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PREFACE

This pamphlet has been prepared by the staff of the Committee on
Finance to assist the committee in its oversight of U.S. foreign trade
policy. Its purpose is to provide a summary of current events relating
to U.S. international economic policy, the administration of the Trade
Act of 1974, and the progress of the multilateral trade negotiations,
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UNITED STATES INTERNATIONAL TRADE POLICY AND
THE TRADE ACT OF 1974

I. RECENT EVENTS AFFECTING THE WORLD
ECONOMY

A. State of the World Economy

The economies of the United States and other industrialized coun-
tries are slowly recovering from the first synchronous world recession
since 1957 and the most severe economic conditions since the 1930’s.
For two years the developed world has been plagued by an unprece-
dented coincidence of recession and inflation complicated by wide
fluctuations in prices for commodities and the oil embargo and price
irgll'fas(eis of the Organization of Petroleum Exporting Countries
(OPEC).

For the United States, the recession has been especially severe, Un-
employment in the United States during 1975 reached 8.6 percent,
a level not experienced since 1941. The gross national product declined
in real terms both in 1974 and 1975. Industrial production declined
through most of 1974 and the first half of 1973, Declining inventories
and rising retail sales suggest that a modest recovery is under-
way in the United States, However, unemployment continues at 8.3
percent with 7.7 million persons on the unemployment rolls; and a
return to full employment levels—4 to 5 percent unemployment—is
not expected before 1980.

Other industrial countries also experienced higher unemployment
rates in 1975 but. in both relative and absolute terms, those rates
remain considerably below the rate of employment in the United
States. For example, in Japan the unemployment rate rose to 2.2 per-
cent in October 1975 (from an average of 1.3 percent between 1965-
1974) directly affecting 1.2 million persons; in West Germany the rate
increased to 5.4 percent (from an average of 1.2 percent in the 1965
1974 period) affecting 1.2 million persons. (See chart on page 2 for
comparative unemployment rates among industrial countries.)

The governments of most industrial countries have adopted expan-
sionary economic policies intended to encourage the recovery of their
economies, although fears of exacerbating inflation remain. The
leaders of these countries, particularly the European countries where
the recession arrived later and where recovery is lagging, look to the
United States to lead the world economic recovery. The Organization
for Economic Cooperation and Development (OECD) forecasts for
1976 a four percent increase in the aggregate gross national products
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of the industrialized nations. This compares with a two percent overall
decline in output experienced by OECD countries in 1975.}

UNEMPLOYMENT

PERCENT BF LABOR FOACE

Unsted States

:\—\\\/

X

905 2 had age

i

Japen

&
k

West Germany

THOUSASES OF
PIASOAS VBLMPLOYED
LATIST aTl | 1 ver [Jwee~g
fores | Lo
Nev 1S | 2.000 |6 018 e
OS] tige 856 rd
LYYRES I Bt | $3 .8

Hrance /\/l.‘
/‘ (R )
N »
1y
— —
United Kingdom 50
A} -’\\ Dec 75 | 1152
7% \.\ P
Italy «Quartarly)
3 ,..-/—N—\.../—\ e
i ‘-\\L\_/'AJ ' L

N

‘il i

(28]

874

1872

SOTE Co'e s marseatly a¢, 3108 Lowgiovrent rou b Frams ort 031 maind The

1873

1874

1975

LS raws The saten tor Fiaact a0 6 e Ur ol Loogem 9L0 6 Do sacrgeset By abont LT\ a3f SN\ coipac vty 4 41 G o Aol Eamany
€a20ns00 By LN 10 M roughiy ComPs ol wnin WS sa'er

A2

e'es 10ewr tpe Jagit Ta v ot 8 (o ate 8 £ 0aghn Tongasb

)

1 Between 1959 and 1073, the growth of the real gross natlonal products of the seven
largest industrial countries (United States, Canada,
Ttaly, and Great Britain) averaged 8 percent per year. In 1874, the economles of Japan
and the United States each declined about 2 percent, while the economies of the other
five maintained marginal growth. In 1975, however, the effects of the recession on gross
national products was more generally telt: United States. minus 2 percent; Canada,
minus 1 percent: France, minus 5 percent: Germany, minus 5 percent; Italy, minus 7
percent ; and Britaln, minus 2 percent. Japan alone among industralialized countries cxpe-
rienced marginal economic growth during 1973,

Japan, France, West Germuny,
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Although many countries sustained trade deficits in 1975, West Ger-
many maintained a huge trade surplus ($17.8 billion through Novem-
ber) and the United States and Japan had more moderate trade sur-
pluses. During eleven months of 1975, U.S. exports (excluding foreign
aid and “Public Law 480" agricultural exports) totalled more than
£96.4 billion (f.a.s.) while imports for the same period totalled $94.3
billion (c.1.f.), yielding a positive United States balance for the eleven
month period of about $2.0 billion. The following table presents the
latest available data on the balances of trade for seven industrial coun-
tries. U.S. trade data have been adjusted to exclude foreign aid exports
and to place imports on a c.i.f. basis.

COMPARATIVE BALANCES OF TRADE FOR MAJOR INDUSTRIAL
COUNTRIES, 1975

(Billions of dollars)

Exports Imports Balance
United States................. 96.4 94.1 +2.3
Japan..................Ll 50.2 45.1 +5.1
West Germany................ 82.9 65.1 +17.8
France........................ 48.9 47.4 +1.5
United Kingdom.............. 38.1 44.4 —6.3
taly. ... 28.8 288 ............
Canada........................ 26.5 28.3 -1.8

Source: Economic Indicators, Office of Economic Research, Central intelligence
Agency. Jan. 7, 1976.

The improvement in the U.S. balance of trade is attributable to a
number o? factors including the devaluation of the dollar. Ironically,
the world recession during 1975 was an important factor in the U.S.
trade surplus. The normal flow of consumer goods imports into the
U.S. market was arrested by the decline in consumer demand and the
severity of the recession in the U.S. economy. At the same time, be-
cause the recession arrived later in other countries, U.S. exports con-
tinued to increase in value. Agricultural exports grew briskly both to
developed countries and to the Soviet Union, which once again had an
unexpectedly poor harvest.

The recession brought about a decline in world trade both in abso-
lute and relative terms. For the first time in the postwar period,
there was an absolute decline in the volume of world trade during
1975. According to the International Monetary Fund. the exports
of industrialized countries reached a value of $124.1 billion during
the third quarter of 1975, compared to $125.1 billion in the third
quarter of 1974. Imports of industrialized countries during the
same quarter of 1975 were $128.9 billion, compared to $137.6 billion
in 1974. Because these dollar figures are not adjusted for inflation.
the decline in trade in terms of volume was even greater.

The decline in world export markets introduced serious new pres-
sures in the world trading system as major trading nriions sought to

64-627—76 —2



4

maintain positive trade and payments balances. Among industrialized
nations, Japan, West Germany, France, Great Britain, Italy, and
Canada all contended with balance of payments deficits during 1975.
Despite the declaration of Western leaders at the Rambouillet Sum-
mit Conference, the British imposed restrictions on selected imports,
as did several other countries. To date the United States has not
taken any action under the “escape clause” provision (section 201)
of the Trade Act of 1974 and has exercised the “unfair trade prac-
tices” authority a very few times, for example, in the cases of dumped
fﬂ\olf carts frem Poland and subsidized footwear from Taiwan and
{orea.!

For developing countries, higher oil prices and the world recession
pose a far more serious problem. One recent estimate is that while the
quadrupling of world oil prices brought about a 2 percent reduction in
the groscs national products of the major industrial countries, it
brought about a 3 percent reduction in the GNP's of the non-OPEC
developing world and a doubling of the GNP's of OPEC countries.?

While some non-OPEC developing countries have been able to
finance their higher oil bills most have suffered from a decline in com-
modity prices and a reduced ability to borrow. Even the wealthiest
of the developing countries without petroleum reserves have found
it increasingly difficult to borrow funds as their international credit
lines have begun to wither. International food shortages have further
compounded the problems of developing countries, particularly the
most impoverished. Higher food prices are forcing developing coun-
tries to spend a greater proportion of their export earnings to feed
their populations. Without a reduction in oil prices and increased
financial and food assistance, a number of non-oil producing develop-
ing countries, so-called “fourth world” countries, will be in severe
straits. The sale of exports is by far the most important means by
which fourth world countries can earn the foreign exchange necessary
to purchase oil and food and to invest in their capital bases. The export
carnings of developing countries, morcover, are closely linked to the
economics of the developed countries. However. as world income and
trade grow, world market demand for exports of developing countries
increases less rapidly than it does for the exports of developed coun-
tries. For example, In 1969 the value of total world trade grew by 14
percent, but the exports of developing nations grew by only about 9
percent. Accordingly the developing countries’ share of world trade
has been steadily declining relative to the share of the developed coun-
trics. It is this economie syndrome which the Generalized System of
Preferences of the Trade Act is intended to remedy.

Trade, aid. and monetarv matters are interrelated in the world
economy and cannot be validly separated. The oil embargo and price
increases of the OPEC countries were essentially political acts, yet
they have had profound implications for the world economy, including

._*On January 16, 1976, the International Trade Commission notified the President that
increased imports of stainless and alloy tool steel are a substantial cause of serious
injury to certain industries and recommended that a quota be imposed. Under the Trade
Act. the President has sixty dars to decide what form of import relief. if any, he will
provide. If he declines to provide relief or if he provides rellef other than that recom-
mended bv the Commissfon. the Congress may bv adoption of a concurrent resolution
implement the rellef originally recommended by the Commission.

2 Han<en, Roger N, In "The U.S. & World Development ; Agenda for Action.” Over-eas
Development Council, 1975, p. 157.
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a recession, stunted development, and the risk of widespread import
restrictions.

If there is one conclusion which can be drawn from the current state
of the world economy it is that no country or group of countries can
achieve economic security by pursuing policies which are injurious to
other countries and detrimental to world economic order. The process
of international economic interdependence compels international

cooperation.
B. The New International Economiec Order

For many years, and particularly since the first meeting of the
United Nations Conference on Trade and Development (UNCTAD)
in 1964, the developing countries have sought a new international order
in which the developed countries would transfer resources to the devel-
oping countries. Through UNCTAD and other international forums
the developing countries have pressed with some success for greater
multilateral aid and preferential trade agreements. But develop-
ing countries’ dissatisfaction with their economic lot, once popu-
larly referred to as their “crisis of rising expectations”, has now be-
come a new economic militance reflected 1n the events of the past two

ears.

y The oil embargo and subsequent quadrupling of oil prices by the
OPEC has given the developing world a new weapon in its quest for
wealth—resource monopoly. Since the OPEC embargo, developing
countries have several times attempted to repeat the pattern of OPEC
from increasing the taxes on bauxite, for example. to forming a cartel
to export bananas. However, the poorest of the developing countries
were unable to ride the commodity boom of 1973-1975 and continue
to suffer severe economic distress. Yet, these countries most seriously
affected by the cartel pricing policies of OPEC countries apparently
believe that their road to economic salvation lies in unilateral price
and supply actions against developed countries. Their hopes buoyed,
the developing countries have formed more than ten producer asso-
ciations since the OPEC embargo; none has yet been able to imitate
OPEC with success.

1. Evolution—While organizing among themselves in the past two
years, third world countries have also used international forums to
convey how they feel world economic relationships should be changed
to better suit their development goals. In May of 1974, as a result of a
special session of the General Assembly which studied raw materials
and development, the United Nations adopted a resolution titled
“Declaration of the Establishment of a New International Economic
Order”. The developing countries state through the resolution that the
existing world economic order is in conflict with their development
goals, and that new principles must be respected in the formulation of
a new order. Among the new principles enumerated are countries’
rights to “preferential and non-reciprocal” trade treatment for devel-
oping countries, the improvement of the “competitiveness of national
materials facing competition from synthetic substitutes.” the linking of
prices of raw materiz] exports with prices of manufactured imports,
the unconditional ex ension of foreign aid. and the facilitation of
technology transfer to developing countries.
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In December of 1974, the General Assembly of the United Nations
adopted a resolution entitled “Charter of Economic Rights and Duties
of States”. The fundamental purpose of this resolution is “to promote
the establishment of the new international economic order” referred
to above. The charter states that every nation has the right to asso-
ciate in primary commodity producer associations and that other na-
tions must not apply economic and political measures to limit such
associations; and that nations shoul(s take steps “aimed at securing
additional benefits for the international trade of developing countries
so as to achieve a substantial increase in their foreign exchange earn-
ings.” Also included is the suggestion that developed nations should
lmli) the development process by promoting “increased net flows of
real resources to the developing countries from all sources.”

During the same month of the approval of the UN Charter of
Rights and Duties of States, the Secretary General of the UNCTAD
issued a report on a proposed integrated program for commodity trade.
The UNCTAD proposals include the creation of a common fund for
the financing of large international buffer stocks which would hecome
a part of a system of international commodity agreements. As a backup
mechanism, the report reccmmends compensatory schemes be used to
make up losses in export earnings where commodity agreements fail
to maintain prices and supplies at projected levels.

In February of 1975, a group of developing countries met in Dakar
to confer on policy matters affecting raw materials. They issued a
resolution which finds that the framework and organization for world
commodity trade are outdated and inadequate as instruments of
cconomic change and development. The resolution calls for the full
implementation of the Charter of Rights and Duties of States and
for the developed countries to compensate developing countries for the
exploitation and depletion of third world natural resources.

In March of 1975, a conference of the United Nations Industrial
Development Organization adopted a resolution entitled “The Lima
Declaration on Industrial Development and Cooperation.” The Lima
Declaration not only reiterates many of the findings and exhortations
of carlier resolutions mentioned above. but it also introduces concrete
economic f;zoals for the developing world. The developing world now
accounts for approximately 7 percent of world industrial production:
the declaration calls for that share to increase to at least 25 percent
of total world industrial production hy the year 2000. As the declara-
tion points out, “this implies that the developing countries should
increase their industrial zrowth at a rate considerably higher than
the 8 percent recommended” previously by a United Nations develop-
ment group.

In all of the above resolutions and declarations, international com-
modity agreements. earnings stabilization programs, and preferential
trade treatment play important, albeit not exclusive, roles. The basie
objectives sought hy the developing countries through these programs
are the stabilization of their export earnings, a real transfer of wealth
from the developed to the (le\'exoping world, and a heightened degree
of economic self-determination.

2. Implications for I'.N. Trade Policy.—There are several schools
of thought within the Executive Branch on the most appropriate U.S.
response to the international clamor for a new economic order. The
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United States has historically pursued a policy of bilateral and multi-
lateral financial and agricultural aid to developing countries. The
U.S. has not encouraged the formation of commodity agreements,
although there have been exceptions, such as sugar and coffee.

Several agencies in the Executive Branch (most notaielllg the Treas-
ury Department) hold the view that the free market mechanisms will
lead to the most efficient distribution of resources. Advocates of the
free-market policy do not quarrel with the basic concepts of a world
economy which transfers resources to the developing world but ob-
ject to the cartelization of the world economy. They argue that eco-
nomic issues should not be discussed and worked out together in essen-
tially political arenas, but rather should be addressed on a case-by-
case basis and should provide for the ultimate decisions on price and
supply to be decided by parties trading in a free market.

Another viewpoint is that the present is not the time to establish
mechanisms for the resource transfers of the next decade and that the
United States should adopt a “wait and see” attitude. This view is
based on the proposition that the OPLE( cartel is now at the peak of
its strength and will come under increasing pressures in the next few
vears. To use the apparent success of the OPEC cartel as the backdrop
against which to negotiate, it is argued, is to insure that the United
States will be locked into a decade-long foreign economic policy of
weakness merely because it suffered a few vears of economic distress.
Thus. the proponents of this alternative policy prefer caution in the
participation of the United States in international commodity and
financial agreements until the long-term viability of the OPEC cartel
can be more clearly assessed.

However, the “frece market” and “wait and see” viewpoints may
already have gone by the boards in the formulation of U.S. foreign
economic policy. at least so far as the Executive Branch is concerned.
In a speech delivered last September before the United Nations on
behalf of the Secretary of State, a new foreign economic policy was
outlined by the United States. Secretary Kissinger announced that the
United States will press for new international economic initiatives to
meet the challence of resource transfer which the developing countries
have articulated. Although such a policy will not commit the United
States to enter into an international agreement in the case of every
commodity nor bind the United States to unconditional financial as-
sistance, the announcement reflects the attitude that we should not
“stonewall” the demands of developing countries but rather make
sonie conerete concessions in the hope that the drive for radical change
in the world economy will be at lcast temporarily diverted.

(¢) Commodity Agreements—In his September United Na-
tions speech, Secretarv Kissinger proposed that “a consumer-
roducer forum be established for every key commodity to discuss
ow to promote the efficiency, growth, and stability of its market.”
A commodity agreement is an intergovernmental contract which
regulates production, exports, or trade of basic commodities to pre-
vent an excess of supply or demand in order to maintain or stabi-
lize prices and stocks. gommodity agreements define the activities
of major trading partners in rapidly changing economic condi-
tions so as to smooth out the usual boom-bust fluctuations in com-
modity prices and supplies.
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Historically, several primary commodities produced in a
limited number of countries were controlled by closely-linked
private international corporations. The corporations would form a
cartel to ensure that even the most inefficient of member corpora-
tions could operate on a profitable and stable basis. The cartel
would designate a cartel manager who would use cash and a buffer
stock to maintain prices and supplies in the market on a day-to-day
basis. If the market and buffer stock transactions were inadequate
to maintain market conditions according to plan, the cartel would
agree to production cutbacks by member corporations. However,
with the exception of the tin cartel, the major corporate inter-
national arrangements were unable to endure the vagaries of the
market for manyv years and became ineffective.

After World War IT, the United States attempted to establish
an International Trade Organization (ITO) which would, among
other things, determine the form, duration, and general terms of
commodity agreements. While the ITO never came into existence,
the principles laid out in Chapter VI of the ITO draft charter
survive as the basis for many of today’s international commodity
agreements. In general, the ITO Charter permitted commodity
agreements for primary products where exchange earnings were
important to producers and where the stability of such earnings
was important to economic development planning. New agree-
ments would be intergovernmentaf rather than intercorporate.
The objective of the agreements was to moderate price fluctuations
and to establish stable prices fair to both producers and consumers.

A 1947 UNESCO resolution recommended to the ITO commod-
ity agreement provisions to United Nations member states. Be-
cause the ITO never took effect, the UNESCO resolution is the
only legal basis-for international commodity agreements, Al-
though the General Agreement on Tariffs and Trade (GATT)
contains a provision prohibiting quotas and other quantitative
restrictive measures (GATT Article XI), Article XX (h) of the
GATT exempts intergovernmental commodity agreements which
are consistent with the UNESCO resolution.

Commodity agreements are tailored to the nature of the parties
and the trade in cach particular commodity. While each agree-
ment may contain variations, the major devices are: 1) collective
contracts: 2) quota contracts; and 3) buffer stocks.

The collective contract device has been employed by the United
States during its participation in the International Wheat A gree-
ment. It is an agreement to offer contracts for the sale of a basic
commodity at a specific minimum and maximum price for certain
vears. The collective contract involves those countries who antici-
pate having a surplus agreeing to offer for sale a certain amount
of the commodity at prices within an agreed-upon range. When
collective contracts have involved the supply of grains to develop-
ing countries, they have recently included agreed-upon amounts of
grain aid.

Quota controls include quantitative restrictions on imports or
exports by member countries. The agreement may discourage ex-
port and production subsidies by awarding larger quotas to effi-
cient producers. A price range may be set, and membership may
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be induced by providing preference for sales to consuming nien-
bers when prices are high and restriction on purchases from nen-
members when prices are low.

A buffer stock is a quantity of the commodity which may te
varied in size by purchase or sale on the open market. The com-
modity council may project the long-term supply and demant
estimates and thereby derive a desired price range for the m-
modity. The council will then sell out of the buffer stock wi.en
prices are in the high end of the range and buy in the open mark. t
when prices fall into the low end of the range. An agreenint
may have a provision for the financing of buffer stocks with
marketing levies or with the profits which may result from burfer
stock trade. It is not unusual for a commodity agreement to in-
clude both a buffer stock and quotas. Buffer stocks must te
large enough to maintain the desired range of prices; tliey are
expensive to maintain and the sharing of costs can be a con-
tentious issue between producer and consamer nations. Produicer
countries are more interested in “floors” than “ceilings”, while
consumers have the opposite interest. Generally the ceiling a-j~ .t
of a commodity agreement is more ephemeral than real.

Major international commodity agreements have recentiv ta.n
in effect for tin, cocoa, coffee, wheat. and suzar. The Food .1
Agriculture Organization of the United Nations is ~pon~orinir «i n
study groups on agricultural goods. Theze commodities .}
rice, grains, citrus fruit, jute,/kenaf and allied filiers, oilaeis o -
and fats, bananas, hard fibers. wines and vine products roa. - |
meat. Associations of producer countries are in effect fori . v -
copper, petroleum, rubber. iron ore, mercury, and turcaen, €
modities covered by producer a-soclations are cand i <
possible international agreements, particularly if . <<t
plies becomes of greater concern to consuming countriv <.

(b)Y Earnings Stabilization.—~1In his September United N -
speech, Secretary Kissinger proposed the creation “of 1 - «
development security facility to stabilize overall export . vr - _ -
The facility would replace the International Monvtary F .-
(IMF) existing compensatory financina facility and w. . i
loans to developing countries which need to finan o - -
in their export carnings,

In December of 1975, members of the IMF (i { e 00
rather than to replace. the compensatory finnpes fo T |
cility is designed to assist countrics with ort { Vs - -
of payments which result from factors Levend oo r

-

notably from lower prices or prodiiction 1 ieie (0 -
commodities, Assistance is in the form of 1wed ™ -
(3 to § years) at low interest rates (4 to 6 porcert s, P
for this purpo-e were previously Timited ro 20 o e
try’s membership quota in the TMF, with no noove

that (25 percent of quota) in any sinele vear. Uniiore’ o]
change, a country will now be able to borrow up to 7o
1ts quota, with no more than 30 percent of its qtain v v - -
year.,

To obtain a compensatory loan, a country appi. <o t'0 V3
A calculation is made on the country’s averase Lu'an o of ;
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ment deficit for the two preceding yeais, the year of the loan, and
a projection of the two succeeding years. The December change
:n fompensatory finance rules removed the restriction that a coun-
try could borrow less for this purpose if it had already borrowed
to finance a commodity buffer stock; there is no more link be-
tween export stabilization borrowing and the buffer stock
facility.

In February of 1975, the European Community signed a trade
agreement, the Lome Convention. further opening its markets to
a group of 46 African, Carribean. and Pacific (ACP) countries.
Part of the Lome Convention was an agreement to make avail-
able to ACP countries a commodity export stabilization finance
svstem. The system is applicable to 12 primary product groups.
Where an ACP country’s earnings from the export of one of the
twelve products represent at least 7.5% of its total export earn-
:nzs, that country is entitled to request a financial transfer if its
carnings from the export of the product to the Community are
at Jeast 7.5¢ below an average level of the four preceding years.
For the 34 least developed. landlocked, or island ACP countries
the dependence and trigger thresholds are 2.5%. The European
Community is allocating 375 million units of account ($440 mil-
lion) for the stabilization system. The Convention includes the
principle that the 42 better-off ACP countries should repay the
export stabilization transfers they receive if they have made sufli-
cient earnings progress in the ensuing five vears.

(7Y Prcferential Trade Treatment—Developing countries have
long complained that the major industrialized countries discrimi-
nate against them by maintaining high tariffs on semi-manu-
factured and manufactured goods and low or no duties on pri-
mary products. Their theory is that this “tariff escalation” (i.e.,
the greater the degree of processing in a good, the higher its
duties) discourages them from industrializing. At the 14,64
UNCTAD meeting, the developing countries formally proposed
that the developed countries grant the former tariff preferences
on their exports to the developed countries. Over the following
vears, the developed countries ratified the tariff preference con-
rept by agreeing to extend their individual preference programs
to “heneficiary developing countries.”

The tariff preference systems currently in effect in the European
Commnunity (EC). Japan. and the United States all recognize
spproximately 100 beneficiary developing countries. Iowever.
there are differences among the systeme. The EC and Japan
permit imports of some manufactured goods on a duty-free hosis,
—ihicet to tariff quotas. Quantitative import ceilings (quotas)
exist for each product group. Imports of eligible products above
these ceiling levels are subject to normal most-favored-nation
duty rates. In addition. imports from any one beneficiary develop-
ire countrv are subject to maximum amount limitations. In the
case  of “censitive” manufactured and semi-manufactured
products, the EC also regulates the amount of each product which
can enter each of the separate member States. Both the EC and
Japan restrict the number of agricultural imports receiving
preferential treatment to a few selected items. Eligible agri-
cultural produets are admitted at margins of preference averaging
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4 percent of the MFN rate in the case of the EC and 50 percent of
the MFN rate for Japan. Agricultural products are not subject
to quantitative restrictions, but in some cases must still face a
variable levy which operates like a quota.

In contrast to the preference systems of Japan and the EC, the
U.S. system is not based on tariff quotas. The U.S. system applies
a “competitive need” rule, limniting imports of a particular product
from a particular country to $25 million in value or 50% of total
U.S. imports of the product. The U.S. generalized system of pref-
erences 1s discussed in greater detail on p. 37.

C. International Economic Negotiations

Attempts by the nations of the world to manage the world economy
and to coordinate their foreign economic policies are characterized bf'
complexity and apparent confusion. This is because the issnes which
must be resolved among the nations are technically complex and be-
cause those issues are directly related to politically sensitive domestic
interests. In addition, discussion of these issues necessarily raises
frndamental questions about the nature of national sovereignty.

Despite these difficultics, the rapid expansion of world trade and
increasing awareness of the interdependence of national economies
have resulted in renewed efforts to achieve international agreement
on the management of the world economy and coordination of inter-
national econowie activities. These efforts take place in a variety of
organizations, ad hoc multilateral negotiations, and bilateral diplo-
matic discussions. This part of the T)rieﬁng document will briefly
describe the major negotiations and consultations which are currently
important to the international economic system.

1. Rumbouillet.—From November 15 to November 17, 1975, the
heads of state and of the governments of France, the Federal Re-
public of Germany, Italy, Japan. the United Kingdom, and the United
States met at the Chatean de Rambouillet outside of Paris for an
cconomic summit meeting, The scope of the meeting included enerey.
trade, and “North-South™ economie relations. The nieeting at Rawm-
bowllt rezulted in a joint deciaration of the participants.

The most important statements in this declaration include a re-
affirmation of the participants’ commitment to the principles of
the Organization for Economie Cooperation and Development
COECD)Y pledee to avoid protectionist measures and to a 1977
woal for the completion of the Multilateral Trade Negotiations
in progiess in Geneva under the Tokyo Declaration. The decla-
ration also contains a compromise hetween the United States and
France under which mternational exchange rates will continue to he
set by micans of the free market with the understanding that national
rmonetary authorities may act to counter di~orderly market conditions
or erratie fluctuations in exchange rates. This compromise Lind the
fondation for the new International Monetery Fund (IMF) agree-
ments reached in Jamaica in January 1976, In addition. the declara-
tion commits the participants to nimke hmprovements in the inter-
national arragenaents for the stabilization of export carnings of
developing countries and in measures to assist the developing coun-
tries In financing their deficits through the IMIE and other appro-
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priate international organizations. Finally, the declaration commits
the participants to future cooperation in order to reduce their depend-
ence on imported energy through conservation and development of
alternative sources of energy.

8. Conference on International Fconomic Coopcration—Until Sep-
tember 1975, the United States opposed any international negotia-
tions hetween the developed countries and less developed countries
dealing with the hroad range of economic issues which divide tho-e
two groups. Instead of a general negotiation, the United States hoped
to begin nevotiations between the encrgy consuming nations and the
energy producing nations. Largely as the result of opposition from the
Organization of Petroleum Exporting Countries (OPEC), attempts
to establich an international energy conference failed. In his speech
in September, 1975, to the Seventh Special Session of the United
Nations General Assembly, Secretary of State Kissinger announce:l
the willingness of the United States to participate in a general nego-
tiation between the developed and less developed countries and spee-
ified 41 proposals for action.

As the result of this change in the position of the United States, the
Conference on International Ecoromic Cooperation (CIEC) con-
vened in Paris on December 16, 1975. Twenty-seven delegations are
attending the conference representing eight developed countries, in-
cluding the European Community, and 19 developing countrics, in-
cluding several members of OPEC. The conference is chaired by Can-
ada and Venezuela. The initial meeting resulted in the creation of four
commissions covering specifie subject matters. The United States i1s
co-chairman of the energv commission along with Saudi Arabia, The
European Community and Tran co-chair the commission on finance.
Japan and Peru co-chair the commission on raw materials, and the
European Conuaunity and Aleeria co-chair the commission on de-
velopment. The commissions will begin their working meetings on
February 1101976,

The developed conntries are coordinating their policies in the CTEC
throngh the Exeeutive Committee in Special Se<ion of the OECD. Tt
i~ apparently the intention of the United States to seek ereation of a
new institution with a small permanent secretariat based in Paris to
administer the activities of the fonr commissions. Other than oppo-i-
rion to tving cowmodity prices to the rate of inflation in the prices for
manufactured coods, “indexation™, and apparent agreenent on the
n=e of Seeretary Kissinger's 10N speech as a basie framework, little
2 known of the policy position of the United States and the otl.er
developed countries in the CIEC. The 19 less developed countries met
Peginning onJJaneary 01975 to attempt to coordinate their positior <.
To dare this strateey ses~ion appears to be moving slowly as a reau't
of ditferenees between the oil producing and non-oil producing -«
developed connrries, The less doveloped countries have, however, an-
nonneed that they infend to seel “firm guarantees™ from the dovelopw |
cenntries that the CIEC will not be a miere diplomatic excreise hut will
lead to positive decisions,

5. Worll Foud Negotiations.—International trade in agrienltuzal
prodoets has heen a percistent problem which is being dealt with ‘n
rany ditferert organizations and necotintions. This is becanuse of the
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increasing demand for agricultural products as the world’s population
grows, severe fluctuations in the supply of agricultural products due
to variations in crop yield as a result of both weather conditions and
fluctuations in the supply of fertilizer, and domestic agricultural pol-
icies intended to maintain agricultura] sector income and minimum
levels of agricultural production. Many of the problems raised by
domestic agricultural policies are being addressed in the Multilateral
Trade Negotiations underway in Geneva which is discussed in the next
vart of this document. Other significant international negotiations re-
]ating to international trade and food include the International Wheat
Council (IWC) which is currently meeting in London. The focus of
the IWC discussions is currently on the establishment of an interna-
tional grain reserve which will be used to stabilize the amount of grain
available to the international market.

As the result of the World Food Conference which met in Rome in
1974, a World Food Council. a Consultative Group on Food Produc-
tion and Investment, and an International Furd for Agricultural De-
velopment have been established. The World “ood Council is intended
to provide overall coordination of implementatien of the resolutions
and objectives of the World Food Conference particularly through
various United Nations agencies such as the Food and Agricultural
Organization. The Consultative Group for Food Production and In-
vestment 1s intended to encourage a larger flow of resources to develop-
ing countries for food production and to coordinate assistance fromn
the developed countiies to the less developed countries to assure a n.ore
effective vee of fool resources. The International Fund for Acricul-
tural Development is intended to provide additional financial assist-
ance on a concessional basis for agricultural developr:ent purposes in
developing countries. The United States Lus made it clear that anv
contribution by it to the Fund will depend upon contributions by all
nations in the mnount of at least ¥1 Lilhon and negotiation of accepta-
ble articles of acrecment. Finally, the Consultative Group for Inter-
national Aerieultural Rescar i (CGTAT) is facilitating the trapsfer
of agrienltural techinology to the b=z developed conntiies. Current!y.
the CGIAR 15 focusing on means by which pest-liarvest food grains
lossc<mav he redneed.

It <hould be noted that. in addition to the international orcaniza-
tions diseriszed above, virtuallv all the develojed rations are carryinge
bilateral fool assstance progran.s for ~elecred less developed coun-
trics. The developed countries are consnlting with cach other abont
their activitics in the bi'ateral food a-wiztance avca throush the De-
velapment A<isanee ond Aericultore Comniittees of the OLCD.

4. The [ntorrat onal Movetary Sytem—~The international wore-
tary ~system i~ mansged primarily throueh the Internacional Mor etary
Funl (1M, Ocher institntions which play a role aie the Bank for
Intarrational Sottdement-s the Grenp of Teno and Warkine Pany
3 of the Keonamie Paliey Conmnitree of the OFCD. The recent nveet -
ing of the Interim Committee of the Boarl of Governor< of the IME
in Jamadea residied in agreement npon < which will partially re-
place the Briton Woods Acreement, That Aoreenient essertindiv
collapsed in 1971 when the United Stcez anilaterally pemoved Stee'f
from the coll vtandard thoreby permitting the valve of the dollur 1o
be determined by the intarnationad currency market, The Interim
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Committee agreed that floating exchanee rates will be recognized as
the norm while the IMF will act to influence any country which lets
its floating exchange rate get <o far out of line that it achieves an
unfair trade advantage over its competitors, The TMF must still work
out the details of the compromise hetween the United States and
France reached at Rambouillet and Jamaica on the “managed float™.

The Jamaica meeting also ratified plans to sell one-sixth of the
TMI's mold holdings. approximately 23 million ounces, at world mar-
ket prices with the profits resultinz from the difference between the
official price of £42.22 an ounce and the world price of approximately
$130 an ounce being used to establish a trust fund for the benefit of less
developed countries. Conditions on loans from the trust fund to less
develobed countries will be lers stringent than thoze applying to loans
from the recular IMF funds. An additional 25 million onnees of aold
will be returned from the IMF to member countries on the basis of
their quotas. Finally, the IMF members agreed to increase the amount
of loans each member nation can receive from cach of the three cate-
gories of normal loan funds in the IMF, “credit tranches”, by 45
percent.

The importance of the international monetary <ystem to interna-
tional trade cannot be underestimated. This is because a flexible inter-
national monetary system is essential to the process of adjustment
between the economies of the trading nations which results in currency
valuations that accurately reflect the rates of inflation, productivity,
and government economic policies of those nations.

5. The Organization for Economie Cooperation ond Derelopment
and the Customs Cooperation Council—The OECD, which is head-
quartered in Paris, is primarily a concultative body made up of the
major industrial democracies. The developed conntries use the QLECD
and its various committees and working groups to conduet both stud-
1es and negotiations on particular problems which they jointly must
resolve and to coordinate their policies for purposes of other interna-
tional negotiations such as the Multilateral Trade Negotiations and
the Conference on International Feonomic Cooperation. Of the
many activities currently underway in the OECD, one of the most
tinportant is the dizeussion in the Committee on Trade on an inter-
national code on covernment procurement policies which the United
States hopes will reguire foreion governments. particnlarly the mems-
bers of the Europeam Community., to open their government procure-
ment to foreiem <appliers. Tt is the intention of the members of the
OFECD to uze the government proenrement code they decide upon as
the Lasis for necotiations in the Multilateral Trade Negotiations. The
Q1CD Committee on International Investment and Multinational
Fouterprises is working on a draft code of condact for multinational
enterprices, This deaft is an attemnpt to codify the rights and duties
of both multinationa} eorporations and their host countries in the
condiet of international businezz, The Exeentive BDranch intends the
draft code to be one of the mechanisms by which the principles
exprezzed in the Ribicoff Anticorrupt Practices Re-olution, S, Res.
205, 04th Congress, can be ipleriented.

The Customs Cooperation Couneil (CCCY provides a forum for
the exchanee of information and harmonization of customs require-
ments for member countries, The most important work of the Council
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is currently being carried in the Harmonized System Committee and
involves the devefopment of an internationally agreed upon commodi-
ties code containing a tariff classification system and a harmonized
system for valuing imports for purposes of levying duties which will
be adhered to by all major trading countries. The work on the new
commodity code is well underway and approximately 2095 of the
products traded internationally have been tentatively classified. In
addition to the work of the Harmonized System Committee, the CCC
Permanent Technical Committee is currently involved in negotiations
on harmonizing and simplifying customs procedures and documenta-
tion requirements. The results of the work of the CCC in both the
commodity code and the customs procedures areas will undoubtedly
become involved in the Multilateral Trade Negotiations if it is com-
pleted before the end of the negotiations.

6. The Gencral Agreement on Turifis and Trade—The major in-
ternational agreement dealing with international trade is the Gen-
eral Agrecment on Tarifls and Trade (GATT). The GATT is an exec-
utive agreement which has never been approved as a treaty or through
implementing legislation by the U.S. Congress. Over 80 nations are
now signatories to the Agreement. In addition to being an agreement
which sets forth rights and duties of nations involved 1n international
trade, the GATT is also an institution with a permanent Secretariat in
Geneva, The GATT Secretariat, in addition to providing an institu-
tional framework for Multilateral Trade Negotiations, carries on
studies of particular problems of concern to the contracting parties.
The GA'TT has sponzored six major rounds of multilateral trade nego-
tiations since it was established in 1947, the most recent until ncw
being the “Kennedy Round” from 1962 to 1967. All of these past
negotiations concentrated on tariff reductions with the exception of
the Kennedy Round which, in addition to substantial tariff reductions,
resulted in the negotiation of an International Antidumping Code.

In 1973 the ministers with responsibilities for international trade of
the contracting parties to the GATT met in Tokyo to initiate a new
round of multilateral trade negotiations. The Tokyo Declaration is-
sued by those ministers states that the focus of the new round. the
“Tokyo Round,” should be on non-tariff measures and on the problems
of the less developed countries.

In very general terms, non-tariff measures are those policies of na-
tional governments which are intended to protect domestic markets
from imports through non-tariff means, for example, quotas. and
oncrous customs procedures. In addition. non-tariff measures include
domestic policies which, intentionally or nninientionally, result in the
cost of national programs being imposed on foreign nations or for-
eign persons rather than on the citizens or government of the country
establishing the program. Lxamples of the latter kind of non-tariff
measure are export subsidics, regional development incentive pro-
grams, government procurement restrictions, produet standards. en-
vironmental standards, and packaging and labeling requirements, The
attempt to harmonize all these policies. or at least establish rules for
the implementation of policies 1n the future so that their impact on
international trade will be taken into consideration, is at the core of
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the current Multinational Trade Negotiations which will be discussed
in detail in the next part of this document.

II. ADMINISTRATION OF THE TRADE ACT OF 1974

A. Multilateral Trade Negotiations (Title I)

Title I of the Trade Act of 1974 delegates to the President the
hasic negotiating authority for the “Tokyo Round” of multilateral
trade negotiations now underway in Geneva., The Act authorizes the
President, for a period of five years, to enter into trade agreements
with other countries for the purpose of harmonizing, reducing, or
eliminating tariff and nontariff barriers to trade in international
goods and services. Among other things, the President is authorized
to enter into trade agreements to reduce duties within certain limita-
tions. In the case of agreements on nontariff barriers, the Act estab-
lishes procedures requiring approval of such agreements by the Con-
gress. In addition, the Act makes it an overall negotiating objective
of the United States to obtain more open and equitable market access
for U.S. exports of goods and services. The Act enumerates other
negotiating objectives for the United States including reform of the
General Agreement on Tariffs and Trade (GATT).

The first year of serious multilateral trade negotiations is over. It
has been a slow, tedious negotiation marked by procedural impasses,
particularly on agricultural issues. During 1975, the Trade Negotia-
tions Committee (TNC), the overall coordinating body for the GATT
nezotiations, created six working groups to coordinate various as-
pects of the negotiations. The six groups have spent the past year
collecting and analyzing data. sharpening issues, and generally per-
formine the technical work which must precede substantive negotia-
{in]ns. The groups and their responsibilities are briefly summarized

welow :

1. Yontariff Measurcs.—The Nontariff Measures (NTM) Group has
worked to identify and select significant nontariff barriers to inter-
national trade appropriate for negotiation. The barriers which are
selected will be considered by four NTM subgroups: (a) A guantita-
tive restrictions and import licensing subgroup which will consider
quantitative restrictions and import licensing procedures: (b) a tech-
nical barriers to trade subgroup which will consider standards. pack-
aging and labeline. and marks of origin; (c) a customs subgroup
which will consider customs valuation, import documents. eustoms
nomenclature, and customs procedures: and (d) a subsidies sub-
aronp which will consider the related issues of subsidies and counter-
vailine duties.

9. Tropical Products Group.—The Tropical Products Group was
established to carrv out negotiations on products grown in tropical
climates which are primarily of interest to less developed countries,
for example, cocoa, coffee. tea, and bananas. The Group has agreed
to proceed initially with bilateral negotiations on products of interest
to developing countries. Product request lists have been received from
developing conntrics and it is anticipated that these nroduct reauest
lists will be the subject of intensive bilateral negotiations early in
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1976, with the prospect of an agreement on tropical products by the
end of the year.

3. Tariffs.—During the past year the Tariffs Group has directed its
efforts toward the negotiation of a general tariff reduction formula,
an agreement on product exemptions to such a formula, an agreement
on the range of items to which the reductions would be appTied (i.e.,
whether or not agricultural tariffs would be included), and toward
defining the relationship of tariff negotiations to the interests of the
less developed countries (how preferential treatment under the tariff
cutting formula can be afforded the products of less developed coun-
tries). Several delegations have proposed. for purposes of discussion.
tariff cutting formulas. The Europcan Community has proposed a
harmonization formula (i.e.. the higher the tariff. the deeper the cut),
aimed at reducing high tariffs by a larger percentage than low tarifis.
possibly to a threshold level (e.g., 5 percent ad valorem), below which
no further cuts would occur. The European Community asserts that
such a formula would bring about substantial tariff reductions and also
protect the interests of the developing countries by preserving their
margin of preference under the generalized system of preferences.

The U.S. deleation has proposed for discussion three alternative
formulas aimed in varying degrees at linear tariff reductions, the ap-
proach used in the Kennedy Round. The first U.S. proposal, for ex-
ample, would reduce tariffs across the board by a common percentage
(60 percent). A second U.S. formula provides for an across the hoard
G0 percent linear reduction down to a 5 percent floor. A third U.S. for-
mula combines a 60 percent linear reduction with a harmonization
factor, The United States is expected to offer a concrete tariff cutting
fornmla at the next meeting of the Tariffs Group and to push for
agreement on a tariff cutting formula by the end of 1976.

1. Agriculture Group.—~During 1975 agriculture was the focus of
the niost serious impasse in the GATT negotiation. The disagreement
ic between the United States and other agricultural exporting coun-
tries, on the one hand. and the European Community, on the other,
over the manner in which agriculture should be treated in the negotia-
tions. It is the U.S. position that agriculture issues should be negotiated
“in conjunction with® industrial issues. (Section 103 of the Trade Act
of 1974 requires that, to the maximum extent feasible, the negotiation
of acricultural trade barriers should be undertaken “in conjunction
with” the negotiation of industrial trade barriers.) The European
Community. on the other hand, is of the view that the Agriculture
Group should be the exclusive forum in the negotiation for discussion
of any issue affecting agriculture. The purpose of the Agriculture
Group, the United States contends, is to examine the “special char-
acteristics” of certain agricultural issues and to support the efforts
undertaken by the Tariff Group. the NTM Group. and other groups
which should conduct the negotiation of issues which impact on agri-
culture. The Enropean Community generally has declined to discuss
agricultural issues in any forum outside the Agricultural Group.

Tiie United States and the European Comnmunity have been unable
to reconcile their differences over the negotiation of agricultural issues
despite intensive talks during the past year. Several attempts to resolve
the agricultural issue have been unsuccessful. Recently the European
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Community Commission and the governments of all but one member
state, France, interpreted an October understanding as between the
United States and the European Community as permitting the talks
to continue. as a matter of procedure, pending satisfactory resolution
of the substantive issue.

Early in 1975 there was strong support from many delegations for
the creation of commodity subgroups of the Agriculture Groug with
respect to dairy products, meat and cattle. sugar and grains. In the
past, the United States has generally favored commodity subgronps
for negotiating purposes. More recently, the United States has opposed
establishment of commodity subgroups but agreed to the ereation of
subgroups for dairy. grains. and meat. Thus. procedural issues have
preoccupied agricultural negotiations, and no discussions of sub-
stance have yet taken place,

5. Sectors Group.—The Scctors Group has met several times during
the past year and has commissioned a number of studies by the GATT
Secretariat of various product sectors to determine whether they are
appropriate for a sector negotiation. The United States, Canada, and
others have sought sector negotiations in which barriers to trade in
specific product sectors will be reduced or even eliminated on a recipro-
cal basis. Section 104 of the Trade Act of 1974 states that a principal
U.S. negotiating objective shall be to obtain, to the maximum ex-
tent feasible, competitive opportunities in appropriate product sectors
for U.S. exports equivalent to competitive opportunities afforded im-
ports of like or similar merchandise into U.S. markets. The report of
the Finance Committee on the Trade Act of 1974 lists five product
sectors which the committee feels are appropriate for product sector
negotiations: Steel, aluminum, electronics, chemicals and electrical
machinery. The European Community and Japan have generally been
opposed to sector negotiations.

6. Safequards Group.—The Safeguards Group is concerned with
measures taken by countries to protect their economies from imports
which cause market disruption or injury to industries by import com-

etition. During the past year, the Safeguards Group has directed
its efforts to the cataloging and analvsis of current safegnard prac-
tices prior to deciding how Article XIX. the GATT safegunards provi-
sion, shonld be amended. It is not anticipated that the Safeguards
Group will conclude an agreement until a later stage in the
negotiations.

At a meeting of the Trade Negotiations Committee, in December,
1975. the United States urged that the vear 1977 be set as a target for
the final phase of the multilateral trade negotiations. Accordingly.
the United States ecalled for accomplishment during 1976 of nine spe-
cific steps required to prepare for the final agreements during 1977,
The United States urged that the following intermediate goals he
reached during 1976: An agreement on tropical produets, a tariff ent-
ting formula. a framework for a subsidies/countervailing duty code,
completion of a standards code, a procedure for dealing with quotas.
a basis for a revised GATT safeguards system, selection of sectors for
complementary negotiations, parallel progress in deciding special
treatment for less developed countries, and negotiating approaches to
such issues as access to supply, dispute settlement procedures, treat-
ment of tax practices, bribes and other unethical trade practices, and
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government procurement. The United States also urged that the joint
declaration of western leaders at the Rambouillet Summit, calling for
early progress in the trade negotiations, be adopted.

Section 135 of the Trade Act of 1974 requires the Executive Branch
to establish private advisory committees to advise the U.S. negotiators
on bargaining strategy and objectives in the trade negotiations. The
requirement that these committees be created was added to the law in
response to criticism that the U.S. private sector had not been ade-
quately consulted on negotiating strategy during the Kennedy Round.

As of this writing, the Executive Branch has created 45 committees
to advise the President on various aspects of the trade negotiations. Of
these, three are policy-level committees which have been established to
assure an exchange of views and information between the government
and the private sectors: An Industry Policy Advisory Committee
(IPAC), an Agricultural Policy Advisory Committee (APAC), and
a Labor Policy Advisory Committee (LPAC). These committees
have been organized and have been meeting periodically throughout
the year. In addition, the Trade Act requires the Executive to estab-
lish sectoral committees to advise on matters within specific product
snetors. To date, 27 Industry Sector Advisory Committees (ISAC’s).
8 Agricultural Technical Advisory Committees (ATAC's), and 6
Labor Sector Advisory Committees (LSAC’s) have been established
and have been meeting during the past year.

_The Trade Act also requires the Executive to establish a public Ad-
visory Committee for Trade Negotiations (ACTN) to be composed of
not more than 45 agricultural, consumer, retail, labor, industry, and
general public members, This Committee, which is chaired by the Spe-
cial Trade Representative, has been appointed by the President and
has begun its work in advising the Executive Branch on the overall
public interest aspects of the trade negotiations.

B. Escape Clause and Adjustment Assistance (Title II)

1. Provisions of the Trade Act of 197}.—Article XIX of the Gen-
eral Agreement on Tariffs and Trade permits countries to modify,
suspend, or withdraw any obligation made under the Agreement if,
as the result of obligations under the Agreement and unforeseen de-
velopments, imports increase to the extent that they cause, or threaten
to cause, serious injury to domestic producers. This provision is com-
monly known as the “cscape clause.”

2. Section 201.—DBefore the Trade Aect of 1974, the U.S. law im-
plementing the escape clanse was Title ITT of the Trade Expansion
Act of 1962 (TENA). Section 201 of the Trade Act of 1974 replaccs
the TEA with a different escape clanse provision. Under the TE\,
increased imports must have been in major part the result of trade
agreement concessions before import relief measures were taken.
Under the Trade Act of 1974, no link to concessions is required. Fur-
thermore, under the Act. increased imports must only be a substantial
cause of serious injury or the threat thercof (“substantial cause” is
defined to mean a cause which is “important” and not less than any
other cause) and no longer the major factor (generally assumed to
mean a cause greater than all other causes combined) causing such
injury, as required by the TEA.
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Under the Trade Act of 1974, if the International Trade Commis-
sion (ITC) finds that imports are a substantial cause of serious injury
(or threat thercof) to an industry, the President is required, with cer-
tain exceptions, to provide some form of import relief (duty increases,
tariff-rate quotas, quantitative restrictions, orderly marketing agree-
ments, or, under appropriate circumstances and, upon a recommenda-
tion of the Cominission, adjustment assistance). Under the Trade Act,
the President can also choose not to provide import relief when he de-
termines that it will not be in the national economic interest. However,
if the Congress prefers the form of import relief proposed by the 1TC
to the relief provided by the President, or if the President determines
not to provide import relief, then a majority of those present and vot-
ing of both Houses can pass a resolution requiring the President to
implement the relief recommended by the 1TC.



STATUS OF ACTIONS UNDER SECTION 201

ITC injury determination

Petition Presidential
Product Date petition filed withdrawn Pending Positive Negative action

Birch faced plywood. .. Apr. 18, 1075 . .. . e X NA

Bolts, nuts, and screws. May 22, 1070, ... ... . i e X NA

Wrapper tobacco.... ... May 5, 1070 . e e e pod NA

Asparagus............. JUIY 10, 1975, . (tied vote)

Specialty steel......... July 16, 1975, . . e D X (due
Mar. 15,
1976)

Frozen strawberries.... July 24, 1975, .. X i e

Slide fasteners......... Aug. 18,1975.............. X (dueFeb.18,1976).......................

Footwear...... ......... Aug. 20, 1975.............. X (dueFeb.20,1976).......................

Stainless steel flatwear. Aug. 28, 1975.............. X (dueFeb.28,1976)..............onit.

Work gloves............ Sept.8,1975............... X (dueMar.8,1975).......................

Mushrooms............ Sept. 17, 1975.............. X %due Mar.17,1976)......................

Blue pigments......... Oct.2,1975 . ............... X (due Apr. 2, 19763 .......................

Shrimp................. Nov.17,1975.............. X (dueMayl17,1976).......................

Source: U.S. International Trade Commission.

1%
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3. Adjustment Assistance.—In addition to import restrictions under
the escape clause, U.S. law provides financial and technical assistance
to workers, firms, and communities which suffer injury as the result of
increased imports. The criteria of injury for adjustment assistance are
similar to those for the escape clause. The purpose of adjustment
assistance is to facilitate changes within the U.S. economy to meet new
competitive conditions resulting from changes in the pattern of inter-
national trade.

(a) Workers.—The Trade Act of 1974 makes major modifica-
tions in adjustment assistance for workers displaced by increased
imports. These changes make adjustment assistance easier for
workers to obtain. In addition to easing the eligibility tests, the
level of benefits is increased. Additional benefits to assist ad-
versely affected workers find new employment, including job
search, training, and relocation allowances, are provided.

Under the worker adjustment assistance provisions. workers
in a firm qualify for trade adjustment beneiits if the Secretary
of Labor, within sixty days after the filing of a petition, finds
that an absolute or relative increase in imports contributed im-
portanty to the workers’ unemployment and to & decrease in
sales or production of the firm from which they have beconie
unemployed. Workers certified as eligible for trade adjustment
assistance receive benefits equal to 70 percent of each worker's
average weekly earnings prior to the time he or she becomes unem-
ploved for a period of up to 52 weeks (the duration of Lenefit
eligibility may be extended for older workers and workers in
training). This benefit level, however, cannot exceed 100 pereent
of the national average weckly wage in manufacturing whi-h is
currently about £180.

Under the Act. States are responsible for the costs of benafits
for which workers would be eligible under existing State unem-
ployment insurance programs. Benefits provided above that
amount will be paid for bv the Federal Government. The pro-
aram will cost the Federal Government an estimated €335 miBion
i its first year and will expire September 30, 1982,

SUMMARY OF TRADE ADJUSTMENT ASSISTANCE CASES,
DECEMBER 31, 1975

Ectimated numter

Status Number of wor«ers

1. Petitions certified.................. 123 51,261
2. Petitions denied.................... 112 56,887
3. Petitionsin process................ 283 224,542
4. Withdrawals..................... .. 5 3.910
5.Terminations....................... 5 708
Total. ... 528 337,308

Source: U.S. Department of Labor,
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WORKER PETITIONS BY STANDARD INDUSTRIAL CLASSIF:CA
TION, APRIL 3 TO DECEMBER 31, 1975

Certified Ce-.ed
Esti- O
mited ~ace
num Le; -~ - J:
Industry Petitions workc?s Fetturs .-ue"s‘
02—~gricultural production, livestock .. ................. .. . 1 22
10—=Netalmining..................oonll. 1 63
21—Tcbacco manrufactures.. . . . ... ... ... L. . 1 =7
22—Textile mill products. .. .. 4 715 2 2.3
23—~F~pparel and other finished products
made from fabrics and similar
matenials.................. ...... . 32 g,4%5 :3 20
24—Lumber and wood products, except
furniture ...l 1 320
25—Furnitureand fixtures............... . ....ooiiiain : -2
28—Chemicals and allied produzts ..... ... .. . ..... ... . -3
29—Petroleum refining and related indus-
L T3 1 7
30—Rubber and miscellaneous plcstics
products. . ...l 1 400 1-3
31—Leather and leather products.. ....... 35 7.2i6 ) NI
32—CStone, clay, glass, and ccncrete
products. . .........ceeiiiiie, 1 6 2 C
33—Primary metal industries............... 6 3,31 3 =2
34—Fabricated metal products, except
machinery and transp. equipment.................. . .. 2 T.on
35—IJachinery, except electrical .......... 5 2,050 3 LU
36—Electrical and electronic machinery,
equipment and supplies............. 21 115824 i3 2 o-2
37—Transportation equipment. .. .......... 12 16,230 11 ST
39—Miscellaneous manufacturing indus-
triesS. .. e i 4 575 4 -
45—Transportationbyair.............c.oot oeieiii .. . 1 -
Tetal. ..o 123 51,261 112 -

Source: U.S. Department of Labor.

STATE DISTRIBUTION OF WORKER PETITIONS, AFR.L 3 72
DECEMBER 31, 1975

Certified Cer o4

Estimated Tttt L
number of ST
State Petitiors workers Petiti:rs PN
Alabama...........oo o 2 3¢
Arkansas.................. 3 1,300 2 225
California................. 2 850 1 icn
Colorado. ... . o 3 220

Connecticut............... 1 300 ... ...
Delaware..........coooven . 1 4,0C0C
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STATE DISTRIBUTION OF WORKER PETITIONS, APRIL 3
TO DECEMBER 31, 1975—Continued

Certified Denied
Estimated Estimated
number of number of
State Petitions  workers  Petitions workers
Georgia................... 1 65 3 210
Ilinois.................... 3 1254 4 6,040
Indiana.................... 5 958 ...
Kentucky.................. 1 16 ...
Louisiana................. 1 100 ...
Maine..................... 1 300 3 453
Maryland.................. 7 2,596 9 1,511
Massachusetts............ 9 2,502 5 662
Michigan.................. 5 10,100 7 15,945
Missouri.................. 16 8,139 13 3,922
Nebraska.................. 2 350 ...
New Hampshire........... 2 360 2 900
New Jersey................ 2 900 3 78
NewYork.................. 12 2,936 10 4,238
Ohio...........covveiin... 1 5 6,358
OregoN . ... e 1 360
Pennsylvania.............. 35 11,062 33 7,407
Tennessee................ 4 1215 ....................
Utah...................... 1 68 ...
Virginia. .................. 2 5140 2 1,239
WestVirginia.....................oi 2 1,213
Wisconsin................. 3 590 1 200
Wyoming.................. 1 130 ...
Total................ 123 51,261 112 56,887

Source: U.S. Department of Labor.

(b) Firms and communitics.—The Trade Act of 1974 continues
adjustment assistance to firms and provides it for the first time to
communities effective April 3, 1975. The Act makes it somewhat
easier for firms to qualify for financial and technical assistance
and establishes assistance to communities through the Iconomic
Development Administration.

To be certified eligible to apply for adjustment assistance. a
firm must demonstrate that increased imports of articles like or
directly competitive with those produced by the firm contributed
importantly to declines in sales or production, or both, and to
separation, or threat of separation of the firm’'s workers. Com-
munities must show that they have been adversely impacted by
similar causes.

During the last three quarters of 1975. the number of firms
(by industry) which filed acceptable petitions for certification of
eligibility was as follows:



0=

Petition
with-
Petition Certifi- drawn
accepted cation  (number  Certified Petition
Industry for fiing  pending  of firms) eligibie denied
Footwear........ 11 1 1 9 . ...
parel......... 6 S 2 ...
ushrooms. . ... 4 ... . 4
Consumer
electronics. . .. 3. ... 1 2 .
ranite........ 2 ... ... 2.
Leather.......... ) R 1 e
Marble..... ... .. ) S 1 ..
Ball bearings. ... . 1.
Textiles. ... ... 2 . ... 1 1.
Textile machin-
ery parts. ..... ) e L 1
Total...... 132 5 4 122 1

1includes 9 firms previously certified under the Trade Exgansicn Act which cid
not have their adjustment progosa’s approsed tefore Apr. 3, 1975,

Source: U.S. Department of Commerce.

In the latter part of the year, the Departmient of Commerce
authorized trade adjustment assi-tance for four firms totaling
$3.5 million, including $3.050,000 1n direct loans and $450,000 in
guaranteed loans. Employment in the four companies whose pro-
posals were approved currently amounts to approximately 630
persons and 1s projected to inerease by 225 aduitional jobs when
the recovery plans of the tirms are tully implenented.

Although everal trade-impacted communities expres~d an
interest in the trade adjustment assistance program, no petitions
for certification were filed during the vear, possibly because niany
potential petitioning communitics may be cor.<idering their pros-
pects for ass.stance under other comnnity development pro-
erams of e Eeonomie Development Administrat'on for which
they may already Le eligilile,

C. Unfair Trade Practices (Title I1I)
1. Piorivions of the Trade At of 17 ;. —The Trale At of 1074

substantially revies Executive authority to respond to foregn unfair
aade practices, including anthorittes under the Trade Expansion Act
of 1062, the Antidumping Aot Izt an b the Tarif Aot of 1900, The
Inte tion 1s to assure a sw.ft resporse to foreign import rostrictions,
export subsidics, price discrirination Chirping, and other unfar
foreign trade practices,

2 Neerign ol —Section 301 of the Trade Aet of 1674 wives the
Prezident new authority to act acatisr nnfair Gade practios The
President is authorized to retaliate arain-t foreien countries which
impose unjustifiable or ur:casonable restrictions acuinst U.S, ecu-
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nierce. includine the withholdirz of supplies. The section al<o pro-
vides the President with explicit authority to rétaliate against coun-
trivs whoeh maintain sueh restrictions amainst U.S, serviees a3 well
as U=, trade in goods, Diserimination against U.S. services includis,
bat 13 not lmited to, diserini‘nation azainst U8, shipping, aviation,
and in~urance industriea Inaddition, retaliatory actions may be taken
with re-pect to foreign services as well as foreign merchandize,

In order to rake ~ection 201 an etfective tool awvainst foreign prae-
thoes and policies adversely atfecting the U= economy, the Trade
At of 1074 provides acomplaint procedure whereby interested partics
cnpesitien the Specal Reprosentative for Trade Negotiations to
condet pablie Loarnes on allesed unfale practiees and policies. The
Syl Representative s pepiited to report to Coperess on a -enii-
s b besiseoncerning the stars of the teviows undertaken pursuant
toth s aetion,

Tio At reuirca thar actions tiken by the President under section
2ol ceneraily feoonoa selective bavsorbat foonly acainst these conn-
troos Sonnd so Ve gte et ULScommieree, The Prestdent has
tha Dooretion o cuirsta b azainst a single country or on a most-
fovorodor aion oo s aeais <t all eountries) basis when retaliating
sz -t el e e oy rcsenable import reatrictions. Congress
et v Presidental determination to act against “innocent”
comntroc< and roguize, by conenrrent resolution, that the President act
onlv ooninst the ofering conurtry cor countries) maintaining unrea-
zor. Mo or nnivefiable restrictions avainst U.S. comn.erce,

Tle anthority to retalitte in situetions in which a foreign nation
withholds supplics of peeded commaodities without justification com-
plenents other fratures of the Act directing the President to negotiate
1ow, enforeeable rolos with respect to export restraints. In an interna-
tho b cenporite perind ebaracterized by widespread shortages and
inteionctisizavital aspect of the trade negotiations,

STATUS OF PETITIONS UNDER SEC. 201

Cyecitrin FPeoruztor Courtry L~‘artrace
vl 7. .8 Tyl .23 graclce a. ejed C socsiticn
Jan. 1, 1373 Snge 3 Guate ;1. Fastr ot ronome STR review 2o p fted
0oren i Goates arson.erse’ irs
maant g ath SLatema
s~ g2t CeLn.
Jan 1T 1375 fimmaeecyt Cataza L Tlita st LS e:;s SR -2, ewzart~, g
£ 335 LRIl SURLE SRR Tat
wth Ty aza L2352,
A.3.7, 1373 £:32._.7en E.-2zogn Varaz e 2, eS STR ra, 0w
P latiadiVl) [ IR PhalViR . |
Tty
Cent, 12,1372 Cat-eAd .2 Yoo~ um ~roant Co
LS. o7 ks atta
L.2s art.r _3r.Cn
LjetuL es. Tyeter,
Sy 1T T3TS S Mg b FepstoLnsuy ob)
L3 L3R omat o sur ] 0 STR = anmg5n 230

seorwe Ot e ctSpel y Fagresartyt @ cor Try_e tvegstat s,

A et e g Tl o Scerhy e of s T T At of 100

. - ) - . 1 .
vootres e Seererary of the Tee vy to tnn ese e s pon lportedd
e Do Ve s e T e, prodietions or onpeort Tas benedited

drecriy or ety Toom a bosr v om et canhat Iy destowed Ly

af reion covernmnt or person Seeton ol of the Trade Aet of 10T
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makes major procedural changes in Section 303 to improve the vpera-
tion of the stutute:

(a) Under the Act, the time period for countervailinrg duty
investigations begins to run from the date a petition is presented
to the Secretary of the Treasury. Notice of the receipt of such
petition must be published in the Federal Register.

tb) The Act provides that:

(1) The Secretary of the Treasury lLas six months from the
date of the petition 1n which to make a preliminary deterniination
astothe existence of a bounty or grant.

2) If the mitial determination indicates the exi=tence of a
bounty or grant 1s likely, the Secretary of tlie Treasury has an
additional six montis to negotiate with the particular forern
country (ies) to oltain the elimination of the bounty or grant.

(3) If the bounty or grant, or any portion thereof, remaius in
cffect, the Seerctary of the Trea~ury is 1equired to issue a final
conntervailing duty order following the cnd of the second -ix-
ionth period (total time period one year from date of petition).
However, he may <nspend the application of the order if he
determines that

(1) adequate ~teps have been taken substantially to reduce
or eliminate the adverse etfect of the bounty or grant:

(ii) there is a reasonable prospect that successful trade
agreements will Le entered into, under section 102, with
foreign countries providing for the reduction or elimination
of nontariff barriers: and

(1ii) the imposition of countervailing duties would be
likely to seriously jeopardize the -atisfactory completion of
siich nesotiations,

The suspension must be ended if any of the conditions deseribed
abose do not continue. and may otherwise be ended at any time.
The authority of the Secretary to suspend countervailing duties
expires January 3, 1979, The initial determination. the results
of any recotiation, and any final determination (ineluding sus-
persion of countervailing duties) must he made public. The
wiiver does not apply in the case of sulsidized nonrubber foot-
wear unloss the imposition of countervailing duties will jeopur-
dize mnltiltera] negotiatiors on a rozinbl er footwear agreement,
(1) Whenever the Secretary decides to suspend the imposition
comngervailing dutics, he mus<t inmediately report his deter-
pvation to Conerosz, At any time thereafter. either House of
Coraressan, nonder the veto procedure, vote by shmple majority
to overtide the Secretary’s decision aind to regiite the Secretia ¥
tn hinpose the countervailing duties amediately.

(3) Countervailing duty orders by the Secretary of the Treas-
a1y oo into effeet Imniediately upon publication in the Federal
Recister (no later than one year after the date a petition is sub-
mitred to the Secretary), In the ca<e of a Congression ] override,
notice of conntervailing duties is pullished and such dnties 2o
nto effect the day after the date of the adoption of the resolu-
tion of disapproval.

(6) Determinations by the Secretary of the Treusiiry that no
hounty or grant exists are subject to judicial review. Under prior
law, only positive determinations were subject to judicial revier.

nf



Product

Consumer electronic prod-
ucts.

Steel, carban,
strength plates.

Footwear, nonrubber. ...

Footwear, rubber . ...

and high

Float glass... .

Float glass ...

Float glass

Float glass ....

Float glass. . .
Processed asparagu«
Dairy prcducts
Ferrcchrome ..
Footwear .
Cheese

. Mexico .

.. South Africa
. Tawwan .
. Austrna

COUNTERVAILING DUTY ACTIONS

Country

Japan.... ... ..

Mexico ..

. Argentina

Korea

elgium .,
Itd‘y
trance .
West Germany.
United Kingdom

EEC .. .

Calendar
year 1974
import value
Imtiated Tentative decision Final order (millions)
CASI S PENDING
JAN. 1, 1975
. May 18, 1972 . Neg., feb. 5, 1975 . Neg., Jan. 7, 1976. $1,700.0

Oct. 4, 1972 Neg., July 3, 1975 . Affirm,, Jan. 7, 1976! .8

July 16, 1974 . Neg., Feb. 18,1975 . .. . Neg., Jan. 7, 1976 . 23.7
June 20, 1972 . Aftirm,, July 3, 1975 .. . Athrm., Jan. 8, 1976 ! 82.1
CASES INITIATED
CALENDAR YEAR 1975
Jan, 15, 1975 ... Aftirm., July 3, 1975........ Neg., Jan. 7, 1976 . ... .5
Jan. 15,1975, . Aftfirm., July 3, 1975........ Aftirm., Jan. 7, 1976. .. 5
Jan. 15, 1975... Neg., June 30, 1975 ..... Neg., Dec. 4, 1975 ...... ... .1
. Jan. 15, 1975... Afthirm., June 30, 1975, .. .. Neg.,Jan.7,1976 . ... ... .1
Jan. 15, 1795... Neg., June 30, 1975........ Neg., Dec. 22, 1975. .. 1.2
Jan. 15, 1975 .. Atfirm,, July 3, 1975 . .... Neg., Jan. 7,1976 ........ 1.7
Jan. 15, 1975 .. Affirm., Feb. 14, 1975 ... .. Affi.m., May 19, 19751, . 130.0
Jan. 15, 1975 ... Aftirm., June 30, 1975. . ... Neg., Jan. 7,1976. ........ 18.0
Jan. 1%, 197% . Neg., July 3, 1975 . Athrm., Jan. 7, 1976.... . 170.0
Jan. 15, 1975 .. Aftirm., May 20, 1975. .. ... Atfirm., Jan. 7, 1976, . . . 15.8



Cheese ...................... Switzerland. ... . . Jan. 15,1975... Atfirm., July 3, 1975 .. .. ... Affirm., Jan. 8, 1976 . ... .. 8.0
Leather handbags... .. ..... Brazil...... e e Jan. 15, 1975... Affirm., June 30, 1975... .. Atfirm., Jan. 12, 1976. ... .. 5.2
Footwear, nonrubber......... Korea..... ..... ..... Jan. 15, 1975 .. Affirm., July 3, 1975 ....... Affirm, Jan. 8, 1976....... 23.5
Canned hams........ . ... EEC. ........ .. ... Jan. 15, 1975, . Affirm., June 30, 1975.. ... Aftirm., Dec. 2, 19751, ..... 231.0
Shoes......... ... ....... .. West Gerimany........ Jan.15,1975... .. ... L0 el Term.,, June 3,1975....................
Leather products. .. .. Argentina............. Jan.15,1975.... . .. ... oo Term., Apr.22,1975. ..................
Steel products........ . .... West Germany........ Jan.15,1975.... . .. ... . ... ... Term., June 3,1975............. .. ...

Steel products... ... .. ... ... France................ Jan. 15,1975.... ... . ... . Term.,June 3,1975... .......... . ...
Steel products................ Netherlands.......... Jan.15,1975.... ... ... Term.,June 3,1975........... . ......
Steel products................ Luxembourg.......... Jan. 15,1975, ... ... . ... Term.,June 3,1975....................
Steel products............... Belgivm ... . ..., Jan.15,1975..... ... ... ... Term., June 3,1975............. ......
Steel products... ...... ..... United ngdom ...... Jan. 15,1975.... .. .. ..., .o Term., June 3,1975...... ............
Steel products................ Austria................ Jan. 15,1975 ... ... ... L. e Term., June 3,1975.... ...............
Cc;t:)on textilesand manmade India..... . .......... Jan. 15, 1975... Neg., July 3, 1975....... .. Neg., Dec. 17,1975........ 100.0

ibers.
Dried apples.................. Italy.................. Jan. 15,1975, ... ... e Term., Mar.7,1975....................
Caﬁst iron soil pipe and fit- India.................. Jan. 15, 1975... Neg., July 3,1975.......... Neg., Nov. 24, 1975........ 2
ngs.

Tiefabrics.................... Korea................. Jan. 15,1975 ... .. e Term,. June 3,1975....................
Tiefabrics................ .... West Germany........ Jan. 15,1975, ... ... Term,June 3,1975.....................
Tie fabrics.................... Japan................. Jan. 15, 1975 ... ... ... e Term., June3,1975 ...................
Oxygen sensing probes....... Canada............... Jan, 15, 1975... Term., * June 30, 1975..... Term., Dec. 12,1975, ..................
Steel products................ Italy...........oouis. Mar. 7, 1975 ... e e Term.,June 3,1975....................
Glazed ceramic wall tile...... Philippines............ Apr. o AHfirm, Aug. 26, 1975 ... 1.6
Castor oil products.........., Brazil................. 30 1975... Affirm., Sept. 11,1975, ... ... ... ... .., 1.0
Cheese....................... Norway............... June 30 1975.. Affirm.,, Nov. 26, 1975 ............... ittt 10.0
Cheese....................... Finland............... Aug. 15, 1975.. Affirm.,Dec. 16,1975 . ... ... ... ... ... ... ... i, 11.2
Cheese....................... Sweden............... Aug. 15, 1975.. Affirm.,Jan.5,1976............ ... 1.5
Screws........................ Italy.................. Sept. 16, 197G, .. .. e 1.9
Glassbeads .................. Canada............... Oct. 8, 1975 . 3

1 Waivers granted under Trade Act of 1974.
3 Tentatively terminated.

Source: U.S. Department of the Treasury.
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4. Antidumping—The Antidumping Aect, 1921, provides for the
imposition of duties on imports into the United States which are sold
at less than fair value. Section 321 of the Trade Act of 1974 makes
several significant changes in procedures under the antidumping
statute to improve the U.S. response to foreign price discrimination
practices:

(2) The Act provides that U.S. manufacturers, producers, or whole-
salers of the merchandise, as well as foreign manufacturers, export-
ers. and domestic importers, have an equal and automatic right to
appear at hearings before the Secretary of the Treasury or the Inter-
national Trade Commission in connection with less-than-fair-value
or injury determinations made under the Antidumping Act.

(b) The Act authorizes the Secretary of the Treasury, when he con-
cludes that there is substantial doubt that a U.S. industry is beina
injured hy “dumped” imports, to refer the initial dumping complaint
to the International Trade Commission for its consideration. If the
Commission determines that there is no reasonable indication of in-
jury, it will notify the Secretary within 30 days and the dumping
investieation will terminate.

(¢) The Act requires that the initial determination whether there
is reason to believe that there are less-than-fair-value sales be made
within 6 months from the date on which the antidumping proceeding
notice is published. (This period for initial determination may be
extended to 9 months in complicated cases.) Under the Act, the anti-
dumping proceeding notice must be published within 30 days of the
receipt of information alleging dumping by the Secretary of the
Treasurv.

(d) The Act requires the Secretary of the Treasury to impose
dumping duties when a multinational corporation operating in several
foreign countries supports low-priced exports to the United States
throngh high-priced sales by other subsidiaries located in other for-
eien countriec. Specifically, when the Secretary determines that:

(i) merchandise exported to the United States is produced in
facilities owned or controlled by a person, firm, or corporation
which also owns or controls similar facilities in other countries:

(i1) there are little or no sales in the home market of the export-
ing countrv: and

(111) sales of like or similar merchandise made in other coun-
tries are at prices substantially higher than the prices charged
for goads produced in the exporting country and such price dif-
ferentials are not justified by cost differences.

the Secretary must determine the foreien market value by lookina at
the higher prices (adjusted for differences in cost of product ion) at
which similar merchandize is sold from foreign facilities located ont-
side the exporting country. The dumping duty will then be assessed
in an amount equal to the difference between the purchase price in the
Tnited States (or the exporter's sale price) and the higher foreien
market value of goods sold by the third country subsidiaries rather
than the lower foreign market value of the goods actually exported
to the United States. ' '

(e) The Act explicitly authorizes judicial review for U.S. producers
and manufacturers in the U.S. customs courts of negative antidump-
Ing decisions made by the Secretary of the Treasury. Importers and
foreign producers are entitled to judicial review under existing law.



ANTIDUMPING ACTIONS

Calendar year
R 1974 import
Product Country Initiated Tentative Final Injury value (millions)
CASES PENDING JAN. 1, 1975
Rapid transit vehicle seats. Brazil......... Apr. 3, 1974 . ... Neg.,Oct. 3,1974.. Neg.,Jan.3,1975........................ 1$0.5
Lock-in amplifiers.......... United May, 17 1974... W/A, Jan. 6, 1975.. Aftirm., Apr. 7, No, July 2, 1975.... .02
Kingdom. 1975.
Chicken eggs in the shell... Canada....... July 12, 1974 .. Neg.,Jan. 13,1975. Neg.,Apr.14,1975 .. ... ................ 5.6
Electricgolfcars........... Poland........ June 14, 1974.. W/A, Mar. 14, 1975. Af{g%. June 16, Yes, Sept. 16, 1975. 3.0
Welt work shoes............ Romania...... Mar. 15, 1974.. W/A, Dec. 16, 1974. Al{g;ns. Mar. 17, No, June 13, 1975, 12.0
Portable electric typewrit- Japan......... Mar. 20, 1974.. W/A, Dec. 20, 1974. M{lgn;ls. Mar. 26, No, June 19, 1975.. 16.0
ers. .
Vinyl clad fence fabric..... Canada....... Oct. 29, 1974... Neg., Apr. 29, 1975. Af{i9rr7né. July 29, No, Oct. 24, 1975... 6.0
Certain nonpowered me- Japan......... Sept. 5, 1974.. W/A, June 5, 1975.. Aﬁirm.: Sept. 5, No, Dec. 5, 1975.... 3.5
chanics' tools. 1975.
Nonpowered precision Japan......... Sept. 5, 1974.. T/D, June 5, 1975.. F/D,Sept.5,1975 ... ......cciivvnn . 7.5
measuring tools.
Radial ball bearings........ Japan......... Dec. 23, 1974... Neg., June 23, Neg., Sept. 23, ... ... ... ..., 74.0
1975. 1975.
CASES INITIATED CALENDAR YEAR 1975
Birch 3-ply doorskins....... Japan......... Jan. 13, 1975... W/A, July 14, 1975. Aﬂli;r;s. Oct. 15, Yes, Jan. 12, 1976.. 7.6
Rechargeable sealed Japan......... Jan. 24, 1975... W/A, July 24, 1975. Neg.,Oct. 24,1975 ....................... 1.3
nickel-cadium batteries.
Water circulating pumps... Sweden.. .... Mar. 26, 1975.. T/D, Sept. 26, 1975. F/D, Jan.5,1976......................... 1.3
Butggiene acrylonitrile Japan......... Mar. 27, 1975.. W/lg.;gept. 20, .7
rubber. .

See footnotes at end of table.

1€



ANTIDUMPING ACTIONS—Cziitinued

Calendar year
1974 import
Product Country Initiated Tentative Final Injury value (millions)
Water circulating pumps. .. Unitedd May 21, 1975... W/A,Nov. 26,1975 ... ... . ... .. i e $.08
Kingdom.
Polymethyl methacrylate... Japan......... June 16, 1975.. W/A,Dec. 18,1975. ... ..... ....... ...... 12.7
Acrylicsheet. .. ............ Japan......... JUly 21, 197G . e e e e 2.0
Ski bindings................ Austria.... ... July 23, 1075 .. .. i e e e e 1.0
Ski bindings................ Switzerland... July 23, 1075 . .. ... .. e e .0
Ski bindings................ West.......... JUIY 23, 197 . . e e e 2.0
Germany.
Bricks...................... Canada....... July23,1975.............. ... ... ... e e e 1.8
Automobiles................ West ........ Aug. 6, 1975 . . ... e e e s e s 1,900.0
Germany.
Automobiles................ United AUug. 6, 1975 . .. . e s e 156.0
Kingdom.
Automobiles................ France........ Aug.6,1975.............. . ... ... ool 45.5
Automobiles................ Belgium...... Aug. 6, 1975 . ... ... ... s s e 217.0
Automobiles................ Sweden....... Aug. 6, 1975, ... . ... . e e 227.0
Automobiles................ italy.......... Aug. 6, 1975, ... ... ... e 240.0
Automobiles................ Japan......... Aug. 6, 1975, ... . .. e 1,700.0
Automobiles... .. e Canada....... Aug. 6, 1075 . ... .. e e 3,000.0
Knitting machine........... italy.......... g. 15, 1975 . e s e 2.25
A.C.adapters............... Japan......... Oct 7,107 e e 5.6
Tantalum capacitors........ Japan......... Oct. 17 197 e e 3.0
Portland cement.. .... Mexico Nov. 21,1975 . L e 3.5
Industrial vehicle tires. . ... Canada....... Dec.19,1975....................... ... .5
Melamine.................. Japan......... Dec. 19, 1975 . ... ... ... 1.0

1 Import value for the period August 1973 to April 1974. !

? import value for the period January 1974 to

Source U S Departmen( of the Treasury.
une 1975,
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5. Section 337 —Before the Trade Act of 1974, section 337 of the
Tariff Act of 1930 authorized the President to prohibit importation
of products if the International Trade Commission determined those
products were being sold by means of unfair trade practices. It was
most often applied in the past to articles entering the United States
in violation of U.S. patents. Under prior law, 1f the Commission
found the effect of such methods was to destroy or substantially in-
jure an industry efficiently and economically operated in the United
States, to prevent the establishment of an industry or to restrain or
monosolize trade or commerce in the United States, the articles in-
volved could be excluded from entry into the United States by the
President.

As amended by section 341 of the Trade Act of 1974, the Commis-
sion is authorized to order the exclusion of articles in all cases under
section 337, patent and nonpatent. The Commission is also authorized
to i~sue cease and desist orders rather than exclusion orders whenever
it deems such action a more suitable remedy. If the cease and desist
order is not udhered to, the exclusion order will go into effect. More
specifically, the Act provides the following:

(a) International Trade Commission investigations of unfair trade
practices under section 337 must be completed within a one-year pe-
riod. The Commission may have an additional 6 months in compli-
cated cases, provided that it publishes the reasons for the extension.
Any period during which the Commission’s investigation is suspended
because of proceedings in a Federal court or agency involving the
same subject matter will be excluded from the time periods.

(b) During its investigations under section 337, the Commission is
directed to consult with the Departments of Justice. Health, Educa-
tion, and Welfare, the Federal Trade Commission, and other govern-
ment agencies when appropriate. In making its determinations as to
whether or not to act, the Commission is required to take into con-
sideration, in addition to the criteria formerly set out in section 337
(a). the effect which such action may have on the general health and
welfare, on competitive conditions in the economy, on the production
of like or competitive merchandise in the United States, and on
consumers,

(¢) Following the issuance of exclusion or cease and desist orders
by the Commission, the President has 60 days in which to intervene
and override the Commission’s decision where he determines it neces-
sary because of overriding policy reasons.

(d) All legal and equitable defenses may be presented in all cases
under section 337, Exclusion orders arising out of section 337 cases
involving patents do not apply to imports by the U.S. Government.
Such actions against the Government must be brought in the U.S.
Court of Claims.

(e) Temporary exclusion orders may be issued in certain circum-
stances under section 337. In such cases (and also during the 60-day
period for Presidential intervention). entries may be made under
bond. The Act requires the Secretary of the Treasury, prior to levying
a bond, to acquire the advice of the Commission concerning the
amount of the bond in both patent and nonpatent cases.

(f) The Commission is required to complete within one year its
investigations on all section 337 cases pending on the date of enact-
ment of the Trade Act of 1974.
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(2) Decisions by the U.S. Court of Customs and Patent Appeals
reviewing Commission decisions under section 337 do not serve as
res judicata or collateral estoppel in mattess where U.S. District
Courts have original jurisdiction.

STATUS OF ACTIONS UNDER SECTION 337

Product Date petition filed  1TC determination?!

Record players.............. Mar. 18, 1975.. Due July 24, 1976.
Mon:;tlit ic catalytic con- May2, 1975.... DueJuly23,1976.
verters

Glass fiber optic devices.... May 2, 1975.... DuegAug. 27,

1976.
Bilsmtuth molybdate cata- May 30, 1975... DueOct. 15, 1976.
sts
Infants booties, sweaters, May 30, 1975... (®).
and bonnets

Dry wall screws............. Aug. 20, 1975.. Dule9 ;‘ng. 13,
Reclosable plastic bags. .... Oct. 20, 1975... Due 1977.

1 These dates assume the Commission will not suspend investigations, toll
time limits, or declare the investigations ‘‘more complicated.'’

2 Complainant has been requested to show cause why an ITC investigation
should be instituted.

Source: U.S. International Trade Commission.

D. East-West Trade

1. Proeisions of the Trade Act.—Title IV of the Act authorizes the
President to extend, under certain circumstances. most-favored-nation
(nondizeriminatory) trade concessions to countries whose products
do not currently receive such treatment. Prior to the enactment of the
Trade Act of 1974. the countries not receiving nondiscriminatory
treatment into the U.S. market were the communist countries, with
the exception of Poland and Yugoslavia. No country is eligible to re-
ceive nondiseriminatory tariff treatment or U.S. Government credits,
credit guarantees, or investment guarantees if the President deter-
mines that such country: )

(a) Denies its citizens the right or opportunity to emigrate:

(b) Tmposes more than a nominal tax on emigration or on
the visas or other documents required for emigration, for any pur-
pose or cause whatsoever: or

(¢) Imposes more than a nominal tax. levy. fine, fee, or other
charge on any citizen as a consequence of the desire of such citi-
zen to emigrate to the country of his choice. )

The Act contains a provision allowing the President to waive the
freedom-of-emigration requirements for any country, if he reports
to Congress that (1) Le has determined that such a waiver would
promote the objectives of freer emigration. and (2) he has received
assurances that the emigration practices of such country will lead
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substantially to free emigration. The waiver authority extends for an
18-month period after the date of enactment of the Act, and may be
renewed for one year periods thereafter subject to congressional re-
view. The President may terminate nondiscriminatory treatment at
any time.

Under the Act, only countries entering into bilateral agreements
with the United States may receive nondiscriminatory treatment.
Nondiscriminatory treatment may remain in effect only so long as a
trade agreement remains in force between the United States and the
country concerned. All bilateral agreements entered into between the
United States and a nonmarket economy nation are subject to approval
by both Houses of Congress before the President may proclaim trade
concessions. Trade benefits under any bilateral agreement are limited
to an initial period not exceeding three vears. Thereafter. an agree-
nent may be renewed for additional periods. each of not more than
three years, providing that a satisfactory balance of concessions in
trade and services is maintained and that U.S. reductions in trade
barriers are reciprocated by the other party. Services include trans-
portation, insurance. and other commercial services assoclated with
international trade.

The Act directs the President to establish an East-West Foreign
Trade Board within the Executive Branch to monitor trade. credits
and technology transfers between the United States and nommnarket
economy countries. The Board will review to determine whether they
are in the U.S. national interest, significant transactions involving (1)
the transfer of U.S. Government credits, guarantees or insurance: (2)
sizable trade contracts; and (3) transfers of sensitive technology.
The Board must report on a quarterly hasis to the Congress on East-
West trade developments.

Title VI also imposes a ceiling on credits, insurance, and guarantees
to the Soviet Union by any United States government agency (except
the Commodity Credit Corporation). The ceiling may be exceeded
only with congressional approval in a manner consistent with the
Eximbank Act of 1974,

2. Summary of Recent Fvents.—

(a) US.-USSR. Trade Agreericnt.—On January 14, 1975,
less than two weeks after the President stened the Trade Aet of
1974, Secretary Kissinger announced that the Soviet {"nion was
repudiating the U".S.-U.S.S.R. trade agrcement. The trade agree-
ment was initialed in 1972, but had never gone into effect. The
Soviets claimed that the emigration clause in the Trade Act of
1974 violated the 1972 trade agreement provision which stated that
tariff cuts must be unconditional. More specifically. the Soviets
chafed under the provision that would have assured most-favored-
nation status for an 18-month period. subject thereafter to annual
Congressional review. Thev also felt that the limit of 300 million
in EXIM Llank credits over a four-vear period was unsatisfae-
torilv low.

After the Soviets repudiated the trade agreement, the Admini-
stration objected to the freedom of emicration and credit restrie-
tions and called for changes in the Trade Act of 1974, Despite the
credit and MFXN restrictions in the Trade Aet. WS, trade with
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the Soviet Union remained at a high level in 1975.* When the
Soviets once again experienced a poor grain harvest and entered
into contracts for large purchases of U.S. grain, fears arose of a
repeat of the “great grain robberies” of 1972-73. and the President
imposed a temporary embargo on sales to the Soviet Union. In
October of 1975, the President siemed an agreement with the
Soviets governing the long-term purchase of U.S. grain. The
agreement on grain sales commits the Soviet Union to purchase a
minimum of six million metrie tons of wheat and corn annually.
It permits the U".8.8.R. to purchase an additional two million tons
annually, provided that the total extimated U.S. grain supply
exceeds 225 million tons. The U.S. Government agreed to facilitate
Soviet pirchases under the agreenent and not to exercise its
authority to control <h:pmients of these amounts except that it
mav reduce the quantity to be sold if the extimated total U.S, grain
anpply is less thun 225 million tons, The agreement also provides
for corsultations by the two governments in advance of purchases
in excess of S mithon tons of wheat and corn in any one crop year.
Shiptent of crain under the agreennt is to be in accord with
the UNCU S SR Aoreement on Maritime Matters,

(b)Y U"S-Romawia Trade Aqreement—On April 24, 1975,
President Ford transmitted to the Congress for approval a bi-
lateral commercial agreement with the Socialist Republic of Ro-
mania. It was the fir-t agreement with a nonmarket economy
country to be transmitted to the Congress pursuant to Title IV
since the enactment of the Trade Act of 1974, The President also
submitted a waiver of section 402, the freedom of emigration
requirement. The Senate approved the agreement on July 25 by
a vote of 88 to 2, and the House of Representatives approved the
measire on July 28 by a vote of 335 to 41.

Following the requirements of Section 405 of the Trade Act. the Ro-
manian Commercial Agreement is limited to an initial term of three
vears, The Aereement mav thereafter be extended for additional three-
vear periods providing that a <atisfactory balance of concessions in
trade aned wrvioes hos been naintained during the life of the Aaree-
ment and providing that the President determines that the actual or
forseeuable future reductions of U.S. tariff and nontariff barriers are
sati-factorily reciprocated by Romania. During its hearings on S. Con.
Res. 35, the Committee on Finance received assurances that a satisfac-
tory balance of concessions will be maintained. As required in Section
ton, the Aenoerment s aleo subieet to suspen<ion or termination hy
cither party and does not Timit the richt of either party to take action
for the protection of its ceenrity interests,

Also, consi<tent with aeetion 403, article ITT of the Agreement per-
nits con-ultations at the reque<t of either party whenever imports are
threatening or contributing to market disruption within a domestie
industry of the reque<ting party. Tn addition, either party may impose
sieh restrictions as it deems appropriate on the imports of the other
party to prevent or remedys such actual or threatened market disrup-
tion. The Administation a~sured the Committee that the safeguards
written in tha Trade Act of 1974 will be fully utilized to prevent seri-
ons injury to Anerican industries and workers.

® FPor the first 11 montha af 1975 T" R exparte tn the Soctet Union were $1.600 million,
A forts frem the Noviet Union were £290 million - 1o 1974, U 8. exports to the Sovlet
Unien wore $007T m'l fon and myores wera £350 mititon
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Article V of the Agreement provides for the protection of the pat-
ents and trademarks, copyrights, and industrial rights and proveszes.
In addition, the Agreement provides for the settlement of di~putes.
the facilitation of trading arrangements and for consultations on the
(Apetratlons of the Agreement as required by Section 405 of the Trade
Act.

E. The Generalized System of Preferences (Title V)

In 1964, the UN Conference on Trade and Development
(UNCTAD) adopted a resolution calling for the developed countr: s
to provide tariff preferences for products imported from less devel.
oped countries (LDC’s.) UNCTAD hoped preferences would pro-
vide an incentive to economic development in the LD('s and lo~wn
their dependence on foreign aid.

The United States eventually accepted the concept of prefererces
for products from the LDC'’s as a way to encourage economic develep-
ment, reduce foreign aid, and prevent the expansion, particulariy by
the European Community, of existing regional preference progran.:
between developed countries and their former co{:mies. Such regional
preference programs would, in the U.S. view, create serious barriers
to U.S. trade and result in the division of the world market into
small number of regional trade groups consisting of developed coun-
tries and their LDC satellites, With the enactment of the Trade At of
1974, the United States became the twenty-third developed couutry
to establish a general system of preferences for the products of LD(".

Title V of the Trade Act requires the President to desigmate wii i
countries will be “beneficiary developing countries” eligible for .pury
free treatment of specified eligible articles. The criteria for here-
ficiary developing country status includes an expression by the convrry
of its desire to be a beneficiary developing country. the level of o
nomic development of such country and whether or not other iz cor e

veloped countries extend preferential tariff treatment to the courtry
under their generalized systems of preferences. Certain countr.a< i
specifically excluded from beneficiary developing country <tatus. -~

as the member states of the European Community, Japan. and i
U.S.S.R. In addition, most Communist countries are excludid 1= e
most members of OPEC. Other exclusions relate to whether or .t
the country has nationalized property owned by a U.S. corporar: nor
citizen without prompt, adequate, and effective compen-ation, w’ .t r
or not such country has taken adequate steps to cooperate with L.
United States to prevent narcoties traflie. and so on,

On November 24, 1975, the President issued Executive Order 11333
implementing the Generalized System of Preferences (GSP) -tab-
lished under Title V of the Trade Act of 1974. This program w:']
provide for duty free entry of 2,724 otherwise dutiable articles frem
137 LDCs and territories beginning January 1, 1976,

In 1974, imports into the United States of the 2.724 articies which
will be eligible under the GSP from the 137 LDC's and territor:. 3
which will be eligible under GSP amounted to $2.6 billion. This fizu: »
is 2.6 percent of total U.S. imports for 1974 and 19 percent of U <.
dutiable nonpetroleum imports for that year. Total U.S. imports »f
the 2,724 articles from all countries amounted to £23 billion in 1274
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EvigiBLE CoUNTRIES AND TERRITORIES

Afghanistan
Angola
Argentina
Bahamas
Bahrain
Bangladesh
Barbados
Bhutan
Bolivia
Rotswana
Brazil
Burma
Burundi
("ameroon
Cape Verde

Cential African Republic

('had

('hile

('l)lnnlbiﬂ
Congo (Brazzaville)
'v<ta Rica

€ vprus
Lationiey
Donsinican Republie
Fovpt

1 <aivador
\Maldive Islands
VMai

\lita
\[anritania
MVauritiug
\ro-\i:'tl

\[urm‘l‘ﬂ
Mozambigne
Naurn

Nepal
Nicaraena
\er

Onian

Pikistan
Panama

Papua New Guinea
Paraguay

Pern
Philippines
Romania
Rwanda

<0 Tome und Principe

Seneeal

INDEPENDENT COUNTRIES

Equatorial Guinea
Ethiopia

Fiji

Gambia

Ghana

Grenada
Guatemala
Guinea

Guinea Bissau
Guyana

Haiti

Honduras

India

Israel

Ivory Coast
Jamaica

Jordan

Kenya

Korea, Republic of
Laos

ILebanon

Tesotho

Liberia

Malagasy Republic
Malawi

Malaysia

Sterra Leone
Singapore
Somalia

Sri Lanka

Sudan

Surinam
Swaziland

Syria

Taiwan

Tanzania
Thailand

Togo

Tonga

Trinidad and Tobago
Tunisia

Turkey

Upper Volta
Uruguay

Western Samoa
Yemen Arab Republie
Yugoslavia

Zaire

Zambia
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NON-INDEPENDENT COUNTRIES AND THREIT RILS

Afars and Issas, French Territory  Macao

of the Antigua Monteserrat
Delize Netherlands Antilles
Bermuda New Caledonia
Biitish Indian Ocean Territory New Hebrides Cendominium
British Solomon Islands Niue
Brunei Norfolk T-land
Cavman Islands Pitcairn Isiand
Christmas Island (Australia) Portuguese Timor
Cocos (Keeling) Islands Saint Chrstoplier-Nevis-Arentia
Comora Islands saint Ielena
Cook Islands Saint Lucia
Dominica Saint Vincent
[Fulkland Islands (Malvinas) Nevchelles
and Dependencies Spanizh Saham
French Polynesia Tokelau Islands
Gibraltar Trust Territory of the Pacitie
Gilbert and Ellice Isiands Islands
Heard Island and McDonald Turks and Caicos Islands
I:lands Virgin Islands, British
Hong Kong Wallis and Futuna Islands

O



