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Glossary of Trade and Related Terms

International trade policy and negotiations, like other specialized
fields, have developed their own distinctive vocabulary which mystifies
laymen -- even experts. Many non-specialists stumble over terms
commonly used in trade negotiations such as the acronyms that
represent international organizations that guide, regulate, and facilitate
trade, or Canadian and U.S. departments and agencies responsible for
trade policy. This glossary provides a guide to many of the specialized
terms, abbreviations and acronyms used in international trade
negotiations.

The definitions included in this glossary are drawn or adapted from
a variety of sources, the most important of which is a glossary prepared
by the United States Department of Commerce.

Term Definition

Accession The process of becoming a contracting party to a multilateral
agreement such as the GATT. Negotiations with established
GATT contracting parties, for example, determine the
concessions (trade liberalization) or other specific obligations
a non-member country must undertake before it will be
entitled to full GATT membership benefits.

ACTN Advisory Committee on Trade Negotiations. Principal forum
for advice to USTR on trade negotiations.

Adjustment The ongoing process by which the economy declines or
renews and adjusts to changing circumstances. Among the
factors which influence the scope and pace of adjustment are
changes in technology and productivity, trade liberalization,
consumer taste, resource exhaustion, and the changing
composition of the labour force. See also structural change.
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Adjustment
Assistance

Ad Valorem Tariff

American selling
price (ASP)

Anti-dumping Code

Financial, training and re-employment technical assistance
to workers and technical assistance to firms and industries
to help them cope with adjustment difficulties arising from
increased import competition. The objective of the assistance
is usually to help an industry to become more competitive in
the same line of production, or to move into other economic
activities. The aid to workers can take the form of training
(to qualify the affected individuals for employment in new or
expanding industries), relocation allowances (to help them
move from areas characterized by high unemployment to
areas where employment may be available) or unemployment
compensation (to tide them over while they are searching for
new jobs). The benefits of increased trade to an importing
country generally exceed the costs of adjustment, but the
benefits are widely shared and the adjustment costs are
sometimes narrowly -- and some would say unfairly --
concentrated on a few domestic producers and communities.
Both imports restraints and adjustment assistance can be
designed to reduce these hardships but adjustment
assistance -- unlike import restraints --allows the economy to
enjoy the full benefits of lower-cost imported goods.
Adjustment assistance can also be designed to facilitate
structural shifts of resources from less productive to more
productive industries, contributing further to greater
economic efficiency and improved standards of living.

A tariff calculated as a percentage of the value of goods
cleared through customs, (e.g. 15 percent ad valorem means
15 percent of the value).

A method of calculating U.S. import duties, under which
those for certain categories of products -- benzenoid
chemicals, rubber footwear, canned clams, and wool-knit
gloves -- were computed by multiplying the tariff rate not by
the price of the imported product, as is standard practice,
but instead by the (usually much higher) price of the U.S.
product with which the import competed. This typically
resulted in a much higher effective tariff. The United States
agreed in the Tokyo Round to phase out this practice effective
in 1981.

A code of conduct negotiated under the auspices of GATT
during the Kennedy and Tokyo Rounds of the MTN that
established both substantive and procedural standards for
national anti-dumping proceedings. (See also Code of
Conduct and Dumping).
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Anti-dumping Additional duties imposed by an importing country in
instances where imports are priced at less than the "normal”
price charged in the exporter’s domestic market and are
causing material injury to domestic industry in the importing
country.

ASEAN Association of South-East Asian Nations (Malaysia,
Singapore, Indonesia, Thailand, the Philippines, and Brunei).

Auto Pact A sectoral trade agreement (The Automotive Products Trade
Agreement) entered into by the United States and Canada in
1965 in order to encourage the rationalization and growth of
the North American auto industry. It provides for duty-free
movement between the two countries of new automobiles and
original equipment parts. In the case of Canada, only
producers who benefit are allowed to import duty-free.

Balance of payments A tabulation of a country’s credit and debit transactions with
other countries and international institutions. These
transactions are divided into two broad groups: Current
Account and Capital Account. The Current Account includes
exports and imports of goods, services (including investment
income) and unilateral transfers. The Capital Account
includes financial flows related to international direct
investment, investiment in government and private securities,
international bank transactions, and changes in official gold
holdings and foreign exchange reserves.

Balance of trade A component of the balance of payments, or the surplus or
deficit that results from comparing a country’s expenditures
on merchandise imports and receipts derived from its
merchandise exports.

Barter The direct exchange of goods for other goods, without the use
of money, as a medium of exchange and without the
involvement of a third party.
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Beggar-Thy-Neighbor
Policy

Berne Convention

BIAC

Bilateral Trade
Agreement

Binding

Binding Arbitration

Border Tax
Adjustments

Bounties or Grants

A course of action through which a country tries to reduce
unemployment and increase domestic output by raising
tariffs and instituting non-tariff barriers that impede imports,
or by accomplishing the same objective through competitive
devaluation. Countries that pursued such policies in the
early 1930s found that other countries retaliated by raising
their own barriers against imports, which, by reducing export
markets, tended to worsen the economic difficulties that
precipitated the initial protectionist action. The Smoot-
Hawley Tariff Act of 1930 is often cited as a conspicuous
example of this approach.

International agreement providing for national treatment in
the protection of intellectual property. Together with the
Paris Convention, provides the basis for the multilateral
intellectual property regime administered by WIPO.

Business and Industry Advisory Council to the OECD.

A formal or informal agreement involving commerce between
two countries. Such agreements sometimes list the
quantities of specific goods that may be exchanged between
participating countries within a given period.

Concept of agreeing to maintain a particular tariff level or
other trade restriction (i.e., binding it against increase or

change). In trade negotiations, binding a tariff is considered

equivalent to a significant reduction in the level. The
industrialized countries have virtually bound all their tariffs
on industrial products in seven rounds of GATT negotiations.

Concept in dispute settlement where the parties to the
dispute agree at the outset to abide by the results of dispute
settlement procedures.

The remission of taxes on exported goods, including sales
taxes and value-added taxes, designed to ensure that
national tax systems do not impede exports. The GATT
permits such adjustments on exports for indirect taxes on
the condition that these are passed on to consumers, but not
for direct taxes (e.g. income taxes asessed on producing
firms).

Payments by governments to producers of goods, often to
strengthen their competitive position. See also subsidies.
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Boycott A refusal to deal commercially or otherwise with a person,
firm or country.

Buy-National Discriminatory government procurement policies, such as
Buy-America or Buy-Canadian, which provide a margin of
preference for local suppliers over foreign suppliers. The
GATT does not require non-discrimination by governments in
their purchasing policies. A modest code, agreed to during
the Tokyo Round, provides for non-discriminatory
purchasing practices by specified government entities.

CAP See Common Agricultural Policy of the EC.

Capital Account In the calculation of the balance of payments, the Capital
Account includes financial flows related to international
direct investment, investment in government and private
securities, international bank transactions, and changes in
official gold holdings and foreign exchange reserves.

CIF An abbreviation used in some international sales contracts,
when the selling price includes all “costs, insurance and
freight" for the goods sold (‘charge in full"), meaning that the
seller arranges and pays for all relevant expenses involved in
shipping goods from their point of exportation to a given
point of importation. In import statistics, "CIF value" means
that all figures are calculated on this basis, regardless of the
nature of individual transactions.

CIT Canadian Import Tribunal, a body responsible under
Canadian legislation for findings of injury in anti-dumping
and countervailing duty cases and the provision of advice to
the government on other import issues.

CIT U.S. Court of International Trade; special court set up in the
U.S. to hear appeals from administrative and quasi-judicial
trade decisions (e.g. from decisions of the ITC or ITA).

CFL Canadian Federation of Labour.
CLC Canadian Labour Congress.
COCOM Coordinating Committee responsible for the international

coordination of export controls on strategic material.
Members include the U.S., Canada, U.K., France, Italy,
Belgium, Japan, Denmark, Germany (FRG), the Netherlands,
Norway, Greece, Portugal, and Turkey.
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Codes of Conduct

Commercial Presence

Commodity

Commuodity
Agreement

International instruments that indicate standards of
behaviour nation-states or multinational corporations
deemed desirable by the international community. Several
codes of conduct were negotiated during the Tokyo Round
that liberalized and harmonized domestic measures that
might impede trade, and these are considered legally binding
for the countries that choose to adhere to them. Each of
these codes is monitored by a special committee that meets
under the auspices of GATT and encourages consultations
and the settlement of disputes arising under the code.
Countries that are not Contracting Parties to GATT may
adhere to these codes. GATT Articles III through XXIII also
contain commercial policy provisions that have been
described as GATT's code of good conduct in trade matters.
The United Nations has also encouraged the negotiation of
several "voluntary" codes of conduct, including one that
seeks to specify the rights and obligations of trans-national
corporations and of governments.

Trade in services concept; presence that a national of one
country must have in another in order to complete a service
transaction, such as a branch office staffed by local staff.
Concept falls short of right of establishment. ’

Broadly defined, any article exchanged in trade, but most
commonly used to refer to raw materials, including such
minerals as tin, copper and manganese, and bulk-produced
agricultural products such as coffee, tea and rubber.

An international understanding, formally accepted by the
principal exporters and importers, regarding international
trading of a raw material and usually intended to affect its
price. Some producing countries would like to use
commodity agreements to raise prices for the commodities
they produce. Consuming countries generally are willing to
agree only to commodity agreements that only seek to
moderate extreme price fluctuations.
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Common Agricultural
Policy (CAP)

Common External
Tariff (CXT)

Common Market

Comparative
Advantage

Compensation

A set of policies and devices by which member-states of the
European Community (EC) seek to merge their individual
agricultural programs into a unified effort to promote regional
agricultural development, fair and rising standards of living
for the farm population, stable agricultural markets,
increased agricultural productivity, and methods of dealing
with security of food supply. Two of the principal elements of
the CAP are the variable levy (an import duty amounting to
the difference between EC target farm prices and the lowest
available market prices of imported agricultural commodities)
and export subsidies to promote exports of farm goods that
cannot be sold within the EC at the target prices.

A tariff rate uniformly applied by a common market or
customs union, such as the European Community, to
imports from countries outside the union. For example, the
European Common Market is based on the principle of a free
internal trade area with a common external tariff. "Free-
trade areas" do not necessarily have common external tariffs.

See Customs Union.

A central concept in international trade theory which holds
that a country or a region should specialize in the production
and export of those goods and services that it can produce
relatively more efficiently than other goods and services, and
import those goods and services in which it has a
comparative disadvantage. This theory was first propounded
by David Ricardo in 1817 as a basis for increasing the
economic welfare of a population through international trade.
The comparative advantage theory normally favours
specialized production in a country based on intensive
utilization of those factors of production in which the country
is relatively well-endowed (such as raw materials, fertile land
or skilled labor); and perhaps also the accumulation of
physical capital and the pace of research.

Concept that withdrawal or amendment of a previously
negotiated or bound concession, such as a tariff increase,
change in quota level, temporary surtax etc. requires a new
and equivalent concession.
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Competition Policy Set of policy measures whose objective is to protect the
effective operation of the economy based on the premise that
generally a market system will give better results in terms of
economic and industrial performance than any alternative
systems of industrial organization. Canada’s competition
policy is founded in the Competition Act. (See also
Restrictive Business Practices).

Compound Duty or An import tax consisting of a specific rate plus an ad valorem

Tariff charge, or a provision that an ad valorem or specific tax will
apply, whichever is higher. Also called a "mixed tariff". (See
also Ad Valorem Tariff and Specific Tarifi).

Contingency Collective term referring to anti-dumping and countervailing
Protection duties and safeguards.
Countertrade Transactions in which the seller provides the buyer with

deliveries (e.g. technology, know-how, finished products,
machinery and equipment) and contractually agrees to
purchase goods from the buyer equal to an agreed-upon
percentage of the original sales contract value. A practice
which has become increasingly prevalent in East-West trade;
non-market economy countries have adopted countertrade in
various forms as a tool for generating some or all of the hard
currency needed for new industrial projects, expanding
exports to the West and minimizing the outlay of scarce
resources of hard currency. Also referred to as barter, buy-
back, counter-purchase, offset and compensation trade.

Countervailing Additional duties imposed by the importing country to offset
government subsidies in the exporting country, when the
subsidized imports cause material injury to domestic
industry in the importing country.

Cultural sovereignty A term coined by nationalists and producers of cultural
products to describe the state where domestically-produced
cultural products, such as books, films, magazines and TV
programs have sufficient access to their home market to
ensure that national values are not supplanted by foreign
values.

Current Account That portion of a country’s balance of payments that records
current {as opposed to capital) transactions, including visible
trade (exports and imports}, invisible trade (income and
expenditures for services), profits eamed from foreign
operations, interest and transfer payments.




GLOSSARY OF TRADE AND RELATED TERMS

Customs Act

Customs
Classification

Customs Cooperation
Council
Nomenclature (CCCN)
Customs Duties

Customs
Harmonization

Customs Tariff Act

Customs Union

Defence Production
Sharing
Arrangements

Deficiency Payments

Canadian legislation which provides the basic framework for
customs procedures in Canada.

The particular category in a tariff nomenclature in which a
product is classified for tariff purposes, or the procedure for
determining the appropriate tariff category in a country's
nomenclature system used for the classification, coding and
description of internationally traded goods. Most important
trading nations -- except for the United States, Canada and
the Soviet Union -- classify imported goods in conformity with
the Customs Cooperation Council Nomenclature (CCCN),
formerly known as the Brussels Tariff Nomenclature (BTN).

A system for classifying goods for customs purposes formerly
known as the Brussels Tariff Nomenclature (BTN).

See Tariff.

International efforts to increase the uniformity of customs
nomenclatures and procedures in cooperating countries. The
Customs Cooperation Council has been seeking since 1970
to develop and up-to-date and internationally accepted
"Harmonized Commodity Coding and Description System" for
classifying goods for customs, statistical, and other purposes.
(See also Kyoto Convention).

Canadian legislation which provides the legal framework for
the collection of customs duties in Canada, including rules
related to drawbacks, duty remission, valuation, etc.

A group of nations which have eliminated trade barriers
among themselves and imposed a common tariff on all goods
imported from all other countries. A customs union is often
referred to as a common market.

A set of administrative arrangements between the United
States and Canada dating back to the 1941 Hyde Park
arrangement providing for free trade in defence material and
encouraging shared production of such material.

Government payments to compensate farmers for all or part
of the difference between domestic market price levels for a
commodity and a higher target price. (See also Variable
Levy).
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Devaluation

Developed Countries

Developing Countries
(LDCs)

Dispute Settlement

Domestic Content
Requirements

Domestic
International Sales
Corporation (DISC)

The lowering of the value of a national currency in terms of
the currency of another nation. Devaluation tends to reduce
domestic demand for imports in a country by raising their
prices in terms of the devalued currency and to raise foreign
demand for the country’s exports by reducing their prices in
terms of foreign currencies. Devaluation can therefore help
to correct a balance-of-payments deficit and sometimes
provide a short-term basis for economic adjustment of a
national economy.

A term used to distinguish the more industrialized nations --
including all OECD member countries as well as the Soviet
Union and most of the socialist countries of Eastern Europe -
- from "developing” -- or less developed -- countries. The
developed countries are sometimes collectively designated as
the "North", because most of them are in the Northern
hemisphere.

A broad range of countries that generally lack a high degree
of industrialization, infrastructure and other capital
Investment, sophisticated technology, widespread literacy,
and advanced living standards among their populations as a
whole. The developing countries are sometimes collectively
designated as the "South" because a large number of them
are in the Southern hemisphere.

Those institutional provisions in a trade mechanism
agreement which provide the means by which differences of
view between the parties can be settled.

A requirement that firms selling a particular product within a
particular country must use, as a certain percentage of their
inputs, goods produced within that country, a proposition
particularly attractive to the auto industry and its workers.

A special U.S. corporation authorized by the U.S. Tax
Revenue Act of 1971, as amended by the Reform Act of 1984,
to borrow from the U.S. Treasury at the average one-year
Treasury bill interest rate to the extent of income tax liable
on 94 percent of its annual corporate income. To qualify, the
corporation must derive 95 percent of its gross assets, such
as working capital, inventories, building and equipment from
exports. Such a corporation can buy and sell independently,
or can operate as a subsidiary of another corporation. It can
maintain sales and service facilities outside the United States
to promote and market its goods.

10
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DREE

DRIE

Dumping

Duty

Duty Remission

Drawback

EEC

Economic

Nationalism

EDC

EFTA

Canadian Department of Regional Economic Expansion
(1972-1982), replaced by DRIE.

Canadian Department of Regional Industrial Expansion
(1982 - ) soon to be replaced by the Department of Industry,
Science and Technology.

The sale of an imported commodity at a price lower than that
at which it is sold within the exporting country or to third
countries. Dumping is generally recognized as an unfair
trade practice that can disrupt markets and injure producers
of competitive products in the importing country. Article VI
of GATT permits the imposition of special anti-dumping
duties against "dumped" goods equal to the difference
between their export price and their normal value in the
exporting country.

See Tariff.

Import duties or taxes repaid by a government, in whole or in
part, to a particular company or industry contingent upon
exports manufactured in the importing country or similar
performance requirements, wusually on imports of
components, parts or products to complete a product line.

Import duties or taxes repaid by a government in whole or in
part, when the imported goods are re-exported or used in the
manufacture of exported goods.

European Economic Community, comprising, as of January
1, 1986, France, Italy, Belgium, Germany (FRQG),
Netherlands, Luxembourg, Denmark, U.K., Ireland, Greece,
Spain and Portugal.

A desire to make a nation completely self-sufficient in terms
of trade, so that it requires neither imports nor exports for its
economic well-being; also known as autarchy or national self-
sufficiency.

Export Development Corporation. The Canadian Crown
Corporation which provides exporters with a variety of
financing services, largely on a cost-recovery basis, including
credit, insurance and loan guarantees.

European Free Trade Agreement, comprising Austria,
Switzerland, Finland, Iceland, Norway and Sweden.

11
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Embargo

Emergency
Restrictions

EMR

End-use Tariff Item

Escape Clause

Establishment

Exceptions

Exchange Controls

A prohibition upon exports or imports, either with respect to
specific products or specific countries. Historically,
embargoes have been ordered most frequently in time of war,
but they may also be applied for political, economic or
sanitary purposes. Embargoes imposed against an individual
country by the United Nations -- or a group of nations -- in
an effort to influence its conduct or its policies are sometimes
called "sanctions".

See Escape Clause and Safeguards.

Canadian Department of Energy, Mines and Resources.

Tariff classification where the rate of duty depends upon the
use to which the imported product is put (e.g. cotton sheeting
for medical use taxed at a lower rate than all other cotton

sheeting).

A provision in a bilateral or multilateral commercial
agreement permitting a signatory nation to suspend tariff or
other concessions when imports threaten serious harm to the
producers of competitive domestic goods. GATT Article XIX
sanctions such "safeguard” provisions to help firms and
workers adversely affected by a relatively sudden surge of
imports, adjust to the rising level of import competition. See
also Safeguards.

One of the basic principles which comprise national
treatment for investors. Right of establishment involves
providing foreign investors the right to establish new
businesses on the same basis as nationals.

Provisions in a trade agreement which provide for rules to
deal with special circumstances, such as import or export
controls for security reasons. GATT Articles XX and XXI
provide for the basic exceptions to the GATT.

The rationing of foreign currencies, bank drafts, and other
instruments for settling international financial obligations by
countries seeking to ameliorate acute balance-of-payments
difficulties. When such measures are imposed, importers
must apply for prior authorization from the government to
obtain the foreign currency required to bring in designated
amounts and types of goods. Since such measures have the
effect of restricting imports, they are considered non-tariff
barriers to trade.

12
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Exchange Rate

Excise Tax

Exemptions

Eximbank

Export and Import
Permits Act

Export Quotas

The price (or rate) at which one currency is exchanged for
another currency, gold or Special Drawing Rights (SDR’s).

A selective tax -- sometimes called a consumption tax -- on
certain goods produced within or imported intc a country.

Provisions which exempt particular products or situations
from a general rule (e.g. in a free-trade area eliminating all
tariffs, agriculture might be exempted from this provision).

The Export-Import Bank of the United States, known as
Eximbank, facilitates and aids in financing exports of U.S.
goods and services. Eximbank has implemented a variety of
programs to meet the needs of the U.S. exporting community,
according to the size of the transaction. These programs take
the form of direct lending or the issuance of guarantees and
insurance, so that exporters and private banks can extend
appropriate financing without taking wundue risks.
Eximbank’s direct lending program is limited to larger sales
of U.S. products and services around the world. The
guarantees, insurance, and discount programs have been
designed to assist exporters in smaller sales of products and
services.

Canadian legislation which provides the mechanism
{(licensing) by which exports from Canada and imports into
Canada can be controlled. Three basic controlling lists are
prescribed under the Act: an Import Control List, an Export
Control List and an Area Control List. Any product listed on
the first two lists or any exports to a country on the third list
requires a permit, the conditions for which may be prescribed
by Order-in-Council.

Specific restrictions or ceilings imposed by an exporting
country on the value or volume of certain imperts, designed
to protect domestic producers and consumers from
temporary shortages of the goods affected or to bolster their
prices in world markets. Some International Commodity
Agreements explicitly indicate when producers should apply
such restraints. Export Quotas are also often applied in
Orderly Marketing Agreements and Voluntary Restraint
Agreements, and to promote domestic processing of raw
materials in countries that produce them.

13
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Export Restraints

Export Subsidies

Export Trading
Company

Extra-territoriality

FAS

Quantitative restrictions imposed by exporting countries to
limit exports to specified foreign markets, usually pursuant
to a formal or informal agreement concluded at the request of
the importing countries.

Government payments or other financially quantifiable
benefits provided to domestic producers or exporters
contingent on the export of their goods or services. GATT
Article XVI recognizes that subsidies in general, and
especially export subsidies, distort normal commercial
activities and hinder the achievement of GATT objectives. An
agreement on subsidies and countervailing duties negotiated
during the Tokyo Round strengthened the GATT rules on
export subsidies and provided for an outright prohibition of
export subsidies by developed countries for manufactured
and semi-manufactured products. The agreement also
established a special committee, serviced by signatories.
Under certain conditions, the agreement allows developing
countries to use export subsidies on manufactured and semi-
manufactured products, and on primary products as well,
provided that the subsidies do not result in more than an
equitable share of world exports of the product for the
country.

A corporation or other business unit organized and operated
principally for the purpose of exporting goods and services or
of providing export related services to other companies. The
Export Trading Company Act of 1982 exempts authorized
trading companies from certain provisions of U.S. anti-trust
laws.

The application of national laws, policies and practices
beyond the frontier. The U.S. actively practices the extra-
territorial application of its laws (e.g. in the area of anti-trust
and strategic export controls through its influences over the
head offices of U.S.-owned multinational enterprises).

The term "Free Alongside Ship" refers in international trade
to the point of embarkation from which the vessel or plane
selected by the buyer will transport the goods. Under this
system, the seller is obligated to pay the costs and assume all
risks for transporting the goods from his place of business to
the FAS point. In trade statistics, "FAS value" means that
the import or export figures are calculated on this basis,
regardless of the nature of individual transactions reflected in
the statistics.

14
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Fair Trade

Fast-track
Procedures

FOB

Foreign Exchange
Controls

Foreign Investment
Review Agency
(FIRA)

Foreign Sales
Corporation (FSC)

See Unfair Trade.

Legislative procedures set forth in Section 151 of the Trade
Act of 1974, stipulating that once the President formally
submits to Congress a bill implementing an agreement
(negotiated under the Act’s authority) concerning non-tariff
barriers to trade, both houses must vote on the bill within 90
days. No amendments are permitted. The purpose of these
procedures is to assure foreign governments that Congress
will act expeditiously on an agreement they negotiate with the
U.S. Government. Under current law, the fast-track
procedures expire on 3 January, 1988.

An abbreviation used in some international sales contracts,
when imports are valued at a designated point, as agreed
between buyer and seller, that is considered "Free on Board".
In such contracts, the seller is obligated to have the goods
packaged and ready for shipment from the agreed point,
whether his own place of business or some intermediate
point, and the buyer normally assumes the burden of all
inland transportation costs and risks in the exporting
country, as well as all subsequent transportation costs,
including the costs of loading the merchandise on the vessel.
However, if the contract stipulates "FOB vessel”, the seller
bears all transportation costs to the vessel named by the
buyer, as well as the costs of loading the goods onto that
vessel. The same principle applies to the abbreviations "FOR"
("Free on Rail") and "FOT" ("Free on Truck").

Limitations or restrictions on the use of certain types of
currency, bank drafts, or other means of payment in order to
regulate imports, exports and the balance of payments.

Agency established by the Government of Canada in 1974, to
monitor and screen direct foreign investment with a view to
ensuring that such investment would be of direct benefit to
Canada. (See Investment Canada).

~A firm incorporated in Guam, the U.S. Virgin Islands, the

Commonwealth of the Northern Mariana Islands, American
Samoa or any foreign country that has a satisfactory
exchange-of-information agreement with the United States
and elects to be taxed as a U.S. corporation, except for the
fact that it exempts from taxable income, a portion of the
combined net income of the FSC and its affiliated supplier on
the export of US products.

15
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Framework
Agreement

Free Trade

Free-Trade Area

Free-Trade Zone

Functional Trade
Agreement

GATT

A trade agreement limited to a broad statement of objectives
but including institutional arrangements to facilitate the
attainment of these objectives.

An economic concept, used for analytical purposes, to denote
trade unfettered by government-imposed trade restrictions;
also used as a general term to denote the end result of a
process of trade liberalization. Free trade is the comparative
term used to denote circumstances between current practice
and the achievement of free trade.

A cooperative arrangement among two or more nations which
agree to remove substantially all tariff and non-tariff barriers
to trade with each other, while each maintains its differing
schedule of tariffs applying to all other nations.

An area within a country (a seaport, airport, warehouse or
any designated area) regarded as being outside its customs
territory. Importers may therefore bring goods of foreign
origin into such an area without paying customs duties and
taxes, pending their eventual processing, trans-shipment or
re-exportation. Free zones were numerous and prosperous
during an earlier period when tariffs were high. Some still
exist in capital cities, transport junctions and major seaports,
but their number and prominence have declined as tariffs
have fallen in recent years. Free zones may also be known as
"free ports", "free warehouses", and "foreign trade zones".

A trade agreement limited to a particular type of measure
used to restrict or manage trade, such as government
procurement, emergency safeguards or countervailing duties.

The General Agreement on Tariffs and Trade (GATT) is a
multilateral treaty, subscribed to by 95 countries which
together account for more than four-fifths of world trade,
which delineates rules for international trade. The primary
objective of the GATT is to liberalize world trade and place it
on a secure basis, thereby contributing to global economic
growth and development.

16




GLOSSARY OF TRADE AND RELATED TERMS

Generalized System A concept developed within UNCTAD to encourage the
of Preferences (GSP) expansion of manufactured and semi-manufactured exports
from developing countries by making goods more competitive
in developed country markets through tariff preferences. The
GSP reflects international agreement, negotiated at UNCTAD
II in New Delhi in 1968, that a temporary and non-reciprocal
grant of preferences by developed countries to developing
countries would be equitable and, in the long term, mutually

beneficial
GNP Gross National Product.
Government The term refers to purchases of goods and services by official
Procurement government agencies. As a non-tariff barrier to trade, it

refers to discriminatory purchases from domestic suppliers,
even when imported goods are more competitive. (See also
Buy-National).

Graduation A concept pertaining to developing countries, whereby as
they advance economically and become more developed, they
assume greater responsibilities and obligations within the
international trading system. This term also applies to the
Generalized System of Preferences, whereby certain more
advanced developing countries may be removed or
"graduated” from eligibility on individual GSP eligible
products.

Grandfather Clause A GATT provision that allowed the original contracting parties
to accept general GATT obligations despite the fact that some
existing domestic legislation was otherwise inconsistent with
GATT provisions. (See Residual Restrictions). More
generally, any clause in an agreement which provides that
certain existing programs, practices and policies are exempt
from an obligation.

Harmonized System See Customs Harmonization.
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IBRD (World Bank)

IMF

Import Policy

Import Substitution

Import Quota

Industrial Policy

International Bank for Reconstruction and Development,
established, together with the International Monetary Fund,
after the Bretton Woods Conference in 1944. Its purpose was
to help countries to reconstruct their economies after the
damage inflicted by World War II. It is prepared to assist
member-countries by lending to governmental agencies or by
guaranteeing private loans. Loans are usually for 15 to 20
years and finance agricultural modernization, hydro-electric
schemes, port improvements, and general programs of
economic reconstruction. The funds come from the
developed countries and the Bank acts as a medium-term
loan agency in channeling them to the less-developed
countries.

International Monetary Fund, established at Bretton Woods
in 1944. Its purpose was to restore and promote monetary
and economic stability. Its headquarters are in Washington.
All OECD and most developing countries are members.

Encompasses traditional government policies intended to
provide a favorable economic climate for the development of
industry in general or specific industrial sectors.
Instruments of industrial policy may include tax incentives to
promote investments or exports, direct or indirect subsidies,
special financing arrangements, protection against foreign
competition, worker training programs, regional development
programs, assistance for research and development, and
measures to help small business firms. Historically, the term
industrial policy has been associated with at least some
degree of centralized economic planning or indicative
planning, but this connotation is not always intended by its
contemporary advocates.

An attempt by a country to reduce imports (and hence foreign
exchange expenditures) by encouraging the development of
domestic industries.

See Quantitative Restrictions.

Governmental actions affecting, or seeking to affect, the

sectoral composition of the economy by influencing the
development of particular industries.
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Industrial Targeting The selection by a national government, of industries
important to the next stage of the nation’s economy, and
encouragement of their development through explicit policy
measures. A frequent goal of such tardeting is
competitiveness in export markets.

Infant Industry The view that "temporary protection” for a new industry or

Argument firm in a particular country through tariff and non-tariff
barriers to imports can help it to become established and
eventually competitive in world markets. Historically, new
industries that are soundly based and efficiently operated
have experienced declining costs as output expands and
production experience is acquired. However, industries that
have been established and operated with heavy dependence
on direct or indirect government subsidies have sometimes
found it difficult to relinquish that support. The rationale
underlying the Generalized System of Preferences is
comparable to that of the infant industry argument.

Injury The term used in international commerce to describe the
effect on domestic producers of a decline in output, lost
sales, decline in market share, reduced profits and return on
investment, reduced capacity utilization, etc. as a result of
import competition. A distinction is often made between
serious injury (required for emergency safeguard measures)
and material injury (required for anti-dumping and
countervailing duties).

Injury The requirement, under GATT, that an industry seeking trade
relief establish that it has been hurt by foreign competition.
In the United States, a finding of injury has always been
required for escape-clause relief, and since 1979 for the bulk
of CVD and anti-dumping cases as well.

Intellectual Property A collective term used to refer to new ideas, inventions,
designs, writings, films, etc. and protected by copyright,
patents, trademarks, etc.

International Joint Bilateral Canada-U.S. body responsible for investigating

Commission - complaints of water pollution and recommending remedial
action. It is often cited as model for dispute resolution in the
trade area.

International Trade See U.S. International Trade Commission.

Commission
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Investment Canada

Investment
Performance
Requirements

Invisible Trade

ISAC

ITA

ITAC

ITO

Joint Venture

Kennedy Round

Agency which replaced FIRA in 1985. Its mandate is to
promote investment in Canada from all sources, to carry out
research and provide policy advice and to review significant
investment by non-Canadians.

Special conditions imposed on direct foreign investment by
recipient governments, sometimes requiring commitments to
export a certain percentage of the output, to purchase given
supplies locally or to ensure the employment of a specified
percentage of local labor and management.

Items such as freight, insurance, and financial services that
are included in a country’s balance of payments accounts (in
the "current” account), even though they are not recorded as
physically visible exports and imports.

Industry Sector Advisory Committee. Part of formal advisory
structure to the U.S. government used during trade
negotiations. (See also ACTN).

International Trade Administration of the U.S. Department of
Commerce, the branch of government responsible for anti-
dumping and countervailing duty investigations under U.S.
law. Once the ITA establishes the existence of dumping and
subsidization, the ITC determines whether or not there is

injury.

International Trade Advisory Committee. A committee of 33
private sector leaders, chaired by Walter Light, which advises
the Canadian government on trade matters. (See also
SAGIT). .

International Trade Organization, the still-born organization
which was to do for trade what the IMF has done for the
management of intermational monetary issues. GATT, the
commercial policy chapter of the Havana Charter for an ITO,
has gradually gained organizational status and now performs
this function.

A form of business partnership involving joint management
and the sharing of risks and profits such as between
enterprises based in different countries. If joint ownership of
capital is involved, the partnership is known as an equity
joint venture.

The sixth in a series of multilateral trade negotiations
(1963-1967). '
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Kyoto Convention The major intermational agreement covering customs
procedures. It is administered by the Customs Cooperation
Council in Brussels and under its auspices, international
specialists yearly add to international standardization of
customs procedures by adding protocols and annexes to the

Convention.
Least Developed Some 36 of the world's poorest countries, considered by the
Countries United Nations to be the least developed of the less developed

countries. Most of them are small in terms of area and
population, and some are land-locked or small island
countries. They are generally characterized by low per capita
incomes, literacy levels, and medical standards, subsistence
agriculture and a lack of exploitable minerals and competitive
industries. Many suffer from aridity, floods, hurricanes, and
excessive animal and plant pests, and most are situated in
the zone 10 to 30 degrees north latitude. These countries
have little prospect of rapid economic development in the
foreseeable future and are likely to remain heavily dependent
upon official development assistance for many years. Most
are in Africa, but a few, such as Bangladesh, Afghanistan,
Laos, and Nepal, are in Asia. Haiti is the only country in the
Western Hemisphere classified by the United Nations as
"least developed". (See developing countries).

Liberalization Reductions in tariffs and other measures that restrict world
trade, unilaterally, bilaterally or multilaterally. Trade
liberalization has been the objective of all GATT trade

negotiations.
Linear Reduction of A reduction, by a given percentage, in all tariffs maintained
Tariffs by all countries participating in a given round of trade

negotiations, unless there are explicit “"exceptions".
Exceptions usually are confined to products so "sensitive"
that increased imports might cause severe political and
economic difficulties. This approach to negotiating tariff
reductions was used in the Kennedy Round to avoid the
difficulties involved in item-by-item negotiations. Also known
as Across-the-Board Tariff Reductions. (See also
Harmonization).

Macroeconomic Policy  Policy geared toward influencing the overall aggregates of the
economy, such as employment, production, and the rate of
inflation, through measures affecting the fiscal balance and
the supply of money and credit.
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Market Access

Market Disruption

Mercantilism

MFA

MFN

Mixed Credits

Most-Favoured-
Nation Treatment
(MFN)

MTN

Availability of a national market to exporting countries (i.e.
reflecting a government’'s willingness to permit imports to
compete relatively unimpeded with similar domestically
produced goods).

Situation existing when a surge of imports in a given product
line in a particular country causes sales of domestically
produced goods to decline to an extent that the domestic
producers and their employees suffer major economic
reversals.

A prominent economic philosophy in the 16th and 17th
centuries that equated the accumulation and possession of
gold and other international monetary assets, such as foreign
currency reserves, with national wealth. Although this point
of view is generally discredited among 20th century
economists and trade policy experts, some contemporary
politicians still favour policies designed to create trade
"surpluses”, such as import substitution and tariff protection
for domestic industries, as essential to national economic

strength.

See Multi-Fibre Arrangement Regarding International Trade
in Textiles.

See Most-Favoured-Nation Treatment.

Exceptionally liberal financing terms for an export sale,
ostensibly provided for a foreign aid purpose.

A commitment that a country will extend to another country
the lowest tariff rates it applies to any third country. The
MFN principle has provided the foundation of the world
trading system since the end of World War 1I. All Contracting
Parties to GATT apply MFN treatment to one another under
Article I of GATT. Exceptions to this basic rule are allowed in
the formation of regional trading arrangements, provided
certain strict criteria are met. (See also National Treatment).

See Multilateral Trade Negotiations.
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Multi-Fibre An international compact under GATT that allows an
Arrangement importing signatory country to apply quantitative restrictions
Regarding Trade in on textiles when it considers them necessary to prevent
Textiles (MFA) market disruption. The MFA provides a framework for

regulating international trade in textiles and apparel with the
objectives of achieving "orderly marketing” of such products,
and avoiding "market disruption” in import countries. It
provides a basis on which major importers, such as the
United States and the European Community, may negotiate
bilateral agreements or, if necessary, impose restraints on
imports from low-wage producing countries. It provides,
among other things, standards for determining market
disruption, minimum levels of import restraints and annual
growth of imports. Since an importing country may impose
such quotas unilaterally to restrict rapidly rising textile
imports, many important textile-exporting countries consider
it advantageous to enter into bilateral agreements with the
principal textile-importing countries. The MFA went into
effect January 1, 1974, was renewed in December, 1977, in
December, 1981, and again in July, 1986 for five years. It
succeeded the Long-term Agreement on International Trade
in Cotton Textiles (The LTA), which had been in effect since
1962. Whereas the LTA applied only to cotton textiles, the
MFA now applies to wool, man-made (synthetic) fibre, silk
blend and other vegetable fibre textiles and apparel.

Multilateral An international compact involving three or more parties.

Agreement For example, GATT has been, since its establishment in
1947, seeking to promote trade liberalization through
multilateral negotiations.

Multilateral Trade Seven Rounds of Multilateral Trade Negotiations have been

Negotiations (MTN) held under the auspices of GATT since 1947. Each Round
represented a discrete and lengthy series of interacting
bargaining sessions among the participating Contracting
Parties in search of mutually beneficial agreements looking
toward the reduction of barriers to world trade. The
agreement ultimately reached at the conclusion of each
Round became new GATT commitments and thus amounted
to an important step in the evolution of the world trading
system.
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National Treatment

NEP

Newly Industrializing
Countries (NICs)

Non-Market Economy

Non-Tariff Barriers or
Measures

This expression refers to the extension to imported goods of a
treatment no less favourable than that accorded to domestic
products with respect to internal taxes, laws, regulations and
requirements. GATT members are obliged to accord to one
another "national treatment” with respect to internal
measures that can affect trade.

National Energy Program. Program adopted by the
Government of Canada in 1979 to increase Canadian control
and ownership of the energy industry and stimulate
exploration and exploitation of Canada’s energy resources in
a planned and coherent manner. Its more nationalistic
elements strained Canada-U.S. relations and, together with
FIRA, stood as symbols of Canadian economic nationalism.
Many of its more objectionable principles were withdrawn in
1985-86.

Advanced developing countries whose industrial production
exports have grown rapidly in recent years. Examples
include Brazil, Hong Kong, Korea, Mexico, Singapore, and
Taiwan.

A national economy or a country in which the government
seeks to determine economic activity largely through a
mechanism of central planning, as in the Soviet Union, in
contrast to a market economy that depends heavily upon
market forces to allocate productive resources. In a "non-
market" economy, production targets, prices, costs,
investment allocations, raw materials, labor, international
trade and most other economic aggregates are manipulated
within a national economic plan drawn up by a central
planning authority, and hence the public sector makes the
major decisions affecting demand and supply within the
national economy. (See also State-Trading Countries).

Government measures or policies other than tariffs which
restrict or distort international trade. Examples include
import quotas, discriminatory government procurement
practices and measures to protect intellectual property.
Such measures have become relatively more conspicuous
impediments to trade as tariffs have been reduced during the
period since World War II.
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OECD

OPEC

Orderly Marketing
Agreements (OMAs)

Panel of Experts

Par Value

Phasing

Predatory Pricing

Price Discrimination

Organization for Economic Cooperation and Development.
Paris-based organization of industrialized countries
responsible for study and cooperation of broad range of
economic, trade, scientific and educational issues.
Membership includes U.S., Canada, Japan, Australia, New
Zealand, France, Italy, Belgium, Germany (FRG), the
Netherlands, Luxembourg, Denmark, the UK., Ireland,
Greece, Spain, Portugal, Austria, Switzerland, Finland,
Iceland, Norway, Sweden, Turkey and Yugoslavia.

Organization of Petroleum Exporting Countries.

International agreements negotiated between two or more
governments, in which the trading partners agree to restrain
the growth of trade in specified "sensitive" products, usually
through the imposition of import quotas. Orderly Marketing
Agreements are intended to ensure that future trade
increases will not disrupt, threaten or impair competitive
industries or their workers in importing countries.

Sub-groups of the GATT established by the contracting
parties on an ad hoc basis to study a particular facet of GATT
work. Panels are generally composed of three to five persons
who serve in their individual capacity, acting not as
representatives of nations but as experts or objective judges
of particular matters.

The official fixed exchange rate between two currencies or
between a currency and a specific weight of gold or a basket
of currencies.

See Transitional Measures.

Business practice which involves the deliberate charging of
prices at a level low enough to drive a competitor out of
business or deter entry by new competitors. It is usually
directed towards competitors at the same level or production
or distribution as the offender. Both Canadian and U.S. laws
on competition consider predatory pricing as an offence.

Business practice which involves charging different
customers different prices for the same product by
differentiating between groups of customers. It may be used
to benefit the seller or the buyer of the product. Both
Canadian and U.S. laws on competition consider certain
types of price discrimination as offences.
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Principal Supplier

Protectionism

Quantitative
Restrictions (QRs)

Quasi-judicial
Procedures

The country that is the most important source of a particular
product imported by another country. In negotiations
conducted under GATT, a country offering to reduce import
duties or other barriers on a particular item generally expects
the principal supplier of the imported item to offer, in
exchange, to reduce restrictions on an item. Both countries
then automatically grant the same concessions to all other
countries to which they have agreed to accord Most-
Favoured-Nation treatment, including all contracting parties
to GATT. (See Most-Favoured-Nation Treatment and
Reciprocity).

The deliberate use or encouragement of restrictions on
imports to enable relatively inefficient domestic producers to
compete successfully with foreign producers.

Explicit lmits or quotas, on the physical amounts of
particular commodities that can be imported or exported
during a specified time period, usually measured by volume
but sometimes by value. The quota may be applied on a
"selective” basis, with varying limits set according to the
country of origin, or on a quantitative global basis that only
specifies the total limit and thus tends to benefit more
efficient suppliers. - Quotas are frequently administered
through a system of licensing. GATT Article XI generally
prohibits the use of quantitative restrictions, except under
conditions specified by other GATT articles. Article XIX
permits quotas to safeguard certain industries from damage
by rapidly rising imports. Article XII and Article XVIII provide
that quotas may be imposed for balance of payments reasons
under circumstances laid out in Article XV. Article XX
permits special measures to apply to public health, gold
stocks, items of archeological or historic interest and several
other categories of goods. Article XXI recognizes the
overriding importance of national security. Article XII
provides that quantitative restrictions, whenever applied,
should be non-discriminatory.

Procedures through which law is made by regulatory
agencies applying general statutes to specific cases. On
trade, procedures administered by the U.S. International
Trade Commission and the Department of Commerce
determine the eligibility of petitioners for import relief under
the escape clause, countervailing duty, anti-dumping, and
other trade statutes.
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Quebec Declaration Statement of political intent adopted by Prime Minister Brian
Mulroney and President Ronald Reagan at Quebec City,
March 18, 1985, providing for formal exploration of a free-
trade agreement covering trade in goods and services.

Quota A limit of the quantity of a product that may be imported by
(or sold to ) a country. Import quotas are enforced by the
receiving nation, export quotas by the country of origin.

Reciprocal Trade The law which provided authority for the U.S. government to
Agreements Act of enter into bilateral agreements for reciprocal tariff
1934 reductions. Through successive extensions and

amendments, it also authorized U.S. participation in the first
five GATT Rounds of multilateral trade negotiations. It was
superseded by the Trade Expansion Act of 1962.

Reciprocity The practice by which governments extend similar
concessions to each other, as when one government lowers it
tariffs or other barriers impeding its imports in exchange for
equivalent concessions from a trading partner on barriers
affecting its exports (a "balance of concessions”). Reciprocity
has traditionally been a principal objective of negotiators in
GATT Rounds. Reciprocity is also defined as "mutuality of
benefits”, "quid pro quo", and "equivalence of advantages".
GATT Part IV ({especially GATT Article XXXVI) and the
"Enabling Clause” of the Tokyo Round "Framework
Agreement” exempt developing countries from the rigorous
application of reciprocity in their negotiations with developed

countries.
Reciprocity Historical term referring to trade agreements between
Agreement Canada and the United States providing for reciprocal trade

concessions, including the 1854 Elgin-Marcy Treaty and the
aborted 1911 agreement.

Residual Restrictions Quantitative restrictions that have been maintained by
governments before they became contracting parties to GATT
and, hence, permissible under the GATT "grandfather
clause”. Most of the residual restrictions still in effect are
maintained by developed countries against the imports of
agricultural products. (See also Grandfather Clause and
Quantative Restrictions).
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Restrictive Business Action taken by a country whose exports are adversely

Practices (RBPs) affected by the raising of tariffs on other trade restricting
measures by another country. The GATT permits an
adversely affected country to impose limited restraints on
imports from a country that has raised its trade barriers after
consultations with countries whose trade might be affected.
In theory, the volume of trade affected by such retaliatory
measures should approximate the volume of trade affected by
the precipitating change in import protection.

Retaliation Action taken by a country to restrain its imports from a
country that has increased a tariff or imposed other
measures that adversely affect its exports in a manner
inconsistent with GATT. The GATT, in certain
circumstances, permits such reprisal, although this has very
rarely been practiced. The value of trade affected by such
retaliatory measures should, in theory, approximately equal
the value affected by the initial import restriction.

Reverse Preferences Tariff advantages once offered by developing countries to
imports from certain developed countries that granted them
preferences. Reverse preferences characterized trading
arrangements between the European Community and some
developing countries prior to the advent of the Generalized
System of Preferences (GSP) and the signing of the Lome
Convention. (See European Community, Generalized System

of Preferences).
Round of Trade A cycle of multilateral trade negotiations under the aegis of
Negotiations GATT, culminating in simultaneous trade agreements among

participating countries to reduce tariff and non-tariff barriers
to trade. Seven Rounds have been completed thus far:
Geneva, 1947-48; Annecy, France, 1949; Torquay, England,
1950-51; Geneva, 1956; Geneva, 1960-62 (the Dillon Round);
Geneva, 1963-67 (the Kennedy Round); and Geneva, 1973-79
(the Tokyo Round). A new round, the Uruguay Round,
started in September 1986.
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Rules of Origin

Safeguards

SAGIT

Section 201 (of the
Trade Act of 1974)

Section 301 (of the
Trade Act of 1974)

Sectoral Reciprocity

Sectoral Trade
Agreement

The term for the set of measures used to differentiate
between goods originating in one country from those in
another for the purpose of the application of trade measures
such as tariffs. For example, goods made up of components
originating in various countries but which when assembled
add 50 percent to their overall value may be considered to be
goods originating in one country, whereas the addition of 25
percent in value would not qualify. Such rules are very
important for countries which are members of a free-trade
area.

The term, safeguards, refers to emergency actions in the form
of additional duties or import quotas applied to fairly traded
imports which nevertheless cause of threaten serious injury
to domestic producers.

Sectoral Advisory Group on International Trade. Fifteen such
groups have been established to provide the Canadian federal
government with advice on trade negotiations from a sectoral
perspective. (See also ITAC).

A safeguard provision of U.S. law allowed under Article XIX of
the GATT. Canada has similar legislation. (See Safeguards).

Provision of U.S. law that enables the President to withdraw
concessions or restrict imports from countries that
discriminate against U.S. exports, subsidize their own
exports to the United States, or engage in other unjustifiable
or unreasonable practices that burden or discriminate
against U.S. trade. Canada enacted similar legislation in the
Special Imports Act of 1984.

The principle or practice of comparing the openness of
national markets to imports sector by sector, and negotiating
restraints sector by sector, rather than across entire
economies. U.S. advocates of a sectoral reciprocity approach
to trade in telecommunications or wine, for example, propose
to compare the levels of U.S. and foreign barriers to imports
of these products, and to equalize them, either by negotiating
reductions in foreign restraints or by raising our own. A
modified version of sectoral reciprocity was enacted into law
as Title III of the Trade and Tariff Act of 1984.

A trade agreement limited in its application to a particular
group of related products comprising a sector. The Auto Pact
is an example of a bilateral sectoral agreement and the GATT
Aircraft Agreement is an example of a multilateral sectoral
agreement.
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Services

Smoot-Hawley Tariff
Act of 1930

Special Drawing
Rights (SDRs)

Special Import
Measures Act (SIMA)

Economic activities the result of which is the provision of
services rather than goods. Includes such diverse activities
as transportation, communications, insurance, banking,
advertising, consulting, distribution, engineering, medicine,
education, etc. It is the fastest growing area of economic
activity in Canada. Two-thirds of working Canadians are
now employed in the service sector. Trade in services takes
place when a service is exported from a supplier nation to
another nation, such as an international airflight, the
extension of credit or the design of a bridge.

U.S. protectionist legislation that raised tariff rates on most
articles imported by the United States, triggering comparable
tariff increase by U.S. trading partners. The Tariff Act of
1930 is also known as the Smoot-Hawley Tariff. Many of its
non-tariff provisions (e.g. those pertaining to anti-dumping or
countervailing duties, remain law today, either in their
original form or as amended).

Created in 1969 by the IMF as a supplemental international
monetary reserve asset. SDRs are available to governments
through the Fund and may be used in transactions between
the fund and member governments. IMF member countries
have agreed to regard SDRs as complementary to gold and
reserve currencies in settling their international accounts.
The union value of an SDR reflects the foreign exchange
value of a basket of currencies of several major trading
countries (the U.S. dollar, the German mark, the French
franc, the Japanese yen, the British pound). The SDR has
become the unit of account used by the Fund and several
national currencies are pegged to it.