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GATT dispute settlement stymied 
by non-implementation of reports 
Council Chairman Lars E. R. Anell 

is set to consult with the world 's 
four biggest t raders - the United 
States, the European Community, 
Japan and Canada - on how to 
unblock implementat ion of five 
adopted panel reports . "The situa
tion is serious and could get worse," 
Mr. Anell (Sweden) said at the 
Council meeting on 24 April. The 
world's four leading t raders are 
involved as defendants in these five 
dispute-settlement cases. 

The only starting point of the private 
consultations, the Chairman said, 
would be that "these panel reports 
concerned measures taken under 
existing treaty obligations". 

Losing parties have linked directly 
or indirectly, implementation of the 
five adopted panel reports to the out
come of the Uruguay.Round, in effect 

postponing changes to measures found 
GATT-inconsistent until the conclu
sion of the negotiations. The Round, 
originally scheduled to end in De
cember last year, resumed in Februa
ry but no new deadline for comple
tion had been fixed. 

The problem of non-implementa
tion of panel recommendations came 
up during the discussions on three 
adopted reports (see below). In effect, 
it was a continuation of a debate on 
the state of the GATT dispute-sett
lement mechanism held the previous 
day (see article on page 11). 

Argentina said that a situation where 
members do not adopt or implement 
panel reports was tantamount to a 
paralysis of the GATT system. Chile 
noted that when consensus was not 

(Continued on page 12) 
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ENCOURAGING REFORM : Director-General Arthur Dunkel (centre) opens the first Special 
Trade Policy Course aimed at assisting the integration of Central and East European 
countries into the multilateral trading system. Financed by the Swiss Government, the 
course takes place in Geneva from 27 May to 26 July and involves 24 officials from Bulgaria, 
Czechoslovakia, Hungary, Poland, Romania, the USSR and Yugoslavia. With Mr. Dunkel 
are Swiss Ambassador William Rossier (at his right) and GATT directors Mr. M. Hamid 
(Training), Mr. A. Campeas (Tariffs) and Mr. T. Konate (Technical Co-operation). 
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Reorganization of GATT 
Secretariat 16 

Uruguay Round 
structure 
streamlined 
M eetings of the three main ne

gotiating bodies of the Uru
guay Round, on 25 April, took note 
of a new group structure and chair
men for the next phase of work. 
Mr Ar thur Dunkel, told the Trade 
Negotiations Committee that the 
new structure was "flexible and 
result-oriented" and that it was 
"designed to encourage substanti
ve negotiations and to help achieve 
political breakthroughs with the 
minimum delay". 

"If we are to prevent a situation 
of drift in the negotiations, it is clear 
that we should be making substantial 
progress in the negotiations in the 
three months that we have before the 
summer break",commented Mr Dunkel. 
"The new structure is, in a sense, a 
signal that we have shifted gear", he 
added. (Continued on page 16) 
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Council reviews trade 
policies of the EC, 
Hungary and Indonesia 

T he Council has completed the 
fourth round of reviews under 

the GATT Trade Policy Review 
Mechanism (TPRM) with a com
prehensive examination of the trade 
regimes of the European Commu
nities (15-16 April), Hungary (17-
18 April) and Indonesia (25-26 April ). 

The TPRM was among the early 
results of the Uruguay Round agreed 
at the Mid-Term Review, and was 
adopted by the GATT Council on 
a provisional basis in April 1989. 

THE EUROPEAN 
COMMUNITIES 

M any Council members stressed 
the important role of the EC 

in the multilateral trading system, 
both as a market and as a source for 
goods traded internationally, and as 
one of the trendsetters in trade policy. 
This role called for effective leadership 
to the benefit of all contracting par
ties. Council members emphasized 
the particular need for transparency 
in the Communities' policies having 
regard both to the importance of the 
Communities and the complex and 
multi-layered process of trade policy 
formulation and implementation. A 
number of questions and requests for 
additional information were addressed 
to the Communities with respect to 
various aspects of its trade policies 
and practices. 

The Council noted that the EC trade 
régime was in a process of rapid 
transformation. This process resul
ted from a variety of initiatives, inclu
ding the Uruguay Round; the Single 
Market programme; and ongoing 
European integration through nego
tiations on an European Economic 
Area and on association agreements 
with countries in central and eastern 
Europe. Many participants empha
sized that regional liberalization 
should be conceived as a step towards 
freer trade at the global level, and 
that internal liberalization must go 
hand in hand with external libera-

The first three rounds of reviews 
had covered the following countries: 
Australia, Morocco and the United 
States (see Focus No. 68): Colombia 
and Sweden (Focus No. 72): and 
Canada. Hong Kong, Japan and New 
Zealand (Focus No. 74). 

The next round of reviews, cove
ring Thailand and Chile, will be held 
on 2-5 July. 

Under the mechanism, the Council 
examines, at periodic special mee
tings, the impact of each member's 

lization of the EC trade régime in 
order to support and develop the 
multilateral trading system. 

Example of benefits 
from liberalization 

Some members noted that the 
process of EC integration provided, 
on a regional basis, a valuable exam
ple of the benefits that could be 
gained from broader multilateral li
beralization and cooperation. Over 
the past three decades, trade among 
EC member States had expanded 
very rapidly as compared to trade 
with third countries. It was therefore 
welcomed, and considered reassu-

trade policies and practices on the 
multilateral trading system. The four 
largest trading entities (the EC coun
ting as one;, in terms of trade market 
share, are subject to review every two 
years, the next sixteen countries every 
four years, and other GATT mem
bers every six years with some flexi
bility in the case of the least-developed 
countries. 

The following are the Chairman's 
summaries of the Council discus
sions: 

ring, that the EC had expressed full 
support for further developing and 
strengthening the multilateral 
system and bringing the Uruguay 
Round to a successful conclusion. 

Participants recognized that the 
incidence of tariffs and non-tariff 
measures over a wide range of in
dustrial products in the Communities 
was relatively low. The high level 
of tariff bindings was noted. 

The positive attitude of the EC in 
avoiding unilateral approaches to 
dispute settlement was emphasized. 

Several Council members ack
nowledged that a number of recent 
policy changes had increased the 

A family grocery near Assisi, Italy : The EC Common Agricultural Policy may have assured 
bountiful supply of food for EC consumers, at considerable cost. However, GATT members 
also point to its distortive effects on international markets. 
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transparency of certain EC trade 
regulations and procedures, and 
improved market access to the 
Communities. This applied, for 
example, to some aspects of stan
dardization. Some trade restrictions 
which had been in conflict with the 
GATT had also been lifted in recent 
years. These included the elimina
tion of unilateral quotas, mostly of 
a discriminatory nature, by several 
EC member States. 

While recognizing the market-
opening effects of regulatory chan
ges in the Single Market context, it 
was emphasized that there was need 
to ensure that the dynamic process 
of harmonizing EC legislation or 
regulations would not favour harmo
nization at the most restrictive levels 
existing among member States. 
Members of the Council welcomed 
the fact that the movement towards 
a Single Market had not been accom
panied by an increase in protection. 
But concerns were expressed about 
possible future developments, inter 
alia in the area of standardization. 

Many Council members questio
ned whether reform efforts by the 
EC and by member States, some of 
which are linked to the EC's con
tribution to the Uruguay Round, in 
traditionally highly protected sectors 
were far-reaching enough, given the 
Communities' responsibilities as one 
of the key players in the GATT system. 
In this context, particular concern 
was expressed with respect to agri
culture, coal, textiles and clothing, 
steel, automobiles, and some high-
technology industries. 

Concerns about trade 
distortions due to CAP 

Several Council members called 
particular attention to the distortions 
created in world markets by the operation 
of the Common Agricultural Policy. 
High support prices, underpinned b\ 
variable levies, had led to excess 
production of many temperate-zone 
agricultural products, at considera
ble cost to consumers and taxpayers. 
The variable levy system had virtual
ly blocked market access for many 
efficient third-country exporters, 
including countries whose economies 
were more heavily dependent on 
agriculture than those of the EC. 
Subsidized exports contributed to 
depressing and destabilizing world 
markets for many products, thus shifting 
the adjustment burden to other tra-

The European Communities 
in world trade 

The European Communities form the 
world's largest importer and exporter 

of merchandise. Including trade among 
member States (internal trade), the EC 
accounted for 38 per cent of merchandise 
traded internationally in 1989, up from 23 
per cent in 1958 when the Treaty of Rome 
became effective. This expansion in market 
share reflects both rapid growth of internal 
trade as barriers to trade among member 
States were lifted and the progressive 
enlargement of the EC from six to twelve 
member States. 

Excluding trade among member States, 
one fifth of world trade originated from 
or was destined for the EC in 1989, slightly 
less than the twelve EC members as a group 
had accounted for three decades ago. Ex
ternal exports and imports of the twelve 
EC members, as a group, thus expanded 
less than world merchandise trade and, in 
particular, the Communities' internal trade. 
The share of external in total merchandise 
trade of the twelve countries declined sharply 
from 63 to 40 per cent between 1958 and 
1989. 

While less dynamic than internal trade, 
external trade has been of major economic 
importance for the EC. In 1989, external 
exports of merchandise worth ECU 413 
billion corresponded to 9 per cent of the 
EC's GDP and external imports worth ECU 
447 billion to 10 per cent. The external 
trade to GDP ratio of 19 per cent in 1989 
exceeded that of the United States and 
Japan, even though the Communities' internal 
market is larger. 

Trade in services and foreign direct in
vestment at home and abroad add to the 
external economic dimension of the EC. 
In the 1980s, the Communities' external 
trade in commercial services expanded more 
rapidly than external merchandise trade, 
to reach an estimated ECU 118 billion for 
exports and ECU 108 billion for imports 
in 1988. Available information also sug
gests expansion of foreign direct invest
ment links between the EC and its trading 
partners in recent years. This expansion 
was attracted by economic prospects in 
Europe and fostered by financial deregu
lation, but possibly also induced by uncertainty 
about conditions of future access to EC 
markets. Investment links with the United 
States have been particularly strong. 

The United States has also been the 
Communities' single most important tra
ding partner, with a share of about 19 per 
cent in external exports and imports of 
merchandise in 1989. While in the 1980s 
merchandise trade between the EC and the 
United States lagged behind the Commu
nities' trade expansion with other trading 
partners, trade relations with Japan developed 
dynamically. Within a decade, Japan's share 
doubled to reach 10 percent oftotal external 
imports of merchandise and 5 per cent of 
total external exports. Despite the rapid 
growth of exports to Japan, Austria. Sweden 
and Switzerland each remained larger outlets 

for merchandise made in the EC. As a 
group, EFTA countries were the market 
for close to one third of external exports 
of the EC and the source of more than one 
quarter of external imports of merchandise 
in 1989. 

The developing countries are even more 
important trading partners. However, their 
shares in external merchandise trade de
clined from 44 (exports) and 45 (imports) 
per cent in 1981 to 32 and 31 per cent 
in 1989. This development reflects the decline 
in the ECU value of EC trade with pe
troleum exporting developing countries, in 
particular in the Middle East, and with 
heavily indebted developing countries in 
Latin America and Africa. EC imports and 
exports in merchandise trade with Asian 
developing countries doubled during the 
same time, boosting their share in external 
exports to 11 per cent and in external imports 
to 12 per cent in 1989. These countries, 
as a group, have become more important 
trading partners for the EC than central and 
eastern Europe. 

The average figures for the EC as a whole 
mask a wide variation of trade levels and 
intensities among member States. In 1990, 
trade to GDP ratios ranged from 12 per 
cent (Spain) to 62 per cent (Belgium-
Luxembourg) for merchandise exports and 
from 18 per cent (Italy) to 64 per cent 
(Belgium-Luxembourg) for imports. As re
gards the importance of extra-Community 
trade in five smaller countries (Belgium, 
Luxembourg, Ireland, the Netherlands, 
Portugal), external exports represent less 
than 30 percent oftotal exports of merchandise. 
France has the weakest extra-Community 
trade links among the larger member States, 
with external exports accounting for close 
to two-fifths of total exports of merchan
dise. The share of external in total trade 
is particularly high for Denmark and the 
United Kingdom, reflecting in part their 
historical EFTA relations and. in case of 
the United Kingdom, the ties to the 
Commonwealth. 

Specialization in overall international trade 
also differs substantially among member 
States. For example, according to the 
breakdown of trade into eighteen major 
product groups routinely used by the GATT 
Secretariat, automotive products ranked top 
in the export baskets of Belgium. Germany 
and Spain in 1988, with exports having 
expanded at above average rates in the 
1980s. In Denmark. France. Greece. Ire
land and the Netherlands, food products 
were the leading export item, even though 
export performance had been below average 
in the 1980s. For Greece and Portugal, 
clothing alone accounted for about one fifth 
oftotal merchandise exports in 1988. Import 
patterns show a similar spread. This variety 
in trade interests among member States is 
an important factor behind the design and 
conduct of the external trade policies of 
the EC and, ultimately, the Communities' 
positions in the GATT system. • 
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ding partners. The consistency between 
the EC's policy approach in agricul
ture and its own objective, under the 
Treaty of Rome, "to contribute, in 
the common interest, to the harmonious 
development of world trade" was 
called into question. It was also 
suggested that the Common Agricul
tural Policy was having an adverse 
impact on the quality of the envi
ronment. Overall, it was emphasized 
that what was involved was a structural 
change in agricultural policies. The 
hope was expressed that present 
proposals for reform of the Common 
Agricultural Policy would remove many 
of the distortions and help pave the 
way for a successful conclusion of 
the Uruguay Round. 

Mention was also made of the 
complexity of the EC's current ré
gime in the textiles and clothing sector 
and the internal procedures for quota 
allocation among member States. The 
enlargement of the EC Single Market 
through German unification should 
involve quota increases for MFA and 
other restrained suppliers. Reference 
was also made to the need for avoiding 
any adverse effects from the process 
of German unification on trading 
partners more generally. 

Attention was drawn to the fact 
that, although many tropical products 
entered duty free, the average level 
of tariffs on agricultural products were 
substantially higher than that for 
manufactures. National revenue taxes, 
particularly on tropical products such 
as coffee and cocoa, denied exporters 
the benefit of low or zero tariffs, and 
restricted consumption. Some of these 
had been increased recently. Infor
mation was sought on future changes 
in the régime for certain tropical 
products, including notably bananas. 
Widespread tariff escalation in the 
area of natural resource-based pro
ducts made it particularly difficult 
for developing countries, and others, 
to diversify their economies into higher 
value-added activities. More gene
rally, numerous non-tariff measures 
maintained by the EC reduced the 
value of tariff bindings. 

Participants highlighted the pro
pensity of the EC to respond to struc
tural adjustment problems by sector-
specific approaches to trade policy. 
The minimal use by the Communities 
of safeguard action under Article 
XIX of the GATT as compared to 
the large number of selective res
traint arrangements and anti-dumping 
measures was noted. 

In this connection, considerable 
interest Focused on export restraint 
arrangements. It was stated that these 
measures lacked transparency and were 
discriminatory, being usually targe
ted on the most competitive third-
country suppliers. Many participants 
regarded this area as a particularly 
worrying feature of EC trade poli
cies, being at odds with the EC com
mitment to a free and open multi
lateral trading system. Smaller tra
ding partners were in an unequal 
bargaining position in dealing with 
demands for restraints from a trading 
power like the EC. 

Many Council members viewed with 
concern the frequent recourse to anti
dumping procedures by the Commu
nities. Reference was made to arbi
trary methods used for determining 
injury and calculating anti-dumping 
margins, and to the excessive length 
of time taken forinvestigations. Several 
participants considered that these 
procedures were used as an elastic 
instrument of industrial policy rather 
than a legitimate defence against 
dumping, and they suffered from a 
lack of transparency. The low share 
of trade affected by definitive anti
dumping duties did not reflect the 
real impact of the policies on indi
vidual trading partners, including the 
uncertainties and disruption genera
ted by the threat of investigation. 
Anti-dumping procedures had ap
parently been a factor in the proliferation 
of grey-area measures. 

Reference was also made to the 
large element of discretion in the use 
of rules of origin by the EC which, 
it appeared to some participants, was 
calculated to influence decisions to 
invest and produce in the Communities. 

Many Council members commen
ted on the complex hierarchy of pre
ferential trade agreements and trade 
schemes developed by the EC. They 
noted that there had been an increase 
in the proportion of the Communities 
external trade covered by such ar
rangements. The various preference 
schemes implied a considerable degree 
of differentiation in the treatment given 
to different suppliers. The element 
of differentiation would be accentua
ted with the new arrangements for 
the establishment of a European 
Economic Area and for the associa
tion of the eastern European coun
tries. Some participants stressed the 
contribution made by the EC's re
gional arrangements to the develo
pment and diversification of their 

economies. Some members empha
sized the value of comprehensive 
regional trade liberalization in assisting 
the transition of their economies tow ards 
a market system. 

While recognizing the benefits of 
the Communities' GSP scheme, some 
participants highlighted the complexity 
of its rules, including rules of origin; 
the exclusion of certain product areas: 
and the tariff quotas applied to sensitive 
products. 

Council members sought more 
specific information on trade poli
cies and practices at the level of member 
States. They asked whether proce
dures at Community level were 
sufficient to coordinate and control 
all trade-related policies by member 
States, and whether there were adequate 
mechanisms at Community level for 
the review of such policies. Despite 
disciplines at the EC level, national 
subsidies in trade-related areas were 
still widespread. Numerous direct and 
indirect trade-distorting measures 
appeared to be in place at the national 
level. The hope was expressed that 
the S ingle Market process would lead 
to a complete phase-out of such 
measures, including supportive res
trictions under Article 115 of the Rome 
Treaty, rather than their transforma
tion into EC-wide quotas. National 
and Community preference was seen 
as an inhibiting factor for trading 
partners' access to the public procu
rement market, representing some 15 
per cent of Community GDP. 

It was suggested that the complex 
pressures operating on policy formu
lation in the Communities made highly-
desirable the establishment of an 
independent review body to assess 
the impact of trade policy measures 
as a whole. It was also suggested that 
the policy-making mechanisms should 
permit trading partners' views to be 
taken into account before decisions 
were taken. 

Responding to these comments and 
questions, the representative of the 
European Communities emphasized 
the unique nature of the process of 
EC integration, and the fact that the 
Communities' policies were in rapid 
change. This process was expected 
to induce higher economic growth 
in the EC, and thus boost import 
demand. In his view, this process 
would lead to a more streamlined and 
libera] EC trade régime, to the advantage 
of all contracting parties. For exam
ple, the principle of mutual recogni
tion would open access to the markets 
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of all member States once a product 
was accepted on one EC country. 

Guiding principles for EC action 
on environment were set out in Article 
36 of the Treaty of Rome, which 
mirrored very closely Article XX of 
the GATT. 

Looking at the development of 
external versus internal trade flows 
would give no clue to the effects of 
the Communities' trade régime. The 
longer-term development of imports 
into the EC, including imports from 
developing countries, would stand 
up well against the import perfor
mance of other major world traders. 

The Communities viewed regional 
liberalization as a complement to, 
and as a way of promoting, multi
lateral liberalization. The negotiations 
on an European Economic Area were 
still underway. To comment on the 
results would be premature. The 
Communities had been at the centre 
of assisting central and eastern European 
countries in their reform process over 
the past eighteen months. The on
going negotiations on association 
agreements with countries in central 
and eastern Europe would, it was 
hoped, make a major contribution to 
European political stability. The results 
would be presented to the GATT. 

The great variety in the importance 
of agriculture to individual EC mem
ber States needed to be taken into 
account, which was an important 
factor in shaping the Common 
Agricultural Policy. The Communities 
were completely convinced of the 
need forreform. The EC had subscribed 
to the agreed objectives of the Uruguay 
Round in this area, and was seeking 
a balance in results among negotia
ting partners. Internal efforts of agri
cultural reform were also underway, 
however, there was no direct link 
with the Round. At this stage only 

,4 new shipment of 
bananas : concerns 
about a complex 
hierarchy of prefe
rential agreements. 

preliminary indications could be given 
of the Commission's general orien
tation as regards possibilities for policy 
reforms; these included, in the light 
of unsatisfactory results of earlier re
form approaches, a rethinking of the 
objectives of agricultural policies. The 
EC accepted the responsibilities 
resulting from the interdependence 
of agricultural markets worldwide. 
Traditional elements of price and output 
control would continue to have a central 
role, but more emphasis would be 
put on direct aid and income aid. In 
cereals, the objective would be to 
reduce prices to the level of com
petitive imports, compensation up to 
certain limits being paid to farmers 
for income losses. This approach would 
also be applied to some other pro
ducts. In the dairy sector, the present 
quotas would have to be reduced, 
through a case-by-case approach, to 
balance supply and demand. For the 
sugar, tobacco and the livestock sector, 
reforms of a comparable nature would 
be envisaged in the near future. The 
agrimonetary system would have to 
be reviewed in the light of the EC 
movement towards monetary and 
political union. 

Agriculture was not completely 
excluded from preferential arrange
ments. In this context, no sector was 
excluded as such. 

The resort to export restraint ar
rangements by the EC was someti
mes overestimated. Although the 
Communities regarded such arrange
ments as a convenient way of resol
ving trade problems with particular 
suppliers, many of the measures 
involved import surveillance or export 
monitoring rather than quantitative 
restrictions. Also, it was well known 
that the Communities' policy in this 
area was related to the long-standing 
discussion of Article XIX reform. 

The EC would agree to phasing out 
grey area measures if the Uruguay 
Round led to a satisfactory new 
safeguard agreement. 

Insofar as the use of anti-dumping 
measures was concerned, the com
plaints regarding lack of transparen
cy were exaggerated. Formal inves
tigations were undertaken only if 
complaints by affected parties were 
sufficiently substantiated, and the 
amount of trade affected remained 
limited. The uncertainty created was 
not altogether unrelated to objective 
factors. 

The Communities had always res
pected its obligations to notify sub
sidies within the GATT. These 
obligations should not be confused 
with EC internal requirements which 
went beyond the scope of GATT. 

Some of the concerns expressed 
concerning standards setting and the 
recognition of testing and certifica
tion in the context of the move towards 
a Single Market were unfounded. 
Further work on standards would be 
based on the concept of essential 
requirements rather than an approach 
of harmonization. 

National restrictions within the EC 
were only approved if they were 
consistent with Community legisla
tion. Quotas were established at the 
national level; information would have 
to be sought from individual member 
States. The use of Article 115 of the 
Treaty of Rome was strictly control
led by the Commission. Many of the 
member States' restrictions would be 
eliminated with the completion of the 
Single Market process, even though 
some decisions still had to be taken. 
Except for motor vehicles, it was 
difficult to envisage cases where national 
restrictions would be transformed into 
measures at the EC level. 

Conclusions 
In conclusion, the Council recogni

zed that substantial progress had been 
achieved in the Single Market con
text. It was important to ensure that 
internal trade policy reform in the 
EC served as a catalyst for current 
efforts to strengthen the multilateral 
trading system. In framing its trade 
policies the EC should ensure that 
they develop-ed in a manner consis
tent with basic GATT principles. In 
this con-text, the Communities had 
a major contribution to make to the 
Uruguay Round, and to a further 
reinforcement and strengthening of 
the global trading system. • 
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Hungary's trade 
Exports Imports r ^ 

Developed 

countries 

Developing 

countries 

Eastern 

trading area 

C ouncil members expressed 
strong appreciation and support 

for Hungary's efforts to establish a 
market economy and the considera
ble liberalization steps already 
taken. New measures and policies 
had recently been introduced, or an
nounced, by the Hungarian Govern
ment to accelerate and intensify the 
reform process. Hungary's determi
nation to pursue these reforms was 
particularly noteworthy in view of 
the profound structural changes re
quired and the major problems of 
economic and monetary imbalances 
which had to be addressed. The inte
rest of the Hungarian experience for 
other countries which were seeking 
a similar transition towards a market 
economy was emphasized. 

Major systemic changes had taken 
place in Hungary's political and 
economic institutions since 1989. The 
approach to political and economic 
reforms was fundamental and com
prehensive. It involved major char
ges in trade policy ; reduction of sub
sidies; establishment of a capital 
market; liberalization of the invest
ment régime; and large-scale priva
tization. The Programme for Natio
nal Renewal also included the ob
jective of making the forint fully 
convertible by 1994. These steps were 
being supported by prudent fiscal and 
monetary policies. 

Painful economic 
adjustment 

The process of domestic economic 
adjustment was painful, involving 
problems of economic growth, 
unemployment, inflation and debt. 
The economic difficulties in Eastern 
Europe and the Soviet Union had 
caused a sharp decline in Hungary's 
trade with its former CMEA partners. 
However, the reforms had already 
shown tangible results, in particular 
a substantial increase in trade with 
market economies, an emerging tra
de surplus and rapid growth in the 
number of joint ventures with foreign 
partners since 1988. 

Members of the Council recogni
zed that a supportive external envi
ronment was crucial for the success 
of Hungary's reforms. Despite recent 
improvements in access to the markets 
of some of Hungary's major trading 
partners, a number of key export 

products, such as food, steel and 
textiles, faced serious trade barriers 

abroad. A strong open multilateral 
trading system was of critical impor
tance in view of Hungary's high degree 
of dependence on trade, and its efforts 
to diversify markets and to open its 
economy to international competi
tion in goods and services. In this 
respect. Council members noted the 
active and constructive role of Hungary 
during the Uruguay Round negotia
tions and expressed appreciation of 
the fact that Hungary was the first 
central and eastern European country 
to have submitted its trade policies 
for review under the TPRM. 

The broad thrust of Hungary's trade 
policy reform, under which non-tariff 
measures were being replaced by 
price-related instruments and were 
welcomed by many participants. In 
particular, substantial reductions in 
import licensing requirements had 
been made by Hungary in a very short 
period of time. 

Concerns 
At the same time, Council mem

bers sought clarification and expressed 
concerns in a number of areas where 
further reform would assist in the full 
integration of Hungary into the 
multilateral trading system. 

Several members noted that in
creased transparency in the areas of 
import licensing, the consumer food 
quota and the operation of state 
enterprises, backed up by an appro
priate institutional framework, 
could serve as a counterweight to the 
discretionary powers of the Govern
ment. Members also noted the impor
tance of transparency with respect to 
the reform process and encouraged 
Hungary to provide detailed infor
mation on a continuing basis. 

A number of questions were asked 
about sectoral policies, including the 
forms, timing and trade impact of 
possible changes in sectoral protec
tion. Details were sought on the new 
agricultural import régime to be im
plemented in the near future. Concern 
was expressed about the selective 
approach taken by Hungary in its 
new safeguards legislation. 

A number of points were made 
regarding the remaining import li
censing measures and the global 
quota on consumer goods. Informa
tion was sought on the size and the 
allocation of quotas. It was noted that 
the consumer goods quota affected 
some products of particular export 
interest to developing countries. 
Hungary was asked whether it could 
provide a schedule for the phase-out 
of these measures. 

Some members noted that the 
combined effect of charges on im
ports into Hungary other than tariffs, 
notably the customs clearance fee, 
the statistical fee and the import licen
sing fee, was substantial and that 
these charges discriminated against 
imports. 

Questions were asked about Hun
gary's current subsidy policies and 
practices, in particular export sub
sidies for agricultural products. Some 
members noted that export subsidies 
were often used as a means to counter 
such measures by trading partners 
and expressed the hope that this 
issue would be resolved in the 
framework of the Uruguay Round 
negotiations. Hungary was encou
raged to consider acceding to the 
Tokyo Round Subsidies Code. 

Several Council members called 
attention to the continuing high level 
of State participation in the Hunga
rian economy. Clarification was 
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sought regarding the share of imports 
effected by State-owned enterprises 
and the influence of the Government 
on decis ion-making in such firms. 
While recogniz ing the transit ional 
adjustment p rob lems which might 
result, the importance of moving ahead 
with a progressive reduction in the 
role of Sta te-owned enterprises was 
emphasized. 

A n u m b e r of m e m b e r s felt that 
Hungarian Government procurement 
p o l i c i e s and p r a c t i c e s w e r e not 
sufficiently transparent. Clear regu
lations in this important area would 
promote efficiency and help to de
velop trade. It was suggested that 
Hungary should consider jo ining the 
Government Procurement Code . 

In view of the sharp decl ine in 
Hungary 's trade with other former 
C M E A members, questions were asked 
regarding the economic impact of the 
decline on Hungary and the future 
of cooperation with countries of eastern 
and central Europe and the USSR. 
Information was sought on the con
ditions under which such trade was 
now carried out, including the cove
rage of the indicative list of products 
established in the trade agreement 
with the USSR. Details were reques
ted regarding the proposed free-trade 
area among Hungary, Poland and the 
Czech and Slovak Federal Republ ic . 

It was noted that substantially all 
of Hungary ' s trade was conducted on 
an m.f.n basis. Quest ions were raised 
concerning the possible trade effects 
of the association agreement which 
Hungary intended to conclude with 
the European Communi t ies and of the 
free-trade area agreements Hungary 
intended to sign with the member 
countries of the EFTA. Hungary was 
encouraged to maintain and strengthen 
its trading relations with other con
tracting parties. 

Attention was drawn to the low and 
declining level of Hungary 's imports 
from developing countr ies , despite 
the very liberal G S P scheme main
tained by Hungary . Members asked 
for further information on these trade 
flows and the reasons for the rela
tively low level of trade. 

Hungary's reply 
In reply to these ques t ions and 

c o m m e n t s , the r e p r e s e n t a t i v e of 
Hungary thanked the Counci l mem
bers for their recognit ion, encoura
gement and support for his country 's 
trade policies. The statements made 
would help to enhance the confidence 

Hungary in 
W ithin current efforts to raise eco

nomic efficiency as a key to 
resolving Hungary's economic difficul
ties, trade policy reform is an important 
element. As a small economy with relati
vely poor raw material and energy 
resources, Hungary is heavily depen
dent on foreign trade. In 1989, its 
merchandise exports and imports each 
corresponded to about one-third of GDP. 

In global terms, Hungary belongs to 
the smaller trading nations. In 1989, the 
country ranked 47th among world ex
porters and 49th among world importers. 
Its share in world merchandise trade 
was 0.3 per cent, down from 0.45 per 
cent in 1980. The decline in world market 
share is related to the framework in 
which part of Hungary's trade was 
conducted until the end of 1990, and 
in particular to the way in which this 
framework developed in the 1980s. 

As a result of the geopolitical changes 
after World War II. a centrally planned 
economy was introduced in Hungary 
and the country became a member of 
the Council of Mutual Economic Coo
peration (CMEA) in 1949. Within the 
CMEA, Hungary developed a range of 
manufacturing industries. Manufactu
res made in Hungary, in particular 
machinery, transport equipment and other 
capital goods were exchanged against 
energy and raw materials produced by 
other CMEA members, mainly the Soviet 
Union. By contrast, Hungary's mer
chandise exports to market economies 
were mainly limited to raw materials, 
semi-finished products and food, whose 
world market demand was expanding 
relatively slowly during the 1980s. 

For almost four decades, CMEA 
countries accounted for well over one-
half of Hungary's merchandise trade. 
Except for a minor part, this trade was 
settled in non-convertible currency 
(transferable rouble accounting). Hun
garian companies engaged in bilateral 
CMEA trade were not exposed to com
petition, as trade was based on bilateral 
annual delivery obligations at fixed 
quantities and prices. Poor product quality 
resulted, adding to Hungary's difficulties 
in increasing exports settled in convertible 
currencies. 

Following several years of weak trade 
performance, the volumes of Hungary's 
merchandise exports and imports decli
ned by more than 5 per cent in 1990. 
An estimated 27 per cent drop in exports 

world trade 
settled in non-convertible currencies more 
than offset the estimated increase of 13 
per cent in the volume of convertible 
currency exports. The volume of im
ports from convertible currency sources 
increased by an estimated 4 per cent 
in 1990, while import volume from non-
convertible currency sources is estima
ted to have declined by 18 per cent. 

The forint value of Hungary's trade 
increased by an estimated 6 per cent 
in 1990, with convertible currency trade 
increasing substantially and non-con
vertible currency trade contracting strongly. 
As a result, the share of the Soviet Union 
and other CMEA countries in Hungary's 
trade, on a declining trend since 1986, 
was reduced further to less than one-
third in 1990. At the same time, Hun
gary's trade with developed market 
economies increased to about 60 per 
cent of its total merchandise trade. 
Developing countries continued to ac
count for about 7 per cent of merchan
dise trade. 

Several factors have contributed to 
this major change in Hungary's trade 
patterns. Successive real devaluations 
of the forint vis-à-vis convertible cur
rencies (since 1985), coupled with the 
weak Hungarian market and, more re
cently, plummeting demand for Hun
gary s exports to the CMEA area, stimulated 
exports to the developed market eco
nomies. Imports from CMEA members 
to be paid in hard currencies were also 
reduced. This trend is expected to continue 
in the years to come. 

Since the beginning of 1990. exports 
to market economies have also been 
facilitated by trade policy measures in
troduced by Hungary's western trading 
partners. In particular. GSP treatment 
for Hungarian exports was introduced, 
quotas established by the EC under 
voluntary export restraint agreements 
were increased, and specific quantita
tive restrictions maintained by the EC 
on Hungarian exports were eliminated. 
In 1990, Hungary achieved a record sur
plus of almost USS1 billion in its trade 
settled in convertible currencies. 

Hungary's trade and current account 
balance in non-convertible currencies 
was in substantial surplus from 1985 
to 1990. However, these surpluses were 
tantamount to an interest-free loan by 
Hungary to other CMEA members, 
because, under CMEA arrangements, 
they could not be liquidated. • 
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of the international business commu
nity in Hungary. 

Hungary's general reform approach 
relied on deregulation, liberalization 
and privatization. The role and in
fluence of the State in the economy 
was being drastically reduced. Based 
on the experience of the past nine 
months, he was confident that State 
ownership would be less than 50 per 
cent of the economy within the predicted 
three-year period. Together with trade 
liberalization, wages and prices were 
being liberalized, within the cons
traints of macro-economic policies 
aimed at curbing inflation. Price controls 
now covered only lOpercentofprices 
in the economy; wages were gene
rally established in free collective 
bargaining. The move towards full 
currency convertibility was to be 
completed by 1994; the forint was 
in practice already convertible for 
payments for imports, profit trans
fers and capital repatriation on the 
dissolution of joint ventures. 

Concerning the role of State-owned 
enterprises, the representative of 
Hungary said that the Constitution 
provided for the full independence 
of all economic operators, including 
State-owned enterprises, and for equality 
in treatment of public and private 
property. State-owned enterprises acted 
strictly according to commercial 
considerations. No preferences were 
given to them in terms of subsidies, 
credits and the like; rather, the private 
sector would get some preferential 
treatment, for example in the form 
of some concessional credits. 

Monopolies ended 
Monopolies had been eliminated in 

all areas including international tra
de. Even for products which required 
special authorization, any company 
meeting the requirements might be 
granted import authorization. He em
phasized that more than 15,000 operators 
were now engaged in foreign trade. 
Hungary would provide, in its next 
Article XVII notification, informa
tion on trade by State-owned and 
private enterprises benefiting from 
special authorization. 

The transparency of Hungary's trade 
policy decision-making was suppor
ted by the open nature of the Par
liamentary and advisory process. A 
new Administrative Court was being 
established, in which any adminis
trative decision could be challenged. 
Hungary's economic policies were 

also subject to regular examination 
by international agencies and had been 
examined earlier in GATT working 
parties. 

The representative of Hungary 
outlined trade liberalization under
taken since January 1991. Import 
licensing now covered less than 10 
percent of imports. The global consumer 
product quota had been substantially 
increased, now covered imports from 
all sources, and its operating proce
dures had been made more transparent. 

Economic tensions from 
collapse of the CMEA 

In the first quarter of 1991. imports 
from non-CMEA sources had increased 
by over 85 per cent. This, together 
with the collapse of CMEA trade, 
had created great tensions in the 
Hungarian economy. Pressures for 
protection were becoming intense. In 
these circumstances, the Government 
would not be able to go further with 
trade liberalization this year but 
maintained its firm intention to continue 
with the process of liberalization in 
the long run. The tariff was now the 
main, and in some cases the only, 
instrument to regulate imports. Its 
level had been substantially reduced 
and Hungary had made an offer in 
the Uruguay Round for further cuts 
in tariffs and increases in bindings. 
Tariffs accounted for six per cent of 
budget revenue. Other lev ies and charges 
were admittedly substantial, but could 
not be reduced at present in view of 
their major contribution to the bud
get. 

Remaining import licensing was 
liberally applied on a non-discrimi
natory basis. It was mainly applied 
for reasons relating to national se
curity, monitoring of essential im
ports and the administration of the 
global quota on consumer products. 
This quota would be a subject for 
discussion in the negotiation on the 
elimination of the specific provisions 
of Hungary's Protocol of Accession. 

Hungary's new safeguards regula
tions provided for the selective 
application of safeguards, in line with 
the provisions of its Protocol of 
Accession. 

Concerning subsidies, the repre
sentative of Hungary confirmed that 
there were no production subsidies 
to manufacturing in Hungary. Hun
gary was an active participant in the 
Uruguay Round Subsidies negotia
tions and hoped for a successful outcome 

of these negotiations. It was also 
studying the possibilities of joining 
the Subsidies Code. 

Domestic support for agriculture 
had been substantially reduced. 
Minimum purchase prices now ap
plied only to wheat, maize, cattle and 
hogs for slaughter. Export subsidies 
were still necessary, partly because 
of the distortions in world agricul
tural markets. However, the resources 
available to Hungary for subsidizing 
exports were very limited. Most 
agricultural imports were subject to 
import licensing: however. Hunga
ry's Uruguay Round offer envisaged 
the tariffication of such measures. 

New legislation regarding Govern
ment procurement was being drafted. 
This would cover bidding procedures. 
He emphasized that many Govern
ment contracts were based on in
ternational loan finance, in which case 
the appropriate tendering procedures 
applied. 

In Hungary's negotiations with the 
EC and EFT A countries for free-trade 
arrangements, Hungary would be 
seeking to cover substantially all trade. 
Increased economic cooperation with 
the Czech and Slovak Federal Re
public and Poland was a logical step. 
All trade with the former socialist 
countries was now conducted in 
convertible currencies under a uni
fied trade régime. It was only in trade 
with the USSR that an indicative import-
export list was applied; even in this 
case, there were no delivery obliga
tions, and barter trading had been 
prohibited by the USSR. 

Conclusions 
In conclusion, the Council, while 

noting that further movement could 
be expected, commended Hungary 
on the progress already achieved in 
moving towards an open market-
oriented trading system and expressed 
its strong support for the Govern
ment's intention to pursue the pro
cess of reform vigorously. This was 
also seen as an important contribu
tion to the strengthening of the mul
tilateral trading system. The hope was 
expressed that the momentum of trade 
liberalization would be maintained. 
Members welcomed Hungary's in
tention to initiate negotiations for the 
elimination of all specific provisions 
contained in its Protocol of Acces
sion to the General Agreement. 

Members of the Council recog
nised the responsibilities of the in-
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Computer training: technology transfer has boosted Indonesia's trading potential. 

ternational community in supporting 
Hungary's progress towards a 
market economy. Favourable condi
tions in international trade and fi
nance were essential for the success 
of Hungary's reforms. In this con
nection, members also emphasized 
the important contribution that a 
successful Uruguay Round would 
make to Hungary's reform efforts. • 

INDONESIA 

Members noted that the impres
sive achievements to date by 

Indonesia in economic and trade 
reform have reinforced its role as a 
developing country participant in 
GATT and strengthened its integra
tion in the world economy. 

The Council welcomed the thrust 
and direction of the changes in trade 
and economic policies introduced since 
1985 by Indonesia, adeveloping country 
with a large population, low per capita 
income, and a growing labour force. 
These changes were made in respon
se to the adverse impact on the In
donesian economy of the severe external 
shocks - falling commodity prices, 
especially for petroleum, and an 
increasing debt burden - occurring 
during the first half of the 1980s. 

Comprehensive 
economic reforms 

ting increases in investment had en
couraged a more competitive industrial 
structure, created employment, boosted 
Indonesia's trade potential and alle
viated the country's debt burden. 

Central to these efforts was the major 
and continuing trade deregulation 
and liberalization programme under
taken, in a number of packages, since 
1985. This had brought about an 
important reversal in the direction of 
Indonesia's trade policies. The pro
gramme involved a complete over
haul of customs procedures; removal 
or tariffication of many non-tariff 
barriers; and tariff reductions. 

Tariffs were in the process of replacing 
licensing as the major instrument of 
import policy. Members welcomed 
the predominantly non-discrimina
tory nature of Indonesia's tariffs, which 
were generally applied on an m.f.n. 
basis, using ad valorem rates. 
Indonesia's membership of the Sub
sidies Code had led to the curtailment 
of direct export subsidies, and the 
introduction of a GATT-consistent 
duty exemption and draw back sche
me. Members encouraged Indonesia 
to consider signing other Tokyo 
Round Codes in which it was cur
rently an observer. 

Indonesia's active role in the Uru
guay Round, including as a member 
of the Cairns Group and a prominent 
participant in areas such as textiles 
and clothing, was welcomed. 

It was noted that Indonesia had 
tackled these challenges resolutely 
by embarking upon comprehensive 
economic reforms. These comprised 
prudent monetary and fiscal policies, 
a realistic exchange rate policy, and 
progressive deregulation of financial 
markets and rules governing foreign 
and domestic investment. The resul-

Concerns 
While Council members commen

ded Indonesia for the direction and 
extent of its trade policy reforms, 
concerns were expressed in a number 
of areas: 
• Tariffs remained high and dispa

rate, with peaks and substantial es

calation often exacerbated by tem
porary surcharges; 

• The level of tariff bindings was 
low, at under 10 per cent of tariff 
lines. Further tariff bindings would 
give greater stability to the reforms; 

• Surcharges were frequently used to 
compensate domestic producers for 
removal of import licensing, or to 
provide temporary relief. In a few 
cases, surcharges had lifted duty 
levels above bound rates. Many 
surcharges had been extended 
beyond the sunset period of one 
year. Members welcomed Indone
sia's intention to remove three-
quarters of existing surcharges in 
September 1991 and requested in
formation about the incidence of 
remaining surcharges and a pos
sible timetable for their removal; 

• A substantial share of domestic 
output was still covered by formal 
and informal non-tariff measures. 
The existence of a complex system 
of import licensing, including ap
proval of sole distributors and a 
substantial rôle for State and pri
vate monopolies, resulted in a lack 
of transparency and could inhibit 
the growth of small and medium 
sized enterprises; 

• The very low share of consumer 
goods in Indonesia's import struc
ture was noted; 

• Reference was made to the diffe
rential rates of excise taxes on tobacco 
products, which, it was suggested, 
had effectively prohibited cigaret
te imports for a number of years 
and protected domestic production; 

• Concern was expressed about the 
trading effects of Indonesia's self-
sufficiency programme in key 
agricultural commodities. In this 
connection, it was suggested that 
the extensive marketing and price 
controls administered by BULOG 
could have adverse effects on trade; 

• The consistency of Indonesia's aims 
within the Uruguay Round of pur
suing market opening in agricul
ture and textiles, with its own 
protective policies in these areas, 
was questioned; 

• "Strategic" industries, such as food 
processing, shipbuilding, heavy 
equipment, motor vehicles and steel, 
continued to be sheltered from in
ternational competition by import 
prohibitions, subsidies and local 
content requirements over and 
above the applied tariffs and licen
sing arrangements; 

• In this connection, members sought 
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Indonesia in 
Indonesia currently ranks 31 st and 35th 

among world exporters and importers, 
respectively. Its share in world merchan
dise exports was 0.7 per cent in 1989. 

Between 1981 and 1986. falling 
commodity prices, especially for petro
leum, depressed Indonesia's trade 
performance. During a period in which 
the dollar value of world merchandise 
trade largely stagnated, Indonesia's 
merchandise exports declined. 

Since 1986. Indonesia's trade perfor
mance has turned around. Export growth 
matched that of world trade until 1988 
and, more recently, has expanded at a 
faster rate. The dollar value of merchan
dise imports also strongly recovered from 
its trough in the mid-1980s. Indonesia's 
ratio of merchandise exports to GDP grew 
from 21 to 24 per cent between 1985 
and 1989, and that of merchandise imports 
from 12to 18percent.Trade-led economic 
growth followed the introduction of more 
outward looking trade policies. 

Broaden ing the expor t base 
Trade liberalizing measures were 

reinforced by a progressive deregulation 
of financial markets and rules governing 
foreign and domestic investment. Rapid 
growth in foreign investment resulted, 
rising tenfold between 1986 and 1990. 
Access to overseas capital, technology 
and skills contributed to a more com
petitive industrial structure, created 
employment, boosted Indonesia's 
trading potential and alleviated the coun
try's debt burden. 

world trade 
Trade and investment reforms, com

plemented by prudent monetary and fiscal 
policies and efforts to maintain a realistic 
real exchange rate, have played a major 
rôle in diversifying the economy and 
promoting broadly-based growth. Although 
still substantial, the dependence on oil 
and gas exports has fallen in favour of 
manufactured exports. Fuel exports declined 
in dollar value by one-half over the past 
decade, and now account for 40 per cent 
of total merchandise exports. By 1989. 
manufactured exports represented 50 per 
cent of total merchandise exports, up 
from 11 per cent in 1981. The ratio of 
manufactured exports to GDP has more 
than doubled to 12 per cent since 1985. 

Export diversification has been stron
gest in processed natural resource-based 
products such as plywood, the single 
most important manufactured export item, 
and major labour intensive industries like 
clothing and footwear. Several smaller 
industries such as wooden and rattan fur
niture, petrochemicals, pulp and paper 
have emerged as potentially important 
economic activities. Agricultural exports, 
mainly coffee, spices, tea, shrimps and 
rubber, have also performed well. 

Geographical diversification of trade 
has been less pronounced. Japan, United 
States and Singapore have remained 
Indonesia's main trading partners, ac
counting for over half of merchandise 
trade. Buoyant growth has occurred in 
trade with other ASEAN members, the 
major developing economies of East 
Asia and the European Communities. • 

information on the rationale for 
prohibiting investment in a number 
of sectors, through a "negative list". 
It was noted that additional invest
ment in permitted sectors was often 
subject to cumbersome and non-
transparent discretionary procedures: 

• In respect of Government procu
rement, concerns were raised about 
the inhibiting effect on competi
tion and efficiency of widespread 
countertrade requirements for large 
contracts and the reservation of 
smaller purchases to domestic 
suppliers: 

• Participants drew attention to the 
use of formal and informal export 
restrictions, in the form of export 
prohibitions, quotas, taxes, licen
sing and supervision, to promote 
the development of natural resour
ce-based processing industries, such 
as logs, sawn timber, rattan, raw 
hides and cement. Some members 
questioned the environmental and 
economic justification for such 
measures. 

Some members expressed unders
tanding for Indonesia's developmen
tal aims in the areas of strategic agri
cultural and processed natural resource-
based products, and for the priority 
given by Indonesia to imports of capital 
and intermediate goods rather than 
consumer products. 

Indonesia's reply 
In reply to these questions and 

comments, the representative of 
Indonesia stated that while he could 
provide, during the meeting, answers 
to general questions, more technical 
issues would be answered in writing 
at a later stage. Indonesia appreciated 
the broad range of questions that had 
been put, and in particular noted the 
pertinent points raised concerning the 
need to place trade reform in the 
perspective of development and equity 
in a country such as Indonesia. He 
also appreciated the constructive 
comments raised on the dynamics of 
Indonesia's macroeconomic policies. 

The basic thrust of Indonesia's 
economic reforms was to deregulate 
the exchange rate and the banking 
system as a basis for providing future 
sustainable growth. Tackling impe
diments to efficiency was a major 
concern in promoting structural 
adjustment. The Indonesian repre
sentative emphasized the need for 
financial assistance during periods of 
trade policy adjustment. The politi
cal risks associated with domestic 

reform should be recognized by other 
participants. 

Indonesia's objective of sectoral 
diversification, away from dependence 
on mining and primary products, was 
intended to reduce the economy's 
vulnerability and provide much-
needed employment. In this context, 
the Indonesian Government did sup
port strategic industries, such as 
steel, which were in their infancy. 
However, efficiency would be im
proved through a process of conti
nued reductions in protection. 

Agriculture, being an important 
basic sector, benefited from special 
arrangements to ensure that produc
tion of key food commodities satis
fied domestic requirements. Howe
ver, efficiency remained a major 
long-term priority and reforms such 
as reductions in the fertilizer sub
sidies were aimed at this. 

Shifting away from 
non-tariff barriers 

A major aspect of trade policy was 

a shift of orientation from non-tariff 
barriers to greater reliance on tariffs. 
This was a complex and delicate process 
which required careful attention. He 
acknowledged that tariff escalation 
had played a role in the development 
of certain industries. While the level 
of tariff bindings was low by deve
loped country standards, Indonesia 
had offered, within the Uruguay 
Round, to substantially increase 
bindings. In this connection, he noted 
that Indonesia had offered a number 
of tariff bindings on textiles and 
clothing, subject to a satisfactory agree
ment in that area. 

Surcharges were intended to be 
temporary and most were due for 
removal in September 1991. They 
were not intended to be a substitute 
for anti-dumping procedures, but 
were used to provide producers with 
a margin of security when non-tariff 
barriers were relaxed. The Indone
sian authorities were still conside
ring whether to adopt anti-dumping 
legislation along GATT lines. 
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The use of export restrictions on 
raw materials to promote greater 
domestic value-added, increase in
come opportunities and to conserve 
raw materials was constantly under 
consideration. 

A joint-venture company had now 
been created between the Société 
Générale de Surveillance, PT Suco-
findo, and the Indonesian Govern
ment, to handle pre-shipment inspec
tions. By 1995, this new company 
was expected to handle 85 per cent 
of inspections. The objective remai
ned the full reinstatement of Indo
nesian Customs as and when pos
sible. 

Although countertrade was an 
important instrument of Indonesian 
public-sectortrade, these arrangements 
were not applicable to "soft" credit. 
He noted that donor countries pro
viding "soft" credits, including export 
credits, often tied their aid to pur
chases from their industries. 

The negative list of investment 
prohibitions in certain sensitive 
industries was continuously being 
reviewed and updated. Further de
tails would be provided in Indone
sia's written response. 

The Indonesian representative 
emphasized the need faced by de
veloping countries to ensure that their 
Government officials received ade
quate training on GATT matters. He 
saw the TPRM exercise as playing 
an important part in this process. 

Conclusions 
In conclusion, the Council com

mended Indonesia for the reforms 
undertaken. These had already ge
nerated substantial tangible benefits, 
both domestically and for Indone
sia's trading partners. The Council 
encouraged Indonesia to vigorously 
pursue its efforts to liberalize and 
deregulate its trade and economic 
policies, to increase the transparency 
of its trade régime and to broaden 
the scope of these reforms into areas 
as yet untouched. The Council noted 
that Indonesia's efforts to diversify 
and expand exports encountered some 
substantial tariff and non-tariff bar
riers in foreign markets. It empha
sized that a supportive world trading 
and financial environment, includ
ing improvements in market access, 
would make a significant contribu
tion to encouraging Indonesia's de
velopment efforts and the process 
of reform on which it had embarked 
in recent years. • 

N umerous recent unilateral tra
de liberalization initiatives re

flect a growing emphasis on out
ward-looking t rade policies as a 
key element in efforts to promote 
sustained economic growth, ac
cording to Mr . Ar thur Dunkel, 
Director-General of the GATT, in 
his annual report on t rade policy 
developments. He presented his 
report to the Council on 23 April. 

The report contains a list of 45 
countries which are known to the 
GATT Secretariat to have underta
ken trade liberalization measures since 
the beginning of the Uruguay Round. 
Of these, 30 are developing countries 
and five are from Central and Eastern 
Europe. Measures undertaken inclu
de tariff reductions and bindings, eli
mination of quantitative restrictions; 
abolishment of import licensing 
restrictions and reduction of the 
number of items subject to import 
prohibition; and removal of other-
non-tariff barriers. 

Highlighting the various trade re
form programmes throughout the 
world, Mr. Dunkel points out that the 
common elements in these different 
initiatives are a shift to a more market-
oriented regime, and the related 
desire for greater participation in 
the multilateral trading system. 

The following are excerpts from 
the Director-Generals report, cove
ring the period January 1990 to 
March 1991: 

Dispute settlement 
"With nearly two years of dispute 

settlement under the Montreal pro
cedures completed, it is encouraging 
to note that the greater automaticity 
of the procedures has eliminated 
significant delays in the panel pro
cess. 

In certain cases, however, the con
tracting party concerned has linked 
implementation of the panel's recom
mendations to the outcome of the 
Uruguay Round, even though thedis-
pute settlement process protects existing 
rights and obligations. The absence 
of a near-term deadline for the 
conclusion of the Uruguay Round 
makes it imperative that this linkage 

be reviewed by the parties concer
ned. A mutually satisfactory conclu
sion to all outstanding disputes 
would be an important contribution 
to the continuing negotiations." 

Pursuing the Uruguay 
Round 

"In looking ahead to the remainder 
of 1991, two points should be 
emphasized. One is the importance 
of pushing ahead with the Uruguay 
Round negotiations. The need to 
minimize the increase in business 
uncertainty caused by the failure to 
conclude the negotiations on sche
dule, to preclude backsliding in what 
has been achieved to date, and to give 
a "confidence boost" to a world economy 
in its third consecutive year of 
decelerating growth in output and 
trade - these and other considerations 
argue strongly for bringing the extended 
negotiations to an early, successful 
conclusion. 

The second point concerns the critical 
importance of a strict observance of 
the extended standstill commitment. 
By and large, the observance of the 
standstill commitment during the 
Uruguay Round has been good, 
especially during the past two years. 
We need to continue - indeed, improve 
- this record during the remainder 
of the negotiations. Even in the best 
of times, increases in protection can 
jeopardize trade negotiations. When, 
as is the situation now. economic 
growth has slowed down and impor
tant changes in exchange rates are 
taking place, not only are protectio
nist pressures likely to increase, but 
the potential for one protectionist 
action to trigger a series of retalia
tory measures is especially high." • 
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Non-implementation 
of panel reports 
(Continued from page 1) 

possible, the General Agreement -
in Article XXV - provided for a vote 
by the Contracting Parties. It sup
ported the use of this GATT provi
sion to resolve the problem of non-
implementation of reports. 

The European Community said that 
establishing linkages between im
plementation and the Uruguay Round 
results raised problems that in
creased as the negotiations became 
protracted. However, it would be 
simplistic for the Council to look at 
all five reports from the point of view-
that the dispute settlement process 
protected existing rights and obliga
tions. It argued that each case should 
be examined on its own merits. 

The Community said that the out
come of the Round, for example, 
would not be relevant to reports 
concerning GATT provisions which 
were not the subject of negotiations. 
However, when reports concerned 
GATT rules under negotiations, new 
issues, and the re-establishment of 
the proper balance of concessions, 
there could, perhaps, be justification 
for awaiting the outcome of the 
Round. It suggested that the Chair
man hold informal discussions with 
the GATT members concerned 
to check "where we are and what we 
can expect about implementation". 

The United States said that while 
there were lessons to be learned from 
the current situation, they did not 
include the establishment of self-
serving categories. It said that GATT 
members should try to observe the 
existing dispute-settlement provisions 
and negotiate their improvement in 
the Uruguay Round. 

Three of the five adopted panel 
reports were on the Council's April 
agenda: 

US/Japan: Restrictions on imports 
of certain agricultural products. 
The conclusion in the panel report, 
adopted in February 1988, was that 
Japan's restrictions on 12 agricultu
ral products had not met the condi
tions for exceptions set out in GATT 
Article XI:2 (General Elimination of 
Quantitative Restrictions). Some GATT 
members, including the United Sta
tes, have expressed concern about 
Japan's non-implementation of the 
report on dairy products and starch. 
Japan had said it continued to have 
reservations over the panel's inter

pretation of Article XI:2, and that 
since this provision was being dis
cussed in the Uruguay Round agricul
ture negotiations, it preferred to await 
the results before deciding on what 
measures to take regarding dairy 
products and starch. 

The Council Chairman reported that 
Japan held consultations on this matter 
with some GATT members on 19 
April. Japan said that the next round 
of plurilateral consultations would 
probably be held in late May. 

The United States said that along 
with a number of other GATT mem
bers, it had reiterated in the consul
tations that Japan should comply with 
current GATT rules by eliminating 
the remaining dairy and starch 
quotas. Ending the starch quotas in 
particular would, according to the 
United States, remove the need to 
constrain imports of corn and sor
ghum for both animal feeding and 
industrial use. It urged Japan to 
reconsider linking the restrictions to 
the outcome of the Uruguay Round, 
and suggested that Japan submit a 
plan for liberalization of restrictions 
on the two products before the next 
meeting of the Council (29 May 1991 ). 

Australia and New Zealand expres
sed concerns similar to those of the 
United States but with emphasis on 
dairy products. Chile shared the US 
concerns. 

US/EC: Payments and subsidies 
paid to processors and producers 
of oilseeds and related animal-feed 
proteins. In this case, the panel had 
concluded that EC measures were 
inconsistent with Article 111:4 and 
had impaired EC's concessions to the 
United States. It recommended that 
the Community be given "reasonable 
time" to adjust the relevant regula
tions. When the report was adopted 
in January 1990, the EC said it would 
comply with the panel's recommen
dations "in the context of the imple
mentation of the results of the Uru
guay Round". 

"The Community is planting the 
second oilseed crop since the panel 
report was adopted," the United States 
complained. It said that for this year, 
the EC Commission had proposed 
some changes to oilseeds purchasing 
policies for soyabeans but not for 
rapeseed or sunflowerseed, the major 
oilseeds produced in the EC. It said 
that a proposed minor reduction in 
EC oilseed support prices did not 
begin to correct the injury incurred 
to the US as a result of the impair

ment of tariff bindings. 
The United States maintained that 

for the EC to link implementation of 
the report to a successful conclusion 
of the Round or to the reform of the 
Common Agricultural Policy (CAP) 
would not be a valid reason for delay. 
If the Community should fail to proceed 
with a substantial reform package on 
oilseeds beginning this crop year, the 
United States warned it would ask 
the Council to consider appropriate 
measures. 

Canada and Australia, noting their 
respective trade interest in the matter, 
urged the Community to implement 
the report. 

The Community said it was somewhat 
surprised by the US statement as bilateral 
consultations at ministerial level would 
be considering the dispute very soon. 
Pending these talks, the EC said it 
would not be useful to make state
ments about the subject. 

EC/US: Section 337 of the US 
Tariff Act of 1930. A panel con
cluded that US procedures on patent 
infringement actions discriminated 
against foreign goods. When the report 
was adopted in November 1989, the 
United States said that it expected 
the Uruguay Round to result in 
multilateral obligations that would 
provide effective border enforcement 
of intellectual property rights, and 
that the ability to obtain legislation 
amending Section 337 would be 
maximized in the context of the results 
of the Round. 

Japan reiterated its concern (see 
previous Focus) that the United 
States had not only failed to imple
ment the report but had recently used 
the procedures found GATT-incon-
sistent with respect to a Japanese 
company. Hong Kong shared Japan's 
concerns and said that an ongoing 
Section 337 case could affect the 
access of certain Hong Kong products 
to the US market. Canada said the 
the United States should not be 
undertaking any new action incon
sistent with its GATT obligations. 
Australia urged the United States to 
implement the panel report. 

The United States said it was 
committed to developing a GATT-
consistent Section 337 mechanism. 
It reported that since January 1990, 
an inter-agency task force had been 
working towards developing a con
sensus on how, within the constraints 
of the US Constitution, to amend Sec
tion 337 to address the panel's re
commendations. However, it said it 
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could not in the meantime condone 
infringement of US patents. 

The European Community urged 
speedy implementation of the report 
and noted that the GATT provision 
relevant to this case - Article III -
was not under negotiation in the 
Uruguay Round. 

Japan said it was very disappointed 
with the US reply. Urging the United 
States to implement the panel's 
recommendations quickly, Japan 
said that it should at least in the 
meantime refrain from taking action 
under Section 337. It said it would 
be pursuing the matter in future 
Council meetings and reserved its 
GATT rights on the matter. 

Two of the five adopted reports 
were not on the April agenda but they 
had been the subject of follow-up at 
previous Council meetings: 

US/Canada: Canadian restrictions 
on ice cream and yoghurt. The panel 
concluded that the Canadian restric
tions were inconsistent with Article 
XI: 1, and could not be justified under 
Article XI:2(c)(i). It recommended 
that Canada either terminate these 
restrictions or bring them into 
conformity with its GATT obliga
tions. When the report was adopted 
at the Forty-Fifth Session of the 
Contracting Parties in December 1989, 
Canada indicated that it would 
implement the panel recommenda
tions in the light of the outcome of 
the Uruguay Round. 

The United States had followed up 
the panel report at previous Council 
meetings. In February 1991. it re
ported it had completed preparing a 
preliminary list of products on which 
concessions might be withdrawn from 
Canada. 

Japan /EC: Anti-dumping duties 
on products assembled in the EC 
from imported parts and compo
nents. The panel ruled that the EC 
anti-circumvention duties were in
consistent with Articles 111:2 and 111:4 
and were not covered by exemptions 
under Article XX. It recommended 
that the Community bring its appli
cation of the measure into confor
mity with its GATT obligations. When 
the Council adopted the report in 
May 1990, the European Community 
stressed that the problem of circu
mvention of anti-dumping duties should 
be resolved in the Uruguay Round. 
It signalled that the implementation 
of the panel's recommendations would 
have to wait until the results of the 
Round were clear. 

Panel to examine 
Brazil's complaint 
against US CTV duty 

For the second time, the Council 
considered Brazil's request for a panel 
(see previous Focus) to examine an 
alleged violation by the United States 
of the most-favoured-nation princi
ple of the GATT by discriminating 
against Brazilian non-rubber foot
wear in lifting countervailing duties 
upon the entry into force of the 
Subsidies Code in 1980. Brazil 
stressed that this was not in any way 
an appeal of a panel report pending 
adoption in the Subsidies Commit
tee. In reply to a question posed by 
the United States at the previous 
Council meeting, Brazil affirmed it 
adhered to the Montreal decision on 
improved dispute-settlement proce
dures. 

The United States asked the Chair 
for a ruling as to what the improved 
dispute settlement procedures for 
establishment of panels required the 
Council to do at that point. 

The Chairman recalled that deci

sion agreed at the Ministerial Mid-

Canada asks for 
a panel to examine 
US measures on beer, 
wine and cider 

Canada requested a panel to exa
mine what it called discriminatory 
measures by the federal and state 
governments of the United States which 
affected the pricing, distribution and 
sale of alcoholic and malt beverages, 
in particular beer, wine and cider. 
It charged that the US measures violated 
the national treatment obligation ( after 
crossing the border, an imported good 
should be given equal treatment with 
like domestic products) of GATT 
Articles 111:2 and 111:4, and obliga
tions under Article XI (General Eli
mination of Quantitative Restrictions). 
Canada reported that two rounds of 
bilateral consultations, held in March 
and April, had not resolved the matter. 

(Note: When the Council, in Fe
bruary 1991. established a panel to 
examine a US complaint against 
Canadian measures regarding the 
importation, distribution and sale of 
beer, Canada said that there was 
equally a need to ensure that US prac
tices on alcoholic beverages were 
consistent with the GATT.) 

Canada noted that it was a subs
tantial producer of beer, wine and 

Term Review of the Uruguay Round 
in Montreal provided that: 

"... If the complaining party so 
requests, a decision to establish a 
panel ... shall be taken at the latest 
at the Council meeting following 
that at which the request first appeared 
as an item on the Council's regular 
agenda, unless at that meeting the 
Council decides otherwise". 
Thus, the decision established the 

rule that unless there was a consensus 
not to establish a panel requested by 
a contracting party at the second Council 
meeting at which the matter was to 
be discussed, a panel would be set 
up, he said. 

Chile and India expressed reser
vations. The United States said it was 
asking the Chair not for an interpre
tation but for a ruling on how the 
Montreal decision would operate in 
the present case. 

The Council established a panel to 
examine Brazil's complaint, agreed 
on the terms of reference, and autho
rized its Chairman to designate the 
chairman and members of the panel 
in consultation with the parties con
cerned. 

cider (a fermented drink made from 
apples). In response to a GATT panel 
ruling in 1988 (which found Canadian 
restrictions on alcoholic beverages 
to be inconsistent with GATT pro
visions), Canadian wine and beer 
industries had been looking to export 
markets to enhance their competitive 
position. Thus, it was important that 
Canadian producers have an equal 
opportunity to compete with Ame
rican producers in the North Ame
rican market. Canada noted that US 
beer had three times the share of the 
Canadian market that Canadian beer 
had in the US market. 

At the federal level, Canada said 
that Section 11201 of the US Omnibus 
Budget Reconciliation Act of 1990 
had increased the excise tax on beer 
to US$18 per barrel but provided for 
reduced rates to US beer producers 
whose annual production did not exceed 
two million barrels. This would amount 
to a potential tax reduction of S660.000 
per producer, and there were about 
200 US brewers who could qualify. 
Canada said foreign brewers were 
not eligible to benefit from the reduced 
tax rate. The US legislation, accor
ding to Canada, also provided for an 
increase in the excise tax of $0.90 
per wine gallon of wine, including 
cider, but a tax credit was provided 
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to producers for the first 100.000 
wine gallons per year provided they 
did not produce over 150.000 gallons 
annually. Foreign wineries and cider 
producers were not eligible for this 
credit. 

Canada said these measures con
travened GATT Article 111:2 and 
nullified or impaired benefits accruing 
to Canada under the General Agree
ment by preventing additional sales 
and exports to the United States. 

At the state level. Canada said 
practices involving the pricing, 
availability for sale and distribution 
of beer, wine and cider that discri
minated against imported products 
included discriminatory taxes on 
imported beer and wine and lower 
tax rates for locally-produced pro
ducts. These practices, according to 
Canada, contravened GATT Article 
111:2. Certain state requirements 
regarding distribution and availabi
lity for sale were contrary to GATT 
Articles 111:4 and XI. 

Australia reserved its right to intervene 
in the panel procedures in the light 
of its trade interest in the matter. 

The United States said that at bilateral 
consultations, Canada had failed to 
adequately document its complaint, 
particularly with regard to state practices. 
On the other hand, the United States 
had provided a number of instances 
in which practices alleged as discri
minatory were no longer in force. 
It suggested that further consulta
tions would be helpful in further 
clarifying and resolving Canadian 
concerns. 

The Council agreed to revert to this 
subject at the next meeting. 

Chile urges US 
to rescind marketing 
order on kiwis 

Chile recalled that in October 1990, 
it had expressed concerns over a draft 
bill in the United States which would 
extend marketing orders on kiwis. 
That draft bill, according to Chile, 
had been approved by the US Senate 
and now was being implemented. 

US marketing orders, according to 
Chile, set standards for the shape, 
appearance and size of fruits. It said 
that by increasing prices and maxi
mizing returns of local producers, the 
US marketing orders favoured local 
products in violation of GATT Article 
111:1. When Chilean fruit failed to 
meet the standards they had to be 
destroyed while US produce could 
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Chopping rice straws for cattle feed : Kor 
but emphasizes the political sensitivity of 

be diverted to other states or repro
cessed. Chile said this more favou
rable treatment of local produce con
travened Article 111:4. It said that the 
US measure was also inconsistent 
with the Agreement on Technical 
Barriers to Trade, and with Article 
I (most-favoured-nation principle) of 
the GATT because the United States 
inspected produce in Canada and 
Mexico while Chilean fruits were 
inspected at the US port of entry. 
Chile said that the US marketing order 
violated the standstill and rollback 
commitment of the Uruguay Round 
and called for its removal. 

The United States said it had no 
reason to believe that the marketing 
order amendment had had, or would 
have, any adverse trade impact on 
Chile or any other country. It had 
long used marketing order standards 
to improve the average quality of the 
product brought to market. A higher-
quality product for the consumer, it 
said, should face a higher demand 
and thus command a higher price and 
larger returns for both foreign and 
domestic producers. The United States 
was ready to consult with Chile on 
this issue but if Chile believed that 
the measure was indeed inconsistent 
with the GATT, then it should make 
that case to the Contracting Parties. 

Korea presents 1992-94 
import liberalization 
programme 

In accordance with an undertaking 
resulting from consultations with the 
Committee on Balance-of-Payments 
Restrictions in October 1989, Korea 
presented a three-year import libe
ralization programme covering 1992-
1994. 

It said the programme was desi
gned to phase out restrictions, in a 
generally even manner, on 133 products 

ea presents import liberalization programme 
the farm sector. 

which were mostly agricultural (e.g. 
live swine, sardines, egg yolks, refined 
sugar, alcoholic beverages). Restric
tions on the remaining 150 products 
covered by the undertaking would 
either be liberalized or brought into 
conformity with GATT provisions. 

Korea stressed that the list of pro
ducts took account of the concerns 
conveyed by other GATT members. 
It had drawn some 64 items from 
the product lists submittedl by the 
United States, the Community, Canada, 
Australia, New Zealand and Iceland. 
For products listed but not libera
lized at the conclusion of the Uru
guay Round, Korea promised to bring 
the remaining restrictions into con
formity with the final results of the 
agriculture negotiations, including 
tariffication. 

Korea said that eliminating its 
remaining restrictions would be a painful 
process especially now that it was 
facing a sizeable trade deficit. Moreover, 
agriculture continued to be a poli
tically sensitive sector with inherent 
structural weakness. But despite these 
obstacles, Korea would do its best 
to abide by its GATT commitments 
and noted that it was already con
tributing to world agricultural trade 
by importing 60 per cent of its domestic 
consumption. 

The United States expressed deep 
disappointment with the scope, subs
tance and quality of Korea's programme. 
It said that while the Korean product 
list covered roughly half of the products 
subject to BOP cover, the value of 
trade in these products was limited 
and over 75 per cent of them were 
items of little or no trade interest to 
Korea's majortradingpartners.lt said 
that Korea appeared not have complied 
with its BOP undertaking to "give 
due consideration in drawing up its 
programmes to the interests of other 
contracting parties in a balanced 

http://majortradingpartners.lt
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manner". The United States expressed 
concern that several products it was 
interested in would be liberalized only 
towards the end of the programme. 
It objected to linking the Korean 
programme with the results of the 
Uruguay Round and urged Korea to 
consider additional consultations aimed 
at improving the programme. 

New Zealand. Australia, Canada, 
the Community and Iceland welcomed 
the Korean submission but expressed 
disappointment over the absence of 
several products of trade interest to 
them. 

Council to hold 
structured debate on 
trade and environment 

The Council would hold a struc
tured debate on international trade 
and the environment at its next meeting 
on 29 May. Chairman of the Con
tracting Parties, Ambassador Rubens 
Ricupero (Brazil), reported that this 
was the consensus that emerged from 
informal consultations. He said that 
he would soon submit an outline of 
points which delegations might wish 
to consider in the debate. He said 
the question was raised in the con
sultations of whether one Council 
debate on the subject would suffice 
or whether it might be better to hold 
a second or perhaps a series of such 
debates. Ambassador Ricupero said 
this could be taken up in the light 
of the discussions at the May mee
ting. 

The Contracting Parties Chairman 
said that he would continue consul
tations on the proposal to convene 
the 1971 Working Group on the En
vironmental Measures and Interna
tional Trade, as well as on the 
contribution that GATT might 
eventually make to the 1992 United 
Nations Conference on the Environment 
and Development. 

The EC said other GATT members 
should understand that the protection 
of the environment had become a 
priority issue in the Community. It 
then provided a detailed report on 
recent technical measures taken by 
the EC Commission with respect to 
the environment. 

Romania reports 
on reforms, Hungary 
set to renegotiate 
accession terms 

State Secretary Napoleon Pop, head 
of Romania's Department of Foreign 

El Salvador confirmed 
as GATT's 102nd member 

GATT now has 102 contracting 
parties. The membership of El Salva
dor became effective on 22 May, 
30 days after the GATT Secretariat 
received formal confirmation that 
ratification had taken place in the 
legislative assembly. 

El Salvador is the sixth GATT member 
in 10 months, following Tunisia. Vene
zuela. Bolivia, Costa Rica and Macau. 
Membership requests from seven other 
countries are in various stages of con
sideration - these are Guatemala (which 
has signed its protocol of accession but 
has yet to ratify), Algeria, Bulgaria. China. 
Honduras. Nepal and Hungary. 

Trade, presented a report on recent 
legislation under his country's pro
gramme of economic reform for 
transition to a market economy. Recent 
trade policy reforms included: 
• The elimination of foreign trade 

and foreign exchange State mono
polies; 

• Customs tariff had become the most 
important and effective trade po
licy instrument ; and 

• T h e export and import regime had 
been liberalized, including the 
licensing system. 
Secretary Pop said Romania's new 

trade policy would play an extremely 
important role in ensuring transition 
to a market economy. "In this field, 
starting from the specific conditions 
and possibilities of Romania's eco
nomy, we are totally committed to 
the GATT rules and disciplines," he 
said. Romania, he said, would soon 
acquire the needed experience and 
results to consider the renegotiation 
of its Protocol of Accession to the 
GATT. 

In conclusion. Secretary Pop said 
"the transition to the market econo

my is a complex, difficult and rather 
painful process .. we hope we can 
further count on an enhanced and 
goodwilled assistance from the in
ternational economy in order to faci
litate the transition". 

At the conclusion of the Council's 
regular agenda. Hungary requested 
the Chairman to hold informal con
sultations with the aim of enabling 
the Council in May to take a formal 
decision on the establishment of a 
working party on the renegotiation 
of certain terms of the country's 
accession to GATT. 

It recalled that at the recently-
concluded trade policy review of 
Hungary, it had indicated that in the 
light of fundamental and comprehen

sive economic transformation taking 
place, it intended to formally initiate 
a process leading to the elimination 
of all specific provisions of the Hun
garian Protocol of Accession to the 
GATT. (Note: When Hungary acce
ded to GATT in 1973, its Accession 
Protocol contained certain provisions 
reflecting the country's non-market 
economy, including allowing the 
maintenance of trade restrictions on 
Hungarian products.) 

"Other business" 
• Peru reiterated concerns about the 

lack of notifications to the GATT 
of restrictions imposed on its products 
due to the cholera epidemic. It said 
these restrictions were unjustified, 
citing a World Health Organiza
tion certification that cholera was 
not transmitted through trade in 
foodstuffs. It said it would be 
consulting with the GATT mem
bers concerned on this matter. 

• The European Community and the 
United States noted that Argentina, 
Brazil, Paraguay and Uruguay had 
formally concluded on 26 March 
an agreement to institute a com
mon market with the goal of eli
minating internal barriers by 1995. 
They expressed concern that mem
bers of this Southern Cone Common 
Market or MERCOSUR have not 
yet notified the agreement to the 
GATT. Argentina gave the assu
rance that the MERCOSUR agree
ment would be notified. 

• The EC called on the Council 
Chairman or the Contracting Par
ties Chairman to hold informal 
consultations on what it called the 
problem of "forum-shopping". The 
aim, according to the Community, 
would be to avoid inappropriate 
results coming out of the fragmen
ted nature of the GATT dispute-
settlement mechanism. It expressed 
serious concern over the manner 
in which a US complaint against 
German exchange rate guarantee 
programme for Deutsche Airbus 
had been handled within the GATT 
system (a panel had been establish
ed under the Subsidies Code and 
not under the Civil Aircraft Code 
as the EC had wished). The United 
States expressed concern about 
the EC reservation on the outcome 
of the panel proceedings, and urged 
it to allow the Airbus dispute to 
proceed without further damage 
to the credibility of the GATT dis
pute settlement system. • 
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GATT Secretariat reorganized 
G ATT's Director-General, Mr. 

Arthur Dunkel. announced on 
17 May that with the impending re
tirement of Mr. Madan G. Mathur. 
Deputy Director-General, and five 
senior members of of the GATT 
Secretariat on 31 July this year, he 
is making a number of organizational 
changes in the GATT Secretariat. These 
changes are designed to meet the im
mediate needs of the contracting parties 
of GATT and of the participants to 
the Uruguay Round. 

Mr. Dunkel said that he has been 
holding consultations and will continue 
to do so in order to be able to identify 
a successor to Mr. Mathur, who has 
served 27 years with the GATT, 18 
years of which have been as Deputy 
Director-General. Mr. Dunkel added 
that Mr. Mathur "has given invaluable 
service to the GATT and to me 
personally. Till his departure, he will 
continue to be a full members of the 
GATT management team. He will 
also assist me in ensuring a smooth 
transition from the existing Secre
tariat structure to the new one, and 
I personally, shall greatly miss him 
when he leaves." 

Five directors also are retiring in July. 
They are: Mr. Klaus Kautzor-Schrôder, 
Tariff Division; Mr. Jean-Marc Lucq, 
Agriculture Division; Mr. Stuart 
Robinson, Session and Council 
Affairs Division; Mr. Michel Salib, 
Special Project Division (responsible 
for textiles and clothing negotiations); 
and Mr. Peter Williams, Non-Tariffs 

Deputy Director-
General Madan 
G. Mathur : 
27 years 
of senice 
viith the 
GATT. 

Division and Secretary of the Trade 
Negotiations Committee. 

"The five retiring directors," 
Mr. Dunkel said, "have served 
GATT with distinction and exemplify 
the high degree of professio
nalism and objectivity which charac
terizes the Secretariat. Much of 
GATT's success is owned to these 
five retiring directors." 

Mr. Dunkel also announced that in 
the context of the restructuring of the 
GATT Secretariat, effective 1 June, he 
and Mr. Charles R. Carlisle, Depu
ty Director-General, will be assisted by 
Assistant Directors-General Mr. Arif 
Hussain, at present Director of the 
Office of the Director-General and 
Mr. Keith Broadbridge, now Perma
nent Representative of Hong Kong 
to GATT, who will join the Secretariat 
this summer. 

Professor Jagdish Bhagwati of 
Columbia University, New York, will 
be assisting the Director-General 
from time to time on economic policy 
matters. • 

(Continued from page I ) 

The groups and their chairmen were 
announced after consultations con
ducted by Ambassador Rubens Ri-
cupero of Brazil, in his role as Chairman 
of GATT's Contracting Parties. They 
are as follows: 
• MARKET ACCESS (tariffs, non-

tariff measures, natural resource-
based products, tropical products). 
Mr Germain Denis (Assistant De
puty Minister, Multilateral Trade 
Negotiations, Department of Ex
ternal Affairs and International Trade 
of Canada). 

• TEXTILES AND CLOTHING-
Mr Arthur Dunkel. 

• AGRICULTURE. 
Mr Arthur Dunkel. 

• RULE-MAKING (subsidies and 
countervailing duties, anti-dumping, 
safeguards, preshipment inspection, 
rules of origin, technical barriers 
to trade, import licensing proce
dures, customs valuation, government 
procurement and a number of spe
cific GATT Articles) and Trade-
Related Investment Measures 
(TRIMs). 
Ambassador George Maciel (for
merly Permanent Representative of 
Brazil to the UN, New York) assisted 
by Mr Rudi Ramsauer (Deputy 
Permanent Representative of Swit
zerland to GATT). 

• TRIPS (Trade Related Aspect of 
Intellectual Property Rights). 
Ambassador Lars Anell (Perma
nent Representative of Sweden to 
GATT). 

• INSTITUTIONS, (Final Act, Dis
pute Settlement and FOGs) Am-

GATT 

CALENDAR 
The following is a tentative schedule 
of meetings: 

Mav 
1 

8 

13-17 

16 
16-17 

22 

28 

29-30 
31 

June 
4 

6-7 
11-12 

13-14 

17-18 

19-20 
21 

July 
2-5 

11 

Committee on Subsidies and 
Countervailing Measures 
Working Party on Swiss 
Protocol 
Negotiating Group on Agri
culture 
Textiles Committee 
Working Group on Export of 
Domestically-Prohibited 
Goods 
Committee on Tariff Con
cessions 
Working Party on German 
Unification 
GATT Council 
Committee on Technical 
Barriers to Trade 

Committee on Trade and 
Development 
Textiles Surveillance Body 
Working Party on Canada-
US Free Trade Agreement 
Working Group on Export of 
Domestically-Prohibited 
Goods 
Committees on Milk Fats, 
Cheeses and Milk Powders 
Meat Market Analysis Group 
International Meat Council 

Council - Trade Policy Review 
of Thailand and Chile 
GATT Council 

bassador Julio Lacarte-Muro (Per
manent Representative of Uruguay 
to GATT). 
The Group of Negotiations on 

S E R V I C E S will continue to be 
chaired by Ambassador Felipe Jara-
millo (Deputy Permanent Represen
tative of Colombia to the UN, Geneva). 
He will now be assisted by Ambassador 
David Hawes (Permanent Represen
tative of Australia to GATT). 

Mr Arthur Dunkel remains chair
man of the Group of Negotiations 
on Goods (GNG) - to which all of 
the above groups, with the exception 
of that on services, report - and the 
Trade Negotiations Committee when 
it meets at official level. • 


