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In the first report under tha new criteria, namely that on birch doorskins, one 
Commissioner found no increase in imports und four others found that the most important 
cause of the injury complained of \'las not increased impo::::."ts but rather the decrease in 
consumption resulting from the decline in housing sta::::."ts. In the case of wrapper tobacco, 
six Co~missioners found the marked decline in U.S. production and consurnption of large 
cigars to be more ireportant than increased imports as a cause of any serious injury to 
the domestic industry. In the report on nu~s, bolts and screws, four Co~~issioners dis
tinguished between the industry producing nuts, bolts and large screws and that_producing 
small scre'l.·l··; all four found no serious injury or threat thereof in the case of small 
screliTS but t1i70 found affirmatively for nuts, bolts and large screws. One Commissioner 
considered all of these products as one industry and expressed the view that the criteria 
for serious injury were not ~et but even if it were assumed that such injury existed, 
increased imports were not a substantial. cause. 

B. Antidumping Actions 

The Antidumping Act of 1921, as amended, provides authority to counter unfair foreign 
competition involving price discrimination. Under its provisions, the Secretary of the 
Treasury is responsible for determining whether foreign merchandise is being, or is likely 
to be sold in the United States at less than fair value. Normally, sales at less than 
fair value are determined to exist if the export price to the United States is· less than 
the exporter' s home mad:et price •. 

The Secretary of the Treasury has six months (nine months in complicated cases) to 
make a preliminary determination of sales at less than fair value, with the final deter
mination due three months thereafter. If the Secretary makes an affirmative determina
tion, the case is for\~arded to the United States International Trade Co~mission to 
determine whether an industry in the United States is b~i~g or is likely to be injured 
or is prevented from being established by the imports sold at less than fair value. An 
affirmative determination by both agencies subjects all imports covered by the finding 
to the assessment of dumping duties to offset any dumping margins. 

During 1975 the following actions were taken under the u.s. Antidumping Act: 
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Product 

A. Findings of Dumping 

Golf Cars 
Tapered Roller Bearings* 

B. Determinations by Treasury of Sales 
at not Less than Fair Value 

Cnicken Eggs 
Radial Ball Bearings 

Rapid Trans.it Vehicle Seats 

c. Determination by u.s. International 
Trade Com.:.'11issio:1 of No In 

Vinyl Clad Fence Fabric 
Non-Po\vered Hechanic' s Hand Tools 
Lock-in ~~plifiers 
Portable Electric Typewriters 
~\Tork I•Jel t Shoes 

D. Investigations Initiated and 
Still in Process 

Automobiles 

·J ' 
\ 

Country 

Poland 
Japan 

Canada 
Japan 

Brazil 

Canada 
Japan 
U.K. 
Japan 
Romania 

France 
Germany, Fed. Rep. 
Belgium 
Italy 
U.K. 
Sweden 
Japan· 

· Canada 



D. Investigations Initiated and 
Still in Process (continued) 

Birch 3-ply Doorskins 
Butadiene Acrylonitrile Rubber 
Water Circulating Pumps 
Hollm-1 or Cored Ceramic Brick & Tile 
Ski Bindings 

Polymethyl Nethacrylate 
Knitting Machines 
AC l'.dapters· 
Tantalum Electrolytic Fixed Capacitors 
Acrylic Sheet 
Melamine in Crystal Form 
Industrial Vehicle Tires 
Portland Cement 

* In litigation. Finding not yet published. 

C. Countervailing Duty Actions 

Japan 
Japan 
U.K. 
Canada 
Germany, Fed. Rep. 
·Austria 
S\\'i tzerland 
Japan 
Italy 
Japan 
Japan 
Jaf.)an 
Japan 
Canada 
Mexico 

The u.s. countervailing duty law (Section 303 of the Tariff Act of 1930) requires 
the Secretary of the Treasury to levy a countervailing duty upon imports whenever a 
"bounty or grant 11 (generally kno\'m as a subsidy) is paid or bestowed in a foreign country 
"upon the manufacture or production or export of any article or merchandise manufactured 
or produced in such country. 11 The purpose of the law is to offset any unfair competitive 
advantage that ,foreign manufacturers may gain over American manufacturers in producing 
and selling products to Ameri~an consumers by reason of governmental or other assistance. 

The Trade Act of 1974, section 331, amended the countervailing duty law in a nurrber 
of ways. For example, all valid: petitions ~ust be ?Ublished and strict time limits for 
taking action are imposed. A preliminary decision must be made within six months of 
receipt of a petition; final action is required within 12 months. Among the most signif
icant changes is the limited discretionary authority granted to the Secretary of the 
Treasury to waive countervailing duties until January 1979 if he determines that: (a) 
ad~quate st~ps have been taken to reduce substantial.ly or eliminate the adv6rse effects; 
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THE WHITE HOUSE 

WASH IN G T ON 

March 12, 1976 

MEMORANDUM FOR BRENT SCOWCROFT 

FROM: 

SUBJECT: 

~I_:!JLIP BUCHEN 
vK>HN 0 . r.1ARSH 

L. WILLIAM SEIDMAN 

Annual Report of the President on the 
Trade Agreements Program - 1975 

A copy of the Annual Report of the President on the Trade Agree
ments Program - 1975, prepared by the Special Representative 
for Trade Negotiations in compliance with section 163{a) of 
the Trade Act of 1974 is attached together with letters of 
transmittal to the President of the Senate and the Speaker 
of the House of Representatives. 

I would appreciate your comments and recommendations on these 
materials no later than Noon, Tuesday, March 16, 1976. 

Thank you very much. 



THE SPECIAL REPRESENTATIVE FOR 
TRADE NEGOTIATIONS 

WASHINGTON 

2 7 FEB 1976 

MEMORANDUM FOR THE PRESIDENT t ~ 

. - --:_/ ( 
FROM: Ambassador Frederick B. Dent ;-.J. L --~ ·-- --
SUBJECT: Annual Report of the President on the Trade 

Agreements Program - 1975 

The Trade Act of 1974, section 163(a) requires that 
you submit to the Congress an annual report on the trade 
agreement program and on import relief and trade adjust
ment assistance under the Act. Pursuant to Executive 
Order 11846, I have prepared the required report for 1975, 
which is enclosed for your approval together with letters 
of transmittal to the President of the Senate and the 
Speaker of the House of Representatives. 

There is no statutory deadline for transmittal to the 
Hill, but the report of the Ways and Means Committee on 
trade legislation stated that the Committee "expected" 
such annual reports to be submitted no later than March 31 
of the year following the period covered. 

Enclosure 



D R A F T 

Honorable Nelson A. Rockefeller 
President of the Senate 
Washington, D. C. 20510 

Dear Mr. President: 

In accordance with the provisions of section 
163(a) of the Trade Act of 1974, I am pleased to 
submit herewith a report on the trade agreements 
program and on import relief and adjustment assist
ance for workers, firms and communities under the 
Act in calendar year 1975. 

Sincerely, 

Gerald R. Ford 

Enclosure 



D R A F T 

Honorable Carl Albert 
Speaker 
U.S. House of Representatives 
Washington, D. C. 20515 

Dear Mr. Speaker: 

In accordance with the provisions of section 
163(a) of the Trade Act of 1974, I am pleased to 
submit herewith a report on the trade agreements 
program and on import relief and adjustment assist
ance for workers, firms and communities under the 
Act in calendar year 1975. 

Sincerely, 

Gerald R. Ford 

Enclosure 
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I. TRADE TRENDS IN 1975 

A. ~vorld Trade 

Under the weight of global recession and continuing inflation, the value of 
world trade in 1975 rose slightly in value but declined somewhat in volume. This con-. 
trasts with average growth rates of 24 percent, by value, and 10 percent_, by volume, in 
the previous five-year period. 

World 

Uni te'd States 
Canada 
Japan 
European Communities 

United Kingdom 
France 
West Germany 
Italy 

Other Developed Countries 
Developing Countries 

OPEC Countries 1/ 
Other -

Communist 

Estimated World ExEorts 

1974. 
BTl lion 

841 

99 
34 
56 

276 
39 
46 
89 
30 
82 

220 
124 

96 
74 

1975 
us-r-

865 

107 
32 
56 

292 
42 
53 
90 
35 
89 

203 
112 

91 
86 

Percent change 

2.9 

8.1 
-5.9 

5.8 
7.7 

15.2 
1.1 

16.7 
8.5 

-7.7 
-9.7 
-5.2 
16.2 

1/ Oil exports valued at estimated f.o.b. prices on accrual rather than settlements 
basis, plus estimated otDer; covers Algerin, Ecuador, Indonesia, Iran, Iraq, 
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, United Arab Eznirates, and.Venezuela 
(data not available for Gabon). 

NOTE: Estimates for 1975 based on partia~ year data. 

Source: UN, IMF, OECD, National Sources. 

Major Industrial Countries 

Exports of the seven major developed countries (United States, France, West Germany, 



United Kingdom, Italy, Canada and Japan} hit a record high oi ~425 billion (seasonally 
adjusted annual rate} during the first quarter of 1975 but dropped sharply during the 
spring and summer quarters. Falling industrial output and widespread inventory drawdowns 
in the industrial West, starting in 1974 were largely responsible for the spring-summer 
contraction. Although the recession bottomed out in most countries in the second half of 
the year and exports picked up slightly during the fourth quarter, the level remained 
well below the peak recorded in the first quarter. For the year, the seven countries 
showed an increase of 5.6 percent by value. 

With the exception of Canada, the latest available export data show all of the major 
industrial nations shipping at least as much, by value, as in 1974. Substantial increases 
were posted by France and Italy, but generally the year-to-year changes in 1975 were much 
less than the growth in exports shown by the major industrial nations in 1974. Canadian 
exports dropped $2 billion in 1975, a reflection of the recession in the United States 
and a decline in prices of some of its raw materials exports. Those major industrial 
nations with substantial gains in exports to OPEC nations were generally also those 
whose export performance during 1975 was the strongest. 

Aggregate imports of the seven major industrial countries in 1975 declined about 
seven percent by value and by even more in volume. Movements from quarter to quarter 
were significant. As compared with the record levels reached during the last two quart
ers of 1974, there was a marked drop in the first and second quarters of 1975. This 
decline was arrested in the third quarter and the trend moved upward slowly in the latter 
months of the year. As with exports, the turnaround reflected the end of inventory 
liquidation and the beginning of economic recovery in the industrial nations. 

The trade balances of the major industrial countries varied widely. Heading the 
surplus list was the Federal Republic of Germany ($19 billion), followed by the United 
States and Japan with lower but substantial surpluses and France with about $1 billion. 
Canada, the United Kingdom and Italy all had trade deficits. The United Kingdom's $7 
billion deficit, although greatly improved from the previous year, was the largest of 
the three. 

1 



Smaller Developed Countries 

Trade trends among the smaller developed countries were quite mixed. Exports 
which depend in large part on demand in the major European markets, were affected by 
the recession and slow recovery in those markets. ·Nevertheless export earnings for 
the group rose a little over eight percent in 1975, with most of the growth occurring 
in the first and fourth quarters. Since imports rose by a smaller amount, the trade /....- .. ~ , 
defi<?i t for the group declined to about $24 billion, as compared with $30 billion ~~pe ( .'·" . - .. · 
prev1ous year. · J~ 

Non-OPEC Developing Countries ~~-, ./·· 
"---... _ ___..,..,..o 

The external accounts of non-OPEC developing countries were hit very hard by the 
recession. Developing countries assert their export prices were down significantly from 
the 1974 average, while the prices they paid for imports continued to rise. The matter 
of terms of trade, and specifically the calculation of impori pric~s paid, is under fur
ther study in OECD. There is, however, no doubt that export volume growth of developing 
countries was curtailed by the decline of global economic activity. Import volume showed 
only slight declines, primarily because new economic programs and policies needed to 
reduce imports and to adjust to a new trading environment were slow to be put into play. 
These programs began to take effect in late 1975. It is estimated that the aggregate 
current account deficit for non-OPEC developing countries may have stood at about $39 
billion for the year, up from $28 billion in 1974. 

OPEC Countries 

OPEC countries' export earnings dropped to about $112 billion in 1975 (accrual 
basis), down over eight percent from 1974. The volume of oil exports declined 12 per
cent to 26.2 million barrels per day but the average take per barrel in 1975 was higher, 
so the earnings drop was less. The drop was most severe in the first half of 1975, when 
oil inventories were reduced from abnormally high levels, and the recession cut demand in 
consuming countries. Volume picked up somewhat in the second half as oil companies 
started to rebuild inventories. 

Aggregate OPEC merchandise imports increased by 55 percent over 1974 and were the 
principal cause of a major drop in the trade surplus of the group. Partial data indicate, 
however, that after mid-year import growth tailed off sharply in nearly all OPEC countries. 
In some, the slowdown probably reflects the end of the initial spending sprees as import 
bills Approached or exceeded export earnings. Indonesia imposed import controls in July 



and Algeria and Ecuador ran trade deficits for the year. Further import growth in these 
countries will be limited unless they choose to borrow or run down reserves. In some 
cases import growth, while high, was nevertheless held back somewhat by administrative 
and transportation bottlenecks. Port capacity and sluggish customs procedures impeded 
imports in Iran, Nigeria, Iraq, and Saudi Arabia. 

Taking into account exports, imports, services and private transfers for OPEC coun
tries the estimated surplus was about $42 billion, or 30 percent below 1974. Saudi 
Arabia was the only country to show an increase. Iran and Nigeria had the largest 
declines in absolute terms but in most other cases the drop in the surplus was signifi
cant and Alveria, Ecuador and Indonesia shifted into a deficit position. 

Communist Countries 

Communist countries maintained a high level of imports in 1975 in order to proceed 
with planned development programs. Soviet foreign purchases from the seven major Western 
countries in the first nine months were nearly double the same period in 1974. Nearly 
all the increase resulted from larger capital equipment and grain purchases. Slack 
Western demand held the rise in Soviet hard-currency export earnings to no more than six 
percent -- a decline in real terms. 

The deficit of the communist countries was aggravated by harvest failures, but no 
major Communist country encountered financing problems. The USSR financed its estimated 
deficit of nearly $5 billion with a combination of Western credits, gold sales, and for
eign exchange drawdowns. The East Europeans were more seriously affected. They faced an 
aggregate hard-currency deficit of perhaps $7 billion. All except Bulgaria cut back 
import growth and some may curtail borrowing in 1976 because debt service ratios in 1975 
were approaching uncomfortable levels. From July 1974 to June 1975 the East Europeans 
borrowed almost $6 billion from Western countries, a nearly fourfold increase over the 
previous 12 months. Sharply higher prices for Soviat fuel~ and other raw materials 
added to East European problems. 

- 2 
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B. u.s. Foreign Trade 

u.s. foreign trade in 1975 was marked by a dramatic reversal from a deficit in the 
preceding year to the largest surplus in u.s. history. The turnaround to a positive bal
ance was caused by an absolute decline in the value of imports coupled with a moderate 
9.5 percent export rise. 

U.S. exports, excluding military grant-aid, advanced to $107.2 billion, 
while imports fell by 4.1 percent to $96.1 billion resulting in a surplus of $11.1 bil
lion. When imports are valued to include freight and insurance to u.s. ports, the total 
amounted to $103.4 billion, and the surplus on this basis was $3.8 billion. 

The growth in the value of exports last year was substantially smaller than that 
recorded for the two previous inflation-affected years, but it was about the same as the 
average annual rise from 1965 to 1972. All of the advance in 1975 reflected increases in 
price; the volume of exports was 3 percent below that in 1974. 

The downturn in the real growth of exports particularly reflected the recession in 
economic activity experienced by major u.s. trading partners. The negative impact of 
that decline was moderated, however, by the fact that machinery and other capital goods, 
which form a major component of U.S. export sales are cyclically less sensitive. More
over, substantial excess capacity in the United States was used by manufacturers to fill 
orders which had been backlogged the preceding year. A bright spot in the export picture 
in 1975 was the continued strong demand from the oil-exporting developing countries. 
Sales to thuse countries accounted for nearly half of the growth in exports. 

The reduction in domestic demand for foreign goods was attributable to the substan
tial fall in the level of domestic economic activity that had occurred since the second 
half of 1974 and the huge inventory drawdowns that took place in the first half of 1975. 
The decline n U.S. production particularly affected demand for imports of industrial 
supplies. Moreover, the two earlier dollar devaluations coupled with the strong infla
tion abroad in the past few years have cumulatively increased prices of foreign consumer 
goods and other types of manufactures and consequently dampened u:s. demand for products 
produced abroad. When the rise in prices of imported goods is added to the drop in 
value of total imports, the first since 1961, the decline in import volume in 1975 
totalled 12 percent. 

., .· \• . '•) . 
. ... 
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u.s. exports were quite erratic in their growth throughout 1975. In the first (:.r. i 
quarter, export sales rose only marginally, followed by a sizable drop in April-June~·~· /' 

' •., .. ..._:~~~..,..,..-"~~>" 



A strong pickup in the third quarter was succeeded by further, but more moderate, growth 
in the fourth. Imports, on the other hand, plu~~eted in the first six months as a con
sequence of the recession and inventory adjustment. Responding to the turnaround in 
domestic economic activity, purchases rose more strongly than exports in July-September, 
then continued to expand at a modest rate in the last three months. 

Nonfarm Sales Advance 

Nonagricultural exports rose 12 percent to over $85 billion, mainly as a result of 
continued growth in sales of machinery and automotive products •. In spite of an unfavor
able investment climate abroad, machinery sales were up about 20 percent over 1974. 
Strong demand from the oil-producing developing countries, some of which embarked on 
ambitious social and economic expansion programs, boosted sales of materials handling, 
well~drilling, and construction equipment by about 50 percent. Shipments of power gen
erating equipment rose in value, as sales of steam power boilers and turbines to Western 
Europe increased. Stronger demand from the oil-exporting countries and the USSR con
tributed to a sharp rise in shipments of farm tractors and parts. In contrast, sales of 
computers and parts, which had climbed rapidly in recent years, leveled off in 1975, and 
shipments of semiconductor devices and parts dropped sharply. 

Paced by large truck sales to Iran and rising deliveries of cars and parts to 
Canada, exports of automotive products rose sharply. Automobiles and parts shipped to 
U.S. subsidiaries in Canada expanded because of improvement in the North American auto 
market, especially after the first quarter. In contrast, after several substantial 
year-to-year increases, sales of trucks to. Canada declined. Deliveries of civilan air
craft slowed markedly in contrast to the huge gains posted in recent years, as the 
slackening in the growth of world passenger traffic limited foreign airline demand for 
large u.s. transport planes. 

Mostly as a result of higher prices, coal shipments increased by over $800 million; 
the quantity rose by only 9 percent. Overall demand for steel products fell, although 
sales of steel tubes and pipes to nations that produce oil and gas advanced sharply. 
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Reflecting the contraction in industrial production abroad, declines were also registered 
for a variety of other industrial supplies, including chemicals, textiles, aluminum, and 
copper. 

Marginal Change in Farm Exports 

For the second consecutive year, the agricultural trade balance was over $10 bil
lion. u.s. agricultural exports in CY 1975 were valued at $22.1 billion, slightly below 
the previous year's record of $22.3 billion. Increases in u.s. shipments of grain and 
feed (particularly wheat and flour, up 15 percent, and corn, up 18 percent) partially 
offset significant declines in the value of cotton, soyb8ans, soya cake and meal, and 
fats and oil exports. 

Imports of Industrial Supplies Decline 

Imports of industrial supplies other than petroleum decreased by 11 percent in 1975:~ 
The decline stemmed from the reduction in domestic production, vlhich was particularly 
steep in the first two quarters, continued weakness in the construction industry, and the 
extensive liquidation of inventories. Impor·ts of most metals were particularly depress
ed. A two-thirds decline in the value of copper imports reflected abundant domestic 
supplies and depressed world prices. Purchases of steel were also lower both in value 
and volume, despite large receipts in the first quarter from deliveries based on 1974 
contracts. Also substantially lower were imports of lumber, chemicals, and textiles. 

The only sizeable increases in 1975 imports were registered in gas and oil, each 
of which advanced about $550 million in value, although they declined slightly in quan
tity. After a huge rise in 1974 as a result of the jump in OPEC prices, petroleum 
imports rose only 2 percent to $25 billion. Prices averaged about 4 percent higher than 
in the preceding year. A sharp rise in the volume of crude oil arrivals, in part to 
compensate for the continued decline in domestic production, was nearly offset by a fall 
in the quantity of refined product imports. Natural gas imports, totalling over a 
billion dollars, more than doubled in value in 1975 due entirely ~o soaring prices. 

Reflecting primarily a substantial drop in receipts of automobiles and electronic 
equipment, consumer goods imports declined by $1.2 billion. Passenger car imports from 
Europe and Japan fell 24 percent in number despite a strong increase in U.S. sales, as 
dealer inventories were reduced from the high levels built up in 1974. Imports from 
Canada, although also well below last year in number, posted a small increase in value 
because of higher prices. A sagging domestic market also caused a considerable drop in 



purchases of foreign radios, TVs, and audio tape equipment. Imports of nondurables such 
as clothing and footwear, however, continued to rise in value. 

Food and beverages imports declined in value despite an average price rise of about 
4 percent. Purchases of sugar, by value, ~ere 17 percent below the 1974 record and were 
sharply lower by quantity. Prices fell during the year, but nevertheless. averaged 
higher than in the preceding twelve months. Meat imports rose in volume, but declined 
in value because of considerably lower prices. A moderate growth in arrivals of mach
inery, particularly agricultural and metalworking types, was nearly offset by declines 
in aircraft, trucks, and other capital goods imports. 

I - 'f lA--

Surpluses Rise with Most Countries ~~-. 

The u.s. trade surplus with the developed countries increased by $5.7 billion in; 0,, ,. :··y··~\\. 
1975, as imports declined and exports expanded. The downturn in economic activity in··~ · ~ 
the industrialized nations limited the increase in u.s. exports to those countries to 
a modest 3 percent. Boosted by greater exports of machinery and automotive equipment, ·· ··~-
shipments to Canada were the most buoyant. Deliveries to Western Europe, which included 
larger values for coal and machinery, also advanced slightly. Partially offsetting 
these increases, however, was a 10 percent contraction in sales to Japan, centered in 
chemicals, machinery, and agricultural products. 

The decline in imports from the industrialized countries was caused largely by a 
sharp drop in the inflow of passenger cars from Germany and Japan and a shift in the 
sourcing of U.S. petroleum imports. Canada began to restrict sales of oil to this 
country in 1975 in order to conserve supplies. Imports of refined products from Western 
Europe, which had risen considerably in 1974 during the Arab embargo dropped to more 
normal levels. Arrivals of chemicals and metals from the developed countries were slug
gish, with the exception of large receipts of steel from Japan early in the year. In 
contrast, machinery imports from Canada and Western Europe continued to expand moder
ately, while natural gas imports from Canada more than doubled. 

4 



The huge 1974 deficit with OPEC and other developing country oil producers was 
reduced considerably as imports rose moderately, while exports clirr~ed by 54 percent. 
Sales to those countries continued to expand rapidly as a result of their massive 
development programs, their sizeable though somewhat reduced export earnings, and their 
large holdings of foreign reserves. Deliveries of machinery, trucks, aircraft, and mil
itary equipment were particularly strong, but sales of grains, steel, and many other 
U.S. products were also buoyant. Expanded arrivals of crude oil accounted for most of 
the rise in imports from these countries. 

The u.s. surplus with the other developing countries jumped to nearly $9 billion. 
Imports from these areas dropped as demand for their foods and industrial supplies fell 
and prices of some products declined following two expansionary years. The market for 
certain consumer goods from these countries -- especially electronic products -- also 
suffered a sharp decline. At the same time, U.S. exports to these countries rose by 
9 percent in 1975. This rate of growth, however, was only about one-fifth the rate 
recorded in the preceding year, when the worldwide boom caused their sales and earnings 
to soar and enabled them to expand their foreign purchases rapidly. 

U.S. trade with the socialist countries resulted in a surplus of over $2 billion in 
1975. Large shipments of agricultural products, notably wheat and corn, and increased 
sales of metalworking, agricultural, and other types of nonelectrical machinery to the 
Soviet Union and Eastern Europe led the $852 million advance in exports. Sales to the 
People's Republic of China, in contrast, declined, following a good Chinese harvest, 
\vhich reduce.] the need for imports of agricultural products, and the completion of a 
sizable aircraft order in 1974. Imports from the socialist countries fell by 12 per
cent, with Inajor reductions in purchases of petroleum products from Romania and Russia, 
platinum from the USSR, and gold coins from Hungary. Imports from China.continued 
to advance from their modest level, although much more moderately than in 1974. 

Appendix A gives a breakdown of u.s. exports and imports, by countries and principal 
commodities. 
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Under Section 141 of the Trade Act of 1974 and the ~revisions of Executive Order 
. 11846 of March 27, 1975, issued pursuant thereto, the respo11sibilities of the Office of 

the s·pecial Representative for Trade Negotiations are defined to include: 

11 
••• all activities consisting of, or related to, the negotiation 

or administration of trade agreements which primarily concern trade 
and are concluded pursuant to the authority vested in the President 
by the Constitution, Section 350 of the Tariff Act of 1930, as 
amended, the Trade Act of 1962, as amended, or the /Trade Act of 
19747 • lt -

Negotiating ~uthorities for Section 204 of the Agricultural Adjustment Act of 1956 and 
the Meat Import Act are not included under the trade agreements program. 

Under section 141(c) (1) (B) of the Trade Act, the Special Trade Representative is 
given express responsibility both to the President and the Congress for administration 
of the trade agreements program. Section 14l(c) (1) (C) requires that the Special Trade 
Representative be chief representative of the United States in each negotiation under 
Title 1 (negotiations on tariff and nontariff barriers, GATT reform, and escape clause 
compensation) and section 301 (foreign unfair trade practices) of the Trade Act. 
Section 2(b} of the Executive Order requires that, unless expressly otherwise provided 
by statute, executive order, or instruction of the President, the Special Trade Repre
sentative shall be chief u.s. representative for each negotiation under the trade agree
ments program. 

The Trade Policy Committee has been given (under section 242(a) of the Trade Expan
sion Act of :.962, as amended by the Trade Act of 1974, and under section 3 of Executive 
Order 11846) responsibility for advising the President on the basic policy issues aris
ing in the administration of the trade agreements program. The Trade Policy Com."'littee is 
chaired by the Special Trade Representative and its membership is composed of: 

(1) 
(2) 
{3) 
{ 4} 
(5) 
(6) 
(7) 
(8} 
(9) 

(10} 

The Special Representative fer Trade Negotiations 
The Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Attorney General 
The Secretary of the Interior 
The Secretary of Agriculture 
The Secretary of Commerce 
The Secretary of Labor 
The Assistant to the President for Economic Affairs 



(11) The Executive Director of the Council on International Economic Policy 

The Committee met on four occasions in 1975 and reviewed diverse trade issues such 
as: creation of a GATT consultative group of limited but representative GATT members 
intended to provide regular and effective international policy level re~iew of pending 
trade questions; strategy for the multilateral trade negotiations; and implementation of 
generalized tariff preferences for products of developing countries. 

.J.I.- • 



III. THE SEVENTH ROUND OF HULTILATERAL TRADE NEGOTIATIONS (MTN) 

A. Organization of U.S. Negotiating Effort - Washington and Geneva 

Following the 1973 ministerial meeting of major trading nations which resulted in 
the adoption of the Tokyo Declaration, the Executive Branch of the United States Govern
ment looked closely at organizational structures used in previous trade negotiations, 
especially that of the Kennedy Round, the most recent. The structural assumption had 
been that negotiations were best conducted by Washington-based experts who vlOuld travel 
to the negotiating arena, remain on a temporary basis while the talks were conducted, 
then return to their principal duties. Aside from the obv).ous personal difficulties 
imposed by this system, it was found that both the prolonged absences from the main
stream of Washington trade activity and the implicit communication and coordination 
burdens severely hindered the negotiators-. Thus, it was concluded early on, well before 
the passage of the Trade Act of 1974, that for the next round of trade negotiations a 
permanent delegation would be assigned to Geneva to work with the Washington policy -
making agencies. 

The Office of the Special Representative for Trade Negotiations (STR) has since 
1963 had an ongoing Washington organization with a small staff tailored for the coord
ination of agricultural and industrial aspects of trade policy consistent with the 
employment, financial and diplomatic interests of the United States. For the Multilat
eral Trade Negotiations (MTN) that staff was supplemented and provision was made for the 
assignment of forty individuals, including negotiators, analysts, and support staff to 
Geneva, Switzerland. 

Both the W~shington and Geneva operations are under the guidance of the Special 
Trade Representative who holds the title of Ambassador and has Cabinet-level rank. 
With his two deputies, who also carry the rank of Arr~assado~, he oversees both the 
domestic consensus-making and foreign negotiating functions of his Office, assigning 
them to Washington and Geneva, respectively. 

The Washington organization includes two sections to manage the two-way flow of 
information and advice with the Congressional and private sector advisory co~~ittees 
mandated by the Trade Act of 1974, several sections to coordinate the development of 



negotiating positions cr. the various technical areas of negotiations with the Washington 
agencies involved, and a policy planning section to maintain the consistency and overall 
direction of the individual areas of the negotiations and provide a centralized data base 
of all advice and research available. Other sections manage the office's involvement in 
issues under existing trade agreements, bilateral trade negotiations and legal affairs. 
Finally, one individual, designated the Washington-Geneva Coordinator, attends policy 
level and advisory meetings in all areas bearing on the negotiations and reports direct
ly to the HTN Delegation in Geneva. 

Intera~~ncy coordination is .managed through three tiers of committees chaired by 
STR, plus ad hoc working groups of those committees. Policy papers on the several areas 
of the negotiations and on other areas where STR coordinated United States Government 
trade policy are initiated in the Trade Policy Staff Committee (TPSC), chaired by an 
Assistant Special Trade Representative. Representatives from each Executive agency con
cerned with the issue, normally at the office-director level, sit on the TPSC in its 
private deliberations and when it holds public hearings on ·trade issues. At the next 
level, the Washington Deputy Special Trade Representative chairs the Trade Policy Review 
Group (TPRG}, which inter alia determines the u.s. policy positions on important MTN 
issues and other trade matters (such as import relief cases and Section 301 complaints}, 
including some moved up from the TPSC. To provide broad guidance for the negotiations 
and to resolve those occasional issues on which agreement cannot be reached in the TPRG, 
the Trade Policy Committee (TPC), chaired by the Special Trade Representative, meets at 
the Cabinet level. 

The Ger.eva negotiating team offers input in the development of positions, both as 
background in the initial stages before TPSC consideration and in the final stages as 
comment on the TPRG positions before their approval by the Special Trade Representative. 
Its views on the prospects and means to achieve U.S. negotiating objectives are a key 
element in developing positions on trade issues. Thus the Washington organizational 
structure offers a process which determines the United States' interests on a specific 
trade issue, weighs that issue and those interests against other aspects of the nego
tiations and finds a balance between the desirable and the attainable. 



The Geneva structure is also headed by a Deputy Special Trade Representative with 
the rank of Ambassador, who is stationed in Geneva with the MTN Delegation. The Dele
gation is organized on the project teum advisory staff concept. With a relatively small 
staff of experts in specific trade areas, project teams offer the flexibility, close 
coordination and integrated staffing needed to deal with the broad range of issues 
covered in the ~1TN. 

Each project team is headed by a project manager and may include specialists from 
related fie~ds, who also serve on other project teams or as part of the advisory staff. 
Currently the project teams are set up to parallel the worl::ing groups of the MTN: 
tariffs, nontariff measures, sectors, safeguards, agriculture and tropical products. 
One of the other project managers focuses on the overall structure of the trading system 
and handles various trade reform issues in each area of the negotiations. 

. The advisory staff consists of the economic analysis team, country advisers and 
commodity advisers. The econoffiic analysis staff provides analytical support to the 
negotiating teams, including economic examination and intepretations of the issues as 
they arise in the negotiations. They are also responsible for data management and for 
coordination of the Geneva international computer data base. 

The country specialists have the responsibility of advising project managers on the 
economic, political, and strategic aspects of the country or countries under their juris-
diction. · 

The industrial and agricultural advisers are responsible for providing general 
industrial or agricultural advice to the delegation, as well as representing the general 
viewpoint of their respective sectors. 

B. Domestic Preparations for the MTN 

1. The Public List and Advice from the United States International Trade 
Commission (USITC) 

Following the entry into force of the Trade Act of January 3, 1975, the Admin
istration moved quickly to initiate the required procedures for obtaining advice concern
ing negotiations. The first step was the notification in the Federal Register on 
January 14 of the intention to participate in international trade negotiations, together 
with the items in the Tariff Schedules of the United States (TSUS) which would be con-



sidered for inclusion in the tariff aspect of the negotiations. 

The notice indicated that every tariff item would be considered for duty modifica
tion or continuance to the extent of the authority provided in sections 101 and 109 of 
the Act and specified the relatively few items which were mandatorily excluded because 
they are subject to escape clause tariff relief or fall within the national security 
criteria of section 127. Specifically listed by tariff number were those dutiable items 
on which the January 1, 1975 rate 1.vas not more than 5 percent ad valorem or in the case 
of specific and compound rates, those for which the ad valorem equivalent was determined 
to be not more than 5 percent on the basis of the value of imports in the most recent 
represen·tative period. The notice stated explicitly that although the items covered 
would be considered for inclusion in u.s. tariff offers, any article might also be 
reserved from the negotiations or might be subject to smaller reductions than those 
authorized by the Act. 

On the same day that the public notice was published, it was sent to the United 
States International Trade Co~mission for its judgment as to the probable economic 
effect of continuance, reduction or elimination of u.s. duties or continuance of duty 
free or excise treatment on domestic industries producing like or directly competitive 
articles and on consumers.l/ Such advice was to be given for each individual tariff 
item and was, by statute, to be submitted within six months. 

In preparing its advice to the President, the Commission held hearings in 21 cities, 
opening February 25 and concluding May 10. Over 1200 witnesses appeared and more than 
600 written submissions were received. This material, combined with extensive research 

1/ The public hearings and the advice provided by the Commission also covered the views 
of interested parties and the Commissio~'s judgment as to the economic impact of 
providing duty free treat~ent on articles being considered for the Generalized 
System of Preferences under Title V of the Trade Act. See Chapter VIII below. 



by the Con~ission's staff of experienced analysts in the various product fields, pro
vided the basis for a report containing 60 volumes of basic data on approximately 6700 
tariff items and seven volumes summarizing key facts and setting forth the Co~~ission's 
advice for each item. This report was submitted to the President on July 14, 1975. 

2. Public Hearings of the Executive Branch 

In addition to the USITC hearings, the Trade Policy Staff Committee, chaired by the 
Office of t!">.a Special Trade Representative and with members from the Departments of 
State, Commerce, Agriculture, Treasury, Interior, Labor and Defense, plus an adviser from 
the USITC, held public hearings in Washington, D. C. and other cities throughout the 
country from June 3 through August 8. The scope included all matters relevant to the 
trade agreement negotiations, inr.luding not only the domestic impact of possible U.S. 
tariff concessions but the concessions the United States should seek from its trading 
partners and the position to be taken on nontariff measures. 1/ 

Additional public hearings were held in tvashington, D. C. by the TPSC on September 
16 and 17 covering four categories of nontariff measures being given multilateral con
sideration in the MTN. These he~rings encompassed {a) subsidies affecting international 
trade and countervailing duties upon subsidized exports; (b) quantitative restrictions 
upon trade (including import prohibitions ar.d "voluntary export restraints") and import 
licensing procedures; (c) standards, packaging and labeling, and marks of origin; and 
(d) customs valuation, customs nomenclatu.::::-e, customs procedures, and import documenta-
tion, inclu~ing consular formalities and fe8s. Useful supplemental information was pro
vided in testimony and written submissions on both agricultural and industrial nonta~J;~ii·!;~ 
measures. · . ~-_.'. 

/ .~J~;- . :: .. - '• 
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3. Advice from the Private Sector 

One of the most significant new features of the program for developing the u.s. 
position in the MTN is the important role being played by the private sector. In accord
ance with the provisions of the Trade Act, a formal committee structure was established 
to assure that u.s. negotiators have the benefit of information and advice from repre
sentative elements of the private sector on matters ranging from overall policy and 
negotiating objectives to technical aspects of bargaining on particular products. 

Extensive consultations with the various groups \vera held during the year. Members 
of the staff of the House Ways and Means Committee and the Senate Finance Co~~ittee were 



invited to attend all meetings. To assist the advisory committees in their work, per
sonnel and administrative services have been provided by agencies of the Executive 
Branch. Most of the Committees completed reports during the year and those reports are 
under careful study for continuing us·e as the negotiations proceed. On both policy and 
technical matters, this consultation process will continue throughout the MTN; activities 
in 1975 are summarized below. 

a. Advisory Cornmittee for Trade Negotiations {ACTN) 

The Advisory Co~~ittee for Trade Negotiations, specifically provided for by 
section 135(b) (1) of the Trade Act, was established to p~ovide high level overall policy 
advice on any trade agreement referred to in section 101 or 102 of the Act. The Com
mittee is chaired by the Special Trade Representative and consists of 45 individuals 
representing a broad cross-section of government, labor, industry, agriculture, small 
business, service industries, retailers, consumer interests and the general public. 

This Corr~ittee is a key element of the innovative institutional arrangements 
that have been adopted to assure that U.S. trade negotiators fully reflect a balanced 
view of the whole range of u.s. interests, and that u.s. negotiating positions in turn 
enjoy broad public support. The objective is to establish domestic consensus on how the 
United States can participate most effectively and successfully in negotiations with 
other countries concerning policy measures affecting internationally traded goods and 
services. 

The ACTN complements other advisory committees that have been established as 
communication links between the negotiators and specific elements of the private sector. 
While the function of these other groups is to identify the specific interests of 
particular economic groups, the function of the ACTN is to identify the overall interest 

y The TPSC hearings also covered advice on the generalized system of preferences for 
developing countries discussed in Chapter VIII below. 



of the United States and to assist the Special Trade Representativ.e in ·the task of 
integrating individual u.s. negotiating objectives into a coherent, negotiating strategy. 
Members of the group reflect the many diverse economic interests of the United States. 
They are not chosen, however, as representatives of particular economic groups but rather 
as qualified individuals who can contribute to the formulation of a balanced assessment 
of u.s. objectives in trade negotiations. 

Throughout the negotiations the Committee will play an important role in advis
ing the Spe~lal Trade Representative on the development and implementation of an overall 
negotiating strategy. The pace of the Committee's work 1s expected to increase as 
individual issues become fully identified and the negotiations move further into the 
bargaining stage. As U.S. negotiators have to make the critical negotiating choices, 
they will look to the Committee for confidential advice regarding these choices, as well 
as the formulation of effective negotiating strategies. 

In 1975, the first thirty-six members of the ACTN were appointed by the Presi
dent. In keeping with the important responsibilities of the Co~~ittee, the appointees 
included: 20 heads of various industrial, small business and agri-business firms; five 
labor union leaders; five officers from major trade and agricultural associations; and 
six individuals from academic and other private sector areas. By the close of 1975, 
the remaining nine appointments were in the final clearance stages, and a full-time 
executive director had been appointed. The first meeting of the Committee was scheduled 
to take place in the White House early in January 1976. 

b. Industrv Advisorv Committees 

The Industry Policy Advisory Committee (IPAC) -- consisting of eighteen mem
beLs representing a broad cross-section of the highest levels of U.S. industry -- held 
three meetings in 1975 (June, October, and Decerr~er). The first and part of the second 
meeting concentrated on consulting with the members on a nuwber of MTN issues, including 
product standards, subsidies/countervailing duties, access to supplies of raw materials, 
and the draft OECD Government Purchasing Code. A major part of the October meeting was "· "j·-
devoted to providing members with briefings on the reports of the industry sector /'Y'>" .:_ 
advisory committees (ISACs). In addition, the merrbers were requested to provide the ' .;· ,. 
Government with information on foreign tax impediments to trade. \·;~; ., 

' .... ~~-, ft ,_-...' t: / w 

The December meeting dealt with a revie'>v of trends in U.s. trade and a general.:.._.~··· 
MTN policy discussion stimulated by specific questions provided to the members prior to 



the meeting. 

The 26 Industry Sector Advisory Conunittees (ISACs), formed in 1974 by STRand 
the Department of Commerce with an industry representation of over 500 members, held a 
total of 76 individual meetings in 1975. Additionally, one plenary meeting of all ISACs 
was held in September to consult on the specific issues of codes for standards and for 
subsidies and countervailing duties. 

The Senate Finance Committee and the House Ways and Means Committee are noti
fied of each meeting. 

By the end of the summer the 26 ISACs completed their first work phase, and 
each produced an Industry Sector Advisory Report (ISAR). These ISARs, based on a work 
format containing background information and questions related to the MTN, contain each 
committee's advice on specific MTN issues. The ISARs have been distributed to the United 
States delegation to the MTN in Geneva and are being examined and analyzed by the Execu
tive Branch as a major source of informational input in the development of u.s. policy 
and objectives in the MTN. 

ISAC meetings in the latter part of the year were devoted primarily to con
ducting in-depth reviews of HTN issues. Concurrent with this phase 1 an effort is being 
made to supplement the ISARs with additional or more specific information in response to 
questions which develop in the course of the governmental analysis. Such in-depth con
sideration of issues and modification of ISARs will be a continuing process largely 
based on MTN developments. Several ISACs have been consulted for comment on the initial 
GATT sector feasibility studies. 

ISAC 27, composed of representatives from the retail sector, was organized and 
held its initial meeting in September. A draft of Part I (U.S. Industry Status and 
Outlook) of its ISAR was distributed to the me~~ers for their review, along with the 
format for Part II (ISAC Views and Supporting Information on Specific MTN Subject Areas). 
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All ISAC and IPAC members are kept abreast of MTN developments through cirect 
mailings, including the Multilateral Trade Negotiations News, issued monthly by the 
Depar~~ent of Co~nerce. In addit~on, an oral briefing on MTN developments is a standard 
agenda item for each meeting. 

c. Agricultural Policy Advisory Committees 

An Agricultural Policy Advisory Co~~ittee for Trade Negotiations was estab
lished in At-...:il 1975. Nernbership consists of 25 representatives of agricultural pro
ducers, processors, and traders and covers a broad spectrum of corr~odity groups and farm 
organizations. The Co~~ittee, which is co-chaired by the Secretary of Agriculture and 
the Special Trade Representative, met four times in 1975 (May 5, July 10, October 2, and 
December 4). In addition, members periodically received mailings containing relevant 
background information to assist them in formulating their advice to the government 
negotiators. The Co~~ittee has given its advice on a broad range of functional issues 
pertaining to the negotiations. These include subsidies and countervailing duties, a 
standards code, problems of supply access and export restraints, state trading, quanti
tative restrictions, safeguards, and import documentation. The work program will con
tinue in 1976, with briefings and discussions on tariff reduction formulas and tropical 
products scheduled for a meeting in the latter part of February. 

Eight Agricultural Technical Advisory Co~~ittees were established in April 
1975. The eight groups represent the following commodity areas: cotton, dairy, fruits 
and vegetables, grain and feed, livestock and livestock products, oilseeds and products, 
poultry and eggs, and tobacco. 

Each Committee is composed of representatives of agricultural producers, pro
cessors, and traders of the commodities covered, and includes a broad spectrum of repre
sentation. The size of the Committees is determined by the diversified range of com
modities covered, and varies from approximately ten members for cotton and tobacco to 
approximately twenty members for fruits and vegetables and oilseeds and products. Each 
Co~~ittee has elected a Chairman and Vice Chairman. The Executive Secretaries of the 
Committees are from the Foreign Agricultural Service, USDA. 

Each Committee met at least tHice and some as many as four times in 1975. At 
their first meetin~ the Committ~es were asked to pro-yide SJ?ecific r~commendations as t9-:';;.~d;[/ 
what offers the Un~ ted States m~ght be able to make ~n the~r commod~ ty areas and what l. ~ "., 
requests for concessions for particular products from individual countries would be r~· ~ 
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beneficial to U.S. exports. All of the Corr~ittees forwarded their recommendations for 
requests and offers to the Special Trade Representative and the Secretary of Agriculture 
by the end of September 1975 and presented their recow~endations orally before the 
Agricultural Policy Advisory Corr~1ittee on October 2, 1975. The work of the eight Agri
cultural Technical Advisory Co~~ittees will continue during 1976 to provide detailed 
technical advice and information regarding trade issues which affect both domestic and 
foreign production and trade in their respective co~~odities. 

d. Labor Advisory Committees 

The committee structure for obtaining advice from labor consists of the Labor 
Policy Advisory Committee and six Labor Sector Advisory Cowmittees, all established 
after consultations with representatives of organized labor. The policy committee is 
composed of 57 union presidents from AFL-CIO affiliates, the United Auto ~vorkers, United 
Mine Workers, Teamsters, Longshoremen, the National Federation of Independent Unions 
and representatives from the AFL-CIO staff. In addition, all of the above unions are 
represented on at least one sector committee. 

The policy committee provides overall labor views on broad negotiating issues. 
I.W. Abel, President of the United Steelworkers Union, and Harry A. Tulley, President of 
the Glass Bottle Blowers Association, are Chairman and Vice Chairman, respectively, of 
the policy committee. 

Unions on the sector committees represent workers employed over the full range 
of u.s. industrial activity, including agricultural and service industries. In order to 
assure full representation in the advisory process, certain unions participate on more 
than one sector committee since they represent workers employed in different industrial 
sectors. The sector committees focus on the more detailed and technical aspects of the 
negotiations relevant to the products and services of interest to the group. 

Since May 1975, union representatives have been consulting regularly with 
Department of Labor officials and U.S. negotiators on negotiating issues and develop
ments in Washington and in Geneva. Background information and material designed to 
assist unions in preparing their advice are generally distributed to members prior to 
each meeting. 



The Secretary of Labor and the Special Trade Representative opened the labor 
consultations program on May 14, 1975. The Se~retary stressed the importance of the 
role to be played by the Con~~ittee and called on unions to be frank in giving their 
vie\vs and recomm;;;mdations to U.S. negotiators. The Special Trade Representative des
cribed pertinent provisions of the Trade 1\ct, reviewed the history of the .t-1ul tilateral 
Trade Negotiations, and emphasized the relationship between employment and trade. 
Administrative and organizational matters were also discussed. 

Negotiating issues, including tariffs and nont.ariff measures were outlined at 
a June 18 coi . .bined meeting of the policy and sector committees. Additional organiza
tional aspects of the consultations program were also dealt with, including the elec
tion of officers. Each sector committee met in separate session during June 18-19 to 
receive additional briefings on negotiating issues and to deal with organizational 
matters, including the election of officers. Unions were specifically requested to 
begin submitting their formal advice and recoiT~endations to the government on possible 
u.s. and foreign tariff concessions. Individual union submissions wore consolidated 
into draft reports"by the Department of Labor and reviewed at individual sector commit
tee or subgroup meetings during September. 

A combined meeting of the policy and sector committees was held on September 
19 to discuss possible negotiation of international codes on subsidies and countervail
ing duties and on product standards. 

At a combined meeting of the policy and sector committees on November 20, 1975, 
the chairperson of each sector committee (except that on services) briefed union repre
sentatives on the co~mittee's advice and recorrmendations to U.S. negotiators on taritfs 
affecting products falling within the sector co~~ittee's purview. Me~bers were also 
briefed on the status of MTN work on nontariff measures and on the sector approach to 
negotiations. 

Another briefing seminar was held for the unions on Decerr~er 18 to discuss 
various aspects of tariff negotiations including the issue of selecting a tariff formula, 
border tax adjustments, and safeguards. 

The labor advisory com.1nittees are expected to provide advice on virtually all.,-;~·~ 
aspects of the multilateral trade negotiations. The first !."eports of the sector com- /'.'·..o' t.."<JJ. 
mittees, which deal with oossible u.s. and foreign tariff concessio s, were transrr~tt¢~ ~ 
to STR in rr.id-December. Some unions also submitted advice on possible international (;;~ ~· 
codes on subsidies/countervailing duties and on standards. In-depth briefings by the \~~ 



government will continue and advice on the other negotiating issues will be developed in 
early 1976. 

4. Congressional Liaison 

The Trade Act of 1974 mandates a new cooperativ-e relationship bet'l.veen t.he ·Executive 
Branch and the Congress in the formulation of foreign trade policy and the negotiation 
of international trade agreements. Under this new relationship, the post of Special 
Trade Representative was raised to Cabinet status by the 1974 law, and the incumbent was 
required to report directly to both the President and the Congress. 

The new act sets out procedures for Congressional particip~tion in, as well as 
oversight of, trade negotiations conducted by STR. Five members each, representing the 
House ~\fays and Heans and Senate Finance Committees, are appointed at the beginning of 
each session of Congress by the Speaker of the House and the President of the Senate as 
official advisers to the u.s. Delegation to the Multilateral Trade Negotiations. Each 
corr®ittee has established a Trade Subcommittee and has designated staff advisers. 

Further, the Act sets out special procedures for Congressional approval for all 
.trade agreements dealing with the reduction or elimination of nontariff barriers to 
trade under the authority of section 102 of the Trade Act. Under these procedures, 
·such agreements are to be considered on an expedited legislative "fast track" which bars 
amendments and parliamentary delays. This assures a prompt decision by the Congress 

1approving or disapproving agreements negotiated by the President, after consultation 
:with Congressional advisers. 

During 1975, a number of Congressional advisers and staff attended and participated 
in sessions of the 92-nation Trade Negotiations Committee in Geneva, including the Chair
man and minority merr~ers of the Ways and Means Corrmi·~tee and its Trade Subcorr~ittee. 
Others, including the Chairman of the Senate Finance Committee and its Trade Subcorr®it
tee visted Geneva to meet with the U.S. Delegation, officials of the General Agreement 
on Tariffs and Trade (GATT), and representatives of other countries. 

The Special Representative, Deputy Special Representatives, and other senior STR 
~fficials met regularly with the design~ted Congressional staffs, committees and sub-
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cornmi ttees, and with other interested cornmi ttees, members and staffs as \'?ell, to keep 
them informed of the progress of the multilateral negotiations and receive their advice 
and counsel. STR also issues monthly reports to the Congressional advisers on the 
status of the negotiations and related trade developments. 

C. International Progress in the Negotiations 

1. Trade Negotiations Corr~ittee 

The Trade Negotiations Committee (TNC) was established at the ministerial meeting 
in Tokyo in 1973 to elaborate negotiating plans and procedures and to supervise progress 
in the MTN negotiations which the Tokyo meeting initiated. All countries participating 
in the negotiations (See Appendix B) are represented on the TNC. 

The TNC met three times in 1975. At its February 11-13 meeting, it agreed on the 
creation of six groups to conduct the negotiations, without ruling out creation of addi
tional groups in the future if necessary. These groups deal with tariffs, nontariff 
measures, sectors, safeguards, agriculture and tropical products. This meeting, the 
first after passage of the U.S. Trade Act, launched the formal bargaining stage of the 
negotiations. 

At its second meeting in 1975, July 14-16, the TNC decided that it and its groups 
should make an effort to identify areas where concrete progress can be achieved. Many 
delegations corrmented on the fact that this negotiation is far more complex and includes 
a much larger number of participants than prior rounds of negotiations; they considered 
that in the circumstances much had been accomplished in five months of negotiations. 
Virtually all delegations called for prompt progress and serious commitments to the 
removal of obstacles to trade. 

The TNC December rr,eeting capped the prelir.1inary nego·tia ting stage. After a review 
of progress thus far, the Co~~ittee endorsed the target date of 1977, \'lhich the six heads 
of state had called for in their November meeting at Rambouillet, for completion of the 
HTN negotiations. •rhere was general agreement that attainment cf this objective implied 
carrying out many of the suggestions contained in the u.s. proposed goals for 1976, which 
were: 

1 - agreements on tropical products 
2 - a tariff formula as a starting point for substantial reduction in tariffs 
3 - a framework for dealing with subsidies and countervailing duties 

I 

4 - a draft product standards code f. ·•: 
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\~ ... '";.'~('- / 

·...,·<.'2:.~_- __ ...._ .. ,~· ... // 



5 - an agreed procedure for achieving meaningful liberalization of quantitative 
restrictions 

6 - agreement on basic concepts for improved safeguard provisions 
7 - a reviGw and selection of sectors where co~plementary negotiations are feasible 

and will contribute to maximum achievable liberalization 
8 - Parallel progress in achieving special and differential treatment for developing 

countries in the various elements of the negotiations 
9 - negotiation of approaches on various issues which have not yet received adequate· 

attention, such as export restraints, government procurement and tax practices 
affBcting trade flows. 

The principal issue in all three of the meetings was how, in light of substantive 
differences among the participants, to treat agricultural products in the negotiations. 
In the Dece~~er meeting, a procedural solution was finally agreed upon which does not 
compromise any country's basic interests and will allow work to go forward. Substantive 
differences remain, however, between the United States and the European Corrumunities, the 
two largest trading partners in the negotiations {See section 6 below). 

2. Tariffs 

The Tari Group met four times in 1975. It agreed to use a checklist, developed 
by the GATT Secretariat, as the basis for its discussion on elements of a tariff nego
tiating plan. One of the key elements of this plan is the tariff-cutting technique to 
be used in the negotiations. 

Ten tariff-cutting formulas \'7ere submitted without commitment by several delegations 
for consideration by the Group. These tariff-cutting techniques can be categorized as 
{1) linear -- whereby all tariffs are cut by an equal percentage: (2) harmonization -
where the percentage reduction increases progressi v~l:l· as the level of the duty increas 
and (3) a combination of linear and harmonization elements. Several delegations indi
cated a preference for a tariff-cutting technique that includes a substantial degree of 
tariff harmonization. Several other delegations expressed strong reservations against 
any technique that establishes a tariff floor below which rates are not reducedo The 
United States, drawing upon preliminary analysis of advice received from domestic inter-
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ests, stated at the October meeting that any tariff-cutting formula must result in sub
stantially equivalent competitive opportunities among the developed countries. At year's 
end, the United States was in the process of developing its position on a formula or 
formulas, with a view to presenting a proposal to the Group. in ~1arch 1976. 

The United States also sugsested that adjustments be made during the tariff-cutting 
exercise to take into account differing systerns of customs valuation (e.g. FOB, CIF). 
Those countries, notably the u.s. and Canada, which generally use FOB value for customs 
valuation effectively apply lower duties than CIF valuation countries. The United States 
suggested that the Gx·oup consider making adjustments in the application of the tariff 
formula so that the CIF valuation countries would make deerer cuts to reflect the dif
ferences in valuation. The Group agreed to revert to this-issue at its next nteeting. 

The Group also discussed in v~rious degrees of detail other possible elements of a 
tariff negotiating plan, including staging of reductions over time, tariff escalation, 
exceptions procedures, and the relationship between tariffs and nontariff measures. The 
United States did not take a firm position on these issues in 1975 since domestic review 
procedures had not been completed. 

On the question of which rates and dates to use as the basis for negotiations, the 
Group agreed that, for tariff items bound against increase under earlier trade agreements, 
the bound rates would serve as the basis for negotiations on these items. The Group dis
cussed in some detail but has yet to agree upon base rates and base dates for those items 
which are unhound. The United States held bilateral discussions in 1975 with several key 
delegations to clarify the technical problems involved in base rates/base date questions. 

In keeping with the Tokyo Declaration's concern for tha trade, development, and fi
nancial needs of developing nations, there was extensive discussion in the Group on spe-
cial procedures and priority treatment to advance the trade interests of developing na-
tions, and at the end of the year, several proposals were before the Group for further 
consideration. An option submitted by the United States envisaged (a} notifications by 
developing countries to developed countries covering export products of interest to the 
notifying country and (b) notifications by developed countries indicating products of 
interest to them on which developing countries could make a contribution to the tariff 
negotiations. To facilitate progress in this area, the GATT Secretariat was requested tg::";ari~.[', 
prepare a 7ystem for.rapid evaluation of possible tariff-cutting techniques on the trad~~.~ ~; 
of develop~ng countr~es. !':;:; . ~ 
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3. Nontariff Measures (NTMs} 

The Nontariff Measures Group is responsible for organizaing and monitoring the 



tiations on NTMs, with the actual negotiations on particular measures to take place in 
subgroups that report to the parent Group. During its March meeting, four subgroups were 
established covering: quantitative restrictions and import licensing procedure; subsid
ies and countervailing duties; standards£ packaging and labeling and marks of origin; and 
customs matters (valuation, nomenclature 1 procedures and import documentation). These 
categories or measures are not the definitive list to be included in ~~e negotiations, 

·and the Group agreed to consider the feasibility of taking up additional items at a later 
date. During subsequent meetings in October and DeceiTber, proposals were made for adding 
new items to the NTM negotiations, including. variable levies and minimum import prices, 
antidumping ~ractices, government procurement and prior import deposits, but no agreement 
was reached. In addition to reviewing the work of the subgroups, the Group also had 
under consideration the development of procedures for conducting negotiations on NTMs 
which might not be covered by a multilateral. solution. 

a. Quantitative Restrictions {QR~) 

Quantitative restrictions negotiations involve a wide spectrum of measures, in-
. eluding among others quotas, embargoes, discretionary licensing and mixing regulations. 
At its initial meeting in April the QR Subgroup considered possible negotiatig 
approaches to these restrictions and decided that, as an initial step, bilateral and 
plurilateral consultations should be conducted between countries maintaining restrictions 
and countries notifying a direct trade interest in those restrictions. This would enable 
participants to gain a better understanding of the nature of specific QRs, i.e., how they 
work, why they are employed, etc. Under this procedure, the United States in 1975 sub
mitted notifications on QRs maintained by 35 countries and the EC and received QR noti
fications from 15 countries and the EC. Consultations were conducted throughout the 
summer and fall, but the bulk had not been concluded by the time of the October meeting 
of the Subgroup. Therefore, the consensus at the end of the meeting was that until the 
consultations were completed, no further decisions were possible with regard to the 
possibility of formulating additional procedures for the consultations and/or the possi
bility of working out general solutions on QRs. 

The Subgroup also began work on import licensing procedures with a review of 



the draft texts on Automatic Import Licensing and Licensing to Administer Import 
Restrictions developed by the Committee on Trade in Indus·trial Products (CTIP}, one of 
several GATT groups that prepared for negotiations prior to establishment of the TNC 
groups. Participants have submitted written proposals for modification of these texts 
and have been invited to illustrate specific problems or difficulties encountered in the 
area of licensing procedures. 

b. Subsidies/Countervailing Duties 

An initial meeting was held in June, during which previously stated positions 
on this subject \'lere reiterated. The United States condemned the use and proliferation 
of trade-distorting subsidies and cited the inadequacy of current GATT provisions in this 
area (Art. VI and XVI}. Other particip~nts criticized the United States' use of its 
countervailing duty la'Vv to offset subsidies on the ground that the U.S. lavl is not in 
conformity with GATT Article VI, vlhich allows countervailing only ,.;hen the foreign ::;ub
sidy causes injury. (However, since the U.S. law predates the GATT, its provisions are 
covered by the "grandfather clause" and U.S. countervailing actions thus are not in 
violation of U.S. obligations under GATT.} 

Subsequently, the Subgroup had a useful exchange of ideas at its November 
meeting, based upon written submissions filed by several participants. The United States 
presented a paper outlining a comprehensive framev.rork for negotiating rules on all sub
sidy practices, including those that result in import replacement and in third-country 
market distortions, and specifying the conditions under which measures to offset the 
subsidy could be employed. Basically, the U.S. proposal v1ould divide all subsidy prac
tices into three categories: a) a prohibited category would include those subsidy 
practices where benefits, directly or indirectly, favor exports in a way that is not at 
least equally enjoyed by the same goods produced and consumed domestically; such prac
tices would be subject to offsetting measures without any conditions; b) a conditional 
category would include subsidies that are equally paid ~r ~~stowed on exported merchan
dise and similar domestic merchandise or that favor domestic sales over exports; such 
practices would be subject to offsetting measures only under C8rtain conditions such as 
an injury test; and c) a permitted category would consist of practices having a minimal 
impact on international trade and agreed as permitted; such practices would not be 
subject to any offsetting action. In ordar to illustrate the problems caused in inter- -~.~ 0 ~ 
national trade by subsidies, the United States made r:ctifications on a number of subsi)l~' · l(.. 

practices of other negotiating participants and indicated it would notify additional 1,~ 
practices in early 1976. i ·~ ..... 
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Submissions by other delegations primarily focused on the use of countervailiri'l!f·--...,...... 



duties and proposed approaches based upon existing GATT Articles on the use of countsr
vailing duties (Article VI) and subsidies (XVI). Although there were substantial dif
ferences in basic positions, some points of possible agreement emerged during the meet
ing. The Subgroup agreed that extensive bilateral contacts vlOuld be useful to develop 
these points further prior to the next meeting and invited additional submissions and 
modifications of original presentations in light of the discussions. 

c. Standards (Technical Barriers to Trade) 

This Subgroup agreed to base its deliberations on a "Draft Code of Conduct for 
Preventing Technical Barriers to Trade" developed by the Co~~ittee on Trade in Industrial 

· Products. In addition, the Subgroup agreed that the draf+. code \•lould cover problems 
encountered in connection with packaging and labelling regulations. Essentially, the 
draft code sets out the steps that a country should take to ensure that its standards do 
not result in barriers to international trade. It would encourage the adoption of 
international standards, where appropriate. It would also ensure that all interested 
adherents to the code have an opportunity to contribute during the formulation.of a 
national standard by another adl1erent. It also would require adherents to establish 
mechanisms for providing information and assistance to ether adherents. Meetings of the 
Subgroup were devoted to a detailed examination of the draft and numerous suggestions 
were made for its improvement. In addition, the Subgroup was working with definitions in 
the standards area developed by the United Nations Economic Commission for Europe, an 
active organization in this field, for adaptation to the draft code in order to ensure 
maximum clarity and international acceptability. 

Marks of origin were subject to brief discussions, since the bulk of the Sub
group's efforts had been directed at examining the draft code. Some delegations, includ
ing the United States 1 indicated that the consideration of this topic might be deferred 
until after work had progressed further on the draft code or be referred to the Customs 
Matters Subgroup. The Subgroup agreed, however, to invite delegations to submit pro
posals on this topic, including how marks of origin should be dealt with in the nego
tiations. 



d. Customs Matters 

The activity in this Subgroup is closely linked to the extensive W'Ork ur1den;ay 
in the Customs Cooperation Council and the United ~ations Economic Commission for Europe. 
Initial discussions focused on the fact that the United States and Canada are the only 
major trading countries that have not adopted the Brussels Tariff Nomenclature (BTN) 
system. The United States has maintained that its system is more modern than the B'l'N and 
that different nomenclature systems, per ~' do not constitute barriers to trade. The 
Subgroup generally agreed that work in the Customs Cooperation Council on a harmonized 
commodity cude provided a significant opportunity for the development of a modernized 
international nomenclature, and BTN member countries indicated their willingness to 
examine amendments to the BTN (See Chapter X F). 

The initial sessions also included discussion of the Brussels Definition of 
Value (BDV), which is used by some ninety countries. The United States, Canada, and 
New Zealand are among the countries that do not apply the BDV. The United States has 
taken the position that any ch&nges in its valuation systeill made in the course of the 
multilateral trade negotiations will require appropriate reciprocity. The Subgroup 
solicited and received written submissions from several participants suggesting elements 
that they wished to have included in any new set of international rules on customs valu
ation adopted in the MTN. After consideration of these suggestions, the Subgroup decided 
to concentrate its efforts on four elements, the first three of which were suggested by 
the United States: judicial and administrative review procedureSi publication of·laws, 
regulations and administrative decisions; precise and fair handling of non-arm's length 
transactions; and neutrality of valuation system/systems. 

With regard to import documentation; several countries responded to the invita
tion of the Subgro'lP to submit lists of what they considered to be excessive inforwation 
requirements in other countries' customs forms. In addition to its extensive submission 
on this matter, the United States also submitted a list of items that are not information 
requirements but are related requirements that are unduly burdensome to trade. These 
lists were to provide the basis for detailed discussion on the justification for specific 
customs or related requirements and the problems and possibilities of removal. In addi
tion, there was general support in the Subgroup for.the elimination of consular formali
ties and fees. 

On the issue of customs procedures, concern was expressed with certain prac-,....:-:-·~~D[ 
tices, particularly those of the United States, alleging unreasonable delays in forma,k,,;:" "{; .. 
customs clearances and excessive penalties for errors in customs documentation. In fo ;._ 1 
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response, the United States suggested that countries might wish to take up the specific 
complaints with the u.s. C~stoms Service. 

e. Government Procurement 

The United States and other industrialized countries have been ensaged in an 
effort within the Organization for Economic Cooperation and Development (OECD} to develop 
an international government procurernent code, which would open government markets to 
competitive international trade to the greatest extent possible. This effort is an out
growth of discussions in the OECD some years ago, which showed that government markets 
were closed to foreign suppliers and that procurement systems were not being used by 
governments to obtain best value for funds expended. Deliberations in the OECD Trade 
Committee Working Party during 1975 resulted in progress on some key elements of a code 
and a narrowing of differences on others. More importantly, the deliberations signaled 
the ability of certain countries to commit themselves for the first time to negotiation 
and compromise. 

In the MTN context, a proposal was submitted to the Nontariff Measures Group 
in December to establish a subgroup to deal 'Vli th governr.tent procurement issues. While 
this proposal had some support, it was determined that establishment of such a subgroup 
was premature. The United States will continue to favor discussion of government pro
curement in the MTN when it is determined that the issue is ready for such discussions. 

4. Sectors 

In establishing the Sectors Group the TNC directed it to carry out an examination 
of the possibilities for the coordinated reduction or elimination of all barriers to 
trade in selected indus~rial sectors as a complementary technique to thos~ developed in 
the Tariffs and Nontariff Measures Groups. 

At the first of its meetings in 1975, the Group agreed that the best way to begin 
its work was to assemble information with respect to selected sectors or product groups. 
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Accordingly, the Group asked the GATT Secretariat to assemble data on trade, tariffs, 
nontariff measures, production and consumption relating to products in the ores and 
metals sector, including steel and alu~inum. The Group also requested from the Secre
tariat an examination of product sectors in which developing countries have a trade 
interest. Subsequently, the Secretariat distrituted documents containing sectoral anal
yses of developing country interests in the fishery, wood and wood products, hides and 
skins and articles thereof, and the pulp and paper sectors. 

The Secretariat's \·;ark in these sectors formed the basis for the Group's discussions. 
at its otheL two meetings in 1975. At its last meeting, in November, one delegation 
offered a comprehensive negotiating plan for the copper s3ctor. Other delegations, how
ever, believed that the data collected thus far in the ores and metals sector was 
insufficient. The Secretariat was requested to update the existing material and to ob
tain projections· of supply and dciliand for selected metals so that the Group would be in 
a better position to assess the potential for sector negotiations for such products. The 
Group also agreed to ask the Secretariat to begin a compilation of data, similar to that 
collected in the ores and metals sector, for certain other industrial sectors, including 
chemicals, heavy electrical machinery, and electronics, which were proposed by the 
United States. Thus, by the end of 1975, work had been initiated on all five sectors 
identified as candidates for sector negotiations in the course of Congressional consider
ation of the Trade Act. 

5. Safeguards 

The Saieguards Group, in accordance with the Tokyo Declaration, was engaged during 
1975 in "an examination of the adequacy of the multilateral safeguard system, considering 
particularly the modalities of application of Article XIX (the escape clause of the GATT) 
with a view to furthering trade liberalization and preserving its results." During the 
year the Group held three meetings of about a week each in April, June-July, and November. 

The United States, pursuant to sections 107 and 121 of the Trade Act, is seeking to 
obtain internationally agreed rules and procedures which permit th~ use of temporary 
import relief measures to ease adjustment to changes in domestic markets due to the 
expansion of international trade. The United States -believes that an effective and 
equitable safeguard system must, first, take into account all forms of import restraint~ , 
countries use in response to injurious competition and, second, include principles anq/,.~G" 0 l, 
procedures governing temporary actions taken to prevent or remedy serious injury. : ::.:-' <, 
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In 1974 a two-phase work program, proposed by the United States, was accepted by\'"~ ) 
~'s / 
~ 



_Tfi .. I?~ 

the Group, and work was initiated on the first phase. At the April 1975 meeting, the 
United States reaffirmed its goal of developing a system applicable to all products and 
all restrictions, and reiterated that this should be achieved through a nethodical 
two-stage program: an initial examination of the present system and practices, followed 
by definition of the elements of an improved system. · 

The GATT Secretariat supported this work with reports on: governmental responses 
to a U.S.-proposed questionnaire on na~ional safeguard practices~ the range of safeguard
type action~ taken under GATT Article XIX 1 under other GATT articles, or without refer
ence to GATT; safeguard actions affecting developing country exports;. and the uses of 
GATT Article X1.'VIII. (permanent tariff modifications). This research greatly facilitated 
the Group's discussion 1 at the June-July meeting, of the problems in the present system, 
and the initial phase of the work program vlas virtually completed. 

The second phase, consideration of the possible elements of a new system, began at 
the November meeting where the Group discussed in detail a list of questions on that 
subject. Special attention was given to the subjects of surveillance and dispute Settle
ment and adaitional Secretariat studies were to be prepared on these topics. The Novem
ber discussions continued the flexible, pragmatic approach adopted by the Group regard
ing the mandate for its work. In order to permit the fullest possible discussion, no 
decisions were taken in 1975 on the adequacy of the present system or specific negotia
tions necessary to improve it. 

The Safeguards Group did not have the pre-HTN background work and research that 
some of the other \•7orking groups in the Tokyo Round inherited from the GATT Co:mrni ttee on 
Trade in Industrial Products and other fora. The first phase of the Group's work program 
was designed to remedy this by establishing a data base and history of safeguard prac
tices and actions. The work has highlighted the various avenues other than Article XIX 
that countries use for safeguard action, and the unequal incidence with which the safe
guard discipline falls on countries. In light of this work, it was expected that in 1976 
the exploration of an improved system could be directed to specific elements and concrete 
proposals. 



6. Agriculture 

Discussions in the Agriculture Group throughout 1976 centered on the procedural 
dispute between the European Cowmunity and the United States over where negotiation5 
on agricultural products should take place. · 

The U.S. position has been that negotiations in agriculture should take place pri
marily in the Tariffs and Nontariff Measures Groups and other functional groups. This 
is based on the view that the objective of the negotiations in agriculture and industry 
alike i3 the liberalization of trade restraints and that this can best be accomplished 
through an across-the-board approach to these restraints. To the extent that discussions 
do take place in the Agriculture Group and subgroups; the results should be folded into 
deliberations of the Tariffs and Nontariff Measures Groups. 

The EC position on the other hand, has been that trade in agricultural products 
has such "special characteristics" that negotiations should take place only in the Agri
culture Group and in its subgroups and has sought to preclude the discussion or consid
eration of agricultu.ral issues in any group other than the Agriculture Group. The EC 
approach to negotiations in agriculture stressed the need to organize world markets for 
different cornP..odities. · 

Achievements in the Agriculture Group's first meeting, which included sessions in 
late March, mid-April and Hay, were limited by this divergence of view. A compromise 
was thought ~0 have been achieved at the May session when it was agreed that the Group 
would treat tariffs and nontariff measures relating to agricultural products 11 in con
junction with" the work in the Tariffs and Nontariff Measures Groups. The United States 
interpreted this agreement to mean that tariffs and nontariff measures of a general 
nature affecting agriculture could also be taken up in the Tariffs and Nontariff Measures 
Groups. This meant, in the u.s. view, that any country would be free to raise a matter 
relating to agriculture in the other negotiating groups and that the Agriculture Group 
would not have exclusive jurisdiction over agricultural issues. The Group also agreed 
at its first meeting to establish negotiating subgroups for grains,· meat (including live 
animals) and dairy products to deal with all the elements relevant to trade in these /~,-~ ;,; ,.:_ D l. \ 
products. ,. 

:::t 

The Agriculture Group met again in July to review the progress of work in the thr~i:. ""' 
product subgroups and to lay out its future 'tvork program. The Group discussed the pro-\,:;.~ J 
ced.ures that might be adopted (1) in respect of products not covered by the three pro- ~ 
duct subgrou~s; (2) for the conduct of bilateral consultations on QRs affecting agricul-



tural products {the general question of QRs is being handled by a specific QR subgroup 
under the Nontariff Measures Group), and (3) to take into account the particular inter
ests of developing countries. 

'"' 
At this neeting, and at the subsequent meeting in September, widely divergent opin-

ions were expressed on the future work program, and the Group did not go beyond the 
general consideration of several proposals which were put forward to deal with these 
questions. Differences of opinion again arose between the United States and the EC. 
The EC once more supported an autonomous role for the Agriculture Group and its sub
groups, reopening the question of the May compromise agreement. At issue was the nature 
of the link between the Agriculture Group and other negotiating groups, and the mechan
ism for the resolution of differences between groups when such differences arise. 

The United States put forward a four-point work program at the September meeting 
which it hoped would put an end to procedural disputes and move the Group into concrete 
work on substantive matters. Specifically the proposal would have permitted countries 
to hold consultations on quantitative restrictions in agricultural trade under the 
auspices of the Agriculture Group so long as the results of the consultations were re
ported simulataneously to the Subgroup on Quantitative Restrictions and any other rele
vant groups or subgroups. In addition, the u.s. proposal would have allowed Group Agri
culture to proceed with v1ork on the examination of formulae which had been submitted to 
the Tariffs Group, and the applicability of the draft standards code to agriculture. 
The fourth point of the U.S. proposal would have provided for the examination of speci
fic barriers to trade in agricultural products outside the purview of the existing 
grains, dairy, and meat subgroups, through the use of a notification and consultation 
procedure. The proposal suggested special attention to the trade barriers notified by 
the developing countries. The u.s. proposal was favorably received by virtually all 
delegations except the EC, which continued to insist on the antonomy of the Agrigulture 
Group, leading again to a procedural deadlock. 
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At its fourth session in Decenilier, the Agriculture Group adopted a proposal in line 
with the procedural suggestions by the Chairman of the Trade Negotiations Corr~ittee, 
setting aside, at least temporarily, the fundamental differences between the United 
States and the EC. The Group agreed to undertake a process of infor~ation, examination, 
and dialogue with respect to all tariff and nonta~iff measures affecting trade in agri
cultural products other than those covered by the product subgroups. Countries are to 
notify the GATT Secretariat of other countries' tariff or nontariff measures concerning 
products of interest to them. These notifications will be circulated with a view to 
the holding of bilateral or plurilateral consultations. 

This agreement ,.;as intended to permit work on agricultural products to proceed, 
taking into account the possibility of bilateral consultation, the need for all the nego
tiating groups to work in concert, and the need to consider the particular problems of 
the developing countries. It does not, however, resolve the fundamental differences of 
view between the United States and the E~ on how to liberalize agricultural trade. 

a. Grains: This Subgroup has held three meetings, in May, June and October. 
The major achievement of the first meeting was agreement on an initial work program 
consisting of thre~ interrelated topics: (1) market stabilization; {2) the expansion 
and liberalization of trade; and {3) objectives concerning developing countries. This 
program represented a balanced t~eatment of the various proposals which had been made. 
The European Corr~unity proposed that the Subgroup agree to negotiate a comprehensive 
international grains agreement which v1ould stabilize prices within a wide band by means 
of stock actions on the part of participating countries. The United States and other 
grain exporters stressed that trade expansion and liberalization should be the goal, and 
the United States proposed a work program to examir.e the national measures that have 
prevented the realization of this goal. Developing countries p~oposed that they receive 
differential and preferential treatment in corr~ercial g~ain trade as well as in food 
aid. At the second meeting of the Subgroup, the EC provided additional details on hew 
its proposed international grains agreement would work and the United States put forward 
more detailed proposals on how the Subgroup should proceed in order to lay the basis for 
trade liberalization. 

At its October meeting, the United States proposed that the Subgroup adopt q.-"<0aD/~>-
negotiating procedure that would permit it to move quickly to explore concrete solut~s -~ 
to grain trade problems as soon as general procedural issues affecting the Agricultul§ 
Group and its subgroups are resolved. In essence, the United States suggested that ~~ 
countries notify high priority grain trade problems having a direct bearing on their ~o 
trade interests, and suggest desired solutions to these problems. Based on these noti-----



fications, the Subgroup would identify and deal with major c~tegories of grain problems 
of priority concern to countries, utilizing whatever procedu~es were deemed to be 
useful -- whether bilateral or multilateral. Solutions relevant to grains under con
sidera-tion in other MTN groups (such as the Tariffs Group and the Nontariff Neasures 
Group and subgroups) would also be considered by the Subgroup at the appropriate time. 
The u.s. proposal was t~oroughly discussed, as were key elements of the proposal of the 
EC for a comprehensive international grains agrP.ement and papers submitted by other 
countries. The Subgroup agreed to continue these discussions at its next meeting in 
January 1976. (On grains see also Chapter V B). 

b. Meat (including live animals) : This Subgroup met during June and agreed 
on a two-phase work program. The first phase began in October with a step-by-step 
examination of trade measures and a country-by-country examination of ntarket structures 
and trade practices. Topics discussed included health and sanitary regulations of 
various countries, the u.s. meat import law, and import restrictions of the EC and Japan. 
The Subgroup was to meet again in February 1976 to (1) extend its first-phase examina·tion 
to additional countries, and (2) begin tl1e second phase of its work program. In this 
second phase the Subgroup will consider countries' proposals related to (1) expanding 
and liberalizing trade; (2) concerted action by importers and exporters and international 
cooperation; and .(3) the treatment of developing countries. As in the grains meeting, 
the Unite~ States had proposed that the Subgroup concentrate its efforts on the expan
sion and liberalization of trade. This was supported by major exporting countries but 
resisted by the EC which said that its Common Agricultural Policy was not negotiable 
and that the main objective ought to be the "coordination" of the actions of importers 
and exporters. The Subgroup's work in· 1975 was on bovine meat and live cattle, 
although it was agreed that the responsibility of the Subgroup extends to all meat. 

c. Dairy Products: The Subgroup first met in June and, like the Meat 
Subgroup, agreed on a two-phase work program. In October the Subgroup undertook an 
intensive examination of the structure and characteristics of world dairy trade and of 
the policies of major trading countries. It also discussed the effects of the GATT 



Arrangements concerning non-fat dry milk and butterfat, as well as the OECD gentlemen's 
agreement on powdered whole milk. Analytical work will continue at a February 1976 meet
ing, after which the Subgroup will proceed to the second phase of its work by looking 
into countries' proposals relating to: (1) the expansion and liberalization of trade; 
(2) the stabilization of trade through the improvement and extension of already existing 
international cooperation devices as \vell as new 2pproaches; (3) improved conditions of 
competition in international markets; (4) special treatment for developing countriesi and 
(5} forms of international cooperation. The EC has stressed the need for an internation-
al dairy arrangement vli th minimum and maximum prices for milk powders, butter, and 
butterfats; for cheese, the EC did not foresee price arrangements but rather multilateral 
rules to regularize and expand trade. Australia and New Zealand have expressed general 
interest in an international dairy arrangement, but emphasized the need for concurrent 
trade liberalization. The u.s. position has been consistent with its approach for other 
agricultural commodities -- that trade liberalization and an end to trade-distorting '',u:~u .r'·, 

measures should be the major goal. , '~\ 

:~rin:r::~:a:u::::::::l progress was made towards one of the goals set in the ~~~'_ _ _) 
September 1973 Tokyo Declaration, in which the countries participating in the t1ultilat
eral Trade Negotiations agreed to give tropical products special and priority treatment.· 
The products discussed in this Group are principally supplied by developing countries 
and removal or reductions of barriers to trade in these products will improve the trade 
and development opportuniti~s for the developing co~ntries. 

Three meetings of the Tropical Products Group were held in Geneva during 1975. 
Procedures were agreed upon for developing countries to submit to other participants in 
the negotiations lists of products on which they wished tariff and nontariff concessions 
to be made. In the meeting of the Group in October 1975 it was agreed that by 
Harch l, 1976, the developed countries t-;ould respond to the requests of the developing 
countries with initial lists of tentative offers to eliminate or reduce some of the 
barriers to trade listed by the developing countries. The United States agreed to this 
date, subject to having completed the internal domestic procedures required by the Trade 
Act of 1974. The procedures adopted in the Group to date have been flexible, allowing 
substantial opportunity for informal bilate~al consuitations to define specific trade 
interests and possible areas for negotiations. 

The United States received over 30 request lists from developing countries, includ
ing nearly 700 products. These requests were being reviewed by u.s. Government agencies 



at the end of tl1e year. They will consider the advice received from the United States 
International Trade Commission and information received in hearings held by the Trade 
Policy Staff Committee during the year in determining those products which will be sub
ject to negotiation in the Tropical Products Group, in return for concessions sough~ by 
the U.S. In addition, consultations are being held with u.s. private sector advisory 
groups, including representatives of industry, agriculture, and labor, and with several 
committees of the u.s. Congress to seek their aevice. In the meantime, bilateral con
sultations are underway in Geneva between the U.S. Delegqtion and delegations from 
countries which have submitted requests. 

The Un~ted States expects that its response in the Tropical Products Group will con
sist of most-favored-nation tariff concessions, where arpropriate and where suitable 
contributions are received from the developing countries participating in the negotia
tions. While it is anticipated that nontariff barriers to trade in tropical products 
will be discussed and further cl~=ified in the Group, action on specific measures thus 
identified is expected to take place in the appropriate MTN group. Some other developed 
countries, however, have indicated that their responses in the Tropical Products Group 
will be either wholly or largely through inclusion of products of interest to developing 
countries in their systems of generalized preferences. 

The Tropical Products Group negotiations, including bilateral consultations and 
meetings of the Group, will continue to receive priority attention. It is hoped that 
agreement can be reached in 1976 on a list of tariff reductions on products covered by 
these negotiations as well as on appropriate contributions from the developing countries, 
all of which possibly could be implemented well ahead of the close· of the negotiations. 

8. Trade Reform 

Section 121 and other parts of the Trade Act of 1974 outline improvements in inter
national trading rules the President should seek in "conformity with principles promoting 
the development of an open, nondiscriminatory, and fair world economic system." These 
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range from substantive rules on safeguards, balance of payments measures, subsidies, and 
supply access to procedural items like improved consultation, dispute settlement, and 
decision-making in the GATT. Together they reflect the view that the United States can 
benefit from seeking improvements in the framework governing the conduct of international 
trade. 

At a relatively early stage of Tokyo Round work, the United States took a pragmatic 
approach toward key components of a trade reform effort. As described elsewhere in this 
report, work was underway in 1975 in TNC Groups on several nontariff barrier problems, 
on subsidies, and on safeguards. The issues of consultation, dispute settlement, and 
decision-making arise in each of these contexts and for the ti~e being, were best dealt 
with therein. (On preliminary approaches to supply access issues see Chapter V). The 
question of improved rules for handling trade measures taken for balance of payments 
purposes was the subject of preliminary examination in the GATT Balance of Payments 
Committee and, more recently, in the newly created GATT Consultative Group of 18. This 
question remains on the agenda of both the Group of 18 and the GATT Council. 

As for other "Trade Reform" subjects, additional items may be brought in as the 
Tokyo Round in general gathers momentum. Paragraph nine of the Tokyo Declaration pro
vides that 11 Consideration shall be given to improvements in the international framev-10rk 
fo:::- the conduct of world trade which might be desirable in the light of progress in the 
negotiations" but cautions that 11 Care shall be taken to ensure that any measures intro
duced as a result are consistent with the overall objectives and principles of the trade 
negotiations and particularly of trade liberalization. 11 This language reflects a cautious 
attitude on the part of many MTN participants toward the question of revising the trading 
rules. 



IV. U.S. PA2(TICIPJ>.TION IN ~iULTILATER'"\L (OTHER THAN HTN) AND 
BILA'l'ERAL EFl:TOF<'l'S 'l'O R.LDUCE FOI(l:IGN TRl\DE BAHRIEHS AND 

DISCRH'if"5iA-IT6>.·J 

For many years, the United States has bee~ seeking interr.ational agreement to the 
reduction of trade barriers and elimination of discrimination in trade. The American 
position has been based on certain fundamental ideas, notably that countries will norm
ally accord one another unconditional most-favored-nation treatment of imports, that they 
will cooperate to reduce trade barriers and refrain from impairing co~~itments indirectly 
through restrictive valuation, specification, or documentary requirements, or by resort
ing to quantitative restrictions, internal tax measures, subsidies or other special 
measures. Broad lines of agreement have been achieved, although the trading system makes 
special provisions for exceptions to its general rules on trade matters so as to take 
account of customs unions and free-trade areas, special needs of developing countries, 
and other new situations. 

Since 1947, the General Agreement on 'l'ariffs and Trade (GATT) has provided the main 
forum both for a series of negotiations on reductions of trade barriers and for the 
interpretation of trade obligations and their enforcement (the MTN discussed in Chapter 
I I I . . . th h ' ' t. } T'- 8 3 ..._ t' -'-. f G~ T,., .... 1s ~ne seven sue. nego~1a 1on. fie con~rac 1ng par~1es o a~ mee~ once a 
year in plenary session and more frequently in the GATT Council, which has evolved into 
something of a plenary body for the more routine GATT work. There are various GATT 
standing committees and from time to time ad h panels and v.rorking parties are estab
lished to develop recornmendations on particular problems. In 1975, follovling a prelim
inary exchange of views in 1974, a Consultative Group of 18 was established on a 
provisional one-year basis, to facilitate execution of joint responsibilities in follow
ing international trade developmentsi forestalling, whenever possible, sudden distrubances 
that could represent a threat to the multilateral trading system; and carrying out 
appropriate coordination with other international agencies in the context of the inter
national adjustment process. This Group was intended to be consultative only and was to 
provide a balanced high-level body to consider current developments in economic policy 
and any proposals for modification of arrangements to deal with problems of broad inter
national economic concern. 

Another forum in which multilateral trade problems are handled is the Organization 
for Economic Cooperation and Development (OECD) , comprising the major industrialized 
countries of Western Europe 1 the u.s., Japan, Canada, Australia and New Zealand. In ;a:n~:.o(>-. 
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OECD, as its name implies, not only tra::1e but also various other economic topics are dis
cussed, generally on a consultative basis. The focus is on general policy lines rather 
than technical specifics, with notable exceptions such as the government procurement work 
discussed in Chapter III of this Report. 

Trade matters were also addressed in tne Seventh Special Session of the UN General 
Assembly in a very general framework. Eowever, there \·las wid..::spread recognition that 
specific solutions would have to be worked out in individual fora such as GATT. The newly 
formed CIEC comrnissionson development and raw materials also have trade matters on their 
agendas. (~ee also Chapter V). 

Certain problems affecting trade with developing countries are also discussed in the 
United Nations Conference on Trade and Development (UNCTAD}, a UN body formed in the 
early 1960's in response to developing countries' desire to have a forum focusing on their 
particular needs. It was in the UNCTAD fra:rr.evmrk that the generalized. preference system, 
implemented at the end of 1975 by the United States, was developed and agreed (See 
Chapter VIII} • 

A trade-barrier reduction of considerable interest to the United States, which had 
been the subject of repeated bilateral and multilateral representations in many forums, 
was the conclusion in 1975 of the Lome' Agreement between the European Corrmmnity and 46 
African, Caribbean and Pacific countries for~erly dependent territories of EC members. 
From the United States' point of view, one of the most significant aspects of the new 
treaty, which replaced the Yaounde' and various other asreements, was the ending of the 
obligation of developing countries to provide prefere:ntial treatment in their markets to 
imports from the EC. These reverse preferences had long put U.S. exports at a competi
tive disadvantage. 

Not all trade disputes between countries require cr ~re susceptible to GATT action, 
even where both countries are parties to GATT. Much day-to-day consultation is carried 
on bilaterally by the United States, both in Hashington and abroad vlith a view to develop
ing mutually acceptable solutions to avoid or minimize trade restrictions. The first 
subsection below covers national differences which were resolved at the bilateral level. 
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