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FUNCTIONING OF THE GATT SYSTEM
Decisions of 12 April 1989

Following the meetings of the Trade Negotiations Committee at
Ministerial level in December 1988 and at the level of high officials in
April 1989, the CONTRACTING PARTIES to the General Agreement on Tariffs and
Trade take the following Decisions:

I.

Trade Policy Review Mechanism

The CONTRACTING PARTIES decide to establish a trade policy review
mechanism, as follows:
A.

Objectives
(i) The purpose of the mechanism is to contribute to improved
adherence by all contracting parties to GATT rules,
disciplines and commitments, and hence to the smoother
functioning of the multilateral trading system, by
achieving greater transparency in, and understanding of,
the trade policies and practices of contracting parties.
Accordingly, the review mechanism will enable the regular
collective appreciation and evaluation by the CONTRACTING
PARTIES of the full range of individual contracting
parties' trade policies and practices and their impact on
the functioning of the multilateral trading system. It is
not, however, intended to serve as a basis for the
enforcement of specific GATT obligations or for dispute
settlement procedures, or to impose new policy commitments
on contracting parties.
(ii) The assessment to be carried out under the review mechanism
will, to the extent relevant, take place against the
background of the wider economic and developmental needs,
policies and objectives of the contracting party concerned,
as well as of its external environment. However, the
function of the review mechanism is to examine the impact
of a contracting party's trade policies and practices on
the multilateral trading system.

B.

Reporting

(i)

In order to achieve the fullest possible degree of transparency,
each contracting party shall report regularly to the CONTRACTING
PARTIES. Initial full reports shall be submitted in the year
when the contracting party is first subject to review: however,
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in no case shall the initial report be submitted later than four
years after the introduction of the mechanism. Subsequently,
full reports shall be provided in years when the contracting
party is due for review. Full reports will describe the trade
policies and practices pursued by the contracting party or
parties concerned, based on an agreed format to be decided upon
by the Council. This format may be revised by the Council in
the light of experience. Between reviews, contracting parties
will provide brief reports when there are any significant
changes in their trade policies; an annual update of
statistical information will be provided according to the agreed
format. Particular account will be taken of difficulties
presented to least-developed contracting parties in compiling
their reports. The Secretariat shall make available technical
assistance on request to iess-developed contracting parties, and
in particular to the least-developed contracting parties.
Information contained in country reports should to the greatest
extent possible be coordinated with notifications made under
GATT provisions.

C.

Frequency of Review

(i)

The trade policies and practices of all contracting parties will
be subject to periodic review. Their impact on the functioning
of the multilateral trading system, defined in terms of share of
world trade in a recent representative period, will be the
determining factor in deciding on the frequency of reviews. The
first four trading entities so identified (counting the European
Communities as one) will be subject to review every two years.
The next sixteen will be reviewed every four years. Other
contracting parties will be reviewed every six years, except
that a longer period may be fixed for least-developed countries.
It is understood that the review of entities having a common
external policy covering more than one contracting party shall
cover all components of policy affecting trade including
relevant policies and practices of the individual contracting
parties. Exceptionally, in the event of changes in a
contracting party's trade policies or practices which may have a
significant impact on its trading partners, the contracting
party concerned may be requested by the Council after consultation to bring forward its next review.

(ii) Contracting parties recognize the need to minimize the burden
for governments also subject to full consultations under the
GATT balance-of-payments provisions. To this end, the Chairman
of the Council shall, in consultation with' the contracting party
or parties concerned, and with the Chairman of the Committee on
Balance-of-Payments Restrictions, devise administrative
arrangements which would harmonize the normal rhythm of the
trade policy reviews with the time-table for balance-of-payments
consultations but would not postpone the trade policy review by
more than 12 months.

L/6490
Page 3

D.

Review Body

(i)

Trade policy reviews will be carried out by the Council at
periodic special meetings.

(ii)

In the light of the objectives set out in A above.
discussions in the meetings of the Council will, to the
extent relevant, take place against the background of the
wider economic and developmental needs, policies and
objectives of the contracting party concerned, as well as
of its external environment. The focus of these discussions will be on the contracting party's trade policies
and practices which are the subject of the assessment under
the review mechanism.

(iii)

The Council will establish a basic plan for the conduct of
the reviews. It may also discuss and take note of update
reports from contracting parties. The Council will
establish a programme of reviews for each year in consultation with the contracting parties directly concerned. In
consultation with the contracting party or parties under
review, the Chairman may choose discussants who, in their
personal capacity, will introduce the discussions in the
review body.

(iv)

The Council will base its work on the following
documentation:
(a) The full report, referred to in paragraph B(i) above,
supplied by the contracting party or parties under review.
(b) A report, to be drawn up by the Secretariat on its own
responsibility, based on the information available to it
and that provided by the contracting party or parties
concerned. The Secretariat should seek clarification from
the contracting party or parties concerned of their trade
policies and practices.

(v) The reports by the contracting party under review and by the
Secretariat, together with the minutes of the respective meeting
of the Council, will be published promptly after the review.
(vi) These documents will be forwarded to the next regular Session of
the CONTRACTING PARTIES, which will take note of them.

E.

Implementation and Reappraisal of the Mechanism

The trade policy review mechanism will be implemented on a
provisional basis from the date of the adoption of this Decision by
the CONTRACTING PARTIES. In the light of the experience gained from
its operation, the CONTRACTING PARTIES will review, and if necessary
modify, these arrangements at the end of the Uruguay Round.
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F.

Overview of Developments in the International Trading
Environment

Enhanced surveillance requires, in addition, an overview of
developments in the international trading environment which are
having an impact on the multilateral trading system. Such an
overview should also be undertaken by the Council. It should be
assisted by an annual report by the Director-General setting out
major GATT activities and highlighting significant policy issues
affecting the trading system. The enhanced surveillance thus
provided would also strengthen the existing "early warning" aspect of
the special meetings of the Council. It is understood that this
overview by the Council, together with the trade policy review
mechanism, would replace the existing reviews in special Council
meetings established under paragraph 24 of the 1979 Understanding
regarding Notification, Consultation, Dispute Settlement and
Surveillance (BISD 26S/214).

II.

Greater Ministerial Involvement in the GATT

The CONTRACTING PARTIES decide to meet at Ministerial level at least
once every two years, in order, inter alia:
A.

to make a fuller contribution to the direction and content of
GATT work;

B.

to reinforce the commitment of governments to the GATT system;

C.

to give greater prominence to GATT in domestic political arenas;

D.

to assess trends in international trade and place these trends
in their wider economic and political context;

E.

to enable the CONTRACTING PARTIES to contribute effectively to
international discussion at the policy level of the
international adjustment process; and by these means

F.

to increase the contribution of the GATT to greater coherence in
global economic policy making.

III. Increasing the Contribution of the GATT to Achieving- Greater
Coherence in Global Economic Policy Making
The CONTRACTING PARTIES decide:
A.

to invite the Director-General to approach the heads of the IMF
and the World Bank, as a first step, to explore ways to achieve
greater coherence in global economic policy making through
strengthening the relationship of GATT with other relevant
international organizations; and
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B.

to request him to report back by 1 September 1989, and, in his
report, to take into account the views, issues and proposals
raised in the context of the Negotiating Group on the
Functioning of the GATT System.
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