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Uruguay Round 

Stage set for the final phase 
of market-access negotiations 

The groups on Tariffs, Non-Tariff 
Measures and Tropical Products 

have set the stage for the final phase of 
market-access negotiations. Demon
strating a strong commitment to meet 
the December 1990 deadline for the 
completion of the Round, the partici
pants in these groups have adopted pro
cedures, including strict timetables, 
necessary for substantive negotiations to 
start in Spring. 

The first breakthrough was achieved 
in the Tariffs Group. After two months 
of intensive consultations, the Group 
adopted on 30 January a timetable 
which would enable tariff-cutting nego
tiations to begin in April. Each partici
pant is to provide the Secretariat by 15 
March a proposal for the reduction, 
elimination and binding of its respective 
tariffs on a line-by-line basis. In April, 
these proposals would be examined on 
the basis of the Mid-Term Review target 
for tariff reductions (at least as deep as 
those achieved in the Tokyo Round or 
about one-third). After the adoption of 
the plan, the acting chairman noted that 
during the consultations many del
egations indicated they intended to fol
low the formula approach, and that 
many developing countries emphasised 
their need for special and differential 
treatment in the tariff negotiations. 

On 14 February, the Negotiating 
Group on Tropical Products agreed a 
procedure reflecting that in tariffs. Each 
participant should submit by 15 March a 
proposal for the reduction, elimination 
and binding of tariffs on tropical prod
ucts. The proposals would be period
ically reviewed in the light of the goals 
set out for this sector at Mid-Term Re
view. 

The Non-Tariff Measures Group 
adopted on 15 February its framework 
and procedures for the negotiations. The 

(Continued on page 4) 

President Salinas of Mexico 

'We are at an historic watershed' 

President Carlos Salinas de Gortari of 
Mexico has called on GATT mem

bers to respond to "the great challenges 
that the trade system faces today". At a 
special Council session at the GATT 
headquarters on 1 February, President 
Salinas said that the Uruguay Round 
participants were at an "historic water
shed", and that "political stability and 
international security depend upon the 
continued creation of wealth through 
equitable apportioned world trade". 

He said that Mexico's recent accession 
to the GATT (it became a contracting 
party in August 1986) was the result of 
its intention to "become an increasingly 
active member of the international 
economic community". He said the 
GATT "is the best forum for eliminating 
obstacles and facilitating trade in goods 
and services on a world scale". 

"Mexico has one of the most open 
economies in the world", Mr. Salinas 
said. He pointed out that Mexico has re
placed the great majority of quantitative 

restrictions with tariffs - the maximum 
of which stood at 20 per cent while 
weighted tariffs averaged 6.2 per cent. 

Mr. Salinas said the trading system 
faced clear dangers, including 
protectionism and the formation of 
closed trading blocs. He said "the Uru
guay Round represents an active process 

(Continued on page 9) 
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2 COUNCIL 

GATT Council resolves US-EC soyabean dispute 
The dispute between the United 

States and the European Communi
ties on EC subsidies to oilseed pro
cessors was resolved at the 25 January 
Council meeting when the panel report 
on the subject was adopted at its first 
hearing. At the same meeting, many 
GATT members welcomed Poland's an
nouncement that it would seek renegoti
ation of the terms of its membership in 
the light of the recent substantial reform 
of its economic and trade policies. 

The dispute-settlement panel which 
examined the US complaint against EC 
payments and subsidies to processors 
and producers of oilseeds and related 
animal-feed proteins presented its report 
to the Council. The US had claimed its 
soyabean producers were losing US$1.5 -
$2 billion annually due to the EC 
measures. Finding the EC measures to 
be inconsistent with GATT provisions, 
the panel recommended they be brought 
into conformity with GATT within a 
reasonable period of time (see sidebar). 

The United States urged the Council 
to adopt what it described as a "well-
reasoned and clearly written" panel re
port. It said that while the subject matter 
examined by the panel was complex, the 
findings were not. 

The Community said it would not 
stand in the way should a consensus 
emerge for the adoption of the report. It 
would comply with the panel's rec
ommendations "in the context of the 
implementation of the results of the 
Uruguay Round". However, it 
maintained that the panel's findings 
have raised many fundamental problems 
concerning the interpretation of Articles 
II, III, XVI and XXIV and the inter
relationship among these Articles, 
"which are being reviewed in the context 
of the Uruguay Round". The EC stress
ed its understanding that the adoption of 
the report would preclude unilateral 
measures by the United States. 

Reporting it had initiated consul
tations with the Community on its treat
ment of imported rapeseeds, Canada 
noted the broad product coverage of the 
panel report and supported its adoption. 
Australia urged the adoption of the re
port and questioned what it saw as an 
attempt by the EC to link implemen
tation of the panel report with the Uru
guay Round negotiations. Argentina and 
Hungary also supported the adoption of 
the report. Switzerland, Austria, the 
Nordic countries and Japan questioned 
certain aspects of the panel's argumen
tation but did not oppose the report's 
adoption. 

The Council adopted the panel report. 

Poland to request 
renegotiation of accession 

Poland announced its intention to re
quest at the next Council meeting a 

working party which would handle the 
renegotiation of the terms of its accessi
on to the GATT. 

Poland reported that a set of laws and 
regulations entered into force at the be
ginning of the year establishing an open 
market economy in the country. The 
changes included the removal of mono
polies in the foreign trade sector, the 
privatisation of state-owned enterprises 
and the introduction of convertible cur
rency. 

It said that its economic reform pro
gramme justified the renegotiation of the 
terms of its GATT membership. Poland 
noted that while other GATT members 
need only observe the most-favoured
nation principle, it also must must also 
fulfil an obligation to expand trade. 
(Poland acceded to the GATT in 1967. 
The Protocol of Accession governing its 
membership provided that Poland's 
concessions, in exchange for the 
privileges of GATT membership, were to 
consist not of tariff reductions but of an 
undertaking to increase the value of its 
imports from other GATT members by 
seven per cent each year. GATT mem
bers may suspend GATT concessions 
applicable to Poland, as the US did in 
1982, if the country fails to meet this 
annual target. These unique arrange
ments reflected the non-market nature 
of Poland's economy.) 

Many countries welcomed and sup
ported the economic changes in Poland 
and indicated they would consider 
favourably the Polish request to re
negotiate. The Chairman said he would 
conduct consultations on the possible 
terms of reference of the working party 
for consideration by the Council at its 
next meeting scheduled for 20 February. 

Hungary informed the Council of 
substantial changes in its trade laws 
which, as from the beginning of the year, 
had liberalized importation of a wide 
range of products. In particular, import 
licensing requirements had been lifted 
for 70 per cent of imports traded in con
vertible currencies. 

Follow-up of panel reports 

The United States, New Zealand and 
Australia expressed concern about 

the lack of progress in the implemen
tation by Korea of three panel reports 
(adopted in November 1989) which ruled 
against its restrictions on beef imports 
(see Focus No. 66). The three complain

ants expressed the hope that in further 
consultations. Korea would be able to 
propose timetables for phasing out the 
restrictions, as recommended by the 
panels. Korea said that it was preparing 
for the next rounds of consultations on 
the subject. It reiterated that 
implementing the panel reports entailed 
political, social and economic problems 
especially in view of the fragile state of 
its livestock sector. 

Australia asked the United States for 
a progress report on its implementation 
of the panel report which concluded that 
the US sugar quota system was incon
sistent with the GATT (see Focus No. 
63). It noted that the bilateral consul
tations held in October 1989 had been 
inconclusive. The United States reiter
ated its commitment to implement the 
recommendations of the panel report, 
and said it would continue consultations 
with Australia. 

The Council Chairman announced the 
appointment of the following officers of 
standing GATT bodies: Mr. Jean-
François Boittan (France), chairman of 
the Committee on Balance-of-Payments 
Restrictions; Mr. Keith Broadbridge 
(Hong Kong), chairman of the Com-
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CALENDAR 
The tentative programme of meetings for 
March: 

1-2 

5-7 
6 

6-7,9 

9 

12-13,15 
14 

15-16 
19 

19-20 

21-22 
21 
21-23 

23 

26-28 
26-30 
27-28 
29-30 

Group of Negotiations on Services 
NG on GATT Articles 
NG on Textiles and Clothing 
WG on Export of Domestically 
Prohibited Goods 
NG on Trade-Related Aspects of 
Intellectual Property Rights 
Committee on Government 
Procurment 
NG on Safeguards 
Committee on Trade in Civil 
Aircraft 
Surveillance Body 
Textiles Surveillance Body 
Committee on Import Licensing 
Committee on Technical Barriers 
to Trade 
Committees on Milk Powders, 
Milk Fats and Cheeses 
NG on Tariffs 
NG on Non-Tariff Measures 
International Dairy Council 
NG on MTN Agreements and 
Arrangments 
NG on Natural Resource-Based 
Products 
NG on Tropical Products 
Group of Negotiations on Services 
NG on Subsidies 
NG on Trade-Related Investment 
Measures 
NG on GATT Articles 
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mittee on Budget. Finance and Ad
ministration; and Mr. Alejandro de la 
Pefia (Mexico) and Mr. Ossi Tuusvuori 
(Finland), chairman and vice-chairman, 
respectively, of the Committee on Tariff 

Concessions. He also informed the 
Council that Ambassador Franz Ceska 
(Austria) had accepted the chairmanship 
of the Working Party on the Accession 
of Paraguay. • 

SIDEBAR 
US/EC: Payments and subsidies paid to processors and producers of oilseeds 
and related animal-feed proteins 

The products involved in the US-EC 
dispute were soyabeans, rapeseed, 

sunflowerseed and the meals derived 
from them. These products are 
extensively traded because of the high-
quality, protein-rich oil produced after 
crushing. They are used in the manufac
ture of compound animal feeds. 

All these products enter the EC mar
ket duty free because of a concession 
negotiated and bound by the Com
munity in the Dillon Round, the GATT 
tariff conference held in 1960-61. The 
concession was extended as the Com
munity was successively enlarged. 

The Community's common oilseed 
regime was adopted as an EC regulation 
in September 1966 and superseded a di
verse range of national support 
measures. Its overall aim was to ensure 
access to supplies - given the Com
munity's then low production - through 
opening up to the world market and, at 
the same time, to support domestic pro
duction through financial aids. Various 
systems of support were developed as 
part of this regime. 

In essence, where prevailing world 
prices (as regularly assessed by the EC 
Commission) are below a pre-determin-
ed EC target price, a subsidy is payable 
to oilseed processors as compensation 
for purchasing domestically-produced 
oilseeds. The system for rapeseed and 
sunflower seed was introduced in 1966. 
The currently applicable system for 
soyabeans was introduced in 1979. 

Information given to the panel indi
cated that EC production of oilseeds 
rose from around 259.000 tons (soya 
meal equivalent) in 1966 to 5.3 million 
tons in 1988. Over the same period, it 
was estimated that imports increased 
from 6.4 to 23 million tons. 

During the 1980s, the EC introduced a 
system of "stabilizers" to control pro
duction. Under this system, prices and 
related aid payments are subject to ad
justment if production exceeds a 
guaranteed maximum quantity or 
threshold. 

The US position 

The US claimed before the panel that, 
contrary to GATT Article III, the 

EC oilseeds regime accords oilseeds im

ported from the US and other exporting 
countries less favourable treatment than 
that given to like products of Com
munity origin. Domestic products ben
efit from subsidies paid only to pur
chasers and processors of domestically 
grown oilseeds. The calculation of the 
level of subsidy was such as to provide 
an incentive to purchase domestic rather 
than imported oilseeds. 

The US further claimed that the ben
efits of the original Dillon Round EC 
tariff concessions had been nullified and 
impaired by the oilseed producer and 
processor subsidies and that in 1962, 
when the concession was negotiated, it 
could not reasonably have anticipated 
such impairment. In recent years, the 
higher support levels had led to a large 
surge in domestic production and a 
consequent adverse effect on imports. 

The EC position 

The EC contended that the provisions 
of Article 111:4 (on national treat

ment of imported products) did not, ac
cording to Article III :8b, prevent the 
payment of subsidies exclusively to 
domestic producers. This was in line 
with the Community's views that disci
plines on subsidies were entirely laid 
down in Article XVI and were not over
ridden by Article III. 

In the absence of any violation of the 
General Agreement, there could be no 
presumption of nullification or impair
ment of a bound tariff concession. The 
expectation related to the original con
cession had been satisfied by the quad
rupling of oilseed imports into the EC 
since 1966.In any case, the concessions 
now in force were not the 1962 con
cessions but those of 1988 related to the 
negotiations on the most recent exten
sion of the Community. 

The Community raised two general 
points: firstly, the extent to which 
GATT tariff concessions were protected 
in relation to the exercise of rights reser-
verved under other GATT provisions, 
especially Article XVI on subsidies, and. 
secondly, whether there were limits on 
the right to subsidise domestic pro
duction in competition with imported 
products for which there was a tariff 
binding. 

The views of the panel 

The panel accepted that the calcu
lation of the level of subsidy pay

ments could over-compensate processors 
for purchasing the domestically-prod
uced oilseeds and was, therefore, capable 
of giving rise to discrimination against 
imported products contrary to Article 
111:4. The panel also took the view that 
the risk of such discrimination must be 
regarded as discrimination in itself. The 
panel did not accept that the subsidy 
payments were covered by Article III: 
8(b) since that provision applied only to 
payments made exclusively to domestic 
producers and not, as in this case, to 
processors. 

With respect to the US complaint that 
the 1962 tariff concessions had been 
nullified or impaired, the panel took the 
view that GATT members negotiate tar
iff concessions primarily as an assurance 
of better market access through improv
ed price competition. They therefore had 
a legitimate expectation that the price 
effect of concessions would not be sys
tematically offset. In this case the effects 
clearly had been offset. The panel did 
not accept the EC argument that the 
balance of the 1962 concessions had 
been altered by the subsequent nego
tiations in the GATT on the extension of 
the Community from six to twelve 
members. 

Nor did the panel accept the EC con
tention that the increase in actual im
ports of oilseeds demonstrated that the 
value of the concession had been safe
guarded. It took the view that it was 
competitive conditions rather than trade 
flows which were central to the exchange 
of tariff commitments - especially since 
governments could seldom predict the 
impact of their interventions on import 
volumes. 

Conclusions 

The panel concluded as follows : 
• the payments to seed processors 

by the EC were inconsistent with Article 
111:4 and that the Community should 
bring its regulations into conformity 
with the General Agreement ; 
• the subsidy schemes in the EC had im

paired the Community's concessions of 
zero tariff on oilseeds and that the 
Community should consider ways of 
eliminating that impairment; 

• the GATT contracting parties should 
take no further action under Article 
XXIII :2 until the Community has had 
reasonable time to adjust its regu
lations to conform to Article 111:4, 
given that such action could also elim
inate the impairment of the tariff con
cession. 
The Council adopted the panel report 

on 25 January 1990. • 
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Many new proposals tabled as year ends, TNC 
decides dates for Brussels Ministerial Meeting 

Meetings of negotiating groups in the 
final weeks of 1989 were marked 

by many new proposals including those of 
the European Community and the Nordic 

• Trade Negotiations 
Committee 20 December 

I t was announced that the Brussels 
Ministerial Meeting, concluding the 

final negotiating phase of the Uruguay 
Round, will be held between 3 and 7 
December 1990 in the International 
Conference Centre. Brussels. 

The meeting heard reports from the 
chairmen of the Surveillance Body, the 
Group of Negotiations on Goods and 
the Group of Negotiations on Services. 
Many participants took the opportunity 
of making an assessment of the current 
situation as well as looking ahead to the 
final phase of the Round. While some 
felt that progress in the various nego
tiating groups lacked balance there was a 
general view that the scene was now set 
for the major effort necessary to secure a 
substantial result in every area in the 
next eleven months. Some concern was 
expressed at developments in the market 
access groups - particularly at' the in
conclusive attempt to secure agreement 
on negotiating procedures for the tariff 
reductions. Further consultations to 
reach consensus on tariffs were due to 
begin in mid-January. Some participants 
considered that insufficient attention 
had been given to development issues in 
many parts of the negotiation. 

In his concluding remarks, the Chair
man, said that while there was reason for 
some satisfaction that the objective of 
getting the majority of national positions 
on the negotiating table by the end of 
the year had been met - and, indeed, 
some of those proposals already rep
resented movement away from initial 
stances - governments would now have 
to look less at their own positions and 
more at the interests of others in order 
for the necessary compromises to emerge 
in the short time available. By July 1990, 
participants would need to be able to see 
a clear picture of the package to be fi
nalized in Brussels in December. 

# Group of Negotiations 
On G o o d s 19 and 20 December 

Opening the meeting, the Chairman 
said that a very large number of 

national positions had now been tabled 
and discussed, and many negotiating 

countries on agriculture, the ASEAN 
countries on tropical products, the United 
States on subsidies and Brazil and others 
on services. 

groups were ready to enter the phase of 
negotiations proper, though in some the 
submission of further national positions 
was still necessary. It had been agreed in 
July that the December meeting of the 
G N G would pay special attention to the 
overall balance of the negotiations. 

In assessing the progress made in the 
negotiations since July, a number of 
speakers expressed satisfaction that the 
objectives then agreed had in general 
been achieved, with the tabling and dis
cussion of substantive proposals in 
nearly all areas. It was said that trans
parency and full involvement of all par
ticipants were essential for success. Due 
importance should therefore be given to 
the evaluation of results, well before the 
end of the Round, in order to establish 
whether the interests of all participants 
were fully taken into account. 

A number of speakers said that since 
July progress in different areas of the 
negotiations had continued to be un
even, and that subjects of particular 
interest to developing countries had re
ceived inadequate attention and priority. 
It was suggested that the interests of de
veloping countries, which were relevant 

S t a g e Se t (continuedfrom page 1) 

following negotiating approaches would 
be used, depending on the nature of the 
non-tariff measures: multilateral rule
making, multilateral formula and the re-
quest-and-offer method. Under the pro
cedures, participants should submit by 
15 March request lists which would then 
be subject of consultations. Initial offers 
in response to these lists should then be 
tabled to enable negotiations to start in 
May. 

Work in several groups gained im
petus from the tabling of major pro
posals. In the Textiles and Clothing 
Group (5-7 February), the United States 
proposed a ten-year transition period (1 
January 1992 to 31 December 2001) for 
the integration of the sector into the 
GATT which would be governed either 
by a global-type quota system or a tariff 
rate quota system. Japan proposed that 
the Multifibre Arrangement be termin
ated on 31 July 1991 upon the expiration 
of its current Protocol of Extension, fol
lowed by a transition period (until 1999) 

to the entire Round, should be seen both 
in terms of their development needs and 
in terms of their need for improved 
market access. The idea that these needs 
could be met simply by granting exemp
tions for a limited time from rules then 
to be universally applied was bound to 
create imbalance. Specific requests by 
developing countries, justified in terms 
of their development needs, should be 
considered with goodwill. 

Improved access to markets was said 
by a number of speakers to be of funda
mental importance and a key objective 
of the Round. For this reason many ex
pressed concern at the continued failure 
to reach agreement on modalities for 
tariff negotiations, which was seen as a 
threat to success not merely in that 
Group but in the Round as a whole. It 
was suggested that the Group of Nego
tiations on Goods should pay special at
tention to this aspect of the negotiations 
in the coming months. 

Several delegations singled out the 
need for progress in the negotiation on 
textiles and clothing while others saw 
effective progress towards reform in 
agricultural trade as the key to success. 
In general, it was recognized that sub
stantial results were necessary in all 
groups in order to fully meet the objec
tives of the Uruguay Round. 

The Group heard a statement by the 

during which levels of restrictions would 
be liberalised each year. In the Safe
guards Group (29 January-1 February), 
the European Community elaborated a 
previous proposal for allowing selective 
safeguard action in cases where a sudden 
increase in imports from a limited num
ber of suppliers was causing injury. The 
GATT Anti-Dumping Code was focus 
of attention in the MTN Agreements 
and Arrangements Group (31 January-2 
February); Korea, Hong Kong, Ro
mania, the EC, the Nordic countries, 
Canada and Australia tabled proposals 
on possible revisions to the Code. The 
Trade-Related Investment Measures 
Group (29-30 January) received a US 
proposal on a possible GATT agreement 
in this area.In the Non-Tariffs Group 
(14-15 February), the United States 
tabled a draft agreement on preshipment 
inspection while the EC and Japan pre
sented their respective proposals on the 
issue of rules of origin. 

A more detailed account of the first 
cycle of meetings in 1990 will appear in 
the next issue of Focus. I 
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representative of Bangladesh outlining 
the particular problems of the least de
veloped countries and setting out a var
iety of proposals, covering most nego
tiating groups, aimed at ensuring their 
interests are adequately reflected in the 
results of the Round. 

The Chairman observed that the tone 
of the discussion indicated that a crucial 
stage had been reached in the Round. In 
the future, it would be increasingly 
necessary to look at the negotiations in 
their totality rather than individually -
to this end, the Group might have to 
meet more frequently, perhaps on an in
formal basis. Transparency and a proper 
balance between subjects must be main
tained. He concluded that while there 
was no reason for pessimism there were 
also no grounds for complacency. 

• MTN Agreements and 
Arrangements 20-22 November 

Two new proposals highlighted the 
different views in the Group with 

respect to the Anti-Dumping Code. 
Korea elaborated a previous submission 
aimed at strengthening Code disciplines 
on importing countries while the United 
States emphasized the need to extend the 
Code coverage to practices used in 
evading anti-dumping duties. One 
amendment proposed by Korea would 
require administering authorities to take 
into account benefits of low-priced im
ports to domestic industries. Japan. 
Mexico and Hong Kong welcomed the 
Korean proposal while the Community 
felt it only looked at the interests of ex
porting countries. 

The US said recent advances in 
manufacturing methods and strategies 
now permit firms to take advantage of 
the modern commercial system to evade 
anti-dumping duties. It submitted com
prehensive amendments which would 
give importing countries wider leeway in 
dealing with circumvention (such as es
tablishing assembly operations in a third 
country), input dumping (such as ship
ping in parts for assembly in the import
ing country) and repeated dumping. The 
European Community supported the US 
proposal, noting that it had experienced 
similar problems in regard to evasion of 
anti-dumping duties. Singapore, Korea 
and Hong Kong expressed their concern 
that normal business practices might be 
subjected to anti-dumping action. 

New Zealand and the United States 
proposed changes in Agreement on 
Technical Barriers to Trade. 

• Tar i f fs 23 November 

The Group pursued its discussion on 
the negotiating methods and ap

proaches it has to adopt, in order to find 

a common basis. References were made 
to the informal ministerial meeting held 
in Tokyo a week earlier, and to the 
United States proposal that all Uruguay 
Round participants should submit by 15 
January their initial plans for cutting 
and eliminating tariffs, each participant 
remaining free to choose the method by 
which it intends to reach the goal of an 
average 33 per cent cut in tariffs as 
decided at Montreal. 

The Group unanimously agreed that 
there was a pressing need to reach a 
consensus. To this end, informal consul
tations started at the beginning of the 
year (see page 1). 

• Trade-Related Investment 
Measures 27-28 November 

The European Community and the 
Nordic countries (Finland, Iceland, 

Norway and Sweden) presented com
prehensive proposals. The EC 
emphasized that negotiations should not 
call into question national investment 
policies as such, and that any new disci
plines should build on existing GATT 
provisions and principles. It said that 
some GATT Articles already apply cer
tain discipline to the following eight in
vestment measures which, in its view, 
directly affect trade: local content re
quirements, manufacturing require
ments, domestic sales requirements, 
trade balancing requirements, exchange 
restrictions, product mandating require
ments, manufacturing limitations with 
regard to components and export per
formance requirements. The Community 
said further provisions might be necess
ary in cases where the General Agree
ment does not adequately deal with the 
trade distortions or restrictions caused 
by these trade-related investment 
measures (TRIMs). As for TRIMs which 
are not directly trade-related, the EC 
suggested that participants undertake a 
general commitment to avoid causing 
trade distortions in the implementation 
of these measures. Disputes, according 
to the EC. should go through the regular 
GATT procedures. 

The Nordic countries also emphasized 
the sovereign right of countries to for
mulate investment policies. They 
proposed a measured response to the 
negative trade effects of TRIMs. Two 
main types of TRIMs - local content re
quirements and export performance re
quirements - were proposed for gradual 
elimination. A case-by-case approach 
should be used for other TRIMs, utiliz
ing the normal GATT dispute-settle
ment procedures. They proposed the es
tablishment of a TRIMs Committee to 
conduct regular reviews of regulations 
and practices by GATT members in this 
area. 

Several participants, including the EC 
and the Nordic countries themselves, 
noted that the new proposals shared 
many ideas. Some other delegations, 
while welcoming the recognition in the 
new proposals of national sovereignty in 
the area of investment measures, reiter
ated their disagreement with the notion 
of prohibiting certain TRIMs and 
underlined the importance of these 
measures to developing countries. 

• Agriculture 27-28 November 

The Group received and discussed 
five new negotiating proposals sub

mitted by the Cairns Group, Japan, 
Korea, Brazil and Colombia jointly, and 
Bangladesh. 

The Cairns Group proposal set out the 
overall position of the 13 member coun
tries with a view to the long-term reform 
of agricultural trade. The reform process 
would stretch over a period of ten years 
or less and comprise liberalization obli
gations to which contracting parties 
would be irreversibly committed, apply
ing to all measures affecting agricultural 
trade, directly or indirectly, to all con
tracting parties and to all agricultural 
products. The primary vehicle for reform 
would be commitments to change trade-
distorting policies - in particular market 
price support measures and direct pay
ment to farmers; the use of an aggregate 
measurement of support (AMS), both to 
establish points of departure and to 
monitor annual reductions in support as 
agreed, would facilitate the implemen
tation of this commitment. 

Internal support measures would be 
classified in three categories: prohibited, 
permitted but subject to discipline, and 
permitted, according to tightly circum
scribed criteria. Permitted measures 
could include those taken for humani
tarian purposes, direct income support 
decoupled from production and market
ing, and resource redeployment assist
ance. Nevertheless, the fundamental goal 
of the Cairns Group proposal was to 
prohibit new. and phase out existing, 
export subsidies, initially by freezing 
them and then by reducing them in ac
cordance with an agreed time-table. 

As far as rules are concerned, the re
form process should include a prohib
ition on the application of non-tariff 
measures not explicitly provided for in 
the General Agreement (including vari
able levies and minimum import prices), 
elimination of all provisions for excep
tional treatment and waivers in agricul
ture, as well as of voluntary restraint ar
rangements, and binding of all tariffs on 
agricultural products at low levels or 
zero. The Cairns Group favoured the 
conversion to tariffs of non-tariff 

(Continued on page 6) 
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Agriculture 
(Continuedfrom page 5) 

measures, and their progressive re
duction. 

The Cairns Group noted that a com
petitive, efficient and market-responsive 
world agricultural system would serve 
the long-term interests of developed and 
developing countries alike. The latter 
could be granted a longer time-frame for 
implementing their reform commit
ments, together with smaller commit
ments on market access and reduction of 
internal support, and faster reduction of 
obstacles for products of priority export 
interest for them. Possible negative ef
fects of the reform process should also 
be taken into account for net food-im
porting developing countries: the cri
teria such countries have to meet must 
be clearly defined. 

The joint communication from Brazil 
and Colombia fleshed out the ideas out
lined by the Cairns Group with regard to 
developing countries. It considers in 
particular that developing countries 
should be allowed to maintain certain 
quantitative restrictions which meet the
ir economic and social development 
needs. All support measures to develop 
general infrastructures and human re
source capabilities so that the long-term 
objective of a market-responsive 
agriculture can be developed should be 
excluded from the negotiations. Broadly 
speaking, more favourable treatment 
should centre on longer time-frames and 
greater flexibility in the scope of the 
commitments such countries might 
undertake. 

The communication from Bangladesh, 
on behalf of the least-developed coun
tries, called for the grant of short-term 
food aid and of direct financial and 
technical assistance for their agricultural 
sector. 

Japan's proposal further developed 
the views it expressed at the September 
meeting concerning the implications of 
the idea of food security. The paper 
specified the conditions under which a 
country should be allowed to maintain 
border adjustment measures. It also saw 
a need to clarify the conditions of appli
cation of Article XI:2(c)(i), under which 
it is possible to restrict imports of any 
agricultural or fisheries products when 
this is necessary for the enforcement of 
governmental supply management 
measures. Japan also advocated a review 
of Article XI:2(a) which allows export 
restrictions in the event of food short
ages. 

With regard to subsidies, Japan re
cognized that export subsidies constitute 
a major source of distortion and should 
be progressively reduced, and eventually 

eliminated. On the other hand, the posi
tive role of domestic support policies 
which do not have a trade-distorting ef
fect should be taken into account. 

In its communication, Korea stressed 
the low stage of development of its agri
cultural sector, and the need to take ac
count of non-economic factors. It con
sidered that the most appropriate means 
of responding to these considerations 
would be to accept the maintenance of 
potential agricultural production capa
bilities and the concept of minimum 
market access or minimum rates of self-
sufficiency. 

19 and 20 December 

The three final proposals of the year 
were presented by the Nordic coun

tries, Austria and the European Com
munity. The Nordic countries (Finland. 
Iceland, Norway and Sweden) argued 
for an approach which would achieve the 
objectives of the negotiation while 
allowing for flexibility in the choice of 
national policy instruments. Neverthe
less, there should be a movement 
towards policies which are less trade-
distorting than those currently employed 
while making it possible to observe 
clearly-defined national policy objectives 
such as food security, regional, social 
and environmental. 

With respect to farm supports priority 
would be given to the most trade-
distorting policies and there should be 
incentives to move towards more de
coupled forms of support related to the 
national policy objectives mentioned 
above. The Nordic countries were pre
pared to work towards the elimination of 
most of their export subsidies. They 
proposed a gradual change in the levels 
and forms of border protection, facili
tated by appropriate safeguard mechan
isms. If tarification were employed as 
an alternative it would involve, at least 
initially, rather high tariff equivalents. 
At the same time, variable levies, under 
strengthened disciplines, should also re
main an alternative or concurrent option 
under GATT. The proposal covered de
tailed ideas on sanitary and phytosani-
tary measures aimed at establishing a 
discipline sufficiently clear, unambigu
ous and comprehensive that disputes 
could be largely avoided. 

Austria, in its proposal, emphasized 
its need to maintain policies aimed at 
securing food supply. Farmers in Austria 
produced under unfavourable con
ditions, especially in Alpine regions, and 
had to be accorded special consider
ation. This situation would have to be 
taken into account in the negotiation. 

The proposal of the European Com
munity took as its starting point the 
prevalent supply/demand imbalances in 
the agricultural sector which require 

government intervention on prices. The 
Community reaffirmed its attachment to 
a system of dual pricing in agriculture. 
The aim of the negotiation should be 
progressively to reduce support to the 
extent necessary to re-establish balanced 
markets and a more market-oriented 
agricultural trading system. There 
should be a global commitment which 
would ensure that all support having an 
impact on agricultural trade is the sub
ject of a steady and balanced reductions 
- this would include frontier measures, 
market intervention, deficiency pay
ments and other aids. 

In the view of the Community, com
mitments to reduce support and protec
tion must be made in terms of an aggre
gate measurement of support. The pro
posal outlined the characteristics of a 
Support Measurement Unit (SMU) 
which could handle priority products in 
structural surplus and those where 
serious disruptions are most likely to oc
cur: cereals, rice, sugar, oilseeds, milk, 
beef, veal, pigmeat eggs and poultry-
meat. Commitments to reduce support 
could be made for a first stage of five 
years with further commitments the 
subject of study in the fourth year. Re
ductions would be measured against the 
reference of 1986. 

With respect to tariffication - propos
ed by a number of participants as a 
means of tackling border protection in a 
uniform manner - the EC remained 
doubtful. Nevertheless, the Community 
was prepared to consider such an ap
proach given that the problem of re
balancing could be resolved in the same 
context. Thus, border protection for the 
list of products subject to commitments 
covered by the SMU would be assured 
by a fixed tariff component but subject 
to a corrective factor reflecting exchange 
rate and market fluctuations beyond 
certain limits. The fixed component 
would be expressed as an absolute value 
and would be reduced at a similar rate as 
the Support Measurement Unit. De
ficiency payments would have to be 
treated in the same way and converted 
into tariffs. The same arrangement 
would apply to exports, with the amount 
granted to exports not exceeding that 
levied on imports. 

The EC proposal also outlined ideas 
on special and differential treatment for 
developing countries as well as on sani
tary and phytosanitary measures. 

The presentation of the Community's 
ideas was widely welcomed as an im
portant contribution to the work of the 
Group. Many participants were encou
raged by the EC's apparent willingness 
to negotiate seriously and many found 
aspects of the proposal which they could 
support or, at least, discuss further. 
Some, however, were unhappy with the 
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undefined, initial five-year commitment 
to reduction in supports, believing that it 
might not fully meet the objectives set 
out in the Mid-Term Review. Several 
expressed disagreement with the use of 
1986 as a reference year for the commit
ments on internal support and many 
were opposed to the concept of 
rebalancing in any form, asserting that 
the objective of the negotiation was to 
reduce protection rather than reshuffle 
it. Some felt the paper did not ad
equately cover non-trade concerns in 
agriculture. More generally, it was 
suggested that a plan based upon a per
ception that supply/demand imbalances 
were the problem was ill-founded. Such 
imbalances were the symptom of the real 
problem which was, essentially, the in
volvement of government in the-
management of agricultural markets. 

• Tropical Products 
29 November, 1 December 

Expressing concern about the lack of 
progress in the Group since the 

Montreal ministerial meeting, the 
ASEAN contracting parties (Indonesia, 
Malaysia, Philippines, Singapore and 
Thailand) tabled a proposal which they 
said would give effect to the Mid-Term 
Review decision on this sector. They 
proposed that developed countries 
undertake to: eliminate all duties on un
processed tropical products; apply a 
formula of their choice to eliminate or 
substantially reduce by at least 75 per 
cent duties on semi-processed and pro
cessed items; eliminate all nuisance du
ties; further reduce or eliminate duties 
through the request-offer approach; and 
reduce or eliminate non-tariff measures 
through negotiations. Developing coun
tries would make contributions consist
ent with their individual development, 
financial and trade needs: these contri
butions could also take the form of mar
ket-opening measures in other product 
sectors. The ASEAN countries proposed 
that implementation of concessions by 
developed countries should start by 1 
January 1991. 

A number of participants expressed 
support for the general thrust of the 
ASEAN proposal or certain of its el
ements and considered it a useful basis 
for further work in this group. Other 
participants had difficulties with certain 
elements of the proposal, in particular 
with the different levels of commitments 
envisaged for developed and developing 
countries. These participants reiterated 
that successful negotiations in this area 
would require participation from all 
members of the Group. 

Bangladesh tabled a proposal calling 
for the immediate implementation of 
any contribution made in this Group in 

favour of the least-developed countries. 
Switzerland announced that the duty re
duction on non-roasted non-
decaffeinated coffee offered in the 
Montreal package on a GSP basis would 
be applied on an mfn basis as from 1 
December 1990. 

• Subsidies and 
Countervailing Measures 
30 November - 1 December 

Six new proposals were put before the 
Group, respectively by the United 

States, the European Community, the 
Nordic countries, India, Australia, and 
Bangladesh on behalf of the least-devel
oped countries. 

The United States proposal, like some 
others before it, envisaged three 
categories of subsidies and aimed gener
ally at extending the export subsidy pro
hibition to all practices having similar 
trade distorting effects. Whereas only 
export subsidies on industrial products 
are at present prohibited by GATT, the 
United States proposed that this 
category be extended to other subsidies: 
• by eliminating the "artificial distinc

tion" between primary and non-pri
mary products ; 

• by extending the prohibition to "trade-
related" subsidies, which for example 
encourage the use of domestic inputs 
in preference to imported inputs or are 
granted to firms predominantly 
engaged in export trade; 

• by recognizing that other domestic 
subsidies can have distorting effects 
where they exceed a certain percentage 
of total sales. 
Imported products benefiting from 

prohibited subsidies would be subject to 
a duty and to additional counter-
measures if the subsidy were not elimin
ated within a reasonable period. 

As regards the second category of 
subsidies - actionable subsidies - the 
criterion would be the benefit to the re
cipient. Countervailing duties could be 
imposed where imports cause or threaten 
material injury to the domestic industry. 

The adverse effects of the first two 
types of subsidy on third-country mar
kets could justify countermeasures. A 
third category of subsidies, for example 
unemployment benefits, adjustment ass
istance, etc.. would in principle be non-
actionable but could become actionable 
in certain circumstances. 

The EEC proposed strengthening and 
reformulating the export subsidy pro
hibition so as to cover all government 
interventions which, through a charge on 
the public account, confer a benefit on a 
firm or an industry contingent upon ex
port performance, whether de jure or de 
facto. The EEC considered that this el
ement of finality of the subsidy is decis

ive. In its view, the illustrative list of ex
port subsidies in the Subsidies Agree
ment should be clarified and improved, 
and a technical group might be 
established for that purpose. Any sub
sidy shown to be export oriented would 
be presumed to have a negative trade 
impact. It would have to be removed, 
and in the case of refusal to do so, might 
justify compensation or authorized re
taliatory action. 

As regards domestic subsidies which 
are per se legitimate instruments of 
economic and social policy, the Com
munity considered that the principle that 
they are actionable once their negative 
effect on the interests of other countries 
has been demonstrated remained valid. 
The conditions for such action and the 
remedies to be applied would neverthe
less need to be defined more clearly. The 
subsidy would. have to meet three cri
teria: it must confer a quantifiable ben
efit to the recipient, it must imply ex
penditure of public funds, and it must be 
specific to a firm or an industry. 

A third category, of government in
terventions having no identifiable effects 
on international trade, should in prin
ciple not be actionable. 

The proposal by the Nordic countries 
emphasized the difficulty of making a 
clear distinction between the three 
identified subsidy categories, even if the 
existing criteria were strengthened. It 
therefore attached great importance to 
achieving effective transparency regard
ing subsidy programmes and practices, 
strengthening the disciplines in regard to 
investigations leading to countervailing 
measures, and the development of more 
effective dispute settlement mechanisms. 

For the Nordic countries, there were 
two areas in which the existing disci
plines are not sufficient: subsidies 
affecting third-country markets and im
port displacement. One possible ap
proach would be to consider that sub
sidies above an agreed maximum level 
would trigger a multilateral examin
ation; another might be to provide for 
the award of compensation to countries 
whose exports have been displaced 
through a subsidy. 

The Australian proposal called for a 
significant increase and expansion of 
present disciplines on subsidies. In ad
dition to the existing list of subsidy 
practices that are most trade-distorting, 
Australia proposed another class of pro
hibited subsidies related to criteria that 
are objective and verifiable, in particular 
through quantitative criteria. One ap
proach would be to envisage an overall 
subsidy ceiling for individual products, 
beyond which corrective measures 
examined by the contracting parties 
would be applied. Furthermore, coun-

(Continued on page 10) 
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The Director-General's Annual Report 

The new institutional arrangements 
agreed at the Mid-Term Review of the 
Uruguay Round mandate the G A TT 
Council to conduct an overview- of devel
opments in the trading system at the end 
of each year. The Council held its first 
special meeting for this purpose on 11 De
cember. The following are excerpts from 
the GATT Director-General's annual re
port presented at that meeting: 

Developments in 1989 have continu
ed the trend of recent years, which 

have seen GATT's contracting parties 
actively invoking their GATT rights and 
obligations in the conduct of their trade 
policies, while at the same time vigor
ously pursuing the negotiations in the 
Uruguay Round. The year has also seen 
the implementation of the first results of 
the Uruguay Round ; the introduction of 
the Trade Policy Review Mechanism, 
improvements in the dispute settlement 
procedures, and the early implemen
tation of offers on tropical products by 
the developed and a number of develop
ing countries. Furthermore, notifications 
concerning the fulfilment of commit
ments by the developed countries in the 
area of agriculture - including both a 
"freeze" on current support and protec
tion levels until the completion of the 
negotiations in December 1990 and re
ductions in support and protection levels 
for 1990 - are now being received. Men
tion should also be made of the auton
omous measures of rollback on liberali
zation notified to the Surveillance Body 
by the European Communities, Austral
ia and Canada. 

The Uruguay Round negotiations 
have contributed to a favourable en
vironment in which several measures of 
liberalization and reform in trade policy 
regimes have been introduced. The posi
tive conclusion in 1989 of the nego
tiations for Bolivia's and Costa Rica's 
accessions to the GATT is tangible proof 
of the major liberalization reforms that 
these countries have committed them
selves to carry out in respect of their 
trade policy regimes. Nine other coun

tries are also seeking GATT member
ship. The Working Party on China's 
Status as a Contracting Part was recon
vened in December 1989. These 
membership developments are welcome 
as an indication of the growing interest 
of countries in participating in the 
multilateral trading system as a means of 
promoting economic development. 

Factors behind recent trade 
policy developments 
Current account imbalances 

Most economists and many policy 
makers accept the view that a cur

rent account imbalance is the result of 
an imbalance between national expendi
ture and national output (or, what is the 
same thing, an imbalance between sav
ings and investment). But this has not 
prevented a wide cross-section of the 
public and politicians in the deficit 
countries from believing that trade poli
cies are, if not the only factor at work, at 
least one of the important causes of the 
persistent imbalances. The result has 
been a variety of pressures on trading 
partners to change their trade policies. 
The problem is not just that such an ap
proach could involve policy actions 
which would be inconsistent with the 
spirit - if not the letter - of the General 
Agreement, but that these policies by 
themselves will be inefficient in bringing 
about a lasting reduction in the imbal
ances. 

The ongoing integration 
of national economies into 
the global economy 

This decade has seen a renewed 
interest in economic relations 

among members of certain geographic 
regions. The circumstances and objec
tives vary enormously. In Western Eu
rope, the European Communities con
tinues an integration process, begun 
more than three decades ago, through 
the decisions taken to achieve a single 
internal market by 1992. In this context, 
efforts are also being made to intensify 

cooperation between the EFTA coun
tries and the European Communities. 
The Free Trade Agreement between 
Canada and the United States which 
came into force at the beginning of the 
year brings closer together two countries 
which are already one another's most 
important trading partners. Other in
itiatives for closer economic cooperation 
are being pursued in Latin America, 
within the ASEAN region, in Africa, and 
among countries of the Pacific Rim. 

These various developments and dis
cussions have nourished a debate on the 
possible implications of greater regional 
cooperation for the multilateral trading 
system. Two points are worth noting: 
• A brief examination of regional trade 

patterns in the 1980s makes it clear 
that trade between regions has been as 
dynamic a force in world trade as trade 
within regions. In these circumstances, 
any attempt to develop regional mar
kets as inward-looking trading blocs 
are likely to be both a source of econ
omic conflicts and of welfare losses. 

• The increased interest in regional mar
kets is just one part of a broader 
interest in foreign markets stimulated 
by the progressive integration of 
national markets into the global econ
omy. The desire of enterprises to have 
uninhibited access to the entire world 
market to fully capture economies of 
scale, to be able to source inputs on a 
worldwide basis, and to compete on an 
equal footing in dynamic new markets 
indicates that, while regional markets 
might promote increased productivity 
and growth, they are not sufficient by 
themselves. 
It is thus easy to understand the im

portance which those participating in 
regional trading initiatives attach to the 
broader tasks of multilateral trade lib
eralization, and to the strengthening and 
extension of multilateral trade disci
plines. 

The emergence of new traders 

In the last decade or so, ongoing diver
sification and industrialization in a 

number of developing economies has 
brought them into the top ranks of the 
world's traders. The increase in the rela
tive importance of this group of 
developing economies in world mer
chandise trade has been primarily the 
result of increased exports (and imports) 
of manufactured products. More gener
ally, the share of developing countries as 
a whole in world exports of manufac
tures has continued to rise significantly 
in this decade. The sharp rise in exports 
of manufactures, together with the de
cline in earnings from petroleum and 
other primary commodities, has prod
uced a dramatic change in their export 
structure. Although definite data are not 



FOCUS 9 
yet available, it seems likely that in 1988, 
for the first time, manufactures 
accounted for one-half of developing 
countries' exports. 

This explains the growing awareness 
on the part of these countries of the 
contribution that export growth can 
make to improved economic perform
ance, as well as their active involvement 
in all aspects of the Uruguay Round 
negotiations - including the "tradition
al" market access issues, rules of compe
tition and the new areas. 

Other countries start down 
the same road 

The desire to rely more on market 
forces to promote growth and raise 

living standards, and a corresponding 
desire to participate much more actively • 
in world markets for goods and services, 
has spread beyond the developing coun
tries to include a number of East 
European economies. In turn, these pol
icy shifts can be expected to increase 
their interest in participating more ac
tively in the multilateral trading system. 

Among the significant developments 
in 1989, Poland and Hungary have in
troduced reforms designed to greatly 
enhance the role of the market, including 
a broad unilateral liberalization of their 
trade regimes. In measures designed to 
facilitate trade with these countries, the 
European Communities have under
taken to reduce specific barriers to their 
imports, the United States has granted 
MFN status to Hungary, and a number 
of countries have extended trade con
cessions. Although changes in the East 
European countries' economic policies 
are still in progress, it is clear that they 
will add up to greater trade with coun
tries outside the region. In particular, the 
anticipated structuring of their econom
ies will require substantial inflows of 
capital goods which, for many reasons, 
are expected to be supplied primarily by 
countries outside the region. 

The importance of 
the Uruguay Round 

The issues dealt with above bring out 
the importance of the Uruguay 

Round in efforts to deal with the adjust
ment problems which inevitably ac
company the ongoing integration of 
national economies at the global and re
gional levels, the entry of new players in 
world markets, and the process of ad
justment of current account imbalances. 
Each of the three main issues being 
treated in the Round - increasing market 
access, improving existing rules (as well 
as the observance of those rules), and 
writing multilateral rules and disciplines 
for policies in new areas - has important 
implications for the adjustment process. 

Geneva souvenir: The G A TT Director General presents President Salinas a special edition of the 
text of the General Agreement. 

President 
Salinas 
(Continuedfrom page J) 

that will make it possible to modernize 
the structures of the GATT system so 
that it can effectively resolve the prob
lems that threaten to retard the process
es of globalization and interdepen
dence". 

He proposed that to enable the Round 
to meet its objectives, the negotiations in 
its final year must be based on five prin
ciples : 

"First: Compliance with the basic dis
positions of the General Agreement 
must be re-established. We view with 
concern the fact that access of our ex
ports is often blocked by "voluntary" 
restrictions, which violate the principle 
of non-discrimination and make it diffi
cult to use our advantages in production 
to best advantage. The strengthening of 
GATT will necessarily entail the inclusi
on of sectors like textiles and agriculture 
in the general provisions of the Agree
ment. In agriculture we support a reform 
with the long-term objective of 
establishing an equitable system orien
tated to trade. As regards textiles and 
clothing, it is urgent to proceed in an or
derly and predictable manner towards 
their inclusion in the disposition of the 
General Agreement. 

Second: The quality and content of 
the rules and procedures of the General 
Agreement must be improved. The lack 
of precision of the provisions allows for 
unilateral interpretations that do not 
correspond to the original spirit of the 
system. The anti-dumping provisions 
and the procedures for applying coun
tervailing duties, which were conceived 
as ways to counter unfair practices, have 

been distorted, and at times, used as 
mechanisms to harass exporters. The 
mechanism for resolving differences, a 
necessary instrument for interpreting 
and enforcing the provisions of the sys
tem, has lost effectiveness because of its 
slowness and lack of respect for the de
cisions that are adopted. This has a 
greater impact on small economies, 
where the absence of a prompt response 
in a few cases can place a large percent
age of their trade and production at risk. 

Third: A structural equilibrium should 
be established within the system that will 
permit countries that have made major 
efforts to open their economies to obtain 
reciprocal treatment for their exports. It 
is paradoxical that in an agency 
orientated towards multilateral trade, as 
GATT is, countries that delay opening 
their economies have the greatest nego
tiating power. 

Fourth: Constructive and innovative 
mechanisms should be designed to en
sure that the rules of the system contrib
ute to the process of the countries' econ
omic development. Special and differen
tial treatment is an exception to the rule 
that has not always been effective in 
achieving its objectives. The degree of 
development should be incorporated as 
an integral part of the norms of the sys
tem. 

Fifth: Trends towards regionalism 
should be channelled in such a way as to 
strengthen world exchanges. Trade 
blocs, instead of becoming impenetrable 
fortresses, should be constituted as poles 
of trade development. This will make it 
possible to move towards a more solid 
and equitable multilateral trading sys
tem. The trade blocs should take advan
tage of their potential as the promoters 
most committed to economic globali
zation". • 
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Subsidies 
(Continued from page 7) 

tervailing duties could be applied with
out any requirement for an injury test 
and should be available in third-country 
markets. 

One of the main ideas in the Indian 
proposal was that the major test for 
classifying a subsidy as actionable or not 
should be whether the measure is one 
which causes distortions or on the con
trary eliminates existing distortions. 
There are a series of imperfections in 
developing country markets - under
developed infrastructure, fragmented 
markets, poor marketing, high cost of 
inputs, for instance - which can make 
offsetting subsidies necessary. Such sub
sidies should be considered lawful, even 
if they are limited to exports and are 
specific to certain sectors. 

Under the proposal presented by 
Bangladesh, subsidies form an integral 
part of the economic development pro
grammes of the least-developed coun
tries, whose right to grant or maintain 
subsidies, including export subsidies, 
should continue to be recognized. 

• Surveillance Body 
29 November 

Although no new notifications on 
possible contraventions of the 

standstill were received by the Surveil
lance Body, delegations raised a number 
of points under the "early warning" sys
tem: 
• the delegates of Brazil and India both 

protested that their countries had been 
retained on the so-called priority 
watch list under the "Special 301" 
provision of the US Trade and Com
petitiveness Act dealing with intellec
tual property rights, following a review 
of the list announced on 1 November. 

• Chile warned that the extension of re
strictive "quality control" measures to 
a number of fruits (kiwis, peaches, 
pears, nectarines and plums), as envi
saged in draft legislation recently tabl
ed in the US Senate, would constitute 
a violation of the standstill by the 
United States. 

• Australia raised four developments in 
the European Communities as poten
tial breaches: increases in processing 
aids for dried grapes; the recent 1 per 
cent increase in dairy production quo
tas eligible for price support; 
consideration of import securities af
fecting peas and beans; and a proposal 
that subsidies be paid to encourage 
conversion from areas of surplus pro
duction to previously unsubsidised 
products. 

• the delegation of Argentina considered 
that the European Community's in

creases in price support for certain 
corn production were a violation. 

• the European Community raised the 
issue of increased Brazilian export 
taxes on the vegetable fibre sisal. 
The European Community announced 

a revised offer on rollback. It presented 
the package as an autonomous and sub
stantial contribution involving the abol
ition of a large number of quantitative 
restrictions maintained by individual 
member States. The offer was uncon
ditional although the Community in
sisted on the need for similar political 
will to be demonstrated by other partici
pants to ensure implementation of the 
rollback commitment generally. 

In a general discussion on proposals 
for procedures to ensure overall im
plementation of rollback the chairman 
noted that no consensus existed on the 
basis of which he could report to the 
Trade Negotiations Committee in De
cember. 

• Non-Tariff Measures 
30 November 

Zaïre tabled a draft agreement on 
preshipment inspection (PSI). It 

proposed establishing a Code of Practice 
for PSI companies while at the same 
time recognizing as legitimate the 
reasons behind the use of PSI. The Code 
would be based on the principles of non
discrimination, avoidance of delays and 
the protection of confidential business 
information. Many participants 
welcomed the new proposal as construc
tive. The US and the Community indi
cated they would soon submit their re
spective proposals on PSI, and reiterated 
their willingness to provide technical 
assistance to customs administrations of 
PSI-user countries. 

• G A T T A r t i c l e s 6-8 December 

The Group continued its three stage 
examination of specific articles: on 

Articles XII, XIV, XV and XVIII it in
itiated a period of intensive work; for 
Article XVII and XXVIII, it examined 
in greater detail the various proposals 
put by participants; and, on Article II: 
1(b) it reached the stage of drawing con
clusions on the proposal suggesting the 
recording of "other duties or charges" in 
the schedules of concessions. 

The Group accepted on a provisional 
basis subject to confirmation by partici
pants, a draft decision to record in tariff 
schedules "other duties or charges" 
maintained on bound tariff items under 
Article II: 1(b); the decision is aimed at 
ensuring transparency of the legal rights 
and obligations deriving from this pro
vision. Once adopted, the draft decision 

will be transmitted to the Group of 
Negotiations on Goods. Nevertheless, 
the decision will remain provisional 
pending the outcome of the Uruguay 
Round negotiations as a whole. The 
eventual legal form of this decision will 
be decided at a later stage, in the context 
of the conclusion of the Round. 

Argentina. Canada. Colombia, 
Czechoslovakia. Hong Kong. Hungary, 
Korea. Mexico, New Zealand and 
Singapore put before the Group a joint 
communication aiming at making 
Article XXVIII more responsive to 
present needs and to changes in the 
trading environment. The proposal sets 
out new criteria for determination of 
suppliers' rights which are intended to 
secure a wider distribution of such rights 
among smaller trading countries. It also 
provides for the payment of 
compensation in the absence of past 
trade flows, the granting of rights for 
compensatory concessions, and treat
ment of tariff rate quotas and preferen
tial trade. The Group continued its dis
cussion of Article XVII, concerning the 
obligation of contracting parties in re
spect of state trading entreprises, against 
the background of the submissions tabl
ed at the last meeting by the United 
States and the EC. 

On Articles XII, XIV, XV, and XVIII 
which deal with matters relating to bal-
ance-of-payments problems, the United 
States and Canada tabled a joint 
proposal aimed at providing more effec
tive policies to improve the operation of 
these provisions. While recognizing the 
right of countries to impose temporary 
trade restrictions to assist in addressing 
serious difficulties in their balance-of-
payments position, the proposal aims to: 
• clarify the criteria for assessing trade 

restrictions applied for balance-of-
payments purposes; 

• provide guidelines for the kinds of ac
tions countries facing serious balance-
of-payments problems are entitled to 
take without a decision by the Bal-
ance-of-Payments Committee; 

• strengthen disciplines and Balance-of-
Payments Committee procedures 
which apply to countries wishing to 
take measures in excess of those speci
fied in the guidelines. 
Peru presented a communication in 

which it proposes to maintain and ex
pand the legitimate recourse to Article 
XVIII :B by developing countries facing 
balance-of-payments difficulties. 

# Dispute Settlement 
7 December 

Bangladesh proposed several 

measures in favour of the least-de
veloped countries - including the estab-
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lishment of a separate conciliation body 
to help settle disputes involving this 
group of countries. Several participants 
expressed general support. Some other 
delegations stressed that dispute settle
ment rules should apply equally to all 
GATT members but that some flexi
bility might be allowed for less-devel
oped countries. The United States put 
forward some tentative ideas on 
improving the panel process. 

• Trade-Related Aspects of 
Intellectual Property Rights 
11, 12 and 14 December 

The Group's 1989 work programme 
was completed with 12 new pro

posals tabled and substantial discussion 
on several aspects of its mandate. The 
wide range of views already put forward 
is reflected in the 14 proposals (from 28 
countries) on the question of standards 
and norms alone or the nine proposals 
(23 countries) covering the question of 
enforcement of intellectual property 
rights. A large number of other pro
posals deal with further important as
pects of the negotiating brief. 

Settlement of disputes in the intellec
tual property area was one focus of dis
cussion during the meeting. Among the 
new proposals tabled, those of the 
European Communities and Austria de
alt with this question, but many of the 
position papers submitted earlier had 
also stressed the importance of an ef
ficient dispute settlement mechanism. 
Many countries believed that basic 
GATT procedures provide an adequate 
basis though some favoured an auton
omous dispute settlement system, 
detached from the GATT system. There 
was also much support for the view that 
there should be no legal interlocking be
tween an agreement on TRIPs and the 
procedures provided for in other inter
national organizations dealing with in
tellectual property. However, it was 
generally recognized that dispute panels 
should be able to seek, where appropri
ate, the expertise of institutions such as 
the World Intellectual Property Organi
zation (WIPO). 

The importance of settling disputes 
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through a multilateral process was wide
ly stressed. Some participants considered 
that the corollary would be an 
undertaking not to engage in unilateral 
action, provided that the multilateral 
system was efficient. Some participants 
argued with the view expressed in the 
paper of the European Community was 
of the view that without sanctions, such 
as the possibility of the suspension by a 
contracting party of a concession or 
another obligation under the GATT, the 
dispute settlement process would not be 
effective. Some other participants 
opposed the availability of sanctions 
considering that a dispute settlement 
system could work without them. 

Another item discussed was 
transitional arrangements aiming at the 
fullest participation in the results of the 
negotiations. There was wide support for 
the view that, whereas all countries may 
need some transitional period to make 
the necessary changes to their legislati
on, longer transitional periods may be 
needed by developing countries. This 
position was reflected for example in the 
new communications by Austria and the 
EC. Hungary suggested a transitional 
period lasting until the year 2000 with 
each country able to determine its tran
sition schedule within this time frame. 
Many developing countries said that a 
time-limited transitional period would 
not provide them sufficient flexibility 
and that there was a need, in addition, to 
build flexibility into the standards 
themselves. 

Hong Kong submitted two papers to 
the Group, one which proposed specific 
standards to be covered by an agree
ment, including trade secrets, and 
another on the enforcement of intellec
tual property rights, providing for 
internal as well as border measures. 

A communication from Brazil spelled 
out Brazil's views on the application of 
basic GATT and WIPO principles em
phasizing the distinction between the 
circumstances when they would need to 
operate. It also suggested detailed stan
dards on patents, trade marks and copy
right, including the need for govern
ments to have freedom in some key areas 
to determine standards in the light of 
national circumstances and the need to 
elaborate the obligations as well as the 
rights of intellectual property owners. 
The Brazilian paper provided that 
internal enforcement of intellectual 
property rights is strictly a matter of 
competence of domestic legislation, and 
that the difficulties of developing coun
tries in this area should be recognized. 
Border measures should be made avail
able under certain conditions. 

Australia and the Nordic countries 
put forward proposals on enforcement, 
covering civil, administrative and crimi

nal procedures as well as provisional 
measures which would allow prompt ac
tion to be taken, whether judicial or ad
ministrative, both internally and at the 
border. The additional communication 
tabled by Switzerland detailed its views 
on appropriate international standards 
for the protection of proprietary infor
mation, including trade secrets. An ad
ditional proposal by Japan revised its 
previous communication on non-volun
tary licences for patents. 

On behalf of the least developed 
countries, the Bangladesh proposal 
sought special treatment, in particular to 
ensure the effective transfer of tech
nologies for those countries. 

• Natural Resource-Based 
Products 12 December 

Australia said that for many coun
tries, natural resource-based prod

ucts constitute the single most important 
element of their exports. It stated that 
the extent of its contribution, and per
haps those of many other countries, in 
the Uruguay Round would be determin
ed by the results achieved in this Group. 
Citing the Mid-Term decision on tariffs, 
Australia proposed at least a one-third 
overall reduction in trade barriers to 
natural resource products and suggested 
a negotiating timetable aimed at ac
celerating work in the Group. While ex
pressing general support, a number of 
participants said the new proposal might 
be premature in the absence of agree
ment on negotiating approaches in the 
the Tariffs and Non-Tariff Measures 
Groups. Bangladesh, on behalf of the 
least-developed countries, proposed 
special treatment for natural resource-
based exports of this group of countries. 
Senegal presented a detailed submission 
on trade barriers affecting its exports of 
phosphates and fisheries products. The 
United States submitted a background 
paper on the aluminium industry which 
concluded that all participants in the 
trade of this metal would benefit from 
the elimination of trade restrictions. 

• Textiles and Clothing 
14-15 December 

Five new proposals were tabled. The 
United States proposed that all par

ticipants agree that in this sector: (a) any 
integration process should encompass all 
measures affecting trade; and (b) at the 
end of the integration process, no GATT 
member would undertake or maintain 
any GATT-inconsistent measure. On the 
transition arrangement, it asked the 
Group to examine two alternatives to an 
MFA-based approach: a system of glo-

(Continued on page 12) 
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Textiles 
(Continuedfrom page I) 

bal-type quotas, or a system of global-
type tariff rate quotas, perhaps allocated 
by country. Several participants cited the 
practical difficulties in implementing 
these two alternatives while some other 
participants said they could not agree to 
the transformation of existing MFA 
measures into another set of restrictions. 
The Nordic countries (Iceland. Finland. 
Norway and Sweden) submitted a pro
posal which they said was aimed at 
striking a balance between the the 
interests of exporting and importing 
countries. The members of the Inter
national Textiles and Clothing Bureau 
(ITCB) elaborated the broad approach 
that they have proposed at previous 
meetings. The ASEAN participants 
(Indonesia, Malaysia, Philippines, 
Singapore, and Thailand) presented a 
proposal which called for the complete 
phasing out of MFA restrictions by the 
year 2000. A number of developing-
country exporters welcomed the conver
gence of views in the Nordic, ITCB, and 
the ASEAN proposals on several issues, 
in particular the focus on the Multifibre 
Arrangement (MFA) restrictions, the 
phasing out of these restrictions upon 
the expiry of the MFA in July 1990, the 
immediate elimination of restrictions on 
several textiles and clothing products at 
the start of the phaseout process, and 
that issues related to strengthened 
GATT rules and disciplines be dealt 
mainly in other relevant groups. 
Bangladesh, on behalf of the least-de
veloped countries, requested special 
treatment for the textiles and clothing 
exports of this group of countries. 

• Functioning of the GATT 
S y s t e m 15 December 

The Group resumed its discussion of 
the report by the GATT Director-

General on his talks with the Managing 
Director of the International Monetary 
Fund and the President of the World 
Bank regarding the possibilities of closer 
cooperation with these organizations. It 
agreed to continue the exchange of views 
at the next meeting. The Chairman 
invited participants to submit concrete 
proposals on how to increase the contri
bution of the GATT to achieving greater 
coherence in global economic policy
making through strengthening its re
lationship with other international or
ganizations responsible for monetary 
and financial matters. 

Australia, Canada, Hong Kong and 
New Zealand jointly proposed that 
GATT members encourage and promote 
national awareness of the government 

policy-making process related to trade. 
They said this would lead to a wider 
domestic understanding of the economic 
effects of government assistance to in
dustries and thus foster greater public 
support for open trade policies. 

• Trade in Services 
20-24 November 

The group considered several new-
proposals and had detailed dis

cussions on a Secretariat compilation 
aimed at focusing and giving structure to 
the work necessary to assemble, by the 
end of 1989, the elements for the nego
tiation of a draft framework on services. 

A submission by Brazil defined trade 
in services as the cross-border movement 
of services, consumers and factors of 
production in the latter case only where 
it is essential to suppliers and subject to 
certain criteria. The definition would not 
cover permanent foreign direct invest
ment and international immigration. 
The agreement would cover all services 
so defined and should be drafted in a 
way to avoid a priori exclusions. It 
would set out a commitment to 
progressive liberalization in which four 
basic principles would always apply, 
namely: 
• respect for national policy objectives; 
• consistency with development objec

tives ; 
• balance of benefits among partici

pants; and 
• exceptions. 

The Brazilian proposal also detailed 
ideas on the increasing participation of 
developing countries in world trade in 
services. The agreement would include 
commitments concerning the strength
ening of domestic services capacity, the 
transfer of technology and preferential 
financial mechanisms to achieve them. 

Further statements and communi
cations from Peru, Indonesia and 
Malaysia also emphasized the develop
mental imperatives of a services frame
work as well as spelling out individual 
positions on specific principles and el
ements. 

Japan explained its views on a number 
of principles in a new submission. It saw 
the realization of a substantial level of 
market access - through specific nego
tiations and through the application of 
principles and rules - as a major objec
tive of the negotiation. It opposed the 
application of a reciprocal market access 
approach. Progressive liberalization 
would be achieved through a standstill 
and rollback of existing regulations and 
through periodic reviews. Japan also laid 
particular emphasis on the concept of 
national treatment as a means of secur

ing market access and. with respect to 
non-discrimination, proposed that the 
framework agreement adopt the uncon
ditional mfn principle while allowing for 
reservations. 

All the contributions of GNS partici
pants on every aspect of a framework 
agreement so far covered were included 
in a 50-page paper prepared by the Sec
retariat as a means of moving the group 
towards its end-of-year goal of agreeing 
the necessary elements for the final 
negotiation. The paper provided the 
basis for a detailed discussion. 

18 December 

The GNS met briefly on 18 December 
and adopted a draft document aim

ed at fulfilling the mandate of the Mid-
Term Review which called upon the 
Group to "assemble the necessary el
ements for a draft which would permit 
negotiations to take place for the com
pletion of all parts of the multilateral 
framework and its entry into force by 
the end of the Uruguay Round." 

The draft is divided into three sections 
with a fourth envisaged on institutional 
aspects of the future framework. The 
first covers the scope of the agreement 
and involves the definition of trade in 
services. The second lays out the con
cepts, principles and rules to be em
bodied in it, namely: transparency, pro
gressive liberalization, market access, 
national treatment, mfn/non-discrimi-
nation, increasing participation of de
veloping countries, safeguards, excep
tions, regulatory situation and other 
provisions. The third section considers 
approaches to the coverage of the agree
ment, the modalities of progressive lib
eralization (initial commitments and the 
mechanics of liberalization) and sectoral 
annotations for interpreting or clarifying 
the framework. 

The draft was presented after 
prolonged consultations by the Chair
man over the previous two weeks. He 
pointed out that while it reflected many 
alternative approaches to specific issues 
those differences did not reflect a high 
level of disagreement overall; rather, 
they indicated the work still remaining 
to be done in the GNS negotiations next 
year. The first meeting of the GNS in 
1990 would be from 16 to 19 January. 

Delegations generally welcomed the 
draft though some were disappointed 
that a higher level of agreement had not 
been reached on its contents. Several 
participants felt that development 
interests had not been sufficiently 
reflected. A number of participants re
flected the view that early agreement on 
the structure of the framework would be 
the priority for the Group's work in 
1990. • 
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Country reviews launched 
Tentative Schedule of Country Rev 
Spring (June) 

Summer (July) 

Autumn 

iews for 1990 
Colombia 
Sweden 

Canada 
Hong Kong 
Japan 
New Zealand 

European Community 
Hungary 
Indonesia 

The Council successfully launched the 
new GATT Trade Policy Review 

Mechanism (TPRM) in December with 
the comprehensive examination of the 
trade regimes of Australia, Morocco and 
the United States. Many delegations 
lauded the initial round of reviews as 
auguring a new phase of greater trans
parency in the conduct of trade policy 
by individual contracting parties. 

The GATT Director-General, in his 
opening remarks, said the most funda
mental value of TPRM would be "the 
possibility to trace and compare the 
evolution of trade policies from review 
to review". He said the exercise present
ed "an excellent opportunity to bring the 
collective responsibility of all trading 
partners for the health of the multilateral 
trading system". 

The trade policies of Australia, 
Morocco and the United States were re
viewed, respectively, on 12, 13 and 14 
December 1989. Each review was based 
on two reports: one prepared by the 
country concerned and the other prod
uced by the Secretariat. The discussions 
were introduced by Ambassador Hassan 

AUSTRALIA 

The Council reviewed Australia's 
trade policies in their dynamic con

text. Many members emphasized that 
the reports presented by the Govern
ment of Australia and by the Secretariat 
showed that Australia is making a major 
effort to restructure its trade policies by 
making them more liberal, predictable 
and transparent in order to contribute to 
a general opening up of the economy. A 
number of members emphasized the im
portance of the macro-economic context 
of the changes in Australia's trade poli
cies. It was pointed out that these policy 
changes are taking place at a time of 
major structural adjustment problems 
reflected in high indebtedness and sub
stantial, and recently increasing, current 
account deficits. The political difficulties 
of making major trade policy reforms 
within a parliamentary system were also 
noted. 

Many members commented on the 
general tariff reduction programme, the 
progressive dismantling of import licen
ces and quantitative import restrictions, 
the reduction and rationalization of 

Sampurna Kartadjoemena (Indonesia) 
and Mr. Peter Witt (Federal Republic of 
Germany), acting in their personal ca
pacity. They made some general obser
vations and posed specific questions to 
the delegation of the country under re
view. Many delegations then presented 
their views and their own questions. The 
response of the country under review 
was followed by the Council Chairman's 
summary of the discussions (see below). 

The establishment of the TPRM was 
among the early results agreed at the 
Mid-Term Review of the Uruguay 

PM Bob Hawke of Australia urges reform of 
agricultural trade (Geneva, 1987). 

production subsidies (bounties), and the 
regulatory reforms regarding certain 
agricultural sectors such as wheat. Some 

Round. The GATT Council adopted the 
TPRM decision in April 1989 (see Focus 
No. 62). Under the mechanism, the 
Council is to examine, at periodic special 
meetings, the impact of each member's 
trade policies and practices on the 
multilateral trading system. The four 
largest trading entities (the European 
Communities counting as one), in terms 
of market share, are subject to review 
every two years, the next sixteen every 
four years, and other GATT members 
every six years, with some flexibility in 
the case of least-developed countries. 

members commended the declining use 
of, and reforms in, ad hoc import relief 
measures, particularly in areas such as 
anti-dumping and countervailing 
measures. The work of the Industries 
Assistance Commission in promoting 
transparency and pioneering techniques 
of measuring public assistance was ap
preciated; it was noted that the regular 
evaluation of Australia's protective sys
tem contributed to greater public under
standing of, and support for, the 
liberalization process. The hope was ex
pressed that its successor, the new In
dustries Commission, will build on this 
experience. 

Whilst acknowledging these features, 
several members referred to a number of 
areas where concerns still exist. The 
points frequently mentioned in this con
text included : 
• a relatively uneven pattern of assist

ance across industries, both in the 
manufacturing and agricultural sec
tors; 

• a relatively low level of bindings in 
Australia's tariff structure; 

• relatively frequent recourse to anti
dumping measures; 

(Continued on page 14) 

The Chairman's summaries of the Council discussions 
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Australia 
(continuedfrom page 13) 

• discretionary elements in customs and 
valuation procedures: 

• lack of transparency with respect to 
the levels, and impact on trade, of cer
tain forms of assistance in Australia, 
including subsidies and bounties in 
certain areas, government procure
ment, offsets policies, "partnerships 
for development" policies, certain 
domestic content requirements, stan
dards, and the systems of quarantine, 
health and safety requirements, as well 
as the assistance provided at State and 
local levels; 

• the question of Australia's possible 
adherence to the Agreements on 
Government Procurement and on 
Technical Barriers to Trade ; 

• the high levels of assistance which 
various sectoral plans continue to pro
vide to industries such as textiles, 
clothing and footwear; passenger 
motor vehicles; telecommunications; 
and dairying; 

• the fact that some sectors with sub
stantial levels of assistance are areas of 
particular export interest to developing 
countries; 

• the need for trade liberalization to be 
fully reflected at the levels of State and 
local governments. 
The hope was also expressed that 

newly created marketing boards in 
agriculture would function in a trans
parent manner which would not distort 
trade. 

In replying to the points made, the 
representative of Australia confirmed 

MOROCCO 

The Council noted with appreciation 
that the Kingdom of Morocco was 

the first developing country to volunteer 
to submit its trade policies for review 
under the Trade Policy Review Mechan
ism. This indication of a strong commit
ment to the GATT system was all the 
more welcome in view of the fact that 
Morocco had only recently acceded to 
the GATT. 

Several members emphasized that 
Morocco's trade policies had, since 1983, 
developed in a direction progressively 
based on the principles of the multilat
eral trading system. It was also noted 
that the structural adjustment pro
gramme undertaken by Morocco com
prised not only trade liberalization but 
also major reforms in fiscal, monetary 
and exchange rate policies which had 
contributed to the greater integration of 
Morocco into the world economy. 

While Morocco is a small trading 

the intention of the authorities to nego
tiate bindings of Australia's tariffs with
out any exception in the Uruguay 
Round and recognized that the Round 
may offer possibilities for gaining mean
ingful concessions from Australia's 
trading partners, in particular in the area 
of primary products. The Federal 
Government had come to recognize the 
costs involved in Government procure
ment policies, and the adjustment of 
Australian regulations in this area and 
the accession to the GATT Procurement 
Code was under consideration. Australia 
was also considering acceding to the 
Agreement on Technical Barriers to 
Trade. 

Turning to areas in which levels of 
assistance continued to be high, the rep
resentative of Australia emphasized that 
the Australian Government was 
committed to continuing the process of 
trade liberalization, including further 
reductions in trade restrictions. 
Remaining trade restrictions would be 
limited to tariffs, even though those tar
iffs might remain substantial. Marketing 
regulations in agriculture were being re
viewed with a view to making them more 
transparent. 

The process of trade liberalization was 
supported by regular domestic reviews 
of Australia's trade policies. The new 
Industries Commission was to cover an 
even broader agenda than its predecess
or, the Industries Assistance Commissi
on, in enhancing transparency of the 
costs of protection. On the other hand, 
the representative of Australia referred 
to the limited possibilities available to 
the Federal Government for influencing 

country in global terms, trade is an im
portant and growing element in its 
economy. In view of its high debt and 
debt service burden, the link between 
trade, money, finance and development 
was particularly important for Morocco. 
Several members pointed to the import
ance for Morocco of improved access to 
export markets together with increased 
availability of external financing. In this 
connection, members of the Council 
noted the vulnerability of Morocco's 
economy to changes in the external 
trading environment, given its limited 
export base and the fact that it is a small 
supplier in most of its export markets. 
Reference was made to the existence of 
trade barriers and other trade-distortive 
measures in Morocco's export markets 
for such products as textiles, clothing 
and agricultural goods. The importance 
of the Uruguay Round negotiations in 
these areas was emphasized. 

Council members welcomed Moroc
co's extensive liberalization efforts taken 
in spite of substantial financial difficult-

regulations at the State level, because of 
the political balance between the Federal 
and the State Governments. 

The representative of Australia said 
that current reforms of anti-dumping 
procedures should result in fewer anti
dumping measures in the future. Com
prehensive reforms were also underway 
in subsidies and bounties, including the 
introduction of sunset clauses. He gave 
additional detail with respect to local 
content requirements, in particular with 
respect to new broadcasting regulations. 
Finally, he drew attention to the fact 
that Australia's quantitative restrictions 
had been largely phased out. In the area 
of non-tariff measures, progress was 
hoped for in the negotiations in the 
Uruguay Round. 

In general, many members of the 
Council considered that the discussion 
had made an important contribution to 
the transparency of Australia's trade 
policies. There was general appreciation 
of Australia's current programme of 
trade liberalization and the ongoing 
evolution of Australia's trade policies, 
which were seen as going a long way 
towards reversing the earlier approach of 
promoting the development of import-
substituting industries through high 
protection. However, it was noted that, 
in a number of areas, high levels of ass
istance would persist even after the end 
of the present programme of liberali
zation. Members therefore considered it 
important that the process of liberali
zation was sustained and continued be
yond the completion of the current pro
gramme. • 

ies and obstacles to trade in external 
markets. It was noted that, with the im
plementation of its structural adjustment 
programme, Morocco's trade policies 
and practices had become more trans
parent; that import prohibitions had 
been abolished, licensing requirements 
were being phased out in favour of tar
iff-based protection and substantial re
ductions had been made in the levels of 
tariffs; and that the binding of tariff 
positions representing 30 per cent of im
ports was a significant contribution to 
the stability and predictability of 
Morocco's trade policy régime. These 
policies were supported by measures to 
deregulate and promote increased com
petition within the domestic economy. 

At the same time, several members 
pointed to the existence of relatively 
high tariffs in a number of sectors and a 
complex array of other trade measures, 
including reference prices, State trading 
in certain basic products, sanitary and 
health regulations and government pro
curement practices, which continue to be 
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in place. A number of members express
ed their concerns on the incidence and 
effects of such non-tariff measures, in
cluding possible discriminatory aspects, 
as well as the lack of transparency in
volved. Questions were also raised about 
the fiscal levy on imports introduced in 
1987, certain tax exemptions as well as 
export guarantees and the export in
surance scheme, which it was suggested 
could be seen as export subsidies, and 
the move being considered by Morocco 
to use variable levies on imports of 
"sensitive" agricultural products. Some 
concerns were also expressed about a 
possible slowing down of Morocco's 
trade policy reform programme since 
1987. 

Some members stressed the import
ance of ensuring that Morocco's partici
pation in regional trade agreements did 
not lead to discrimination and diversion 
of trade. In this context, Morocco's ef
forts to diversify its export markets and 
import sources were appreciated. 

Replying, the representative of 
Morocco pointed out the difficulties en
countered by a developing country that 
had been implementing a major pro
gramme of trade liberalization at a time 
of severe structural adjustment prob
lems. He mentioned the linkages be
tween trade and finance, including 
Morocco's fiscal problems which would 
constrain the extent and speed of tariff 
reductions. However, the course of trade 
liberalization would be sustained. 

He gave several examples of further 
steps towards a more liberal trade and 
investment régime in Morocco. In the 
area of import licensing, changes since 
1983 had been exclusively in the direc
tion of phasing out the measures in place 
and this trend would continue, in con
sultation with the domestic industries 
concerned. Morocco was also continuing 
its reform of the tariff system, including 
a further reduction and harmonization 
of tariff levels as a longer-term goal. The 
aim was to provide a neutral structure of 
protection across the board. Increasing 
the scope of tariff bindings was under 
consideration. Reform in this area would 
depend on the results in the Uruguay 
Round, as would the question of 
whether Morocco would consider acced
ing to Tokyo Round Codes. 

As far as reference prices are concern
ed, Morocco viewed these as an admin
istratively simple substitute for anti
dumping procedures, given the limited 
administrative capacities of a developing 
country and the substantial demands on 
administration a fully fledged system of 
anti-dumping procedures requires. With 
inflation and devaluation of the Moroc
can dirham, the reference prices would 
in practice run down with the passage of 
time. 

In the area of agriculture, Morocco 
was currently dismantling its levels of 
support to provide support equivalent to 
a maximum tariff of 45 per cent. Vari
able levies were necessary because of the 

A modern way of 
drying hides: 
Morocco is 
updating and 
diversifying its 
production base. 

UNITED STATES 

Members of the Council emphasized 
that the trade policies of the 

United States, as the world's largest 
single economy and largest single im
porter and exporter, had a major influ
ence on the trading system. The 
discussion showed that there were many 
facets to United States trade policy. 

Members recognized that the United 
States' market was, in many respects, 
open and that it was the largest market 
for exports from many areas, including 
developing countries. Tariffs were gen
erally low and almost completely bound. 

Outside agriculture, textiles and cloth
ing, there were relatively few quantitat
ive import restrictions, and outside 
agriculture relatively few subsidies, or 
other sectoral domestic support policies. 
The United States was a signatory to 
virtually all the Tokyo Round Codes. 
The active rôle of the United States in 
the Uruguay Round was welcomed. 

Members appreciated the recognition 
by the representative of the United 
States that the current account deficit 
must be largely dealt with through a re
duction in the budget deficit and 
increased private savings. This should 
help to increase United States' competi
tiveness and reduce protectionist press-

vagaries of international markets for 
agricultural products. Morocco's agri
cultural sector continued to be in a fra
gile condition. 

The representative of Morocco men
tioned that a new foreign trade law was 
in preparation. 

Morocco was a participant in a num
ber of preferential agreements. The ar
rangement with the European Com
munities was not limited in time and 
non-reciprocal. All other bilateral agree
ments concluded by Morocco were fully 
consistent with the GATT. 

The fiscal levy had a purely revenue 
purpose and, in part, was introduced to 
honour international commitments by 
Morocco. Negotiations on bound items 
were underway under Article XXVIII 
with affected parties. No direct or in
direct export subsidies were in place, if 
only for lack of funds. Preferential 
credits, which Morocco granted, to a 
limited extent, for export were higher 
than the preferential credits Morocco's 
importers of capital goods were offered. 

With respect to government procure
ment practices, the existing national 
preference margin of 10 per cent was 
largely theoretical. For lack of financial 
resources, Morocco's public agencies 
were dependent on the cheapest sources 
of supply. Purchasing was therefore 
made on the basis of multilateral bid
ding procedures. 

On the whole, members of the Council 
commended Morocco for the progress in 
trade liberalization brought about since 
the early 1980s. While recognizing the 
difficult processes of structural adjust
ment that might be involved, and the 
contribution that an improved trading 
environment could make to the success 
of Morocco's efforts, they encouraged 
Morocco to proceed with the liberali
zation of its trade régime, with due con
sideration to the possibilities of further 
improving transparency of its policies, 
reducing tariffs and expanding the scope 
of tariff bindings. • 

ures. It was recognized that the absolute 
deficit was still high, but that its share in 
G N P had fallen considerably. 

While appreciating these features, 
members of the Council voiced concerns 
in a number of areas : 
• Several participants noted that the 

United States' trade system was based 
on a structure of laws, agencies and 
public hearings which permitted open 
discussion of all elements of concern to 
trading partners. However, its very 
complexity reduced the transparency 
of trade policy formulation and ad
ministration. 

• Some members referred to the "non-
self-executing" nature of the General 

(Continued on page 16) 
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Agreement under United States law. It 
. was noted that this increased ambi

guity and uncertainty as to the conduct 
of United States trade policies within 
the multilateral trading system. Some 
participants also considered that the 
transparency and "legal process" 
nature of United States trade policy 
formulation had been weakened by re
cent trade laws. 

• A number of members noted that tariff 
peaks and import restrictions were in 
existence in several sectors, in particu
lar some areas of export interest to de
veloping countries. 

• In relation to agriculture, some mem
bers stated that import restrictions un
der the GATT waiver, which had last
ed for over thirty years, should be 
phased out. In addition, it was stated 
that subsidies under United States' 
farm legislation were both costly for 
the United States' economy and affec
ted third countries' export markets. 

• Questions were raised as to whether 
recent regional arrangements could be 
taken as indicating a new direction of 
United States trade policies, departing 
from strict adherence to the most
favoured-nation (m.f.n.) principle. 

• Members expressed strong concerns 
about the use of unilateral measures 
under Section 301 of the United States' 
Trade Act, as amended. It was pointed 
out that there was no justification for 
unilateral interpretation of the rights 
and obligations of contracting parties 
under the General Agreement nor for 
unilateral action aimed at inducing 
another contracting party to bring its 
trade policies into conformity with the 
General Agreement. 

• Several members observed that the use 
of specific legal escape clause pro
visions such as Section 201 of the 
United States' Trade Act had declined, 
but that the use of anti-dumping and 
countervailing actions had grown. In 
this context, concerns were raised on 
unilateral interpretation by the United 
States of anti-dumping and 
countervailing provisions. 

• Reference was also made to recourse to 
multiple remedies under United States' 
trade law. 

• A number of members referred to the 
increase over time in the use of non-
tariff measures, and in particular in the 
use of export restraint arrangements 
such as VRAs. Some participants qu
estioned whether the recent announce
ment regarding the termination in 
1992 of VRAs on steel could be seen as 
a measure of liberalization. 

• Several members called attention to 
preferential government procurement 
policies which led to discrimination 
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against foreign suppliers, including the 
policies of State and local govern
ments. 

• The point was made that, in some 
areas, criteria not related to trade have 
been used in making decisions related 
to trade policies, for example, in 
granting GSP or even m.f.n. treatment. 
Reference was also made to discrimi
natory trade measures taken against 
certain countries. 
In reply, the representative of the 

United States thanked participants for 
the attention and spirit of cooperation 
shown during the review. He saw the re
view as a useful exercise in clarifying 
trading partners' priorities in respect of 
United States trade policies and practi
ces. 

He said that the complexity of United 
States trade laws derived from the size of 
the economy on the one hand, and from 
the democratic system of separation of 
powers on the other. To some extent, in
creasing complexity had gone together 
with greater transparency. 

The United States stood by its state
ment on action under Section 301 made 
in the June Special Council meeting. 
Cooperative solutions to problems 
would be sought in a multilateral frame
work. The United States administration 
placed great importance on bringing qu
estions to the GATT for solution and on 
using Section 301 within the multilateral 
system. Panel findings were being acted 
on by the Administration, which also re
cognized the importance of negotiations 
in the Uruguay Round. 

The "non-self-executing" nature of 
the General Agreement in United States 
law was not a source of instability. 
Overall, the United States willingly im
plemented all its GATT obligations, as 
well as those of the Tokyo Round Codes. 
On agriculture, the United States was 
prepared to negotiate substantively on 
all products including those covered by 
its GATT waiver. 

The United States representative said 
that he would be interested in exploring 
ways in which the potential costs of 
domestic policies could be better com

municated to consumers, and how 
GATT procedures and provisions could 
be used in this connection. While he did 
not accept that the United States took a 
"vigilante" approach to trade policies, he 
appreciated the difficulty of achieving a 
balance between the interests of the lar
ger and smaller trading nations in any 
process of negotiations. 

The United States representative re
cognized that concerns had been 
expressed by participants about the 
directions of United States trade poli
cies. The United States remained fully 
committed to the multilateral trading 
system. To seek greater liberalization of 
trade through a multilateral process was 
the United States' dominant objective. 
In sectors which were still sensitive to 
import competition there was no doubt 
that the best way of ensuring trade lib
eralization was through the multilateral 
process, which should also contribute to 
strengthening the rule of international 
law in all areas of trade. 

The Council appreciated the readiness 
of the United States to be one of the first 
contracting parties reviewed under the 
TPRM. Members recognized the 
historical outward orientation of the 
United States, the particular rôle played 
by the United States in promoting the 
evolution of the multilateral trading sys
tem, and the expression of its continuing 
strong commitment to the system. 

However, members expressed their 
concerns regarding certain recent trends 
in United States trade policies as seen by 
them, in particular the growth of bilat
eral or unilateral measures, or of unilat
eral interpretations of multilateral rules, 
as well as the use of trade remedies not 
provided for in the General Agreement. 
Many participants emphasized that such 
policies should not undermine the 
multilateral trading system and, in this 
connection, stressed the need for all 
contracting parties to abide by multilat
eral rules and procedures in their trade 
policies, and to seek solutions for cur
rent problems through existing GATT 
procedures and the multilateral process 
of negotiations in the Uruguay Round. • 


