
U: uiU w 

GATT 
Newsletter 

84 September 1991 

An upsurge in trade disputes through 
Tokyo Round Agreements 

Conciliation and settlement of trade dis
putes are crowding the agenda of sev

eral Tokyo Round committees. The upsurge 
of disputes has forced these committees, 
which normally meet only twice or three 
times a year, to hold special meetings to 
consider the complaints. 

The Subsidies Committee has estab
lished three dispute-settlement panels in the 
past months and has conciliated one dispute. 
Two panels have been created in the past two 
meetings of the Government Procurement 
Committee. The Anti-Dumping Committee 
will soon consider a request for a panel. 

These GATT Committees administer the 
various agreements established at the end of 
the Tokyo Round in 1979 as part of a broad 
attack on non-tariff measures. Many of the 
agreements have their own dispute-settle
ment mechanisms. 

Several of the areas covered by the Tokyo 
Round Agreements - subsidies, anti-dump
ing measures, technical barriers to trade, 
customs valuation, and others - are subject 
to extension or amendment in the Uruguay 
Round, mainly in the negotiating group on 

Rule-Making and TRIMs. The negotiating 
group on Institutions is also looking at pro
posals to fuse the various dispute-settlement 
mechanisms in the GATT into one stream
lined system. 

Dispute over Airbus 
The most controversial trade dispute be

fore the Tokyo Round committees concerns 
a United States' complaint against alleged 
subsidies by a consortium of European 
Community members to the launching 
and production of Airbus civil aircraft. 
On 26 September, the Subsidies Committee 
attempted to conciliate this dispute. In ac
cepting conciliation, the European Commu
nities stressed that its rights under the Civil 
Aircraft Code should also be respected. It 
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proposed that the United States resume bi
lateral negotiations on the Airbus dispute in 

Uruguay Round 

Revised and complete 
package sought for 
November 

Negotiators should aim for agree
ments in all the negotiating areas 

by the end of October or early Novem
ber if they want to fulfil the widely-
shared hopes for the completion of the 
Uruguay Round by the end of the 
year. This was the message given to 
senior negotiators by Trade Negotia
tions Committee Chairman Arthur 
Dunkel in mid-September. 

The TNC Chairman explained that 
his objective was to present to govern
ments, in November, a completely re
vised version of the Uruguay Round 
draft Final Act submitted to the Min
isters at the Brussels meeting in De
cember 1990. 

Mr. Dunkel has asked the chairmen 
of the seven negotiating groups to 
work intensively and urgently in the 
search for final agreements. Political 
breakthroughs should be achieved 
and registered in late October early 
November, if not. "the appropriate 
conclus ions" would ha \ e to be 
drawn . 1 

Watchmaking in Geneva: GATT members observed that Switzerland's economic strength and 
vitality derived from its high degree of integration in international trade (see page 5). 

parallel with the launch of multilateral ne
gotiations for improvement of disciplines in 
the Civil Aircraft Agreement. 

This is the second dispute concerning 
Airbus that had been brought to the Subsi
dies Committee. In March, it established a 
panel to examine an earlier US complaint -
that concerning a German exchange-rate 
insurance scheme for Deutsche Airbus 
(see FOCUS No. 80). In this case, the EC 
also stressed that the provisions of theCivil 
Aircraft Code were more relevant. 

Two other current panels, established by 

(Continued on page 8) 
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Trade policies of 
Norway, 
Switzerland and 
Nigeria reviewed 

In early autumn, the Council held special 
meetings under the Trade Policy Review 

Mechanism (TPRM) to review the trade re
gimes of Norway (24-25 September). S v. it-
zerland ( 25-26 September) and Nigeria ( 1 -2 
October). 

The following are the Chairman's sum
maries of the discussions. The section on 
Nigeria w ill appear in the next issue. 

NORWAY 

Members of the Council commended 
Norway for its commitment to an 

open, stable trading environment, its gener
ally liberal trade policy orientation and its 
consistent support for the fundamental prin
ciples of the multilateral trading system 
through its participation in GATT and the 
Tokyo Round Codes. Although Norway ac
counted for less than one per cent of world 
merchandise trade, the country played a 
leading rôle in world trade, especially in 
sectors such as petroleum and certain met
als, as well as in services such as shipping. 
Members also recognized the high priority 
given by Norway to the successful comple
tion of the Uruguay Round. Norway saw 
further European integration not as a substi
tute for, but as a complement to, the multi
lateral negotiations. 

The Norwegian economy, increasingly 
dependent on petroleum revenue since the 
mid-1970s, had experienced a period of 
painful economic adjustment after the de
cline in oil prices in 1986. Against this back
ground, Council members welcomed 
continuing reform and deregulation affect
ing such areas as textiles, steel and fisheries, 
as well as the liberalization of foreign ex
change transactions. 

Overall, Norway's trade policies were 
moving in a positive direction. Its markets 
were generally open, with few, but signifi
cant, exceptions. Norway's trade system 
was broadly transparent. M.f.n. tariffs were 
mostly low and bound at existing applied 
rates. Anti-dumping or countervailing 
measures had been very rarely used, be
cause Norway had interpreted very strictly 
the rules and procedures of the relevant 
Codes. 

The duty-free treatment, without limita
tions, extended to products covered by Nor
way's GSP scheme - one of the most 
comprehensive amongst developed coun
tries - was welcomed, although utilization of 
preferences was low. Norway recognized 
the dynamic rôle of trade in economic de
velopment and transformation through par
ticipation in trade arrangements with third 

An oil platform in the North Sea: Norway may have a small share in world trade but it plays 
a leading role in petroleum, certain metals and shipping senices. 

countries, including African countries and 
those in central and eastern Europe. 

Concerns 
In examining Norway's existing trade 

policies and practices, members of the 
Council raised a number of concerns: 
• The share of imports from m.f.n. sources 

was low, only some 15 per cent. Most of 
Norway's imports were from preferential 
sources, including EFTA members, the 
European Communities and GSP suppli
ers. This should not call into question 
Norway's adherence to the m.f.n. princi
ple or to GATT articles. However, the 
longer-term implications for the trading 
system raised in this, and other, cases of 
widespread preferential trading arrange
ments should be given fuller reflection by 
contracting parties. 

• Trade policies relating to agriculture were 
conducted on a very different basis from 
those concerning industrial products. 
Levels of assistance to agriculture in Nor
way were among the highest in the world, 
with substantial budgetary transfers sup
ported by a complex and restrictive trade 
régime, including specific and seasonal 
tariffs, licensing procedures, quantitative 
restrictions, State trading practices, health 
and sanitary regulations and export sub
sidies. Target prices established within 
Norway, which appeared to take little ac
count of developments in domestic and 
international markets, gave wrong price 
signals to farmers. Subsidized exports of 
meat, eggs, dairy products and certain 
vegetables contributed to depressing 
world markets and affected efficient agri
cultural exporters. The concept of food 
security, which had recently been reaf
firmed in the Alstadheim Committee re

port, was questioned. 
• With regard to import licensing of agri

cultural products, it was observed that, 
although imports of some products could 
be allowed freely under certain condi
tions of shortfall in domestic supply. 
these conditions were generally never 
met in practice. Moreover, the sporadic 
opening of licences for certain agricul
tural products gave little scope for sales 
from distant or small exporters. 

• Restrictive sanitary and phytosanitary 
regulations virtually precluded imports of 
live animals and plants from many coun
tries. In this connection, Norway's adher
ence to a "no risk" policy as opposed to a 
"scientifically justified managed risk" 
policy was questioned by some members. 
Particular reference was made to Nor
way's ban on imports of wood products 
from certain countries. 

• Information was sought regarding the 
procurement policies of Norway's State-
trading enterprises for grains, wine and 
spirits; in particular whether new, com
petitive suppliers could gain access via 
open tendering procedures. One partici
pant expected issues relating to State trad
ing in grains and pharmaceuticals to be 
resolved in the agreement on a European 
Economic Area. 

• Norwegian standards and technical regu
lations were generally based on interna
tional norms. However, concern was 
expressed about regulatory procedures in 
telecommunications, which were costly 
and affected a wide range of equipment. 

Specific questions 
Among other specific questions raised 

were: 
• The representation of Norwegian con-
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Norway's trade partners 
(1990, in percent) 

Exports Imports 

Members questioned the high proportion of preferential arrangements in Norn-ay's trade. 

sumers in policy formulation, particularly 
on agriculture; 

• Conditions of access for apples and pears, 
where one member considered Norway's 
policy not yet in conformity with GATT 
rules: 

• The effect of the expected European Eco
nomic Area on access for third parties to 
Norway's market, in particular the possi
ble extension to other countries of im
proved access for agricultural products 
granted within the EEA: 

• The effects on world markets of subsidies 
to the fishing industry, given Norway's 
leading position in world fish trade. Infor
mation was sought on recent deregulatory 
measures in Norwegian fish exports: 

• The value to Norw ay of restrictions main
tained under bilateral agreements on tex
tiles and clothing, when over 80 per cent 
of imports in restricted product categories 
were from unrestricted preferential 
sources: 

• The possibility of the extension of GSP 
treatment to new commodities: 

• Government procurement practices relat
ing to specific sectors, i.e. supplies to the 
petroleum industry and electronic equip
ment for motors ay tolls. 
Members welcomed the review being un

dertaken by Norway of its agricultural poli
cies, and Norway's expressed offer, within 
the Uruguay Round, of "tariffication" of 
import restrictions with a view to later re
ductions. Concern was. however, expressed 
regarding the levels of tariffs which might 
be introduced, as well as the "corrective 
factor" proposed by Norway. 

Norway's reply 
In reply to these comments, the repre

sentative of Norway stressed his country's 
consistent support for a multilateral trading 
system providing for an open, liberal and 

predictable trading environment. Norway 
was an open economy with a high depend
ence on foreign trade. Trade was an impor
tant means of promoting growth and 
structural adjustment domestically. 

In agriculture, excludingfisheries. Nor
way was a net importer of food and did not 
produce sugar and protein feedstuffs as a 
result of political decisions. Budget trans
fers to exports were insignificant. Produc
tion control, an integral part of agricultural 
policies, aimed to limit production to do
mestic demand. 

The Government was preparing its White 
Paper to Parliament based on the Alstad-
heim report, submitted in December 1990. 
and comments received on it. The Parlia
mentary debate on Norway's future agricul
tural policies would take place in spring 
1992. Food secunt>. proposed in the report 
as an overriding objective for Norwegian 
agricultural policies in the future, implied 
that future agricultural production and re
source management should be consistent 
with sustainable development. This had 
consequences for regional development and 
overall production. The broad aim of food 
security must be seen in conjunction with 
that of reducing overall costs of agriculture. 

Under the price based import system for 
meat, aimed at maintaining stable domestic 
prices, limited quantities of imports could be 
licensed. Prices, had. how ever, not risen to 
the level which triggered free imports be
cause of effective market regulation by the 
two major meat distributors. 

A quota for sheepmeat dated back to the 
establishment of EFTA. In practice, it had 
been allotted to Iceland based on historic 
imports. 

Norway's State-trading enterprises for 
grain, wines and spirits operated on a non
discriminatory, commercial basis. Pur
chases by the Grain Corporation were made 
on open tenders. Bids were made on the best 

offer, price or conditions. Purchases of 
wines and spirits were carried out in a non
discriminatory way. 

A proposal had recently been made to 
involve consumer interests in the yearly do
mestic agricultural negotiations. No deci
sion had. however, yet been taken. 

An interministerial committee was cur
rently reviewing the import régime, in
ter alia, in light of the Uruguay Round and 
was expected to report at the end of 1991. 
An early result in the Uruguay Round could 
be taken into account. Norway's initial, con
ditional offer in the agricultural negotiations 
implied a significant transformation of its 
import régime. Further elaboration of the 
offer would depend both on the direction of 
the negotiations and on the domestic debate 
concerning future Norwegian agricultural 
policies. Norway fully supported the ongo
ing negotiations on agriculture in the Round 
and was ready to contribute to a successful 
outcome which should include stricter 
GATT rules and disciplines. Norway had, 
however, also consistently stressed the im
portance of non-economic objectives. 

Stringent import measures had been in
troduced in order to maintain Norway's fa
vourable zoosanitary and phytosanitary 
status. Regulations were based on scientific 
evidence and did not differ greatly from 
international standards. Further harmoniza
tion could be expected as a result of the 
ongoing EEA negotiations. The exemption 
from certification for some horticultural 
products during the winter was made possi
ble by the harsh climate, which effectively 
prevented the spread of diseases and pests. 

Norway w as acutely aware of the impor
tance of technical standards for international 
trade. Common international standards 
were concluded in order to avoid barriers to 
trade. A cooperative research effort had been 
undertaken among the Nordic countries par
ticipating also in order to establish whether 
nematodes found in Canada would pose a 
danger for Nordic woods. Norwegian im
port regulations would be reviewed in the 
light of the results of the research project. 
The OECD study on type approval costs for 
telecommunications was misleading, with 
cost data among countries not comparable. 
Norway followed common European stand
ards in the area. 

Norwegian imports offish and fish prod
ucts were generally unrestricted. The only 
product subject to import licensing was 
mackerel: all other fish and fish products 
entered freely w ith zero or very low duties. 
The import licensing for mackerel was lib
eral: imports in 1990 amounted to more than 
37.000 tonnes. 

Government support to the sector w as not 
comparable to those given to agriculture and 
the aim was to reduce and eventually elimi
nate this support. Norway has committed 
itself to dismantling all trade distorting sup
port by January 1993. 

Norwegian fish exports currently faced 
market access barriers, in the form of tariff 
escalation with the EC and quantitative re
strictions in South East Asia. Norway had 
therefore given strong support to the 
United States' "zero-zero" initiative for the 
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Norway in world trade 
Norway is a small economy, with a 

share of under one per cent of world 
merchandise trade. Its merchandise trade 
to GDP ratio is 27 1/2 per cent. In addi
tion. Norway has substantial trade in cer
tain services, in particular shipping. Most 
manufacturing sectors are open to inter
national trade; however, agriculture, 
most services and certain manufacturing 
activities are not directly exposed to for
eign competition. According to Norwe
gian statistics, export-oriented and 
import-competing industries together ac
count for 19 per cent of gross output and 
11 per cent of GDP. 

Crude petroleum, by value 80 per cent 
oil and 20 per cent natural gas. accounts 
for more than 40 per cent of Norway's 
merchandise exports. In addition. Nor
way exported petroleum products worth 
nearly NOK 10 billion (4.7 per cent of 
exports) in 1990. Metals - aluminium, 
ferro-alloys, zinc, nickel and iron and 
steel - form the largest product group of 
non-fuel exports. Other natural resource 
based products such as chemicals, pulp 
and paper and fish are also major export 
items. Ships feature prominently in mer
chandise exports and imports because of 
the large Norwegian merchant fleet. 

Norway's exports are generally char
acterized by a lower degree of processing 
than imports. The major product groups 
in imports is transport equipment, includ
ing ships, aircraft, passenger motor vehi
cles and lorries. Durable consumer 
goods, textiles, clothing and footwear 
and pharmaceuticals are other major im
ports. Norway is, overall, a net importer 
of agricultural products, particularly 
grains, sugar and tropical products; how
ever, imports of locally produced crops 
and other farm products are very low. 

Norwegian sales of crude oil are lim
ited to the North Atlantic Basin because 
of the transportation costs. Natural gas is 
sold on long-term contracts to countries 
in the EC. Norwegian non-fuel trade is 
also concentrated towards the OECD 
area, in particular countries in Northern 
and Western Europe. The EC is Nor
way's major trading partner, accounting 

for nearly 50 per cent of imports and 
more than 55 per cent of non-fuel ex
ports. Trade with the Nordic EFTA part
ners represents almost 20 per cent of 
non-oil exports and imports. Excluding 
ships, trade with developing countries 
accounts for just over eight per cent of 
Norway's merchandise imports and 
around seven per cent of exports. Norway 
has generally not traded extensively with 
countries in Eastern and Central Europe. 

Norway has gone through a period of 
painful economic adjustment since oil 
prices declined in 1986. Monetary and 
fiscal policies have been tightened. Gross 
fixed investment in mainland Norway 
declined by one quarter between 1987 
and 1990. the greatest peacetime fall 
since the 1930s. The effects of domestic 
recession have been evident in the labour. 
financial and real estate markets. An un
employment rate of five per cent (eight 
per cent if people on labour market 
schemes are included) may not be high 
by OECD standards, but it represents a 
postwar peak for the Norwegian econ
omy. Inflation, a recurring problem since 
the mid-1970s, has fallen to an annual 
rate of below four per cent, lower than in 
most of Norway's trading partners. Sur
pluses have been restored in the mer
chandise trade balance and current 
account. However, much of the improve
ment is due to higher export volumes of 
crude oil. 

Two main objectives of current eco
nomic policy are to increase employment 
and reduce Norway's dependence on pe
troleum revenue. The net Government 
cash flow from petroleum has been trans
ferred into a new State Petroleum Fund 
since the beginning of 1991. The Fund is 
not expected to reduce Norway's de
pendence on oil in the short term, but may 
have a longer-term disciplining effect. As 
long as weakness persists in domestic 
demand, any increase in employment 
will have to come from Norway 's export
ing and import-competing sectors. Thus 
far, these sectors have shown few signs 
of expansion. H 

sector. From 1 July 1991 exports offish and 
fish products had been deregulated. 

The comprehensive Norwegian GSP 
scheme accorded duty-free treatment for all 
products covered without limitation. An m-
terministerial committee was currently re
viewing ways and means for improving 
access for developing-country agricultural 
exports to Norway and would present its 
report on 26 September. The conclusions 
and suggested implementation of a time
frame for improved access should not be 
prejudged. The Norwegian offer of tariffica-

tion of the agricultural import régime would 
have implications for agricultural GSP-cov-
ered products. 

The Nordic position in the Uruguay 
Round regarding textiles and clothing was 
to bring trade in these products under the 
general rules of the GATT not later than 
31 December 1999. The Norwegian tariff 
offer, based on a formula approach, covered 
all textile and clothing products. 

Regulations governing investment in the 
offshore petroleum sector had been liberal
ized. This decision opened the way for for

eign companies to take higher financial par
ticipation in promising blocks. Foreign in
vestment in the sector could also be affected 
by a new taxation system effective from 
1 January 1992. 

Central government procurement of 
goods and services contained no require
ments for offsets or minimum local content. 
Defence procurement and utilities operating 
in the electricity-supply sector were not cov
ered by the GATT Code. Bidding for deliv
eries to the Norwegian offshore sector took 
place on an international basis. The import 
penetration in procurement to the sector was 
approximately 50 per cent. 

In the current Budget, the Government 
aimed to reduce transfers to industry; 
change the direction of support to industry-
neutral schemes and give priority to the 
effective attainment of regional and indus
trial development goals. Aid to shipbuilding 
had been gradually reduced to a maximum 
11.45 per cent of contract value and further 
reductions were being considered u. ithin the 
OECD Working Party on Shipbuilding. Any 
agreements reached in the OECD should 
conform to GATT rules and disciplines. 
However, it was questionable whetherexist-

The Council welcomed efforts 
by Norway to reconsider the 
level and nature of farm 
support policies... 

ing GATT rules concerning anti-dumping 
and countervailing duties in practice could 
be applied to the shipbuilding sector. State-
owned companies, notably in the steel sec
tor and the defence industry, had been 
restructured or dismantled. Replying to fur
ther questions, the representative of Norway 
said that the concept of food security com
prised the maintenance of domestic produc
tion capacity and ensuring environmentally 
viable production. The specific climatic and 
geographical conditions of Norway should 
be taken into account. He emphasised that 
the Alstadheim Committee was not to be 
identified with the Government, which had 
yet to define its own aims and objectives for 
agriculture. 

Conclusions 
In conclusion, the Council welcomed 

Norway's commitment to an open multilat
eral trading system and its generally liberal 
policies regarding trade in manufactures 
and fisheries. It welcomed the efforts being 
made by Norway to reconsider the level and 
nature of farm support policies, and Nor
way's openness to negotiation in this area. 
The liberalization which had already taken 
place in Norway's textile trade régime was 
also welcomed. Norway was encouraged to 
move steadily to eliminate all remaining 
restrictions on textiles and clothing. The 
Council expressed concern about remaining 
barriers and distortions to trade in agricul
ture, and Norway's use of the concept of 
food security as a major element in its re-
evaluation of these policies. M 
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SWITZERLAND 

Council members commended Switzer
land for its important rôle in the GATT 

system and in the Uruguay Round. It was 
recognized that the country's economic 
strength and vitality derived to a consider
able extent from its high degree of integra
tion in international trade. For some 
members, Switzerland was a model of eco
nomic development and stability which 
merited closer emulation. By the same to
ken, it was emphasized that the country's 
economic achievements involved a particu
lar responsibility for maintaining and 
strengthening the multilateral trading sys
tem. 

Switzerland's trade policy in the indus
trial sector was outward-oriented, transpar
ent and predictable, based on a 
well-structured system of clear rules. This 
open approach had proved of benefit to the 
adjustment of Swiss industry and was con
sidered a central element in the country's 
leading economic position. 

In ad valorem terms, average tariff levels 
on industrial products were the lowest in the 
OECD area. Moreover, there were almost 
no quantitative restrictions or licensing re
quirements, except for reasons of health and 
environmental protection, national security 
and the like. Some members, however, 
pointed to the distortions inherent in Swit
zerland's exclusive reliance on specific du
ties, which contained a systemic bias against 
relatively cheaper and heavier imports. 
There were also tariff peaks, for example on 
textiles and clothing. 

Members also commended Switzerland 
for never having used safeguard measures 
under Article XIX. or anti-dumping or 
countervailing duties, on industrial prod
ucts. Nor had Switzerland, although a sig
natory to the MFA. concluded an\ 
restrictive bilateral agreements or imple
mented unilateral quantitative measures un
der the Arrangement. In addition. 
Switzerland had refused' to undertake an\ 
export restraint arrangements on industrial 
products and had refrained from launching 
any such initiatives. 

Attention was drawn to the low share of 
m.f.n. in overall trade. More than four-fifths 
of Switzerland's total imports came from 
preferential sources. In the context of Euro
pean integration, this share was expected to 
rise even further. While not calling into 
question Switzerland's support for the mul
tilateral system, members suggested that the 
longer-term implications of regional com
mitments for the country's basic trade policy 
orientation and its external repercussions 
should be examined more fully. Several par
ticipants emphasised the need for the inte
gration process to be open and predictable, 
and hoped that its benefits would also ex
tend to other countries. 

In relation to the Swiss GSP scheme, the 
hope was expressed that its product cover
age could be extended, in particular in the 
agricultural area. It was noted, in this con
text, that Switzerland's trade with non-
OPEC developing countries was in large 
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A Swiss farmer on his combine: Members noted that while Swiss industrial tariffs are the 
lowest in the OECD area, its agriculture was shielded from international price signals. 
surplus. 

The overall level of direct State interven
tion, especially of subsidies to industry, was 
low. However, concerns were expressed 
with respect to the rôle of the cantons in 
industrial promotion and a certain lack of 
transparency in this area. 

Several participants also referred to re
strictive practices in public procurement, 
particularly by cantonal and communal 
authorities. Clarification was sought on 
rules for awarding contracts and the share of 
direct imports in public procurement. One 
member raised questions regarding the op
eration of the telecommunications monop
oly and its effects on trade in goods and 
sen ices, as well as plans for liberalizing the 
!>ector. 

It was recognized that a very large share 
of new standards and technical regulations 
introduced b\ Switzerland were based on 
international norms. However, several par
ticipants pointed to certain trade-impeding 
Swiss requirements. Mention was made of 
the particularly high costs of type approval 
for telecommunications terminal equip
ment. Some members expected the process 
of European harmonization to contribute 
further to streamlining and rationalizing ex
isting Swiss-specific requirements. 

The Secretariat report had drawn particu
lar attention to issues of competition policv 
in particular to the wide variety of cartel-
type arrangements in Switzerland. Many 
participants felt that such collusive practices 
undermined the low levels of tariff protec
tion and the absence of other major trade 
barriers. Although the 1986 Cartel Act was 
a positive change, cartels as such were not 
prohibited, nor was their registration re
quired. It was felt that the criteria for accep
tance of cartels were vague and that 
insufficient importance was given to overall 
economic, including consumer interests. 
Members saw a clear difference in orienta

tion between Swiss laws and practices in the 
field of competition policy and those in most 
other developed countries. 

A number of members referred to the 
rigidities and complexities of the political 
decision-making process. In their view, the 
system tended to operate in favour of well 
organized interest groups, not least in the 
agricultural sector. 

A concern was raised with respect to poli
cies affecting international factor mobility, 
including restrictions on shareholding, ac
quisition of real estate and the movement of 
persons. 

Clarification 
Clarification was sought regarding: 

• Switzerland's interpretation of the con
cept of "subsidiarity" under which inter
vention could be justified if entrepreneurs 
could not overcome foreign trade barri
ère 

• the application of rules of origin, in par
ticular the criterion of "sufficient working 
or processing": 

• the reasons underlying the low share of 
developing countries in Switzerland's 
textiles and clothing imports, in the ab
sence of MFA and similar restrictions: 

• the justification for the continuation of 
Switzerland's long-standing safeguard 
measures on imports of white wine; 

• possible changes in the Swiss citizenship 
requirement for ownership of cinemas 
and film distribution. 
Many members pointed out that Switzer

land's trade policy towards agriculture dif
fered fundamentally from that towards 
industry. A wide and complex variety of 
trade measures was employed, including 
high tariffs, variable levies and supplemen
tary charges, quotas and domestic purchase 
requirements (prise-en-charge system). By 
these measures, Swiss agriculture was heav-
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Switzerland in world trade 
Until the mid 19th century. Switzer

land's lack of natural resources and 
unfavorable conditions for farming lim
ited the possibilities for economic devel
opment and growth. It was not until the 
emergence of international manufactur
ing and services activities, including 
trade, finance, investment and tourism, 
that Switzerland"s economy began to ex
pand rapidly. 

Modem day Switzerland is among the 
richest OECD countries. Its per capita 
income. 45.400 Swiss francs in 1989, 
outstrips those of the United States and 
Canada by more than one quarter. Ex
ports and imports of merchandise are 
each in the order of 30 per cent of GDP. 
Exports of services of almost 15 billion 
Swiss francs (1989) compare with im
ports of over 13 billion Swiss francs. 

Swiss industry, while covering a wide 
range of manufacturing sectors, is highly-
specialized. Intra-industry trade thus 
plays an important part, for example in 
machine tools, where Switzerland is the 
world's third largest exporter and im
ports account for tw o-thirds of domestic 
sales. In addition, as the domestic market 
is small, many typical Swiss industries 
are highly outward-oriented; for exam
ple, the home market for watches ac
counts for less than one-tenth of total 
sales in the sector. 

The EC is by far Switzerland's largest 
trade and investment partner. Preferential 
trade with the EC, under the free trade 
agreement of 1972, accounts for over 70 
per cent of Switzerland's merchandise 
imports and nearly 60 per cent of its 

exports. Germany is the largest market 
and supplier. Half of Switzerland's out-
ward investments between 1986 and 
1989 were destined from the Commu
nity. 

Many economic indicators, including 
Switzerland's continuing low unemploy
ment levels, give a general impression of 
economic strength. However, there are 
qualifications: 

Growth in GDP has been lower than 
in other European OECD countries or the 
OECD area as a w hole; on average over 
the 1980s, two percent as against 2.4 per 
cent in the European OECD countries 
and three per cent in OECD area as a 
whole; 

Inflation has increased to historically 
high levels (over five per cent in 1990). 
Monetary expansion has, to some extent, 
been supported by indexation, particu
larly in the housing sector. 

Swiss industry appears to have lost 
ground in advanced product areas. The 
trade surplus in high technology sectors 
has tended to shrink, at lease since the 
early 1960s. 

Many domestically oriented branches 
- agriculture, construction and elements 
of the public sector (telecommunications, 
railways, electricity) - appear to be less 
efficient than industries producing trad
ables. 

Income comparisons at current ex
change rates thus tend to overrate living 
standards in Switzerland. In terms of 
GDP per head at purchasing power pari
ties, the country ranked behind the 
United States and Canada in 1989. • 

ily shielded from international price signals, 
at considerable cost to consumers, taxpayers 
and. not least, trading partners. The costs 
and distortions involved also affected the 
competitive position of the Swiss economy 
as a whole. Some members suggested that 
these were important factors in explaining 
why real living standards were not as high 
as income comparisons at current exchange 
rates would suggest. 

Switzerland's agricultural policy was 
based on a variety of economic and non-eco
nomic objectives, such as food security as 
well as cultural and environmental consid
erations. The concept of food security, as 
interpreted bv Switzerland. was questioned 
in the light of patterns of international trade 
and integration and its effects on competi
tiveness. Some members failed to see how 
the concept could be applied to all highly 
protected farm products, including wine and 
fresh flowers. Further clarification w as also 
sought on Switzerland's intentions with re
spect to agricultural policy reform, the treat
ment of agriculture in the context of a 
European Economic Area and any resulting 
trade effects for ihird countries. 

Switzerland's reply 
In reply, the representative of Switzer

land said that for many years there had been 
continuous growth in the Swiss economy, 
with high levels of investment, productivity 
and capacity utilization. The Swiss econ
omy had shown great capacities for adjust
ment and adaptation. Unemployment and 
inflation had been kept low. The general 
world economic slowdown had affected 
Switzerland since the second half of 1990. 
The recession had been moderate, although 
unemployment and inflation had risen, but 
a recovery was expected to begin in 1992. 

Closer integration within Europe was an 
important element of Switzerland's trade 
policy. However, statistical data overstated 
the concentration of trade with European 
partners, because of the importance of tran
sit trade. The poor economic situation in 
Africa and Latin America and recent devel
opments in eastern Europe had led to stag
nation of Switzerland's trade with these 
areas. By contrast, trade with other Euro
pean countries and the United States had 
been growing by between 7 and 10 per cent 
annually, and trade with Japan, other Asian 
markets and Turkey had increased even 
more rapidly. 

The principle of "subsidiarity" had eco
nomic and political elements. The State 
would only intervene, as necessary, when 
exporters could no longer overcome foreign 
trade barriers. At the political level, the Con
federation could deal only with those func
tions which had been expressly delegated to 
it by the cantons. 

While the Swiss economy had been 
highly cartelized in the 1930s and 1940s. the 
Secretariat report, as well as certain state
ments by Council members, overstated the 
current importance of cartels in Switzer
land. Most such arrangements had vanished 
over time under the impact of trade liberal
isation, increased import competition and 

new market entrants. The only large cartel 
which continued to exist served to regulate 
price margins for pharmaceuticals. It was 
tolerated for health policy reasons. Foreign 
companies were allowed to participate on 
equal terms. 

There was no known case in recent years 
where cartels had been successful in barring 
import competition. The Swiss repre
sentative felt that collusive practices among 
oligopolies, which were often difficult to 
prove, were potentially more dangerous. 
The new Cartel Act of 1986 was. in sub
stance, not fundamentally different from EC 
law. apart from the area of merger control. 
It had already proved its efficiency, for ex
ample in dissolving cartel arrangements in 
the banking and insurance sectors. 

Switzerland was not unique in having 
difficulties regarding trade in agricultural 
products. The representative of Switzerland 
recalled that Swiss agricultural policy con
tained both economic and non-commercial 
elements, including food security, environ
mental protection and the conservation of 
small-scale agriculture. Food security was 
regarded as an element of Switzerland's 

sovereignty in times of crisis. The concept 
included the maintenance of an adequate 
basis for pioduction in terms of land, seed 
and know-how, as well as the contribution 
of agriculture to social well-being, in
ter alia, through the production of flowers 
and wine. 

There was an intense debate in process in 
Switzerland on agricultural policy. Both in
ternal and external pressures were evident. 
However, there was a consensus on the fun
damental economic and social objectives of 
agricultural policy. At the same time, Swit
zerland recognized the need to adapt its 
policy instruments to the progressive liber
alization of international farm trade. This 
adaptation would be founded on four main 
elements: a more restrictive price policy, 
revision of relevant laws, the possible intro
duction of direct compensatory payments, 
and a substantial reduction of tariffs and 
partial tariffication of NTMs. This last ele
ment had been put forward as Switzerland's 
offer in the Uruguay Round agricultural ne
gotiations. Certain tariffication measures 
would already be introduced in 1992. Much 
would depend on the results of the Uruguay 
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The Swiss delegation welcomes a short break 
Round and of Switzerland's negotiations 
with the EC. 

Overall, 65 per cent of nutritional needs 
were covered by domestic output. However, 
there was only one sector (milk) in which 
production in Switzerland exceeded domes
tic demand. Cheese was exported at subsi
dized rates, but the export prices were still 
higher than those of comparable foreign 
cheeses. For bottled white wine, a quota had 
been introduced in 1975 as an emergency 
measure; this had been notified under Arti
cle XIX of the GATT in 1976 and was dis
cussed regularly in the Working Party on 
Switzerland's Protocol of Accession. 

Some 80 per cent of Swiss standards 
were in line with international norms. 
Standards and technical regulations were 
not used for industrial policy purposes and. 
except for cars and tractors, there were no 
product areas w here Sw iss-specific require
ments could impede direct imports by con
sumers. The costs of type approval for 
telecommunications terminal equipment 
were now substantially lower than indicated 
in the Secretariat report. 

Switzerland's export-risk guarantee sys
tem, based on the principle of self-financ
ing, had been revised in 1989 with the 
objecti\ e of introducing differential premi
ums corresponding better to market condi
tions. The new system was highh 
restrictive: developing countries had al
ready approached the Swiss administration 
to make its application more liberal. The 
deficit of the system w as covered bv repav -
able loans at concessional rates from the 
Confederation. Spending on export guaran
tees had fallen from Sw F 25 billion to 
Sw F 8.5 billion between 1980 and 1989. 

The representative of Sw itzerland noted 
that EFTA countries were presently negoti
ating free-trade agreements with Hungary. 
Poland and the Czech and Slovak Federal 
Republic which, he hoped, would be a 
promising basis for future development of 
trade with these countries and would com
plement the results of the Uruguay Round. 

It was true that most agricultural products 
were excluded from the coverage of Swit
zerland's GSP scheme. However, prefer
ences were extended on 110 four-digit items 
out of 207 , with some duty free. Some 

during the review. (Photo TciniaTunii/GATT) 
preferences went further than those ex
tended to the EC. Given the low level of 
Swiss tariffs, the absence of preferences was 
unlikely to be a major trade barrier and did 
not discriminate in favour of EC and EFTA 
sources, which did not receive preferences 
in agriculture. Utilization of GSP. if pre
cious stones and metals were excluded from 
account, was around 65 per cent, compara
ble to other OECD countries. Similarly, it 
was evident that the more advanced and 
diversified beneficiaries would take the 
lion's share of GSP exports. The repre
sentative of Switzerland recalled that the 
GSP was originally established to assist in
dustrial diversification in developing coun
tries. 

Textiles and clothing originating in EFTA 
countries and processed in Hungary did not 
benefit from preferential treatment in the 
EC EFTA countries had requested the 
elimination of this discriminatory measure 
in their negotiations with the EC and he 
hoped that Hungary would benefit from it. 
The level of imports from developing coun
tries into Switzerland depended entirely on 
consumer taste. In this connection the statis
tical distortion mentioned above was also of 
some relevance. 

The representative of Switzerland re
called that disparities in income levels be
tween urban and rural areas had grown, 
particularly since 1975. These disparities 
were at the root of Switzerland's regional 
policies, which were correctly described in 
the Secretariat report. Regional policy onlv 
defined general criteria for assistance and 
did not specify particular firms or economic 
sectors. Regional assistance was modest, at 
some Sw F 6.2 million in 1990. 

In law. the cantons had a certain leeway 
to grant subsidies. However, there were ma
jor financial constraints. Subsidies extended 
bv the cantons were less than 0.01 per cent 
of GDP and amounted in 1989 to around 
Sw F 47 million. Nine of the 26 cantons had 
no subsidy regime. 

Federal legislation on public procure
ment was compatible with the relevant ob
ligations under the GATT Code. There was 
no discrimination between signatories and 
non-signatories to the Code. In the context 
of the Uruguay Round, Switzerland had 

sought to extend the Code coverage to new 
sectors, including telecommunications, and 
to regional entities. In the telecommunica
tions area, major steps towards liberaliza
tion and privatization were imminent, 
including the abolition of the PTT monop
oly on terminal equipment and telecommu
nications services, with the exception of 
simple voice transmission, and the creation 
of an independent institution to tackle regu
latory issues. 

Switzerland's law on films was to be 
revised. Internal consultations were in pro
gress to that end. There was a large consen
sus on the need for reform and in particular 
for the suppression of film quotas. 

In reply to comments on the use of spe
cific duties, the representative of Switzer
land said that tariffs were extremely low. 
Two-thirds of imports entered at rates 
equivalent to less than 2 per cent. Even low-
cost and heavy products only paid a minimal 
tariff. While there was some dispersion of 
tariffs, this must be read against the very low 
average level. Overall, more than 
91 per cent of tariff lines, covering 
93 per cent of imports, were bound under 
GATT. The existence of tariff escalation was 
one of the principal reasons why Switzer
land had proposed in the Uruguay Round 
negotiations a harmonization formula for 
the reduction of tariffs. Switzerland's offer 
covered textiles and clothing on the basis of 
a strongly harmonizing formula. Switzer
land expected equivalent contributions from 
its trading partners. 

The concept of "sufficient working or 
processing" under rules of origin was ap
plied according to two principles: value 
added or a change in tariff position. Switzer
land could supply details on the rules of 
origin applicable under the free-trade agree
ment w ith the EC. The aim of EEA negotia
tion-- in this field w as not to create new rules 
of origin but to simplify existing rules: there 
w ould. therefore, be no need for transitional 
arrangements. 

Conclusion 
In conclusion, the Council recognized 

Switzerland's leading rôle and responsibil
ity in maintaining and extending an open, 
rule-based multilateral trading system. 
Switzerland's prosperity testified to the 
benefits to be derived from stable, outward-
oriented economic policies and a high de
gree of international market integration. 

The Council expressed the expectation 
that Switzerland, in participating in closer 
European cooperation, would contribute to 
ensuring its continuing openness to the in
ternational economy, consistent vv ith the ba
sic principles of the GATT. 

The Council encouraged the Swiss 
authorities to pursue the liberalization of 
highly -protected sectors, in particular agri
culture. It acknow ledged the steps that had 
been taken in the field of competition policy 
and emphasised the need for continuing 
close links to be maintained and developed 
between domestic and external free trade. 
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Trade disputes 
(Continuedfrom page 1 ) 
the Subsidies Committee, are examining the 
following disputes: 
• Norway/United States: US counter

vailing measures on imports of fresh 
and chilled salmon from Norway. Nor
way has charged that the United States 
had imposed excessive countervailing 
duties while failing to determine whether 
its domestic industry had been injured b> 
the allegedly subsidized imports. The 
panel on this dispute was established on 
26 September. 

• US/Canada: Countervailing measures 
against grain corn from the United 
States. The United States had complained 
that a 1987 Canadian decision to impose 
countervailing duties on US corn was in
consistent u ith the Agreement, in particu
lar because it w as not based on a finding 
that US com shipments had caused mate
rial injury to Canadian producers. The 
panel was established at a special meeting 
held on 18 July. 

Government procurement 
The Government Procurement Commit

tee established two panels in its two most 
recent meetings. At a special meeting on 23 
September, it established a panel to examine 
a US complaint against Norway's award of 
an electronic highway toll collection 
equipment contract for the city of Trond-
heim. The United States said that by exclud
ing a US supplier and instead offering the 

News briefs 
Concerns over high 
butter stocks 

On 18 September, the International Dairy 
Products Council evaluated the the 

situation and the outlook for the world dairy 
market. Concerns were expressed over the 
high world stocks of butter and skimmed 
milk powder, which are expected to rise to 
around one million tons for each product at 
the end of 1991. On the other hand, it was 
noted that cheese was enjoying a lively im
port demand. 

According to a GATT Secretariat report, 
world butter production grew in 1990 at a 
rate of 1.4 per cent amounting to 7.70 mil
lion tons but was decreasing in 1991. Vig
orous demand for light dairy products had 
resulted in substantial surpluses of milk fat. 
which is usually processed into butter. This 
trend plus the continued low butter demand 
in many countries meant that additional 
quantities of butter were offered on interna
tional markets this year. Depressed butter 
prices have also affected sales and prices of 
other dairy products, notably milk powders. 

It was noted that there was a request for 
substantial supplies to the Soviet Union for 
food relief in 1991/92. Anumber of partici
pants stressed the commercial importance of 

contract through a single tender to a domes
tic company, Norway had violated the na
tional treatment and non-discrimination 
provisions of the Agreement. While accept
ing the US request. Norway maintained that 
the contract was for a pilot project covered 
under the research and development provi
sions of the Agreement. 

Another government procurement con
tract, that by the United States for a sonar 
mapping system for the Antarctic, is un
der examination by a panel established at 
the request of the European Community in 
March (see FOCUS No. 83). 

At a special meeting of Committee on 
Anti-Dumping Practices on 4 October. Nor
way is expected to ask for a panel to examine 
United States' anti-dumping duties on 
imports of fresh and chilled salmon from 
Norway. The Committee will also address 
a request for conciliation from the United 
States regarding its complaint against Ko
rean anti-dumping duties on imports of 
US polyacetal resins. 

The Council 
The GATT Council continues to deal 

w ith trade complaints raised under the Gen
eral Agreement. At its next meeting on 8-9 
October, it will be considering for a second 
time a US request for a panel to examine EC 
import restrictions on pork and beef under 
the Third Country Meat Directive. A panel 
report on US restrictions on imports of tuna, 
circulated to GATT members in early Sep
tember, has been taken off the Council 
agenda at the request of Mexico and the 
United States. I 

this market and sought assurances that any 
decision to provide food aid in response to 
a request from the USSR should be such as I 
to cause minimum disruption to the com
mercial market. M 

72nd GATT trade course 

Twenty-five officials from as many de
veloping countries are taking part in the 

seventy-second GATT Trade Policy Course 
in English which began on 26 August and 
will end on 6 December. 

Since the programme began in 1955, the 
GATT programme has benefitted 1,219 of
ficials from 114 countries and ten regional 
organizations. The courses are aimed at giv
ing participants greater understanding of 
trade policy matters, the work being done by 
GATT, major problems of international 
trade, and results of GATT negotiations. I 

GATT panelist's book out 

Judge Pierre Pescatore. a panelist in sev
eral GATT dispute-settlement cases, has 

just published Handbook of GATT Dispute 
Settlement. A comprehensive reference, the 
handbook provides an analysis of each 
GATT panel report. It is available from 
Transnational Juris Publications. Inc. (PO 
Box 7282 Ardsley-on-Hudson, New York) 
and Kluwer Publishers (PO Box 23, 7409 
GAT Deventer. the Netherlands ). I 
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I AGENDA 1 
The following is a tentative schedule 

of meetings for October: 

On call 

1-2 

1-4 

3-4 

4 

8-9 

11 

15-16 

16-18 

16 

16-18 

17-18 

18 

21-1 
Nov. 

22-23 

24-25 

22,28 

29 

30 

Trade Negotiations 
Committee 

Council: Trade Policy 
Review of Nigeria 
Textiles Surv. Body 

Neg. Group on 
Agriculture. NG on 
Rule-Making and 
TRIMs 

Working Party on US-
Canada Free-Trade 
Aqreement 

Committee on Anti
dumping Practices 

GATT Council 

Sub-Committee on 
Least-Developed 
Countries 

Working Party on 
Protocol of 
Accession of Poland 

NG on Agriculture 

Surveillance Body 

NG on TRIPs 

WP on Paraguay 

Com. on Government 
Procurement 

Group of 
Negotiations on 
Services 

Com. on Subsidies 

NG on Institutions 
Com. on Anti-
Dumping Practices 

Com. on Trade and 
Development 

Committee on Import 
Licensing 

NG on Institutions 


