisions but moreover
following consultations that have led to settlements
without formal panel procedures. Third, following a
General Council decision adopted in July 1996,
transparency for the WTO dispute settlement system
has increased in that all WTO documents—including
panel reports unless otherwise specified—are to be
circulated as unrestricted subject to certain
exceptiongd14

Trade Policy Review Body®

The Trade Policy Review Mechanism (TPRM) was

decision to appeal against certain issues of law andestablished provisionally in 1989 as part of the

legal interpretations of the parié€f

Active Panels

Panels active at the end of 1996 were examining
the following seven complaints—

India vs. U.S. measures affecting imports
of woven wool shirts and blous&%?

Ecuador, Guatemala, Honduras, Mexico,
United States vs. EU regime for the import,
sale, and distribution of banan$:

United States, Canada vs. EU measures
affecting meat and meat products
containing hormonet®9

Montreal mid-term review of progress of the Uruguay
Round and formally established under the WTO as part
of the Uruguay Round Agreements. Reporting to the
General Council, the task of the TPRB is to evaluate
the full range of individual members’ trade policies
and practices and their impact on the functioning of the
multilateral trading system. The TPRB has reviewed
approximately half (57 of 108, counting the EU-15 as
one) the members of the WTO—those accounting for
98 percent of all members trade in goods and
services—at least once since 1989. These evaluations
take place on different review cycles—every two years
for the four largest trading countries or entities in
world trade (the “quad” members—Canada, the EU,
Japan, and the United States), every four years for the
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next 16 largest economies, every six years for however, were unable to implement these changes in
remaining WTO members, with a longer interval time. As a result, in 1996 the committee extended 33
envisaged for least developed economies. In 1996,waivers for amendments to the HS through April 1997.
members agreed to make every second review of theln addition, the committee also extended 11 waivers as
“quad” members an interim review and, if need be, to a result of Article XXVIII (Modification of Schedules)

apply greater flexibility in scheduling reviews for all
countries.

half of WTO members under the TPRM and thus into
the multilateral trading systefd®

The TPRB also recognized that greater
efforts may be needed to better integrate the remaining

renegotiations that were still outstanding.

Committee on Agriculturelld
The committee has focused on agricultural market

During 1996, the WTO Secretariat reviewed the access commitments, particularly tariff and quota
following 15 countries as part of the TPRM to assess commitments as well as agricultural safeguards, in its
these countries’ trade policies for consistency with Systematic review of the provisions of the agreement.
WTO multilateral trade rules: Morocco, Venezuela, This focus has generated a number of questions
Dominican Republic, Czech Republic, Switzerland, concerning tariff rate quotas (TRQs) such as how to
Singapore, Norway, Zambia, Colombia, Korea, New allocate TRQs between countries receiving preferential

Zealand, Brazil, United States, Canada, and EI and nonpreferential terms, to state trading enterprises,
Salvador. how to auction off licenses for such TRQs, and similar

questions that may relate to the connection between the
WTO Agreements on Agriculture, Import Licensing,
Council on Trade in GOOdJS;W and Trade-Related Investment Measures. Unlike many
committees, notifications to the Committee on
The Council on Trade in Goods is the largest of the Agriculture seem to have been satisfactory although at
three subsidiary councils (goods, services, and times incomplete or submitted late. Future issues for
intellectual property), overseeing operation of 13 the committee will include export credits to help
multilateral trade agreements and their 12 prevent the circumvention of export subsidy
corresponding committees set out below in order of commitments as well as preparations for new
appearance in the URA. The WTO Agreement on agriculture negotiations to be initiated one year before
Preshipment Inspection (PSI) has no committee, the end of the 1995-2000 implementation period.
although the Independent Entity called for in the
agreement for purposes of settling PSI disputes became . )
operational in 1996. In addition, several other bodies Committee on Sanitary and
also report to the Council for Trade in Goods, such as Phytosanitary Measures20
the Working Party on State Trading Enterprises, the
Working Group on Notification Obligations and
Procedures, and regional agreements involving trade in
goods that are notified to the council before being
referred to the Committee on Regional Trade
Agreements.

The Committee on Sanitary and Phytosanitary
Measures oversees implementation of the Agreement
on the Application of Sanitary and Phytosanitary
Measures. In 1996, it adopted working procedures and
established lists of national enquiry points to respond
to requests for information regarding sanitary and
phytosanitary (SPS) measures, to be updated regularly.

. The committee also established lists of national
Committee on Market ACCGSélS notification authorities, those authorities responsible

The committee supervises the implementation of for notifications concerning sanitary and phytosanitary
Uruguay Round concessions relating to tariffs and measures. The committee began drafting guidelines for
nontariff measures, including concessions by accedingthe practical implementation of article 5.5 (Assessment
countries, addressing market access issues not coveredf Risk and Determination of the Appropriate Level of
by another WTO body. In addition, the committee Sanitary or Phytosanitary Protection), which aims to
covers matters related to the WTO Integrated Dataachieve a consistent application of different levels of
Base (IDB). Nearly all WTO members use the SPS protection against risks to human, animal, or plant
Harmonized Commodity Description and Coding life or health without becoming a disguised restriction
System (HS), a customs nomenclature administered byon international trade. @ The committee is also
the World Customs Organization (WCO). In 1993, developing a procedure to monitor harmonization of
amendments were agreed to the HS that were to takeSPS measures along the lines of existing international
effect January 1, 1996. A number of countries, standards.
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Textiles Monitoring Body121 made by the United States in 1995 and 1996 as well as

) o ] 7 by Brazil. Members responding from the importer
The Textiles Monitoring Body (TMB) consists of &  camp indicated that these actions were perfectly

chairman and 10 members appointed to oversee th§ggitimate and consistent with the provisions of the
implementation of the Agreement on Textiles and ggreement. Nonetheless, the Singapore Ministerial
Clothing (ATC). ~ The ATC requires notificaions pecjaration confirmed the commitment of WTO

concerning (1) restrictions under the Multifiber mempers to the full and faithful implementation of the
Arrangement (MFA) that were in force at the end of Arc as well as directing that the use of safeguard

1994 that were carried over to the ATC (article 2.1), (2) measures under ATC provisions should be as sparing
the first stage integration of textile trade under GATT 4q possiblé22

1994 rules (articles 2.6 and 2.7), (3) non-MFA
restrictions remaining in place (article 3.1), and (4) _ _ _
transitional safeguards regarding textile trade (article Committee on Technical Barriers to

Only four WTO members (Canada, the EU, The committee discussed implementation of the
Norway, and the United States) notified MFA Agreement on Technical Barriers to Trade (TBT)
restrictions to be carried over into the ATC. Forty-two through one-time and periodic notifications. These
members—most  of  those that were SO included national laws and regulations concerning
required—notified the products that they were required standards (article 15.2); standards bodies required and
to integrate into GATT 1994 on January 1, 1995, under those that have volunteered to accept the Code of Good
terms of the ATC. Twenty-nine countries notified that practice under Annex 3(c); changes in technical
they maintained non-MFA restrictions, although a regulations and conformity assessment procedures;
number of these further elaborated that the measuresstablishment of national enquiry points to answer
notified did not actually restrict trade or were being trade-related technical questions about technical
phased out. Only seven WTO members renouncedregulations, standards, and assessment procedures; and
their rights to use the transitional safeguards for textile standards agreements reached with other countries that
trade permitted under the ATC, whereas 51—a may have significant trade effects. However, by late
substantial part of the membership—notified their October 1996, only 42 WTO members had notified
desire to retain the right to use them. The remaining their laws and only 60 bodies (of an estimated 600 or
half of WTO members have failed so far to notify more standardizing bodies worldwide) had notified
whether or not they wish to retain the right to use theseacceptance of the code. The committee also discussed
provisions. environmental labelling programs and measures

In 1996, the Council on Trade in Goods held (“ecolabelling”), including with the Committee on
discussions about the implementation of the ATC in Trade and Environment. The issue involved is whether

which concerns were expressed that the first stage ofecolabelling schemes, in particulgr criteria based on
integration programs carried out by four importing NonProduct processes and production methods (PPMs),
members in January 1995 had not been commercially®® covered under provisions of the TBT Agreement.

meaningful. Papers submitted by representatives of

both the exporter camp (such as Brunei, Hong Kong, Committee on Subsidies and
India, Indonesia, Korea, Malaysia, Pakistan,

Philippines, Singapore, Thailand) and the importer Countervalllng Measure5124

camp (such as Canada, EU, Norway, United States) The committee created an Informal Group of
helped focus discussions. At issue was that virtually Experts in 1995 and also established in 1996 a
all products integrated during the first stage had neverPermanent Group of Experts. The informal group will
before been subject to quantitative restrictions, and help develop an understanding among members on the
further concerns were raised that the second stagecalculation of ad valorem subsidization (Annex IV of
integration in January 1998 may not be any more the agreement). The permanent group will help with
commercially meaningful. As a consequence, the advice on prohibited subsidies and related matters
progressive improvement of access to markets and theunder the agreement. The committee reviewed
smooth transition from MFA to GATT/WTO available notifications, which are to include full
disciplines was being disrupted. Similar complaints subsidy notification, subsidies inconsistent with the
from the exporter camp were made concerning the useagreement, subsidies maintained as part of
of transitional safeguards permitted under the transformation into a market economy, nonactionable
agreement in particular the 25 consultation requestssubsidies, subsidies linked to privatization programs,
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countervailing duty laws and regulations, and tariff classification; and (3) substantial transformation,
semiannual reporting of countervailing duty action as determined by supplementary criteria. The first
taken. The committee also concluded that additional phase is largely completed except for two remaining
efforts are needed to submit full and complete notifi- issues—one, the origin of recovered articles shipped
cations on a timely basig> beyond the boundaries of the consumer country (such
as scrap metal or parts shipped abroad for recovery)
and, two, goods produced on ships or vessels offshore
Committee on Antidumping which leads to the unr_esolved_ definition of the ter_m
Practice5126 “country.” Phase two is ongoing, even as work WI||
soon commence on phase three. The committee
The committee received and examined notification expressed concern over lagging notifications; by
of members’ antidumping laws and regulations as well October 1996, about one-half of the members had
as antidumping actions také#’ The committee also  notified their nonpreferential and preferential rules of
requested notification of the competent national origin as required.
authorities involved in initiating antidumping action.
The committee formed an Ad Hoc Group on

Implementation to discuss topics and prepare . . .
recommendations for the committee on issues Wherecomrnlttee on Import Llcen5|ngl3o

agreement seems possible.  The committee also  The committee received notifications of laws and
authorized the chairman to undertake informal yeqylations pertinent to import licensing. These include
consultations to develop a framework for future potifications concerning sources where licensing
discussions on the issue of anticircumvention, nrocedures are published (article 1.4a), responses to the
including the possible scope of the issue and whetherannyal questionnaire on import licensing procedures

existing mechanisms might not be sufficient. The (article 7.3), and the conformity of domestic legislation
committee also concluded that additional efforts are oy Jicensing with the agreement (article 8.2b).

needed to submit full and complete notifications on a Tyenty-four developing country members have
timely basis. notified their delayed application of the automatic
licensing provisions (article 2.2) permitted under the
agreement. The committee expressed concern over
Committee on Customs lagging notifications. In addition, Guatemala,
Valuation 128 Honduras, Mexico, and the United States requested

_ _ o ) consultations with the EU in the committee concerning
The committee examined notification of national e gy import regime regarding bananas.

legislation and adopted the decisions agreed as part of

the URA concerning customs valuation. A large

number (51) of developing country members notified

their delayed application of the agreement permitted COmmittee on Trade-Related
under article 20.1, and the committee recommended to|nyestment Measure$31

the Ministers at Singapore that technical assistance for

effectively implement the agreement. from members of trade-related investment measures

inconsistent with the agreement, as well as notification

from other members that they have no TRIMs. By fall

; 129 1996, roughly 24 countries had notified TRIMs that are
Committee on Rules of Ongm" not in conformity with the agreement. The committee
The committee  officially launched the recognized that issues raised concerning these
Harmonization Work Program on July 20, 1995, in natifications include their timing and adequacy, the

conjunction with the Technical Committee on Rules of recent introduction or modification of measures
Origin (TCRO) established under the auspices of the covered under the agreement, and the consistency of
World Customs Organization. The program, with notified measures with other WTO agreements—such
TCRO work scheduled for completion by July 20, as the Agriculture Agreement or Subsidies Agreement.
1998, has three phases: (1) the definition of goodsThe committee also recognized that a future issue for it
wholly obtained in one country, and of minimal to consider is whether provisions on investment policy

operations or processes not conferring origin; (2) and competition policy should supplement the

substantial transformation, represented by changes inagreement.
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Committee on Safeguard$32 Working Party on State Trading

In 1996, the committee adopted its rules of Enterprlsesl34

procedure and proceeded with its examination of The working party was established in early 1995 as
notifications made. These notifications include part of the Understanding on the Interpretation of
safeguard laws and regulations (article 12.6); Article XVII of GATT 1994. Article XVII pertains to

pre-existing Article XIX measures (article 12.7); state trading enterprises and the working party is
so-called “grey area” measures (articles 11.1 and 12.7);,charged with reviewing notifications on these
timetables for elimination or legitimation of such enterprises, and with ultimately developing a list of
nonconforming grey area measures (article 11.2);relationships between governments and such
initiation or other action concerning safeguard enterprises. In 1996, the working party began to review
measures (article 12.1); and required consultationsthe new and full notifications received from members.
(article 12.5). The working party has received 45 such notifications

. . since its establishment (counting the EU-15 as one).
The committee expressed concern over lagging

notifications, observing that only about 60 percent of . . .
members had submitted their safeguards legislation byVWOrking Group on Notification

October 1996 even though the deadline to do so hadObligations and Procedure$3®
been in March 1995. The very few natifications of The working group was formed following the

pre-existing Article XIX measures also raised the establishment of the WTO to review the notification

ql;]ei';:on of vl\;hethher fefw_lsgcih dmteatsurest_ e>t<t|15ted Iorobligations and procedures under the agreements in
:Ntelgggnemd ers have fglagee ?h ate to n'fc)t ity em. gAnnex 1A to the WTO Agreement, the agreements
ate and again in , the commitlee reviewe involving trade in goods. The group sought to

notifications from Korea, the United States, and rationalize requirements, avoid duplication, and

subsequently B“’?‘Z"n concerning the initiation - of improve compliance with notification obligations
safeguards investigations. because of the important role played by timely and
complete notifications in carrying out the URA,
particularly given the increase in such notifications
i ; ; resulting from the Round. The working group
Preshlpment Inspectlon Entlty concluded that there were 175 notification obligations
On May 1, 1996, the independent entity established or procedures resulting from Annex 1A, falling into
by the General Council in December 1995 under the three categories—(1) periodic or regular notifications,
WTO Agreement on PSI became operational. The of which there were 26 semiannual, annual, biennial, or
agreement sets out standardized procedures fortriennial notifications; (2) one-time notifications, to
preshipment inspections—the practice of employing provide startup information of existing situations at the
specialized private companies to check shipment entry-into-force of the various URA; and (3) ad hoc
details such as price, quantity, and quality of goods notifications, required when a WTO member takes
ordered overseas. PSI is currently employed by somecertain action. The group concluded that, once the
30 developing countries, mainly in Africa, to heavy burden of one-time notifications was met, only a
compensate for inadequacies in administrative few areas might warrant actual changes in reporting
infrastructure and thus to avoid trade delays and requirements so as to avoid duplicative notification—
safeguard national financial interests. The agreementfor example, in the areas involving the WTO
calls for an independent review procedure to resolve Agriculture Agreement and Subsidies Agreement.
disputes between an exporter and a PSI agency. Theé\nother conclusion concerned the need for extensive
independent entity (IE) will be jointly administered by and focused technical assistance for at least certain
an organization representing PSI| agencies—thedeveloping country members in order to improve the
International Federation of Inspection Agencies rate of compliance with notification obligations for the
(IFIA)—and another representing exporters—the URA.
International Chamber of Commerce (ICC). A single
independent trade expert or a three member panel, . : .
selected from the list of experts maintained by the IE COUﬂCIl fOf Trade In SerV|ce1336
from nominations, will decide a dispute referred to it Beginning in 1995 and continuing into 1996, the
by majority vote within eight working days from its Council for Trade in Services discussed and adopted
being filed133 To date, the IE has received no requests various rules and procedures, such as for modification
for an independent review. and rectification of national schedules of commitments
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in services and for notifying established contact points Financial Services Negotiations
regarding services. In addition, several other bodies

also report to the Council for Trade in Services: the
Committee on Specific Commitments, Committee on

Trade in F_|na_nC|aI7 Serwce_s,_ Group on  Basic Second Protocol to the GATS), agreed in July 1995.
Telggommunlcanon!«,\?’ Ne_gotlatmg .Group ON " The interim agreement entered into force September 1,
Maritime  Transport Services, Working Party 0n 1996 and will continue through 1994 Schedules of
Professional Services, and Working Party on GATS commitments attached to the interim agreement may be
Rules. modified or withdrawn during the final 60-day period

_ ) ) of the agreement, starting November 1, 1997, in effect
A number of trade agreements involving services jnitiating new negotiations on trade in financial

were notified to the council under GATS article V  services. The committee intends to resume discussions

(Economic Integration), which were forwarded to the concerning these new negotiations in April 1997.

Committee on Regional Trade Agreements for

examination concerning their consistency with

GATT/WTO trade rules and disciplines.  These nayement of Natural Persons

notifications included the “Economic Integration <L

Agreement” submitted by the EU (modifying the Negot|at|ons

Treaty of Rome regarding services for the EG382 The Agreement on the Movement of Natural

prior to enlargement), Australia and New Zealand’s Persons (formally, the Third Protocol to the GATS)

Closer Economic Relations, and three EU agreementswas concluded in July 1995 as part of the extended

(so-called Europe agreements) separately with theService sector negotiations beyond the end of the

Slovak Republic, Hungary, and Poland. Uruguay Round. It was opened for acceptance through

June 30, 1996. The deadline for acceptance was

The Committee on Specific Commitments and the extended through November 1996, so that several

Working Party on GATS Rules are involved with mempers could complete their gcceptance_procedures

developing procedures that help administer the GATS (Belgium, Greece, Portugal, Spain, and Switzerland).

framework agreement, as well as being involved

previously with services negotiations indicated under

the GATS built-in agenda. During 1996, the Group on Telecommunications Services

Basic Telecommunications, the Negotiating Group on Negotiations

Maritime Transport Services, and the Working Party on

Professional Services were involved in completing the

extended negotiations originally indicated for

particular service sectors at the December 1993

conclusion of the Uruguay Rouié®

The Committee on Trade in Financial Services was
involved during 1996 in ensuring the adoption of the
Interim Agreement on Financial Services (formally, the

The Negotiating Group on Basic Telecom-
munications (NGBT) began deliberations in May 1994
and concluded in April 1996 as part of the extended
negotiations on service sectors following the
conclusion of the Uruguay Round. However, despite
. . ) . conclusion of the NGBT negotiations on April 30,

The- Committee  on Spe.cmc. Comm|t.ments IS 1996, participants agreed to further extend the deadline
developing procedures to assist with technical aspectspjj February 15, 1997 regarding commitments to be
of commitments made in the national schedules onade under national schedules—negotiations  that
services. The Working Party on GATS Rules is continued in the Group on Basic Telecommunications
considering how to implement the negotiations built (GBT).
into the GATS. These include Article X (Emergency
Safeguard Measures) negotiations on emergency,, .
safeguard measures in servié#3, Article XIlI

During 1996, the NGBT endeavored to conclude
Agreement on Basic Telecommunications Services
o (formally, the Fourth Protocol to the GATS), scheduled
(Government  Procurement)  negotiations 0N 4 anter into force January 1, 1998. Once in force, the
government procurement in servicéd, and Article  gehedules of commitments on basic telecommuni-

XV (Subsidies) negotiations on trade-distorting cations services will constitute part of the GATS

subsidies in servicéd'? The Singapore Ministerial  schedules in force since January 1, 1985 The
Declaration noted that more analytical work will be protocol agreed in April 1996, along with the

needed in these three areas of emergency safeguardgommitments negotiated by February 1997, is open for
procurement, and subsidit® acceptance until November 30, 1997.
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At the April 1996 conclusion of negotiations, there market access and national treatment, and foreign

were 53 full participants and 24 observers who adoption of pro-competitive principles. U.S.
submitted 34 schedules of commitments representingnegotiators urged the adoption of a reference paper
48 governments. These schedules reflectedtabled in the NGBT setting out pro-competitive

commitments in the areas of voice telephony; local, principles, not only to establish agreement on common
long distance, and international telephone service; dataregulatory approaches to basic telecommunications,
transmission services, cellular and other mobile but to preserve the meaningfulness of commitments on
telephone service; private leased circuit services; andvalue-added telecommunication services, which were
satellite services. Thirty of the 34 schedules embracedscheduled prior to December 1998, The
commitments related to procompetitive regulatory telecommunications annex guarantees access to
disciplines  involving  competition = safeguards, infrastructure necessary to provide value-added
interconnection, licensing, and the independence of services, but does not impose disciplines in areas such
regulators. The following section summarizes the as leased line pricid§? and interconnection
objectives of the basic telecommunications talks, requirement®2 which significantly affect the
commitments made by major U.S. trading partners, andcompetitive position of value-added service providers.
the outcome of the negotiations. Pro-competitive principles include:

e safeguards against anti-competitive
practices, including cross-subsidization,

ObJeCtlveS of the Negotlatlons among monopolies or other firms with

The Ministerial Decision establishing the NGBT market power;
mandated conclusion of negotiations regarding basic « timely and cost-based interconnection
telecommunications services by April 30, 1996. under non-discriminatory terms, condi-
However, after the United States indicated that current tions, rates, and quality;

offers were not sufficiently trade liberalizing,
participants agreed to extend negotiations further. The
Council for Trade in Services issued on April 30, 1996
the Decision on Commitments in Basic Telecom-

e transparent and nondiscriminatory
universal service requiremeht8 that are
no more burdensome than necessary;

munications  that established a  one-month * transparent and publicly available licen-
period—from January 15 to February 15, sing criteria and reasons for denial;
1997—during which members could improve, modify, e independence of regulators and suppliers
or withdraw their offers and list of MFN exemptions of basic telecommunication services; and
without penalty. In addition, the Decision replaced the . pub"cation of international accounting
NGBT with the GBT. rates.

The Ministerial Decision directed members of the In short, the ultimate objectives of negotiations

NGBT to negotiate with a view to the “progressive gyer basic telecommunication were to benefit
liberalization of trade in telecommunication transport telecommunication service suppliers by increasing
networks and serviced*” The telecommunications  jnvestment opportunities and establishing competitive
annex to the GATS defines transport networks as themarkets abroad; benefit telecommunication consumers,
“telecommunication infrastructure which permits including multinational corporations, by achieving

telecommunications between and among defined |gwer prices and broader service offerings; and
network termination pointst*®  Consequently, the increase business opportunities for manufacturers of

talks focused not only on basic service provisions, but telecommunication, computer, and  aerospace
on ownership and control of telecommunication equipment54

facilities.

During negotiations, the United States endeavored : :
to obtain a level of openness similar to that of the U.S. Summary of .Commltments on Basic
market after passage of the Telecommunications Act OfTeIecommunlcatlons
1996. The Act provides for competition in the local, OECD Member Countries. Although the
long distance, and international calling markets, European Union and the United States had not
through all telecommunication infrastructure (e.g., negotiated mutually acceptable offers by the April
wireline, radio-based, and cable television), and allows 1996 extension, they did negotiate such offers by the
for 100 percent indirect ownership of U.S. fall of 1996. Both scheduled commitments that reflect
telecommunication firm4® Specific aspects of the recent efforts to deregulate and liberalize their markets
U.S. approach were to obtain foreign commitments to for telecommunication services. The 1996 U.S.
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Telecommunications Act provided a liberal trading and percent to 49 percent. An exception pertains to cellular
investment environment in the United States, while the services, where Mexico scheduled commitments that
ongoing implementation of the European Com- allow 100-percent foreign ownership. Mexico also
mission’s telecommunication directives established the scheduled commitments that accord foreign service
liberal climate in the European Union. The United providers full market access and national treatment
States and the EU largely granted one another rights towhen providing all services except domestic satellite
acquire 100-percent equity in all basic service services, for which foreign providers are required to
providers and telecommunication  faciliti®, use Mexican infrastructure until 2002.

including satellite service providers and satellite Like Mexico, Korea improved its offer shortly
faC|I|t|e_s.155 Inaddition, both partners scheduled pefore the negotiation's end. Korea increased foreign
commitments that allow foreign firms to provide qynership limitations on facilities-based providers
essentially all basic telecommunication services. fom 33 percent to 49 percent by 2001: on Korea
Finally, ~both partners adopted all of the 1g1ecom from 20 percent to 33 percent by 2001; and
pro-competitive regulatory principles outlined in the o ce|jylar service providers from 49 percent to 100
reference paper. Although the EU Qnd the United percent by 2001. Beyond this, Korea scheduled
States encouraged other OECD trading partners t0qommitments providing foreign firms with full market
liberalize their .telecommunlcatlon sectors to a similar access and national treatment as of January 1, 1998,
extent, most did not. and adopted the reference paper on pro-competitive

Despite objections lodged by the United States and"egulatory principles in its entirety.

the EU, Japan declined to remove a 20-percent foreign  Asia. Telecommunication service markets in Asia
ownership cap pertaining to its two largest carriers, are relatively small compared to the North American
Nippon Telegraph and Telephone Corporation and European markets and many regions within Asian
(NTT)1®7 and Kokusai Denshin Denwa (KDBY® countries are underserved by telecommunications
However, Japan did schedule commitments that allow services. For these reasons, many governments in Asia
100 percent foreign ownership of all other service feel obligated to protect their telecommunication
providers and facilities and adopted the reference papeimarkets. Foreign firms, noting the same reasons,
on pro-competitive regulatory principles in its entirety. identify Asian markets as those with the most potential
At the end of the negotiations, the United States for growth162 U.S. negotiators consistently expressed
expressed concern that Japan's ownership restrictionghe belief that a “critical mass” of good offers could
might permit others, particularly developing countries, not be realized without significant liberalization among
to better justify their own ownership limitatioh3? key Asian markets. In this sense of striving for a

The United States’ two largest telecommunication critical mass, the Umted St"?“es aqd .others wgwed the
offer tabled by India as disappointing. India only

service tradin artners, Canada and Mexico, also . .
gp committed to guarantee a 25 percent foreign

remained steadfast in their restrictions on foreign investment limit. rather than its existin i
ownership. Canada retained a restriction that imposes a estment access » rather than 1is existing ceiling

46.7 percent ecuity cap on foreign ownership of all oo FRET P8 A ENEE L D eatment
basic telecommunication service providers except. . . : ’
ndicating that market entry may be subject to

those providing services through submarine cables and . ds test | dditi hile Indi
mobile and fixed satellites. Canada imposed no egon(t)n;m nete.s estlng.f tﬂ a f||on, whrie ndia
foreign ownership restrictions on the latter. Canada’s 00PIC certain parts ot ihe relerence paper on
reluctance to remove its restriction on foreign pro-competitive principles, it altered the language of

investment was not well received, as the offers of "oy of the principle_s addressing_ competitive
several low-income developing countries allowed more safeguards, interconnection, regulatory independence,
foreign participation than did Canada. The United and the allocation of scarce resources. India also was
States responded to Canada’s unwillingness tothe fir;t trading partner to list an MFN _exemption
eliminate the foreign investment limitation by listing pertaining to devising cost—base_d accounting réigs,
an MFN exemption for one-way satellite transmission pos§|bly spurred by the Inter'natlonal Settlement Rates
of direct to home (DTH) broadcasting, direct broadcast Notice of Proposed Rulemaking (NPRM) issued by the

) o . o Federal Communications Commission (FCC) on
I DBS)L60 I . .
22:3::516(1 S§? and digital audio transmission December 19, 1996. Sri Lanka, Pakistan, Bangladesh,

and Turkey all subsequently took MFN exemption
Mexico revised its offer the day before the pertaining to accounting rates. By contrast, the offer
negotiations concluded, increasing its foreign equity submitted by Malaysia was seen as a breakthrough late
limits on all telecommunication services from 40 in the negotiations. Malaysia rolled back foreign
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investment caps, permitting 30 percent foreign basis or through resale of existing network capacity. In
ownership of existing telecommunication operators, all, 56 countries scheduled commitments that allow, or
and adopted the reference paper in its entirety. will phase in, foreign ownership or control of many or
Malaysia’s offer was perceived as particularly all telecommunication service providers and facilities;
forthcoming in light of the fact that its public 55 trading partners adopted pro-competitive regulatory
telecommunication sector accounts for 2.5 percent of principles that reflect, in part, the U.S.
its gross domestic product, the highest percentage ofTelecommunications Act of 1996; and 56 countries
any country in the region according to the International guarantee market access to some or all
Telecommunications Uniotp4 telecommunication services and facilities, with 50 of
these guaranteeing access to satellite services and

Latin America. The offers from the Latin i NSt
h satellite facilitiest

American trading partners generally improved throug
the end of negotiations. Between the April 30, 1996 The landmark agreement will not only provide a
extension and February 15, 1997, nine Latin American means of enforcement, but will, for the first time, open
and Caribbean countries submitted new offers. up to foreign competition the rapidly growing markets
Brazil improved its offer the day before the in Sout_heast Asia, Latin America, and Africa. While
conclusion of negotiations by offering to phase out its the United States and Europe account for more than
49-percent foreign equity limits on cellular and satellite Nalf of the world's  $600 bilion a year
transport services by July 1999, while scheduling a {€l€communication revenue, the average annual

commitment to establish cellular telephone duopolies 'venue growth of 9.7 percent in developing countries,
in each designated market. Brazil's offer remains quite Tom 1990 to 1995, was more than double the average

restrictive compared to other Latin American trading @nnual growth of 4.1 percent in industrial countries
partners and does not offer any significant OVer the same perl_dd'? Additionally, it is projected

liberalization of foreign investment improvements or that over the next five years developing countries will
improve foreign access to satellite services and "€duire $60 billion a year in capital investment for
facilities. However, Brazil's offer binds forthcoming (€/€communications, expanding potential markets for
telecommunications legislation that U.S. negotiators Y-S- _manufacturers of telecommunication equip-
note may liberalize Brazil's telecommunication sector mentt3

more than that of several other Latin American

marketsl6°

Argentina ended negotiations on a potentially Maritime Transport Services
disturbing note, indicating an intention to retreat from Negotiations
its formerly liberal offer regarding foreign provision of
satellite-based services and access to satellite facilities
reflecting the tone of satellite regulations issued by the
government of Argentina in January 19¢%. In the
end, Argentina took an MFN exemption regarding
foreign access to geostationary fixed satellite systems,
but otherwise made relatively liberal offers with
respect to foreign provision of other services and
access to other facilities.

The Negotiating Group on Maritime Transport
Services (NGMTS) began deliberations in 1994 and
concluded in June 1996 as part of the extended
negotiations on service sectors following the
conclusion of the Uruguay Round. There were 56 full
participants and 16 observers at the April 1996
conclusion of these negotiations of which 35 members
made commitments on maritime transport services.
The group discussed issues in maritime transport
involving international shipping, auxiliary shipping
Conclusion of the Negotiations services, access to port facilities, and multimodal

transportation. Negotiations were suspended on June

On February 15, 1997, the GBT successfully 28, 1996 because some participants considered that an
concluded an agreement that enters into effect Januarynsufficient critical mass of offers had been tabled.
1, 1998. The accord binds 69 countries, covering 91 The talks are to be resumed and concluded as part of
percent of $600 billio’ in annual global the comprehensive negotiations on trade in services in
telecommunication revenué® Since the April 30, 2000 called for in the GATS Article XIX (Negotiation
1996 extension, 46 trading partners improved their of Specific Commitments). Until January 2000, the
offers169 and 21 countries submitted new offéf8.  participants agreed not to apply measures concerning
The agreement provides market access for local, maritime transport services so as to improve their
long-distance, and international service through any negotiating position, although they may liberalize such
means of network technology, either on a facilities servicest’4

39



Professional Services Discussions subject matter (particularly article 70.2); statements
. h K fessional regarding the revocation of patents; technical
During 1996, the Working Party on Professional cooperation particularly for developed country

S'erwc.es rfWEPsl)Aconcentrateq onl |tsh wgrk pl)rogram, members; and cooperation with the World Intellectual
given in the ina ct to examine (1) the deve op_ment Property Organization (WIPO).
of multilateral disciplines, (2) the use of international .
standards, and (3) the establishment of guidelines for  In late 1995, the Council for TRIPs adopted several
the recognition of qualifications such as mutual decisions to help structure the required notification of
recognition agreements. The WPPS has focused firsthational legislation on intellectual property in 1996.
on the field of accounting. In 1996, the WPPS held These included procedures for notification of national
seminars regarding domestic regulation in the laws, a possible common register of such laws and
accounting sector to take account of work done in both regulations, the format for notiﬁcations, and a checklist
private (for example, by the International Federation of regarding enforcement of these laws. By November
Accountants, the International Accounting Standards 1996, a substantial number of notifications had been
Committee) and multilateral organizations (OECD, Submitted and a schedule to review national
UNCTAD). The WPPS drew up a list of priority issues implementing legislation during 1996-97 was set up.
that will include requirements and regu|ati0ns The council reviewed IegiSlation in 1996 Concerning
concerning professional qualifications and other trademarks, geographical indications, and industrial
necessary licenses; establishment of Commercia|dESignS, and will continue in 1997 to review Iegislation
presence; nationality and residency; professional ©n patents, integrated circuit design, proprietary
liability; and entry and temporary stay. The WPPS business information, and anticompetitive business
also progressed in developing draft guidelines to help Practices.
negotiate mutual recognition agreements in the field of | 1996, the council received notification of
accounting. In the Singapore Ministerial Declaration, disputes concerning Article 70 (Protection of Existing
members agreed to aim to complete work in the field sypject Matter) in two areas. In February 1996, the
of accounting by the end of 1997 United States initiated dispute settlement proceedings
concerning sound recordings (see below), and notified
the council of a mutually agreed solution in October.

[ - In July 1996, the Unite tates initiate ispute
Council for Trade-Related ly 1996, th d s d d
settlement  proceedings concerning delays in
Aspec'g(ﬁof Intellectual Property notification of mailbox provisions under the
agreement. The United States requeste ispute
Rights he United d di
settlement panels to examine the failure to implement

Intellectual Property Rights (TRIPs Agreement) these provisions in India and in Pakistan on July 2 and

entered into force with the establishment of the WTO 4, 1996, respectivefy!®

on January 1, 1995. However, the provisions of the An Agreement between the WIPO and the WTO
TRIPs Agreement contain a general one-year gracewent into effect beginning January 1, 1996. The
period before any WTO member is obliged to apply its WIPO-WTO Agreement—approved by the council at
provisions. For developing country and transition the end of 1995—relates to cooperation in the access to
economy WTO members, the grace period is five yearsnational laws and regulations concerning intellectual
under article 65.1 (Transitional Arrangements), that is, property, the implementation of Paris Convention
by January 1, 2000. For all members, however, thearticle 6ter (National Emblems) through the TRIPs
most-favored-nation and national treatment provisions Agreement, and technical assistaht®.

(TRIPs articles 3, 4, 5) became applicable from 555 guring 1996, the council considered—but in
January 1, 1996. Thus, provisions of the TRIPS gonarai did not resolve—items related to future
Agreement only began to become effective beginning negotiations under the TRIPs Agreement, often

in January 1996 and then only partially for certain referred to as the built-in agenda. These issues include
members. a review of the provisions providing protection for
During 1996, major items considered by the geographical indications as well as entering into new
council included required notifications; national negotiations to increase this protection (articles 23 and
intellectual property laws and regulations that had been24), patentable subject matter (article 27), dispute
notified; the operation of the agreement, particularly in settlement provisions (article 64), as well as
regard to disputes over so-called mailbox provisions implementation of the TRIPs Agreement once its
(articles 70.8, 70.9Y7 and the protection of existing transitional provisions have expired (article 71).

The WTO Agreement on Trade-Related Aspects of
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Sound Recordings Round negotiations, entering into force on January 1,

On February 9, 1996, the United States requestedlggf' The tr?PA1971:91 will cot-eX|st GW'th s ¢
consultations with Japan concerning the term of predecessor—ine greement on t>overnmen

protection afforded sound recordings in Japan. TheProcurement (GPA 1979) concluded as one of the

TRIPs Agreement requires a 50 year term of protection 10KYO Round.code%§3 By the end of 1996, there
for sound recordings whereas Japan only providedWere ten parties to the GPA 1994 (table 2-5). The
recordings a 25-year protection period. The United agreement will enter into effect for Korea in 1997. The
States, joined by the EU, held consultations with JapanWTO Committee on Government Procurement
on March 4, 1996 to discuss why owners of rights to approved the accession of Hong Kong in September
sound recordings produced between 1946 and 19711996 and the agreement will enter into force for Hong
(the 1996 entry into force of the provisions under the Kong following its submission of its instrument of
TRIPs Agreement less a 50- and 25-year protectionratification. In addition, accession negotiations have
term, respectively) were being denied exclusive rights also been completed for Liechtenstein and Singapore,
to these sound recordings. The EU requested its ownand Chinese Taipei is in the process of completing
consultations with Japan, which were held on June 24, pilateral negotiations with other signator?@é_
1996, joined by the United States as an interested
party!®0 On December 26, 1996, the Government of  During the period under revieW# the Committee
Japan promulgated amendments to extend protection taion Government Procurement considered modifications
1946 and provide retroactive protection for sound of appendices to the agreement, accessions, procedural
recordings, thus terminating dispute _settlement matters, a practical guide to the agreement, a loose-leaf
proceedings on a mutually satisfactory ba8is. system for updating the agreement’s appendices, and
statistical reporting under the agreement, as well as
other matters. In late 1995, the EC and the United
States submitted modifications to their appendices that

Plunlateral Ag reements extended mutual benefits under the GPA to reflect their
During the 1973-79 Tokyo Round, nine bilateral agreement negotiated during the signing of the

sector-specific agreements (the so-called Tokyo RoundURA in Marrakesh in April 1994.
codes of conduct) were concluded under the GATT;
these agreements—referred to as ‘“plurilateral”
agreements—were binding only on those GATT
members that signed them rather than being
“multilateral” agreements binding on all GATT
contracting parties. Under the WTO Agreement, five s
of these agreements became multilateral agreementsA\IFCl'af
applicable to all WTO members—those concerning
antidumping, subsidies, technical barriers to trade (or ~ During Uruguay Round negotiations through 1993,
“standards”), customs valuation, and import licensing. as well as thereafter in 1994, efforts to introduce
The four remaining Tokyo Round agreements were technical changes that would adapt the 1979
carried over into the WTO as plurilateral Agreement on Trade in Civil Aircraft (Civil Aircraft
agreements—the  agreements on  governmentAgreement) to the new WTO framework were
procurement, civil aircraft, bovine meat, and dairy unsuccessful. Since the 1995 establishment of the
products. WTO, the committee overseeing the agreement has
continued to consider ways to bring the 1979
Agreement into conformity under the legal structure
that established the WTO. The application of the
Agreement %ngovemment agreement in its present form creates considerable legal
Procurement uncertainty, according to the committee chairman,

The Agreement on Government Procurement including the lack of a clear forum for consultations
(1994) was concluded in parallel with the Uruguay and effective dispute settlement proceddfés.

Agreement on Trade in Civil
t 186
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Table 2-5
Members of WTO Plurilateral Agreements

AGREEMENT ON GOVERNMENT PROCUREMENT

(1994)
Aruba Japan
Canada Korea
EC-15 Norway
Hong Kong Switzerland
Israel United States

AGREEMENT ON TRADE IN CIVIL AIRCRAFT

Austria Luxembourg
Belgium Macau
Bulgaria Netherlands
Canada Norway
Denmark Portugal

EC Romania
Egypt Spain

France Sweden
Germany Switzerland
Ireland United Kingdom
Italy United States
Japan Greece

(ratification pending)

INTERNATIONAL DAIRY AGREEMENT

Argentina Norway
Bulgaria Romania
EC Switzerland
Japan Uruguay

New Zealand

INTERNATIONAL BOVINE MEAT AGREEMENT

Argentina New Zealand
Australia Norway
Brazil Paraguay
Bulgaria Romania
Canada South Africa
Colombia Switzerland
EC-15 United States
Japan Uruguay

Note.—Membership for Hong Kong in the Government
Procurement Agreement will enter into force 30 days
after the date it deposits its instrumentt of accession
witth WTO Director-General. Membership for Bulgaria
in the Civil Aircraft Agreement entered into force on
Dec. 1, 1996. Membership for Greece in the Civil
Aircraft Agreement is pending ratification.

Source: WTO, WT/L/190, Report (1996) of the
Committee on Government Procurement (1994
Agreement), Oct. 17, 1996; WTO, WT/L/193, Report
(1996) of the Committee on Trade in Civil Aircraft, Nov.
11, 1996; WTO, WT/L/178, International Dairy
Council—Report to the Singapore Ministerial
Conference, Oct. 11, 1996; WTO, WT/L/179,
International Meat Council—Report to the Singapore
Ministerial Conference, Oct. 11, 1996; WTO, “WTO
Government Procurement Committee Approves
Membership of Hong Kong,” Press Release,
PRESS/61, Dec. 5, 1996.
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Finding an appropriate solution that would in effect
link the 1979 Civil Aircraft Agreement to the 1995
WTO Agreement and its integrated framework has so
far proved elusivé®® In 1992, the United States won
a dispute settlement case under the 1979 Agreement on
Subsidies and Countervailing Measures (Subsidies
Agreement) against the exchange rate guarantee
program for Deutsche Airbus, which the panel found to
be a prohibited export subsidy under the agreeA®&nt.
The EC maintained that the case should have been filed
under the 1979 Civil Aircraft Agreement because that
agreement recognizes the specificity of the sector and
provides for comprehensive rules on trade in civil
aircraft, including dispute settlement procedures, and
was further concerned that U.S. recourse to the 1979
Subsidies Agreement might deprive the EC of its rights
under the 1979 Civil Aircraft Agreemehi9 The EC
blocked formal adoption of the panel rept.

The issue of how to transfer the 1979 Civil Aircraft
Agreement—with its status quo relation to related
GATT instruments involving subsidies and dispute
settlement procedures—to fit under the framework of
the 1995 WTO Agreement—with its multilateral
application of the WTO Agreement on Subsidies and
Countervailing Measures and its integrated dispute
settlement system—has been largely responsible for
the deadlock between the EC and the United States
over how to treat these provisions when revising the
Aircraft Agreement. While no agreement could be
reached in 1996 to resolve these issues, signatories
agreed to continue discussions aimed at reaching a
solution192 At the end of 1996, there were 22 parties
to the Civil Aircraft Agreement (table 2-5). The
agreement entered into force for Bulgaria on December
1, 1996, whereas Greece is a signatory pending
ratification.

International Dairy Agreement193

The International Dairy Agreement entered into
force on January 1, 1995. The International Dairy
Council overseeing the agreement met twice in 1995
and once in 1996, adopting rules of procedure and
formats for gathering information policy to aid in
reviewing the situation and outlook in the world
market for dairy products. The council agreed to
suspend its provisions to maintain minimum export
prices for dairy products due to the nonparticipation of
some major dairy exporting countries until December
31, 1997. This action prompted the suspension of the
Committee on Certain Milk Products as a result. By
yearend 1996, there were nine parties to the
International Dairy Agreement (table 2-5).



International Bovine Meat that would allow more rapid progress. In 1994,
Agreement194 Ministers agreed to add the relation of trade to core

labor standards to the OECD new trade agenda. In
The International Bovine Meat Agreement entered addition, other subjects currently under examination at
into force on January 1, 1995. The International Meat the OECD—such as regulatory reform, expanded
Council overseeing the agreement met once both inmarket access/openness, and multilateral efforts against
1995 and in 1996, adopting rules of procedure as wellpribery and corruption—may be included formally at
as formats for gathering policy and statistical some point under the rubric of the new trade agenda
information. By yearend 1996, there were 16 parties to ejther as a separate subject or as a related part of an
the International Bovine Meat Agreement (table 2-5). existing subject given the overlapping elements and
similarities that exist in many of these issues.

The Organization for Trade and Environment
Economic Cooperation and In 1991, the Joint Experts Group on Trade and
Environment was established to examine the subject of
DevelOpment how to better integrate the two areas so as to ensure the

compatibility of trade and environmental policies and

thus contribute to sustainable development. In June
New Trade Agenda Issues 1993, the joint group presentgd gnd OECD minist.ers

adopted the Procedural Guidelines for Integrating

In looking beyond the Uruguay Round, the OECD Trade and Environment Policié®® In 1995, the group

ministers decided in the early 1990s to embark on newpresented a report that describes the progress made by
work to explore trade issues arising out of the members in carrying out these guidelines. The report
increasing globalization of business and the world also summarizes conclusions by OECD trade and
economy. Beginning with the 1991 and 1992 OECD environment policymakers on preferred strategies to
communiques, the Ministers began to set out a work make the two policies more compatible and mutually
program that involved examination of trade issues of reinforcing. It addresses a number of key issues such
the 1990s, or so-called new trade agenda issues, thags the effects of environmental policies on
considered the links and interactions of trade policy competitiveness, of trade liberalization on the
with other areas that previously were considered environment, of economic instruments—such as
largely domestic in nature. The areas pursued initially, subsidies, taxes and charges, deposit refund schemes,
and reaffirmed in the 1993 Communique, included or other adjustments made for environmental
trade policy and its connection to policies related to (1) purposes—and of the use of trade measures in
the environment, (2) investment, and (3) competition multilateral environmental agreements (MEASj.
policy_(also known as antitr.ust po!icy). Work on these In 1996, the group continued a study begun in 1995
trade issues Qf the. 1990s is cgrrled_ out by the OECDconcerning the relation between trade and the
Trade Committee in cooperation with other relevant environment in the transportation sector, structured in

OECD committees. three parts. First, the study will examine the relation
Since then, the work program has evolved with between international trade and transport, with a focus
these initial subjects progressing at different rates andon the effects of trade liberalization in general and on
other subjects being introduced or considered asliberalization of the transport sector in particular.
possible areas for examination. With the creation of Second, the study will survey the major effects of
the WTO in 1995 and its establishment of a Committee international freight movements on the environment.
on Trade and Environment, the multilateral focus on Third, the study will attempt to measure the effects of
trade and the environment has shifted to a large extengrowth in international freight due to trade
from the OECD to the WTO although supporting work liberalization on the environment. The study is due to
continues in the OECD. Work in the OECD on trade be completed in 1997. The group is also well
and investment has advanced the furthest where, aftemdvanced in its examination of the effects of
an initial examination, Ministers agreed at the 1995 ecolabeling programs, focusing on the market impact
Ministerial meeting to undertake negotiation of a and trade effects of such schemes, as well as their
multilateral agreement on investment (MAI) scheduled consultation processes, their transparency, and their
for completion by their May 1997 meeting. In environmental effectiveness. In addition, the group has
contrast, work on trade and competition policy has decided to continue examination of experiences with
proved to date more difficult to find common ground trade measures in two MEAs—the Convention on
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International Trade in Endangered Species of Wild e general exceptions as part of the treaty text

Fauna and Flora (CITES) and the Basel Convention on (e.g. national security provisions);

the Transboundary Movements of Hazardous Wastes « temporary derogations for balance of
and their Disposal. These studies will examine the payments reasons (of more importance to
purposes and effectiveness of trade provisions in these non-OECD members that may join the
conventions, how noncompliance and illegal trade is MAI under negotiation than to OECD
addressed, and how developing country interests are members); and

affected.

e country specific reservations that include
“standstill” and hopefully “rollback”
provisions in effect?8

Trade and Investment -, _
The negotiating group has set up several drafting
Ministers confirmed their intent at the OECD and expert groups to treat various topics_

Ministerial meeting in May 1996, to reach agreement « Draftng Group 1 on Investment
on a multilateral agreement on investment by their next Protection:

Ministerial meeting in 1997. In negotiating a MAI,
OECD members have also entered into a dialogue with
nonmember countries that might be interested in

e Drafting Group 2 on Treatment of
Investors and Investment;

acceding to a MAI once negotiations are completed. » Expert Group 1 on Dispute Settlement and
Geographic Scope;

. ] » Expert Group 2 on Taxation Issues;
Multilateral agreement on investment . Expert Group 3 on Special Topics;
negotlatlons e Expert Group 4 on Institutional Matters;

At the May 1996 Ministerial meeting, the and
Negotiating Group tasked with developing a MAI « Expert Group 5 on Financial Services
presented ministers with a progress report.  Since Matters.

beginning talks in September 1995, building blocks of
the agreement have been defined—such as investment .
protection, national treatment, most favored nation Trade and Competition

(MFN) treatment, and transparency. Mechgnisms have  OECD members approved in April 1996 the Joint
also been outlined to help achieve “standstill” (no new Group on Trade and Competition, which held its first
reservations or restrictions) and “rollback” (relaxation meeting in July. The Joint Group is charged with
or liberalization of existing ones) _and to resolve strengthening the work previously carried out by
disputes—both state to state and investor to state.separate meetings of the Working Parties of the Trade
However, negotiations continue on how to realize the committee (TC) and of the Competition Law and

new areas, commitments applicable to all government conerence between the two policies.

levels, and measures taken in the context of regional

economic agreementd? Key issues to be examined include—

o ] ] ¢ Reducing exemptions to the scope and
The negotiating group chairman characterized the coverage of competition laws and ensuring
basic framework of the MAI being developed as based actual enforcement:

upon the definition of “investment” and “investor,”
saying there was agreement on the need for a broad
definition of “investment” but no agreement yet on the
precise definition of either term. Once agreed, these
definitions will operate through two key channels that ] . .
are also focal points of negotiations —the * Means to improve international
“pre-investment” phase of investment where the cooperation among competition authqn-
principle of nondiscrimination will be important, and ties, suc_h as by _exchange of information
the “post-investment” phase where investment and positive comity, etc.

protection disciplines will be important. Binding these The two committees reported at the May 1996
concepts together will be the final dispute settlement OECD ministerial conference that there were three key
provisions. He further outlined three types of likely problem areas in the interaction of trade and
exceptions— competition policies—

e The possible development of core
international competition principles, inclu-
ding transparency and nondiscrimination;
and

44



e Anticompetitive private practices may example the right to life, freedom of expression, and
impede market access as well as others contained in a number of United Nations texts)

competition (e.g. domestic producers may in all countries regardless of degree of economic
use exclusive dealing arrangements to keep development—

foreign forms out of distribution or sales .

R ° Freedom of association;
channels or may jointly boycott domestic Freedom to organize and bargain collectively;
firms that purchase or distribute imported 9 9 Y

products). e Elimination of child labor exploitation;

. . e Elimination of forced labor; and
e Trade measures may impede competition

as well as block market access (e.g. tariff * Nondiscrimination in employment
peaks, quantitative restrictions, other The analysis points to the lack of evidence to show
nontariff measures, may insulate producers that countries with lower labor standards enjoy better
from competition which in turn may raise export performance or that countries with higher labor
costs to consumers). standards suffer poorer export performance. Indeed,
« Regulations may frustrate both market contrary to conferring an export advantage, the study
access and competition (e.g. a monopoly considers that lower labor standards are more apt to
position granted through regulation may be hamper economic efficiency and export growth over
continued even after its economic the long run because, for example, child labor or
justification is no longer warranted, or €mployment discrimination undermine development of
product standards might be used to block human capital and productivity growth. Such findings
imports). may go some way to alleviate concerns by developing
countries that enforcement of core standards would
negatively affect their economic performance or their

enhance ~consumer welfare through — €conomic jyiermational competitiveness by undermining  their
efficiency and greater competition, and both agree thatcompetitive advantage for producing goods requiring
trade and competition policies can be mutually lower-wage labof00

reinforcing although trade and competition authorities ] )

sometimes differ on the appropriate role that national 1€ analysis shows that there is a mutually

competition policies should play in addressing the reinforcing relation between trade liberalization and

market access concerns of trading partners. FurthedMProvements in core labor standards and that core
work in the OECD will aim at strengthening trade and standards are more closely a_d_hered tq In sectors
competition policies by focusing on the feasibility and exposed to international competition th_an in sheltered
desirability of resolving these problem areas through S€ctors.  However, although economic development
means such as enhanced bilateral cooperation M@y lead to improved observance of core labor

development of agreed minimum common standards,St@ndards in  particular ~ when  supported by
or multilateral agreemen®? market-oriented reforms, the study finds it is doubtful

that market forces alone will automatically improve

labor standards. Thus, some form of incentives to

promote core standards worldwide might be needed.
Trade and Labor These could include making financial assistance to

A considerable controversy was generated by the developing countries contingent on compliance with

U.S. request in April 1994 to include trade and labor core labor standards, educational promotion that could
standards in the Marrakesh Declaration and the futurehelp reduce child labor exploitation, consumer labeling
work program for the WTO. As a result, the OECD that hindered fraud, and investment codes that guide
member countries agreed in May 1994 to include multinational enterprises to adopt core labor
examination of trade and core labor standards as part oktandard2°!
the OECD work program on trade issues of the 1990s.

In May 1996, a joint report done by the OECD ;
Trade Committee (TC) and the Committee on Accesslons
Employment, Labor, and Social Affairs (ELSA)— During 1996, three new members joined the
accompanied by an analytical study done by the OECDOECD, raising to 29 the number of member countries
Secretariat—was issued addressing the links between(table 2-6). Upon completing an examination of a
trade and labor standards. The report identified thecountry’s terms of accession, the OECD issues a
following core labor standards as those that shouldformal invitation to join the OECD and a country
apply as an integral part of human rights (alongside for becomes a member when it deposits its instrument of

Both trade and competition officials seek to
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accession to the OECD Convention with the e Poland—November 22, 1996; and
Government of France, which is the depositary for the e Korea—December 12, 1996.
Convention. The new 1996 OECD members, along

. . . In addition, the Russian Federation officially
with their accession dates, were—

requested OECD membership on May 20, 1996, and its

e Hungary—May 7, 1996; request is under consideratiéf?.
Table 2-6
OECD Members (29 as of December 12, 1996)
Australia Hungary Norway
Austria Iceland Poland
Belgium Ireland Portugal
Canada Italy Spain
Czech Republic Japan Sweden
Denmark Korea Switzerland
Finland Luxembourg Turkey
France Mexico United Kingdom
Germany Netherlands United States
Greece New Zealand

Sources: OECD, “Korea Officially Becomes OECD Member,” SG/ICOM/NEWS(96)117, Dec. 12, 1996; OECD,
“Poland Officially Becomes OECD Member,” SG/ICOM/NEWS(96)107, Nov. 22, 1996; OECD, “Russian Federation
Requests OECD Membership,” SG/ICOM/NEWS(96)52, May 21, 1996; and OECD, “Hungary to Become a Member of
OECD,” SG/COM/NEWS(96)29, Mar. 25, 1996. Found at OECD website at http://www.oecd.org.
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CHAPTER 3
Regional Trade Activities

As in recent years, regional trade initiatives were Mexico in 1996. It then reviews 1996 activities under
an important component of U.S. trade policy during NAFTA and its accompanying agreements on labor
1996. The main regional trade agreement with U.S.and the environment. Issues that were primarily
participation in 1996 was the North American trilateral in nature or that, though bilateral in origin,
Free-Trade Agreement (NAFTA). The United States had a strong NAFTA dimension, are discussed below,
also participated in ongoing discussions among two with issues presented in the order they are treated in
other regional groupings—the Free Trade Area of the the NAFTA agreement itself. Issues that are primarily
Americas (FTAA) and the Asia-Pacific Economic bilateral in nature or that, though having a NAFTA
Cooperation (APEC) forum. NAFTA, the primary dimension, had a major impact on bilateral trade
vehicle for conduct of U.S. trade relations with Mexico relations, are covered in Chapter 4 of this report.
and Canada, concluded its third year of operation in
1996. Hemispheric trade ministers met in 1996 to
consider how to begin negotiating an FTAA. The NAFTA Trade
United States and other members of APEC took Steps  1r5de among the three NAFTA partners accounts
to begin implementing commitments to attain o more than 46 percent of total worldwide trade of
Ilbe_rallzed trade and investment in the Asia-Pacific NAFTA countriesd In 1996, combined U.S.
region by 2020. merchandise exports to Canada and Mexico made up

30 percent of total U.S. exports worldwide, while
combined U.S. imports from Canada and Mexico
NAFTA accounted for nearly 30 percent of all U.S. impbrts.

) The U.S. merchandise trade balance with NAFTA

_Implemented on :]anuary 1,1994, N,AFTA links the partners Canada and Mexico deteriorated during 1996.
United States, Mexico, and Canada in a free traderne combined U.S. trade deficit was $56.7 billion in
agreement resulting in the immediate elimination of 1996, versus a deficit of $24.6 billion during 1994,
tariff_s on more than one-half _of U.S. imports from \apTAs first year. However, Mexico's economic
Mexico and more than one-third of U.S. exports 10 racqyery and increased U.S. exports to Mexico in

Mexico ! NAFTA also addresses a variety of 199g following a year of declining exports in 1995,
non-tariff barriers, commits each party to high levels of pg1neq siow the rate of growth of the U.S. trade deficit
protection for foreign investors and owners of | b the NAETA partners. U.S. two-way trade (the
intellectual property rights, liberalizes trade in services, ¢ of exports plus imports) with Canada and Mexico
and creates dispute settlement mechanisms. NAFTApaq risen from $330.1 billion during NAFTA' first
was  accompanied by side ~agreements = ONyear o $404.3 billion in 1996 (table 3-1). The
environmental and labor cooperation, the first U.S. tq)16ing sections highlight key trends in trade flows
trade accord to be formally linked to such among the NAFTA partners during 1996.
commitments.

NAFTA is overseen by the Free Trade
Commission, made up of the trade ministers from eachca-ﬂa-da
country? Day-to-day operation of the agreement and The United States and Canada are each other’s
technical matters are handled by various committeesmain trading partner, and growth in trade under the
and working groups composed of trade and other NAFTA has been significant.  Following annual
relevant officials from the three governments. This increases in exports of 12.8 and 9.3 percent
section first discusses U.S. trade with Canada andrespectively during the first two years of NAFTA, U.S.
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Table 3-1
U.S. Trade with NAFTA partners, 1994-96

(Billion dollars)
Trade Balance Two-way trade
NAFTA (Exports — (Exports +
Year  Partner Exports Imports Imports) Imports)
1994 Canada 103.6 128.8 -25.1 2324
Mexico 49.1 48.6 0.5 97.7
Canada and Mexico 152.7 177.4 -24.6 330.1
1995 Canada 113.3 144.9 -31.6 258.2
Mexico 44.9 61.7 -16.8 105.7
Canada and Mexico 157.3 206.6 -49.3 363.9
1996 Canada 119.1 156.3 -37.2 275.4
Mexico 54.7 74.2 -19.5 128.9
Canada and Mexico 173.8 230.5 -56.7 404.3

Source: Compiled from official statistics of the U.S. Department of Commerce.

merchandise exports to Canada increased 5.2 percentommodities accounted for approximately one-third of
in 1996 (figure 3-1). Machinery and transport total U.S. exports to Canada. Nine of these products
equipment accounted for more than one-half of this were in the automotive category, the area of major
entire trade flow (figure 3-2). The top 25 export commerce between the two trading partners.

Figure 3-1
U.S. trade with Canada: Exports, imports, and trade balance, 1992-96
Billion dollars
160
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-40
1992 1993 1994 1995 1996
Exports $83.2 $91.9 $103.6 $113.3 $119.1
Imports | _| $98.2 $110.5 $128.8 $144.9 $156.3
Balance NN-$15.0 -$18.6 -$25.1 -$31.6 -$37.2

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 3-2
U.S. trade with Canada: Exports and imports, by product sectors, 1996

(Billion dollars)
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Note.—Because of rounding figures may not add up to totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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In recent years, the growth of U.S. merchandise partner, in both exports and imports, after Canada and
imports from Canada has outpaced that of U.S. exportsJapan. NAFTA has generally boosted U.S.-Mexican
This trend continued in 1996, when imports increased bilateral trade. U.S. merchandise exports to Mexico
by 7.9 percent. Machinery and transport equipment rose to a record $54.7 billion in 1996. The 24-percent
again accounted for the most significant (43 percent) jncrease of this trade flow in 1996 contrasts sharply
commodity trade flow (figure 3-2). Other \ith the 10-percent decline recorded in 1995 (figure
manufactured goods were the next largest 3.3y y.S. exports to Mexico in 1996 rebounded in all
category—16 percent. The greatest amount of tradeyaior product categories from their unusually low
_takes p_lace in the automotive sector, reflectmg the 1995 levels to record high values in most (table A-10).
!ntegratlon of the North American motor vehicle Machinery and transportation equipment was the
industry. . . .

largest export category, with motor vehicle parts being

the predominant items in the group (table A-11), and

Mexico accounted for almost one-half of total U.S. exports to
Mexico (figure 3-4.) Food and live animal exports

. were the fastest-growing category, up 66 percent
Bilateral trade during the year (table A-10). As drought destroyed

The United States accounted for over four-fifths of crops in Northern Mexico, U.S. exports of corn almost
Mexico’s exports and some three-fourths of its imports tripled, and exports of soybeans almost doubled
in 1996. Mexico ranks as the third-largest U.S. trading compared with 1995 (table A-11).

Figure 3-3
U.S. trade with Mexico: Exports, imports, and trade balance, 1992-96
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1992 1993 1994 1995 1996

Imports $33.9 $38.7 $48.6 $61.7 $74.2

Exports $39.6 $40.3 $49.1 $44.9 $54.7
Balance Nl  $5.7 $1.6 $0.5 -$16.8 -$19.5

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Figure 3-4
U.S. trade with Mexico: Exports and imports, by product sectors, 1996

(Billion dollars)
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Source: Compiled from official statistics of the U.S. Department of Commerce.
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U.S. merchandise imports from Mexico rose by use of more Mexican and other North American
approximately 20 percent in 1996 to $74.2 billion content in production, and promote greater integration
(figure 3-3). Machinery and transportation items of the maquiladora into the Mexican economy.
accounted for more than one-half of this trade flow Mexico’s incentives and other special provisions for

(figure 3-4). Most leading U.S. import items from
Mexico, many of them motor vehicles or parts in the
dominant machinery category, were up in 1996 (table
A-12). The rise in crude oil imports, the traditionally
leading import item from Mexico, reflected both
predominantly higher prices and larger volume.

Notable also is the continued increase in imports of
U.S. apparel from Mexico, reflecting duty-free entry of
garments sewn from U.S.-cut fabric under
NAFTA-created tariff provision 9802.00.90. Imports
of men’s and boys’ trousers, one of the leading U.S.
import items from that country, were up by nearly 26
percent. Moreover, women’s and girls’ trousers
became a leading item in 1996 (table A-12). During
the year, Mexico became the world’s largest clothing
exporter by volume, displacing ChiRa. Most U.S.
apparel imports from Mexico enter under production
sharing arrangements (discussed below).

Production sharing

Production sharing refers to foreign processing or
assembly of goods made of U.S.-origin materials or
components and return of the finished goods to the
United State§. The facilities involved in production
sharing in Mexico have generally been the
“maquiladoras”—in-bond production units established
since 1965 under Mexico’'s Border Industrialization
Program’ The bulk of these imports originates in the

United States as the maquilas use only an estimated 3

percent of their supplies from domestic souftes.

U.S. exports to production-sharing operations
accounted for 28.1 percent of overall U.S. exports to
Mexico in 1996, valued at approximately $15.4 billion
(table 3-2)° U.S. imports of shared products increased
from $25.0 billion in 1995 to $27.9 billion in 1996, as
the  depreciation of the peso improved
price-competitiveness and spawned a boom in
maquiladora productiof? However, the proportion of
shared-production imports in total imports from
Mexico has declined—from 49.1 percent in 1994 to
37.6 percent in 1996. This decline is due to both a
shift from entry under the production sharing
provisions of HTS heading 9802 to entry of assembled
products under NAFTA, and to a rise in U.S. imports
from Mexico, outside of production sharing provisions.

In October 1996, the Government of Mexico
modified the maquiladora program to simplify
administrative procedures, provide incentives for the
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maquiladoras are scheduled to be eliminated by
200111

Canadian-Mexican Trade

In 1996, Canadian imports from Mexico rose 12.2
percent to $4.3 billion. Leading Canadian imports
from Mexico consisted of fruits and vegetables,
electrical machinery, motor vehicles, furniture, mineral
fuels, and organic chemicals. Canadian exports to
Mexico increased by 2.6 percent in 1996, rising to $0.8
billion. The leading Canadian exports to Mexico
include cereals, oil seed, wood pulp, machinery and
mechanical appliances, and motor vehicles. Canada’s
bilateral trade deficit with Mexico continued to rise,
registering over $3.5 billion in 1996 (figure 3-5).

NAFTA Implementation

NAFTAs various trade liberalization and
facilitation commitments continued to be implemented
in 1996. Mexico continued to change its trade and
investment regime as a result of NAFTA disciplines in
areas such as government procurement, investment
performance requirements, and trade in seniéetn
addition, Mexico has undertaken additional unilateral
liberalization since NAFTAS inception, permitting
foreign participation in sectors such as railroads,
seaports, airports and greater competition in
elecommunications, natural gas distribution, and
financial marketd3 However, the United States has
expressed dissatisfaction with certain aspects of
Mexico’s NAFTA implementation, notably in the areas
of standards, intellectual property, and small package
delivery serviced? The status of implementation is
reviewed below.

Tariffs

The phasing-out of tariffs (“staging”) by the three
NAFTA partners proceeded on agreed schedules in
1996. Tariffs on qualifying U.S.-Canadian trade will
generally be eliminated by 1998, the date agreed in the
1988 U.S.-Canada Free Trade Agreement; remaining
tariffs on U.S.-Mexico trade will be eliminated by
2008. With implementation of the third annual tariff
reduction on January 1, 1996, Mexico’s average tariff
rate on NAFTA qualifying U.S. goods was lowered to
an estimated 5.1 perceatl valorem down from the
pre-NAFTA average of 10 percelt. On January 1,



Table 3-2
U.S.-Mexican production sharing trade, 1991-96

(Million dollars)

Item 1991 1992 1993 1994 1995 1996
Total U.S. imports from Mexico ............... ... 30,445.1 33.934.6 38,667.7 48,605.3 61,721.0 74,179.1
U.S. imports under production sharing provisions:!

Totalvalue . ... 14,334.3 16,502.0 18,992.3 23,068.2 24,962.3 27,9243

Percent of total imports .......... ... ... ... ... 47.1 48.6 49.1 47.5 40.4 37.6
U.S. components in shared-production imports:

Totalvalue . ... 7,254.8 8,691.9 9,887.0 11,608.4 12,832.8 15,355.5

Percent of shared productionimports ................ 50.6 52.7 52.1 50.3 51.4 55.0

Percent of total imports .............. ... ... . 23.8 25.6 25.6 23.9 20.8 20.7
U.S. imports entered under both NAFTA and

production sharing provisions:2

Total value . ..o NA3 NA3 NA3 14,504.5 16,721.1 20,,388.3

U.S. CONMENE .ottt NA3 NA3 NA3 7,215.1 8,674.4 10,848.9
Total U.S. exportsto MexiCo . .............covvvviennn.n. 32,279.2 39,604.9 40,265.5 49,136.0 44,880.8 54,685.9
U.S. exports of components to maquiladoras ............. 7,254.1 8,687.9 9,867.6 11,591.6 12,432.0 15,366.7

Percent of total exports . ......... ... ... . 225 22.0 24.6 23.6 28.6 28.1

1 The relevant provisons of HTS chapter 98 are 9802.00.5010, 9802.00.60, 9802.00.80, and 9802.00.90.
2 Some imports from Mexico declare eligibility for preferential tariff treatment under both NAFTA and chapter 98; such entries are reported in the totals
for both imports under production sharing provisions (and U.S.-made components in shared production imports) as well as imports under NAFTA reported

elsewhere in this report.

3 Not applicable. NAFTA entered into force on Jan. 1, 1994.
Source: Compiled by U.S. International Trade Commission staff from official statistics of the U.S. Department of Commerce.



Figure 3-5
Canada-Mexico, merchandise trade, 1995-96

Millions of U.S. dollars
6,000.0

4,000.0

2,000.0

oo — ]

V/A

-2,000.0
-4,000.0
1995 1996
Canadian exports $833.3 $854.9
Imports $3,912.0 $4,389.4
Balance -$3,078.7 -$3,534.5

Source: Compiled from official statistics of the U.S. Department of Commerce.

1996, technical revisions to NAFTA tariff staging took on December 12, 1996 that it was raising tariffs from 2
effect in response to changes in the international HSto 20 percentad valoremon U.S. fructose, alcoholic
tariff nomenclature, so that previously agreed beverages (wine, wine coolers, brandy, Tennessee
concessions would apply to new tariff categories. whiskey), notebooks, flat glass, and wood furniture,
During the tariff phase-out period, some products are effective December 1, 1996. Mexican figures
subject to tariff-rate quotas (TRQs). Problems in jngicate that the retaliatory duties will result in $1

Mexico’s ~administration of TRQs have been \jjion in new tariff revenued? U.S. industry asserts
experienced by some U.S. agricultural produérs. that the level of compensation being claimed is

The tariff increases announced by Mexico on May excessive? The tariff increases imposed by the United
30, 1995 on imports of 502 categories of footwear, States and Mexico on one another’s products pursuant
leather, and textile and apparel products remained into the U.S. action on broomcorn brooms followed
effect in 1996. U.S. exports meeting NAFTAS rules of pilateral consultations under Chapter 20 of the NAFTA
origin are not subject to the higher rates and are gp August 21, 1996, which had been requested by
effectively enjoying a wider margin-of-preference in pexico but did not resolve the dispiite.
the Mexican market over other foreign suppliers of
these product’’ Although tentative, working-level agreement on

In response to the U.S. safeguard action imposing accelerated tariff elimination was reached in 1996, no
tariff rate quotas on broomcorn brooms from Mexico formal action was taken to implement such changes.
announced on November 28, 1996, Mexico announcedThe United States is seeking improvements in Mexican
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tariff treatment of U.S. goods such as wine, major Procedures for the conduct of textile verification visits

home appliances, flat glass, and beddhg. are also being developéd.
Customs, Rules of Origin, and Marking Rules
Marking Rules In June 1996, the U.S. Customs Service issued

. . final country-of-origin marking rules for NAFTA
Several technical changes were made in 1996 0p5rners that were to become effective in August
ensure compliance with NAFTA commitments and 10 19931 The rules modified the interim marking rules
facilitate customs clearance of NAFTA goddsWork issued January 3, 1994, to conform to the 1996 HTS

to resolve remaining difficulties  continued. .
Meanwhile, as explained below, a court ruling in 1996 In a July 8, 1996 ruling, the U.S. Court of
called into question interpretation by U.S. Customs of Ntérnational Trade (CIT) struck down the applicable

country-of-origin marking requirements interim marking rule, as well as a ruling by the U.S.
Customs Service on shipments for peanut slurry that

had been made under the interim #8eThe CIT said
Customs Administration Cust(_)ms’ implementation of U.S. cquntry—of—origin
marking requirements as set forth in NAFTA and

On April 1, 1996, a new Customs Reform Law promulgated in the NAFTA Implementation Act was
entered into effect in Mexic# The new law aims to  “arbitrary and contrary to law.” In particular, the CIT
increase transparency in customs administration, said, Customs must employ both the change in tariff
improve clarity regarding importer responsibilities, and classification test and the substantial transformation
permit greater flexibility in duty payments. Mexican test originally set forth inUnited States v. Gibson
customs authorities were also empowered by the law toThomsen Coin making determinations as to whether
take action if IPR violations are suspec@édDespite country-of-origin marking is required. The NAFTA
some outstanding concerns, traders and Mexicanimplementation Act provides that finished goods that
customs brokers reportedly agree that Mexican result when imported inputs undergo substantial
customs procedures have improved dramatically in transformation in the United States are exempt from
recent years and that the new law simplifies a numbercountry-of-origin marking requirements. Customs had
of procedure$®  Nevertheless, U.S. exporters, previously proposed extending the tariff-shift
particularly in consumer product sectors, continue to methodology it uses for making NAFTA origin and
complain about certain aspects of Mexican customsmarking determinations to non-preferential trade as
administration, largely related to a lack of prior we]l.33
notification regarding changes, inconsistent
enforcement of regulatory requirements, and
burdensome administrative procedufés.

The CIT decision applies to all NAFTA marking
decisions, but its impact in practice will be limited to
those products that do not meet the change in tariff
classification test, but still undergo substantial
. transformation in the United States. The Justice
Rules of O“gln Department filed a request for a rehearing of the CIT

The NAFTA rules of origin determine whether a decision; the request was denied on the redbrd.
good qualifies for a duty preference as a product of the Meanwhile, on August 22, 1996, the final NAFTA
region. These NAFTA rules were modified effective Marking Rules, as issued by the U.S. Customs Service
January 1, 1996, as a result of changes to theon June 6, 1996, took effect despite the July decision.
Harmonized System and efforts to simplify the rules;
another round of technical changes was due to be mad%
on January 1, 1992 Tentative agreement to make nergy
rules of origin for certain products less restrictive and In 1996, Mexico retreated from original plans to
easier to use has been reached and is expected to hgrivatize fully the secondary petrochemical facilities
acted upon in 19972 Operational procedures to owned by Petroleos Mexicanos (PEMEX), the
ensure compliance with NAFTA provisions on duty government-owned petroleum monopoly, and valued at
drawback and duty deferral became effective betweenan estimated $3 to $5 billio¥?.Although Mexico is not
Canada and the United States in January 1996.required by NAFTA to open up its secondary
Simplification of the certificate of origin required to petrochemical industry to majority foreign
obtain NAFTA tariff benefits is presently under participation, President Ernesto Zedillo made the sale
consideration by the NAFTA Customs Subgroup. of some 61 petrochemical facilities an important
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component of his economic stabilization and Western Hemisphere and agreed to cooperate towards
privatization program in early 19$%8. However, in achieving a multilateral agreement in the context of the
March 1996, Mexico announced its intention to use a WTO to eliminate tariffs and other export measures in
NAFTA provision that allows the initial offering of the the oilseed sectd®? Such work is in line with the
PEMEX secondary petrochemical assets to be limited Working Group’s mandate to work toward elimination
to firms with majority ownership by Mexican of all export subsidies affecting agricultural trade
nationals. In October 1996, Mexico announced that between the parties. Monitoring and other cooperation
plans to privatize secondary petrochemical plantsregarding implementation of market access
would be scaled down, and that legislation would be commitments and domestic support measures was also
introduced to limit private-sector investment into agreed'® In addition, a technical working group on
secondary petrochemicals to 49 percent, with PEMEX pesticides held its inaugural meeting on Mar. 27-29,
retaining majority share; newly-built petrochemical 1996. It will work on harmonizing tolerances for
plants may have up to 100 percent foreign investment; pesticides, food additives, pesticide registration
legislation along these lines was passed on October 30procedures, and veterinary drug residue ledels.

199637 Initial privatization plans were announced in

NAFTA eventually will replace all agricultural
late January 1993 y p g

import licenses and allocated quota shares affecting
U.S.-Mexico trade with tariff rate quotas (TR®S8).
; However, the Mexican government still requires
Agriculture import licenses for slightly under 200 produtisThe
NAFTA establishes bOth trilateral and bilateral Un|ted States asked Mexico to rep'ace |ts existing
commitments on agricultural trade. Market access licensing requirement on corn grits with a TRQ,
commitments are made bilaterally among the three separate from the TRQ on corn. In March 1996,
NAFTA partners, that is, between the United States andexico notified the United States of its approval of a
Mexico, between the United States and Canadapew TRQ of 50,000 tons for corn grig.
(generally, what was already agreed under the )
U.S.-Canada FTA), and between Canada and Mexico. NAFTA represented a breakthrough in the area of

Trilateral commitments address domestic support and@nimal and plant health cooperation by creating a
export subsidies. mechanism whereby portions of a country can be

_ ) recognized as free of disease or pests, thereby

Trade in agricultural goods has expanded nermitting imports to enter or transit the United States
dramatically since NAFTAs inceptio?? A USDA from such regions. As a result, on December 31, 1996
report issued in October 1996 estimates thathe United States announced plans to permit fresh,
intra-NAFTA trade in agricultural products could reach chijled and frozen pork and pork products from the

$30 billion a year by 2005, up from $19 billion in  pexican State of Baja California to transit the United

199510 States for export to another courittyand on January
The most significant 1996 developments related to 31, 1997, USDA announced its final approval of the
NAFTA agriculture trade were— partial lifting of the U.S. ban on Mexican avocados,
e The issuance in December 1996 of a Marking progress on a longstanding bilateral disptite.
NAFTA panel report on dairy and poultry In 1996, USDA and Mexico’s Ministry of
productst! Agriculture (SEGAR) also cooperated in the

» The signing by Mexican suppliers and the development and recognition of disease-free zones.
U.S. Department of Commerce of a USDAs Agriculture and Plant Health Inspection
bilateral price undertaking on tomatoes, Service is currently focusing on free zones for classic
ending a 2-year dispuf@; swine fever in the state of Sonora. Recognition of

Mexico’s poultry meat inspection system is another

important issue for Mexic®®> USDA is currently

] . reviewing Mexico’s inspection system.
e The establishment of an advisory ]

in the agricultural sectdf and Phytosanitary Committeee will consider issues
) o ) ) related to trade in genetically-modified matepfl.
Each of these issues is discussed in other sections ofrpat committee will conduct the review in response to
this report. Mexican concerns that genetically-altered corn and
Also in 1996, the three parties continued efforts to cotton grown in U.S. border states could spread across
monitor subsidies on exports by third parties to the the border.

e U.S. imposition of tariff-rate quotas on
Mexican broomcorn broonf$and
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Other sanitary and phytosanitary standards issuesportions of the regulation that had been slated to go
remain under discussion. For example, the United into effect July 19963 final rules were published in
States has concerns over Mexico’s standards regardingarly 199764

mold in graif® and concerns exist over other On January 24, 1996, Mexico published labeling
products2® In addition, the United States believes that requirements on consumer products and pre-packaged
Mexico’s reliance on “emergency” standards that do food and non-alcoholic beverages that were to enter
not follow the normal notification and comment into force in November: implementation was later
process has disrupted tratfe. postponed until March 1, 1997 (for consumer goods)
and July 1, 1997 (for processed foods and
non-alcoholic beverage®j. “Over-stickering” of
Standards labels—a common pgrac?ice among U.S. gexporters
NAFTA establishes both substantive and Whereby required Spanish-language information is
procedural requirements on product standards andattached to the package via a sticker applied over
conformity assessment procedures in an effort to existing labels—will be permitted under the new rules.
ensure that such requirements do not unnecessarilyHowever, firms choosing to attach labels after the
restrict trade. Since NAFTA has been in effect, a products entry into Mexico would need to have their
number of standards-related issues have confrontedoroduct’s conformity with the labeling requirements
business and trade policy makers. USTR notes thatverified within 10 days of entry.  Enforcement
since NAFTA's entry into force the United States has guidelines spelling out certain aspects of how Mexico’s
“repeatedly called upon the Government of Mexico to Verification units would monitor compliance with the
recognize its obligation to publish changes in new labeling rules were issued on June 24, £996;
regulation with adequate time for public commet.”  additional rules regarding verification units were
Problems in ensuring transparency, confusion aboutissued in early 19997 just two weeks before the
regulatory requirements, and inconsistent application March 1, 1997 date when enforcement of the new
of requirements have been cited by the U.S. Chamberconsumer product labeling rules would beffin.The
of Commerce as impediments to small business exportUnited States urged Mexico to employ a “soft
expansion under NAFTA? Some of these problems implementation period,” during which manufacturers
are due to an extensive overhaul of Mexico’s standardswould be informed of any deficiency in complying
and certification system, which has been under waywith the new labeling rules and be given an
since 1992. This overhaul contains some positive opportunity to fix it, during the first few months after
features, such as greater opportunities for input in implementatiorf® It also expressed the hope that
standards development. However, it involves additional verification units be namé.
numerous changes from prior practice as well as A draft Mexican health regulation that would
enforcement of prior regulations that were previously reclassify certain  vitamins and herbs as
ignored. A Committee on Standards-Related Measurespharmaceuticals was also discussed in the context of
was established to oversee NAFTA obligations and to the NAFTA standards group. There was concern both
address specific concerns. In 1996, the Committeeover the requirements themselves as well as over
addressed a number of matters of interest to U.S.whether U.S. and Canadian suppliers would have an
industry. opportunity to comment upon thefh. Specifically, the
Mexico began enforcing certain new labeling rule would considerably expand the scope of regulation
requirements for textiles and apparel on February 14,10 include all products whose vitamin and mineral
1996 that had been published in final form on January content exceed 100 percent of recommended daily
24, 19960 The standard was originally published in a@mounts and limit distribution of such goods to
draft form on Dec. 23, 1994, but its requirements and Over-the-counter pharmacies, versus door-to-door and
implementation was postponed following protests by Other sales outlets, which are widely employed by U.S.
U.S. and other suppliers. U.S. suppliers expressedsuppliers such as Amway and ShakléeMexico
concerns about a requirement that labels contain™Maintains that since the change would not technically
information on the country of origin of the material as involve a revision of an existing regulation but rather a
well as the country in which the product is assembled, New interpretation of one, it is not required to publish
requiring firms to keep costly records exclusively for the change in draft or to provide NAFTA partners an
sales to Mexic61 Previously, Mexico had enforced OPportunity to commert
labeling requirements at the point of sale, rather than at  Nearly all Mexican standards are mandatory and
the bordef2 In July 1996, Mexico postponed Mexico generally requires products subject to
indefinitely application of two of the more problematic mandatory standards to undergo certification by
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accredited Mexican laboratoriés. Under NAFTA, standards, which deal with such areas as truck and rail
Mexico is obligated to accredit or otherwise recognize operations and equipment. Technical work on

testing and certification performed by U.S. or Canadian comparing vehicle weights and dimension standards
labs after a 4-year transition period (lasting until was finalized and consideration given to developing a
1998)75 Until then, however, U.S.-based laboratories single set of regulations to govern cross-border

are not able to seek recognition under Mexican transportation of hazardous materiés.

accreditation procedures as being competent to

) g s Regarding automotive standards, the three parties
perform mandatory testing and certification.

are seeking to identify incompatible standards that
Problems have arisen for U.S. exporters in sectorshave created, or could create, barriers to trade. Based
where technical capability in Mexico is insufficient or on comments from industry, it was agreed in 1996 to
resides in competing manufacturéfs.An agreement  establish working groups with participation from
reached on March 18, 1996 resolved one such problemindustry to study emissions, engines, and fuels; light
The agreement will allow the U.S. Department of vehicle safety standards; heavy vehicle safety
Transportation to identify competent laboratories and standards; and parts and equipment. Each government
to have data from these laboratories used by Mexicanissued public notices inviting participation in the
authorities in determining whether U.S. tires meet working groups by non-governmental interéSts.In
Mexican regulations and are entitled to certificatién. mid-October 1996, 3 of the 4 working groups met in
In September 1996, Mexico published new standardsWashington to begin their wof.
for automobile tires that were responsive to comments
received by U.S. industry; certain information is
permitted to be attached to imported tires via labels Government Procurement
rather than being molded into the sidew&ll. Under NAFTA, U.S. firms enjoy improved access
U.S. suppliers have complained about the Mexican to the Canadian procurement market and progressively
practice of granting certification to individual increasing access to the Mexican procurement market,
importers, rather than to manufacturers, which meansincluding its two largest purchasing entities, PEMEX
that a new certification must be obtained for each and CFE (the state oil and federal power utility,
importer. In discussions in the NAFTA Committee on respectively.) NAFTA also calls for joint steps to make
Standards-Related Measures during 1996, Mexico saidit easier for small businesses to take advantage of
it planned to change its certification procedures. government procurement opportunities.
Uncertainty over the new requirements and when theyImplementation of NAFTA provisions has been
would be applicable remained a source of U.S. concerngenerally effectivé’ and U.S. firms have recently won
during 1996’° On January 3, 1997, Mexico published several contracts with PEMEX. However, in its April
new standards certification procedures for comment 1996 report on discrimination in foreign government
that appear to permit foreign producers to place their procurement, USTR noted U.S. and Canadian concern
products on a register so that various importers canOver —Mexico's implementation of set-asides
obtain the required certificatic. The publication is ~ (exemptions) for PEMEX and Mexico’s proposed
consistent with U.S. requests that the new proceduresservices schedule, which, despite two revisions in

be notified in draft form and that opportunities for 1996, has still not been finalized and excludes a
comment by foreign suppliers be providéd. number of sectors that should be covered by NAFTA

. rules8 In October 1996, Mexico agreed to provide a
NAFTA created = subcommittees ~on standards detailed breakdown of the data included in the

dealing with various industries: land transportation, Mexican set-aside calculati§f. Canada’s broad

aut(')motwe,' and telecommumcaﬂqns standards andinterpretation of its exception for services was also a
textile labeling. These subcommittees are to make

. : source of U.S. complaif though generally the
efforts to harmonize regulatory requirements among Government of Canada poses few barriers to U.S.
the NAFTA partners to facilitate intra-regional

A privat tor initiative b the Ameti firms seeking to bid on contrad®. Mexico has
commerce. A private sector initiative by the American complained about changes in U.S. federal procurement
National Standards Institute and its Mexican and

. -~ law made in 1994 which raise the value of contracts
C"?‘”ad'a” counterpgrts., known as the North Amerlcan subject to small-business set-asides from $50,000, the
Trlla_\ter_al Standard_lzat_mn Forum (NATSF_)’ is also level when NAFTA was negotiated, to $100,000. As a
achieving cooperation in development of private sector result of trilateral working level discussions in October
standards. 1996, the NAFTA partners have tentatively agreed to
During 1996, progress was made in the five raise the NAFTA threshold to $100,000 for all three

working groups related to land transportation countries®®
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Investment and Services NAFTA Article 1202, which requires that “Each Party
shall accord to service providers of another Party
treatment no less favorable than that it accords, in like

Trucking circumstances, to its own service providers.” The

- petition cited a February 1996 GAO stfdywhich
The Depember .1995 decision by Secretary of ound that nearly half of the 12,462 trucks from

Tran'spo.rtann FedeT'CO Pena.to sgspend processing 0t\/lexico inspected at the border were taken out of

applications by Mexican trucking firms to serve U.S. service due to serious safety problems. Such statistics,

border states until safety concerns were resolved was 8he Teamsters argued, provided grounds for the U.S
major NAFTA issue throughout 1996. Mexican trucks Department of Transportation to conclude that “like

already have access to a 20-mi_|e zone along the U'St:ircumstances" did not exist between U.S. and
border under a pre-NAFTA bilateral arrangement. Mexican truckers.
NAFTA was to provide Mexican truckers full access to
the 4 U.S. border states (California, Arizona, New The issue was also controversial domestically. In
Mexico, and Texas) starting in December 1995 and 10 3y early January 1996 letter to President Clinton,
_the enyre United States by ZOOQ. The. p055|b|llty of chairman of the House Ways and Means Committee
|II—equped trucks and poorl_y—tralned drivers entering i Archer (R-Texas) and Trade Subcommittee
the United States from Mexico had been a source of chajrman Phil Crane (R-lllinois) protested the delay,
U.S. concern, particularly since trgcks crossing the warning that “Your decision to break a NAFTA
border often carry hazardous materials. commitment . . . is a dangerous precedent that
At the time of the 1995 delay, USTR Kantor threatens future implementation of the agreement and
indicated that it would take at least 45 days to agree ondraws into question the commitment of the United
additional safeguards to ensure that trucks are safe an®tates . . . to NAFTA% In October, California
drivers are qualified!  Mexico sought formal  Governor Pete Wilson asked President Clinton to allow
consultations under NAFTA dispute settlement the state to implement NAFTA cross-border trucking
procedures. The first round of consultations was held provisions as a pilot proje?. The Governors of
on January 19, 1998. The U.S. side reportedly told California, Arizona, New Mexico and Texas have said
Mexico that improvements in safety and in control they are satisfied that the safety and security measures
over cross-border drug smuggling were required beforebeing implemented by federal and border state
Mexican applications would be proces$édiechnical agencies are adequate.
discussions among safety officials continued, including
at meetings on the margins of the U.S.-Mexico Lack of progress in this matter was also criticized
Binational Commission held in early May. However, by the American Trucking Association (ATA). The
Mexico remained insistent that the United States ATA pointed out that failure to open borders has hurt
immediately begin processing the applications on file the U.S. trucking industry, as trucking companies
and rejected U.S. requests that it establish a system thaiade investments in anticipation of reciprocal
would allow authorities to determine in advance access% The ATA added that the dispute prevented
whether Mexican applicants for cross-border licenses progress in discussions of other important trucking
met U.S. truck and driver safety requireméfts. issues. Those talks centered on permission for U.S.

A June 24, 1996 blockade by Mexican truckers of trucl§s Ia_rger than a specified Iength to_ operat_e n
international bridaes alona the common border from Mexico, investment by U.S. companies in Mexican
:VIatamc;ros o II\/Ilg uele Algman Tamaulipas. Mexico trucking firms, and the finalization by the government
completelv sto ged Us -Mexi’co comn?erc’e i thé of Mexico of small parcel delivery regulations for U.S.

pletely PP S : : dcarriers into Mexico in accordance with its NAFTA
affected areas. The drivers were protesting heightened’, .. ~.. 191
. . . - obligations:
inspection of Mexican trucks by Texas state officials
that Mexican drivers felt was discriminatory and
resulted in 78 of the 98 vehicles inspected during the
June 3-15, 1996 period being placed out of seffce.

On the other hand, in late January 1996, a bill was
introduced in the Senate that would have blocked
implementation of NAFTAS trucking provisions until

On October 18, 1996, the International Mexico improved its performance in fighting drug
Brotherhood of Teamsters filed an appeal in a renewedtrafficking, a growing U.S. concern. On January 14,
effort to legally block entry by Mexican trucket. 1997, the National Association of Independent Insurers
The petition charged that the Interstate Commerce called on President Clinton to retain the moratorium on
Commission failed to seek all relevant information and granting increased access to Mexican trucks, citing
misapplied the national treatment obligation found in safety concern¥?2
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The United States has indicated that opening U.S. Financial Services
border states to Mexican trucking is contingent upon i ) ) )
Mexico's willingness to implement a mutually In April 1996, Mexican President Ernesto Zedillo
acceptable inspection and enforcement processinroduced legislation to  replace  Mexico's
regarding motor carrier safef§3 Recent reports ~government-run - social - security system with a

suggest that efforts to resolve the trucking dispute arePrivately-managed system.  The U.S. Government
intensifying, with a settlement possible in the early advocated the right of U.S. companies under NAFTA

months of 199294 Nevertheless, citing  similar to participate in managing t_he syst(_am’s $7 biIIion.in
grounds, the United States decided in January 1997 tc?SSets. Although some Mexican legislators and unions
delay implementation of NAFTA commitments on bus reportedly opposed foreign participatit, foreign
transportation, which called for lifting of restrictions firms have since been approved as private pension fund

. in 09 i i ico’
on regular-route, cross-border scheduled bus service orfdministrators?® The improvement in  Mexico's
January 1, 1997 economic performance, meanwhile, resulted in

increases in the individual and aggregate capital limits
for U.S. and Canadian financial institutions, which
were announced on November 5, 1996. NAFTA
permits foreign financial institutions from member
nations to hold a specified percentage of system-wide

Investment and Non-Financial capital and assets that increases over time and
Services fluctuates with the amount of assets in the financial
systemt10

In a March 31, 1996 exchange of lett&3, the
three NAFTA partners agreed to reserve indefinitely all
non-conforming state and provincial measures existing ; ;
January 1, 1994 from NAFTA disciplines on Professional Services
non-financial services and investment. The effect of ~ An agreement on mutual recognition of
this action is to extend indefinitely the exemption of engineering licenses reached under NAFTAS
such measures from the accord’s provisions on nationalprofessional services provisions during 1995 was
treatment, most favored nation treatment, and circulated to 55 state and territorial license boards for
prohibitions on attaching conditions on investors or ratification in 19961 The representative engineering
service providers that require local presence, and licensing groups are currently reviewing
mandatory performance (e.g., for local content and procedures for implementation.  Nine Canadian
exporting), and national or residency conditions for provincial and territorial engineering associations have
firm managerd® However, new non-conforming Submitted letters of intent to implement the agreement
measures by states and provinces implemented afteand the state of Texas became the first U.S. state to
January 1, 1994 could be subject to challenge under thesubmit a letter of intert:? A draft text on foreign legal
accord. The three governments agreed for purposes ofonsultants has been prepared and is currently under
transparency to exchange lists of measures that theyreviewl!2 Discussions by several other professional
had identified as non-conforming measures; this groups regarding mutual recognition are underitay.
exchange was completed in 1998,

Under the original NAFTA text, all existing : :
non-conforming measures at the state and local IeveITelecommumcatlonS
were blanket exempted until January 1, 1996, whenthe  The NAFTA Telecommunications Standards
3 countries were to submit detailed lists of subcommittee monitors and facilitates implementation
non-conforming measures; only notified measures of telecommunications-related productions of NAFTA.
were to be exempt from certain obligations under It has a detailed multi-year work program on standards
NAFTA Chapters 11 and 12. This deadline was harmonization and testing-related trade facilitation.
extended until March 31, 1996. Canada had facedTwo main disagreements over implementation of
opposition from its provinces over the item-by-item NAFTA obligations relating to telecommunications
exemptions, largely due to concerns that U.S. healthequipment occurred during 1996. One related to
care providers might find ways to penetrate the Mexican acceptance of U.S. test data, the other to
Canadian health care system. Several U.S. states hatMexican standards for telecom terminal attachment
also expressed a desire for a general versus individuakequipment that the United States and Canada believe
exemptions from the accord. go well beyond NAFTA provisions.
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Acceptance of Test Data NAFTA commitments on product standards for
network terminal equipment, notably over what issues

AS pa_rt _Of the annual  review Of_ were legitimate topics for mandatory standards.
telecommunications trade agreements under Section

1377 of the 1988 Trade A&t USTR on April 3, 1996 Article 1304 provides that mandatory standards for
determined that Mexico is not in compliance with its t€rminal telecommunications equipment should only

obligations under NAFTA. NAFTA Article 1304-6 go so far as to prevent harm or interference with the
required Mexico to have in place by January 1, 1995, network and to ensure users’ safety and access to

procedures for the direct acceptance of U.S. test datgPublic telecommunications networks or services. The
for use in determining conformity with standards three govemme_nt representatives 1o the NAFTA
relating to telecom terminal equipment authori- Telecommunications Standards Subcommittee (TSSC)

zation116 Procedures for acceptance of data regarding "€POrtedly agreed in three separate TSSC meetings in

terminal attachment standards and regarding data omt99° 10 a Ilrzrgted interpretation of “access” and
terminal safety standards were required. Without both "€tWork harm.

sets of procedures in place, U.S. exporters are Mexico, whose industry is dominated by
effectively denied access to the growing Mexican subsidiaries of the big European telecom suppfits,
market for telecommunications equipment. The USTR resisted the NAFTA definition of access arguing
report said that the United States would initiate instead that Article 1304 entitles Mexico's Telecom
NAFTA dispute settlement procedures should rapid Ministry and its standards body to impose a host of
progress not be madé’ mandatory performance and design standards on a
product-by-product basis. The Mexican emergency
regulation contains 32 parameters and some 60
subparameters to regulate network terminal attachment
equipment?2 The Government of Mexico maintains
that these standards are consistent with the goal of
ensuring “access,” because it defines access as

A series of discussions were held in an effort to
resolve the dispute. Mexico maintained that the
relevant NAFTA deadline for its acceptance of all
product safety test data, including those related to
telecom equipment, is not until January 1, 1998, as
outlined in NAFTAs Chapter 9 on standards generally. meaning that equipment must reliably work as
In August consultations, NAFTA parties agreed to L
pursue an informal plan on telecom data exchange."’mt'C'pmed by consumers.

The plan called for U.S. laboratories to conclude  Until August 1996, attempts to resolve the issue
agreements for the exchange of test data related td'ad not progresséd® At the TSSC meeting held in
product safety with laboratories in Mexico. The Mexico City August 15-16, 1996, the three NAFTA
negotiated schedule for resolution of the dispute hasgovernments agreed to a series of steps and deadlines
reportedly slipped, but the issue was slated to pe for resolving the dispute, with a view toward resolving
resolved at an April 1997 meetiAdg As of yearend,  the problem by the end of the next TSSC meeting

the exchange of letters had taken place but Mexico hagScheduled for February 11-12, 1997. Mexico agreed
not implemented the procedurés. that the new set of standards developed by its industry

would be reviewed by the trilateral industry consultive
body, the Consultive Committee - Telecom (CCT).
New Regulations on Telecom The CCT wasdchgrged with %omparing the 32 groposed
. Mexican standards against the requirements of NAFTA
Attachment Equment Article 1304 and reporting back to the TSSC which of
Related to the dispute over test data was thethe 32 should be mandatory, which should be
December 1994 issuance by Mexico’'s Electronic voluntary, and which it cannot agree upon.
Standardization and Certification Agency of an The CCT'’s final recommendation was issued to the
emergency regulation establishing standards for tggc i January 19924
network terminal attachment equipment, which
includes telephones, facsimile machines, and other
equipment connected to the public phone network by Intellectual PrOperty
users. Mexico relied on the emergency regulation in Mexican legal standards for protection of
order to come into compliance with an obligation to intellectual property rights have been progressively
have in place by January 1, 1995 parameters foraligned with internationally-accepted standards. In
terminal attachment equipment. Discussions about the1996, Mexico passed a law providing protection of
emergency  regulations revealed fundamental plant species, as required by NAF¥& Mexico has
differences between the United States and Canada oralso signed the International Union for the Protection
the one hand, and Mexico on the other hand, overof New Varieties of Plants and the Patent Cooperation
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Treaty. Enforcement of intellectual property rights has include prison sentences of up to 12 years and fines of
been slowly improving since NAFTAs inception. The up to 40,000 times the minimum wage. However, the
entry into force of a new Customs law in April 1996 law contained serious deficiencies from the U.S.
enabled Mexican customs officials to seize pirated perspective, particularly with respect to penalties for
merchandise for the first time, and U.S. rights holders infringement and protection for certain types of sound
have reported positive outcomes when such action hagecordingst34 The law was enacted on December 24,
been requestel®® Nevertheless, few arrests have 1996. The U.S. government has submitted formal
resulted from investigations and raids, and criminal comments on the lai?® and is reportedly hoping that
cases have been compromised by leaks and loss ofhe Mexican government addresses outstanding U.S.
evidencel?’” Enforcement still falls far short of the concerns in implementing regulations now under
level required to combat effectively rampant piré€y.  development36

As a result, USTR reports that piracy and
counterfeiting of U.S. intellectual property in Mexico
remains a serious U.S. concérd.

In June 1996, the United States notified Canada
that pending revisions to Canadian copyright law
would violate NAFTAs nondiscriminatory treatment
In late 1995 the United States and Mexico and IPR provisions because the measure would

established a bilateral working group on intellectual discriminate against U.S. music performers and
property rights30  Following its first meeting in companies. The bill, scheduled to come to a final vote

February 1996, Mexico agreed to re-establish the in early 199737 would extend music broadcast royalty
inter-secretarial commission for the safeguard and rights to producers and performers (neighboring

protection of IPR and unfair competition. At a March "9ts). impose a levy on blank audio cassettes to
28-29, 1996 meeting, Mexico unveiled a ten-point COMPensate artists, and make it an offense for
action plan based on U.S. industry recommendationsbOOkse"erS to obtain books from any source other than
for improving IPR protection that it said it planned to e exclusive agent for the Canadian market. Because
announce. At the third meeting in July, the Mexican the ne|ghb0r|ng_r|ghts_ amen_dment would benefit only
delegation notified the United States of two newly Rome Convention signatories, U.S. produce_rs and
established IPR working groups, one to focus on performers could benefit under NAFTA only if the

enforcement and the other to review legal matters United States passed a similar Fe.
related to IPR protectiok?!

In a February 1996 submission to USTR, the .
International Intellectual Property Alliance (IIPA) said NAFTA DISpUte Settlement
that Mexico's failure to comply with NAFTAS
enforcement  obligations  cost  copyright-based
industries more than $285 million in 1995. The IIPA
charged that Mexico does not provide expeditious
relief from piracy as required under Article 1714 of

NAFTA contains several dispute settlement
mechanisms. It carries forward the system created
under the U.S.-Canada Free Trade Agreement that
provides firms the option of having final antidumping
Y s ) and countervailing duty determinations reviewed by a
NAFTA. " In addition, IIPA said that Mexico has not a6l of experts drawn from each party, in lieu of
provided provisional remedies, injunctive relief, or 5 5041ing such determinations to the national courts.
sufficient criminal penalties for violators, as required NAETA also contains a government-to-government
und_er Articles 1715, 17_16, and 1717 respectively. The dispute resolution procedure. Any NAFTA party can
Business Software Alliance (BSA) also expressed yoq a5t consultations under NAFTA dispute settlement
concerns - over M%’;'COS procedures for criminal o ocequres and, failing satisfaction, can request
enforcement of IPR formation of a panel to examine its concerns. Opting
to pursue NAFTA dispute settlement, a choice made at
the complaining parties’ discretion, precludes pursuit
of the same matter under WTO dispute settlement
procedures.

On November 11, 1996, President Zedillo
submitted reforms to intellectual property law to
Mexico’s Congress. The reforms would significantly
increase protection for computer programs, textile
designs, and several other types of copyrighted As of December 30, 1996, a total of 25 dispute
material. Penalties in several areas were to incfédse. settlement panels had been established under NAFTA.
Penalties for copyright violations would include prison All but one of the panels involved firm-initiated
sentences from one to six years and fines of up toreviews of final agency determinations in antidumping
20,000 times Mexico’s daily minimum wage (currently and countervailing duty investigations, as provided for
about $3 per day). Software piracy violations would in NAFTA Chapter 1939
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Trilateral Panel Reviews of inconclusivel** The United States was the respondent
AD/CVD Determinations in 5 cases—tomatoé4?® trucking (discussed above),
broomcorn  broom&#6  sugar-containing products

Panel reviews of AD/CVD determinations are (discussed below), and the Cuban Liberty and

conducted under Chapter 19 of NAFTA. Since pemocratic Solidarity Act of 1996 (Libertad, or
NAFTA entered into force, Chapter 19 panels have Helms-Burton, Act47).148

completed 12 appeals (6 concerning U.S.

determinations, 2 concerning Mexican determinations, Formal dispute settlement consultations over a

and 4 concerning Canadian determinations). Chaptercanad'an complaint about the U.S. Sugar-Containing
Products Re-Export Program were held on November

19 panels are currently considering 5 appeals, 49 . .
including 1 against U.S. determinations, 1 against _20’ 199649 Canada maintains that the United States

; - ; ; bliged to stop applying the program to exports
Canadian determinations, and 3 against Mexican IS o .
determinations. All but 2 of the Chapter 19 cases distmed for Canadg kit NAETA Amc'i 323'96
considered thus far have involved U.S. determinations V10S€ accompanying annex sets a January 1,

40 deadline for phasing out duty-drawback and

or U.S. exporterd’ : o
duty-deferral programs. The United States maintains
~ The NAFTA Chigter 19 panel system has not beenthat the Sugar Re-Export Program—which allows U.S.
group of U.S. Senators urged that the panel system bge-export an equivalent amount of refined sugar in food

changed or abandoned and expressed opposition {Sroducts—is not a duty-drawback or duty-deferral
extending the mechanism to future FTA partdéfsin scheme.

January 1997, a private group announced plans to
mount a constitutional challenge to the mechard&m.

Private Commercial Disputes

General Dispute Settlement Another innovation of NAFTA was its efforts to
facilitate resolution of cross-border commercial

disputes between private parties. Article 2022 of
Panel Reports NAFTA requires each party to facilitate use of alternate
dispute resolution (ADR), to establish procedures to
enforce agreements to arbitrate, and to recognize and
renforce arbitral awards. NAFTA establishes a
broad-ranging Advisory Committee on Private
Commercial Disputes as well as a separate committee
on agriculture.

The only government-to-government dispute
referred to a panel for resolution under NAFTA
Chapter 20 reached a key stage in early Decembe
1996 with the formal release of the panel’s report. As
explained in greater detail in the Canada section of ch.
4, the panel was formed at the request of the United
States to examine the NAFTA compatibility of
Canada’s tariff rate quotas on imports of U.S. dairy, . . .
poultry products, barley, and margarine. The panel AdVISOI’y _Commlttee on Private
found that Canada was within its NAFTA rights in Commercial Disputes

subjecting U.S. goods to the high duties that resulted  The broad group was constituted shortly after
from the conversion of Canadian import quotas to NAFETAS inception and has formed 4 working groups,
tariffs as called for by the WTO Agreement on gegling with arbitration, mediation, promotion of
Agriculture. ADR, and enforcement issues. Action plans for each
working group have been agreed upon. The
| ltati Committee has compiled and evaluated existing means
Pre-Panel Consultations for settling private commercial disputes in each
Government-to-government consultations under country and has developed a brochure aimed at
NAFTA dispute settlement procedures were held on 6 first-time users of ADR, a survey of companies, and
issues. The United States was the complaining party inseveral legal papers on enforcement issues. A third
one case, on Mexico’s treatment of U.S.-affiliated meeting of the Committee was held on November
small package delivery firms. Consultations over U.S. 14-15, 1996. The Committee’'s recommendations for
concerns, which include Mexico’s onerous restrictions future work are expected to be considered by the
on vehicle and package size and failure to grant U.S.NAFTA Free Trade Commission when it meets in
firms full operating authority (they operate under 1997, along with a report on the Committee’s work to
temporary and limited authority), thus far have proved datel®0
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Advisory Committee on Private efforts to address the nexus between trade and the

Commercial Disputes for Agricultural environment by developing innovative ways to identify
Goods and avoid trade disputes over environmental issues.

The release of these papers was followed by June 21
On April 30, 1996, the three NAFTA partners and July 19 public meetind8? At its August 1-2,

agreed to appoint an advisory committee on private 1996 annual meeting, the CEC Council agreed to
commercial disputes in agriculture, as called for in launch a program to promote environmental “best
Article 707. The NAFTA countries agreed to the terms Practices” in both the public and private sectors and to
of reference for the committee, which is charged with develop principles to guide development of new
making recommendations on the availability, use, and €nvironmental regulation and management systems.
effectiveness of arbitration and other methods of
alternate dispute resolution in the NAFTA region.
Each country was to appoint up to 10 members of the
committee, 2 of which could be government
representative’! The Committee held its inaugural
meeting on February 17, 1997, in Mazaltan, Mexico.

All three NAFTA partners have or are considering
devolving considerable responsibility for
environmental regulation to states and provinces.
Ways to ensure that standards of protection and
administrative  capacity remain adequate were
discussed by the CEC Council. A December 4-5, 1996

The initial focus of the group will be on perishable meeting sponsored by the CEC and held in Austin
fruits and vegetables, sectors for which Canada and theTexas brought together state, federal, and Ioca’l

United States both have governmental programs to a'dgovernment regulators from across the Americas to

resolution of private commercial disputes. consider these questions, as well as the implications of
moves by all 3 countries towards reliance on
“voluntary compliance” measures that provide

NAFTA and Environmental businesses greater leeway in attaining environmental
) goalsl®3
Cooperation

NAFTA was accompanied by a trilateral North
American Agreement on Environmental Cooperation . .
(NAAEC) as well as bilateral agreements with Mexico Cooperative Projects
to create the North American Development Bank
(NADBank) and the Border Environmental
Cooperation Commission (BECC). The goal of these
agreements was to ensure that NAFTA-related
economic integration was accompanied by cooperation
to strengthen environmental protection and promote
sustainable development. Regular consultations,
case-by-case examination of environmental concerns
cooperative work, and jointly financed infrastructure
projects are among the activities envisioned.

The CEC has begun cooperative work on 38
projects that focus on four major goals: conservation,
protecting human health and the environment,
enforcement cooperation and law, and information and
public outreach. Several cooperative agreements were
signed on October 13, 1996. Under the conservation
theme, the CEC is developing a biodiversity database
for North America. Programs to conserve North
American birds and butterflies were launched by the
CEC after it had conducted an investigation under the
NAAEC into the deaths of over 40,000 migratory and
native birds in December 1994 at Mexico’s Silva
Commission for Environmental Reservoir. Regarding human health, trilateral

; discussions aimed at sound management or phase-out
Cooperatlon of four toxic substances—PCBs, DDT, mercury, and

The NAAEC is administered by a Commission for chlordane—resulted in submission of regional action
Environmental Cooperation (CEC). A CEC Council, plans on December 15, 1996. A trilingual electronic
comprised of the three NAFTA environment ministers, information service to help users of environmental
oversees the CEC. The Council is supported by atechnologies make better decisions about which
Secretariat, located in Montreal, Canada, as well as aproducts best suit their needs will be launched in the
Joint Public Advisory Committee that includes Spring of 1997254 The CEC has developed a database
representatives from non-governmental organizationsof environmental laws in all the three countries that is
and business. During 1996, discussion papers wereaccessible to the public via the Internet. Development
prepared that focused on such topics as how NAFTA of measures to gauge compliance and enforcement is
partners could lay the groundwork for international also being considered.
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Study of NAFTA’s Impact on Development Bank (NADBank) to provide seed
Environment money for environmental infrastructure and

community  development projects along the

Of direct interest to trade policy makers, the CEC y s.-Mexico Border, as well as to establish a Border
has undertaken a pathbreaking study on the effects ofgnyironmental Cooperation Commission (BECC) to
NAFTA trade on the environment. The study was review proposals for such funding. In December 1996,

launched in response to Article 10.6 (d) of the NADBank approved its 2 first loans, for water
NAAEC, which calls for continued consideration of treatment p|ants in MercedeS, Tean, and Braw|ey,

the environmental effects of NAFTIR® Drafts of the  californial65 As of March 1997, financing for a total

study's component papers are presently beingof 4 projects had been approved. BECC, which
reviewed. Detailed case studies on two sectors—recommends projects for NADBank financing based
agriculture and energy—are being prepa®dThe on need and community support, has certified 12
complete study should be released in 1897In a  projects for financing, and is considering additional
statement released after their August 1-2, 1996 projects from a pool of some 100 projects
meeting, the CEC Council also indicated that it would gypmitted!66 A report by the U.S. General Accounting
seek a joint meeting with their trade counterparts “to Office (GAO) issued in July 1996 indicated that
review the American experience in integrating trade NADBank did not disburse any loans in the year and a
and environment policies:®8 half since Mexico and the United States agreed to
commit $1.5 billion to clean up pollution along the
T . . U.S.-Mexican borde¥é?” GAO also warned that
FaCt'Fmdmg Investlgatlons Launched interest rates on NADBank loans, at 1 percent above
Upon Complaint market rates, may be too high for the most polluted
Some environmental groups claim that NAFTA tOWnS.168 NADBank officials have stated that the

has worsened water and air pollution and hazardousbank is ready to be more proactive and to quickly act
waste dumping, and increased rates of disease and birthpon applications after having put in place credit
defects!59  Others criticize weak enforcement of guidelines —and  administrative  processek.

environmental rule3®® Concerns that the heightened Nevertheless, NADBank General Manager Alfredo
competition engendered by NAFTA would result in Phillips says it may be difficult for the bank to engage
pressure to lower environmental standards or loosenin substantial lending operations in the short-term
enforcement of environmental rules led to because few of the many projects that have been

establishment of a trilateral mechanism for discussed have been adequately analyzed and
investigating such complaints. developed for presentation to potential financiéfs.

By year-end 1996, 4 requests for the CEC to
investigate such concerns under procedures set forth i i
Arts. 14 and 15 of the NAAEC had been lodged. TworNAI:TA and Labor Cooperatlon
petitions, relating to non-enforcement of U.S. laws via ~ NAFTA was accompanied by a trilateral North
the withdrawal of funding from such activities, were American Agreement on Labor Cooperation (NAALC)
rejected by the Commission in 1995, In response to  to ensure that NAFTA-related economic integration
another such request, at its August 1996 meeting, thewas accompanied by improved working conditions and
CEC Council directed the CEC Secretariat to prepare aliving standards in each party’s territory and adherence
factual record regarding the construction and operationto basic labor law principles. ~ The NAALC is
of the public harbor terminal in Cozumel, Mexi%, administered by a Commission for Labor Cooperation
which some fear could threaten coral rééfsThe  (CLC). A CLC Council, comprised of the three
group a||eged that Mexico did not conduct an NAFTA labor ministers, oversees the CLC. The
environmental impact assessment before permitting Council is supported by a Secretariat, located in Dallas,
construction of a pier, passenger terminal and otherTexas. Each member has a National Administrative

infrastucture for tourist cruises, as required under its Office (NAO) for the agreement. In the United States,

environmental law$%4 a 12-member National Advisory Commission drawn
from academia, business, and labor groups advises the
NAO.

NADBank and BECC At its third annual meeting, held May 15, 1996, the

The NAFTA was accompanied by bilateral CLC Council heard reports on the CLC Secretariat's
agreement by the United States and Mexico to first year of operation. The Secretariat has initiated
establish a jointly-funded  North  American several projects, including preparing comparative
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reports on labor market conditions and labor law, WTO Review Of NAFTA

undertaking a project to identify advanced Ilabor

practices in the apparel industry, and sponsoring an  Under multilateral trading rules, all regional trade
international conference on incomes and productivity agreements must be notified and undergo an
in North America in 1997. Cooperative projects on €xamination of the accord’s consistency with existing
occupational safety and health, industrial relations, GATT obligationst’” A working party to examine

worker training, and child labor are also underiy. NAFTA’S consistency with multilateral trade rules_ was
established by the GATT on March 23, 1994. With the

On February 13, 1996, the Secretariat also advent of the WTO on January 1, 1995, the working
party was converted into a working party under the
WTO,178 whose membership and terms of reference
were established in August 1995 Numerous

launched a special study at the request of the Council
on the effects of sudden plant closings on the principle

of freedom of association and the right of workers to . . :

o ; questions regarding NAFTA have been raised and
organize in the three NAALC countries. The request yoqhqnqeq transmittd@® The WTO's Committee on
was part of an action plan resulting from Ministerial Regional Trade Agreements focused on NAFTA during
Consultations held under the accord regarding atheir July 29-31, 1996 sessiéft At the meeting,
Mexican complaint about union registration at a U.S. questions and concerns were raised about the impact of
telephone firm (Sprint). The December 15, 1995 NAFTA rules of origin on third-country trade,
action plan also called for continued monitoring of particularly with respect to autos, electronics, and
U.S. legal developments in the case and for the U.S.textiles and yarn. Trade statistics to aid in an
Department of Labor to hold a public forum in San €valuation of whether NAFTA had been trade-creating
Francisco to allow interested parties an opportunity to OF trade-diverting were also requested.
convey their concerns. The forum was held February
27, 199672 A draft of the Secretariat study is . .
presently being reviewed by the Council, which can NAFTA Accession and Bilateral
either accept the study for publication or send it back FTAs
for revisions!’3

The United States, Canada, and Mexico announced
Each party, through its NAO, can accept petitions their intention to begin negotiations on Chile’s
by domestic interests requesting investigations into accession to NAFTA in December 1994, and formally
complaints about administration of another party’s launched negotiations in June 1993. However, little
labor laws. Issues of union registration and internal beyond exploratory work occurred in 1995 and 1996,
union democracy have been raised in each of the sixdue in part to the lapse in U.S. Presidential negotiating
submissions reviewed by the U.S. NAO since authority.  With little progress made on NAFTA

NAFTAs inception. In August 1996, the Secretary of accession, t.he. Governmepts of Chile and Canada
Labor of Mexico and Mexico's major labor and began negotiations on a bilateral free-trade agreement

busi it ianed a d i it (FTA) in December 1995. A Canada-Chile FTA,
us:mess orga!'nza 1ons, §|gn9 a document committing, i, s closely patterned on NAFTA market access
their respective organizations to address these

e X provisions and rules of origin, was concluded on
matterst’4 In 1996, ministerial consultations were November 14. 1996. Among key differences between
held on a U.S. complaint about efforts to organize a the Canada-Chile FTA and NAFTA, the Chile-Canada
union at a Mexican electronics firm (Sony). The agreement—

consultations resulted in an agreement to hold 3 public

: . . . N Permits Chile to retain capital control
seminars on union registration and certification, for the

requirements for foreign investors that

U.S. NAO to conduct a study on cases before Mexican have been identified by the United States as

authorities involving allegations of unjustified investment barriers;

dismissals, and in meetings between Mexican _ _

authorities and the parties concerned, the last of which * Phases out the use of anti-dumping

was held February 29-March 1, 1956. Also in measures in bilateral trade over a 6-year
' . i0d183

1996, the U.S. NAO agreed to investigate charges that period; == and

Mexican federal workers had been thwarted in attempts « Exempts cultural industries as well as

to form an independent union. A hearing on the case supply-managed agricultural commodi-

was held December 3, 1996 ties184

74



Canada and Chile also signed agreements on labor andnd investment in the region by 2020, as set forth in
the environment, closely patterned on the NAFTA the Bogor Declaratioh®® APEC’s activities were
“side agreements” in the same areas, on February 6pased on the framework for action outlined in the
1997; the negotiated Canada-Chile agreements arel995 Osaka Action Agenda (OAA) which rests on the
scheduled to enter into force on June 2, 1497, three pillars of trade and investment liberalization;
A bilateral Chile-Mexico ETA has been in trade and investment facilitation; and economic and
operation since 1992. Negotiations to make that technical cooperatlon.'APECLf, !lberallzatlon act|V|t.|es
focused on developing individual and collective

agreement more comparable to NAFTA by expanding .~ ~"°. : X
its coverage and adding disciplines on non-tariff initiatives to fulfill the OAA commitments. APEC also

barriers, services, investment, intellectual property 'Nitiated 320 projects in various Working Groups and
fights, and temporary movement of personnel (all other APEC fora, many of which involved economic

topics addressed in NAFTA) are under way. and technical cooperation.

Free Trade Area of the = APECS Work Program
In 1996, the Philippines held the chairmanship of

Americas APEC and hosted the annual APEC Ministerial
meeting in Manila which was attended by economic
and foreign ministers from member economies. Nine
other ministerial-level meetings were also held
throughout the year including ministers in charge of
trade, finance, transportation, telecommunications,

. . . L education, energy, sustainable development,
investment will be progressively eliminated. . . . to . . .
environment and small and medium-sized

conclgde the negotiations of the Free Trade Area of theenterpriseé.go APEC Senior Officials, who review the
Americas no later than 2005, and agree that concrete . .
; ! o . work of APEC's two permanent Committees—the
progress toward the attainment of this objective will be :
. 6 . Committee on Trade and Investment (CTI) and the
made by the end of this centuA?® Eleven working ) . ) .
Economic Committee (EC)—met four times during
groups were created to lay groundwork for eventual .
- . ©1996. In 1996, the CTI, the group responsible for
FTAA negotiations. Those working groups are for: : ; , .

i .. implementation of APEC's trade and investment
market access; customs procedures and rules of origin, . . )
. : . . .agenda, was implementing and reporting on the APEC
investment; sanitary and phytosanitary measures; . : :

. . . . .._collective actions (see explanation below). The CTI
standards and technical barriers to trade; subsidies,

. . o L also continued its ongoing work in other areas
antidumping and countervailing duties; smaller . S .
: - C including: investment (updating tHePEC Investment
economies, competition policy; government procure-

o . ; . Guidebook standards and conformance (completion
ment; intellectual property rights; and serviées. . :
of a report on the alignment of standards); customs

The Hemisphere’s Trade Ministers held their procedures (implementation of the Customs Action
second meeting under the FTAA process in March plan); government procurement (initiation of two
1996 in Cartagena, Colombia. No new commitments surveys); dispute settlement; Tariff Data Task Force
to the FTAA process were made during that meeting; (development of APEC Tariff Database on the
however, the Ministers directed their Vice Trade |nternet/Worldwide Web): deregulation and
Minsters to make an assessment of when and how tacompetition policy (review of concept paper and

launch the FTAA negotiations, and to make conduct of workshop); rules of origin (consideration of
recommendations on those issues before the thirdimplementing technical rules of origin work in the

Trade Ministerial meeting scheduled for May 1997 in Customs Action P|an); Uruguay Round

Belo Horizonte, Brazit®8 implementation; intellectual property rights (initiation
of an Intellectual Property Contact Points list); and
mobility of businesspersons (development of an APEC

At the December 1994 Summit of the Americas,
the heads of state of the Western Hemisphere's 34
democracies declared their resolve “to begin
immediately to construct the Free Trade Area of the
Americas (FTAA) in which barriers to trade and

Asia-Pacific Economic Business Travel Cardfl! The CTIs two
. Subcommittees on Customs Procedures and Standards
Cooperatlon and Conformance made substantial contributions to the
During 1996, the Asia-Pacific Economic CTI'S work in these areas.
Cooperation forum (APEC) moved from goal-setting The Economic Committee, which serves as

activities to taking actions towards free and open trade APEC’s analytical group, provides reports on
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economic trends and related issues in the region. Into reducing the environmental impact of energy supply
1996, the United States prepared one of the mainand usé-94

products of the committee, the annual economic  gince jts initiation, APEC has sought to integrate
outlook report.  Other work of the Economic anq encourage business participation in every level of
Committee included an analysis of issues relevant t0jis \work program. During 1996, one of APEC’s
achieving  sustainable growth and  equitable piqrities; as set out by President H.E. Fidel V. Ramos
development in the region. The Committee alsO ot the phjlippines, was to increase the engagement of
published The State of Economic and Technical e private sector in the APEC process. The
Cooperation in APECwhich provides an overview  ppjjinnines sponsored the “APEC Business Forum” in
and recommendatlons_re_gardlng cross-cuttlng_a_ctlwtlesconjunction with the 1996 Ministerial to provide an
currently underway within APEC. APEC Ministers  on56rtunity for networking among senior business
directed the Working Groups and other fora to consider g resentatives and to define short-term private-sector

collaborating on issues that are of a cross-cutting inisatives to facilitate intra-APEC cooperatié® In
nature, based on the report. APEC Ministers also 1996, the APEC Business Advisory Council (ABAC)
noted the high priority that issues regarding met four times and presented its  flagship

infrastructure development had been given by a taskiocommendations to APEC Leaders on November
force under the Economic Committee, including the 24196 The recommendations included establishing a

publication of a compendium of “Best Practices” cenyral registry for patents and trademarks; adopting a
developed at a Roundtable meeting hosted by theget of common professional standards for business
United States and Indonesia in Seattle, July 996.  senice providers; holding joint public/private sector

Progress on the APEC Leaders’ Initiative on the royndtables to develop guidelines for infrastructure
Impact of Expanding Population and E_conomlc projects; developing an APEC-wide network and
Growth on Food, Energy and the Environment nqyiding other technical cooperation for small and
(FEEEP), was addressed by various APEC fora in pediym-sized enterprises. APEC Ministers were
1996, including a Task Force on Food under the girected by Leaders to work closely with ABAC in
Economic Committee. The Task Force on Food examining ways to implement their
developed a work plan in 1996 including the ocommendationk?

appointment of lead economies (shepherds) for future

work on food supply and demand, processing and

distribution, correlation between food and the |nstitutional Issues

environment and future trends in food supply and ) S
demand. The task force will first examine regional Membership and nonmember participation issues
food issues and thereafter explore options for initiating Nave been a recurring topic of discussion within APEC
joint actions with other APEC fora to deal with &S theé number of requests to joint APEC have
regional food challenges. Ministers indicated that an increased. APEC’s 3-year moratorium on the

overarching report on FEEEP would be prepared for @dmission of new members was set to expire in 1996.
the 1997 Ministerial93 At the November Ministerial meeting in Manila,

Ministers decided not to extend the moratorium and
Each of APEC’s 10 Working Groups had extensive agreed that a set of criteria for evaluation applications
work programs in 1996 covering broad issue areas ofwould be adopted in 1997. Based on the criteria,
human resources development (HRD), telecommuni- APEC Ministers also decided that new members
cations, transportation, tourism, energy, marine would be announced at the 1998 Ministerial in Kaula
resources, fisheries, trade and investment data reviewL.umpur and would be admitted at the 1999 Ministerial
trade promotion and industrial science and technology.in Auckland!®® ~ APEC Ministers also adopted
For example, the Working Group on Human Resourcesguidelines regarding non-member participation in
development implemented over 80 joint projects, APEC Working Group activities. A key element of the
including the launching of a Labor Market Information guidelines is a statement indicating that, “There must
database which identifies focal points for each memberbe no linkage between participation in APEC Working

economy. The first HRD Ministerial meeting was held
in January 1996 in Manila. Another example of
Working Group activities was the adoption of
non-binding energy principles intended to reform
regional energy policies, the implementation of a
program to mobilize investment in power sector

Groups and any application for a full membership in
APEC. In other words, participation in a Working
Group is neither necessary nor sufficient for a
successful application to become an APEC
member.199|n 1996, APEC Senior Officials approved
requests by Russia and Vietnam, to participate in a

infrastructure and the adoption of a strategic approachone-time APEC symposium and conferences.
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Regarding other budget and administrative issues, Officials. At the Ministerial meeting in Manila, APEC
APEC Ministers agreed to raise the APEC Secretariat's Ministers recognized the IAPs as “a credible beginning

budget from $3.1 million in 1996 to $8.1 million in

1997. The Ministers also endorsed the recommen-
dations of the Task Force on Management Issues whichimportance of

to the process of liberalization and noted the rolling
nature of the IAPs205 The Ministers noted the
“ensuring transparency of and

are intended to facilitate relations between the SeCfe-Comparab”ity among the respective action p|an5 and

tariat and other APEC for&¥0

Manila Action Plan for APEC
1996 (MAPA)

One of the most significant APEC actions in 1996
was the endorsement of the Manila Action Plan for
APEC 1996 (MAPA) by APEC Leaders at their fourth
annual meeting on November 2% The MAPA
integrates the Collective Action Plans (CAPs), the
Individual Action Plans (IAPs), Progress Reports on
Joint Activities of APEC members and various APEC
fora, as discussed below.

In accordance with the OAA, APEC began
developing two sets of CAPs and Individual Action
Plans (IAPs), each of which cover the 15 specific
areas in the OAA for liberalizatio?¥2 During 1996,

their implementation in conformity with the principles
set out in the OAA206 |n their declaration, APEC
Leaders indicated that APEC was committed to
improving the individual action plans, including
comparability and comprehensiveness and taking into
account the views of the private sec®f. Differences
among APEC members regarding interpretation of
“comparability” have emerged. The developed APEC
economies interpret this principle to mean that
relatively open economies are required to take fewer
steps towards liberalization than those that are
relatively closed. These economies believe that the
more closed economies must raise their level of
liberalization and “close the gap” with the more open
economies. The APEC developing economies, by
contrast, view comparability as meaning that each
economy should take relatively the same number of
liberalizing actions, implying that more “WTO-plus”

APEC worked on developing standardized guidelines COMmmitments should be made by countries such as the
and formats for the action plans. The CAPs consist of United States. This difference in opinion is expected
summary reports and matrices indicating actions thatt© Pecome more important in 1997 when member
APEC members have agreed to take as a group tgconomies will begin implementing their IAPs and
advance liberalization in each of the 15 issue areas.eNgaging in consultations with other economies.
APEC Ministers approved the CAPs at their November _ )

meeting in Manila. Ministers noted examples of Another action that APEC took with regard to
outputs contained in the CAPs that will contribute to trade and investment liberalization was to reaffirm the
business facilitation in the region including: the APEC complimentarity ~of ~APEC with the global
Tariff Database, APEC publications on members’ liberalization process, indicating that APEC seeks to be
investment regimes, customs procedures, rules ofa catalyst for further liberalization. In their meetings
origin, business travel, government procurement andthroughout the year, Senior Officials noted the
intellectual property rights, an Umbrella Mutual importance of APEC in providing substantive support
Recognition Arrangement of Conformity Assessment for the WTO at the Singapore Ministerial Conference
for Food and Food Products, an Arrangement for theto be held in December, but there were some
Exchange of Information on Toy Safety, a guide for the differences among members about the content of any
alignment of members’ standards with international official statement. In November, APEC Ministers
standards, and the harmonization of tariff nomenclatureissued a relatively strong statement emphasizing
and other customs procedures. In 1997, the CAPs willsupport for the success of the WTO Ministerial
be subject to review and expansfdf. conference. Ministers stressed the importance of full,
effective and timely implemention of the Uruguay
Round agreements and commitments; endorsed
APEC’s role in providing technical assistance to
member economies; emphasized the need to complete
ongoing negotiations on financial services, basic
telecommunications and rules of origin within the

The IAPs contain individual members’ voluntary
commitments or concrete steps towards fulfilling the
OAAs goals204 Each of the eighteen economies
submitted the first draft of their IAPs at the Senior
Officials Meeting held in Cebu in May 1996. At that
time, the content, quality and format of the IAPs
varied. During the period May through November, agreed timeframe; expressed support for the built-in
members improved and reformatted their IAPs in agenda and noted the importance that regional trade
accordance with guidelines adopted by Senior arrangements be consistent with the W2P®.APEC
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Leaders referenced many of the same issues withmembers, however, some economies favored broader
somewhat weaker language in their declara@fn. product coverage and a phased in timetable for

In their statements of support for the WTO, APEC €limination of tariffs?!! By the time of APEC’s
Leaders and Ministers called for the conclusion of an November 1996 Ministerial meetings, support for total
Information Technology Agreement (ITA) at the WTO €limination of tariffs had apparently weakened
Ministerial Conference that would “substantially Somewhat due to concerns by some of the developing
eliminate tariffs by the year 2008° Gaining APEC APEC economies and the final language included in
support for an ITA was a major objective of U.S. the Leaders’ Declaration was that tariffs would be
officials. As originally proposed to APEC, the ITA “substantially” eliminated. However, the United States
would eliminate tariffs on information technology did secure support for the ITA during the final day of
products by the year 2000, beginning in 1997. During the meeting, and members agreed to include a deadline
discussions among APEC Senior Officials at their of the year 200812 The momentum was carried forth
meetings in Davao (August) and Manila (October), to the WTO Ministerial meeting in Singapore where
there was initial support for the agreement among mostmembers agreed to an IBA3
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CHAPTER 4
U.S. Relations With Major
Trading Partners

This chapter reviews bilateral trade relations and tariffication held precedence over NAFTA tariff
issues with seven major U.S. trading partners during elimination. The United States said that certain
1996: Canada, the EU, Japan, Mexico, China, Taiwan,Canadian tariffs on imports of agricultural products
and Korea. See tables A-1 to A-21 for detailed were “contrary to its commitments under the

information on U.S. trade with these partners. NAFTA.”4 The case was the first dispute handled
under the dispute settlement procedures of NAFTA

Chapter 20.
Canada The dispute ended with release of the dispute

settlement panel's report, which was officially

published by the NAFTA Secretariat in December
19968 The unanimous panel decision upheld the
Canadian position. As a result, Canadian duties on
certain products will not be eliminated by January 1,

Economic and trade relations between the United
States and Canada were relatively smooth during 1996
The trading relationship is dominated by the NAFTA,
and while some trade disputes were confronted, no

ingle i i he bil I lationship. 7
single issue dominated the bilateral trade relationship 1098, as they would have been under the original

The March 1996 enactment by the United States of - S - :
y NAFTA timetable. The case was significant in that it

additional trade sanctions against Cuba and countries . L L .
had possible implications for further decisions in

or investors that do business in Cuba, however, was aNAFTA The following two sections summarize the

particularly contentious issue in the overall bilateral . .
relationship for the remainder of the y8arAnother _Urugugy Rouqd and NAFTA provisions which were at
dssue in the dispute.

dispute between the United States and Canada in 199
centered on differing interpretation of obligations o
related to agriculture under the NAFTA and the WTO. Uruguay Round Provisions on
That dispute, involving dairy and poultry products, was Ag riculture

resolved in Canada’s favor with the announcement of a

NAFTA dispute settlement panel determination late in . The Uruguay_Round Agreement on Agriculture
: . included a commitment to expand market access for
the year. Softwood lumber, a subject of recurring

bilateral attention, was again addressed in 1996. Aagncultural products, cut agricultural export subsidies,

. . . —"and reduce trade-distorting support to domestic
5-year agreement was concluded following d|scu55|onsa ricultural producers. In the Uruquav Round. the
between Federal and Provincial authoriies and &9 P ) guay '

representatives of the industry on both sides of the United S“"?tes agreed to. slc:alg ba(;]k Its own
border. export-subsidy  program, including the Export

Enhancement Program. The United States also agreed
to tariffication of quotas imposed under section 22 of
; ; the Agricultural Adjustment Act and then to reduce
Dalry and POUltry DISpUte those tariffs. Canada and other countries with official
In the spring of 1994, the United States and Canadasupply management systems for agricultural products
disagreed over the priority of NAFTA bilateral agreed to replace those systems with tariffs and then
commitments versus Uruguay Round commitments onreduce the tariffs. The tariffication process affected
agriculture3 The dispute centered on the NAFTA Canadian supply management systems for certain
goals of eliminating tariffs on bilateral trade and the agricultural products, including dairy products,
conversion of nontariff  barriers to tariffs poultry, eggs, barley, and margarieAs a result of
(“tariffication”) as part of Uruguay Round the supply management system in Canada, Canadian
implementation. Canada asserted that Uruguay Roundconsumers pay some of the world’s highest prices for
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milk, butter, and other products covered by the establish these new tariffs pursuant to the WTO
decision® Agreement on Agriculture. Canada further argued that
its tarrification obligation, was consistent with its

In January 1994, Canada announced new tariff .
commitments under the NAFTH,

rates for certain agricultural products that would go
into effect on July 1, 1995, as a result of tariffication. The panel concluded that the U.S. contention that
Even after the six-year reduction, such Canadian dutiesthe imposition of Canadian tariffs on the goods in
would continue to be prohibitive, equaling 285.6 question “on its face violates the straightforward
percentad valoremfor imported chicken cuts, 187.5 prohibition contained in the words of NAFTA Atrticle
percent for eggs, and 272.5 percent for yodurt. 30212 Because the U.S. had establishegdriana
facie case, the panel next had to determine whether
Canada had shown either that its actions were
Duty Elimination under consistent with Article 302, or that they were allowed
CFTA/NAFTA under an exception to the article. The panel decided
. . that Article 710 of the CFTA brings into the NAFTA
The United States reacted to the 1994 Canadiany, (eference the replacement regime for nontariff
announcement of new tariffs by pointing out that, y7rers that was ultimately established by the WTO
under the terms of the U.S.-Canada Free Tradepgreement on Agriculturé3 As a result, the Canadian
Agreement (CFTA) and the NAFTA, all duties between ., increases were found to be “otherwise provided
the two countries were to be eliminated by 1998. ¢ "i, the agreement” and therefore consistent with
Canada responded that the Uruguay Round \apTa Article 302. In short, the panel ruled, that
commitments agreement took precedence over both the~;1ada acted in conformance with both its NAFTA
CFTA and the NAFTA. obligations and its WTO commitmeri$.

The NAFTA agreement anticipated the possibility Acting USTR Barshefsky and USDA Secretary
of overlap with other agreements. Article 103 states gjickman expressed “deep disappointment” at the
that “In the event of any inconsistency b_etween this gecision. They said that a more open trade regime
Agreement and such other agreements, this Agreementyouid benefit both U.S. producers and Canadian
shall prevail to the extent of the inconsistency, except cqonsumers. They added that the effect of the NAFTA
as otherwise provided in this Agreement.” Chapter 7 nane| decision would be to preclude U.S. sales of dairy

of the NAFTA, Whi_ch treats agriculltural measures, and poultry products in Canada, because the high
states that "domestic support reduction commitments yitfs that were imposed as a result of the tariffication
may result from agricultural multilateral negotiations offort were upheld?

under the GATT” (Article 704). While the Article
acknowledges that a signatory may change its domestic

support measures at its discretion, it makes no specificl]J.S.-Canadian Softwood
mention of the tariffication that may accompany

domestic support reduction commitments in the URA. Lumber Agreement

In July 1995, the United States and Canada held Bilateral consultations between the Governments
bilateral consultations on the differences in @nd industries of the United States and Canada
interpretation of the NAFTA duty elimination regarding Canadian .softwood lumber exports to the
requirements and the Uruguay Round tariffication United States began in late 19940n May 29, 1996,
process. The two sides were not able to reachthe United States qnd Canada formally entered mto a
agreement. The United States referred the dispute to>-Year agreement intended to ensure that there is no
dispute settlement proceedings under the NARFA. ma_terlal injury or th_reat thereof to an industry in the
The United States, as the party invoking the dispute United States from imports of softwood lumber from
settlement process, argued that the tariffs resulting©anada. The agreement was formally known as the
from Canada’s adherence to the WTO tariffication S°ftwood — Lumber — Agreement Between  the
commitment violated the previous NAFTA/CFTA Government of the Unlted'S.tates of America and th'e
commitment to eliminate duties between the free trade G0vernment of Canada, originally announced on April
partners. The United States also argued that the tariffs?: 1996," and the legal details were finalized over the
resulting from the tariffication process were higher N€Xt 8 weeks.
than those agreed to under the NAFTA, and thus the The five-year agreement established annual
Canadian action constituted a violation of the NAFTA allocations and fees for the lumber exports of the
Article 302 prohibition on increasing duties. Canada, Canadian provinces of British Columbia, Quebec,
on the other hand, maintained that it was required to Alberta, and Ontario. The agreement stipulates that up
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to 14.7 billion board feet of lumber may be exported Home Builders, USTR declined either to terminate or
annually without additional fees; for quantities to modify the existing agreemetf.In 1996, U.S.
between 14.7 billion and 15.35 billion board feet, a fee imports from Canada totaled 17.6 billion board feet, up
of US$50 per 1,000 board feet would be assessed; andl.9 percent from 1995.

a fee of US$100 per 1,000 board feet would be  Ag 1996 drew to a close, the Coalition for Fair
assessed for exports in excess of 15.35 billion board| ,mper Imports stated that the Agreement is an
feet per year. ~The Government of Canada iS jhterim solution to a long-running dispute. The
responsible for allocating export allowances to the four cqgjition maintained that the final solution lies in
provinces. On September 10, 1996, Canada decided Qjther reformation of Canadian timber sale procedures
base the allowances on historical trade levels. o free tradd? of logs from all lands in the United
Allocations were distributed as follows: British  giates and in Canada.

Columbia, 59 percent; Quebec, 23 percent; Ontario

10.3 percent; Alberta 7.7 percéft. Exports

originating in Manitoba, Saskatchewan, and the \N ool Suits

Maritime provinces are not subject to the agreement.

Provincial allocations were then assigned to individual ~ During 1996 a trade dispute developed over
firms based on historical exports patterns. increased U.S. imports of wool suits from Canada.

. o . The volume of wool suit imports increased over the
~ Prior to the official allocation of the lumber quota period 1988-1995, causing the U.S. industry to mount a
in October by the Canadian Federal Government, campaign to overturn what they cited as an “unfair

lumber shipments and prices were extremely volatile. agdvantage” and a “loophole” in the CFTA and NAFTA.
Because the bilateral pact set up quarterly limits on the

exportation of lumber, market response was tentative

during the period prior o the announcement of the CFTA. The origin of inputs and processes completed

allocations!® Falling prices and a slowdown in trade .- o .
thereon are the key to determining eligibility for tariff
reportedly occurred near the end of a quarter, when the y g elgiviity

possibility of increased fees being levied on additional preferences (on goods not wholly obtained in one

; . . .~ country) under most trade agreements. The CFTA
shipments contributed to the uncertainty and confusion loved a “fabric f 4 rule of origin f .
i the markego employed a “fabric forward” rule of origin for certain

textiles and apparel. According to this rule, all
Under the agreement, U.S. lumber companies, production, assembly, and manufacture from the
unions, and trade associations pledged that they wouldwveaving of the fabric onward, must take place within
not seek recourse to the trade laws against U.S. importghe region (Canada or the United States) for the end
of softwood lumber from Canada for the duration of product to qualify for reduced duties under the CFTA.
the five-year agreement. Furthermore, Canada wasThe fabric forward rule allowed foreign yarn to be
assured that the U.S. Department of Commerce wouldused in whatever garment or product was made, as
not self-initiate any trade action during the life of the long as the fabric itself was made in either the United
agreement and would dismiss any petition from this States or Canada.

sector that was brought under the countervailing duty ~ NAFTA employs a stricter “yarn forward” origin
or dumping law as long as the agreement is in effectyyie for these goods—all components and inputs,
and not breache beginning with the yarn itself, must be made in the
In the interim period between signing and imple- region to be eligiblg for NAFTA tariff preference;.
mentation of the agreement, prices for softwood Canada a_rgued against the stricter rule a}nd negotiated
lumber experienced increased volatility. ~ This @n €xception in the form of a large U.S. import quota
increased volatility and subsequent price incrédses ©F tariff preference level (TPL) for wool products that
caused much consternation in the United Statesdid not meet the stricter NAFTA origin rule. The TPL
between end-users and retailers of lumber products an@PPlies to wool fabric apparel made from

led the National Association of Home Builders and the Non-orginating fabric or yarn. Under the TPL, Canada
National Lumber and Building Materials Dealers could export wool apparel to the United States at
Association to call for the Agreement to be preferential rates although the woolen articles were

terminatec?® While acknowledging unusual volatility ~Made from Canadian non-originating fabric or yan.

in the lumber market, the Coalition for Fair Lumber After the TPL went into effect, Canada replaced
Import£4suggested that the agreement is not the majorltaly as the leading foreign source of men’s suits in the
cause of price increas&sWhen asked to terminate the United States. Imports of Canadian suits increased
agreement at the behest of the National Association offrom 100,000 units in 1988 to over 1 million in 1995,

The trade flows were influenced by the duty
treatment on certain textiles and apparel under the
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allowing Canadian suits to increase market share fromachieve consensus among U.S. and European business
5 percent to 24 perceffl. Garment makers in both leaders on issues and specific actions for the
Canada and the United States buy wool fabric from governments to take to facilitate bilateral trade and
other countries. Canada’s tariff on imported woolen investment.

fabric is 8 percent ad valorem, while the U.S. duty is The European Commission Vice-President, Sir
36 percent. Efforts in Congress to restrict the imports | oo Brittan and Commissioner Martin Bangemann
of tailored wool products that are made with foreign ;.4 the late U.S. Secretary of Commerce Ron Brown
fabric failed in 1996. launched the initiative at a conference in Seville in
November 1995. Over 100 U.S. and European CEOs
attended the meeting and produced a report containing

European Unlon recommendations to reduce barriers to trade.

The New Transatlantic Agenda (NTA) was the Government leaders incorporated some of the Seville
centerpiece of U.S.-EU trade relations in 1996. Urged "@commendations into the NTA and the Joint Action
on by the Transatlantic Business Dialogue, a group of Plan announced in December 1995. The
U.S. and European business leaders, U.S. and EU€commendations made by the TABD at the 1995
officials made progress on mutual recognition Seville conference fell into four broad categories:
agreements, customs cooperation, and the Informationstandards, certification, and regulatory policies; trade
Technology Agreement. However, throughout the liberalization; investment; and third country issues. In
year, EU concerns over the U.S. Cuba sanctions €arly 1996, 15 issue groups were established to address
law—the so-called Helms-Burton Act—dampened the the Seville recommendations. These groups issued
relationship. In addition, bilateral disputes continued, Progress reports in May outlining proposals for future
such as those on the EU hormone ban and the EUAction. Some of the highlights includ:
banana import regime. e Construct a new transatlantic regulatory

model based on the principle “approved
once, accepted everywhere.”

New Transatlantlc Agenda e Complete MRAs as soon as possible for

U.S. and EU leaders launched the NTA in medical devices, telecommunications
December 1995 to revitalize the transatlantic terminal equipment, information techno-
partnership. The NTA sets out a framework for logy products, electrical equipment, and
cooperation in economic, political, and security areas pharmaceuticals GMPs (good manufac-

turing practices). Begin negotiations for

and was accompanied by a Joint Action Plan, which _ )
MRAs in accountancy services and

identifies specific actions for the two governments to

take3l In the economic sphere, the NTA aims to chemicals.
strengthen the multilateral trading system and to e Implement fully Uruguay Round results,
establish a transatlantic marketplace through trade including tariff cuts, and conclude unfin-
facilitation and the removal of trade barriers. ished business.

During 1996, officials from both sides of the e Accelerate Uruguay Round tariff cuts.
Atlantic worked to accomplish some of the « Conclude an ITA before the end of 1996.

trade-related objectives of the NTA. Priorities
included reaching an International Technology
Agreement (ITA), Mutual Recognition Agreements

e Eliminate remaining barriers in govern-
ment procurement.

(MRASs), and a customs cooperation agreement. The e Improve intellectual property protection
Transatlantic Business Dialogue (TABD) played a key both at the bilateral and multilateral level,
role during 1996 in defining the NTA and achieving its e.g., through complete implementation of
objectives. the Agreement on Trade Related Aspects

of Intellectual Property (TRIPs), and
accelerated TRIPs implementation in key

The Transatlantic Business third countries.

Dlalogue e Improve and harmonize customs practices
The idea of a TABD was originally conceived in through a variety of technical measures.

late 1994 as a mechanism for involving business in the e Implement promptly the 1994 and 1996

policy decisions affecting transatlantic trade and OECD recommendations on international

economic relations. The purpose of the TABD was to business practices to combat bribery and
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corruption, and support further OECD e Continue to work jointly towards a new

work on the topic. transatlantic regulatory model based on the
e Facilitate transatlantic partnerships and principle agproved once, and accepted
everywhere”;

trade between small businesses through a
special Small Business Initiative. e Support the elimination of tariffs on
(remaining) pharmaceuticals, camera
parts, medical devices and diagnostics, and
distilled spirits;

e Promote open investment regimes
bilaterally and multilaterally, e.g., through
conclusion of the OECD Multilateral

Agreement on Investment, and initiation of * Increase market access through accelerated
discussions on the links between trade and implementation of Uruguay Round tariff
reduction of peak tariffs, extension of tariff
 Develop proposals to reform the U.S. bindings, elimination of nontariff barriers,
product liability laws. etc.:

* Harmonize U.S. and EU competition * Callupon U.S. and EU officials to organize
policies (e.g., on mergers and acquisitions) a conference within 6 months to report on
and promote discussion of the relationship progress made with respect to TABD
between trade and competition policy at the recommendations on intellectual property
multilateral level. rights issues;

One of the first results of the TABD process was a * Expand the membership of the WTO
conference held April 10-11 among auto industry Government Procurement Agreement and
representatives. The purpose of the conference was to improve its disciplines; and
harmonize the ways U.S. and EU officials regulate e Urge the withdrawal of the extraterritorial
auto safety and emissions and ultimately, global provisions of the U.S. sanctions laws
harmonization of auto standards. Conference enacted in 1996, but support the objectives
participants recommended that the two governments of promoting democracy and combating
agree on mutual recognition and functional terrorism.

equivalence of auto industry regulations, certification,

and standards, and that Working Party 29 of the United
Nations Economic Commission for Europe (UN/ECE)

1958 Geneva Agreement should be the primary forum
for global auto standards harmonization. The United
States is in the process of joining the working p#tty.

Thirteen  sectoral groups made  specific
recommendations or established work programs to
address standards-related trade barriers. For example,
the forest products group urged the EU to open up the
review process of the EU ecolabeling regime and to
cooperate with the United States at the WTO to
Later in the year, the TABD marked its first year of establish disciplines covering ecolabels.

operation with a conference held in Chicago on Both business and government officials have

November 8-9. These meetings were successful aty aiseq the results of the partnership so far. U.S. and
nudging forward progress on the ITA, MRAs, and gy |eaders, meeting at their semi-annual summit on
WTO basic telecommunications negotiations. One of pacember 16 pledged to support the TABD's

the conference’s major breakthroughs came when U.Sqlvement in the transatlantic relationship at the
and EU officials agreed in principle on an MRA for highest levels during 195.

pharmaceutical GMPs, which had been stalemated for

a year (see below).

After two days of intense talks between business Mutual Recogmtlon Agreements

and government leaders, the TABD issued the so-called One of the foremost goals of the NTA is the
Chicago Declaration. Conference participants praisedconclusion of bilateral agreements for mutual
the successful conclusion of a customs agreementrecognition of conformity assessment procedures. The
which had been initialed the day before the conferencepurpose of a mutual recognition agreement (MRA) is
began, and the launching of the Small Businessto permit a product tested and certified as meeting
Initiative to facilitate transatlantic small business required technical regulations or standards in one
partnerships.  In addition to welcoming the progress country to be sold without further approval in the other
to date, the document lists a variety of proposals for country. Seven sectors were under negotiation during
future action, building on the recommendations issued 1996: telecommunications terminal equipment and
in May. Highlights of the recommendations inclifde:  information technology equipment, electrical products,
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electromagnetic compatibili8f recreational craft, mutual assistance in customs matters. The goals of this

veterinary biologics, pharmaceutical good agreement includé®
manufacturing practices (GMPS), and medical devices. . To establish bilateral Cooperation with a
Together, these sectors represent about $40 billion in view to simplifying customs procedures
two-way trade3” The U.S. Department of Commerce and facilitating trade;
estimates that U.S. companies could save over $100 « To establish mutual assistance, i.e., a
million annually if these MRAs are concludéd. mechanism of exchange of information
During the first half of the year, the United States between the customs authorities, with a
and EU made progress in 5 of the 7 sectors and on an view to fighting commercial fraud;
MRA umbrella text9 Only progress on e To exchange customs authorities to
pharmaceutical GMPs and medical devices remained advance their understanding of each others
stalled. U.S. officials strongly urged the EU to permit customs techniques, procedures, and
conclusion and implementation of those MRAs where computerized systems;
agreement appeared imminent. However, the EU e Coordination in international
insisted throughout the year that agreement must be organizations, such as the Customs
reached in all seven sectors so that the MRAs could be Cooperation Council; and
implemented at the same time as a comprehensive, « Technical assistance to third countries on
balanced packad®. customs matters.
Under industry pressure, U.S. and EU leaders The agreement calls for the establishment of a

broke the deadlock on the pharmaceutical MRA at the Joint Customs Cooperation Committee composed of
TABD conference in November. Officials agreed on both U.S. and EU customs officials. The Committee is

the major principles that will provide the basis for the to ensure that the agreement is implemented

final MRA and should permit the U.S. Food and Drug appropriately and to discuss emerging customs issues
Administration (FDA) to implement the MRA without  not covered by the pat.

a change in U.S. law. In addition, officials agreed that

all MRAs under negotiation (with the possible Neat Hormone Ban
i i biologi Id b luded
exception of veterinary biologics) would be conclude Effective January 1, 1989, the EU banned imports

by the end of January 1997, although progress on X ) .
medical devices remained stalfd. of meat from animals treated. with growth-promoting
o ~ hormones. The ban was estimated to cost U.S. meat
One of the reasons negotiation of a pharmaceuticalgyporters approximately $100 million worth of trade
GMP MRA has been difficult is that U.S. law dictates annyally. As a result, the United States imposed 100
that the FDA cannot delegate its authority to certify percent ad valorem retaliatory duties on a variety of
GMPs?2 Thus, an MRA permitting the acceptance of agricultural imports from the E& During 1995, two
EU tests and approv_als of pharmaceutical GMPs would podies concluded that there was no scientific
require a change in U.S. law. Under the recent j,giification for the bad® Despite these findings, the
agreement, both sides will be permitted to conduct gy continued to impose the ban. Consequently, in

reinspections  “as  necessary.” The  special january 1996, the United States initiated formal WTO
circumstances under which a reinspection may take gispyte-settlement procedures.

place are suppqsed to be rare angj will be defined The U.S. Government has argued that there is no
carefully in the final text of the MRA: scientific basis for the ban. A U.S. attempt to
The two sides also agreed that each governmentchallenge the ban under the GATT 1947 was blocked
will receive a copy of the inspection reports throughout by the EU. During 1995, both the United Nations
the life of the agreement, and that pre-approval Codex Alimentarius and a special scientific conference
inspections will be covered. Finally, the agreement convened by the EU declared that the five
calls for a 3-year “confidence-building period” to ease growth-promoting hormones banned in the EU posed
full recognition into place. Joint inspections and other no health risk in meat production if used under
cooperative activities are intended to take place duringprescribed conditions. As a result, on January 26,
this time periodt4 1996, the United States requested consultations with
the EU under article XXIlI of the GATT 199%.

. Canada, Australia, and New Zealand joined the
Customs Cooperation consultations.

On November 7, 1996 U.S. and EU officials Despite the WTO case, the EU reaffirmed its
initialed a draft agreement on customs cooperation andcommitment to the ban, citing consumer opposition
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and the threat to meat consumption. A primary favors bananas from domestic producers and former
concern among EU representatives was that demandEuropean colonies in Africa, the Caribbean and the
for beef would fall dramatically as it did after the BSE Pacific (ACP countries) over cheaper “dollar bananas”
(“mad cow” disease) scaP8. All member states, from Latin America. The regime imposes duty and
except the United Kingdom, supported maintaining the quota restrictions on imports of non-ACP bananas (for
ban>1 example, Central and South American) and limits the
Because of the lack of progress in bilateral amognt of non-ACP bananas th'a.t can be marketed at
consultations, the United States requested athe in-quota duty rate_ by traditional o_perators (for
dispute-settiement panel on May 8, but the EU blocked &x@mple, U.S. companies) through a highly complex
the request. A second request resulted in thehcensq*ng system. In addition, four Latin Amerlcan
establishment of a panel on May 20. In announcing the€OUNtries signed a Framework Agreement with the EU
action, Acting USTR Charlene Barshefsky claimed the that increased and guaranteed the volume of their
hormone ban “has no legitimate basis” and “violates &XPOrt quotas and, according to U.S. officials,
the EU's obligations under the WTO agreemeffs.” permitted the Latln_Amer_lcan signatories to implement
In particular, the United States cited inconsistency with & Panana export licensing scheme in a manner that
GATT 1994, the Agreement on the Application of would further dlscrlmlnatg against U.S. banana
Sanitary and Phytosanitary Measures, the AgreementcOmpanies in favor of EU firms
on Technical Barriers to Trade, and the Agreement on  The United States, Guatemala, Honduras, and
Agriculture®3 Australia, Canada, New Zealand, and Mexico originally initiated WTO dispute-settlement
Norway reserved their rights to intervene in the panel procedures to examine the EU’s banana regime on
proceedings as third parties. September 28, 1995. However, Ecuador became a
Meanwhile, the EU initiated WTO dispute- WTO member in January 1996 and sought to join the

settlement procedures on April 18 over U.S. measurestallenge.  Rather than hold separate consultations,
taken under section 301 of the Trade Act of 1974 in Which could lead to the establishment of separate
response to the EU hormone ban. The EU banels, the five countries decided to restart the
Commission claimed that duty increases imposed dispute-settlement process and request consultations

against Community products by the United States in J0intly and severally.” On February 5, 1996, the

1989, as well as section 301 itself, were inconsistentUnitéd States, along with Ecuador, Guatemala,
with WTO rules. In response, the United States Honduras, and Mexico, requested consultations with

revoked the 100-percent duties on July 15, 1996. the EU under article XXIll of the GATT 1994. The

Because the U.S. Government had agreed to use th&duest alleges that the EU banana regime violates

WTO panel process to examine the EU's hormone banGATT 1994, the Agreement on Importing Licensing
and it was now underway, U.S. officials said the Procedures, the Agreement on Agriculture, the General

retaliatory tariffs were no longer needid. Agreement on Trade in Services, and the Agreement
on Trade-Related Investment Measufi¢s. Consult-

di | | ine th s h ations were held on March 14-15, but failed to resolve
Ispute-settliement panel to examine the EU's ormoney,q dispute. Because the views of the EU member

ban. The panel was established on October 16. Likestates differ widely on the isséiéthey did not grant

the U.S. case, Canada claims that the ban is not basefhe EU Commission a mandate to negotiate substantive

ohn scie’ntific evidelr)ce'anthhus, is not consistent with changes to the banana regime that could have satisfied
the EU’'s WTO obligationst the complainanté?

On April 24, the United States, Ecuador,
Bananas Guatemala, Honduras, and Mexico jointly requested a
) ) ) ) dispute-settlement panel to examine the EU regime for
/After years of bilateral discussions, in 1996 the e importation, sale, and distribution of bananas. The
United States, along with four Latin American nations, gy plocked this initial panel request, but at the next
requested a WTO dispute—setﬂement panel to exami”emeeting of the Dispute Settlement Body on May 8, a
the EU's system for the importation, sale, and panelwas established. The EU continues to claim that
distribution of bananas. A similar panel fpund N it obtained a waiver from WTO obligations for the
January 1994 that the EU banana regime was)omg Conventiof3 which applies to its banana
inconsistent  with the EUs GATT obligations. commitments. However, the United States counters
However, the panel’s report was never adopted. that the waiver does not apply because the banana
According to the United States, the EU banana regime goes well beyond what is required by Lé&hé.
regime®® which entered into force on July 1, 1993, The United States has pointed out that the previous

On September 27, Canada requested a WTO
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panel report on the EU banana import regime issued inother Issues
1994 concluded, among other things, that the allocation

of its tariff quota licenses was inconsistent with the Throughout the year, the EU criticized the U.S.

GATT.%>  The final panel report will probably be cuba sanctions law—the so-called Libertad or

issued in early May 199%. Helms-Burton Act/! The EU protested the
extraterritorial effects of the U.S. laf#. As a result,

On a related but separate issue, on January 10the EU threatened to retaliate should any European
1996, USTR announced the results of two section 301companies be adversely affected by the 7&ctn
investigations that had been initiated to examine the addition, the EU requested a WTO dispute-settlement
banana regimes of Costa Rica and Colombia, the onlypanel to examine the act, and a panel was established
two Latin American Framework Agreement signatories on November 20. However, in April 1997 the EU and
actually to implement the agreement. Although their the United States reached a settlement under which the
banana policies were determined to be unfair, no EU suspended the WTO panel while both sides work to
sanctions were invoked because the U.S. Governmengdevelop binding disciplines on dealings in property
reached a Memorandum of Understanding (MOU) with confiscated in Cub&t
each country. USTR noted that Costa Rica and -

Colombia had not fully addressed all of the problems [N addition to the EU hormone ban and the EU
facing U.S. companies that ship bananas from thesebanana import regime, an array of agricultural disputes
countries, but had demonstrated a willingness to work remained on the bll.ater.al ageqda. By th? end of the
constructively with the United States by signing the year, the EU had still failed to !mplement |_ts Uruguay
MOUSs. Among other things, the MOUSs committed the Round market-access concessions on grains as well as

W niries to tak ific st to br e th EUa tariff-rate quota for U.S. rice, which was part of an
0 countries 1o take Specilic Sleps 10 pressure e £V, vjier agreement to provide compensation to the

to reform its banana policy; in particular, to expand United States for EU enlargemédt. In addition,
access to the EU markgt for Latin Amencqn bananas*negotiations to reach a veterinary equivalence
to develop a market-oriented banana regime, and t055reement failed to meet the yearend deadline. New
end the discrimination in the export certificate system, haymonized EU import requirements were supposed to
which is only imposed on imports from Framework enter into effect on January 1, 1997, which could
signatories. The MOUs also established a consultativedisrupt U.S. exports of livestock and livestock
mechanism to discuss banana issues. Although theproducts. However, member states were permitted to
determination and action terminated the section 301 roll over existing sanitary measures until April 1, 1997,
investigations, USTR is monitoring implementation of providing more time to conclude an agreemént.

the MOU commitments and continues to press these

countries to withdraw from the Framework Agreement. ~ Also during 1996, U.S. officials complained about
In the event of noncompliance with the MOU or if the EU's unpredictable procedures for approving
satisfactory progress is not made toward removing theagricultural products developed with biotechnology.

discriminatory elements of the Framework Agreement, Of particular concern towards the end of the year was
USTR may take further acticH. the slow pace of EU approval of genetically altered
corn from the United States. However, on December

In 1996. Caribbean leaders continued to condemn 18, the EU Commission authorized its sale after three
U.S. efforts to change the EU banana regime. The scientific committees reported their finding/s Draft

expressed concern about losing their preferential legislation, which contains labeling requirements but

access to the EU market, which would significantly ;hould facilitate the approval process, is expected to be

hurt their banana industries, the mainstay of many Oflmplemented in early 1997

. - 8 .. . .
their economie§® US officials have |nS|steq thgt The ITA, which gained multilateral approval at the
they support EU ftariff preferences and financial \y1o Ministerial in December, was the subject of

assistance to ACP countries under the LOME gytensive bilateral negotiations throughout the year.
Convention for bananas, and that the EU can adopt arhe concept of an ITA originally grew out of a

market-oriented and less discriminatory banana regimeproposal from the TABD. The goal of U.S. and EU
without undermining the Caribbean econonfigs. officials was to craft an agreement among Quad
However, Caribbean leaders continue to be concernedmembers (Canada and Japan, as well as the United
that any disruption to their banana exports could affect States and EU) that could be expanded multilaterally.
the political and economic stability of their natidSs. The EU stalled progress throughout the summer,
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attempting to link progress on the ITA with their percent by the end of 1992. In fact, the foreign
participation in the U.S.-Japan Semiconductor market share in Japan increased from 14.3 percent in
Arrangement and progress on MRAs. Although the 1991 to 30.6 percent during the first quarter of 1396.
United States concluded the semiconductor Japan declined to enter into government-to-
arrangement with Japan without EU participation, government negotiations with the United States, saying
Quad ministers broke the deadlock in a meeting that any new initiative on semiconductors should be
September 27-28, and intensive negotiations onled by the private sector. The United States, however,
product coverage ensuéd. maintained that government-level involvement was
necessary to ensure that there would not be backsliding
or a decline in foreign market share.

Japan On June 11, 1996, Japan’s Ministry of International
Trade and Industry (MITI) agreed to enter into

negotiations with the United States, but noted that it
continued to oppose monitoring of the foreign market
share of semiconductors in Japan. However, MITI
conceded that it was not likely that industry-to-industry
Yalks would succeed  without government

involvement34 Working level meetings were held

during June 17-18, 1996 but the two sides remained
divided about the need for government involvement in

During 1996, the primary focus of U.S. trade
relations with Japan was review and monitoring of
existing agreements to ensure implementation. At
yearend 1996, there were 45 major bilateral
agreements, including three new agreements coverin
civil aviation, semiconductors, and insurance.
However, U.S. industry, represented by the American
Chamber of Commerce in Tokyo, remained concerned

about dl'mplemerrlltau?n ofamajorrllty O.f the aglregments, market share surveys. Two days later the talks
according to the first comprehensive analysis ever . ineq petween MITI Vice Minister Yoshihiro

pondupteilg(gGall b'lat‘jrgl agreemetntsj. One’ COmel?t'to'f“'SSakamoto and Ira Shapiro, Senior Counsel, USTR, and
ISSU€ In 19596 was U.S. access 10 Japans marke Orsubsequently between Ambassador Walter Mondale
consumer film and photographic paper. This issue was

. 4 and MITI Minister Shumpei Tsukahara, but reportedly
particularly noteworthy with regard to the breadth of little progress was made. Finally, on July 7, at the G-7
regulations and business practices at issue and t : ’

2 ) eeting in Lyon, France, President Clinton and Prime
5|_gn|fy|ng _at Ieast_a short-t_erm trend toward moving Minister Ryutaro Hashimoto agreed that the
?r:liitiesrsalljed\lxiggtl?rswéztoolv:;I:Lagearagisfglrjatl.e S’:‘:tlgf;]aerﬁpgz’issemiconductor issue would be settled no later than the
was pending before the WTO. The United States and§UIy 31 expiration date of-the agreement.
Japan continued to focus on both structural and ~ ©On August 2, 1996, in Vancouver, Canada, the
sectoral issues under the Framework Agreement talksUnited States and Japan reached a gove€nment-
that began in 1993, with particular emphasis on t0-government agreement that provided a framework
deregulation and increasing the level of foreign direct for “ongoing monitoring and bilateral consultations
investment in Japan. Meanwhile, the United StatesWith Japan [regarding semiconductors] to help ensure

trade deficit with Japan continued to decline for the that the market remains open and functioning on
third year in a row, to $51 billion. principles with free and fair tradé® The two

governments agreed that cooperation should be carried
out on the basis of three principles: importance of
Semiconductors .market.principles, copsistency with WTO rules, and
international cooperatio?® An agreement between the
During the first six months of 1996, the United two major U.S. and Japanese semiconductor industry
States and Japan issued statements regarding what typ&ssociations was also reached. According to the Joint
of agreement, if any, would replace the 1991 Statement by the Government of Japan and the
U.S.-Japan Semiconductor Arrangement which was Government of the United States Concerning
scheduled to expire on July 31, 1996.Early in the Semiconductors: “the industries will collect data on
year, Japan announced that it was unwilling to discusssemiconductor markets, provide the governments with
renewing the 1991 agreement, stating that the foreignreports on trade flows, market developments, and
share of Japan’s semiconductor market had increasedooperative activities and will make recommendations
and that its semiconductor market was already on issues of concer®” Specifically, the quarterly
deregulated! From the U.S. perspective, the primary “market/trade flow reports” were to be based on
reason for the increase was a side letter to the originalimport/export statistics, industry surveys such as those
1986 agreement containing an expectation that theprepared by World Semiconductor Trade Statistics
foreign share of Japan’s market would exceed 20 (WSTS) and Dataquest, government data, and other
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available data. The reports were also to include singled out for cooperation in the industry agreement
information on design-ins, joint ventures, and were for automotive, telecommunications, and
long-term relationship% While the industries were to  emerging applications. Cooperative activities — will
seek to prepare joint reports, they reserved the rightinclude: standardization; environment; worker health
under the agreement to distribute separate repdrts. and safety; intellectual property rights; trade and
The agreement established a consultative mechanismnvestment liberalization; and market development.
whereby the two governments would meet at least onceOn September 28, 1996, the two countries agreed that

a year to:

Receive and review reports on data
collected and analyzed and recommen-
dations made under the Agreement or by
the Council members, and to meet with
them to discuss these matters;

Review and discuss the cooperative
activities conducted under the Agreement
and market trends and developments,
including those related to competitiveness
and foreign participation, in major
markets, taking into account the
information provided in the industry
reports; and

Discuss government policies and activities
affecting the semiconductor industries
taking into account industry recommen-

the first meeting of the Semiconductor Council would
not take place before March 1997 and that the first
government consultations would be held after that
meeting?2

Early in the negotiations, MITI proposed the
creation of an industry-level Worldwide
Semiconductor Council and the Global Government
Forum®3 After initial opposition by the United States,
the Global Government Forum (GGF) was established
to discuss various issues affecting the semiconductor
industry including:
Trade and investment liberalization, in-
cluding removal of tariffs and other market
barriers;

Legal regimes that affect the semicond-
uctor industry, such as regulation and
taxation;

i 0
dations? Environment, worker health and safety,

A major point of the joint statement is a reference and standardization;

to a separate document, “Agreement Between EIAJ
(Electronic Industry Association of Japan) and SIA
(Semiconductor Industry Association) on International
Cooperation Regarding Semiconductors,” which
establishes a Semiconductor Council to “enhance
mutual understanding, to address market access
matters, to promote industry activities and to expand The first GGF was to be held no later than January 1,
international cooperation in the semiconductor sector.” 199794 |n addition to the United States and Japan,
In addition, a key statement adds that: “The activities other semiconductor producing countries were to be
of the council should be based on respect for marketallowed to participate in the annual GGF discussions,
principles Markets should be open and without any precondition®

competitive, without discrimination based on capital
affiliation, and with purchasing decisions based on
quality, cost, delivery and servic@l”

Protection of intellectual property rights;

Present and future approaches to basic
scientific research; and

Promotion of the information society,
including market development.

Autos and Parts

The United States had originally noted that it was During 1996, the United States continued to
necessary to take the capital affiliation of firms into monitor progress under the 1995 U.S.-Japan
account in order to accurately analyze import and Automotive agreemer¥€ The agreement was intended
export trends. Previously, shipments to Japanese firmgo address some of the difficulties experienced by U.S.
from manufacturing facilities in Asia were counted as firms in accessing Japan’s vehicle distribution system,
foreign imports. Although the agreement did not eliminating regulations on the automobile parts
contain references to monitoring specific market share aftermarket in Japan, and improving opportunities for
targets or to capital affiliation of firms, these factors U.S. original equipment (OE) parts suppliers in Japan,
were to be taken into account as part of the overalland with Japanese transplants in the United States.
monitoring process. The monitoring would serve as an The agreement included 17 objective criteria to
“early warning” system regarding market develop- evaluate progress in these three aPdasAn
ments in Japan, according to U.S. industry Interagency Enforcement Team was established to
representatives. The three types of semiconductorsensure compliance with the agreem®ht.Under the
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1995 agreement, Japan agreed to support increasedems, such as brakes and transmissi@hs. The
access to Japanese dealers. The goal of U.SGovernment of Japan had also begun to relax the
manufacturers was to establish 200 dealerships inrequirements for government approved repair shops.
Japan by the end of 1996, and 1,000 new dealerships;As a result, the number of certified and designated
by 2000%° In addition, Japan agreed to: provide repair garages increast& During previous
government support and financial incentives to negotiations, the United States had noted the
encourage imports of autos and parts to Japan,importance of increasing the number of independent
deregulate the aftermarket for auto parts, purchasegarages which tend to use more non-OE parts than do
more OE parts from non-keiretsu suppliers for use in the dealer-affiliated garages. Since the agreement was
their transplants in the United States and for use insigned, there had been greater efforts by Japanese
Japan, address many performance and technicalvehicle manufacturers in Japan and the United States to
standards that affect Japanese imports of autos, andncrease supplier opportunities through design-in (the
provide vehicle registration data for use in market design and engineering phase of new components) and
research on a more equal basis to foreign and Japanessonsumer outreach programs. At yearend, the United
manufacturerd90 States continued to urge Japanese auto producers and

On October 21, 1996, the Interagency Enforcement fansplants to use more U.S. produced parts and to
Team issued a report evaluating progress under theProcure parts without discrimination based on capital
agreement®l  The report also summarized the affiliation 109
conclusions of the first bilateral consultations on
implementation of the agreement which were held
during September 18 and 19 in San Francisco.Insura‘nce
According to the October report, overall progress had Japan is the world’s second largest insurance
been made towards achieving the main goals of themarket, with premiums valued at $341 billib.The
agreement in the three areas mentioned above. Duringrimary sectors of the insurance market, life and
the first six months of 1996, U.S. exports of motor non-life, account for approximately 95 percent of
vehicles to Japan increased by 25 percent to $1.4Japan’s market. The so-called third sector, which
billion compared to January-June 1995. U.S. exportsincludes insurance against cancer, personal accident
of automotive parts to Japan totaled $901 million, an insurance and hospitalization, accounts for 5 percent of
11-percent increase compared to the first six months ofthne market!! The total foreign market share is
1995102  Regarding the establishment of new approximately 3.3 percent, compared to market shares
dealerships, as of November 1996, 117 new salesof 10 to 33 percent in other industrialized countries.
outlets had been established in Japan by U.S.The foreign market share consists of 1.I7 percent of
automobile manufacturet83 Despite this progress, primary life, 0.49 percent of primary non-life and 1.70
the goal set by U.S. manufacturers of 200 dealershipspercent of the third secté¥? There are sectoral and
was not met. Industry representatives and the U.S.structural barriers to trade in Japan’s insurance market
government urged Japan to accelerate recruitment ofincluding nontransparent regulations and use of
new dealerd®® In another area affecting automobile administrative guidance, a highly concentrated industry
sales in Japan, the United States and Japan reached siructure, private  procurement practices and
mutually satisfactory conclusion on 23 outstanding cross-shareholding arrangements associated with
standards and certification issues. One of the mostkeiretsu and various barriers to distributféA.
important results in this area was an agreement by pyring numerous rounds of bilateral negotiations
Japan to certify U.S. automotive laboratories 0 gince February 1996, the United States focused on
undertake tests needed for type designation approvalypiementation of the 1994 bilateral agreement,
for new model vehicles intended to be sold in Jd§an. particularly regarding deregulation of the primary

Following the agreement, the Government of Japan sector of the insurance markéf. U. S. officials
began to enact required deregulation of the automobileindicated that primary sector deregulation must
parts aftermarket, including the elimination of eight include: direct auto policies including the ability for
parts from its “critical parts” list% Two of these  insurers to differentiate auto products on the basis of
parts, shock absorbers and struts, offer the mostrisk factorsl® the adjustment of the commercial fire
market opportunities for U.S. firms based on sales threshold to allow insurers to offer more rate
figures since the agreement was signed. The Uniteddifferentiation; the institution of a notification system
States expressed disappointment during its bilateralfor certain insurance products; and deregulation of the
meeting in September that the Ministry of Transport rating bureaus which currently set compulsory
had decided not to deregulate other frequently repairedinsurance rates. Under the 1994 agreement, Japan
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committed to enhance regulatory transparency, However, talks at the end of May also failed to achieve
strengthen antitrust enforcement, and undertakean understanding and the two sides gave up plans to
liberalization measures. A key part of the agreement meet the deadline. Bilateral talks held during the last
stated that “the MOF [Ministry of Finance] intends not week of July also were unsuccessful. The two sides
to allow such liberalization [of life and non-life did not set a date for resuming negotiations. On August
insurance companies into the third sector] as long as &, Prime Minister Hashimoto sent a letter to President
substantial portion of the life and non-life areas is not Clinton urging him to find a solution to the insurance
deregulated. . . . Furthermore with respect to new ordispute by arriving at a “political decisioh22

expanded introduction of products in the third sector, it On September 30, 1996, following two days of

is appropriate to avoid any radical change in the negotiations between Acting USTR Charlene

business environment*® This linkage between first g, shefsky and Japan's Minister of Finance, the two
implementing deregulation of the primary Sectors .o ntres reached an interim agreement. However,

before allowing expanded entry into the third sector by ynqger the interim agreement, the newly established
Japanese insurance subsidiaries was a main focus of hsjgiaries were not allowed to sell products in the
bilateral discussions during 1998 third sector until the end of the year, “pending an
The Japanese claimed that there was alreadyoverall negotiated solution addressing primary sector
substantial deregulation of the primary market and thatderegulation as well as temporary limitations in the
the introduction of subsidiaries into the third sector third sector.123 Japan agreed to allow the sale and
was not a “radical change8 Under a revision to  distribution of automobile insurance via direct mail.
Japan’s Insurance Business Law, which was enactedJapan also agreed to include additional flexibility in
on April 1, Japanese insurance firms were to be fire insurance rates for policies covering large
allowed to sell third-sector products through companies, and additional flexibility in rate and terms
subsidiaries, beginning on October 1, 1996. Early in of coverage for certain lines of liability insuraricé.
the year and throughout the summer, Ambassadorimmediately following the agreement, Ministry of
Mondale and other U.S. officials expressed concernsFinance officials announced that insurance subsidiaries
about these plans and warned that entry of Japanesaould indeed be allowed to move into the third sector
subsidiaries into the third sector would be considered aas of January 1, 1997 even if a comprehensive
violation of the 1994 agreemeHf However, Japan agreement were not reached. One day after reaching
claimed that the agreement applied only to parentthe interim agreement, the United States also
companies and not the subsidiaries of Japaneseannounced that it was citing Japan’s market access for
insurance firms. Therefore, despite U.S. criticism, in insurance as a bilateral priority that could warrant
August, Japan’s Ministry of Finance began issuing new identification as a priority country practice in the
licenses to allow Japanese firms to enter the third future. In announcing this decision, USTR noted that
sector. the core of the dispute regarding implementation of the
1994 agreement centered on the linkage between

hopeful that a settlement could be reached by an April deregulation of the primary markets and entry of
16 summit meeting of President Clinton and Prime Japanese firms into the third sector. USTR noted that

Minister Hashimoto. However, following unsuccessful d€sPite some initial primary sector deregulation under
talks in February, and in March and the failure to the interim agreement, “significantly more primary
reach agreement just a week before the summit, it_sector deregulation” would t_)e needed to resplve the
became apparent that the issue would remainiSsuet?®>  The two countries set a deadline of
outstanding29 During the talks, Japan reportedly had December 15 for resolving the dispute.

offered to allow mail-order sales of automobile The United States and Japan held additional talks
insurance and liberalize premium rates for accident during November 15-16 in San Francisco, during
insurance in exchange for allowing Japanese November 25-26 in Tokyo, during December 6-7 in
subsidiaries to handle third-sector products. On April Tokyo and finally during December 14-15 in Tokyo.
1, when the revised Insurance Business Law wasNegotiators attempted to reach agreement on
scheduled to go into effect, the Ministry of Finance deregulation of Japan’s mainstream property and
deferred revising rules that would have allowed the casualty business that would allow companies to set
new subsidiaries to expand into the third sektbrOn their own rates for commercial fire insurance policies
April 13, just days before the summit, U.S. and and 10 new products, including computers. The
Japanese negotiators broke off their talks, agreed thatUnited States urged Japan to allow insurance
the issue would not be raised by the leaders, and setompanies to scale premium rates for automobile
June 1 as a new deadline for reaching an agreementinsurance based on the vehicle owner’s risk factors.

At the beginning of the year, U.S. negotiators were
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Currently, the premiums must be set at no more than 10market. Japan attributed Kodak’s relatively low

percent of the price established by the relevant ratingsmarket share to insufficient sales efforts and lack of
bureaut?6 Japan argued that deregulation of innovation. On July 2, 1995, in response to Kodak’s
automobile insurance would result in social petition, USTR initiated a section 301 investigation of

inequalities because younger and elderly insureesmarket barriers in Japan for consumer photographic
would be charged higher premiud®s. film and papet33

During bilateral talks held December 6-7, Japan | refusing to enter into negotiations with USTR,
put forth another proposal that included deregulation of ;1) argued that this was a private sector complaint
the primary sector in conjunction with Prime Minister inat should be brought to the Japan Fair Trade
Hashimoto's so-called “Big Bang” proposal 10  commission, which is responsible for competition
deregulate the financial services and insurance marketponcy issues and enforcement of the Antimonopoly
by 2001. The proposal reportedly allowed insurers to | w134  Kodak's Chief Executive Officer George

set their own premium rates, including determining risher disagreed saying, “we do not feel that the Japan
automobile insurance rates based on risk fadérs. Fair Trade Commission (JFTC) is the proper

Barshefsky and Japan’s Minister of Finance announcedProblem.?3> On February 21, 1996, one day before
an agreement that would open Japan's primary President Clinton and Prime Minister Hashimoto were

insurance sector to “significant competition” and allow Scheduled to meet, the Japan Fair Trade Commission
“very limited entry” into the third sector. Under the a@nnounced that it would conduct an economic survey
agreement, Japan also committed to approving theof the film sector beginning in April 1996 to be
introduction of auto insurance with variable premium completed by March 199%¢ Kodak welcomed the
rates (beginning September 1997), to remove theSurvey but indicated that it hoped that the survey would
authority of the “rating organizations” to set insurance NOt be used as an excuse to delay negotiations by the
rates, to deregulate the commercial fire insurance 9overnments of Japan and the United States. The
market (within two years), and to streamline the company noted that the JFTC had surveygd the.film
introduction of new insurance products. U.S firms will market in 1992, but had not taken corrective actions
be able to compete in 15 new areas of Japan’sdespite having found violations of the antimonopoly
insurance market, including general liability insurance. [aw at that time-37

Consistent with the United States’ original position,
substantial deregulation of the third sector continues to
be linked to deregulation of the primary seé&.

During the first half of 1996, the United States
considered taking the issue to the WTO. Kodak had
been reluctant to do so because competition policy
issues have not historically been addressed by that
body138 Japan itself favored moving the dispute to a
|:||m multilateral fora, either the WTO or the OECD. On

June 13, 1996, the USTR announced its determination

In early 1996, the United States continued to seekunder section 301 that the Japanese photographic
consultations with the government of Japan regarding market had been found to be closed, but USTR added
access to Japan’s market for photographic film and that it was not imposing sanctions at that time. Instead,
photographic paper. Japan had refused to negotiateActing USTR Charlene Barshefsky said the United
with the United States (except for preliminary States was making three separate requests for
consultations) since May 1995 when Eastman Kodak consultations under the WTO regarding:
filed a petition pursuant to Section 301 of the Trade o -

Act of 1974130 Kodak's petition claimed that the 232:&?:; r?tjlliﬁ‘ai?;LnAgéﬂei;g;irﬁfntx of
Governmer:tl of Jgpap had instituted and |;na|nta|ned a GATT benefits arising from the full
system of “liberalization countermeasures” that affect panoply of liberalization countermeasures

the sale and distribution of foreign film and that the Government of Japan has put in
photographic paper in Jap&#: Exclusive distribution place and maintained thwarts imports in
relationships and anticompetitive practices by firms this sector;

and trade associations contributed to a restrictive

market structure, according to the petitidA. As a e Violations of GATS Articles Ill and XVI
result of these barriers, Kodak claimed that it had arising from the requirements and
foregone $5.6 billion in sales since the mid-1970s and operation of the Large Scale Retail Store
had gained only 10 percent of Japan’s consumer photo Law which constitute a serious barrier to
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foreign service suppliers as well as imports consumer film and photographic paper market. The
of film and other consumer products; and U.S. requested that the JFTC investigate and take
¢ Consultations on restrictive business "€c€ssary remedial _aCt'O%@' _Under the
practices under a 1960 GATT decisidi® Antimonopoly Law, there is no deadline for the JFTC
to respond to the complaint.

On August 12, Acting USTR Charlene Barshefsky
announced that the United States would request the
WTO to establish two dispute settlement panels. The
United States sought a review of its complaints under
distribution system, the Large Scale Retail Store Law the GATT regardmg. (1) Japanesg government bgrr!ers

to market access in Japan for foreign photographic film

T e 2 an paper proccts an (2)under e GATS regarng
P grap baper. 9 Japan’s Large Scale Retail Store Law. USTR also

consultations under a 1960 mechanism adopted by the "= L )
GATT Partiesl40 indicated that it intended to accept the EU's July 5

proposal to join consultations regarding restrictive
In announcing the action, Acting USTR Charlene business practices, although Japan had imposed
Barshefsky noted that “. . . the Government of Japan preconditions on beginning such consultatibms.
built, supported and tolerated a market structure thatMITI officials reportedly called the U.S. decision to
thwarts foreign competition, in which exclusionary request dispute settlement panels, “regrettaﬁé_"

business practices are commonplak®.”USTR cited .
: . . On September 20, 1996, Acting USTR Barshefsky
three ways in which the Government of Japan reStnCtSannounced that the United States had formally

market access: closed distribution channels, limits on . .
requested a dispute panel to determine whether

retail outlets, and limits on incentives such as the Japanese “systemic structural” barriers violate Japan’s

Premiums Law#2 In announcing its decision, USTR b?i tion ynd r the GATT with reaard to nati pn I

said the United States will consider, at the appropriate0 gations under the | fegard 1o nationa
treatment and transparency. This first panel request

time, what_further action—if any—needs to be related to measures affecting consumer photographic
143 T TR
taken: he US also requested that Kodak film and paper. The USTR also announced that it

provide information on the dispute to the JFFE. : ;
Following the announcement, analysts indicated that\rléolegstet);p;r:;?ucggemZgzzfesogtlririAaEStthCSrutatg::gle
this would be the first major test of the WTQ's ability que c Larg

Retail Store Law that affect the competitiveness of

to address non-traditional barriers and ; | o
government/private-sector issué8. Some observers Kodak in Japan's market. USTR Barshefsky indicated
OIhat the United States would also formally request a

also noted that the broad nature of the requests woul GATS dispute panel if consultations failed to resolve
allow the United States to compile information and to those issupel.& P

test various arguments about whether the case was

The first request was for consultations on
consumer photographic film and paper, centering on
nullification and impairment of GATT obligations and
other violations. The second request for consultations
was on a broad range of services involving the

WTO consistent?®  Under the WTO procedures, On October 3, Japan blocked the U.S. request to
consultations are required for 60 days before a partyestablish a dispute panel regarding photographic film
may request a dispute settlement panel. and paper. Japan said that the United States did not

On June 24, 1996, Japan notified the United Statesidentify which measures were in violation of the WTO
that it had dec’:ided ’to enter into talks under the and _that the complaint invglved private business
framework of the WTO. Consultations held between Practices, not government actiol¥¥. On October 16,

the United States and Japan during July 10-11 inthe Dispute Settlement Body met and, in accordance
Geneva, with regard to the first request, failed to with dispute settlement rules, automatically established

resolve the disputt®? In a letter from Ambassador & dlsp_LJteiMsettlement panel to consider the U.S.
Booth Gardner, the U.S. representative to the WTO, tocomplamt. The members of the panel were named

Japan’s Ambassador Minoru Endo, the United States®" December 17, 1996, and the panel met for the first

oo ; - : time on January 9, 1997 to establish a sechedule. On
indicated that it had evidence of a variety of ’ . .

anticompetitive practices including both horizontal ;g(t))ruary io fl'?g;,] tr:f Urtnted Stlat?l_i sub[)nltt.ed_ a
(price fixing, market allocations, group boycotts) and -Page briet 1o the dispute panel. fhe submission

vertical (resale price maintenance and exclusive docum_ents the US position  on Japan's laws,
dealings) measures that “restrict the independentregmat'ons’ and administrative actions that affect the

choice of distributors and retailerd#8 On August 7, photographic film and paper market in Japah.

the Eastman Kodak filed a complaint with the JFTC With regard to the second U.S. request for
alleging violations of the Antimonopoly Law in the consultations regarding violations of the GATS, the
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60-day consultation period expired on November 19, business practices; 2) complex and essentially closed
1996. During the week of December 9, 1996, Japanpaper distribution system; 3) interlocking relationships
responded to the U.S. request for additional between Japanese producers, distributors, merchants,

information1®6  However, by yearend, the United converters and corporate end-users; 4)
States had not formally requested the establishment ofnon-transparency in corporate purchasing practices;
a dispute panel. and 5) inadequate enforcement of the Japanese

: 161
With regard to the U.S. request for consultations on Antimonopoly Act .

restrictive business practices, Japan agreed to hold
consultations with the United States, but only on the
condition that parallel consultations on anticompetitive Supercomputers
practices in the United States be held as #WéllThe U.S. access to Japan’s market for supercomputers
United States responded by saying that concurrent talkshas improved since 1993, when a special review of
would be contrary to the purpose and intent of the Japan’s compliance with the arrangement was initiated
GATT. At yearend the request for consultations on under section 306 of the Trade Act of 1974. The
restrictive business practices remained stalled. review was subsequently extended during the next
three years and again on April 30, 1968. During
the February 1996 review of the U.S.-Japan
Paper Supercomputer Arrangement, the United States raised
concerns regarding implementation of the agreement.

[?urlr}g 1996, the United Statgs continued 1o The United States was concerned about the use of
monitor implementation of a 1992 bilateral agreement benchmark testing that favors Japanese vendors

on paper products.  Under the agreement, Jaloar}oroblems with bid specifications and delivery
commltted to strengthen enforcement of the deadlines, and the discounting of supercomputer prices
Ant|mon9poly !_aw, to encourage the use ' of by Japanese companies in their sales to public sector
competitive foreign paper products by Japanese flrms,entities covered under the agreenitThe United
and to encourage Jgpanese consumers to plJr(:h‘"‘sg'[ate:s was also concerned about the method used by
paper prc_)ducts n _four eﬂd'_use sectors: procuring entities in setting and enforcing the
pharmageutlcals, cosmetms, publishing, and food estimated price of their awards in relation to the actual
processing and packagigf price and narrow interpretation by the Supercomputer
In conjunction with fulfilling commitments under Procurement Review Board of its mandate to
the 1992 agreement, U.S. officials met with industry investigate complaints. Japan agreed to provide a
representatives twice monthly in 1996 to encourageresponse to the United States regarding these
them to increase their sales efforts and to understandmplementation issues and to work with the United
the Japanese business environment. U.S. firmsStates in confirming the delivery of two procurements
reported that they had improved their products in made during Japanese fiscal year (JFY) 1§95,
terms of pricing and quality in order to meet Japanese On May 17, 1996, the University Corporation for
user r_equirements. Since the agreement was Sigr_'edAtmospheric Research (UCAR), funded in large part
U.S. firms have developed some relationships with e National Science Foundation, announced that it
Japanese firms. ~ However, they have not beeninneq to buy a supercomputer from the NEC
successful in forming long-term relationships with Corporation, the first purchase of a Japanese
end-users primarily because these firms are reluctant tosupercomputer by a U.S. government agency. At the
switch away from their traditional Japanese suppliers g5 me time, the U.S. Department of Commerce advised
to forglgn flrnjs_. m ad_dltlon,_ U'S'_ firms con_tlnue_ 0 the National Science Foundation that it “had reached a
experience difficulties in selling directly to first tier preliminary conclusion that the procurement does not
distributors or second tier wholesalers in Japdn. constitute an offer of fair valud®® Japanese
Many of these issues were raised during bilateral 4o ermment officials expressed concems that the
discussions between the Japagese and U.S. industrihenartment of Commerce was attempting to block the
associations on April 10, 1996¢ contract!66 The supercomputer was to be installed at
On October 1, 1996, USTR cited Japan’s market the National Center for Atmospheric Research in
access for paper as a bilateral priority that could Boulder, Colorado. In making its announcement, the
warrant identification as a priority foreign country NSF indicated that NEC had won the right to enter into
practice in the future. In its announcement, USTR final contract negotiations, although a final contract
noted that Japan’s market is restricted by a variety of had not been awarded. The contract was expected to
systemic impediments including: 1) exclusionary be worth $13 million to $35 million'67 Immediately
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following the NSF's announcement, Representative lawsuit referred to the May 20 “predecisional
David Obey (D-Wisconsin) criticized the decision, memorandum” of the U.S. Department of Commerce
which he said had been made despite clear andthat included estimates of dumping margins two
compelling evidence that the computer was being months before an antidumping petition was filed by
dumped in the United States. Representatives ObeyCrayl7’3 NEC alleged that “Commerce is biased and
and Martin Sabo (D-Minn.) introduced an amendment has prejudged Cray’s dumping allegatidf® A

to a 1997 appropriations bill that would suspend the decision in the case was to be made on February 25,
salaries of NSF staff who approved the purchase of any1997175> Commerce, NEC and Cray filed submissions
supercomputer whose price was determined by thewith the CIT. On December 18, the CIT denied the
Department of Commerce to have been sold at lessU.S. Department of Commerce’s motion to dismiss the
than fair value. The amendment was approved by thecase brought by NEC Corp., disputing Commerce’s
House of Representatives, but was later dropped by theclaim that the CIT has no jurisdiction to hear the case
Senate Appropriation Committee. Japan’s Chief and allowing the case to continue. In late December,
Cabinet Secretary Kajiyama expressed concerns thathe U.S. Department of Commerce announced that it
the so-called Obey amendment could violate the would delay its preliminary decision regarding
WTO's principle of non-discrimination in government antidumping by NEC from January 6, 1997 to March
procurement®8 28, 1997176

On July 29, Cray Research filed an antidumping . .
petition with the U.S. Department of Commerce and AlIr Transport Services
the U.S. International Trade Commission alleging that
an industry in the United States was materially injured , .
or threatened with injury by reason of less than fair Alr Cargo
value imports of vector supercomputers from Japan. Japan is the largest transpacific air traffic market in
The USITC instituted an antidumping investigation Asial’’ A 1952 U.S.-Japan agreement on transport
No. 731-TA-750, effective that daté® On August 22,  services governs “beyond” rights (flying rights to
1996, the National Science Foundation indicated that it third-country destinations) and allows each country to
was delaying its purchase of a Japanese supercomputedesignate an airline or airlines to provide scheduled
pending a decision by the Department of Commerce Service of passengers and cargo to the other country.
and the USITC in their preliminary antidumping The two countries differ on the interpretation of a
investigations. On August 23, the U.S. Department of humber of points in the agreement including whether
Commerce initiated an antidumping duty investigation and how accessibility to Japan can be expanded and on
to determine whether vector supercomputers from issues regarding “beyond rights’8 Japan has sought

Japan are being, or are likely to be, sold at less thanto revise the 1952 agreement and to restrain the ability
fair valuel?0 of U.S. carriers to expand their passenger and air cargo

service to other destinations after landing in Jagén.

On September 11, 1996, the USITC made an according to U.S. industry, some of the problems
aﬁlrmatlvg deterlm'lnatlon in it preliminary \yith servicing Japan’s passenger market include
antidumping  decision on imports of vector jhgufficient runway capacity and inadequate
supercomputers from Japan. T_he_ Co_mmlssmn fO“ndwarehousing space at Japan's airp8isin addition,
that there was a reasonable indication that a U.S.ir cargo service is affected by user fees imposed by
|nd.ustry was threatened with material injury by reason e Tokyo Air Cargo Terminal requirements to obtain
of imports of vector supercomputers from Japan that sgparate freight forwarding licenses needed to operate
are allegedly sold in the United States at less than fairpationwide transportation services, and paperwork

171 : . .

value. The vote was 3 to'1! requirements regarding non-document shipments of
On October 15, NEC filed a lawsuit with the Court less than $1088

of International Trade (CIT) in New York requesting During 1996, the United States and Japan

that an unbiased body be appointed to decide thecontinued a series of bilateral negotiations on air cargo
antidumping case brought by Cray. The suit alleged service that had begun in September 1¥85During

that the Department of Commerce had violated the talks held in early March, Japan threatened to cancel
“GATT antidumping code, the U.S.-Japan landing rights that had been granted to Federal Express
Supercomputer agreement and well-established federain July 1995. As a result, the United States suspended
procurement principles” by publicly endorsing the the negotiations.  Subsequently, fifty-seven U.S.

merits  of Cray’s dumping claim before the Senators sent a letter to President Clinton expressing
antidumping investigation was initiaté#®  The concerns that Japan's actions “raised fundamental
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questions about Japan’s commitment to free and fairto avoid disruption to summer passenger travel, the
trade. 83 The letter directed the Administration to United States and Japan agreed to temporarily suspend
“make very clear to the Government of Japan that anythe dispute until July 8. Under the temporary accord,
action adversely affecting Federal Express’s cargo both countries agreed to approve outstanding requests
routes will not be tolerated.” On March 27, 1996, by airlines for new flights188 The United States
following five rounds of talks, the United States and agreed to allow JAL to operate three weekly flights
Japan announced an agreement that allowed Federabetween Tokyo and Kona, Hawaii until October 26 and
Express, Northwest Airlines and United Air Lines to increase its weekly flights from Sendai to Honolulu
cargo flights to operate from any U.S. city and to from three to seven for five weeks. In return, Japan
service three additional Japanese points; expanded thallowed United Airlines to double its weekly flights
number of UPS weekly cargo flights (UPS was from Los Angeles to Tokyo for five weeks and to fly
permitted to fly 12 weekly flights from the United seven weekly flights from Kansai in Osaka to Seoul
States to Kansai Airport in Osaka and to operate until October 26. Official negotiations were held
beyond Kansai to up to two points in other countries); during June 28-29, but failed to achieve an agreement.
and allowed the United States to designate anotherThe key focus of the negotiations continued to be “the
carrier for all-cargo service for as many as six weekly existing right of U.S. carriers under the 1952
flights which could fly beyond Japan, but which could agreement to operate flights from the United States to
not operate locally. Japan was also allowed expandedlapan and beyond to other Asian countries and Japan’s
service to the United Sates and beyond. Nippon Cargorefusal to approve such flights unless the United States
was permitted to operate 18 additional weekly U.S. grants new extra-bilateral passenger rights for Japanese
flights and to serve three new cities in addition to the carriers.189

11 flights to four cities that it currently provides.
However, the agreement did not fully address the issue
of “beyond rights”184

Following the breakdown in talks, the United
States indicated that it would resume discussions only
after Japan’s Ministry of Transport approved

The air-cargo issue was re-opened on July 16, Northwest's request for new Osaka-Jakarata flights and
when the U.S. Department of Transportation proposedallowed United to continue its Tokyo-Los Angeles
to restrict certain all-cargo operations by Japan Air flights. Japan’s Ministry of Transport had rejected
Lines (JAL) because Japan had failed to honor its Northwest's request, and the United States
commitments under the U.S.-Japan bilateral aviation subsequently suspended final approval of JAL's new
agreement. Specifically, Japan had refused to approveHiroshima-Honolulu route which was scheduled to
flights by Federal Express between Japan and fivebegin on July 490 Disruption in service was again
other Asian cities (Manila, Cebu, Shanghai, Beijing avoided when, Japan Air Lines was given permission
and Jakarta). The Department of Transportationto operate as a “charter” by the U.S. Department of
proposed to prohibit JAL from carrying cargo from Transportation and United was allowed to operate
these same five cities through Japan and into thebetween Tokyo and Los Angeles until July 15 as a
United Stated8> In response, Japan’s Minister of “special flight.” The temporary approvals were
Transport Yoshiyuki Kamei sent a letter of protest to renewed during the course of the summer while the
U.S. Secretary of Transportation Frederico Pena.two governments negotiaté8!

Japan indicated that it would counter-retaliate by On August 16, the U.S. Department of

preventing Northwest and United cargo airplanes from yangportation announced that negotiations with Japan
flying to Kuala Lurggur, Penang, Singapore, Cebu and 54 ended without agreement. In announcing the
Manila via JapaA86 There were no further bilateral breakdown of the talks, the U.S. Department of
talks before the end of 1996. Transportation stated, “The United States is disturbed
at the failure of this round because it had brought to the
. table an affirmative agenda as well as the flexibility to
Passenger Service meet concerns that Japan had raised during previous

Bilateral talks on passenger services had beenrounds. Instead of responding with similar flexibility,
suspended since August 1993. Following the Japan rebuffed U.S. efforts by making new demands
agreement in the air cargo sector in March 1996, Japarand generally raising the ante for a successful
requested the resumption of formal talks in the outcome.192 In September, President Clinton sent a
passenger services sector. The United States did noletter to Prime Minister Hashimoto calling for the
agree to the request. However, informal discussionsnegotiation of an “open skies agreement’, in
were held in May and early June to attempt to set anconjunction with discussions with other Asian-Pacific
agenda for formal negotiations in this at84.In order countriest93
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MeXiCO a key Mexican objective. By early 1997, some
headway regarding avocadoes issues was finally made.
In 1996, Mexico repaid most of the U.S. loans and
loan guarantees that were part of the international
rescue package the United States assembled for its us;romatoeS
early in 1995, following the peso cridi¥* The On October 28, 1996, the U.S. Department of
Mexican Government drew only $12.5 billion of the Commerce (Commerce) and producers and exporters
U.S. portion originally amounting to $20 billion, and of certain Mexican tomato#¥ signed a 5-year
retired the major part of this amount ahead of schedule.suspension agreement following the filing of a petition
After a $7 billion prepayment in August 1996, leaving by U.S. tomato growers earlier in the year. The
a balance of only $3.5 billion outstandity, Mexico agreement ended for the time being a longstanding
made a full repayment of the remaining debt in Januarybilateral trade dispute over imports of low-priced
1997. Retiring the U.S. loan allowed Mexico to regain Mexican tomatoes, particularly those which enter
full access to that portion of its revenues from during the winter months in competition with winter
petroleum exports that had been used as loanproduction in Florida. The agreement covers all fresh
guarantee96 or chilled tomatoes (henceforth tomatoes,) except for
cocktail tomatoes and those used for processing. The
accord provides that the tomatoes imported from
Mexico will be sold in the United States at, or above,
an established reference price. As a result of the

the first NAFTA year, when the accord’s benefits to agreement, Commerce and the USITC suspended their

Mexico were not masked by adverse consequences ofspective antidumping investigatioffs.

that country’s sovereign economic policies. Duringthe  Florida tomato growers, claiming to be seriously
second NAFTA year too, most Mexicans recognized injured by increased imports of Mexican tomatoes, had
the advantages of a partnership with major economicalso sought import relief under the U.S. global
powers in a crisis, such as followed the crash of the safeguard laws over the past two years. In 1995, the
peso in December 19947 During the third NAFTA Florida Tomato Exchange and its constituent member
year, however, doubts emerged in Mexico about the growers requested under section 202 of the Trade Act
U.S. commitment to the accord, based on certain Of 1974, also referred to as the U.S. global safeguard
actions of the Government of the United States, such adaw,?02 that the USITC conduct an investigation to
efforts to restrict imports of tomatoes and broom corn determine whether fresh winter tomatoes are being
brooms from Mexico; delay in allowing Mexican imported in such increased quantities as to be a
trucks to cross into border states; and delays in lifting Substantial cause of serious injury, or the threat thereof,
embargoes on Mexican tuna and avocad8®s. to the domestic industry; petitioners requested that
However, the Government of Mexico continues to Provisional relief be provided pending completion of
defend the NAFTA. Commerce Secretary Herminio the investigation. In April 1995, the USITC made a
Blanco, for example, pointed out at his year-end pressnegative determination in the provisional relief phase
conference that Mexican exports to the United StatesOf the investigation, and the petitioners subsequently
have risen by 60 percent since the NAFTA took effect Withdrew their petitiorr%3

three years agt®® Legislation was subsequently introduced in both

While probably the major U.S. concerns regarding houses of Congress to permit the USITC to consider
Mexico were that country’s role as a conduit for illegal S€asonal producers of a perishable agricultural
drugs entering the United States and as a source anffroducts as a separate industty. The proposed
transit area of illegal immigration, several bilateral and legislation and a December 1995 proposal by USTR to
NAFTA-related economic issues were also active change the way TRQs on imports of Mexican tomatoes
during the year under review. A very contentious are calculated were criticized by several foreign
one—the penetration of Mexican tomatoes to the U.S.governments and a diverse coaliton of U.S.
market—was settled in 1996, at least temporarily. agricultural associations saying that they would set a
Another contentious issue was the U.S. embargo ondangerous precedent and have broad implications for
Mexican yellowfin tuna, instituted on environmental U-S. export&9°
grounds. This embargo has been an ongoing source of Mexico’s criticism under the NAFTA of the U.S.
tension between the two countries, but it heated up inTRQ proposal was discussed in January 18, 1996 in
1996, without being resolved. Improved access to theformal consultations under chapter 20 of the
U.S. market for Mexican agricultural produce has been NAFTA.206 Mexico said that the proposed measure

NAFTA (as now implemented in national law) is
now the primary framework affecting the conduct of
U.S.-Mexican trade relations. Mexican public opinion
was generally in favor of the NAFTA following 1994,
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would have additional trade-restrictive effects and in effect, no antidumping duties will be assessed on

would thus be contrary to the objectives and principles tomatoes from Mexico.

set forth in the NAFTA207 USTR did not implement

the TRQ proposal and the proposed legislation was not .

enacted. Yellowfin Tuna Embargo

The U.S. embargo on imports of yellowfin tuna
o O:rs'vlf?;haﬂéé% ?}6’ LtJhSU St?;n Catongggsk;ecltl.opnegggr and tuna products from Mexico became contentious in

growers T petition wi u : 1996218 |n 1991, a court-ordered U.S. embargo took

08 i
of the Trade Act of 1974 aIIe.g|ng that frgsh effect that forbade yellowfin tuna imports from any
tomatoes and bell peppers were being imported into the

: . . L country whose vessels have an incidental
United States in such increased quantities as to be g0 ool taking rate higher than that of U.S

e T, o1 e I8l erevessex This embirgo was implmented pursuan
and fresh bell peppef8? pOn Jul 92 1996. the to the 1984 amendment of the 1972 Marine Mammal
Commission made a ne .ative injur ydet’erminaiion and Protection Act (MMPA), which was enacted to
'e?go jury minimize incidental killing of dolphins by tuna
no remedy was providet:. fishing220 Mexico responded to the embargo by filing
On April 1, 1996, U.S. tomato growers filed a @ complaintunder GATT dispute settlement procedures

petition with Commerce and the USITC under the U.S. in 1991. It was this dispute in the GATT that triggered
antidumping law. On May 16, 1996, the USITC an examination of the link between trade liberalization

unanimously determined in the preliminary phase of its @nd environmental protection measures. The dispute
investigation that there is a reasonable indication thatcentered on to what extent unilateral trade measures
an industry in the United States is materially injured Otherwise inconsistent ~with multilateral trade
by reason of imports of fresh tomatoes from Mexico rules—namely, those involving invocation of GATT
alledged to have been sold at less than fair Vdlibe, article XX, on general exceptions to trade obligations
Pursuant to the USITC's preliminary determination, When in support of protection of human, animal, or
Commerce continued proceedings concerning thePlant health and the conservation of natural
margin of dumping, and the USITC continued its resources—can be used to enforce a national
injury inquiry.  Mexico challenged the U.S. environmental objective.

antidumping proceedings under Article 17.3 of the A GATT panel favored Mexico in the tuna dispute,
WTO Antidumping Agreement, alleging violations of concluding that U.S. import restrictions brought under
GATT Articles VI and X as well as Articles 2, 3, 5, 6 the act were not justified on the basis of GATT article
and 7.1 of the WTO Antidumping Agreement. XX, and so did not conform to U.S. obligations under
Consultations were held in August 1996. However, no GATT articles Il and XI regarding national treatment

request for a dispute resolution panel was ffed.A and elimination of quotas, respectivéil. The GATT
suspension agreement was reached in October betweepanel concluded, among other things, that the United
Commerce and the Mexican growéts. States acted extra jurisdictionally, i.e. imposed its own

Th K hat th il b environmental standards beyond its borders on Mexico
de agrgement SEeKs tq ens?re .t at L ere wi ethrough such trade action. In October 1991, however,

no undercutting or suppression of prices by Setting ayjeyico and the United States requested that the report

reference price, which can be adjusted after one year, 'fbe removed from GATT Council consideration

mar_k_et conditions undergq significant changs. In ending attempts by both parties to reach a bilateral
addition, the accord puts in place measures to ensur{olutionzzz

effective enforcement and to prevent circumvengten. ) )
Commerce is to monitor imports by requiring Mexican The issue nonetheless reached the GATT Council

in 1994, when the Council considered a complaint by
Commerce also is to verify Mexican tomato prices the EU (on behalf of the Netherlands Antilles) against

periodically. The accord may be terminated if its terms € U.S. import ban on yellowfin tuna and tuna

are violated. The agreement was welcomed by theProducts from countries not complying with the
U.S. industry216 MMPA. A second GATT panel on the tuna case

supported the first panel's decision that the U.S.
The agreement between Commerce and theembargoes were in violation of GATT articles Ill and
Mexican producers followed an announcement by X1223 and constituted a trade barrier. The panel's
Commerce that it had preliminarily determined the conclusion was forwarded to the GATT Contracting
dumping margin to be 17.56 percent for most products Parties at their 50th session in December #894The
in questior?l? However, as long as the accord remains Contracting Parties sent the reports of the two panels

exporters to submit quarterly certifications on prices.
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back to the GATT Council. No further developments based on scientific data showing diminished pest
took place in the matter under the GATT, or its infestation, drew strong opposition from California
successor, the WTO. avocado growers, who produce most of the U.S. crop.

In 1996, Congress considered legislation that After extensive review of the situation, by yearepd,
would have changed the U.S. marine mammal YSPA had not announced a change of policy,
protection laws and lifted the embargo on tuna Caugh»[frustratmg Mexican officials, who were hoping for it to
and processed by previously embargoed nations,P00st Mexican avocado exports in the upcoming
provided they comply with newly specified standards season. However, on January 30, 1997, USDA lifted
on dolphin protection. On July 31, 1996, the House the embargo on fresh avocadoes for the winter months
approved HR 28235 that would have replaced the with respect to imports from Michoacan state that are
current ban by allowing the United States to sign the destined for the 19 Northeastern U.S. states, under
Panama Declaration, an international agreed@nt. certain conditions as it outlined in 1995.

The bill accepted the procedure prescribed by this

accord, i.e. posting official observers on fishing boats Ch

to ensure that no dolphins are killed in the tuna fishing Ina

process. If observers reported no dolphin death, the  The dispute between the United States and China
tuna produced from the catch would be designatedgyer Chinese enforcement of intellectual property
“dolphin-safe,” and tuna cans would be labeled jghis (1PR) protection dominated U.S.-China trade
_accordlngly. This WOUld_ allow Mexican (and other relations for the first half of 1996. This dispute

imported) products to gain access to the U.S. market'culminated on June 17, 1996, in a confirmation by

f’fesef.“'y' no" tuna or tuna product s con5|d_ered Acting USTR Barshefsky that China had taken certain
dolphin safe,” if resulting from the practice of setting : . )
: . . actions to suppress the illegal production of compact
nets on tuna that swim with the dolphins. ; . . .
. o . audio, video, and computer disks and exportation of
The Clinton Administration supported H.R. 2823 jiegally produced disks. In other areas, the United
and S.1420, a companion bill in the SerfafeOn States renewed MFN treatment of imports from China
October 7, 1996, President Clinton sent a letter t0 amid less controversy over the annual decision than in
Mexican president Ernesto Zedillo, expressing his recent years. In September, the United States applied
personal commitment IEI this _mat?@liHOV}’?V_er, the sanctions against China for illegally transshipping
proposed, more liberal “dolphin-safe” definition under certain textile and apparel items. Negotiations on

these bills was strongly challenged by environmental China’s proposed accession to the WTO progressed as
groups, who doubted that the observer system wouldchina announced it would not issue policies

be adequate in enforcing true dolphin-safety. jnhconsistent with the WTO.
However, the legislation was opposed in the Senate and

fhe Senate version was not passed. Intellectual Property Rights
Mexican officials expressed frustration over the .
failure of Congress to lift the embargo and have Protection and Enforcement
indicated that Mexico may retaliate against the During the 2 years after the United States and
embarg??? China signed a Memorandum of Understanding
(MOU) on Intellectual Property Rights (IPR) in
January 1992, the Chinese Government made the
Avocadoes required changes in its laws and regulations to lay the
In 1996, Mexico renewed its demands that the foundation for an IPR system that could meet
United States lift its long-standing import ban on international standard? It failed, however, in the
avocados. This 83-year old embargo, barring Mexican View of the U.S. Government, to meet its commitments

avocados from entry into the entire United States under the agreement to establish an adequate and
except Alaska, was instituted to prevent possible fruit effective mechanism for IPR enforcement. In addition,
fly contamination. The U.S. Department of the U.S. Government found that China failed to
Agriculture (USDA) proposed on July 3, 1995, a provide fair and equitable market access for persons
partial lifting for the Haas variety of avocadoes from Who rely on intellectual property rights protection.
Mexico’s Michoacan state to 19 Northeastern U.S. On June 30, 1994, USTR Michael Kantor
states for the November-February period, when theidentified China as a “priority foreign country” under
risk of pest infestation is minimal. The proposal, the Special 301 provisions of the Trade Act of 1974
which was consistent with NAFTAs call for the and immediately initiated a 6-month investigation into
recognition of pest- and disease-free zones and wasts IPR enforcement practicéd! Numerous
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negotiations between the United States and China were
held on these issues. China indicated that it would take
some actions to address U.S. concerns, but U.S.
negotiators indicated that significant movement on a
majority of issues was lacking. Therefore, on
December 31, 1994, a list of products being considered
for retaliation was issued by the USTR and the
investigation was extended until February 4, 1895,

On February 4, 1995, USTR Kantor announced trade
sanctions that would automatically take effect on
February 26, 1995, unless an agreement acceptable to
the United States could be reacRéd.

On February 26, 1995, the USTR announced that
the United States and China had reached an agreement
for China to take specific actions to provide protection
of IPR for U.S. companies and provide market access
for U.S. intellectual property-based products. The
agreement also led to the end of the Special 301
investigation, termination of the retaliatory tariffs, and
an end to China’s designation as a “priority foreign
country.” Under the terms of the accord, China agreed
to the following detailed commitments in three broad
areas of action:

(1) Take immediate steps to address rampant
piracy throughout China—

e Implement a Special Enforcement Period
during which enhanced resources will be
allocated to cleaning up large-scale
producers and distributors of infringing
products.

e Take actions against the factories that are
currently producing infringing products.

e Prohibit the exportation of illegal products,
including pirate compact disks (CDs), laser
disks (LDs), and CD-ROMs (compact
disks containing computer software), and
allocate adequate resources to ensure that
this takes place.

(2) Make long-term structural changes to ensure
effective enforcement of intellectual property rights—

programs in CD-ROM format, without the
verified consent of the U.S. right holder.
Associations of U.S. right holders will be
allowed to establish offices in China to
participate in this system.

Establish focused enforcement efforts for
intellectual property rights in audio visual
works,  computer  programs, and
publications.

Ensure that U.S. right holders have access
to effective judicial relief.

Establish a system whereby statistics
concerning Chinese enforcement efforts
are provided to the U.S. government, and to
provide for the Chinese and U.S.
Governments to meet on a regular basis to
discuss the adequacy of enforcement
efforts.

Ensure the transparency of any laws,
regulations, or rules related to the grant,
maintenance and enforcement  of
intellectual property rights.

Provide U.S. right holders with enhanced
access to the Chinese market. This includes a
commitment by China to—

Place no quotas on the importation of U.S.
audio visual products.

Allow U.S. record companies to market
their entire catalogue of works in China.

Allow U.S. intellectual property-related
companies to enter into joint venture
arrangements to produce, distribute, and
sell their products in China. They will be
able to establish operations in Shanghai
and Guangzhou initially and expand to
eleven other cities within five year$4

By the fall of 1995, U.S. officials expressed
concerns that China was lagging in implementing some
parts of the agreement, despite progress in other parts.
The United States expressed general satisfaction with

* Establish a strong intellectual property chinese actions to stop the sales of pirated products at

enforcement structure.
e Ensure that

the retail level and with its efforts to put an IPR
cross-jurisdictional administrative structure in place that should, over time,

enforcement efforts are carried out
cooperatively and effectively.

Create an effective customs enforcement
system modeled on the U.S. customs
service.

Create a title verification system to help
prevent the production, distribution,

importation, exportation, and retail sale of
U.S. audio visual works as well as software

contribute to enhanced enforcement effésts.

Subsequently, USTR Mickey Kantor and U.S.
negotiators emphasized several areas in which China
needed to make improvements in order to satisfy terms
of the 1995 IPR agreement. Concerns that dominated
U.S.-China IPR dialogue included the U.S. contention
that—

e Thirty or more factories continued to
produce pirated CDs, LDs, and CD-ROMs,
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and that China should take actions to end importation of CD presses. Imminent
piracy in these plants; implementation of a monitoring and
verification system whereby licensed CDs
would include an SID code identifying the
CD press that produced a particular CD,

e Chinese customs border enforcement was
inadequate to stop exports to third-country
markets of pirated CDs, LDs, and

. thereby identifying the producer of the CD.
CD-ROMS; and CDs I)r:tckingfyang SIDp code would be
* Chinahad not yet taken the steps necessary considered to be counterfeit and subject to
to provide access for U.S. exports of seizure and destruction.
intellectual property-based produégs. . Reinstatement of the  “Special
On April 30, 1996, China was designated a Enforcement Period” provided for in the
“priority  foreign country” under Special 301 1995 IPR agreement. This includes a
provisions, because of continued insufficient focused enforcement effort in regions of
implementation of the 1995 IPR agreement. On May rampant piracy, most notably in
15, 1996, Acting USTR Charlene Barshefsky Guangdong Province, and a nationwide
announced a preliminary retaliation list of $3 billion enforcement effort focused on wholesale
worth of U.S. imports from China, and said that if and retail markets, as well as on
China failed to take action to satisfy U.S. concerns, transporters of pirated goods.
prohibitive tariffs would be imposed on June 17, 1996, e Enhanced border enforcement of the
on approximately $2 billion worth of products drawn prohibition of export of illegal audio-visual
from the list. The preliminary sanctions list included products and of import of illegal CD
approximately $2 billion worth of textile and apparel pressegs38

items, $500 million in consumer electronics items, and
$500 million in other consumer goods. The products
chosen were produced mainly in Guangdong Province, MFN Status

the location of most of the factories producing On May 31, 1996, the President issued his official
counterfeit goods. Alternative sources of production determination to renew China’s MFN status for another
exist for the textile and apparel items chosen, with the year239 MFN tariff treatment, the nondiscriminatory
exception of three categories of silk goods. rates of duty that the United States applies
China threatened to retaliate if the United States unconditionally to imports from most countries, is
actually imposed sanctions. China announced aéxtended to imports from China under the President’s
retaliation list that included 100-perceatl valorem  authority to waive full compliance with the
additional tariffs on U.S. agricultural and animal freedom-of-emigration requirements (Jackson-Vanik
husbandry products, vegetable oils and fat, vehiclesAmendment) imposed on nonmarket economy
and their spare parts, telecommunications equipment,countries by section 402 of the Trade Act of 1974. The
and a group of miscellaneous products, as well as thewaiver for China, which has been in effect since
suspension of imports from the United States of certain February 1980, expires on July 3 of each year unless
audio-visual products, and suspension of the handling,the President issues a determination to extend it at least
examination, and approval of applications for chemical 30 days before the scheduled expiration date.

and pharmaceutical registration and for certain types of  |n 1996, as in each previous year since 1989,
investment by U.S. firms. Chinese sanctions against|egislation was introduced in the Congress to

the United States were to become effective on the daydisapprove the President's waiver extension for China
U.S. sanctions against China became effeéive. or to subject its continuation to human rights
Late in the day on June 17, 1996, after last-minute conditions in addition to freedom of emigration. A

discussions between Ambassador Barshefsky andmeasure that would have denied renewal extension of

Chinese officials in Beijing and after visits to China’'s MFN status (H.J.Res. 182) was defeated in the

Guangdong Province by U.S. officials to observe the House on June 27, 19980

most recent enforcement efforts, Ambassador |n his waiver renewal for China in 1993, President
Barshefsky announced that sanctions would not beClinton attached human rights conditions for renewal
imposed. She confirmed that China had taken thein 1994241 He reversed this policy in 1994, delinking
following actions: MFN renewal from human rights conditions except the
» The closing of 15 out of 31 CD factories, freedom-of-emigration requirement. He explained,

prohibition of the establishment of new CD however, that he was basing his decision on the belief

plants, and the prohibition of the that increased contact with China, rather than the
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denial of its MFN status, “offers us the best The agreement extends U.S. import quotas on textiles

opportunity to lay the basis for long-term sustainable and apparel from China, cuts quotas in product areas

progress in human rights and the advancement of ourwhere China had made repeated transshipment

other interests in Chin&42 violations, and establishes market access for U.S.
textile exports to China.

lllegal Transshipments of WTO Accession Negotiations

TeXtIIeS and Apparel China has sought membership in the WTO and its

On January 17, 1994, the United States and Chinapredecessor, the GATT, since 1986. China did not
concluded a bilateral textile agreement that was to accede to the WTO in 1996, but there were meetings of
remain in effect until the end of 19963 Both before  the Working Party on the Accession of China
and after the 1994 agreement, the United States allegedhenceforth, Working Party) in 1996 as well as
that Chinese textile and apparel items have beenrenewed bilateral negotiations on accession between
“transshipped” illegally in an attempt to circumvent China and the United States and other WTO members.

U.S. quotas that limit imports of textiles and apparel The Republic of China under Chiang Kai-shek had
from China. The practice of transshipment involves peen one of the founding members of the GATT in
the transit of goods through third countries and 1947, but withdrew in 1950 after the Communists
becomes illegal when labeling or documentation of gained control of the mainland and established the
country-of-origin is falsified. People’s Republic of China (China). China reapplied

In 1996, the United States applied sanctions againstfor membership in 1986, viewing its bid as a
China for the third time under provisions of the 1994 ‘resumption” of GATT contracting party status. A
bilateral agreement for illegal transshipmeifts. The ~ GATT working party was set up in 1987 to begin the
United States held consultations with China on this process of reviewing China's trading system and
matter from March 25 through March 27, 1996, during €conomy in terms of compliance with GATT rules.
which the United States presented China with evidenceHowever, the process was suspended as a result of the
of transshipment3®> On September 6, 1996, after an Chinese Government's military suppression of the
extensive investigation by the U.S. Customs Service prodemocracy movement in June 1989 and of the
and other government agencies, Acting USTR slowdown in reforms that followed. A resurgence of
Barshefsky announced approximately $19 million in reforms prompted the resumption of the GATT
charges against China’s 1996 quota allow#i€e. Wworking party meetings in early 1992. China pressed
Triple charges were applied to the quota levels in 5 outfor accession by the end of 1994 in order to qualify for
of the 13 categories cited for sanctions. This is the first founding membership in the WTO, which succeeded
time that triple charges have been applied under thethe GATT as the world’s trade forum on January 1,
1994 U.S.-China bilateral textile agreem@ft. 1995, but was not successfaf

On November 10, 1996, China announced it would N November 1995, then-Deputy USTR Barshefsky

suspend its imports of some U.S. commodities in Presented the Chinese with a “roadmap.” which laid
retaliation for the U.S. sanctions, effective December Out conditions that the United States wants China to

10, 1996248 This retaliation became intertwined with Meet for accession to the WTO. The United States and

negotiations that had begun in October 1996 on a newother WTO members have proceeded from the
U.S.-China bilateral textile agreement to replace the Principle that China’s membership must be
pact scheduled to expire at the end of 1396.0n accomplished on terms that provide for meaningful
December 9, 1996, China postponed the retaliation thatmarket access and the incorporation of the disciplines
had been postponed for 30 days, “because theOf WTO provisions into China’s trade regime. China
consultations are to be continued and the U.S.formally applied for WTO membership in late 1995.
delegation has promised to re-study the disputed quota

cut cases,” according to a MOFTEC spokesA¥n. The United States and China held bilateral talks on
On December 23, 1996, the Office of the USTR a number of occasions in 1996, mostly after Assistant
announced that the current agreement would beUSTR Lee Sands was named to head the U.S.
extended until January 31, 1997, following December negotiating team in September.  Working Party
19-21 negotiations in San Francisco during which meetings were held in March and October/November.
progress was made toward renewing the 1994 bilateralThe March Working Party resulted in China’s
agreement®l Agreement was reached on February 1, subsequent provision of additional information related
1997 on a new four-year bilateral textile agreement. to its trade regime and other policies related to trade.
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The October/November Working Party meeting To meet the twin goals of WTO accession and the
resulted in a Chinese announcement of the development of APROC, in 1996 Taiwan took steps to
implementation of a standstill (an agreement not to conform some of its trade and investment rules with
introduce new trade restrictions) and that they would international standards. Bilateral negotiations with
issue no WTO-inconsistent policies during the course Taiwan revisited many long-standing issues,
of the accession negotiations. The United Statesparticularly in the context of WTO accession talks.
regards this as a sign that China is prepared to begin @ther major issues discussed in 1996 included possible
serious negotiatiof®4 involvement by Taiwan firms in IPR piracy in China,
concern over the ability of U.S. firms to supply
medical devices and telecommunications equipment to
the Taiwan market, and liberalization of the financial

Market Access Agreement sector.

The 1992 MOU signed by the United States and

China committed the Chinese Government to lift .
import quotas, licensing requirements, and controls atPrOtecuon Of Inte”eCtual

the end of each year for a 5-year pefiee. Although Property Rights
the MOU eliminated import barriers on some product

groups ahead of schedule in 1993, the first year of the ~ Protection of intellectual property rights (IPR) in
agreement, it did not lift the restrictions scheduled to Taiwan is a regular topic of bilateral negotiations
be eliminated at the end of 1994 until June 30, between the United States and Taiwan. In recent years,
1995256 This delay in implementation stemmed from Taiwan has taken several steps to improve protection
strained relations between the United States and Chin®f IPR. Recent laws enacted by Taiwan were designed
based, in part, on a dispute regarding IPR, and becausé® Protect integrated circuit (IC) layouts and personal
of problems arising from China’'s accession data. Taiwan's earlier failure to enact IC protection was
negotiations to the WTO at the beginning of 1895. @ factor in keeping Taiwan on the Special 301 watch
_ o o _ list in 1995260 |n the U.S. view, enactment of the two
China eliminated restrictions on 176 items on |aws, together with legislation under consideration to
schedule at the end of 1988 Restrictions on 17 protect trade secrets, brings Taiwan's legal framework
commodities were scheduled to pfe ellmlnated. on largely into conformity with WTO standards on
December 31, 1996. Commodities on which Trade-Related aspects of Intellectual Property Rights.
restrictions were to be eliminated include bottled |4 aqgition, improved enforcement of existing laws has
waters, pesticides, and radios and radio Fats. helped to reduce some piracy of computer software and
trademarked good®$! Taiwan’s Export Monitoring
System, initiated in 1993 in response to U.S. pressure,

: has reportedly helped reduce exports of pirated
Talwan products by Taiwan.
As part of their effort to join the WTO, Taiwan In April 1996, the United States noted that Taiwan

authorities in recent years have made numeroushad made “significant strides” in improving IPR
changes to Taiwan's tariffs, nontariff measures, and protection and, therefore, downgraded Taiwan’s status
trade-related regulations. These changes, once fullyunder Special 301 from the “watch list” to the “special
implemented, are expected to increase the openness afention list.” Citing “growing concerns about IPR
Taiwan’s economy to international markets and expand problems” and “expectations for future progress,”
opportunities for foreign businesses in Taiwan. In USTR announced that it would conduct an out-of-cycle
addition to joining the WTO, Taiwan hopes to attract review of Taiwan’s IPR protection within the next 6
financial, shipping, and other services by casting itself months262  In response, Taiwan implemented an
as an Asia-Pacific Regional Operations Center 18-point prograrff3 designed to improve IPR
(APROC) for international businesses. The APROC protection through education, enforcement, export
initiative concentrates on six sectors: manufacturing, monitoring, and  fighting  participation by
sea transportation, air transportation, financial services, Taiwan-owned firms in piracy taking place in China
media services, and telecommunications. Taiwan (so-called “cross-straits piracy?$4 A growing
authorities hope that the effect of the APROC initiative regional IPR issue in recent years has been
will allow Taiwan to remain internationally collaborative piracy of CD-ROMs among Hong Kong,
competitive and play a major role in the economic Taiwan, and Chind%> According to U.S. industry
future of the region. representatives, Taiwan plays an important role in
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piracy of software among Taiwan, Hong Kong, and domestic producers of less advanced technology
China. A group of CD manufacturers based in Taiwan products. HIMA and the United States Government
pledged not to sell master CDs or CD-making also criticized Taiwan's method for setting

machinery without proper authorization from holders reimbursement prices as non-transparent and
of the relevant right3%6 burdensome because of a requirement that foreign
IPR firms supply price data not required from domestic

Taiwan took several steps to improve . . n ;
P b companies. In July 1996, HIMA filed a petition with

protection in 1996. During IPR consultations in . : .
September, Taiwan authorities announced that its IaWUSTR requestln% that the practices be considered
enforcement officials had been instructed to investigateunOIer Super 304

and prosecute under Taiwan law cases in which Taiwan  In November 1996, the United States and Taiwan
nationals counterfeit copyrighted articles in China. reached agreement to preserve access for U.S. medical
Taiwan took other actions in 1996 to counter CD devices in Taiwan’s market. Taiwan agreed to ensure
piracy including, conducting the largest crackdown on that its medical insurance authorities do not
CD piracy in the Island’s history, which confiscated $1 discriminate against U.S. exports of medical devices.
billion worth of cassettes and CDs; requiring CD In particular, Taiwan agreed that it would not require
makers to mark identification numbers on the CDs they cost data from foreign manufacturers not also required
produce; and securing agreement from Taiwan’s CD of domestic firms and would not use non-transparent

manufacturers not to invest in production of pirated procedures or arbitrary price controls on medical
CDs in China67 devices that favor domestic producéf3.

After the out-of-cycle review, which ended in .
November 1996, the United States removed Taiwan W TQO Accession

from the_ “special menj[ion list.” In making the ch_ange_, A Working Party was established in September
the United States signaled that IPR protection in 1992 to consider Taiwan's application to join the

Taiwan had improved since the April review began. st and  to negotiate terms for Taiwan's

The United States cited Taiwan's “aggressive membershig73 By yearend 1996, the Working Party

implementation“ of the 18-poin"[' actiop plan and pa4 held seven meetings, most recently in December
discouragement by Taiwan authorities of investment by 1995. In addition to the multilateral working party,
Taiwan firms in Chinese facilities that produce pirated 1., -0 is  also conducting bilateral accession
CDs as the main reasons for the improved protection Ofnegotiations with 26 current WTO members

. ) 68 . .
IPR in Taiwar At the time of th? announcement, Approximately half of those negotiations were
USTR Barshefsky added that “Taiwan has made a concluded by the end of 1986
serious effort to address IPR problems over the last six h ited d Tai ' held L bil |
months, and has achieved considerable sucé3s.” The United States and Taiwan held several bilatera

The move marked the first time since 1992 that Taiwan talks on Tai\{van's WTO accgssion_ during 1996.
was not cited under any aspect of Special 301 .Outstandlng' issues under dlscussmr) at yearend
provisions270 included tariffs and quotas for automobiles and other

industrial goods; tariffs and distribution arrangements

on certain agricultural commaodities; and tariffs, taxes,
Medical Devices and other aspects of _ma_rket access on products that are

currently the responsibility of the Taiwan Tobacco and

In 1995, Taiwan's National Health Insurance \WinéMonopoly Bureau (TTWMB). Another aspect of

Bureau established rules on reimbursement prices forthe talks on TTWMB include reforming the bureau to
medical devices as part of its national health care plan.meet WTO requirements of national treatment, MFN,
The plan implemented brand-name price lists for @nd transparency. In late 1996, Taiwan authorities sent
determining reimbursement prices for a number of two draft laws pertaining to alcohol and tobacco to the
medical devices and equipment, an action that cutlegislature for approval. The draft laws provide for
reimbursement prices by as much as 20 to 30 percentPrivate manufacturing and repackaging of alcohol and
The U.S. Health Industry Manufacturers Association tobacco products, sets requirements on advertisement
(HIMA) criticized the move, stating that the cuts ©Of these products, and sets the year 2000 as the
appeared designed to favor domestic purchases O1d(.aadline for privatization of the Taiwan’s tobacco and
medical devices. They argued that lower Wine monopoly:”
reimbursement prices for medical devices reduced the In other areas, the United States has requested that
incentive for U.S. firms to sell their most advanced Taiwan make market access commitments in legal and
products in Taiwan thereby favoring lower-cost, financial services, adhere to the WTO Aircraft
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Agreement’6 and accede to the WTO Agreement on Taiwan’s telecommunications regulatory structure. The
Government Procurement (AGP). In the procurement Directorate General of Telecommunications (DGT),
area, although U.S. firms participate in public formerly both regulator and monopoly
procurement in Taiwan, most procurement is awardedtelecommunications service provider, was relieved of
to domestic bidders. As a result, the extent of the latter role. The responsibility for providing
participation by U.S. and foreign firms in contracting telecommunications services was shifted from the
in Taiwan is limitecB?7 As part of its efforts to make DGT to a newly-created state agency, Chung Hwa.
public procurement more consistent with WTO rules, This division of authority was designed to remove the
Taiwan developed a procurement law that included a possibility for conflict of interest between the regulator
bid protest mechanism and began publishing aand telecommunications operating compaf#és.

government procurement bulletin in 1996. Foreign firms were formerly not allowed to

Taiwan's WTO accession process includes revision provide basic or value-added network (VAN) services
of numerous tariffs, quotas and other import policies in in Taiwan. Under the legislation passed in January,
Taiwan. In September 1996, Taiwan announced aforeign firms are allowed to provide up to 20 percent
comprehensive tariff reduction package. The plan to of basic services, including cellular, paging, trunking
cut tariffs on 1,121 import categories and, once fully radio, and wireless data services. Foreign providers
implemented, would lower Taiwan's average tariff are allowed to provide up to 100 percent of the market
from 8.6 percentd valoremto 8.4 percent. Average for VAN services, such as voice services, information
tariff rates on agricultural and industrial products will storage and retrieval, information processing, remote
be 20.0 percent and 6.2 percent, respectively. Thetransactions, and electronic data interch&¥§e.
tariff package included changes to liberalize tobacco
and wine markets, in line with WTO accession talks.
The plan called for replacing monopoly taxes on
imported tobacco and wine products with tariffs and
other domestic taxes at rates below the current
monopoly taxt’® Taiwan has indicated that it will
allow rice imports after WTO accession, but the size of
the import quota and other issues, such as inspection
sampling, and grading, are still under negotiation. In
1996, Taiwan proposed a rice import scheme that
would allow minimum market access of 6 percent of
average annual rice consumption, gradually increasing
to 8 percent over 6 yea#8? In July, Taiwan changed
other provisions gﬁectlng sales of tobacco and alcohol.Spectrum would be put up for bid and that Taiwan
The maximum prices for alcohol and tobacco products " . -

. . ; authorities would not grant island-wide licenses. Both
were increased and the allowable profit margins on

. OIimita’cions, the companies said, would hinder the
sales of such goods were raised from 8 percent to 20", .. . . )
- . ability of new entrants to compete in Taiwan’s cellular

percent. In addition to making the TTWMB more market285
consistent with WTO obligations, the increases are '
expected to increase profitability of sales of tobacco In early 1996, Taiwan published proposed “key
and alcohol and boost market share of imported points” describing the bidding procedures for wireless
products in TaiwaR8l services. U.S. firms expressed concern that the

procedures overemphasized the size of the bidder’s

. . performance bond and underemphasized the
Telecommunications importance of technical and operational merits in bid

In January 1996, after 4 years of debate, Taiwan selection. U.S. firms were also concerned about the

passed legislation to overhaul the legal framework poss_lplllty of political mter_fgrence. in - the b'd
governing the telecommunications sector. The qualification process. In addition, Taiwan authorities

legislation, which permits foreign investment in the delayed finalizing a fee structure for use of the radio

sector, is expected to create opportunities for U.S. andSPectrum by wireless service providéf.

other foreign telecommunications service providers. In July 1996, the United States and Taiwan held
Taiwan’s growing telecommunications services market discussions on the aspects of the new
was estimated at $5.3 billion in 1995. In addition to telecommunications law that had the effect of limiting
allowing foreign investment, the legislation revamped foreign participation in Taiwan. As a result of those

The new law is seen as an important step in
liberalizing Taiwan’s telecommunications sector.
Foreign investors, however, said that the 20-percent
foreign ownership limit on basic services and a 11.9
percent cap on return on investment were too limited to
present a viable business opportufity.Several U.S.
firms also expressed concerns about Taiwan'’s plans for
allocation of the radio spectrum for new market
entrants in cellular and personal communications
services. They indicated that the portion of the
spectrum allocated to these services may be
insufficient for developing a customer base. U.S.
companies were concerned that not enough of the
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talks, Taiwan agreed to remove a cap on profits on newtelecommunications sector.  During the year, the
telecommunications companies, ensure that foreignUnited States continued efforts to improve market
telecom firms could interconnect with the central access for imported automobiles in Korea. Imports
phone system on the same terms as Chung Hwa, an@ccount for less than 2 percent of automobiles sold in
relax ~ stringent  debt/equity requirements of Korea, which is the world’s third largest auto exporter.
participating firms. In response to the agreement, Longstanding agricultural disputes also continued in
Acting USTR Barshefsky said that “removal of these 1996. Korea’s shelf-life standards for imported meat
barriers is a good first step toward moving from a and import clearance procedures for fruits and other
monopoly to a competitive market in Taiwan’s agricultural products remained trade disputes in 1996.
telecommunications secto#®” Taiwan further agreed  After the United States brought the import clearance
that Chung Hwa would not cross-subsidize its wireless dispute to the WTO, Korea announced that it would
services  with revenue from its basic revise its import clearance procedures. By the end of
telecommunications monopoly, nor discriminate in the year, Korea had completed its process of acceding
pricing for interconnectioR88 both to the OECD and the WTO Agreement on
Government Procurement.

Financial Sector Liberalization

In an effort to promote Taiwan as an international
financial center, Taiwan has taken steps in recent year
to open the financial sector to foreign participation.
Many observers state that successful implementation of
the APROC plan, however, will require significant
liberalization of the financial services sector in Taiwan
to attract foreign capital. Financial liberalization in

Telecommunications

S Section 1377 of the Omnibus Trade and
Competitiveness Act of 1988 requires an annual review
of U.S. telecommunications trade agreements. This
review process has regularly included Korea. In recent
years, the United States has negotiated a series of
bilateral telecommunications trade agreements with
1996 included relaxing some restrictions on capital !<orea. These agreement.s have been de3|gneq to
improve procurement practices, strengthen protection

flows, allowing conversion of foreign currency loans
’ . . . f IPR Korea Telecom, clari ndards-rel
to local currency, easing foreign exchange restrictions ° by Korea Telecom, clarify standards-related

on banks, and easing rules on forward foreign ISSUEs, regularize type approval of e_:quipment, _and
exchange contracts. Taiwan also eased rules on foreigrprOVIde equal treatmgnt .for U.S. firms  pursuing
insurance companié® and expanded limits on procurement opportunities in Koré#:

foreign participation in its stock mark@@ In March 1996, the United States and Korea
reached an understanding on implementation of a 1992
telecommunications agreeméfie. In subsequent
talks, the two sides failed to reach agreement on
preventing involvement by the government of Korea in
wireless procurement decisions. The United States
estimates that by the year 2000, the size of Korea’s
wireless market will reach $6.5 billion and the total

Revision of Taiwan’s Offshore Banking Statute is
one of the goals of the APROC plan. In the securities
sector, new rules were introduced in 1996 to ease
restrictions on offshore banking activities in Taiwan.
The changes would authorize offshore banking units to
accept foreign currency deposits from residents, to
obtain capital funds by selling Taiwan residents - . .

; : market for telecommunications equipment and services
products such as bank-issued, foreign currency . S 504

o . . will reach $100 billior?
certificates of deposit, money market instruments, and .
other securities. In addition, offshore banking units N July 1996, as a result of a breakdown in the
would be allowed to participate in a wider range of talks, the United States identified Korea as a “priority

and opening foreign currency-denominated letters of Making the designation, USTR said that it was
credit for non-residen291 particularly ~ concerned about “Buy Korean”

preferences in procurement practices by both public
and private entities in Korea, nondiscriminatory access,
Korea the nee_d for increased trgnsparer_lcy in Korea’s telecom
regulations, and protection of intellectual property
U.S. trade relations with Korea in 1996 centered on rights295 Designation as a priority foreign country
several recurring market access disputes. In July, theunder section 1374 starts a one-year timetable leading
United States announced that it was taking steps thato possible imposition of sanctions. In July, however,
could lead to trade sanctions against Korea in responséicting USTR Barshefsky said that the United States
to involvement by the Government of Korea in the did not intend to wait that long to resolve the
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dispute?9%6  Talks in late 1996 failed to narrow the automobile market. In their statement, Acting USTR

differences between the two sidés. Barshefsky and Commerce Secretary Mickey Kantor
said that “Korea remains the most closed market of the
major world auto producers®?

Automobiles By late 1996, the United States concluded that

The low level of sales of imported automobiles in Korea had “Iargely_ mgt_” its obligations under the 1995
Korea has been a source of bilateral friction in recent M?U' It—)|_(|)wever, s_lgnlfu;antgjarket_acce?shb arrlgrs for
years. The United States maintains that Korea supportsau omaobiies re;mam under discussion. ese barriers
a “sanctuary market for automobiles” while pursuing Include Korea’s method for determining taxation on
an aggressive automobile export stra@$Although automobiles, financial liberalization of auto leasing and
Korea is now the world's third largest auto exporter wholesaling, and certification requirements. In late
after Japan and the European Union, in 1995 Korea1996, Commerce Secretary Kantor observed that the
imported 6,000 vehicles from the United States and U.S. market share for automobiles in Korea, which

4.300 from the EU. which accounted for less than one remains at about 1 percent, indicates discriminatory
p;ercent of all aut(,)mobiles sold in Korea. Korea’s practices in Korea’s auto market. Secretary Kantor

exports of automobiles to the United States and Europeag""In called on Korea to repeal tax increases on sport

in 1995 reached 191.000 and 180.000 units utility vehicles, revise the method for determining

respectively. By late 1996, imports of automobiles, taxation on passenger automobl_les, cut the import tariff
although up from earlier levels, accounted for 1.5 on automobiles, and liberalize financial restrictions on

percent of the total market in Kord® auto Ieas_ing. On the issue of taxatign, Korean taxes_on

automobiles escalate based on engine size. The United

The United States and Korea signed an MOU in States has requested that Korea instead calculate auto
late 1995 designed to improve market access fortaxes based on the value of the vehicle. U.S.
foreign automobiles.  The MOU covers Korea’s automakers point out that, under the current formula,
treatment of foreign automobiles in the areas of the taxation burden falls heaviest on large-size
taxation, standards and certification procedures, gutomobiles, which the U.S. automakers export to
advertising, ~auto  financing, and  consumer Korea. Korea maintains that taxation of sport utility
perception?®  Among other things, the MOU was yehicles is consistent with the MOU because it was

designed to combat excessively high taxes on importedannounced prior to signature of the agreement and that

automobiles, remove certification requirements on new taxation based on engine size is designed to protect the
models of automobiles, remove restrictions on accesSenvironmens?3

to television advertising, counter the perception of the
Korean consumer that purchase of a foreign
automobile will result in a tax audit for the purchaser,

and implement a consultation mechani¥th. Shelf-Life Agreement

In 1996, the United States reviewed Korea's A long-standing dispute between the United States
progress in implementing the MOU. The U.S. report and Korea has centered on certain Korean measures
noted that Korea had made some progress in cuttingthat impede market access for imported beef and pork
barriers in the areas of safety and emission standardsn Korea. The United States has negotiated a series of
and certification, taxes on foreign passenger vehiclesagreements in recent years designed to improve market
(except jeep-type vehicles), advertising regulations, access for beef and pork. In the most recent
improving consumer perceptions of imported vehicles, agreement, reached in July 1995, Korea agreed to
and retail financing. The United States said that “much phase out its system for determining shelf-life for meat
more needs to be done” by Korea to open its products and lengthen the time period for offering
automobile market to a level comparable to that of the tenders for the purchase of pork prod#tsUnder the
United States. The United States noted that, althoughagreement, Korea agreed to phase out its system of
growing, sales of U.S. passenger vehicles remain atsetting shelf-life periods by regulation and instead to
very low levels. In a joint statement, USTR and allow food manufacturers to set their own “use-by”
Commerce said that although Korea had “generally” dates, similar to the practice followed in most other
implemented the September 1995 agreement, it wascountries. Korea also agreed that it would not use
“still too early to see any significant impact on the temperature specifications for meat products to restrict
Korean auto market.” They also expressed concernimports. Korea did not, however, agree to liberalize its
about taxes on jeep-type vehicles. Sport utility mandated seven-week shelf life requirement for
vehicles are the fastest growing segment of the Koreansterilized milk. The United States reserved its rights to
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use WTO dispute settlement procedures to resolve this(Florida-grown citrus would still be subject to an

issue. incubation test). Finally, the new regulations remove a
requirement on both California and Florida citrus that
agreement in July 1995. Other provisions were all citrus was grown in an area free of medflies. These

scheduled to take effect in July 1996.However, the ~ changes in the Plant Quarantine Act are expected to
United States requested consultations in 1996 with ease clearance difficulties of many agricultural exports

311
Korea over inadequate implementation of the 0 Korea:
agreement. In late 1996, the United States said that it

would request that a WTO dispute settlement panel Korea’s New Economy
consider the issues if the problems were not

resolved306 Korea's current 5-year plan for a “New Economy”

and its “Globalization” initiatives are designed to

reduce government regulation, increase the

Import C|earance decision-making role of the private sector in the
economy, and open more sectors of the economy to

In May 1996, the United States filed a complaint at foreign participation.  Many of its elements, if
the WTO protesting Korea's testing and inspection jmplemented, would affect the structure of economic
procedures for imported fruit and vegetables. The yejations in Korea and the role of the government in
United States alleges that phytosanitary inspection kgrea’s economy that underlie many bilateral trade
delays, to meet requirements of the Ministry of Health gisputes. The plan includes initiatives to attract new
and Welfare and the Ministry of Agriculture, Forestry foreign investment, protect intellectual property rights,
and Fisheries, prevent fruit from clearing customs for |iperalize the financial sector, privatize state-owned
up to a month, versus 3-4 days in other countries in theenterprises, implement administrative deregulation,

region. Korea requires inspection of 100 percent of gnd overhaul the land acquisition 18%
agricultural products at the time of import, instead of

using random sampling as is done in other
countries39’7  These delays, the U.S. points out,
contribute to spoilage of imported products prior to
customs clearance.

Korea began phasing in provisions of the

Some of these reforms are also being undertaken to
bring Korea into conformity with OECD standards in
light of Korea’s recent accession to that organization.
Korea formally acceded to the OECD in October,
1996. Before accession, Korea agreed to open its

The U.S. complaint centers on Korea's import economy in several areas to conform to OECD
clearance requirements for fruit and vegetables, standards and to meet requirements of the
particularly import inspection and fumigation for pests organization’s Committee on Capital Movements and
already existing in Korea (so-called “cosmopolitan |nvisible Transactions and the Committee on
pests”); incubation testing for the Mediterranean fruit |nternational Investment and Multinational Enterprises.
fly on fruit grown in California; sorting, repackaging Changes announced by Korea in the context of OECD
and relabeling requirements; and food safety standardsaccession include reducing limits on foreign ownership
for processed food¥® U.S. exporters state that these of domestic stocks, allowing foreign banks to establish
requirements are excessive, costly, and result inwholly-owned subsidiaries, allowing  foreign
increased spoilage. Other complaints about import ownership of long-term corporate debentures,
clearance include storage of imported oranges for up topermitting domestic firms involved in infrastructure
five months until after the domestic crop is projects to borrow from foreign lenders, and allowing
marketec?®® At a WTO meeting to consider the foreign securities companies to set up wholly-owned
dispute, several WTO members indicated support for sybsidiaries in Kore#l3
the U.S. position regarding import clearance
difficulties in Korea310

In late 1996, Korea announced that it was revising Government Procurement

its import clearance procedures under the Plant In 1996, Korea's government procurement
Quarantine Act. Several changes appear to modify practices continued to be a subject of bilateral
regulations or practices under discussion in the WTO negotiations. As noted above, the United States has
dispute. The main revisions include acceptance ofbeen urging Korea for several years to adopt
shipments containing cosmopolitan pests, requiring atransparent and nondiscriminatory  procurement
pest risk analysis only for commodities that had not practices for  telecommunications  equipment.
previously been imported into Korea, and eliminating Government procurement in Korea is centralized in the
incubation tests for citrus grown in California Office of Supply, Republic of Korea (OSROK).

115



Korean authorities reportedly press for local Korea agreed to apply GPA rules to procurement of
procurement. Purchasing agencies may also requestjoods and services, including construction and
that suppliers provide offsets in addition to the computer network procurement, by central and
procured goods. Offsets may include required levels of sp.central government entities and many state-owned
local-content, investment, technology transfer, or other .o mercial enterprises.  Major government-owned
factors that benefit the local economy. enterprises covered by the GPA are Korea Electric

The WTO Agreement on Government Procurement power Corporation, the Korea Petroleum Development
(AGP% IS one offthe WTO pIunIatEraI agreerlne?ﬂﬂs._ Corporation, the Korea General Chemical Corporation,
By t.e. end of 1996, . Korea had completed |t.s and Korea Telecom. Korea excepted procurement by
negotiations on accession to the agreement, WlthKorea Telecom of telecommunications goods and
implementation set to begin in early 1997. The AGP

rules are designed to ensure transparency innetwork equipment from GPA rules. The United

government procurement. The agreement also includesStates, however, maintains that its annual review of
a bid protest mechanism. Upon accession, memberdelécommunications agreements under Section 1377 of
agree to allow foreign bidding on government the Omnibus Trade and Competitiveness Act of 1988,
procurement contracts of specified products by should be sufficient to allow U.S. companies to
specific agencies. compete for contracts of such goods in Kot&a.
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CHAPTER 5
Administration of U.S. Trade
Laws and Regulations

This chapter surveys activities related to the brooms investigations and made a negative
administration of U.S. trade laws during 1996. It determination in the tomatoes/peppers investigation.
covers (1) the import-relief laws, (2) the unfair trade In November 1996, the President imposed relief in the
laws, and (3) certain other trade provisions, including form of higher tariffs on imports of broom corn
the U.S. Generalized System of Preferences (GSP), théorooms. There were no investigations in progress at
Caribbean Basin Economic Recovery Act (CBERA), yearend 1996.
the Andean Trade Preference Act (ATPA), section 232
of the Trade Expansion Act of 1962 (impairment of
national security), the Agricultural Adjustment Act
(interference with programs of the U.S. Department of
Agriculture), and programs affecting textile and
apparel imports.

The two brooms investigations were conducted on
the basis of petitions filed with the Commission on
March 4, 1996, by the U.S. Cornbroom Task Force.
The investigations were conducted jointly. In its
petition filed under the NAFTA safeguard law, the
Task Force also asserted that critical circumstances
exist and sought provisional relief pending completion

; of a full investigation. On April 29, 1996, the
|mp0rt Re“ef LaWS Commission, by a vote of 3-3, made a negative critical

The United States has enacted several safeguardiircumstances determination. The Commission made
laws as well as a trade adjustment assistance programaffirmative injury —determinations in the full
The U.S. global action safeguard law, which is based investigations on July 2, and transmitted its report,
on article XIX of GATT 1994 and the Uruguay Round which included the remedy recommendations of
Agreement on Safeguards, is set forth in sectionsindividual Commissioners, to the President on August
201-204 of the Trade Act of 1974U.S. bilateral 1.7 At the request of Mexico, the two countries
action safeguard laws are set forth in section 406 of theconducted bilateral consultations on August 21, 996.
Trade Act of 1974 (market disruption from imports On August 30, the President announced that he would
from Communist countried)and sections 301-304 of not take action under the NAFTA bilateral safeguard
the North American Free-Trade Agreement (NAFTA) law, but that he was directing USTR to negotiate and
Implementation AcB The trade adjustment assistance conclude, within 90 days, under the global safeguard
provisions are set forth in sections 221 et seq. of thelaw, agreements concerning broom corn brooms
Trade Act of 1974. exported to the United Stat®s.Efforts to negotiate
such agreements were unsuccessful. On November 28,

. 1996, the President announced that he was imposing
Safeguard Actions higher rates of duty on imports of broom corn brooms

The U.S. International Trade Commission for a 3-_year pe_riod, to be phased down annu_ally during
(Commission) conducted three safeguard fthe relief period. Excluded from the _rellef were
investigations during 1996, two under the global action imports from Canada, Israel, and developmg.countrles
safeguard laf and one under the NAFTA bilateral that account for less than 3 percent of U.S. impérts.
action safeguard lafv. The two global safeguard The third investigation was conducted on the basis
investigations concerned imports of broom corn of a petition filed by the Florida Fruit & Vegetable
brooms and fresh tomatoes and bell peppers, and thé\ssociation, et al., on March 11, 1996, under the global
NAFTA safeguard investigation concerned imports of safeguard law. The Commission made a negative
broom corn brooms from Mexico. The Commission injury determination on July 2, and reported the results
made affirmative injury determinations in the two of its investigation to the President in early Augtst.
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Adjustment Assistance Numberof  Estimated

investigations number of

The Trade Adjustment Assistance (TAA) program, '€m or petitions  workers
set forth in sections 221 et seq. of the Trade Act of completed certifications 1,086 115,561
1974, authorizes the Secretaries of Commerce andga{_tti_al ce(rjtific_agons 423 60 igg

. . . . eutons aenied ....... ,
Labor to provide tradg adjustment assistance to firms piione tarminated or
and workers, respectively, that are adversely affected withdrawn .......... 76 3,575
by increased imports. Initially authorized under the
Total .............. 1,588 179,703

Trade Expansion Act of 1962, the current program is
scheduled to expire on September 30, 1998. In 1993, a

new subchapter was added to the TAA provisions in  In addition, Labor provided training, job search,
the Trade Act to provide transitional assistance to and relocation services valued at a $96.6 million in FY

workers separated or threatened to be separated front996, representing a 1.2-percent decrease from the

their employment as a result of increased imports from $97.8 million allocated during FY 1995. As shown in
Canada or Mexico under the NAFTA. the following tabulation, data for FY 1996 indicate that

33,410 workers used available service benefits,
representing an increase of 11.7 percent from the
29,914 workers receiving such services in the previous
fiscal yeaft®

The TAA system of readjustment allowances to
individual workers is administered by the U.S.
Department of Labor through its Employment and

Training Administration (ETA) in the form of Estimated number of
monetary benefits for direct trade readjustment !tem participants in FY 1996
allowances and service benefits that include allocations
for job search, relocation, and training. Industry-wide Training .................. 32,000
technical consultation provided through Commerce- JoPsearch ............... 650
. . Relocation allowances ... .. 760
sponsored programs is designed to restore the
economic viability of U.S. industries adversely Total.................... 33,410

affected by international import competitiés.

NAFTA-Related Assistance to
Workers

; As stated above, the NAFTA Implementation Act
Assistance to Workers provides for the establishment of a Transitional

o Adjustment Assistance program. The program, which
~ The Department of Labor instituted 1,629 o0an gperation January 1, 1994, provides job search,
investigations during fiscal year (FY) 1996 (October 1, training, and relocation assistance to workers in
1995, through September 30, 1996) on the basis ofcompanies affected by imports from Canada or Mexico
petitions filed for trade adjustment assistance. This or by shifts of U.S. production to those countries. Data
figure represents an increase from the 1,501 petitionsfor FY 1996 from the Department of Labor indicate
instituted in FY 1995. that 714 petitions were filed for assistance under the

program, compared with 410 such filings in FY 1995.
The number of completed and partial certifications Petition activity under the program in FY 1996 is
in FY 1996 decreased to 1,089 from 1,196 in FY 1995. summarized in the following tabulation:
Figures for FY 1996 indicate that Labor expenditures

. . Number of
for direct Trade Readjustment Allowances (TRA) to investigations
certified workers increased to $157.3 million, a 2.6 Item or petitions
percent increase from the $1§3.3 rmllpn expenditure Petitions filed ... 714
in FY 1995. The results of the investigations completed worker groups certified .. .. . ... .. 399
or terminated in FY 1996, including those in process Petitions denied ................ 251

Petitions terminated ............ 19

from the previous fiscal year, are shown in the
following tabulationt4
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The number of completed certifications in FY 1996 In addition, Commerce issued two new countervailing
was 399, covering approximately 46,652 workers. FY duty orders, following completion of investigations by
1996 figures indicated that Labor expenditures for Commerce and the Commission. During 1996, the
direct TRA to certified workers were $10.7 milliéf. Commission completed 12 investigations under section
The Department of Labor also provided training, job 337 of the Tariff Act of 1930 involving allegations of
search, and relocation services that decreased fronpatent, trademark, or copyright infringement or other
$21.4 million in FY 1995 to $19.2 million in FY 1996. unfair methods of competition. In one of the section
Data for FY 1996 indicated that 2,38®orkers used 337 investigations, the Commission issued general
available service benefits, as shown in the following exclusion orders prohibiting the importation of

tabulation: merchandise, and in three other section 337
_ investigations the Commission issued temporary
Estimated limited exclusion orders barring importation of accused
number Cost ducts  duri th £ th fi
ltem of participants (dollars) products  during e course 0 e respective
investigations.
Training ........... 2,300 $5,957,139
Jobsearch ........ 12 3,444
Relocations . ....... 76 72,939 . . .
Section 301 Investigations
Total .............. 2,388 $6,033,522

In 1996, USTR initiated nine new section 301
investigations. Further developments occurred in nine
investigations initiated prior to 1996. Table 5-1
Assistance to Firms and summarizes USTR activites on section 301
Industries investigations during 1996

Through its Trade Adjustment Assistance Division . . . .
(TAAD) the U.S. Department of Commerce’s Antldumplng Investlgatlons
Economic Development Administration (EDA)
certified 148 firms as eligible to apply for trade
adjustment assistance during FY 1996. This figure
represents an increase from the 137 firms certified in
the previous fiscal year. The TAAD administers its
firm assistance programs through a nationwide
network of 12 Trade Adjustment Assistance Centers
(TAACs). Technical services are provided to certified
firms through TAAC staffs and independent
consultants under direct contract with TAACs.
TAAC's funding for technical services to firms
adversely affected by international import competition

The present antidumping law is contained in title
VIl of the Tariff Act of 193018 The antidumping law
provides relief in the form of special additional duties
that are intended to offset margins of dumping.
Antidumping duties are imposed when (1) Commerce
(the administering authority) has determined that
imports are being, or are likely to be, sold at less than
fair value (LTFV) in the United States, and (2) the
Commission has determined that a U.S. industry is
materially injured or threatened with material injury or
that the establishment of an industry in the United
decreased from $9.95 million during FY 1995 to $8.5 SLaes is materially retarded by reason of such imports.

Most investigations are conducted on the basis of a

million during FY 1996. petition filed with Commerce and the Commission by
In addition to trade adjustment assistance for firms, or on behalf of a U.S. industry.

Commerce provided $700,000 to the TAACs to

continue the defense conversion demonstration begunLTF

in FY 1994. Research and development projects on

gears by the Gear Research Institute continued in FY

1996.

In general, imports are considered to be sold at
V when the United States price (i.e., the purchase
price or the exporter’s sales price, as adjusted) is less
than the foreign market value, which is usually the
home-market price, or, in certain cases, the price in a
third country, or a “constructed” value, calculated as

. . set out by statut®® The antidumping duty is designed
LaWS AgalnSt Unfalr to equal the difference between the U.S. price and the

Trade Practices foreign-market value. The duty specified in an

antidumping order reflects the dumping margin found

The U.S. Department of Commerce issued 8 new by Commerce during its period of investigation. This
antidumping orders during 1996, following completion rate of duty will be applied to subsequent imports if no
of investigations by Commerce and the Commission. request for annual reviews is received by Commerce.
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Table 5-1

Summary of activity on sec. 301 investigations during 1996

Docket No.

Summary and actions occurring during course of investigation

Petitions filed or investigations self-initiated in 1996:

Docket No. 301-110

Docket No. 301-109

Docket No. 301-108

Brazilian Practices Regarding Trade and Investment in the Auto Sector, self-initiated
by USTR (Oct. 1996), 90-day delay in request for consultation (Oct. 1996)

On Oct. 11, 1996, USTR self-initiated an investigation under section 302(b)(1) of the Trade
Act of 1974, with respect to certain acts, policies and practices of the Government of Brazil
concerning the grant of tariff-reduction benefits contingent on satisfying certain export
performance and domestic content requirements.

On Oct. 11, 1996, USTR invited public comment on the matters being investigated (61
F.R. 54485). Brazil agreed to enter into intensive talks with the United States as a result of
consultations held in August, 1996 under WTO dispute settlement procedures. Pending
the outcome of these talks, USTR decided pursuant to section 303(b)(1)(A) of the Trade
Act to delay for up to 90 days requesting the consultations required under section 303(a)
of the Trade Act for the purpose of ensuring an adequate basis for such consultations.

Indonesian Practices Regarding Promotion of Motor Vehicle Sector, self-initiated by
USTR (Oct. 1996), consultation requested with the Government of Indonesia (Oct.
1996)

On Oct. 8, 1996, the USTR self-initiated an investigation under section 302(b)(1) of the
Trade Act with respect to certain acts, policies and practices of the Government of
Indonesia concerning the grant of conditional tax and tariff benefits intended to develop a
motor vehicle sector in Indonesia.

On Oct. 8, 1996, the USTR invited public comment on the matters being investigated (61
F.R. 54247) and requested consultation with the Government of Indonesia pursuant to
Article 1 and 4 of the DSU, Article XXII:1 of the GATT 1994, Article 8 of TRIMs Agreement,
Articles 7 and 30 of the SCM Agreement, and Article 64 of the TRIPs Agreement.

Argentine Specific Duties and Non-Tariff Barriers Affecting Apparel, Textiles,
Footwear, self-initiated by USTR (Oct. 1996), consultations were requested with the
Government of Argentina (Oct. 1996)

On Oct. 4, 1996, the USTR self-initiated an investigation under section 302(b)(1) of the
Trade Act with respect to certain acts, policies and practices of the Government of
Argentina concerning the imposition of (1) specific duties on apparel, textiles, footwear
and other ad valorem; (2) a discriminatory statistical tax and (3) a burdensome labeling
requirement on apparel, textiles and footwear.

On Oct. 4, 1996, the USTR requested public comment and pursuant to Section 303(a)
requested consultations with the Government of Argentina pursuant to Article 4 of the
Understanding on Rules and Procedures Governing the Settlement of Disputes (DSU),
Article XXII:1 GATT, 1994, Article 14 of the Agreement on Technical Barriers to Trade,
Article 19 of the Agreement on the Implementation of Article VII of the GATT 1994, and
Article 7 of the Agreement on Textiles and Clothing (61 F.R. 53777).

Table continued on next page
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Table 5-1—Continued

Summary of activity on sec. 301 investigations during 1996

Docket No.

Summary and actions occurring during course of investigation

Petitions filed or investigations self-initiated in 1996—Continued:

Docket No. 301-107

Docket No. 301-106

Docket No. 301-105

Australian Subsides Affecting Leather, petition filed by the Coalition Against
Australian Leather Subsidies (August 1996), consultations were held with the
Government of Australia (Oct. 1996)

On Aug. 19, 1996, the Coalition Against Australian Leather Subsidies filed a petition
pursuant to section 302(a) of the Trade Act alleging that certain subsidy programs of the
Government of Australia constitute acts, policies and practices that violate, or are
inconsistent with and otherwise deny benefits to the United States under GATT 1994 and
the SCM Agreement.

On Oct. 3, 1996, the USTR initiated an investigation pursuant to section 302(a) to
determine whether certain acts, policies or practices of the Government of Australia
regarding subsidies available to leather under the Textile, Clothing and Footwear Import
Credit Scheme and another subsidies to leather granted or maintained in Australia which
are prohibited under Article 3 of the SCM Agreement are actionable under section 301.
USTR requested public comment, pursuant to Section 303(a) of the Trade Act, requested
consultations with the Government of Australia on Oct. 7, 1996, pursuant to Articles 1 and
4 of the Understanding on Rules and Procedures Governing the Settlement of Disputes
(DSU), Article 4.1 of the SCM Agreement, and Article XXIII:1 of GATT 1994 as
incorporated in Article 30 of the SCM Agreement (61 F.R. 5064). Consultations were held
on Oct. 31, 1996.

India’s Practices Regarding Patent Protection for Pharmaceuticals and Agricultural
Chemicals, self-initiated by USTR (July 1996), consultations held with Government
of India (July 1996)

On July 2, 1996, USTR self-initiated an investigation under section 302(b)(1) of the Trade
Act with respect to certain acts, policies and practices of the Government of India that may
result in the denial of patents and exclusive marketing rights to U.S. individuals and firms
involved in the development of innovative pharmaceutical and agricultural chemical
products.

On July 8, 1996, USTR invited public comment on the matters being investigated (61 F.R.
35857) and requested consultation with the Government of India pursuant to Article XXII
of GATT, 1994, and Article 4 of the WTO DSU and Article 64 of the TRIPs Agreement.
Consultations were held July 27, 1996.

Turkey’s Practices Regarding the Imposition of a Discriminatory Tax on Box Office
Revenues, self-initiated by USTR (June 1996), consultations held with Government
of Turkey (July 1996)

On June 12, 1996, USTR self-initiated an investigation under section 302(b)(1) of the
Trade act with respect to certain acts, policies and practices of the Government of Turkey
that may result in the discriminatory treatment of U.S. films in Turkey.

On June 17, 1996, USTR invited public comment on the matters being investigated (61
F.R. 32883) and requested consultations with the Government of Turkey pursuant to
Article XXII of GATT, 1994, and Article 4 of the WTO DSU. Consultations were held July
25, 1996.

Table continued on next page
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Table 5-1—Continued
Summary of activity on sec. 301 investigations during 1996

Docket No. Summary and actions occurring during course of investigation

Petitions filed or investigations self-initiated in 1996—Continued:

Docket No. 301-104 Pakistan’s Practices Regarding Patent Protection for Pharmaceuticals and
Agricultural Chemicals, self-initiated by USTR (April 1996), U.S. requested
establishment of dispute settlement panel (July 1996)

On April 30, 1996 USTR self-initiated an investigation under section 302(b)(1) of the Trade
act with respect to certain acts, policies and practices of the Government of Pakistan that
may result in the denial of patents and exclusive marketing rights to U.S. individuals and
firms involved in the development of innovative pharmaceutical and agricultural chemicals
products.

On May 3, 1996, USTR invited public comment on the matters being investigated (61 F.R.
19971) and requested consultations with the Government of Pakistan pursuant to Article
XXIl of GATT, 1994, and Article 4 of the WTO DSU. Consultations were held on May 30,
1996. On July 4, 1996 the U.S. requested establishment of a Panel.

Docket No. 301-103 Portugal’s Practices Regarding Term of Patent Protection, self-initiated by USTR
(April 1996), investigation terminated (Oct. 1996) following Portugal issuance of
Decree-Law 141/96

On April 30, 1996, USTR self-initiated an investigation under section 302(b)(1) of the
Trade Act with respect to certain acts, policies and practices of the Government of
Portugal relating to the term of existing patents.

On May 3, 1996, USTR requested public comment on the acts, policies and practices of
Portugal being investigated (61 F.R. 19971) and requested consultations with the
Government of Portugal pursuant to Article XXIl of GATT, 1994, and Article 4 of the WTO
DSU.

On May 30, 1996, the United States and Portugal held formal consultations. On August
23, 1996, Portugal issued Decree-Law 141/96 to implement properly its patent term
related obligations under the TRIPs agreement. Having reached a satisfactory resolution
of the issues under investigation, the USTR terminated the investigation on Oct. 21, 1996,
and will monitor implementation of the agreement under section 306 of the Trade Act.

Docket No. 301-102 Canadian Practices Affecting Periodicals, self-initiated by USTR (March 1996), first
dispute settlement panel meeting (Oct. 1996)

On March 11, 1996, the USTR self-initiated an investigation under section 302(b)(1) of the
Trade Act with respect to certain acts, policies and practices of the Government of Canada
that restrict or prohibit imports of certain periodicals into Canada and apply discriminatory
treatment to certain imported periodicals. On March 11, 1996, the USTR requested public
comment and requested consultations with the Government of Canada pursuant to Article
XXII of GATT, 1994, and Article 4 of the WTO DSU (61 F.R. 11067).

The panel was established on June 19, 1996 and its first meeting took place on Oct. 11,
1996.

Other investigations acted upon in 1996:

Docket No. 301-101 EU Enlargement, self-initiated by USTR (Oct. 1995), investigation terminated
following agreement with EU (Oct. 1996)

On Oct. 24, 1995, USTR self-initiated an investigation under section 302(b)(1) of the Trade
Act with respect to the denial of benefits under a trade agreement by the European Union
arising from the accession of Austria, Finland and Sweden.

Table continued on next page
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Table 5-1—Continued

Summary of activity on sec. 301 investigations during 1996

Docket No.

Summary and actions occurring during course of investigation

Other investigations acted upon in 1996—Continued:

Docket No. 301-100

Docket No. 301-99

On Oct. 24, 1995, USTR requested public comment and a public hearing was held on
Nov. 21, 1995, on a proposed determination (60 F.R. 55076). On Dec. 22, 1995, the
European Union Council approved the U.S.-E.U. Agreements on EU Enlargement and
Grains which provides full compensation to the United States for tariff increases that
occurred when the three countries acceded to the EU.

Effective Oct. 21, 1996, having reached an agreement that provided a satisfactory
resolution of the issues under investigation, the USTR decided to terminate this
investigation and to monitor EU implementation pursuant to section 306 of the Trade Act.

European Community Banana Import Regime, self-initiated by USTR, second
meeting of dispute settlement panel (Oct. 1996)

Pursuant to section 302(b)(1) of the Trade Act, the USTR self-initiated a new investigation
concerning the European Union’s (EU) acts, policies and practices relating to the
importation, sale and distribution of bananas.

On Oct. 4, 1995, USTR invited public comment on the acts, policies and practices of the
EU and pursuant to section 303(a) of the Trade Act, requested consultations with the EU
pursuant to the WTO'’s Understanding on Rules and Procedures Concerning the
Settlement of Disputes (DSU) (60 F.R. 52027). On May 8, 1996, the Dispute Settlement
Body (DSB) of the WTO established a panel in response to the April 11, 1996, panel
request filed jointly and severally by Ecuador, Guatemala, Honduras, Mexico, and the
United States. The first panel meeting took place on Sept. 10-12 and the second panel
meeting took place on Oct. 16-17.

Barriers to Access to the Japanese Market for Consumer Photographic Film and
Paper, petition filed by the Eastman Kodak Company (May 1995), dispute settlement
panel established (Oct. 1996)

On May 18, 1995, the Eastman Kodak Company filed a petition pursuant to section 302(a)
of the Trade Act alleging that certain acts, policies and practices of Japan deny access to
the market for photographic film and paper in Japan and are unjustifiable, unreasonable
and discriminatory and actionable under section 301. On July 2, 1995, the USTR initiated
an investigation with respect to barriers to access to the Japanese market for consumer
photographic film and paper. USTR invited public comment on the matters being
investigated and the determinations to be made under section 304 of the Trade Act and
requested consultations with the Government of Japan (60 F.R. 35447).

On June 13, 1996, the USTR determined, pursuant to section 304(a)(1)(A) of the Trade
Act, that certain acts, policies, and practices of the Government of Japan with respect to
the sale and distribution of consumer photographic materials in Japan are unreasonable
and burden orrestrict U.S. commerce and that these acts should be addressed by: (1)
seeking recourse to the dispute settlement procedures of the WTO to challenge Japanese
Government liberalization countermeasures; (2)(a) requesting consultations with the
Government of Japan under the WTO provision for consultations on restrictive business
practices; (b)(i) requesting that Kodak provide information for submission to the Japan Fair
Trade Commission (JFTC) concerning anticompetitive practices in this sector,(ii) providing
information to the JFTC, (c) seeking to cooperate with the JFTC in its review of evidence
of anticompetitive practices, and (d) studying the extent to which Japan’s market structure
for consumer photographic materials distorts competition in the U.S. and third markets. At
the appropriate time, based on developments in these consultations and proceedings, the
USTR will determine what further action needs to be taken to ensure that the barriers are
eliminated (61 F.R. 30929).

Table continued on next page
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Table 5-1—Continued
Summary of activity on sec. 301 investigations during 1996

Docket No. Summary and actions occurring during course of investigation

Other investigations acted upon in 1996—Continued:
Docket No. 301-99 Continued.

On July 11, 1996, consultations took place and on Sept. 20, 1996, the United States
requested a panel, and the DSB established the panel on October 16, 1996. Pursuant to
section 127(b)(1) of the Uruguay Round Agreements Act (URAA)(19 U.S.C. 3537(b)(1)),
USTR is providing notice that a dispute settlement panel convened under the Agreement
Establishing theWTO at the request of the United States will examine Japanese
government measures affecting the distribution and sale of imported consumer
photographic paper. USTR also invited public comments from the public concerning the
issues raised in the dispute.

Docket No. 301-98 Canadian Communications Practices, petition filed by Country Music Television
(Dec. 1994), agreement signed between Country Music Television and New Country
Network to form a single Canadian country music network (March 1996)

On Dec. 23, 1994, Country Music Television (CMT), filed a petition pursuant to section
302(a) of the Trade Act alleging that acts, policies and practices of the Canadian
Government regarding the authorization for distribution via cable carriage of U.S.-owned
programming services are unreasonable and discriminatory and burden or restrict U.S.
commerce.

On Feb. 6, 1995, USTR initiated an investigation, invited public comment on the matters
being investigated and requested consultations with the Government of Canada (60 F.R.
8101). USTR also requested public comment concerning a proposed determination that
certain acts, policies and practices of Canada with respect to the granting or termination of
authorizations for U.S.-owned programming services to be distributed in Canada via cable
carriage are unreasonable or discriminatory and constitute a burden or restriction on U.S.
commerce.

On Feb. 6, 1996, USTR determined pursuant to section 304(a)(1)(A)(ii) of the Trade Act
that certain acts, policies and practices of the Government of Canada with respect to the
granting or termination of authorization for U.S.-owned programming services to be
distributed in Canada via cable deny market access for such services and are
unreasonable and discriminatory and constitute a burden or restriction on U.S. commerce.
As negotiations to restore CMT’s access were ongoing and Canada had taken no
subsequent action to terminate the authorizations of other U.S.-owned programming
services, USTR determined pursuant to Section 304(a)(a)(B) that the appropriate action at
that time was to direct the Section 301 Committee to recommend the implementation of
appropriate responsive action pursuant to section 301 should market access not be
restored, and to monitor pursuant to section 306. The section 304 determinations were
made and the investigation was terminated Feb. 6, 1996 (61 F.R. 5603).

On March 7, 1996 USTR announced that CMT and the New Country Network had signed
an agreement to form a single Canadian country music network.

Docket No. 301-97 Costa Rica Exportation of Bananas to the EU, self-initiated by USTR (Jan. 1995),
investigation terminated(Jan. 1996) following commitments made by Costa Rica and
USTR officials directed to implement a process to address remaining burden or
restriction on U.S. commerce

On Jan. 9, 1995, USTR self-initiated an investigation under section 302(b)(1)(A) of the
Trade Act to determine whether, as a result of Costa Rica’s implementation of the
Framework agreement, the policies and practices of Costa Rica regarding the exportation
of bananas to the EU are unreasonable and discriminatory and burden or restrict U.S.
commerce.

Table continued on next page
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Docket No. 301-97

Docket No. 301-96

Docket No. 301-92

Continued.

On Jan. 9, 1995, USTR invited public comment on the matters being investigated and
requested consultation with the Government of Costa Rica (60 F.R. 3284-85). On Jan. 10,
1996, USTR determined that the practices under investigation were unreasonable or
discriminatory and burdened or restricted U.S. commerce, and that, because Costa Rica
has not fully addressed all the acts policies, and practices found actionable pursuant to
section 301 (b)(1), the appropriate action at this time was to direct USTR officials to
implement a process aimed at addressing the remaining burden or restriction on U.S.
commerce while monitoring, under section 306, Costa Rica’s commitments made on Jan.
6, 1996, during bilateral consultations, and to terminate the investigations.

Colombia’s Exportation of Bananas to EU, self-initiated by USTR (Jan. 1995), action
terminated(Jan. 1996) following commitments made by Colombia and USTR officials
directed to implement a process to address remaining burden or restriction on U.S.
commerce

On Jan. 9, 1995, USTR self-initiated an investigation under Section 302(b)(1)(A) of the
Trade Act to determine whether, as a result of Colombia’s implementation of the
Framework Agreement, the policies and practices of Colombia regarding the exportation
of bananas to the EU are unreasonable and discriminatory and burden or restrict U.S.
commerce.

On Jan. 9, 1995, USTR invited public comment on the matters being investigated and
requested consultations with the Colombia Government (50 F.R. 3283). On Jan. 10, 1996,
USTR determined that the practices under investigation were unreasonable or
discriminatory and burdened or restricted U.S. commerce, and that, because Colombia
has not fully addressed all the acts, policies, and practices found actionable pursuant to
section 301 (b)(1), the appropriate action at this time is to direct USTR officials to
implement a process aimed at addressing the remaining burden or restriction on U.S.
commerce while monitoring, under section 306, Colombia’s commitments made on Jan. 9,
1996, during bilateral consultations, and to terminate the investigation.

China Intellectual Property Rights, self-initiated by USTR (June 1994), USTR
announces that proposed sanctions would not be imposed, determined to revoke
China’s designation as a “Priority Foreign Country,” and terminated the limitation
on textile and apparel imports to prevent import surges (June 1996)

On June 30, 1994, USTR invited public comment on the matters being investigated and
requested consultations with the Chinese government (59 F.R. 35558).

On Dec. 31, 1994, USTR determined that as complex or complicated issues were involved
in the investigation, requiring additional time, the investigation should be extended to Feb.
4, 1995 (60 F.R. 1829). On the same date, USTR also requested public comment on
proposed determinations on the actionability under section 301 of the practices under
investigations and on appropriate action under section 301 in response to them. A public
hearing was held on January 24-25 to hear views on the proposed action. On Feb. 4,
1995, USTR determined pursuant to section 304(a) that certain acts, policies and
practices of China with respect to its protection of intellectual property rights and the
provision of market access to persons who rely on intellectual property rights protection
was unreasonable and discriminatory and constituted a burden or restriction on U.S.
commerce. USTR also determined that the appropriate action in response was, pursuant
to section 301 (b) and (c), to increase duties to 100 percent ad valorem on certain
products of China entered or withdrawn from warehouse for consumption on or after

Table continued on next page
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Docket No. 301-92 Continued.

Feb. 26, 1995. As a result of a Feb. 25, 1995, agreement reached between the United
States and China on the protection of intellectual property and related market access
issues, USTR terminated the investigation; announced monitoring of the agreement under
section 306 of the Trade Act; terminated the order to impose sanctions on Chinese
products; and revoked China’s designation as a priority foreign country.

On May 15, 1996, based on monitoring carried out under section 306(a), USTR
considered that China was not satisfactorily implementing the Feb. 25, 1995 agreement. In
light of this, USTR proposed to impose prohibitive tariffs on imports of certain products
from China and requested public comment and announced a public hearing to be held on
June 6 and 7, 1996. Additionally, to prevent surges USTR directed the Commissioner of
Customs to limit by date of export entries of certain textile products, over the next 30-day
period, to 15 percent of the 1996 adjusted level for each category of product. On June 12,
1996, USTR extended the directive for an additional 30-day period commencing on June
14, 1996.

On June 17, 1996, USTR announced that, based on the measures that China has taken
and will take in the future to implement key elements of the 1995 Agreement, the proposed
sanctions would not be imposed. In addition, USTR determined to revoke China’s
designation as a “Priority Foreign Country” under section 182 of the Trade Act. USTR
determined that the limitation on textile and apparel imports to prevent import surges
should be terminated and directed the Commissioner of Customs accordingly. USTR will
continue to monitor China’s implementation of the 1995 Agreement (61 F.R. 33147).

Docket No. 301-87 Canada Softwood Lumber, self-initiated by USTR (Oct. 1991), U.S. and Canada enter
into agreement (effective from April 1996)

On October 4, 1991, the USTR self-initiated an investigation under section 302(b)(1)(A) of
the Trade Act with respect to certain acts, policies, and practices of the Government of
Canada affecting exports to the United States of softwood lumber. On Oct. 4, 1991, USTR
invited public comments on the matters being investigated (56 F.R. 50738). Because
expeditious action was required, USTR made these determinations prior to receiving
public comment in accordance with section 304(b)(1). The Administration announced the
following action: (1) intention to self-initiate a countervailing duty investigation of softwood
lumber imports from Canada (which was in fact initiated on Oct. 31, 1991); and (2) until
preliminary results of that investigation are available, interim customs suspension of
liquidation to prevent disruption of the U.S. lumber market as a consequence of the abrupt
termination of the MOU undertaking.

On March 6, 1992, the Department of Commerce issued an affirmative preliminary
determination in the countervailing duty investigation. Consequently, the bond requirement
imposed by the Section 301 investigation was terminated. Meanwhile, Canada challenged
the initiation of the 301 and countervailing duty investigations before the GATT.

On Oct. 19, 1994, USTR terminated Section 301 action and ordered the Customs service
to cease the extension of liquidation in light of the completion of the binational panel
proceedings under the US-Canada Free Trade Agreement (59 F.R. 52846). On May 29,
1996, the United States and Canada entered into an agreement on trade in softwood
lumber, with effect from April 1, 1996. This agreement is intended to provide a satisfactory
resolution to this matter. USTR determined that this agreement will be subject to the
provisions of section 306 of the Trade Act and that USTR will monitor Canadian
compliance with this agreement pursuant to section 306 of the Trade Act and will take
action under section 301(a) if Canada fails to comply with it (61 F.R. 28626).
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Docket No. 301-62 EC Hormones, self-initiated by USTR ( Nov. 1987), increased customs duties
terminated (July 1996) following establishment of WTO dispute settlement panel

On Nov. 25, 1987, the President announced his intention to raise customs duties to a
prohibitive level on as much as $100 million in EC exports to the United States. This
action was in response to the implementation scheduled for Jan. 1, 1988 of the Animal
Hormone Directive. This directive would ban, without valid scientific evidence, imports of
meat produced from animals treated with growth hormones. However, the President said
he would suspend increased duties if EC member states continued to allow such imports
for a 12-month transition period.

On Dec. 24, 1987, on his own motion, the President proclaimed but immediately
suspended increased duties on specified products of the EC (52 F.R. 49131), pending EC
implementation of its Directive. He delegated to USTR authority to modify, suspend or
terminate the increased duties (including terminate the suspension of such increased
duties). The EC implemented its directive on Jan. 1, 1989. In response, USTR terminated
the suspension of the increased duties, effective Jan. 1, 1989, with some modifications (53
F.R. 53115). The United States and the EC agreed on Jan. 12 to allow a grace period for
goods exported, or meat certified for export, prior to Jan. 1, if they entered before Feb. 1
(54 F.R. 3032). On Feb. 18, the US and EC established a task force of high-level
government officials to seek a resolution to the hormones dispute by May 4, 1989. In May,
the task force’s mandate was extended and its work continues.

Effective July 28, 1989, USTR suspended the additional duty on pork hams and shoulders
(54 F.R. 31398), since the EC had enabled non-treated U.S. beef to enter the EC.
Effective Dec. 8, 1989, USTR suspended the application of the increased duty on imports
of certain tomato sauces from the European Community (54 F.R. 50673), and on May 16,
1990, made a technical amendment to the subheadings on tomato sauces (55 F.R.
20376).

On May 20, 1996, based on a request from the United States, the DSB established a
dispute settlement panel to examine whether the Directive is consistent with the EC and
its member states obligations under various WTO Agreements (61 F.R. 33149). As the
United States now had effective multilateral procedures to address the matter of the EC'’s
restrictions on imports of U.S. meat under the Directive, USTR on July 12, 1996,
determined that it was in the interest of the United States to terminate, effective July 15,
1996, the increased duties proclaimed in Proclamation No. 5759 and applied pursuant to
the authority delegated to the USTR in Proclamation No. 5759.

Source: U.S. Trade Representative.

If a request is received, Commerce will calculate the orders were imposed as a result of affirmative
antidumping duties for that year for each entry. Commission and Commerce determinations in 8 of the
13 final investigations on products imported from 7
Commerce and the Commission each conduct different countries. Details of antidumping actions and
preliminary and final antidumping investigations in orders, including suspension agreem@ais, effect in
making their separate determinati@fs.In 1996, the 1995, are presented in tables A-22 and A-23. The
Commission completed 17 preliminary and 13 final following tabulation summarizes the number of
antidumping injury investigatiord.  Antidumping antidumping investigations during 1994-%%:
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Antidumping duty investigations 1994 1995 1996

Petitionsfiled ........... ... ... ... 43 14 20

Preliminary Commission determinations:
Negative ..........cc i 3 1 0
Affirmative gincludes partial affirmatives) . ... 46 13 17
Terminated?® ... . ... ... ... 1 0 0

Final Commerce determinations:
Negative ... 2 2 0
Affirmative ........ ... 33 40 12
Terminated .......... ... ... i 0 0 0
Suspended ......... i 2 1 1

Final Commission determinations:
Negative ...........co i 10 16 3
Affirmative (includes partial affirmatives) . ... 17 24 8
Terminated .......... ... ... ... .. 2 3 1

Source: Compiled by staff of the U.S. International Trade Commission.

Countervai“ng Duty Commission must make an affirmative determination

. . of material injury, threat of material injury, or material
|nV€StI9at|0nS retardation by reason of the subsidized imports.

The United States countervailing duty law is also Two new countervailing duty orders were imposed
set forth in title VII of the Tariff Act of 1930. It in 1996 as a result of investigations involving both
provides for the levying of special additional duties to Commerce and the Commission. In 1996, the
offset foreign subsidies on products imported into the Commission completed 1 preliminary and 2 final
United State3® In general, procedures for such injury investigationg® Details of countervailing duty
investigations are similar to those under the actions and outstanding orders, including suspension
antidumping law. Petitions are filed with Commerce agreemen® in effect in 1996, are presented in tables
(the administering authority) and with the Commission. A-24 and A-25. The following tabulation summarizes
Before a countervailing duty order can be issued, the number of countervailing duty investigations
Commerce must find a countervailable subsidy, and theduring 1994-96*8

Countervailing duty investigations 1994 1995 1996

Petitions filed .......... ... ... . il 7 2 1
Preliminary Commission determinations:
Negative ...t 1 0 0
Affirmative (includes partial affirmatives) . ... 6 2 1
Final Commerce determinations:
Negative ........ .. 0 0 0
Affrmative ........ .. . 1 5 2
Suspended ........ ... 0 0 0
Final Commission determinations:
Negative ..., 0 2 0
Affirmative (includes partial affirmatives) .. .. 1 3 2
Terminated .......... .. .. ... . 0 0 0

Source: Compiled by staff of the U.S. International Trade Commission.
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Reviews Of Outstanding enfprceable US patent,' registered trademark,
registered copyright, or registered mask work, for

Antidumping and which a domestic industry exists or is in the process of
Countervailing Duty Orders being established

Secton 751 f the Taif Actof 1990 (19 USC. [ 11 COMIISSET deermies it o volter,
1675) requires Commerce, if requested, to conduct. ' 9 )

annual reviews of outstanding antidumping and imports from entry into the United States, or can order

countervailing duty orders to determine the amount of T[he violating parties to cease and desist from engaging

any net subsidy or dumping margin and to determine " the unlawful practice®? The President may

compliance with suspension agreements. Section 751d|sapprove a Commission order within 60 days of its

also authorizes Commerce and the Commission, ag>suance for “policy reasons.
appropriate, to review certain  outstanding In 1996, as in previous years, most complaints filed
determinations and agreements after receiving with the Commission under section 337 alleged
information or a petition that shows changed infringement of a U.S. patent by imported

circumstances. In these circumstances, the partymerchandise. The Commission completed a total of 12
seeking revocation or modification of an antidumping investigations under section 337 (including one
or countervailing duty order or suspension agreementenforcement proceeding) in 1996, the same number
has the burden of persuading Commerce and thecompleted in 1995. As in recent years, the section 337
Commission that circumstances have changedcaseload in 1996 was highlighted by investigations
sufficiently to warrant review and revocation. Based involving complex technologies, particularly in the

on either of the reviews above, Commerce may revokecomputer area. Significant among these were
a countervailing duty or antidumping order in whole or computer-related investigations involving various types
in part or terminate or resume a suspendedof integrated circuit devices and processes for
investigation. Neither Commerce nor the Commission producing them, computer hard disk drives, fiber optic
instituted a changed circumstances investigation undermodems, electrical connectors for memory modules,
section 751 in 1996. and logic emulation systems used for designing
computer chips. In addition, several section 337
investigations involved other sophisticated

» technologies, including patents covering global

positioning systems, rare earth magnets used in
electronic  products, chemical adhesives for
repositionable notes, wind turbines for generating
electricity, and diagnostic kits for detecting HIV virus

levels. Two investigations concerned allegations of
trademark infringement and one investigation involved
allegations of copyright infringement. Finally, one

The Uruguay Round Agreements Act amended
section 751 of the Tariff Act of 1930 to require both
Commerce and the Commission to conduct “sunset
reviews of outstanding orders 5 years after their
publication to determine whether revocation of an
order would be likely to lead to continuation or
recurrence of dumping or a countervailable subsidy
and material injurg® Special rules apply to the
conduct of sunset reviews of “transition” orders (orders
in effect on January 1, 1995), the date on which the. S S

. . investigation focused, for the first time, on the alleged
WTO Agreement entered into force with respect to the infringement of registered mask works
United States). Commerce and the Commission are to '
begin conducting reviews of such orders in July 1998,  During 1996, the Commission completed a formal
but no transition order may be revoked as a result ofenforcement proceeding for alleged violations of a
such a review before January 1, 2660. cease and desist order after a settlement between the
private parties, but the Commission referred to the
Department of Justice assertions relating to allegedly
. . . false reports filed with the Commission. The
Sectlon 337 |nV€StlgatI0nS Commission also began another formal enforcement
Section 337 of the Tariff Act of 1930, as amended proceeding regarding alleged violations of a consent

(19 U.S.C. 1337), authorizes the Commission, on the order issued by the Commission in the section 337

basis of a complaint or on its own initiative, to conduct |nve§t|gat|t(_)n tl_nvolvmg rare gag[rt' Tr? gréets. _F”?a”yt;
investigations with respect to certain practices in one nvestigation was remanded to the .ommission by

import trade. Section 337 declares unlawful the tge U.t”;teo' ?ta:r?s goturt c_)f ?ppeals fgr the. Ilzet(_jeral
importation into the United States, the sale for Ircuit for a further determination regarding viofation.

importation, or the sale within the United States after Exclusion orders were issued in four
importation of articles that infringe a valid and investigations. One temporary limited exclusion order
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was also issued. Several investigations were President. The President may not designate certain
terminated by the Commission without determining developed countries and also may not designate
whether section 337 had been violated. Generally, countries thatinter alia discriminate against U.S.
these terminations were based on a settlementgoods or do not afford adequate protection to
agreement or consent order, although two intellectual property rights or afford internationally
investigations were terminated based on the recognized worker rights to their workéds. The
withdrawal of the complaint. At the close of 1996, President also designates the articles that are eligible
there were 13 section 337 investigations pending at thefor duty-free treatment. The President may not
Commission, including a formal enforcement designate articles that are considered by the United
proceeding, a remanded investigation, and an ancillaryStates to be “import sensitive.” Certain articles (for
sanctions proceeding. Commission activities involving example, footwear, textiles, and apparel) are
section 337 actions in 1996 are presented in tabledesignated by statute as “import sensitive” and thus not
A-26. eligible for duty-free treatment under the GSP
As of December 31, 1996, a total of 50 progra.m34 The statute also provides for graduation.of
outstanding exclusion orders based on violations of countries from the program when they become “high
section 337 were in effect. Thirty of these orders NCOMe” countries, and for removal of eligibility of
involved unexpired patents. Table A-27 lists the artlclgg, or articles from certain countries, unQer certain
investigations in which these exclusion orders were conditions. — Each year, the Trade Policy Staff
issued. Committee (TPSC) conducts a review process in which
products can be added to or removed from the GSP
program, or in which a beneficiary’s compliance with

Other |mp0rt the eligibility requirements can be reviewed.
In July 1995, the TPSC began the annual GSP

Adm|n|5trat|0n I—aWS and review for 1995, but suspended it when the program
expired. In August 1996, the TPSC requested the

Programs Commission to provide advice concerning possible

modifications to the GSP for a modified list of the
. articles announced in the TPSC 1995 Annual GSP

Tarlﬁ: Preference Programs ReviewFederal Registenotice. In October 1996, the
TPSC announced its timetable for the 1995 Annual

. GSP Review, modifications in the list of articles for the
Generalized SyStem of Preferences review, the initiation of reviews of countries’ practices
The U.S. Generalized System of Preferences (GSP)to determine whether the countries afford adequate
program authorizes the President to grant duty-freeintellectual property rights protection, the satisfactory
access to the U.S. market for certain products that arecompletion of two country practice reviews, and the
imported from designated developing countries and decision to not solicit petitions or initiate a 1996
territories. The program is authorized by Title V of the Annual GSP Review. Further, in September 1996, the
Trade Act of 1974, as amended (19 U.S.C. 2461 etTPSC requested the Commission’s advice on the
seq.). By offering unilateral tariff preferences, the GSP possible GSP designation of certain articles (in 1,895
program reflects the U.S. commitment to an open of the Harmonized Tariff Schedule of the United States
world trading system and to economic growth. The (HTS) subheadings that are products only of countries
program has three broad goals: (1) to promote designated as least-developed beneficiary developing
economic development in developing and transitioning countries. ~ And, in December 1996, the TPSC
economies through increased trade, rather than foreignannounced the initiation of a 1997 Out-of-Cycle

aid; (2) to reinforce U.S. trade policy objectives by Country Eligibility ~Review inviting petitions

encouraging beneficiaries to open their markets, to concerning country practices under the GSP program.

comply more fully with international trading rules, and The GSP program expired on July 31, 1995, and
to assume greater responsibility for the international was extended retroactively through May 31, 1997, by
trading system; and (3) to help maintain U.S. |egislation (Public Law 104-188) signed by the

international competitiveness, by lowering costs for president on August 20, 1996. The 1996 legislation
U.S. business as well as lowering prices for American gmended the statutory provisions that authorize the

consumers. GSP program in several ways. Specifically, it—
Countries are designated as “beneficiary e Deleted the prohibition on designating as a
developing countries” under the program by the GSP beneficiary member countries of the
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Organization of Petroleum Exporting
Countries;

Changed the basis of the per capita gross

national product threshold for the

mandatory graduation of a country from

the program from the old basis, exceeding
the “applicable limit” calculated under a

formula set forth in the Trade Act of 1974,

to a Presidential determination that the
country has become a “high income”

country, as defined by the official statistics
of the World Bank;

Authorized the President to designate
additional articles as eligible for duty-free
treatment if they are products of a
least-developed beneficiary developing
country;

Prohibited consideration of an article as
eligible for designation for 3 years, if such
article has been formally considered for

designation under GSP but is denied such

designation;

Lowered one of the statutory ceilings of the
program—the so-called “competitive

need” limits—on imports of an eligible

article from a beneficiary country, by

changing the dollar-value limit from a

floating figure derived from a formula to a
set, indexed figuré®

Deleted the lower statutory ceilings
applicable to imports of any eligible article
from a beneficiary country that had
demonstrated a sufficient degree of
competitiveness  (relative to  other
beneficiary developing countries) with
respect to that article;

Changed the date for determining whether
an eligible article is not produced in the
United States from January 3, 1985, to
January 1, 1995; and

Changed thee minimisvalue (a threshold
for waiving certain GSP limits that is based
on total U.S. imports of an article) from a
floating level based on a formula to a
specified, indexed figuré?

In October 1996, the President proclaimed certain
modifications to the GSP resulting from implementing
changes in the GSP legislation and decisions madeduty-free entry, however, are canned tuna, petroleum
during the expiration of the GSP program.
modifications provided for (1) the graduation from the
GSP, effective January 1, 1998, of Aruba, the Caymancountry, and most textiles and apparel.

The

Islands, Cyprus, Greenland, Macau and the
Netherlands Antilles as a result of the presidential
determination that these countries meet the definition
of “high income;” (2) the graduation of Malaysia from
GSP, effective January 1, 1997, because Malaysia had
become sufficiently advanced in  economic
development and had so improved in trade
competitiveness that continued preferential treatment
under the GSP was not warranted; (3) the suspension
of benefits under the GSP for certain articles imported
from Pakistan because of insufficient progress on
affording workers in that country internationally
recognized worker rights; (4) the addition of Angola,
Ethiopia, Madagascar, Zaire and Zambia to the list of
least-developed beneficiary developing countries and
the deletion of Botswana and Western Samoa from
such list; and (5) the granting d& minimiswaivers on
imports for calendar year 1994 and restoration to
preferential treatment of certain eligible articles from
certain beneficiary countries.

There were $16.9 billion in duty-free imports
entered under the GSP program in 189&ccounting
for over 13 percent of total U.S. imports from GSP
beneficiaries and 2 percent of total U.S. imports (table
5-2). Malaysia was the leading GSP beneficiary in
1996, followed by Thailand, Brazil, Indonesia, and the
Philippines (table 5-3). Table A-28 shows the top 20
GSP products or product categories in 1996, and table
A-29 shows the overall sectoral distribution of GSP
benefits.

Caribbean Basin Economic
Recovery Act

Eligible imports from 24 Caribbean Basin
countries entered the United States free of duty or at
reduced duties under the Caribbean Basin Economic
Recovery Act (CBERA) during 1998 CBERA has
been operative since January 1, 1984, and, as amended,
the act currently has no statutory expiration date.
CBERA is the trade-related component of the
Caribbean Basin Initiative (CBff President Reagan
launched CBI in 1982 to promote export-led economic
growth and economic diversification in the countries in
the Caribbean Bast.

A wide range of Caribbean products are eligible for
duty-free entry under CBER#A Excluded from

and petroleum derivatives, certain footwear, some

watches and watch parts, sugar from any “Communist”
Certain
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Table 5-2
U.S. imports for consumption 1 from GSP beneficiaries and the world, 1996

(Million dollars)
All GSP

Iltem beneficiaries World

] = | 124,120 2787,628
GSP eligible products3 ........................................ 29,839 281,460
Duty-free under GSP4 ... .. . . . 16,922 16,922
GSP program exclusion . ..........ooiiiii e 4,565 4,565
Al OtNer . 8,352 259,972
Noneligible product imports .......... ... i 94,281 506,168

1 Customs-value basis.

2 Excludes imports into the U.S. Virgin Islands.

3 Includes imports from all beneficiary countries and from the world that are eligible for duty-free entry under GSP.
For a variety of reasons, all imports from beneficiary countries under HTS provisions that appear to be eligible for
GSP treatment do not always and necessarily receive duty-free entry under the GSP. Such eligible goods may not
actually receive duty-free entry under GSP for any of at least four types of reasons: (1) the importer fails to claim GSP
benefits affirmatively, (2) the goods are from a beneficiary country that has lost GSP benefits on that product for
exceeding the so-called “competitive need” limits (discussed above), (3) the goods are from a beneficiary country that
has lost GSP on that product because of a petition to remove that country from GSP benefits for that product, and (4)
the goods fail to meet the rule-of-origin or direct-shipment requirements in the GSP statute.

4 These data show total imports from all GSP beneficiary countries that actually received duty-free entry under
the GSP.

Source: Compiled from official statistics of the U.S. Department of Commerce.

Table 5-3
U.S. imports for consumption under the GSP from leading beneficiaries, 1 and total, 1996
(Million dollars)
Imports of GSP articles
Total
Rank Beneficiary imports GSP-eligible GSP duty-free 2
1 Malaysia . ... 17,771 7,246 4,064
2 Thailand . ... 11,320 4,203 2,341
3 Brazil ... 8,868 3,247 1,962
4 INdONESIA .. oot 8,078 2,566 1,861
5 Philippines ... 8,173 1,901 1,428
6 India ... ... 6,143 1,447 964
7 Venezuela ............ . 12,329 544 509
8 Republic of South Africa . ............. ... ... ..., 2,306 494 429
9 Argentina............ i 2,189 530 388
10 RUSSIA .« ittt 3,528 487 357
TOP 10 .o 80,704 22,665 14,305
Total .. 124,120 29,839 16,922

1 These import data show total imports from the top 10 beneficiary countries that fall in HTS provisions that are
eligible for duty-free entry under GSP. For a variety of reasons, all imports from beneficiary countries under HTS
provisions that appear to be eligible for GSP do not always and necessarily receive duty-free entry under the GSP.
See footnote 2 in appendix table A-29.

2 These import data show the total imports from the top 10 GSP beneficiary countries that actually received
duty-free entry under the GSP program.

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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agricultural products (including sugar, dairy products, Andean Trade Preference Act
cotton, peanuts, and beef) may receive duty-free entry, Designated imports from Bolivia, Colombia

subject to U.S. quotas andior health reqUIrements'Ecuador, and Peru entered the United States free of

Other re;trictions apply to ethyl alcohol produced from duty under the Andean Trade Preference Act (ATPA)
non-Caribbean feedstock. Handbags, luggage, ﬂatduring 1996!3 ATPA has been operative since

goods (such as wallets, change purses, and eyeglasgecempber 4, 1991, and is scheduled to expire on
cases), work gloves, and leather wearing apparel arepecember 4, 20044 ATPA is the trade-related
not eligible for CBERA duty-free entry; however, component of the Andean Trade Initiative. President
MFN duty levels on qualifying articles were being Bush launched the initiative in 1990 to combat the
reduced by a total of 20 percent beginning January 1,production of illegal narcotics by helping beneficiaries
1992, in five equal annual installments. promote export-oriented industrié.
. . . ATPA benefits were modeled after CBERA, but

Total _U.S. imports from coun_tr_|es designated under with some limits linked to GSP. A wide range of
CBERA in 1996 were $14.5 billion. Imports under Andean products is eligible for duty-free entAf
CBERA preferences were valued at almost $2.8 crpa excludes from duty-free entry the same list of
billion, or 19.1 percent of the total (table 5-4). The giicles excluded under CBERA. Rum also is
leading items afforded duty-free entry under CBERA gaycludedt? As under CBERA, handbags, luggage, flat
in 1996 were raw sugar, leather footwear uppers, goods (such as wallets, change purses, and eyeglass
cigars, and precious-metal jewelry (table A-30). In cases), work gloves, and leather wearing apparel are
1996, 3 countries—the Dominican Republic, Costa not eligible for ATPA duty-free entry; however, MFN
Rica, and Guatemala—accounted for two-thirds of all duties on these articles were being reduced by a total of
U.S. imports under the CBERA preference (table 20 percent beginning January 1, 1992, in five equal

A-31). annual installments.
Table 5-4
U.S. imports for consumption from CBERA countries, 1994-96
ltem 1994 1995 1996
Total imports (1,000 dollars) .. ..........c.. oo 11,200,280 12,550,118 14,544,810
Imports under CBERAL
1,000 dollars ... ....... .. 2,050,158 2,261,407 2,791,055
Percentoftotal .......... ... .. 18.3 18.0 19.1

1 value of imports under CBERA has been reduced by the value of MFN duty-free imports and ineligible items
that were misreported as entering under the program.

Source: Compiled from official statistics of the U.S. Department of Commerce.

Table 5-5
U.S. imports for consumption from Andean countries, 1994-96
ltem 1994 1995 1996
Total imports (1,000 dollars) .. .............. .. 5,879,505 6,968,729 7,867,646
Imports under ATPAL
(1,000 dollars) ..o 683,817 938,789 1,270,054
Percentoftotal ......... ... o i 11.6 13.4 16.1

1 value of imports under ATPA has been reduced by the value of MFN duty-free imports and ineligible items that
were misreported as entering under the program.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Total U.S. imports from the four Andean countries modify, suspend, or terminate import restrictions
totaled almost $7.9 billion in 1996. Imports under because of changed circumstances.
ATPA preferences (shown by country in table A-32) However, section 401(a)(2) of the Uruguay Round
were valued at nearly $1.3 billion, or 16.1 percent of Agreements Act amended subsection (f) of section 22
the total (table 5-5). The leading items afforded to prohibit the imposition of quantitative limitations or
duty-free entry under ATPA in 1996 were fees under section 22 on articles that are the product of
chrysanthemums, standard carnations, anthuriums, and, WTO member. The amendment became effective
orchids; roses; and precious metal jewelry, including with respect to all articles except wheat on the date of
ropes and chains (table A-33). the entry into force of the WTO Agreement (January 1,
1995)49 There were no investigations conducted and
actions in effect under section 22 during 1996.

National Security Import _
Restrictions U.S. Textile and Apparel

Section 232 of the Trade Expansion Act of 1962 Trade Program

authorizes the President, on the basis of a formal  Over the next several years, the structure of U.S.
investigation and report by the Secretary of Commerce, textile and apparel trade will become less restrictive as
to impose restrictions on imports that threaten to a result of the implementation of the Uruguay Round
impair the national security of the United Staftés. Agreement on Textiles and Clothing (ATC). The ATC

Among the most important criteria considered by was negotiated during the Uruguay Round of

Commerce are— multilateral trade negotiations to open up world trade
¢ Requirements of the defense and essential in textiles and apparel by gradually phasing out the
civilian sectors; international Multifiber Arrangement (MFA) system of
e Maximum domestic production capacity; quotas.

¢ Quantity, quality, and availability of imports;

e Impact of foreign competition on the The Uruguay Round Agreement

economic welfare of the essential domestic on Textiles and Clothing

industry; and _ On January 1, 1995, the ATC entered into force as
¢ Other factors relevant to the unique part of the WTO agreements and replaced the MFA,
circumstances of the specific case. which had governed world trade in these goods since

The President has 90 days to decide on appropriatel974. Under the ATC, textiles and apparel will be
action after receipt of the Secretary's findings. The 9gradually “integrated” into the GATT regime; that is,
section 232 authority to adjust imports has been usedthe sector will be brought under GATT discipline and
sparingly in the past. It has most notably been subject to the same rules as goods of other sectors. As
employed in connection with the imposition of quotas, WTO countries integrate their textile and apparel trade
fees, or economic sanctions on imports of petroleum into the GATT regime, they are obligated to eliminate
products. The U.S. Commerce Department did not quotas on imports of textiles and apparel from WTO

initiate a section 232 investigation during 1996. countries, and they cannot establish new quotas on the
integrated items other than as provided under normal
GATT rules.

Agricultural Adjustment Act Under the ATC, the integration process will occur

over a 10-year transition period in three stages ending

Under section 22 of the Agricultural Adjustment on January 1, 2005. The first stage began on January
Act (7 U.S.C. 624), the President may take action in 1, 1995, when WTO countries were obligated to
the form of an import fee or quantitative limitation to integrate into the GATT regime at least 16 percent of
restrict imports that render, or tend to render, their sector trade, based on 1990 import volume, and to
ineffective or materially interfere with the operation of increase the annual growth rates for quotas still in
any U.S. Department of Agriculture (USDA) program. place with major suppliers by 16 percéft. The
The President acts on the basis of an investigation andsecond stage begins in 1998, when at least another 17
report by the Commission, although he may take percent of the trade is to be integrated, followed by at
emergency action pending receipt of that report. least an additional 18 percent in 2002. The remainder
Following advice of the Secretary of Agriculture and of the trade is to be integrated at the end of the 10-year
the investigation of the USITC, the President may period.
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All WTO countries are subject to the disciplines of WTO member. The other call resulted in a quota
the ATC, and only WTO countries are eligible for the imposed under section 204 of the Agricultural Act of
ATC'’s benefits. The Textiles Monitoring Body (TMB), 1956 of 406,469 dozen on imports of men’s and boys’
also created during the Uruguay Round, supervises thecotton and manmade-fiber woven shirts from
implementation of the ATC's provisions. The ATC Ukraine—a non-WTO member. These 2 calls were
recognizes that some importing countries may need adown significantly from the 28 calls the United States
special mechanism for avoiding serious damage toinitiated during 19952 Two of the 1995 calls were
their domestic textile and apparel industries during the challenged by the exporting countries during 1996.
transition period. During the 10 years that the ATC is Costa Rica challenged the U.S. call on cotton and
in force, WTO countries may limit imports of textiles manmade-fiber underwear, requesting a review of the
or apparel by applying a “transitional safeguard,” or call by the WTO’s TMB. India challenged the U.S.
quota. The safeguard may be applied only to productscall on woven wool shirts and blouses and also
that are not subject to quotas in the importing country requested a review by the TMB.

and not yet inte_gr_ated into the GATT regime. _The Both cases were ultimately reviewed by the WTO
quota may remain in P'ace for up to 3 years or until the dispute settlement panel which, in October 1996, ruled
product is integrated into the GATT. that the United States should remove the import quota
it had placed on cotton and manmade-fiber underwear
U.S. Actions in 1996 from Costa Rica because it failed to demonstrate that

the U.S. industry had suffered or was threatened with

The United States currently has textile and apparel gorious injury caused by those impdds.The panel
quotas with 47 countries, 38 of which are subject to the questioned how the underwear imports from Costa

terms of the ATC (table 5-6). These 38 countries pica alone could cause or threaten injury to the U.S.
supplied 57 percent of the total value of sector 'mportsindustry when the United States had granted large
in 1996. Bulgaria, Haiti, Qatar, and the United Arab a5 for imports of this underwear from five other
Emirates became members of the WTO in 1996, atgpnjier4 In its finding, the panel reported that “the

which times the quotas with these countries becames,t that the U.S. underwear industry was able to

governed Dby the provisions of the ATC. Eight ,ccent and withstand such a huge inroad of products
non-WTO countries were subject t0 U.S. quotas iN f4m the five other exporting members suggests that

1996 and supplied 18 percent of sector IMpOrts. yhare was no serious damage to the industry in the first
Another 9 percent of the imports came from Mexico, a place.5

WTO member whose textile and apparel shipments to

the United States are governed by NAFTA. In the case of India, the WTO dispute settlement
panel ruled that the United States failed to demonstrate

that its domestic industry was suffering serious damage
or the threat of serious damage when it imposed import
quotas on woven wool shirts and blouses from India in
April 199526 This finding overturned earlier findings

The integration of textiles and apparel into the
GATT regime during the past 2 years has had limited
implications for the U.S. textile and apparel sector.
The Committee for the Implementation of Textile

Agreements (CITA), a U.S. interagency group charged by the TMB, which had found in September 1995 that

with |mpltem§nft|ng d z_antd etljform?%h US. " textll_ti the United States had demonstrated that the increase in
agreements, deterred integration o1 the most Sensitivey, imported shirts and blouses from India had caused
products until the end of the 10-year transition

) ; actual threat of serious damage to the domestic
51
perlod. Nong of th.e products integrated by the industry. Trade sources report that the TMB is likely
United States in the first stage was under quota. In

. . to tighten its requirements of proof of damage as a
add|t|on,_the effect“ of the quota 9r°,,WtT‘ acc_eler_atlon result of the WTO’s dispute settlement panel’s findings
(automatic quota “growth-on-growth” liberalization) in both of these cas&é.
provisions of the ATC was small during 1996 and was
expected to remain small in the early phases of the
transition period.

The United States initiated only two Other Trade Agreements

calls—requests for consultations with foreign The United States currently maintains quotas on
supplying countries for the purpose of establishing textile and apparel imports from eight non-WTO
guotas—in 1996; of which only one was a safeguard countries under section 204 of the Agricultural Act of
action taken under the ATC. The latter was an import 1956 (table 5-6). During 1996, memorandums of
quota, established under the ATC, of 209,563 dozenunderstanding (MOUs) were established with the
cotton and manmade-fiber skirts from El Salvador—a Former Yugoslav Republic of Macedonia and Russia.
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Table 5-6
Countries with which the United States has textile and apparel quotas, as of February 1, 1997, and
U.S. imports of textiles and apparel from these countries in 1996

(Million dollars)
Country Imports
WTO members subject to the ATC
BaNrain o 63
Bangladesh . . ... 1,091
BrazZIl . o 170
BUIgarial ... 42
BUrma (Myanmar) . ... ... e 77
COlOMIDIa .« e 302
(015 = T = o 651
CzeCh REPUDIIC ... 36
Dominican RepUDIiC ... .. e 1,638
0 0 288
El Salvador . ... 676
Bl e 48
GUALEMAlA . ..ot 734
HONAUIAS . .o e e e 1,105
HONG KONG . . 3,734
HUNGAY . . 59
NI . e 1,617
INONESIA ..ottt 1,375
JAMAICA . . oo 463
KBy A . 26
KU It . 5
MaCAU . . . 698
1= 1 Y - 655
= U0 L0 155
PaKiS AN . 939
PRIl DPINES .. 1,577
POlaNd . .o 52
Qatary . 70
SoUth KOrBa ... 1,907
ROMaANIA . . 63
SINGAPOTE . . oottt 309
SlovaK REPUDIIC . .o 23
S LaANKA . ..o 1,042
Thailand ... 1,288
TUTK Y ..ttt et e e 689
United Arab Emiratesy ... ... . . 210
L 0T U = 13
Non-WTO members subject to section 204 of the Agricultural Act of 1956
CNINA o 4,573
Former Yugoslav Republic of Macedonia ............ . i 54
LB0S ot 9
N EPal . .o 97
MM .« e e 106
RUSSIA ottt 85
TAIWAN . .o 2,531
UKEN .o e 59

WTO member subject to the North American Free-Trade Agreement
MEXICO . oottt e e e 3,871

1 Country acceded to the WTO during 1996.
Source: U.S. Department of Commerce, International Trade Administration, Office of Textiles and Apparel.
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China $19 million in charges against China’s textile import

uota allowances that the U.S. imposed in September
The United States and China reached agreement 0@99659 P P

a new 4-year bilateral pact on textiles and apparel trade _ ) )

in February 1997. The agreement replaces the bilateral ~ 1ransshipment of textiles and apparel through third
textiles agreement, which expired on Jan. 31 1997.countries, especially China, to evade quotas continued
The new pact extends U.S. import quotas on textiles 0 e a concem for the United States in 1996. The
and apparel from China and cuts quotas in productUnited States charged China’s quotas on certain
areas where China had made repeated transshipmerfiPParel items, sewing thread, and certain towels for
violations. The agreement also establishes market”"?‘r!SShégmems and misclassification totaling $19

access for U.S. textile and apparel exports to China formillion.> The U.S. Customs Service continued to

the first time. The portion of the agreement covering conduct other investigations of transshipments  of
U.S. import quotas entered into effect on February 1, text|les_ and apparel pr.oduced in China and exported to
1997. The market access portion of the agreementthe United States during 1996.

covering U.S. exports to China, is scheduled to take

effect on January 1, 1998. NAETA

Regarding market access, China agreed to cut Under NAFTA. which entered
tariffs, which exceed 50 perceatl valorem in some January 1 1994'
cat_egorles, and to bind these tariffs at Iqwer ra_‘tes‘immediately eliminate quotas on textile and apparel
China also pledged to ensure that nontariff barriers,

h i i ) d oth s d imports from Mexico that meet NAFTA rules of
such as import licensing and other arrangements, 0origin.61 For imports that do not meet the origin rules,

pot prevent U.S. exporters from benefiting from U.S. quotas will be phased out by 2004. NAFTA
improved market access. provides for tariff preference levels (TPLs) that allow
Regarding U.S. textile import quotas on Chinese limited amounts of textile and apparel imports from
goods, the agreement addressed U.S. concerns abowanada and Mexico that do not meet NAFTA origin
illegal transshipment of textiles and apparel. The rules to enter at preferential duty rates under
agreement cut China’s quota levels in 14 product areasNAFTA.62 With the exception of the TPL on wool
of U.S. imports which had been subject to illegal apparel from Canada, the TPLs are under-utilized. In
overshipment or transshipment practices. The recent years, Canada has essentially filled its wool
agreement continues the enforcement mechanism ofapparel TPL with men’s and boys’ suits, suit-type
the 1994 agreement, including the possibility to apply jackets, and trousers. From 1988 to 1995, U.S. imports
“triple charge” quotas against repeated violations. The of the suits from Canada rose from 100,000 units to 1.1
agreement also improves the bilateral consultation million, raising concern among U.S. suit and tailored
process by enhancing shipment tracking through anclothing producer§3
“electronic visa” system, and cc_mtgins provisions on In a separate issue, U.S. textile and apparel
the separate treatment of textile import quotas for j sty officials asked that the President authorize

Hong Kong and Macau after reversion of the territories temporary duty-free entry for suits and suit-type

to China. The agreement cut China’s overall access tojackets from Mexico if they contain nonoriginating

the U.S. market by 2.6 percent at the category Ievel'interlinings§4 A provision of NAFTA, HTS heading

The pact allows average annual import grovvth of 1 t_O 3 9802.00.90 provides for duty- and quota-free entry for
percent for U.S. textile imports from China, depending apparel and other textile goods assembled in Mexico
on product category. from fabric wholly made and cut in the United States
The United States penalized China three times for (production sharing§® A recent loss of domestic
violations of the now-expired 1994 agreement. Most supply of certain interlining fabrics used in the
recently, triple charges were levied against China’s assembly of these suits and suit-type jackets in Mexico
import quotas in September 1996 after illegal has precluded U.S. firms from importing the garments
transshipments of textile products to the United States.under the provision. Consequently, members of the
The charges were applied in response to shipments tdJ.S. textile and apparel industry are requesting
the United States of products made in China but temporary quota- and duty-free entry to allow domestic
re-labeled in and transshipped through Mongolia, firms time to develop and test the interlining fabrics.
Turkey, Hong Kong, Fiji and other locations to avoid Section 201 (b)(1)(A) of the NAFTA Implementation
U.S. import quota limits on products of China. The Act (19 U.S.C. 3331(b)(1)(A)) authorizes the President
Chinese Government denied the U.S. finding of to proclaim such modifications of any duty as the
transshipment. The 1997 bilateral agreement retainsPresident determines to be necessary to maintain the

into force on
the United States agreed to

149



general level of reciprocal and mutually advantageous The growth in Caribbean Basin shipments since then
concessions with respect to Canada or Mexico has lagged behind that of Mexico. In 1994, the growth
provided for by NAFTA, subject to the consultation rate slowed to 15 percent for Caribbean Basin
and layover requirements of section 103(a) of the countries but accelerated to 31 percent for Mexico. In
NAFTA Implementation Act (19 U.S.C. 3313 (a)). 1995, the volume of Caribbean Basin imports resumed
Currently, the President has submitted his proposal fora strong upward trend, rising by 22 percent; however,
change and the advice reports to the Congress, whichMexico’s shipments rose by 59 percent. The
has 60 days to react to the President’s proposal. 22-percent growth in Caribbean Basin imports in 1995
has been attributed to optimism by the U.S. apparel
industry that imports from the Caribbean Basin
U.S. Trade in 1996 countries would be granted NAFTA parity (i.e., the
same reduced tariffs available to imports from Mexico
U.S. imports of MFA products in 1996 rose by 4 ynder NAFTA). The significant slowdown in growth
percent over the 1995 level to a record 19.1 billion jn 1996 Caribbean Basin imports reflects U.S.
square meter equivalents (SMEs) valued at $46 billion industry’s concerns and uncertainty over the prospects
(figure 5-1). The increase marked a continuation of a of passage of any type of legislation which would grant
slowdown in the growth of imports, which rose by only NAFTA parity to Caribbean Basin countries. Industry
6 percent in 1995 and by 9 percent in 1994. The gainsources reported in 1996 that although U.S. producers
in 1996 imports was fairly evenly divided between continue to utilize existing production sharing
imports of apparel, which rose by 5 percent to 9.7 gperations in the Caribbean Basin (in order to diversify
billion SMEs valued at $36.4 bi”iom, and importS of their Sources), new investment or expansion of
textiles, which rose by 4 percent to 9.4 billion SMEs production sharing facilities continued to increase in
valued at $9.5 billion. Mexico. In fact, U.S. industry officials claimed that
The Caribbean Basin countries, Canada, and NAFTA has led to a measurable diversion of trade and
especially Mexico accounted for virtually all of the investment from Caribbean Basin countries to
increase in sector imports in 1996. These countriesMexico®8  Eligible imported garments from Mexico
benefit from preferential access to the U.S. market €nter quota- and duty-free under NAFTA-authorized
under U.S. trade agreement programs—Caribbeanheading 9802.00.90 of the HTS. Comparable apparel
Basin countries under CBERA, discussed above inimports from Caribbean Basin countries are still
more detail, and Canada and Mexico under NAFTA. Subject to duty on the value added offstftte.The
Sector imports from Mexico escalated in 1996, rising devaluation of the Mexican peso during December
by 42 percent to 2.2 billion SMEs valued at $4.2 1994-January 1995 further affected the competitive
billion, enabling Mexico to surpass China to become balance between Mexico and Caribbean Basin
the single largest country supplier of textiles and countries by effectively reducing dollar prices of
apparel.  Sector imports from Caribbean Basin Mexican goods in the U.S. market.
countries rose by a much slower 10 percent to 2.4
billion SMEs valued at $6.1 billion in 1996. The
vast majority of the imports from both Mexico and the
Caribbean Basin countries consisted of garments
assembled from U.S. components and entered unde
production sharing provisio®d.  The use of
production sharing operations by U.S. apparel
companies has grown rapidly in recent years as U.S.
producers, faced with a highly competitive retall
environment, expand their use of offshore assembly
operations in Caribbean Basin countries and Mexico to
cut costs.

U.S. imports of textiles and apparel from China
and two of the traditional Big Three Asian suppliers to
the United States—Hong Kong and Korea—continued
to decline in 1996, when these countries, together with
[I'aiwan, accounted for 23.4 percent of total sector
trade, compared with 38.5 percent in 1991 (figure 5-1).
Sector imports from China fell by 7 percent in 1996 to
1.6 billion SMEs; while the value of these imports rose
by 2 percent to almost $4.9 billion. The decline in the
quantity of imports from China partly reflected tight
U.S. import quotas. The bilateral agreement with
China provided for 1-percent quota growth in 1996 and

The pattern of sector competition between the adjustments related to transshipment charges cut the
Caribbean Basin countries and Mexico has changedactual quota available for 1996. Sector imports from
since the implementation of NAFTA on January 1, Hong Kong dropped by 9 percent during 1996 to 892
1994. In the 4 years before NAFTA, U.S. imports of million SMEs valued at $4.0 billion; these imports
MFA-covered textiles and apparel in volume terms from Korea declined by 9 percent to 729.6 SMEs
rose at an average annual rate of 18 percent forvalued at $2.0 billion; while those from Taiwan rose by
Caribbean Basin countries and 15 percent for Mexico. 3 percent to 1.2 billion SMEs valued at $2.7 billion.
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Figure 5-1
U.S. imports of textiles and apparel covered by the MFA, by major suppliers, 1991 and 1996

China
13.5%

Mexico

4.4% Big Three

25.0%

OECD
16.0%
Other
9.9%
11.7%
Other Asia
11.1%
1991: Total 12.8 billion square meter equivalents
China
8.6%
Big Three
14.8%
Mexico
11.6%
Other
8.1%
OECD CBI
17.8% ~———/ 12.5%

Other Asia
15.2%

1996: Total 19.1 billion square meter equivalents

Note.—The Big Three refers to Hong Kong, Korea, and Taiwan. Other Asia consists of Bangladesh, India, Pakistan, Sri
Lanka, and Macau. In addition, OECD does not include Mexico, a member country.

Source: Compiled from official statistics of the U.S. Department of Commerce.
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Although restricted to some extent by quotas, the Big considered the product of the country in which the
Three were largely affected by continued rising cutting occurred. The new rules assign origin to the
operating costs, labor shortages, and growing country of assembly. For home furnishing textiles like
competition from lower-cost countries. sheets and pillow cases, the old rules generally

US. textle and apparel imports from the conferred origir) in the count.ry in which the goods
Association of Southeast Asian Nations (ASEAN) Were cut to size from fabric rolls, hemmed, and
remained relatively stable in 1996. U.S. textile and Otherwise sewn. The new rules confer origin in the
apparel imports from the Philippines grew by only 2 country_ in which the fabric is woven. For fabrlc_s
percent in 1996, while those from Indonesia grew by WOVen in one country and dyed, printed, and otherwise
12 percent. Sector imports from Thailand, Malaysia, f|n_|s_heq in another, the old rules_ g_engrally conferred
and Singapore all declined in 1996. Imports from the Origin in the country where the finishing took place,
“other Asia” countries, led by India and Pakistan, grew Whereas the new rules confer origin in the country in
by 9 percent in quantity terms in 1996, the value by 6 Which the weaving takes place.

percent. The value of these imports, however, grew by Numerous disputes with U.S. trading partners have

a much slower 4 percent. Since 1991, other Asia’s gyolved concerning these new rules. For example,
share of world textile and apparel imports grew from European producers which import fabric from such

11.1 percent to 15.2 percent in 1996. countries as China, India, and Pakistan, and process the
fabric by bleaching, dyeing, or printing as well as
New Rules of Origin for Textiles cutting and sewing _such products as silk scarves,
| draperies, and bed linens in Europe, can no longer
and Appare benefit from an  European Union (EU)

On July 1, 1996, the United States implemented country-of-origin label. Under the new rules, these
new rules of origin for imports of textiles and apparel producers must label their products according to where
as provided for by section 334 of the URAA. The the fabric is woven. In addition, the EU producers may
change in origin rules affects country-of-origin have to obtain quotas and visas from the
determinations for U.S. imports of products that are fabric-producing countries before they can export the
subject to manufacturing and processing operations in,products to the United States if their products are
or contain components from, more than one country. covered by U.S. quotas. The EU has threatened to take
Under the old rules, textile products (especially the United States to the WTO if legislation to correct
apparel) assembled in one country from parts cut fromthis is not introduced in the U.S. Congress by April 4,
fabric made in another country generally were 1997.
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ENDNOTES

119 U.S.C. 2251 et seq.
219 U.S.C. 2436.

319 U.S.C. 3351 et seq.
419 U.S.C. 2271 et seq.

5 Under the global safeguard law, the
Commission conducts investigations to determine
whether an article is being imported into the United
States in such increased quantities as to be a
substantial cause of serious injury, or the threat
thereof, to the domestic industry producing an article
like or directly competitive with the imported article.
19 U.S.C. 2252(b)(1)(A). If the Commission makes
an affirmative determination, it is to recommend to
the President the action that would address the
serious injury, or threat thereof, to the domestic
industry and be most effective in facilitating the
efforts of the domestic industry to make a positive
adjustment to import competition. 19 U.S.C.
2252(e)(1).

6 Under the NAFTA bilateral safeguard law, the
Commission conducts investigations to determine
whether, as a result of the reduction or elimination of
a duty provided for under NAFTA, a Canadian or
Mexican article is being imported into the United
States in such increased quantities (in absolute
terms) and under such conditions so that imports of
the article, alone, constitute a substantial cause of
serious injury, or (except in the case of Canada) the
threat of serious injury, to the domestic industry
producing an article that is like, or directly
competitive with, the imported article. 19 U.S.C.
3352(b). If the Commission makes an affirmative
determination, the Commission recommends to the
President the relief that is necessary to prevent or
remedy the serious injury. 19 U.S.C. 3353(b).

7 Inv. Nos. TA-201-65 and NAFTA 302-1, Broom
Corn Brooms, USITC publication 2984, Aug. 1996.

8 U.S. Department of State telegram, “Presidential
Safeguard Actions on Broom Corn Brooms,”
message reference no. 184686, prepared by U.S.
Department of State, Sept. 6, 1996. On Jan. 14,
1997, Mexico filed a request for the establishment of
a panel under NAFTA chapter 20. NAFTA dispute
settlement mechanisms are described in ch. 3.

9 U.S. Department of State telegram, “Presidential
Safeguard Actions on Broom Corn Brooms,”
message reference no. 184686, prepared by U.S.
Department of State, Sept. 6, 1996.

10 see Presidential Proclamation 6961 of Nov.
28, 1996, 61 F.R. 64431 and accompanying
Presidential memorandum of the same date at 61
F.R. 64439.

11 Jnv. No. TA-201-66, Fresh Tomatoes and Bell
Peppers, USITC publication 2985, Aug. 1996.

12 sec. 250 of the Trade Act of 1974 (19 U.S.C.
2331), as added by sec. 502 of the NAFTA
Implementation Act.

13 Sections 251 through 264 of the TAA.

14 Derived from official statistics of the U.S.
Department of Labor, Employment and Training
Administration, Office of Trade Adjustment
Assistance, Management Information System.

15 Ibid.

16 During FY 1996, 63,944 workers filed for TRA
and 29,607 workers received at least their first
payment.

17 Information contained in this table was
compiled from USTR, Report to Congress on Section
301 Developments Required by Section 309(a)(3) of
the Trade Act of 1974.

18 19 U.S.C. 1673 et seq.
1919 U.S.C. 1677b; 19 CFR part 353, subpart D.

20 Upon the filing of a petition, the Commission
has 45 days to make a preliminary determination of
whether there is a reasonable indication of material
injury or threat of material injury to an industry or of
a material retardation of the establishment of an
industry. If this determination is affirmative,
Commerce continues its investigation and makes
preliminary and final determinations concerning
whether the imported article is being, or is likely to
be, sold at LTFV. If Commerce reaches a final
affirmative dumping determination, the Commission
has 45 days thereafter to make its final injury
determination. If the Commission’s preliminary
determination is negative, by contrast, both the
Commission and Commerce terminate further
investigation.

21 The figures set forth in this section do not
include court-remanded investigations on which new
votes were taken or investigations terminated before
a determination was reached.

22 An antidumping investigation may be
suspended through an agreement before a final
determination by the U.S. Department of Commerce.
An investigation may be suspended if exporters
accounting for substantially all of the imports of the
merchandise under investigation agree either to
eliminate the dumping or to cease exports of the
merchandise to the United States within 6 months.
In extraordinary circumstances, an investigation may
be suspended if exporters agree to revise prices to
completely eliminate the injurious effect of the
imports. A suspended investigation is reinstituted
should LTFV sales recur. See 19 U.S.C. 1673c.

23 When a petition alleges dumping (or subsidies)
with respect to more than one like product and/or by
more than one country, separate investigations
generally are instituted for imports of each product
from each country and each such investigation may
be given a separate number. For this reason, the
numbers of investigations instituted and
determinations made may exceed the number of
petitions filed. Moreover, an investigation based on a
petition filed in 1 calendar year may not be
completed until the next year. Thus, the number of
petitions filed may not correspond closely to the
number of determinations made. Additionally, the
numbers set forth in this tabulation do not include
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determinations made following court-ordered
remands.

24 These figures include petitions withdrawn
voluntarily by petitioners.

25 A subsidy is defined as a bounty or grant
bestowed directly or indirectly by any country,
dependency, colony, province, or other political
subdivision on the manufacture, production, or export
of products. 19 U.S.C. 1677(5), and 1677-1(a).

26 The figures set forth in this section do not
include court-remanded cases on which new votes
were taken or investigations terminated before a
determination was reached.

27 A countervailing duty investigation may be
suspended through an agreement before a final
determination by Commerce if—(1) the subsidizing
country, or exporters accounting for substantially all
of the imports of the merchandise under
investigation, agree to eliminate the subsidy, to
completely offset the net subsidy, or to cease exports
of the merchandise to the United States within 6
months; or (2) extraordinary circumstances are
present and the government or exporters described
above agree to completely eliminate the injurious
effect of the imports of the merchandise under
investigation. A suspended investigation is
reinstituted if subsidization recurs. 19 U.S.C. 1671c.

28 Because a petition will sometimes name more
than one product and/or country, and because each
product and country named is designated as a
separate investigation when proceedings are formally
instituted, the number of investigations instituted and
determinations made generally exceeds the number
of petitions filed.

29 19 U.S.C. 1675(c).
30 19 U.S.C. 1675(c)(6).

31 Also unlawful under section 337 are other
unfair methods of competition and unfair acts in the
importation of articles into the United States, or in
the sale of imported articles, the threat or effect of
which is to destroy or substantially injure a domestic
industry, to prevent the establishment of an industry,
or to restrain or monopolize trade and commerce in
the United States. Examples of other unfair acts are
misappropriation of trade secrets, common law
trademark infringement, misappropriation of trade
dress, false advertising, and false designation of
origin. Unfair practices that involve the importation of
dumped or subsidized merchandise must be pursued
under antidumping or countervailing duty provisions
and not under section 337.

32 section 337 proceedings at the Commission
are conducted before an administrative law judge in
accordance with the Administrative Procedure Act, 5
U.S.C. 551 et seq. The administrative law judge
conducts an evidentiary hearing and makes an initial
determination, which is transmitted to the
Commission. The Commission may adopt the
determination by deciding not to review it, or it may
choose to review it. If the Commission finds a
violation, it must determine the appropriate remedy,
the amount of any bond to be collected while its
determination is under review by the President, and
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whether public interest considerations preclude the
issuance of a remedy.

3319 U.S.C. 2462(b).
3419 U.S.C. 2463.

35 “[A]n amount which bears the same ratio to
$25,000,000 as the gross national product of the
United States for the preceding calendar year (as
determined by the Department of Commerce) bears
to the gross national product of the United States for
calendar year 1974” (which in 1995 was
approximately $122 million) to a dollar value for
calendar year 1996 of $75,000,000 and for each
calendar year thereafter, an amount equal to the
applicable amount in effect for the preceding
calendar year plus $5,000,000.

36 “[A]n amount which bears the same ratio to
$5,000,000 as the gross national product of the
United States for that calendar year (as determined
by the Department of Commerce) bears to the gross
national product of the United States for calendar
year 1979” (which in 1995 was approximately $14
million) to a value for calendar year of $13,000,000
and for each calendar year thereafter, an amount
equal to the applicable amount in effect for the
preceding calendar year plus $500,000.

37 As discussed above, the U.S. GSP program
expired on July 31, 1995, and was extended
retroactively through May 31, 1997 by legislation
signed by the President on Aug. 20, 1996. Because
of the lapse of GSP benefits, articles otherwise
eligible for GSP duty-free entry were subject to
ordinary MFN duties during the period of GSP lapse
unless another valid preferential tariff benefit, such as
that provided by the Caribbean Basin Economic
Recovery Act or the Andean Trade Preference Act
(discussed below), was claimed and accorded.
Duties paid on articles otherwise eligible for GSP
duty-free entry during the period of GSP lapse were
eligible to be refunded once the program again
became operative. Procedures for such refunds
were announced in U.S. Customs Service,
“Procedures If the Generalized System of
Preferences Program Expires,” 60 F.R. 35103.

38 The 24 countries designated for CBERA
benefits are listed in table A-33.

39 public Law 98-67, title Il, 97 Stat. 384, 19
U.S.C. 2701 et seq. Relatively minor amendments
were made to CBERA by Public Laws 98-573,
99-514, 99-570, and 100-418. CBERA was
significantly expanded by the Caribbean Basin
Economic Recovery Expansion Act of 1990, Public
Law 101-382, title Il, 104 Stat. 629, 19 U.S.C. 2101
note.

40 For a more detailed description of the CBERA,
including country and product eligibility, see USITC,
Caribbean Basin Economic Recovery Act: Impact on
U.S. Industries and Consumers, Eleventh Report,
1996, USITC publication 2994, Sept. 1996.

41 president, “Address Before the Permanent
Council of the Organization of American States,”
Weekly Compilation of Presidential Documents, Mar.
1, 1982, pp. 217-223.

42 Section 213(a) of CBERA (19 U.S.C. 2703(a))
establishes criteria, or rules of origin, to determine
which articles are eligible for duty-free treatment
under the act.



43 For a more detailed description of the ATPA,
including country and product eligibility, see USITC,
Andean Trade Preference Act: Impact on U.S.
Industries and Consumers and on Drug Crop
Eradication and Crop Substitution, Third Report,
1996, USITC publication 2995, Sept. 1996.

4419 U.S.C. 3202.

45 president, “Remarks Following Discussions
With President Rodrigo Borja Cevallos of Ecuador,”
Weekly Compilation of Presidential Documents, July
23, 1990, pp. 1140-1143.

46 Section 204(a) of ATPA (19 U.S.C. 3203(a))
establishes rules of origin to determine which articles
are eligible for duty-free treatment under the Act.

47 ATPA sec. 204(b), 19 U.S.C. 3203(b).
48 19 U.S.C. 1862.

49 With the exception of the tariff-rate quotas in
effect on wheat, all section 22 fees and quantitative
limitations on agricultural products were converted to
bound tariffs (tariffs may not be raised above a
bound level without compensating affected parties)
under a process known as “tariffication.” The special
tariff-rate quotas on wheat were allowed to expire in
September 1995.

50 The acceleration of quota growth rates is
based on the rates specified in the bilateral MFA
agreements in place on Dec. 31, 1994. At that time,
the annual quota growth rates with major WTO
suppliers such as Hong Kong and Korea were less
than 3 percent, and those with most other, smaller
WTO suppliers were less than 7 percent. In the
second and third stages of GATT integration, quota
growth for major suppliers is to be increased by
another 25 and 27 percent, respectively. For small
suppliers (those accounting for 1.2 percent or less of
an importing country’s total quotas as of Dec. 31,
1991), quota growth is to be advanced by one stage,
that is, growth rates are to be increased by 25
percent in the first stage and by another 27 percent
in both the second and third stages. For more
information on the ATC’s integration process, see
USITC, The Year in Trade 1995, Operation of the
Trade Agreements Program 47th Report, USITC
publication 2971, Aug. 1996, pp. 81-84.

51 pid., p. 82.

52 Citing changing U.S. market conditions, CITA
rescinded 15 of the 28 calls made in 1995. All of
the calls rescinded were made with WTO members.

53 Costa Rica initiated formal WTO dispute
settlement procedures when the WTQO's Textile
Monitoring Body (TMB) was unable to reach a
conclusion as to whether the United States
demonstrated a threat of serious damage. The TMB
had already concluded that the United States had
failed to show serious damage.

54 The United States granted quotas to Colombia,
El Salvador, the Dominican Republic, and Turkey,
which together totaled 170,305,774 dozen units and
amounted to an increase of 478 percent over
then-current import levels. Imports from Costa Rica
totaled 14,423,178 dozen units and amounted to an
increase of 22 percent over then-current levels.

55 WTO, “WTO Panel Report on Costa Rica
Underwear,” VII. Findings.

56 Following a significant drop in U.S. imports of
the woven wool shirts from India, CITA withdrew the
restraint or quota on Dec. 4, 1996.

57 See, for example, Frances Williams, “U.S.
Loses WTO Textiles Cases,” Financial Times, Jan. 7,
1997, p. 6.

58 USTR, “U.S. and China Reach Four-Year
Textile Trade Agreement—U.S. Gains Market Access
in China and Targets Areas of Transshipment
Violations for Cutbacks,” press release 97-07, Feb. 2,
1997.

59 Under the 1994 agreement, the United States
applied over $80 million in charges against China for
violations of the textiles agreement. For a summary
of the textile dispute with China, see ch. 4.

60 Committee for the Implementation of Textile
Agreements, “New Transshipment and
Misclassification Charges for Certain Cotton,
Man-Made Fiber, Silk Blend and Other Vegetable
Fiber Textiles and Textile Products Produced or
Manufactured In the People’s Republic of China,” 61
F.R., 47892.

61 The NAFTA rule of origin is basically a “yarn
forward” rule, which requires that textile and apparel
goods be produced in a NAFTA country from the
yarn stage forward in order to receive the benefits of
the agreement.

62 TPLS (formerly tariff rate quotas, or TRQs,
under the United States-Canada Free Trade
Agreement) were developed primarily to alleviate
short supply problems, especially as they relate to
manufacturers’ inputs.

63 For a summary of the wool dispute with
Canada, see ch. 4.

64 For more information on this proposal, see
USITC, Advice on Providing Temporary Duty-Free
Entry For Certain Suits and Suit-Type Jackets From
Mexico, Report to the President on Investigation No.
332-373, USITC publication 3012, Jan. 1997.

65 See the section on Mexico and production
sharing in ch. 3 for further discussion.

66 U.S. textile and apparel imports from Canada
increased by 16 percent in 1996 to 1.8 billion SMEs
valued at $2.0 billion. Just over 92 percent of the
quantity of imports from Canada consisted of textiles
and largely reflects trade between subsidiaries of
U.S. and Canadian textile companies.

67 In general, duties on goods entered under
heading 9802.00.80 of the HTS are assessed only
on the value added offshore and not on the value of
the U.S. components sent abroad for assembly.

68 | etter to William V. Roth, Jr., Chairman,
Senate Finance Committee, in support of NAFTA
parity for Caribbean Basin countries, jointly signed by
the American Apparel Manufacturers Association,
American Textile Manufacturers Institute, United
States Apparel Industry Council, American Yarn
Spinners Association, and American Fiber
Manufacturers Association, Oct. 3, 1995.

69 For every $10 in f.0.b. value, a typical
Caribbean Basin garment entered under the
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production sharing provision contains $6.40 in
duty-free U.S. components and $3.60 in dutiable,
foreign value-added. Applying the 1995
trade-weighted tariff on apparel of 16.1 percent ad
valorem to the foreign value-added yields a duty of
$0.58, or an ad valorem equivalent of 5.8 percent.
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CHAPTER 6
Major U.S. Trade Sanctions Activities

This section reviews major U.S. trade sanctions trade sanctions-related developments are described in
activities for which there were significant changes in more detail below.
scope or operation of the sanctions during 1996e
United States imposes trade sanctions against specific

foreign countries under several statutory authorfties. Federal RepUb“C Of

Most are administered and enforced by the Office of Y | Vi r | n
Foreign Assets Control (OFAC) of the U.S. Ugosa a (Se ba a d

Department of the Treasury; a few specifically targeted MOnteneg rO)
trade embargoes are administered and enforced by . .

other agencies. OFAC acts under Presidential wartime U.S. sanctions with the Federal
and national emergency powers, as well as authority
granted by specific legislation, to impose controls on
transactions and to freeze assets under U.S.
jurisdiction3 Other offices and agencies, including the
Bureau of Export Administration Export Enforcement
in the U.S. Department of Commerce and the U.S.
Customs Service, play a supportive role in monitoring

Republic of
Yugoslavia (Serbia and Montenegro) were first
imposed in 1992. Access to assets under U.S.
jurisdiction was blocked for the Governments,
companies, or individuals located or resident in Serbia
and Montenegro or held in the name of the former
Government of the Socialist Federal Republic of
Yugoslavia or the recently constituted Federal Republic
. . of Yugoslavia; in addition, trade and other transactions
compliance with the U.S. measures. Some of the U'S'with these entities were prohibited. These sanctions

sanctpns are based_ on pnlted Nations (UN) were later applied to Bosnian Serb-controlled areas of
resolutions and other international measures that are

) ; . : the Republic of Bosnia and Herzegoviha.
multilateral in scope, and are carried out in close ) )
cooperation with other governments. On November 21, 1995, in Dayton, Ohio, the

presidents of the Federal Republic of Yugoslavia

During 1996, the United States lifted certain trade (Serbia and Montenegro), the Republic of Bosnia and
sanctions against the Federal Republic of YugoslaviaHerzegovina, and the Republic of Croatia initialed the
(Serbia and Montenegro) and the Bosnian General Framework Agreement for Peace in Bosnia
Serb-controlled areas of the Republic of Bosnia and @nd Herzegovina and the Annexes thereto (hereafter
Herzegovina. The United States also implemented anP€ace Agreement), which was signed by the parties in
exception to sanctions on trade with Iraq to permit Paris on December 14, 1995. On November 22, 1995,
imports of petroleum and petroleum products from that the UN Security Council adopted Resolution 1022 to
country and exports of certain humanitarian goods. immediately and indefinitely suspend sanctions against
Also during 1996, the United States enacted threethe Federal Republic of Yugoslavia (Serbia and
statutes to expand or reinforce trade sanctions alreadyMontenegro).  Sanctions against the Bosnian Serb
applied—the Cuban Liberty and Democratic Solidarity forces and the areas of Bosnia and Herzegovina under
Act of 1996, to expand economic sanctions againsttheir control were to remain in effect until Bosnian
Cuba; the Iran and Libya Sanctions Act of 1996, to Serb troops withdrew to agreed borders. — The
expand trade sanctions against those countries; and theesolution provides for the reimposition of sanctions if
Antiterrorism and Effective Death Penalty Act of 1996, any of the parties fail to meet their obligations under
to authorize criminal penalties to be imposed againstthe Peace Agreement and it is so reported by the
U.S. persons engaged in unauthorized financial Commander of the international force (IFOR) deployed
transactions with Cuba, Iran, Irag, Libya, North Korea, in accordance with that agreemént.
Sudan, and Syria. In addition, the United States Following the adoption of UN Security Council
imposed embargoes on imports of certain shrimp andResolution 1022, President Clinton issued a
yellowfin tuna from certain countries. These 1996 Presidential Determination that, among other things,
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directed the Secretary of the Treasury to take action toparent corporations and all U.S. citizens or residents,
suspend the application of the U.S. sanctions imposedwherever located, are prohibited from approving or
against the Federal Republic of Yugoslavia (Serbia andproviding financial assistance, advice, consulting
Montenegroy. Pursuant to that Presidential services, goods, or any other support to subsidiaries in
Determination, OFAC issued regulations to partially connection with Iraqgi projects
suspend sanctions against the Federal Republic of ypn Security Council Resolution 661 (1990),
Yugoslavia (Serbia and Montenegro) effective January Resolution 687 (1991), and subsequent resolutions
16, 1996 The IFOR commander transmitted a report girect UN member states to apply a complete embargo
to the UN Security Council on February 26, 1996, gn trade with lraq and to apply other economic
confirming that the Bosnian Serbs had complied with sanctions until such time as the Government of Iraq
the terms of the Peace Agreement; consequently, oncomes into compliance with that country’s obligations
May 10, 1996, U.S. sanctions also were suspendedynder the 1991 Persian Gulf War cease-fire
against the Bosnian Serb-controlled areas of thegrrangements. Specifically, Iraq is banned from having
Republic of Bosnia and Herzegovifia. or acquiring nuclear, chemical, and biological weapons
As a result of these changes to U.S. regulationsand long-range ballistic missiles (so-called weapons of
during 1996, prospective trade and financial Mmass destruction). Resolution 661 prOVided for the
transactions involving both the Federal Republic of establishment of an Iraq Sanctions Committee (also
Yugoslavia (Serbia and Montenegro) and the Republic referred to as the “661 Committee”), consisting of
of Bosnia and Herzegovina are permitted_ Except asrepresentatives Of a.” the members Of the UN Security
authorized by OFAC, assets blocked prior to Council, to oversee implementation of the sanctions on
suspension will remain blocked until provisions are Iraq 1>
made to address claims or encumbrances, including the  On April 14, 1995, the UN Security Council
claims of successor states of the former Yugosfia. approved Resolution 986 which, subject to certain
conditions, authorizes UN member states to permit the
import of petroleum and petroleum products
|raq originating in lraq up to a combined total of $2 hillion
($1 billion per calendar-year quarter for 6 months, with
Following the 1990 invasion of Kuwait by Irbg possible renewal by the Security Council for additional
and subsequent passage of resolutions by the UNG-month periods) and authorizes the sale of certain
Security Council calling upon members to impose humanitarian goods to Iraq. Contracts to purchase
sanctions against Irdd, the United States imposed a !raqi oil must be individually reviewed by the UN Iraq
complete trade embargo against I*8q.In keeping Sanctions Committee, or by designated “oil overseers”
with UN Security Council Resolution 986 (discussed in @ppointed by the UN Secretary General, to determine
more detail below), the United States prohibits imports Whether the contracts conform to the requirements of
of goods or services, or any activity that promotes or is Resolution 986 and to ensure that the contracts reflect
intended to promote such imports, from Iraq either fair market value and do not appear to be fraudulent;
directly or through third countries. Goods, technology, alternatively, contracts may use a pre-approved, and
or services cannot be exported from the United StatesPeriodically adjusted, “oil pricing mechanism” to
to Iraq either directly or through third countries subject €nsure that transactions are at fair market value and are
to U.S. jurisdicion with the exception of not fraudulent®
OFAC-licensed food, medical supplies intended to All proceeds from sales of Iraqi oil under
relieve human suffering, and certain other Resolution 986 are to be deposited directly into a
humanitarian goods. In addition, U.S. persons (natural UN-controlled escrow accouft. The only authorized
and legal) generally are prohibited from dealing in disbursements from that account are for: (1) payments
Iragi-origin goods or in any goods exported from Irag to the UN Compensation Commission to settle claims
to any country after August 6, 1990, and are prohibited arising from Iraqg’s invasion of Kuwait (30 percent of
from dealing in property intended for export to Irag the funds, or approximately $300 million every 90
from any country. U.S. persons also are generally days); (2) deductions for the cost of implementing
prohibited from performance of contracts in support of Resolution 986 and for certain UN costs; (3) up to $10
industrial, commercial, public utility, or governmental million every 90 days to reimburse countries for
projects in Iraq and from involvement in any financial, deposits made into the escrow account pursuant to
sales, or service contracts that will have an impact onResolution 778; (4) the purchase of parts and
projects in Iraq. These regulations do not apply to equipment necessary for the safe operation of the
foreign subsidiaries of U.S. companies; however, U.S. Kirkuk-Yumurtalik (Irag-Turkey) pipeline in Iraq; (5)
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payments of between $130 million to $150 million licensing procedures for dealings in Iragi-origin
every 90 days to the UN Inter-Agency Humanitarian petroleum and petroleum products exported from Iraq
Program for the purchase and distribution of with UN approval, sales of essential pipeline parts and
humanitarian goods in northern Irag; and (6) the equipment, and sales of humanitarian goods pursuant
remainder for use by the Government of Irag to to Resolution 988% Actual performance of executory
purchase humanitarian goods such as food and medicatontracts requires the issuance of separate specific
equipment for distribution throughout the rest of the licenses by OFAC; OFAC forwards requests to export
country. The UN Secretariat is to examine each to Iraq to the United States Mission to the United
contract for humanitarian goods to ensure that the Nations, which submits the request to the UN Iraq
goods are eligible to be shipped to Irag, and to adviseSanctions Committe®. U.S. persons seeking to
on the availability of funds in the escrow account for purchase petroleum and petroleum products from Iraq
the contract. The UN Irag Sanctions Committee must or from Iraq’s State Oil Marketing Organization must
approve by consensus each contract for humanitarianreceive a specific license from OFAC authorizing the
goods individually. Payments for humanitarian goods licensee to deal directly with the Irag Sanctions
are authorized only after the UN Secretary General hasCommittee or the oil overseers. U.S. persons seeking
received confirmation from independent international to export to Iraqg oil pipeline parts and equipment, or to
inspection agents, stationed at Irag’s port of Umm Qasr sell humanitarian items to Iraq, must receive a specific
and at Irag’s borders with Turkey and Jordan, that thelicense from OFAC in advance of the proposed sale
goods have arrived in Irdg. and exportation. Notwithstanding these authorized
Although this so-called “oil-for-food” provision transactions with Iraq pursuant to Resolution 986,

was available to Iraq since 1995, a Memorandum of debits to blocked accounts and direct financial
Understanding (MOU) between the UN Secretariat andtrans_aphogg with the Government of Iraq remain
Iraq agreeing on terms for implementing Resolution Prohibited:

986 was not signed until May 20, 19896and the

Government of Iraq did not submit a Distribution Plan Cuba

for the humanitarian goods it intends to purchase until

July 18, 19960 The August 31, 1996 Iragi attack on

the city of Irbil, in the predominately Kurdish area of Background

northern Iraq, also delayed implementation of  the ypited States implemented an embargo on
Reso!utlon 986 \{vh|!e the UN re-evaluated the security qost trade with CuBd in 1962. The embargo
situation and distribution plan for northern Irdq. remained in force during 1988.No U.S. products or

Moreover, the Government of Iraq only agreed in late geryices may be exported to Cuba, either directly or
November 1996 to comply fully with UN provisions  ,5ugh third countries, except for publications and

for independent observers to monitor oil exports and 10 oher information materials, and certain humanitarian
oversee the equitable distribution of humanitarian goods licensed for export by the U.S. Department of
supplies?? On December 9, 1996, UN commerce, such as medicine and medical supplies.
Secretary-General Boutros Boutros-Ghali formally ; 5 persons may not deal in or assist with the sale of
notified the UN Security Council President, who in 445 or commodities to or from Cuba from offshore
turn notified the members of the Council, that the |5.ations. Goods and services of Cuban origin may not
necessary conditions to implement Resolution 986 po jmnorted into the United States either directly or
were satisfied; implementation of Resolution 986 h5gh third countries, except for small amounts of
officially began on December 10, 198%. merchandise brought by authorized travelers and
In July 1996, OFAC amended the Iragi Sanctions publications, artwork, or other informational materials.
Regulations to implement the terms and conditions of No vessel carrying goods or passengers to or from
Resolution 9864 Those amendments provided a Cuba or carrying goods in which Cuba or a Cuban
general license authorizing U.S. persons to enter intonational has any interest may enter a U.S. port; vessels
executory contracts with the Government of Iraq, with engaged in trade with Cuba are prohibited from
performance conditioned upon further authorization by loading or unloading freight at any place in the United
OFAC. All executory contracts were required to be States for 180 days after departing a Cuban port. There
consistent with the provisions of Resolution 986 and is a total freeze on Cuban Governmental and private
any other applicable UN Resolutions, memoranda, andassets within the jurisdiction of the United States, and
subsequent guidance issued by the Iraq Sanctionson financial dealings with Cuba. All property of Cuba,
Committee2® Following the UN implementation of of Cuban nationals, and of certain specially designated
Resolution 986 in December 1996, OFAC issued nationals of Cuba in the possession of U.S. persons is
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blocked3! In the mid-1970s, U.S. economic sanctions Stet (Italy)—warning them that their practices might
were amended to permit OFAC to license foreign conflict with title IV of the Libertad Act;visas
subsidiaries of U.S. firms to conduct trade with Cuba ultimately were denied for officials from Sherritt and
so long as several specific criteria were met; that tradeGrupo Domos/

was prohibited in 1992 Several foreign governments registered objections

in international fora to the extraterritorial scope of the
. Libertad Act, noting in particular that its provisions
Libertad (HeImS—Burton) Act apply to any individual or company, regardless of
On March 12, 1996, President Clinton signed into nationality or country of residence. The United States
law the Cuban Liberty and Democratic Solidarity held a series of consultations on the Libertad Act with
(Libertad) Act of 1996 (also known as the NAFTA partners Canada and Mexico beginning on
Helms-Burton Actp33 following the downing of two  April 18, 199638 At the request of Canada and
unarmed U.S. civilian aircraft over international Mexico, the NAFTA Commission convened to discuss
waters, taking the lives of four U.S. citizens and this dispute; however, neither country requested the
residents, by the Cuban Government on February 24,establishment of a NAFTA dispute resolution panel on
1996. The Libertad Act contains provisions to: (1) the Libertad Act during 1996. U.S. officials briefed a
codify all U.S. embargo restrictions against Cuba that combined session of the European Commission,
were in effect as of March 1, 1996; (2) bar U.S. private Council Secretariat, and a special committee of EU
investment in  Cuba's domestic telephone permanent representatives on implementation of the
infrastructure; (3) create a private right of action in Libertad Act on May 6, 1998 The Libertad Act also
U.S. courts that permits U.S. nationals whose propertywas the subject of criticism during discussions in the
was confiscated by the Cuban Government after theOECD Trade Committé€ and made the focus of
1959 revolution in that countd? to sue Cuban extended discussion in the OECD Committee on
governmental entities or foreign investors who use or Capital Movements and Invisible Transacti6hs.

profit in any way from these properties (title 1l of the Canada, the EU, and Cuba itself implemented
Libertad Act); and (4) deny visas and entry into the |egisiation to block enforcement of the Libertad Act.
United States of individuals who traffic in In September 1996, the Canadian Governffent
U.S.-claimed properties in Cuba after March 12, 1996, jnoquced legislation to allow the Attorney General of

and their immediate family members, as well as canada to issue blocking orders to prevent judgments
corporate officers and controlling shareholders of i, s courts under the Libertad Act from being

eptities which traffic in such properties (title IV of the  gnforced in Canada. The legislation, which entered
Libertad Act)3> into force on January 1, 1997 provides that Canada
Title 11l of the Libertad Act originally was  will not recognize court rulings issued in accordance
scheduled to become effective Aug. 1, 1996. However, with the Libertad Act and will not help collect
this title of the Libertad Act also permits the President judgments issued against Canadian firms; it also
to suspend the right to file suit if the President permits targeted Canadian firms to file countersuits
determines that to do so is in the national interest andagainst Canadian subsidiaries of U.S. firms that file
would expedite a transition to democracy in Cuba, and lawsuits under the Libertad Act, and to recoup in
requires the President to review that decision every sixCanadian courts any amounts awarded under such
months.  On July 16, 1996, President Clinton judgments in the United Statés. On January 22,
announced that he would allow title Ill of the Libertad 1997, the Governments of Canada and Cuba issued a
Act to enter into force—putting companies doing joint declaration calling for unspecified cooperation
business in Cuba on notice that, by trafficking in between the two countries to combat the Libertad Act;
allegedly expropriated properties, they face the the Canadian Government also set forth a bilateral
prospect of lawsuits in the United States. However, the policy initiative to engage Cuba on the issue of human
President suspended for six months (until February 1,rights4> On October 28, 1996, the E®approved a
1997) the right to file suit pursuant to title Ill, and law providing blocking orders against enforcement of
appointed Stuart E. Eizenstat, Undersecretary forthe Libertad Act, obligating EU companies not to
International Trade in the U.S. Department of comply with any U.S. judgments, and permitting EU
Commerce, as special representative to achievecompanies to sue subsidiaries of U.S. companies for
common approach with U.S. allies and trading partners compensatiod’ On December 2, 1996, the EU
toward achieving democracy in CubaThe President  Council of Ministers approved a “common position”
also sent letters to three companies—Sherritt on Cuba in which further expansion of EU trade ties
International (Canada), Grupo Domos (Mexico), and with Cuba are to be linked to an improvement in
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human rights and progress towards democracy in  On January 3, 1997, President Clinton suspended
Cuba; the EU also agreed to channel humanitarian aidthe right to file suit pursuant to title Ill of the Libertad
only through international or nongovernmental Act for an additional six months (until August 1,
organizations rather than through the Cuban 1997); title IV of the Libertad Act remained in foree.
Governmenf8 On December 24, 1996 the Cuban The EU continued to press for more permanent relief

National Assembly approved a law designed to offset fronéotitle lland an end to title IV of the Libertad
the effects of the Libertad AG® The bill declares ACt~’ Although the WTO had agreed to establish a
“null and void” in Cuba any claim made under the panel to hear the EU complaint about the Libertad Act

Libertad Act and prohibits the provision of any in November 1996, the members of that panel were not

information useful to the United States for application named until February 20, 1997. The 3-member panel
. 0 P includes jurists from Singapore, Switzerland, and New
of the Libertad AcP

Zealand. After the panel was formed, the United States
. . reported that it would not participate in the panel’s
The Libertad Act also became the subject of a prgceedings because in thepU.S. Siew the WT% panel
WTO dispute settlement panel during 1%63”_'\/'33’ _lacked “competence to proceed” on a matter of U.S.
3, 1996, the EU requested bilateral consultations with forejgn policy8l The United States viewed “with
the United States on the Libertad Act and other U.S. disappointment” the appointment of the WTO pane]
legislation regarding trade sanctions against Cubabecause the issue reflects “U.S. foreign policy and
under Article XXIII of the GATT?2 The EU complaint  security concerns with respect to Cub&."Moreover,
was that the U.S. sanctions against Cuba, and possiblehe U.S. position was that its “actions are not motivated
refusal of visas and the exclusion of non-U.S. nationalsby protectionism, nor have they ever been for
from U.S. territory, are inconsistent with the U.S. commercial gain for the United States at the expense of
obligations under the WTO Agreement and violate other countries,” and that “by bringing noncommercial
GATT Articles 1, 1ll, V, XI, and Xl and GATS matters into the WTO, the EU may well jeopardize
Articles I, Ill, VI, XXVI, and XVIl. The EU also what we and others have worked so hard to achigve.”
alleged that even if these U.S. measures do not violate  On April 11, 1997, the United States and the EU
specific provisions of GATT or GATS, they reached a settlement under which both sides agreed to
nevertheless nullify or impair the EU's expected work cooperatively to develop binding disciplines on
benefits under GATT or GATS? The U.S. position  dealings in property confiscated in Cuba. As part of
was that the Libertad Act is justified under Article this settlement, the EU suspended the WTO panel—but
XXI, which permits a WTO member to take any action retained the right to reinstate it should a mutually
it “considers necessary for its national security satisfactory agreement not be concluded bilaterally
interests.” Following three rounds of consultations, the with the United States by October 15, 1997. European
EU formally requested that a WTO dispute settlement Commission Vice President Sir Lean Brittan reiterated
panel be established to examine the EU comp?int. that the EU “continue[s] to oppose the principle of
On November 20, 1996, the WTO Dispute Settlement extraterritorial laws®  For its part, the U.S.
Body agreed to establish such a pafel. administration pledged to work with Congress to draft
and implement legislation to amend the Libertad Act to
By late December 1996, in addition to the two authorized the President to grant waivers under the title
companies already sanctioned under title 1V, 12 foreign IV of the Act once the bilateral consultations with the
companies were under investigation for trafficking in EU are completed and the EU has adhered to these
U.S.-claimed properties; 12 other companies reportedly agreed discipline®
had ceased using, or refrained from planned activities,
on properties in Cuba covered under the Libertad
Act.5'6 The inted Sta‘ges also re|fterated its policy of |ran and leya SanCthnS
seeking to discourage investment in CBbalo ensure
that any investments that are made benefit the Cuban ACt Of 1996
people, and not the Cuban Government, the United
States promoted the adoption of “best business
practices” in Cuba by European and North American
business associations; those practices include respe
for internationally recognized labor rights, safe to build on what we've already done to isolate
workplaces, nondiscriminatory employment, protection those regimes by imposing tough penalties on
of the environment, employers’ right to hire and pay foreign companies that go forward with new
workers directly, and workers’ right to organie. investments in key sectors. The act will help to

On August 5, 1996, President Clinton signed into
law the Iran and Libya Sanctions Act of 19%6The
Cl?resident announced that the goal of the Act is:
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deny them the money they need to finance  However, a number of countries object to the Act on

international terrorism or to acquire weapons principle because of its extraterritorial provisions. On
of mass destruction. It will increase the August 8, 1996, the United States received a demarche
pressure on Libya to extradite the suspects in on the Act from the European Commission delegation.
the bombing of Pan Am 163. The EU representatives stated that “[tlhe

extra-territorial character of the Iran and Libya
Sanctions Act of 1996 provides for sanctions to be
taken against foreign companies for business activities
that are legal under their national law as well as under
public international law/2

This Act tightens, but does not supersede, existing
U.S. economic sanctions against Iran and Libya (those
sanctions are described in more detail below) by
requiring the President to impose sanctions (1) on any
U.S. or foreign person or company, including a parent
or subsidiary, that directly and significantly contributes
to the enhancement of the ability of Iran or Libya to |ran
develop the petroleum resources of these countries
(applies to an investméi§tof $40 million or more or
to any combination of investments of at least $1
million each which equals or exceeds $40 million
during any 12-month period) and (2) on persons
providing certain goods and services to Libya in
violation of certain UN Security Council resolutions, if

U.S. economic sanctions against fawere first

0 enacted in 1979 following the seizure of the U.S.
Embassy in Teheran and the taking of U.S. diplomats
as hostage$! these economic sanctions were lifted
when the United States and Iran signed the Algiers
Accords on January 19, 1981 As a result of Iran’s
the provision of such items significantly and materially contlnugd S“PPO” for |.nternat|0nal_ terrorism .an_d 't$
contribtes to Libya's ability to acquire chemical, 299ressive actions against nonbelligerent shipping in
biological, or nuclear weapons or destabilizing .the Persian Gulf, the Un!ted S.ta.tes implemented a new
numbers and types of advanced conventional weapons!MPO!t e;rt])bar.go on Iranian-origin goods and services
contributes to Libya’s ability to develop its petroleum 1%7’ this embargo was further tightened in
resources, or contributes to Libya'’s ability to maintain 1995
its aviation capabilitie8? U.S. economic and trade sanctions enforced against
Iran’8 prohibit imports, either directly or through third
countries, of goods or services of Iranian oritfirand
prohibit U.S. persons from providing financing for
prohibited import transactions. In general, goods,

The President has the authority to impose any two
or more of the following sanctions: (1) a ban on
Export-Import Bank assistance; (2) a ban on export

licenses under the Export Ad.ministratio.n Act of 1979, technology including technical data, or services may
the Arms Export Control Act; the Atomic Energy ACt e exported from the United States to Iran or to the
of 1954, or any other statute that requires prior review Government of Iran. U.S. persons may not trade in
and approval of the U.S. Government; (3) & ban on . pian ol or petroleum products refined in Iran,

loans exceeding $10 million per year by U.S. financial gnance such trade, or perform services or supply goods
institutions; (4) a ban on designation as a primary - tachnology that would benefit the Iranian oil

dealer in U.S. Government debt and/or a ban on U.S.jyqstry New investments by U.S. persons, including
Government procurement; and_ (5) a ban_on imports Ofloans, commitments of funds or other assets,
products selected by th_e_Premd@htSanctlon.s are 10 extensions of credits, and other financial dealings
remain in place for a minimum of two years; however, involving Iran are prohibited; U.S. persons, including

after one year, the sanctions may be lifted if the oeion pranches of U.S. banks and trading companies,

President determines that the sanctioned person OLre prohibited from engaging in any transactions

persons have ceased engagement in the prohibitedg aieq to goods or services of Iranian origin or owned
activities and have provided assurances that they will ;. o irolled by the Government of Ir&h.

no longer knowingly engage in such activitiés.

Because the Iran and Libya Sanctions Act of 1996 le a
will apply U.S. economic and trade sanctions to any y
U.S. or foreign individual or company who violates its U.S. economic sanctions against LiByaere first
provisions, a number of foreign countries have established in January 1986 following terrorist attacks
objected to implementation and enforcement of the against the Rome and Vienna airports in December
Act.  While there are no UN-sponsored sanctions 198582 In 1992, the UN Security Council approved a
against either Iran or Libya, only a small number of resolution directing members to apply certain
countries maintain trade relations with those two economic and diplomatic sanctions against Li&%in
countries—albeit at very low volumes of trade. 1993, citing “the continued failure by the Libyan
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Government to demonstrate by concrete actions itsof 199688 Section 321 of the Act makes it a criminal
renunciation of terrorism,” the UN Security Council offense for U.S. persons to engage in certain financial
directed member states to freeze funds and financialtransactions with the Governments of Cuba, Iran, Iraq,
resources in their control directly or indirectly held by and Libya, North Kore&? Sudan?®and Syria?! except

the Government of Libya and Libyan entities except as provided in regulations issued by the Secretary of
funds derived from the sale of petroleum and the Treasury in consultation with the Secretary of
petroleum products, natural gas and natural gasState. Those countries are designated under section
products, and agricultural products provided that such 6(j) of the Export Administration Act of 1979 (50
funds were paid into separate bank accobfts. U.S.C. App. 2405) as supporting international
terrorism (so-called “Terrorism List Governments”).
The 1996 Act added Sudan and Syria to the list,
prohibiting United States persons from receiving

U.S. economic and trade sanctions against [bya
provide that no goods, technology, or services may be
exported from the United States to Libya either directly i ) N .
or through third countrie® No U.S. bank or foreign unlicensed donations and from engaging in financial

branch of a U.S. bank may finance, or arrange offshoretransactions with respect to which the United States
financing for, third-country trade transactions where PErson knows or has reasonable cause to believe that
Libya is known to have an interest in the trade as its the f|_nanC|aI fransaction poses a risk of furthen_ng
ultimate beneficiary, including brokering third-country [€/TOrist acts in the United States. (However, unlike

sales of Libyan crude oil or transportation for Libyan € restrictions on Cuba, Iran, Iraq, Libya, and North
cargo. Permissible trade involving Libya includes, Korea, the United States does not have a total embargo

under certain conditions, the sale of parts and on tr_ade with Suda_n and Syria.) The regulatior!s also
components to third countries where the U.S. goodsProvide that the United States may grant exceptions to
will be substantially transformed into new and different tN€S€ _pro_h|b|t|on2 through issuance of either general or
articles, and the sale of goods which come to rest in theSPECITIC I|censse§, one such exemption was granted
inventory of a third-country distributor whose sales are 94ring 1996’

not predominantly to Libya. Goods or services of

Libyan origin may not be imported into the United Sea Turtle Conservation:

States either directly or through third countries. .

Contracts benefitting Libya (including contracts for Shrlmp

commercial, governmental, or industrial projects), To protect and conserve sea turtles that may be

loans, and financial dealings involving Libya are jnagvertently captured during shrimp harvests, the
prohibited, although certain independent transactions jnited States prohibits imports of shrimp from

by fo_reign. subsidiaries of U.S. firms with I__ibya are  countries that harvest using commercial fishing
permitted |f.no. US person or permanent resident h_as &echnology (i.e., commercial shrimp trawling) that may
role. U.S. individuals or organizations may be subject 5qyersely affect sea turtles subject to U.S. protective
to civil or criminal prosecution if they transact business regulations, unless the harvesting country adopts and
with individuals or organizations who act on behalf of gnorces—and is so certified by the U.S. Department
the Government of Libya anywhere in the world. Al ¢ giate—a program comparable to the U.S. program
Government of Libya assets in the United States or in, protect such turtlé¥ The main element of the U.S.

the possession or control of U.S. persons anywhere ingrogram is the required use of turtle excluder devices
the world have been blocked since 1986, and all (Tgpgs) on commercial shrimp trawl vessels operating
transfers of Libyan governmental assets prohibited \yhere there is a chance of incidental taking of turtles;
without a specific license from OFAZ. the excluder devices provide an opening that allows
sea turtles to escape from shrimp trawls with minimal

) loss of shrimp catch. This requirement initially was

Other Trade Sanctions applied only to 14 Caribbean Basin natiSAspn

ACt|V|t December 29, 1995, the U.S. Court of International

y Trade (CIT) issued an order (in the case of Earth Island

Institute v. Christopher) supporting the contention of
. . . certain environmental groups that Congress intended
Antiterrorism and Effective the law to apply on a global basis. The order required

the U.S. administration, by May 1, 1996, to prohibit

Death Penalty Act Of 1996 imports of wild-caught shrimp and shrimp products
On April 24, 1996, President Clinton signed into (aquiculture shrimp are not affected) from any country
law the Antiterrorism and Effective Death Penalty Act that has endangered sea turtles in its waters and
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harvests shrimp using commercial trawl vessels, unlessparticipated in negotiations for an Inter-American
that country is certified by the United States as having Convention for the Protection and Conservation of Sea
adopted a comparable sea turtle conservation progranifurtles103 an  agreement, which establishes
by that daté&® multilateral standards for the protection of endangered

On April 30, 1996, the U.S. Department of State species of sea turtles in the Western Hemisphere, was

certified 36 countries as meeting the requirements Setconcluded on September 5, 1996.

forth by section 609 of U.S. Public Law 101-162 for

continued export of wild-caught shrimp to the United Marine Mammal PrOteCtion'
State€?” Shrimp from noncertified countries harvested . ’
in a manner harmful to sea turtles became subject to Yellowfin Tuna

embargo beginning May 1, 19_%.- However, Since 1990, the United States has placed an
noncertified countries remained eligible to export to embargo on certain imported yellowfin tuna and

the United States shrimp harvested by aquiculture; byproducts derived from yellowfin tuna from certain
manual rather than mechanical means; in cold waters,.qgntries. This embargo is enforced pursuant to the

where sea turtles are not found; and by TEDs (TEDS 1977 Marine Mammal Protection Act (MMPA) and its
used in countries with sea turtle populations must be gmmendmentd%> MMPA seeks to protect marine
certified by the United States; moreover, countries that ;5 mmal406 by prohibiting yellowfin tuna imports

have sea turtle populations and commercial Shrimp from countries that harvest the tuna through the use of
trawling fleets must require that TEDs be used in order ;rse seine nets that encircle dolphins or other marine
to be certified unless the harvesting nation can prove mammals. The United States prohibits imports of
that sea turtles.are not adversely affected by its Sh”mpyellowfin tuna or products derived from yellowfin tuna
trawling operationsj? from countries that harvest tuna in the Eastern Tropical
The CIT issued an order on November 25, 1996 to Pacific Ocean unless the National Oceanic and
clarify and revise an October 8 decision on shrimp Atmospheric Administration Assistant Administrator
imports from countries not certified under section 609 for Fisheries makes an affirmative finding that the
of Public Law 101-1629° The November order country has (1) a marine mammal regulatory program
authorized imports from noncertified countries of and fleet performance comparable to the United States,
shrimp harvested in nets that are manually retrieved,or (2) implemented regulations to prohibit its vessels
and of shrimp harvested with gear specified in U.S. from intentionally deploying purse seine nets to
domestic regulations, as not requiring the use of TEDs; encircle marine mammals. Imports of yellowfin tuna
it also allowed imports from noncertified countries of and tuna products from Mexi¢87 Colombia, Panama,
shrimp that live in waters too cold for sea turtles as Vanuatu, and Venezuela were subject to embargo
well as of fresh water shrimp. By the end of 1996, a during 1996; imports of all tuna and tuna products
total of 39 countries had been certified under section from Costa Rica, ltaly, and Japan also were subject to
609 of Public Law 101-16301 U.S. embargo during 1996. In November 1996, Belize
was added to the list of countries subject to the
embargo on imports of yellowfin tud8® In late
November 1996, the United States and other members
of the International Convention for the Conservation of
' Atlantic Tuna (ICCAT) approved a provision
authorizing members to ban imports of bluefin tuna
from Belize, Honduras, and Panama—countries
ICCAT had found which fail to take action to protect
marine mammals. ICCAT also authorized members to

On October 8, 1996, India, Malaysia, Pakistan, and
Thailand filed a WTO complaint against the U.S.
embargo on imports of shrimp and shrimp products
imposed under section 609 of Public Law 101-162
alleging violations of Articles I, XI, and Xl of the
GATT as well as nullification and impairment of
benefits.  The Philippines filed a similar WTO
complaint on October 25, 1996. These disputes
remained in the WTO consultations phase at the end Ofban imports from countries that violate catch limits on

102
1996: swordfish in the North Atlantic and bluefin tuna
Also during 1996, the United States and a number anywhere in the Atlantic Ocean and in the
of Latin American and Caribbean countries Mediterranean Se¥®
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ENDNOTES

1n this report, the term “trade sanction” applies
to actions undertaken (1) to restrict or prohibit U.S.
trade with designated hostile and pariah countries to
further U.S. foreign policy and national security
objectives and (2) to prohibit trade pursuant to U.S.
statutory commitments to conserve endangered
species. Also considered are certain actions to
prohibit U.S. persons or entities from engaging in
financial transactions (such as investment and trade
finance) that could facilitate international trade by
designated hostile and pariah countries. For
additional information on U.S. trade sanctions
activities against major trading partners in the context
of bilateral relations, see ch. 4; measures undertaken
pursuant to section 301 are discussed in ch. 5.

2 The basic authorizing statutes are the Trading
with the Enemy Act (50 U.S.C. App. 1-44);
International Emergency Economic Powers Act (50
U.S.C. sec. 1701-06); Iragi Sanctions Act (Public Law
101-513, 104 Stat. 2047-55); United Nations
Participation Act (22 U.S.C. 287c); International
Security and Development Cooperation Act (22
U.S.C. 2349 aa-9); The Cuban Democracy Act (22
U.S.C. 6001-10); The Cuban Liberty and Democratic
Solidarity Act of 1996 (Public Law 104-114); and The
Antiterrorism and Effective Death Penalty Act of 1996
(Public Law 104-132).

3 The United States applies criminal penalties
(prison terms and/or monetary penalties) for
violations under these regulations. In addition, OFAC
has the authority to impose civil monetary penalties
for certain violations. Civil monetary penalties, which
are to be adjusted for inflation at least once every
four years, currently are—$55,000 for violations
under the Trading with the Enemy Act; $11,000 for
violations under the International Emergency
Economic Powers Act; and $275,000 for violations
under the Iragi Sanctions Act. OFAC also has the
authority to impose civil monetary penalties for
banking transactions under the Antiterrorism and
Effective Death Penalty Act. U.S. Department of the
Treasury, OFAC, “Foreign Assets Control Regulations
for Exporters and Importers, Jan. 15, 1997, found at
OFAC website,
http://www.ustreas.gov/treasury/services/fac/fac.html.

4 Following the adoption of UN Security Council
Resolution 757 of May 30, 1992 and subsequent
resolutions directing member states to impose
economic sanctions against the Federal Republic of
Yugoslavia, the United States applied economic
sanctions pursuant to Executive Orders No. 12808 of
May 30, 1992, 12810 of June 5, 1992, 12831 of Jan.
15, 1993, and 12846 of Apr. 25, 1993. The Federal
Republic of Yugoslavia (Serbia and Montenegro) and
Bosnian Serb-Controlled Areas of the Republic of
Bosnia and Herzegovina Sanctions Regulations (31
CFR 585) implement these measures. U.S.
Department of the Treasury, OFAC, “Federal Republic
of Yugoslavia (Serbia and Montenegro) and Bosnian
Serb-Controlled Areas of the Republic of Bosnia and
Herzegovina Sanctions Regulations; Partial

Suspension of Sanctions,” 61 F.R. 1282, and UN
Security Council Resolution 1022 of Nov. 22, 1995.

5 For more detailed information about specific
provisions of these economic sanctions as they were
implemented beginning in 1992, see U.S. Department
of the Treasury, OFAC, “Yugoslavia: What You Need
to Know About the U.S. Embargo,” Aug. 22, 1996,
found at OFAC website,
http://www.ustreas.gov/treasury/services/fac/fac.html.

6 U.S. Department of the Treasury, OFAC,
“Federal Republic of Yugoslavia (Serbia and
Montenegro) and Bosnian Serb-Controlled Areas of
the Republic of Bosnia and Herzegovina Sanctions
Regulations; Partial Suspension of Sanctions,” 61
F.R. 1282, and UN Security Council Resolution 1022
of Nov. 22, 1995.

7 President, “Presidential Determination No. 96-7
of Dec. 27, 1995,” 61 F.R. 2885.

8 U.S. Department of the Treasury, OFAC,
“Federal Republic of Yugoslavia (Serbia and
Montenegro) and Bosnian Serb-Controlled Areas of
the Republic of Bosnia and Herzegovina Sanctions
Regulations; Partial Suspension of Sanctions, 61 F.R.
1282.

9 U.S. Department of the Treasury, OFAC,
“Federal Republic of Yugoslavia (Serbia and
Montenegro) and Bosnian Serb-Controlled Areas of
the Republic of Bosnia and Herzegovina Sanctions
Regulations; Suspension of Sanctions Against the
Bosnian Serbs,” 61 F.R. 24696.

10 U.s. Department of the Treasury, OFAC,
“Yugoslavia: What You Need to Know About the U.S.
Embargo,” Aug. 22, 1996, found at OFAC website,
http://www.ustreas.gov/treasury/services/fac/fac.html.

11 The United States has no diplomatic relations
with Irag. U.S. Department of State, “Near East and
North Africa: Diplomatic Relations,” found at U.S.
Department of State website,
http://www.state.gov/www/regions/nea/relations.html.

12 Economic and trade sanctions against Iraq are
set forth in UN Security Council Resolutions 661 of
Aug. 6, 1990, Resolution 687 of Apr. 3, 1991, and
subsequent resolutions. UN, “Sanctions Committee
Agrees on Export-Import Mechanism for Iraqg,” press
release SC/6137, 1K/184, Dec. 6, 1995.

13 president George Bush, Executive Order No.
12722, Aug. 2, 1990. In keeping with UN Security
Council Resolution 661 of Aug. 6, 1990 and the
United Nations Participation Act (22 U.S.C. 287c),
President Bush also issued Executive Order 12724
on Aug. 9, 1990, which imposed additional
restrictions. The Iragi Sanctions Regulations (31
CFR part 575) implement Executive Orders No.
12722 and 12724. These measures were most
recently extended by President Clinton, “Notice of
July 22, 1996—Continuation of Iraqi Emergency,” 61
F.R. 38559.

14 The Iragi Sanctions Regulations (31 CFR 575)
implement these measures. Criminal penalties for
violations of these sanctions range up to 12 years in
prison and $1,000,000 in fines. Ibid.
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15 An exemption to these resolutions was made
to permit Jordan, which has limited energy resources,
to obtain crude oil and petroleum products from Iraq
in exchange for food and medicine. UN, “Sanctions
Committee Agrees on Export-Import Mechanism for
Iraq,” press release SC/6137, 1K/184, Dec. 6, 1995.

16 U.S. Department of State telegram, “Q’s and
A's on UNSCR 986,” message reference No. 244800,
Washington, DC, Nov. 27, 1996.

17 UN Security Council Resolution 778 of October
2, 1992 directed UN member states to transfer to a
UN escrow account any funds (up to $200 million
apiece) representing Iraqi oil sale proceeds paid by
purchasers after the imposition of UN sanctions
against Irag, to finance Iraq's obligations for UN
activities with respect to Iraq, such as expenses to
verify Iragi weapons destruction, to provide
humanitarian assistance in Irag on a nonpartisan
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Compensation Commission in Geneva, which handles
claims from victims of the Iraqi invasion and
occupation of Kuwait. President, “Letter to
Congressional Leaders on Iraq,” Presidential
Documents: Administration of William J. Clinton, Aug.
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18 U.S. Department of State telegram, “Q’s and
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Washington, DC, Nov. 27, 1996.
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UN personnel and UN-appointed inspection agents
tasked with implementing Resolution 986 inside Iraq,
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reaffirms the UN Irag Sanctions Committee’s
obligations to monitor and approve sales of Iraqi
petroleum and petroleum products originating in Iraq
under Resolution 986. It also requires that
independent observers monitor Iraqgi oil exports at
three designated sites: at Ceyhan in Turkey, Mina
al-Bakr in Irag, and a site on the Irag-Turkey border.
For further information, see President, “Letter to
Congressional Leaders on Iraq,” Presidential
Documents: Administration of William J. Clinton,
1996, Aug. 14, 1996, p. 1450 and U.S. Department
of State telegram, “Q’s and A's on UNSCR 986,”
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20 The Distribution Plan was mandated by the
MOU and included a categorized list of the items to
be purchased, and provided details on how those
items are to be distributed throughout Iraq. It gave
responsibility for distributing humanitarian supplies in
northern Iraq to the UN, while distribution in the rest
of Iraq is to be carried out by Iragi officials with UN
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Table A-1
U.S. merchandise trade with Canada, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... 5,106,293 5,301,201 5,499,424
1 Beverages and tobacCo ... ... 176,064 203,469 232,888
2 Crude Materials, inedible, exceptfuels . ........ ... o i 3,467,934 4,259,158 3,758,615
3 Mineral fuels, lubricants and related materials .............. i 1,251,419 1,414,956 1,851,287
4 Animal and vegetable oils, fats and waxes ............. .. i 104,695 124,589 173,639
5 Chemicals and related products, NESI ... ...ttt e 9,415,595 10,360,727 11,334,840
6 Manufactured goods classified chiefly by material ........... ... .. ... .. .. .. . ... 13,486,923 15,417,848 16,058,037
7 Machinery and transport eqUIPMENT . .. ... ot 56,753,360 61,652,333 64,785,287
8 Miscellaneous manufactured articles ... .......... . e 11,028,506 11,623,693 11,869,949
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... ... .. 2,852,041 2,903,166 3,558,877
Total all CoOMMOAItIES . .. ..ot e 103,642,830 113,261,142 119,122,843
U.S. imports
0 Food and live animals . . ... ... 5,328,174 5,646,490 6,663,389
1 Beverages and t0bhacCo . ... ... 703,823 677,665 750,345
2 Crude materials, inedible, exceptfuels ... ... ... . i 10,138,360 10,898,443 11,314,720
3 Mineral fuels, lubricants and related materials .......... ... ... i 12,501,798 13,665,083 16,775,287
4 Animal and vegetable oils, fats and waxes ............ .. 309,632 339,184 404,754
5 Chemicals and related products, NESI . ... ...t 6,679,247 8,126,301 8,530,839
6 Manufactured goods classified chiefly by material ........... ... ... ... ... .. ... ... . ..., 20,395,478 25,381,147 25,833,114
7 Machinery and transport eqUIPMENT . ... .. o 57,940,204 63,645,520 67,327,222
8 Miscellaneous manufactured articles . ........... .. e 6,535,452 7,760,633 8,992,086
9 Commodities and transactions not classified elsewhere inSITC ............. .. .. ......... 8,221,068 8,741,416 9,706,847
Total all coMmMOAItIES . . . ..ot 128,753,235 144,881,881 156,298,602

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-2
Leading exports to Canada by Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston
engine, cylinder capacity over 3,000 CC ... ...ttt ittt 4,697,421 4,067,839 4,231,410
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston
engine, cylinder capacity over 1,500 but not over 3,000CC ..., 2,803,956 3,092,099 3,509,281
8708.99 Parts and accessories of motor vehicles, Nesi ... 3,312,026 3,120,899 3,126,957
9880.001 Estimated “low value” shipments .. ... .. e 1,854,117 1,962,846 2,413,696
8407.34 Reciprocating spark-ignition piston engines, of a cylinder capacity over 1,000cc ........... 1,846,383 2,095,128 2,347,422
8542.13 Metal oxide SeMICONAUCIONS . . . . o o oo o e e e 2 2 2,042,655
8708.40 Gear boxes for motor VEhICIES . .. .. ... 2,010,474 2,127,987 2,041,641
8704.31 Motor vehicles for transporting goods, with spark-ignition internal-combustion
piston engine, gross vehicle weight not exceeding5mt ............ ... ... . ... 1,703,729 1,711,633 2,027,978
8473.30 Parts and accessories for automated data processing machinesand units ................. 1,230,6343 31,438,221 1,387,637
8409.91 Parts for spark-ignition internal-combustion piston engines, nesi ......................... 935,755 846,317 1,094,039
8471.50 Digital ProcessiNg UNItS, NESI .. ...\ o .ttt ittt et ettt e i * * 1,053,101
8708.39 Brakes and servo-brakes and parts for motor vehicles ........... ... ... ... . L. 871,153 931,266 989,663
8701.20 Road tractors for semi-trailers ... ........ . e 1,027,276 1,020,135 789,893
8803.30 Parts of airplanes or helicopters, NeSi . ... ... e 662,710 679,482 770,964
7606.12 Rectangular plates, sheets and strip, over 0.2 mm thick, of aluminumalloy ................ 693,876 889,408 756,696
4901.99 Printed books, brochures, leaflets and similar printed matter, other than in single sheets . . ... 720,487 753,069 731,383
9032.89 Automatic regulating or controlling instruments and apparatus, Nesi. ...................... 693,671 794,389 710,810
8536.50 Electrical switches for voltage not exceeding 1,000V, N€Si .. .. ..o oottt 498,691 574,127 700,503
4902.90 Newspapers, etc. appearing less than 4 times perweek ............... . coiiiiiiiiiaan. 592,804 619,465 631,020
2710.00 Petroleum oils and oils obtained from bituminous minerals, other thancrude ............... 457,271 535,857 620,363
9401.90 Parts of seats (except medical, barber, dental, etc.) .......... ... .. . . ., 478,794 640,318 619,510
8408.20 Compression-ignition internal-combustion pistonengines .............. ... ... ... . ... 687,290 836,374 612,196
8471.49 Other digital automated data processing machines, entered in the form of systems ......... 5 5 611,969
8704.21 Trucks, nesi, diesel engine, gross vehicle weight not exceeding5mt ..................... 387,030 533,064 575,001
Total of ItemMS ShOWN . . .. o 31,872,376 33,520,119 38,806,105
Total OtNEr . 71,770,454 79,741,023 80,316,739
Total all commOdiIties . . ... ..ot 103,642,830 113,261,142 119,122,843

1 Special “Census Use Only” reporting number estimating low-valued imports.
2 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

3 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

4 Prior to 1996, exports reported under Schedule B 8471.91 part.
5 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-3
Leading imports from Canada, by HTS items, 1994-96
(1,000 dollars)

HTS
No. Description 1994 1995 1996
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston
engine, cylinder capacity over 3,000 CC ... ..ottt ittt 17,651,764 20,578,804 19,372,032
2709.00 Petroleum oils and oils obtained from bituminous minerals, crude ........................ 4,916,983 6,139,318 7,367,016
4407.10 Coniferous wood sawn or chipped lengthwise, sliced or peeled, of a thickness
eXCeediNg 6 MM .. .. 5,544,330 4,952,193 6,251,623
9801.00 U.S. articles exported and returned, not advanced or improved in condition;
animals exported Or returned . .......... ittt 5,002,381 5,485,905 5,847,162
8704.31 Motor vehicles for transporting goods, with spark-ignition internal-combustion piston
engine, gross vehicle weight. not exceeding 5mt . ........... i i 6,198,105 6,119,187 5,839,170
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating
piston engine, over 1,500 but not over 3,000 CC . ...... ..ttt e 3,819,082 2,826,323 5,087,297
4801.00 Newsprint, IN10lls Or ShEets . . ... .. 3,296,140 4,371,269 4,019,150
2711.21 Natural gas, in gaseous State .. ... ...t s 3,902,744 3,246,194 3,914,607
8708.99 Parts and accessories of motor-vehicles, Nesi . .............. .. 3,513,213 3,120,298 3,198,181
2710.00 Petroleum oils and oils obtained from bituminous minerals, other than crude;
and Preparations, NESI . .. ...ttt e e e 1,574,702 1,680,425 2,482,415
8473.30 Parts and accessories for automated data processing machinesand units ................. 12,080,433 12,870,644 2,364,805
8542.13 Metal 0xide SEMICONAUCIOTS . . . . o oo oo e e e e e e e e e 2 2 1,809,672
8407.34 Spark-ignition reciprocating piston engine, of a cylinder capacity exceeding 1,000 cc ....... 1,097,227 986,352 1,712,136
4703.21 Chemical woodpulp, soda or sulfate, other than dissolving grades, of semibleached
or bleached coniferous WOoOd .. ... ..ottt e e e 1,408,898 2,402,625 1,654,302
7108.12 Nonmonetary gold (including gold plated with platinum), unwrought, excluding powder ... ... 1,427,457 1,256,180 1,631,647
8708.29 Parts and accessories of bodies of motor vehicles, nesi ........... ... .o, 1,036,101 1,144,186 1,599,083
9999.953 Estimated “low value” shipments . . . ... 1,252,538 1,425,914 1,530,975
8701.20 Road tractors for semi-trailers . .......... .o 1,125,879 1,582,605 1,337,175
7601.20 Unwrought aluminum alloys . .. ... ... s 1,089,532 1,219,414 1,187,692
4802.60 Paper nesi, over 10% (weight) fiber obtained by a mechanical process .................... 655,028 1,043,735 1,049,533
7601.10 Unwrought aluminum, notalloyed . ........... . i e 995,909 1,306,148 1,032,873
0102.90 Bovine animals, liVe, NESI . .. ... i 798,276 862,118 1,000,004
8802.30 Airplanes and aircraft, of unladen weight over 2,000 kg but not over 15,000 kg ............. 688,044 588,733 996,569
8517.90 Parts of telephonic or telegraphic apparatus .. ...t 570,314 585,788 902,454
2716.00 Electrical @nergy .. .. ... 960,328 855,698 901,670
Total Of ItEMS SNOWN . . . oo 70,605,403 76,650,055 84,089,244
TOtal OtNEr .o 58,147,832 68,231,827 72,209,358
Total all cCOmMMOMItIES . . ..o o e e 128,753,235 144,881,881 156,298,602

1 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.

2 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.

3 Special “Census Use Only” reporting number estimating low-valued imports.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-4
U.S. merchandise trade with the European Union, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... 4,047,790 4,647,714 4,745,961
1 Beverages and tobacCo . ... ... .. 2,701,340 2,777,735 2,575,617
2 Crude materials, inedible, exceptfuels . .. ........ . i 5,699,411 7,805,881 7,049,765
3 Mineral fuels, lubricants and related materials .............. .t 1,939,684 2,520,936 2,697,421
4 Animal and vegetable oils, fatsand waxes .............. . i 248,073 290,816 260,594
5 Chemicals and related products, NESI. ... ...ttt i 12,867,710 14,897,383 15,018,280
6 Manufactured goods classified chiefly by material ............ ... ... . .. . . 5,915,381 7,950,361 7,864,553
7 Machinery and transport eqUIPMENT . .. ... ot 49,034,079 55,281,021 57,328,374
8 Miscellaneous manufactured articles ... .......... i e 12,974,630 14,573,830 15,106,614
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... .. 5,884,876 5,570,285 7,072,131
Total all cOMMOAITIES . . ... o e 101,312,973 116,315,962 119,719,310
U.S. imports
0 Food and live animals . . ... ... 2,568,761 2,692,243 2,860,308
1 Beverages and t0bacCo . ... ... 2,823,439 3,093,861 3,474,811
2 Crude materials, inedible, exceptfuels ... ... ... . i 1,245,292 1,366,382 1,350,670
3 Mineral fuels, lubricants and related materials .......... ... ... i 4,962,892 3,703,626 4,254,085
4 Animal and vegetable oils, fats and waxes ............. .. 271,884 353,750 461,232
5 Chemicals and related products, NESI . ...t 13,573,819 16,259,157 19,085,053
6 Manufactured goods classified chiefly by material ........... ... .. ... ... ... ... . . ... 18,239,303 19,008,897 20,026,561
7 Machinery and transport eqUIPMENT . . ... o 51,619,832 59,361,285 62,442,613
8 Miscellaneous manufactured articles . ........... .. 16,669,193 18,850,594 20,389,556
9 Commodities and transactions not classified elsewhere inSITC ............. ... ......... 5,669,962 6,145,518 7,109,629
Total all cOMMOAItIES . . ...t 117,644,377 130,835,313 141,454,518

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-5
Leading exports of the European Union, by  Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
8473.30 Parts and accessories for automated data processing machinesand units ................. 14,861,526 16,217,129 6,566,543
8802.40 Airplanes and other aircraft, of an unladen weight exceeding 15,000kg ................... 4.911,241 3,675,047 3,927,581
8803.30 Parts of airplanes or helicopters, Nesi . ... ... ... 2,753,071 3,157,807 3,533,272
9880.002 Estimated “low value” shipments .. ... e 2,538,529 2,937,221 3,097,566
7108.12 Nonmonetary gold (including gold plated with platinum), unwrought, excluding powder ... ... 1,937,506 1,211,941 2,426,527
1201.00 Soybeans, whether or not broken .. ... . 1,582,530 2,006,425 2,348,784
8708.99 Parts and accessories of motor vehicles, NeSi . ... 1,603,684 2,342,959 2,345,029
8471.49 Other digital automated data processing machines, entered in the form of systems ......... 3) 3) 2,137,038
8411.91 Parts for turbojets and turbopropellers . ... 1,768,375 1,860,525 2,050,435
8471.80 Other units of automated data processingmachines ..., 4) 4) 1,912,643
2701.12 Bituminous coal, whether or not pulverized, but not agglomerated ........................ 1,315,137 1,739,033 1,745,058
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston
engine, cylinder capacity over 1,500 but not over 3,000 CC ............ccoiiiiiiiii... 1,255,661 1,092,091 1,514,978
8542.13 Metal 0Xide SEMICONAUCTOTS .+« « o v v e e e e e e e e e e e e e e 5) 5) 1,391,811
2402.20 Cigarettes containing tobacCo . ... ... it e e 1,738,660 1,711,912 1,329,419
9018.90 Medical, surgical, dental or veterinary sciences instruments, appliances, and parts, nesi .... 871,674 905,086 1,057,761
3822.00 Composite diagnostic or laboratory reagents, except pharmaceuticals .................... 729,550 888,130 980,463
8479.89 Machines and mechanical appliances having individual functions, nesi .. .................. 6526,259 6877,150 805,617
8802.30 Airplanes and aircraft, of an unladen weight over 2,000 kg but not over 15,000kg .......... 376,322 128,028 750,933
9018.19 Electro-diagnostic apparatus nesi, and parts etC.. ..............c.ovurinriirienneannenn.. 7665,209 7795,988 742,264
8471.70 Magpnetic disk drive storage units diameter exceeding 21 cm ................ciiiiii.... 8) 8) 742,041
2303.10 Residues of starch mfr and similarresidues .............. . i 695,309 690,478 690,102
9018.39 Medical needles, nesi, catheters etc. and parts etC. .............c.ooiiiiiiiinnnnnn. 417,888 479,853 625,393
8411.12 Turbojets of a thrust exceeding 25 KN .. ... ... 1,377,563 638,551 619,574
2401.20 Tobacco, partly or wholly stemmed or stripped . ... e 441,884 540,957 610,060
8411.99 Gas turbine Parts, NESI .. ... o 505,189 552,822 605,805
Total Of IteMS SHOWN . ... 32,872,767 34,449,132 44,556,696
Total OtNEr . ..o 68,440,206 81,866,830 75,162,614
Total all commMOdItiES . .. ..ot 101,312,973 116,315,962 119,719,310

1 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

2 Special “Census Use Only” reporting number estimating low-valued exports.

3 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.
4 Prior to 1996, exports reported under Schedule B 8471.99 part.

5 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

6 Prior to 1996, products now reported under Schedule B 8479.50 were covered by 8479.89.90.40 in 1994 and 8479.89.95.40 in 1995. Trade data were

adjusted to insure consistency
of reporting.
7 Prior to 1996, exports under this item included products now reported elsewhere.
8 Prior to 1996, exports reported under Schedule B 8471.93 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-6

Leading imports from the European Union, by

HTS items, 1994-96
(1,000 dollars)

HTS
No. Description 1994 1995 1996
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine, over 1,500 but N0t over 3,000 CC . ... oottt et 4,411,539 5,766,953 6,300,869
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine, cylinder capacity over 3,000 CC .. ........uuiiiirii i 5,019,476 5,771,437 6,242,758
9801.00 U.S. articles exported and returned, not advanced or improved in condition; animals

exported OF retUrNEd . . ... .. e e e e 4,048,646 4,139,393 4,959,995
2710.00 Petroleum oils and oils obtained from bituminous minerals, other than crude. .............. 2,008,864 1,253,320 2,476,395
8411.91 Parts for turbojets and turbopropellers . ... ... 1,642,464 1,804,395 2,268,191
8542.13 Metal oxide SEMICONAUCTIONS . . . . v v v vt e e e e e e e e e e e e e 1 1 1,692,771
7102.39 Nonindustrial diamonds, NESI . .. .. ..ot 1,329,293 1,352,182 1,501,938
8473.30 Parts and accessories of automated data processing machines and units ................. 1,287,8672 1,795,8472 1,473,023
2709.00 Petroleum oils and oils obtained from bituminous minerals, crude ........................ 2,763,264 2,261,093 1,462,831
9999.953 Estimated “low value” shipments . . . ... ... 1,154,195 1,285,327 1,378,694
9701.10 Paintings, drawing and pastels, executed entirely by hand, framed or not framed ........... 1,024,540 1,213,840 1,331,901
3004.90 Certain medicaments put up in measured doses or in forms or packings for retail

SAlE, MBS . .ottt 958,358 944,141 1,311,324
7113.19 Articles of jewelry and parts thereof, of precious metal (excluding silver) .................. 1,289,199 1,282,348 1,310,687
8803.30 Parts of airplanes or helicopters, NeSI . ... .. e 1,067,423 1,061,887 1,277,437
8708.99 Parts and accessories of motor-vehicles, Nesi ...........c.o i 1,070,245 1,106,516 1,177,007
8411.12 Turbojets of a thrust exceeding 25 KN . .. ... 2,207,676 1,111,990 1,154,345
8802.40 Airplanes and other aircraft, of an unladen weight exceeding 15,000kg ................... 1,479,997 1,370,524 1,133,982
2934.90 Heterocyclic COMPOUNAS NEST . ..ot e e e e e 293,124 728,793 1,098,064
8802.30 Airplane and aircraft, of an unladen weight over 2,000 kg but not over 15,000kg ........... 1,126,029 967,825 1,069,409
2204.21 Wine nesi of fresh grapes or fortified wine, in containers not over 2 liters .................. 614,479 695,222 838,615
8471.70 Magnetic disk drive storage units diameter exceeding 21 cm ..., ) ) 816,556
8471.80 Other units of automated data processingmachines .............. ... 5 5 812,560
6403.99 Footwear, outer sole of rubber, plastics, or leather and leather upper,nesi ................. 548,880 652,373 771,720
6403.59 Footwear, outer sole and upper of leather,nesi .......... ... ... . . i, 568,993 631,352 742,413
2203.00 Beermade from malt . ... ... 609,577 673,532 735,128

Total Of IteMS SHOWN . ... 36,524,128 37,870,289 45,338,612

TOtal T .. 81,120,249 92,965,024 96,115,906

Total all commOMItIES . . . ..ot e e 117,644,377 130,835,313 141,454,518

1 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.

2 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.

3 Special "Census Use Only” reporting number estimating low-valued imports.
4 Prior to 1996, imports reported under HTS 8471.93 part.
5 Prior to 1996, imports reported under HTS 8471.99 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-7
U.S. merchandise trade with Japan, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... 8,908,032 10,397,196 10,795,879
1 Beverages and tobacCo . ... ... .. 2,181,149 2,182,517 2,051,428
2 Crude materials, inedible, exceptfuels . .. ........ . i 6,019,942 6,912,015 6,308,149
3 Mineral fuels, lubricants and related materials .............. .t 861,992 971,920 1,107,921
4 Animal and vegetable oils, fatsand waxes .............. . i 104,719 119,791 114,567
5 Chemicals and related products, NESI ... ...t 5,201,033 6,023,907 5,769,207
6 Manufactured goods classified chiefly by material ............ ... ... . .. . . 2,920,846 3,776,236 3,758,885
7 Machinery and transport eqUIPMENT . .. ... ot 17,443,971 21,600,126 23,466,945
8 Miscellaneous manufactured articles ... .......... i e 6,395,686 7,722,469 9,015,383
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... ... .. 1,024,059 1,255,366 1,196,440
Total all commOdIties . .. ... 51,061,430 60,961,543 63,584,804
U.S. imports
0 Food and live animals . . ... ... e 318,456 298,413 279,857
1 Beverages and tobacCo . ...... ... .. 32,014 32,722 34,428
2 Crude materials, inedible, exceptfuels . ... ... ... i 205,034 222,763 211,687
3 Mineral fuels, lubricants and related materials ........... .. .. i 203,350 226,802 180,145
4 Animal and vegetable oils, fats and waxes ............ .. 19,252 19,649 19,222
5 Chemicals and related products, NESI . ...t 4,181,354 5,091,865 5,575,384
6 Manufactured goods classified chiefly by material ............ ... ... ... ... ... . 6,875,872 6,901,462 6,768,200
7 Machinery and transport eqUIpPMENt . ... ..o . 93,764,696 97,353,374 89,143,404
8 Miscellaneous manufactured articles . ........... .. 10,123,786 10,337,852 10,385,310
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... ... ...... 1,807,781 1,917,376 2,164,619
Total all coMMOAItIES . . ...t 117,531,595 122,402,280 114,762,256

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-8
Leading exports to Japan, by  Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
1005.90 Corn (maize), other than seed COrN ... ... i e 1,352,186 1,905,821 2,454,811
8473.30 Parts and accessories for automated data processing machinesand units ................. 171,331,012 11,634,852 1,927,463
4403.20 Coniferous wood in the rough, nottreated . ....... ... .. ... . . i 1,728,365 1,668,956 1,640,238
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston

engine, cylinder capacity over 1,500 not over 3,000 CC . .. ... vii it i e 1,247,148 2,059,662 1,604,034
2402.20 Cigarettes containing tobACCO . .. ... ...ttt 1,428,168 1,467,013 1,523,004
8802.40 Airplanes and other aircraft, of an unladen weight exceeding 15,000kg ................... 2,156,829 1,496,438 1,375,657
8542.13 Metal oxide SeMICONAUCIOTS . . . ...\ '\ttt ettt e e e e e e e e ® ® 1,265,932
8803.30 Parts of airplanes or helicopters, NeSi . ... ... e 826,860 958,177 1,143,732
1201.00 Soybeans, whether or Not broken .. ... .. . 837,694 983,029 1,142,637
8479.89 Machinery and mechanical appliances having individual functions, nesi ................... 3441,117 3762,846 876,988
8471.49 Other digital automated data processing machines, entered in the form of systems ......... ) % 838,537
0201.30 Meat of bovine animals, boneless, freshorchilled ............. ... ... ... 620,441 911,976 763,590
9880.00° Estimated “low value” shipments .. ... 577,367 698,087 745,691
8529.90 Parts, except antenna, for transmission, radar, radio, television, etc.,nesi ................. 414,351 722,640 735,428
8471.80 Other units of automated data processingmachines .............. ... ®) Q) 656,381
4407.10 Coniferous wood sawn, sliced etc, over6 mmthick ............ ... .. ... 626,745 620,084 651,846
1001.90 Wheat and meslin, excluding durumwheat . .......... .. i 573,514 511,099 644,957
0202.30 Meat of bovine animals, boneless, frozen ........... ... .. 640,307 663,563 633,658
8471.50 Digital Processing UNItS, NESI ... ... iut ittt et e e e ) ) 607,563
8708.99 Parts and accessories of motor vehicles, Nesi ...........c. i 236,540 380,247 556,841
2844.20 Uranium enriched in U235 plutonium and their compounds, etc .......................... 683,183 606,579 554,280
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston

engine, cylinder capacity over 3,000 CC. . ... ...ttt e 543,773 587,147 536,320
2701.12 Bituminous coal, whether or not pulverized, but not agglomerated ........................ 391,048 461,280 414,650
9018.90 Medical, surgical, dental or veterinary sciences instruments, appliances, and parts, nesi .... 282,877 396,679 405,668
0203.19 Meat of swine, nesi, freshorchilled . ......... . ... . e 204,913 344,482 375,249

Total of IteMS ShOWN . ... e 17,144,439 19,840,658 24,075,153

Total Other . . 33,916,991 41,120,885 39,509,651

Total all commMOAItIES . .. ..o 51,061,430 60,961,543 63,584,804

1 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

2 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

3 Prior to 1996, products now reported under Schedule B 8479.50 were covered by 8479.89.90.40 in 1994 and 8479.89.95.40 in 1995. Trade data were
adjusted to insure consistency of reporting.

4 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.

5 Special “Census Use Only” reporting number estimating low-valued exports.

6 Prior to 1996, exports reported under Schedule B 8471.99 part.

7 Prior to 1996, exports reported under Schedule B 8471.91 part.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-9

Leading imports from Japan, by ~ HTS number, 1994-96

(1,000 dollars)

HTS
No. Description 1994 1995 1996
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating
piston engine, over 1,500 butnot over 3,000 CC .. ..ottt 24,542,425 22,551,851 19,189,833
8542.13 Metal oxide SEMICONAUCIONS . . . ...\ttt e et et e e e e e O] O] 6,174,903
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating
piston engine, cylinder capacity over 3,000 CC ..ottt 3,201,129 3,618,119 6,101,828
8473.30 Parts and accessories for automated data processing machinesand units ............... 24,269,503 24,558,014 4,375,585
8471.60 Input or output units of automated data processing machines .......................... ® ® 4,233,546
8471.70 Magnetic disk drive storage units diameter exceeding2lcm .............. ... o) ) 3,370,690
8525.40 Still image video cameras and other video camerarecorders .............. ... ..., 5 5 1,712,237
8708.99 Parts and accessories of motor-vehicles, NeSi . ........... i 1,528,375 1,552,817 1,475,146
9009.12 Electrostatic photocopying apparatus, operating by reproducing the original image
via an intermediate onto the copy (indireCt process) ............ouuiiiniiiiinneenn.. 1,413,737 1,570,281 1,376,542
9801.00 U.S. articles exported and returned, not advanced or improved in condition; animals
exported Or retUrNed . . ... ...t et e 970,660 1,033,807 1,322,975
9504.10 Video games used with television receiver and parts and accessories .................. 1,064,236 780,642 1,224,379
8479.89 Machines and mechanical appliances having individual functions, nesi .................. 6719,623 6949,858 1,016,430
9009.90 Parts and accessories of photocopying apparatus . ...t 1,114,339 1,010,942 948,755
8521.10 Magnetic tape-type video recording or reproducing apparatus . ...............c.oooaenn. 995,236 907,558 811,372
8409.91 Spark-ignition internal-combustion piston engine parts, nesi ........... ... ... ... 707,505 728,457 777,974
8703.22 Passenger motor vehicles with spark-ignition internal-combustion reciprocating
piston engine over 1,000 but not over 1,500 CC .. .....oiiii i e 1,742,785 1,634,530 771,448
9999.957 Estimated “low value” shipments . . ... ... 786,281 828,004 759,186
8517.90 Parts of telephonic or telegraphic apparatus . ............c. i 525,969 745,595 750,504
8803.30 Parts of airplanes or helicopters, Nesi ............o it e 430,063 465,370 739,935
8471.49 Other automated data processing machines, entered in the form of systems ............. 8 8 704,514
9102.11 Wrist watches, battery, mechanical display, base metal ............................... 617,719 627,007 653,728
8708.40 Gear boxes for motor vehicles . ... ... 670,576 742,415 650,966
8708.29 Parts and accessories of bodies of motor vehicles, nesi . ............ ... ... 651,644 662,772 633,049
8457.10 Machining centers for working metal ............ .. . . . e 379,977 506,832 586,973
8542.90 Parts for electronic integrated circuits and microassemblies ........................... 413,404 636,718 570,933
Total Oof ItEMS SNOWN . ..o 46,745,186 46,111,587 60,933,433
TOtal OtNET . . oo 70,786,409 76,290,693 53,828,823
Total all commOdIties . .. ... oo 117,531,595 122,402,280 114,762,256
1 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.
2 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.
Prior to 1996, imports reported under HTS 8471.92 part.
4 Prior to 1996, imports reported under HTS 8471.93 part.
5 Prior to 1996, imports reported under HTS 8525.30.90 part.
6 Prior to 1996, products now reported under HTS 8479.50 were covered by 8479.89.95.40. Trade data were adjusted to insure consistency of
reporting.

7 Special “Census Use Only” reporting number estimating low-valued imports.
8 Prior to 1996, imports reported under HTS 8471.91 part, .92 part, .93 part, and .99 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-10
U.S. merchandise trade with Mexico, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... ... 3,173,114 2,138,786 3,547,511
1 Beverages and tobacCo . ... ... 170,436 73,805 67,654
2 Crude materials, inedible, exceptfuels ... ...... ... i 2,088,369 2,100,857 2,455,237
3 Mineral fuels, lubricants and related materials .............. .t 1,009,634 1,275,450 1,504,694
4 Animal and vegetable oils, fats and waxes ............. .. i 244,283 362,045 322,546
5 Chemicals and related products, NESI ... ...t e 4,359,814 4,211,068 5,062,163
6 Manufactured goods classified chiefly by material ........ ... ... .. ... . ... ... ... 6,679,912 6,426,529 8,049,697
7 Machinery and transport eqUIPMENT . .. ... ot 22,840,998 20,068,705 25,080,540
8 Miscellaneous manufactured articles ... .......... . 6,344,476 5,437,018 6,316,266
9 Commodities and transactions not classified elsewhere in SITC ............. ... .. ... .. 2,225,009 1,936,892 2,279,557
Total all cOMMOAITIES . .. ..o 49,136,046 44,031,155 54,685,865
U.S. imports
0 Food and live animals . . ... ... 2,862,953 3,828,492 3,650,835
1 Beverages and t0bhacCo . ... ... 332,884 400,955 528,479
2 Crude materials, inedible, exceptfuels ... ... ... . i 774,197 1,093,025 961,686
3 Mineral fuels, lubricants and related materials .......... ... ... i 4,975,874 6,012,906 8,024,077
4 Animal and vegetable oils, fats and waxes ............ .. 10,434 18,845 22,813
5 Chemicals and related products, NESI . ... ...t 1,022,243 1,299,219 1,578,881
6 Manufactured goods classified chiefly by material ........... ... ... ... ... .. ... ... . ..., 3,582,623 4,919,612 5,628,895
7 Machinery and transport eqUIPMENT . ... .. o 26,480,892 33,208,578 40,596,350
8 Miscellaneous manufactured articles . ........... .. e 6,543,989 8,329,981 10,237,485
9 Commodities and transactions not classified elsewhere inSITC ............. .. .. ......... 2,019,170 2,609,387 2,949,618
Total all commMOdItiES . .. ... 48,605,259 61,721,000 74,179,119

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-11
Leading exports to Mexico, by  Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
9880.001 Estimated “low value” sShipments .. ... ... 1,756,361 1,624,591 1,951,768
8708.99 Parts and accessories of motor vehicles, Nesi . ........... .. 1,775,818 1,605,286 1,868,127
1005.90 Corn (maize), other than seed COrN ... ... . e 345,189 364,450 1,011,698
8708.29 Parts and accessories of bodies (including cabs) of motor vehicles, nesi .................. 1,498,549 1,350,015 1,007,352
2710.00 Petroleum and oils obtained from bituminous minerals, otherthancrude . ................. 689,668 764,615 988,223
8540.11 Cathode-ray television picture tubes, color, including monitors. ........................... 471,568 567,622 917,180
3926.90 Articles Of PlastiCs, NESI ... ..t 664,476 656,829 880,137
1201.00 Soybeans, whether or NOt broken . ... ... 536,717 485,346 858,812
8473.30 Parts and accessories for automated data processing machinesand units ................. 2631,536 2599,517 834,572
8538.90 Parts for electrical apparatus for electrical circuits; for electrical controlnesi ............... 368,575 447 577 697,303
8544.30 Insulated ignition wiring sets for vehicles, ships oraircraft ............ ... ... ... ... ..... 719,065 557,949 685,678
8703.24 Passenger motor vehicles with spark-ignition internal-comb reciprocating piston
engine, cylinder capacity over 3,000 CC . . ... cu ittt 354,163 179,264 590,874
8542.30 Other monolithic integrated CIrCUILS . . .. .. ...\ttt e e ® ® 566,752
7326.90 Articles Of iron OF StEEI NESI .. .. v it e e e e e 303,940 385,506 536,455
8534.00 PriNted CIrCUILS .. .ot e e e e 192,632 426,788 528,647
8536.90 Electrical apparatus for switching or protecting electrical circuits, nesi ..................... 368,833 493,976 522,885
8542.40 Hybrid integrated CIrCUILS ... ... ... ... .ttt e e e * ) 494,690
4819.10 Cartons, boxes and cases corrugated paper and paperboard ............... ... ... ... .. 364,681 442,815 471,489
8504.90 Parts for electric transformers, static converters, and inductors .. ......................... 5514,832 5543,527 442,410
9401.90 Parts of seats (except medical, barber, dental, etc.) ....... ... ... .. . L 402,683 427,819 442,382
7318.15 Threaded screws and bolts nesi of ironorsteel .......... .. ... ... 196,799 245,759 422,776
8409.91 Parts for spark-ignition internal-combustion piston engines, nesi ......................... 284,232 387,374 392,166
8503.00 Parts of electric motors, generators and SetS . ......... ...t 311,522 302,755 390,693
8529.90 Parts, nesi, for radar, radio, televison, etc. transmission, exceptantennas ................. 487,175 571,486 340,256
8471.50 Digital processing UNItS, NESI . .. ...\ uvt ittt e e ettt ®) Q) 337,634
Total Of IteMS SHOWN . ... 13,239,015 13,430,867 18,180,959
Total OtNEr . ..o 35,897,031 31,449,910 36,504,906
Total all commMOdItiES . .. ..o 49,136,046 44,880,776 54,685,865

1 Special “Census Use Only” reporting number estimating low-valued exports.

2 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

3 Prior to 1996, exports reported under Schedule B 8542.11part, .19 part, .20 part, and .80 part.
4 Prior to 1996, exports reported under Schedule B 8542.20 part.

5 Prior to 1996, products now reported under this item, also were reported under Schedule B 8473.30 part.

6 Prior to 1996, exports reported under Schedule B 8471.91 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-12
Leading imports from Mexico, by  HTS items, 1994-96

(1,000 dollars)

HTS
No. Description 1994 1995 1996
2709.00 Petroleum oils and oils obtained from bituminous minerals, crude ........................ 4,594,008 5,681,586 7,032,759
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine, over 1,500 but not over 3,000 CC .. ... ..iii it 4,054,241 5,478,466 5,972,387
8544.30 Insulated ignition wiring sets and other wiring sets of a kind used in vehicles, aircraft

OF SNIPS oot 2,504,442 2,717,792 3,013,814
8528.12 Incomplete or unfinished color reception apparatus for televisions ........................ @& @® 2,725,954
8703.24 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine, cylinder capacity over 3,000 CC ... .. ..ottt 934,475 871,675 2,267,745
8704.31 Motor vehicles for transporting goods, with spark-ignition internal-combustion

piston engine, gross vehicle weight not exceeding5mt ............ ... ... .. ... 523,216 1,297,014 2,176,852
9801.00 U.S. articles exported and returned, not advanced or improved in condition;

animals exported or returned . . ... ... ot 1,471,917 1,923,081 2,043,373
8407.34 Reciprocating spark-ignition piston engines, of a cylinder capacity over 1,000cc ........... 561,675 1,275,846 1,372,663
8525.10 Transmission apparatus for radio or television ............ ... .. i 528,632 806,657 1,081,821
8471.30 Portable digital automated data processing machines not exceeding 10 kg, with at

least a CPU, keyboard and display . .............ouiiuiiint o ® ® 1,034,153
8527.21 Radiobroadcast receivers for motor vehicles ......... .. ... . . 474,496 918,188 1,005,551
9401.90 Parts of seats (except medical, barber, dental, etc.) .......... ... .. .. ..., 721,486 765,097 938,360
8473.30 Parts and accessories for automated data processing machinesand units ................. 3587,567 3810,082 924,133
8704.21 Trucks, nesi, diesel engine, gross vehicle weight not exceeding5mt ..................... 119,864 466,836 818,695
8529.90 Parts, except antenna, for transmission, radar, radio, television, etc., nesi ................. 807,396 874,170 782,156
8708.99 Parts and accessories of motor-vehicles, NeSi ...........c. i 488,672 680,803 774,685
6203.42 Men’s or boys’ trousers, bib and brace overalls, breeches and shorts, not knitted or

crocheted, Of COttON ... ... . 371,952 593,094 745,376
8708.21 Safety seat belts for motor vehicles . ... 881,559 646,788 702,186
8471.60 Input or output units for automated data processing machines ........................... * * 601,535
0702.00 Tomatoes, fresh or chilled . . ... . e e e e 315,448 406,081 580,349
9999.95° Estimated “low value” shipments . . . ... 343,085 425,357 498,012
8504.40 SHALIC CONVEITEIS .. ..ottt et et ettt e e e e e e e e e e e e e 6322,380 6388,721 480,035
8415.90 Parts, nesi, of air conditioning machines ............ .. .. . i 240,347 315,754 478,880
0901.11 Coffee, not roasted, not decaffeinated .......... ... i 267,474 508,372 472,674
6204.62 Women's or girls’ trousers, bib and brace overalls, breeches and shorts, not knitted or

crocheted, Of COttON . ... i e e e 220,493 330,493 451,217

Total Of ItEBMS SNOWN . ..o e 21,334,826 28,181,955 38,975,364

Total Other ... 27,270,433 33,539,045 35,203,755

Total all comMmMOAItIES . .. ..o 48,605,259 61,721,000 74,179,119

1 Prior to 1996, imports reported under HTS 8528.10 part.

2 Prior to 1996, imports reported under HTS 8471.20 part.

3 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.
4 Prior to 1996, imports reported under HTS 8471.92 part.

5 Special “Census Use Only” reporting number estimating low-valued imports.

6 Prior to 1996, products now reported under this item, were reported under HTS 8471.99.32 and .34. Trade data were adjusted to reflect this

coverage.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-13
U.S. merchandise trade with China, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... . 273,038 1,305,359 769,631
1 Beverages and tobacCo . ... ... 6,388 8,582 3,173
2 Crude materials, inedible, exceptfuels ... ........ . i 1,151,459 1,674,633 1,871,381
3 Mineral fuels, lubricants and related materials .............. .t 61,123 25,287 67,587
4 Animal and vegetable oils, fatsand waxes ............. .. i 134,790 395,186 113,629
5 Chemicals and related products, NESI ... ...ttt 1,505,270 2,008,017 1,722,182
6 Manufactured goods classified chiefly by material ......... ... ... ... ... . oo 402,371 662,385 783,853
7 Machinery and transport eqUIPMENT . . ... ot 5,050,630 4,747,820 5,464,882
8 Miscellaneous manufactured articles . ............ i 480,407 633,556 847,386
9 Commodities and transactions not classified elsewhere in SITC ............... ... ... .. 112,408 151,721 157,540
Total all cOMMOAITIES . . ... o e 9,177,884 11,612,547 11,801,243
U.S. imports
0 Food and live animals . . ... ... 529,927 594,807 655,224
1 Beverages and t0bhacCo . ... ... 13,409 11,753 15,168
2 Crude materials, inedible, exceptfuels ... ... ... ... i 248,685 332,770 376,751
3 Mineral fuels, lubricants and related materials ............ ... i 373,499 430,685 462,465
4 Animal and vegetable oils, fats and waxes ............. .. 3,111 2,537 7,549
5 Chemicals and related products, NESI . ...t 740,668 893,699 1,077,181
6 Manufactured goods classified chiefly by material ........... ... ... ... ... .. ... ... . ... 3,318,280 4,234,204 4,548,265
7 Machinery and transport eqUIPMENT . . ... o 8,905,939 11,879,776 13,813,261
8 Miscellaneous manufactured articles . ........... .. 24,131,343 26,585,800 29,819,465
9 Commodities and transactions not classified elsewhere inSITC ............. .. .. ......... 307,636 403,953 434,046
Total all commMOdItiES . .. ... 38,572,496 45,369,985 51,209,376

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-14

Leading exports to China, by  Schedule B number, 1994-96

(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
8802.40 Airplanes and other aircraft, of an unladen weight exceeding 15,000kg ................... 1,657,606 870,672 1,310,778
3100.001 Y ] =Y 944,121 1,204,154 891,052
5201.00 Cotton, not carded or COMBEd . ... ... it e 644,986 828,811 727,497
1001.90 Wheat and meslin, excluding durumwheat . .......... ... . 166,228 506,093 426,381
1201.00 Soybeans, whether or NOt broken . .. .. ... 8,645 50,657 414,476
8803.30 Parts of airplanes or helicopters, NeSI ... .. ... i e 121,040 104,712 166,991
8529.90 Parts nesi for transmission, radar, radio, television, etc., excluding antennas ............... 110,060 15,663 157,737
8525.20 Transmission apparatus incorporating reception apparatus .. .............c.c.oueuueennaen.. 2195,722 2144972 144,873
8479.89 Machines and mechanical appliances having individual functions, nesi .................... 387,477 3114,598 136,439
8802.60 Spacecraft including satellites spacecraft launch vehicles ............................... 464,864 4133,790 121,674
8517.90 Parts of telephonic or telegraphic apparatus . .. .......... it 116,934 162,208 120,077
2304.00 Soybean oilcake and other solid residue, whether or notground ......................... 0 0 116,700
8431.39 Parts for lifting, handling, loading or unloading machinesnesi ................ ... ... ...... 39,652 69,160 110,360
9504.90 Game machines except coin-operated; board games; mah-jong; dominoes; dice ........... 5,127 58,357 109,586
8523.20 Unrecorded magnetic diSCS ... ... ut ittt e 4,589 23,364 102,477
4804.11 Kraftliner, uncoated unbleached inrollsorsheets ............ ... ... 84,146 51,754 102,362
1507.10 Soybean oil and fractions, crude, whether or notdegummed ............................. 104,192 298,680 99,135
4101.21 Whole raw hides and skins of bovine animals, nesi, fresh or wet-salted ................... 40,082 87,590 91,569
8431.43 Parts for boring or sinking machinery, NeSi . ........... it e 76,459 68,359 85,537
3901.10 Polyethylene having a specific gravity under 0.94 . ... ... . i 16,175 94,278 85,344
4703.21 Chemical woodpulp, soda, or sulfate, other than dissolving grades, semi-bleached
and bleached coniferous Wood .. ........... it 23,584 55,831 82,917
8471.49 Other digital automated data processing machines, entered in the form of systems ......... ® ® 76,641
5502.00 Artificial fillament tOW ... ..o 50,667 114,768 76,357
9880.006 Estimated “low value” sShipments .. ... e 52,332 73,743 73,117
9801.10 Value of repaired or altered articles previous imported ............ ... ... 40,380 63,493 69,422
Total Of IteMS SHOWN . ... 4,655,070 5,395,705 5,899,500
Total OthEr . .. 4,522,815 6,216,842 5,901,743
Total all commMOdItIES . .. ..o 9,177,884 11,612,547 11,801,243

1 Special “Census Use Only” reporting number aggregating certain fertilizer products to prevent disclosure.

2 Prior to 1996, products now reported under Schedule B 8517.11 were covered by 8525.20.50. Trade data were adjusted to insure consistency of

reporting.

3 Prior to 1996, products now reported under Schedule B 8479.50 were covered by 8479.89.90.40 in 1994 and 8479.89.95.40 in 1995. Trade data were
adjusted to insure consistency of reporting.

4 Prior to 1996, exports reported under Schedule B 8802.50.

5 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.

6 Special “Census Use Only” reporting number estimating low-valued exports.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-15

Leading imports from China, by ~ HTS number, 1994-96

(1,000 dollars)

HTS
No. Description 1994 1995 1996
6403.99 Footwear not covering the ankles, with outer soles of rubber or plastics or composition
leather and uppers of leather . ... ... 1,571,605 1,856,584 2,122,236
6402.99 Footwear with outer soles and upper of rubber or plastics, nesi .......................... 1,149,805 1,292,246 1,472,666
9503.90 Other toys and models, NeSi .. ... ... 1,019,753 1,227,590 1,436,373
8473.30 Parts and accessories for automated data processing machinesand units ................. 1561,900 974,800 1,351,827
9502.10 Dolls representing only human beings and parts and accessories thereof, whether or
NOL ArESSEA . .ottt 600,005 794,796 998,797
9503.41 Stuffed toys representing animals or non-human creatures and parts and accessories ...... 616,054 735,428 994,784
6403.91 Footwear, covering the ankles, with outer soles of rubber, plastics or composition
leather and uppers of leather .. ... .. 901,211 915,444 953,078
9505.10 Atrticles for Christmas festivities and parts and accessories thereof ....................... 538,512 715,175 755,140
8427.13 Other radiobroadcast apparatus combined with sound recording or reproducing
APPATALUS .o ot v ettt e e e e ® ® 693,448
8471.60 Input or output units for automated data processing machines ............... ... ... ...... 3 3 674,960
4203.10 Articles of apparel of leather or composition leather ......... ... ... ... .. ... ... ... . ... 656,368 603,023 600,275
6110.90 Sweaters, pullovers, sweatshirts, waistcoats (vests) and similar articles, knitted
or crocheted, of textile materials, NeSi ............ .. 758,095 547,383 599,558
8471.70 Magnetic disk drive storage units diameter exceeding 21 cm .............c. i, * Q) 580,485
4202.92 Trunks, cases, bags and similar containers, with outer surface of plastic sheeting or of
textile materials ... ... ... 497,494 548,358 565,907
3926.90 Atrticles of plastics and articles of other materials of headings 3901 to 3914, nesi .......... 429,205 512,838 550,345
9503.49 Toys representing animal and nonhuman creatures and parts and accessories ............. 338,352 378,643 529,105
6402.91 Footwear covering the ankle, with outer soles and uppers of rubber or plastics,
excluding waterproof fOOtwWear . . ... ..o i e 547,584 544,490 516,885
8517.11 Line telephone sets with cordless handsets ................oviiiiiiiiieiieinann.. 5565,215 5522,419 490,597
9503.70 Toys, put up in sets or outfits and parts and accessories, NeSi ..., 293,055 347,603 442,619
9504.90 GaMmE MAChINES . . .. 423,319 396,478 441,154
8504.40 SEALIC CONVEITELS . . v v e e e e e e e e e e e e e e e e e e e e e e 6258,986 6380,633 434,200
6702.90 Artificial flowers, foliage and fruit and parts thereof, and articles made up of artificial
flowers, foliage or fruit, of materials other than plastics .............. ... ... ... ...... 434,517 471,990 410,477
4202.22 Handbags with outer surface of plastic sheet or text materials ........................... 353,295 374,977 386,913
9503.80 Toys and models with a motor, and parts and accessories, Nesi . ............cooueuuunan.. 284,293 323,838 380,784
6404.11 Sports footwear, tennis shoes, basketball shoes, with outer soles of rubber, plastics,
or leather and uppers of textile materials . .......... ... ... i 209,984 271,484 370,570
Total Of IteMS SHOWN . ... 13,008,609 14,736,219 18,753,181
Total OtNEr ..o 25,563,888 30,633,767 32,456,195
Total all commMOAItIES . .. .ot 38,572,496 45,369,985 51,209,376
1 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.
2 Prior to 1996, imports reported under HTS 8527.11 part.
3 Prior to 1996, imports reported under HTS 8471.92 part.
4 Prior to 1996, imports reported under HTS 8471.93 part.
5 Prior to 1996, products now reported under this item, were reported under HTS 8425.20.50.
6 Prior to 1996, products now reported under this item, were reported under HTS 8471.99.32 and .34. Trade data were adjusted to reflect this
coverage.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-16
U.S. merchandise trade with Taiwan, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... 1,363,145 1,559,987 1,888,389
1 Beverages and tobacCo . ... ... . 146,291 127,356 122,744
2 Crude materials, inedible, exceptfuels . .. ...... ... i 1,306,015 1,665,421 1,602,357
3 Mineral fuels, lubricants and related materials .............. i 374,434 293,480 370,772
4 Animal and vegetable oils, fats and waxes ............. .. i 19,942 27,432 13,702
5 Chemicals and related products, NESI ... ...ttt e 2,430,521 2,873,580 2,307,854
6 Manufactured goods classified chiefly by material ......... ... .. ... .. .. i 937,915 1,278,447 1,067,385
7 Machinery and transport eqUIPMENT . .. ... ot 7,452,355 8,228,400 7,631,698
8 Miscellaneous manufactured articles ... .......... . e 1,343,865 1,314,096 1,444,697
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... ... .. 865,795 667,457 470,701
Total all cOMMOAITIES . .. ..o 16,240,279 18,035,656 16,920,298
U.S. imports
0 Food and live animals . . ... ... 286,335 282,413 278,041
1 Beverages and t0bhacCo . ... ... 5,942 6,163 6,305
2 Crude materials, inedible, exceptfuels . .. ... .. ... . i 98,779 114,708 105,751
3 Mineral fuels, lubricants and related materials ............ ... i 733 2,833 1,128
4 Animal and vegetable oils, fats and waxes ............. .. 2,972 3,470 3,399
5 Chemicals and related products, NESI . ...t 398,247 396,896 402,112
6 Manufactured goods classified chiefly by material ........... ... .. ... .. ... ... ... ... 3,719,700 3,781,827 3,756,175
7 Machinery and transport eqUIPMENT . .. ... o 13,941,947 16,667,647 18,032,603
8 Miscellaneous manufactured articles . ........... .. 7,779,121 7,237,730 6,736,369
9 Commodities and transactions not classified elsewhere inSITC ............. .. ... ....... 351,731 380,885 475,152
Total all commMOdItiES . .. ... 26,585,506 28,874,572 29,797,035

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-17
Leading exports to Taiwan, by  Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
1005.90 Corn (maize), other than seed COrN ... .. . i e e e 566,132 770,817 962,061
1201.00 Soybeans, whether or not broken . ... .. i 441,804 600,467 776,798
8542.13 Metal oxide SEMICONAUCIONS . . .. ...\ttt ettt e e e e e e e e e e e e O] O] 769,423
8802.40 Airplanes and other aircraft, of an unladen weight exceeding 15,000kg ................... 902,429 1,201,660 662,099
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating piston
engine, cylinder capacity over 1,500 but not over 3,000CC ..., 946,394 781,545 482,805
8479.89 Machines and mechanical appliances having individual functions, nesi .................... 2170,908 2358,161 470,327
8803.30 Parts of airplanes or helicopters, NeSi . ... ... i e 472,469 459,192 394,120
8542.30 Other monolithic integrated CIrCUILS . . .. .. ... .. ittt e ® ® 363,400
8542.14 Circuits obtained by bipolar technology ............. ... oo, * * 263,679
8473.30 Parts and accessories for automated data processing machinesand units ................. 5160,387 5230,286 248,316
8456.91 Machine tools nesi for dry etching patterns on semiconductor materials ................... 673,134 6165,622 228,526
9306.90 Bombs, grenades, torpedoes, mines, missiles, etc., and parts ........... ... ... .. ... 194,173 145,692 214,913
1001.90 Wheat and meslin, excluding durumwheat . .......... ... . 155,390 155,240 214,490
9880.007 Estimated “low value” shipments .. ... ... ... i e 198,347 219,934 213,897
2902.50 11 £= 0 T 323,741 439,550 185,261
2710.00 Petroleum oil and oils obtained from bituminous minerals, exceptcrude .................. 207,402 153,633 185,052
8471.49 Other digital automated data processing machines, entered in the form of systems ......... ® ® 176,131
4101.21 Whole raw hides and skins of bovine animals, nesi, fresh or wet-salted ................... 166,040 200,376 173,731
2903.15 1,2-dichloroethane (ethylene dichloride) . ........... . . i 103,170 108,024 157,991
8548.90 Other waste and scrap of primary cells, primary batteries, etc. ........................... 9 9 129,973
7403.11 Refined copper cathodes and sections of cathodes . ............ ... ... ... .. ... . ... 132,510 203,059 127,812
8543.11 lon implanters for doping semiconductor Materials ... ...............ueeiriinueaneninnn. Y (10 127,481
8479.90 Parts of machines and mechanical appliances having individual functions, nesi ............ 72,314 93,234 118,737
2905.31 Ethylene glycol (ethanediol) . ... ... e e 69,148 126,284 113,807
9803.20 Exports of military equipment, notidentified ......... ... ... .. .. 171,120 127,171 112,710
Total Oof IteMS SHOWN . ... 5,527,011 6,539,947 7,873,540
Total OtNEr .. 10,713,267 11,495,709 9,046,758
Total all commMOdItiES . .. ..o 16,240,279 18,035,656 16,920,298

1 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

2 Prior to 1996, products now reported under Schedule B 8479.50 were covered by 8479.89.90.40 in 1994 and 8479.89.95.40 in 1995. Trade data were
adjusted to insure consistency of reporting.

3 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

4 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

5 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

6 Prior to 1996, exports reported under Schedule B 8456.90.50.40.

7 Special “Census Use Only” reporting number estimating low-valued exports.

8 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.

9 Prior to 1996, exports reported under Schedule B 8548.00 part.

10 Prior to 1996, exports reported under Schedule B 8543.10 part.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-18

Leading imports from Taiwan, by =~ HTS number, 1994-1996

(1,000 dollars)

HTS
No. Description 1994 1995 1996
8473.30 Parts and accessories for automated data processing machinesand units ................. 12,436,566 13,536,231 3,832,695
8471.60 Automated data processing iNPut OF OULPUL UNIES . ... ..o o'ttt ettt ® ¢ 2,150,889
8542.13 Metal oxide SeMICONAUCIOTS . . . .. ..o\ttt ettt et e e e e e e e ©) ) 2,031,877
8471.30 Portable digital automated data processing machines lot exceeding 10 kg, with at least a CPU,
keyboard and display . ..............o.ii * * 984,759
8542.30 Other monolithic integrated CIrCUILS . . ... ... . .t e 5 5 565,027
8534.00 Printed CIrCUILS . .. oot e e e e e e e e e 301,267 442,414 506,159
9506.91 Gymnasium, playground or other exercise articles and equipment; parts and
ACCESSONES therEOf . .o 249,264 240,435 399,401
8504.40 SHALIC CONVEIEIS . . v v e e ettt e e e e e e e e e 6375,537 6398,082 373,709
8525.10 Transmission apparatus for radio or television ............ ... ... i 205,180 231,679 351,014
8471.80 Other units of automated data processingmachines ............ ... .. 7 7 347,292
8712.00 Bicycles and other cycles (including delivery tricycle) not motorized ...................... 322,367 373,356 320,944
6110.30 Sweaters, pullovers, sweatshirts, waistcoats (vests) and similar articles, knitted or
crocheted, of man-made fibers .. ... ... . . 339,537 327,084 298,539
7318.15 Threaded screws and bolts, of iron or steel, nesi, whether or not with their nuts or washers .. 246,342 292,388 287,754
9801.00 U.S. articles exported and returned, not advanced or improved in condition; animals
exported Or retUrNEd .. ... .t e e e 159,187 163,191 243,168
8414.51 Table, floor, wall, window, ceiling or roof fans, with a self-contained electric motor of
and output not exceeding 125 W . ... . it e 321,189 250,595 242,661
8471.70 Magnetic disk drive storage units diameter exceeding 21 cm ..., ® ® 229,545
8517.50 Other apparatus for carrier-current line systems or for digital line systems ................. 9153,900 9132,606 228,471
9403.60 Wooden furniture, other than of a kind used in the bedroom ............................. 318,134 273,797 227,416
8481.80 Taps, cocks, valves and similar appliances, Nesi .............o i 197,670 215,006 226,360
8471.49 Other automated data processing machines, entered in the form of systems ............... (29 (10 216,019
9999.9511 Estimated “low value” Shipments . . . ... ... s 183,933 200,727 211,169
9403.20 Metal furniture, other than of akind used inoffices ............ .. ... .. .. .. . i ... 261,602 234,410 208,055
7318.14 Self-tapping screws of iron or steel .. .. ... . 158,159 194,343 201,473
4202.92 Trunks, cases, bags and similar containers, with outer surface of plastic sheeting or of
textile materials ... ... ... 166,539 194,850 185,200
7318.16 NUES Of IrON OF STEEI . . .. e e e e 156,976 178,743 167,812
Total Of ItEMS SNOWN . ..o e 6,553,348 7,879,939 15,037,407
Total OtNEr ..o 20,032,158 21,994,633 14,759,629
Total all commOdIties . .. ... 26,585,506 28,874,572 29,797,035
1 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.
2 Prior to 1996, imports reported under HTS 8471.92 part.
3 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.
4 Prior to 1996, imports reported under HTS 8471.20 part.
5 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.
6 Prior to 1996, products now reported under this item, were reported under HTS 8471.99.32 and .34. Trade data were adjusted to reflect this coverage.
7 Prior to 1996, imports reported under HTS 8471.99 part.
8 Prior to 1996, imports reported under HTS 8471.93 part.
Prior to 1996, products under this HTS were reported under HTS 8517.40.

10 prior to 1996, imports reported under HTS 8471.91 part, .92 part, .93 part, and .99 part.
11 Special “Census Use Only” reporting number estimating low-valued imports.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-19
U.S. merchandise trade with Korea, by SITC nos. (revision 3), 1994-96
(1,000 dollars)

SITC
section
No. Description 1994 1995 1996
U.S. exports
0 Food and live animals . ... ... 1,137,203 2,249,909 2,490,823
1 Beverages and tobacCo . ... ... 139,373 188,052 197,183
2 Crude materials, inedible, exceptfuels . .. ...... ... i 2,466,423 3,201,465 2,645,975
3 Mineral fuels, lubricants and related materials .............. i 561,255 649,323 736,105
4 Animal and vegetable oils, fats and waxes ............. .. i 57,824 107,502 59,588
5 Chemicals and related products, NESI ... ...ttt e 1,867,528 2,602,781 2,576,711
6 Manufactured goods classified chiefly by material. .......... ... .. ... .. .. ... ... 1,021,271 1,667,959 1,454,480
7 Machinery and transport eqUIPMENT . .. ... ot 8,407,669 11,458,695 12,316,061
8 Miscellaneous manufactured articles ... .......... . e 1,532,907 1,906,648 2,245,938
9 Commodities and transactions not classified elsewhere in SITC ........... ... ... ... .. 307,677 450,615 710,541
Total all cOMMOAITIES . .. ..o 17,499,129 24,482,948 25,433,405
U.S. imports
0 Food and live animals . . ... ... 146,102 148,026 143,845
1 Beverages and t0bhacCo . ... ... 8,426 10,576 16,527
2 Crude materials, inedible, exceptfuels . .. ... .. ... . i 127,593 155,977 143,846
3 Mineral fuels, lubricants and related materials ............ ... i 149,058 134,829 93,944
4 Animal and vegetable oils, fats and waxes ............. .. 1,472 1,181 1,397
5 Chemicals and related products, NESI . ...t 364,773 438,134 494,916
6 Manufactured goods classified chiefly by material ........... ... .. ... .. ... ... ... ... 2,129,282 2,219,552 2,200,218
7 Machinery and transport eqUIPMENT . .. ... o e 11,746,617 16,485,315 15,437,528
8 Miscellaneous manufactured articles .. ......... .. 4,689,339 4,178,715 3,555,100
9 Commodities and transactions not classified elsewhere inSITC ............. .. ... ....... 184,472 253,399 444 275
Total all commMOdItiES . .. ... 19,547,134 24,025,703 22,531,596

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-20
Leading exports to South Korea, by  Schedule B number, 1994-96
(1,000 dollars)

Schedule B
No. Description 1994 1995 1996
8802.40 Airplane and other aircraft, of an unladen weight exceeding 15,000kg .................... 922,481 1,255,114 1,393,126
1005.90 Corn (maize), otherthan seed Corn . ... .. i e 251,815 1,110,315 1,259,806
8542.13 Metal oxide SEMICONAUCIONS . ... ...ttt ettt e e e et e O] O] 923,321
8479.89 Machines and mechanical appliances having individual functions, nesi .................... 2259,914 2852,306 873,948
8803.30 Parts of airplanes or helicopters, NeSi . ... ... e 654,175 737,852 643,830
8525.20 Transmission apparatus incorporating reception apparatus . .............c...uuuerunnenn 3388,104 3435,540 529,926
4101.21 Whole raw hides and skins of bovine animals, nesi, fresh orwet-salted ................... 539,079 614,210 457,249
1201.00 Soybeans, whether or Not broken . . ... ... 228,443 335,769 438,684
8542.14 Circuits obtained by bipolar technology .. ...........c.couiiiii e * * 419,652
8479.90 Parts of machinery and mechanical appliances having individual functions, nesi ............ 300,121 241,862 385,349
8473.30 Parts and accessories for automated data processing machinesand units ................. 5215,883 5275,404 365,600
7108.12 Nonmonetary gold (including gold plated with platinum), unwrought, excluding powder . ... .. 27,962 106,503 346,092
1001.90 Wheat and meslin, excluding durumwheat . ............ . 227,732 260,308 328,082
8471.49 Other digital automated data processing machines, entered in the form of systems ......... ® ® 305,280
7204.49 Ferrous waste and SCrap NESI . ... vttt ettt et et e ettt 231,656 331,702 281,587
2710.00 Petroleum oils and oils obtained from bituminous minerals, other than crude .............. 319,523 345,269 264,407
8406.90 Parts for steam and other vapor turbines . ... ... ... .. . . 107,450 178,229 263,025
5201.00 Cotton, not carded or COMbEd . ... ... . i 316,561 361,490 256,601
9880.007 Estimated “low value” shipments . .. ... . e 161,271 228,475 244,075
8708.99 Parts and accessories of motor vehicles, Nesi . ........... ... 166,936 247,798 225,418
2709.00 Crude oil from petroleum and bituminous minerals ............. ... ... ... . . .. 1,513 0 173,180
2701.12 Bituminous coal, whether or not pulverized, but not agglomerated ........................ 143,247 164,385 161,192
0202.30 Meat of bovine animals, boneless, frozen ............ i 187,047 233,199 155,447
8542.30 Other monolithic integrated CIFCUILS . . . ... ...\ttt e e e ® ® 154,148
8529.90 Parts, nesi, for radar, radio, televison, etc. transmission, exceptantennas ................. 83,917 147,109 147,848
Total Of IteMS SHOWN . ... 5,734,829 8,462,839 10,996,874
Total Other ... 11,764,300 16,020,109 14,436,531
Total all commMOItIES . .. ..o 17,499,129 24,482,948 25,433,405

1 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

2 Prior to 1996, products now reported under Schedule B 8479.50 were covered by 8479.89.90.40 in 1994 and 8479.89.95.40 in 1995. Trade data were
adjusted to insure consistency of reporting.

3 Prior to 1996, products now reported under Schedule B 8517.11 were covered by 8525.20.50. Trade data were adjusted to insure consistency of
reporting.

4 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.

5 Prior to 1996, exports under this item included products now reported under Schedule B 8473.50 part.

6 Prior to 1996, exports reported under Schedule B 8471.91 part, .92 part, .93 part, and .99 part.

7 Special “Census Use Only” reporting number estimating low-valued exports.

8 Prior to 1996, exports reported under Schedule B 8542.11 part, .19 part, .20 part, and .80 part.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-21

Leading imports from Korea, by =~ HTS number, 1995-96

(1,000 dollars)

HTS
No. Description 1994 1995 1996
8542.13 Metal oxide SEMICONAUCIONS . . ...\ttt t ettt et ettt e et et et e e ® ® 5,479,323
8473.30 Parts and accessories for automated data processing machinesand units ................. 21,183,375 22,383,535 1,940,961
8471.60 Input or output units for automated data processing machines ............... ... ... ...... ©) ® 1,487,729
8703.23 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine, over 1,500 but not over 3,000 CC . . ... oottt 772,907 1,100,581 1,259,739
8703.22 Passenger motor vehicles with spark-ignition internal-combustion reciprocating

piston engine over 1,000 but not over 1,500 CC .. ...ttt 696,204 549,750 586,827
8542.30 Other monolithic integrated CIrCUILS . . .. .. ...\ttt e et e e et e e 4 4 401,436
8516.50 Microwave ovens of a kind used for domestic purposes . ..., 390,883 399,302 385,822
9801.00 U.S. articles exported and returned, not advanced or improved in condition ................ 125,289 179,807 360,447
8521.10 Magnetic tape-type video recording or reproducing apparatus ...............c..couiiin... 604,555 561,632 272,659
8471.70 Magnetic disk drive storage units diameter exceeding 21 cm ..., ® ® 231,475
6110.30 Sweaters, pullovers, sweatshirts, waistcoats (vests) and similar articles, knitted or

crocheted, of man-made fibers ........... . 275,038 209,507 182,541
6201.93 Men’s and boys’ jackets and windbreakers of man-made fibers, not knitted or crocheted 218,313 190,379 180,870
8525.20 Transmission apparatus incorporating reception apparatus . ..............c.c.ouuerunnennn 6226,748 6382,511 176,416
8471.49 Other automated data processing machines, entered in the form of systems ............... 7 7 163,700
8523.13 Prepared unrecorded magnetic tapes or sound recording, of a width exceeding 6.5 mm .. ... 132,989 157,340 146,984
4202.92 Container bags, cases, etc. nesi, plastic/textile materials ............... ... ... ... ...... 124,330 144,139 122,080
5407.61 Other woven fabrics at least 85 percent by weight of non-textured polyester filaments .. ..... 8 8 122,002
8534.00 Printed CIrCUITS . .. . ottt et e e e e e e e e e e 58,137 89,882 119,600
7208.38 Flat-rolled products of iron or nonalloy steel in coils nesi, of a thickness of 3 mm

ormore butless than 4.75 MM ... .. i ® ® 115,737
8429.52 Self-propelled mechanical shovels and excavators, with a 360-degree revolving

SUPEISITUCTUNE . oottt ettt e e e e e e e e e 41,536 73,654 115,381
7208.39 Flat-rolled products of iron or nonalloy steel in coils nesi, of a thickness less than 3 mm .. ... 10 10 112,468
6205.30 Men'’s or boys’ shirts, not knitted or crocheted, of man-made fibers ....................... 143,742 141,738 110,212
8458.11 Numerically controlled horizontal lathes for removingmetal ............... ... ... ... ..... 31,899 75,854 104,047
8542.40 Hybrid integrated CIrCUILS ... ... ... ..ottt e e et ) 1 101,452
6403.99 Footwear not covering the ankles, with outer soles of rubber or plastics or composition

leather and uppers of leather . ... ... . 190,928 129,041 99,786

Total of IteMS SNOWN . . .. 5,216,873 6,768,651 14,379,697

Total OtNEr ..o 14,330,261 17,257,057 8,151,900

Total all commMOAItIES . .. ..o 19,547,134 24,025,703 22,531,596

1 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.
2 Prior to 1996, imports under this item included products now reported under HTS 8473.50 part.

3 Prior to 1996, imports reported under HTS 8471.92 part.

4 Prior to 1996, imports reported under HTS 8542.11 part, .19 part, .20 part, and .80 part.

5 Prior to 1996, imports reported under HTS 8471.93 part.

6 Prior to 1996, products now reported under HTS 8517.11 were covered by 8525.20.50. Trade data were adjusted to insure consistency of reporting.

7 Prior to 1996, imports reported under HTS 8471.91 part, .92 part, .93 part, and .99 part.

8 Prior to 1996, imports reported under HTS 5407.60 part.

9 Prior to 1996, imports reported under HTS 7208.13.50 part and 7208.23.50 part.
10 Prior to 1996, imports reported under HTS 7208.14.50 part and 7208.24.50 part.
11 Prior to 1996, imports reported under HTS 8542.20 part.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”
Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-22
Antidumping cases active in 1996, filed under authority of title VIl of the Tariff Act of 1930, by final outcomes and by USITC investigation
number

(Affirmative (A); Partial Affirmative (P); Negative (N);, Suspension Agreement (S); Terminated (T))

Date Preliminary Final
USITC original determination determination Date of
Investigation Country petition final
No. Product of origin filed Commission ITA 1 ITAL Commission action 2
Affirmative
731-TA-726  Polyvinyl alcohol ................. China ........... Mar. 9, 1995 A A A A May 14, 1996
731-TA-727  Polyvinyl alcohol ................. Japan ........... Mar. 9, 1995 A A A A May 14, 1996
731-TA-729  Polyvinyl alcohol ................. Taiwan .......... Mar. 9, 1995 A A A A May 14, 1996
731-TA-734 Certainpasta .................... taly ............. May 12, 1995 P A A A July 24, 1996
731-TA-735 Certainpasta .................... Turkey .......... May 12, 1995 P A A A July 24, 1996
731-TA-736  Large newspaper printing
Presses ..., Germany ........ Jun. 30, 1995 A A A A Sept. 4, 1996
731-TA-737  Large newspaper printing
Presses ... Japan ........... June 30, 1995 A A A A Sept. 4, 1996
731-TA-739 Clad steelplate .................. Japan ........... Sept. 29, 1995 A A A A July 2, 1996
Negative
731-TA-728  Polyvinyl alcohol ................. Korea ........... Mar. 9, 1995 N @) e 6 ©)
731-TA-731 Bicycles ............ ... . ..., China ........... Apr. 5, 1995 A A A N June 12, 1996
731-TA-732  Circular welded non-alloy
steelpipe ............ ... Romania ........ Apr. 26, 1995 A A A N June 27, 1996
731-TA-733  Circular welded non-alloy
steelpipe ........... .. ... ... South Africa .. ... Apr. 26, 1995 A A A N June 27, 1996
Suspended
731-TA-747  Freshtomatoes .................. Mexico .......... Apr. 1, 1996 A S e 6 (©)
Terminated
731-TA-738  Foam extruded PVC and
polystyrene framing stock ........ United Kingdom .. Sept. 8, 1995 A A AT Nov. 8, 1996
In Progress
731-TA-740  Sodiumazide ................... Japan ........... Jan. 16, 1996 A A ® 6 (3
731-TA-741  Melamine institutional dinnerware .. China ........... Feb. 6, 1996 A A ® @ (©)
731-TA-742  Melamine institutional dinnerware .. Indonesia........ Feb. 6, 1996 A A CRNC) 3
731-TA-743  Melamine institutional dinnerware .. Taiwan .......... Feb. 6, 1996 A A ® @ (©)
731-TA-744  Certain brake drums and rotors .... China ........... Mar. 7, 1996 A A G 6 3
731-TA-745  Steel concrete reinforcing bars . . . .. Turkey .......... Mar. 8, 1996 A A e ® ©
731-TA-746  Beryllium and high-beryllium
alloys ... Kazakhstan ... ... Mar. 14, 1996 A A ® © (©)

See footnotes at end of table.



Table A-22— Continued

Antidumping cases active in 1996, filed under authority of title VIl of the Tariff Act of 1930, by final outcomes and by USITC investigation
number
(Affirmative (A); Partial Affirmative (P); Negative (N);, Suspension Agreement (S); Terminated (T))
Date Preliminary Final
USITC original determination determination Date of
Investigation Country petition final
No. Product of origin filed Commission ITA 1 ITAL Commission action 2
In Progress

731-TA-748  Engineered process gas turbo-

compressor systems ............ Japan ........... May 8, 1996 A A ® ®
731-TA-749 Persulfates ...................... China ........... July 11, 1996 A A G 6 ®3
731-TA-750  Vector supercomputers ........... Japan ........... July 29, 1996 A ®) ® 6 ®3)
731-TA-751  Open-end spun rayon singles yarn . Austria .......... Aug. 20, 1996 A ®3) ® ®
731-TA-752  Crawfishtailmeat ................ China ........... Sept. 20, 1996 A ©) ® 6 ®)
731-TA-753  Cut-to-length carbon steel plate .... China ........... Nov. 5, 1996 A ®3) ® © ®)
731-TA-754  Cut-to-length carbon steel plate .... Russia .......... Nov. 5, 1996 A ® ® @ ©)
731-TA-755  Cut-to-length carbon steel plate . ... South Africa .. ... Nov. 5, 1996 A ®3) ® @ ®
731-TA-756  Cut-to-length carbon steel plate .... Ukraine ......... Nov. 5, 1996 A ®3) ® O ®3)
731-TA-757  Collated roofing nails ............. China ........... Nov. 26, 1996 3 ®3) ® © ®)
731-TA-758  Collated roofing nails ............. Korea ........... Nov. 26, 1996 ®3) ®3) ® ®)
731-TA-759  Collated roofing nails ............. Taiwan .......... Nov. 26, 1996 @) ®) @ © ®)

1 U.S. Department of Commerce, International Trade Administration (ITA).
2 For cases in which the final action was taken by the ITA, the date shown is the Federal Register notice date of that action.
3 Not applicable.

Source: Compiled by the staff of the U.S. International Trade Commission.



Table A-23
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Argentina:
Oil country tubular gOOAS . ... ... i Aug. 11, 1995
SEAMIESS PIP . .ttt e Aug. 3, 1995
Silicon metal . ... . Sept. 26, 1991
Rectangular tubing . .. ... o e May 22, 1989
Barbed wire and barbless wire strand . . . ........ .. Nov. 13, 1985
Carbon Steel WIre rOd . . .. oo e Nov. 23, 1984
Armenia: SOl UM a . .. ..ot e e e e July 14, 1987
Australia:
Corrosion-resistant carbon steel flat products ............ ... Aug. 19, 1993
Canned Bartlett PEars . ... it e Mar. 23, 1973
Austria: Railway track equipment . .. ... . e Feb. 17, 1978
Azerbaijan: Urea ... ... July 14, 1987
Bangladesh: Cotton shop towels . . .. ... . Mar. 20, 1992
Belarus-BaltiC: UrGa . .. ..ottt e e e e July 14, 1987
Belgium:
Cut-to-length carbon steel plate .. ... ... Aug. 19, 1993
Industrial phosphoric acid . . ... ... Aug. 20, 1987
SUG AT ottt et e e June 13, 1979
Brazil:
SBAMIESS PIPE . .ottt Aug. 3, 1995
Stainless steel bar ... ... Feb. 21, 1995
SIlICOMANGANESE . ..ottt e Dec. 22, 1994
FermosiliCON ... Mar. 14, 1994
Stainless steel WIre rod .. ... ... i Jan. 28, 1994
Cut-to-length carbon steel plate . ... ... i e Aug. 19, 1993
Hot-rolled lead and bismuth carbon steel products . ........ ... ... .. .. ... Mar. 22, 1993
Circular welded non-alloy steel pipe .. ... .o Nov. 2, 1992
SHliCON MEtAl ... July 31, 1991
Industrial NitroCellUlOSE . . .. .. July 10, 1990
Frozen concentrated orange JUICE . ... ..ottt May 5, 1987
Brass sheet and Strip . ... ... Jan. 12, 1987
Carbon steel butt-weld pipe fittings .. ... Dec. 17, 1986
Malleable castiron pipe fittings . ....... .ot May 21, 1986
IrON CONSEIUCHION CASLINGS . . . oottt ettt et e e e e e e et e e e e May 9, 1986
Canada:
Corrosion-resistant carbon steel flat products ............ ... Aug. 19, 1993
Cut-to-length carbon steel plate .. ... Aug. 19, 1993
Pure alloy magnesium . .. ... .. Aug. 31, 1992
NEW StEEI TallS . . . o oo Sept. 15, 1989
Color PICtUrE tUBES . ..o Jan. 7,1988
Brass sheet and strip .. ... Jan. 12, 1987
Oil country tubular goOdsS ... ... i June 16, 1986
IroN CONSEIUCLION CASHINGS . . .« .ottt e e e e e e e e e e e e e Mar. 5, 1986
Red rasSpberTieS . .. June 24, 1985
SUGAN AN SYTUPS .« . ot ettt ettt e e e e e e e e e e e e Apr. 9, 1980
RaCING Plates ... Feb. 27, 1974
Elemental sSUIpNUN . ... Dec. 17, 1973
StEEl JACKS . ..ot Sept. 13, 1966
Chile: Fresh CUt floOWErS .. .. o e Mar. 20, 1987
China:
Polyvinyl alcohol . .. ... o May 14, 1996
Manganese metal . ... ... .. Feb. 6, 1996

See footnote at end of table.
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Table A-23— Continued
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
China—Continued:
Furfuryl @lconol . ... o June 21, 1995
PUre MagNeSIUM . May 12, 1995
Gy CING o Mar. 29, 1995
COUMIAIIN. ettt e e e e e e e e e e e e Feb. 9, 1995
Cased PENCIIS ... Dec. 28, 1994
SIlCOMANGANESE . ..ottt Dec. 22, 1994
Paper ClIPS . o Nov. 25, 1994
GalliC .ot Nov. 16, 1994
SEDACIC ACIA ... July 14, 1994
Helical spring lock washers ... ... ... Oct. 19, 1993
Compact ductile iron waterworks fittings . ... ... Sept. 7, 1993
IO liCON . Mar. 11, 1993
Sulfanilic aCid . ... .. Aug. 19, 1992
Carbon steel butt-weld pipe fittings .. ... e July 6, 1992
TUNGSIEN Or8 CONCENIIALES . . . . o\ttt ettt e et e e e e e e e e Nov. 21, 1991
Chrome-plated Iug NUES . .. ... o e Sept. 20, 1991
SPATKIETS o June 18, 1991
SHliCON MEtAl .. ..o June 10, 1991
Sodium thioSUIAte . ... .. Feb. 19, 1991
Heavy forged handtools . .......... .. i Feb. 19, 1991
Industrial NitroCellUlOSE . . .. .. July 10, 1990
Tapered roller Bearings ... ..ot e June 15, 1987
Porcelain-on-steel COOKWAre . .. ... ... e Dec. 2, 1986
CaNAIES ..o Aug. 28, 1986
[roN CONSEIUCHION CASHINGS . . . . oottt e e e e e e e e e e e e e e May 9, 1986
Paint Brushes . ... .. Feb. 14, 1986
Barium Chloride . . .. ..o e Oct. 17, 1984
(@131 o] o] o] o] 1 T P Mar. 22, 1984
Potassium permanganate . . .. .. ... ...t e Jan. 31, 1984
CottoNn ShOP tOWEIS . . ..ot e Oct. 4, 1983
PrintCloth . .. Sept. 16, 1983
Colombia: Fresh cut flowers . . ... .o Mar. 18, 1987
Ecuador: Fresh cut flowers . .. ... ... Mar. 18, 1987
Estonia: SOl Ur€a . ... ..ottt e e e e e e e e July 14, 1987
Finland:
Cut-to-length carbon steel plate . ... Aug. 19, 1993
France:
Calcium aluminate fluX .. ... . . June 13, 1994
Stainless steel WIre rod .. ... i Jan. 28, 1994
Corrosion-resistant carbon steel flat products . ........... .. Aug. 19, 1993
Hot-rolled lead and bismuth carbon steel products ............ ... ... ... . ... Mar. 22, 1993
ANtifriction DeArINGS . . .. o May 15, 1989
Brass sheet and strip .. ... Mar. 6, 1987
Industrial nitrocellulose .. ... .. Aug. 10, 1983
SOl . .o e Apr. 9, 1982
Anhydrous sodium metasilicate ............. . e Jan. 7,1981
SUG A ottt June 13, 1979
Large power transformers . ... ... . June 14, 1972
Georgia:
SOl UNBa . . .ottt July 14, 1987
Germany:
Large newspaper Printing PreSSES . . .o\ttt ettt Sept. 4, 1996
SBAMIESS PIP . ottt Aug. 3, 1995
Cold-rolled carbon steel flat products . ........... .. Aug. 19, 1993
Corrosion-resistant carbon steel flat products . ........... ... i i Aug. 19, 1993
Cut-to-length carbon steel plate . ... Aug. 19, 1993
Hot-rolled lead and bismuth carbon steel products ......... ... ... .. .. . i, Mar. 22, 1993

See footnote at end of table.
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Table A-23— Continued
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Germany—Continued:
RaAYON VAN June 30, 1992
Sodium thiosSUIfate . .. ... Feb. 19, 1991
Industrial NitrocelluloSe . . ... o July 10, 1990
Industrial belts (except synchronous and V-belts) . .......... ... .. i June 14, 1989
ANtrifriction Dearings . .. ... o May 15, 1989
U B .ttt July 14, 1987
Brass sheet and Strip . ... ... Mar. 6, 1987
Barium carbonate, precipitated ... ... ... .. June 25, 1981
SUG AT ottt et e June 13, 1979
Animal glue and inedible gelatin .......... . . e Dec. 22, 1977
Greece: Electrolytic manganese dioxide .............. ..t e Apr. 17, 1989
Hong Kong: Sweaters of manmade fiber . ...... ... .. .. . . e Sept. 24, 1990
Hungary: Tapered roller bearings . . .. ... June 19, 1987
India:
Stainless Steel bar . ... ... e Feb. 21, 1995
Forged stainless steel flanges . ... ... Feb. 9, 1994
Stainless Steel WIre rod . . ... .t Dec. 1, 1993
Sulfanilic @Cid . ... o Mar. 2, 1993
Welded carbon steel pipes and tubes .. ... e May 12, 1986
Iran: Pistachio NUES . ... ... o e e July 17, 1986
Israel:
Industrial phosphoric acid . ......... .. Aug. 19, 1987
Oil country tubular goods . .. ... . Mar. 6, 1987
Italy:
Certain PASHA . . . .ottt July 24, 1996
Oil country tubular goods . ... . e Aug. 11, 1995
SBaAMIESS PIPE . .ottt Aug. 3, 1995
Grain-oriented electric Steel .. ... ... Aug. 12, 1994
Synchronous industrial belts and V-belts ........ ... . . June 14, 1989
ANtifriction Dearings . . ... ..o May 15, 1989
Granular polytetrafluoroethylene resin . ......... . . i Aug. 30, 1988
Brass sheet and Strip . . ... .. o Mar. 6, 1987
Brass fire protection equUIPMENt . . ... ... Mar. 1, 1985
Pressure SeNSitiVe tape . ... ...ttt Oct. 21, 1977
Large power transformMers . .. ... . June 14, 1972
Japan:
Large newspaper Printing PreSSES . . . .ot v vttt et et e e Sept. 4, 1996
Clad Steel plate . .. ..o July 2, 1996
Polyvinyl alcohol . . . ... o May 14, 1996
Oil country tubular gOOdS. . ... ... Aug. 11, 1995
Stainless steel bar. . ... .. Feb. 21, 1995
Grain-oriented electric Steel .. ... June 10, 1994
D TOSt MBS ottt Mar. 2, 1994
Corrosion-resistant carbon steel flat products . ........... .. i Aug. 19, 1993
Electric CUttiNG tOOIS . . . ... July 12, 1993
LN .ttt Apr. 15, 1992
EL flat panel displays . . . . ... Sept. 4, 1991
Gray portland cement and cement clinker .......... ... . . May 10, 1991
Benzyl paraben . . ... Feb. 13, 1991
Laser light-scattering iINStrUMENtS .. .. ...t Nov. 19, 1990
Industrial nitrocellulose ... ... o July 10, 1990
Mechanical transfer PreSSES . . .. ...t Feb. 16, 1990
Drafting machines ... .. ... Dec. 29, 1989
TelePNONE SYStEMS ..ot e Dec. 11, 1989
Industrial DeIES . .. . June 14, 1989

See footnote at end of table.
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Table A-23— Continued

Antidumping orders and findings in effect as of Dec. 31, 1996

Country and commodity

Effective date of

original action

1

Japan—Continued:
Antifriction bearings
Electrolytic manganese dioxide
Microdisks
Granular polytetrafluoroethylene resin
Brass sheet and strip
Nitrile rubber
FOrKITt trUCKS . . o
Stainless steel butt-weld pipe fittings
Color picture tubes
Tapered roller bearings over 4 inches
Malleable cast-iron pipe fittings
Butt-weld pipe fittings
Cellular mobile telephones
Calcium hypochlorite
Titanium sponge
Stainless steel pipes and tubes, seamless
High powered amplifiers
Steel wire strand
Impression fabric of man-made fibers
MEIAMING o oo
Acrylic sheet
Tapered roller bearings 4 inches and under
Polychloroprene rubber
Steel wire rope
Synthetic methionine
Roller chain other than bicycles
Bicycle speedometers
Large power transformers
Fishnetting of man-made fiber
Television receiving sets

Kazakstan:
Ferrosilicon
SOl UM A . ..ot e
Titanium sponge

Kenya: Fresh cut flowers . ... .. .

Korea:
Oil country tubular goods
Cold-rolled carbon steel flat products
Corrosion-resistant carbon steel flat products
DRAMS
Carbon steel wire rope
Stainless steel butt-weld pipe fittings
Welded stainless steel pipes
Circular welded non-alloy pipe
PET film
Industrial nitrocellulose
Telephone systems
Color picture tubes
Stainless steel cookware
Brass sheet and strip
Malleable cast iron pipe fittings
Photo albums . ...
Television receiving sets

Kyrgyzstan: Urea

Latvia-Baltic: Urea

Lithuania: Urea

Malaysia: Extruded rubber thread

See footnote at end of table.
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May 15, 1989
April 17,1989
Mar. 30, 1989
Aug. 28, 1988
Aug. 12, 1988
June 16, 1988
June 7, 1988
Mar. 25 1988
Jan. 7,1988
Oct. 6, 1987
July 6, 1987
Feb. 10, 1987
Dec. 19, 1985
Apr. 18, 1985
Nov. 30, 1984
Apr. 1, 1983
July 20, 1982
Dec. 8, 1978
May 25, 1978
Feb. 2, 1977
Aug. 30, 1976
Aug. 18, 1976
Dec. 6, 1973
Oct. 15, 1973
July 10, 1973
Apr. 12, 1973
Nov. 22, 1972
June 14, 1972
June 9, 1972
Mar. 10, 1971

Apr. 7,1993
July 14, 1987
Aug. 28, 1968

Apr. 23, 1987

Aug. 11, 1995
Aug. 19, 1993
Aug. 19, 1993
May 10, 1993
Mar. 26, 1993
Feb. 23, 1993
Dec. 30, 1992
Nov. 2, 1992

June 5, 1991
July 10, 1990

Feb. 7,1990

Jan. 7, 1988

Jan. 20, 1987
Jan. 12, 1987
May 23, 1986
Dec. 16, 1985
Apr. 30, 1984

July 14, 1987
July 14, 1987
July 14, 1987
Oct. 7, 1992



Table A-23— Continued
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Mexico:
Oil country tubular gOOAS ... ... i Aug. 11, 1995
Cut-to-length carbon steel plate . ... Aug. 19, 1993
Carbon Steel WIre TOPE . ..ot Mar. 25, 1993
Circular welded non-alloy Pipe . ...ttt e Nov. 2, 1992
Gray portland cement and cement clinker .......... . . . . Aug. 30, 1990
Fresh cut floWers .. .. . Apr. 23, 1987
Porcelain-on-steel COOKWAIE . ... ... ... i e e Dec. 2, 1986
Moldova: SOl UrEa . ... e July 14, 1987
Netherlands:
Aramid fiDer . . June 27, 1994
Cold-rolled carbon steel flat products . ........... i Aug. 19, 1993
Brass sheet and strip .. ... Aug. 12, 1988
New Zealand:
Fresh KiwifrUit . ... June 2,1992
Brazing copper wire and rod . . .. ... ... Dec. 4, 1985
Norway: Atlantic Salmon . .. ... . e Apr. 12,1991
Poland: Cut-to-length carbonsteelplate . ............ .. i e Aug. 19, 1993
Romania:
Cut-to-length carbon steel plate . ... ... i e Aug. 19, 1993
Ball DEANNGS . . o May 15, 1989
L July 14, 1987
Tapered roller Dearings . .. ... ot June 19, 1987
Russia:
Ferrovanadium and nitrided vanadium . ......... ... July 10, 1995
PUrE MaAgNESIUM . . e et e e e e May 12, 1995
OIS liCON .. June 24, 1993
SOl UNBa . . .ot July 14, 1987
L= U 110 = oo oo = Aug. 28, 1968
Singapore:
Industrial DEILS . . . .. o June 14, 1989
ANtifriction Dearings . ... ... May 15, 1989
Color piCtUre tUDES . . .o e Jan. 7,1988
Rectangular pipes and tuUbes . ... ... . Nov. 13, 1986
South Africa:
Furfuryl alconol . . ... June 21, 1995
Brazing copper wire and rod . . . ... ..o Jan. 29, 1986
Spain:
Stainless steel bar . ... ... Mar. 2, 1995
Cut-to-length carbon steel plate .. ... Aug. 19, 1993
Potassium permanganate . .. ... ... Jan. 19, 1984
Sweden:
Cut-to-length carbon steel plate . ... Aug. 19, 1993
ANtfriction DEANNGS . . .. oo May 15, 1989
Seamless stainless steel hollow products . ........... i Dec. 3, 1987
Brass sheet and strip .. ... Mar. 6, 1987
Stainless steel plate . . ... ... June 8, 1973
Taiwan:
Polyvinyl alcohol . . ... May 14, 1996
Forged stainless steel flanges .. ... ... Feb. 9, 1994
Helical spring lockwashers . ......... . . . i e June 28, 1993
Stainless steel butt-weld pipe fittings . ... June 16, 1993

See footnote at end of table.
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Table A-23— Continued
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Taiwan—Continued:
Welded stainless steel PIPES .. ...ttt Dec. 30, 1992
Circular welded non-alloy PIPE . .. ..ot Nov. 2, 1992
Chrome plated [Ug NULS . .. ... o e e e e e Sept. 20, 1991
Telephone SYStEMS . . o Dec. 11, 1989
Rectangular tubing . ... ... o Mar. 27, 1989
Stainless Steel COOKWAIE . . . ...t e e e e Jan. 20, 1987
Butt-weld pipe fittings . . . ... oo Dec. 17, 1986
Porcelain-on-steel COOKWAre . ....... ... i e Dec. 2, 1986
Oil country tubular goods . ... . o i e June 18, 1986
Malleable cast iron pipe fitings .. ... .. e May 23, 1986
Circular pipes and tUbeS . . ... . May 7, 1984
Television reCEIVING SBIS . ...\ttt e e e e Apr. 30, 1984
Carbon steel plate . ... June 13, 1979
Tajikistan: SOl Urea . ... ..o e July 14, 1987
Thailand:
Furfuryl @lconol . ... oo July 25, 1995
Canned PiNEaPPlE ... o e July 18, 1995
Butt-weld pipe fittings . . . ... oo July 6, 1992
Malleable cast iron pipe fittings . ... ... .. Aug. 20, 1987
Circular welded pipes and tubes . ... .. Mar. 11, 1986
Turkey:
Certain PASTA . . . . ottt July 24, 1996
AN Aug. 25, 1987
Pipes and tubes . .. ... May 15, 1986
TUrKMENISTAN: UICa . . ..o e e e e e e July 14, 1987
Ukraine:
PUrE MagNESIUM . . e e e May 12, 1995
U aNiUM . Aug. 30, 1993
FerroSiliCON . Apr. 7, 1993
L T July 14, 1987
THANIUM SPONQE .« . oottt et e e e e e e e e e e e e e e e e e e Aug. 28, 1968
United Kingdom:
Cut-to-length carbon steel plate . ... i Aug. 19, 1993
Lead and bismuth Steel . ... ... . Mar. 22, 1993
Sodium thiosSUIfAtE . .. ... Feb. 19, 1991
Industrial NitroCelluloSE . . ... July 10, 1990
Ball DEANNGS . . o May 15, 1989
Cylindrical roller Dearings . . ... ..ot May 15, 1989
Forged steel crankshafts . ... ... . Sept. 23, 1987
Water CIrculating PUMPS . . .. oot e e e e e e e e e July 7, 1976
Uzbekistan: Solid Urea . ........ o July 14, 1987
Venezuela:
FerroSiliCON . June 24, 1993
Circular welded non-alloy Pipe . ... oot Nov. 2, 1992
Yugoslavia:
Industrial nitrocellulose . . ... .. Oct. 16, 1990
Suspension agreements in effect:
Canada: Potassium chloride . ... ... Jan. 19, 1988

See footnote at end of table.
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Table A-23— Continued
Antidumping orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Suspension agreements in effect—Continued:
Japan:

Color negative Photo PaPer . . . . ..ottt e e e e e Aug. 12,1994

Erasable programmable read-only memory chips . ... i Aug. 6, 1986

Small €leCtriC MOTOIS . . ..ot e e e e Nov. 6, 1980
Kazakhstan: UraniUum . ... ... e Oct. 30, 1992
Kyrgyzstan: UraniUm ... ... e e e e e e Oct. 30, 1992
MexXiCo: Fresh tomMatoes . .. ..ot e e e Nov. 1, 1996
ChiNa: HONBY ..o e e e e Aug. 16, 1995
RUSSIA: Uranium . ... e e e Oct. 30, 1992
Urkraine: SiliCOMaNQanEeSe . . ..ottt e ettt e e e e e Dec. 22, 1994
Uzbekistan: UraniUm .. ... ...t e e e e e e e e Oct. 30, 1992
Venezuela: CemENt ... .. . e Feb. 27, 1992

1 The U.S. Department of Commerce conducts a periodic review of outstanding antidumping duty orders and
suspension agreements, upon request, to determine if the amount of the net margin of underselling has changed. If a
change has occurred, the imposed antidumping duties are adjusted accordingly. The results of the periodic review
must be published together with a formal notice of any antidumping duty to be assessed, estimated duty to be
deposited, or investigation to be resumed.

Source: Compiled by staff of the U.S. International Trade Commission from data maintained by the U.S. Department
of Commerce (International Trade Administration).
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Table A-24
Countervailing cases active in 1996, filed under authority of title VII of the Tariff Act of 1930, by final outcomes and by USI
number

(Affirmative (A); Partial Affirmative (P); Negative (N))

TC investigation

Date Preliminary Final

USITC original determination determination Date of
Investigation Country petition final
No. Product of origin filed Commission ITA 1 ITAL Commission action 2

Affirmative
701-TA-365 Certainpasta .................... taly ............. May 12, 1995 P A A A July 24, 1996
701-TA-366 Certainpasta .................... Turkey .......... May 12, 1995 P A A A July 24, 1996

Negative

701-TA-367  Certain laminated hardwood
flooring ...t Canada ......... Mar. 7, 1996 A N @& G

3

1 U.S. Department of Commerce, International Trade Administration (ITA).
2 For cases in which the final action was taken by the ITA, the date shown is the Federal Register notice date of that action.
3 Not applicable.

Note.—The U.S. International Trade Commission (USITC) conducts preliminary and final investigations under section 701 if the imports originate in a
country that has signed the GATT Code on Subsidies and Countervailing Duties (formally known as the Agreement on Interpretation and Application of
Articles VI, XVI and XXIIl of the General Agreement on Tariffs and Trade) or has undertaken comparable obligations. Similarly, USITC conducts preliminary
and final investigations under section 303 if the imports enter the United States free of duty and the international obligations of the United States so require.
With respect to dutiable imports from those countries that have neither signed the Subsidies Code nor undertaken substantially equivalent obligations,
countervailing duties may be imposed after an affirmative finding by the Department of Commerce under section 303 of the Tariff Act of 1930 without an
injury investigation by the USITC. Exceptions are granted in instances in which the exporting country becomes a signatory to the code or to an equivalent

agreement during the investigation.

Source: Compiled by the staff of the U.S. International Trade Commission.



Table A-25

Countervailing-duty orders and findings in effect as of Dec. 31, 1996

Country and commodity

Effective date of

original action

1

Argentina:
Leather
Oil country tubular goods
Wool

Belgium: Cut-to-length carbon steelplate . .......... . i

Brazil:
Cut-to-length carbon steel plate . ... ... i e
Hot-rolled lead and bismuth carbon steel products
Brass sheet and Strip . ... ...
Heavy construction castings
Agricultural tillage tools
Pig iron
GOt 0N VAN ot
Certain castor oil products

Canada:
Pure and alloy magnesium
New steel rails
Live swine

Chile: Fresh cut flowers

EUropean Union:Z SUGAT . .. ...ttt e e e e e e e e e e e
France:
Corrosion-resistant carbon steel flat products
Hot-rolled lead and bismuth carbon steel products
Brass sheet and strip

Germany:
Cold-rolled carbon steel flat products
Corrosion-resistant carbon steel flat products
Cut-to-length carbon steel flat products .......... ... ... i
Hot-rolled lead and bismuth carbon steel products

India:
Sulfanilic aCid . ... oo
Certain iron-metal Castings . ... ...ttt e e

Iran:

Roasted pistachios
Raw pistachios

Israel:
Industrial phosphoric acid
Oil country tubular goods

Italy:
Certain PASTA . . . .ttt
Oil country tubular goods
Seamless pipe
Grain-oriented electric steel

Korea:
Cold-rolled carbon steel flat products . ...........
Corrosion-resistant carbon steel flat products
Stainless steel cookware

Malaysia:
Extruded rubber thread

See footnote at end of table.

Oct. 2, 1990
Nov. 27, 1984
Apr. 4,1983

Aug. 17, 1993

Aug. 17, 1993
Mar. 22, 1993
Jan. 8, 1987

May 15, 1986
Oct. 22, 1985
Apr. 4, 1980

Mar. 15, 1977
Mar. 16, 1976

Aug. 31, 1992
Sept 22, 1989
Aug. 15, 1985

Mar. 19, 1987
July 31, 1978
Aug. 17, 1993

Mar. 22, 1993
Mar. 6, 1987

Aug. 17, 1993
Aug. 17, 1993
Aug. 17, 1993
Mar. 22, 1993

Mar. 2, 1993
Oct. 18, 1980

Oct. 7, 1986
Mar. 11, 1986

Aug. 19, 1987
Mar. 6, 1987

July 24, 1996

Aug. 10, 1995

Aug. 8, 1995
June 7, 1994

Aug. 17, 1993
Aug. 17, 1993
Jan. 20, 1987

Aug. 25, 1992

203



Table A-25— Continued
Countervailing-duty orders and findings in effect as of Dec. 31, 1996

Effective date of

Country and commodity original action 1
Mexico:

Cut-to-length carbon steel flat products ........... . i Aug. 17, 1993

Porcelain-on-steel COOKWAre . .. ... ... i e Dec. 12, 1986
Netherlands: Fresh cut flowers ... ... ... e Mar. 12, 1987
Norway: Atlantic SalmON . .. ... Apr. 12,1991
Pakistan: Cotton Shop tOWeIS .. ... e Mar. 9, 1984
Peru: Fresh CUt floWEIS . . ... o e Apr. 23, 1987
Spain:

Cut-to-length carbon steel flat products .......... ... .. i Aug. 17, 1993

Stainless Steel WIre rod . . ... .t Jan. 3, 1983
Sweden:

Cut-to-length carbon steel flat products . ............ Aug. 17, 1993

Certain carbon steel ProdUCES . . .. ..ot Oct. 11, 1985

Viscose rayon staple fiber . .. ... May 15, 1979
Taiwan: Stainless steel Cookware .. ..... .. ... i Jan. 20, 1987
Thailand:

St WITE TOPE . .ottt e e e e e Sept 11, 1991
Turkey:

Certain PASTA . . . . ittt July 24, 1996

Pipes and tubes . .. ... Mar. 7, 1986
United Kingdom:

Cut-to-length carbon steel flat products .. ........... i Aug. 17, 1993

Hot-rolled lead and bismuth carbon steel products ............ ... ... ... ... Mar. 22, 1993
Venezuela: FerrosiliCon . ... .. May 10, 1993

Suspension agreements in effect:

Argentina: Carbon WIre 100 ... ... ...t Sept 27, 1982
Brazil:

OO St .. Mar. 21, 1983
Colombia:

CUL IOV IS o e e Jan. 13, 1987

TEXUIES .ot Oct. 22, 1993
Peru: Cotton ShOp tOWEIS . . . ... o Sept 12, 1984
SINGAPOTE: COMPIESSOIS . . o ottt ettt e et e e e et e e e e e e e e e et e e e e Nov. 7, 1983
Venezuela: Gray portland cement and cementclinker ........... ... . i, Mar. 17, 1992

1 The U.S. Department of Commerce conducts a periodic review of outstanding countervailing-duty orders and
suspension agreements, upon request, to determine if the amount of the net subsidy has changed. If a change has
occurred, the imposed countervailing duties are adjusted accordingly.

2 Includes Belgium, Denmark, France, Germany, Greece, Ireland, Italy, Luxembourg, the Netherlands, and the
United Kingdom.

Source: Compiled by staff of the U.S. International Trade Commission from data maintained by the U.S. Department
of Commerce (International Trade Administration).
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Table A-26

Section 337 investigations completed by the U.S. International Trade Commission during 1996 and
those pending on Dec. 31, 1996

Status of
Investigation Article Country 1 Commission determination
Completed:
337-TA-315 Certain Plastic Encapsulated No foreign Formal enforcement
Integrated Circuits respondents proceeding terminated;
referral to Dept. of Justice
of allegations of false
statements to Commission.
337-TA-370 Certain Salinomycin Biomass and Germany Terminated based on a
Preparations Containing Same finding of no violation.
337-TA-371 Certain Memory Devices With Japan, Korea Terminated based on a
Increased Capacitance and finding of no violation.
Products Containing Same
337-TA-372 Certain Neodymium-Iron-Boron People’s Republic of Issued a general exclusion
Magnets, Magnet Alloys, and China, Hong Kong, order and a cease and desist
Articles Containing Same Taiwan order.
337-TA-374 Certain Electrical Connectors and Taiwan Issued a limited exclusion
Products Containing Same order and a cease and desist
order.
337-TA-376 Certain Variable Speed Wind Germany Issued a limited exclusion
Turbines and Components order.
Thereof
337-TA-377 Certain Microprocessors Having Hong Kong Terminated based on a
Alignment Checking and Products consent order and
Containing Same withdrawal of the
complaint as to the
remaining respondent.
337-TA-378 Certain Asian-Style Kamaboko Japan Issued a limited exclusion
Fish Cakes order and cease and desist
orders.
337-TA-379 Certain Starter Kill Vehicle Taiwan Terminated based on
Systems withdrawal of the complaint.
337-TA-384 Certain Monolithic Microwave Japan Terminated based on
Integrated Circuit Downconverters a settlement agreement.
and Products Containing the Same,
Including Low Noise Block
Downconverters
337-TA-386 Certain Global Positioning Canada Terminated based on a
System Coarse Acquisition settlement agreement.
Code Receivers and Products
Containing Same
337-TA-387 Certain Self-Powered Fiber Israel Terminated based on
Optic Modems a settlement agreement.
Pending:
337-TA-334 Certain Condensers, Parts Japan Remand from the Federal
Thereof and Products Containing Circuit; pending before the
Same Including Air Conditioners Commission.
for Automobiles
337-TA-370 Certain Salinomycin Biomass Germany Ancillary sanctions

and Preparations Containing
Same

proceeding pending before
the ALJ.
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Table A-26— Continued
Section 337 investigations completed by the U.S. International Trade Commission during 1996 and
those pending on Dec. 31, 1996

Status of
Investigation

Article

Country 1

Commission determination

Pending:
337-TA-372

337-TA-380

337-TA-381

337-TA-382

337-TA-383

337-TA-385

337-TA-388

337-TA-389

337-TA-390
337-TA-391

337-TA-392

Certain Neodymium-Iron-Boron
Magnets, Magnet Alloys, and
Articles Containing Same

Certain Agricultural Tractors
Under 50 Power Take-Off

Horsepower

Certain Electronic Products,
Including Semiconductor
Products, Manufactured

by Certain Processes

Certain Flash Memory Circuits
and Products Containing Same

Certain Hardware Logic
Emulation Systems and Products

Containing Same

Certain Random Access
Memories, Processes for the
Manufacture of Same, and
Products Containing Same

Certain Dynamic Random Access
Memory Controllers and Certain
Multi-Layer Integrated Circuits, as
Well as Chipsets and Products

Containing Same

Certain Diagnostic Kits for the
Detection and Quantification of

Viruses

Certain Transport Vehicle Tires

Certain Toothbrushes and

Packaging Thereof

Certain Digital Satellite System
(DSS) Receivers and
Components Thereof

People’s Republic

of China

Japan

Korea

Korea

France

Japan, Singapore

Taiwan

Netherlands

Korea

People’s Republic
of China, Taiwan

No foreign respondents

Formal enforcement
proceeding pending before
the Commission.

Pending before the
Commission.

Pending before the ALJ.

Pending before the ALJ.

Pending before the ALJ;
temporary limited exclusion
order and temporary cease
and desist order issued.

Pending before the ALJ.

Pending before the ALJ.

Pending before the ALJ.

Pending before the ALJ.
Pending before the ALJ.

Pending before the ALJ.

1 This column lists the countries of the foreign respondents named in the investigation.

Source: U.S. International Trade Commission, Office of Unfair Import Investigations.
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Table A-27

Outstanding sec. 337 exclusion orders as of Dec. 31, 1996

Investigation Date patent
No. Article Country 1 expires 2
337-TA-55 Certain Novelty Glasses Hong Kong Nonpatent
337-TA-59 Certain Pump-Top Insulated Containers Korea, Taiwan June 6, 19973
337-TA-69 Certain Airtight Cast-Iron Stoves Taiwan, Korea Nonpatent
337-TA-74 Certain Rotatable Photograph and Card Hong Kong Nonpatent
Display Units and Components Thereof
337-TA-87 Certain Coin-Operated Audio-Visual Games Japan, Taiwan Nonpatent
and Components Thereof
337-TA-105 Certain Coin-Operated Audio-Visual Games Japan, Taiwan Nonpatent
and Components Thereof
337-TA-112 Certain Cube Puzzles Taiwan, Japan, Canada Nonpatent
337-TA-114 Certain Miniature Plug-In Blade Fuses Taiwan Nonpatent
337-TA-118 Certain Sneakers With Fabric Uppers and Korea Nonpatent
Rubber Soles
337-TA-137 Certain Heavy-Duty Staple Gun Tackers Taiwan, Hong Kong, Nonpatent
Korea
337-TA-140 Certain Personal Computers and Components Taiwan, Hong Kong, Apr. 11,19973
Thereof Singapore, Switzerland July 14, 1998
337-TA-143 Certain Amorphous Metal Alloys and Amorphous  Japan, Germany Sept. 9, 1997
Metal Articles
337-TA-146 Certain Canape Makers No foreign respondents Mar. 22, 1997
337-TA-152 Certain Plastic Food Storage Containers Hong Kong, Taiwan Nonpatent
337-TA-167 Certain Single Handle Faucets Taiwan Nonpatent
337-TA-170 Certain Bag Closure Clips Israel Aug. 25, 20003
May 26, 20013
337-TA-174 Certain Woodworking Machines South Africa, Taiwan Mar. 27, 19983
Sept. 17, 20013
337-TA-195 Certain Cloisonne Jewelry Taiwan Nonpatent
337-TA-197 Certain Compound Action Metal Cutting Snips Taiwan Nonpatent
and ComponentsThereof
337-TA-228 Certain Fans With Brushless DC Motors Japan Sept. 30, 20023
337-TA-229 Certain Nut Jewelry and Parts Thereof Philippines, Taiwan Nonpatent
337-TA-231 Certain Soft Sculpture Dolls, Popularly Known as  No foreign respondents Nonpatent
“Cabbage Patch Kids,” Related Literature,
and Packaging Therefor
337-TA-240 Certain Laser Inscribed Diamonds and the Israel Dec. 23, 20003
Method of Inscription Thereof
337-TA-242 Certain Dynamic Random Access Memories, Japan, Korea Aug. 6, 2002

Components Thereof, and Products
Containing Same

Sept. 24, 2002

See footnotes at end of table.
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Table A-27— Continued
Outstanding sec. 337 exclusion orders as of Dec. 31, 1996

Investigation Date patent
No. Article Country 1 expires 2
337-TA-254 Certain Small Aluminum Flashlights and Hong Kong, Taiwan June 6, 20043
Components Thereof
337-TA-266 Certain Reclosable Plastic Bags and Tubing Singapore, Taiwan, Nonpatent
Korea, Thailand,
Hong Kong
337-TA-276 Certain Erasable Programmable Read Only Korea Feb. 13, 19993
Memories, Components Thereof, Products Dec. 23, 20003
Containing Such Memories and June 17, 20023
Processes for Making Such Memories June 7, 20053
337-TA-279 Certain Plastic Light Duty Screw Anchors Taiwan Nonpatent
337-TA-285 Certain Chemiluminescent Compositions France Nonpatent
and Components Thereof and Methods of Feb. 2, 1999
Using, and Products Incorporating, the Same
337-TA-287 Certain Strip Lights Taiwan Nonpatent
Apr. 7, 20003
337-TA-293 Certain Crystalline Cefadroxil Monohydrate Italy, Spain, Switzerland Mar. 12, 2002
337-TA-295 Certain Novelty Teleidoscopes Hong Kong Nonpatent
337-TA-308 Certain Key Blanks For Keys of High Security Korea Jan. 13, 2004
Cylinder Locks June 19, 20053
337-TA-314 Certain Battery-Powered Ride-On Toy Vehicles Taiwan Sept. 22, 2001
and Components Thereof Jan. 31, 2003
Dec. 6, 20033
Jan. 27, 2004
Sept. 22, 20063
337-TA-319 Certain Automotive Fuel Caps and Radiator Caps Taiwan Nonpatent
and Related Packaging and Promotional Oct. 4, 19983
Materials July 22, 20063
June 22, 20063
337-TA-320 Certain Rotary Printing Apparatus Using Heated France, Spain Apr. 30, 20043
Ink Composition, Components Thereof, and
Systems Containing Said Apparatus and
Components
337-TA-321 Certain Soft Drinks and Their Containers Colombia Nonpatent
337-TA-324 Certain Acid-Washed Denim Garments and Hong Kong, Taiwan, Oct. 22, 20063
Accessories Brazil, Chile
337-TA-333 Certain Woodworking Accessories Taiwan Mar. 2, 20083
337-TA-337 Certain Integrated Circuit Telecommunication Taiwan May 18, 2001
Chips and Products Containing Same,
Including Dialing Apparatus
337-TA-344 Certain Cutting Tools For Flexible Plastic Taiwan Aug. 1, 20003
Conduit and Components Thereof
337-TA-354 Certain Tape Dispensers Hong Kong, Taiwan Apr. 7, 2001
337-TA-360 Certain Devices For Connecting Computers Taiwan Feb. 13, 2007

Via Telephone Lines

See footnotes at end of table.
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Table A-27— Continued
Outstanding sec. 337 exclusion orders as of Dec. 31, 1996

Investigation Date patent
No. Article Country 1 expires 2
337-TA-364 Certain Fluoroelastomer Compositions and Italy Sept. 1, 1998

Precursors Thereof

337-TA-365 Certain Audible Alarm Devices For Divers Taiwan Aug. 21, 20073
Oct. 12, 20083

337-TA-366 Certain Microsphere Adhesives, Process For Taiwan Aug. 17, 19973
Making Same, and Products Containing Same,
Including Self-Stick Repositionable Notes

337-TA-372 Certain Neodymium-Iron-Boron Magnets, Magnet  People’s Republic May 20, 20053
Alloys, and Articles Containing Same of China, Hong Kong,
Taiwan
337-TA-374 Certain Electrical Connectors and Products Taiwan Jan. 22, 2008

Containing Same

337-TA-376 Certiain Variable Speed Wind Turbines and Germany Feb. 1, 20113
Components Thereof

337-TA-378 Certain Asian-Style Kamaboko Fish Cakes Japan Nonpatent

1 This column lists the countries of the foreign respondents named in the investigation.
2 Multiple dates indicate the expiration dates of separate patents within the investigation.
3 Patent term extended pursuant to 35 U.S.C.§ 154(c).

Source: U.S. International Trade Commission, Office of Unfair Import Investigations.
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Table A-28
U.S. imports for consumption of leading GSP-duty-free imports, 1996
(1,000 dollars)

HTS Total U.S. Imports of GSP articles
HTS item imports for
Rank No. Description consumption 1 GSP-eligible 2 GSP duty-free 3
1 8521.10.60  Color, cartridge or cassette magnetic tape-type video ........... 2,582,783 1,049,211 677,334
2 8517.11.00 Line telephone sets with cordless handsets .. .................. 1,441,569 719,529 666,622
3 8527.31.40 Reception apparatus for radiotelephony, not capable of recording 860,077 529,966 379,294
4 9403.60.80 Wooden (except bent-wood) furniture, other than seats ......... 1,634,025 442,120 366,945
5 1701.11.10  Raw sugar not containing added flavoring or color .............. 900,754 775,246 366,941
6 8527.39.00 Radiobroadcast receivers, nesi, including apparatus ............ 493,653 338,086 285,032
7 2909.19.10 Ethers of monohydric alcohols ........... ... ... ... ... .. ... 859,127 224,701 212,433
8 8517.19.80 Telephone sets; videophonesnesi ........................... 1,067,543 290,711 212,280
9 4015.11.00  Surgical, medical clothing (including gloves) of vulcanized rubber 734,662 693,456 198,652
10 8516.50.00 MICrOWAVE OVENS . .. ittt et ettt et e et et e e e et 672,620 197,076 195,094
11 7202.41.00  Ferrochromium containing more than 3 percent of carbon ....... 202,432 190,037 173,921
12 9401.69.60 Parts of seats of a kind used for motor vehicles ................ 437,211 193,169 163,094
13 8531.20.00 Indicator panels incorporating liquid crystal devices ............. 759,773 243,438 161,082
14 8517.80.10  Telephonic apparatus; intercom systemsnesi .................. 347,341 164,466 157,701
15 4104.31.40 Upholstery leather, of bovine and equine leather ............... 357,879 175,186 145,926
16 8415.10.00  Air conditioning machines; window or wall types, self contained . . 395,021 144,662 142,592
17 8544.30.00 Ignition wiring sets, other wiring sets of a kind used in vehicles,
aircraft ... .. 3,733,386 478,197 134,727
18 8527.21.10 Radio tape player combinations . .............. ... .. ... 1,688,066 350,744 132,082
19 7113.11.50 Articles of jewelry, parts, of silver, whether or not plated or
Clad, NESI ..ot 347,318 135,535 121,706
20 7202.30.00 Ferrosilicon manganese ............ouiiiiiiiiiii i 187,881 120,854 120,854
Total, above items ... ... . 19,703,122 7,456,390 5,014,312
Total, all GSP Iitems ... ..ot 281,460,050 29,839,352 16,921,952

1 Excludes imports into the U.S. Virgin Islands.

2 These import data show total imports of the top 20 products reported under an HTS subheading that establishes eligibility for duty-free treatment under
GSP. For a variety of reasons, all imports from beneficiary countries that are “eligible” for GSP do not always necessarily receive duty-free GSP treatment.
Such “eligible” imports may not actually receive GSP duty-free treatment for at least four types of reasons: (1) the importer fails to claim GSP benefits
affirmatively; (2) the imports are from a beneficiary country that has lost GSP on that product or category for exceeding the so-called “competitive need”
limits; (3) the imports are from a beneficiary country that has lost GSP on that product because of a petition to remove that country from GSP for that
product; and (4) the imports fail to meet the rules of origin or direct shipment requirements in the GSP statute.

3 These import data show the total imports of the top 20 products that actually received duty-free treatment under the GSP program.

Note.—Because of rounding, figures may not add to the totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-29

U.S. imports for consumption and imports eligible for GSP treatment, by import categories under the Harmonized Tariff Schedule (HTS),
1996
(Million dollars)
Total U.S. Imports of GSP articles

HTS imports for
section Description consumption 1 GSP-eligible 2 GSP duty-free 3
| Live animals; animal products ............. . i 10,283 167 84
Il Vegetable products ... 11,578 771 153
1l Animals or vegetable fats, and waxes .............. i, 1,573 49 47
v Prepared foodstuffs, beverages, and tobacco . .......................... 16,046 1,810 830
\ Mineral producCtS .. ... ... 75,037 97 81
VI Products of the chemical and allied industries .......................... 41,563 1,225 741
VII Plastics and rubber, and articles thereof ............... ... ... ... ..... 20,932 1,766 923
VI Hides and skins; leather and articles thereof; travel goods, handbags,

and similar CoNtaiNers . ...... ... 6,721 547 394
IX Articles of wood, cork, or plaiting material .............................. 11,951 1,196 677
X Wood pulp; paper, paperboard, and articles thereof ..................... 16,978 182 125
XI Textiles and textile articles . .......... .. i 48,891 226 148
Xl Footwear, and headgear, and artificial flowers .......................... 14,559 364 117
Xl Articles of stone or ceramics; glass and glassware ...................... 7,890 541 470
XV Pearls; precious stones and metals; jewelry; coin ....................... 17,084 1,405 484
XV Base metals and articles of basemetal .......... ... ... .. . ... .. .. ..., 42,597 2,554 1,707
XVI Machinery and mechanical appliances; electrical equipment; parts and

accessories thereof ... ... ... 239,635 12,738 7,303
XVII Vehicles, aircraft, and other transport equipment ........................ 120,046 916 706
XVIII Optical, photographic, measuring, and medical apparatus; clocks

and watches; musical INStruments ...........c. it 26,950 1,509 506
XIX Arms and ammunition; parts and accessories ..................oeiii... 597 33 26
XX Miscellaneous manufactured articles . ............. .. ... ... ... 28,040 1,736 1,401
XXI Works of art, collectors’ pieces and antiques ................c.cooiuno... 2,772 - -
XX Special classification provisions . ...........ooiiii i 25,904 - -

Total, above ItemMS .. ... 787,628 29,832 16,922

1 Excludes imports into the U.S. Virgin Islands.

2 These import data show total imports, by sector, that are reported under an HTS provision that establishes eligibility for duty-free entry under GSP.
For a variety of reasons, all imports from beneficiary countries under HTS provisions that appear to be “eligible” for GSP do not always necessarily receive
duty-free entry under GSP. Such “eligible” imports may not actually receive duty-free entry under GSP for at least 4 types of reasons: (1) the importer fails
to claim GSP benefits affirmatively; (2) the goods are from a beneficiary country that has lost GSP benefits on that product for exceeding the so-called
“competitive need” limits; (3) the goods are from a beneficiary country that has lost GSP benefits on that product because of a petition to remove that
country from GSP for that product; and (4) the goods fail to meet the rule of origin or direct shipment requirements of the GSP statute.

These import data show the total imports, by sector, that actually received duty-free entry under the GSP.
Note.—Because of rounding, figures may not add to the totals shown.

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-30
U.S. imports for consumption of leading imports under CBERA, 1994-96

(1,000 dollars)

HTS No. Commaodity 1994 1995 1996
1701.11.10 Raw sugar not containing added flavoring or color ........ ... .. . @® 127,475 240,394
6406.10.65 Footwear uppers, other than formed, of leather .......... ... .. .. ... .. ... ... ... .. ... 219,360 186,753 194,789
2402.10.80 Cigars, cheroots and cigarillos, each valued 23¢ orover ............c.ccoiiiiiiinneennn... 50,073 74,815 154,951
7113.19.50 Jewelry and parts of precious metal except silver, except necklaces and clasps ............ 139,224 142,386 134,610
9018.90.80 Medical, surgical, or dental instruments and appliances .............. ..., 92,555 119,831 80,475
1701.11.20 Other sugar to be used for the production (other than distillation) of polyhydric alcohols .. ... 2 9,289 76,022
2905.11.20 Methanol (methyl alcohol), NeSI .. ... ... 54,617 40,849 67,144
0807.19.20 Cantaloupes, fresh, not entered Aug. 1-Sept. 15 . ...\ttt e e 343,963 351,419 62,912
7213.91.30 Bars and rods, hot-rolled, not tempered ortreated .. .......... .. i 458,057 457,279 60,491
2207.10.60 Undenatured ethyl alcohol for nonbeverage purposes ........ ..., 47,450 54,139 59,905
0302.69.40 Fresh or chilled fish, including sable, ocean perch, snapper, grouper, and monkfish ......... 34,989 34,963 45,739
0804.30.40 Pineapples, fresh or dried, not reduced in size, in crates or other packages ................ 35,885 35,240 43,017
8538.90.80 Terminals, electrical splices and couplings . ......... .. 31,086 37,201 41,320
0202.30.50 Frozen boneless beef, except processed . ......... .. S 45,293 37,359
8516.31.00 Electrothermic hair dryers . . ... ... 28,99 42,923 36,830
8517.90.36 Printed circuit assemblies for telephonic apparatus for switching or terminal
APPATAIUS, NEST . . o\ et ittt e e et e e e 0 0 35,938
8536.20.00 Automatic circuit breakers, for a voltage not exceeding 1,000V ........ ... ... ... ........ 0 34,725 33,975
1703.10.50 CaNE MOIASSES, NMESI . . ittt e e e e e e e 12,435 14,936 33,886
0201.30.50 Fresh or chilled boneless beef, except processed . ..., ®) 51,598 33,403
8536.50.80 Switches for electrical apparatus for voltage not exceeding 1,000 V,
excluding MOTOr Starter . .. ... ... et e 23,917 31,892 32,236
2009.11.00 Frozen concentrated Orange JUICE . . . ..ottt ittt e e e e e e e e 14,483 19,095 31,571
4016.93.50 Nonautomotive gaskets, washers, and seals of vulcanized rubber ........................ 16,211 24,687 25,862
9506.69.20 Baseballs and softballs .. ......... 22,100 21,886 21,896
0807.19.70 Other melons if not entered June 1-NoV. 30 ... .......oiuiret e 721,123 725,502 21,621
6210.10.50 Other nonwoven disposable apparel designed for use inhospitals . ....................... ®) 15,705 21,001
Total Of IteMS SHOWN . ... 946,466 1,299,880 1,627,349
Total all commMOditiES .. .. . 2,050,158 2,261,407 2,791,055
1 Prior to 1995, products under this HTS were reported under HTS 1701.11.01 part.
2 Prior to 1995, products under this HTS were reported under HTS 1701.11.02 part and 1701.11.03 part.
3 Prior to 1996, products under this HTS were reported under HTS 0807.10.20.
4 Prior to 1996, products under this HTS were reported under HTS 7213.31.30 and 7213.41.30.
5 Prior to 1995, products under this HTS were reported under HTS 0202.30.60 part.
6 Prior to 1995, products under this HTS were reported under HTS 0201.30.60 part.
7 Prior to 1996, products under this HTS were reported under HTS 0807.10.70.
8 Prior to 1995, products under this HTS were reported under HTS 6210.10.40.30.

Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.



Table A-31
U.S. imports for consumption under CBERA provisions, by country, 1992-96

(1,000 dollars)

Rank Country 1992 1993 1994 1995 1996
1  Dominican Republic ...... 567,738 657,673 751,028 845,356 932,413
2 CostaRica.............. 294,937 388,252 478,109 527,716 657,127
3 Guatemala.............. 192,955 208,262 171,381 168,467 279,768
4 Honduras ............... 112,512 127,399 139,838 156,840 207,289
5 Trinidad and Tobago ..... 44,695 44,602 142,901 144,247 184,895
6 Nicaragua .............. 40,018 74,408 80,554 78,543 116,007
7 Jamaica ................ 48,156 76,496 69,316 87,330 95,965
8 ElSalvador ............. 27,249 26,530 41,126 68,550 91,254
9 Panama ................ 23,753 38,524 35,141 39,357 51,352
10 Guyana ................ 1,202 1,246 13,100 17,409 32,285
11 Haiti oo 19,151 33,378 15,770 26,522 30,223
12 Belize .................. 23,733 12,526 13,112 16,676 24,760
13 Barbados ............... 15,478 20,177 21,313 23,043 23,089
14 Bahamas ............... 93,324 167,110 45,062 22,854 20,765
15 St Kittsand Nevis ....... 14,172 15,986 17,220 18,776 19,241
16 Stlucia................ 3,937 4,463 6,077 6,503 7,129
17  Netherlands Antilles . ..... 2,964 3,490 3,214 4,468 4,357
18 Montserrat .............. 41 271 886 1,488 3,962
19 St Vincent and Grenadines 165 233 1,299 2,527 3,580
20 Dominica ............... 1,008 1,293 2,112 2,200 2,204
21 Antigua................. 324 1,110 809 1,683 1,615
22 Grenada ................ 1,081 144 768 724 1,007
23  British VirginIslands . ... .. 68 17 11 12 631
24 Aruba .................. 10 21 12 114 138
Total ................. 1,528,690 1,903,613 2,050,158 2,261,407 2,791,055

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table A-32
U.S. imports for consumption under ATPA, by country, 1994-96

(1,000 dollars)

Rank Country 1994 1995 1996
1 Colombia ........ ... . 411,642 499,262 560,546
2 Peru .. 107,430 207,569 385,298
3 Ecuador ... 72,905 147,859 218,419
4 Bolivia.......... 91,840 84,100 105,791
Total ... 683,817 938,789 1,270,054

Note.—Because of rounding, figures may not add to the totals shown.
Source: Compiled from official statistics of the U.S. Department of Commerce.
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Table A-33
U.S. Imports for consumption of leading imports under ATPA, 1994-96
(1,000 dollars)

HTS No. Commaodity 1994 1995 1996
0603.10.70 Chrysanthemums, standard carnations, anthuriums and orchids ........................... 121,036 147,875 161,918
0603.10.60 ROSES, frESN CUL . ..o e e 105,475 126,897 156,039
7113.19.10 Rope and chain for jewelry, of precious metal exceptsilver ............. ... i, 29,036 101,574 100,841
7403.11.00 Cathodes and sections of cathodes of refined copper .......... ... . .. 8,239 11,995 91,749
0603.10.80 Cut flowers and flower buds suitable for bouquets, nesi ............ ... ... i .. 45,187 64,388 81,386
1604.14.40 Tuna and skipjack, not in airtight containers. . ........... .. i 13,802 36,524 57,933
7113.19.50 Articles of jewelry and parts thereof of precious metal except silver,

except necklaces and Clasps ... ...ttt 85,205 46,810 57,383
1701.11.10 Raw sugar not containing added flavoring or color ......... .. ... O] 31,860 54,635
0603.10.30 Miniature (spray) carnations, fresh Cut . ... ... .. i e 24,391 32,360 36,035
3921.12.11 Nonadhesive plates, sheets, film, foil, Strip . ...... ... . 28,260 29,967 33,598
7113.19.21 Rope necklaces and neck chains of gold . .. ... i 9,351 13,966 29,033
7901.11.00 UNWIOUGNE ZINC ..o 13,782 7,028 21,894
7108.13.50 Gold, in semimanufactured form, exceptgold leaf ........ ... ... ... 0 329 218,654
0709.20.90 Asparagus, fresh or chilled, not reduced in size, not entered Sept. 15-Nov. 15 ............... 8,760 12,868 15,285
7905.00.00 Zinc plates, sheets, stripand foil . ....... .. . 0 0 15,112
0302.69.40 Fresh or chilled fish, including sable, ocean perch, snapper, grouper, and

MONK SN o 17,055 19,174 14,471
7113.19.29 Gold necklaces and neck chains, other than rope or mixed link ............ ... ... ... ...... 10,493 10,926 11,676
7801.10.00 Refined lead, UNWrought . .. ... . 12,114 12,982 11,335
4202.91.00 Leather golf bags, travel bags, sports bags, and cases ..., 6,093 9,272 11,249
7108.13.70 Other semimanufactured forms of nonmonetary gold . ...................ciiiiriiiaiii.. ® 3 210,875
4421.90.98 Articles of wood, including pencil slatsand others ....... ... ... . i * 10,682 10,166
1704.90.35 Confections ready for CONSUMPLION ... ...ttt e e e e Q) ® 9,169
7115.90.10 Articles of gold, including metal clad withgold .. ........ .. ... ... .. . . . 0 0 9,115
4202.11.00 Leather trunks, suitcases, vanity cases, and briefcases ................. ... ... i 9,431 9,097 7,497
0804.50.40 Guavas, mangoes, and mangosteens, fresh, not entered June 1-Aug. 31 .................... 3,070 4,236 6,948

Total Of ItEMS SNOWN . ..o 550,780 740,810 1,033,997

Total all comMMOAItIES .. ..o 683,817 938,789 1,270,054

1 Prior to 1995, imports reported under HTS 1701.11.01 part.
2 In November 1996, imports under HTS 7108.13.50 were split between HTS 7108.13.55 and 7108.13.70.
3 Prior to November 1996, products under this HTS were reported under HTS 7108.13.50 part.
4 Prior to 1995, imports reported under HTS 4421.90.95 part.
5 Prior to 1996, imports reported under HTS 1704.90.20 part.
Note.—Because of rounding, figures may not add to totals shown. The abbreviation, nesi, stands for “not elsewhere specified or included.”

Source: Compiled from official statistics of the U.S. Department of Commerce.






Other Recent ITC Publications

Annual Statistical Report on U.S. Imports of Textiles and Apparel: 1996 (Inv. No. 332-343, USITC
Publication 3038, April 1997). This report is the fifth in a series of annual statistical reports on imports of
textiles and apparel. The first three reports contained statistics on U.S. imports of textiles and apparel covered
by the Multifiber Arrangement (MFA), a multilateral agreement negotiated under the General Agreement on
Tariffs and Trade. The MFA was replaced by the Uruguay Round Agreement on Textiles and Clothing, which
provides for the liberalization and eventual elimination of quotas on textiles and apparel over a 10-year transi-
tion period ending on January 1,2005. (Also available on the ITC Internet server; see address below.)

Production Sharing: Use of U.S. Components and Materials in Foreign Assembly Operations,
1992-1995 (Inv. 332-237, USITC Publication 3032, April 1997) . This report, updated each year, assesses by
industry sector the products and countries that make use of the production sharing provisions of the Harmo-

~ nized Tariff Schedule of the United States, which provide reduced tariff treatment for eligible goods that are
processed in foreign locations but contain U.S.-made components. This year's report also includes a special
chapter that examines changes in the maquiladora industry in Mexico since the implementation of the NAFTA.
(Also available on the ITC Internet server; see address below.)

General Agreement on Trade in Services (GATS): Examination of South American Trading
Partners’ Schedules of Commitments (Inv. 332-367, USITC Publication 3007, December 1996). Examines
the GATS commitments scheduled by Argentina, Bolivia, Brazil, Chile, Colombia, Paraguay, Peru, Uruguay, and
~ Venezuela. (Also available on the ITC Internet server; see address below.)

Shifts in U.S. Merchandise Trade in 1995 (Inv. 332-345, USITC Publication 2992, September 1996).
Reviews U.S. trade performance in 1995, focusing on changes in imports, exports, and trade balances of key
agricultural and manufactured products and on changes in U.S. bilateral trade with major trading partners. The
report also profiles the U.S. industry and market for nearly 300 industry and commodity groups, pr0v1d1n°
estimated data for 1991-1995 on domestic consumption, production, employment, trade and import penetration.
(Also available on the ITC Internet server; see address below.)

U.S. Trade Shifts in Selected Industries: Services (Inv.332-345, USITC Publication 2969, June 1996).
Expands the scope of earlier annual ITC reports on trade shifts in selected industries, affording more compre-
hensive coverage of U.S. services trade performance. This report presents a statistical overview of U.S. trade in
services and a discussion of major trends, followed by industry-specific analyses focused on trends in exports,
imports, and trade balances during 1993-94. This year's report concludes with a discussion of the World Trade
Organization's General Agreement on Trade in Services, which entered into force on January 1, 1995. (Also
available on the ITC Internet server; see address below.)

Impact of the Caribbean Basin Economic Recovery Act on U.S. Industries and Consumers,
Eleventh Report, 1995 (Inv. 332-227, USITC Publication 2994, September 1996). This publication highlights
developments under the Caribbean Basin Economic Recovery Act (CBERA) which lowers duties for most
products imported from designated Caribbean countries. The report is the primary government source of data
on U.S. trade with the Caribbean and Central American region, providing product-by-product import data,
1dent1fy1n0 U.S. industries likely to face import competition from Caribbean suppliers, and analyzing investment
in the region as an indicator of future trade flows. (Also available on the ITC Internet server; see address
below.)

Annual Report on the Impact of the Andean Trade Preference Act on U.S. Industries and
Consumers and on Drug Crop Eradication and Crop Substitution (Inv. 332-352, USITC Publication
2995, September 1996). The Andean Trade Preference Act was signed into law in December 1991 as part of the
United States' "war on drugs" to promote broad-based economic development, stimulate investment in nontra-
ditional industries, and diversify the export base of the four countries in the Andean mountain region of South
America -- Bolivia, Colombia, Ecuador, and Peru -- that cultivate the coca plants from which most of the world's
cocaine is produced. ATPA reduces or eliminates tariffs for over 6,000 Andean products. This is the ITC's third
annual report in this series. (Also available on the ITC Internet server; see address below.)
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Global Competitiveness of U.S. Environmental Technology Industries: Air Pollution Prevention
and Control (Inv. 332-361, USITC Publication 2974, June 1996). Examines the global competitiveness of U.S.
industries that supply goods and services for air pollution control and prevention for stationary sources (such
as electric power producers and industrial manufacturers) and for mobile sources (such as cars, buses, and
trucks); the report also examines the air pollution control equipment and services industries of Japan and
Germany. (Also available on the ITC Internet server; see address below.) .

For additional copies of The Year in Trade 1996:

The Year in Trade 1996 (USITC Publication 3024, April 1997) is available for
downloading on the ITC's Internet server (see below). The report will also be
available at federal depository libraries in the United States and the offices of
the U.S. Information Agency abroad. It is also expected to be available on a
future edition of the Department of Commerce's National Trade Data Bank. To
order a printed copy, write to The Secretary, U.S. International Trade Commis-
sion, 500 E Street, SW, Washington, DC 20436, or call 202-205-1809. Requests
may be faxed to 202-205-2104.
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