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Uruguay Round 

Agreements expected by end of year as 
negotiators start the 'final sprint' 

Senior negotiators are making a deter
mined push to achieve a final package 

of results in the Uruguay Round before 
the end of the year. Since 11 November, 
the chairmen of all seven negotiating 
groups have been conducting continuous 
and simultaneous negotiations to estab
lish agreements. 

On 29 November, the TNC Chairman at 
official level, Mr. Arthur Dunkel. reported 
to heads of delegations that "there is no 
doubt that our process has moved forward." 
Referring to new negotiating texts in agri
culture and anti-dumping, among others, he 
pointed out that "now. finally, we have avail
able a basis for negotiation in each and e\ ery 
subject of our agenda" (see page 3). 

Mr. Dunkel said he intended to put the 
whole negotiating process back on track 
immediately after the Forty-Seventh Ses
sion of the Contracting Parties (3-5 Decem
ber). "We must push forward in all areas 
w ith a view to achieving substantial results 
across the board." he said. He added that 
"some time before 20 December, we can 
determine whether we have succeeded and. 
as you all know. success is at hand". 

"Ev ery day counts." the TNC Chairman 
stressed. "The next weeks - and >our flexi
bility as negotiators - will determine 
w hether the Uruguay Round w ill end w ith 
substnatial agreements or whether we will 
be confronted with the unthinkable possibil
ity that these negotiations are merely re
ferred to as a missed opportunity." he said. 

Mr. Dunkel observed that "as we enter the 
final phase of the negotiations, the highest 
political levels in the participating govern
ments are fully engaged and aware of the 
compromises which ha\e to be made. 
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TNC Chairman Arthur Dunkel: "We must push 
forward in all the areas" 

(The Uruguay Round was at the centre of 
talks held in the Hague on 9 November 
between President George Bush and Dutch 
Prime Minister Ruud Lubbers, current head 
of the European Community Council of 
Ministers, and EC Commission President 
Jacques Delors. They declared that to give a 
new momentum to the negotiations, they 
have "decided to endeavour to overcome 
divergences." and that in agriculture, they 
have "made progress in narrowing differ
ences." In Seoul on 14 November, ministers 
of the 15-nation Asia Pacific Economic Co
operation (APEC) pledged "to take the po
litical decisions needed to assemble a 
detailed package by the end of this year." 
High-le\el meetings supporting the Round 
have also taken place in Latin America and 
Africa. ) 

The strategy for the final phase of the 
Round w as agreed at the TNC meeting on 7 
November. Mr. Dunkel identified specific 
points (see page 2) on which decisions 
should be taken right away. Recent work in 
Geneva and in the capitals, he explained, 
had enabled him and the chairmen of the 
groups to produce an annotated negotiating 
agenda "for our final sprint." H 

November Council 

Dispute panels jump 
from 1 to 11 

In his regular report on dispute-set
tlement panels at the Council meet-

ing on 12 November , the 
D i r ec to r -Gene ra l , Mr . A r t h u r 
Dunkel, pointed to a remarkable in
crease in the number of trade disputes 
lodged in the GATT this year. At 
about the same time in 1990, he said, 
only one panel was active but "today, 
as we redouble our efforts to bring the 
Uruguay Round to a successful con
clusion, eleven panels are active, with 
up to five new panels likely to join the 
list over the coming months." 

He noted that the active panels in
cluded six established since July to ex
amine disputes related to the Tokyo 
Round agreements on subsidies and anti
dumping procedures. 

While recent panels have generally 
respected the deadlines up to the submis
sion of their reports to the Council, Mr. 
Dunkel observed that the GATT faced 
an "increasing problem of conditional 
and incomplete implementation of panel 
reports." 

"Panel reports interpret existing 
rights and obligations, and therefore 
need to be implemented regardless of the 
results of the Uruguay Round." Mr. 
Dunkel stressed. Pointing out that Can
ada, the European Communities. Japan 
and the United States were involved in 
over 95 per cent of all GATT panel 
cases, the Director-General said that it 
was "particularly important that these 
countries, which rely so heavily on the 
GATT dispute settlement mechanism, 
make a concerted effort to once again 
face up to this important issue." 

The eleven active panels will soon 
submit their reports for adoption, Mr. 
Dunkel said. Thus, it was important to 

(Continued on page 5) 
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Arthur Dunkel 

"Success is at hand" 
The following are excerpts from two reports 
on the state of play in the Uruguay Round, 
given by the TNC Chairman. Mr. Arthur 
Dunkel. to senior negotiators on 7 and 29 
November, respectively : 

"The basic elements of the 
Uruguay Round package" 

Let us avoid the trap of looking at the 
negotiating process solely in terms of 

the negotiating structure. In other words, 
attention should be more and more ad
dressed to the basic elements of the global 
package which is our goal. These elements 
are: 
• market opening, a traditional and central 

part of all multilateral trade negotiations: 
• rule-making, which in this Round means 

(a) establishing multilateral rules and dis
ciplines in areas of increasing trade im
portance: (b) strengthening existing rules 
in order to underpin and secure the higher 
levels of market opening and competition 
which will be achieved: and (c) putting in 
place a dispute settlement system capable 
of dealing with future challenges to the 
multilateral system: 

• bringing agriculture and textiles and 
clothing under improved multilateral 
rules and disciplines: and 

• the institutional support necessary for im
plementing and securing the results of the 
negotiations. 
I am going to take these four elements one 

by one. Let me, however, remind you that 
they have to be considered against the needs 
of the world economy - a world economy in 
urgent need of stimulation and greater 
growth, a world economy in which radical 
economic reforms are occurring in a large 
number of countries in Asia, Africa, Latin 
America and Central Europe, not to speak 
of the Soviet Union, reforms which involve 
adoption of the basic GATT philosophy. 

The Uruguay Round offers us, therefore, 
an historic opportunity to establish a 
strengthened multilateral trading system. 
broader in scope and more universal in 
membership. 

Market access 

Market access cuts across virtually the 
entire negotiating agenda: manufac

tured products, tropical products, natural re
source-based products, textiles and clothing 
and agriculture. Market access negotiations 
involve not just the reduction and elimina
tion of tariffs and non-tariff measures at the 
border, but also corresponding commit
ments at the level of domestic policies that 
distort trade and competition. It is therefore 
central to the balance that every government 
would like to achieve in the overall package. 

The immediate problem is to set the scene 
for an effective negotiating process involv
ing broad-based exchanges of concessions 
on the basis of the most-favoured-nation 
principle, taking into account the particular 
needs of developing countries. 

One trigger to start the process lies in an 
earlv agreement on modalities, includina 

Canadian Assistant Deputy Minister Germain 
Denis: Chairman of the Market Access Group 
(Photos by Tania Tans GATT) 
tariffication. for negotiating market access 
as part of the reform programme being ne
gotiated in agriculture. 

A second trigger is agreement on modali
ties for liberalizing trade in textiles and 
clothing, and for integrating this sector into 
the GATT. 

The opening up of markets through the 
reduction of existing barriers is a key ele
ment of the negotiations in services. This is 
the purpose behind the initial commitments 
negotiations which will be an integral part 
of the General Agreement on Trade in Serv
ices (GATS). 

Rule-making 

The establishment of multilateral rules 
and disciplines in areas of increasing 

trade importance brings me to two key sub
jects of the Uruguay Round - Services and 
Trade-Related Aspects of Intellectual Prop
erty Rights, including Trade in Counterfeit 
Goods (TRIPS). 

In Services, governments must adhere to 
the application of unconditional most-fa
voured-nation treatment as a general obliga
tion and sharply restrict exemptions. This 
applies especially to such important service 
sectors as maritime transport, basic tele
communications, and audiovisual services. 
as well as to the movement of personnel 
related to the supply of a service. 

Technology and creativity have become, 
like services, a critical factor in international 
economic relations and competition. The 
TRIPS negotiations have brought within 
grasp an international consensus on a very 
wide range of issues concerning the impact 
of protection and enforcement of intellec
tual property rights on international compe

tition. To bring this work to fruition three 
basic decisions have to be made. First, the 
level of protection must be adequate: this 
w ill require significant changes in national 
legislation in all countries. Second, govern
ments must be convinced that the new con
sensus will be operational: this will require 
an effective multilateral dispute settlement 
mechanism and a commitment to use it as 
the means of settling disputes on TRIPS 
matters. Third, for a number of go\ emments 
which are mainh importers of technology, 
the commitments in this area w ill have to be 
viewed in the context of the overall results 
of the Round. 

A central part of the negotiating agenda 
concerns strengthening of existing rules and 
disciplines in the GVTT s>stem. In anti
dumping, the main task is now to find an 
acceptable compromise between the objec
tive pursued by many governments of 
strengthening existing rules in such areas as 
the determination of the existence of dump
ing and injury, and the objective pursued by 
others of introducing new rules to ensure 
that the enforcement of legitimate anti
dumping measures is not circumvented. 

In the area of subsidies and countervail
ing measures the key question is w nether the 
negotiators are ready to accept, in return for 
improved disciplines on the use of subsidies 
in general, that some subsidies w hich are not 
meant to have any trade distorting effects 
may be non-actionable (i.e.. neither counter
vailing measures nor multilateral counter-
measures will normally be taken against 

Brazilian Ambassador George Maciel: Chair
man of the Negotiating Group on Rule Making 
and TRIMs. assisted by Swiss Ambassador Rudi 
Ramsauer. 

them). The second key question is the scope 
of special treatment for developing coun
tries. If a satisfactory solution is found to 
these two issues, participants will have got 
parameters indispensable for resolving 
other outstanding problems. 

In the safeguards negotiations, the three 
main outstanding issues are: "quota modu
lation" (i.e.. whether in an overall import 
quota, the share allocated to countries found 
to be contributing more to global injury 
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Uruguayan Ambassador Julio Lacarte-Mui 6: 
Chairman of the Group on Institutions 

could be lower than the share allocated to 
Ihem on the basis of recent trade patterns): 
the time period allowed for phasing out 
"grey area" measures such as voluntary ex
port restraints and orderly market arrange
ments: and the provisions which would 
preclude the use. for safeguards purposes, 
of measures other than those provided tor in 
the agreement. 

Texts of revisions to seven GATT Articles 
are awaiting adoption - on Articles II: 1(b). 
XVII. XXIV. XXV:5. XXVIII. XXXV - as 
well as a revised text for the Protocol of 
Provisional Application. These would con
tribute greatly to the strengthening of the 
GATT system. With the same objective in 
view, governments also have before them 
proposals to improve the functioning of the 
provisions relating to measures taken for 
balance-of-payments purposes. 

Concerning Trade-Related Investment 
Measures (TRIMS), though there are differ
ent opinions on a TRIMS agreement, the 
questions which must be addressed are: the 
specification of measures inconsistent with 
Articles III and XI of the GATT: the estab
lishment of disciplines on export-perform
ance requirements: the transitional 
arrangements needed in respect of measures 
to be eliminated: and the institutional sup
port for any further warjs in thi- area 

Still in the broad area of rule-making, and 
effective implementation, governments 
have to put in place a reinforced and credible 
dispute settlement system for dealing with 
future challenges to the multilateral trading 
system. The degree to which the dispute 
settlement process should be automatic and 
binding, and the linked question of doing 
away with unilateral measures, are two ma
jor questions to be resolved. A third key 
question is the application of the dispute 
settlement process across the board to the 
package of the Uruguay Round results, par
ticularly if all the results must be accepted 
as a single undertaking... 

Agriculture, 
textiles and clothing 

Let me now turn to agriculture. At the 
TNC in February this year I noted par

ticipants" agreement to negotiate specific 
binding commitments in each of the three 
areas of domestic support, market access 
and export competition, and to reach an 

agreement on sanitary and phytosanitary is
sues. Major elements of the reform pro
gramme have emerged through the 
intensive work carried out since then, in
cluding broad consensus on the product 
coverage of the agriculture negotiations. As 
agreed, special and differential treatment 
will apply in respect of developing coun
tries. In addition to the fundamental point 
concerning market access to which I have 
already alluded, three further political deci
sions are key to bringing all the elements 
together and finalizing the package: 
• the direct payments to be exempted from 

reduction commitments on domestic sup
port; 

• the policy coverage of reduction commit
ments in the export competition context; 
and 

• the amount, base period and duration of 
commitments to reduce support and pro
tection. 
In textiles and clothing, the central prob

lem is the so-called "economic package", 
consisting of the product coverage of the 
agreement, the percentages for integration 
of products in stages, growth percentages 
for quotas on products not yet integrated, 
and the duration of the agreement. Success
ful conclusion of the textiles and clothing 
negotiations will bring this sector within 
GATT rules and disciplines after decades of 
managed trade. Trade in this sector amounts 
to almost a tenth of world trade in manufac
tures and is of crucial importance to a large 
number of participants. 

Institutions 

Inow come to the last of the four elements 
of the negotiations - the institutional sup

port necessary for implementing the results. 
A very well coordinated approach is essen-

Snedish Ambassador Lars Anell Chairman of 
the Segotiaring Group on TRIPs 

tial in respect of the infrastructure that will 
be put in place to fulfil the requirements of 
notification, monitoring, surveillance, and 
dispute settlement arising from a large num
ber of Uruguay Round agreements. Agricul
ture, textiles and clothing. TRIPS. TRIMS 
and services come immediately to mind and 
there are others as well. 

And now a word about the negotiating 
strategy for November. Starting from Mon
day. 11 November, the seven chairmen will 

be conducting continuous and simultaneous 
negotiations in this building with a view to 
establishing agreed texts in the individual 
areas. By the end of this month, and on the 
understanding that nothing is final till every
thing is agreed, we must be in a position to 
consider in the Trade Negotiations Commit
tee the results achieved across the board. 

In any case, the TNC remains on call and 
will be required to review the process at any 
time during this period if deadlocks occur. 
This is. of course, in addition to the func
tions which the GNG and GNS have been 
charged to perform in terms of their man
dates. 

Heads of Delegation Meeting, 

29 November 1991 

"We have moved forward" 

There is no doubt that our process has 
moved forward. And this thanks to the 

greater readiness of participants to show 
their cards and thanks also to the untiring 
efforts and dedication of the Chairmen. The 
most visible proof of this forward move
ment lies in the fact that. now. we have 
available a basis for negotiation in each and 
every subject of our agenda. The situation 
varies, of course, substantially from subject 
to subject—in some areas there is much 
more work to be done than in others. 

However, the fact remains that this major 
development has put negotiators in a posi
tion to pose clearly to their capitals the key 
political issues on which decisions need to 
be taken immediately across the board if we 
are to succeed in concluding the Uruguay 
Round successfully and expeditiously. It is 
no accident that, as we enter the final phase 
of the negotiations, the highest political lev
els in the participating governments are 
fully engaged and aware of the compro
mises which have to be made for solutions 
to emerge. 

In my view the next hours and days w ill 
be crucial. The annual meeting of the Con
tracting Parties will give participants a wel
come breathing space—to take stock, to 
review positions, and to get new negotiating 
mandates where necessary. 

It is my intention to put the whole nego
tiating process back on track on 5 December 
and push forward intensively. Our guiding 
principle continues to be nothing is final till 
everything is agreed. But. dynamically ap
plied, this means that we must push forward 
in all areas w ith a view to achiev ing substan
tial results across the board. My aim is to do 
just this so that some time before 20 Decem
ber, we can determine whether we have 
succeeded and. as you all know, success is 
at hand. 

Let me now give you a succinct assess
ment of the state of affairs: 

Continuous bargaining 

The market access negotiations have now 
moved into a continuous bargaining 

process with a view to developing, in the 
next few weeks, the substantive political 
package. There are. however, important po-
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litical breakthroughs to be made before a 
meaningful overall market access deal can 
emerge. 

Among the positive developments, there 
has been: 
• A renewed political commitment among 

a wide range of participants that a sub
stantial and balanced trade liberalization 
package is a central element for a success
ful Round: 

• Developments in the negotiations in agri
culture—these have been helpful in re
moving doubts on product coverage and 
negotiating links w ith access issues in this 
key area: 

• Systematic efforts in the last two weeks 
to advance bilateral negotiations across 
the whole range of tariff and non-tariff 
measures issues: and. 

• Informal plurilateral stock-taking exer
cises held on tropical products, resource-
based products and other sectoral issues, 
as well as on other tariff and non-tariff 
measure issues. 
Work is continuing on a set of "Chair

man's Guidelines" on credit for tariff bind
ings and the liberalization of non-tariff 
measures and on recognition for autono
mous liberalization measures when assess
ing offers by developing countries. As these 
guidelines take account of the principle of 
special and differential treatment, they 
should facilitate the participation of devel
oping countries in the market access nego
tiations, in particular in respect of increased 
tariff bindings. 

All cards on the table 

Since our last stock-taking at the TNC 
meeting on 7 November, consultations 

among and between participants have con
tinued and intensified in the textiles and 
clothing negotiations. These have been use
ful in clarifying doubts, thus placing the 
negotiating text on which we are working in 
much clearer perspective. Important con
cepts and terms in many provisions of the 
draft agreement have been clarified. In ad
dition, through this process, understanding 
has been reached in a number of operational 
provisions relating to the functioning of the 
Textiles Monitoring Body and the working 
of the safeguard mechanism. 

I should state very clearly that the hard
core problems identified at the last TNC 
meeting stand unresolved even today ... the 
breakthroughs must come now and I must 
stress that every day counts. As we all know, 
textiles and clothing are a central part of the 
Uruguay Round package and a balanced 
result in this sector is important in itself. But. 
also, textiles is an important trigger for de
velopments elsewhere, notably in the mar
ket access negotiations. 

It is encouraging that efforts are being 
directed towards giving the Chairman's text 
greater precision and clarity while preserv
ing its basic framework. Indeed, even on the 
central issues, various solutions are being 
evolved and discussed. I have suggested 
some approaches myself in respect of the 
economic package. 

Intensive work has been conducted on the 

"The negotiating process in agriculture is now 
engaged at all levels andproceedin ? within more 
clearly defined parameters " lILO Photoi 

transitional safeguard mechanism. A large 
part of the problem in this area consists not 
so much in drafting or finding language as 
in allaying suspicions, misgivings and un
certainties that decades of managed trade 
have created in this sector. While, here 
again, there w ill be need for improvements. 
I would caution against trying to find words 
or phrases to accommodate every specific 
concern, real or imaginary. 

The scene is now set for the final nego
tiations. All the cards are on the table and 
my sense is that negotiators are ready and 
waiting to strike the deals. 

A trigger for progress 

In agriculture, the considerable amount of 
work that has been done to identify nego

tiating approaches at the technical and po
litical levels has led to the circulation of 
"Draft Working Papers'' on the Chairman's 
responsibility. 

These papers identify the key elements 
on which political decisions now need to be 
taken. In addition they provide the basis for 
the framework of the Uruguay Round agree
ment on agriculture as well as for focusing 
negotiations on operational texts. I might 
add that the papers are not exhaustive in the 
coverage of issues to be resolved. For exam
ple, they do not cover the details of the 
reduction commitments in domestic sup
port, market access and export competition 
in terms of either the size of these commit
ments or their base and implementation pe
riods. Certain legal and institutional aspects 
are also not included but would have to be 
looked at later on. Overall, however, I still 
feel that these papers represent a pragmatic 
step forward in our common effort to ad
vance the negotiations. They have been, 
during the last days, at the centre of inten
sive informal and formal discussions on 
which I have reported regularly in the Ne
gotiating Group on Agriculture where par
ticipants have put their positions on record. 

It is my perception that the negotiating 
process in agriculture is now engaged at all 
levels and proceeding within more clearly 
defined parameters. Breakthroughs on the 
issues I had identified in my stock-taking at 
the last TNC meeting are now of the utmost 
urgency. These breakthroughs are needed 
not just for the negotiations in this sector but 
also for triggering the negotiating process in 

a number of other key areas of the Round. 
Every day counts. 

New draft papers 

In the Rule Making area, we have seen 
positive developments since the last 

meeting of the TNC. but much more inten
sive efforts are necessary if we want to 
resolve all outstanding issues. 

In the area of subsidies and countervail
ing measures the Group has continued its 
work on the basis of the existing text. The 
Chairman of the Group has held bilateral 
and plurilateral consultations, in particular 
on the issue of special treatment for devel
oping countries. While some progress has 
been made, there has not yet been enough to 
enable the Chairman to produce a re\ ised 
text. 

In the area of anti-dumping, the Group 
has now a draft w orking paper reflecting the 
present state of the negotiations. This paper 
pro\ ides the parameters for the final nego
tiations. 

In the area of safeguards, the work has 
concentrated on a major outstanding issue, 
namely, the prohibition and elimination of 
grey -area measures. The progress achieved 
so far has enabled the Chairman to submit a 
revised version of the Brussels text incorpo
rating a new provision dealing with this 
question. 

The negotiating group's work in the area 
of TRIMs is being conducted on the basis 
of a draft agreement circulated by its Chair
man on 30 October. A number of fundamen
tal decisions have yet to be taken, but there 
are good grounds for hope that it will be 
possible to resolve the remaining differ
ences in the near future. 

In the area of balance of payments, the 
group has now available to it a draft text 
circulated by its Chairman on 25 October. 
This text deals with procedures in the Bal-
ance-of-Payments Committee and the man
ner in which measure taken for 
balance-of-payments reasons should be ap
plied. I fell that the text contains both useful 
clarifications of existing disciplines as well 
as the strengthening of these disciplines. 
The fact that consultations are now being 
conducted in a much more focused and re
sult-orientated manner shows the new mood 
of flexibility and pragmatism among the 
participants. 

Before moving to the next area I would 
like to draw your attention to a communica
tion on GATT rules and disciplines formally 
circulated by thirty countries. I consider this 
to be a positive contribution to our work. 

Agreement within reach 

In the area of TRIPs, the Chairman has 
held intensive consultations which have, 

by now covered the whole of the draft agree
ment. Work continues to be based on the text 
that had been sent to Brussels. 

Useful progress has been made and this 
has enabled the Chairman to circulate, on 25 
November, new language which registers 
the advance achieved so far. My firm im-

Continued on page 8 
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Council 
(Continuedfrom page I) 

consider that "a dispute settlement mecha
nism can only be effective if there is a con
sensus on the value of substantive rules and 
in their bona fide application." The Direc
tor-General emphasized that "whatever pro
cedural improvements we achieve in the 
Uruguay Round, they will be no substitute 
for the determined application of a set of 
rules agreed in good faith by the Contracting 
Parties." 

Many Council members supported the 
Director-General's call for speedy imple
mentation of adopted panel reports. Smaller 
trading nations, in particular, emphasized 
the importance of an effective dispute-set
tlement mechanism in protecting their 
GATT rights. 

The Council agreed to keep the subject of 
panel report implementation as part of the 
regular agenda. 

US to propose reconvening of 
oilseeds panel 

The United States said it intended to pro
pose at the Forty-Seventh Session of the 

Contracting Parties (3-5 December 1991) 
the reconvening of members of the oilseeds 
panel. The panellists, it said, should exam
ine whether the measures taken by the Euro-
pean Community comply with the 
recommendations and rulings set out in the 
panel report adopted by the Council in Janu
ary 1990 (see Focus Nos. 68 and 85). and 
submit conclusions within 90 days. 

The European Community counselled 
for patience on this matter. To decide on a 
course of action now. it said, would be tan
tamount to prejudging measures not >et de
cided in Brussels. It expressed optimism 
that the decision-making process on this 
case "w ill come to fruition" before the 47th 
Session. The Community emphasized that it 
was fully aware of its GATT obligations, 
and uould "behave" accordingly. 

The Council also considered follow-ups 
of other adopted panel reports. Australia. 
New Zealand, the United States. Argentina 
and Uruguay pressed Japan to complete the 
implementation of a panel report on restric
tions on agricultural products b\ lifting bar
riers on starch and dairy products. Japan 
said it was ready to continue with consult
ations on this matter. On the other hand. 
Japan expressed concern about the non-im
plementation of panel reports concerning 
EC regulation on imports of parts and com
ponents, and US Section 337. 

Canada indicated that it would agree to 
the adoption of a 1985 panel report on meas
ures affecting the sale of South African gold 
coins at the conclusion of the Uruguay 
Round. It also announced it would no longer 
pursue its case in a panel (currently inactive) 
established to examine US restrictions on 
some sugar-containing products. 

Venezuela, referring to the panel report 
on US restrictions on imports of Mexican 

tuna, said it was also subject to a similar 
embargo and urged the United States to lift 
the restrictions. The Chairman said he had 
been informed that Mexico and the United 
States were studying the tuna panel report 
(submitted to GATT members in September 
1991) with the greatest of care. The two 
parties, he said, have requested the dere-
striction of the panel report (see page 6). 

Report on Canada-US FTA 
adopted 

The Council considered a report of the 
working party that had examined the 

Canada-United States Free Trade Agree
ment. The agreement established the 
world's largest bilateral free-trade area, 
covering trade in goods and services 
amounting to over US$200 billion annually. 
It entered into force on 1 January 1989 and 
provided for the elimination of all tariffs 
between the two countries over a ten-year 
period. 

Contracting parties are required to submit 
to the GATT for examination any free-trade 
area or customs union agreement. The Gen
eral Agreement recognizes, in Article XXIV. 
the value of closer integration of national 
economies through freer trade. It therefore 
permits such groupings, as an exception to 
the general rule of most-favoured-nation 
treatment, provided that certain conditions 
are met. These conditions are intended to 
ensure that the arrangements facilitate trade 
among the countries concerned without 
raising barriers to trade with the outside 
world. 

The chairman of the working party. Am
bassador David Haw es ( Australia ). said that 
as the working paru was unable to reach 
conclusions as to the consistency of the 
agreement with GATT provisions, it had 
limited itself to reporting the views ex
pressed during the examination. 

Before the w orking party. Canada and the 
United States maintained that the agreement 
was fully consistent with the requirements 
of Article XXTV and had created a free-trade 
area compatible w ith GATT. 

Members of the w orking party welcomed 
the attempt of Canada and the United States 
to enter into a free-trade agreement consis
tent with the provisions of GATT. However, 
some members raised concerns relating 
principally to: 
• the limited availability of detailed statis

tical information to appreciate whether 
the agreement had been trade-liberalizing 
and had not had a trade-diverting effect: 

• the exceptions allowing restrictions on 
trade between the two parties in certain 
agricultural products: 

• the lack of a clear plan and schedule for 
the elimination of barriers in a number of 
agricultural products covered by emer
gency clauses; 
the restrictive effects of provisions on 

other regulations of commerce including the 
rules of origin, the suppression of the duty 
drawback scheme and the suppression of 
export-based duty remission in the automo
tive sector, and the US waiver of customs 
user fee on imports from Canada; 

Car assembly in Canada: the largest bilateral 
free trade agreement comes under GATT scrutiny 

• selective non-application of global emer
gency action to the other party and the 
relationship between Articles XIX (Safe
guards) and XXIV (Free-trade Areas and 
Customs Unions). 
The working party recommended that 

Canada and the United States furnish reports 
on the operation of their free-trade agree
ment, with the first such report to be submit
ted in 1993. 

Ambassador Hawes said that the lack of 
conclusions in the report should not come as 
a surprise. "Over fifty previous working 
parties on individual customs unions or free-
trade areas have been unable to reach unan
imous conclusions on the compatibility of 
these agreements with the GATT—on the 
other hand, no such agreement has been 
explicitly disapproved." he said. 

GATT faced the prospect of examining 
many new customs unions or free-trade ar
eas currently under negotiation or being en
visaged in various parts of the world, he 
said. However, members engaged in efforts 
to produce agreements that would conform 
w ith GATT rules were hampered by the lack 
of clear guidance from past reports of work
ing parties. 

Ambassador Hawes noted that a draft 
Uruguay Round decision on .Article XXIV 
would reinforce the present review proce
dures. It would also underline that dispute 
settlement provisions remain available to 
resolve any matter arising from the applica
tion o\ the provisions ot Article XXI\ 
"Given these enlarged opportunities to re
spond to future problems. I hope it may 
prove easier in the future to reach unani
mous conclusions on new agreements sub-
mined under Article XXIV." he said. He 
suggested that the Council give some fresh 
thought to how working party examinations 
of Article XXIV agreements ought to be 
conducted and. in particular, to the kind of 
conclusions they could most usefully seek. 

Canada and the United States expressed 
disappointment that the working party had 
failed to arrive at the conclusion that their 
free trade agreement was consistent with the 
GATT. They stressed that the purpose of this 
bilateral arrangement was to facilitate trade 
and not raise trade barriers. 

India said that the lack of definitive con
clusions in reports of Article XXIV working 
parties posed the danger of giving a virtual 
GATT carte blanche to participants in re
gional trade arrangements. The European 
Community reserved its GATT rights with 

(Continued on page 7) 
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GATT Dispute Settlement 

Mexico/United States: US restrictions on tuna 
In eastern tropical Pacific Ocean, schools of 

yellowfin tuna often swim beneath schools of 
dolphins. When tuna is harvested with purse 
seine nets, dolphins are trapped in the nets and 
die unless released. 

The United Slates* Marime Mammal Protec
tion Act (MMPA) sets dolphin protection stand
ards for the domestic fishing fleet and for 
countries whose fishing boats catch yellowfin 
tuna in that part of the Pacific Ocean. If a 
country exporting tuna to the United Stales 
cannot prove to US authorities that it meets the 
dolphin protection standards set out in the 
MMPA. the US government must embargo all 
imports of the fish from that country and from 
"intermediary"" countries that purchase tuna 
from the country subject to the direct embargo. 
Under this law, the US government has pro
hibited imports of yellowfin tuna and tuna pro
ducts from Mexico, Venezuela and Vanuatu, 
and from the intermediary countries of Costa 
Rica. France, Italy. Japan and Panama. 

In February this year, Mexico asked for a 
dispute settlement panel, arguing that the US 
embargo on yellofin tuna and tuna products was 
inconsistent with G A T T provisions. The United 
States maintained that GATT's national treat
ment provisions (Article HI) permitted the 
enforcement at the border of dolphin protection 
standards set out in the MMPA. The Council 
established a panel to examine this dispute. 

The panel submitted its report to GATT 
members last September. It found that the stand
ards of Article III - namely, that imported pro
ducts be accorded no less favourable treatment 
than domestic products - required a comparison 
between products of exporting and importing 
countries, and not a comparison between pro
duction regulations of the exporting and 
importing countries that had no effect on the 
product as such. Therefore, the United States 
could not embargo imports of tuna products 
from Mexico simply because that country's reg
ulations affecting the production of tuna did not 
satisfy US regulations. 

The United States had also argued that the 
import embargo could be justified under that 
part of Article XX which permits measures, that 
otherwise would be inconsistent with GATT 
obligations, to protect animal health and 
exhaustible natural resources. The panel found 
that Article XX does not permit a contracting 

party to take trade measures for the purpose of 
attempting to enforce its own domestic laws 
regarding animal health or an exhaustible 
natural resource outside its jurisdication. 

The reasoning behind these findings was as 
follows. If the US arguments were accepted, 
then any country could ban imports of a product 
from a country merely because the exporting 
country pursues environmental, health and 
social policies different from its own. This 
would create a virtually open-ended route for 
any country to unilaterally apply trade restric
tions not for the purpose of enforcing its own 
laws within its jurisdiction, but to attempt to 
impose the standards set out in its laws on other 
countries. In such an environment, the potential 
for protectionist abuses would also be very 
great. This would be clearly contrary to the main 
purpose of the multilateral trading system, 
namely to achieve predictability in trade rela
tions through rules. 

The panel's task was limited to examination 
of this matter in the light of existing GATT 
obligations. It was not asked whether either 
party's environmental policies as such were 
appropriate. In finding that a country may not 
restrict imports of a product solely because it 
originates in a country whose environmental 
policies are different, the panel stressed the 
all-or-nothing choice which Article XX pre
sents. If the GATT contracting parties wished 
to permit environmental trade restrictions such 
as those under the US dolphin protection law, 
they would need to agree on limits to prevent 
abuse. Since Article XX does not provide such 
limits, the panel stated that it would be better to 
amend or supplement the provisions of the 
General Agreement or to provide a waiver, 
since each of these alternatives would provide 
an opportunity for the contracting parties to 
develop and engotiate provisions to minimize 
the risk of excessive use and abuse. 

Another issue Mexico had raised before the 
panel concerned the US Dolphin Protection 
Consumer Information Act, which requires that 
tuna products labeled '"dolphin safe" meet cer
tain dolphin protection standards. The panel 
found that this labeling practice was not 
inconsistent with GATT provisions because it 
was designed to prevent deceptive advertising 
practices on all tuna products, whether imported 
or domestically product. I 

Trade and environment working together: Off the African coast, dolphins herd shoals of mullets 
into the local fishermen's nets. (WWF Photo) 

Trade-environment link will 
become a major part of 
post-Round agenda 

GATT Deputy Director-General Charles 
R. Carlisle speaking on 19 November 

at the Malente S\ mposium IX. sponsored bv 
the Drager Foundation and held in Timmen-
dorfer Strand. Germany, allayed fears in 
some quarters that the existing GATT hin
ders environmental efforts. He stressed that 
"GATT as it now stands gives its contract
ing parties the right to protect their own 
environment...provided that the measures 
do not discriminate in favour of domestic 
products over foreign products." 

Trade liberalization and growth, he 
pointed out. can make substantial contribu
tions to efforts to protect the env ironment. 

GATT Deputy Charles R. Carlisle: "trade harri
ers can have negative ecological effects." 

First, "trade generates wealth, and wealth 
generates the financial and technical re
sources to protect the environment and, the 
attitudes that give priority to environmental 
protection." Second, "trade barriers can 
have negative ecological effects by encour
aging environmentally damaging produc
tion." 

"Problems arise when a 
government compels another 
to follow an environmental 
standard which that other 
country does not recognize..." 

"Problems arise when a government 
seeks to induce or compel another country 
to follow an environmental standard which 
that other country does not recognize," he 
observed, pointing to a recent case involv
ing US restrictions on Mexican tuna. Trade 
issues also arise due to the perceived com
petitive disadvantage of producers in a na
tion which has more rigorous standards. 

Looking ahead, the Deputy Director-
General surmised that the "the 1990s will 
see a substantial advance in protecting the 
environment and a convergence of interna
tional opinion on this matter." Thus, "trade 
and envi ronment could be central to 
GATT's next Round, which could become, 
who know, the Green Round'?" M 
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Council 
(Continued from page 5) 
respect to the Canada-US free trade agree
ment. It said it was convinced of the GATT 
consistency of past enlargement of the Com
munity, but had failed likewise to gain con
firmation from working parties. Japan said 
it retained doubts about the GATT consis
tency of certain provisions and welcomed a 
regular review of the Canada-US agree
ment. 

Sweden said working party work might 
be time-consuming because of the question-
and-answer procedure involved. However, 
it said this was in fact beneficial to the 
multilateral trading system because such de
tailed work promoted transparency in re
gional arrangements. 

The Council adopted the report of the 
working party, and agreed to revert to the 
general issue of enhancing the effectiveness 
of Article XXIV working parties at a future 
meeting. 

Czech and Slovak Republic 
asks for temporary 
suspension of tariff bindings 

The Czech and Slovak Federal Republic 
(CSFR) requested some room for ma

noeuvre in its transition towards a market 
economy. Specifically, it requested a tem
porary suspension of bindings in its GATT 
tariff schedule to enable it to raise import 
duties beginning next year. These tariff in
creases would cover about one-fifth of all 
CSFR imports, including agricultural prod
ucts, textiles and appliances. The CSFR 
pledged to enter promptly into consultations 
and negotiations with interested GATT 
members, as provided under Article XXVIII 
("Modification of Schedules'") of the Gen
eral Agreement. 

It said that as a result of previous GATT 
Rounds, its tariffs had gone down to trade-
weighted average of only five percent and 
that 97 per cent of all tariff lines w ere bound. 
The CSFR stressed that these concessions 
were made under the past system of central 
planning and state monopoly. With the lib
eralization of its trade regime, it said that 
tariffs have become the only protection for 
the domestic industry. 

The CSFR said that "it has become clear 
that the protection of certain sectors of the 
domestic industry through tariffs is insuffi
cient and is bound to result in serious diffi
culties and in certain case in unjustified 
closing down of the^e industries." It had 
therefore decided to increase, starting 1 
January 1992. some tariffs and at the same 
time modify and w ithdraw the correspond
ing concessions in its GATT tariff schedule. 
This would be partly compensated by a re
duction of duties on some 500 bound items. 

The United States, while expressing sup
port in principle for the CSFR request, said 
that the draft Council decision proposed by 
CSFR. as it stood, did not sufficiently take 
into consideration trade interests of other 
contracting parties. It noted that the Euro
pean Community and the EFTA countries 

GAIT Director-General confirms that he will 
not accept new mandate after end of 1992 

Mr. Arthur Dunkel, Director-General 
of GATT, has confirmed that his 

earlier decision to treat his present man
date - which ends in December 1992 - as 
final, remains irrevocable. Mr. Dunkel. 
who is also chairman of the Trade Nego
tiations Committee, has emphasised his 
"wholehearted resolve", and that of the 
GATT Secretariat, "to do everything in 
our power to contribute unrelentingly to 
the success of the Uruguay Round." 

Mr. Dunkel's intention was made clear 
in a letter to the Chairman of the GATT 
Contracting Parties whose annual session 
took place on 3-4 December in Geneva. 

Emphasising the need for a smooth 
transition, Mr. Dunkel indicated in his let
ter that it would be desirable for his suc
cessor to be appointed well before the 

termination of his contract. In those cir
cumstances he would be prepared to hand 
over at an earlier date. Mr. Dunkel said that 
the confirmation of his intentions was be
ing made "for the obvious reasons of clar
ity and transparency." 

The Contracting Parties have also been 
informed, in the same letter, of the resig
nation of Mr. Charles R. Carlisle, Deputy 
Director-General, at the end of February 
1992. Mr. Dunkel has announced his firm 
intention to conduct consultations with a 
view to filling Mr. Carlisle's post and that 
of Mr. M.G. Mathur. which has been va
cant for some months. 

Mr. Dunkel was appointed Director-
General in 1980. Mr. Carlisle became one 
of GATT's two Deputy Directors-General 
in January 1987. H 

were engaged in negotiations with CSFR on 
a free trade area. "Under these conditions, 
the CSFR s current GATT schedule be
comes the maximum margin of discrimina
tion against all other contracting party 
imports vis-à-vis the preferential trade," it 
said. It suggested the holding of more con
sultations on the CSFR request. 

A delay in Council action for consult
ations was supported by many delegations. 

Hungary said it understood from experi
ence the problems faced by CSFR and urged 
the Council to approve the temporary 
waiver. Switzerland said the Council should 
recognize and support the historical process 
taking place in CSFR. Canada and the Nor
dic countries also expressed support for the 
waiver request. The European Community 
said it was unfortunate that a long debate on 
the CSFR request had had to take place. It 
said GATT members should take into con
sideration the enormous sacrifices being 
made by CSFR in turning tow ards a market-
onented economy. It added that "democra
tization is a matter that cannot w ait." 

CSFR underlined that it was pressed for 
time because many private companies were 
in need of protection. It said the granting of 
a waiver would be a sign of goodw ill from 
the contracting parties. It requested the 
Council Chairman to act as intermediary in 
its consultations w ith other GATT members. 

The Chairman said it w as clear that there 
w as general sympathy in the Council for the 
reform programme in CSFR but many 
members also considered that more time 
was needed to consider the matter. He was 
optimistic that the issue would be resolved 
in time for the 47th Session of the Contract
ing Parties. 

GATT training activities 
commended 

The Director-General reported that train
ing activities of the GATT Secretariat in 

1991 included two regular trade policy 
courses for developing countries (one in 

English and the other in French) and the first 
special trade policy course for the countries 
of Eastern and Central Europe. Forty-nine 
officials participated in the regular courses 
while 24 senior trade officials took part in 
the special course. 

The demand for participation in the 
GATT courses has continued to increase, 
especially since the launching of the Uru
guay Round, according to the Director-Gen
eral. "We are doing our best to satisfy the 
demand within the limits of our possibili
ties." he said. One gauge of the effectiveness 
of the programme, he said, was the fact that 
a number of representatives in the room had 
graduated from these courses. Since the 
training programme started in 1955. some 
1.244 officials from 116 countries and ten 
regional organizations have attended the 
regular GATT courses. 

Mr. Dunkel thanked Canada and the 
United Kingdom for organizing and hosting 
the study tours for the participants this year. 
He also thanked the Swiss government its 
contribution to the organization of study 
tours in Switzerland, for funding the special 
workshops on negotiating techniques, and 
for its initiative and support for the special 
trade policy course for countries in Eastern 
and Central Europe. 

Many delegations said the GATT trade 
policy courses have proven to be of great 
\ alue for officials responsible for the formu
lation and conduct of trade policies in their 
countries. 

"The practical orientation of the GATT 
programme helps participants in familiaris
ing themseh es w ith both the theory of trade 
policy, and the real-life problems of interna
tional trade relations based on the General 
Agreement." according to Pakistan. The 
ASEAN countries said the courses "will 
take on a more crucial role in the near future 
w ith the prospect of a successful conclusion 
to the Uruguay Round, especially with re
gard to fostering a clear understanding of the 
new subjects and improvements in GATT 
rules and disciplines." B 
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The General Agreement on 
Tariffs and Trade (GATT) 

is a binding contract between 103 gov
ernments which together account for 
around 90 per cent of world merchan
dise trade. The objective of the contract 
is to provide a secure and predictable 
international trading environment for 
the business community and a continu
ing process of trade liberalization in 
which investment, job creation and 
trade can thrive. In this way, the multi
lateral trading system contributes to 
economic growth and development 
throughout the world. 
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Uruguay Round 
(Continued from page 5) 
pression is that a substantial and balanced 
agreement is now within reach and that we 
can achieve a meaningful result in this area 
with a final effort in the days ahead. 

More proposals in pipeline 

In dispute settlement, progress has been 
achieved in a number of secondary issues, 

and. wherever possible, agreed texts have 
been incorporated into the consolidated dis
pute settlement text. Consultations are con-
tinuing concerning the question of 
non-violation and some new proposals are 
in the pipeline. 

The centra] issues—prohibition of unilat
eral measures and automaticity in the dis
pute settlement process—have to be 
considered further, taking into account the 
results of the negotiations in other areas. But 
work on the other difficult questions of an 
integrated dispute settlement system and 
cross-retaliation is being pursued. 

The discussions on the Final Act have 
led to agreements on some outstanding is
sues. The essential issue concerning the sin
gle undertaking remains unresolved and can 
presumably be taken up meaningfully only 
as the contours of the final results become 
clearer and more solid. 

A comprehensive proposal for a Multi
lateral Trade Organization (MTO) has re
cently been submitted as a basis for further 
discussion and negotiation among partici
pants. The ideas in this proposal are consoli-
dations and elaborations of earlier 
suggestions and approaches submitted to 
the Group from time to time. Here again the 
work of the negotiators will become more 
focused and intensive as the results of the I 
Uruguay Round and the institutional re
quirements to implement these results be
come clearer. 

Finally the negotiators will also have to 
consider the proposal or a decision on 
greater coherence in global economic policy 
making prepared by the earlier Group on the 
Functioning of the GATT System. 

Cheese prices firm up but 
butter trade hit by softening 
demand and high stocks 

Buoyed by recent strong demand in many 
countries, world cheese prices should 

remain firm in the short-term. In contrast, an 
overhang of government stocks and shifting 
consumer preference towards low-calorie 
products have been exerting downward 
pressure on butter prices. 

These are among the findings contained 
in The World Market for Dairy Products 
1991 published by the GATT secretariat in 
December. 

Among the major trends identified in the 
report are the following: 
• World milk production this year is ex

pected to be 2.5 per cent less than 1990's 
total of 532 million tons, mainly due to 
projected declines in milk output of the 

Colombian Ambassador Felipe Jaramillo 
Chairman of the Group ofSegotianons on Sen-
ices. He is assisted by Australian Ambassador 
David Haaes. I Photo by Tania Tang GATTi 

GATS within grasp 

The drafting of the articles of the General 
Agreement on Trade in Services 

(GATS) is at an advanced stage. I can even 
go further to say that an agreement on the 
Framework Treat) is within our grasp. 

It seems more and more likely that there 
will be at least two sectoral annexes (Tele
communications Services and Financial 
Services) and a labour annex. The final 
shape of these is yet to be determined. In 
some areas—for example in the he Financial 
Services Annex, some final political deci
sions have yet to be taken. 

The question of exemptions - time-bound 
or open-ended - from the most-favoured-na
tion requirement of the GATS Treaty is one 
which has to be addressed and accommo
dated without compromising the basic 
framework itself. This is a delicate political 
issue, but 1 would ask negotiators not to 
forget that the final commercial value of the 
agreement will, to a large extent, be deter
mined by how this question is resolved. 

While the work of creating an agreement 
o liberalize trade in service is nearing com
pletion, political will will be necessary to 
apply the liberalization concepts of the 
framework agreement to sensitive sectors, 
for example, maritime transport, basic tele
communications and audio-visual services. 

USSR (-10 per cent) and the European 
Community (-2 per cent). 

• A growing consumer preference for low-
calorie products has dampened demand 
for butter leading to substantial surpluses 
of milk fat. Market prices for butter and 
anhydrous milk fat have remained at or 
slightly above minimum prices agreed in 
the GATT Dairy Protocol Committees as 
world butter production is expected to 
reach 7.55 million tons this year, or two 
per cent less than the previous year's total. 
World butter exports have been steadily 
declining: one million tons in 1988. 
800,000 tons in 1989 and 700,000 tons in 

1990. The declining demand has led to a 
50-percent rise in total stocks of butter in 
the European Community. North America 
and Oceania to 770.000 tons on 1 July 
1991. World butter stocks are forecast to 
reach 1.08 million tons at the end of 1991. 

The initial commitment negotiations will be 
critical in this regard. It is therefore essential 
that immediate impetus be given to these 
negotiations to enable participating govern
ments to begin to see tangible possibilities 
of liberalization as soon as possible. 

This quick run-through of the negotiating 
subjects concludes my assessment of where 
we are now. As always, I have tried to be 
frank and business-like. Clearly many im
portant results are at hand, and many more 
are to be seen in the pipeline. The next weeks 
—and your flexibility as negotiators—will 
determine whether the Round will end with 
substantial agreements or whether we will 
be confronted with the unthinkable possibil
ity that these negotiations are merely re
ferred to as a missed opportunity. M 

with the EC and the United States being 
the principal holders. 

• Events in the Soviet Union, which ac
count for a quarter of the world's butter 
consumption, are having a major effect on 
the butter market. In the light of urgent 
food requirements in the USSR, the Com
mittee of the Protocol Regarding Milk Fat 
in December 1990 had granted butter 
shipments to the Soviet Union a deroga
tion from minimum export prices. Some 
311.000 tons of butter under this deroga
tion have been contracted for delivery this 
year. However, deliveries were delayed 
due to payment problems. With food re
lief requirements in the USSR envisaged 
to increase, a number of signatories to the 
International Dairy Arrangement have 
sought assurances providing food aid to 
the USSR should cause only minimal dis
ruption to the commercial market. H 


