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WORLD TRADE PASSES $3 TRILLION 

The value of world merchandise trade 
passed $3 trillion ($3,000 billion) in 

1989, reaching a new record of $3.1 
trillion. As recently as 1985 the value of 
world trade was below $2 trillion. 

The IVi per cent increase in world 
trade value in 1989 was virtually match
ed by an estimated 7 per cent increase in 
volume - the third largest gain in volume 
during the 1980s. Once again, the vol
ume of world merchandise trade 
expanded at a significantly faster pace 
than world production. 

While no estimate of the value of 
world trade in commercial services is yet 
available for 1989, it is safe to say that it 
will be higher than the most recent figure 
for 1988 of $600 billion. 

These are some of the highlights of the 
GATT Secretariat's first assessment of 
performance and developments in world 
trade in 1989.* 

With respect to the prospects for 1990, 
GATT's economists note that if trade 
growth on a volume basis decelerates into 
the 5 to 6 per cent range - which seems 
likely at present - it will still equal or 
exceed the trade performance of seven of 
the past ten years. It will also mark 
another year in which trade expands 
considerably faster than output. 

With a share of 70 per cent in the val
ue of world merchandise trade, manu
factures contributed 80 per cent of the 
total increase in the volume of world 
merchandise trade last year. 

The strongest contribution to the ex
pansion of the volume of world mer
chandise trade in 1989 came from the 
developed countries. Within the group, 
above average export growth was ex
perienced by the United States and the 
European Communities, while Japan's 
export growth rate was below the world 
average. 

Because of a slowdown of export 
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" Figures for 1989 are preliminary estimates based on data 
available as of late February- Later in 1990. when more com
plete information is available, trade developments and trends 
will be analyzed in greater detail in Volumes I and 11 of 
GA1 1 s annual report International Trade 1989-90. 

growth in a number of dynamic traders 
in Asia and Latin America, 1989 was the 
first year since 1985 in which the volume 
of exports from developing countries has 
not expanded at a rate in excess of the 
world average. However, petroleum pri
ce developments helped the value of ex
ports from developing countries increase 
by an estimated 12 per cent last year, 
nearly twice the growth rate of exports 
from the developed countries. Develop
ing countries also increased their im
ports faster than developed countries, 
but by a smaller margin. 

A strong expansion in export volume 
helped the United States regain its pos
ition as the world's leading exporter 
after three years in second place behind 
the Federal Republic of Germany. 
China, Mexico and Saudi Arabia all 
moved up two places in the rankings of 
the 25 leading exporters while the Re
public of Korea moved up two places 
and Finland up three places in the im
port rankings. 

The GATT economists report that 
available data for 1989 indicate that the 

overall pace of adjustment of current 
account imbalances among the major 
traders has slowed, with the exception of 
Japan's sharply lower current account 
surplus. They note that the exports of 
fifteen highly indebted countries rose 8V2 
per cent in value terms, a sharp deceler
ation from the 17'/2 per cent increase 
recorded in 1988. 

According to the GATT Secretariat, 

(Continued on page 8) 

CONTENTS 

Full membership 
for Tunisia 2 

Report on EC/US 
sugar dispute 2 

Breakthrough on 
market access 5 

Tight timetable 
in services 8 



2 COUNCIL 

Council approves full accession of Tunisia 

Tunisia is on its way to becoming a 
full contracting party. GATT mem

bers have granted Poland's request to 
renegotiate conditions of its member
ship. The United States and the 
European Community have resolved 
their dispute on EC export restraints on 
copper scrap while a panel has submit
ted its findings on the EC complaint 
against US measures on sugar. The 
United States has called for a panel to 
examine Thailand's restrictions on im
ported cigarettes. 

These were the highlights of the 
Council meeting on 20 February. 

The Chairman of the Council recalled 
that the Working Party on the Accession 
of Tunisia had concluded that the 
country should be invited to accede to 
the General Agreement, subject to the 
satisfactory conclusion of Tunisia's tariff 
negotiations. 

Tunisia's Minister of National Econ
omy Moncef Belaid said that his 
government was implementing a nation
al economic restructuring programme in 
face of low commodity prices, difficult 
conditions for market access, declining 
export receipts and a heavy debt burden. 
The economic reforms under this pro
gramme, he emphasized, were in line 
with the spirit and letter of the General 
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Agreement. By choosing to accede fully. 
Tunisia was demonstrating its faith and 
confidence in the multilateral trading 
system. He said full membership would 
provide Tunisia with the necessary ex
perience to adapt to the world economy, 
and enable it to contribute to a dynamic 
and more equitable trading system. He 
added that the tariff concessions made 
during the accession process should be 
seen as Tunisia's contribution to the 
Uruguay Round negotiations. 

The impending accession of Tunisia 
was widely welcomed by members of the 
Council. 

Noting that Tunisia had successfully 
completed its tariff negotiations with 
GATT members, the Council adopted 
the report of the Working Party on the 
Accession of Tunisia and submitted the 
draft Decision on Accession to a vote by 
the contracting parties. {Note: The re
quired two-thirds majority of GATT 
members, or 64 votes, was reached on 12 
March. Tunisia may now sign its Pro
tocol of Accession.) 

Work on Bulgaria and Poland 
set in motion 

The Council Chairman, Ambassador 
Rubens Ricupero (Brazil), 

announced that consultations had 
resulted in agreed terms of reference for 
the Working Party on the Accession of 
Bulgaria. He noted that the Working 
Party would consider the compatibility 
of the country's trade regime with 
GATT provisions, including those on 
national treatment, non-discrimination, 
state trading and safeguards. Bulgaria 
welcomed the adoption of procedures 
which it hoped would soon lead to the 
start of substantive discussions on its 
application. 

The Council established a Working 
Party to examine Poland's request for 
the renegotiation of the terms of its ac
cession to the GATT (see Focus No. 68). 

Panels submit reports 
on EC/US sugar and copper 
disputes 

A dispute-settlement panel submitted 
a report on its examination of the 

EC complaint against US restrictions on 
the importation of sugar and sugar-con
taining products applied under its 1955 
Waiver. This panel was established in 
June 1989 at the request of the EC. 

Before the panel, the Community 

maintained that the US measures on 
sugar imports were inconsistent with 
GATT Articles II (Schedules of Con
cessions) and XI (General Elimination 
of Quantitative Restrictions). It further 
contended that the measures were no 
longer consistent with the conditions 
and assurances attached to the waiver 
granted to the US in 1955. 

(Note: Section 22 of the US Agricul
tural Adjustment Act of 1935 requires 
the President to impose restrictions on 
imports harming, or likely to harm, farm 
support programmes. An amendment to 
the Section, adopted in 1951, provides 
that "no trade agreements or other in
ternational agreement ... be applied in a 
manner inconsistent with the require
ments of this Section". The US sought, 
and was granted in 1955, a waiver from 
obligations under GATT Articles II and 
XI. In 1977, the US Congress introduced 
a price support programme for sugar. In 
order to protect the effectiveness of this 
programme, the US President, under 
Section 22, had imposed fees and quotas 
on imported sugar products. US imports 
of sugar have declined, in raw value, 
from 5.3 million metric tonnes in 1977 to 
1.2 million metric tonnes in 1987. Dur
ing the same period, US production of 
beet and cane sugar rose from 5.8 to 6.6 
million metric tonnes.) 

The United States maintained before 
the panel that the measures in question 
were consistent with the Waiver. More
over, the US said the Community, a 
high-cost producer of sugar, had not 
proven that it was actually affected by 
measures related to the Waiver as 
required by GATT Article XXIII. 

The chairman of the panel, Ambassa
dor Felipe Jaramillo (Colombia), 
reported to the Council the following 
conclusions : 
• With respect to Article II, the impo

sition of the fees on refined sugar does 
not entail the imposition of duties in 
excess of the duty rates presently ef
fective under the United States' 
Schedule of Concession. 

• The restrictions on imports of sugar-
containing products are inconsistent 
with Article XI :1 but conform to the 
terms, conditions and procedures of 
the Waiver granted in 1955. 

• The Panel further concluded that the 
fulfilment of the assurances by the 
United States when granted the waiv
er, while not forming part of the con
ditions the United States has to meet 
to take action under the waiver, may 
be relevant for a decision of the con-

The tentative programme of meetings for 
April: 
2 Working Group on Export of 

Domestically-Prohibited Goods 
2-3 NG on the Functioning of the 

GATT System 
Working Party on Sanitary and 
Phytosanitary Regulations 

2,4-6 NG on Trade-Related Aspects of 
Intellectual Property Rights 

3 COUNCIL 
4-6 NG on Agriculture 

NG on Textiles and Clothing 
5-6 NG on Dispute Settlement 
9-11 Group of Negotiations on Goods 

Trade Negotiations Committee 
19-20 Textiles Surveillance Body 
23-24, 26 NG on Safeguards 
24-26 NG on GATT Articles 

Committee on Anti-Dumping 
Practices 

26-27 Committee on Subsidies and 
Countervailing Measures 

27 NG on Tropical Products 
30 NG on Subsidies 

NG on MTN Agreements and 
Arrangements 
NG on Tariffs 
NG on Non-Tariff Measures 
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Tunisian oranges for export: a warm GATT welcome from trading partners. 

trading parties for its withdrawal or 
modification. 

• The Panel finally concluded that the 
EEC had not provided the detailed 
justification necessary to permit an 
examination of its complaint in the 
light of Article XXIII: 1(b) but that the 
EEC is not precluded from bringing a 
complaint under that provision with 
the required detailed information. 
After the presentation of the panel re

port, the European Community said it 
was still reviewing the panel report on 
what it viewed as a very difficult and 
complex case. For the first time, it said, 
a dispute-settlement panel had been able 
to closely examine a waiver granted 
many years ago. It said it was unhappy 
with the results and requested postpon
ing consideration to the next meeting. 

The United States urged the adoption 
of the panel report which it described as 
balanced, legally correct, sound and 
well-reasoned. The United States recall
ed that its Waiver was on the Uruguay 
Round table which it said was the only 
appropriate way to create a balance of 
rights and obligations in agriculture. 

The Council agreed to again consider 
the report at its next meeting. 

Another panel reported that the 
United States had requested the termin
ation of dispute-settlement proceedings 
regarding EC restrictions on exports of 
copper scrap. The panel, established in 
July 1989, had had an initial meeting. It 
reported that bilateral consultations be
tween the two parties had satisfactorily 
resolved the dispute. 

Follow-up on Korean beef 
restrictions 

Australia. New Zealand and the 
United States expressed serious 

concerns about the delay in Korea's im
plementation of the recommendations 
contained in three panel reports adopted 
by the Council in November 1989 (see 
Focus No. 63). The three panels which 
examined, respectively, the complaints 
by Australia. New Zealand and the US. 
concluded that restrictions maintained 
by Korea on beef imports were contrary 
to GATT provisions. They rec
ommended that Korea, in consultation 
with interested parties, should establish 
a timetable for phasing out of its restric
tions on imports of beef, and report back 
to the Council three months after the 
adoption of the reports. 

The three countries said they were 
disappointed with lack of results in the 
first round of consultations with Korea. 
Australia and New Zealand said they 
would expect more progress in the next 
round of consultations. The United 
States said that it was willing to meet 

again with Korea but only on the basis 
of a substantial proposal. Canada said it 
looked forward to holding consultations 
with Korea. The European Community 
reminded Korea that benefits from the 
multilateral trading system and the bur
den of GATT obligations go hand in 
hand. 

Korea reported that in accordance 
with the panel reports, it had held con
sultations with the parties to the dispute 
(New Zealand, Australia and the United 
States) and that consultations with 
another interested party, Canada, were 
underway. It reported that during the 
consultations, the three countries asked 
for an immediate timetable for phasing 
out the restrictions. This was difficult to 
do, according to Korea, as the issue in
volved substantial political and econ
omic problems arising from the fragile 
and difficult conditions faced by its 
livestock farmers. It said that the three-
month period mandated by the panel 
reports was too short. It requested more 
time in carrying out an in-depth study 
on its livestock industry before 
establishing a workable timetable. In the 
meantime, it proposed to increase beef 
import quotas for the coming years. It 
hoped that a solution would be found in 
further bilateral talks. 

US requests a panel on 
Thailand's measures on 
cigarettes 

The United States requested that a 
dispute-settlement panel be estab

lished to examine Thailand's restrictions 
on importation of and internal taxes on 
cigarettes. It claimed that these restric
tions were inconsistent with the GATT 
provisions on : 
• Prohibition of import quotas (Article 

XI), in view of the Thai government's 
stated policy of not permitting im
portation of cigarettes; and 

• Equal treatment of domestic and im
ported goods (Article III), because the 
Thai cigarette monopoly enjoyed tax 
advantages over foreign cigarettes. 
Thailand replied that while recent 

consultations with the United States 
have failed to produce results, it remain
ed hopeful that further talks would lead 
to a solution. It said that it needed more 
time to study this complicated issue and 
requested that the matter be taken up at 
the next meeting. 

The Council agreed to defer consider
ation of the US request until its next 
meeting. 

Colombia questions US anti
dumping action on flowers 

Colombia expressed concern about a 
preliminary decision in the United 

States that had nearly doubled the anti
dumping duty on Colombian fresh cut-
flowers from 4.4 per cent to 8.51 per 
cent. It stressed that Colombian flowers 
did not receive government assistance 
and that their price competitiveness was 
due to the ideal soil and climatic con
ditions in the country. Colombia recalled 
that its flowers had been the subject of 
US anti-dumping investigations in the 
past. It questioned the methodology us
ed by the United States in determining 
the new anti-dumping duty margin. It 
maintained US action was contrary to 
the standstill agreement of the Uruguay 
Round. 

The United States emphasized that 
the measure in question was only a pre
liminary decision. It invited Colombian 
flower producers to participate in the 
proceedings leading to a final decision. 
It noted that US flower imports - 90 per 
cent of which came from Colombia -
had increased fivefold in recent years. 
The United States said this attested to 
the openness of its market for foreign 
flowers. • 
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Market-access negotiations opened up by 
procedural agreement, tight timetable agreed for 

services talks 

The market access negotiations cover
ing tariffs, non-tariff measures and 

tropical products were given a boost dur
ing February with procedural agreements 
laying down time schedules and 

guidelines. The Services Group also 
agreed an ambitious timetable moving 
towards agreement on a framework for 
trade in services in July. The United 
States put forward its detailed ideas on 

the phasing out of the Multifibre 
Arrangement, Mexico tabled its approach 
to the intellectual property negotiations 
and the European Communities proposed 
a selective safeguard system. 

• Trade-Related 
Investment Measures 
29-30 January 

The United States submitted a draft 
agreement on TRIMs. It adopted a 

two-tiered approach to disciplines: pro
hibition for those investment measures 
which inherently restrict or distort trade; 
and for others, general commitments to 
apply them only on a non-discriminat
ory basis and not to employ them if they 
cause adverse trade effects for other 
contracting parties. It also proposes 
longer transition periods for developing 
than for developed countries to elimin
ate prohibited TRIMs, detailed trans
parency requirements, and the creation 
of a standing TRIMs committee. 

TRIMs which should be prohibited 
according to the US draft include re
quirements to use local content, to 
manufacture particular goods or to sell 
them domestically, to export goods, to 
transfer or licence technology, and to 
export as a condition for importing; re
strictions on the production of particular 
goods or the use of particular technolo
gy; and other TRIMs which inherently 
cause adverse trade effects such as re
quiring exports as a condition for mak
ing remittances or otherwise accessing 
foreign exchange. 

The second tier of disciplines would 
cover TRIMs that restrict or distort 
trade in some, but not all, circumstances. 
Examples given in the US draft were lo
cal equity requirements applied gener
ally without specific reference to who the 
local equity participant might be or re
mittance and exchange restrictions that 
are not conditioned upon export 
performance. 

Some delegations welcomed the gen
eral thrust of the US proposal, although 
without endorsing necessarily its detail
ed provisions. Some others considered it 
premature to begin studying a draft 
agreement since certain basic principles 
and concepts relating to TRIMs had still 
not been agreed upon. They also said the 

US proposal to prohibit certain TRIMs 
was unacceptable, and that it failed to 
take account satisfactorily of develop
ment considerations. 

The Chairman identified a number of 
key issues that the Group needs now to 
focus on and suggested participants 
should concentrate on translating their 
respective positions into operational 
terms. 

# Safeguards 
29 and 31 January, 1-2 February 

Participants started a detailed exam
ination of a new draft text of a com

prehensive agreement prepared by the 
Chairman following comments on his 
initial draft at previous meetings. The 
principal new input into the work of the 
group was a proposal by the European 
Community on a selective safeguard 
regime applicable in special circum
stances. Although the debate on selec
tivity versus non-selectivity has long 
been an undercurrent in the negotiation, 
this was the first occasion that a specific 
proposal on a selective safeguard had 
been tabled. 

The EC plan would permit interim 
precautionary action against one or a 
group of suppliers of products 
provisionally found by the authorities of 
an importing country to be causing 
serious injury to domestic producers as a 
result of a large increase in imports. Ac
tion to restrict imports from the supplier 
or suppliers concerned would follow 
consultations, would be proportional to 
the injury suffered and would be remov
ed after a maximum of eight months or 
at the end of the full injury investigation. 
Where serious injury is finally establish
ed, the importing country would be able, 
following consultations, to apply safe
guard measures selectively for a maxi
mum period to be the subject of nego
tiations in the Round. 

Countries affected by the interim or 
final measures would be free to with
draw equivalent concessions or other 
obligations to the importing country. 

During the period the selective measures 
are in place, imports from unaffected 
suppliers would be monitored in the im
porting country. If such imports increase 
significantly, the countries covered by 
the safeguard measure could request the 
extension of the restrictions to other 
suppliers. The period of application of 
the selective measures would be fully 
taken into account in the maximum 
period for safeguard measures authoriz
ed under the general - i.e. non-selective 
- provisions of the agreement. 

In their initial reactions to the Com
munity's ideas, many participants wel
comed the fact that the central and, so 
far, unresolved issue in the negotiation 
had been brought to the surface for di
rect discussion. Nevertheless, the ap
proach commanded little support. It was 
stressed widely that a scheme of the type 
envisaged would favour only the large, 
powerful traders and would allow others 
to be picked off. Developing countries 
and, indeed, many smaller industrial 
countries, could not withdraw con
cessions in any meaningful way as com
pensation for being subject to a selective 
safeguard action. There was scepticism 
about the possibility of clearly identify
ing the individual exporters actually 
causing the injury in question, leaving 
open too much scope for targeting of 
competitors. The idea of affected ex
porters being able to request an exten
sion of the action to other suppliers was 
criticized for shifting the political bur
den of safeguard action from the 
importer to the exporter. In general, the 
scheme was criticized for permitting 
selective safeguards with few disciplines 
on the importing country concerned. 

The United States described the EC 
proposal as interesting and suggested 
that the issue of selective safeguards 
needed more discussion in the group. 

# Tar i f fs 30 January 

The Group established detailed pro
cedures for the negotiations, includ

ing a timetable aimed at starting tariff-
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cutting negotiations in April. Each par
ticipant is to provide the Secretariat by 
15 March with a proposal for the re
duction, elimination and binding of its 
respective tariffs on a line-by-line basis. 
A summary of each proposal should also 
be provided, together with a demon
stration that the proposal is in conform
ity with the Mid-Term Review agree
ment (the agreed target is an overall cut 
in tariff levels which is at least as deep as 
that achieved in the Tokyo Round, or 
about one third). The Secretariat would 
immediately distribute these proposals 
to all participants who have submitted 
proposals. 

The participants agreed that the tariff 
negotiations would be conducted in a 
transparent manner, and to this end, not 
later than 18 April, participants who 
have made proposals will hold a first 
meeting to review and assess the pro
posals on the table. The periodic review 
and assessment process would allow 
participants to determine whether indi
vidual proposals comply with the Mid-
Term Review agreement. Concessions 
made in other negotiating groups would 
be taken fully into account in assessing a 
participant's contribution to tariff re
ductions. By 30 April participants would 
endeavour to submit to the other par
ticipants involved, and simultaneously to 
the Secretariat, preliminary request lists 
for improvements to adjust the pro
posals submitted. 

It was agreed that in order to conduct 
meaningful tariff negotiations, all par
ticipants would submit, without delay, 
data on tariffs, bindings and trade. The 
tariff negotiations would employ current 
nomenclatures and use as base rates the 
bound m.f.n. rates, and for unbound 
rates, the normally applicable rates in 
September 1986 (the date of the launch
ing of the Uruguay Round). 

After the adoption of the plan, the 
acting chairman noted that during the 
consultations many delegations had in
dicated they would incorporate the for
mula approach in their proposals, and 
that many developing countries had em
phasised their need for special and dif
ferential treatment in the tariff nego
tiations. 

• MTN Agreements and 
Arrangements 
31 January - 2 February 

The Group focused on the GATT 
Anti-Dumping Code. New pro

posals were introduced by the European 
Communities, Japan, Australia, Hong 
Kong. Canada and the Nordic countries. 
This was followed by a comprehensive 
discussion of specific issues, structured 
around a framework agenda suggested 
by the Chairman. 

These issues related to objectives and 
principles of rules on anti-dumping 
measures, determination of the existence 
of dumping, determination of the exist
ence of material injury caused by dump
ed imports, and procedures for the in
itiation and conduct of anti-dumping 
investigations. The discussion of other 
items in the Chairman's structured 
agenda would continue at the next 
meeting. On the Technical Barriers to 
Trade Agreement, the Group received 
three proposals. Canada called for the 
adoption of international certification 
guides and enhanced application of cer
tification systems. The Community 
elaborated its previous proposal for a 
code of good practice for non-govern
mental standardising bodies. The Nordic 

- countries proposed that the new GATT 
dispute-settlement procedures be incor
porated into the agreement. 

On the Government Procurement 
Agreement, the Republic of Korea pro
posed guidelines aimed at facilitating 
membership of developing countries. 

In a general submission, Switzerland 
proposed discussion on how domestic 
laws could reflect the rules of MTN 
agreements and agreements in order to 
protect private citizens and entities from 
governmental decisions affecting their 
trading interests and rights. 

• Trade-Related Aspects of 
Intellectual Property Rights 
5-6 February 

Mexico submitted a proposal which 
highlights the importance of an 

appropriate intellectual property system 
to attract foreign investment and 
encourage technological development. 
Mexico explained that its proposal 
should be seen in the setting of its cur
rent policy for the development and mo
dernization of industry and trade. 

Mexico's proposal covers the principal 
elements of an agreement. It is aimed at 
ensuring that the negotiations maintain 
a suitable balance between the protec
tion of intellectual property on the one 
hand and the general interest and econ
omic and technological development 
objectives on the other. 

The general principles of the General 
Agreement - transparency, national 
treatment, most-favoured-nation treat
ment, non-discrimination - as well as 
international co-operation, consultation 
and dispute settlement, should be cover
ed by the negotiations. Mexico considers 
it particularly important to adopt a 
rapid and efficient dispute settlement 
mechanism; the GATT system could be 
used, in accordance with the procedures 
agreed upon in this area at the end of the 
Uruguay Round. 

The aspects which distort or hinder 

international trade should be clearly de
fined. The negotiations should also deal 
with standards on patents, trademarks, 
geographical indications (including ap
pellations of origin), copyright, integrat
ed circuits and trade secrets, comple
menting the specific aspects negotiated 
in WIPO. Mexico considers that the 
protection of trade secrets would create 
conditions of legal security that would 
encourage associations among enter
prises and transfer of technology be
tween them. 

With regard to the means to enforce 
intellectual property rights, the aim 
should not be to harmonize domestic 
legislation but rather to establish general 
principles to which participants should 
gradually adjust. 

Developing countries should enjoy 
special and more favourable treatment, 
such as a reduction in the duration of 
patents, transitional arrangements for 
bringing themselves into line with the 
general standards, technical assistance 
programmes and the grant of financial 
resources. Mexico's proposal supports 
the establishment of a multilateral 
framework of principles and rules for the 
elimination of trade in counterfeit 
goods. Each country should determine 
for itself the means it considers most 
suitable to that end, in accordance with 
the multilateral rules. The agreement 
should be integrated into the GATT. 

Chile submitted a proposal to the 
Group, in which it stresses that a suit
able dispute settlement system would be 
a key element for reaching consensus on 
TRIPS, by establishing a complementary 
relationship between GATT and WIPO 
in this area. In Chile's view, the results 
of the Group's negotiations on rules for 
the protection of intellectual property 
should be implemented in the frame
work of WIPO. Chile pointed out that 
WIPO is currently studying the possi
bility of setting up its own dispute 
settlement system, in order to resolve the 
problems stemming from non-appli
cation of internationally accepted intel
lectual property standards. When a 
WIPO ad hoc group determined that an 
internationally accepted standard had 
not been applied, the injured party could 
then raise the matter in GATT and ask 
for a panel to be set up if it considered 
that such non-compliance had trade 
consequences. The panel's task would be 
to establish whether or not there were 
"trade-related effects". If so, the concili
ation and dispute-settlement mechan
isms of Article XXIII would be appli
cable. 

Chile stressed that this procedure 
would dispel fears that trade sanctions 
might be applied arbitrarily. It would 
also respect the basic functions of 
GATT and WIPO. 
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Austria submitted an additional pro
posal further to its earlier communi
cation concerning the importance of an 
effective enforcement mechanism for in
tellectual rights on an internationally 
agreed basis. Austria considers in par
ticular that the purpose of a TRIPS in
strument cannot be the harmonization of 
the various legal systems, but to ensure a 
similar level of effective protection for 
IPR holders in all participating coun
tries. The fundamental principles of 
national treatment, most-favoured-nati
on treatment and transparency should 
apply. On that basis, Austria describes a 
series of internal procedures and rem
edies which should be followed, as well 
as provisional measures, including 
measures at the border, to ensure en
forcement of rights. 

After discussing these three new pro
posals, the Group began consideration 
of a synopsis of issues raised by partici
pants during the discussions or in their 
communications, beginning with the 
basic principles which might be appli
cable. 

• Textiles and Clothing 
5-7 February 

This meeting was largely devoted to 
the presentation and discussion of 

two new proposals; from Japan and the 
United States. 

Japan suggested that the group give 
priority to discussions on the integration 
of the MFA into GATT. It proposed 
that the MFA be terminated on 31 July 
1991, at the expiry of the current pro
tocol of extension. However, since it was 
unrealistic, in the view of Japan, to ex
pect that the adverse effects of sharp in
creases in imports could effectively be 
coped with solely through the safeguard 
provisions of the General Agreement 
during the transitional period it was 
necessary to introduce special transition 
measures to deal with the specific prob
lems of the textiles and clothing sector. 
The integration of the MFA would be 
achieved as soon as possible and by the 
end of 1999 at the latest. 

The transition measures outlined by 
Japan would involve objective criteria, 
making their invocation more stringent 
year-by-year and with the levels of re
strictions becoming more liberal year-
by-year. Transition measures, when in
voked, would be subject to consultations 
with the exporting countries and an ap
praisal by a new multilateral surveillance 
body established for the purpose. Where 
agreement was reached between import
ing and exporting countries, the restric
tions would be imposed by the exporting 
countries. Where agreement is not poss
ible, the importing country would im
pose the restraints. 

Japan listed and explained the five 
criteria which would govern the transiti
on measures, namely: objectivity and 
strict procedures, limited application, 
limited duration, an automatic phase-out 
mechanism and equity between export
ing countries. In discussion, many par
ticipants expressed their interest in the 
Japanese approach. The representative 
of the International Textile and Clothing 
Bureau (developing country exporters) 
said that many principles contained in it 
were acceptable to ITCB members 
though others would need elaboration. 

In its proposal, the United States 
adopted a quite different mechanism for 
the integration of the MFA into the 
GATT. It suggested a ten-year transition 
period starting 1 January 1992 to ensure 
an orderly and equitable adjustment in 
trade terms as well as in terms of the 
domestic production processes of each 
participant. The transition mechanism 
should be simple, equitable, transparent, 
predictable and certain; allowing trade 
patterns to be driven by market forces as 
early as possible. 

The mechanisms proposed by the 
United States were a global-type quota 
system and a tariff rate quota system. In 
the former, a comprehensive quantitat
ive limit, by product category, would be 
established. The global limit would in
itially have two components: specific 
country allocations (covering trade from 
countries with whom bilateral agree
ments already exist) and a non-selective 
"global basket" that would expand to 
provide growth. Each year, during the 
transition period, the country allocations 
would shrink by one tenth and the glo
bal basket would expand by a growth 
factor and by adding to it the 10 per cent 
taken from each of the country allo
cations. In this way the global basket 
would gradually take over the country 
shares. 

The tariff rate quota would employ 
the same quantitative limits, and their 
development over the ten-year transiti
on, as in the global quota system but, 
while imports within the overall limit 
would be subject to applicable duty 
rates, further imports would be possible 
at substantially higher penalty tariff 
rates. 

Many participants welcomed the tab
ling of a detailed proposal by the United 
States. There was a widespread view, 
however, that the objectives of the nego
tiation would be better achieved through 
an MFA-based approach; in other 
words, a system for the progressive lib
eralization of the MFA itself. The US 
approach would lead to an initial in
crease in restrictions as currently unre
stricted supplying countries fell into the 
global quota. Developing countries 
suggested that the scheme would would 

lead only to extra competition among 
supplying countries while leaving the 
domestic industries of importing coun
tries insulated from competition and 
market forces. They also questioned 
whether all. or just developing country, 
exporters would be covered and whether 
they could have confidence that at the 
end of the ten year period the global 
quota would really disappear. 

In reply, the United States said that 
the system would give the domestic in
dustry a clear signal that at the end of 
the ten-year transition there would be no 
restrictions or quotas other than those 
possible under GATT. Nevertheless, 
many detailed aspects of the proposal 
were for negotiation in the Round. 

Canada outlined a proposal whereby 
the MFA and all other measures incon
sistent with GATT would be terminated 
on 31 July 1991. Thereafter, during a 
transitional period, trade in textiles and 
clothing would be governed by special 
safeguard measures patterned on GATT 
Article XIX. as amended. These 
measures would contain two significant 
derogations; the first would allow access 
to safeguard action on the basis of mar
ket disruption or real risk thereof, while 
the second would provide that no com
pensation would be required for 
measures taken. Further elaboration on 
this proposal is anticipated at the next 
meeting on 5-7 March. 

• Dispute settlement 7 February 

Hong Kong maintained that the 
TNC (Mid-Term Review) decision 

of April 1989 on dispute settlement did 
not go far enough as regards the 
strengthening of third party rights, and 
suggested two improvements: firstly, 
that there should be a general right for 
third parties to receive the submissions 
of the disputing parties; and secondly, 
that third parties should be allowed to 
be present at the first substantive panel 
hearing. These ideas were countered by 
the view that the presence of a large 
number of third parties could complicate 
the solution of the dispute by turning the 
process into a kind of working party. If a 
third party had a real interest in a dis
pute, it could present itself at a co-com
plainant. 

Hong Kong also raised the related 
issue of third party obligations with re
spect to the consequences of adopting 
panel reports. It maintained that panel 
reports should not be binding on all 
contracting parties, only on those to the 
dispute. According to Hong Kong, the 
situation of third parties is not necess
arily the same as that of the parties to 
the dispute. Since the panel considers 
only the issues and arguments presented 
by the disputing parties, and third par-
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ties do not have full rights under the 
panel process they therefore should not 
bear the full consequences. Hong Kong 
further added that panels have not 
always reached the same conclusions in 
similar cases. In response, it was pointed 
out that if adopted panel reports could 
not be relied upon as agreed interpret
ations of GATT obligations, then this 
could lead to practical difficulties, in
cluding the need to establish in extreme 
cases a separate panel against each of 
the contracting parties. 

It was suggested by another delegation 
that a possible solution to the problem 
of deciding which interpretations in 
adopted panel reports have general ap
plication and which do not, may lie in 
the distinction set out in Article XXIII 
between a "ruling" and an "interpret
ation". 

The delegation of Switzerland 
presented its proposal on domestic im
plementation of trade rules and enforce
ment of governmental decisions related 
to international trade. The fundamental 
issue was how private persons and enti
ties could be protected from illicit 
governmental decisions affecting trading 
interests and rights. Three models to 
solve this problem were put forward by 
the Swiss delegation. One way could be 
to envisage countries undertaking to ap
ply GATT obligations directly under 
their national laws; another would be 
for countries to choose a limited number 
of obligations and apply them on a re
ciprocal basis; and a third, and preferred 
approach within the scope of the present 
negotiations, would be to reinforce the 
rights of private persons to procedural 
remedies under national laws relating to 
trade matters. Article X of the GATT, 
which already contained this idea in a 
limited form, could be expanded to cov
er all areas under the General Agree
ment and similar provisions could be set 
out in the Codes and any other agree
ments in the new areas. The obligations 
could be expanded to cover the rights to 
a fair hearing, a reasoned decision, ef
fective provisional measures, and effec
tive administrative or judicial review. 

The Swiss proposal also suggested that 
a further improvement to the predicta
bility of rights and obligations would be 
the creation of an obligation to frame 
national trade regulations in a manner at 
least as precise as the corresponding 
rules and principles of the GATT. The 
proposal acknowledged that the issue of 
implementation and enforcement in the 
GATT context could be discussed in the 
Negotiating Group on the Functioning 
of the GATT System, but maintained 
that it would be preferable to deal with it 
in the Negotiating Group on Dispute 
Settlement to ensure a better coordi
nation between the national and inter

national levels of dispute settlement. 
The subsequent discussion on the 

Swiss proposal concentrated primarily 
on the third model which some del
egations interpreted simply as a 
strengthening of Article X:3(b). Several 
problematic possibilities were expressed 
by one delegation, such as the possibility 
of private persons being able to chal
lenge governments on the GATT con
sistency of their measures: the status of 
foreign nationals; the creation of a series 
of individual rights beyond the scope of 
Article X:3(b) thus questioning the 
GATT as essentially an agreement be
tween sovereign states; and the status of 
domestic rulings vis-a-vis GATT panel 
rulings and recommendations. 

• Tropical Products 
13 February 

The Group established detailed pro
cedures and a timetable for the con

tinuation of negotiations which will en
able participants to be fully engaged in 
specific tariff-cutting negotiations by the 
end of April 1990. 

By 15 March, each participant will 
provide the Secretariat with a proposal 
giving due attention to the following key 
elements with regard to its respective 
tariffs and non-tariff measures on a line-
by-line basis : 
(a) Elimination of duties on unprocessed 

products; 
(b) Elimination or substantial reduction 

of duties on semi-processed and pro
cessed products, including the objec
tive of eliminating or reducing tariff 
escalation ; 

(c) Elimination or reduction of all non-
tariff measures affecting trade in 
these products. 

A summary of each participant's pro
posal should also be provided, together 
with a demonstration that the proposal 
is in conformity with the Mid-Term Re
view agreement concerning tropical 
products. The Secretariat will distribute 
these proposals simultaneously to all 
participants who have submitted them. 
Current nomenclatures will be employed 
and the base rates for the negotiations 
will be the bound m.f.n. rates and, for 
the unbound rates, the normally appli
cable rates in September 1986 (the date 
of the launching of the Uruguay Round). 

It was agreed that the negotiations 
would be conducted in a transparent 
manner and hence, all participants who 
have submitted proposals, would hold a 
first meeting no later than 25 April 1990 
to review and assess these proposals. The 
periodic review and assessment process 
will allow participants to determine 
whether individual proposals comply 
with the Mid-Term Review agreement. It 
will be based, inter alia, on documen

tation to be provided by the Secretariat 
using customary, recognized statistical 
methods. Market-access concessions 
made in other negotiating groups will be 
taken fully into account in assessing a 
participant's contribution to nego
tiations on tropical products. 

By 30 April, participants will endeav
our to exchange with the other partici
pants involved, and simultaneously sub
mit to the Secretariat, preliminary re
quest lists for improvements to adjust 
the proposals. 

It was agreed that all participants 
would engage in negotiations and make 
appropriate contributions towards 
achieving the objective of negotiations in 
tropical products in accordance with the 
relevant provision of the Punta del Este 
Declaration including those contained in 
its Part l.B. 

• Non-Tariff Measures 
14-15 February 

After lengthy consultations, the Non-
Tariff Measures Group adopted 

procedures for the negotiations. Partici
pants have agreed to use the following 
negotiating approaches, depending on 
the nature of the non-tariff measures: 
multilateral rule-making, multilateral 
formula and the request-and-offer 
method. Under the procedures, partici
pants should submit by 15 March re
quest lists which may then be subject of 
consultations. Initial offers in response 
to these lists should be tabled to enable 
negotiations to start in May. 

The Group will continue to consider 
proposals in two specific areas - pre-
shipment inspection (PSI) and rules of 
origin - in addition to the negotiations 
to liberalize non-tariff measures in gen
eral. 

The United States tabled a draft 
agreement which it said was aimed pri
marily at preventing trade distortions 
resulting from the use of PSI. It 
suggested that governments undertake 
certain obligations, including ensuring 
that companies undertaking PSI observe 
the following principles: non-discrimi
nation and national treatment, trans
parency, protection of confidential 
business information, avoidance of de
lays, and provisions contained in the 
GATT Customs Valuation Agreement. 
During the meeting, Austria proposed a 
multilateral framework, based on GATT 
principles, to avoid trade obstacles re
sulting from the use of PSI. It suggested 
that the activities of PSI companies be 
subject to authorization by a national 
authority of the exporting country. Sev
eral countries employing PSI reiterated 
that it was not a non-tariff measure per 
se and that, by preventing abuses like 

(Continued on page 8) 
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fraud and undervaluation of goods, it 
had enhanced trade. They expressed res
ervations about the US reference to the 
Customs Valuation Agreement, noting 
that many developing countries have not 
acceded to this agreement. 

On rules of origin, the European 
Community and Japan tabled new pro
posals. The Community proposed using 
the Kyoto Convention as the starting 
point of discussion (the 1973 
International Convention on the Simpli
fication and Harmonization of Customs 
Procedures). According to the EC. a 
possible GATT agreement in this area 
should only cover non-preferential trade. 
It suggested that in this Round, the 
Group should aim at reaching agreement 
on principles (it suggested the principles 
of non-discrimination, neutrality, trans
parency, predictability, consistency and 
legal certainty), leaving work on the ap
proximation of different rules or origin 
to be carried out separately in the Cus
toms Cooperation Council later. 

Japan presented an outline agreement 
on rules of origin. It proposed general 
disciplines such as not using rules of ori
gin to restrict trade, or to impair and 
nullify rights and benefits of GATT 
members. Japan also proposed that, with 
the objective of securing harmonization 
of rules of origin, the Customs Cooper
ation Council should be requested to 
submit to the Group studies on rules of 
origin by early Autumn. These studies 
would help participants in determining 
the "basic guideline" which would be the 
basis of post-Round work on the subject. 
Both Japan and the EC proposed the es
tablishment of a Committee on Rules of 
Origin. In the discussion, several partici
pants noted that the proposals on the 
table have many points in common. 

• Agriculture 13-14 February 

At a relatively short meeting, the 
group discussed the detailed pro

posals submitted for the achievement of 
the long-term objectives of the nego
tiations and undertook an initial exam
ination of ideas presented by Israel. 

In its submission, Israel stated that the 
process of reform in agriculture should 
not deprive developing countries of the 
tools necessary for successful agricul
tural development. Thus, with respect to 
market access, the negotiations should 
concentrate on serious cases of market 
restrictions. It should be recognised that 
for small domestic economies efficiently 
producing large quantities of produce 
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for export, non-tariff restrictions on im
ports are essential. And while export 
subsidies should not be used to export 
surpluses of products produced under 
domestic subsidy or support program
mes, a list should be drawn up of non-
trade-distorting export measures which 
would be permissible. Israel also 
suggested that the intention should not 
be to remove domestic subsidy pro
grammes for national or regional devel
opment purposes but to "level the play
ing field" to an agreed ceiling, based on 
an aggregate measure of support. 

With regard to the future work of the 
group, the Chairman said he would con
sult informally on all elements of the 
long-term reform process. At the same 
time, the Secretariat would seek, by the 
next meeting, greater clarification and 
elaboration of elements of the detailed 
proposals submitted since the Mid-Term 
Review. 

• Trade in Services 
16,18 and 19 January 

Following intensive consultations by 
the chairman of the GNS the Group 

was able to agree a detailed schedule of 
work which should culminate in the 
completion of a draft framework in July. 

The 26 February - 2 March meeting 
will concentrate on the structure of the 
framework (essentially its initial cover
age and the techniques for progressive 
liberalization) as well as looking at 
statistical questions and the roles of 
other international service sector ar
rangements. The meeting at the end of 
March will cover structure the mech
anics of liberalization undertakings in
cluding the nature of initial commit
ments; definitions; increased partici
pation of developing countries in the 
services sector and institutional issues. 

The Group's May meeting would in
troduce for discussion the identification 
of sectors requiring annotations in the 
framework and the nature of such anno
tations. It would also include the initial 
presentation of the kinds of progressive 
liberalization undertakings that may be 
pursued by participants. The June met
ing would continue the process of 
exploring all areas of the framework. 
Following completion of the draft 
framework in the July meeting, it would 
be submitted to a legal drafting group. 

At the January meeting, India 
presented its ideas on the elements of a 
multilateral framework, laying particular 
emphasis on the position of developing 
countries. With respect to progressive 
liberalization, India saw the process be
ing governed by a number of principles : 
conformity with national policy objec
tives; conformity with development and 
technological objectives; expansion of 

services exports of developing countries; 
flexibility for developing countries to 
open fewer sectors or fewer types of 
transactions; security and other excep
tions. 

India suggested that the principle of 
national treatment should be a long-
term objective and not an immediate 
obligation. Exceptions to an mfn 
provision would be allowed for the grant 
of preferences by developed countries to 
developing countries and for exchange 
of preferential concessions among de
veloping countries. In the context of 
market access, developing countries 
would be free to impose entry and 
operating conditions on foreign service 
providers as well as to provide preferen
tial treatment - in the form of tax dif
ferentials, market share reservations, 
government procurement preferences, 
financial incentives, levies or surcharges 
on foreign service suppliers etc. - to 
domestic service providers. 

India also outlined a number of ap
proaches to secure the increasing 
participation of developing countries in 
service sector activity. These included: 
the relaxation of restrictions (immigrati
on regimes) on the international flow of 
labour; requirements on foreign service 
providers to transfer technology and 
know-how and to build up the export 
earning capacity of domestic services 
enterprises; and the facilitation by de
veloped countries of market access for 
services exports of developing countries 
including improved access to distri
bution channels and information net
works. 

As well as discussing the Indian pro
posal specifically, the Group had a more 
general discussion about the options 
available for the treatment of developing 
countries and the promotion of their 
service sectors. • 

T r a d e (continuedfrom page 1) 

Eastern Europe and the USSR experi
enced a significant drop in the growth of 
their trade (exports plus imports) in 1989 
relative to 1988 and, in some cases, for 
the third consecutive year. The next is
sue of Focus will contain the Secretariat's 
detailed analysis on the subject. • 
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