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FOREWORD

The purpose of compiling these briefing materials is to provide
members of the Committee on Ways and Means with background
information on foreign trade and tariff matters and not to support
any particular point of view. The materials, for the most part, consist
of informal staff briefing papers prepared in the executive branch
and transmitted to the committee staff by the Office of the Special
Representative for Trade Negotiations. Materials in this document
have not been considered or approved by the Committee on Ways and

Means.
(III)
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Table 1 |

U.S, Exports, Imports, and Merzhandise Trads Balarice

_(Millions of dollars)

U.5. exports, excluding
military grant-aid U.S. imports

Year Gross
Value Year-to-year Value Year-to-year merchandise
percent change percent change trade balance

1960 cuusennsanse 19,659 . 15,073 4,586
1961eveuienncnee, 20,226 2.9 14, 761 - 24 5,468
196240 ciiinncne. 20,986 3.8 16, L6l 11.5 4,522

1963 cuisvnnennes 22,467 7.1 17,207 4.5 5,2
196k, iiieiiii.l. 25,832 15,0 18, 7L9 9.0 7,083
1965 ceennnnnanaas 26,7042 3.5 21,427 4.3 5,315
10.3 25,618 19.6 3,872
5.2 26,889 5.0 4, 141
9.8 33,226 - 23.6 837
9.6 36,043 8.5 1,289
1.3 39,952 10.8 2,707
2.1 ,563 14.0 -2,01)
13.0 55,555 21.9 -6,3L7

Table 2

U.S. Exporvs Excluding Government-Financed Shipments

(Millions of dollars)

Exports,
Total Foreign Assistance Act . Public  excluding
Year U.S. Military ATD loans Law MGA, AID,
exports  grant-aid- . and grants 480 and PL-48O
shipments
1960 iciniencrsnocanns 20,608 9L9 L32 1,304 17,923
1961 uueeearenconncones 21,036 810 - 623 1,304 18,299
1962........ Certreaea. 21,713 727 832 1,khk 18,710
19630 ccencnnn. ceraeens 23,387 . 920 1,085 1,509 19,873
196k eseereenornnnonns . 26,650 818 1,077 1,621 23,134
19650 aeenserersnonians 27,521 779 1,140 1,323 24,279
19664 i civininceranians 30,430 940 1,186 1,306 26,998
19670 eaucrerasesosesas 31,622 592 1,300 1,229 28,501
1968..0venens cereeren . 34,636 573 1,056 1,178 31,829
1969 cuvivrenecnaoanans 38,006 - 671 993 . 1,021 35,318
19700 saacsassasnnonans 43,224 565 957 1,021 40,681
1971 e vavessassesoncns Lh,130 581 915 982 41,652
197200 eenrannenencanns 49,768 560 ) 1,065 &)

1Not available.

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
April 23, 1973.
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Table 3

Major U.S. Commodities Exported Under AID Programs
and Major Recipient Countries, 1971

(Millions of dollars)
Commodities exported under ATD programs, total.seeecessss 915
Machinery and eguipment......ceieveecencaaaes 232

FertilizZerSicecsecceenosssvsscsscavoesasonoas

Other chemicalsS.cciesessosvsscossssensasoscccssosussns
Iron and steel-mill productsS.cceccscsecvsncccsssncncee

Transport equipment

sestceseseecassesaesssssectensanases

ALl OtHErds ceeeceveecacsarsaesannssansoassassssssararea

Recipient countries, total.s..eiverercarcvarncroisrcarncss

Republic of Viet-Nam...
IndiBeeesvssesocnroonns

crerssaas

csessesannes

TUTKEY e esosersnsnasoacscsnastsonsaencsasssocscsasssavans

Republic Of KOT@a..eesseovetvacsocsocsreconanarossares

Colombia..eesases
Brezilisseeeessasananes

TNAONESi8cesscsressesoesncsrssassscnarosserssssascssonse
A1) ObLNET eevseseevasaassooososssososssoseosocssioassse

T R R R R RN

cassursesersarees

1Excludes agricultural commodities bartered under PL-L8O.

Table L

Major U.S. Agricultural Exports Shipped wnder PL-L8O Programs
nd Major Recipient Couniries, 1972

Major
reciplents

Million
dollars

Major
Products

Million
dollars

Totalevecsoeoeeavsnnne

Rep. of KOreasesvesesssvans
Rep. of Viet-Nam......
Indonesia.eseececocoens
India......
Pakistan...
Israsleeevees

seesenssoos
cssscasecis
esesesseans

Bangladesh.ceeeessocsccnses
Sri Lanka (Ceylon).seeseses

Dominican RepubliCeevsecess
Khmer Republic (Cambodia)e.
Brazilecseveesccococnsocencse
BrUZUIY s eeescvnsssencsnsons
Other and unspecified

1,068

205
135

Total.eievlivnianennnne

Wheateesvssosesarevosscsosass

Dry milkeeosocscosocacccas
Cottonesseroesesasecenane
Wheat floWrececescensnons
COMMeseeversoscoansasasne
Corn-50¥a-MilK.veaesuvronnnae
Grain sorghtimSecescsscsascses
TObACCOsesvssesccesencssacane
Bulgur wheatesereeerssecsaaes
Wheat-soya-blend..eovseasesns
Other commoditieSeeceecessose

1,065

29l
238
110

7

Prepared in the

Bureau of International Commerce

U,S. Department of Commerce
April 23, 1973



Table 5

U.S. Import Values
F.0.B. Foreign Market and Estimated C.I.F. Values

Values Estimated Estimated
Year as | C.I.F. insurance
_published values® and freight charges®
{Millions of dollars) {Percent)

1967 ueeneianeererenenaneanes 26,889 28,745 6.9
1968, .eenueirniracensenonnsaanis 33,226 35,320 . 6.3
et 36,043 38,241 6.1
39,952 h2,389 6.2
45,563 L8,3h2 6.1
55,555 *58,9LL ‘6.1

Value required by law for customs purposes, which in most instances is the
value of commodities at principal markets in exporting cowntry.

%Cost of commodities at foreign port of exportation plus estimated values
for insurance and freight to the U.S. port of unlading. :

sFl'es:i.ght and insurance charges represent the basic difference between the
two valuations., The percentages also reflect small differences in valuation
between the published statistics and f.o.b. foreign port of export values.
*Based on the results of the 1971 survey.

Note: Estimates are based on joint Bureau of Customs~-Bureau of Census
studies of U.S. imports in the years 1967-1971.

Table 6

U.S, Total Trads

(Millions of dollars)

1968 1969 1970 1971 1972
. Tot]al
Expourts’eeeua,... 3L,063 37,332 42,659 L3,5L9 19,208
Imports.. ... 33,226 36,0L3 39,952 15,563 é?’sss
Balencessues. +837  +1,289  +2,707 -2,01L 6,307
Agricultural commodities
ExportSes.sec...., 6,300 6,004 7,349 7,786
IMports.......... 5,055 5,090 5767 5,766 Gt
Balance......  +1,2L6 9l 41,582 2,020 +3,003
Nonagricultural commodities ‘ ’
Byports ......... 27,763 31,328 35,310 35,76
3
Tmports....c..oe. 28,173 30,353 3018 39,797 ﬁ;’ggg
Balance...... 2116 915 1,18 o3k -9.550

" Exclude military grant-aid shipments.

Prepared in the

Bureau of International Cormerce
U.S. Department of Commerce
April 23, 1973



Table 7

U.S. Traie by Major End-Use2 Categorizs

(Values in millions of dollars)

Preparad in the

Percent
Cammodi ty 1968 1969 1970 1971 . 1972 change fron
1968 to 1572
Exports, total'....... 34,636 38,006 L3,22k  LL,130 49,768 + Lk
Food, feed, and beverages.. 4,813 4,688 5,839 6,05 7,L92 + 56
Industrial supplies and
MALETIALS e e vrnenranarnan 1,004 11,776 13,782 12,691 13,982 + 27
Capital goods, including
trucks and buses.......... 11,50 12,877 14,931 15,720 17,356 + 51
Consumer goods, including
automobiles and parts..... 5,354 5,933 5,811 6,642 7,930 + L8
"Special category' and
Other eXportS.escecerevess 1,961 2,731 2,862 3,023 3,008 + 53
Imports, total........ 33)226 36,0U3 39)952 45,563 - 55)555 + 67
Food, feed, and beverages.. 5,271 5,238 6,15, 6,366 7,257 + 38
Industrial supplies and
materials.. oeesuecracaans 1,159 14,160 15,106 16,968 20,323 +4h
Capital goods, including -
trucks and buses.......... 3,298 3,949 . L,53Lh  L,961 6,677 +102
Consumer goods, including
automobiles and parts..... 9,152 11,199 - 12,727 15,642 19,556 +11}
Other imMPOrtS......ecsocens 1,347 1,471 1,399 1,627 1,742 + 29
- Trade balance,
totalleiiiineinnenns +1,l10  +1,963 + 3,272 - 1,433 - 5,787
Food, feed, and beverages.. - 458 - 550 - 315 - 312 + 235
Industrial supplies and
MaterialS. . oveusernnsanes -3,155 -2,384 - 1,32k - 4,277 - 6,3L1
Capital goods, including
trucks and buses........ . +8,206 +8,928 +10,397 +10,759 +10,679
Consumer goods, including
automobiles and parts..... -3,798 -5,266 - 6,916 - 9,000 -11,626
A other...ooeviecveenenss + 6l +1,260 + 1,463 + 1,396 + 1,266
'Include military grant-aid shiprents.

Burzau of International Commerce -

U.S. Departmant of Cormerce
April 23, 1973



Table 8

U.S. Exports and Imports in Relation
to Gross National Product

(Values in millions of dollars)

Exports Imports
Percent Domesti as General as

Year [¢01:4 Change Exports percent imports percent

of GNP of GNP
1960 503,700 20,408 L. 15,073 3.0
1961 520,100 3.3 20,792 L.0 14,761 2.8
1962 560,300 7.7 *©21,hhl 3.8 16,464 2.9
1963 590,500 5. 23,102 3.9 17,207 2.9
1964 632,400 7.1 26,297 L2 18,749 3.0
1965 684,900 8.3 27,178 4.0 21,427 3.1
1966 749,900 9.5 29,994 4.0 25,618 3.4
1967 793,900 5.9 31,238 3.9 26,889 3.
1968 864,200 8.9 3k,199 4.0 33,226 3.8
1969 930,300 7.6 37,L62 L.0 36,043 3.9
1970 976,400 5.0 42,590 L.l 39,952 b1
1971 1,050,L00 7.6 L3,492 bl 45,563 4.3
1972 1,151,800 9.7 148,968 k.3 55,555 L.8

! fnelude military grant-aid.
Table 9

U.S. and Major Foreign Countries' Exports and Imports
in Relation to Gross National Product ~

{Percent of GNP)

Country 1960 1966 1968 1970 1971 1972

E_bgorts
United StateSe..esese. h.1 4.0 4.0 bl L. 4.3
Canada.....e cassensses  1Ui8 16.8 19.1 19.9 19.2 3
Ruropean Community®... 15.5 15.8 16.7 18.2 18.6 51;
France..sssecesceseces 1l 10.2 10.1 12,3 12.7 )
Fed. Rep. of Germany.. 16.1 16.4 18.4 18.3 17.9 18.0
Ital¥ecrscssrcsconeess 10,8 12.6 13.5 1.2 1.9 ()
United Kingdom....ese. 1.7 13.8 1.9 15.9 16.L (2)
JapaNeecsssseccssocans 9.6 9.6 9.0 2.8 10.6 (1)

Imports
United StateS..eeessss 3.0 3.4 . 3.8 L.l ka3 L.8
Canada....oesesssnsese 15,1 16.L 12.3 16.5 16.9 . 1
Buropean Community?... 15.5 16.1 16.1 18.2 18.3 21;
. FranCe..eeseeesacssese 10,5 11.0 1.0 13.0 13.1 ()
Fed. Rep. of Germany.. 1L.3 U.7 5.1 16.0 15.8 15.6
Tt81Yeeoeconssesoenass LU0 13.5 13.6 16.1 15.7 )
United Kingdom........ 18.1 15.6 18.3 17.9 17.6 (1)
JaPaN..,veeeecereeneas  10.6 9.L 9.0 9.6 8.7 )

3Not available.
Original six member countries.

Prepared in the )

Buredu of International Commerce
U.S. Department of Commerce
April 23, 1973



Table 10

U.S. Share of Free-Worl& Exports

Year Free-world U.S. share of
exports free-world exports!
($ billions) (percent)
19604 csreerencnnnsanns 113 21.0
1961 e iinninnnnnnians 119 20.3
1962 ciiriininnnninnns 125 20.0
1963 e i, 136 19.7
196k el 153 19.9
1965, .0invnnn... veeaee 165 19.1
1966...0cvenn.., evaen 181 19.5
1967 c0iean. ersereaas 191 19.3
1968...0iiiivnnnnnnn. 213 19.2
1969, i iiieiiinnennn 2Lk 18.2
1970........ Ceeaarennn 280 18.0
1971 e iiciiiieiinenns 31h 16.5
19720 ciiieininniiinns 367 16.0

lExcluding exports to the United States.

Table 11

U.S5. and Major Competitors' Share of
Free-World Exports of Manufactures

1Peréent of free-world exports to foreign markets®)

Fed. Rep.
Year Thited European of United

States Community France Germany Ttaly Kingdom Japan

1960..veeiiaee. 5.3 h2.3 9.5 18.7 4.7 15.3 5.3
196U eseeencnas - 2 Lh.3 8.7 19.0 6.1 13.4 6.3
1965 cveannenss 22.8 L8 8.8 18.8 6.6 13.3 7.1
1966i0vensanaes 23.0 L5.2 8,7 19.2 6.8 12.7 7.3
19670 cenennanae  23.3 k5.3 8.7 19.5 6.9 11.8 7.6
1968, ¢uviinnes 23,6 L5.L 8.6 19.3 7.3 11.0 8.1
22.5 L6.3 8.6 19.5 7.2 11.0 8.4

. 21.3 47.0 9.1 19.8 7.1 10.4 8.9

1971 eeennennae 19.9 L7.6 9.1 20.2 7.3 10.9 9.9
Jan.-Sept. 1972° 18.8 (3 9.8 20.5 7.7 9.8 10.1

'World exports are defined as exports from the 14 major industrial countries.
These nations, which accownt for approximately four-fifths of world exports of
manufactures to foreign markets, are as follows: Ulhited States, Austria,
Belgium-Luxembowrg, Canada, Denmark, France, Federal Republic of Germany, Italy,
Netherlands, Norway, Sweden, Switzerland, United Kingdom, and Japan. Exports
to foreign markets are total exports excluding exports to the United States.
2Adjusted for seasonal variation. - .

®Not available. :

Note: The term "manufactures" refers to chemicals, machinery, transport equipment,
and other manufactures except mineral fuel products, processed food, fats, oils,
firearms of war, and ammunition,

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
April 23, 1973
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Table 13

S, Exports of Principal Commodities

(Values in millions of dollars)

Commodity 1970 1971 1972 Change 1970 to 1972

Value Percent

Agricultural commodities, total.... 7,247 7,698 9,410 +2,163 + 30

Wheat..vesssesssessnsrsacosnanensesceanas 1,012 1,005 1,369 +357 + 35
RiCEuetvesanrsananonssssnsnsncossssannnes 31k 257 389 + 75 + 24
COTTle evevsaennsssennancansssonnnasnnssann 82k 7h6 1,241 +417 + 51
Frults and vegetablesS.cueesscsecsesosecns 515 536 [ +127 + 25
Soybean oil-cake and me8l.iiivercssscaees 34 Loo Loo + 65 + 19
Unmanufactured tobacCo....sees. 488 462 639 +151 + 31
(510 TCT0 V- SN eesess 1,216 1,327 1,506 +292 + 24
Cotton, excluding ‘inters.. ...... 372 583 503 +131 + 35

Other agricultural commodities..... eeness 2,162 2,382 2,710 +548 + 25

Nonagricultural commodities, total. 35,343 35,79% 39,558 +4,215 + 12

Chemicals, totaliseeesveeanans 3,826 3,836 4,134 +308 + 8
Organic chemicalS..eceeeocscansss . 1,070 988 1,103 + 33 + 3
Inorganic chemicalS.....cess. vee k27 422 bk - 13 - 3
Medicinals- and pharmaceuticalS.eevicasses 420 396 L7k + 5k +13
Plastic materials and resinS...eceseesee. 653 656 696 + 43 + 7
Other chemicalS..sseevecessesassnsanssass 1,256 1,374 1,4h7 +191 +15

Machinery, total..vseeueseeseasessssss 11,685 11,839 13,570 +1,885 + 16
Engines and other power generating

MECHINETY e e s esnssasssrnnnsrenannons ees 1,405 1,545 1,843 +438 +31
Agricultural tractors, machinery, and

DATES. et terarenrsncrosensacessacancsnns 362 366 498 +136 + 38
Tracklaying and off-hlghway tractors and

parts..... e e tetieaerieeeaaane 569 509 577 + 8 + 1
Electronic computers and parts.. 1,236 1,261 1,341 +105 + 8
Metalworking machinery.. PN 396 Los k10 + 1 + U
Construction and ma:mtena.nce equ:.pment... 43k ko L67 + 33 + 8
Mining and well-drilling machines........ 296 316 392 + %6 + 32
Air condltlonmg and refrigerating .
equipment P eneres 397 406 L65 + 68 + 17
Materials hs.ndling equipment...eeeeeencns 607 590 650 + 43 + 7
Electric power MAChINerY....veeveeeoeoson 611 679 787 +176 429
Telecommunications apparatus....e...... . 660 679 835 +175 + 27
Solid state semiconductor devices....... Iy 371 470 + 53 + 13
OLher MEChIiNerYe . veneneeerenssensonsnns . h,205 k4,302 4,835 +540 +13

Transport equipment, total......eee.. . 6,197 7,621 7,9k +1,747 + 28
New mrtor vehicleS......... feteaereaee o 1,434 1,824 2,061 +627 + Lk
Automotive parts and accessories......... 1,603 1,856 2,212 +609 + 38
Other road motor vehicles and parts.s.... 208 199 197 - 11 - 5
Civilian aireraft.ue.eeeeeviininennsnsons 1,528 1,018 1,706 +178 + 12
Military aircraft.eececcec.. teseeretenens L67 626 403 - 6k - 14
Aircraft parts and accessoriesS......eeees 661 8Lz 902 +241 + 36
Other transport equipment..... P resee 296 356 463 +167 + 56

Other nonagricultural products, total. 13,635 12,498 13,910 +275 + 2
Logs and lumber..... tereiseaes 528 Lk 653 +125 + 24
Wood pulPe...... .. Lol 351 358 =106 - 23
Iron and steel SCraPec.c.o.... sessasenana L7 215 2k -203 - L5
Other ores and metal scrap........ cengens 493 271 264 229 + 54
CO8Lauetsarononssannonns 962 . 902 98L + 22 + 2
Petroleum and products........... ceeeeeen 488 ] 4hs - 43 -9
Paper and manufactures......... ceriaeanes 622 685 726 +104 + 17
Textiles other than clothing....... 603 632 779 +176 + 29
Iron and steel mill productsS.....e.e..o.. 1,188 760 800 -388 - 33
Other ProductS.eee: vieenenrenannn.n.. eee 7,840 7,759 8,657 +817 +10

Prepared in the

Bureau of International Commerce
U.S. Department of Cormerce
April 23, 1973
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Table 1k

U.S. Exports Showing 5teady Increases in Value

(Values in millicrs of dollars)

Change from

Commodity 1968 1972 1953 o 1772
Value Percent

Agricultural commodities, total..e..eveeeeeaacnns 6,227 9,410 +3,183  + 57

3 %1 « F feeseeareiaeeaes e eseeeeae 57 135 + 73 +137
Wheat....oooinueaneeennnnn. e 993 1,39  +376 + 38
(0103 < et . 734 1,241 +507  + 69
Fruits and vegetables. ........ e resiesee e Lék 735 +271  + 58
Soybean oil-cake and meal......coeeverrsroansaasonsan . 2kg ko9 +160  + 6h
Hides and skins other than fur skins...........eeee0. 122, 29 +171  +1ko
, Soybeans.......... e e 810 1.5 +698  + 84
Nonagricultural commodities, total....... vieees. 26,862 39,467 +12,605  + L7
Cigarettes........ PPN e P 134 202 + + 51
Logs and lumber........... et P 41k 653  +239 + 58
Manmade fibers and waste.......eeeseesn eeiaseieeees 69 119 + 50 + 72
Coalutvniveennnnn. 503 9%8L +481  + 96
Orgenic chemicals 848 1,103 +255 + 30
Radioactive and associated materials.............eves 43 181 +138  +321
Dyeing, tanning, and coloring materials.............. 124 157 + 33 + 27
Plastic materials and resSins.....ceeeeeerrosenonccres .. 590 (33 +106  + 18
Internal combustion engines, turbines, and parts..... 1,030 1,645 +615 + 60
Electronic computers, parts, and accessories..... oo 542 1,342 +799  +1h7
Mining and well-drilling machines................. “es, 210 392 +182  + 87
Materials handling equipment............... Ceeeriaees u62 650 +188 + W1

Air conditioning and refrigerating equipment and

parts..... et ateetrecre e arceeeene [ 327 Lés +138 + k2
Heating and temperature change equlpment ....... eeeens 145 198 + 53 + 37
Pumping equipment and parts......... et .. 191 262 + 71 o+ 37
Pipe valves and parts...... eeterecesaeeaaaaa rieea. 151 213 + 62 o+ W1
Power machinery and switchgear....... e 531 787 +256 + U8
Telecommunications apparatus............. e 535 835 +300  + 56
Railway vehicles............ S Y . 81 212 +131  +162
New motor vehicles.......... e emeii et eeae ey 1,464 2,061 +507  + b1
Motor vehicle Parts.........ceeeeevuoans P ves 1,529 2,211 +632  + L3
Rubber manufactures........ S 188 231 + 83+ 23
Paper and ManULaCtUreS. . vveieeeseeseresronarannnesnns 5L5 726 +181  + 33
Glass and ElasSWaIE. .u.veer raseosorarersnsanccsnnes 153 202 + Lg + 32
GEM AiamMONAS. e e eaneceoasriorereocroonisaaeonenns 05 172 + 7 F 21
Tools for use in hand or machine 129 223 + 5%+ 37
Textiles other than clothing............. 5z2 779 4237 & o
CLOENINT, e iiiirnveenrsnonoroosnasoenraesonnnasonaes Sk 215 +171 Lol
Optical zoods; medical and dental arparatus.......... 123 221 + 03 + 73
Photographic and motion picture equipment....... P 159 287 +128  + 81
Photographic supplies 208 334 +126 1+ AL
Printed matter............. 292 346 + 54+ 18
Articles of plastlc and ruvber....... Ceereeceneraaes 102 166 + 6k + 63
Toys, games, and sporting goods.......... BN 17 308 +191  +163

Prepared in the
Bureau of International Commerce
U.8. Department of Commerce

April 23, 1973
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Table 15

Selected Major U.S. Exports as Percent of U.S. Production, 1969

. Exports Percent
Commodity (million of U.S.
dollars) - production
REW COLEOMa - v s asaeesaasnneesesansennesnsonnens 280 26

726 1k
726 ko

COTNivenrerenssvscocensssosonsocscnsee

Wheat.oeieenseernnenesnssonccnansases

SOYDEANS e aseunarssranrvanrsnniaason 822 - 31
Leaf tObacCO. seeeaessoccnssasrsssssssccsscnnns 529 b
Bituminous coal and lignite.......eeecesesecass 586 20
Milled rice and byproductS..ceeeesusceceesnsasss 347 59
Soybean cake, meal, and other byproductS....... 278 25
PUlp Mill ProductS.eeeesvesscaceasscacesoovenas 297 28
Industrial organic chemic8lS......iveeeeeseenss 665 10
Industrial inorganic chemicals..vevececaceeanes 500 12
Thermoplastic resinsS...iceesescseercccosecanonns 29k 13
Lubricating oils and greaseS.e.csiveceseesssonss 229 17
Refined COPPeTr.....veieoeecsssrrsncenssnssnnses - 229 16
FaIm Machinery.e.e veiooseooecsnsossoscancensns 430 11
Construction MACKINerY....vceeeeeerseesoesvenns 1,294 . 29
011field machinery....oveeeeeeresoeonnsenconvesn 2k2 30
Special industry machinery.....ovievecesvscosees 462 24
Pumps and COmPreSSOrS.ssessssessecnscccsasnsnns 367 17
Electronic computing equipment.....eeeeeceseees 786 16
Electric measuring instrumentS....c.eesee.s 2ul 19

Solid state semiconductor devices....eveeeeeaas
Motor vehicle parts and accéssories, including

L 1,714 12
ALYCrafte. . vseeserreeeassecansscssaonsassseans 1,866 18
Aircraft engines and pPartS.eieececerececsrennnse 379 10
Aircraft parts and euxiliary equipment......... 651 ‘12
Mechanidal measuring and controlling L

INSEIUmENES. e ot vrienstensnracenasnncenanas liks 17
Photorraphic equipment and suppli€Sieeeeeencens 394 13

Prevared in the
Surcau of Internationzl Coumerce
U.S. Department of Comucrce :
April 23, 1973
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Table 16

U.S. Imports of Principal Commodities

(Values in millions of dollars)

Change from

Commodity B 1970 1971 1972 1970 to 1972
) Value Percent

IMports, totalecessscesncecsacasosaaas 39,952 145,563 55,555 +15,603 + 39

Foods and beverages, totalisesceseccccesscss 6,154 6,366 7,257 +1,103 + 18
Green COffeeeerastesssrssssassarsssnsacacssnsaas 1,160 1,167 1,182 +22 + 2
SUGAT e eeaeerareeceesesosasssessosscasonssosncase 725 76 824  +99 + 1k
Moat and preparationS...eceesesessacesacesasaess 1,037 1,072 1,2U5 +208 + 20
Fish and preparationSc.cevececessccecosessoasecs 791 875 1,199 +408  +'52
Whisky and other alcoholic beverages. e 725 766 82  +99 + 1
Other foods and beverageS..sseesesesscncsssessss 1,716 1,722 1,983 +267 + 16

Industrial supplies and materials, total.... 15,117 16,96k 20,323 +5,206 + 3L
Petroleun and produCtS..eeescsecesceceoceceeanas 2,760 3,318 4,295 +1,535 + 56
Natural ga8S.eeeeccssacesacsecccscssancscssnnanse 268 312 Lo3 +15  + 56
WoOd PUIPecueenevecscoaroscsnsensancasssascnnans 183 186 493 + 10 + 2
NeWSPriNtecseseiceceaeoascosocsosssoscascsasasens 9% 988 1,054 +12  + 13
Textile yarns and fabricScseecscsssscacs 1,983 1,22 1,321 662 - 33
Industrial and agricultural chemicalS....ceeses. 83 955 1,10 +294 + 35
LUIDET e s e s 0 avenaonsannasssosasosassasossassnases 516 766 1,179  +663  +128-

248 - 309 Lo8 +160  + 65
LB L5146 -6y - 13
Ferroalloying materials and ferroalloysS.escseess 225 298 39h +169 + 75
Iron and steel-mill ProductS.e.esececesesssnsass 1,952 2,615 2,743  +791 + L1
COPPOr e eeecnseersocssnaassossssnsassasassssnnane 532 L63 516 -1 - 3
238 325 369 +131.  + 5%
231 211 190 -4 . -18
206 3N 386 +180 + 87
Industrial supplies and materialS..eseseccscssees 3,239 3,989 5,026 +1,787 + 55

Plywood veneers.,.cecessesee

Capital equipment, t0talieecesesseosesensees 14,512 4,934 6,677 +2,165 + L8
Electrical machineryssssesecssscscscasorasasaaes 1,017 1,157 1,588 +571  + 56
Nonelectrical MRchinery.eceessuseeveesnoeseasaes 2,574 2,71L - 3,52 +950  + 37
Civilian aircraft and PartS.esecscecsceeceoessos 191 228 h36 +245  +128
Trucks and chasSiSeeecosasssrserosoncscocaccosese 70 835 1,129 +399  + 55

Consumer goods, totaleessessscesrasssnsseens 12,769 15,671 19,556 +6,787 + 53
Gem diamondS.esesssssscosssese L33 473 637 +20h  + L7

Radio and TV sets.. veeseseane 659 773 962  +303 + L6
Other telecormunications equipment........ 309 Los 525 +216  + 70
New automobileSeessetesensinereernenerencsnnaaes 3,72 5,085 5,705 +1,983 + 53
Automotive parts and equipmanteeeeeeececesencens 1,496 2,019 2,491 +995 & 07
Bicycles and PartSessesecesecssssecsocsesennnases .56 59 79 +223  +398

Motorcycles and PartSecesececccscscsssscscoecanss 328 s2l 730 #0402  +123
Clothing. eessessesssececssassnsscsanncscacsnasss 1,269 1,521 1,883  +61 + 148
FOOLWEAT eeeevaverssssssnssencossosnaoscconasanse 6% 758 915 +286  + LS
Sound recorders and reproducerSeecesceccscssesssas L33 L89 704 +271  + 63
Toys, games, and sporting goods... L27 452 568 +131 + 33
Other consumer g00dSssesececssesecs 3,008 3,073 L,157 +1,19 + 38

Prepared in the

Bureau of Internaticmal Commerce
U.S, Department of Commerce
April 23, 1973
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Table 17

Selected Major U.S. Imports as Percent

of New Supply; 1969

: Imports Percent

Commodity (Millions of dollars) of new

+ supply
COf B et rnedeeseransnonancrssscacessconsasassonases 894 . 100
Crude rubber and allied guM.c.ea..s - 280 100
T S O PP 263 50
SHELTEI 6N e s e saeeneeesenressessocssnssnsennasanns 305 2l
Iron ores and concentrateScicsscessrocsscssssosnns 402 30
Crude petroleuM.sseseesscoseeccsoasanssancasanossne 1,298 11
Diamonds for gemstones.. feteisenenessarerenne 288 100
Beef, except canned...... resesssseasartrnesat 51l 1
Canned MEeatS.evesvssciesasrssssssnensannasars 262 20
Sugar and bYpProductS..eeeseecosncsenssasaasen 677 22
Distilled liquors, except brandy......eeseees 1486 27
Textile FabricSceesacccasstosssorvesssnssnnns 718 7
Outerwear apParel.....vveeesstcsvassocnsaacsce 98y 7
Sawmill and planing mill productS..sesecsssscss 621 13
Veneer and PlyWoOd.eeisreesecscsssscssasssscsnaens 297 13
Pulp mill ProductS.ecereeserenecscsasncnsonssssass 501 32
Newsprint.eseeecevesss 939 68
Residual fuel oil..... 872 61
Shoes, except rubberiveeeressecresscreas .. 348 11
Iron and steel-mill ProductS..cveeescerecessssasas 1,671 1
Copper smelter ProductS...eseescescssesssccssncsee 233 15
Aluminum and all0YSesceecevovsoscssccssosseaseraane 215 9
Farm machinery and equipment.. 308 7
Radio and TV receiving setSe.eveeeecenss 1,035 22
PaSSenger CAr'S, TNEW.ssseesesoseretocsasavsatonssoe 3,355 12

Trucks, buses, and special purpose vehicles,

including bodiesS.sesssacsoraccansoariccsassonsons 601 [3
Motorcycles, bicycles, and partsS.ccvicsaceecssssas 231 L3

Note: New supply is defined as U.S. output and imp

orts.

Prepared in the
Bureau of International Commerce

U.S. Departmsnt of Commerce

April 23, 1973
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Table 18

U.S. Exports and Imports of Major Manufactured Products

(Millions of dollars)

Commodity 1968 1969 1970 1971 1972
¢ Manufactures, total N
EXPOTES . ee veesseenoannsossass 23,834 26,802 29,730 30,845 34,247
IIEDOYES . s v e veveeneeeraansnans 20,624 23,012 25,906 30,4k 37,747
Chemicals, total :
EXDOTES . ¢t vvevvnrsnnesrrensonnes 3,287 3,383 3,826 3,836  k4,13k4
THPOTES . v e s venrnnsoencoansoroans 1,129 1,228 - 1,450 1,612 2,015
Organic and inorganic chemicals
EXDOTES st vveneranasosnnarennncans 1,197 1,278 1,497 - 1,410 1,517
THPOTES e 4 e e s annerannsenacnessonens 5h1 617 726 753 936
Medicinal and pharmaceutical products
EXPOrtS. . ..., et it 31k 363 k20 396 L7k
TPOTES. e vrnvravassrnnanrosancans 76 83 87 119 149
265 218 178 192 298
1ko 137 192 205 232
590 590 653 656 696
9k 99 123 133 177
Machinery, total '
EXDOrtS. e ovrensareroonsnennaans 8,844 10,137 11,685 11,839 13,570
IDOTES . ¢4 vseesnancocsnssoonanns 3,772 b,571 5,375 6,059 7,916
Engines, turbines, and parts
EXPOTES s e s eesesvannneonneocnsaes 1,057 1,146 1,291 1,456 1,698
IMPOTES s o o v s aaevnanncensasonones . 515 600 771 9h2 1,225
Agricultural tractors, machinery, and
parts
EXPOTES.seneuaanss eecireiananeas . bk b1 362 366 Log
TIPOTES s s v v vauv s vaneanneoscneasnans ‘301 3L 318 332 148
Nonagricultural tractors and parts
EXPOrES .t eeereanerasassonensanonan 459 4ot 569 509 577
IMDOTES . s v s enaraorancesnacssoncens 21 31 30 28 kg
Electronic computers and parts
'y o5 o - U 542 805 1,236 1,261 1,341
IMPOTES e s et evnnennnnrincacareesens 18 37 S0 119 17k
Office machines other than computers
205 245 311 258 32
239 - 335 Ll 4Ly 554
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U.S. Exports and Imperts of Magor 'aﬂufactured Products

{Cont'd

(Millions of dollars)

Commodity 1968 1969 1970 1971 1972
Metalworking machinery
EXPOTtSeuescacaorncoenacanns 334 343 39 Los Lic
1Y) o - S PPN e 20k 183 164 107 ke
Construction, excavating, mining, well-
drilling, end main‘enarce equipment .
EXPOTtES e et vaeranrosescnsnnnsanss . 565 626 730 726 859
TODOTES . e e vnevnacvoosrnraecesnnoas 35 46 kg 60 82
Alr conditioning and refrigeration
equipment
EXPOrtS.ascveesonres et 327 361 397 406 UEs
IMDOTES. e seeronannsoncsnssnnnsssonn 9 15 2k 27 23
Pumping equipment
EXports.eceeverrecectcnnenns ceien 191 217 2h1 248 262
ImportS.ceneeierereennens chene 24 30 36 53 73
Materials handling equlp:nent
EXports..oveveiennn cheneen 462 531 607 590 €sc
THPOTES. e e enasnnrossosnnnrsosenss 61 89 98 92 1128
Flectric power machinery and swiichgear .
EXDOTtS.uenuveirnonrnnsrnnnnnensas 531 562 611 679 7€
Imports......... et 168 1% au7 263 352
TV's, radios, and rad_xo-phonog_rac‘xs
EXDOTtSeeneunerirnrnenneasnnnns 62 83 78 101 1k3
L T 541 763 795 913 1,147
Electronic components
Exports........ 280 434 sku2 77 é27
Imports. e cverencsens e ceeee 11 174 224 258 3¢:
Electrical measuring and controlling
instruments
EXports....ooovuunns. e .. 313 350 9 b1k U7k
IMPOTtSee e canneeoronnenns eeiaes .. 55 64 88 83 11
Transport equiprent, %total .
Exports...... 5,603 €,266 6,197 7,621 7,9
IMPOTES. v evnnennnn 4,215 5,192 5,798 7,814 9,43
liew autcmobiles . . .
972 1,010 821 1,170
2,782 3,355 3,721 5,085
347 Ll 452 Loz
380 553 517 501
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U.S. Exports and Imports of Major Manufactured Products

{Cont'd)

(Millions of dollars)

1971

Commodity 1968 1969 1970 1972
Automotive parts, excluding engines
EXPOTES . vuvnnvenrnrannanneacs 1,529 1,756 1,603 1,856 2,212
IMporte. . oevevenn-.. 436 532 606 8so 1,105
Aircraft and parts
EXPOTtS...ee...s 2,309  2,b23 2,656 3,387 3,011
TIPOTES. s e evernrnnnnnnnns ceeeneees 294 283 274 338 L1s
Other manufactured goods, total
Exports...... 6,084 7,000 7,636 7,147 8,084
Imports...... 11,508 12,020 13,285 14,929 18,332
Rubber manufactures
EXPOTtS..oienrenennnnannnss 188 195 186 205 & 231
IMPOTtS. s vereennesas e eeeieriieeans 131 154 214 263 329
Peper and manufactures
EXPOTES, v v vvesennenrsnsosunssonnnes 545 585 622 685 726
Imports....... 976 1,082 1,087 1,157 1,281
Fabrics, yarns, and made-up articles of
cotton, wool, and manmade flbers
EXPOTES. vuiuenivnnnunnnnasnss 438 L9s 51l 536 671
TIIDOTES . e v aesrevsensnnenerennennas 638 67h 88 1,089 1,163
Apparel of cotton, wool, and marmade
fibers
Exports........ feeerrene 117 151 150 1h8 179
TIPOTES s et seneriarossososssnonnnses 7h3 957 1,095 1,347 1,691
Iron and steel mill products
EXPOrtSecseeenanncess 583 9k 1,183 760 &co
TMPOTES s e eerrenrnvervasenanns 1,962 1,724 1,952 2,615 2,7k3
Copper ’
EXpOrts....oecevnnnnn. 282 282 358 265 2l3
Imports........ [P e 855 L86 532 163 514
Aluminum N
EXpOrts. . cveevsenn tereresaetoenanas 191 294 358 197
Imports....... 350 264 233 325
Footwear
Exports.......... Sieerserrcanaaneen 9 9 10 10 1
Imports........ e v 388 483 629 758 a5
Aircraft flisht instruments, other
measuring and controlling instruments
and parts :
EXpPOTtsa..cencan. e v - 377 452 485 469
TMPOTES. v vevvnunrreroncnnns &8 77 78 78
Phatographic and motion picture equlpment
and supplies
EXDOTES.esesvnnvereroaseroanees Ceees 368 400 k50 508 621
IMPOTES, vuvvvavannnnns e .. 157 180 213 25 315

Prepared in the
Bureau of International Commerce

U.S. Department of Commerce

April 23, 1973
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Table 19

U.S. Trade with Major Regions

(Valuss in millions of dollars)

Percent
change
Area 1968 1969 1970 1971 1972 from
1968 to
1972
Exports, total' 34,636 38,006 43,224 LA,130 L9,768 +
Developed cowntries,
total,,.,....e0e..s 23,600 26,479 29,877 30,335 34,30L + U5
0anada secesreencas 8,072 9,137 9,079 10,365 12,L15 + Sk
Western Europe ........ 11,132 12,392 14,463 14,178 15,342 + 38
Ewropean Community?, 6,127+ 7,005 8,423 8,381 , i
EFTAS ceeveesnnesnee 3,877 4,00 4,515 4,257 L,691 + 21
thited Kingdom.. 2,289 2,335 2,536 2,369 2,658 + 16
JBDAD ¢vevevveaessenses 2,954 3,490 4,652 4,055 L,966 + 68
Australia, New Zealand,
and South Africa..... 1,42 1,b60 1,683 1,737 1,580 + 10
Developing cowntries,
total ..... seeeseess 10,821 11,277 12,993 13,410 14,585 + 35
19 latin American
ROPUDLICS veeveseavanss 14,699 4,869 5,695 5,666 6,L71 + 38
[o7.Y0) | QO 366 353 Las 1408 L3 + 20
LAFTA veevsoensseenes 4,059  L,203° 4,885 1,8l9 5,560 + 37
Other Western Hemisphere 640 7 837 818 808 + 26
Near East eeeeessecsssse 1,094 1,34 1,423 1,816 1,975 + 81
East and South Asia ,... 3,582 3,495 14,030 L,0L7 4,375 + 22
AfTiCa veveevaasnsnssans 765 819 Lo 1,009 899 + 18
Commmist areas ....« 215 249 354 38y 879 +309
- Imports, total 33,226 36,043 39,952 15,563 55,555 + 67
Developed cowntries,
40tal viiseenosannes 24,130 26,460 29,259 33,7LL  LO,801 + 69
£anada ceeveosreensesess 9,005 10,384 11,092 12,692 14,509 + 66
Western Europe «eeee.ee. 10,139 10,138 11,169 12,658 15,420 + 52
Buropean Community®.. 5,885 5,798 6,609 7,522 8,980 +53
EFTA®...cvseeenrseeaes 3,548 3,682 3,851 L,330 5,337 + 50
thited Xingdom ... 2,058 2,120 2,194 2,L98 2,986 + 15
Japan cesesesen ceevessss  L,05L 4,888 5,875 7,259 9,064 +124
Australia, New Zealand,
and South Africa ...... 931 1,050 1,123 1,135 1,L08 + 51
Develcping countries, .
total ovaonn eeeas 8,886 9,373 10,Lk2 11,549 1k, 350 + 61
19 Jatin American )
Republics cvwevevesssss L4,288  Ly21L L,779  L,881 5,772 + 35
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(Cont'd)

Trade with Major Regions

(Values in millions of dollars)

Percent~
change
Area 1968 1969 1970 1971 1972 from
1968 to
1972
CACM. evveavncnennncne 343 368 116 Lh7 L8s + b1
LAFTA« tveeeronasvoass 3,685 3,577 4,071 4,153  L,9L8 + 3
Other Western Hemisphere 855 949 1,057 1,157 1,230 + Ly
Near Easteceesssscavonce 388 383 3n 593 773 + 99
East and South Asid..... 2,499 3,039 3,397 3,%41 5,258 +110
AfriC8ceaesessssnssavess B3 762 800 931 1,254 + 50
Communist areassssss 200 198 226 229 354 + 77
Trade balance
“EGTAT +.oeeere. 41,410 41,963 +3,272 -1,L33 -5,787
Developed countries,
totaliieeeeesesesess = 530 + 19 + 618 -3,L09 -6,L97
CanadAesesoesencesnseaes = 933 =1,247 -2,013 -2,327 -2,L9L
Western BurcpS.esessosss + 993 +2,254 +3,29L +1,520 - 78
Baropean Commmunity? .. + 242 +1,207 +1,814h + 859 -~ 140 veee
EFTA%e.iveeneroraeses + 329 + 358 + 66 - 73 - 6U6
United Kingdom.... + 231 + 215 + 342 - 129 - 328 ceve
JAPAN e e evnresrnasssaaass ~1,100 =1,398 -1,223 -3,204 -4,098
Australia, New Zealand,
and South Africaesess.s + 511 + L10 + 560 + 602 + 172
Developing countries, :
totaleseessenseenses +1,935 +1,90L4 +2,551 +1,861 + 235
19 latin American
REpUD1iCSeeeeseassesess + B11 + 655 + 916 + 785 + 699
CACMeuvvsseconansanss + 23 = 15 + 9 - 39 - L6
LAFTA+uevecvoosesesaas + 3L + 626 + 814 + 696 + 632
Other Western Hemisphere - 215 - 242 - 220 - 339 - L22 P
Near East.esesssasess vee #7086 + 961 +1,052 +1,223 +1,202
East and South Asia..... +1,083 + L56 + 633 + 106 - 883
AfTiCAuencsecrrrassnnses = 69 + 57 + W0 + 78 - 355 cene .
Communist are3Seev... + 15 + 51 + 128 + 155 + 525 taee

lgyports include military grant-aid shipments.

20riginal six s
2Nine member cowniries.

r countrias.

Prepared in the
Bureau of International Commerce
U.S. Department of Commerce

April 23, 1973
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Table 20

U.S. Trada with the Six Europsan Community Countries

(Millions of dollars)

1968 1969 1970 1971 1972

European . :
Community., total .
Exports..... evesarienee 6,127 7,005 8,bh23 8,381 8,840
IMPOrtS. e v vnennnnesanen 5,885 5,798 6,609 7,522 8,980
BalanCe. ceveeeareann +2h2  +1,207 ° +1,814 +859 -140
Agricultural commodities . R
EXPOrtS.eveucenaanaanses 1,367 1,269 1,559 1,828 2,110
IMportS.eveueennnns PR 368 379 Lo ka2 531
Balance.........coe0 +999 +890  +1,119 +1,406  +1,579
Nonagricultural commodities .
EXPOTtSee s oenerrrnnnonas b,56L 5,425 6,605 6,140 6,607
IMPOYES. e e ve cavernrnass . 5,517 5,419 6,169 7,101 8,h49

Balances...eeeeasnes ~953 +6° +436 -961  -1,842

Note: Totals only include reexports and special category shipments:

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
April 23, 1973
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Table 21

U.S. Trade with the Six European Commmnity Countries
Yy Major Commoditias

(Values in millions of dollars)

Changé from
Commodi ty 1970 19717 1972 1970 to 1972
Valus Percsns

Exports, totalicecereecesccercecasseass 8,423 8,381 8,8L0 +417 + S

35
31
22
27
39
L5

Agricultural commodities, totaleceeeevsseeses 1,559 1,828 2,110 +551
COrMNesseerenisatateosonascoscranossessssssasevane 289 02 378 + 89
Animal £eedSeseeiesrerrcsssrscvssacsassssavannens 279 319 340 + 61
Thmanufactured toObaCCOssseeecsccacsasssssscasoans 124 151 158 + 3
S0YbEaANS. cesetatsucarenrsnssccaasesrsdossanaes 409 516 570 +161
Other agricultural commoditi€Seecessscecscscrcanes 458 sko 664 +206

Nonagricultural commodities, totale.eeceessss 6,605 6,139 6,152 -153 2
Motal ores and SCraDecsssssscessecscsscsccoscnses 223 127 14 -109 L9
008Lucuurennusnciscenssacasascarvosnssreseraacsne 240 192 209 - 31

ChemicalS.eeasssseacsonns . 9U6 916 929 - 17
Iron and steel-mill products. . 242 68 . 88 -154
Copper and aluminuM,.eeeeeevscocosscensosacasoven 270 167 134 -136
Engines and other power generating machinery..... 215 236 275 + &0
Electronic computers and partS.c.eseseeessesceess O 477 486 + 46

Construction, excavating, and mining machinery... 200 175 205 + 5 2
Paper and MANULACLUrESessecessccncsaseosccsnsscas. 150 176 173 + 23 15
Other nonelactrical machinery..eecess ceeene 775 750 812 + 37 s

Electrical apparatiSeseescecssecscascesossassases 599 526 645 +46
Adrcraft parts and commercial aircrafte....ieeees 607 698 540 - 67
Professional, scientific, and cantrolling

[ N R S T T T BN S S SR Y
-
W

INStruments..vseeeescsncscsscecsnsscssonensnsan 185 191 210 +25 + 1
Other nonagricultural commodities..eceseesasaessa 1,513 1,400 1,632 +119 + 8
Reexports and special category exportS...... 259 iy 278 +19 0+ 7
IMPOTES, POtalecesneocnneesaneeconaeans 6,609 7,522 8,980 42,371 + 36
Foods, feeds, and beverages, totaleeescecesces Los Lo2 498 +93 +23
thisky and otzer alcol0lic LEVErazeS.veseeeveesss 166 179 20 + 6+ 39
* Industrial suwplies and materials, tctal..... 1,911 2,371 2,783 +872  + L6
FabriCSe«evesnscsas teressanneenan e retesirteennnns w8 178 188 + 40 427
Industrial chemicalSsesssescsesssssocssssseraones 249 299 377 +128  + 59
Iron and Steeleseesscesessescesscsaensssnsnsnsone 650 967 1,1kl +L9y  + 76
Finished metal and advanced metal manufactures... 100 1 Lo + L0 + Lo
Capital goods, includirz trucks and buses,
10taleisevetaniiincanniiccainaeninisanseses 1,132 1,212 1,512 +380 + 34
Electrical machinaryeescessereeesaccosssossnnsnse 146 174 220 + 7L+ 51
Nonelectrical irdustrial machinery and components 619 667 856 +237  + 38
Business mackines and CompULETS.seenccnnoesas veee 156 b 152 -4 '~ 3
Consumar goods, including aatomobiles and .
PArtS, 100alesseciereecansierccnsncnsnsesss 2,961 3,33 3,953 +992 4+ 3l
PasSSeNger CarS.ecesscsvsssssescssccsscassnenseess 1,254 1,527 1,686 432+ 34
Automotive parts and engineSe.eseveeccecsensceanns 159 206 237 + 79+ L9
173 148 166 -7 -1
302 32 380 + 78 426
75 737 1,01k +289  + Lo
All other iMPOrtSescsascesesscecssasscssannes 200 235 234 +3L o+ 17

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
April 23, 1973
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Table 22

U.S. Trade with Japan

(Millions of dollars)

1968 1969 1970 1971 1972
260
EXPOrtSe covcseevervanense 2,95L 3,L90 4,652 4,055 4,965
Imports .............. veas h,OSh ).1,888 5,875 7,259 9,06)4
Balance:eecsccecseses -1,100 -1,398 -1,223 -3,204 -4,099
Agricultural commodities .
EXPOrES.ccreceeerasnnnns . 933 934 1,241 1,073 1,429
TMPOT S . «eaecnnsoneorsnns 37 '38 38 47 53
Balance. .ecuesvvennas +896 +896 +1,203 +1,026 +1,376
Nc;nagricultural comnodi ties
EXPOLES. coevesrnvonssanee 1,987 2,494 3,355 2,917 3,48)
TMPOTES e eeneenensananns 4,017 4,850 5,837 7,214 9,011
Balance...esevrenanes -2,030 -2,356 -2,482 -4,297 -5,527

Note: Totals only include reexports and special category shipments.

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
April 23, 1973
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Table 23

~U.S. Trade with Japan by Major Cammodities

(Values in millions of dollars)

Change from

Commodi ty 1970 1971 1972 1970 to 1972
: Value Percent -
Exports, totalecsesesecescesconcasensss 4,652 4,055 L,965 +313  + 7
Agricultural commodities, totaleec.eseeessses 1,214 1,073 1,429 +215  + 18
Wheatseiesseeensanasessosassanccceseensencssnsans 157 152 162 + 5 + 3
COIMlenanansteosnncesanssnasercensenscsccnsanssans 235 L8 200 -3 -15
Grain SOrghUMS.. eveeesasscnsesessrsnsnsaacecnscse 129 75 118 -1t -9
Tobacco, UNMANULaCtUredess ceecesessesonsasastance 61 21 105 + b o+ 72
Hides and skins, except fur skins, undressed..... 5L 51 13 +59  +109
SO DOANS 4 s ssesneetessansesensscoscarssasncocens 305 3n 375 + 70 +23
CObbON et eeeneeneesssrerssssnsvansacsesncrcannes 88 126 116 +28 o+ 32
Other agricultural commoditieS.ieecsssceossencees 185 189 2Lo +55 +30
Nenagricultural commodities, total... . 3,355 2,917 3,450 +9 + 3
LOBSecssesenanososascannnsnoronnnssanse . DL 239 362 +58  +19
Matal ores and SCraD.eesecsssescesecrserssoncsans 365. 123 150 =215  -59
e S - I 1 -61 -15
ChemiCalSeeeeseeeetosasascansacsonossasecarcscaes 322 324 312 -10 - 3
Nonferrous metals.sesiesessescsecccsssasasaseeees ° BT by 95 + 8 9
Electronic computers and parts. veesesseeannn 168 142 b -2 -1
Other nonelectric machinery... sensrsesssace 465 Loo L35 - -6
Eloctrical appacabuS.eeesscseresrossesonscanncnas 239 227 228 -1t - 5
Commercial aircraft and aircraft partseecssesesses 238 " 322 o2 +16h  + 69
Other nonagricultural commoditi®S.eeveceesesccase 755 741 971 +216 + 29
Roexports and special category exportsS..... 83 64 86 + 3 + b
Imports, totalessesesececesnecsacsnnans 5,875 7,259 9,064 +3,189  + 5k
Foods, feeds, and beverages.s.vseseeerssoaess 170 17h 253 +83  +49
Industrial supplies and materials, total..... 1,809 2,127 2,32k +515  + 28
L] T 232 25 275 +Lh3  + 19
Industrial chemicalsiusiessseesenereseesenaseaaes 126 147 182 +56  +Lh
Building materidls, cther than metalS............ 88 8Y 108 +20 +23
Iron and 8t8elesectiessiineserssoneeneccansencsns 1,009 1,206 1,26 +237  + 23
Other industrial supplies and materials..eeeceees. 3BL 436 513 +159  + LS
Capital goods, including trucks and buses,

B 658 813 1,23, +576 + 88
Electrical machinery,eieeeeeeseseescenscensoones 233 279 Lot +168 + 72
Nonelectrical industrial machinery and components 178 194 292 +11y + 6L
Business machines and COMPULETrS.eescvesssssensses 130 158 176 + 46 + 35
Other capital goods, including trucks and buses.. 117 182 365 +248  +232

Consumer goods, including automobiles and

parts, totaliiii.iciiiieiieiecaneniiiiiaeans 3,160 1,053 5,157  +1,997 + 63
Pa N gEr CArSetaeerennasencsssssescnnnnssansssee L57 929 1,139 +682  +1L9
Automotive parts and enginesS..sseeesseecosncsenes 152 182 26l +112  + Tk
Apparel; textile housshold SOCdS.ececsevenocccnns 285 290 336 +51 + 18
Leather and rubber footwear and related goods.... 125 125 . 93 -3 -2
Metal cookware, cutlery:and other household wares 139 128 172 +33 + 24
Radios and TV s€tSscevesececsssesncnsoseesasssnes  LUBO 537 sh9 +69 + 1
Other electrical household appliAncCeSeeecsacssses L4 559 810 336 + 71
Other consumer goods, including automcbiles and

PArtS seciercesirnainisetiiitiiciiiaeeaesesas 1,008 1,299 1,794 +7L6 o+ 71
ALl other iMPOrtS.essssseescescessserecscoass 78 92 95 + 17 + 22

Prepared in the .
Bureau of International Commerce

U.S. Department of Commerce

April 23, 1973
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Table 2k

U.S. Trade with Canada

(Millions of dollars)

1968 1969 19 79‘ 1971 1972
Total
EXPOrtsS. cvveeeeenennoncas 8,072 9,137 9,079 10,365 12,415
THPOTESe o v eravnrsannonnn 9,005 10,384 11,092 12,692 14,909
Balance.ceseresronnss =933 -1,247 -2,013 -2,327 -_2,h9)4
Agricultural commodities .
EXPOrtSes cvecenrocconcnns + 595 710 810 761 8Ll
IMPOrtS v evrounrraneranns 226 262 325 .315 354
Balance...ecesaveennn +369 +448 +4,85 +4h6 +490
Nonagricultural commodities
EXPOrtSesecesesansnns veae 7,325 8,232 7,982 9,315 11,238
THPOLtS . veeeensecnreanns 8,779 10,122 10,767 12,447 1,555
Balance........e.s eee 1,450 -1,890 -2,785 -3,132 -3,317

! Discrepancies between U.S. and Canadian bilateral trade data have been reconciled

for 1970,

This study made by the official U.S.-Canadian Trade Statistics

Cormittee resulted in an increase in the valuation of U.S. exports to Canada to
$9,148 million and a decrease in U.S. imports to $10,572 million.

Note: Totals only include reexports and special category shipments.

Table 25

U.S. Trade with Canada by Major Commodities

(Values in millions of dollars)

Prepared in the

Bureau of International Commerce
U.S. Department of Commsrce
April 23, 1973

Commodity 1970 1971 1972  Change from
1970 to 1972
Value Percent
Exports, totalesceesceccsssesses 9,079 10,365 12,415 +3,336 +37
Agricultural commodities, totalesesecesesces 810" 761 8k + 3L + 1l
Grains and preparationS.iecicescceccssscacescncs 175 120 138 - 37 =21
Fruits, nuts, and vegetableS..eceesescassssesass 224 251 297 + 73 +33
"Other agricultural commoditi€s...eeceeeesesseces L1 390 bos - 2 -(1)
Nonagricultural commodities, totalesesseeses 7,977 9,315 11,215 +3,238 +11
. Coal and cOKeiveearorosvaersocccsssesosorncraonne 212 226 277 + 65 +31
ChemicalS,seseeroeeocseronneanannens Ssh 593 693 +139 +25
Iron and steel-mill ProductS..ceceesscoscssesses 51 262 291+ Lo +16
Metal manufactures..coeseeresecrsosnsvsoraaneanss - 249 273 33k +85 +3L
Engines and other power generating machinery.... 399 L83 590 4191 +48
Tractors and parts; agricultural machinery...... 242 326 L19  +177 +73
Electronic commters and office machines........ 21l 257 11+ 97 +45
Other nonelectrical machinery...e.eeveveeeesovss 1,007 -1,120 1,3k3 4296 +28
Electrical apparatisS.seecesscssveecrssesoncesocs 603 730 872  +269 +45
Trucks, buses, and chassis®...eeeeeesescscssvess 253 324 387 434 +53
PaSSENEEr CATSZ . uuurvereerenvnvoservsercocercnns 625 946 1,076 +L51 +72
Automotive parts, including engines®............ 1,640 2,022 2,111 +471 +29
Aircraft parts and commercial aircraft...... PN 241 181 9 - 47 -20
Professional, scientific, and controlling :
InstrumentS.eesesesiaransenas 185 201 22+ 39 +21
Other nonagricultural commoditieS.eceisecovosoes 1,262 1,371 2,093 +831 +66
Reexports and special category exports.... 292 290 357 +65 22
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U.S. Trade with Canada by Ma,)or Commodities
(Contrd)

(Values in millions of dollars) ~

Commodity 1970 1971 . 1972 Change frem
1970 to 1
Value Percsnt

IMPOTts, TOtalessseeaceeanssas. 11,092 12,692 1L,909 +3,817 +3k

Foods, feeds, and bEVErageSeeesessseescvsens 6us 662 Thh  + 99 +15
Industrial supplies and materials, total.... 5,197 5,707 6,832 +1,635 +31
Crude PetrolelMec.esseeecsoasosesnsensarsaocsonns L6 755 938 +292 +45
Natural gaS.eseeeevenss 248 306 Lo0  +152 +61
WOOd PULDsveasssusrseasascvossassavosssvnne Lés 470 L78  + 13 +3

Newsprint.ceeiseesvneaens
Fertilizers..
Lumbers.oooes

g 95 1,01k +123 +1k
188 206 217+ 28 +15
463 706 1,090 +627 +135

Iron Or€eeescesssees 297 267 2L8 -~ k9 -16
Iron and steeliiecvcecacones . 24 261 218 + 7 + 2
Nonferrous ores and metalSee.cescessasccccsncenss 837 821 940 +103 +12

Capital goods, including trucks and buses,

70 7 1 1,504 1,603 1,966 +L62 +31
Electrical machinery..ceceeccssscocaesaossncasss 180 161 1 -39 -22
Nonelectrical industrial machinery and
COMPONENESs e sosvessaosessssaccasenvorsorasanses 255 246 274 + 19 + 17
Farm tractors and machinery and partS..eecccesss 18L 191 2Lé + 62 +34
Trucks, buses, and special purpose vehicles2,... 667 701 852 +185 +28

Consumer goods, including automobiles and :

parts, totalesesesssoosoreasssnsessocancoes 3,112 L,11L  L,725 +1,613 452
Passenger Cars®...eevseecses 1,787 2,3k9 2,593 +806 +L5
Automotive parts®..ieieesees 1,080 1,h81 1,796 +716 +£5

Other importS.sevessssse 63k 606 82 + 8 + 1

“Less than 0.5 percent.

2U.S. trade under the Automotive Products Trade Agreement with Canada cannot be correszly
identified o) an acdition of these export and import categories. The most accurate
assessment of trade under the APTA derives from U.S. import data, which include all Z<ers
entering duty-free under specially designated APTA categories, but adjusted to reflezs
actual rather than constructed vehicle values; and from Canadian import values which
include all items entering duty-free. Canadian imports, as those of U.S. exports, =
based on actual transaction values for automotive products. These values show U. S. acs

“in automotive products with Canada in the years 1970-72 as follows in millions of dcilars:
Imports, 3,132, 3,999, L4,595; Exports--2,936, 3,802, L,h95; balance, -196, -197,-1CC.

rs
o

The value of U.S. imports of cars and trucks shown in the tabulation above is based <n
a constructed wholesale price in Canada (the official Customs value for duty purpeses)

es)

It does not accurately reflect the actual values of such products imported from C
On the export side, there are various products exported to Canada for use in autor:
production (such as glass, copper pipe, bearings, etc.) which are included in other
automotive classifications. Their end use cannot be identified in U.S. export statis<i

Note: In a recent reconciliation of bilateral trade data for 1970 by the official U.S.--
Canadian Trade Statistics Committec it was found that U.S. exnorts to Canada should
have been valued in that year at $9,1h8 million and imports at $10,572 million.
ciliation of data for 1971 and 1972 is currently in progress.

3

Prepared in the

Bureau of International Commerce
U.S. Department of Commerce
4pril 23, 1972
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Table 26

U.S. Trade with the United Kingdom
by Major Cormodities

(Values in millions of dollars)

. Change frem
Cormodity 1970 1971 1972 _1970 to 1972
Value Percent
Exports, totaleceesssssssorescreeansans 2,536 2,369 2,688 +122 + 5
Agricultural tommodities, totale.cesecescanes L4o2 1438 81 + 79 + 0
Grains and preparations.eceeeesscecces 129 115 139 + 10 + 8
Tobacco, Mmanufactuwredeesvesescrsscessaersssscnas 107 102 132 + 25 + 23
,0ther agricultural commoditieS.seeececocssesonson 166 221 210  + bk + 27
Nonagricultural commodities, total...seesesss 2,043 1,8Lh 2,08k + 41 + 2
SCNeMICAlSsesresonsearsansrseercosarensansssaneess 227 212 K1 + 2+ 1
Paper, paperboard, and manufactilr'@Seeecesesssessss sl 53 62 - 2 -4
Iron and steel-mill produstSieesssscecsssssncsnss 105 26 26 -179 -7
Nonferrous base MetalS.eeescessesseascscasssosnoa 96 53 ¥ -5 -52
Power generating machinery..eccseevececsesssvacss 67 6l 102 + 35 + 52
Electronic computers and other office machines... 233 181 17 -~66 -8
Construction, excavating, and mining machinery... 51 58 69 + 18 + 35
Other nonelectric machinery.secececesccesssassnen N7 27 321 + L4 + 1
Electrical apparatuS..eesseeveieccsosescancisgons 221 185 243 o+ 22 + 10
Commercial aircraft and aircraft pPartS.ieecseceess 161 230 - 214 + 53 + 33
Scientific,measuring, and controlling instruments. 86 86 93 + 7 + 8
Other nonagricultwral commoditieSesssseseresnenss 425 L2s 500 + 75 + 18
Reexports and special category exportS.ee.. 91 87 93 + 2 + 2
IMPorts, totalisessesescansceseassonses 2,194 2,198 2,986 4792 4+ 36
Foods, feeds, and beverages, total...c.ieeesss 368 383 371+ 3 1
Whisky and other alcoholic beverageS.se.eeseeases 322 331 08 - ik - b
Industrial suplies and materials, total..... L86 607 711 +225 + 16
Textile fibers and yarNSeeeeeceesescenses eresnea 38 52 61 + 23 + 61
Fabricsssececoven, L2 58 50 + 8 + 19
Industrial chemicals,.... Cesereerenetnraanrenaans 61 57 85 + 2k + 39
Iron and Ste0Lleeeeereverersosrerosscnsacsenannnns 126 192 201 + 75 + 60
NONLErrous MetalSeeesesessssssssntsesccansasoonss 6L 68 93 + 2 + U5
Capital goods, including trucks and buses,
20taleveesennasesronsanse 503 500 702 +199 + Lo
Industrial machinery and corporentis.. 256 253 306 + 50 + 0
FAI'M BraCtOTSescesvrerrseenacnsrensoaen 73 73 101+ 28 + 38
¢ivilian aircraft and partS.e.secess. L7 35 hs  «+ 98  +209
Consumer goeds, including automobiles and
parts, totalesvesseeceancacecsoanaseneseses 727 837 1,007 +280  + 39
Pagsenger CarSecscesessssessasacs 105 152 126 + 21 + 20
Automotive parts and engineS..sssecssescsscsseoes 39 71 96  + 57 +14é
Electrical household appliances, radios, and
8imilar ProdUCtS.cicesessscscaceseccsnonsacconne 43 60 88 + L5 +105
Bicycles and motorcycles.. L2 66 63 + 21 + 50
Gem diamonds, wncubl or WISELeseesessersocsccncons 1 120 182 o+l +29
A1l Other iMPOTLS.:csescsssacssssnsacencosons 112 132 196 +84 +75

.Prepared in the

Bureau of International Commerce

U.S. Department of Ccmmerce
April 23, 1973
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Table 27 .

U.S. Trade With Selected Major -
Trading Partners

(Millions of dollars)

Country 1968 1969 1970 1971 1972
Federal Republic of Germany
EXports.ciesvercecensecosnsan 1,709 2,1L2 2,741 2,831 2,811
IMPOrtSesecsssossaosssenanae 2,721 2,603 3,127 3,650 h,2h9
BalanCe..,.... eeteceas -1,012 =461 -386 -819 -1,L38
France
BXpOrtSecereeaveenass 1,095 1,195 1,483 1,373 1,610
IMPOrtSeecescreasnssascansne 8L2 8L2 92 1,088 1,369
BalanCe.ieseessessescnas . +253 +353 +5h1 +285 +241
Italy
EXPOrtSeesecssrosocnereasans 1,121 1,262 1,353 1,31 1,L30
IMDOrtSesesssansaccsnassanse 1,102 1,204 1,316 1,406 1,756
BalanCe..seescacaonscnsnne +19 . +58 +37 -92 -326
Denmark .
EXDOrtSeseserecscasncscncass 207 205 227 253 258
IMpPOrtsS.asesss 220 . 258 28l 286 367
Balance.esvieeccsesvensnee =13 -53 -57 -33 =109
Ireland
EXpOrtSececsosnacsnccecsanas 87 118 112 138 125
IMPOrtSecveecessnesesncnones 108 123 135 125 152
Balanceieecervesecnconanes =21 - =23 +13 =27
Norway
156 198 196 185 213
156 150 142 175 2kl
- +48 +5l +10 -28
Sweden
EXPOrtSsceesaesenesanasnanes Lkl 477 Sh3 L70 L72
IMPOTtSesesessarsons 390 355 399 L5y 601
BalanCeesesssenosacscoaess +51 +122 +14L +16 -129
Switzarland
EXPOrtSececscsneencenss 595 6C5 700 627 672
Imports. 438 L52 L59 193 619
BalanCeeesos +157 +153 ° +241 +134 +53
Austria .
EXDOrtSeessssscsrssascnans .. 50 56 7h 101 96
Imports.... 96 115 120 128 172
Ralance.eeseesses .o -ké -59 =L6 27 ~76
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U.S. Trade With Selected Major
Trading Partners
(Cont'd)

(Millions of dollars)

Country 1968 1969 1970 1971 1972
Finland .
EXPOTES+ s eenvennsenaneannnns 52 76 99 90 91
IMPOrtSecescaoscsesscnansone 103 120 11 123 12
BalaNCesessocecessrsssanse -51 -l -15 -33 =51
Spain .
517 580 712 627 930
306 304 353 us8 600
+211 +276 +359 +169 +330
Israel .
EXDOTtSacecasssssscossannes 278 Ls7 592 707 558
IMPOrtSeecseccscsccnscaverne 117 129 150 173 222
Balance..eseeesscscnscanns +161 4328 +hly2 +53L +336
Australia . '
EXPOTSerenecsnncrensessaces 872 855 986 1,004 813
IMPOrtSesseseessessecsesance 1,88 588 611 619 807
BalanCesssesescssocsacvnes +38L +267 +375 +385 +36
Taiwan
387 393 527 510 631
270 - 388 . 549 817 1,294
+117 +5 =22 =307 -663
Hong Kong
ExportSecsscesess 30k 36l Loé L2L L89
IMPOrtSeceroresennss 637 81l oLl 991 1,249
Balance..cssesarasannsasas -333 -L50 ~538 -567 -760
Republic of Korea
EXPOTtS.easssnassrnreensses 510 699 6L3 681 73%
IMPOTtSe seeernvscorsssccanss 199 291 370 L62 708
Balance..vsscessesnscnassns +311 +4,08 +273 +219 27
Mexico ’
EXDOItSescasvenersssanaasens 1,378 1,450 1,704 1,620 1,982
IMPOrtSeeescsovsesss . 910 1,029 - 1,218 1,262 1,632
Balanc@eeeessssccsconsanns +1,68 +421 +1486 +358 +350

Prepared in ths

Rur2au of International Commerce
U.5. Departmsny of Commercs
April 23, 1973
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Table 28

(:1llions c7 dollars)

Trad: with Commnist

Arzas

mXport

o zusters Larope,
Communict Asia, and Cuba

Imports ITom Lusizlil Lurci:,

Comrunist Asiz, and Cu

Free~worli Jnitad Otates Free~vorld Urit~d Strr2l
Comminist arzas, totall
106800 sciacesncees 8,837 215 9,520 201
1969eessans 10,111 249 10,389 198
1970. . 11,775 35k 11,06 oy
1971, . 12,k55 38 12,620 229
19720 renrerennenn () 8719 (=) 354
Eastern Europe,
excluding U,S.S.R.
1968.icteeirnnnanas 4,310 157 4,385 ko
1969ceetaserancene 4,840 Rt 4,814 sk
19700 0sss . 5,673 235" 5,538 153
19TLecs.e . 6,31k 222 6,099 166
1972 e erannens =) 272 ) 225
U.S.5.R.
19680 e irasnincees 2,954 58 3,277 58
1969 e0ceccarnennns 3,503 106 3,541 52
R ( T 4,020 119 3,762 T2
19TLeresrecnconnns Lyash 162 4,153 57
1972 eeeeenrnnses (2) ShT () 96
People’s Republic of
China
19680 cecnerennnnas 1,288 - 1,628 2)
29690 aeaenaaanan 1,370 - 1,752 33
19700 e aosossosnss 1,612 - 1,735 3
197 earesseerissscs 1,552 - 1,959 5
197240 tenrranones ) 60 () 32
Cuba
1968..40... ciessen 231 - 174 -
19650 aureennenns . 303 ‘g 208 (<)
19700 cvoarasns vees 399 ¢ 279 -
19TLereecenneennnn 365 ‘) 311 -~
19720 e enienanenne ) ) (=) ()

.

1Includes trade with North Kored, Horth Viet-liam, ond Quter Morgoliea.

2Not available,

3 Imports in 1963-70 were valued: %269, $2L4,00C, and $1,000.

¢ Bxports in 1569-72 were valued: $228, $42,6L:2, $3C,838, and &8,572; imports, in 1969

$L,000 and $32,962, 1972.

- Nere.

April 33, 1973

tioral Conmzree
oi’ Commzeraz:
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Table 29

U.S. Trade with Major Developing Areas

by Principal Commodities

(Millions of dollars)

Total

developing 19 American  Near East and Developing
areas® Republics East South Asia Africa
Exports and reexports,
total.iseeececencrncroens
1970 seerasenssacesnosseses 12,993 5,695 1,L23 1,030 939
197 eeecvesonnencnnonsesses 13,410 5,667 1,810 4,047 1,009
1972 vesseenccsasnsncasssss 10,585 6,b71 1,975 4,375 899
Agricultural products,
totalecveacecnecncsocens
1970ueecseaocnrorsnsosccnne 62 . 222 1,252 237
642 301 1,288 230
725 321 1,h76 29
Grains and preparations
1970 tiiieeraonsnrsnnsesses 1,167 226 117 668 118
197 eiennens teeeesesnseeres 1,110 2h9 158 60 13
19720 v ereresacsasoncasssass 1,516 357 178 810 132
Soybeans
L (o T b 1 23 18 73. (=)
1971 eeenncesoocssenessones 137 2 L2 71 (2)
1972 000enasoseceasncrencnas 150 17 kb 89 (2)
Cotton
19700eneenssonnsasesnsonaes 212 3 (=) 198 n
197 ceeiiiaccesoncsnnnnnnne 315 [ 1 295 13
B 242 1 (=) 231 9
Other agricultural commodities
1970..... teceeetacsrtnenen . 878 310 87 313 108
197 ceiennas cevesasnsesssss 1,008 363 100 362 86
19720 seeeaseeccaranensnces 988 350 103 3L6 78
Monegricultural products,
totaleasee .
1970ccesnnnse 9,728 5,0L5 g22 2,116 56
197eeenns 9,910 h,921 .1,031 2,489 7L3
19724 eueisscsncsenssennsoss 10,836 5,622 1,240 2,615 65
Petroleum products
19700 caveneesssaccnssnoesnan 161 9 8 42 1
197 eensenns 170 98 8 37 12
19720 cooeassansernsasaoncaes 152 81 13 34 12
Chemicals
1970 v aseesasnnosenrsanncenss 1,284 716 68 335 52
197 1eeesnescnnsnssasssanasee 1,297 7L6 78 30 5k
19720 eenssenasavsansresences 1,471 908 86 318 L9
Paper and manufactures
1970 4 e eessrsensosasscncnsnns 227 132 19 3% 16
19710ee 237 13k 20 L 18
1972440 257 151 21 L 17
Textiles other than clothing
1970 csevsvancsoasssssocccas . 201 78 7 65 19
197 1eversnernsonaasosonannes 159 78 9 55 17
19720 cavaneenssasencnnsnsans 216 90 1 6l b
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U.S, Trade with Major Doveloping Areas
by Principal Cormodities
(Cont'd)

(Millions of dollars)

Total

developing 19 American  Near East and Developing
areas'  Republics East South Asia Africa
Iron and steel
19700 cssevsersasonassoassane L59 218 22 161 39
197 eneeevencrsnnsacnanssass 357 138 23 4L 31
1972 seeerraeasessscvanensse  33b ©158 i 90 2l
Manufactures of metal
1970 4 eeeeseerararonsasansans 280 137 2 58 22
19710 eennsearecsvascrsansnns 269 134 27 L9 %
1972 eessasssocncsnsocsssnns 262 126 36 50 16
Nonelectric machinery
19700 eserevesrnanassnananees 2,505 1,391 236 633 272
19T e senesencenesaannanssns 2,728 1,363 08 652 259
1972 areeeenvenscansscrssoes 3,025 1,548 k10 663 253
Electrical apparatus
197 00sensenns vesessesgoensn 941 Lh5 105 300 L8
197 e neserenennsnasasnaacoss 1,034 L9d 97 343 b3
1972400 eensnnrssnnssoneasnes. 1,308 633 137 L3k y2
Automobiles, new - .
19700 eeneces PR . 11k 82 17 3 2
1971..... eereenaanes 148 100 3h 3 2
1972¢00snses veecesaneees 168 121 35 2 1
Comercial aircraft
and parts
1970 . vesecassenscsconsonoss 485 218 112 98 sk
19T eeeraveessssansnnnnnse .. 476 169 189 193 110
19724 00cness 688 192 160 2ko 8o
Professional, scientific, and
controlling instruments
19700 eeuorersnnsasnonsannses 189 101 21 Ll 1k
B 2 T 197 103 2k 45 1h
197200 cenencnss eeereraresae 22k 127 2k 50 13
Other nonagricultural cormodities . '
2,802 1,kh9 183 637 107
2,638 1,362 21k 62k 158
2,731 1,490 262 596 1hk
Reexports- and special
category exports :
19700 sureecnroneen Ceereeiens 8gk 87 379 362 L6
1971..... Ceerresenrenens veee 900 10k 478 270 36
1972, 0 00ees . R ves 853 124 bk 284 15
Tmports, total )
19700 ceeesnssoraasnns veeenes 10,402 4,779 3n 3,397 8co
1971 veerrvnnnansesssnensss 11,559 4,881 593 3,941 931
1972 s ersranreonss veeeeeees 14,350 5,772 773 5,258 1,254
Foods, feeds, and beverages,
total
B srZo T 3,k52 2,276 31 489 537
L1071, i vessrenrasonneranssene 3,582 2,287 30 551 567
j o - v... 3,888 2,625 33 580 520
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U.S. Trade with Major Developing Areas,
by Principal Commodities
(Cont'd)

(Millions of dollars)

Total

developing 19 American  Near East and Developing
areas’ _ Republics  East' South Asia _ Africa
G;een coffee
1,159 769 (2) k1 340
1,167 758 () 53 Al
1 > 180 800 (®) Lb 326
Cane sugar .
1970 ceescsssassesaescoccocas 685 L21 -— 220 2
1971 ceeenesocacosssanancanns 723 L18 — -eks 7
19720 ceesevsnssssacaseranses 777 k93 | --- 234 13
Industrial swpplies and
materials, total .
b, 199 2,032 196 1,134 237
L, 909 © 1,999 Lo2 1,217 320
6,078 2,258 522 1,550 676
Fuels and lubricants
19704 cecacsconavacesansannes 1,922 1,021 139 55 87
197 eecacvesosssasnacsssans 2,388 1,112 331 83 158
1972¢saeccsseccscrcavesssnae 3,017 1,197 L30 138 182
Textile fibers and yarns :
19704 eeveenssosasasancsssans 89 L7 13 25 b
1971... 82 38 12 30 3
197200 creevscnnroresnrrenaes 20 L7 13 3 3
Fabrics
1970 ¢iecesacnasacansnsssones 290 35 6 246 3
197 eetenscracercncnsasconas 336 . kS 1 279 5
19720 00eeeccscarconacnoscons 429 v 52 12 360 S
Building materials other than metals
19700 tareresenascnsaasnaoene 23 L9 1 167 7
1971 eieeinseonrcsacenscnnss 298 55 1 222 7
19720 teeesenosranccasarosnse 415 81 (@) 308 8
Iron ore, scrap,and ferroalloys
1970 ¢ et tiesniaesnnsnssnanana 23k 17h 1 10 LD
197 eeenaesresennonnseoronns 242 - 176 ) 1 el
197200 tncesncnsrsssancncaces 255 168 ®) 10 53
Bauxite and aluminum
1973’.1....... ...... veessneess 243 2 o (* )
1971 ececcnscseccsasaassonanse 2L5 0 (2) a1 19
19724 ccresnsssscensnsecaneee 269 23 *) *) S
(] tal,and scra .
oppser ores, metal, P 279 28 o 23 2
170 151 o 13 7
190 158 &) 30 2
Other nonferrous ores, metal,and
serap
1970 eeennrseanaseesanassess 353 149 () 183 0
1971 eerennnssananasersoees 280 -108 ) 154 14
1972m s vnsvnnannennenanesene U6 138 Q) 179 e
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U.S. Trade with Major Developing Areas,
by Principal Commodities .
(Cont'd)

(Millions of dollars)
Total §
developing 19 American Near East and Developing
areas’  Republics East  South Asia Africa

Capital goods, including
trucks and buses, total : :
19704 eeeeenssensssennnsonses 373 135 10 216

1
1 I 11 1 167 7 268 ()
197200t ttareescrancnccaacass  THO 287 10 128 *)

Electrical machinery, other than
consumer type

1970 ccesensssasacssaasensoss 286 90 3 183 (®)
19710 teneesonsecanssaneennas 367 128 3 228 (%)
19720 c0cseneresnansecncesnes 603 213 L 374 ¢)
Consumer goods, including )
automobiles and parts, total
.. 1,810 223 115 - 1,464 17
2,275 292 3 1,773 33
3,268 kb7 181 2,557 35
Apparel; textile houschold goods
1970 ceeseesecasssscnarsaoas 667 35 22 59l 2
932 52 25 837 2
1972¢ateearescccesnsecnasese 1,201 85 . 26 1,072 3
Footwear and related goods
1970 cevecessncrsesansssscnns 135 28 5 100 1
1971 e eeeerernnnas ceeeessanes 202 .50 8 143 *)
1972¢000cesscvconcecocssone 315 82 12 219 1
Electrical household appliances,
radios, and s
1970 e cevessrssnoccacosssanes 178 18 ®) 160 (*
-1 1 22 (%) 221 *)
19724000 sesasacscssscscssasse 480 3B (?) L2 )
Other orts '
1970....?:4:................. 278 14 19 100 9
197140 . 39 . 138 23 132 1
19720 c00ess . 376 156 217 hly il

1Tncludes developing cowntries in the Western Hemisphere and Qceania.
?Less than $500,000. -

Prepared in the

Bureau of Internatianal Commerce
U.S. Department of Cormerce
April 23, 1973
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TABLE 47
U.S. RESERVE ASSETS AND LIQUID LIABILITIES TO FOREIGNERS Y

(billions of dollars)

v.s. U.S. Liquid ' U.S. Liabilities
Reserve Liabilities \ Liguid & Non-Liquid to
Assets’ to all Foreigners v Foreign Official Agencies

1950 24.3 - 8.9 ’ n.a.

1951 24.3 8.8 . n.a.

1952 24.7 10.4 . n.a.

1953 23.5 “11.4 n.a.

1954 23.0 12.5 n.a.

1955 22.8 13.5 n.a.

1956 23.7 . 15.3 n.a.

1957 24.8 15.8 ’ n.a.

1958 22,5 16.8 n.a.

1959 21.5 19.4 (10.6)

1960 19.4 21.0 (11.9)

1961 18.8 22.9 T "(12.6)

1962 17.2 24.3 ‘ (13.7)

1963 16.8 '26.4 (15.2)

1964 16.7 29.4 (16.6)

1965 15.5 29.6 (16.7)

1966 14.9 31.0 (15.9)

1967 14.8 - 35.7 (19.2)

1968 15.7 - 38.5 (18.4)

1969 . 17.0 ’ 45.9 - (17.0)

1970 14.5 47.0 . (24.3)

1971 12.2 67.8 (51.2)

1972 13.2 2/ 82.7 2/ (61.3)2/

1/ Including non~liquid liabilities to foreign official agencies.

2/ Normal releuse dates February 27, 1973.

SOURCE: Treasury Bulletin, January 1973.

Treasury/OASIA/Research
February 13, 1973
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TABLE 49
U.S. GOLD STOCK AND WORLD MONETARY GOLD HOLDIV('S'
{ Millions of dollars) -

Date ’ u.s, World
1951 22,873 . .t 33,925
1952 - 23,252 33,900.
1953 -7 22,00 . 34,320
1954 21,793 © 34,950
1955 ) 21,753 35,410
1956 22,058 36,055
1957 22,857 37,305
1958 20,582 38,030
1959 19,507 . - 37,880
1960 17,804 | 38,065
1961 16947 38,899
1962 16,057 39,280
1963 15,536 40,220
1964 15,471 40,840
1965 14,065 41,855
1966 13,235 - 40,910
1967 X l'2 065 39,510
" 1968 10,892 38,940
1969 11,859 39,130
1970 11,072 37,185
1971 10,206 36,125
1972 10,487 33,789

" Sourca: 1M51-1061 IFS Sunplemant to 66/A7 Tsiues
1862-1371 IFS, bay 1972; 1972 Irs, A“rll 1973

* Excludes IMI’ holdings B Treasury/OASIA/Pas

April 1n, 1973
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NONTARIFF BARRIERS

© GATT WORK PROGRAM ON NONTARIFF BARRIERS

The elimination or reduction of nontariff barriers (NTBs)
is an important objective of the work program of the General
‘Agreement on Tariffs and Trade (GATT) that was /initiated at
the end of the Kennedy Round -trade negotiations. On the
basis of countries' notifications, an inventory of alleged NTBs
was compiled and later examined by the GATT Committee on Trade-
in Industrial Products. This inventory covers many types of
" measures that vary greatly in restricting trade in industrial
. products. .

: The next stage of work was a search for possible solutions
to the problems raised by the major barriers. For this purpose
five working groups were established to consider the 27 NTB
categories into which the notifications had been grouped (see
attached Illustrative List). In meetings during the spring
and fall of 1970 various solutions to these problems were pro-
posed and discussed. .

In February 1971 a new stage of the GATT NTB work program
was initiated. Rather. than dilute efforts over the entire
field, it was decided that concentration on a few NTBs would
be more iikely to produce concrete results. Product stand-
ards, import licensing, and customs valuation were selected
for priority attention. It was also agreed that if working
groups could draft acceptable solutions to NTB problems, these
.solutions would be recommended to governments for their
consideration and approval.

During 1972 and 1973 work was initiated on export subsidies,
trade diverting aids (domestic subsidies that stimulate exports),
countervailing duties, quantitative restrictions, export restraints,
consular formalities, import documentation, and packaging and
labeling regulations. Work on government procurement is underway
in the OECD. Consequently, most of the important NTB categories
-areé now being actively considered. Other categories also receive
attention through bilateral efforts. These include alcoholic
beverage regulations, discriminatory automobile taxes, statis-
tical and administrative duties, and motion picture restrictions.

It appears, however, that there are few industrial NTB
categories where solutions might be selfbalancing and made
effective independently of concessions in other areas. A code
on product standards might be selfbalancing. Solutions for
most other NTBs would require much larger commitments from
some countries than from others. Consequently, although
countries may be willing in the NTB working groups to devise
acceptable solutions, they are not willing to implement
these solutions except in the context of a larger package
that would include action on additional trade measures,
such as other NTBs, tariffs, agriculture and safeguards.

In devising NTB solutions the GATT work program is
defining, as precisely as possible, negotiating chips that
can be placed upon the bargaining table. Because of the
varying trade importance and heterogeneous nature of NTBs
.. and because of the unequal commitments involved, these
chips have different sizes, shapes, and colors. When enough’
of them are on the table, they can be used in the negotiating
game that will also include other trade matters in order to
arrive at a balanced package. .’ .

Attachment
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NONTARIFF BARRIERS

* GATT SECRETARIAT ILLUSTRATIVE LIST

Group 1 Government participation in’trade

*a,

‘Prade cdiverting aids’

*Work underway
+Work underway

*b, Export subsidies
*c. Countervailing duties
*4d, Government procurement
e. State trading in market-economy countr;es
; £. Other restrictivé practices .
Group 2 Customs and admlnlstratlve entry procedures
*a, Valuation
b. Antidumping dutiés
¢. Customs classification
*d. Consular and customs formalities and documentation
(i) consular formalities and fees '
(ii) customs clearance documentatlon
(111) certificates of origin .
e. Samples requirements
Group 3 Standards
. :*a, sStandards )
; *b. Packaging, :lapeling and marking regulations
Group 4 Specific limitations on trade
*a, Quantitdtive restrictions
b. Discriminatory bilateral agrcements
*c, Export restraints .
d. Minimum price regulations
*e, Licensing
-£. Motion picture restrictions
;. Group 5 Charges on imports ’
a. Prior deposits
b. Credit restrictions for 1mporters
¢. Variable levies
d. Fiscal adjustments at the border or otherwise
€. Restrictions on foreign wines and splrlts
f. Discriminatory taxes on motor-cars
g. . Statistical and administrative duties
h. ' Special duties on imports

in the GATT
in the OECD
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PRODUCT STANDARDS

Standards were chosen for priority attention in the GATT

. work program because of their growing importance and because '
- .4it appeared that progress might be more possible here than in-

certain other areas. All countries have an interest in this

 question and, in large part, work on standards deals with
" potential trade barriers rather than with difficult rollbacks

of existing restrictions. Furthermore, the United States and

some other countries are increasingly concerned about European

‘plans to conclude regional standards arrangements on an exclusive

basis. U.S. interest in-GATT work on standards was particularly

spurred by the conclusion of a European arrangement for the
harmonization and certification of electronic components (CENEL

Agreement), which had potential adverse trade effects for.

nonparticipants. . . . . '

- The international harmonization and certification of
product standards can facilitate trade. Significant economies
can be realized if exports are designed and tested for a large
multi-country market rather than for a number of separate
national markets with different standards and quality assurance
requirements. However, if :international harmonization and
certification arrangements are exclusive, they can result in
", technical barriers to trade. . B

. Work in the GATT is directed toward the drafting of a
. code of conduct that would ensure that standards and certifica-
vtion are used to facilitate rather than to impede trade. Such
. a code wculd (1) encourage participation in standards writing.
in interrational organizations so as to harmonize standards
on as wicde a basis as possible; (2) encourage participation
in interrnational, as opposed to regional, certification e .
arrangements for assuring conformity to standards; (3) formulate
rules for regional standards arrangements so that, in standards
writing and certification, these arrangements will not operate
to restrict the trade of third countries; and (4) formulate
rules that should be followed by national standards bodies
" 80 that standards writing and certification will not create
unjustifiable obstacles to trade. . ) .

fhe draft code would apply both to mandatory standards
and to voluntary standards, where there is no legal obligation
for compliance. Furthermore, it would apply to standards bodies
at the central, state, and local government levels and to
voluntary or private standards bodies. Commitments with respect
to bodies over which central governments have no direct control
would be on a "best efforts" basis.

The drafting of a GATT standards code is well advanced
and the technical work should be concluded in the near future.
Public hearings on this proposed code were con@ucted ig June

- and July 1972 by the Office of the Special Representative for
Trade Negotiations. T . . . B

Related to the draft GATT code is the Administration's
proposed International Voluntary Standards Cooperation Act.
Last year the Act (S. 1798) passed the Senate and completed

. House hearings by the end of the session. The Act was
resubmitted to the llouse on April 4. 1In terms of timing,

. standards legislation should preferably be enacted before
implementation of the GATT standards code. Since regional
standards arrangements generally require members to have
‘national standards bodies, the U.S. can reap the full benefits
of the GATT code only if it has in place a formal working
arrangement in the standards field between government and °
industry. Such an arrangement is a key element of the proposed
- Act. - .



57

GOVERNMENT PROCUREMENT

Government procurement systems vary widely in form, but
throughout the world they all have a "buy-national"” bias and
constitute major nontariff barriers to trade. GATT provisions
are weak in the area of public procurement and avenues for the
redress of grievances involving discrimation are very limited.

- Because the U.S. system is more visible than the informal administra-
tive methods and practices of other governments, the United States
has been subject to strong criticism from other countries,

The United States has, in turn, been pressing in the OECD for

an international code under which governments would open thelr

- procurement to foreign suppllers

The United States has played a leading role in OECD work
aimed at developing an international code which would safeguard
the existing stake U.S. suppliers have in sales to foreign
governments and improve access to the steadily growing public
sector markets abroad. The United States has emphasized particu-
larly the need for published regulations, tightly drawn rules to dis-
courage discriminaction against foreign firms and products, and
minimal exceptions from the proposed rules. Despite progress,
wide differences remain on certain key provisions which the
United States considers essential for any proposed code. The
issues have proven very complex and can be resolved only if all
the major trading countries are prepared to make significant
changes in their laws and regulations affecting government
procurement,

In the United States, the Defense Department gives a 50
percent preference margin to domestic products. Other agencies
give a 6 percent preference, or 12 percent on items produced
by small businesses or firms in labor surplus areas. Not only
the Buy American Act, but a number of other statutes provide
for restricting or prohibiting procurement of foreign goods.

Other countries generally have few specific published
regulations on supply procurements. The use of open public
tender procedures is uncommon and most contracts are awarded
on the basis of bids solicited from selected domestic suppliers
or private negotiations involving no competition. Many govern-
ments resort to administrative guidance to persuade purchasing
-entities to buy domestic products whenever possible. Charges
of discrimination are hard to prove, however, since governments

94-754 0 - 73 -5
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are seldom willing to reveal after the fact the considerations
ruling in a contract award, prices quoted in bids, and firms
participating. - :

A common procurement policy being developed within the
EC will have particular importance, While member governments
are under some constraint to move toward a fairer, more open
. system, pressures exist to prompte certain industries, notably
in the high technology area, through protectionist procurement
policies. Proposals made by the EC Commission to date contain
many of the key provisions the United States considers essen-
tial in an international code.” While this is an encouraging
development, the final outcome tould well be adversely affected
if other countries should, in the meanwhile, adopt new
discriminatory measures,

The United States recently opened the bidding for the
second set of three turbine-generators at Grand Coulee to
world-wide bidding. (Only domestic bids were accepted for the
first stage.) This decision represents an expression of good
faith on the part of the United-States in multilateral negotia-
tions looking toward removal of NTBS in the government procure-
ment area. It has been made clear to all suppliers that unless
substantial reciprocity is-:spon accorded to U.S. suppliers of
heavy electrical equipmenc,'the U.S. Government may have to
revise its present practices in this area.
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INVENTORY OF THE NONTARIFF BARRIERS

OF SELECTED COUNTRIES AND THE
-EUROPEAN COMMUNITY

This inventory of nontariff barriers (NTBs) "includes those
foreign restrictions which have been reported by U.S. diplomatic
missions overseas or have been the, subject of U.S. industry
complaints. The list is not exhaustive since many NTBS are not
publicized or arise from the administration of otherwise nontrade-
distorting regulations and therefore are not readily discernible.
Furthermore, the list does not include potential trade barriers,
such as border tax adjustments, applied by most countries, including
the U.S., nor such other practices as restrictions applied for
purposes of national security, public morals and certain otherx
purposes as provided for in the Article XX exceptions of the General
Agreement on Tariffs and Trade (GATT).

The foreign countries included in the inventory are those
which receive Most Favored Nation (MFN) tariff treatment from
the U.S. and had total imports of over $500 million in 1972.

Algeria

Argentina
Australia

Austria
Belgium~Luxembourg
Brazil -
Canada

Chile

Colombia

Denmark

Egypt

EUROPEAN COMMUNITY
Finland

France

Germany

Greece

Hong Kong

India

Indonesia

Iran

Irag . .
Ireland
Israel
Italy
Jamaica .
Japan
Kenya
Korea
Kuwait
Lebanon

-Libyan Arab Reﬁublic

Malaysia
Mexico
Moxrocco
Netherlands

Netherlands Antilles’

New Zealand
Nigeria
Norway
Pakistan

Peru
Philippines
Poland

" Portugal

Saudi Arabia
Singapore
South Africa
Spain

Sweden
Switzerland
Taiwan
Thailand
Trinidad & Tobago
Turkey

United Kingdom
Venezuela
Yugoslavia
Zaire

UNITED STATES .
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NONTARIFF BARRIERS, BY CATEGORY
GATT SECRETARIAT ILLUSTRATIVE LIST

1. Government participation in trade

*a, Trade diverting aids
*b., Export subsidies
*c. Countervailing duties
+d. Government procurement
e. State trading in market-economy countries .
f. Other restrictive practices

2. cCustoms and administrative entry procedures

*a, Valuation

b. Antidumping duties

c. Customs classification

*d, Consular and customs formalities and documentation
e. Samples requirements

3. Standards

*a, Standards
*b, Packaging, labeling, and marking regulations

4. Specific limitations on trade

*a, Quantitative restrictions

b. Discriminatory bilateral agreements
*c. Export restraints

d. Minimum price regulations

*e, Licensing

‘f. Motion picture restrictions

5. Charges on imports

Prior deposits

Credit restrictions for importers

Variable levies '’

Fiscal adjustments at the border or otherwise
Restrictions on foreign wines and spirits
Discriminatory taxes on motor-cars
Statistical and administrative duties

Special duties on imports

SQ MO OD Y

*Work underway in the GATT
4+Work underway in the OECD



_ ALGERIA -

TYPE OF NONTARIFF BARRIER

61

- REMARKS

1. Government participation in
' trade :

le. State trading in market-
. economy countries

4. Specific Iimitations on trade

4a. Quantitative restrictions

.4e. Licensing

"4f. Motion picture restrictions

-'tion.

Virtually 100% of Algerian imports
,are either directly imported by

a State Trading Corporation or

are imported by private individuals

""who-have been approved for such

.imports by a State Trading Corpora-

" Importation of some 99 items is

prohibited. ~Included are luxury
foods, soft drinks, carpets, certain
undergarments, umbrellas, bathroom
‘fixtures, ‘some jewelry, and other
items classified as luxuries.

Licensing is required to import all
goods not on the "liberalized" list
and not imported by a State Trading
Corporation

Restrictions are maintained on the
distribution of foreign films in
Algeria; there are also restrictions
on the remittance of earnings of
‘foreign films. -
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‘ARGENTINA
TYPE OF NONTARIFF BARRIER R . REMARKS
1. Goverpment participation in ‘
trade
lB. Export subsidies Most non-traditional products.
1d. Government procurement A Buy—Argentlna Law applies to

- goods for publlc account.,

2, Customs and administrative

entry procedures

- 2a. Valuation Minimum official prices exist for
a variety of goods on which the
import duty is levied.

L s .

2d. Consular and customs ’ Consular fee of 1.5% on f.o.b.
formalities and value is levied on all imports.
documentation As the value of the shipment

< increases, the amount charged is
. out of line with the service
performed.

Bill of lading fee must be paid-
by the exporter to the consulate
‘within whose jurisdlctlon the
commercial invoices to be
notarized are 1ssued.

3. Standards

3a. Standards : Pharmaceuticals and cosmetics are
' " subject to prior registration.

4. Specific limitations on trade

4a. Quantitative restrictions Automobile products; certain
. C o tractors, engines and hand tools;
. and non-essential items are
’ ’ ’ Co - embargoed.
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ARGENTINA (Cont.)

TYPE OF NONTARIFF BARRIER

__REMARKS

4b. Discriminatory bilateral
agreements

4e. Licensing

4f. Motion picture restrictions

Charges on imports

S5a. Prior deposits

5d. Fiscal adjustments at
the border or otherwise

5g. Statistical and adminis-
trative duties

5h. Special duties.on imports

LAFTA products are excluded from
.the embargo on non-essential
products.

License required for imports for
public account.

- Screen-quota, local work require-

‘ments, discriminatory taxes.

A prior deposit of 45% of the
c.i.f. value is required for
nearly all imports, except raw
"materials and capital goods, and
is held without interest for

180 days. This restriction is
applied intermittently, depending
on Argentina's balance-of-
payments situation.

Argentina uses a two rate exchange
system. Virtually all importers
purchase foreign exchange at some
.combination of the fixed over-
valued "commercial" and the
floating "financial" rate. The
combination changes over time.
Restrictions on foreign exchange
are applied intermittently,
depending on Argentina's balance-
of-payments situation. Usually

'A they only affect processed foods,

and not raw materials.

There are arbitrary exchange rates
for certain classes of imports.

‘A statistical tax of 1.5% is
levied on the c.i.f. value of
imports. (0.3% if the import
enters duty-free.) :

© All products, a 10% surcharge on
ocean freight charges.

‘Special steel fund tax of 3 to
36 centavos per net kilo on
products of iron and steel.

Special tax of 4 to 10% on c.i.f.
value of wood products; there is
a forestry fund tax on forest
products.



64

AUSTRALIA

TYPE OF NONTARIFF BARRIER ) REMARKS

1. Government participation in - .
trade E

1b. Export subsidies Include export incentive grant
- scheme, export market develop-
ment allowance, etc.

3. Standards

3a. Standards Health and sanitary standards

- serve as prohibitions on live
animals and meat products, butter
and eggs, some plant parts,
several fresh vegetables, walnuts,
most grains,. and many seeds.
Health and sanitary standards also
restrict trade on onions, citrus,
apples, and several other products.

Margarine must be pink colored.

Quarantine regulations on wooden

containers
4. Specific limitations on trade
4a. Quantitative restrictions There is a prohibition on sugar
imports.

Tobacco manufacturers, to qualify
for concessional duties, must
blend 50% domestic tobacco with
the imported leaf and maintain
domestic stocks sufficient to
fulfill the regulation for 18
months.

' Cotton users must ‘buy domestic lint
cotton before they can qualify for
concessional duties on cotton
imports.
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AUSTRALIA - (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

3a. Quantitative restrictions
(Cont.) .

4e. Licensing

4£. Motion picture restrictions

5. Charges on -imports

5¢. Variable levies

Sh. Special duties on imports

Embargo on certain medicated

. creams, soaps, shampoos, and

cosmetics,

'tQuotas on certain textile pro;
ducts, used motor vehicles,

and aluminum and aluminum alloy
scrap and waste.

Licenses required on certain
second-hand earthmoving equipment
and parts.

Screen-time quota requiring that
15% -of all films shown be British
and 2% be Australian.

Screen-time quota for television
programs.

Oon many chemicals-~if duty-paid
price is lower than the "support.

. value," an extra duty of 90% of

the differential is assessed.

A wide range of non-essential
goods~-Discriminatory sales taxes
whereby the tax base for imported
goods is their duty-paid value
inflated by 20%.

Fruit juices--A mixing regulation
whereby imported juices mixed with
5% or more Australian juices are
exempted from the tax.
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. AUSTRIA
TYPE OF NONTARIFF BARRIER . REMARKS
1. Government participatién in
trade
1d. Government procurement Austrian law requires, circum-
- : * stances permitting, that
! government ‘purchases must be of
Austrian products and services
‘must be performed by Austrian
" . firms. . . ..
le. state trading in market- Most grains and cereal products
economy countries are tightly regylated. Especially

bothersome is the practice of
specifying the country of origin
on the import tender: for durum
wheat, usually Canada; for other
types of grain, eastern European
. countries are specified to help
clear bilateral accounts. There
is a 5% premium on USSR barley.
Tobacco and forage are also state
traded.

There is a state monopoly on
industrially produced raw spirits,
salt, and products containing
salt. .

2. Customs and administrative
entry procedures

* 2b. Antidumping duties " Austria establishes "guiding" or
. : "minimum" prices for products
which cause market disruptions.

4., Specific limitations on trade -

.-4a. Quantitative restrictions The Grain Milling Board allocates
the foreign and domestic high
protein wheat to commercial milling
operations in varying percentages
according to the quality of the
wheat crop.
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.. AUSTRIA (Cont.)

TYPE OF NONTARIFFVBARRIER

* REMARKS

4a. Quantitative restrictions
(Cont.)

4e. Licensing

5. Charges on imports

5¢. Variable levies

There are quotas on antibiotics,
certain other medicaments, and
non-sparkling wines.

' The government practices discre-
tionary licensing, which functions
as a QR. The items included are:

' most live animals, selected meats
and meat products, .virtually all
dairy products, a few vegetables,
‘apples and grapes, grains, a few
animal fats and food preparations,
apple and grape _juice. :

Licenses are also required for
lignite (except bituminous coal)
and certain cinematographic film.

Normally, if the variable levy
applies, there is no statutory
tariff. This measure is used on
mest live animals, meat and
dairy products, a few starchy
vegetables, grains and grain
products, sugar and sugar pro-
ducts, a few oils, selected food
.preparations, and on certain
chemicals, starches and starch
preparations. U C



BELGIUM-LUXEMBOURGL/

TYPE OF NONTARIFF BARRIER

68

- : *__REMARKS

1. Government participation in
trade

1d. Government procurement

3. Standards

gi.'standards

4, specific limitations on trade " -

4a. Quantitative restrictions

-4e: Licensing

5., Charges on imborts

5d. Fiscal adjustments at the
border or otherwise

5f. Discriminatory taxes on
motor cars

7 Foreign bids may be rejected if,

for economic reasons, it is
essential that the contract .

- should go to domestic industry,
subject to price differentials
generally not exceeding 10%.

Special health and sanitary require-
ments govern imports of pork and
pork-containing products, beef
cuts, veal, and horsemeat.

Ban on imports of tomatoes (May 16-
December 31); of table grapes
(July 1-January 31).

Covers almost all agricultural
products but used principally for
statistical purposes. Authority
exists to withhold licenses on
potatoes and unroasted chicory.

Licenses required for coal and
certain coal derivatives, petroleum
products, some textiles, chemicals,
and a few other goods.

Certaln income tax practlces of
Belgium.

Road tax is based on fiscal
horsepower.’ ’

l/This listing includes national nontariff barriers only. Belgium-
Luxembourg also apply the, nontarxff barriers llsted under the

European Community.
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BRAZIL
TYPE OF NONTARIFF BARRIER ) - . REMARKS
1. Government participation in .

trade

1b. Export subsidies Manufactured goods.
1d. Government procurement . All goods purchased for public

account.

le. State trading in market- Wheat and wheat flour.

economy countries
State trading monopoly for
packaged lubricating oil, petro-
leum, and rubber.

2. Customs and administrative

entry procedures

2a. Valuation ) Entries for which declared value

: - is less than base price pay,
specific duty equal to difference
between declared value and the
bdse price. )

4. specific limitations on trade - < ’ -

4a. Quantitative restrictions Mixing regulations restrict use
: ~of wheat flour imports.

Embargo on automobiles and motor-
boats priced in the country of
origin at over $3500, including
accessories.

4e. Licensing Caustic soda--Licenses based on
proof of purchase of a like

amount of domestic soda.

Petroleum products, to assure
full use of domestic and LAFTA
production.

4f. Motion picture restrictions Screen-time quota, local work
- requirements, rental price controls,
and discriminatory taxes.
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 BRAZIL (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

5. Charges on imports

5d. Fiscal adjustments at the
border or otherwise

5h. special duties on imports

"

A number of Brazilian states
charge a 14% internal tax on
fresh apple and pear imports
from non-LAFTA countries.

Brazil charges a 2% Port Improve-
ment tax on all non-LAFTA
agricultural imports and a 15%
Merchant Marine Renewal Tax on
the net freight charges of all
such imports. The only exception
to these is state traded wheat.
Supplementary charges are

imposed on: nonfat dried milk,
fresh apples and pears, hops,
lard, and a number of other
items.

All or most industrial’ products
are subject to: Port Improvement
Tax (2% on c.i.f. value); Merchant
Marine Improvement Tax (20% of
freight charges); Industrialized
Products Tax (4-30% on c.i.f.
duty paid value and up to 75% for
luxury goods).
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.. CANADA

TYPE OF NONTARIFF BARRIER . REMARKS

1.

2.

Goyernment Participation in Trade _

la. Trade diverting aids o Canada uses an internal feed
freidﬁ% subsidy to assist feed-
- »grains from the prairie provinces
. to the eastern meat producing
regions. This measure reduces
the export of U.S. feedgrains
-from the midwest to the same area.

1b. Export gubsidies S Michelin x-radial steel-belted
. ’ . : tires. :
le. State trading in market- Wheat, oats, barley, and their
economy countries products are state traded. The

controls on these products amount
to a virtual prohibition through
! o non-issuance of licenses.

Alcoholic beverages--Ménopoly
operated+by Canadian provinces,
which are reluctant to offer
U.S. wine and liquor brands.

Customs and administrative

entry procedures

gg.'Valuation ’ : Used clothing--Arbitrary minimum
valuation. i
Standards
33; Standards ' ' Electrical equipment--Each pro-
- : : vince requires a certificate of
. approval issued by the Canadian
Standards Association or
Provincial Inspection Authorities.
3b. Packaging, labelihg and Canned foods--Imports are per-~
marking regulations mitted only if in cans of sizes
established.

" Fresh produce--Certain common
container sizes are banned (e.g.,

2/3 and 3/4 bushel containers).
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CANADA (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

4, Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

. s
4f. Motion picture restrictions

Charges on imports

‘5¢. Variable -levy

K biles--Embargo.

Prohibition on imports of margarine
and butter substitutes and feeds

" over 40% nonfat solids.

Used aircraft and used automo-

Licensing serves as a de facto
embargo on evaporated and con-
densed milk, dried buttermilk,
skimmed milk, whole milk-and
whey, butter cheddar and colby
cheese, and most low-priced
process type cheese, wheat, oats,
barley, and their products.

Licensing on motor gasoline and

animal casein and caseinates.
.. .

TV program guotas.

Canada has used a "Value-for-

-Duty surcharge" in the past on

corn, potatoes, strawberries, and
turkey meat. The surcharge
functions as a variable levy in
conjunction with a minimum price
set by the government. The MFN
duty is collected on the sum of
the CIF value plus the surcharge.

- Since 1968 the surcharge has

been used only once: in 1971 on

strawberries.



TYPE OF NONTARIFF BARRIER

CHILE

" REMARKS

1. Government participation in
trade

le. State trading in market-
. economy countries

>
.

Specific limitations on trade

4a. Quantitative restrictions

4b. Discriminatory bilateral
agreements

4e. Licensing

94-754 O - 78 - 6

. Virtually all agricultural com-

modities, except hides, skins,
and processed foods, are state
traded. Due to the severe

" balance-of-payments difficulties

of Chile, the restrictions are
very strict. Items of partlcular
interest include cotton, gralns,
apd tobacco.

Special quotas on a variety of
manufactured products are estab-
lished from time to time for
official government purchases,
import monopolies, or government-
favored activities.

Luxury goods, electronic products
and various consumer goods--
Embargo.

.All imports--Importers must

register imports with the Central
Bank which has the authority to
limit import registrations.

Several products, among them wheat
and wheat flour, are subject to
bilateral agreements with the
Communist bloc.

Items not state traded are subject
to very restrictive licensing.
Processed foods and hides and skins
.are regulated in this manner.
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CHILE (Cont.:)

TYPE OF NONTARIFF BARRIER . : . _REMARKS

5. Charges on imports

5a. Prior deposits . C Chile has a system of prior
- : deposits of 10,000% on several
s . - 'agrlcultural items which have
o : ‘served as effective prohibitions.
This has been less important since
.the state took over more of the
. import activities and is exempt
.- o ) from prior import charges.

A wide range of manufactured
products, including most capital
machinery, are subject to prior
deposits of 10,000% of c.i.f.
value. Government, LAFTA, and
Andean imports are not subject to
this requlrement.

5h. Special duties on imports All imports:

T ~- 2% port improvement tax;

= Merchant marine improvement
tax, 10% of freight charge.

- 3% registration tax.
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COLCMBIA
TYPE OF NONTARIFF BARRIER .. . - REMARKS
1. Government participation in
trade
b : : 4
lb. Export subsidies Exporters of non-traditional
. products receive a tax credit
. based on a percentage of the

value of the export.

1d. Government procurement "Buy Colombian" legislation,

- ’ December 1972, requires the
s Colombian Government to give prefer-
ential treatment to Colombian goods
over foreign goods. Producers in
the member countries of the Andean
Common Market will receive the
same treatment as Colombian pro-
ducers, provided reciprocal usage
is accorded.
- “.‘:tf
le. State trading o Items of interest to the U.S. that

are subject to state trading include
wheat, wheat flour, barley, tobacco,
cigarettes, and tallow.

2. Customs and administrative
entry procedures

2d. Consular and customs Consular invoices must be prepared
formalities and .o and legalized by the consulate.
documentation ~ in the country of export for all

shipments to_Colombia.
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_COLOMBIA (Cont.)

TYPE OF NONTARIFF BARRIER REMARKS

4. Specific limitations on trade ’ : B .

4d4. Quantitative restrictions A number of goods are prohibited
—— from being imported. These are
“ primarily: a) agricultural and
livestock items, b) luxury ltems,
and c¢) consumer goods.

4b. .Discriminatory bilateral As a member of LAFTA and the

agreements Andean Group some U,S. exporters
have lost ground to preferential
. trade: cattle, tallow, apples,

pears, and cotton.

Compensatlon trade agreements with
Spain, Hungary, Bulgaria, E.
Germany, Poland, Romania, and
Yugoslavia provide for barter-
type arrangements. Colombia
exports coffee and other products
and imports various products,

4 primarily industrial and trans-
portation equipment. Trade bal-
ances owed Colombia, which are not
brought down by imports, are
often s0ld, at discount, for
imports from third countries.

4e. Licensing Prior import license requirements
! have been gradually reduced to
53%, by value, of total Colombian
imports. All other imports must
be registered.

A prior exchange license must be
secured from the Bank of the
Republic for all imports. An
import registration or an import

-, license must accompany the request.

Tobacco imports are restricted.

5. Charges on imports

5a. Prior import deposits B Prior "import deposits are required
- on most imports. Prior import
. ’ “deposits were (Feb. 1973) recently
‘- - . - 'reduced to 10% on 80% of the items
: - . in the Colombian tariff schedule.
The remaining items carry deposits
of 1% to 100%, except for auto-
mobiles, which run to 350%.
Items of interest to the U.S.
include tobacco and cigarettes.

5g. Statistical and adminis- Various surcharges totaling
trative duties approximately 4% of c.i.f. value
are assessed on most imports.
(Includes the 1~1/2% shown under
1b above.)
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DENMARKL/
TYPE OF NONTARIFF BARRIER R ) REMARKS
1. Government participation in
trade
1d. Government procurement ' Discrimination favoring domestic
o . « procurement accomplished by
‘ administrative action.
1f. Other restrictive practices ~ The Danish agricultural subsidy

* program is fairly comprehensive:
government aid is used for market
promotion, quality production
schemes, subsidies to stabilize
the grain market, freezing and
storage of beef, stabilization
of the pork market, and quanti-
tative rebates on canned meats
and milk. Direct grants are made

_for milk subsidies, dairy rationali-
zation, rapeseed and protein crop
support, and aid to young farmers.
Many of these programs are being

-y revised with adoption of the EC CAP.

3. Standards

3a. Standards Imported food products containing

- - peanuts or peanut products are pro-
hibited if analysis shows a
detectable content of aflatoxlnw

Electrical equipment--State testing
organization, applying rigid
technical standards, requires
individual testing in the country
prior to certifying imports.

4. Specific limitations on_ trade

4a. Quantitative restrictions ’ Mixing regulations restrict grain
: . imports by requiring use of
’ . o domestically produced bread grains
: ’ for milling. Denmark, under the

CAP, is required to drop its
extensive quotas on meats and meat
products, fruits, fruit julces,
and vegetables.
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DENMARKY (Cont.)

TYPE OF NONTARIFF BARRIER

' _REMARKS

4e. Licensing

4f. Motion picture restrictions

. o p

" 5. Charges on imports

5f. Discriminatory taxes on
motor-cars

Denmark has an extensive system of

-licensing governing agricultural

products that compete with domestic
production, including meat and

"meat products, dairy products,

certain fruit and vegetables,
cereals, and most cereal flour,

- animal fats and oils, sugar syrups,

and others. Denmark will revise
certain of these requirements, in
those cases where national regula-
tions conflict with requirements
of the EC CAP.

Licenses are also required for

© certain alcoholic products, gold

and gold coin.

Discriminatory admission taxes.

Automobiles and motorcycles--A
steeply progressive excise tax is

‘levied on the c.i.f. and TVA value.

1/This listing includes only national nontariff barriers. As a member
of the European Community, Denmark is required to phase out certain
of these national nontariff barriers and adopt the.comprehensive
.requirements of the EC Common Agricultural~Policy (CaAP).
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EGYPT
TYPE OF NONTARIFF BARRiER l REMARKS
1. Government partlclpatlon in .
trade
le. State trading in market- : Most 1mports are made through,
, economy countries 13 state-owned commerc1a1 companies.
1f. Other restrictive practices The foreign trade sector is
’ o : . largely nationalized and imports
. - .o . are regulated through a complex
’ tariff, and exchange control
system. Items of interest to-
the U.S. include fats, tallow,
soybean and cotton seed oil.
3. Standards
3a. Standards - . Health and sanitary restriction on
. . imports of fresh and canned meats;
quality standards for imports of
-~ =r vegetables, animal oils and
greases (including fats and
tallow), pressed tomato, tomato
pulp, sauces and juzce, molasses
and salt.
4. Specific limitations to trade
4a. Quantitative restrictions All imports considered nonessential

are prohibited. All imports from
Israel, Rhodesia, and South Africa
are prohibited.

4c. Export restraints ' Exports of some basic agricultural
items are prohibited when they are
- in short supply; exports of cotton,
onions, rice, peanuts are all
subject to seasonal quota limitations

4f. Motion picture restrictions Dubbing of foreign pictures must
: -be done in Egypt.

There are exchange restrictions on
» remittance of funds earned by

films.
Charges on Imports .
5g. Statistical and Adminis- 1% statistical tax on all imports
trative duties . except wheat.
'§§. Speqial'duties on imports There is 5 10%'ad valorem.charge

for "Consolidation of Economic
Development” on most imports into
Egypt. .

- 3% pler handling charge; porterage
duty on all imports; 0.2% marine
..., duty for goods imported through
: Egyptian ports.
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EUROPEAN COMMUNITYY/

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade

1b. Export subsidies

lc. Countervailing duties

1f. Other restrictive practices

« EC commodities eligible for export
subsidies are: beef and veal,
poultry, pigmeat, dairy products,

- eggs, numerous fruits and
vegetables, the sugar content of

- processed fruit and vegetables,
grains, rice, oilseeds, olive oil,
sugar, wines, tobacco, and certain
processed agricultural products,.
such as macaroni, spaghetti,
miscellaneous food preparations
{(for infants, for dietetic use,
etc.) ’ .

"Offsetting compensatory taxes are
levied on imports selling below EC
.minimum prices. (See 44d)
Compensatory taxes are imposed on
marine and vegetable oils if EC
finds direct or indirect evidence
of an export subsidy; such taxes
have been applied to imports of
rapeseed o0il, castor oil, and
olive oil. -

Production subsidies are used for
the manufacture of starch, beer,
casein, a wide range of chemicals
and pharmaceuticals made from
sugar, and for the use of olive oil
in canning. Denaturing subsidies
encourage the feed use of domestic
.whéat and sugar. A subsidy is
provided for converting skim milk
powder to feed. Subsidies are
paid to EC crushers of domestic
rapeseed and sunflower seed and to
processors of certain oranges. EC
users of Community tobacco receive
premiums to offset the higher cost
rather than use cheaper imports.
Payments are made to producers of
flax, hemp, cottonseed, hops,
herbage seed, and silk.
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EUROPEAN COMMUNITYL/'(ContJ

TYPE OF NONTARIFF BARRIER . REMARKS

2. Customs and administrative . :
entry procedures

2¢. Customs classification The' EC has revised tariff classi-
) . : ’ fications,  which in Some instances
results in duty changes.

3. Standards

3a. Standards : Rigid quality requirements govern
wine imports.

Imported seeds must, with certain
exceptions, be of varieties
approved by the EC and be certi-
fied by the exporting country as
.meeting EC quality standards. A
quality certificate is required
on imported hops.

s In calculating variable levies
the EC adjusts the actual price
of grain imports by arbitrary
price differentials alleged to
reflect the "normal" difference
in prices between the.quality of
the imported grain and the
standard set for domestic grain.

4. Specific limitations on trade

44. Minimum price regulations A minimum import, or reference,

j . ' price based on EC market prices

is applied to fresh apples,
-chérries, grapes, lemons, manda-
rines, clementines, tangerines,
satsumas, oranges, peaches, pears,
plums, seed corn, tomatoes, and
wine. Offsetting compensatory
taxes are levied on imports selling
below the reference price.
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EUROPEAN COMMUNITYL/ (Cont.)

TYPE OF NONTARIFF BARRIER ) - REMARKS

4e. Licensing Licenses are required for all
- : ' : “imports of grains, rice, olive oil,
sugar, dairy products, frozen
. . .. beef and veal, and wine. Licenses
. ) ) . ’ . for rice imports from the Far
’ : . East are valid for longer periods
than imports from U.S., thus
.. discriminating against U.S. .
suppliers. Restrictive licensing
D ) .- may be employed as an emergency
measure (e.g., this has been used
on imports of fresh apples-and
™~ tomato concentrates).

5. Charges on imports

5a. Prior deposits : With respect to imports requiring
- licenses, the importers must
deposit a surety.

5¢. Variable levies 2/ variable import levies on agri-

) cultural products, except in the
beef sector, replaced both tariff
and certain nontariff import
protection. Calculation of the
levy differs from product to
product, but it generally repre-
sents the difference between the
world market price and- the EC
support price, plus a small’
additional amount to ensure that
Community production receives
.preference. )

vVariable levies are applied to. -
imports of grains, rice, wheat
flour, beef and veal,.pork, lard,
dairy products, poultry and eggs,
olive oil, sugar, and a wide
- range of processed food and
industrial products made from
. grains, rice, milk, and sugar
: ’ (including the estimated added
sugar content of canned fruit and
fruit juices). :

5d. Fiscal adjustments at the The EC plan to harmonize excise
border or otherwise - taxes on manufactured tobacco
products favors use of less
rexpensive (non-U.S.)_ tobaccos.
[ ) ) L ‘Implementation has begun.

Yy Ec—w%de nontariff barriers; national restrictions of member states
are included in the inventory of each country. .

2/ The EC member states apply a system of monetary compensatory
amounts on many agricultural imports and exports that are variable
levy commodities. The monetary compensatory amounts make adjust-
ments for currency changes and prevent non-EC suppliers, such as
the U.S., from full benefits of exchange rate changes.
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. FINLAND

TYPE OF NONTARIFF BARRIER

* REMARKS

1. Government participation in
trade

le.

State trading in market-

- economy countries

Standards

3a.

Standards

Specific limitation on trade

4

4b.

de.

Quantitative restrictions - -

Discriminatory bilateral
agreements

Licensing

State trading in most grains and
tobacco, alcoholic beverages,
crude petroleum, and fertilizers
(de facto state trading).

Electrical equipment--State test-
ing organization, applying rigid
technical standards, requires
individual testing in the country
prior to certifying imports.

Finland's global quotas cover
groups of products. An importer
assigned a share of a quota may
use the given value on any set of
items in the group. The groups:
cover sugar and some milk products,

‘food preparations, fruits, starches,

vegetable oils. Mineral tar, coal,
coal tar, distillates, certain
gasoline, bitumen, silver and gold,
and platinum are also asslgned
global quotas.

Finland maintains bilateral trade
and payments agreements with the

USSR and most Communist countries.
Oilseeds are covered by this type

of agreement.

Some items not covered by global
quotas are subject to discretionary
licensing, such'as fruits, cereal

‘products, and some oils. Many

other items are subject to licensing:

) dairy products, vegetables.
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- FINLAND (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

de.

Licensing (cont.)

5! Charges on imports

5a.

Prior deposits

Credit restrictions for
importers

Variable levies

Fiscal adjustments at the
border or otherwise

-

paraffin wax, etc. All quota
items are also licensed.

* Clothing, household and office
machinery, radio and TV sets,
and a few other items--100% prior
deposit required.

Passenger cars—-1limitation of
length of time credit may be
extended.

VLs, sometimes referred to as
sliding import charges, apply to
dairy products and many other
agriculture items.

Import equalization tax of 1.5 to
6% on 60% of Finnish imports.
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- FRANCEY/

TYPE OF NONTARIFF BARRIER

REMARKS

1.

Government participation in
trade

la. Trade diverting aids

.

1d. Government procurement

le. State trading in market-
economy countries

Customs and administrati&e

entry procedures

‘" 2d. Consular and customs

formalities and
documentation

Standards

" ‘3a. Standards

» Poultry vaccine—-Subsidy is for
use of EC- orlgln vaccine for
poultry.

. Administrative practices not
codified, but first preference in
government purchases given to
French goods and second prefer-
ence to EC suppliers.

"Buy French" policy for tele-
communications equipment.

* Pharmaceutical products--Monopoly
control and price fixing.

Tobacco and tobacco goods,
explosives, matches, alcohol,
alcoholic beverages, fishing gear,
coal, petroleum and petroleum
products, potash and products
containing potash, mixed alky-
lenes--state trading..

Many goods--A “v1sa administratif"
is requlred

" Stringent health and sanitary
regulations govern many products.
Live poultry and processed poultry
imports, for example, are not
admitted from any country that
does not by law forbid the feeding
of estrogens, arsenicals, and
antimonidls to poultry. Poultry
liver is exempted



FRANCEY (cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

3a. Standards (Cont.)

4, Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

Shoes~--The binding sole of all
shoes must be made of a single
piece of natural leather.

Electrical equipment. France
is a member of a European
Harmonization Scheme to facili-
tate mutual acceptability of
quality certification of
electronic components in all
EC and EFTA countries.

QRs on a.wide variety of agri-
cultural commodities, prin=:
cipally fruits and vegetables
(those of trade interest to
the U.S. include canned pine-
apple, vinegar, certain
alcoholic beverages, tobacco
and tobacco products).

Following negotiations under-
taken as the result of an

‘Article XXIII:2 complaint filed

with the GATT by the U.S., the
Government of France has agreed
to liberalize the quotas on
dried and dehydrated vegetables
and canned fruit (except canned
pineapple) by January 1, 1975,
and on dried prunes by January 1,
1978. 1In the meantime, quotas
for these products will be
increased by 35 percent each
year.

Discretionary licensing on a
wide variety of goods, including
petroleum products, textile

goods, electronic components,

and many products covered by
quantitative restrictions.
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FRaNcEY  (cont.)

TYPE OF NONTARIFF BARRIER A REMARKS
4f. Motion picture restric- ~ Screen and TV program quotas,
tions lécal work requirements, rental

price control.
-

5. Charqges on imports

5d. Fiscal adjustments at - ‘Certain income tax practices.
the border or otherwise

5e. Restrictions on foreign Excise taxes fall more heavily
wines and spirits on whiskey and grain based
- spirits than on fruit base
spirits. :

Advertising restrictions on grain
‘based spirits.

. 5f. Discriminatory taxes on Annual use tax depends on fiscal
motor-cars horsepower and. age of car.

° 7  standard U.S. models fall in
highest tax bracket, liable to
payment in first year of $200
compared to $30 for most European
models.

’ 1/ This listing includes only national nontariff barriers. France also
applies the nontariff barriers 1i§ted under the European Community.
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. GERMANYY/

REMARKS

1. Government participation in

trade

le. State trading in market-

economy countries

3. Standards

3a.

Standards

* Import monopoly--ethyl alecohol
* and brandy.

All food and agricultural products
entering Germany are subject to

a rigid Food Law, which is more
restrictive than EC requirements.
Foods to which antioxidants, such
as BHA and BHT, have been added

are prohibited, as are figs and
certain other dried fruits

treated with sorbic acid and apples
and pears treated with diphenylamin.
Flour and products made of flour
containing bleaching agents and/or
baking quality improvers, such as
bromates, that are not specifi-
cally permitted by the Food Law
are also prohibited. Inspection
requirements hamper U.S: imports

of pork and variety meats by
increasing importer costs.

Packaged foods and beverages--By
1974, mandatory container standards
will apply to specified imports

of packaged foods and beverages.
Those not subject to mandatory
container standards will be subject
to a unit price labeling requirement.

Electronic equipment--West Germany
is a member of a European Harmoni-
zation Scheme to facilitate mutual
acceptability of quality certifica-
tion of electronic components in
all EC and EFTA countries.
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. GERMANYY/ (cont.)

TYPE OF NONTARIFF BARRIER

L . ' REMARKS

3b. Packaging, labeling, and
marking regulations

4. Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

All food products treated with
coloring matter, preservatives,
etc., must be labeled "color
,added" or "with preservatives"
(except colored cheese rinds,
sausage casings, wrappings and
packings, including stamps--
the color content of which may
be absorbed by the foods--~are
exempt from this requirement).

Global quotas--coal, briquettes,
certain textiles and textile
products, and articles of ceramic.

Distilled spirits which compete
with the neutral spirits produced
by the German Spirits Monopoly
Administration are not permitted
to be imported.

Certain agricultural commodities--
.such as potato preparations--from
non-EC sources. Licenses are not
granted freely; in some instances,
licensing requirements have the
effect of restricting imports.

Discretionary licensing on certain
alcoholic beverages, vinegar and
worsted yarn, in addition to quota
items. . .

1/This listing includes national nontariff barriers only. Germany
also applies the nontariff barriers listed under the European

Community.

94-754 0 - 73 - 7



90

- GREECE
TYPE OF NONTARIFF BARRIER R REMARKS
1. Government participatidn in
trade .
1d. Government procurement . Purchases in excess of $50,000
. ' may be limited to Greek suppliers;
‘ - foreign bids are not accepted if
purchases can be made from
countries with which Greece has
"bilateral clearing arrangements;
- foreign films may be required to
' bid in association with a Greek
firm. . .
le. State trading in market- Cigarette paper, tobacco, kerosene,
economy countries alcohol, matches, salt, playing

cards, saccharine, petroleum
products, wheat flour, and all
grains except rice are state

traded.
3. Standards
3a. Standards : C . Maximum permissible léngth for
. ) taxis is 5.0 meters; maximum

permissible horsepower is 20
(Greek horsepower).

4, Specific limitations on trade

- 4a. Quantitative restrictions Certain insecticide preparations--
Embargo.

TV receivers--Quota.

[

4e. Licensing S . Licensing. is wholly at the dis-

. : cretion of the Ministry of Commerce.
The items subject to licensing
include some dairy products,
selected fresh vegetables, and
tomato puree, and products such as
cosmetics, textiles, motor vehicles,’
agricultural, mining, food process-
ing, and electrical machinery.

.
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* GREECE (Cont.) -

_.TYPE OF NONTARIFF BARRIER . REMARKS

4f., Motion picture restrictions Screen-time quota, rental price |,
: : . ‘‘controls.

8..Charges on imports

5a. Prior ‘deposits . Prior deposits are a major barrier

: to imports. .They range from 28%
to 140%. Items subject to this
measure include most fruits and
vegetables, fresh and canned;
tobacco; cotton; and all manufactured
imports. Advance cash deposits
or limits on terms of credit are
used. Requirement is most
stringent for luxury goods.

5¢. Variable levies A There is a VL on butter, cotton-
- seed and poultry meat and offals.

.

5g. Discriminatory taxes on Discriminatory license and
motor-cars registration taxes.
‘5h, Special duties on imports A supplementary charge is.levied

on cotton imports to encourage
domestic production.
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.HONG KONG

TYPE OF NONTARIFF BARRIER

REMARKS

4. Specific limitations on trade

4e. Licensing

4f. Motion picture restrictions -

Licensing requirements are main-

- insecticides, vaccines,

tained for a limited list of
commodities for a variety of
reasons. Included are, inter
alia, rice, frozen meats, coffee,
and radio

“transmitting equipment.

Quotas have been established
limiting the number of foreign
films to a certain percentage of
the total amount shown.
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INDIA

" _REMARKS

Government participation in
trade

1b. Export subsidies

1d. Government procurement

le. State trading in market-

economy countries

1f. Other restrictive practices

Customs and administrative

entry procedures

2d. Consular and customs
formalities and
documentation

4Séecific limitations on trade

4a. Quantitative restrictions

4b. Discriminatory bilateral
agreements

>

Various products.

Preferenées up to 40% are accorded
indigenous products.

- Cotton, grains, artificial silk
*.yarn and thread, cement, ferti-

lizers, petroleum products,

.certain pharmaceuticals and

chemicals, tractors, tires, and
occasionally, other capital goods
and industrial raw materials.

Restrictions on the appointment of

" import agents and advisors.

ai1 commerciallimports--licensing
fees.

a1l commercial imports subjeét-to
quotas, exchange controls or
embargo.

. Licensing procedures for éapital

goods and some other commodities
result in refusal of authorities
to: license imports from Western

sources if similar products are

available from Eastern Europe.

India has "Rupee agreements" with
East Europe, USSR, Egype, and the
Sudan on several agricultural

, commodities, which are barter

arrangements. Cotton is traded
under such an arrangement.
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INDIA (Cont.)

TYPE OF NONTARIFF BARRIER

" _REMARKS

4e. Licensing

4f. Motion picture restrictions

5. Chaiges on_Imports

5d. Fiscal adjustments at the
border or otherwise

5h. Special duties on imports

All imports.

, 25%. of net film earnings may be

remitted. Balance is held in
blocked accounts and may be

_withdrawn only for specific uses.

Currency restriction -- Due to a
shortage of American dollars,

there are some restrictions on
imports of certain prepared fruits.

+2.5-10% regulatory duty on most

tariff items.

_ Indian-produced items manufactured

under certain conditions or for a
certain use are granted prefer-
eritial excise tax rates.
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"INDONESIA

TYPE OF NONTARIFF BARRIER

REMARKS

[

"

4f. Motion picture restrictions

Government part1c1pat10n in
trade

lg. State trading in market-
’ economy countries

Standards

3a. standards

Specific limitations on trade

4a. Quantitative restrictions

PRy

Charges on imports ‘

'5a. Prior deposits

5h. Special duties on imports

5h. Special duties on lmports
(Cont.) '

"

,Cloves, rice, wheat, flour, and
.refined sugar.

Health and sanitary restriction
on fresh fruit.

Embargo--Certain motor vehicles,
radio and TV sets, iron sheeting,
certain textiles, certain tires, -
glass bottles, certain electric
batteries, light bulbs and
fluorescent lamps, mosquito
sticks.

Local dubbing requirement.
National import monopoly.

100% deposit required when open-~
ing a letter of credit, except in
the case of imports under foreign
aid program loans where importers
are permitted to delay 100% rupiah
payment for 3 months subject to
approval.of foreign exchange bank.

Most imports except essential
commodities--Surcharge on 1mport
duty of 20-600%.

All products 0.5% service charge
on draft amount of letters of
credit.

. A few products to whlch duty or
surcharges do not apply--excess
proflt levy of RP 10 or RP 220

per c.i.f. US § value of import,

Most GATT-bound 1tems--Spec1al
_retribution tax equal to the
‘difference between- *GATT-bound
and non-MFN tariff rate.
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IRAN

TYPE CF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade .

le. State trading in market-
economy countries

1f. Other restrictive trade
Ppractices

Specific limitations on trade

4a. Quantitative restrictions

4b. Discriminatory bilateral
agreements

4e. Licensing

Charges on imports

5a. Prior deposits

5h. Special duties on imports

Sugar, tobacco and cigarette paper
may be imported only subject to

' monopoly controls.

All imports are subject to control
by the Government. Tobacco
products are state traded.

Local component requirement re-
quires factories to commit them-
selves to a graduated scale of

-local production of components.

‘All categories of used goods are
forbidden for import except
water transport vehicles and used
industrial molds.

Import of certain commodities

are restricted to countries having
bilateral trade agreements with
Iran.

Many "authorized" imports require
the prior approval of government
agencies, which is tantamount to
import licensing.

Virtualiy all imports, except
machinery and raw materials, re-

- quire advance deposits of 15%,

40%, or 100% of the invoice value
when opening letters of credit.

Monopoly taxes on sudar, confec-
tionery, tobacco; all imports are
subject to a commercial benefits
tax, 6% municipal tax; 1% or 1~1/2%
special municipal tax; 1-1/2%
Iranian Red Cross tax, port health
tax, port tax, and other supple-

. mentary charges for surface and

alr cargo. :
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IRAQ

REMARKS

1. Government participation in
trade

le. State trading in market-
" economy countries :

. 1f. Other restrictive practices

4. Specifié limitations on trade

4a. Quantitative restrictions

e

»

Imports of some 300 items are
restricted to government companies.
These include tea, sugar, milk,
rice, agricultural imports that

* compete with domestic items, cloth

for textile production, paper and

" products, calculators, typewriters,

‘medical, surgical, and dental
instruments, scientific and labora-
tory instruments, agricultural
pumps, some chemicals, drugs,
internal combustion engines, earth
moving machinery, agricultural
machinery, including tractors,

fork lifts, automotive vehicles

. and spare parts.

‘Partial boycott of U.S. goods.
Following June 1967 war, Iraq broke
diplomatic relations with U.S. and
declared boycott of U.S. goods,

In practice, boycott never total
nor meant to be. Initially,
boycott applied to exclude all but
U.S. machinery spare parts, later
relaxed further to permit U.S.
.goods "indispensible to Iraqui .
economy, " a wide and very vague
loophole. Nevertheless, the partial
boycott has held U.S. exports to
less than half of the pre-war level.

Quotas are imposed on all imports
by the private sector. Quotas are
based on previous years' imports.
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IRAQ (Cont.)
TYPE OF NONTARIFF BARRIER . REMARKS
4a. Quantitative restrictions Approximately 120 items‘are pro-,
T~ {(Cont.) ~-hibited imports and another 100

have been temporarily suspended
from importation into Iraq. These
measures are primarily protective
and the list grows as productive
capacity expands.

4e. Licensing . 'Required for all commercial imports.
ggQ Motion picture restrictions Iraqg maintains -quotas on the
number of foreign films allowed
to enter..

Price controls on the rental of
films are maintained.

There are restrictions on the
distribution of films within Iraq.

5. Charges on imports

5g. Statistical ‘and adminis- There is an import license tax
trative duties of 1% of the license.value for
' ‘consumer goods, .5% for capital
goods. Supplementary licenses to
private importers are taxed 15%.

§§. Special duties on imports There is a customs surtax of 15%
’ " of_ the customs duty.
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- IRELANDY/
TYPE OF NONTARIFF BARRIER Do REMARKS
1. Government-partiéipation in
trade
le. State trading in market- , Tea, instant tea, and essences

, . economy countries . and extracts of tea.

4, Specific limitations on trade

4a. Quantitative ;estrictioné ‘Ban on certain fresh fruit and
vegetables during certain months.

QRs on superphosphates, certain
hosiery, laminated springs for
vehicles, spark plugs and metal
components, certain electric
bulbs, certain brushes, brooms,
and mops.

. 4e. Licensing . ‘Discretionary licensing on agri-
* ’ i cultural products, including

breadgrains, feedgrains, meat,
poultry, dairy products, certain
preserved fruit, fruit pulps,
fruit juices, tobacco, tobacco
_products, and egg albumen. Some
of these requirements are being
phased out and replaced hy the
EC CAP.

- 1/Thls listing includes only national nontariff barriers. As a member
of ‘the European Community, Ireland is required to phase ocut certain
of these national nontariff barriers and adopt the comprehensive
requirements of the EC Common Agrlqultural\Pollcy (CAP) .-
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- ISRAEL

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in trade

1b. Export subsidies

le. State trading in market-
economy countries

Specific limitation on trade

4a. Quantitative restrictions

4b. Disériminatory bilateral
agreements

Charges on imports

~ 5a. Prior deposits

5f. Discriminatory taxes on
motor carsg

5h. Special Quties on imports

Cotton, citrus.

Wheat, variety meats, rice, corn,

wheat, flour, and animal hides.

Quota restrictions imposed on
approximately 10% of industrial
imports to protect infant indus-
tries and industries in developing
areas~-also as a control of non-
essential imports.

" Tractors--Mixing requirement;

25-30% of imported wheeled
‘tractors required to be Israeli-
produced.

Beef offals.

EEC-Israel preferential arrange-
ment., U.S. interest--citrus.

Most imports--A prior deposit of

30% of the value of the good must
be held by the Bank of Israel for
6 months. .

Discriminatory purchase and annual
property taxes.

20% defense surcharge on most
imports.

Import surcharges of varying rates

. on a wide variety of products

such as_paper goods, textiles,
etc.

Import deposit scheme affecting
all agricultural imports.
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ITALYY/

TYPE OF NONTARIFF BARRIER . - -___REMARKS

1. Government participation in
trade

1b. Export subsidies Law 639, subsidizing: electric

transmission towers, steel-

. welded wire mesh, ski lifts and
parts, certain steel products,
compressors and parts, refri-
gerators and freezers, and many
other products.

1d. Government procurement 30% of Government purchasing
reserved for Southern Italy and
Italian islands for development
purposes. Govermment departments
do not, in principle, have any
relations with foreign firms or
- suppliers and buy only with firms
4 legally established in Italy.

le. State trading in market- ' State monopolies on tobacco pro-
economy countries ducts, salt, matches, and flint.

3. Standards.

3a. Standards : Quarantine regulation§ restrict
certain fruit imports.

4. Specific limitations on trade

4a. Quantitative restrictions Quotas on essential orange oils,
- : . P . tetraethyl lead and certain anti-
: knock preparations, essential
oils, other than terpeneless, of
‘citrus.
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1TALYL/ (Cont.)

TYPE OF NONTARIFF BARRIER ] . REMARKS

4e:; Licensing Discretionary licensing applies
N : . - to many fruit and fruit products,
including dates in packages of
. more than 500 grams, dried grapes,
. . .dried figs, 'and date, dried fig
c . . and grape pastes, whether or not
mixed. Importation of these
products is normally conditional
‘on their being inteénded for a
L T R specified purpose, other than
ethyl alcohol. - Licensing also
applies to vinegars, other than
from wine; cork; silk, raw and
processed; and umbrella parts.

4f. Motion pictuyre restrictions Screen-time gquotas, local work
requirements, discriminatory
admission taxes,

- 5, Charges on ‘imports

. 5d. Fiscal adjustments at A burdensome and discriminatory
the border or otherwise excise tax on imported cigarettes
' places imports at a disadvantage;
a special system of internal taxes
places a heavier burden on imported
ethyl alcohol than on.domestically-
produced ethyl alcohol.

' 'S5e. Restrictions on foreign State seal tax applies discrimina-
wines and spirits ’ torily to spirits distilled from
. grain or sugar-cane as opposed to
liquors distilled from fruits or

grapes.
5f. Discriminatory taxes on Road tax weighs heavily on
motor-cars . vehicles with large cylinder

displacement.
L4 - " .

1/This listing includes national nontariff barriers only. The Nether-
lands also applies the nontariff barriers listed under the European
Community. ' . : .
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. JAMAICA

TYPE .OF NONTARIFF BARRIER

REMARKS

4. Specific limitations on trade

4a. Quantitative restrictions

4b. Discriminatory bilateral
agreements

de. Licensing

Embargo on standard-sized U.S.
cars f(autos with a wheelbase of
116" or more}.

. Under a rice marketing arrangement

Jamaica is obligated to import

- 50% of its rice needs from Guyana.

This agreement is implemented
through a discriminatory llcen51ng
quota system.

As a member of CARIFTA, under the
Agricultural Marketing Protocol
and Fats and 0Oils Protocol,
imports of certain vegetables,
pork and pork products, poultry

‘' products, fresh oranges and

pineapple and fats and oils from
non-CARIFTA countries are pro-
hibited until regional supplies

' are depleted.

Due to balance-of-payments diffi=

- culties Jamaica has extensive

licensing arrangements. This
functions as an embargo on the
following items: many fruits and
vegetables, prepared foods, peanut
butter, margarine, somé tobacco
products, chicken and pork.

On the following agricultural
products, licensing is used to
limit imports to covering the

~shortfall in domestic production:

canned vegetables and fruits, fruit
juices, fats and oils, some oil-
seeds, some milk products, and

live poultry

Licenises are required for many
industrial products.
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JAPAN
TYPE OF NONTARIFF BARRIER A REMARKS
1. Government participation in - A

trade

1d. Government procurement , Procurement of certain goods may

: : " be made without open bidding:
Electronic computers and peripheral

. equipment must be procured from

domestic sources, when available,

le. State trading in market- Tobacco products, alcohol of a

economy countries : " strength of 90° or higher.

The -Japan Monopoly Corpofétion
imports all tobacco. Wheat, barley
and rice are also state traded.

2, Customs and administrative

entry procedures
X .y
2a. Valuation Value uplift for customs purposes.
: All imported goods; particularly
parent/subsidiary transactions. .
. Uplift valuations are sometimes’
.arbitrary and excessive.
3. Standards e
3a. Standards . Japan is very restrictive about

the use of certain preservatives
on some imported prepared foods.
Items of importance are poultry,
peanuts and seeds. .

“.Ban of foods containing unapproved
additives.

Automobiles-~Complex inspection
procedures for new models result
_in suspension  of sale of imports
during peak buying season.
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JAPAN (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

4. Specific limitations on trade

4a. Quantitative restriction

4e. Licensing

) ﬁg. Motion picture restrictions.

Charges. on imports

‘5¢c. Variable levy

Restrictions on foreign
wines and spirits

Discriminatory taxes on
motor cars

94-754 O - 73 - 8

Agricultural quotas -- fresh

-

oranges, citrus juice, canned
pineapple, and some pulses,
tomato juice, beef, roasted
peanuts, and certain fish.

Industrial quotas-~coal, certain
vaccines and serum (embargo),
certain leather and leather
products, aircraft engines and
engine parts, certain computers
and parts. .

Aircraft parts, gold slag and
paint, powder and explosives,
certain electrical measuring
instruments.

Screen-time quotas.

- Japan has VL's on live swine,

ham and bacon, and pork (tempor-
arily suspended) .

Progressive internal tax on
whiskies and brandies represents

de facto discrimination against
high-priced imports.

Taxes levied according to cylinder
capacity and wheel base, thereby

" subjecting most U.S. cars to.

higher rates.
nation was, however,
reduced in April 1973.

Margin of discrimi-
significantly



106

KENYA

TYPE OF NONTARIFF BARRIER

" REMARKS

1. Government part1c1gatlon in
trade

1d. Government procurement

le. Staté trading in market-
 economy countries

4. Specific limitations on trade

4a. Quantitative restrictions

-4e. Licensing

o

, All overseas procurement for Kenya

'Government is handled through

Crown Agents in London, giving

. British suppllers a strong advan-
,',tage.

Many products, including coffee,
pyrethrum flowers, cotton lint
and seed, nuts, maize, many

. vegetables, rice, certain seeds,

live animals, salt, alcoholic

beverages, sugar, meats, soap,

dye-in-the piece fabrics, second-
hand clothing, detergents, and

- developed 35 mm c1nematogxaph1c
.fllms.

Cértain clothing items.

~Many products require. specific

import licenses.
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KOREA

TYPE OF NONTARIFF BARRIER

REMARKS

1.

‘4e. Licensing

Government participation in
trade

1f. Other restrictive practices

Spetific limitations on trade

4a.

Quantitative restrictions

.y

4f. Motion picture restrictions

Charges on imports

5a. Prior deposits

5d4. Fiscal adjustménts at the
~ border or otherwise

5h. Special duties.on imports

Over 570 trade classification
categories~-imports are subject
to. guidelines of appropriate
Korean Ministry.

Embargos--73 trade classification
categories, mainly oilseeds, soy-
bean meal, live animals, textiles,
apparel, and certain paper wares.
Imports prohibited except where
items used as raw material for
export production.

Quotas--About 44 trade classifica-
tion categories, including plastics,
iron and steel structures, glass,
manufactures of metal, certain
paper ware, certain auto parts,

and leather.

‘all impdrts, but automatic approval

for about half.

Screen Quotas and quotés on
cinematographic film.

Most imports--The commercial
importer must surrender, at the
time the import license is issued,
foreign exchange certificates
covering up to 200% of import value.

Many items are restricted due to
government priority on the allo-
cation of foreign exchange reserves.

Special Customs Duty on most
‘imports--Levied at 70% of the
"excess" profit on items normally

" dutiable at 40% or less, and 90%

on those over 40% dutye

Extraordinarf 1% charge on most

imports--Levied by the Korean
Traders Association on all author-
ized traders importing goods with
Korean Government-owned foreign
exchange and Japanese Property
and Claims Settlement funds.
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. KUWAIT
TYPE OF NONTARIFF BARRIER - REMARKS

1. Government partlclpatlon in

trade

le. State trading in market-~ Wheat
, " economy countries ’

1f. Oﬁhef-restrictive practices Asbestos pipe--Monopoly on imports

: . : : granted to local producers.

2, Customs and administrative -

entry procedures -

2d. Consular and customs for- All imports--Certificates of

malities and documentation origin which must disclose the
: name of the manufacturer.

4,

Sgecific limitations on trade

4a. Quantiéative restrictions

4c. Export restraints

4e. Licensing

Embargo--Alcoholic beverages,
used trucks and buses, spiral
weld steel pipe, medicines con-
taining cobalt salts, and a few
other items.

sheep, poultry, fats are prohibited.

Insecticides.

Imports from Rhodesia, Portugal,

‘South Africa and Israel are pro-

hibited.
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LEBANON

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade

le. State trading in market-
economy countries

Specific limitations on trade

- 4a. Quantitative restrictions

“4b. Discriminatory bilateral
agreements

4c. Export restraints

4e Licensing

Charges on imports

5g. Statistical and adminis-
_trative duties

5h. Special duties on imports

r
7

Government operates a tobacco

’ monopoly. To export cigarettes
to Lebanon, the exporter must buy
an equivalent amount of Lebanese
tobacco.

All imports from Israel or partly
produced in Israel are prohibited.
All goods and services from com-
panies maintaining business
relations with Israeli firms are
boycotted.

Artificial sweeteners and saccharine
to be used in processing foods

and beverages in Lebanon are pro-
hibited.

The use of diesel vehicles in
Lebanon is prohibited by law.

Lebanon bilateral trade agreements
with Czechoslovakia, Romania,
USSR, Poland, East Germaay and
Guinea. . . .

Export licensing--animals, meats,
food grains, and flour.

Import licenses are required for
- the importation of goods competi~
" tive with a number of domestically
produced commodities (including:
foodgrains; flour; fats; orange,
lemon, and apple juice; canned
apples; milk; sugar; etc.) and for
- all machinery for the establish-
ment or expansion of industrial
. plants. g .

a municipality tax of 3.5% is
, levied on all imports entering
Lebanon.

.- All imports are subject to:
. landing charges, wharf dues,
handling dues, and storage fees.
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LIBYAN ARAB REPUBLIC

TYPE OF NONTARIFF BARRIER

REMARKS

Government participation in
trade

le. State trading in market-

economy countries

Gold, sugar, salt, tobacco,
cigars, cigarettes and cigarette
paper, someé foodstuffs and
petroleum products are government

- monopoly.-

1f. Other restrictive practiées

.Customs and administrative

entry procedures .

24. Consular and customs
formalities ‘and
documentation

-étandards

“3a. Standards

4. Specific limitations on trade

‘4e. Licensing

Charges on imports

Sh. Special duties on imports

© seeds,

'U.S. firms with Israeli interests
.or connections are blacklisted

and their goods may not be imported
into Libya nor thelr serv1ces
utlllzed.

All U.S. exports to Libya must be
"legalized" by a Libyan or other
Arab country. consulate.

‘all shipmeﬁts of slaughtered

animal meat must be certified by
the Libyan Embassy or other Arab-
country consulate as having been
slaughtered in accordance with
Islamic law.

T

. A wide variety of imported goods

consisting of, inter alia, most

‘foodstuffs, shoes, hides, some

building materials, tools, soap, . .
live animals and clothes.

A municipality surtax and a

Libyan Charity Society surtax,

each of which are 5% of the

amount of duties paid, are assessed

on all dutiable 1mports.
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MALAYSIA

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade

1d. Government procurement

4. Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

4f. Motion picture restrictions
5. Charges on imports
5f. Discriminatory takes on

- motor cars

§E,:Spegi51 duties on imports

, Government departments are directed
to' procure locally manufactured
goods at a differential up to 5%

) above foreign-produced goods.

‘A few products (including embargo
of live poultry). Application of
-quotas varies. ’ .

Most imports are permitted freely
under open general license. At
any given time, however, as many
as 100 commodities may: be subject
to specific licensing.

Screen-time quotas.

No registration fee for trucks,
and buses of Commonwealth originj
15% for others.. '

Import surcharge of 2%, except on
crude petroleum and on trade
.agreement concession items.

'



MEXICO

TYPE OF NONTARIFF BARRIER
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' _REMARKS

1. Government participation in’
trade o

le. State trading in market-
" economy countries

2. Customs and administrative

entry procedures

2a. Valuation

4. Specific limitations on trade

‘4e. Licensing

4f. Motion picture restrictions

5. Charges on importé

5h. Special duties on imports

MexicanAState Trading Corporation

’ CONASUPO permits imports of
‘grains, fats and oils, oilseeds,

and dairy products when domestic

. supplies are not adequate.
"CONASUPO also sets.domestic market

prices.

On certain agricultural imports
Mexico uses unrealistic official
prices rather than actual invoice
prices for calculation of customs
value, Items of interest to the
U.S. include horses, fruits and
vegetables, mixed feeds, and
animal fats.

Approximately two-thirds of the
items in the Mexican tariff .
schedule require an import license
and 64% of all imports in 1971
entered under license. The
licensing procedure is cumbersome
and is used to exclude imports of
many agricultural products which
are produced in Mexico. Items of

. U.S. interest are tobacco, lemon

0il, canned and fresh deciduous
fruits, livestock, and livestock
products, quality meats, and

. tallow.

There are quotas limiting the
number of foreign films which can
be shown; production of movies by
Mexican companies is subsidized;
all dubbing and printing (copying)
of films must be done locally;

. there is a price control on the

rental of films.,

Mexico levies a supplemental duty
of 10% of c.i.f, value on a wide
variety of goods, including
luxury items, consumer goods, and

footstuffs.
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. MOROCCO -
TYPE OF NONTARIFF BARRIER y ' REMARKS
4. Specific limitations on trade
33. Quantitative restrictions . "A number of items, including

goods similar to goods produced
» in_Morocco, are on the "Prohibited

[ g Lo T ' Import LlSt "
4e. Licensing . . R A large number of Morrocan 1mports
. - - " - require licenses issued under
.-quotas.
4f. Motion picture restrictions - There are restr'ictions on the

‘remittance of proflts abroad on
forelgn films.

There are restrlctlons on the
distribution of fore:.gn films in

Morocco.
P ., Lo .y
* 5. -Charges on imports t
§§. Special duties on imports ' There is a -special ad valorem tax

of 5% on all dutiable goods.
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NETHERLANDS 1/

TYPE OF NONTARIFF BARRIER REMARKS

3. Standaids

3a. standards Marketing regulations prohibit
corn syrup as an additive. These

regulations apply to both imports

and domestically processed goods
and effectively prohibit the sale

" of food products such as chocolate
and similar food preparations,
fruit purees, pastes, most jams,
jellies, marmalades, other
prepared or preserved fruits, and
fruit juices if they contain corn
syrup. :

Ban on a large number of other
additives, such as artificial
colors, preservatives, vitamins,
etc., in foods and drinks
effectively curbing imports.

.y

4, Specific limitations on trade
4e. Licensing : Ccoal, coke, and briquettes.

Agg. Motion picture restrictions ‘Screen-time quotas, film rental
' price controls.

5. Charges on imports -

5d. Fiscal adjustments at the Certain income tax practices.
border or otherwise

1/This listing includes national nontariff barriers only. The Nether-
lands also applies the nontariff barriers listed under the European
Community.



NETHERLANDS ANTILLES

TYPE OF NONTARIFF BARRIER
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.

REMARKS

. 2. Customs and administrative
entry procedures

2b. Antidumping duties

4. Specific limitations on trade

4e. Licensing

) ‘pricing of imports.

There are no published anti-

.’ dumping laws, but dumping duties
- .are levied 'if investigation

determines unreasonably low

.

’ Discretiona;y licensing on
" furniture, second-hand automobiles,

‘tiles, radiators and cooling
elements for diesel and gasoline
motors, automobile batteries,

.beer, grains and certain grain

products, frozen poultry, eggs,

‘mutton and lamb, certain vegetables

and citrus fruit.



NEW ZEALAND

TYPE OF NONTARIFF BARRIER

1, Government participation in
trade

le. State trading in market-
economy countries

3. Standards

3a. standards

4. Specific limitations on trade

4a. Quantitative restrictions

. 4b. Disciminatory bilateral
agreements .

4e. Licensing

4f. Motion picture restric-
tions

116

REMARKS

Eggs, honey, bananas, pineapple,
citrus fruits, grapes, wheat
and meslin, wheat flour.

Health and sanitary embargos on
uncooked poultry, livestock
products and pork.

QRs on canned fish; mixing
regulations on unmanufactured
tobacco; other QRs tied to
licensing system (see 4e.).

Licenses for many vegetable
products are not required if
such vegetables are a product
of Australia.

The import licensing schedule

is issued annually and specifies
the degree of restrictiveness
for each designated commodity.

It covers about 30% of New
Zealand's total imports.
Generally, the quantity of
imports licensed is limited to

a percentage of total imports

in the previous year; for example

©in 1973-74, the limit is 110% of

the 1972-73 level.

Licensing, based on historical
trade patterns, favors British
suppliers. Items subject to
discretionary licensing include
beer, certain distilled spirits,
tobacco, most grains, oilseed
meal, and certain fruits and
vegetables.

Screen—~time quotas.
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. NIGERIA . -
TYPE OF NONTARIFF BARRIER o " REMARKS
2. Customs and administrative
entry procedures
gi. Consular and customs .~ Bealth and sanitary certificates

formalities and -+ . *required for imported  vegetables.
¢« - documentation ' S S '

4, Specific limitations on trade °

de. Licensing . s . A few imports enter under specific
T : ©  ‘licensing, others under open
- general license.

5. Charges on imports

‘5b. Credit restrictions for All goods, with some exceptions,
importers ' -180-day credit regquirement. About
Do ' 13 commodity groups payable under
., P 90-day terms. A few at sight.
° - 8chedule of payments for purchases
in excess of 50,000 b negotiated.
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. NORWAY

TYPE OF NONTARIFF BARRiER

REMARKS

1.

5.

Government participation in
trade .

1d. Government procurement

le. State trading in market~
economy countries

Standards

3a. Standards

Specific limitation on tradé

4a. Quantitative restrictions

4d. Minimum price regulations

4e. Licensing

af.

Charges on imports

5f. Discriminatory taxes on *
motor cars

5h. Special duties on imports

Motion picture restrictions

A preference of up to 15% is

- * given to domestic and EFTA

* bidders for products for
public works.

Norway engages in' state trading
on virtually all grains, animal
feeds, and some cereal products.

Health and sanitary restrictions
apply to poultry., eggs, and pork.

There are quotas on live animals,
cheese, turkey rolls, some
fruits, and a few other items.

The Norwegian minimum price system
keeps imports out until domestic
wholesale prices reach a preset
ceiling; then imports are permitted
to keep prices from rising further.
Products involved include meats,
fresh vegetables, and some fruits.

There is a very extensive system
of discretionary licensing for
agricultural products. There-is

a virtual embargo on dairy .pro-
ducts. Other items restricted
include live animals, meat, fruits
and vegetables, lard, and preserved
fruit.

Fishing vessels, -more than 10

years old are restricted also.

Film rental price controls

Progressive nature of automobile
excise tax weighs more heavily
on expensive models such as

U.S. cars.

Traffic tax on all imported
products.
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PAKISTAN'

TYPE OF NONTARIFF BARRIER

1. Government part1c1patlon in
trade

-

o

lg. State trading in market-

economy countries

Specific limitations on trade

da.

de.

Quantitative restrictions

Licensing

Charges on imports

45_‘:.

s5d.

Variable levies

Fiscal adjustments at the
border or otherwise

Special duties on imports

Special duties on imports
(Cont.)

- 4f. Motion picture restrictions

REMARKS

All agriculfural imports are

’ controlled by the Government.’

imports may be made only through

~the Trading Corporation of Pakistan:

Pig iron; aluminum, lead, zinc and
copper ingots; copper rods; coal
and coke; sulphur; mercury; and
steel billets and strips and

sugar from tied _(but non-U.S.)
sources,

Embargo--maﬁy imports including
most motor vehicles.

Most private sector imports.

Screen-time quotas, national import
menopoly, distribution and remit-
tance restrictions.

Edible oils.

Most industrial imports--multiple

exchange rate practices.

Equalization payment (equal to

the difference between the highest
foreign price and the lowest
domestic price--when domestic
goods are more expensive):

Certain iron and steel products,
cement, coal, edible oils, copper
rods and ingots, aluminum ingots,
synthetic rubber and raw materials
for the following indystries:
steel and non-ferrous casting,
steel constructlon, electrical

" and pumping equlpment and diesel

engines.

Regulatory duty, 25% to rationalize
the cost of industrial products
imported under different import
lists, free and licenseable list
items imported at official exchange
rate, all others at depreciated
exchange rate,
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PERU

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade

1ld. Government procurement

le. state trading in market-
economy countries

3. Standards

3a. Standards

- Specific limitations on trade

4a. Quanfitative restrictions

-

Prior approval for all orders for
public sector agencies must be
made by the Commission of External
Transactions and the Ministry of

. Economy and Finance.

‘Rice, meat, dairy products,

tobacco, flowers, fruits, vegeta-
bles, plants, roots, tubers,
certain grain and cereals,
vegetable oils, and basic indus-
trial products. .

Veterinary and animal health
products--Chemical and analytical
procedures must be in Spanish and
required registration documents
must be filed.

Embargo--Many products, including
certain live animals, certain meat
and dairy products, certain
vegetables and vegetable products,
certain fruit and fruit juice,
certain wheat flour, sugar, con-
fectionery, bread, soups, cigar-
ettes, soyabean oil, certain food
preparations, cars, refrigerators,
footwear, textiles, and radios.

* Applies to non-LAFTA imports only.

" 4b. Discriminatory bilateral .
agreements ’

Foreign exchange earmarked for
certain imports of fruit and news-
print from Chile.
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PERU (Cont.)

" REMARKS

4e. Licensing

5. Charges on imports

5d. Fiscal adjustments at -~ 7

the border or otherwise

5g. Statistical and adminis-
trative duties

' 5h. Special duties on imports

94.754 0-73 -9

Many agricultural products,
including most live animals and
animal products, most meats,

, most vegetables, wheat and meslin,

plants, certain fats and oils,
certain food preparations, beer,
wine, distilled spirits, and

." tobacco.

" Prior approval required for

pharmaceuticals, biological
preparations, chemical-medicinal
preparations, cosmetics, toilet
articles, and matches. Raw
materials for pharmaceutical

" industry are exempted from duty

and prior approval requirements.

Foreign exchange rationing--
Private sector entities granted
allowances of foreign exchange for
imports based on previous imports
and national development priorities.

All products--2% statistical tax
levied on c.i.f. duty-paid value.
(3% tax if goods are duty-free.)

4% maritime freight tax levied on
ocean freight charges.

10% foreign exchange surcharge

» levied on c.i.f. value.
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PHILIPPINESL/ .

TYPE OF NONTARIFF BARRIER

' _REMARKS

1.

2.

4.

Government partlcxpatlon in
trade

;g. Other restrictive practices

Customs and administrative
entry procedures '

2a. Valuation

2d. Consuiar and customs
formalities and

documentation .y

Specific limitation on trade

4a. Quantitative restrictions

Philippine firms or Phillipine

’ products are granted preference
‘ over non-Philippine (other than

U.S8.) products by a factor of 15%
for all goods supplied to the

" Philippine Government.

- Textile remnants are.subjéct to

fixed customs valuations generally
far in excess of true market value.

The Philippine Customs.Bureau is
often responsible for arbitrary
and excessive valuations, dis-
criminatory classification
treatment, long delays, and general
shoddy treatment of imports.

Philippine Consulates are instruc-
ted to verify price of shipment

to the Philippines and the con~
sulates frequently require
excessive documentation for thlS
purpose. Various consulates may
mete out different and inconsistent
treatment and the Consular
verification formality frequently
results in long delays. Some
consular officers revalue shipments
to their own conception of a fair
value, which then is expected to

- become dQutiable value.

There are import restrictions on

. certain vegetables, raw coffee

beans, rice, and corn. Virtually
all consumer goods are temporarily
prohibited. A total embargo on
used clothlng is in effect.
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PHILIPPINES 1/ (Cont.)

TYPE OF NONTARIFF BARRIER i ' _REMARKS

' Quantitative restrlctlons The importation of leaf tobacco is
(Cont.) . prohibited except for blending

purposes and then only under con-

dition that the importer purchase

- and export four parts of local
leaf for each one part he imports
of foreign leaf.

4f. Motion picture restrictions Foreién films may be exhibited
: only a certain percentage of the
time.

There are discriminatory taxes on
the income earned by foreign films
in the Philippines.

5. Chaxrges on imports

5a. Prior deposits - .., Advance deposits ranging from 50%
’ to 100% of the value of the goods
are, with few exceptions, required
on all imports. The amount of
deposit is geared to the "essen-
tiality" of the goods.

5b Credit restrlctlons for Central Bank Circular 265 imposed
importers a ceiling on the total value of

letters of credit which issuing
commercial banks could have out-
standing. Since Circular 243
réquires virtually all imports to
be covered by letters of credit,
this effectively limits the amount
of foreign exchange available for
import purposes.

l/The Philippine Government has just completed an extensive customs and
tariff reform. Previously, extensive application of arbitrary customs
valuations and burdensome documentation requirements, and other non-
tariff barriers were used to restrict imports. The new system of
controls is too recent to evaluate ‘properly. Preliminary indications
are that the Philippines have shifted from NTB restrictions to pro-
hibitive tariff rates on some items.
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. POLAND

TYPE OF NONTARIFF BARRIER s ' __REMARKS

1. Government participation in
trade

1f. Other restrictive practices |, The Polish economy is centrally
' controlled and all imports are
‘e : . state traded. Items of interest
' to U.S. exporters include soy-
" beans, oilcake and meal, cotton,
and corn. .

Foreign businessmen and firms are
restricted in market access.

4, Spedific limitations on trade

4b. Discriminatory bilateral Under bilateral agreements, Poland
agreements channels its purchases, to a
certain degree, on the basis of
country of origin rather than on
) -the basis of price, gquality,
. T or -credit terms.
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PORTUGAL

TYPE OF NONTARIFF BARRIER ) . __REMARKS

1. Government participation in

trade
;g. Government procurement In purchases for public account,
, ’ preference is given to Portuguese
and EFTA products, all other bids
© being equal.
le. State trading in market- Portugal state trades
economy countries wheat, potatoes, rice, cereal

flour, peanut oil, and tobacco.

3. Standard

3a. Standards

Soybean 0il is classified as
inedible.

. 74
4. Specific limitation on trade

4a. Quantitative restrictions Portugal maintains a mixing requ-
.. lation on tobacco. There are

quotas on some meats, a few dairy
‘products, grains, cereal flours,
soybeans, soybean and peanut oil,
cotton, certain natural or pro-
cessed raw materials, some textile
fibers, automotive vehicles and
apparatus, and miscellaneous
manufactured goods. There is an
embargo on used clothing.

4e. Licensing B Discriminatory licensing for wheat
flour; rice; saccharine and products
. containing saccharine; all shipments
into Portugal, including Madeira
and the Azores, valued over 2500

Egcudos.
5. Charges on imports
5¢. Variable levy . Rice is subject to a variable levy
? . - . L
‘ 5f. Discriminatory -taxes on Sales tax on automobiles is pro-
motor-cars gressive, thereby subjecting

- U.S. cars to burdensome rates.

§£.'Spécial duties on imports’ Most products--Transaction tax of
- 7% (20% on luxuries) levied on
140% duty-paid c.i.f. value.

There is a supplementary levy on
rice and offals.



SAUDI

TYPE OF NONTARIFF BARRIER
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ARABIA ..’

REMARKS

Standards

3d4. Standards

Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

4f. Motion picture restrictions

Charges on importé

5h. Special duties on imports

Meat imports must officially be
,certified as having been
. slaughtered - accordlng to Islamic
law.

Products all or partly produced
in Israel and products and ser-
vices of any firm doing business
with Israel is prohibited.

Ihportation of all intoxicants
and pork products are prohibited.

License required for tobacco
1mports

Motion picture apparatus and films
are prohibited except for educa-
tlonal purposes.

Imports are subject to a 1-1/2%
wharfage fee and 5% customs surtax.
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SINGAPORE

TYPE OF NONTARIFF BARRIER ) REMARKS

4. Specific limitations on trade

4a. Quantitative restrictions ORs on wheat flour, steel bars,
: ,chicken essences, carbon paper
and fluorescent tubes.

4e. Licensing " Licenses are required for the
" importation of a very limitead
number of goods into Singapore.
Most imports enter freely under
open general license.
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SOUTH AFRICA

TYPE OF NONTARIFF BARRIER

REMARKS

1.

Government partlcxpatlon in
trade

la. Trade diverting aids

1d. ‘Government procurement

Customs and administration

entry procedures
2b. Antidumping duties

Standards

3a. Standards

Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

Progresszve rebate of excise taxes

’
on certain imported goods, includ-
';ng motor vehicles, when combined

with domestic content or assem-

~bled locally.

Preference extended to domestlc
goods. . -

South Africa has not adhered to
the GATT Antidumping Code. Anti-
dumping duties of specified
-amounts are incorporated in the
South African tariff schedule for
specific products from certain
countries, including the U.S., if
the commodity price falls below
established minimum levels,.

South African rum definition
effectively excludes imports of
Puerto Rican rum.

Quotas--pharmaceutical products,
pesticides, textiles, wines and

. liquors,.paper, and many other

items which are determined from

. time to tlme.

Required on all imports, with

.varying degree of restrictiveness,

including restrictive licensing
requirements on some dairy and
meat products, grains, some fruits
and vegetables, coffee, oilseeds,
most fats and oils, prepared foods,

- cotton, and hides.

Imports of certain commcdities must

‘have specific import permits on

ad hoc basis. BAmong these. are
canned fruits, sugar confectionery,
and processed tomato products.
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SPAIN

TYPE OF NONTARIFF BARRIER e - REMARKS

‘1. Government participation in
trade

1d. Government procurement ) , Procurement from foreign sources
prohibited unless requirements
cannot be met domestically.

le. State trading in market- . Spain engages in state trading on
economy countries . many agricultural items, among

‘which are: wheat and feedgrains,
meat, poultry, certain dairy
products, tobacco, cotton, lard,
fats and o0ils, and animal feeds.
State trading is being terminated
for all these items (except cotton)
in 1973 in favor of a variable
levy system.

Coal, petroleum and petroleum
derivatives are also state traded.
‘These goods must be carried in
Spanish ships.

1f. Other restrictions Féedgrains must be carried in

) Spanish bottoms, if available.
Soybean oil has a domestic con-
sumption quota. '

2. Customs and administrative

entry procedures

2d. Consular and customs Certain synthetic fibers--Origin
formalities and . . requirement (must come directly
documentation ) from producing factory).

3. Standards

3a. Standards T Beef and pork are subject to very
" ‘restrictive requlations on the
temperature of the meat and type
of cut that may be imported.
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SPAIN

TYPE OF NONTARIFF BARRIER

{cont.)

REMARKS

4. Specific limitation on trade

4a. Quantitative restrictions

" 4b. Discriminatory bilateral

agreements

de. Licensing
. .
4f. Motion picture restrictions

5. Charges on imports

5¢. Variable levies

5d, Fiscal adjustments at the
border or otherwise

There are import quotas on fruit
and vegetable juices, preserved

'fruits, hops, soup, prepared

meat, canned fruits, and a large
number of other commodity

* categories.

There is a'dé facto embargo on all
used machinery and equipment and
second-quality goods. -

Spain has bilateral agreements
with many countries for clearing
bilateral accounts., One of the
items frequently cited on the
exchanges is cotton.

Most imports, licenses.usually
freely granted.

Screen-time quotas-' local dubblng
requirement; import quota;

~distribution restrictions.

Apply to a numbor of basic
agricultural commodities (see le.

3-15% Domestic Tax Equalization
tax on imports is likely to
discriminate in favor of domestic

- products.
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SWEDEN
TYPE OF NONTARIFF BARRIER : . REMARKS

1. Government participation in

trade .

le. State trading in market- Spirits and wines, certain ethyl

' économy countries . *alcohol used for beverages,
! : . * pharmaceutical products, and
tobacco.

3. Standards

3a. Standards ' o Health and sanitary standards apply

to hogs, lard, and poultry meat.
In addition, imports of meat. from
- cattle fed hormones are prohibited.

Electrical equipment--The state
testing organization, applying
rigid technical standards, re-
quires individual testing in the
country prior to certifying imports.

4. Specific limitation on trade

4e. Licensing : Sweden requires licenses on apples,
pears, some dairy products and
starches, and a few other items.

5. Charges on_imports
Y
5h. Special duties on imports There are high supplementary

. charges on virtually all live
animals, meat, dairy products,
most grains, most fats and oils,
most animal feeds, and many
other items.
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SWITZERLAND

TYPE OF NONTARIFF BARRIER

' REMARKS

1. Government participation in

K4

trade

le. State trading in market-
economy countries

Specific limitations on trade

4a. Quantitative restrictions

4d. Minimum price regulations

4e. Licensing

4f. Motion picture restrictions

Charges on imports

5f. Discriminatory taxes on
motor-cars ; :

5h. special duties on imports

, Buttexr, ethyl alcohol of a strength
of 80% or more, whiskey and gin
in casks, brandy and ligqueur.

Embargo--grape must, white wine
in casks; prohibition--fresh and
dried grapes.

There are quota restrictions on
several items, including the
following: meat, live animals,

- some fresh fruits and vegetables,
juice and red wine in casks.
There is a conditional- import
system for -imports of certain
meats and dairy products.

Live bovines, ‘sheep, and swine are
subject to this type of restric-
tion. : :

‘There is discretionary licensing
on some live animals,.grains,.
meats, a few flours, and cider of
apples and pears.

Quotas on movies. Film rental

controls.

Road tax and compulsory insurance
rates based on horsepower, thereby
burdening U.S. models the most.

There is a suppleméntary charge
on live animals, dairy products,
-meat, some feedgrains and feed-
stuffs, fats and oils, and oil-
seeds.
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TAIWAN

TYPE OF NONTARIFF BARRiER

2, Customs and administrative

entry procedures

2a. Valuation

4. Specific limitations on trade

4a. Quantitative restrictions

4e. Licensing

4f. Motion picture restrictions

5. Charges on imports

5a. Prior deposits

REMARKS

Price quotations on imports from
Japan and Viet-Nam must be on a

*f.o.b. basis while goods from

all other sources, unless shipped
in Chinese bottoms, must be

"quoted c.i.f.

Under new sourcing policieés
instituted in March of 1973 the
ROC will try to reserve to U.S.
suppliers minimum percentages

of its annual requirements for
certain imports. Similar sourc--
ing policies apply to Canada and
EEC.

Licensing 'is required for all
imports, but licenses have been _
freely granted for the vast

" majority of imports since mid-

March 1973. Some goods are now
limited as to sourcing (mainly
to the U.S., Canada, and Western
Europe) .

Discriminatory taxes are assessed
on admission to foreign films.

Remlttance of earnings of forelgn
films is restricted.

A small portion of ROC imports
requires the prior deposit of
20% of the purchase price of

the imports.
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THAILAND

TYPE OF NONTARIFF BARRIER

REMARKS

4. Specific limitations on trade

4e. Licensing

4f.'Motion picture restrictions

5. Charges on imports

5d. Fiscal
border

adjustments at the
or otherwise

'Thailand restricts, by licensing,

‘security, and protection of
. industry.

business;

the importation of a small group
of commodities primarily for
reasons of health, welfare,

local

4

Discriminatory taxes are assessed
on foreign film income earned in
Thailand.

There is a business tax on imports
similar to the tax on domestic

in most cases it is not
a restriction. However, it does
offer some protection to selected
domestic products in which the
United States has some trade
interest, such as tobacco.
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TRINIDAD AND TOBAGO

TYPE OF NONTARIFF BARRIER

__REMARKS

3. Standards

3a. standards

4. Specific limitations on trade

4a. Quantitative restrictions

4b. Discriminatory bilateral
agreements

4e. Licensing

»

Imports of pharmaceuticals require
, advance approval and registration.

" There is a prohibition on live

poultry, poultry meat, sausages,
rice, fresh citrus, most canned
fruit and fruit juice, some pulses,
and coffee.

There are quotas on most meats,
dairy products, and canned

vegetables.

As a member of CARIFTA, under the
Agricultural Marketing Protocol

and Fats and 0Oils Protocol, imports
of certain vegetables, pork and
pork products, poultry products,
fresh oranges, pineapples, and fats
and oils from non-CARIFTA countries
are.prohibited until regional
supplies are depleted.

Under a rice marketing arrangement,
Trinidad and Tobago are obligated
to buy rice from Guyana and Surinam.
This agreement is implemented
through a d1scr1m1natory llcen51ng

quota system.

a1l imports--with various degrees

of restrictiveness. Most restric-
tive requirements apply to fish,
fresh, chilled, or frozen meats,
preserved meat of swine, sausages,
eggs, wheat flour, most vegetables,

‘oilseed cake, several fats and

oils, oilseeds, ‘crude and partly
refined petroleum, textile goods,
chemicals, footwear, household

~articles, and others.
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. TURKEY -
TYPE OF NONTARIFF BARRIER L REMARKS
1. Government part1c1pat10n in
trade ]
1f. Other restrictive practices = Most agrlcultural equipment,
" resulting from government *certain chemicals and pharmaceuti-
. - participation in trade = cals, and a few other items require
T, . ‘ prior approval by a government
.agency.
4. Specific limitations on trade -
da. Quantitative restrictions Quotas—-Some agrlcultural items,

- some chemicals, paints, pharmaceuti-
cals, explosives, some photographic
equipment, plastics and certain
rubber goods, some wood, raper and
textile products, certaln tools,
tractors, "trucks and trailers,
-planes for spraying, clocks,
watches, and other items.

-y

. - . LA

4b, Dlscrlmlnatory bllateral See ge.
agreements

ig. Licensing ) All 1mports. Special con51derat10n

Co " is given to items imported from

bllateral agreement countries,

‘Af. Motion picture restric;ione Discriminatory film tax. Foreign

films-~41%; domestic films--25%,
Dlstrlbutlon restrictions.

Charges'on'iﬁports

5a. Prior deposits . All imports. Deposit of 10~50%

. T : ' - . ° “depending on the import list.
1508 for quota list items. 1% on
goods imported under certain
investment programs.

5f. Discriminatory taxes on Surtax, varies according to
: motor-cars automoblle weight and age.
5g9. Statistical and adminis- - 'A {All'imports—-lO% stamp tax.

' © trative duties. }
Sh." Special duties on imports .. - All imports--surtax af 15% of
: . ' -custams duty.

‘a11 goods imported by sea--port
.tax of 5% on c.i.f. value plus
‘duty,  surtax, and customs

' clearance costs.

Most imports--discriminatory
production tax ranging from
10-75% of c.i.f. value, customs
surcharge, port tax, and customs
clearlng expenses.
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UNITED KINGDOML/.

TYPE OF NONTARIFF BARRIER ’ . __REMARKS

1. Government participation in
trade : :
1ld. Government procurement : While no procedures have been

' published, administrative
* practices give preference to
U.K., Commonwealth, and EC firms.

Timber (Douglas fir) for British
Admiralty must come from British
‘Colombia.

3. Standards

3a. Standaxds Health and sanitary requirements
govern the importation of a number
of agricultural products. Imports
of pork and pork products from
countries in which hog, cholera
is present are prohibited. Imports
4 of .fat cattle, beef, and veal are
subject to rigorous licensing
requirements in order to control
hoof-and-mouth disease. Red meat
imports are also subject to a
regulation prohibiting additives
which maintain the color. Live
horses may not be imported from
most non-European sources (includ-
ing the U.S.) during the summer
months and are allowed from these
countries during winter months
only under very strict quarantine
and inspection conditions, which
are regulations designed to prevent
the introduction of equine encepha-
lomyelitis. Imports of dead
poultry and offals, when packaged
separately, must be licensed.
Licenses are issued only for poultry
which can be shown to be free of -
Newcastle disease. . Offals may not
be imported inside the dressed
carcass of an oven-ready bird, even
when packaged separately.

94-754 O - 73 - 10
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UNITED KINGDOMY/ (Cont.)

TYPE OF NONTARIFF BARRIER R " ~_REMARKS

3a. Standards (Cont.) The U.K. is a member of a European
- ' ‘Harmonization Scheme to facilitate
mutual acceptance of quality
»certification of electronic com-
ponents in all EC and EFTA countries.

4. Specific limitations on trade

4a. Quantitative restrictions Quotas on butter and cheese from
- New Zealand. Quotas on certain
commodities from dollar area
countries: bananas; rum; cigars;
fresh, canned, and frozen grape-
fruit; and single-strength orange
and grapefruit juice. Of particular
interest to the U.S. are the quotas
on citrus juices, fresh grapefruit,
cigars, and rum. Sugar is imported
under the Commonwealth- Sugar Agree~
ment, Imports of fresh apples and
pears, prior to EC -entry, were
subject to seasonal quotas which
have been replaced by a special
import levy system during the
. transitional period of entry into
.the EC. Sterling area suppliers,
formerly exempt from the quotas,
receive more favorable treatment
under the special import levy system
during the transitional.period.

Embargo--godium glutamate; Global
quotas--jute yarn, sacks, bags,
and wool packs.

4b. Discriminatory bilateral Commonwealth preference is granted
agreements . on. numerous products but it is
’ gradually being phased out during
. the transitional period of entry
into the EC. Special arrangements
with New Zealand and the UK-Irish
Free Trade Agreement also are being
altered during the transitional
. period. :
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UNITED KINGDOML/ (Cont.)

TYPE OF NONTARIFF BARRIER . - - ___REMARKS

4d. Minimum price regulations The U.K. has a minimum import price

. ..system which, together with a
variable levy, has ensured that

, the import price does not fall below
the established minimum. It applies
to fat cattle, beef and veal, milk
powders and preserved or condensed

" milk and cream (including animal
feed containing milk solids),
poultry meat, eggs, wheat, barley,
‘0ats, corn, grain, sorghum, cereal
flours and meals, and bran. For
the most part, these products are
also governed by EC regulations
which the U.K. is now phasing in.

4e. Licensing Clover and grass seeds must be
licensed in order to ensure that
the types being imported are
appropriate for the soil and
*climate conditions of the U.K.

Coal, coke, and solid fuels,
manufactures of coal or coke.
Licensing requirement has been

suspended since 1970 because of
.coal shortage. Subject to future
- review. :

4f. Motion picture restrictions Screen-time quotas and.TV program
. : quotas. '

1/This listing includes only national nontariff barriers. As a member
of the European Community, the United Kingdom is required to phase
out certain of these national nontariff barriers and adopt the com-
prehensive requirements of the EC Common Agricultural Policy (CAP).
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VENEZUELA

TYPE OF NONTARIFF BARRIER

REMARKS

1. Government participation in
trade ’ )

1d. Government procurement

state trading in market-

‘le.
economy countries
1£. Other restrictive practices

2. Customs_and administrative
entry procedures

2d. Consular and customs
formalities and
documentation

4, Specific limitations on trade

4e. Licensing

4f. Motion picture restrictions

5. Charges on imports

5h. special duties on imports

> “Buy Venezuela" legislation re-
‘quires that all government
agencies purchase from domestic
suppliers if the price is not
more than 25% higher than from a
foreign source. ’ T

Live plants, certain fruits and
vegetables, corn, coffee and
cottonseed. :

Venezuela maintains materials
content standards for automobiles
produced in Venezuela which re-
quire that each year a greater
percentage of the auto content
must be of Venezuela origin.

Fruit imports are tied to fruit
exports.

A consular invoice, legalized by

a Venezuela consul, must accompany
all surface shipments to Venezuela;
a consular fee of 2% to 3.5% of
the f.o.b. value is assessed on
all goods requiring a consular
invoice. : )

- Import licenses are required for

a limited number of imports,

primarily for reasons of morality,
national security and to minimize
competition with locally produced

" goods (including pedigreed horses,

dried cream, wheat, and certain

fruits).

All printing (copies) of films
must be done locally.

Goods entering Venezuela via
parcel post are assessed a 2%
ad valorem surtax.
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YUGOSLAVIA

TYPE OF NONTARIFF BARRIER

. - - REMARKS

1. Government participation in
trade

v

la. Trade diverting aids

1f. Other restrictive practices

2, Customs and administrative entry

2b. Antidumping duties

4. specific limitation on trade’

4a. Quantitative restrictions

".interest to U.S.

»Raw materials and semi-manufactures
used in the shipbuilding, electric,
textile, and food industries.

. Manufacturers in these industries

receive foreign exchange for their
imports in ‘a fixed ratio to their
exports.

The Yugoslavian economy is
centrally controlled and all
imports are state traded. Com-
modities of interest to United
States include cotton, vegetable
oils, feedgrains, and oilseed
cake and meal.

For a few products end-users must
purchase certain amounts from
Yugoslavia's bilateral trading
partners.

Surcharge imposed on specified
agricultural products to protect
domestic industry from-importation
of foreign items at dumping prices.

QRs apply to virtually all agri-
cultural imports. Products of
exporters are:
grains, livestock, meats, oilseeds,
vegetable o0il, and tobacco.
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TYPE OF NONTARIFF BARRIER
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(Cont.)

" REMARKS

4a.

(Cont.)

de. Licensing

N

5, Charges on‘imports

Credit restrictions for
importers

5b.

_1 Statistical and admlnls-
‘trative duties

_5h. Special duties on imports

Quantltatlve restrlctlons

A wide variety of manufactured
goods aré subject to QRs, includ-
ing certain iron and steel products
and certain chemlcals. Also,

-see 5b below.

- Some hard cheeses, meat extracts,

soups, various kinds of wines,
dircraft, tractors, railroad
equlpment, automobiles, paper,
textiles and many other products.

Global exchange quotas--Consumer
goods, some raw materials, most
machinery and equipment. Alloca-
tion made according to’ past
imports. Distinction made between
hard currency and clearing
currencies,

Credit generally unavailable for
imports of consumer goods.

1% administrative cost on'all
imports.

2% surtax on'vegetable oil, feed-
grains, cotton, o0il seeds and
meal, hides, wool, and sugar.
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ZAIRE

TYPE OF NONTARIFF BARRIER' L N REMARKS

.2. Customs and administrative

entry procedures

2a. Valuation

A number of textile gommodities,
#*ingluding used clothing, are

- .as$igned arbitrary minimum
.. valuations for duty purposes.

2d. Consular and customs " *For most imports into Zaire, a

formalities and o - .certificate of quality and quantity

documentation - * . _supplied by the Societe de Sur-
Co - .+ yeillance (in the U.S. the
" superintendence Co.) is required or
. "bank payment of foreign exchange
- will not be allowed.

4, Specific limitations on trade

ﬁg.friéénsihg Licenses are required for the
. .o . 4 importation of tires, tubes, and
* wheat flour. ) '

5. Charges on imports

:5h. Special duties on imports A statistical tax of 3% of the
) o c.i.f. value is assessed on all

imports.. .. . ‘
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ALLEGED UNITED STATES
NONTARIFF BARRIERS

This list includes laws, government regulations and administrative
practices that have been the subject of complaints or protests by
foreign officials or exporters or by U.S. importers, alleging that they
are restrictive of trade. The United States considers many of these
complaints to be baseless or of doubtful validity.

TYPE OF NONTARIFF BARRIER REMARKS

1. Government participation in
trade

la. Trade diverting aids SHIP SUBSIDIES-~The U.S. requires
that all subsidized shipbuilding
be performed in U.S. shipyards
and that purchases of major equip-
ment components be of domestic
origin (with certain exceptions).

WESTERN HEMISPHERE TRADING CORPORA-
TIONS~-Corporations that conduct
-y all their business in the Western
’ Hemisphere and derive 95 percent
of their gross income from outside
the U.S. and 90 percent of their
gross income from active conduct
of trade or business, are eligible
for certain tax deductions.

MILITARY EXCHANGES——Mllltary ex-
changes outside the U.S. may enter
duty-free and tax-free into host
countries any goods, regardless of
country of origin, and sell them
tax~-free to authorized customers.

1b. Export subsidies Exports of peanuts are subsidized
indirectly.

'DOMESTIC INTERNATIONAL SALES
CORPORATION (DISC)--DISC share-
holders are treated as receiving
one-half of the DISC's earnings
currently, whether or not actually
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UNITED STATES (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

1b. Export subsidies (cont.

lc. Countervailing duties

1d. Government procurement

)

.y

distributed. The remaining one-
half of DISC earnings may be
either retained by the DISC and
reinvested in the export business,
invested in certain Ex-Im Bank
obligations, or loaned to other

' producers for export purposes,
" without, in general, liability

for federal income tax.

The Tariff Act of 1930 provides
for the imposition of counter-
vailing duties when it is found
that a dutiable import is bene-
fitting from a bounty or grant.
There is no injury requirement

- (as GATT requires) and no room

for administrative discretion if
a bounty or grant is found to exist.

All Federal Government procurement
for use within the U.S. is subject
to the provisions of the Buy
American Act of 1933, which pro-
vides that only domestic materials
can be purchased unless (a) the

required supplies are not available

domestically, (b) their purchase
would be inconsistent with public
interest, or (c¢) the cost would
be unreasonable.

various Defense Department appro-

_ priation acts prohibit the use of

funds for the procurement of any
article of food, clothing, cotton,
wool, silk and spun silk yarn for
cartridge cloth, synthetic and
coated synthetic fabrics, and
strategic materials, which have
not been produced or grown in the

U.S.
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UNITED STATES (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

1f. Other restrictive practices

2, Customs and administrative

entry procedures

2a. valuation

2b. Antidumping duties

st

The Trade Expansion Act of 1962
authorizes the President to ad-
just the imports of any article
so that they will not threaten

" to impair the national security.

AMERICAN SELLING PRICE (ASP)--
Benzenoid chemicals, certain
rubber footwear, canned clams,
and certain wool knit gloves
are assessed duties on the value
of the competitive U.S. product
rather than on the value of the
imported article.

FINAL LIST--This valuation applies
. to certain products, the valuation
of which in 1956 would have changed
.by more than 5 percent if valued
under the method established in
the Customs Simplification Act of
'1956. Appraisement of these
products was continued under the
.0ld set of valuation provisions
applicable prior to 1956. Articles
-Subject to the Final List comprised
about 7% of U.S. dutiable imports
~in.1966. o

- The U.S. system of customs valua-
‘tion provides 9 different methods
of establishing values for the
assessment of ad valorem duties,
the two most common of which are
f.o.b. values. Other countries

-.contend that the complexity of
JU.S. valuation provisions consti-
tutes an NTB.

By law, the U.S. Antidumping Act
"of 1921 takes precedence over the

International Antidumping ‘Code
"te which the U.S. Has adhered.
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UNITED STATES (Cont.)

REMARKS

-2¢. Customs classification

2d. Consular and customs
formalities and
documentation

‘3. Standards

3a. Standards

" Imports are classified and dutiable
according to the U.S., Tariff
Schedules rather than the BTN
which is used by the major trading
nations, except Canada.

‘The TSUS provides that parts of

* products.will be classified,
.wherever possible, on an eo nomine
basis; many parts are not neces-
.sarily classified as the product

of which they are part.

Customs Invoice Form 5515, besides
..requiring the usual commercial
information on quantity and value
of shipments, requests other
information considered by some
foreign exporters to be unnecessary
‘and burdensome.

..., MARKETING ORDERS--Sec. 8(e) of the

Agricultural Marketing Agreements
- Act of 1937, as amended, prescribes
‘sixteen fruits, vegetables, and
nuts which are subject to regula-
tions under domestic marketing
orders in respect to quality,
grade, size, and maturity standards
-in order to enter. the U.S. market.
Currently, 12 of the 16 commodities
specified in Sec. 8(e) are being
regulated.:

MEAT--The Wholesome Meat Act is
designed to protect the health and
welfare of consumers by assuring

. that meats are wholesome, not
adulterated, and properly marked,
labeled, and packaged. Some
countries with relatively low
health and sanitary standards may
have difficulty complying with
these standards.

QUARANTINE AND FOOD AND DRUG LAW
AND REGULATIONS--Certain provisions

.of U.S. sanitary and health laws
and regulations are viewed by
foreign suppliers as NTBs (e.g.,
prohibition of meat imports from
.countries with hoof and mouth
disease). ",



148

UNITED STATES (Cornt.}’

- TYPE OF NONTARIFF BARRIER R * REMARKS

3a Standards (Cont.) _SPARKLING CIDER--Under existing

law, the IRS classifies sparkllng
cider ‘as sparkling wine, in
accordance with written specifica-
’tions. The law is non discrimina-
tory and applies equally to
domestic and foreign cider.

GAS CYLINDERS--A 1922 ICC regula-
“tion requires all tests (cylinders)
‘and chemical analysis (materials
.used) be performed within the
limits of the U.S. Imports on a
commercial basis are v1rtua11y
‘precluded.

MOTOR VEHICLE SAFETY STANDARDS--
Considered by some to be more
‘appropriate for the large
American automobiles than for
the smaller imported automobiles.

STEEL PROCESSES--The Thomas process,
which is used in Europe (and not in
the U.S.) has never been the subject
of American Society for Testing and
Materials (ASTM) committee

‘ consideration.

* COAST GUARD INSPECTION OF SAFETY
EQUIPMENT--The Coast Guard is
required by statute to inspect .

: (during the manufacturing process)
.and approve safety equipment for
U.Ss. flag vessels.

. PLUMBING, HEATING, LUMBER, FIRE-
'. FIGHTING, ELECTRICAL EQUIPMENT~--
. Local governments sometimes pass
.regulatlons giving mandatory
effect’ to what were originally
voluntary standards.

FLAMMABLE FABRICS ACT~-~Authorizes
the FTC to-test and,investigate
‘merchandise believed to be in
.violation of establlshed require-~
ments..,
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UNITED STATES (Cont.)

TYPE OF NONTARIFF BARRIER ! REMARKS
3b. Packaging, labeling, and FAIR PACKAGING AND LABELING ACT
marking regulations OF 1966--The Act and related

reqgulations prescribe the manner
, in which certain consumer goods
are to be packaged and labeled
so as not to mislead the consuming
. public.

MARK OF ORIGIN--The Tariff Act of
1930 requires that imported
articles be conspicuously, legibly,
and permanently marked so as to
indicate the country of origin to
the U.S. consumer.

4. Specific limitations on trade

4a. Quantitative restrictions EMBARGOS--Certain furskins which

: are the product of the-Soviet Union
or Communist China; firearms,
except for sporting, museum, OF
research purposes; foreign-built
dredges and hovercraft in coast-
wise trade; the offering of en~
 richment services for source or
special nuclear materials of
foreign origin intended for use

in domestic reactors; certain
panty hose, and lightweight .
carry-on luggage sold by "unfair
practices," as determined under
Sec. 337 of the Tariff Act of 1930.

QRs--Certain meat (presently sus-
pended) ; sugar; items which

. materially interfere with U.S.

" Department of Agriculture price
support programs, including milk
and cream, butter and butter sub-
stitutes, certain cheeses, ice

. cream, other milk products, wheat
and wheat products, peanuts, cer-

. tain chocolate and confectionery,
and certain animal feeds; books
and periodicals in the English
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UNITED STATES (Cont.)

TYPE OF NONTARIFF BARRIER

REMARKS

4a. Quantitative restrictions
(cont.)

4c. Export restraints

4e. Licensing

5. dhggges on imports

S5e. Restrictions on foreign
wines and spirits

5h. Special duties on imports

-

language (linked to copyright
protection) ; bird feathers:;
certain cotton and cotton waste;
hard fiber cordage from the
Philippines.

' LONG-TERM COTTON TEXTILE ARRANGE-
" MENT (LTA)--Under the LTA, the

U.S. has 31 separate bilateral
agreements which cover 90 percent
of U.S. cotton textile imports.

MANMADE FIBER AND WOOL TEXTILES--
The U.S. has bilateral agreements
with 6 countries and a multilateral
agreement with 3 of these same

* countries,

There are other export restraint
arrangements, involving varying
degrees of U.S. Govermment parti-
cipation (e.g., commercial china-
ware, ceramic tile, basic steel
mill products ).

Crude petroleum and its derivatives,
.and products thereof.

DISTILLED-SPIRITS—-Under the U.S.
wine gallon/proof gallon system,

_import duties and excise taxes are

assessed on imported bottled

‘spirits of less than 100 proof as

though they were 100 proof. - For .

" example, a bottle of 86 proof Scotch

is assessed for an additional 14
proof. Spirits imported in bulk
at 100 proof or more are treated
the same as domestically produced

© spirits, i.e., they are assessed

before the bottling process while

lthey are still ;00 proof or greater.

-the TEA of 1962 permits the

-

ESCAPE CLAUSE ACTIONS--Sec. 351 of
President to increase tariffs or
impose other restrictions on an
imported article following an
affirmative finding of injury or
threat of injury to a domestic

- industry due to an increase in

-imports.

. Escape clause rate

" inicreases are in effect for pianos
‘(except grand pianos) and earthen
.dinnerware; rate increases.are
‘being phased out for sheet glass.

The U.s. haé‘duties on non-emergency -
ship repair services.
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RELIEF FROM UNFAIR TRADE COMPETITION

RECENT CHANGES IMPROVINWG 'ADMINISTRATION OF THE UNITED STATLS
ANTIDUMPING ACT

The Treasury Department has attempted over the last
several years to improve the administration of the Anti-
dumping Act of 1921, For example, for fiscal years 1970-"
1972, a total of 75 investigations were initiated as ’
opposed to only 54 in fiscal years 1967-~1969. There were
29 findings of dumping in fiscal years 1970-1972 and only
9 during fiscal years 1967-1969.

In 1970 a change was made in Treasury procedures,
whereby price assurances are accepted and the case
discontinued only if any dumping margins that exist
are strictly minimal in relation to the volume of sales.
This has tended to make the Act more effective by encourag-
ing foreign manufacturers and exporters to take Possible
consequences under the Act into account before, rather than
after, they make pricing decisions on their exports to the
U.S.

The amendments to the Antidumping Regulations which
were put into effect in January 1973 are intended to
insure that the Antidumping:;Act is made more effective
in defending U.S. industry against unfair international
trade practices in the dumping area. The amendments in-
clude specific timctables for processing cases; special
procedures for accelerated renewal of investigations
where there is rcasonable cause to believe that price
assuranccs have becn violated in-discontinued investigations;
procedures whereby discontinued investigations can be
terminated; and provisions for the verification of periodic
reports to be submitted by the foreign producers,
manufacturers, or exporters concerncd, when an 1nvestlgatlon
is discontinued on the basis of prlcc assurances.

Under the December 1971 currency realignment and the
FPebruary 1973 dcvaluation of the dollar, the changes in
. the market rate of the dollar in relation to certain
. foreign currencies effectively incrcased the home market
price of foreign mcrchandise, as expresscd in dollars.
Thus, sales at less than fair value could have resulted
from the market rate of the dollar unless foreign exporters
took appropriate actions to adjust prices.

The Treasury Departmeﬁt recognized that the Antldumplng
Act was one of tha primary vehicles for insuring that the
currency realignments had their intended effect, but also
‘rcalized that immediate price adjustments were not always
possible. Accordingly, foreign exporters and U.S. importers
were put on notice that failure to make appropriate price
adjustments could have adverse consequences under the
Antidumping Act, but, at the same time, short periods were
granted follow1ng the currency realignments in which no
price discrepancies resulting solely from the currency
realignments would be taken into account in fair value
1nvest1gatlons. :
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PROPOSED AMENDMENTS TO THE- COUNTERVAILING DUTY LAW

Except for amendments to insure broadest possible
_coverage, the U.S. Countervailing Duty Law (19 U.S.C, 1303)°
has remained virtually unchanged since its enactment in 1897.
Today, the law is, in many respects, an anachronism, un-
responsive to the international economic situation of the
1970's. The proposed amendments in the Trade Reform Act of
1973 are designed to tailor the Counterwailing Duty Law to
the realities of 1973, while at the same time making it a more
effective instrument in our efforts to combat unfair sub51dy
practices by foreign countries,

Duty-Free Merchandise .

A proposed amendment extends the law to-duty-free merchandice
but makes the actual assessment of countecrvailing duties
contingent upon a Tariff Commission determination that a
U.8. industry is being,or is likely to be, injured.

It is believed that application of countervailing dutieg was
’ stricted to dutiable merchandise under the 1897 law
becaute duty-free merchandise was not competitive with
American ‘goods,e.g. bananas,”or served a social objectlve, e.g.
duty-free treatment of farm machinery. The exception for
duty-free merchandise makes little sense today, especially
after the Kennedy Round tariff cut’'s, when some articles of

a competitive nature became duty-free. There are also inter-
national considerations. The United States, criticized by
its trading partners for resorting to the GATT "grandfather
‘clause"” as a means of avoiding an injury requirement in the
countervailing duty law, would be in an indefensible position
if it were not to incorporate an injury standard in this
amendment, which would be out51de the umbrella of the grdnd-
) father clause. . . . -

._Dlscretlonarg~rrcvision_Am e

Another proposeg amendment to the present law would give the
Secretary of the Treasury authority to refrain from assessing
countervailing duties in situations where such actions would
result in .a "significant detriment" to the economic interests of
the United States. In determining whether or not to countervail,
the Secretary would consult with other agencies and take into
account, among other things, whether an affirmative decision
- would force the revision of the basic tax structure.of a
foreign country, undermine the fundamental econohic structure
on which a foreign government bases its fiscal and trade
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policies, or have a significant inflationary effect in the
United States without a corresponding benefit to United States
industry. This provision is designed to give the Secretary

the discretion, in appropriate circumstances, to avoid precipitat-
ing a major international trade crisis by not taking action

that would otherwise be mandated under the law. The Secretary
is authorized to refrain from countervailing those products
-which are subject to effective guantitative limitations, if

he determines that such limitations are an adeguate ‘sub-

stitute for protection from the harmful effects of subsidies.

To countervail on top of guotas would, in many cases, constitute
overkill, —

The discretionary authority provides a realistic
opportunity for the imposition of time limits to complete
countervailing duty investigations, which have taken an unreason-
able amount of time to resolve in the past. Accordingly the
Trade Reform Act of 1973 proposes that a l2-month time
limit be placed on the resolution of issues arising under
this statute, This would be an adequate period for all the
issues to be considered in a countervailing duty investigation.

Judicial Review of Negative Countervailing Duty Decisions

The Administration does not helieve that negative
decisions in countervailing duty cases should be subject to
judicial ‘review. Under présént U.S, law,-only in limited
situations can a party who is other than the importer of
merchandise protest to the Customs Court decisions concerning
the imposition of customs duties én such merchandise. Such an
extraordinary procedure would be somewhat akin to one
manufacturer being able to bring suit to challenge what it
believed to be an improperly low impositipn of corporate
income taxes on one of its competitors. Countervailing duty
determinations typically involvd highly sensitive questions
of significance to the foreign policy of the United States.
It would damage the credibility of the United States with its
trading partners if they were unable to rely upon the
. Gecision of the Secretary that no bounty or grant existed.

64-754 O - 73 - 11
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UNFAIR FOREIGN IMPORT RESTRICTIONS
AND EXPORT SUBSIDIES

Section 301 of the Trade Reform Act would revise and
expand the President's authority to deal with unfair foreign
import restrictions and add authority to act against countries
which damage U.S. exports through export subsidies. Present
authority is contained in section 252 of the Trade Bxpansion
Act ( TEA ), which is repealed. ’

Section 252 of the TEA (which replaced section 350(a) (5)
Of the Tariff Act of 1930) provided the President with author-
ity to (1) impose import restrictions or raise tariffs,
without limit, in the case of unjustifiable (illegal) import
restrictions on U.S. agricultural exports, (2) withdraw
tariff concessions (up to the column 2 rates) in the case of
nontariff trade restrictions and discriminatory and other acts
which are unjustifiable, and (3) withdraw tariff concessions
(up to the column 2 rates) in the case of unreasonable (not
necessarily illegal) import restrictions, having due regard
for the international obligations of the United States.

Section 252 needed :reyision because of:

1. 1Inadequate authority to deal with restrictions on non-
agricultural products;

2. sStatutory ceilings on tariff increases (except in the
case of restrictions on agricultural products):

3. Very limited authority to deal with unreasonable (but
not necessarily illegal) restrictions; and

4. Lack of authority to deal with subsidies by foreign
countries on exports to third countries which have the effect
0of displacing competitive U.S. exports;

Section 30l eliminates or solves each of these problems.
In particular, it eliminates the distinction between import
restrictions on agricultural and nonagricultural products,
and it provides new authority to retaliate against foreign
countries which subsidize exports to third country markets,
thereby displacing sales of competitive U.S. products. These
two amendments were proposed by the Administration in its
1969 trade bill and were approved by the House of Representa-
tives and by the Seriate Finance Committee in 1970,
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In addition, section 301 expands the President's author-
ity to deal with unreasonable, but not necessarily illegal,
import restrictions which burden or discriminate against
U.S. commerce. This is appropriate since an "unreasonable"
import restriction may be as trade-distorting as an
“unjustifiable” or illegal one. For example, if a country
imposed a tariff of 500 percent on an article which was not
the subject of a GATT binding; that would be technically
“legal" even though highly unreasonable. Under section 252,
the President could withdraw tariff concessions in the facé
of unreasonable import restrictions but "having due regard
for the international obligations of the United States "“.
Section 301 requires the President to consider the relation-
ship of actions thereunder to the international obligations
of the United States but this requirement is not a limitation
on the President's legal authority.

Except in the case of restrictions on U.S. agricultural
exports, the President's retaliatory authority was limited to
the withdrawal of tariff concessions, i.e. to increase
tariffs to the statutory (column 2) rates. In many cases,
these rates are very low. Moreover, situations might arise in
which the use of quotas -rather than tariff increases would
be appropriate. Therefore, section 301 permits the President
to impose duties or other import restrictions, without regard
to the column 2 rates, whether the import restrictions are
"unjustifiable" or "unreasonable" and whether they are imposed
on agricultural or on non-agricultural products. However,
this authority is discretionary, rather than mandatory.

Finally, section 301 provides that the President's
action may be taken on a most-favored-nation basis or only
against the offending country. . Section 252 is not explicit on
this issue and, indeed, the withdrawal of concessions on an
MFN basis in the so-called Chicken War resulted in prolonged
and complicated litigation. Although Article XXIII of the
GATT contemplates that retaliation be taken on a selective
basis, cases may arise where it is appropriate to raise
tariffs on an MFN basis, as for example under GATT Article
XXVIIT.
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U.S. EFFORTS TO SECURE IMPROVED
-INTERNATIONAL RULES ON SUBSIDIES

The GATT provides three basic obligations with respect to
subsidies. First, a contracting party must notify the GATT of any
- subsidies (domestic or export) that operate directly or
indlrectly to increase exports or to reduce imports, and agree to
consult on them., Second, contracting parties must not grant
export subsidies on primary products that would result in more
than an equitable share of world export trade for the sub-
sidizing country. Third, contracting parties must cease
export .subsidies on any nonprimary product where the subsidies
result in export sales at prices lower than those in the
domestic market, that is, if they result in dual pricing.

The first two obligations apply to all contracting parties;
the third applies only to seventeen developed countries, .
including the United States, that in 1960 51gned a declaration
relating to this obligation.*

The.United States has expressed dissatisfaction with
these provisions. 1In the first 'place, the United States wants
more comparable treatment between primary (mostly agricultural)
and nonprimary (mostly industrial) products, particularly
since some of the principal subsidy problems relate to agri-
culture.’ Secondly, the ban ‘On export subsidies on nonprimary
products contains no definition of what constitutes an export
subsidy. There is only an illustrative list of practices
(attached). Furthermore, this ban applies only when the
subsidy results in dual pricing. However, subsidies can
stimulate exports through increased ‘advertising, larger sales
commissions, and similar means other ;han lower prices.

In the GATT working group on subsidies and countervailing
‘duties the United States is trying to tighten up the present
rules. As a first step the United States has proposed that an
attempt be made to define what constitutes an export subsidy
~and perhaps supplement this definition by a list of banned
practices. The key issue is how far the United States and other
countries are willing to go in limiting subsidies =-- export
subsidies, domestic subsidies that-stimulate exports, and
domestic subsidies that result in import substitution.

* The seventeen signatory countries of this declaration are
Austria, Belgium, Canada, Denmark, France, Federal Republic of
Germany, Italy, Japan, Luxembourg, the Netherlands, New
Zealand, Norway, Rhodesia, Sweden, Switzerland, the United
Kingdem, and the United States.
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The problem of foreign suhsidies involves both U.S.
imports and U.S. exports. Subsidized exports to the U.S.
market can be countervailed against. However, there is no
adequate remedy under the GATT or under U.S. law to deal with
subsidized products competing with U.S. exports in third
countries. Under the present GATT rules, an exporting country-
injured by such subsidization can request the recipient
of subsidized products to impose a countervailing duty. However,
this country may have no interest in imposing such a duty on
its imports. Consequently, the injured exporting country may
have to resort to competitive subsidization, as the United States
" was once forced to do in exporting chickens to Switzerland.
Another possible remedy. is retaliation under Article XXIII of
. the GATT., The United States has recently initiated an Article
XXIII action against Italy with respect to export subsidies
on steel products., Section 301 of the proposed Trade Reform
Act of 1973 would, inter alia, explicitly authorize such -
retaliation.
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Practices “Generally" Considered
as Subsidies bv the Governments
Accepting the 1960 Declaration

1. Currency retention schemes or any similar practices
"which involve a bonus on exports,or‘re—exports;

. 2. The provision by governments of direct sub51d1es to’
. exporters,

- N The remission, calculated in relation to exports,
of direct taxes or social welfare charges on industrial or .
commercial enterprlses,

4. The exemption, in respect of exported goods, of
charges or taxes, other than charges in connection with
importation or indirect taxes levied at one or several stages
on the same goods if sold for internal consumption; or the
payment, in respect of exported goods, of amounts exceeding
those effectlvely levied at one or several stages on these
goods in the form of indirect taxes or of charges in connection
with importation or in both forms;

5. 1In respect of deliveries by governments or govern-
mental agencies of imported raw materials for export business
on different terms than for domestic business, the charglng
of prlccs below world prices;

6. In respect of government export credit guarantees,
the charging of premiums at rates which are manifestly
inadequate to cover the long-term operating costs and losses
of the credit insurance institutions;

7. The grant by governments (or special institutions
‘controlled by governments) of export credits at rates bhelow
those which they have to pay in order to obtain the funds
- so employed;

8. The government bearing all or part of the costs
- incurred by exporters in obtaining credit.
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SELECTED CONCEPTS AND PROBLEMS IN THE GATT

THE GENERAL AGREEMENT ON TARIFFS AND TRADE (GATT)

X. What Is It?

The GATT is a multilateral trade agreement embodying
reciprocal rights and obligations. The prinziple elements
of the Agreecment are a code of international trade law,
machinery for settling trade disputes, a framework for
negotiating the reduction of tariffs and other trade barri-rs,
and a structure for 1ncorporat1ng in a legal instrument the
agreements reached.

A key principle of the GATT code is that trade should:be
conducted on a nondiscriminatory basis. A sz2cond basic
principle is that protection for domestic industries shall
be provided only through customs duties. While quofas may
be employed for other specified purposes, mainly related to
correcting balance of payments problems, there are strict
rules governing their use.  The third princin»le, reflected
in many provisions of the Agreement, is the concept of con-
sultation to resolve differences among contracting parties.
Annex A contains a brief outline of the provisions of GATT.

II. The Establishment of the GATT .o .

The JInternational Monetary Fund and the International Bank
for Reconstruction :nd Development were established at the
Bretton Woods Confesence in 1944, At this Conference it was
recognized that "complete attainment of...the purposes and -
objectives...cannol be achieved through the instrumentality
-of the Fund alone" and the Conference recommended that. govern- : .
ments seek to reach agreement on ways and means to "reduce
obstacles to international trade and in.other ways promote
‘mutually advantageous internationzl commerCJal relatlons

The U.S. Government had already been working on a proposal;
for an "Internatlonul Trade Organization" ({JT0) and, in 1945
it published a draft proposal for such an organization. Early
in 1946, at the flr;t meeting of the United Nations Economic
and Social Council, the United States intrceduced a veseolution
calling for the cciwvening of a "United Nations Confererce on
Trade and Employment", for the purpose of drafting a charter
for an international trade organization and also to pursue
negotiations for reiuctions in worldwide tariffs. The United
States then published a "Suggestcd-Charter for an International
Trade Orgenization of the United Rations" and it was this draft
that formed the basis for negotiations ieading to the "Havena
Charter” in 1948.

Four multilateral preparatcry conferences were held in
©1946 thrcugh 1948 to draft the ITO Charter and’ the GATT. The
ITO Charter was to be the basis oZf a full United Nations con-
ference on trade and employment. The theory of GATT was that
it would be a specific trade agreement witnin the broader
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institutional context of the ITO Charter. The United States
was concerned to confine GATT within these limitations because
it intended to accept GATT under authority of the Trade Agree-
ments Act (which only authorized the President to enter into
foreiyn trade agreemerts), and then to submit the ITO Charter
to the Congress at some appropriate time in the future. Con-
sequently, the GATT was drafted as a trade agreement and was
originally deSLgned t. include only- those clauses that were
usually embodied in trade agreements and which were necessary
to protect the value of tarlff concessions.

Thus, the preparatory conferences consisted of two simul-
taneous but separate endeavors, namely, the draleng of the
ITO Charter, .and the multilateral trade negot*atlons which were
to be accomplished by the "General Agreement", much ‘of which
would be drawn from the ITO Charter provisions on commercial
policy. The provisions of the Charter and of the GATT drew
heavily upon the then current prlnc1ples and obJectlves of
U.S. commercial policy.

There was widespread domestic support for trade negotia~"’
tions in 1947 since the United States was then in a position
to export substantial quantities of goods. I+ was also recog-
nized that postwar ecounomic difficulties in most of the other
countries of the world raised the spectre of an internationsal
trading system characterized by high .tariffs and nontariff
barriers to imports and discrimihatory'arrangemcnts similar
to those which distorted trade in the 1930's., The' United
States, therefore, took the 1n1t1at1ve 1n promotlng the 1947
negotlatlons. & R -

After 5ix months of negotiatiorn, the results were 1ncor—
porated in the General Agreement offf Tariffs and Trade, which" |
became effective January 1, 1948. “he tariff concessions
exchanged covered two-thirds of the trade among the partici-
pants. In each case the concessions were gencralized to apply
to imports ifrom all'cohtractlng par'les, subject to 'safeguards
undcx certain general provisions designed to prevent their
nullification and 1mpa1rment by other forms "queStrlLtLCu or’

-discrimination.

Many of the GATY provisions, however, were tied to the
.outcome of the Havana Conference on the ITO Charter. At the
First and Second Sessions of the Contracting Parties of GATT
(CP's) in 1948, a nunber of the changes made in the ITO Charter
were carried into the GATT. Additional changes in GATT were
agreed at the second uand third major rounds of tariff nego-
tiations in 1949 (Annecy, France) and in 1950 (Torguay, England).

The Havana Conference ended in the spring of 1948 but it
was not until 1950 that Congress began to hold hearings on the
ITO Charter. Opponents of the ITO waged a strong campaign with
Congress, and in Decenber of 1950 the Executive Branch qnnounced
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that it would not resubmit the ITQ Charter to Congress for
approval. .

The failure of the ITO Charter had major implications
for GATT, since the GATT was drafted with ihe assumption that
the ITO would materialize. With’n the next few years it be-~
came apparent to the contractlng parties that it would be
hecessary to revise GATT in the light of i*s new role.

. At the NlnLh Se531on of the Contracting ParLles (1954 55)
a large number of proposals were made to clarify or strengthen
various provisions of the GATT, some of which reflected changes
made in the ITO Charter in 1948 but which had not previously
been brought into the GATT. Amendments to the Agreement were
incorporated in fcur protocols, only one of whi¢h received the
acceptances required for its entry into force. 1In other cases,
proposals took the form of explanatory notes added in an annex
to the Agreement. Additionally, a charter was drafted for a
limited organization to be known as the "Organization for Trade
Cooperation (OTC)*. The OTC Agreement required Congressional
approval and there was major opposition to it when it was sub-
mitted to Congress in 1956. The Administration eventually also
withdrew the proposal. S ’ . R

Since the GATT was conceived as an interim arrangemgnt
pendlng the establishment of the ITO, it originally entaved
into force under a Protocol of Provisional Application. This
still constitutes the legal underpinning for the application
of GATT a quarter of a century later. A key feature of that
protocol is a "grandfather" provision allowing contracting ':
parties to maintain trade measures inconsistent with the Agree-

--ment if such measures were mandatory under-laws in effect when
.the country became a contracting®party. This prov;s;on, which
was expected to be in force forTonly a transitional period,
“sfill permits countries to maintain many barriers which would -
otherwise be illegal. It has paxticularly hampered progress on
-—agricultural problems-and industrial nontariff barriers.

...I1XI._Background on GATT Operations and Major Cursrent Issues

. Relatively few. of the problems whlch the international

"Ttrading community now faces were not foreseen by the framers
of the ITO and GATT, although the relative importance and urgency
attached to various issues has changed as conditions in the world
economy and relations among the contrscting parties have alter=d’
during the 24 years GATT has bees in force. Thus, the enphasis
in GATT operations during the first half of this period was
51gn1fican»ly different than that which developed during the
1960's and which is reflected .in the curreat program of GATT
activities.

A. GATT Operations Béfore 1960

The first period, ndlng about 1959, was character17ed :
by a heavy concen*ratlon of effort on the reduction of tariffs
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«

and elimination of quantitative restrictions (QR's). Four of
the six general rounds of negotiations that have taken place
were completed in this period and plans for the fifth were
well underway. Progress in this area was.clearly substantial.

Efforts within GATT also resul*ed by 1960 in the dismantling
of most of the extensive network of OR's on industrial products
imposed in the wake of World War II. Many of the key member
countries in this first decade were in the process of recon-
structing their economies from the dislocations of World War II
and suffered from serious balance of payments wroblems which
permitted them, unde:r GATT Article XII and XIV, to maintain a
number of QR's. While the use of these quotas was kept under
detailéd review, their elimination on a major scale.was not -
feasible prior to the widespread move toward convertibility

of the European currencies _in the_late 1950's. . At this time __ _
most European QR's on 1ndustr1al products were ellmlnated,
although a few were retained 1llegally into the 1960's. How-
ever, progress was more limited on QR's covering agrlcultural
products.

While an economic justification and legal "cover" for QR's
existed, relatively little emphasis was given by the Contracting
Parties during this period to liberalization of other nontariff
barriers. This rvresulted in part because the latter measures
were generally less visible than tariffs or QR's and generally
they restricted a relatively smaller portion of trade. Addi-
tionally, a number of nontariff barriers were permitted under
the grandfather clause in the Protocol of Provisional Application.
There were, however, a number of consultations between two or more
contracting parties on particular measures or practices.

While many .of the rules dealing with nontariff barriers,
as well as the permissable exceptions and corditions for their
use, were tightened during the Ninth Session in 1954-55, the
area of agreement that could be reached was not sufficient to
remove a nurmber of the ambiguities end loopholes and, except for
subsidies on industrial products, no further concerted attack
on most of these prob]ems was launchcd until they arose during
the Kennedy Round

While agricultural trade problsms receivod some attention
in the early period of GATT, it was recognized from the start
that for political and social as well as economic reasons in
most if not all countries, this sector would require special
treatment. Although tariffs were reduced or bound on a number
of agricultural products during earlier negotiations, the scope
of activity dealing with other measures that restricted or dis-
torted agricultural trade was limited and progress negligible.
Part of the explanation lies in the fact thal quotas were the
most cormmon type of nontariff protection and, as previously
noted, many countries could invoke balance of payments justifi-
catlons to impose such measures during the 1950's. In other
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cases, quotas were justified because the conntry restricted
domestic production or marketing of the product.

Some of the agricultural measures of greatest concern to
the United States today were less commonly used, e.g., the
variable levy, and became major problems with the implementation
* of the Cummon Agricultural Policy by the European Economic Com-
munity (EZC) 1/. -Another factor which signjficantly discouraged
more vigorous efforts toward liberalization in the agricultural
sector was the resentment and resistence generated after 1955
when the United States obtained an open-end waiver releasing it
from a number of GAWT obligations with respect to trade in pro-
ducts cov:red by Section 22 of the Agricultural Adjustment Act
of 1933, as amended. This waiver remains a sore point in our
reldtions with GATT members and severely limited.our ability to
achieve elimination of agricultural restrictions by others.

B. Operations in the 1960's

The principal elements behind the change in eriphasis
in GATT operations from the latter 1950's to the present were
the formation of several large trading blocs, most importantly
the EEC; the expansion of GATT membership fiom 37 in 1959 to
its preseant 80, largely through the accessicn of developing
countries; and the growing visibility and relative importance
of nontariff barricrs as tariffs were progressively reduced

While the efiects were complex and far reaching, some of
the more significant manifestations affecting GATT were (1)
agricultural trade problems were intensified by the EEC prac-
tices under the Common Agricultural Policy; (2) creation of
trade blocs led to an erosion of the most-favored-nation (MFN)

' . principle which was further impaired by a proliferation of

special preferential arrangements inconsistent with GETT; (3)
issues of particular interest to developing countries -- often .
invoking proposals for special treatment -- received increasing
attention as many such countries acceded; developing countries,

in fact, became a majority of the contracting parties during

the 1960's; and (4! Kennedy Round negotiatiors, while largely
unsuccessful in <iberalizing nontariff barriers, focused attention
on the wide range of such barriers, their effect on the value of
tariff coacessions, and the necessity prior to or during the next
round of trade negotiations of developing more adequate GATT rules
and new negotiating technigues.

1/ The EEC, established in 1958 under the Treaty of Rome, is
that part of the European Communities organization which
has competence in the field of trade and commercial policy.
Customs duties have been eliminated-on tradé with member
countries and a commion external tariff is applied to im-—
ports from other sources. In addition to trade, the EEC
deals with various other aspects of economnic integration.
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~ These factors, reinforced by various others including
political objectives, combined to bring into bolder relief
the weakness of the GATT powers with respect to compliance
and/or enforcement. This weakness was generally recognized
from the earliest days but had been obscured during most of
the 1950's when it generally proved possible to reach a con-.
sensus permitting progress on the most pressing issues, other
than agricultural problems, and when conLractlng parties
typically sought waivers to cover 1mportant actions breaching
their GATT obligations.

C. Major Problems in GATT

A l.-Agriculturzl Trade

The major trading nations differ in the degree to
whlch they conduct or regulate the productlon and distribution
of goods. However, all of them intervene in the agricultural
sector. State trading, production controls, price supports,
QR's, subsidies and other governmental measures are often
applied to agxlculture, but (in Western market economles) they
are less prevalent in the industrial sector.

The Havana Charter contained many provisions relating to
primary products, including provisions providing for inter-
national commodity agrezments. Since the GATT was drawn up
mainly to safeguard tariff concessions, it did not strike at
the heart of the problem of trade in agricultural products,
which has never been primarily a tariff matter. Although the
Contracting Parties have tried to overcome the deficiencies
vstemmlng from the failure of the ITO_ to come 1nLo ex1stence,
major problems still remain to be solved = ) Pra

Secondly, the GATT Protocol of ?rov1sional Application
has hampered progress in agricultural trade. Under the grand-
father' clause of this protocol, governments have been able to
continue a great many restrictions applicable *n trade in
agriculture in 1947 without violazting the GATT.

«  Thirdly, certaln GATT provisions are less vigorous with
respect to primary products than those applicable to industrial
products. For example, export subsidies on manufactured pro-
“-ducts are forbidden; contracting parties may apply export
subsidies to agricultural commodities, however, so long as
this does not result in their taking more than an equitable
share of the world market for the commodity. RAgain, the GATT
prohibition on quantitative import restrictions does not apply
to restrictions that are necessary to the enforcement of govern-
mental programs of agricultural production or marketing control.

Fourth, rounds of trade négotiations in the GATT have re-
lated almost exclusively to the reciprocal exchange of tariff
- concessions. Even in this area it has been relatively difficult
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to obtain from industrialized countries reciprocal commitments
_for the lowering of tariffs on temperate-zone agricultural
products -- and even where tariff commitments apply, they may
be frustrated by nontariff measures. .

The EEC, for example, has not undertaken tariff commitments
on most grains, meats, and dairy products; in 1955, as noted
above, the United States obtained a waiver permitting it to
apply those restrictions required by Sectiun 22 of the Agricul-
tural Adjustment Act. '

In sum, the GATT fails to deal satisfactorily with agri-~
cultural problems because:

. a. In most countries agriculture is regulated and supported
by governmental measures to a greater degree than is industry,
and these measures distort agricultural tr-de; .
- b. The GATT dves not contain the provisions of the ITO

Charter related to commodity trade, since the GATT was drawn
up primarily to preserve the benefits of reciprocal tariff
concessions pending acceptance of the ITO charter.

c. The GATT is admlnlstered prov131onally and does not apply,
to mandatory legislation pre-dating 1947;
o d. CerLaln provisions of GATT (e.g., those relating to export
subsidies) allow greater freedom for agricultural than for indus-
tr1a1 nontarlff ‘measures.

e, Trade negotlatlons in GATT have related almost entlrely
to the exchange of tariff concessions;

L
.

--£. Many countries have refrained from glVlng tdrlff con~
cessions ion temperate~zone agricultural commodities and have
often felt it necessary to apply nontariff measures to trade

_in such commodities even when -these items have been .subject to .
tariff conce551ou . ’

~The process Jf world industrializatjon has tended to draw
people from the’ land to the cities, while at the same time
scientific advances have enabled rapid increases in agricul-
‘tural ouiput per man hour of rural employment. These two
developments have not had.uniform impacts in all countries.
In each country, however, there are strong domestic political
positions relating to the best way to cope with the problems
of industrialization, land use, and income distribution. Each
country has its own program for dealing with these matters --
and each such program has effects on foreign agricultural trade.
~ No country is willing completely to subordinate its domestic
agricultural policy to foreign trade considerations. Such con-
siderations, in turn, provide a basic reason why international.
agreement has not been reached for the suppression of tariff and
nontariff obstuacles to trade in agricultural products.
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Even so, it is worth noting that the GATT has not failed
entirely "in the agricultural field. For example, in pre-Kennedy
Round negoLlatlons the United States obtalnea valuable tariff
concessions and bindings on canned fruits, "variety meats"
industrial tallow and tcbacco. Also, duty free bindings for
cotton, soybeens as well as soybean oil cake and meal, and
duty bindings for canned fruits and vcgetab1es were obtained
from the EEC in 1960-62. The Kennedy Round brought agzecment
on a World Grains Arrangement and agricultural concessions
covering nearly $870 million of 1964 foreign imports of agri-
cultural products from the United States. Kennedy Round tariff
concessions covered 75 percent of dutiable agricultural imports
from the United, States Ly Japan, 50 percent by Canada, 49 percent
by the ‘EEC and 28 percent by the United Kingdom.

2. Preferential Trading Arrangements

The General Agreement requires that "any advantage,
favour, privilege or immunity granted by any contracting party
to any product originating in or destined for any other country
shall be accorded immediately and unconditionally to the like
product originating in or destined for the territories of all
o6ther contracting partinms." Two articles in the General Agree-
ment allow important exceptions to this MFN priaciple. These
are Article ¥XIV, providing for the establishment of customs
unions or free-trade zreas, and Article XXV:5, providing that
"In exceptional circumstances not elsewhere provided for in this

. Agreement, the CONTRACTING PARTIES may waive an obligation im-
posed upon a contracting party by this Agreement." ‘Exceptions
granted under Articl . XXV require a two-thirds majority vote
before the exception tan be ¢ranted; vhereas, Article XXIV
agreements require a negatlvc finding before the parties are
prohlblted from maintaining them or puttlng them 1nLo force.

Prior to the late 1950' s, most exceptions were sought under
Article XXV. In 1956 the European Free Trade Association (EFTA)
was notified to GATT as a free-trade area within the meaning of
GATY Article XXIV, and in 1957 the EEC was notified as a customs
union under Article XXIV. The GATT Working Parties examining
these agreements reached no agreement as to whether or not
these associations, wefe in accord with GATT Article XXIV. Thé
absence of a negative vote thus resulted in a de facto accept-
ance of the associations. The EEC entered into force in 1957
. and EFTA in 1960. In the Western Hemisphere the Latin American
Free Trade Associztion was formed and notified under Article XXIV
in 1960. GATT again had no recommencations and the Agreement
entered into force in 1961. :

The majority of the post-1960 agreements notified to GATT
have been interim agreements presented under Article XXIV and
have been between the ZEC and other countries, The first EEC
agreement was with Greece and‘the next two were with countries
in the Caribbean and Africa that formerly had been associated
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with certain of the EEC countries. The agreement with Greece
-was justified as an economic necessity as well as a political
responsibility for the Community. The other two were justified
as evolving from hjstoric ties between some countries and certain
EEC member states. However, the completion of these agreements
led to olhers: (1) for the sake of equity in the case of othex
African countries and Turkey, and (2) tc¢ maintain the economic
and commercial equilibrium among nations in the Mediterranean
Basin. The maintenance of economic and commercial equilibrium
also is being put forward as the reason for needing a free
trade area with-the six EFTA countries not applying for full
membership in the Community.

The United States often has made clear its opposition to
preferential trading arrangements not meeting the requirenents
of Article XXIV, but it has thus far stoppe” short of pressing
for a formal GATT 11nd1ng on the legality of some of the indi-
vidual agreements in part because of pOllLlCal and nllltary
considerations. However, it has sought various changes in the
arrangements and in all cases is on record as reserving all
U.s. rlghts under "the GATT.

Although legal authorities have noted the extreme amhiguity
of the GATT provisions covering customs unions-and free trade
areas, there is litlle question that some 6f the arrangements
notified fall short of the rcguirements of Article XXIV. It is
nevertheless unlikely that, if pressed to a decision, the Con-
tracting Parties would make a negative finding on any of the
agreements since a majority are parties to one or more regional
arrangements involving preferences’. Moreover, one provision of
Article XXIV would allow approval, by a.twc-thirds majority, of
proposals which do not fully comply prov1ded the proposalg lead
to the formation of a customs union or free trade area in the
. Sense of the articles; no time limit is specified.

In 1970, the EEC concluded agreements with Spain and Israel
and now is negotiating with four EFTA members for the enlargement
of the EEC and with the other six members of EFTA for industrial
frec trade agreem2nts. Faced with a large number of previous
agreements and with the prospect of at least six new preferential
agreements which could have a substantial effect on third-country
trade, the United States notified the EEC, Spain, and Israel in
the fall of 1971 that it would seck consultations under the GATT
provision for dealing with nullification or impairment of bcnef*ts.

The Executive Branch is now examining what steps to take to
preserve the rlghts of its traders. Meanwhile, as a result of a
U.S. initiative, GATT recently also undertook a study of trade

- conducted under MFN .and non-MFN tariff rates. The report is

. ‘due by June 1972. The Council then will examine the results

~ and implications, both for world trade and for the GATT system,
of the proliferation of special and preferential tradlng arrange-
ments.
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3. Nontariff Barriers

As already indicated, trade negotiations in the GATT
have primarily concerned tariffs. The 1947 GATT agreement did
establish international rules on a rumber of nontariff barriers.
Also, nonteriff barriers were taken into account in evaluating
the benefits to be gained from concessions in tariff negotia-
tions. However, partly because of the height of postwar tariffs,
it was not regarded as essential to deal directly with nontariff
barriers in trade negotiations. Furthermore, because of their
heterogeneous nature, negotiations on nontariff barriers are more
complex and, .because they are often imbedded xn long-standing
domestic leglslatlon, it is more ditficult to 1mplement any
negotlated agreecments.

: As tariffs were reduced, nontariff measuxes became rela-
tively more important barriers to trade. During the Kennedy
Round some countries conditioned their tariff cuts on other
countries' actions on nontariff barriers. For example, the EEC,
the United Kingdom, and Switzerland linked their tariff cuts

on chemicals to U.S. action on the American selling price basis
“of customs valuation. After the Kennedy Round, increasing
attention was paid to nontariff barriers partly because it was
feared that in order to compensate domestic produceéers for
.loss of tariff protection new nontariff measures might be intro-
duced or old ones might be rigorously applied. :

The elimination or reduction of nontarlff barriers is an
important part of the GATT Work Program which was initiated at .
the end of the Kennedy Round. On the basis of countries' noti-
fications, an inventory of more than 800, nontarlff barriers was
compiled and examined by the Committee on Trade in Industrial
Products established in 1968 to handle the nontariff barrier :
part of the Work Program. The next stage of work was a seanch :
for possible solutions for the major barriers. For this purpose
five working groups were establishad to consider the nontariff
barrier categories into which the notificatious had been grouped:
(1) government perticipation in trzde (e.g., state trading and
subsidies); (2) customs and administrative procedures; (3)
standards (product, health, and safety); (4) specific limitations
on imports and exports (e.g. QR's); and (5) restraints by the
price mechanism (e.g., import deposits). In these groups various

"solutions to these he{erogeneous problems have been proposed and
discussed.. .

On the basis of GATT work thus far, nontariff barriers can
be classified according to the adeguacy of GATT rules relating
to them. The following four categories are relevant: (1) non-~
tariff barriers where GATT rules arce adequate but are violated;
(2) nontariff barriers where GATT rnles are not adequate;

(3) nontariff barriers where no GATT rules exist, and (4) non—
tariff barriers of a bilateral nature.
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Adequate rules. Some nontariff barriers are main-
tained even though the GATT rules prohibiting them are clear
and are generally recognized as equitable. A prime example
of such a restriction is import quotas maintained by Japan
after thair justification for balance of payments reasons no
longer exists. However, not all restrictions that conflact with
GATT rules are illegal. Although some nontariff barriers violate
GATT rules, they are technically legal under the Protocol of
Provisional Application or other accession protocols or under
waivers of GATT obligations that have been granted by the Con-
tracting Parties. The United States maintains a number of such
Jegal but .inconsistent restrictions -~ "Final List" custowus
valuation practices, for example. Other countriés ‘also maintain
such restrictions but usually no: to the sizme extent. :

Inadequate rules. GATT rules on nontariff barriers
may be inadequate because countries interpret them differently,
because they are not detailed enough to provide for acceptable
implementation, or simply because they are not good rules. An
example of differing interpretations is the U.S. contention
that TV screen quotas are not permitted under Article IV as
are motion picture screen quotas. However, the United Kingdom
and some other couutries have maintained that TV screen gaotas
are perritted undes: Article IV and are not specifically mentioned
only because recorded TV programs were not of trade importance
when the GATT wag negotiated in 1947.

" The ban on the use of export,subsidies for non-primary
products 'is an pxample of the lack of specificity of GATT rules.
Because there is‘no clear or complete definition of what con-
stitutes an export subsidy, this-ban 1s not effective:in, .some
instances. = -

Some GATT rules are either impracticable or economically
unsound. In the case of third country export subsidization, for
example, the GATT remedy is for the injured exporting couatry to
ask the importing third country to impose countervailing duties

on the products cof’the export-subsidizing ccuntry. In such cases,
. the importing country is the beneficiary of the subsidization and,
therefors, may be very reluctant to impose countervailing duties.
In fact, this provision has been inoperative.

No GATT rules. Some nontariff-barriers are not subject
to GATT rules. This is particularly true of new restrictions
that have emerged from changed conditions and technological
developmants. Recent European efforts toward the international
harmonization and certification of product standards is a case
in point. However, some restrictions of long standing, such as
preferences to domestic producers in government procurement, are
subject to few or no GATT rules. ’ . .

Bilateral nontariff barriers. Some nontariff barriers
are exclusively or prlmarlly bilateral matters that are of tco
limited interest to require new or revised international rules.

94-754 O - 73 - 12
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A number of U.S.-Canadian problems fall into this category ~-
Canadian restrictions on imports of used automubiles, for
"example, which, while applying to used -automobiles from all
countries, in effect ouly restrict U.S. exports.

During the postwar period, QR's were the most
important nontariff barriers on industrial products. However,
developed countries have eliminated virtually all such restric-
tions on industrial products except for japan, and the Japancse
light of quotas has been reduced to a relatively few items of
interest to the United States. Furthermore, the so-called

"automatic"” llcensing systems maintained by Jagan and some
European countries are the subject of priority attention in
the GATT nontariff barrier work program. The most important
or potentially important nontariff barriers maintained by
foreign countries today relate to subsidies, guvernment pro-
curement, and standards.

a. Subsidies. The orlginal GATT Egreement (1948)
had only a very weak- provision requiring contracting parties to
(1) report any subsidies they maintained which operated directly
or indirectly to increase exports or reduce imnorts and (2) be
willing to discuss the possibility of limiting any such subsidies
which seriously prejudiced Lhe interests of other contracting
parties.

Some of the original GATT countries wanted strong
provisions sharply limiting export subsidies. Agreement could- -
not be reached, however, largely because 'the United States felt
it could not agree to such rules in view of the operation of .
its farm programs and the probable adverse Corgresslonal reactlon
to export subsidy limitations.

In 1S wb, with U.S. support, additional GATT pro-
visions deallng expllcltly with export subsidies were negotiated.
Under thesc¢ new provisions, each contracting party agreed that if
it granted, directly or indirectly, any form of subsidy that .
operatcd o increase exporits of any primary product from its
territory, such subsidy would not be applied iIn a manner which
resulted in that contracting party having more than an "equitable
share" of wcrld export trade in that product. The new provisions
also required the elimination, as from January 1, 1958 or tha

“earliest practicable date thereafter, of all export subsidies
on nonprimary prcducts which resulted in sales for export at.
prices lower than comparable prices charged for like productu
to buyers in the domestic market.

The new GATT export subsidy provisions relating
to primary products want into effect on October 7, 1957. Those
relating to nonprimary products, however, did not become effective
until November 14, 1962 and then only for the developed countries
in GATT. .
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Desplte this improvement in international trade
rules, subsidies rontinue to represent an important source of
trade distortion. The most important export subsidies are in
agricultural trade which is not covered by the new GATT export -
subsidy ban. Majnr countries continue, however, to apply some
measure affecting-industrial trade that appear to result in
51gn1flcant indirect export subsidization. In addition, there
is growing conceri. regarding the incidental effects on trade
of purely domestic subsidies and other government ass:sLance
to industry.

It should be noted that negntiations on ruvles
covering subsidies have until recently been heavily influenced
by the situation in the United States. In the early postwar
period, the United States was the major export subsidizing
country and U.S. rasistance prevented effective rules from
being adopted. Since U.S. subsidies were concentrated in the
agricultural sector, however, it was possible in the mid-1950's

to negotiate fairly strong limitations on nonprimary product
" subsidies, while Jleaving the primary product area with very
weak rules to take care of U.S. and, by then, some other
@eveloped countries' problems. .

: During the 1960's, U.S. subsidies on the export
of agr:cultural goods became relatively less important while
those_ of other developed countriess -- particularly the EEC -= ..
increased in importance. = New rules will now be very difficult
to negotiate because they will require fundamental changes’'in__
“'policies and practices of a number of major countries. :

L

The most detrimental export .subsidies to U.S.
trade are those employed by theFEEC and Denmark on certain
agrlcultural commcdities. The BEC spent $1.11 billion in 1970
to support agricultural exports valued at $1.9 billion. . The
level of EEC expenditure for subsidies has more than doubled
since 1966. Those commodities ‘receiving the heaviest subsi-
dization have been wheat and barley, milk and cheese and canned
hams. Danish subsidization of agricultural exports is sacond
;only to the EEC in its importance to U.S. trade. Subsidies
- granted on exports of poultry, butter and canned hams are most
significant. Subsidization of cheese exports by Switzerland
has also dlsturbed U.S. farm interests. B

The degree of current U.S. subsidization of
agricultural exports is relatively small. .The largest payments
are made for the export of wheat grain, in accordance with terms
and obligations of the International Wheat Agreement. Subsidies
are also granted for exports of rice, unmanufactured tobacco,
and lard, The totel value -of U.S. export payments was $148
million in 1970. More significauat from the viewpoint of our
trading partners, however, are PL-~480 shipments of farm com-
modities to the less developed countries under the Food for
Peace program. PL-480 shipments of wheat, rice, and vegetable
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oils were valued at approximately $958 million in 1970.
canada and Australia have been particularly critical of the
effect of this program on thelr exports to the less developed
countries.

Since the developed countries (excluding South
Africa and Australla) put.into effect the GATT provision banning
export subsidies on nonprimary goods, government "aid" to ex-
porters of industrial commodities had been largely indirect.
Liberal tax deductions for expenditures associaled with developing
overseas markets and the availability of export financing at con-
cessionary rates throuch government-controlled finangial in-
stitutions are the methods most frequently employed to boost
export ‘sales. The United States has only recen:ly decided to
provide an incentive of its own to exporters thiough the
rechanism of the Domestic International Sales Corporation (DISC).
More direct means of eiport subsidization currently utilized by
developed countries include rebates of direct taxes for in-
creased export earnlngs (Australia) and the rebate of indirect
taxes at a rate which usually results in a rebate substantially
more than the amount cof charges prev1ously paid by the exporter
(Italy). :

The relationship of domestic subsidizaticn to
- international trade has not been clearly determined, but in-
stances of public grants for the establishment of export-
.oriented. firms (Michelin Tire Co. in Canada) certainly have .
the objective of improving a country's balance of trade
through government ald. -
b. Government procurement,  GATT Article III
provides that imported products shall not be treated less
favorably than domestic products with regard to internal
taxation or regulation. This obligation does not apply, how-
ever, to purchases of goods by govermnments for governmental use.

When the GATT was negotiated iii 1947, the United
States wanted the "national treatmeni" obligation to apply to’
government procurement (except for national defense). The
Contracting Parties decided, however, that an attempt to reach
agreement on such a comiitment would lead to. exceptions almost
as broad as the commitment itself.

: : The lack of agreed international rules in this
‘field, and the restrictiwve practices employed by governments,.
is an jmportant nontariff barrier. Liberalization of governnent
procurement practices is especially important to the United
States since public ownership and control of production is far
more extensive in other major'countries than in the United States.

Several years ago, parLly because of the lack of
GATT rules, a complaint was made in the Organizatjon for Economic
Cooperation and Development (OECD) against U.S. "Buy American”
practice, Consideration of this complaint suhsequently led to
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the current attempt in the OECD to develop an international
code on goveérnment procurement. A major objective of other
countries is to obtain the elimination of margins of preference
accorded domestic producers in the United States on government
contracts. The major U.S. objective is to obtain agreement. on
open procedures that would eliminate administrative controls
through which most other countries give effect to their buy-
national policies. Another problem to be resolved is the
extent to which new rules would apply to state and local
government purchases and those of guasi-governmental bodies.

"o .¢. Standards. The EEC is in the process of
harmonlzlng product standards among the member states. In
addition, harmonizstion and certification agreements are
planned for a score of products by the nominally-private
standards organlzatlons in EEC and EFTA counLrles. .

) The harmonization of product standards in
Europe can facilitate trade. It is much easier to export to
a’'single multicountry market than to the present different
European markets provided the harmonized standards are not
designed to hamper trade. Similarly, certification agreements
under which countries agree to accept each other's products
without further testing, can also facilitate trade provided
they are not exclusive arrangements.

u.s. 1n~cresL in this question was spurred by R
the potential trale effects of an exclusive European arrange-
ment for the harmonization and certlflcatlon of electronic . .
components. This arrangement amoAg the. members of the European
Electricual Standards Coordlnatlng Committee (CENEL) is the
subject of a U.S. complaint in the GATT. ;

The GATT has no rules that relate specifically
to standards. 1In fact, since the GATT is an agreement among
_rcvernmeﬂts, ‘the whole field of voluntary standards and cf
certification agreements among private natlional standaids |
~bodies is outside the GATT framework. Conscguently, the best
that could be done with: respect to the CENEL agreement on
electronic components was to obtain a commiiment from the
_goverhments of the CENEL countries to use their best efforts
to persuade their national standards bodiées to permit U.S. '
industry participation. Such a commitwent was obtained at-a
meetlng in London in June 1971. ,

Legislation has been 1ntroduced in the Hous
(H.R. 8111) and the Senate (S. 1798) to facilitate the pazt1c1—
"-pation by U.S. industries in the CENEL electronic components
agreement and in similar future arrangements in other products.
Hearings in both the House and the Senate have been completed
but no further action has been taken. If U.S. industry -is to
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take édvantage of the oppoxtdnlty to participate in international
harmonization and certification arrangements, this leglslatlon
should be enacted in the near future.

Standards is one of the subjects chosen for
priority attention in the GATT nontariff barrier work program,
not only because of its importance, but becausz it appeared
that concrete results might be possible here as compared with
other areas. All countries have an interest in this question.
and, in large part, work on standards deals with potential
trade barriers rather than with rollbacks of existing restric-
tions, which -are often deeply imbedded in long- standlng legis-
lation or regulations. .

Since early 1971 GATT work on standards has
focused on the drafting of a-code that would ensure that
standards are used to facilitate, rather than to.hamper, in-
ternational trade. This code would deal with both government
and private actions ‘in this field. From the U.S. viewpoint,
an essential part of such a code is that regional harmonization
‘and certification agreements should be open to all parties
willing and able to participate in them.

: Although the EEC ‘has held back in the drafting of -

.a GATT code, it appears that both the EEC and the United Kingdom
are interested in the conclusion of a standards agreement. How-
_ever, they may not want a code concluded in the near future... -
The EEC product directive program for the harmonization and
certification of standards is behind schedule and, therefore,

the EEC may prefer that any 1nterna4lonal agrscment be deferred.
Furthermore, the activities of the private European standaxds
organizations are just beginning to spread to products other

than electronlc components.

4. Border Tax Adjustments

GATT rvles permit conntries to apply to imports taxes
equivalent to internal indirect taxes (efg., excise and other
consumption taxes) and to relieve exports of such taxes. The
rules do not permit similar "border adjustments" for direct
taxes (e.g., income or profits taxes). N

These ~ules were proposed by tle United States at the
time the GAYT was ncgotiated and reflected long standing prec-
tices of the United States and other major trading countries.
During the 1960's, however, the United States *egan to challenge
the fairness of these rules. U.S. concern stemmed from its own
balance of payments difficulties and the possibility that im-
pending major changes in European tax systems (particularly
conversion to and harnon17atlon of taxes-on- value added) might
1nten51£y these difficulties.

he U.S. argument was that the GATT rules

n '
a al n’lu on the ascunmt-.nn that indircct

: essence
would be trade neutr m
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taxes were always fully shifted forward into product prices
while direct taxes were never shifted forwexd. If these
.assumption did not hold -~ and the Uhited States believed

‘they did not -- then, with fixed exchange rates, the applica-
tion of the GATT rules would give a trade advantage to countries
with extensive indirect tax systems. Any increase in indirect.

- taxes or the cunversion of direct to indirect taxes in Lhcse
countries would intensify the advantage.

At the request of the United States, the issue was
examined both in the OECD and GATT. Most countries disagreed
with the U.S. position, arguing that the implicit tax shlleng
assumptions of GAT! were approximately correct and that in any
case it'vould probebly be impossible as a practical matter to
devise a better system. No recommendations for rule changes
were adopted but procedures were set up in the OECD and GATT
to examine major tax changes as they occurred .

More recently, the matter was examined by President
Nixon's Commission on International Trade and Investment Policy.
After studying the main options that have beern suggested, the
Commission expressed its belief that no "realistic alternative
to present international trade rules relating to internal
taxation can be devised to cope with these problem° - Primaxy
reliance must be placed on an improved balance-of-payments
adjustment policy". In addition, the Commission recommended
that the United Stales. "make maximum use of the reporting and
consultation procedures recently establishad in OECD and GATT
in order to explore specific ways of minimizing adverse trade
effects of contemplated tax changes."

The recent realignment of exchange rates and reform
.0of the international monetary system should go a long way,
toward easing the trade problems associated with differences
in national tax systems.

IV. "Modernization" of the GATT

Within the pest five years the question has often arisen
in the United States as to the adequacy of GATT to deal with
current trade problems. A comprehensive examination of this
subject is currently underway in the Executive Branch. -

Therre is little argument thet the Agreement has proven
more effective in some areas than others. ©Nor is there any
dispute that rome of the rules shculd bz tightened and ceartain
loopholes eliminated., In the case of agricultural trade,
particularly, major changes in approach are required. While.
GATT rules have certainly deterred countries from adopting’
damaging trade practices in many cases-and provide a means of
exertlng pressure for the early removal of 1llegal measures
in other cases, the increasing number of major infractions in
recent years has highlighted the weakness of the prov151ons
dealing with compllance and enforcement. .
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Even the most severe critics of the GATT have seldom
suggested that the Agreement be scrapped; and the stronger
supporters recognize the need for some revision. The problem, ,
in realistic terms, is how to obtain the changes the United
‘States considers desirable without losing the benefit of pro-
visions which . .have proven effective. As the negotiating history
confirms, GATT was largely modeled on basic principles of U.S.
commercial policy.  There is a serious risk that if a comp]etely
new agreement were to be negotiated today, some of these pr1n01-
ples could be weakened rather than strengthened.

In its present form, most provisions of GATT can be amended
by majority vote of the member countrles, each of which has one
vote. *This process proved difficult in the past; it would be
even more difficult today, with 80 contracting parties and the
majority made up of developing countries. The interest of the
latter group is less in strengthening the provisions of concern
to the United States than in securing special treatment from
developed countries and further exceptions from obligations
for developing countries. Moreover, since a large number of -
the developing countries have or are seeking special trade and
‘aid arrangements with the European Community, they have tended
to support the Community in differences with the United States
on issues of key importance.

Within GATT, the Work Program now underway is focusing on
new approaches to both tarifi and nontariff problems. Somne
progress has already been made and the current monetary and
trade discussions among the major powers should give further
impetus to both the scope and pace of the work. Not all of the
options have yet been fully explored but serious attention is
being given to such posslbllltles as the development of Key’’
country agreements, codes covering national practices d1rec11y
or indirectly affecting foreign trade, clarilication of existing
rules, and sector negotiations to reduce or eliminate tariffs.
As in the past, there has been little progress on new approaches
to provide greater access and less distortion of trade patterns
in agricultural products. The United States is pressing s-rongly
for a more active program in this area.

While it would be pfemature to forecast the changes which
the Executive Branch may propose in the structure or rules of.
the GATT, there seems to be widespread support for developing
pragmatic new .approaches to strengthen anl enforce the Agreement
rather than for initiating a comprehensive, formal renegotiation
of the basic provisions. Problems in this arza also involve
decisions, still pending, on other basic elements of long term
U.S. foreign economic policy, including such non-~trade aspects
as foreign investment and monetary relations. In solving these
interrelated problems, important decisions will also have to be
reached with other countries é4n the appropriate division of
responsibility among international lodies and in some cases for
closer cooperation among their Secretariats. These matters are
all under detailed examination and it is the intention of the
Executive Branch to keep ;he Congress informed as new proposals
emerge. . L -
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Annex A

The General Agreement in Outline

Tre General .Agreement has 38 Articles. They are bfiefly
described below:

ARTICLE I is the key artlcle guaranteelng mos t- favored—
nation treatment among all members.

ARTICLE II provides for the actual tariff reductions
agreed to under GATT: they are llsted in annexed Schedulev
and thus consolidated. . .

ARTICLE IIIX prohlblts internal taxes which dlscrlmlnate
against imports.,

ARTICLE IV (c;nematograph films), V (freedom of trans;t),
VI (anti-Qumping-and counteérvailing duties), VII (customs
valuation), VIII (fees and formalities), IX (marks of orlgln)
and X (trade regulations) are the "technical articles”
designed to prevent or control possible substltutes for
tariffs. (Non-tariff barrlere\ .

"ARTICLE XI to XIV deal with quantitative restrictions:
XX is the general prohibition of them; XII specifies how they
may be used for balance-of-payments reasons; XIII requires .
that they be used without discrimination, apart from exceptions
- specified in XIV (see also Article XVIII) .

ARTICLE XV concerns GATT co- operatlon with’ the InL°r—
national Monetary Fund. ) . .

" ARTICLE XVI calls for elimination of export subsidies.

ARTICLE XVII requires state-trading enferprlses not to
dizcrininate 1n tnelr foreign trade. - .

ARTICLE XVIII recognizes that developing countries ﬁay
‘need tariff flexibility, and to he able to apply some,quenti- .
tative restrictiong to conserve foreign exchange. C

ARTICLE ~IX prescribes when emergency action can be taken
against imports injuring domestic producers.

ARTICLE XX and XXI specify respectively general and secu-
. tlty exceptions to the Agreement (e.g. to protect public health).

. ARTICLE XYII deals with consultatlons, and XXIII with the
settlenent of disputes.

ARTICLE XXIV regulates how customs unions and free trade
areas may constltute exceptions to the most- favored -nation
rule. . .
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Annex A
Page 2

_ARTICLE XXV provides for joint action by the member govern—‘
ments: it is under this Article that waivers are granted.

. ARTICLES XXVI to XXXV are rules about the operation of GATT
itself. They deal with its acceptance and entry into force
(XXVI), withdr-~al of tariff concession~ from former members
(XXVIX), rules for teriff negotiations and changes in tariff
schedules (XXVIII), the relationship between GATT and the
:still-born Havana Charter (XXIX), ameridment of the Agreement
(xxx), withdraw from GATT (XXXI), the definition of "con-
tracting parties" (members) (XXXII), accession to GATT (XXXIII),
the annexes to the Agreement (XXXIV), and noa-application cf the
GATT ;ules between particular members (XXXV). .

A ARTICLES XXXVI, XXXVII and XXXVIII form Part IV of the
Agreement, concernel with the special needs of the developing
countries. Article XXXVI sets out GATT's principles and
objectives in meeting these needs. Article XXXVII states com-
mitments which members undertake to this end, and Article
XXXVIII provides for Jjoint action by them.

SOURCE: ~ Summary by the GATT Secretariat
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MOST-FAVCRED-NATION TREATMENT

THE MFN PRINCIPLE

. The unconditional most-favored-nation (MFN) principle
prov1des that reductions in tariff rates or other trade
concessions evtended to one dountry automatically be extended
to all other countries entitled to such treatment. It has
been the basis for the six rounds of multilateral tariff
- negotiations that have been conducted under the General
Agreement on Tariffs and Trade (GATT).

The MFN principle is the cornerstone of the GATT. It
is applied not only to customs duties and other charges, but
more broadly to "any advantage, favor, privilege or immunity
granted by any contracting party to any prcduct originatlng
in or destined for any other country." MFN provisions in the
GATT, for example, apply to movié films, internal mixing reguire-
ments, transit of goods, marks cf origin, guantitative rostric-
‘tions, interrnational trade by state enterpriscs, measures to
assist economic development,.and mneasures for goods in short
supply. g

Traditional acceptance of unconditional MFN stems from
several advantages. In principle it promotes economic
. efficiency by assuring equal warket access to foreign surpliers;
it eliminates a source of discrimination and contention Letween
governments; it provides a stable basis for trade concessions
reducing export risks; and it aids multilateral trade
negotiations by reducing their complexity and by providing
assurance that more favorable treatment which might be” .
extended to any country would be extencded to-all; and it -
reduces the cost of customs administration by permitting
singie-duty rates for each tariff donor and ellmlnates the
need for rules of orlgln determination. -

’

MAJOR EXCEPTICNS TO MFN PRINCIPLE

Therc are a growing number of preferential trading
arrangements that censtitute exceptions to the most-favored-
nation principle. A recent study has found that the percentage
of GATT countries' trade at preferential rates has increased
from 10.1 percent in 1955 to 24.3 percent in 1970. Ixcluding
trade in the Europcan Ccmmunity, the share of trade at preferentiel
rates remained at 8.4 percent, but probably has since increased
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as several preferential arrangements between the EC and African
and Mediterranean countries have been implerented Continuation
of these trends is in prospect with the EC's enlargement and
conclusion of trade agreements with the remaining merbers of
the European Free Trade Association (EFTA) .

To the extent that the multilateral trade negotiations
‘lead to reductions in tariff rates and non-tariff barriers
they will corresponéingly reduce discrimination against third
countries in preferential trade arrangements. This would be
_of particular benefit to the U.S.

U.S. EXCEPTIONS

-~ Column 2 Countries: Except for Poland and Yugoslavia,
the U.S., levies the generally higher column 2 rates of the
tariff schedules rather than MFN rates on imports from certain
countries, chiefly Albania, Bulgaria, the People's Republic
of China, Czechoslovakia, the German Democratic Republic,
Hungary, Romania, Mongolia, and the USS5R; the U.S. has placed
a virtual embargo on trade with North Viet Nam, Noxth Korea,
and Cuba. The Administration is-seeking authority for the
President to grant MFN authority to these countries on an
individual basis when he believes it is in Lhc natlonal
interest to cdo so. oy

-~ U.S.-Canada Auto Agreement: The 1965 U.S.-Canadian
Automotive Products Agrecment involves elimination of customs
dutle on trade between the two countries in new vehicles and
S parts imported for use as original equipment. The U.S.
obtained a GATT waiver with respect to this Agreement.

- PthlPB}hea. The Laurel- Langlcy Agreemcnt between -
the U.S. and the Philippines, which expires in 1974, provides
for reciprocal, periodically declining taxiff preferences.

It is one of the preferential arrangements in existence when
the GATT was framed that are covered in the "grandfather clause"
of Article I. -

OTHER COUNTRIES' EXCEPTIONS

Customs Unions and Free-Trade Arcas:

Article XXIV of the GATT permits customs unions (i.e.
with a common external tariff) and free-trade areas that eliminate
internal restrictions on trade provided certain conditions are met.
The leading customs unions and free trade areas include:
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-- The EC, a customs union consistlng of the six.
signatories of the Treaty of Rome in 1957 and now being,
enlarged with the accession of the UK, .Denmark,. and Ireland
under an interim agrecment leading to a customs unicn. In
negotlatlons on the EC's enlargewent that are currently taklng
place in Geneva, the U.S. is seeking to majntain the benefits
-obtained in past GATT negotiations for exports of particular
products. Where the U.S. cannot maintain these benefits
uninmpaired, it will seek compensation.

~~ EFTA, a free~trade-area arrangement formed in 1960,
and now made up of Norway, Sweden, Switzerland, Austria,
Portugal, Iceland, and Finland. The UK and Denmark which
© are joining the EC, are also still members.

. == The EC-EFTA trade arrangements, i.e. those between’
the EC and jindividual FFTA countries that have not applied’
to join the EC, The U.S. believes they do not conforn with
GATT requirements, will seek adjustment or compensation where
its exports are impaired, and will reserve its GATT rights
if this is not forthcoming.

-~ Latin Mmerican Free. Trade Association (LAFTA), an
interim agreerment lcading toward a free-trade area, formed
in 1960 and now consisting of eleven South American states. .

Other than Customs Unions and Pree-Trade Arcas:

-- EC Special/Reverse Preferences: The EC has preférential
..trade agreements which will extena to nearly 80 countries and
dependent terxitories in Europe, Africa, the Near East, ard .
the Caribbean area by 1975. U.S. exports to .the EC will face.-
higher import barriers than goods of participating countries.

In addition, the reverse preferences obtained by the EC from'®
some of the developing countries participating in such arrangements
will disadvantage U.S. exports. The U.S. is endeavoring to
eliminzte the discriminatory feutures of special tradtng arrange-
ments. :

-~ Preferential Trading Arrangements among Developing Countries:
Developing countries have entered into a number of trade arrangements
among themselves. The general policy of the U.S. has been that
these arrangcients should be given .careful examination in the
GATT to determine in each case whether the potential contribution
"to economic development in the participating countries so sub-
stantially outweighs the possible damage to third countries
as to warrant a waiver. . '

© -- Commonwealth Preferences: the British Commonwealth

. preferences are covered in the "grandfather clause" in the
GATT. Those extended by the UK to imports from less developed
Commonwealth countries are to be’extended by the EC now that
the UK has acceded. The UK's prefercnces for developed
countries are to be dropped or, in the case of certain imports
from Australia and New Zecaland, gradually eliminated. The
future status of preferences extended by Commonwealth countries
to the UK and to each other has yet to be determined by many

of the countries involved.

GENERALIZED PREFERENCES

Sixteen Western industrialized countries are extending
preferences to.less developed countries. Title VI of the
TRA secks Congressional authorization for the U.S. to
“implement such a system.



182

COMPENSATION AUTHORITY

The General Agreement on Tariffs and Trade (GATT) provides
that countries entering into tariff commitments with other
member countries must maintain the general level of tariff
concessions which they have granted in negotiations. .'Whenever
a member country finds it necessary to withdraw a tariff con-
cession it has made, to increase a rate of duty which it

has bound against increase, or impose import restrictions,

the country taking the action must enter into negotiations
with affected member countries to restore the general level

of its commitments. This usually requires the granting of new
concessions to replace those which are being withdrawn or
modified. Generally, such negotiations on compensation are
conducted under the provisions of Article XIX regarding
emergency actions (the U.S. escape clause falls in this .
category), or under Article XXVIII which spells out the pro-
cedures for the renegotiation of concessions.-

If the country withdrawing or modifying a concession fails

to offer compensation, or if any- of the affected countries
consider the compensation offered to be inadequate, the
affected country can retaliate by withdrawing concessions of
equivalent value from the country taking the initial action.
Any disputes on the adequacy of compensation offered are sub-
mitted to the membership of the GATT for decision.

Up to June 30, 1967, when the tariff reducing authorities of
the Trade Expansion Act expired, the United States always had
authority to make compensatory concessions whenever it invoked
the escape clause after a Tariff Commission investigation

or when it renegotiated concessions under Article XXVIII. From
that date until the present, the United States has been unable
to make compensatory concessions. However it has been-able to
avoid retaliation against its exports when it took action under
Article XIX and XXVIII for two reasons: (1) A number of escape
clause actions taken prior to 1967, for which compensation had
been extended, expired and the United States was entitled to be
recompensated by the countries it had compensated previously.
These credits have been used to offset claims against the
United States for the escape clause action taken on pianos and
the renegotiation of the U.S. tariff concession on stainless
steel flatware; (2) A number of countries have expressed an
understanding of the position of the United States and have
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indicated their willingness to withhold claims for compensa-
tion until the United States obtained compensation authority
from the Congress. The escape clause action on certain
earthenware and chinaware articles falls in this category.

‘Because of the necessity of living up to its international
obligations and because such obligations continue to exist
after a tariff reduction authority expires, the Administration
has proposed in section 404 of the trade bill a permanent
authority for the President to grant compensatory concessions
whenever he finds it necessary to increase duties or impose
import restrictions on products subject to international
-commitments. The authority enables the President to

reduce any duty by 50 percent from the existing level and can
“be used only for the specific purpose of compensation.

Duties of 5 percent ad valorem or less (or tne ad valorem
equivalent thereof) are exempt from the 50 percent limitation.
All decreases in duty made under the compensation authority
can be staged if it 1s deemed desirable.

A permanent compensation authority has not been requested before
.because it was never anticipated that the President would be
without tariff reduction authority for a period as long &s six
- years. Hence it was considered unnecessary. Since the
authorlty to compensate is related to any United States action
increasing duties or imposing import restrictions, the
Administration considers that the orderly conduct of our
international trading relations requires that the President
have a permanent compensation authority. Such an authority

is basically a housekeeping authority to avoid retaliation
against U.S. expérts when the United States finds it necessary
to take trade restrictive actions.
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THE GATT APPROPRIATIONS PROBLEM

" Problem T o

’ N N .

The United States adhered to the GATT in 1947 by
executive agreement under authority of the Tariff Act -
of 1930, Section 350, as amended.. U.S. participation
in the organization has been funded through the Department
of State's International Conference and Contingencies
Appropriation. Such funding is generally authorized under
Title 22, Section 2672, of the U.S. Code, which provides for
U,S. participation in international activities for which
no provision has been made by treaty, convention or
special act of Congress. . .

©_How Will the Trade Rill Remedy the Problem?

Section 422 of the Bill authorizes'annual appropriations
of "such swns as may be necessary for the payment by the U.S.
.@f its share of the expenses of the contracting parties to
the Agrecment." This prevision would place U.S. participation
on a normal footing and enable the Department of State to
request. funds for this purpose under its appropriation for
contributicus to international organizations.

GATT BUDGET
1969-1973

The GATT budget, which operates on a calendar year basis,
is funded by assessed contributions from the contracting
parties to the Agreecment. These assessments are based on
- each country's share of world trade.

Total Assessed U.S.:Assessed © U.S. Assessment as

Year GATT Budget* Contribution - Percent of Total
1969 $3,375,000 ) $508,790 15.7%

1970 $3,700,000 $571,440 16.43%

1971 $3,885,000 $632,810 . 16.33%

1972 . $4,738,200 $706,550 15.9%

1973%* $6,601,541 $1,019,938 © 15.45% -

The GATT has a staff of 192 employees, including 85 professional
level personnel., Of these, five are American citizens. )

*The total assessed budget is slightly less than the total

GATT budget. The difference is covered by income from other

" sources (e.g., sale of GATT publications, etc.).

**In October 1972 the GATT changed the denomination. of its
budget from U.S, dollars to Swiss francs. The 1973 dollar
fiqures represent the equivalent amount in francs calculated
dt the official exchange rate prevailing as of March 27, 1973
(ome Swiss franc = .3105 dollars).
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GATT ARTICLE XXIV NEGOTIATIONS
~ ON EC ENLARGEMENT

" On January 1, 1973, the Unlted Klngdom, Denmark, and
Ireland acceded to the European Communities. Over a five-
year transitional period ending July 1, 1977, these three
countries will adopt the Common External Tariff, other trade
regulations, and the Common Agricultural Policy of the EC,
including the varlable levy system.

Article XXIV contains the GATT criteria for the forma=-
tion (or enlargement) of customs unions. Under Article
XX1IV:5(a) provisions, an enlarged European customs union
would be permitted provided that the duties and other regula—
tions of commerce applicable to third countries are not
higher or more restrictive on the whole than the general
incidence of these measures in the Six members plus the three
acceding countries prior to their accession.

GATT Article XXIV:6 obligates the enlarged EC to nego-
tiate with other contracting parties on all items on which
concessions of the United Kingdom, Denmark or Ireland will be
modified or withdrawn. Under the applicable Article XXVIII
provisions, the United States has the right to negotiate on
each concession item being modified or withdrawn which it
initially negotiated with one or more of the acceding coun-
tries and/or in which it has;a principal supplying interest in
one or more of the acceding Countries. The United States also
has the right to consult on concessions which are being
modified or withdrawn by the acceding countries in cases
where the United States has a substantial trade interest. In
addition, the United States retains negotiating rights on
grains in the UK schedules and rights which were suspended on
certain grains and rice arising from the Dillon Round Article
- XXIV:6 settlement in 1962 on the schedules of the original Six
EC members.

In cases where adoption of the CXT results in the -
increase of a duty on which the United States has negotiating
rights, the United States can claim compensation if the
increase in duty of cne acceding country is not offset by
decreases in the rates of other acceding countries on the
same product. While the United States is required to accept
"internal compensation,” it is not required to accept offers
of compensation on other products. If a satisfactory
settlement is not reached, the United States can withdraw
substantially equivalent concessions.

On March 15, 1973, the United States and the EC began
bilateral negotiations in Geneva with respect to U.S. claims
_ for compensation under Article XXIV:6. The EC has taken
the position that the concessions they are offering by
. . J

94-754 O - 73 - 13



186

extending the concessions granted by the original Six members

. to the three acceding countries are greater than any compensa-
_tion which might result from renegotiations under Article

" XXIV:6. The United States has stated that it does not agree
with this premise,. and that it wishes to address in these
negotiations the issues of maintaining advantages obtained

in past negotiations for exports of particular products and
compensation in cases where we cannot retain benefits unimpaired
from past negotiations. k .

Some sectors and individual products in both agricul-
ture and industry clearly will face higher levels of import
. protection. Grains, tobacco, and citrus fruit on the agricul-
tural side and paper, certain chemicals, business machines,
excavating machines and aircraft on the industrial side are
examples of products on which the CXT is higher than the rates
applying to U.S. exports in one or more of the acceding coun-
tries. . '
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EC AGREEMENTS WITH AUSTRIA, ICELAND,
‘PORTUGAL, SWEDEN AND SWITZERLAND

Agreements providing for eventual duty-free trade, primarily in
industrial products, between the nine-member European Communities
-(EC) and Austria, Portugal, Swedén and Switzerland became effec-
tive on Januaxy 1, 1973. A similar agreement between Iceland and
the EC has been signed but not yet fully implemented. Finland
and Norway may also implement suth arrangements with the EC.

Under the terms of these agreements, tariffs aJe to be completely
eliminated in specified stages on all items traded between these
countries and the EC which fall in Chapters 25 to 99 of the
Brussels Tariff Nomenclature (mainly industrial products and raw
materials). The EC agreements with Austria, Sweden and
Switzerland call for the complete removal of all tariff and other
barriers on two-way industrial trade by July.l, 1977, except in
the case of paper products and several other exceptions, where a
. longer transition period is specified. Complete duty-free trade
in industrial products between the EC and Iceland will not be
achieved until 1980, while the Portuguese agreement spec1f1es a
,transztlon period extending until 1985.

These agreements do not provide for a common external tariff as
.in the case of EC enlargement. Instcad, the EC and each partici-
pating EFTA country will retain their present tariff structures
on imports from third countries.

Substantial U.S. trade interests will be affected by these agree~
ments. EC imports of industrial goods from the U.S. totalled
$7.7 billion in 1970, while the seven non-applicants imported
$1.5 billion in industrial products from the U.S. in that year.
Since U.S. exporters will continue to face external tariff rates,
while trade between the parties to the agreements will eventually
be duty free, an impairment of U.S. exports can be expected,
particularly where European products are already competitive with
U.S. exports.

In addition to the tariff provisiorns, the agreements contain a
complex system of “rules of origin." These rules are used to
deterxrmine whether a given product can qualify for "origin" status
within the participating countries and is therefore eligible for
favorable tariff treatment when exported from one party to the
agreements to another. In some cases, these rules could have an
.inhibiting effect on the export of U.S. parts, components and raw
materials, since usage of non-origin components in the manu-
facturing process of one of the signatories to these agreements
could disqualify a finished product from obtaining "origin™

status. As .a result, the finished product would be subject to

the full external tariff on export to another signatory.

The impact of these rules on U.S. commercial interests is present-
ly under study within the U.S. Government and the Trade Information
Committee has announced that hearings on the impact of the agree-
ments will be held in mid-May. Industry testimony at these
-hearings should lead to a more complete understanding of the
effects of these complex rules of origin, and assist in determining
what future U.S. actlon may be approprlate.

The EC agreements with Austrla, Iceland, Portugal, Sweden and
Switzerland will be examined by the GATT beginning in late May of
this year. The U.S. has advised the parties to these agreements
that it intends to fully protect its commercial interests against
impairment, including adverse effects from- the new rules of origin.
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MOST-FAVORED-NATION TREATMENT FOR NON-MARKET
ECONOMY COUNTRIES

. MOST-FAVORED-NATION.TARIFF TREATMENT
FOR NON-MARKET ECONOMY COUNTRIES

Objectives of Trade Reform Act

v

The proposed bill would authorize the President to

enter into bilateral commercial arrangements to extend
MFN to imports from countries which are now assessed at
column 2 rates or to imports from countries which become
parties to multilateral trade agreements to which the
U.S. is also a party. The authority to extend MFN to
non-market economy countries is a fundamental principle
involved in the normalization of commercial relationships.
The issue of MFN tariff treatment has been and will con-
tinue to be directly related to (although not necessarily
a quid pro quo) settlement of financial, commercial, and,
in some cases, non-commercial issues which would be of
direct benefit to the U.S.

Reasonable progress or agreement on settlement of
financial issues, such as defaulted dollar bonds or
nationalizaticn claims, is often considered a prerequi-
site to extension of MFN fariff treatment. Commercial
issues which have been negotiazted simultaneously with
MFN include industrial property rights (copyrights,
licenses and patents), availability of business facili-
ties for private U.S. firms, market disruption provi-
sions, arbitration procedures for industrial disputes,
and an improvement in official commercial representation.
Non-commercial issues which may be tied to MFN include
consular, cultural and scientific exchanges; improvement
in U.S. embassy conditions; visa procedures, etc.
While MFN authority is viewed as a cornexstone of the
negotiating process for the normalization of commercial
relations and improvement of opportunities for U.S.
exporters in Eastern Europe and the USSR, the bill
provides for the extension of MFN initially for no more
than three years, with renewal permitted provided a

. satisfactory balance of trade concessions has been
maintained. The bill also provides that the President
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may for national securlty or other reasons- suspend-or
withdraw, in whole or in part, the appllcatlon of MFN
treatment. .

Present Tariff Treatment of Non-Market

Economy Countries

MFN tariff treatment cannot be extended to imports

from any of the Communist countries except Poland and
Yugoslavia. U.S. imports from Albania, Bulgaria,
Czechoslovakia, the German Democratic Republic,

Hungary, Romania and the USSR are subject to the high
statutory rates of the Smoot-Hawley Act of 1930 and do
not benefit from the extensive reductions since negoti=
-ated and extended on a non-discriminatory basis to all
non-Communist countries. At least among the developed
countries, the U.S. is alone in applying this type of
differential tariff against Communist countries. The
latter generally consider this the outstanding economic
issue in their relations with the U.S. Several retaliate
by directing their foreign purchases away from U.S.
sources or by applying higher duties against U.S. goods.

The effect of denial of MFN varies depending on the
nature of the commodities which the particular country
ships or could ship to the U.S. The effect on the USSR
has been nominal, largely because U.S. imports from there
have been primarily raw materials or primary products, on
which U.S, tariffs are low or nil and on which MFN con- :
cessions have been small or have been limited to bindings.
The effect is much greater on countries such as Czécho-
slovakia, whose traditional exports to the U.S. have had

‘a high component of manufactured goods.

Origins of the Legislative Prohibition on MFN
-Preatment for Communist Countries

In an exchange of notes with the Soviet Union on

July 13, 1935, the United States granted selective
tariff reducticns to Soviet exports for one year in

. exchange for a Soviet commitment to increase signifi-
cantly its purchases in the United States. The agree-
ment was renewed in 1936. In 1937, full MFN was
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granted.and extended by annual agreements until 194&
‘when the time restriction was lifted.

Following a heightening of Cold War tensions, Congress
directed, in the Trade Agreements Extension Act of 1951,
the withdrawal of MFN from countries dominated or con-
trolled by the world Communist movement. All Communist
countries to which the U.S. had previously extended MFN
were affected, except for Yugoslavia which was held to,
fall outside the Act. (MFN had never been extended

to the People's Republic of China.)

In 1960, in step with other accords reached with
Poland, including a settlement of U.S. nationaliza-

" tion claims, the President determined that Poland was
not Soviet-dominated within the meaning of the Trade
Agreements Extension Act of 1951, and MFN treatment was
restored on December 16, 1960.

The Trade Expansion Act of 1962 removed the area of
discretion previously available to the President in
granting MFN and required/denial of non-discriminatory
treatment to all Communist countries or areas. In
effect, this meant that non-discriminatory treatment
‘'would have to be withdrawn from Poland and Yugoslavia,
the only two Communist countries then benefiting from
MFN. Congress subsequently modified this provision
‘through the Foreign Assistance Act of 1963, Section 402,
which allowed the President to retain MFN for countries
receiving it at the time of the enactment of the law on
the basis of a national interest determination. On

. March 26, 1964, the President made the determination
permitting continuation of non-discriminatory treatment
for Poland and Yugoslavia. The 1963 legislation is still
in force and prohibits the extension of MFN to any other

. Communist country.
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SECURITY ASPECTS OF EXPANDING EAST-WEST TRADE

’

The authority requested under this legislation will
have no effect on the exercise of security trade con-
trols of the United States, vhich are provided under
separate legislation.,

The Export Adminjistration Zct of 1969 authorizes the
President to control exports of United States commodi-
ties and technical data to all foreign destinations, as,
necessary, for three purposes: protection of natioral’
security, furtherance of foreign policy, and protection
against excessive drain of scarce materials (short
supply). The Baqual Exvori Ovvortunitv and Intorna-
tional EBconomic Poliicy Act of 1572, which anended the
Act ‘of 1909, reguired review of the then existing
‘unilateral commeodiiy export controls and burdensome
procedures, consultation with representatives of

United States government ‘agencies and qualificd experts
from private industry for the purpose of assuring that
United States export restrictions, except in specially
~justificd cases for rcasons of national security, shall
be no more extensive than those imposed by countries
with which the United States has defense treaty commit-
ments. The latter countries are most notably those with
which the United States cooperates in a system of
multilateral security export controls through the
Coordinating Cormmittee (CCCOM) composed of the NATO
countries, (except for Iceland) and Japan.

The Mutual Defence Assistance Control (RBattle) Act

of. 1951 provides the legislative basis for U.S. parti-
cipation in COCC4. That Act sets forth the U.S. policy
of applying &n embargo on the shipment cf arms, atonic
energy materials, and other items of primary strategic
significance to nations that threaten the security of
the U.S., and of seeking the cooperation of other
nations in that effort.

’ The Trading with the Enemy Act (authority for Foreign
Assets Controls and Cuban Assets Controls), the Atciic
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) Energy Act, and the Mutual Security Act of 1954
Tauthority for Munitions Control) are also relevant

to security trade controls. Taken as a whole, this
legislation constitutes a system of control over exports
of military, nuclear, and advanced industrial goods
which can contribute to the development or enhancement
of weapons and the means of their delivery.

This system is based on the well-established right in
international law of any government to take action for
the protecction of its security interests -- a right
recognized in Article XXI of the General Agreement on
Tariffs and Trada. Article 8 of the bilateral Trade
Agreement between the United States and the Union of
Soviet Socialist Republics is illustrative of similar
clauseg that are customary in trade agreements to which
the United States or one of its allies is party. It
assures that the exercise of the authority that would be
prov1ded under the proposed trade legislation will not
impair -the ability of this:nation fully to protect its
security 1ntercsts.

The highly selective strategic controls that are main-
tained by the United States and other cooperating coun-
tries for their.mutual security needs are sufificiently
specialized in their impact that their maintenance is
fully consistent with the overall objective of expand-
“ing East-West trade relations as a whole. Both U.S.

and COCOM controls are reviewed on a continuing basig
in order to assure that the export controls maintained
by the United States, either alone or in concert with
its allies, exert a minimally restrictive eifect on
exports consistent with the needs of national security.

’
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U.S.-U.S.S.R, COMMERCIAL AGREEMENTS

The U.S.-U.S.S.R. Trade Agreement is designed to .normalize
U.S.~Soviet commercial relations and to provide a com-
prehensive and clear framework within which private American
firms can do business with tle representatives of the non--
market, centrally-planned economy of the U.S.S.R.

Provisions of Agreement

The Trade Agreement, and the accompanying series of arrange-
ments signed on October 18, 1972, provide for:

1.

2.

reciprocal granting of trade access equal to

that granted to the most-favored trade partner:

a market disruption provision under which the
U.S.S.R. has agreed that, after consultations, it
will not ship products to the United States which
the U.S. Government has advised will "cause,
threaten or contribute to disruption of its
domestic market": .

encouragement and facilitation of bilateral trade
with the expectation that the total bilateral
trade over the three-year period of the Agreement
will at least triple the total bilateral trade
experienced during the three years preceding the
Agreement;

placement of substantial orders by the U.S.S.R.
for U.S. machinery, plants and equipment,
agricultural products, industrial products.and
consumer goods:

establishment of a U.S. Commercial Office in
Moscow and a Soviet Trade Representation in

Washington, to be opened simultaneously at a
location and on a date to be agreed upon;

availability of U.S. business facilities in the
U.S.S.R. equivalent to those granted businessmen
of other nations, and availability of appropriate

‘facilities in the United States for Soviet foreign

trade and other organizations, and

encouragement of third country supervised
arbitration in the settlement of commercial
disputes (in contrast with past U.S.S.R. policy
of encouraging arbitration under the ausplces
of Soviet tribunals).
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status of U.S.-U.S.S.R. Commercial Discussions

Because the U.S.-U.S.S.R. Trade Agreement provides for
reciprocal granting of (MFN) most-favored-nation treatment
for exports of both countries, it cannot enter into force
for the United States until enabling legislation is passed
by Congress. If MFN is not granted to the U.S.S.R. by
1975, Soviet payments under the Lend-Lease Agreement,
. signed on October 18, 1972, will be suspended. EX-IM
Bank financing has been made available to the U.S.S.R.
independent of the Trade Agreement.

EX-IM Bank. On March 21, 1973, Eximbank signed its first
two agreements with the U.S.S.R. for credits totaling
approximately $90 million, which will support total U.S..
export sales of approximately $200 million. Approximately
$190 million will be utilized in connection with purchases
for the Kama River truck plant. A third credit, for §11.5
million, was later signed and will be used in connection
with the sale to the U.S.S.R. of approximately $26 million
in submersible electric pumps.

Industrial Cooperation. The Soviet Union is also discussing/
" negotiating a wide range of possible transactions with
American firms, including natural gas and o0il production

and the Kama River truck’plant. The conclusion of contracts
for some of the larger of these projects could have a sub-
stantial, positive impact on the U.S. balance of trade and

on domestic employment. Some of these transactions would
involve eventual U.S. imports of Soviet products in re-
payment for the equipment and technology provided on credit.

Business Facilitation. The matter of business facilities
and of access to end-users in the U.S.S.R, traditionally
has posed problems in U.S.-U.S.8.R. commercial relations,
Progress in these and related areas has already been made
even though the U.S.-U.S.S.R. Trade Agreement has not
entered into force. »

l. The Sovie% Commercial counselor's Office in
Washington has moved into new quarters following
U.S. approval of a lease on new property.

2. U.S. Embassy Moscow is currently negotiating
with Soviet authorities for comparable office
space to expand our Economic-Commercial Counseloxr's
office in Moscow.

3. fThe U.S.S.R. has recently indicated readiness to
begin discussions on the subject of a Trade
Representation. ™
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4. Two U.S. industrial concerns, Pullman, Inc. and
Occidental Petroleum, received official
accreditation to operate offices in Moscow
shortly before the signature of the Trade Agreement,
while Chase Manhattan obtained authorization to
establish a representative office after the
signing. .

S. Following prompt U.S. Government authorization
in December 1972, the U.S.S.R. established a
Kama River Purchasing Office in New York to
promote Soviet orders of automotive equlpment
from U.S. flrms.

6. United States firms have been discussing possible
participation in developing a major new inter-
national exhibition area in Moscow, particularly
the construction of a large hotel/business office’
complex and an exposition hall.

- 7. The U.S8.S.R. announced on February 27, 1973 its
intention to adhere, as of May 1973, to the Universal
Copyright Convention, to which the United States
and 62 other countries belong.

Joint Commercial Commission. The Joint U.S.-U.S.S.R.
Ccommercial Commission, established during President Nixon's
visit to Moscow in May 1972 has held two formal sessions
(July and October 1972), which resulted in the negotiation
of a trade agreement:; arrangements for reciprocal granting
of government credits: and a Lend-Lease settlement. The
third meeting, not yet scheduled, is expected to take place
in Moscow during the second half of this year.

In addition to the Commission's mandate to monitor the
spectrum of U.S.-Soviet commercial relations, its current
specific tasks include continuing discussions on a possible
double taxation agreement, business facilities, and on U.S.~
U.S.S.R. participation in the development of resources

and in the manufacture and sale of raw materials and

other products. A working group on natural gas was formed
last October.

The Joint Commission will also have respon51blllty for
implementing the U.S.-U.S.S.R. Trade Agreement when it
enters into force.
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TRADE OUTLOOK

'US exports to the USSR and Eastern Europe may increase
significantly in the future as trade relations are normalized.
Estimated 1978 US exports to the USSR and Eastern Europe,
under present conditions, are from $.7 to $1.1 billion,
excluding grain purchases. This represents an increase of
five to seven times the level of US exports in 1972,

Estimated US imports from the USSR and Eastern Europe
under present conditions and composition of East~West trade
are from $358 to $658 million in 1978, Thus, over the next .
five years a sizable favorable trade balance to the US is

- expected.

With normalized commercial conditions, US exports of non-
agricultural commodities could reach $1.9 to $2.8 billion by
1978, Specific products which rank as having good export
potential include machine tools for metal working, electric
measuring and controlling instruments, equipment for
lifting and loading, and agricultural and drilling machinery.
It is also expected that US éxports of agricultural commodi~
ties, in particular feed grains, will continue to expand. In
addition, a considerable potential exists for sales of
complete plants and technology.

Various studies have attempted to quantify the effects of
MFN on Soviet products most likely to be imported into the
US., The present estimate indicates that for any year MFN
treatment would result in additional imports from the USSR
of $10 to $25 million above the amount that would otherwise
be imported. ’
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HARXDT DISRUPTION o o
Although it is not foreseen that there will ba
extensive injury to demestic ‘industries due to indreased
quantitics of goo:is imy ortod “*om non-uwarket econoiny.
countries, somz cor sures may be 1nvur‘ed
from tine to tlme fcr CCILdln U S. pvoﬁucers.

At Prc~ent, conplalnts of serious 1n3L*v or threat
of serious injury io U.S. industry dve to import competitios
vom whatever source) ares invdstigated by the Tariff
ission under the escape clause plov ;ions of the
'~pansion Let of 14962, which givers the Fresident
- to restrict trade if the Cen sicn asg
idry. In addition, complaints of injurious

catad
Comnission

by tha Dey moent ot.the Treoasury and t Tari
under the Antidumping Rct of 1921, and special duaping
dutign are mandatory if both find in the affirmative.
Yhe countervailing duty provisions of the Tariii Act of
s special duties to be impos if the Secrcd Y
) sury finds that a "bounty or grant" (subsidy). is
being conterrad on foreign experts to t .5,  (whis

‘countecvailing duty is to bé appliced irrespective of wicthex
there li iajury rcsultin&_ﬁafm the subsidy.)

Section 505 of the Trade keforxm Act of 107% provides
an appropiiate statutory basic for dealing with Zmports
from countries with non-market ccononic It cc lishes
.more casily satisficd criteria feor dztevmining ubcether
matcl-ul injury te a domestic industry bas occursad . or is
likeldy to oceur due to imports from countries ¢ )
mos L-T vo; -nation treatient under this title,
gives the President autbority to restricl imporis,
1noxv30;nl countries without taking action on noa
imports of like prOuucts froem marLeL—economv ountrlc,.

Special safecuard nicasures in bilateral trade agrecinenis
w:th non-narket e¢ccenomy ceuwntries could provide furthex
means <X dealing vith Lh_s prchlem. approach cou]u
take the form of ation of *ha spacial G
ohligations en rt-cconony enkbars to
hold congult ~-ﬂu“nall} acceplable
solutions i oned market dis-
rupt JUu, ve acticn
by the W“\JWC 26, Al-
toxn“":‘ i that cach
sure that
threaten

vianh [‘Lo\ u,Jon

import» o the othas

ceuniry 8o “hot couse o
Anjury to its ¢ :

:3tic mazket,
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STATUS OF COMMERCIAL DISCUSS1ONS
WITH OTHER NON-MARKET ECONOMY COUNTRIES

BULGARIA

The Bulgarian Government has recently expressed a
desire to commence negotiations on obstacles to the
development of U.S.- Bulgarian trade. Discussions are
. in progress on a consular conventlon, but no trade
negotiations have begun. .

CZECHOSLOVAKIA

In 1961 discussions were begun aimed at resolving
mutual financial claims (blocked assets, defaulted
dollar bonds, gold, nationalization claims). No
agreement was signed at that time. Recently the
Czechoslovak government indicated its willingness to
reopen discussions on the claims and initiate dls-
cussions on trade issues.

GERMAN DEMOCRATIC REPUBLIC

The GDR has indicated a willingness to discuss out-
standing commercial issues, but no formal discussions
have been held to date.

HUNGARY

A claims agreement, covering government-to-government
obligations, was signed March 6, 1973. At that time,
the U.S. Government indicated to the Hungarians that
it would support MFN for Hungary. In addition, issues
were outlined, including the availability of business
facilities for American firms and the extension of
government export financing, which would have to be
resolved in connection with extension of MFN. Pre-
lininary discussions have also been held between the
Hungarians and the Foreign Bondholders Protective
Council on the settlement of defaulted dollar bonds.

PEOPLE'S REPUBLIC OF CHINA

.In June 1971 the embargo on trade with China was
lifted, permitting virtually all imports from that

country as well as most exports of a non-strategic
" nature.

Recent steps taken toward improving U.S.-China trade
relations include an agreement in principle, announced
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on March 2, to settle the frozen assets problem, and

the formation on March 22 of the National Council for
U.S.-China Trade to promote trade and commercial.
relations. 1In February, agreement was reached to
establish Liaison Offices in the capital of each country.
No formal trade negotiations have been begun. .

" POLAND

An agreement on nationalization claims was signed in
1960 for payment of $2 million annually over a period
of twenty years. Most-favored-nation tariff treatment
"was restored to Poland by Executive determination on
December 16, 1960,

Major progress toward normalization of U.S.-Polish .
commercial relations has been made over the past twelve
months. The joint U.S.~Poland Communique, signed June
1, 1972, established a Joint American-Polish Trade Com-
mission to broaden and facilitate bilateral trade
relations. The Second Session, held in Washington on
November 4~8, 1972, resulted in agreement on most of
the outstanding economic and commercial issues. Working
groups were established to work out the details. The
following are elements of the trade protocol:

Export-Import Bank Credits. The President made

a determination to extend EXIM facilities to
Poland on November 8, 1972, The Polish government
stated that the appropriate credit facilities of
the Bank Handlowy (Trade Bank) in Warsaw would be
available to U.S. purchasers of Polish goods and
services. : . ) .-

Arbitration of Commercial Disputes. An exchange

of letters on November 8, 1972, stipulated agree-
ment to encourage settlement of commercial disputes
by arbitration under rules of the International
Chamber of Commerce, or.of the Economic Commission
for Europe.

Market Disruption. The United States and Poland
reaffirmed adherence to their obligations under

the GATT and agreed to consult in the event imports
cause,; threaten, or contribute to domestic market
disruption.

Trade Offices. The United States has agreed to
the establighment of a Polish Chamber of Commerce
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office in San Francisco. The United States has
established a Trade Development and Technical
Information Office in Warsaw and a technical com-
mercial library to disseminate trade information.
The Office will provide information services for
individual American businessmen including (a)
completed market research as available, (b) office
and conference space, (c) assistance in obtaining
secretarial and translation services, (d) assistance
in identifying and meeting appropriate Polish
Government and industry leaders, and (e) a small
exhibition area. -

Oon February 5, 1973, an agreement was reached to defer
for four years the PL-480 installments due in 1973 and
1974. The postponement carries interest of 6 percent
per annum on unpaid balances. .

The Working Group on Business Facilities of the American-
Polish Trade Commission met March 1-7, 1973 and dis-
cussed the framework for mutual accreditation of com-
mercial and technical offites. The issues -discussed
included procedures and criteria for establishment of
offices, office and housing facilities, availability

of communications equipment, advertising, personnel,

tax’ treatment, license fees, tariff treatment, multiple
entry visas, and exchange rates.

Other issues under discussion include a draft maritime
agreement concerning port access, consultation procedures,
commercial shipping practices,"a long-term agricultural
agreement, an industrial cooperation agreement, and U.S
review of a draft tax treaty .submitted by the Polish
government in October 1972, 3

ROMANTIA

The United States and Romania signed a claims. agreement

in 1960, whereby all government-to-government claims

were resolved. In 1964 an exchange of notes covered

a mutual establishment of govérnment commercial

offices in the United States and Romania, as well as coming
to an understanding in the treatment of patents and
licenses. Remaining issues to be negotiated with

Romania include MFN, outstanding Romanian dollar bond
debts with private U.S. bondholders, and business
facilitation.

Export-Import Bank loans and guarantees were authorized
by Congress in 1971 and implemented for Romania in
November 1971 by a Presidential determination. 1In
1972, Overseas Private Investment Corporation (OPIC)
programs were authorized: a bilateral agreement on
standard procedures for OPIC's programs is currently
being negotiated. The United States and Romania have
also begun discussions on a double taxation agreement.
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JOINT VENTURES IN NON-MARKET ECONOMIES

Possibilities for equity joint ventures exist under the laws of
Yugoslavia, Hungary and Romania. Industrial cooperation agree-
ments--a broader concept not necessarily involving equity partic-
ipation--are possible in most of the non-market economy countries.

Joint ventures and industrial cooperation agrreements with the
West are attractive to Fastern European countries as potential
sources of:

51) much-needed hard currency;
2) Western technology;

(3) Western style managerial skills; and

(4) markets in the west for goods produced in
: conjunction with a known Western partner.

~They also offer the following potential benefits for the Western
partner:

- (1) the U.S. firm will be able to sell goods, and/or
receive royalities for the establishment of the
enterprise;

(2) in view of the non-market structure of the state
trading organizations, good business relations
with Eastern European officials may increase the
U.S. firm's market for other products, either within
the same country or within Eastern Europe (including
the U.S.S.R.); and

(3) in areas where Eastern European industry is more
advanced than our own, new technology may be learned.

Three Eastern European countries, Yugoslavia, Romania and Hungary
have passed laws specifically encouraging the establishment ¢~

joint ventures; in all three cases, these laws provide for-no more
than 49% foreign ownership, repatriation of profits in hard currency,
and eventual repatriation of capital.

Yugoslavia's Taw has been in force since 1967, and some 76 joint
ventures with foreign countries have resulted (only five, however,
have been with American companies). A prominent American company,
the Control Data Corporation, recently signed an agreement to
establish an equity joint venture in Romania. The Hungarian
legislation has not been tested.

Poland and Czechoslovakia do not have specific laws regulating joint
ventures, but seem receptive to them at the present time. There are
currently three quasi-joint ventures involving American firms in
Poland, and Czechoslovakia has been in negotiations with another
American company. -

The U.S.S.R. likewise has no specific law regulating joint ventures-
but is interested in the concept. The Fiat plant at Togliattigrad
involved joint cooperation with Italy, and the Soviets are currently
negotiating with both American and Japanese firms with a view

toward establishing joint ventures for exploration of Soviet
resources, specifically natural gas and petroleum. . Currently,
however, these ventures do not contemplate any outside ownership

of the means of production. '

94.754 O - 73 - 14
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EXPORT FINANCING

The lack of credit available to finance U. S. exports to:
Eastern Europe and the USSR has been a significant constraint
on the level of such exports. ' The so-called Fino amendment
prohibited Eximbank credits to communist countries until it
was modified by the Export Expansion Finance Act of 1971.

The modification restored to the President discretionary
authority to permit the extension of export credits and/or
guarantees to communist countries in those cases where he
determined it to be in the national interest. Under this
provision, Romania, Poland, and the USSR have been determined
to be eligible for Eximbank credits. (Yugoslavia has used
Eximbank facilities for a number of years.)

Eximbank financing works in conjunction with commercial financing.
The normal configuration for an Eximbank direct credit consists
of 10% cash, 45% extended by Eximbank at 6% interest, and 45%
extended by a commercial bank at a negotiated interest rate.

As of mid-March, 1973, Eximbank's actual credit exposure in
Eastern Europe was as follows: Yugoslavia--$410.1 million;
USSR--$101.3 million; Romania--$23.7 million; and Poland $12.3
million. ' :

-Commodity Credit Corporation

~Commodity Credit Corporation (CCC), provides immediate cash

payment to the U. S. exporter of agricultural commodities by
purchasing accounts receivable. Exports of wheat, feed grains,
cotton, and other commodities (but not soybean products) are
eligible for financing for up to three years under this program..
CCC interest rates range from 6 1/8 to 7 1/8 percent. In March
1973, the following amounts were owed to CCC: Poland $62.2 million;
Romania $33.0 million; Yugoslavia $100 9 mllllon, USSR $258 6
.million.

OPIC . '

The Overseas Private Investment Corporation provides assistance
to U. S. enterprises investing in developing countries; it has
invested substantial effort in preparing the ground for U. S.
equity investment in Romapnia and Yugoslavia. OPIC is awaiting
Yugoslav ratification of a signed agreement and expects to

~ conclude a similar agreement with Romania by the end of March.

While the U. S. portion of East European trade is currently
very small--only 5 percent of East European trade with the
industrialized West--it is anticipated that with increased
normalization of economic relations between the United States
and the East, the U. S. will be able to increase its share of
the Free World's trade with Eastern Europe. An example of the
possible magnitude of such trade can be found in U. S. trade
with Yugoslavia, in which U. S. suppliers have had some trade
experience; the U. S§. share of Yugoslavian imports from
industrialized countries is close to 10 percent.
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'Johnson Act

The Johnson Act, enacted in 1934, prohibits certain financial
transactions by private persons in the United States with
foreign governments which are in default in the payment of
their obligations to the United States. The prohibited trans-—
actions include the making of loans and the purchase or sale
‘of bonds, securities, or other obligations of the foreign
government. Congress has virtually repealed the Johnson
Act's applicability to Western Europe by exempting any
nation which is a member of the International Monetary Fund
or the International Bank for Reconstruction and Development,
The practical effect is to limit the applicability of the Act to
some of the Communist countries.

The intention of the Act was not to regulate East-West trade,
but to protect US citizens from the sale of securities issued
by governments with a history of default. In spite of opinions
of the Attorney General that normal commercial credits are
not affected, the existence of the Act discourages commercial
transactions involving long or unusual financing methods., It
is questionable, for instance; whether the Act applies to loans
from foreign branches of US banks; whether foreign branches
of US investment banks can underwrite bond issues; whether
long-term project loans can be made to these countries; and
whether equity investments, made in the form of loans, would
be permitted.

The Johnson Act is a competitive disadvantage for American
firms because it has the effect of discouraging sales of US. -
plart and equipment which might otherwise be exported. At

a time when the US has successfully concluded a lend-lease
agreement with the USSR and is negotiating or contemplating
debt settlements with other Communist countries, the retention
of the Johnson Act is an unnecessary barrier to East-West
trade. Accordingly, the bill provides for its repeal.
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TARIFF PREFERENCES FOR DEVELOPING COUNTRIES

THE CASE FOR GENERALIZED
TARIFF PREFERENCES

It is a basic objective of US international economic
‘policy to help developing countries build self-reliant
and productive societies in order to create a more stable .
" world community. Since the bulk of the foreign exchange
required by developing countries for development comes from
export earnings, export expansion is clearly urgent. The
developing countries have not shared in the rapid growth
of world trade over the past decade because of their heavy
dependence on the export of agricultural and primary indus~
trial products which face declining markets in the developed
countries. Import substitution policies, based on high
import duties and exchange controls, have generally been
unsuccessful. Providing increased opportunities for the
developing countries to sell their manufactured goods
abroad encourages their industrial growth and diversifica-
tion and discourages autarkic trade policies by permitting,
developing countries to earn more of the funds necessary
to finance their purchase of congumeyr goods and capital
equipment from the US and other developed.countries.

In recent years discriminatory trading arrangements
have proliferated and they threaten to divide the world
into special trading blocs. Special Lradlng arrangerents
violate the principle of non~-discrimination and advex=eJy
affect: the trade interests of the US and other third coun-,
tries. The granting of generalized preferences by all
developed ccuntries should remove mich of”the rationale
. for these special arrangements and hopefully encourage
their climination. Generalized preoferences may reduce
the present discrimination against the exports of LT
those developing countries like the Latin American coun-~
tries, vhich co not benefit from trade preferences in any
developed country market. Under the proposed US legisla-
tion, developing countries which grant special preferential
tariff treatment to other developed countries would have
" to terminate these so-called "reverse preferences" in
order tc participate in the US system of gcncrallzed
preferences,

Generalized preferences would make developing country
suppliers of certain manufactured goods more competitive,
The volume of developing country exports of manufactured
~goods, is relatively small, however, and the increase in
US imports due to generalized preferences, though important to
the developing countries, is estimated at only about 1 percent of
total US imports of manufactured goods., Since the increase
will be spread among many types of goods, it is unlikely
that gencralized preferences would be disruptive to the
US economy. Should imports of any product become so large .
as to cause or threaten serious injury to a domestic
industry, escape clause and adjustmznt assistance pro-
visions will be applicable., In addition the proposed
legislation includes.a provision to suspend preferences
whencver a bencficiary country would be clearly competitive
in a particular product even without the preference.
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Anticipated Product Coverage and
Impact on US Balance of Trade

Under proposed legislation on generalized preferences
the President will consult the Tariff Commission and receive
its recommendations before designating any product as an
‘article eligible for preferences. For illustrative purposes
and in order to estimate the potential trade effects of
generalized preferences, a list of products was prepared
which includes most manufactured.and semi-manufactured products
but omits textiles and clothing, footwear, petroleum and
petroleum products, watches and watch movements and certain
steel products. A small number of agricultural and fisheries
products and primary industrial products were included.

The value of US total imports and US imports from
developing countries in 1971 along lines of their potential
eligibility for generalized preferences is presented in the
attached table. In 1971 US imports from developing countries
of those dutiable articles considered for preferences would
have amounted to 3.3 percent of total US imports from all sources,
5.0 percent of dutiable imports from all sources,- These figures
include, as imports from developing countries, goods from
countries which could become eligible for US preferential treat-
ment by eliminating their reverse preferences to other developed
countries; they do not include countries to which the US does
not extend most-favored-nation treatment.

A hypothetical projection, subject to the limitations

of short-run static analysis, was made of the trade impact

of the proposed US system of generalized preferences had it
been in effect in 1971, The projection, based on the
illustrative product list discussed above, assumes that some
developing countries will not eliminate their reverse prefe:ences.l/
According to this projection, US imports from the developing
countries would have been approximately $430 millio? greater
than they were in the absence of such preferences.2/ Of this
amount it was calculated that $240 million or 55 percent of

the increase, would be new trade, i.e., an actual increase

in total US imports. The remaining 45 percent would represent
-trade diverted from other developed countries. 1In addition,
‘the increased foreign exchange earned by the .develcping
_countries from their increased exports can be expected to
generate an increcase in their imports from all sources,
-including the United States. The net impact of generalized
prefercences on the US balance of trade would be further reduced

. by this reverse flow.

1/ Spain, Portugal, Israel, Greece, and Turkey

g/ If it is assumed that all developing countries will
meet our condition on reverse preferences, then the
projected figure would have been approximately 15 percent
higher. :
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Value of U,.S. Imports in 1971
Arrayed hccording to lllustrative
US Preference System.
($ million)}l/

: . N ' F

. Total L
_'Agrlcultural and f*sherles producto, total . 6,884
. Duty free .- : - . 2,829.
Dutiable2/ ’ ’ o - .
. Not considered for preferences 3,578
Considexred for preferences ' L 477

Allowing for competitive need3/

. Primaxy 1ndustr1al preducts, total T 7,396

’ buty frec ) ) o _3 384
Dutiable2/ ’

Not considered for prefcrcnces . 3,550

Considered rfor preferences © 462

Allowing for competitive needé/

Manufactures and semi-manufactures, total. . 31,267
Duty fre. » 9,023
Dutiable : ' N

Not considered for preferences . 6,738
Textiles . 2,498
¥ootwear y ' 753
- ‘Petrolcum products . . 698
~Watches 119
. ‘Steel ) L .2,670
" Considered for preferences : 15,506
’ Allowing for COmpOtlLlVG neodd/ .
Grang ‘total " . o R -0 S |
© " Duty free . T 7UT1s5,236
" ‘Dutiable B T
~Not considered for preferences © 13,796
Considered for preferences ‘16,444

Allowing fox competitive ﬁced3/
** 1/ Due to rounding figures may not add to the totals shown,

‘_/ Dutiable items 1nc]ude items uch ‘as copper which by
AtemJorary Jegislative authorlty are admitted duty-~ free.

.3/ The figure on this line is arrived at by subtracting fronm
: the value of items considered for preferences imports from
.. any developing country of any prcduct considered for pre-
.. fercnces which exceed $25 millien or 50 percent of total
_Us imports of that product by value. The calculations
« assuwmed that competitive need provisions would not apply
~to items where developing counLcho supp]loJ less, than

$250,000 of US 1mpoxts.

ron

DCs

4,141
2,249

1,727
163
110

3,352
994

2,156
202
78

4,008

75).

1,867

1,114
282
337

132
2,310
1,313

2,401
3,974

5,752

2,675
" 1,501
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POTENTIAL BENEFICIARIES

The 18 developed countrles, 1nc1ud1ng the U.S.,
which agreed to partlclpate as donors in a generalized
preference system decided in 1967 to use a "self-election”
formula to determine beneficiary countries. Under- this
formula, preferences would generally be extended--subject
.to exceptions for compelling reasons--to any country,
territory or area which made a bona fide claim to LDC
status. The so-called Group of 77 (now consisting of
96 developing countries) is informally considered to be
the basic list of beneficiary countries by the developed
countries. Other countries, including Spain, Israel,
Portugal, Greece, Turkey, the Republic of China, Bulgaria"
and Romania, and dependent territories, including :
Hong Kong and the Commonwealth Carlbbean, also claim
beneficiary status. . R =

The proposed legislation embodies the self-election
principle with some qualifications. When designating a
beneficiary country, the President is instructed to con-
sider he level of cconomic .development of the country
in question, whether other ‘donor countrics are extending
preferences to the country, and whether or not the
country has expropriated U.S. property in violation of
international law., 1In addition,,the proposed legislation
contains two qualifications to the self- elcctlon
principle:

--Bencficiary status will not pe granted to countries
or areas which do not receive most-favored-nation
{MFN) treatment from the U.S.; and

--Beneficiary status will not be granted to any

" country or area which ¢rants reverse preferences
to another developed country unless the U.S.
receives assurances that such preferential treatment
will be eliminated before January 1, 1976.

*. The MFN condition would currently eliminate all non-. "~
market countries except Yugoslavia, which has requested
beneficiary status, and Poland, which has not. The other
non-market countries which have requested beneficiary
status, Cuba, Bulgarie, and Romania, do not now receive
MFN treatment from the U.S. .

- The U.S. condition on reverse prefercnces could

" potentially deny beneficiary status to at least 35 couhtries
and as many territories {and possibly more should preferen-
tial arrangements continue to proliferate). The Medlterranean
countries which now grant reverse preferences to the

European Community, including Spain, Greece, Israel, and
Turkey, as well as Commonwealth countries and territories,.
-including Hong Kong, India, Singapore and Malaysia, would
potentially be affected by our reverse preference condition.
Most African countries and dependent terrltorles are-also

- affected.

A list is attached of all countries and terrltorles
claiming beneficiary status for the purpose of
generalized preferences. Those countries or te‘rltorles

‘which would be excluded or potentially excluded under our
MFN and reverse preference conditions are so designated.
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Countries Requesting Beneficiary Status

Afghanistan
Algeria
Argentina
Bahrain
Bangeladesh¥*
Barbados*
Bhutan
Bolivia
Botswana*
Brazil
Bulgariag

" Burma
Burundi*

Khmer Republic (Cambodla)

Cameroon¥*

Central African Republic*

Sri Lanka (Ceylon)*
Chad*

.* Chile

Colombia
Congo (Braz)*
Costa Rica
Cuba#
Cyprus*
Dahomey* "~
Dominican Republic
Ecuador

. El Salvador
Egypt*
Equatorial Guinea
Ethiopia
Fiji*

Gabon*
Ganmbia*
Ghana
Greece*
Guatemala
Guinea
Guyana*
Haiti
HondGuras
India*
Indonesia
Iran

iraq

Israel*

Ivory Coast*
Jamaica¥*

* Jordan

Kenya*

Korea (South)
Kuwait

Laos

* Countries potentlally affected by reverse preference

condition

# Countries which do not receive MFN treatment from the U.S.

Lebanon*

~ Lesotho*
Liberia
Libya
Malagasy Republic®*
Malawi¥*
Malaysia*
Maldive Islands
Mali*

Malta*
Mauritania¥
Mauritius*

- Mexico
Morocco
Nepal
Nicaragua
Niger*
Nigeria
Pakistan*
Panama
Paraguay
Peru
Philippines
Qatar
Romania#
Ruanda*
Saudi Arabia
Senegal*
Sierra Leone
Singapore*
Somalia*
South Yemen
Spain*

Sudan
Swaziland*
Syria
Tanzania*
Thailand

" Togo

Tonga* R
Trinidad & Tobago*
‘"Tunisia*

Turkey*

Uganda*

United Arab Emirates
Upper Volta*
Uruguay

Venezuela ..o~
Vietnam (South)
Western Samoa*
Yemen )
Yugoslavia

Zaire

Zambia



209

Territories for whose external relations
another country is responsible

Afars and Issas (Territory of the)*

American Samoa, including Swain's Island

Angola (1nclud1ng Cabinda) .

Bahamas*

Bermuda*

British Honduras*

British Indian Ocean Territory (Chagos Archlpelago, Des Roches)

British Oceania (Territories under the jurisdiction of the
Western Pacific High Commission, namely -
Gilbert and Ellice. Islands*, British
Solomon Islands*, New Hebrides Condominium, -
Canton, Enderbury and Pitcairn Islands)

Brunei*

Cape Verde Islands

Cayman Islands and Dependenc1es

Comoro Archipelago¥*

Cook Islands

Falkland Islands (Malvinas) and Dependencies*

French Polynesia¥*

French Southern and Antarctic Territories*

Gibraltar*

Guam

Hong Kong*

Macao

- Mozambique

‘Netherland Antilles*

New Caledonia and Dependencies*

New Guinea (Australian) and Papua

Portuguese Guinea

Portuguese Timor e
St. Helena (including Ascension, Gough Island and Tristan
’ da Cunha)

Saint-Pierre and Miquelon¥*

Sao Tome and Principe’

Seychelles (including Amirantes)*

Spanish North Africa: Sahara (Rio.-de Oro)

Saghiet-el-Hamra
Surinam*
Territories for which New Zealand is responsible
(Niuwe Island, Tokelau Islands)
Turks and Caicos Islands
United States trust territories.of the Pac1f1c Islands.
include - Midway Islands, Johnston and Sand Islands,

Wake Island and the Trust Territory of the
Pacific Islands: the Caroline, Mariana
Islands

Virgin Islands of the United States (St. Croix, St. Thomas,

St. John, etc.)

Wallis and Futuna Islands¥* -

Viest Indies* - Leeward Islands, Antigua, Montserrat,
St. Kitts-Nevis-Anguilla, British Virgin
Islands, Windward Islands, Dominica,
Grenada; St. Lucia; St. Vincent

* Countries and territories potentially affected by
reverse preference condition.
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Comparison with Other Generalized
Preference Systems

The European Community system of generalized preferences,
(GSP), in effect since July 1, 1871, grants duty-free
treatment to imports from LDCs of virtually all manufac-
tured and semi-manufactured goods and to selected

“agricultural commodities.. Most of these preferences,
however, are subject to a complex set of quantitative
limitations or tariff quotas. In theory all eligible
products are subject to the quotas. In fact, quotas
are only applied to about 58 percent of EC imports of
manufactured products which are designated as sensitive.
Imports of non-sensitive commodities are not monitored
unless a complaint is raised. The tariff quota is
calculated accoxrding to the following formula: value
of imports of the product in question from beneficiary
countries in the base year (1968) plus five percent of the
value of the imports of that product from industrialized
countries during the most recent year for which the data
arc available. Imports from beneficiary countries up to
the ceiling enter duty-free and.most-favored-nation tariff
rates normally apply to imports in excess of the ceiling.
In addition, under the EC system, preferential imports
from a single beneficiary-are limited to 50 percent of the
ceiling for each product.

Japan's GSP is in many ways even more complex than the
EC system. Japan extends duty-frce prefecrential treatment
to most manufactured goods, except petroleum, leather,
textiles, plywood, gelatins and glues. In addition,
industrial raw materials and selected agricultural commocities
- reccive preferential treatment (generally 50 percent of
normal duty for agricultural prcducts). Japan employs
quantitative and single beneficiary limitations’ similar *o
those of the LEC. In general, other donor countries, in-
cluding the UK (whose preferences are expected to be merged
with those of the EC in 1974), do not employ quantitative
ceilings but rely on a list of exceptions and standard
escape clause provisions.

All of the other major donor countries impose minimum
transformation requirements to censure that resources in the
beneficiary country are being employed to produce the good
receiving preference. Most other developed countries, including
the EC and Japan, employ a process rather than a value-udded
‘criterion. Under this system goods exported by a beneficiary

‘must be classified under a different Brussels Tariff Nomenclature
heading than any of the constituent imported materials or
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components, A list of exceptions is specified, for which

a simple change in tariff heading does not allow the product
. to qualify for preferential treatment. All donor countries
. require that goods be directly consigned to the preference-
granting country. '

Because of the complexity of the various GSP systems
and uncertainty over how GSP systems will be administered
it is impossible to determine with any precision the
actual trade effects of the differing systems and their
comparative impacts in advance. For this reason the U.S.
has agreed with other developed countries in the OECD to
"keep the systems under review and reassess them periodically
in light of actual experience with them in operation.

. A comparison of the major generalized preference systems,
using as a standard imports receiving preference as a percent
of GNP and as a percent of dutiable imports from beneficiary
countries, and assuming that the EC and Japanese systems
continue to be administered as they now are, indicates that
the proposed U.S. systém will not result in a disproportionate
burden in relation to the' EC and Japanese systems.
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EXEMPTION OF PUERTO RICAN COFFEE IMPORTS

The title on Generalized Preferences in the TRA
provides:

No action pursuant to this title may affect

any tariff duty imposed by the Legislature

of Puerto Rico pursuant te section 319 of

the Tariff Act of 1930, as amended (46

Stat. 696) upon coffee imported into

Puerto Rico.

Section 319 of the Tariff Act of 1930, as amended,
empowers the Puerto Rican Legislature to impose tariff
duties upon coffece imported into Puerto Rico, including..
coffee grown in a foreign country coming into Puerto
Rico from the United States., .

Coffee currently enters all other parts of the
United States customs territory duty free. Depending
on the way a list of articles eligible for generalized
preferences in delineated, coffee could be considered
an eligible article. Without a special provision,
the proposed generalized preference legislation could
be interpreted as authorizing preferential treatment
for coffce imports from developing countries into
Puerto Rico. Since virtually all coffee is grown in
developing countries, this would in effect negate the
authority of the Puerto Rican Leglslature to levy

. duties on coffee imports.
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MONETARY NEGOTIATIONS AND INTERNATIONAL
INVESTMENT

MONETARY NEGOTIATIONS 1971-1973 , . .

‘I The New Economic Policy and The Smithsonian Agreemént

The announcement on August 15, 1971 of President Nixon's

New Economic Policy marked a turning point in U.S. foreign
economic policy and heralded the need for fundamental inter-
national economic reform. In the 25 years since the basic
rules were established after World War II, major structural
changes in the world economy had occurred, as Europe and

. Japan greatly improved their economic strength and became
strong competitors with the U.S. A system which was able
to function smoothly, when the U.S. was in a pre-eminent
economic and financial position, and could afford the costs
entailed became increasingly outmoded and inequitable.
As a result the system became increasingly subjected to
recurrent crises, resort to controls, and rising protectlonlst
sentiment.

] An important first step in the reform process was a
realignment of exchange rates to reflect the changes in
economic strength that had occurred and permit the U.S. to
restore a sustainable balance of payments equilibrium. After
several months of intensive negotiations, agreement was
reached on December 18, 1971, at the Smithsonian Institution
in Washington, D.C., on a major realignment of exchange rates.
As part of this realignment, the United Ststes agreed to
reduce the par value of the dollar by 7.9 percent. Actions

- by other countries to change the value of their currencies
in conjunction with the U.S. devaluation resulted in an
average depreciation of the dollar against the currencies of
the major industrial countries (excluding Canada which continued
to float) of nearly 12 percent. In addition to the
realigrment, Japan and the European Community agreed tc reduce
certain trade barriers to improve access of U.S. products
to their markets and agreed to work for the initiation of
comprehensive multilateral trade negotiations in 1973.

II. The February 1973 Realignment

The Smithsonian agreement was a historic and un-
precedented attempt to develop through multi-national
negotiations an exchange rate alignment which would restore
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international payments equilibrium. The realignment was
“aimed at providing a strong improvement in the U.S.
competitive position and thereby removing imbalances that
had developed over an extended period of time. . Although
the deterioration in the overall U.S. payments position
was halted in 1972 and the official settlements deficit
cut by two-thirds, to $10 billion, serious imbalances
remained, particularly in the trade position. Given

the size of the trade deficit in 1972 (exceeding $6
billion), the improvement anticipated in 1973 did not
appear vigorous enough to restore overall balance in a
reasonable period.

The new and severe exchange market pressures that
developed in January 1973, suggested that new and strong
action was required. After the U.S. consulted with a
number of its trading partners, it was agreed that a further
10 percent reduction in par value of the dollar was
warranted, in conjunction with a float of the Japanese
yen. The U.X. {(which had floated its currency in June,
1972 after a sharp loss of reserves) and Canada continued
to float, with Italy joining them, while the United States'
other major trading partners agreed to maintain their
par values. This realignment represented a further
average depreciation of the dollar against the major
industrial countries, excluding Canada, of about 11 percent,
bringing the total change, including the Smithsonian, to
some 23 percent.

In March, continued uncertainty in exchange markets
and speculative pressures required new actions to restore
orderly markets. On March 12, six members of the EC
(Gexrmany, France, Belgium, Netherlands, Denmark, and-
Luxembourg) announced that they were no longer obligated
to intervene at fixed margins of fluctuation against the
dollar. They would, however, limit the maximum margin of
fluctuation between their currencies to 2-1/4 percent.
Germany also announced a further 3 percent revaluation
of the mark. Sweden and Norway subsequently associated

- their currencies with this joint float. U.K., Ireland
and Italy floated 1ndependently, Japan and Canada also
continuved to float.

At a meeting of the Group of Ten and the members of
the EC, on March 16, it was agreed that the exchange rate
structure was broadly appropriate to underlying economic
realities and that official intervention in exchange
markets may be useful at appropriate times to facilitate
‘the maintenance of orderly conditions. Each nation stated
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that it will be prepared to intervene at its initiative
in its own market, when necessary and desirable, acting
ina flexible manner in light of market conditions and

in close consultation with the authorities of the nation
whose currency may be bought or sold. By replacing fixed
intervention points with more flexible arrangements, it
is anticipated that the cost and risks of speculation
will be increased and disturbing speculative capital
flows reduced. o

III. Impact of the Realignmeht

The February 12 devaluation of the .dollar and
associated actions, coming in addition to the earlier
Smithsonian realignment, constitute a substantial step |
toward restoration of eguilibrium in the U.S. payments
position. Combined with fairer access for U.S. exports
to foreign markets and the continuation of sound domestic
policies to spur productivity and hold prices in check in
the U.S., these exchange rate realignments offer the
prospect of a viable, sustainakle international payments
equilibrium.

There appears to be rather widespread agreement
among economic experts that these exchange rate changes
should have a substantial, favoraple impact on the U.S.
balance of payments. Some of the impact on the basic non-
trade accounts will be negative--for example, a given
level of overseas military expenditures will cost more in
terms of dollars after the realignment. Other items will
be affected positively--for example, foreign currency
earnings of U.S. overseas subsidiaries remitted to the
United States will show a higher dollar value. Also,
investment flows should be affected in a way which
strengthens the balance of payments. With a U.S.
economy which is much more competitive internationally,
the incentives for U.S. individuals and firms to invest
abroad rather than in the United States will be
substantially reduced, and the profitability and
attractiveness of U.S. investment to foreigners increased.
Given the complexities of assessing these flows and our
lack of experience with major realignments, it is diffi-
cult to estimate the total impact on investment flows.
But the overall effect on these accounts could be to
reinforce in a significant way the improvement in the
trade balance resulting from the realignment.
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Estimates of the effect on the trade balance vary
widely. Several private studies suggest an improvement
resulting from the Smithsonian and February 12 reallgnments com~
bined on the order of $10 to $15 billion.

Many foreign producers and U.S. importers initially
reacted to the Smithsonian realignment in 1972 by reducing
profits and costs of production. There is also evidence
of an intensification of marketing efforts, of shifts in
sources of supply to countries whose dollar exchange
rates did not change, and of shifts in product composition
of imports. Thus in the first. year after the Smithsonian
realignment the exchange rate changes were by no means

- fully passed through in higher prices to the final pur-
chaser. Over a longer period, however, foreign producers
may be compelled to increase their prices to reflect the
° exchange rate changes more fully. Logic suggests, further-
more, that the recent exchange rate adjustments should
be passed through more fully than the 1971 change. Foreign
producers will not have as much leeway to absorb the impact.
The new realignment will increase the pressure on
distributors and marketing organizations in the United
States to shift from imports to domestically produced goods.
There is likely to be something of a "threshold effect"'"-~
in other words, the total impact of the two realignments,
adding up to an approximately 23 percent average appreciation
of major industrial countries (excluding Canada) against the
dollar, may have more than 23 times the effect of a 1 percent
change.

Similarly, the impact of the rcalignment on many U.S.
exports may have been reflected in improved profit margins
on U.S. goods. Foreign importers and U.S. exporters may
find it more profitable to purchase and sell U.S. goods than
heretofore. In addition, there has been a substantial boost to
U.S. competitiveness vis-a-vis some of our major competitors.\
The Japanese yen and German mark have appreciated by akout’
35% against the dollar. This will improve significantly the
attractiveness of U.S. goods in their domestic markets and
improve y.s. producers positions in world markets, especially
in big international projects.

It would be a mistake to conclude that because the
U.S. trade balance deteriorated in 1972 devaluation will
not-work. Actual trade in any-particular period is affected
by many diverse factors. Relative cyclical conditions in
the U.S. and abroad probably had a favorable effect on the U.S.
‘trade balance in 1971, but changes in these conditions may
have been respon51ble for a substantial portion of the
deterioration in the balance between 1971 and 1972. Roughly
one-third of U.S. total imports are consumer goods, and
.demand for -such goods tends to rise rapidly as consumer in-
come rises. Many U.S. exports are investment goods and are
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sensitive to changes in economic activity abroad. U.S.
_competitiveness--and the U.S..trade balance--have been
deteriorating since at least the mid-60's, and long-term
movements of this type are not easily or rapidly reversed.
‘Fuel imports are also increasing substantially. Foreign trade
barriers also prevented the beneficial effect on U.S. export
competitiveness from operating fully. Furthermore, there is
a short-run perverse impact from devaluation because the
shifts in flows of goods and services come only in response.
to changes in relative prices and such changes, in many
transactlons, lag by some considerable period of time the
change in exchange rates. Indeed, recent work confirms

that time lags may run well beyond two years or so before

" the full effects are achieved.

On the other hand/ the fact that the deterioration in the
U.S. payments position came to a halt during 1972 may indicate
that the Smithsonian realignment was already having a
greater beneficial impact than appeared on the surface. ' Most
of the studies made both within the U.S. Government and in
academic circles suggest that U.S. imports of manufactured
products have a pricec elasticity of demand of more than 2;
estimates as high as -5 have been made. These studies thus
offer a basis for the expectation that the U.S. should improve
its trade balance substantially, to the extent that the
exchange rate changes are passed through in the final price.
They also suggest that better price performance by the U.S.
than by its major trading partners will be effective in
strengthening the U.S. trade position.

In summary, both common sense and cxtensive econometric
work undertaken by the Treasury, . international institutions
and academic and private research institutions clearly
suggest that although a considerable period of time will be
requlred, the recent exchange rate adjustments will brlng about
a major improvement in thc U.S. trade position.

IV. International Monetary Reform Negotiations

The realignment of exchange rates was a necessaxy step
on the path to fundamental long-term economic rz2form. By
providing more realistic exchange rates and a better world
payments equilibrium, countries will be able to compete on
a more equitable basis. However, outmoded and inconsistent
rules remain and must be dealt with if international commerce
is to be truly fairer to all and free of undesirable - controls.
This is the basic task of longer term reform.

94-754 O - 73 - 15
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In mid-1972, a Committee of Twenty (C-20}, under
the general auspices of the IMF, was established to carry
out monetary reform negotiations, with a mandate encompassing
also closely related trade, investment and development
finance questions. U.S. reform proposals were outlined
by President Nixon and Secretary Shultz at the IMF annual
meetings in September 1972. These proposals, and the in-
puts of other countries, provided the basis for dis-
cussions by the Deputies to C-20 Ministers on the adjust-
ment process, including the exchange rate regime; reserve
assets and convertibility; capital tlows and the inter-
relationships between monetary, trade, and investment;
and development finance issues.

The serious international monetary disturbances in
February and March 1973 have highlighted the need for
more intensive work on reform. At their March 26-27
meeting, C-20 Ministers considered the implications of
the recent developments for reform and concluded:

(a) Better, more timely and effective balance of
payments ad)ustment action by both surplus and .
deficit countries is needed and would be assisted
by improved IMF consultation, including the use
of objective indicators; the exchange rate regime
should be based on stable but adjustable par
values; and floating rates could provide a useful
technique in particular situations.

(b) There should be better international management of
global llquldlty, with the role of reserve
currencies reduced and the SDR becoming the
principal reserve asset.

(c) Intensive study should be made of effective means
to deal with disequilibrating capital flows. .

(d) There should be a stronyg presumption against the
use of trade controls for balance of payments
purposes.

- To speed the reform procass, the Deputies have
established two technical working groups to consider the
use of indicators in the adjustment process and dis-
equilibrating capital flows, and to report to the Deputles
‘at theix next meeting May 21-25. Ministers will meet again
at a time to be proposed by the Chairman in light of the

. Deputies' progress. The U.S. is pressing for agreement on
the main outlines of reform by the September 1973 IMF
meetings in Nairobi.
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RATIONALE. FOR THE USE OF
DIRECT TRADE MEASURES IN THE.ADJUSTMENT PROCESS

The crises which have plagued the international monetary
system in recent years reflect a lack of effcctive'and
symmetrical incentives for surplus and deficit countries to
take action to correct prolonged and excessive payments’
imbalances. A prime U.S. goal in the monetary reform ’
negotiations, therefore, has beeh to achieve a more effective
adjustment process through the use of quantitative indicators
to signal the need for adjustment, supported by approprlate
incentives and disciplines to insure that needed action is
taken. Direct trade measures would have several roles to
play in a reformed international economic system.

In order to promote a liberal trading order, international
economic rules should provide definite incentives to trade
liberalization by surplus countries. The rules should not,

. as they tend to now, operate primarily to make countries
reluctant to liberalize unilaterally because of possible
impairment of their bargaining position in future trade
negotiations, Means of providing positive incentives for
trade liberalization should be worked out 'in the international
reform negotiations, and-the U.S. has stressed this as an
integral part of the reform effort.

In exceptional circumstances and for limited periods
of time, deficit countries may need to have reccourse to
commercial policy measures to protect their overall external
position. One use of such measures would be to enable a
country to get through a period during which more fundamental
corrective measures would take effect. Although a goal
of monetary reform is a system which does not lead to the.
large and persistent payments imbalances which have been
. experienced in the past, and it is to be hoped that reform
of the international economic system will reduce the need
for direct trade restrictive measures, it is nevertheless
prudent and necessary for countries to be in a position to
take such measures should the need arise. '

When short-term restraints are to be used by countries,
such price-based measurcs as taxes or surcharges are to be

preferred over quantitztive limitations, such as quotas.
Past trading rules, 25 reflected for example in GATT
Article XII, in suglng the use of guantitative restrictions

only to meet balznce of payments needs, have not kept pace
with national preifcrences, or with the change in trﬁé:ng
practices ‘toward less reliance on quantitative restrictions.
The GATT rules' should be modified to reflect these preferences.

. U.S. proposals for international monetary reform envisage
that in the absence of truly effective corrective adjustment
measures by a chronic surplus country, other countries which
are disadvantaged by the actions of that chronic surplus
‘country should be able to protect their 1nterests,ult1mately
by imposing a general import tax or surcharge on imports
from that surplus country. While surplus countries would .
not under the U.S. proposals be expected to delay adjustment
until they had reached a point where such protective action
was considered necessary by their .trading partners, past
experience strongly suggests the need for provisions
ensuring adequate discipline and inducements to action.



Date

' 1956-1957

1964 -

1968-1969

1969
1973
1968-1972

1970
T 1971

1972

-1970 -
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TRADE LIBERALIZING MEASURES
TAKEN BY SURPLUS COUNTRIES

" GERMANY

Action
Unilateral reduction of import duties
and partial elimination of quantitative
restrictions.

Acceleration. of Common External Tariff

Exporf tax and import subsidy -

CANADA

Acceleration of Kennedy Round tariff
cuts (all items except shoeboard)

* Témporary unilateral tariff cuts on

~ JAPAN

selected consumer goods and food stuffs

Reduction of its GATT-illegal import
quotas and expansion of size of re-
maining quotas.

Suspension of 1% import deposit re-
quirement.

Acceleration by nine months of final
stage Kennedy Round tariff cuts.

Unilateral 20% tariff reduction on
1,865 items (out of 2,708 items in
Japanese tariff schedule) in October;
tariff cut on 238 items in April.

. Rescinded "Buy Japan" Cabinet Decree

for Government procurement.

fAbolished AIQ (Automatic Import Quota)

and AN (Automatic Approval) import
licensing procedures.

Expanded scope of Japan Export-Import
Bank- import financing and reduced
interest rate on such financing by 1%.

Pledged special purchases of U.S.
goods and services totaling $1.1

~ billion. .

P

Eased- restrictions on establishment

* by foreigners of facilities for

importing, warehousing, packaging
and processing, wholesaling and
retailing. ’

SWITZERLAND

Accelerated'Kennedy Round tariff
cuts on all items, except watches-
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TRADE RESTRICTIVE MEASURES TAKEN BY
DEVELOPED COUNTRIES (Since 1962)

Country ‘ . : Eiﬁé‘ ' - Action

Canada June 1962 - April 1963 " Import Surcharge

United Kingdom October 1964 - November 1966 Import Surcharge

Ireland ‘ November 1965 - September 1966 Import Ler

U.K. November 1968 -~ December 1970 Import Deposit

Israel . . January i97Q - present Ihport Deposit

Israel ‘ . August 1970 T.present : Import'Surcharée

Spain December 1969 - June 1971 Import Deposit .

U.K. : 0cto§er 1964 - April 1968 " Export Rebate

France July 1968 - January 1969 . Export Incentive &

.o . — . Selective Import
.' tT Quotas

Denmark October 1971 - April 1973 Import ‘Surcharge

U.s. e August’lQ?l - .Decenber 1971 - Import Surcharge

. — SHORT-TERM CAPITAL
TRANSFERS

Short~-term capital flows can be a very disturbing
element in international exchange markets--as recent
experience has shown. This is certainly one of the
elements to be considered in.designing a new monetary

- system. An international economic structure which would
facilitate basic adjustments would avoid the desvelopment
of large and persistent disequilibria which feed speculative
activity. Also, a monetary system can help to 1limit the
incentives for short-term capital flows by built-in
stabilizers, such as wider margins of fluctuation around
declared exchange parities.

The communigue which was issued by the Finance Ministers
and Central Bank Governors of the Group of 10 and of the
European Economic Community in Paris on March 16 "noted
the importance of dampening gpeculative capital movements"
and stated the intention "to seek more complete understanding
of the sources and nature of the large capital flows which
have recently taken place."” As a follow up to this, the
Committee of 20 on international monetary reform and related
issues announced on March 27 in Washington an intensive study
of effective means to deal with diseguilibrating capital
flows. The Deputies of the Committee of 20 have established.
a technical working group for this purpose.

Internally, the Executive Branch is examining how the
existing U.S. reporting system on the balance of payments,
particularly the short-term sector, can be improved both
in terms of content and analysis. This is a compleXx
problem and decisions on changes that may be administratively
feasible and statistically meaningful can be made only after
very careful planning and study. The Executive has adequate
legislative authority in this field.
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October 1972 SURVEY OF CURRENT BUSINESS 21
Table 3.—International Investment Position of the United States at Yearend}
[Millions of dolars)
Latin American] Internstional
‘Total Western Europe Canads Japan countries and | Other forelgn 8
other western countries tions and
Line ‘Type of Investment hemisphere unallocated}
19600 | 1963 ‘ 1970¢ ’ 1971 | 19700 I 19710 | 19707 | 19710 | 1g70¢ | 171> | 1970r | 1971% | 190707 | 1971 | 1970¢ | 29m1s
1 | Net International investment position of
tho United States. -] 44,730 |- 61,636 | 69,185 | 57,851 [—19,086 [~29,03¢ | 20,807 | 26,423 | 1,177 {7,798 | 19,685 | 21,471 | 26,09 | 30,683 | 17,475 | 18,189
2 | US. aswets abroad 85,589 [*120,434 |166,850 180,626 | 41,459 | 45,630 | 37,106 | 39,882 | 7,226 | 8,365 | 28,710 | 30,770 | 32,898 { 36,373 | 20,450 | 19,606
3| Nonliquid assats 65,230 (103, 216 {146,061 (164,432 [ 40,081 | 43,944 | 36,004 [ 38,346 | 7,067 | 8,048 | 28,420 [ 30,104 { 31,737 | 36,185 | 8,502 | 7,715
4 U.8. Government 23,396 | 32,100 | 34,104 | 7,093 | 7,850 )] 49| om2f 606 6320 860015604 17,610 1,383} 1419
5 [ 14,066 | 23,518 | 25,614 [ a827] 678 19 47| sM7| 452 | smee| 5943| 9,181 [ 10,0311 1,38 ] 1,
g 5234 6185 | 617 91 872 % 05| e89| a3 | 47| asas [T
aho 3,196 z,m 2,402 218 180 2] 27 42| 2,176 | 2,14 5 ]
8 Private, long ter; v 71,435 106 059 |115,554 | 29,634 | 33,202 | 85,221 | 37,2 | 2,339 | 3,050 | 16,234 | 19,469 | 14,292 | 16,103 6,208
[ Direct lnvulm:nu abroad. 9,474 | 78,177 | 86,001 | 24,816 | 27,621 | 22,700 | 24,030 | 1,483 | 1,818 | 14,760 | 15,783 | 11,042 | 12,450 (23,836 | 34,319
10 10,185 | 13,160 | 14,604 838 508 | 7.8m | 8,721 | 268 | 2691 1,08 | L6 | 1,778 | 2,014 | L683] 1,67
1 8068 | 6497 | 7,000 | 2063 2832 3180( 3,262 87| o578 14t | 172 ‘28
13 *4,377 | 3,035 | 3,620 o 706 272| 28] 15| 28] L38| re0| 85| 1,020
2,871 | 4150 42| 150 1535| 1,208 112 19| 18 97| 408 | 488
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TAX TREATMENT OF FOREIGN INVESTMENT

Taxation can play a significant role in either stimulating
or discouraging international investment. U.S, tax laws are
intended both to neutralize taxes as a factor in deciding
whether to invest at home or abroad and to prevent differing

.foreign tax structures from placing U.S.-owned firms overseas
at a disadvantage with respect to their foreign competitors.
However, these goals can be only partly achieved because there
is usually a degree of incompatibility between these twin
ideals of domestic comparability and foreign comparability.

Many countries follow the territorial approach and
do not tax income from their citizens' and corporations' foreign
direct investments. On the other hand, the United States
and several other countries tax their citizens and corporations'
worldwide income, granting credits, when necessary, to avoid
double taxation, The latter system aims at maximizing
domestic comparability by granting a corporation equal income
tax treatment on earnings, whether from a foreign or domestic
subsidiary. ; .

In line with the basic principle of U.S. tax law that
income is not taxed until received and to provide foreign
comparability as well as domestic comparability, U.S.
taxation on income from U.S. investments in foreign subsidi-
aries is generally not taxed until this income is remitted
to the United States. There is one important exception
to this rule: tax haven income of a U.S.-controlled

_foreign corporation is generally deemed distributed to U.S.
“investors in the year earned even though no distribution has
yet taken place. This anticipatory taxation prevents tax
avoidance in cases where foreign zorporations accumulate tax
haven income in low~tax countries. -

While the U.S. tax system is generally successful in
neutralizing taxes as a factor in deciding whether to invest
at home or abroad, there are certain instances where artificial
incentives for investment exist, distorting the flow of capital.
Recognizing this, the Administration has reccmmended the
following changes in the rules relating to the taxation of
foreign source income: (1) United States shareholders would

_be taxed on future undistributed earnings of a controlled
foreign corporation engaged in manufacturing or processing
activities where the corporation makes new or additional
investment and is allowed a foreign "tax holiday" or similar
tax incentive with respect to such investment. (2) United i
States shareholders would be taxed on the future undistributed
earnings oi a controlled foreign corporation where the
corporation makes a new or additional foreign investment
in the manufacturing or processing of products exported to
the United States market, if the income from such investment
is subject to foreign corporate tax significantly lower
than in the United States. (3) Where a United States
taxpayer has deducted foreign losses against United States
income, such losses would be taken into account to reduce
the amount of foreign tax credit claimed by such a taxpayer
on foreign earnings in later years. :
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MISCELLANEOUS ISSUES

The Common Asriculinral Pelicy (CAP)
of the Furovsan Coxaunities (EC)

Vhen the Common Market was established in 1558, it was apparent that a
single system of farm support end protecticn would be necessary to
create the conditions of comretition that would permit trade between
the Membexr States to develop and duties and restrictions.betveen the
Member States to be removed., The system which the EC then devised .
is known as the Commion Agricultural Policy.

The first CAP regulations weré established in 1962 and covered grains,
poultry, pork, ezgs, and fruit and vegetables. Regulations for beef,
milk, and rice follo 7ed. in 1984; fats and oils in 1666 and 1967;

sugar in 1G6T; and more recently tobacco, wine, hops, seeds, i‘.la.x,
s11lk, and fish. The first regulations for grains, rice, beef, and
deiry products establisned a single methcd of support and vrotection
-~ the variable levy system -- but markets for these products rermined
organized on a natioral basis until 1957 and 1968 so that the trade

in these products did not move freely between the member states

until then,

The variable levy system applies to grains, rice, sugar, and the main
aniinal products (and olive oil) ~e<tuo-thirds of BC production.

Under this system the market for the most important products is
suprorted bv government nurcnz'smg of any amount offcred at fixed
support or "intervention" prices. Intervention prices are set at
differenv levels according to the producing area so that products

of the main producing areas can compete equally with each othér in
the most ceficit consuning centers - Duisburg, Germany, in the

case of grains, The price at which products can be sold at inter-
vention in Duisburg is, therefore, equal to the intervention price

in the producing areas plus transvortation to Duisburz. The Duisburs
interventim price is set a little below the éesired wholesale vrice
for Duisbury -- the "target" vprice. Imports are orevented from
selling at less than the tar;et price tecause imports :ust meet a
minirum import price or “thres shold" price, which is equal to the
Duisburg price minus transport costs from Rotueru:m. The Comunity
obsarves the worid market priée quotations for grains eacn day and
adjusts these quotations to what they would te if they were made for
grains of a standurd IC quality delivered to Rotterdam. The lowest
such adjusted vrice i3 then au‘ntractnd' from the threshold price

The difference is a variable levy which is aroliea to each mmrt of
the grain in question regardless of its zetual orice. In this WBY,
the EC allows third couniry products to supply only tiose quali
or quantiiics waich ca*mot Le supplied by the domestic pro.xuct on.
The levy on August X, 1572 (be; sinning of current cenuon), was 322
percens of the .Lo"e.;l. c’gas»cc prite for wheat imporis, 84 percent
for corn, and comparably high for other products.

ies

In eddition to ’cvﬁ'm‘ the-EC ras immos

charges on imort to ou"s v the etfecet of 1‘lmtin3 exchange 1‘z~.1:e.>
on the levy ol i3 currencies apvrecicte in velw the levi
become insufficicnt to raise Import prices up to the threshold
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price; hence, an additional charge is imposed. For example, a German
importer of U.S, corn would have paid a levy on March 7, 1973, of about
DM132 plus afurther monetary adjustment of about DM16, or a total
charge of about DM148, If the EC had not made adjustments for

changes in the value of the dollar and the deutsche mark since 1971,
the German importer would have paid a levy of about DM90 and no
monetary adjustment. About $450 million of U,S. exports are affected
by these extra charges. In 1972, by resort to GATT procedures, the
United States was able to obtain the gyemoval of these monetary charges
on about $40 million of U.S. exports on which the charges exceeded
GATT bound duty rates.

Production is not controlled and tends to rise rapidly under these
incentives. Production in 1972-73 compared to the 1962-63/66-67
average is up 26 percent for wheat, 128 percent for corn, 39 percent
for rice, 50 percent or more for poultry. Surpluses are removed with
export subsidies., Another consequence of high grain prices has been
to shift consumption toward cheaper feeds -- especially soybeans and
soybean oilcake, which are admitted duty frece. ..

The effect of the CAP is to squeeze out imports as domestic production
rises, and to disrupt markets in third countries by subsidizing exports.
U.S. exports subject to EC variable levies averaged $431 millicn during.
the last 3 fiscal years (1970-72) -- down 26 percent from FY .1965-67,
the last 3 years before complete freedom of intra-EC trade for most
variable levy products. Total U.S. agricultural exports to the EC
averaged $1.7 billion during TY 1970-72, up 13 percent over 1965-67,

and 70 percent higher than from 1956-58 (bafore the EC was formed).
Nearly all of the increase in U.S. agricultural exports to the EC can
be accounted for by oilseeds (especially soybeans) and oilcake, which
-rose from $101 million in 1956-58 to $712 million in 1970-72. This
increase has taken place because of the strong European demand for feeds
and U.S. insistence that the EC honor 'its duty-free GATT binding.

" The United States has also lost salas in third country markets to EC
subsidized exports. In the case of poultry and lard, the United Stztes
established ‘competitive export subsidies specifically to regain markets
lost to the EC in Switzerland and Greece (chicken) and the U.K., (lard).
In January 1973 the United States eliminated all direct export sub-
sidies. The EC, however, has expanded its subsidies since then to
include tobacco. R
Another large part of our exports to the EC is subject to different but
still troublesome import regimes. The most seriocus problems affect
tobacco (U.S. sales to the EC: $163 million in FY 1972), for which there
is a fixed tariff. Price supports for tobacco are far above the duty-
paid price of imports, but premiums to EC manufacturers bring the cost
of domestic tobacco down below that of imports and up to 30 percent
cheaper than before the establishment of this pclicy in 1970.
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EC excisé tax policies on cigarettes and other manufactured products
are being progressively revised in a manper that discourages the use
of high-priced tobacco. These policles favor a shift away from higher
quality U.S, tobaccos toward cheaper varieties, whether domestic or
imported.

Trade distortion caused by the CAP is magnified when some suppliers

are given preferential treatment. Since 1969, U.S. exports of

oranges to the EC have declined 50 percent to $7 million in 1972,
One~fifth of the EC's tobacco imports are duty free compared to

duties of 15 - 23 percent paid on U,S, tobaccos. Moreover, this
discrimination is incrcasing as a result of the admission of the U.K.,
Ireland, and Denmark to the EC. Not only arc the preferences granted

by the present six EC countries to be extended to the three new members,
but the enlarged EC {s to grant these same preferences to many British
Commonwealth suppliers.

The direct impact of EC enlargement on U.S, exports can be foreseen.
fairly clearly in that the adoption of higher prices and protection by
the new members is certain to lead to the same problems alrecady
experienced with the present members., It is expected, for example,
that the énlarged community will no longer be a net importer-of grains
within 10 years. . :

Efforts by the EC itself to change the CAP have met with many difficul-
ties, even though it is clear "that the present policy produces burden-

some surpluses and fails to naintain farm income in the face of rising

costs., In 1968 the EC Coummission made wide ranging recommendations

‘for the modernization of farming over 10 years in the EC by inceatives

to increase farm size and efficiency (86 percent of EC farms have 50
acres or less), to reduce the number of farmers by 50 percent, and to
take land out of production. Uncertainty over costs, feasibility,
control and results celayed drafting of specific implementing measures.
In April 1972 the EC directed Member States to adopt certain measures

. such as small retirement annuities, subsidized interest on loans for

farm improvements, and modest income payments ($600 or less per year)
under specified conditions for some farmers. These measures, however,
are pot sufficient to maintain income at present prices, let alone per-
mit a reduction of price support or protection. Currently, the EC is
studying further measures for regional development, aid to hill farm-
ing and reforestation. Ideas for a more basic reform of price and
marketing policies have won little support. Difficulties in reachiung
agreement on 1973-74 support prices, however, led the EC to schedule
for October 1973 a review of EC price policies and their alternatives.
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PROGRESS TO DATE ON REDUCTION OF
TRADE BARRIERS; REMAINING BARRIERS

. JAPAN

’

Sound and viable economic relations between the United States
and Japan are a keystone of the overall U.S,-Japan relation-
ship. Japan is the United States' leading export market after
Canada, accounting in 1972 for $4.9 billion or 10.1 percent

of total U.S, exports, The United States is by far Japan's

" best customer, importing $9.1 billion worth of goods from Japan
last year, 16.4 percent of total U.S. imports. The increasing
importance of the Japanese market and the growing U.S. trade
deficit with Japan have caused the U.S. Government to exert
strenuous efforts to induce Japan to remove its remaining
import barriers and to increase its imports from .the United
States. High-level talks were conducted with the Japanese on
several occasions over the past few years, including President
Nixon's meeting with Prime Minister Tanaka in Hawaii in

August 1972, numerous bhilateral consultations conducted by the
President's Special Representative for Trade Negotiations,
Ambassador William D. Eberle, meetings of the Cabinet-level
Joint U,.S.-Japan Committee on Trade and Economic Affairs, and
meetings in multilateral forums such as the General Agreement
on Tariffs and Trade (GATT) and the Organization for Economic
Cooperation and Development (OECD),.

While Japan's progress in reducing its trade barriers has been
quite substantial and visible, remaining restrictions are still
of significance. Achievement of the maximum beneficial trade
effects from the recent exchange rate changes will dspend on
further Japanese Government measures--elimination of import

. quotas, reduction of tariffs, and easing restrictions on invest-
° ments by foreigners in sales and service facilities--to

" improve the access of U.S. goods to the Japanese market.

I.  Progress to Date on Reduction of Trade Barriers

Reduction of Import Quotas and Expansion of Quotas

Until 1963 the GATT authorized Japan to maintain quantitative
restrictions for balance of payments reasons. Following a
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finding of the International Monetary Fund (IMF) that Japan
was no longer entitled to maintain import restrictions for

" balance of payments reasons, Japan notified the GATT in
February 1963 that it would no longer claim justification for
its import restrictions under the balance-of-payments pro-
vision of GATT Article XIXI. A large number of import quota
items were liberalized, i.e., removed from the restriction
.list, through April 1964, but very few were 11bera112ed during
the follow1ng four years. '

Since 1968 the United States has concentrated on accelerating
the reduction and removal of Japan's import restrictionms,
especially the import quotas maintained in contravention of
the GATT's ban on quantitative import restrictions, Between
April 1969 and the Spring of 1972 Japan reduced from 120 to
32 the number of four-digit Brussels Tariff Nomenclature (BTN)
items all or partl/ of which are subject to GATT- ~illegal
import quotas. (These are.exclusive of some 35 items controlled
either as state-traded items or for health and security reasons.)
The chronology of Japan's import quota liberalization since

1969 is outllned in the following table:

Total GATT-illegal Agricultural Manufactured

Date Restrictions Products Products
April 1969 120 ’ 68 52
January 1971 80 ) 49 . 31
June 1971 © 60 40 20

. October 1971 ) 40 28 . 12 -
" -April 1972 33 24 9

In addition to the elimination of items subject to quota, Japan
. has taken steps to ease the impact of most of the remaining

" 1/ Several parts may be in the  same four-digit category. Part
of a category may be libéralized while part remains under
quota, For example, fresh limes and fresh grapefruit have

- been liberalized, while tangerines and oranges remain under
quota., All four are in BTN 08.02, which is counted as one

. unliberalized item since.not all of ltS parts have been
liberallzed
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‘import quotas--the enlargement of quotas on items of speéial
trade interest to the United States and a general enlargement

" of quotas,

‘As a result of trade negotiations held December 1971-February
1972, the Japanese Government. agreed, inter alia, to enlarge
global import quotas for the fiscal year 1972 (April 1, 1972-
March 31, 1973) on fresh oranges, fruit juices, and high quality
beef. The quota for fresh oranges was increased from 7,800
metric tons (MT) to 12,000 MT, and the quota for high quality
beef was doubled to 1,000 MT per year. Last summer Japan
increased the maximum allowable share of the Japanese computer
market which may be gained by foreign firms--including IBM-
Japan--to 50 percent (up from 41.2 percent in Japanese fiscal
year 1971)., On October 20, 1972, the Japanese Government, as
part of the third yen-defense program announced its intention
- to expand the size of import quotas by 30 percent or more over
the preceding fiscal year and to raise the minimug quota from
five percent to seven percent of total domestic congumption.
Computers were excluded.

Tariff Reductions i

Japan made unilateral tariff reductions on 124 items in April
1971 and on 238 items in April 1972, As part of the October
1972 yen-defense program, Japan reduced tariffs by 20 percent
on 1,865 items (out of a total of 2,708 items in the Japanese
tariff schedule) effective November 22. Major items subject
to the 20 percent reduction include canned seafood, textiles,
apparel, internal combustion engines, air conditioning
-machines, integrated circuits, and motor vehicles. Computers,
unwrought nickel and aluminum, leather and leather footwear,
and fruit and vegetable juices were excluded. 1In addition,

-+ Japan reduced its tariffs on 102 items effective April 1, 1973.

Japan's preferential tariff system to expand imports from
developing countries was initiated in August 1971, The
Japanese average tariff rate for manufactured and semi-manu-
factured products is about 9.0 percent as compared to the
United States' 7.5 percent.
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Japanese Government Procurement ; e

Last September, the Japanese Government rescinded a 1963 "Buy
-Japan'' Cabinet Decree,which urged Government agencies '"to make
due valuation of domestic products in government procurement

activities" and which called, for voluntary cooperation from
local governments and privaté industries in these efforts.

The Decree, in effect, had prescribed a Buy-Japan policy to

meet supply requirements for 14 categories of equipment,
including automobiles, typewriters, copying machines, generators,
construction machinery, and machine tools. Last September's
rescission of the Decree specifically excepted computers and

. related equipment, which will continue to be procured from
domestic sources if available.

In addition, the Japanese Government has indicated that selection
of foreign and domestically produced nuclear reactors would be
made solely on commercial and safety considerations; and that
special purchases totaling $1.1 billion would be Wmade in 1972-73
~of U.S. agricultural products, aircraft, and uranium enrichment
services. o

. K gl
Improvement of Import Financing

As part of the October 1972 economic measures, import financing
by the Japan Export-Import Bank was expanded to include manu-

- factured goods and the Bank's interest rate for such financing
was reduced by one percent from the previous average of 6.5
percent. (Formerly the Bank had financed only the importation
. of raw materials and minerals.) .

Simplification of Import Procedures

Steps to simplify import procedures have included the eliminatior
of the automatic import quota (AIQ) system for imports in
February 1972, the abolition of the automatic approval (AA)
system (replacing it with a reporting system) in December 1972,
the elimination of the import collateral system in November
1972 (the import deposit rate was reduced from one percent to
zero in May 1970), and the decision to raise the duty-free
~ -allowance level for goods brought in by travelers entering

Japan after November 1972.
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Easing of Restrictions on Inward Investment to Facilitate

U.S. Exports

In February 1972, the Japanese Government agreed to approve
the establishment .of wholly foreign-owned subsidiaries and
branches which engage in importing, warehousing, and whole-
saling., Activities involving computers and petroleum were
specifically excepted. As a result of the U.S.-Japan trade
talks last summer,.Japzsn agreed to give sympathetic con-
"sideration to applications for the establishment of 100%
U.S.-owned firms to engage in packaging and minor processing
~ in Japan unless they would disturb Japanese industry in a
drastic and abrupt fashion. This action could induce U.S.
companies to establish facilities in Japan to import commodities
in bulk, to package items for distribution, and to perform
minor processing such as adding water to products which are too
costly to ship already mixed. The packaging and processing of
" color film and coloxr photographic paper was excepted from this
new policy. The Japanese Government also agreed "in principle'
last summer to approve the establishment of 100% U.S.-owned
retailing operations, provided that each opcration involved no
- more than 1l stores and the products to be sold were U.S.
products or regarded as U.S. products, i.e., manufactured under
U.S. license or to U.S. specifications and bearing U.S. brand
names of the American manufacturing or distribution firms.
The only Japanese products that could be sold in the stores
are those '"necessary for the sale'" of U.S. products.

II. Renaining Barriers to Imports , T

Despite the progress made by Japan in lifting its restrictions
on imports, there remain a number of import barriers which
impact with varying degrees of severity on U.S. trade. 6 These
barriers include the following:

Import quotas. As indicated in part I.above, import quotas

in contravention of Japan's GATT obligations remain on all

-or part of 32 BTN four-digit items, including computers,
computer peripheral equipment and parts, integrated circuits,
leather, leather footwear, oranges, fruit juices, and other
agricultural items. The 32 items are listed in the attachment.
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‘Tariffs. Japan maintains a number of tariffs that are sub-
- stantially hi.gher--e.g., computers-15%, color film- 184--than
the comparable U.S. tariffs.

Government procurement. The lack of openness in Japan's
government procurement practices and procedures effectively
excludes many potential foreign suppliers. from competing for
Japanese Government procurement contracts.

- Standaxrd method of settlement. The Japanese Government require-
ment that an importer who wishes to pay for imported goods on
terms different from "the standard methods of settlement' must
obtain advance government approval limits the freedom of
importers in financing imports and therefore could 1nh1b1t
_1mports.

. Restrictions on sales facilities., Japanese Government controls
on the establishment of foreign-owned facilities for the
processing and/or sale of imported products hamper the expansion
of U.S. exports to Japan.

Attachﬁent
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W(N;mﬁer is h—digit Brussels Tar{ff Nomenclature)
R . . N .
Meat

1. 0201 Beef
2, 1602 Prepared or preservcd pork or beef

- Dairy Products

3. 0401 Fresh milk and cream- ,
. 4. 0402 Milk and cream, processed
.{.5.‘ 0404 Processed cheesc . e e S . .
- -2107 Ice cream povde:, bases for beverages, food preparations,. etc.

AMarino Products i z'_‘: B ft‘ ;1-,’n;q;.t; Sl

R 0301 **Herring, cod, yellow tail, mackerel, sardines, horse
o : mackerel, etc.

“* 8. 0302 **Hard roe of cod, cod, hcrring, etc., salted dried, or

smoked
- 9. 0303 Scallops and cuttlefish, fresh and salted . R
10, 1208 Edible seaweeds B R R
| igereals o e

- R , » ‘.

“1l. " 1101 Flours of wheat, rice, barley and other grains
12, 1102 Groat and meal of graxn .
13., 1107 *Malt

« .

.. 'Fruits and Preparations ' »;AufuﬂﬁL:J =

14. 0802 Fresh oranges and tangerines )
-15. 0811 Prepared oranges, tangerines, grapefruit ptovisionally
S preserved S

16. 2005 Fruit puree and fruit pastes

17, 2006 Pineapple containing added sugar or spirit, fruit pulp
. o and roasted ground nuts ’ :

-'18. 2007 Fruit juice (excluding lemon juice) and tomato juice

19. 2104 Tomato ketchup, tomatc sauce and mixed seasonings,

I chiefly consistlng of sodium glutamlnate . .

' Starchcs and Swveets LN

20, 1108 *Starches and ingulin
.21, 1702 Grape sugar, milk sugar and malt sugar not conta1ning ’
: added sugar. Sugar syrup, caramel and artificial honey.

Other Apricultural Products N A.' ’

22, 0705 Small red beans and miscellaneous beans R
23. 1201 Ground nuts (excluding those for oil extracting purposcs)
.24, 1405 Dates, seawceds, tubers .of konnyaku

" Minerals

" 25. 2701 Coal

94-754 O - 79 - 18
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Hides, Skins and Their Products

26. 4102 *Cattle and horse leather:
27. 4103 Sheep and lamb skin leather
28, 4104 Goat and kid skin leather -
%?. 6402 Leather £o°r fur skin footwear

- Machinery

T 30. 8453
- 3. 8455 Parts of digital computers and peripherals

Digital type electronic cofputers and peripheral apparatus

oz, -8521 Integrated circuits (w1th 100 clements or more)

" Note: * denotes that all items under the tariff numbec will remain
' under control. Itews without asterisk indicate that only
_a part of items covered by the tariff number are restricted.

**% hard roe of herring, part of 0301 and 0302, was liberalized
+in May 1972, . .. : .
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JAPANESE INVESTMENT LIBERALIZATION

I. Inward Foreign Investment

The Japanese Government (GOJ) has adopted a new policy, effective

. May 1, toward inward foreign investmen;. The outstanding feature of the
new policy is the change from the principle of limiting foreign investment
to 50 percent in new companies and less than 25 percent (a maximum of
10 percent per foreign investor) in existing companies to the principle
of permitting up to 100 percent foreign investment in both new and existing
companies, with significant exceptions. The new GOJ action is responsive,
in part, to the U.S. policy of seeking better access for U.S. investors
to the Japanese market and strong support for the opening of Japan to the
world economy. ’

Under the new policy, the GOJ will "automatically approve" up to
100 percent foreign investment in new companies (direct investment) and in
existing companies (investment for participation in management and
portfolio investment), with the following exceptions:

(1) Where the proposed investment is in a company in one of
five industries -- agriculture (including forestry) and fishing, mining,
oil, leather and leather products, and retail trade -- in which case
the investment application is subject to "case-by-case screening,” which is

. /

tantamount: to rejection; -

(2) Where the proposed investment is in a company in one of the
17 industries with respect to which 100 percent liberalization is postponed
from two to three years (see attached list of industries with their
Jiberalization dates); and

. (3) Where, with regard to investment in an existing company, the
proposed investment is a '"'take-over' plotted against the wishes of the
.company concerned" (quoted from GOJ summary of the new policy). .

The new policy represents a significant step forward. However, it
is deficient in the following major respects:

_ -- For two to three more years foreigners will continue to be
denied the option of setting up or acquiring majority-or wholly-owned
operations in 17 major industries;

' =— For an indefinite period foreigners will effectively be barred
from significant investment in five major sectors, listed above (except
for mining, where a 50 percent interest is subject to "automatic approval,"”
and for retail operations with eleven or fewer stores, where American
. Investment up to 100 percent is subject to approval in principle. With
regard to retail operations, however, during U.S.-Japan trade talks last
summer, Japan agreed to relax restrictions on the establishment of wholly
American-owned packaging and minor processing facilities as well as retail
stores with not more than 11 outlets. '~Montgomery Ward has already taken
advantage of this understanding by establishing a number of its retail
outlets in Japan.)
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~- These 22 excepted industries .are ones in which, for the most
part, Japanese companies are well-entrenched and capable of withstanding
competition, whether from imports or Japan-based operations; and .

-~ The exceptions to "automatic approval" leave GOJ policy toward
‘incoming U.S. investment far short of reciprocity for the unimpeded access
given to Japanese investment in the Udited States.

Recently, against the background of heavy inflows of foreign exchange,
the GOJ moved to curtail capital inflows through portfolio investment by
imposing restrictions on the purchase of securities in Japan by non-residents.
The United States hopes this is temporary and that the Japanese will move
to grant greater freedom for capital investment quickly. (In the short-
run, the removal of Japanese restrictions on capital inflows tends to
detract from the U.S. objective of reducing the U.S. balance-of-payments
deficit with Japan. However, the IET and the other U.S. capital outflow
control programs work to mitigate this problem.)

II. Outward Direct Investment and Other Outward Capital Flows

The GOJ's once stringent controls have been almost completely
removed. Government approval is required for the outward flow of capital
for direct investment, but for all practical purposes this requirement
is non-restrictive. Japanese residents are also free to transfer capital
abroad for.portfolio investments'in securities listed on foreign stock
exchanges and foreign mutual funds. With the exception of foreign mutual
funds, the Japanese do not permit the listing of foreign securities. However,
there are indications that foreign companies may be allowed to list their
shares some time this year on the Tokyo Stock Exchange. Securities of
foreign governments and international agencies, as well as mutual fund
securities, may be offered for public sale in the Japanese capital market.

Attachment
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Seventeen Industries to

- Kind of Business

Integrated Circuit
Manufacturing Incustxry

Meat Products
Manufacturing Industry

Tomato Products
Manufacturing Industry

Fead Manufacturing
Industry

Food Processing
Industry for Supplying

Manufacturing or %Whole-
sale Trade of Apparel

Hedicines or Agricultural
Chericals Manufacturing
irdustry

Ferro-2lloy Production
Industry

Hydaraulic Equipment
Manufacturing Industry

Packaging or Packing.
Jachinery Manufacturing
Industzy

Elecirconic Instrument
for ledical Purpose or
‘Electric Mecasurement
Manufacturing Industry

“ At Presgnt

50- Percent
liberalized

'50‘percent
liberalized

50 percent
liberalized

" 50 percent
. liberalized

50 percent
liberalized

50 percent

. liberalized

So‘percent
liberalized

50 percent
}iberalized

.50 percent

liberalized

50 percent

liberalized

50 percent
liberalized

be Liberalized after a Set Pexiod

.100 percent

Timing of Liberalization

100 Percent liberalized’
- after 19 months

100 percent liberalized

" after 2 years

100 percent liberalized
after 2 years

100 percent 11berallzed

"after 2 years

100 percent lireralized
after 2 years

100 percent liberalized
after 2 years

100 perccent liberalized
after 2 years
100 perccnt I}oerallzed

after 2 years

100 percent liberalized
after 2 years :

liberalized

after 2 years

100 percent liberalized
after 2 years :



Phonographic Record
Manufacturing Industry

Real Estate Business
Manufacturing Sales or

Leasing of Electronic
Computers

Information Processing
Industry

Fruit Juice or Fruit
Beverage Manufacturing

Photo~senszitized Material

Manufacturing Industry

238

50 percent

liberalized

Case-by-case
Screening

Case-by-case
Screening

Case-hy-casc

Screening

50 perébnt
liberxalized

T .
50 percent

liberalized-

100 percent liberalized
after 2 years

100 percent liberalized
after 2 years

50 percent likeralized
after 15 months, 100
percent libexralized
after 31 months

50 percent liberalized
after 19 montnhs, 100
percent liberalized
after .35 months

100 percent liberalized

“after 3 yeaxs

100 percent liberalized
after 3 years

Note: Processed cheese manufacturing industry is liberalized
on condition that domestiq natural cheese accounts for more
than one-third of *the raw materials used in the manufacturing

of the vroduct.
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COMPARATIVE INTERNATIONAL LABOR COSTS AND PRODUCTIVITY

The cost of producing goods in the United States relative to other
countries is an important element in determining the flow of trade.
Labor costs, in turn, account for 2 major portion of total costs. In
1971, for example, employee compensation amounted to 72 percent of

the gross product originating from the manufacturing sector. However,
there are several non-cost elements which enter into 2 market decision |
and influence trade flows. : . ’

Examination of trends in unit labor costs provides some insights into

the trade competitiveness of the United States in relation to other

countries, Indexes covering unit labor costs and related series for all
manufacturing are available for the United States and ten other industrial
countries and are summarized for the period 1960 to 1972 in the accom-
panying tables and charts. While these indices do not provide a comparison
of the levels of labor cost per unit of output, they do indicate whether the
overall U. S. unit labor cost position in manufacturing is improving or )
worsening in relation to our major trade competitors. They do not, however,
necessarily reflect comparative trends for individual manufacturing in-
dustries or products.

Trends in Manufacturing Since 1960

Over the entire period from 1960 to i972‘, manufacturing unit labor costs,
measured in national currencies, rose less in the United States than in
“any of the ten other countries. To a very large extent the overall good
U. S. record is attributable to the first five years of the period plus a
relatively favorable trend in the last two years,  In the first half of the
1960's, U.S. unit labor costs declined while costs in Japan and Europe
were rising. In the last two years, U.S. labor costs rose but at 2 much
lower rate than those abroad. Between 1965 and 1970 U. S. unit labor costs
increased at an annual average rate of 4 percent, which was substantially
higher than the rates in most of the other countries. Unit labor costs
reflect the relationship between hourly labor.costs and productivity (output
per man-hour). To the extent that increases in compensation are offset
by gains in productivity, inflationary cost pressures are reduced.
Over the entire period, hourly compensation rose at a slower annual
rate in the United States than in any of the other countries. The 12-year
average rvate of increase was 5 percent for'the United States, 6 1/2 percent
for Canada, and 8 to 14 percent in Japan and the European countries,
Within the period,the rate of increase for the United States accelerated
from a relatively low rise of 3.7 percent per year during 1960-1965 to
over 6 percent per year since then. Even with the 6 percent per year rate
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of gain in the United States, the other countries still had greater .
increases since their rates also accelerated markedly, particularly in
the last few years. ' ) :
. »’

On the other hand, productivity (output per man-hour) in the United States
rose less than in any of the other countries. Over the 12-year period

U. S. productivity grew about 3 percent per year whereas the productivity
gains for Canada and the European countries ranged from 4 to 7 percent

per year. The gain for Japan actually exceeded 10 percent per year.
Nevertheless, because the differences between the U. S. and other countries'
hourly compensation gains were 'so much greater than the productivity

rate differences, the U.S. unit labor cost increases were smaller than
those of other countries. This was not true, however, during the 1965.70
period when the U.S. productivity gains were substantially lower than

thos= abroad. In the last two years, the improvement in U. S. unit labor
cost increase relative to those abroad reflects both the marked acceleration
in productivity and the stability in hourly compensation increases but )
-because of other factors this competitive advantage was not reflected in an
improved export performance., ’
The cost trends discussed above are based on measures expressed in
national currencies of the 11 countries. They do not take account of the
numerous changes in currency valuations that have occurred since 1960,
including the dollar devaluation of December 1971. When cost changes
are measured in U.S. dollars, most of the other countries show a higher
rate of increase in unit labor costs than they show on a national currency
basis, This is especially true for the last two years, when the 1971 dolliar
devaluation took effect. The annual rate of increase in unit labor costs.
from 1970 to 1972 was 1.4 percent for the United States, compared with
rates ranging from 6 to 17 percent for the other countries, when calculated
on a U.S. dollar basis. -

Comparative Levels of Unit Labor Cost and Productivity

Although the trend measures shown here are useful for understanding the
movements of labor cost, for international comparisons it is desirable to
have measures of the levels of labor costs per unit of output for the
economy and for individual industries. However, because of data limita-
tions, these measures for the total economy cannot be derived, and
‘absolute comparisons.can be developed for only a few individual industries.
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A study of comparative unit labor costs was completed by the Department
of Labor covering the primary iron and steel industry in the United States,
Japan, and the three largest steel producing countries of Western Europe--
France, Germany, and the United Kingdom. Even in this study, com-
- parative data for Japan and the countries of Western Europe could only be
presented in terms of ranges with high and low estimates, because of

data gaps.

As can be seen in Table 3, the estimated labor cost to produce a compdrable
ton of steel products in 1971 was approximately 69 to 86 percent of the U.S.
level in Germany; about 59 to 64 percent of the U. S. level in France; 61

to 68 percent of the U. S. level in the United Kingdom; and only 28 to 35
percent of the U.S. level in Japan. Relative to the United States, this
represents a slight lowering of unit labor costs in Japan and France since
1964, a small increase in the United Kingdom, and a significant increase -
in Germany. The relative improvement for Japan is attributable to rapid
productivity growth, whereas the relative improvement for France is
attributable to the 1969 devaluation of the French franc. The large relative
increase for Germany reflects primarily the upward revaluations of the
German mark in 1969 and 1971. If the British pound had not been devalued
in 1967, unit labor costs in the United Kingdom would have risen substan-~
tially more relative to the United Statesy

Hourly labor costs in steel manufactur{ng have been rising faster in the
foreign countries than in the United States and in 1971 ranged from about
one-third the U.S. level in Japan and the United Kingdom to nearly 60
percent in Gerraany. These hourly labor cost levels will be higher, rela-
tive to the U.S. level, as a result of the further dollar devaluation of
February 1973, Steel productivity has also been rising faster abroad.’
Between 1964 and 1971, output per man-hour increased by only 8. 6 percent
in the United States, and ll percent in the United Kingdom, compared'with
increasesof around 40 percent in France and Germany and well over 100
percent in Japan. The comparative data for Japan are probably less
precise than the data for the other countries. Nevertheless, productivity
in the Japanese steel industry is certainly approaching the U.S. level if’

it has not exceeded it. Preliminary 1971 estimates for the other countries
indicate that output per man-hour in the British steel industry was about
half tae U.S. level and that France had reached about two- thuds and
Germany three-fourths of the U, S. level. :

The comparative cost figures relate only to mdustry labor costs,

which are a sizable part of total costs in the iron and steel mdustry—7
about 40 percent in the United States. The proportion accounted for

by material and other costs in other countries varies substantially from
country to country, making conclusions difficult with respect to the
overall competitiveness of the U. S. in international comparisons. In
addition, higher average unit labor costs in the iron and steel industry in
the United States, as compared with Japan and Western Europe, by no
means imply that this is true for every steel mill product.

Broad conclusions about comparative cost and productivity levels in all
manufacturing industry cannot be drawn from the experience of a single
industry such as iron and steel. For some industries, no significant
import competition has developed and export markets have been expanded.
In other cases, it is clear that import penetration has been rising, which

is often regarded as an indication of substantially lower costs abroad.

The currency realignments of late 1971 and early 1973 have, of course,
improved the overall U.S." labor cost position. Whether this is a temporary
or long-term gain will depend on future relative movements of labor cost
and productivity both here and abroad.
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" Table 1. Rates of Change in Unit Labor Costs in Manufacturxng, 1960-72
(Average annual, percent change)

Item‘and_Country i " 1960-72 1960-65 1965-70  1970-71 1971-72

i
Unit labor costs in national currency
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Unit labor costs in U.S. dollars 1/

.
1
.
.
.
.

UnLted Suates........................{
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.
3
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. .
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$
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NetherlandSesesescesvossnes crenss
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Switzerland.ceisescvescosacccosassnncse
United Kingdomeserveaseensssvoonoannns
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.
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. N
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.
EENFEFLSIEEODOUNT -

1/ Data in national currency units adjusted for changes in exchange rates.

E NOTE: Percent changes computed from the least squares trend of the logarithms of
the index numbérs. Data relate to all employees in manufacturing (wage earnars only
in Switzerlanc, mining and manufacturing in Sweden). All 1972 xgures and some of
the figures fcr earlier years are estimates derived from preliminary or partxal year
data or from current statistical series that are less complete than those used for the
longer term Lzends.
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Table 2. Rates of Change in Hourly Compensation and
Output Per Man-Hour in.Manufacturing, 1960-72
(Average annual percent change) i ’ .

Item and Country 1960-72. 1960-65 1965-70  1970-71 1971-72

Qutout per man-hour

United StateS.ceeesceesonesonnsonsnee
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Hourly compensation-in national currency * -

United qhaces.. Cetsesertevstravannes 5.1 - 3,7 6.1 6.7 6.2
Canadasessa.. rerseane ceens 6.5 3.5 8.1 10.5 7.1
JaDAN s s steansionasnnnnnnas cerens 1.2 13.1 15.4 15.6 16 .4
E e 9.9 8.8 9.4 14.0 12.5
FLaNC e nsencaransacnseonsasncnsoanenn 9.4 9.0 10.0 11.4 12.1
Gernanyeeses 9.3 9.5 8.4 13.9 10.7
I2a1Yeeeennsssnesornsnnannncennsocnan 11.1 13.6 9.4 17.8 12.8
o NetherlandS.ceveescoseserenreronsnena 12.4 11.4 11.9 17.3 15.5
SWRGRM. tesesesncssannsnsnnssnoanss 10.0 9.5 9.8 12.4 ‘12.9
L SWitzerland.seiiieeneecereencnnnns 8.3 8.8 7.1 12.8 12.8
8.0 6.4 7.7 13.1 12.0

United Kingdomeseesessosenosonnoacons

XOTE: Percent changes computed from the least squares trend of the logarithms of the
incex nuzbers. Data relate to all employees in manufacturing (wage earners only in
Switzerland, aining and manufacturing in Sweden). All 1972 figures and some of the
figures for ecrlier years are estimates derived from preliminary or partial year data
or from currert statistical series that are less comwplete than those used for the
longer tera trends.
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Chart 1. Rates of Change in Unit Labor Costs
in Manufacturing, National Currency Basis, 1960-72

" Percentage change per year
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Chart 2. Rates of Change in Unit Labor Costs
in Manufacturing, U.S. Dollar Basis, 1960-1972

Percentage change per year
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Rates of Cnange in Output per Man- Hour

in Nanufacturing, 1960-72
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. Chart 4, Rates of Change in Hourly Compensation-
in Manufacturing, National Currency Basis, 1960-72
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TEXTILE ARRANGEMENTS

The Administration seeks the negotiation of a multilateral,
multjfiber textile arrangement under GATT as the solution to
the problems of the textile and apparel industry worldwide.

Such an arrangement would introduce order and certainty to R
the world's textile and apparel ‘trade. The U.S. desires that
negotiation of such an agreement be completed prior to the

. initiation of the comprehensive multilateral trade negotiations.

In 1972, the GATT Council established an ad hoc working
group to make a factual study of the international textile
trade. The working group's report is now serving as a basis

- for discussions within GATT which the United States hopes
will lead to the negotiation of a multilateral, multifiber
textile agreement. : '

" While it is premature to comment on the form of a proposed
arrangement, the United States believes that an early con-
clusion of an agreement well in advance of the expiration of

" the GATT Long Term Arrangement Regarding International Trade
in Cotton Textiles (LTA) would be in the best interest of all
concerned. . - . . .

The LTA,which became efféctive October 1, 1962, will
expire on September 30, 1973. Under the LTA, the United States
negotiated 31 bilateral agreements, which cover about 90 percent
of U.S. cotton textile imports. 1In the two years preceding
. the Short Term Arrangement, the one-year arrangement preceding -
the LTA, U.S. imports of cotton textiles rose at an annual
average rate of 46 percent. Since negotiation of the Arrange-
ment in 1962, cotton textile imports have risen an average of
5 percent a year. ’

Between 1964 and 1971 U.S. manmade fiber textile imports '
grew almost 1,200 percent from 328 million square yards equiv-~
alent (sye) to 4.2 billion sye. To resolve the problem of
sharply rising textile and apparel imports, the United States
negotiated bilateral agreements with the four leading Far East
wool and manmade fiber textile and apparel exporting cocuntries--
Japan, Hong Kong, Taiwan, and Korea, as well as with Malaysia
and. in December 1972 with Portugal for Macao.

These agreements limit growth of manmade fiber textile
and apparel imports in quantity terms to 5 - 7.5 percent per
‘year and growth of wool fiber textile and apparel imports to
1. percent per year.

94-754 O - 713 - 17
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The agreements have been siuccessful in slowing the rapid
growth of wool and manmade fiber textile and apparel imports.
In 1972, manmade fiber textile and apparel imports from these
four major exporting countries declined by 17 percent in
quantity. Wool textile imports declined by 7 percent in
. quantity. The volume of total U.S. imports of manmade fiber
textiles and apparel from all sources rose only 2 percent in
1972, a significant change compared to the 57 percent import
growth rate of the previous year. The effectiveness of the
textile agreement program is also shown by rising textile
industry employment and shipments and declines in inventories.
Administration of the agreements in the first year of
..operation was carried out with a minimum of problems,

The United States has an obligation to the 6 countries
" whose wool and manmade fiber textile exports are controlled
to insure that they will not be put in an inequitable position
vis~a~vis third countries as a result of the agreements.
In this regard, imports from leading uncontrolled countries
are being monitored closely.

In the absence of the agreements, it is estimated that
imports of cotton, wool and manmade fiber textiles and apparel
in 1972 would have reached approximately $3.3 billion or about
$400 million above actual imports, thus causing a trade
deficit for these products of $2.4 billion compared with the
actual deficit of $2 billioni The unit value of imports rose
about 10 percent, which reflected mainly upgrading of imports
and realignment of exchange rates.

In 1972 the wholesale prices of textiles and apparel
were only 15 percent higher than in 1962, compared with an
increase of 26 percent for all commodities.
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U,S. Section 22 Imvort Controls

Imports of certain agricultural commodities are restricted by
quotas established under Section 22 of the Agricultural Adjuste-
ment Act, as amsnded, to prevent interference by imports with
the price support programs of the’Department of Agriculture.

" Bection 22 quotas are currently in effect for: cotton, certain
cotton waste and cotton products (products in any stage of
production preceding spinning into yarn): wheat and wheat pro-
ducts; peanuts; and svecified dairy products. The Rureau of
Customs, Department of the Treasury, administers the quotas on
commodities other than dairy products and also on "aged Cneddar,"
frozen cream, canned milk, butteroil, butterfat mixtures, ice
cream, and aninal feeds containing milk or milk derivatives. All
quotas administered by Customs are on a first-come-first-served -
tesis. The Department of Agriculture administers, through import
licensing, quotas on a number of specified dairy products, includ-
ing butter, dried milks, malted milk, most cheeses, and chocolate
crunb. Casein and lactose, which are derived from nilk but are
classified as chemicals in the TSUS, also are not subject to quctas.

Section 22 vas oripginally added to the Agriculturcl AQjustrent Act
of 1933 by the Act of August 2k, 1935. It has deen amended several
tinmes and was revised in its entirety by Section 3 of the Agricul-
tural Act of 1948, and arain by Section 3 of the Act of June 28,
1950. It was further amended by Sections 8(b) and 104 of the Trade
. Agreements Extension Acts of 1951 and 1953, respectively.

Since Section 22 was enacted, import controls have been imposed
with respect to eleven different cormodities or groups of com-
modities. These include (1) wheat and wheat flour; (2) cotton,
certain cotton wastes and cotton vroducts; (3) specified dairy pro-
ducts; (%) rye, rye flour, and rye meal; (5) barley, hulled or :
unhulled, including rolled, ground, and barley ralt; (6) oats,
hulled or unhulled and unhulled rround oats; {7) shelled almonds;
(8) chelled filverts; (9) peanuts and peanut oil; (10) tunz nuts
and tung oil; and (11) flaxseed and linseed oil. All or part of
nine of these cormodities or groups of commodities have been
removed from import controls. ’

Nearly all dairy products are under gquctas. The principal except-
lons are sheep's milk, goat's milk, and cow's milk cheese in the
following categories if valued at T cents or more per pound (f.o.b,
country of origin) above the Cormodity Credit Corporation's purchase
price for cheddar cheese: mrmenthaler, Gruyere-vrocess and "other"
{TSUS 117.75 and 117.85). Effective larch 15, 1973, the price-
break for these imported cheeses is 69 cents per pound (CCC purchase
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price is 62 cents per pound). This increase occurred automatically
a8 a result of an increase in the CCC purchase price for Cheddar
cheese, effective May 15, 1973; linking of the pricebreak to the
CCC purchase price was established by Presidential Proclamation
4138 of June 3, 1972, in order to keep the control mechanism

from becoming outdated because of changes in the general price
level. . .

. During the winter and spring of 1972-73, milk production was below
normal because of poor weather conditions and a sharp increase in
feed prices. The production of manufactured dairy products was
adversely affected and in some cases failed to keep pace with
market demand. In order to bolster supplies, the import quotas
on nonfat dry milk and cheese were temporarily increased by 25
million pounds and 64 million pounds, respectively. (The annual

. quotas are 1.8 million pounds for nonfat dry milk and 128 million
pounds for cheese.) The additional nonfat dry milk imports were
permitted between December 30, 1972, and February 15, 1973; ship-
ments were actuvally completed on January 15, 1973. The additional
cheese imports have been authorized for the period April 25 through
July 31, 1973, by which time larger domestic supplies are expected .
to be reaching the market. A restructuring of the dairy price

‘support program to encourage expanding cheese production went into
force on March 15, 1973, and should have its full effect after
the flush production season. ,Cheese prices are currently 10 - 15
percent above the CCC purchase price. CCC purchases of dairy
products, including cheese, have been very small in recent months.
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"U.S. Sectlion 204

Section 204 of the Agricultural Act of 1956, as amended, authorizes
the President to negotiate with foreign governments to obtain
agreements limiting the export from those countries-and the
importation into the United States of any agricultural commodity

or product manufactured therefrom or textiles or textile products.
The President is authorized to issue regulations governing the
importation of these products to carry out any such agreement.

If 2 multilateral agreement has been concluded under this authority
among countries accounting for a significant part of world trade in
the articles with respect to which the agreement was concluded, the
President may issue regulations governing the importaticn of the
game articles which are the products of countries not parties to the
agreemeant,

Section 204 authority has been used since 1968 to negotiate bilateral
agreements with principal suppliers (except the U.K., and Canada) of
‘meats subject to P.L. 88-482. Regulations were issued under Section

204 during 1970 governing meat imports from Honduras and during
1971 governing meat imports from Costa Rica, Honduras, and Mexico
to assute that their respective restraint levels for the year were
not exceeded. In 1971 and 1972, regulations were issued under
Section 2C4 in order to carry out bilateral agreements with
Australia, New Zealand, and Ireland which prohibited the entry iato
the United States of meat Originating in such couatries if it bad
been transshipped. On June 26, 1972, the President suspended
.voluntary restraint agrcements under Section 204 on all U.S. meat
imports for the remaincder of the year. There is no voluntary
restraint agreement in effect under Section 204 limiting 1mports
.of weat into the United States during calendar year 1973.

The avthority of Section 204 has been used to restrain imports of
cotton- textiles in connection with the Long Term Arrangement Regard-
ing International Trade in Cotton Textiles and
~over 30 bilateral agreements which have been entered into pursuant
thereto, This authority has also been used to restrain imports of
wool and manmade fibers to carry out bilateral agreements, six of
which have been entered into pursuant to this authority.

" A bilateral agreement between Mexico and the United States providing
for voluntary export restiaints on frozen strawberries and straw-
berry paste and pulp by Mexico was in.effect for 1972. ’
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The Meat Import Act of 1964 (P.L. 88-482) establishes a formula for
irmposing quotas on fresh, chilled or frozen beef, veal, mutton, and
goat meat when estimated imports exceed trigger levels. Trigger
levels are based on the relationship between xmports and domestic
commercial production,

» L

The President has the authority to suspend or increase the quota 1if
he determines such action is required by overriding economic or
national security interests, or if supplies of meat covered by the
Act will be inadequate to meet domestic demand at reasonable prices.
In the interest of combatting inflation and guaranteeing an adequate
meat supply, the President directed the suspension of quantitative
restrictions in June 1972 for the remaining 1972 pericd and again
in Dacember 1972 for 1973. As required by law, the Secretary of
Agriculture will review the situation every 3 months. Should mar-
keting conditions change substantially the suspension will be
reconsidered. All meat fmports will continue to be subject to U.S.
sanitary requirements.

According to the Meat Import Act of 1964, the quota is triggered
when the Secretary of Agriculture estimates that annual imports will
equal or exceed 110 percent of the adjusted Lase quota quantity
established by the law. This quantity is the average of the
estimated commercial productisn®for the year in question and the 2

) preceding years, as compared with average commercial production
during 1959-63. The quota,when triggerad, is imposed at the adjusted
base level and i{s allocated to supplying countries on the basis of
a representative historical period.

In 1966, meat imoorts began running at a level to cause concern that
the quota would be triggered. A voluntary restraint program was
established in October 1968 whereby meat supplying countries agreed
to restrain their shipments of meat to the United States. The
.program was continued until the President's announcement in June
1972, From mid-1970 on, quotas were proclaimed and suspended with
restraint levels authorized above the trigger quantity.

- In announcing the suspension of quantitative restrictions for 1973,
Secretary Shultz expressed the hepe that this would result in a rise
of supplies from foreign sources, perhaps on the order of 10 per-

- cent. In terms of the overall supply in the United States, this

would mean an increase of a little under 1l percent.
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U.S. Marketing Orders 1§ection 8(e27

The Agricultural Marketing Agreement Act of 1937, as amended, pro-
vides for Federal Marketing Orders for the purpose of establishing
and maintaining orderly marketing conditions for agricultural
dommodities, These orders are issued after a hearing, a grower
vote, and a handler sign-up. Most of them regulate by grade and
size, although some of them have volume restrictions.

Section 8 (e), which was added to the Act in 1954, provides that
whenever any specified commodity is regulated by a marketing order,
imports of that commodity are prohibited unless they comply with
the grade, size, quality, and maturity provisions of such order or
comparable restrictions.as determined by the Secretary of Agriculture.
The commodities subject to Section 8(e) are as follows:

Tomatoes Grapefruit

Onions Irish potatoes

Oranges Cucumbers#*

Green peppers¥ Eggplant*

Avocados Walnuts

Mangoes* ©  Dates (except for processing)
Limes . Olives (other than Spanish-
Raisins style green olives)

Prunes <y . .

Marketing ordérs were in effect as of April 1973 for all these
commodities except those marked with an asterisk. There is presently
a bill before Congress to include pavayas under the provisions of

. Section 8(e).

Specific complaints have been received on several of these products
from different countries over the years. For example, restrictions
on domestic tomatoes apply to imported tomatoes as well. In 1969,
Mexico particularly objected to the tighter minimum size restrictions
that were applied to vine ripe tomatoes (the bulk of Mexico's crop)
than to mature green tomatoes.

Discussions have been held since 1969 between representatives of the
U.S. and Mexican Governmeats along with industry representatives
from both sides to try to work out a'mutually satisfactory solution
with repgard to tomatoes. As a result, the Government of Mexico has
‘carried out a voluntary restraint program on tomato exports to the
United States for the past 3 years. The principal features of this
program are that the Mexicans presently ship tomatoes at a size no
less than 2% inches in diameter and use packing holidays (on Sundays
and sometimes on Vednesdays) to regulate volume to a certain extent,
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U.S. Supar Quotas

The U.S, sugar program is designed (1) to protect the welfare of the
domestic sugar industry, (2) to provide adequate supplies of sugar
for consumers at fair prices, and (3) to promote international trade.
Legislative authority derives from the Sugar Act of 1948,as last
amended in 1971 for the calendar years 1972 through 1974.

The Secretary of Agriculture is required to set in October for the
following calendar year: U.S. sugar requirements, domestic and
foreign sugar quotas, processor marketin° allotments, and farm pro-
portionate acreage shares.

The Secretary considers the relationship between prices for raw sugar =
and the parity index (index of prices paid by farmers) so that sugar
prices will be neither excessive to consumers nor too low to protect
the welfare of the domestic sugar industry. The method of determining
the price ochcLi\e for sugar reflects the simple average of the
-parity index (1967 = 100) and the wholesale price index (1967 = 100)

The Agriculture Department is required to keep the domestic price of
raw sugar at or below a target price. If the spot market price
exceeds the tarpet during any 7 day period, the Secretary must
increzse domestic supplies enough to bring it down to the ceiling.

Quotss for domestic producers-represent about 62 percent of require-
meats, wvhile foreign countries have quotas for about 38 percent. The
1973 provisional quota for foreign suppliers is set at 11.7 million
tons,which are allotted on a country basis.

Quotas on imports of sweetened chocolate (other than in bars and
blocks of 10 pounds or more each), candy, and confectionery went
into effect on Januvary 1, 1972, for a 3-year period under the Sugar
Act as amended. The overall confectionery quota is calculated as
the larger of (1) the-average total quantity of sweetened chocplate
and confections in specified tariff classifications which entered
-in the 3 calendar years immediately preceding thz year the quota

is determined, or (2) a quantity equal to 5 percent of the amount of
sweetcned chocolate and confections of U.S, manufactured sold in
‘the U.S. in the most recent calendar year with available data.

The total import quota on confectionery for 1973 is 198.7 million
pounds, of which about 21.7 million pounds is reserved solely for the
inportation of ''chocolate crumb”, which is controlied by licenses :
issued by the Foreign Agricultural Service. The balance of the quota
(177 millicn pounds) is.established as a global quota to be filled on
a first-come, first-serve basis, except that only 123.9 million

- pounds can be imported cr or before September 30, 1973. The remain-
ing portion (53.1 million pounds) is reserved for importation in
the last guarter of the year. Iandividual shxpncnts valuzd at §25

‘or less are not subJect to the queta.
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U.S. Agricultural Export Subsidies

In view of market conditions, the United States in late 1972 and
early 1973 announced the suspension and termination of agricul-
tural export subsidies. The existing export situation indicates
a strong demand for wheat, other grains and oilseeds. The export
payment program will continue to be reevaluated and the market
monitored daily,

The following records U.S. action on export subsidies since the
fall of 1972:

Wheat 2nd Wheat Flour: Export payments were reduced to zero on
September 22, 1972 on wheat and on January 10, 1973 on wheat
flou:. ’

‘Lard: Export subsidies on lard were terminated on Januvary 11,
1973. This export payment program began in December 1968 and was
designed to enable U,S. exporters to compete in- ‘the U.K., market
with subsidized lard from the EC.

Chicken: Export payments on whole chickens were terminated on
January 11, 1973. Originally started in September 1965, this
program had been designed to enable U,S, exporters of chicken
"to compete with subsidized éxports of chicken from foreign
suppliers, primarily the EC and Denmark.

Oilseeds and Related Products: Salds of linseed oil, cottonseed
meal, and cottonseed oil for export at less than acquisition
costs have been terminated since the middle of 1971 in view of
the tight supply-high price situation.

Dairy Products: Export sales of nonfat dry milk to foreign
governments, charitable organizations and U.S.,-owned overseas
plants were suspendad in October 1972.

Fcedgrains: The last sales'of'u S. Govermment-owned barley and
oats for export at less than acquisition costs were announced
in November 1972,

Tobacco: The export program on tobacco, effective with the 1973
crop, was terminated on November 29, 1972.

Tomato import regulations have been contested in the Federal
courts. In March 1971, an Appeals Court decision upheld the
legality of marketing order and import regulations, but ordered
the Department of Agriculture to hold a hearing on various
{asues relating to operations of the Florida tomato marketing
order. Evidence was presented at the hearing, held in the fall
of 1971, to show that the method used to regulate tomato ship-
ments (spccifying minimum size) was appropriate and did nodt dis-
criminate against imports. In August 1972 the Secretary of

" Agriculture announced that the method was appropriate and non-
"discriminatory. Importers subsequently have filed a claim
against the Secretary's ruling and the matter is under
litigation. . .
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C.I.F. VERSUS F.0.B. VAIUES OF IMPORTS FOR STATISTICAL AND CUSTOMS PURFOSES

Much discussion has taken place over the years on the preferable method of

* valuing imports for duty collection purposes and for reporting statistics
on imports. In the last few years, due in part to the publicity accorded
the Kennedy Round and the deterioration in the U.S. balance of payments,
additional attention has been given to these topics. Superficially, they
appear to be a single subject; however, they are entirely different, and
not necessarily related, issues in theé consideration of which totally dif-
ferent sets of criteria are involved.

Valuation of imports for statistical purposes. The decline in the U.S.
trade balance and the U.S. balance of payments in recent years has been
chiefly responsible for a focus of attention on the values used for tabu-
lating U.S. imports in official foreign trade statistics. Countries usu-
ally employ the same values for reporting statistics on their imports as
are used for valuing their imports for duty purposes. The type of value

& country uses for customs purposes almost invariably reflects a careful
decision reached after substantial. consideration of possible alternatives.
The use of the same value for statistical reporting purposes, however, is
done chiefly for practical administrative reasons, and does not represent
& decision as to what would be -considered preferable for analytical purposes
if the compilation of the statistics were undertaken independent of customs
valuation procedures.

The United States historically has used an f.o.b. (free-on-board) type
value for assessing ad valorem duties on imports, and also for reporting
the value of its imports in official statistics. 1/ Most other countries‘g/
.use & landed (c.i.f.-~for cost, insurance and freight) value for both
purposes. It has been alleged that the practice followed by the United

- States, which excludes ocean freight and insurance costs, understates the
value of U.S. imports and consequently presents an erroneous picture of

the U.S. trade balance. 3/ .

1/ The U.S. system of customs valuation is extremely complex. While it
is generally described as a "f.o.b. system," some imports are assessed on
other bases. The values reported in import statistics are the customs
value.

g/_Notable exceptions are Canada,'A&stralia, New Zealand, South Africa,
U.S.5.R., and Venezuela plus some small countries.

§/ Additional distortion of the true picture of the U.S. trade balance
and the competitive position of the United States in world commerce is
elleged to result from inclusion in export statistics of products shipped
under government financed programs and .articles the production of which
has been assisted by government subsidies.
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There are three broad areas in which import statistics are used for analyti-
cal purposes: in balance-of-payments analysis, in balance-of-trade analysis,
and for commodity analysis for the impact of imports on the domestic
econcry. No single basis of valuation of imports is satisfactory for all

- analytical purposes for which import statistics are compiled. .In balance-
of-payments analysis, f.o.b. valuation is generally recognized interna-
tionally as correct and c.i.f. countries must presently adjust their mer-
chandise trade data to exclude the value of freight and insurance in pre-
paring their annual balance-of-payments statements and their statistical
submissions to the Internaticnal Monetary Fund. It would be highly in-
accurate to include all payments of ocean Troight and insurance charges in
the balanceé of payments, because a part of these services may be supplied
by the importing country itself, and to that extent such payments do not
represent an international financial transaction. Thus, the application

of c¢.i.f. values to all U.S. merchandise imports would overstate the magni-
tude of foreign payments. Under present U.S. balance-of-payments procedures,
merchandise transactions and ocean freight services are carried in separate
accounts, with the latter item adjusted to exclude freight payments to
domestic carriers. This procedure has the additional advantage of provid-
ing correct country allocations of merchandise and freight payments, re-
spectively, recognizing that the country supplying the merchandise is often
not the same country supplying the freight and insurance services.

In balanceé-of-trade analysis--the/net balance between U.S. merchandise
exports and imports--either c.i.f. or f.o.b. valuation can be used. C.i.f.
valuation might be considered preferable for this purpose, because it
values imports at the same point as that reflected for exports--the ports
and borders of the United States. However, use of c.i.f. for balance~of=-
trade purposes involves the overvaluation of payments and misallocation by
country cited in the balance-of-payments discussion above. In using f.o.b.
‘values for imports, the United States values its imports and exports on
exactly the same basis and there is complete comparability in merchandise
“trade. The balance-of-trade statistics are not designed to measure the
balance in services, such as ocean freight and insurance or those included
under tourism; they are designed simply to measure the balance of trade
in merchandise between the United States and the rest of the world.

For commodity analysis of the impact of imports on the domestic economy,
c.i.f. values might be considered preferable to f.o.b., but such values
would still understate the true price of an imported commodity in the in-
ternal U.S. market because such cost factors as importer's markup, inland
U.S. freight, agent's commissions, and payment of U.S. tariffs would still
be excluded. .

The Congress appropriated money in the FY 1973 budgets of the Departments

" . of Commerce and Treaswry to begin collection of detailed c.i.f. statistics

on imports, in addition to statistics on & f.o.b. basis and the regularly
collected customs value statistics. Preparatory work for this has been
underway for several months. The program calls for reporting three values
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on imports: 1) the customs value, which is the value currently reported
3n official U.S. import statistics; 2) the invoice (transaction) value
f.0.b. foreign port of export; and 3).a c.i.f. value. This data will be
available in full TSUS-A cormodity and country detail. The requirement
for importers to r:port this data will be placed in effect within the

next few months as soon as work on the implementing program is completed. .
First pubiication of the data is scheduled for imports beginning January
1974 . , _ .
For the past few years the Bureau of Census has regularly published quar-
terly estimates of the c.i.f. value of total imports, and annual estimates
of c.i.f. values for 21 commodity groups, the 10 sections of the SITC, and
. imports from major geographic areas of the world. (See attachment for the
most recent Bureau of Census estimates of these c.i.f. values.)

- Valuation of imports for customs purposes. During the Kennedy Round,
public attention was focused anew upon the procedures used by the United
States Tor valuing imports for the assessment of ad valorem rates of -duty.
Aside from the particular publicity received by unusual provisions in U.S.
customs valuation, such as the American Selling Price, the general guestion
was raised by some domestic interests as to the desirability and appropriate-

. ness of continued use by the United States of f.o.b. value as the general
basis for customs valuation. The Kennedy Round argument over tariff dis-
parities among countries undoubtedly stimulated public thought on this
matter. It was alleged that in tariff negotiations generally, and par-
ticularly in negotiations dealing with harmonization of tariff levels,
the United States, in using f.o.b. valuation, negotiated from a disadvan-
tageous position with countries using c.i.f. values for application of
their tariff rates. Underlying at least some suggestions that the United
States should shift to a c.i.f. value was the thought that additional
tariff protection would automatically be provided for U.S. industries.

Under the f.o.b. valuation system, ad valorem rates of duty bear equally
upon imports from all countries at all ports of entry. Under a c.i.f.
system, the inclusion of ocean freight in the value of imports results in
a higher assessment of duty on products from those countries the geographic
location of which results in the payment of higher freight rates. A shift
from the equality of treatment under the f.o.b. system to the differential
treatment under a c.i.f. system would probably be accompanied by some re-
adjustments in the pattern of commerce of the United States.

Inasmuch as virtually all U.S. import duties are bound against increase
under international agreements, & shift to a c.i.f. basis of valuation
would necessitate some accomodation of foreign interests, such as a down-
ward adjustment of all ad valorem rates of duty and, in addition, possible
payment of compensation to countries which nevertheless would undergo dis-
crimination regardless of the general downward adjustment of the rates of
duty. .
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It has been pointed out that the use by the United States of f.o.b. values
in customs valuation and statistical reporting has not been considered by
officials directly dealing with the matter as in any manner disadvantageous
in trade negotiations, and that in all negotiations, when comparing trade

. deta or tariff levels, appropriate adjustments have been made to compensate
for differences in valuation practices among countries.

On April 21, 1971, the Senate Committee on Finance and its Subcommittee

on International Trade requested the Tariff Commission to undertake a study
of the customs valuation procedures of foreign countries and those of the
United States with a view to developing and suggesting uniform standards

of customs valuation which would operate fairly among all classes of ship-
pers in international trade, and the economic effects which would follow
if the United States were to adopt such standards of valuation, based on
rates of duty which were to become effective on January 1, 1972.

The Commission reported to the Finance Committee in March 1973 that it was
divided on the kind of international standard which should be adopted.
Four commissioners suggested that an international customs valuation system
incorporate the so-called f.o.b. (port of exportation) concept, while two
commissioners suggested that an international customs valuation system
incorporate the so-called c.i.f. (port of importation) concept. The re-
port went on to say: '"Import statistics are needed on both c.i.f. and
f.o.b. bases. The United Nations requests its member countries to report
import data on a c.i.f. basis, while the International Monetary Fund (IMF)
needs import date on both a c¢.i.f. and f.o.b basis. For balance of pay-
ments analysis, f.o.b. data are needed, with separate data on freight and
.insurance payments, which would often inure to the benefit of a third
country . . . For analysis of the competitive impact of imports of a
commodity on the domestic market, c.i.f. data are preferable to f.o.b.
" because they more closely approximate the value of the imported goods in
that market. Thus, whatever type of customs valuation system may ultimately
" be adopted for international use, it is clear that there is a need for
import statistics on both an f.o.b. &nd a c.i.f. basis.'
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- ATTACHMELT

Excerpt from U.S. Department of Commerce, FT 990, December, 1972', Highlights
of U.S. Export and Import Trade, pp. IV-VIII

Report on the Study of Estimated F.0.B. Foreign Port of Export and C.I.F. U.S. Port
of Unlading Values for U.S. General imports

In the January 1972 issue of Report FT990, -
estimated value for U.S, general imports on an
-f.0.b, foreign port of export and c.i.f. U.S, customs
port of unlading basis were shown, based onresults
of a study of 1970 imports. A joint Burecau of
. Customs-Bureau of Census study for the year 1971
has nowbeencompleted, Asindicated inthe January
1972 {ssue of Report FT 990 and in previous re-
leases, sclentific probability sampling techniques
were employed in the study. The f.0.b, foreign
port of export and c.i.f. US. customs port of
unlading’ values were determined from the sample
shipments, using data obtained from customs rec-
. ords, brokers, importers, and carriers. For some
shipments {t was necessary. to estimate the freight
and insurance charges.
The c.i.f, values of the sample items inthe 1971
study were found to be 6.1 percent (or abolt'$2,779
million) higher than the values published in the
regular import statistics, . For purposes of the

‘Beginning with the 1969 study, the estimated
¢.1.f, values reflect froight and insurance charges
fron the' foreign port of exportation to the U,S.

- customs port of unlading for merchandise arriving
by veasel and by air, or the border port of arriv~
2l for merchandise arriving by rail, motor vehicle,
or other modes of transport rather than to the U.S,
customs port of entry. The U.S, customs port of
unlading is defined for statistical purposes as the
U.§. port at which the merchandise is unloaded from
the importing carrier, The U.S, border port of
arrival is the first port through which the mer=
chandise passes upon arrival in the United States.
The U.S. customs port of entry is defined as the
port at which merchandise is cleared through cus-

tons for entry into consumption channels, or entered *

into customs bonded warehouses. The U.S, customs
port of wuniading and port of entry are in most
cascs the same. The 1969, 1970 and 1971 studies
show that 1ihe exclusion of freight and jinsurance
charges ‘from the U.S, customs port of wunlading to
the U.S. customs port of entry, whenever these two
are not the same, affects the overall c.i.f. ratio
only slightly (rbout one-tenth of one percent}),

study, c.i.f. value was defined as the cost of the
commodities at the port of exportation plus insur-
ance "and freight to the U.S, customs port of
unlading.® . ’

Values for the same sample items in the 1971
study were found to be about 0.6 percent (or about
$273 million) lower on an f,0,b. foreign port of ex-
port basis than the value published in the regular
U.S, import statistics, \Vhile the difierence be-
tween 1.0.b, foreign port of export value amd the
regular U.S, import value on an overall basis was
relatively small, differences for some of the hroad
commodity groupings were more pronounced.
Transportation equipment and chemicals accounted
for the bulk of the difference between the two
overall values,

The regular import statistics reflect values as
reported on import entries for tariff purposes.
- The valuation provisions of the Taritf Act. of 1930,
as amended (Scctions 402 and 402a), are somewhat
complex, but for most imports the valuc at the
principal markets in the forelgn country is re-
quired to be reported on import entries.

Both the estimated f.0.b, foreign port of export
values and c.i.f. U.S, port of unlzding values are
based on the actual invoice values for the in-
dividual transactions. Therefdre, freight and in-
surance charges incurred between the foreign port
of export and the U.S, port of unlading represent
the basic difference between the twovaluations, Un
_the other hand, the values published in the regular
import statistics are based on tariff valuations
which may or may not reflect the fhvoice values for
the individual transactions involved.

‘Comparisons of estimated f.0.b. foreign port of
export and c,i.f. US, port of unlading values as
ratios of regularly published U.S. general import
values are shown in the following tables,



263

Table A. Comparison of Estimated F.0.B. Foreign Port ot Export and C..F. U.S. Port of Unlading
Published U.S. General import Values for Schedule A

Values as Ratios of Regularly
Sections: Calendar Year 1971

* Estimated Estimated Estimated Estinated
Value in ratio of ratio of sanpling sanpling
published f.0.b, c.i.f, variability |variability
Scbedule A section statistics | velue to velue to of £.0.b. of c.i.1.
(w11, g¢ol,)| published published value value
value value ratio! ratio!
TOtaleserasarannonones 43,562,7 994 1,061 +001 002
v, Food apd live aninals.. 5,528.8 .998 1.071 2001 .003
1. Prversres snd tobacco.. .e 875.5 1,008 1.092 «003 010
2, Crude materials, inedible, except fuel 3,382,0 1.032 1,136 005 4008
3. Mineral fuels, lubricants, and related
Dateriali.icaaieciiccanssannane 3;714.8 1.013 1,099 +005 007
€, Anjmal snd vegetablc oils and fat. 171.6 +998 1.071 <008 008
S, CNCmICAS tvavacnnrssasssaraarsrsnae 1,612,3 <953 1.002 +007 007
6, Manufactiered goods classified chiefly
by material... srenessssssa 9,545.8 1,000 3.078 002 003
7. Machincry snd transport equipnent 13,873.2 975 1,013 »004 4005
8. liscellancous manufactured articles, n.e.c.... 5,382,9 1,001 1,088 001 004
9, Commodities and transactions sot classiffod
#CCOrding to KiNd.,  ererrneeocreonrsrrnaonns 1,478.6 1.006 1,028 .003 004

K.e,c, ncans not elsevhere classified.

'Ihe chances aro about 2 out of 3 that esch ostimated ratio differs from that which would have boen obtained from &
+ survey of all transactions by an amount less than tho estimated sampling variability indicated.



264

Jabiv 5. Cemparison ¢f Estimated F.0.8. Foreign Port of Export  and C.LF. US. Port of Unlading
- Values as Ratios of Regularly Published U.S. General import Values for 21 TSUSA Commoduty
Groupings: Calendar Year 1971

N ° . Estinated Catirated | o
) . Value 10 rat1o of ratio of ting
Abbrevisted cormodity description and renge of published 7 f.0.b, e. 1.1, variabiiity | varisbiiaty
TS cowmod$ty puaders statistice | ‘vaelue to value to
. (mid. dot.) | pudliered | pudlishes | Gf Fro:Be | of cubife |
.. . value value velue ratio velue retio
Totediiercaanne 43,562.7| <B4 1.061 28 002
1, Live antmals, @eats, fish and shellfish, dairy
products, eggs, hid Lo
100, 0110-124, 8000, 2,354.8 97 1,036 4001 . 4008
2, Live plants, seeds, coresl grains, nilles
gretn product. 1, starches, vegetables, .
edible nuts and fruits, suger, cocos, and
confectionery:
125,0100-137, 1040, ... evitnvarrrocssnavsnravan 1,084, 998 1,09 ~00¢ ~008
3, Coffee, tes, mate, spices, beverages, to~ .
bacco, end tobacco products: -
160, 102Q-170, 8000. ... 2,345 1.003 1.0n .002 -4008
4. Anizal and vegetable oSls, fats and greases, i
and wiscellancous other animal and vegstable
products .
179, 0300-193. 2500, . coneresurecantienras 813.4| - 1.004 1.087 008 010
8, ¥ood end wood products - .
200, 0300-243, 9060, . . 1,02.8 1.073 11, +008 4008
8, Papar, paper products, T, .
. 230, 0205-274.9000. .., ... cisesetserencane 1,747 1.007 1.03 . 4008 +008
1. Yextile fibers and fabric
300, 1020-359, 6060, 1,399.1 958 1.083 *002 2004
8, Textile furnishin € &pp ° .
acessories, and miscellsneous textile L
producte: - Py X -
360, 0300390, 6000, .. 1vurereinriaerssisonssane 1,800.3 1.001 1.093 +00} 004
.. and cheaicel and =i L -
401, 0200-432,0000. 4. varsee eessrienaane 788,91, AR 08 J031 .'020
10, Drugs, synthetic resins, plastics, rubber, .
s1sentiel oils, cosmetics, sosps, eynthetic
detergents, inks, paints, etc.: ‘ *
435, 0500-474, 5200, . ar.o »993 1.017 004 008
11, Petroleus, petroleum products, netural ga: .
fertilizers, explosives, fatty substance
camphor, carbons, jsotopes, vaxes, stc, 4
473, 0510495, 2000, Crrereenes 4,006.2 1.003 1,096 008 007
13, Konmetallic mirerals snd producis, except
ceramic products, glass, and glass product .
5".)!00-513.!! 20.% 1,014 1.038 .003 «011
13, Ceramic prod
531, 0100~ su -)soo 397.7 1.017 1.4 <003 . 007
. 8ot o:oo-sos 7000...,. e 21.9 1.000 1.183 <003 ~008
18, Letals, their alloys, their basic shapes and ’
forns, and metal products
603, 0210-63F. 1000, 5,284.2 1.00) 1.078 003 _-008
16, Eicetricsl and mechsnical machinery and.
equipment: .
660, 1000-688, uoo...................‘........ s,101.3 1.001 1.042 4004 ‘008
17, Transportstion equipment: ’
650, 0500695, 6000, .., 7,908.8] T .88 NI Y +008 . 008
18, Pootwesr, hei handbags,
ecientific and professionsl inatrusests,
tining devices, photographic equipment, ete. ! . .
700, 0500-724. $000. 1,037.0 97 1,070} . 002 £003 -
19, Musicel instrusents, furniture, arme and
errwnition: sporting goods, toys, Jevelry,
‘ fastening devices, ornsaents, brooms, pyro-
technics, pens, pencils, etc,: . :
. 23,0100-760, 6500. . ,, 1,240.9 1.006 1.098 +003 . s007
30, Works of art, antiques, rubber and prastic .
. products, end miscellancous other producte:
765, 0300799, 0000, . 8162 R 1.08¢ . .008 on
21, Articles subject to specisl clessification
provisions, tenporary legislsiion, etc. .
#00, 009589, 2000, . 1,279 1.007 1.00 1002 004
‘e Shipuents valued under 2231 (entimated)i. ass.0o| | (x» 33 (x) x)

~ X Mot applicable.
Mo chances sre sbout 2 out of 3 that esch cstimated ratio differs from thet shich would have been obtained from &
aurvcy of all transactions by an amount less than the estimeted ssnpling varlability indicated.
These sbipoents werc bot included in the sawple study, but sre presentsd ia this table solely for the purpose of
arriving at the overall totsl. .
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Table C. Comparison of Estimated F.0.B. Foreign Port of Expo'rt and C..F. U.S. Port of Unlading‘
Values as Ratios of Regularly Published U.S. General Import Values for World Areas:
Cafendar Year 1971 .

E£stimated Estimated Estinmated Estimated

ratio of ratio of sampling sampling

vorld area p::::h:: f.0.5. c.1.1. varisbility [ variability
statistics value to value to of f.0,b. of c.i.1.

(m1l. dol.) published published value value

: ) value value ratto? ratio
kL R T T T PR 45,%62,7 894 1,061 +001 002
. o . .003 .003

18,729,6 92 1.030 00

12,691,5 989 1,003 .004 .004
% Latin American Republics... 4,881,0 998 1.081 4002 ,005
Ceniral American Common larket. 447.3 | «978 1.097 .009 014
l.tin American Frce Trade association 4,153.3 .999 1,078 002 .005
Other Latin Acerican Republic 280.4 1,007 1,087 +008 »021
smher Western Hemisphere. 1,187,1 1,001 1.102 .003 ,009
arv-tern EUTOPe. .. . iiiinaae ‘e . 12,6%8.1 <994 1,065 «003 2004

Organization for Economic Cocperstion a . .
Ivvelopment... .. . 12,588.9 994 1,088 4003 004
European Economic Community. . 7,522.2 .990 1,061 004 +00¢
Luropean Free Trade Associatton . 4,329,7 1.003 1,069 .005 005
Unjted Kingdom., . 32,498.% 1.008 1.024 <008 £009
Other EFTA Countries. . 1,831.2 «998 1,062 <004 .003
Other OECO Countries..... . 707.0 098 1.082 +001 ,008
Other Western Europe....... . . 9.2 1,003 1.080 013 .020
Communist Areas In EurOP®....e.eecrosceasessssnes 2230 1,006 1,148 .002 050
ceenrene 11,779,5 .998 1.100 002 004
7,2%8.8 T 2998 1,089 .003 004
4,520,8 998 1,118 002 007
34,1 997 1,161 .002 024
443.0 987 1,107 013 on
including Communist Ar 3,%03.8 1,001 1114} .001 .005
Vutralia, New Zealand, and Oceanid.....,......... 894.9 | 589 1.082 004 007
Atrica,..... 1,338.3 .999 1.001 .003 1008
Republic of South Afric 288,85 | .998 1,07 .001 .025
Qther Africa........... 949,8 1.000 1.096 <004 J011
“atdentified countries’......... 41.3 . (x) (x) (x) (x)

N.f.c. means not elsewhere classified.
} t applicable . .. . .

Mo chancos are about 2 out of 3 that h extimated ratic differs frow that which would bave been obtafned froa
¢ survey of sll transsctions by an samount less than the estimated aopling variability indicated. .

These rhipments were not included in the sample study, but arc presented in this table solely for the purpose of
arriving ‘st the overall total.

Table D. Summary of Current Estimates of F.0.B. Foreien Port of Export and C.L.F. U.S.
Port of Un'2ding Valune Comnared with Published Vz'uasfor US. General Imparts:
Calandar Years 1970, 1971, and 197_2 .

(Nillions of dollars)

Valuves as N Estimated f.o.b. Estimsted c.4i.2,
Period published in foreign port U.8. port of
V.8, fmport of exports unlading
. _statistics! value? values?
Calendar year 1970,, 39,951.6 39,711, 9 42,388.6
Calendsr year 1871, 48,562,7 45,289,3 48,342.0
* Calendar year 1972, tesss 58,555.2 55,221.9 58,944.1

Note: The f.0.b. foreign port of export. estimatcs provide U.S. lmport data sn

port of exportation squivelent of the transaction value,

The c.i.f, U.S. port of

torms of the foreign

unlading estimates pro=

© vide U,5, import data on s vslue basis coxparable with the import dats of most foreign countries,

'Defined as the value required by law for Customs purposes, which in most instances {s the value of

the commoditi
! Desined

at the principal markets in the exporting country.
the cost (to the U.5. importer) of the conmoditi

as the foreign

pert of exportation, '

Ypefincd as the cost (to the U.5. importer) of tho commodities st the foreign port of exportation, plus
{nsurancc snd freight to the U,S. port of unlading, regardless of vhether earned by a U.S, or s foreign

firm,

94-754 O - 73 - 18
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BRUSSELS TARIFF NOMENCLATURE (BTN)

Since the beginning of this century, countries have been
seeking to standardize customs formalities, including customs
" tariff classification or nomenclature, in order to eliminate the
- uncertainties and misunderstandings associated with the customs
"treatment of goods at their borders. Additional goals have
been to facilitate the collection of internationally comparable
statistics on trade, to simplify and facilitate customs admin-
istration, and in recent years, ‘to standardize and simplify
~documentation for goods moving in international trade.

Following World War II, the movement for a standard
customs nomenclature was related to efforts looking toward
the economic unification of Europe. Recognizing that a common
customs nomenclature would be one of the first requirements for
economic integration, European countries began work on what was
to become the present-day BTN.

Developments Leading to the BTN

In 1947 the Committee for European Economic Cooperation
agreed to give consideration to the possibility of establishing
one or more inter~European customs unions. - With this end in
view, it'was decided to set up in Brussels a study group to
examine the problems incidental to the project.

In 1948 this study group set up an economic committee and
.a customs committee, the latter committee being charged with
the task of making a comparative study of customs techniques
in the various countries concerned, with a view to their
standardization. This committee devoted particular attention:
to the establishment of a common tariff nomenclature and the
‘adoption of a common definition of value for customs purposes.
It also studied other aspects of customs procedures.

In 1949 the study group decided that, regardless of the
progress which might be made with the customs union project,
the achievements attained in the fields of nomenclature -and
valuation should be turned to advantage and that similar
endeavors should be made in other fields of customs techniques.
This decision was the origin of the three conventions signed
in Brussels on December 15, 1950. Two of the conventions are
concerned with nomenclature (BTN) and valuation, respectively.
The purpose of the third convention setting up the Customs
Cooperation Council was not only to assemble the executive
" machinery necessary for interpretation and application of the
two specialized conventions in a single international organi-
zation but also to entrust to that organization the responsi-
bility "to secure the highest degree of harmony and uniformity
in customs systems and especially to study the problems inherent
in the development and improvement of customs technique and
customs legislation in connection therewith."
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The convention establishing a Customs Cooperation Council
came into force on November 4, 1952, and the Council held its
organizational meeting on January 26, 1953. It set up the two
committees on nomenclature and valuation envisaged by the two
specialized conventions and set up a peérmanent technical com-
mittee to handle other customs matters and a general secre-
tariat to service the three committees.

The Council is a technical body and its studies and
.attempts to resolve customs problems are based on a purely
‘technical approach. Its purpose is to improve and harmonize
customs operations and thus facilitate the development of
international trade, without obliging member countries to
adopt provisions incompatible w1th their individual economic
policies.

. 'Sixty-nine nations, including the United States, are
members of the Council. Canada became a member in October 1971.

Thirty-five countries have acceded to the nomenclature con-
vention, but more than 70 other countries are using the Brussels
nomenclature without formal accession to the convention. At
the present time, the only major countries in international trade
not using the Brussels nomenclature are the United States and
Canada. Of the 81 members of the General Agreement on Tariffs.
and Trade (GATT), only five have not adopted the BTN. Aside
from the United States and Canacia, these include Burma,

Kuwait and India, which is planning to do so.
. .y

Only 29 countries have acceded to the valuation convention
but about 50 additional countries are applying the Brussels
definition of value, which is basically the CIF-price (cost,
insurance, and freight).

Of the technical conventions drafted by the permanent
.technical committee, the United States has acceded to the
following: .

1. Customs convention on the A.T.A. (Admission “°
Temporaire -~ Temporary Admission) carnet for
the temporary admission of goods.

2. Customs convention on the E.C.S. (Echantillons
Commerciaux - Commercial Samples) carnet for
commerc1al samples.

3. Customs convention on the temporary importation
of professional equipment.

The Senate approved membership of the United States in the
Customs Cooperation Council in 1968. However, lack of an appro-
priation delayed U.S. participation in the Council until
November 1970.
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Role of the United States

The United States has not participated in the movement to

an international standard customs nomenclature. When a complete
revision of the U.S. tariff was begun in 1954, the rapid mowve-
ment of most countries of the world to the BTN and the future
importance of a standard nomenclature apparently was not foreseen
or fully appreciated. Consequently, an effort was not made to

. structure the U.S. nomenclature on the standard then being adopted
by almost all of the free-world trading community. The Tariff
Schedules of the United States -(TSUS), placed in effect in 1963,
accomplished the major goals set out by the Congress in the
Customs Simplification Act of 1954 and represented an enormous
achievement in research, compilation, and improvement over the
previous system. Regardless of the virtues it may have, the
TSUS is unique in today's trading world. However, because the
BTN was drawn upon so heavily in drawing up commodity descrip-
tions, the adoption of the TSUS cleared away many of the technical
problems for adopting the BTN, :

Recent Developments

Because of the widespread adoption of the BTN, that nomen-
clature is now being considered as the basis of a detailed
commodity description and coding system which will be con-
structed for use in international transportaion by air, sea,
rail, road, and other means, and also for customs purposes
and statistics. .

The initial work to develop a universal commodity code
has already been started in the Customs Cooperation Council.
The code, as presently envisaged, ‘will be based on the
BTN/SITC 1/ and will contain not more than one million com-
modity descriptions. The pressure for such a code comes
primarily from transportation companies who want to reduce
the direct cost of documents and associated procedures wihich
has been estimated by two separate studies in the United Kingdom
-and the United States to exceed 10 percent of the value of a
substantial proportion of export shipments. Such a code will
simplify international trade procedures and reduce costs,
particularly by enabling the use of computers.

. The Commission on International Trade and Investment Policy,
in its July 1971 report to the President, referred to these
developments and other factors in its recommendation that the
United States adopt the BTN. 1In its report the Commission
stated as follows (pages 97-98):

1/ The Standard International Trade Classification developed
by the United Nations is coordinated directly with the BTN.
The statistical office of the United Nations maintains a
close contact and working relationship with authorities
responsible for the BTN and is participating financially
and otherwise in the development of the new code.
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"Recent developments in shipping and transportation
appear likely to intensify the burden of using a non-
standard system. Containerization and the use of auto-
matic data processing techniques in documentation of
freight shipments have led to an urgent movement among
shippers, airlines, railways, motor transport companies,
and others engaged in the international transport of
freight to seek a common commodity classification which
will serve for internal actounting, the determination
of freight rates, bills of lading, shipping manifests,
and customs declarations.  The direction of this move~
ment is strongly toward the BTN as the basic structure
of such a system.

"Furthermore, work in the international trade and
tariff area by governments, private organization, and
individuals now requires the translation of United States
trade and tariff data into the BTN structure, freguently
with technical difficulties and inaccuracies, and usually
at considerable inconvenience and expense.

"In summary, adoption of the BTN would be advantageous
to both United States business and to the government.
Initiation of work in this direction would have a positive
influence on current GATT discussions of trade barriers
and on future trade negotiations.

"We recommend that the United States move as rapidly
as possible toward adoption of the Brussels Tariff Nomen-
clature (BTN).

Adoption of the BTN by the United States has been discussed
from time to time and most recently arose in our deliberations
on the content of the Administration's 1969 trade bill. Secre-
tary Stans proposed inclusion in the bill of a provision about
-tariff modernization, including adoption of the BTN.  The
proposal received wide support but the drafting group decided
legislation was not needed to pursue these objectives in the
initial stage. It was decided the subject could be covered
in a paragraph of the President's message of November 18, 1969
on the trade bill which reads as follows: .

"We have arrived at a point at which careful review
should also be made of our tariff structure itself --
including such traditional-aspects as its reliance
upon specific duties, the relationships among tariff
rates on various products, and adapting our system
to conform more closely with that of the rest of the
world.
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In mid 1971 the Office of the Special Representative

undertook a study to determine the magnitude of the changes

. that would have to be made in tariff nomenclature to shift to
the BTN. The study showed the major problems that would have
" to be dealt with were relatively few. Subsequently the
Special Trade Representative, with the unanimous support of
the interagency trade organization, recommended to the
President that he request the Tariff Commission to (1) prepare
a draft translation of the Tariff Schedules of the United

. States (TSUS) which would conform with the BTN and (2) prepare
a report on the probable effects of its adoption on U.S.
industries and trade. The President approved the recommenda-

- tion and in his letter of July 6, 1972, included the following:

The new schedules should avoid, to the extent
practicable and consonant with sound nomenclature
principles, changes in rates of duty on individual
products. Also the U.S. tariff structure should
be simplified to the extent that can be accomp-
lished without rate changes significant for U.S.
industry or trade. In preparing the proposed
revision of the TSUS, the Commission should, where
‘feasible, convert existing specific and compound
rates of duty into equivalent, or approximately
equivalent, ad valorem rates of duty.

The Commission's study is expected by September 30, 1973.

Since this work would deal with matters of interest to
numerous agencies in the Executive Branch, the Presidential
letter instructed the Special Trade Representative to organize
.a task force consisting of the agencies concerned. This task
force was directed to act in an advisory capacity to the
Commission so that the views of all government agencies could
be taken into account before the Commission began its work.
The task force met from August to October 1972 and sent its
recommendations to the Commission. In addition, the letter
instructed the Special Trade Representative to appoint a task
force to review the legal and administrative problems involved
in adherence to the Convention on Nomenclature by the United
States. The Treasury Department was designated as chairman of
the group which began its work in August 1972.

) After the Commission's report is received, the issue will
be given further consideration to determine whether legisla=-
tion should be submitted to the Congress.
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RECORD OF TRADE ADJUSTMENT ASSISTANCE FOR WORKERS

The Trade Expansion Act of 1962 (TEA) provides that workers may be
eligible for adjustment assistance benefits if they demonstrate that

their unemployment resulted in major part from increased imports
caused by tariff concessions. For the first seven years, from October
1962 through November 1969, every worker petition filed with the Tariff .
Commission was found not to meet the requirements of the Act and was
denied. i

There are two ways in which workers may become eligible for adjustment
assistance. A group of workers from a firm, or subdivision of a firm,
may petition the U.S. Tariff Commission for a2 determination as to whether
the criteria of the Act have been met. If an affirmative finding is made,
the Department of Labor then conducts an investigation to determine the
date on which the import generated unemployment began and issues a
certification stating that the eligible workers may apply to their local
Employment Security Affice for the benefits provided by the Act. The
second route to assistance involves an escape clause finding covering a
worker's éntire industry.” Under the procedures of the TEA, if an industry
is found injured or threatened with injury, the President may provide that
the workers in the industry can request the Secretary of Labor for certifi-
cation of dligibility for adjustment assistance.

Industry Cases

Since November 1969, the Tariff Commission has found that four industries
were injured or threatened with injury resulting from increased imports,
and the P'resident has authorized, as part of the relief to the industries,
that the workers may be eligible for adjustment assistance. The
industrics are earthenware, marble, pianos, and sheet glass. .

As a result of these authorizations, 16 petitions for adjustment assistance
were filed with the Secretary of Labor. Fifteen of these resulted in
certifications of eligibility which covered 3, 810 workers, One petition
involving 30 workers was denied certification. (Table 1)

Worker Cases

From June 1963 to April 1973, the Tariff Commission completed investi-
gations on 176 worker petitions. The first affirmative finding came in
November 1969, The Tariff Commission found that 109 petitions
(representing about 44, 700 workers) did not meet the criteria of the TEA
and that 31 petitions (representing 20, 500 workers) did; the Commission
‘was evenly divided and consequently made no {inding on 36 petitions
representing 18, 500 workers. In the latter case the President can accept
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‘ either the negative or affirmative views as the finding of the Commission.
"As of April 1, 1973, he had accepted the affirmative views in 33 cases
and the:remaining three cases were pending.

Industries Involved in Worker Petitions

The largest concentration of petitions, 82, have been submitted by
workers from the non-rubber footwear industry. Of these, 40 were
denied, 7 received affirmative findings and 22 resulted in a tie vote in
the Commission. Three others involving components for shoes were
denied. As of April 1, approximately 7,145 workers from 27 shoe firms_
" had been certified eligible for adjustment assistance. )

The second major concentration of petitions (27) involved workers from
"firms producing electrical equipment, primarily radio and TV receiving
sets (13 covering 18,400 workers) and the electronic components (1l petitions
involving 3, 500 workers). Of the 27 petitions, 17 involving 9,300 workers
were denied, 5 cases covering 8, 640 workers were approved and 7 resulted
in a split decision. Textile mill products accounted for 21 petitions of
which 15 were denied, 5 approved and 1 received a tie vote. (Table 2)

Labor Department Certifications and Benefits Paid

] B g

During fiscal years 1970-1973 (April), 75 worker petitions representing
about 33, 661 workers in 27 states have been certified by the Department
of Labor. Benefits paid to these workers and reimbursements to the

. States have totaled $47 1 million, (Table 3) .

Fiftcen: certifications covering 3, 810 workers resulted from worker groups
who pectitioned the Department of Labor pursuant to a Presidential authori-
zation to workers in an industry to apply for adjustment assistarxice; 29,
certifications representing 15, 336 workers resulted from affirmative
findings of injury by the U. S, Tariff Commission; and 31 certifications
coverixi 15, 515 workers resulted from a Presidential decision to accept
the views of those Commissioners voting affirmatively in cases where

the Cm!nmls sion made no finding.

The Ncw England States account for 39 percent of the certified workers and
43 percent of total expenditures on trade readjustment allowances.
Massachusetts accounted for the largest number of petitions. The Mid-
Atlantic States account for 15 percent of the certified workers and 14
‘percent of total trade readjustment allowance expenditures,

As of April 1, 1973 four petitions representing 6, 300 workers were under
investigation by the Labor Department for possible certification. The
three worker petitions representing 2, 850 workers where the Tariff
Commission vote was evenly divided were awaiting Presidential action.
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Table 1

Summary of Petitions
Tiled with the Labor Department Pursuant to Presidential Authorization

to Workers in an Industry to Petition for Adjustment Assistance
Fiscal Years 1970-1973 1/

Denied Affirmed
: Est, Est.
- Industry Petitions Petitions Workers Petitions | Worker
Earthenware 1 1 300
Marble . 2 Lo 2 430
Piano 8 1 30 7 1,380
Sheet Glass 5 5 1,700
TOTALS 4 16 1 30 15 3,810

1/ April 1973,
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Table 2

Summary of U,S, Tariff Commission Determinations on Worker
Adjustment Assistance Petitions, by Industry
- Fiscal Years 1963-1973 1/

Denied - Affirmed Evenly Divided 2/
] N Est. ) Est. Est.
Industry ' Petitions Workers Petitions Workers Petitions Horkers
Chemicals and Allied Products '
Synthetic Fibers ) 1 1,000
Electrical Equipment : ) ' . E
Radio and TV Receiving Sets 4 4,670 E4 - 8,400 . 5 5,280
Electronic Componcnts - 10 - 2,930 ) ’ ) I 600
Electrical Lighting and ) ' )
Wiring Equipment 2 910
Electrical Transmission Equip. 1 800 1 240 .
Electrical Industrial Apparatus : _ 1. . 100
Fabricated Mctal Products L
Structural Metal Products . 4 . 436
Leather Products ' .
Men's Shoes i 9 1,795 1 230
Women's Shoes . 39 8,430 7 2,270 21 - 6,835
Shoe Components . . 3 vy 432 o
Leather Taaning e 1 400
Metal Mining : -
Iron Ores L . 1 650
‘Miscellancous Manufacturing Tnd.
Musical Instruments ) 3 850 .1 ) 280
Games and Toys 2. 5,830 ’ .
Sporting Goods ’ ) 1 100 :
Silverware and Plated Vare . ' 3 1,810
- Nonelectrical Machinery . :
Hetalworking Machinery 1 1,100
Office Machiues 2 1,700
Nonmetalworking Machinery 2 -400
Primary Mectal Industries . :
Ferrous tetal Refiring 2 540 S - 500
Nonferrous lctal Refining 2 530
Rubber Products i
Tires 1 100 '
Rubber Footwear 1 90 2 840 4 3,930

Misc. Rubber Products S | 250
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Table 2 (continued)

Denied Affirmed Evenly Divided
Est, Est. Bsc.
Industry Petitions Workers Petitions Workers Petitions Workers
Stone, Clay, & Glass Products .
‘Structural Clay Products 3 985
Pottery Products 1 260
Glass Products 2 - 175
Textile Mill Products
Cotton Fabrics .5 2,370 5 2,890 1 1,000
Wool Fabrics 1 300 . : ) S
Manpmade Fabrics 4. 3,700
Knitted Fabrics "3 3,100
Spun Yarn 1 280
Misc. Textile Products 1 200
Transportation Equipment :
Motor Vehicles 1 200 1 2,300
Motor Vehicle Parts 1 500 o : 1 150
TOTALS . . 109- - -, 44,727 31 20,536 36 18,465

1/ April 1973,

2/ When the Commission is evenly divided and makes no finding, the President under
Section 330(d)(1) of the Tariff Act of 1930, as amended, way take no action or
may accept the views of either set of Commissioners as the finding of the
Commission. As of April 1, 1972 the President had accepted the views of the
Commissioners finding in the affirmative in 33 evenly-divided petitions
representing 16,615 workers. The remaining three, representing 2850 workers,
were pending. o
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Table 3 -

State Summary of Department of Labor Certifications of
Workers Eligible to Apply for Adjustment Assistance and
Trade Readjustment Allowances, Fiscal Years, 1970-1973 1/

Estimated

State Petitions Cexrtified Workers TRA Expenditures g_/
Alabama 1 350 $ 862,702
. Arkensas : ’ ’ - 1,105 3/
' California 3 2,620 . . 339, 143
Connecticut 2 1,710 1,572,140
Florida 1 : 350 1,057,188
Georgia ‘2 1,840 ) - 1,173,251
Illinois 7 1,600 ‘ 2,713,668
Indiana 6 2,460 : 5,738,168
Iowa 1 Lo 774,392
Loujsiana 1 ho 1,052, 7hl
Maine 1 280 386,575
Maryland "1 280 ’ 242,100+
Massachusetts 16 6,669 13,058,471
Michigan 3 860 : 839,804
Missouri 1 130 . : L
New, Hampshixe 7 1,986 y22,697
Nev Jersey 1 800 1,568,818
New York ) 5 3,630 . 2,182,211
"North Carolina . 1 300 © 237,263
Ohio . 2 126 281,068
Oxlzhoma - 1 300 © 37h,76k
Pennsylvania 5 1,600 2,779,476
Rhode Island 2 © 8o 4,807,415
Tennessee 1 2,700 3,928,072
Texas 1 . koo 881 3/
Vernont 1 300 90,756
Wef;tLVirginia. 2 680 - 616,324
Totals 27 . ) s 33,661 $47,101,165

1/ april, 1973. :

2/ Expenditires through December, 1972.

3/ Expenditires on Oklahoma Petition Number I. 15.3.

_ly No expenditures on this certification as of December, 1972.

N



277
 REVISION OF ADJUSTMENT ASSISTANCE PROGRAM FOR WORKERS

Adjustment assistance for workers in the Trede Reform Act of 1973 is part
- of & three point legislative proposal which would also improve unemploy-
pment compensation programs for all unemploycd wvorkers by setting Federal
standards end providc greater assurande that workers will not lose accrued
pension entitlements., During the transition, workers displaced by import
competition would receive weekly cash allowances equal to the proposed
unemployment insurance payment, job scarch end relocation allovaences, and
training. Access to these benefits would be made eas1er and the pe..ition-
~ing process shortened.

The Trade Reform Act would case the eligibility criteria for groups of

" workers by dropping the requirerent that increased imports were the result
of trade agreement concessions and by requiring that increased imports
nced only kave "contributed substantially" to the unemployment of the
petitioning workers. A requirement that sales or production or both of
the firm involved have declined on an a‘bsolute vasis has been added to the
eligibility criteria.

There is an obvious need to accelerate the petitioning end injury deter-

mination processes if workers ‘are to receive the mtcnded benefit from

the adju.;txrent assistance prozrarm. .

* / .

Presently the Tariff Cormission takes sixty days to investigate worker
- petitions to determine whether tariff concessions were the major cauce
of inereasing imports and whether increasing imports were the major foctor
causing or threatening to cause injury to & group of workers; if the Tariff
Comnission finds affirmatively, the Department of Labor initiates a 20-day
investication to determine the date of adverse impact and to identify the
group of workers to be covered by o certification., Following the issuance
of a certification by the Department of Labor, the State employment seccurity
egencies norrally use a month or more to gather data on individual workers
and determine their eligibility for benefits. This procedure dces not take
into account possible delays in processing petitions by the Tariff Commission
and problems most State agencies have in gearing up to administer the prozraz
properly. ’

Tre Prode Reform Act would vest in the Secretary of Labor the responsibility
for zonducting investications for determining the adjustment assistance
eligibility of groups of workers. This will assure the delivery of adjust-
ment’ assistance beneflts to. qualified workers as soon as possible following
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their separation from adversely affected empleyment, in that it would
integrete into one &0-day investigation the three fact-finding processes
vwhich under present statutory and administrative arrancerents require at
least three and one-half months to ‘complete.

It is proposed that the Labor Department rather than the Tariff Commission
- conduct the investigation and make the required determinations. This is
appropriate because the Department is directly linked to the wanpower
delivery system and has the expertise and resources to deal with the spec-
jalized State Employment Securily egencies as well as with group or
individual vorker nceds, complaints, eté., relating to the petitioning/
delivery process. Equally important is the fact that in ihe case of
petitions filed directly with the Secretary of Labor in comnection with
industry escape clause ections the Department currently performs investi-
gations and rakes determinations of injury essentially the same as those
that would be required under the proposed liberalized criteria.

Since foreign trade displaced workers are just one of many groups of workers
who suffer employrent displacement because of national policies, a more
rational way to deal with adjustment problems of all workers is to improve
existing cowprchensive programs of worker assistance, such as unerployment
insurance benefits,and ot the same time increcase pension reform to help
protect worLers who lose their jobs agalnst loss of accured pension benefits.

The Admlnistration has proposed legislation on pensions end unemployment
“insurance that will obviate the need for a special progrem of trade adjust-
ment assistance. For this reason the Trade Reform Act of 1973 proposes a
transitional edjustment assistance program,to end when the proposed
unemployment insurance payment standards become effective for all workers
on July 1, 1975. Under the transitional program the States will bear the
costs of unemployment insurance which workers normally would receive under
existing State stondords. The Federal Government would pay any difference:
between the amount of benefits workers are entitled to under the standards
in the trensitional program and what they receive under existing State
' standards.

'

O



