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PREFACE

The annual Operation of the Trade Agreements Program report is one of the principal
means by which the U.S. Intemnational Trade Commission (USITC) provides the U.S. Congress
with factual information on trade policy and its administration. The report also serves as a
historical record of the major trade-related activities of the United States, for use as a general
reference by Government officials and others with an interest in U.S. trade relations. This
report is the 42nd in a series submitted under section 163(b) of the Trade Act of 1974 and its
predecessor legislation.! The trade agreements program includes "all activities consisting of, or
related to, the administration of international agreements which primarily concern trade and
which are concluded pursuant to the authority vested in the President by the Constitution . . .”
and congressional legislation.2 Among such laws are the Reciprocal Trade Agreements Act of
1934 (which initiated the trade agreements program), the Trade Expansion Act of 1962, the
Trade Act of 1974, the Trade Agreements Act of 1979, the Trade and Tariff Act of 1984, and
the Omnibus Trade and Competitiveness Act of 1988.

The report consists of a summary, an overview, five chapters, and a statistical appendix.
The overview sketches the economic and internati trade environment within which U.S.
trade policy was conducted in 1990. Chapter 1 treats special topics that highlight develop-
ments in trade activities during the year. Chapter 2 focuses on activities in the General
Agreement on Tariffs and Trade (GATT), the main area of multilateral trade agreement activi-
ties. ActivitiesoutsidetheGA’ITmreponedincbapter3. Chapter 4 discusses bilateral
relations between the United States and its major trading partners. The administrative actions
taken under U.S. laws, including decisions taken on remedial actions available to U.S, industry
and labor, are discussed in chapter 5. The period covered in the report is calendar year 1990,
although occasionally, to enable the reader to understand developments more fully, events in
early 1991 are also mentioned.

1 Sec. 163(b) of the Trade Aa-of 1974 (Public Law 93-618, 88 Stat. 1978) directs that “the International Trade Com-
mission slullsulxniuolheCongless.atkstmeeaym.aﬁwﬂmpmmthcopammsofdlemdewpvo-
gram.”

2 Executive Order No. 11846, Mar. 27, 1975.
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Summary

Selected Issues In Trade Agreements Activities In 1990

Chapter 1 of this report highlights two significant trade developments in 1990: the
Uruguay Round of Trade Negotiations, and U.S. trade initiatives in the Western Hemisphere.
The Uruguay Round is a 4-year trade negotiation under the General Agreement on Tariffs and
Trade (GATT), aimed at expanding and improving the multilateral trading system. It includes
negotiations in areas, such as services and intellectual property rights, not previously covered
by the GATT. Progress was made in a number of areas during the year, such as revisions to
the standards, import licensing and customs valuation codes, and improvements in transparency.
The talks virtually collapsed in December—at what was to be the conclusion of the
round—over a deadlock in negotiations regarding agricultural subsidies. This section reviews
progress made in 1990 by the 15 negotiating groups, and discusses progress made at the
December ministerial conference in Brussels, thereby providing the status of the negotiations
when the talks were resumed in February 1991.

Several U.S. trade initiatives with Latin American countries were announced in 1990.
These include the Andean Trade Preferences Act, and the Enterprise for the Americas. In
addition, the Governments of the United States and Mexico announced their intention to begin
negotiations on a free trade agreement. Included in this section is a background discussion of
the economic and trade policy environment in Latin America in the 1980s, and policy reform
efforts of recent years.

The General Agreement on Tariffs and Trade
and the Tokyo Round Agreements

The GATT is a multilateral agreement drafted 44 years ago that sets general rules of
conduct for trade among signatory countries. The GATT is both a comprehensive set of rules
governing most aspects of international trade, and a forum for multilateral trade negotiations
and dispute resolution among the contracting parties. GATT membership reached 100 signato-
ries in 1990, with seven more countries seeking to accede.

Work of the GATT committees and actions taken under the General Agreement continued,
but with less intensity than in previous years, because of the Uruguay Round. GATT dis-
pute-settlement panels considered matters raised by the United States regarding subsidies paid
by the European Community (EC) to processors and producers of oilseeds, Thai restrictions on
cigarettes, EC restrictions on exports of copper scrap, Canadian restrictions on imports of ice
cream and yoghurt, and the import, distribution, and sale of alcoholic drinks by Canadian
Provincial marketing agencies. Panels also considered EC and Australian complaints regarding
U.S. import restrictions on sugar, a Canadian complaint on U.S. countervailing duties on pork
imports, and followup on a Canadian and EC complaint on the U.S. customs users’ fee. Also
considered were U.S., Australian, and New Zealand complaints on Korean restrictions on
imports of beef, a working party report regarding Swiss Accession, and a Japanese complaint
on EC anticircumvention regulations on imports of parts and components for assembly in
so-called “screwdriver assembly” plants.

Six of the Tokyo Round agreements establish rules of conduct governing the use of
nontariff measures (codes on subsidies and countervailing duties, government procurement,
standards, import-licensing procedures, customs valuation, and antidumping), and three are
sectoral agreements covering trade in civil aircraft, bovine meat, and dairy products. Chapter
2 reviews GATT activities under these nine Tokyo Round agreements. Provisional agreement
on revisions to the standards, import licensing, and customs valuation codes was reached in the
Uruguay Round in 1990.

Trade Activities Qutside The Gatt

In addition to the GATT, several other international organizations deal with international
trade issues. The Organization for Economic Cooperation and Development (OECD) and the
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United Nations Conference on Trade and Development (UNCTAD) provide fora for consulta-
tion and policy coordination on issues including intemational trade. Their work often comple-
ments the work done in GATT. Other bodies, such as the Customs Cooperation Council
(CCC) and the international commodity organizations, coordinate and regulate specific aspects
of international trade. Chapter 3 discusses 1990 activities in these organizations and also
covers the United States-Isracl FTA, the United States-Soviet Grain Agreement, the Arrange-
ment Regarding International Trade in Textiles, and trade developments in selected service

OECD highlights in 1990 include the annual ministerial meeting which focused on political
and economic reforms in Central and Eastern Europe. The ministers stressed that the organi-
zation should play a “distinct and important role” by engaging in a policy dialogue to promote
economic reforms in that region. In the area of agricultural trade, a subject of long-standing
interest to member countries, the ministers endorsed a report by the Agricultural and Trade
Committees and noted that “OECD countries have made only limited and uneven progress in
implementing the agreed long-term objective of policy reform.”

During 1990, the CCC worked in a number of areas to achieve a greater degree of
simplification and international harmonization of customs procedures. It continued to adminis-
ter the Harmonized Commodity Description and Coding System (HS), which entered into force
internationally in 1988 and for the United States on January 1, 1989. The organization began
a systematic review of the HS nomenclature to prepare recommended changes to deal with
new products, processes, and trade patterns.

In 1990, UNCTAD focused on problems of trade relations with Central and Eastern
European countries and on the Generalized System of Preferences. Under the auspices of
UNCTAD, commodity agreements are administered for cocoa, jute, natural rubber, sugar,
wheat, coffee, and tropical timber. At the end of 1990, the United States was participating in
six of the seven international commodity agreements. In 1990, there were several develop-
ments affecting various commodities and accompanying agreements, including difficulties rene-
gotiating the International Cocoa Agreement, extension of the International Sugar Agreement
for 1 year, and efforts to extend the International Wheat Agreement until 1993.

Turning to developments in several bilateral trade agreements, in 1990, under the Bilateral
Investment Treaty Program, designed to guarantee U.S. investors abroad certain rights and
protections, treaties with Poland and Panama were submitted to and ratified by Congress. In
1990, the 5th full year of operation of the United States-Isracl FTA, the total reported value of
imports under special duty provisions was $853 million. For the first time, dispute-settlement
procedures of the FTA were invoked. The case involved U.S. measures affecting machine-tool
imports. The United States and the Soviet Union signed the third 5-year grain agreement in
1990. Regarding trade agreements negotiated under the Multifiber Arrangement (MFA), U.S.
imports of MFA-covered products grew by less than 1 percent in 1990, down sharply from the
average 1980-89 rate of 11 percent.

Chapter 3 also reviews 1990 progress on services trade agreements. OECD and UNCTAD
work programs regarding services trade issues are discussed. Also reviewed are activities in
three major service industries: architectural, engineering, and construction services; financial
services; and maritime transportation services.

Developments in Major U.S. Trading Partners

Chapter 4 reviews the economic performance of major U.S. trading partners, including the
EC, Canada, Japan, Mexico, Taiwan, the Republic of Korea (Korea), and Brazil, U.S. trade
with those countries, and important bilateral trade issues in 1990. The overall U.S. merchan-
dise trade deficit was $116.0 billion in 1990. This decrease of over $2.5 billion from the 1989
level was the third successive decline in the U.S. merchandise trade deficit. Nearly two-thirds
of this deficit was with the countries under review in this chapter. Of the seven trading
géptrtners covered here, the United States had a 1990 merchandise trade surplus only with the

The EC countries as a whole remained the largest trading partner of the United States,
accounting for over one-fifth of total U.S. trade. In 1990, U.S. exports to the EC were $93.1
billion and imports stood at $90.8 billion. Long-standing differences over how to handle
issues such as agricultural subsidies in the Uruguay Round continued to influence the bilateral



relationship. The EC internal market program progressed steadily during the year as the EC
moved closer to the goal of economic and monetary union.

Canada is the second largest U.S. trading partner. U.S. exports to Canada reached $78.2
billion, whereas imports amounted to $91.2 billion. The United States-Canada Free-Trade
Agreement (FTA), in effect since 1989, continued to be the centerpiece of bilateral trade
relations. A number of disputes were referred to the bilateral dispute-settlement panels autho-
rized under the agreement, and the process has, in the view of some observers, operated
smoothly and with 2 minimum of rancor. Two internal Canadian developments—the nature of
Quebec’s relationship to the rest of the country, and the movement toward imposition of a new
goods and services tax—formed a backdrop for United States-Canadian trade relations in 1990.

Japan was the third most significant U.S. trading partner. This year marked the fourth
successive annual decline in the U.S. merchandise trade deficit with Japan, from $59.1 billion
in 1986 to $42.7 billion in 1990. U.S. exports to Japan in 1990 rose to $46.1 billion. The
trade deficit has strongly influenced bilateral relations and cortributed to a heightened sensitiv-
ity in a number of continuing problem areas, such as telecommunications, semiconductors,
supercomputers, beef, satellites, automobiles, and rice.

United States-Mexican trade continued to flourish in 1990, making the country the United
States’ fourth-largest trading partner. U.S. exports rose to $27.5 billion, and imports rose to
$29.5 billion. Bilateral trade relations between the United States and Mexico continued to
improve in 1990. As part of its own domestic policy reforms, Mexico put into effect new
measures affecting foreign exchange, foreign investment, and privatization. The year’s high-
light was an announcement by the presidents of both countries of their intention to negotiate a
bilateral free-trade agreement. Other areas of bilateral progress were textiles and intellectual
property rights. A U.S. embargo on Mexican tuna was considered to be the major bilateral
dispute of the year.

Taiwan remained the fifth-largest trading partner of the United States in 1990. With U.S.
imports from Taiwan decreasing and exports increasing, the U.S. bilateral trade deficit reached
its lowest point in 5 years. U.S. exports to Taiwan were $11.1 billion, and imports reached
$22.6 billion. Some progress was made during the year in bilateral negotiations on intellectual
property rights protection, distilled spirits, and beef. Progress on Taiwan’s “Trade Action
Plan,” introduced in 1989, was limited, however, as the tariff reductions scheduled under the
plan for 1990 failed to gain the approval of the Taiwan legislature.

U.S. exports to Korea, the sixth-largest U.S. trading partner, continued to grow in 1990,
whereas U.S. imports from Korea fell for the fourth year in a row. U.S. exports to Korea rose
to $14.1 billion, and imports fell to $18.3 billion. While progress occurred in certain areas
(e.g., beef, exchange rates, intellectual property rights, and telecommunications), U.S. trade
relations with Korea in 1990 also suffered setbacks. The United States accused the Govern-
ment of Korea of operating an “anti-import campaign” to discourage Korean consumers from
purchasing imported items.

Brazil remained the seventh-largest trading partner of the United States. A 1990 economic
stabilization program in which trade liberalization played a major role significantly lessened
the recent tension in United States-Brazil trade relations. U.S. retaliatory sanctions imposed in
1988 were lifted during the year, and a U.S. investigation into Brazilian trading practices was
suspended following the Brazilian Government’s trade policy reforms. While U.S. concern
over intellectual property rights, particularly as they affect the pharmaceutical industry, contin-
ues, a Brazilian promise to introduce legislation recognizing international patents further im-
proved bilateral relations in 1990. U.S. exports to Brazil rose to $4.9 billion in 1990, and
U.S. imports fell to $7.8 billion.

Administration of U.S. Trade Laws And Regulations

Chapter 5 reviews activities related to the administration of U.S. trade laws in 1990.
Ac??esd. under import relief laws, unfair trade laws, and other import-administration laws are
inclu

One investigation, involving hand-held cameras, was instituted in 1990 under section 201
of the Trade Act of 1974 (“escape clause”), compared with no investigations instituted during
1989. There were no investigations instituted under section 406 of the Trade Act of 1974
(“market disruption”).
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In fiscal year 1990, the U.S. Department of Labor instituted 1,455 trade adjustment assis-
tance (TAA) investigations, a decrease of 36 percent from the 2,282 investigations instituted in
fiscal year 1989. The number of completed certifications in fiscal year 1990, both fully and
partially granted, decreased to 588 from 1,115 in fiscal year 1989. The surge in TAA
investigations and certifications for 1989 was due to a special provision of the Omnibus Trade
and Competitiveness Act of 1988, that gave oil and gas industry workers a 90-day period in
which to file petitions for eligibility retroactive to 198S.

The U.S. Department of Commerce certified 171 firms as eligible to apply for trade
adjustment assistance during fiscal year 1990, representing a small decline from the 175 firms
certified in the previous fiscal year.

The Department of Commerce and the Commission conducted numerous antidumping and
countervailing duty (CVD) investigations in 1990 under title “/II of the Tariff Act of 1930. In
1990, the Commission completed 34 preliminary and 17 fina! antidumping duty investigations,
compared with 25 preliminary and 38 final investigations in 1989. The Commission com-
pleted 5 preliminary and no final countervailing duty investigations in 1990, compared with 3
preliminary and 9 final investigations in 1989.

In 1990, the Commission completed 25 investigations under section 337 of the Tariff Act
of 1930, compared with 19 in 1989. As of December 31, 1990, a total of SO outstanding
exclusion orders based on violations of section 337 were in effect.

In 1990, three investigations under section 301 of the Trade Act of 1974 were initiated by
United States Trade Representative (USTR), compared with one self-initiated investigation in
1989. Two were initiated as a result of petitions filed by private parties: G. Heileman
Brewing Co., which alleged that Canada’s import restrictions on beer are inconsistent with the
GATT and the United States-Canada Free Trade Agreement; and the International Intellectual
Property Alliance, the Motion Picture Export Association of America, and the Recording
Industry Association of America, which alleged that the Government of Thailand inadequately
enforces its copyright laws. The third, initiated by USTR on its own motion, concerned denial
of benefits under a trade agreement by the EC, arising from accession of Spain and Portugal
into the EC. Other active section 301 investigations in 1990 involved Norwegian procurement
practices regarding the sale of highway toll equipment, Thailand’s practices affecting imports
of cigarettes, separate cases regarding EC restrictions on copper scrap, oilseeds, and an animal
hormone directive, Korean protection of intellectual property rights and its beef-licensing
system, Canadian salmon and herring, Brazil’s informatics policies, and Argentina’s differential
export taxes on soybeans and soybean products. All six “Super 301” investigations initiated in
1989 were terminated or suspended in 1990. These investigations involved insurance and
investment in India, forest products, supercomputers, and satellites in Japan, and import licens-
ing in Brazil.

In 1990, the Commission initiated one investigation under section 22 of the Agricultural
Adjustment Act. The investigation involved assessment of the import effects of peanuts on
USDA price-support programs. Quantitative import restrictions established pursuant to section
22 authority remained in place throughout 1990 on cotton of specified staple lengths, peanuts,
certain dairy products, and certain products containing sugar. Compensatory import fees
remained in effect on refined sugar. In November 1990, the President suspended indefinitely
the existing quota on cotton waste products.

The Caribbean Basin Economic Recovery Act (CBERA) concluded its 7th year of opera-
tion at the end of 1990. Imports entering the United States free of duty under the CBERA
increased by about 13 percent between 1989 and 1990, to a total of $1.0 billion. Cane sugar,
beef, medical appliances, cigars, pineapples, and baseballs and softballs led U.S. imports for
consumption under CBERA provisions.

Duty-free imports entering the United States under the Generalized System of Preferences
(GSP) program rose to $11.1 billion, from $10.0 billion in 1989. Approximately 11.7 percent
of U.S. imports from GSP designated beneficiary countries entered duty-free under the GSP.
GSP duty-free imports from Mexico accounted for 24.2 percent of total imports under the
program in 1990. Other major beneficiary countries were Malaysia, Thailand, Brazil, and the
Philippines. Leading items that entered under the GSP in 1990 were cane sugar, jewelry,
leather footwear uppers, wooden furniture, Christmas tree lighting sets, telephones, and tele-
phone answering machines.

Administration of the following U.S. trade laws in 1990 is also summarized in chapter 5:
the Meat Import Act of 1979, National Security Import Restrictions, and the Steel Import




Overview:
The International Economic Environment in 1990

World output and trade increased at a lower rate in 1990 after 8 years of increasing
growth. World real output grew at an estimated annual rate of 2.0 percent in 1990, down
from 3.0 percent in 1989 and 4.1 percent in 1988. The slowdown in world growth reflects the
economic performances of both industrial and developing countries, particularly the output
contraction in Eastern Europe and the U.S.S.R3

In industrial countries as a group, output growth declined to an estimated 2.6 percent from
an actual rate of 3.4 percent in 1989, and 4.4 percent in 1988. Inflation climbed to 4.8
percent from 4.4 percent in 1989 and 3.3 percent in 1988. Within this group of countries,
output grew by 4.2 percent in the Federal Republic of Germany and by 1.1 percent in

In the United States, the 8-year-old economic expansion slowed down. The real GNP
growth rate fell to 0.9 percent from 2.5 percent in 1989. The Federal Reserve’s tight monetary

policy has affected aggregate demand, in particular the growth of residential construction and

business investment. However, the Federal Reserve policy has succeeded in containing infla-
tionary pressures without pushing the economy into a deep recession. The Federal budget
deficit increased after declining during the prior 4 years, as a result of the economic slow-
down, the decline in tax revenue, and the bailout of savings and loan institutions.’

The deficit in the U.S. current account, the widest measure of trade in goods and services,
dropped to $99.3 billion from $110.0 billion in 1989. The improvement in the U.S. merchan-
dise trade balance was fueled by increased exports of computers and office equipment, aero-
space goods, chemicals, and construction and mining equipment. The U.S. trade surplus in
services increased by $2.4 billion over 1989, rising to $22.9 billion. The United States also
registered a $7.5 billion surplus on receipts from foreign investment, compared with a $900
million deficit in 1989. By the end of 1990, foreign-owned assets in the United States
surpassed U.S.-owned assets abroad by $760 billion. U.S. inflows of foreign capital declined
as foreign direct investment inflows receded by $46.5 billion in 1990, to $25.7 billion, and
indirect investment in Treasury bonds dropped to $1.1 billion, from $30.0 billion in 1989.6

In Japan, stock prices tumbled by almost 40.0 percent and real estate values also fell.
tly, banks experienced profit declines and rising regulatory capital requirements.
Moreover, Japanese industries faced declining profits, tight labor markets, and declining de-
mand for exports. Real GNP growth slowed to an estimated rate of 4.1 percent after 4
consecutive years of 5.0 percent average annual growth. Japan’s current account surplus
narrowed to $35.8 billion in 1990 from $57.2 billion in 1989, the 3rd consecutive yearly
decline. Japan’s service account posted a record deficit of $22.6 billion in 1990 as transport
costs and Japanese travel abroad increased. Japan’s long-term capital deficit narrowed sharply.
The outflow of capital for intemnational lending was reduced both by Japan’s contribution to
the Persian Gulf effort (which reduced the pool of funds available for lending) and by lower
USS. interest rates (which reduced incentive to invest). Japan’s deficit on the capital account
declined to $43.5 billion in 1990 from $89.3 billion in 1989. Japanese exports rose to $280
billion from $260 billion in 1989 due to the rise in exports of automobiles, auto parts, and
audio and video equipment.’

In the EC, output growth slowed to an estimated rate of 3.0 percent, compared with 3.5
percent in 1989, and 3.9 percent in 1988.8 The EC’s economic and monetary policies reflect in
large part the momentum toward economic integration. The first stage toward economic and
monetary union, which has already begun, will include the completion of the single market,
full participation of all EC currencies in the narrow band (2 1/4 percent on each side) of the

3World_Ecomiq0:¢look.IumﬁmalMamryﬁnﬂ.O¢ober 1990, p. 6. Real GDP or GNP for the industrial
mt!devebpmgeommesotofeanpmitemrygmpsmaveugesof ge changes for individual countries
%bythemgeu.s. dollar value of their respective GNPs or GDPs over the preceding 3 years.

SThid, and Federal Reserve Bulletin , March 1991, pp. 147-164.
S U.S. Department of Commerce press release , Mar. 12, 1991.
7 Monthly Economic Review of the Bank of Japan, several issues, and The Japan Economic Journal , Dec. 15, 1990,

p-S.
s WorldEconmnicOullook.hqmﬁonﬂMoneuryFmd.anba 1990.
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exchange-rate mechanism (ERM), and enhanced policy coordination. The process toward
monetary union has gained considerable momentum with the United Kingdom joining the
exchange rate mechanism in 1990. The British pound can fluctuate within 6.0 percent of the
ERM fixed exchange rate during a transition period. Progress has been slow and obstacles
remain, however, with regard to other issues, like the role of the European Currency Unit
(ECU) in replacing national currencies and the harmonization of indirect taxes like the value
added tax (VAT). The harmonization of VAT rates, rate structures, and documentation require-
ments represents a difficult challenge for the EC. VAT rates vary widely between the EC
countries, and these taxes are an important source of revenue. Changes in these rates,
therefore, can have significant revenue and policy implications to member states. However,
without harmonizing indirect taxes, it would be impossible to remove all frontier controls on
the movement of goods. Finally, many of the internal market measures adopted have yet to be
incorporated into the national legislation of member states.

In developing countries, réal output grew by an estimated rate of 2.2 percent in 1990,
compared with 3.0 percent in 1989, and 4.2 percent in 1988. Brisk output gains were recorded
in the East Asian newly industrializing economies (NIEs) which together expanded at an
estimated rate of 6.3 percent. Declines were recorded in Eastern Europe and the US.SR.,
whose economies contracted at an average rate of 2.8 percent. Eastern European countries as
a group recorded a loss of output at an estimated annual rate of 5.3 percent.?

Meanwhile, the external debt of developing countries rose in nominal value by 6.0 percent,
to $1,341 billion. The World Bank report on 107 indebted countries shows that the external
debt of these countries rose by an estimated $74.3 billion, to $1,221 billion in 1990, despite a
$21.0 billion debt reduction effected in the year. Exchange-rate adjustments, a net rise in
interest rates, and rescheduled interest arrears increased the debt stock. Some indebted coun-
tries experienced faster growth of exports (8.5 percent) over debt growth (6.5 percent), which
improved ;lm}gwhat their credit worthiness. However, arrears of the severely indebted groups
grew rapidly.

World Trade in 1990

Corollary to the slowdown in world output was the slowdown of world trade growth.
GATT estimates show that world trade volume expanded by 5.0 percent in 1990, compared
with an actual expansion of 7.0 percent in 1989 and 8.5 percent in 1988.!1 The nominal value
of world merchandise trade rose by 13.0 percent, to a.record of $3.5 trillion in 1990. World
trade in commercial services—transportation, banking, tourism, insurance, and other ser-
vices—is estimated to have grown by 12.0 percent, to $770 billion from $690 billion.
Merchandise exports of 15 highly indebted countries were estimated to have increased by 11.0.
percent in value compared with a.17.0 percent increase in 1989. Imports of these countries
increased by 16.0 percent and their overall merchandise trade surplus dropped to $27.0 billion
from $30.0 billion in 1989. Imports of leading Asian trading nations rose much faster than
exports did. For example, Japan’s imports rose by 11.5 percent, but exports rose by only 4.5
percent.

Over the 1980 decade the volume index of world trade rose by about 50.0 percent and the
value of world trade rose by 75.0 percent. The shares of mining and agricultural products in
world trade declined as did the shares of the Middle East, Africa, and Latin America. North
An;etliga became the most dynamic region in terms of output and trade growth, followed by

U.S. Trade Policies

The U.S. administration describes its trade policies as based on free trade as the comer-
stone of growth and development.!3 As such, the United States has initiated a number of
recent multilateral, bilateral, and regional trade initiatives to lower the barriers to trade in

9 Tbid.
19 The World Bank, World Debt Tables 1989-90: Extemal Debt of Developing Countries, first supplement, (World
Bank, Washington D.C.).
:; GATT Press Release GATT/1494, Nov. 19, 1990.
Ibid.
13 Economic Report of the President , February 1991, pp. 252-256.




goods, services, and investment. The top priority in U.S. trade policy continues to be the
successful completion of the Uruguay Round of negotiations of the General Agreement onTa-
riffs and Trade (GATT). In the Western Hemisphere, the implementation of the U.S.-Canada
Free-Trade Agreement has already reduced trade and investment barriers. Negotiations on a
free-trade agreement with Mexico were proposed in 1990. President Bush has said that the
proposed agreement would fuel growth and prosperity throughout this hemisphere by removing
barriers to trade and investment. In June 1990, the President unveiled the Enterprise for the
Americas Initiative (EAI) which is, among other things, to pave the way to free trade through-
out the Western Hemisphere. The United States entered into EAI framework agreements with
Bolivia, Chile, Colombia, Ecuador, Honduras, and Costa Rica. In October 1990, the President
sent the Andean Trade Preference Act to the Congress. The proposal would eliminate U.S.
import duties on many products imported from Bolivia, Colombia, Ecuador, and Peru. Mean-
while, the U.S.-Japan Structural Impediments Initiative has focused on identifying and remov-
ing basic impediments to trade, market competition, and balance-of-payments adjustments. 14

U.S. Trade Performance

In 1990, the United States lost its position as the world’s largest merchandise exporter to
the Federal Republic of Germany, due to a 16.5 percent increase in the value of the German
mark and the unification of the east and west regions. East Germany’s exports added $22.5
billion to total German exports. However, the United States recorded a greater increase in
export volume. An export quantity index shows that U.S. exports increased by 8.5 ?ercent,
compared with only a 1.5 percent increase for Germany and 4.5 percent for Japan.!

Meanwhile, the 1990 U.S. merchandise trade deficit reached its lowest level in recent
years, $116.0 billion. Exports rose by 7.5 percent in 1990, to reach $375.0 billion, and
imports rose by 4.9 percent, to $491.0 billion. Manufactures exports grew by 9.7 percent, to
$298.7 billion, and constituted 75.8 percent of total exports. Within the manufactured goods
category, exports of advanced-technology products grew by 11.9 percent, and the United States
ran a surplus of $34.1 billion in 1990. Other exporting sectors showed balanced growth and
contributed variably to total exports. Electrical machinery contributed the most in 1990, at 7.2
percent of total exports of manufactures, followed by automatic data processing and office
equipment (6.3 percent), airplanes (5.0 percent), and general and specialized industrial machin-
?;y 89(130 percent each). Imports of oil rose to $61.4 billion in 1990 from $49.7 billion in

U.S. trade performance with major trading partners improved significantly in 1990. The
{ggg u'aEc,l‘e deficit }vith Japan decgged by about $8.0 billion, t?ﬁ‘o $4le billifoulml, tt)he4lgwest since

s o ports to Japan rose by 9.2 percent, whereas imports from Japan fell by 4. percent.
The 1990 trade deficit with the newly industrializing economies declined by about $5.0 billion,
to $19.7 billion. The trade surplus with the EC increased sixfold, to $6.1 billion. In contrast,
the U.S. trade deficit with OPEC increased to $24.3 billion in 1990, from $17.4 billion in
1989. U.S. exports to OPEC amounted to $13.7 billion, and imports climbed to $38.0 billion.
U.S. total trade (exports plus imports) with Eastern European countries declined to $6.4 billion
in 1990 from $7.3 billion in 1989. The United States incurred a trade surplus with the
USS.R. of $2.0 billion in 1990, and a small trade deficit with other Eastern European
countries. U.S. total trade with China climbed to $19.9 billion in 1990 from $17.6 billion in
1989. Because imports increased while exports declined, the U.S. trade deficit with China
climbed to $10.3 billion from $6.1 billion in 1989.17

414,

15 GATT Press Release, GATT/1494, Nov. 19, 1990.

16 U.S. Bureau of the Census, Foreign Trade Division, report FT 900 (CB 91-56), Feb. 15, 1991.
17U.S. Intemational Trade Commission, International Economic Review, March 1991.
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Chapter 1

Selected Issues in Trade Agreements
Activities in 1990

This chapter describes two significant trade devel-
opments in 1990: the Uruguay Round of trade negoti-
ations, and the development of three U.S. trade initia-
tives that were advanced in 1990 to support Latin
America’s economic reforms. The Uruguay Round is a
four-year effort designed to expand and improve the
multilateral trading system through negotiations in the
GATT, including negotiating agreements in several
areas not previously covered by the GATT. U.S. trade
initiatives with Latin American countries announced in
1990 include the Andean Trade Preferences Act, the
Enterprise for the Americas Initiative, and the an-
nouncement by the Governments of the United States
and Mexico of their intent to begin discussions on a
Free Trade Agreement.

The Uruguay Round Negotiations

Introduction

Four years of negotiations aimed at expanding and
improving the multilateral trading system virtually col-
lapsed in December 1990, as signatories to the General
Agreement on Tariffs and Trade (GATT) proved unable
to break a deadlock in negotiations over agricultural
subsidies. The impasse frustrated progress elsewhere at
the conference originally set to conclude the Uruguay
Round of multilateral trade negotiations (MTN), and
left the future of the Round in doubt. The United States
has been a leading advocate of the ambitious agenda
adopted when the Round was launched in 1986, push-
ing hard for a major overhaul of GATT trade rules to
reflect new market realities. U.S. priorities include
seeking stronger world trade rules for agriculture, ex-
pansion of multilateral disciplines to intellectual prop-
erty and services, and improvements to current GATT
trading rules in areas such as subsidies and safeguards.!
This chapter reviews developments in 1990 by the 15
negoﬁaﬁnggroupssetuptodiswssmesubjectsagreed
in the Ministerial Declaration inaugurating the Round.2
It includes developments at the ministerial conference
held in Brussels, Belgium, December 3-7, 1990, thus
providing a view of where negotiations stood when the
Round was subsequently resumed February 26, 1991.3

! USTR, 199! Trade Policy Agenda and 1990 Annual Report
g the Pre.sl'lgd;ilt of the United States on the Trade Agreements
am, .

'?'GA'I'I‘. “Ministerial Declaration on the Uruguay Round,”
MINDEC, Sep. 20, 1986. This ministerial declaration, the “Punta
Trade Agrecments Brogyant 3o Ropmo Toae Feaier of the
e reements Program, 3 ica-
tion 1995, July 1987, A. .

3 GATT, “News of the Uru Round of Multilateral Trade
Negotiations,” Press Release No. 46, Mar. 4, 1991, p- 1-10. At

Overview

The pace of the Uruguay Round negotiations gath-
ered steam during 1990 as negotiators aimed at con-
cluding by December 1990 the four years of trade talks
that opened in 1986 at Punta del Este, Uruguay. Prog-
ress had been slow to restart following the initial fail-
ure at the December 1988 Mid-Term Review to agree
on a framework for negotiations* in 4 of the 15 subject
areas for negotiation. High-level consultations with key
participants resulted in a compromise in April 1989 on
the subjects of agriculture, textiles, safeguards, and tra-
de-relat)ed aspects of intellectual property rights
(TRIPs).

Beginning in late 1989 and during 1990, partici-
pants began to present more detailed and comprehen-
sive proposals. Previously discussed ideas were inte-
grated into single packages, allowing negotiators to be-
gin considering possible concessions and compromises
in the various negotiating groups. Concessions embo-
died in these proposals were made provisionally, pend-
ing the final outcome of the Uruguay Round, and con-
ditioned typically on the provision in the Punta del Este
declaration that “the launching, the conduct and the im-
plementation of the outcome of the negotiations shall
be treated as parts of a single undertaking.”™ As suc-
cinctly stated by the GATT Director-General who over-
sees the Round, this meant “that nothing is final until
everything is final.”®

Provisional agreements already reached at the Mid-
Term Review in April 1989 continued in effect during
1990. These included greater involvement of trade
ministers in managing the world trade system through
discussions in the GATT and an increased GATT con-
tribution toward achieving coherence in world econom-
ic policy making.” Periodic multilateral review of
GATT members’ trade policies under the Trade Policy
Review Mechanism (TPRM) and expedited dispute
settlement procedures also continued in force, to be re-
examined at the conclusion of the Round.®

3—Continued

the adjoumment of the Brussels conference, TNC chairman
Arthur Dunkel was charged with pursuing intensive consultations
to narrow outstanding differences in the negotiations. Following
iknfonmlnlks. Dmktbeelmupawdlbaonl’eb. wmnsax:};%c

ey partici in iculture negotiations, i ing ,
Indmspeaﬁcbmdmg commitments” in the three areas
of domestic nm,mrkum,mdaxoncompm"m
Subsequently, el held further talks wi rnnicipams on
nonagnicultural subjects and, on Feb. 26, 1991, convened a
meeting of the TNC to announce that the Uruguay Round could
now be formally resumed. For more information on the resump-
ﬁonoful%s,seethefdlowli;gsecdonoume%nlks. The

ram of work proposed by Dunkel on Feb. or resumption

g;ot‘i!e Uruguay Round is reprinted in Inside U.S. Trade, “Dunkel
Outlines Plan to Resume Uruguay Round with Technical Talks,”
Special Mar. 1, 1991,
pp. S-2 10 S-5.

4 For a discussion of areas of agreement and disagreement at
the Mid-Term Review, see USITC, Operation of the Trade
,zﬁggemew Program, 40th Regon. 1988, USITC publication

, July 1989, p. 1-9 10 1-15.

5 GATT, “Ministerial Declaration on the Uruguay Round,”
MINDEC, Sep. 20, 1986, % 2.

6 GATT, “News of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 39, July 30, 1990, p. 8

s ﬁb:g:. press release No. 46, Mar. 4, 1991, p. 2.




By the end of 1990, the 15 negotiating groups
could be characterized as falling into one of three cate-
gories. In the first category, provisional agreement was
publicly announced, or agreed to less formally during
negotiations, but still awaits a final Uruguay Round.
package before becoming effective. These areas are al-
ready substantially agreed or are expected to fall into
place rapidly once agreement in other fields is reached.
In a second category, partial agreement has been
reached, there is an agreed negotiating text or agree-
ment on some issues,? but the group continues to nego-
tiate on other issues of substance. Political-level deci-
sions will be required to resolve these issues, but they
are anticipated to fall into place as a final Uruguay
Round package begins to take shape. In the third cate-
gory belong those groups that have reached little or no
substantive agreement. The prospect for fully succes-
sful negotiations in these areas dim at this
time, although agreement on different aspects of these
difficult areas could well be reached given sufficient
political will.

In the first category, provisional agreement was an-
nounced in 1990 on revisions to GATT Articles gov-
eming various aspects of world trade. Changes to
GATT rules were announced in June 19907 aimed at
making import charges beyond tariffs more transparent,
and in August 1990 aimed at increasing the transparen-
cy of transactions and operations involving state trad-
ing enterprises.!! Revisions were also announced in
October 1990 to three Codes of conduct concluded in
the 1979 Tokyo Round MTN: the Standards, Import
Licensing, and Customs Valuation Codes.!2 Other sub-
jects that could be included in this category, where less
formal progress was made up to and including the
Brussels ministerial conference,!3 involved certain
nontariff measures such as rules of origin and preship-
ment inspection (PSI), agricultural sanitary and phyto-
sanitary rules, and certain procedural rules under the
General Agreement, such as supplier rights during tar-
iff negotiations, procedures for forming regional cus-
toms or trading unions, and accession procedures.

In a second category are subjects in which negotia-
tors made progress in 1990, but which still depend on
political-level attention to disputed issues. These areas
include textiles;!4 waivers of obligations under the

9 International Trade Reporter, “Uragusy Round TNC meeﬁ
a ‘net ' not & failure, %ﬂy USTR Katz says”

7, no. 33, Aug. 15, 1990, pp. 1259-1

10 Thid., press release No. 37, June 19, 1990.

11 1hid,, press release No. 40, Aug. 1, 1990.

12 Ihid., press release No. 42, Oct. 24, 1990.

13 For a summary of results at the Brussels ministerial
conference, see Lowms J. , “Brussels Ministerial Inconclu-
sive: GATT Talks S to Allow Countries to Reflect on
Positions,” Business America, vol. 112, no. 1, Jan. 14, 1991, p. 10

i 1 of Multilateral

§ summary
Ig"l'NCduimmDmkzlftunNov.S, 1990 can be found under
K of Talks by Area’ in International Trade Reporter, *USTR
Hills says GATT talks ‘hang in balance’ as EC wrangles over
?g;l; slumbadm proposal,” vol. 7, no. 44, Nov. 7, 1990, pp.

14 International Trade Reporter, “U.S., others blame EC for
failure in Brussels to agree on new rules to govem world trade,”
vol. 7, no. 49, Dec. 12, 1990, pp. 1878-79.
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General Agreement; Government Procurement; Safe-

measures; Dispute Settlement; and Services.
Resolution of the remaining substantive disagreements
in these areas is likely to be held back until the shape of
the final Uruguay Round package begins to emerge, so
negotiators can gauge what concessions and trade-offs
are likely to be offered both within any single group
and among all negotiating groups. Market access nego-
tiations, involving tariffs, nontariff barriers, natural re-
source products, and tropical products, have made
some progress in 1990,!5 although time lost prior to
1990 over procedural issues!® meant that only limited
progress was achieved on industrial tariffs and nonta-
riff measures before the impasse over agriculture
brought the Brussels conference to an end."’ Partici-
pants have been generally unwilling to negotiate mar-
ket access issues until the Round formally resumes.!8
Although additional market access offers may be ad-
vanced without the acute political attention needed to
resolve disputed issues in other negotiating groups in
this category, more forthcoming tariff and nontariff of-
fers are still likely to await a clearer picture of the final
shape of the Uruguay Round package.

In the last category exist the most difficult areas
that claim little or no substantive agreement. First and
foremost is the area of agriculture, which was responsi-
ble for the failure both at the Montreal Mid-Term Re-
view and at the Brussels conference.!? In both cases,
the European Community (EC) would not agree to a
negotiating framework that would lead to reductions in
agricultural subsidies sufficient to satisfy a number of
interested participants, the United States and the Caims
Group of agricultural exporting countries,2 in particu-
lar. Other difficult areas include subsidies and anti-
dumping, intellectual property rights, investment mea-
sures, and balance-of-payments reform.

The resumption of the Round in February 1991
means that the status of negotiations in particular
groups remains fluid, with the possibility that the par-
tial agreement on some subjects such as Safeguards or
Textiles may unravel and the difficulties in other sub-
jects such as 1 or TRIMs may become less
blocked in future negotiations than was the case at

15 International Trade Reporter, “Uruguay Round Groups on
Market Access, Non-Tariff Measures Making Steady Progress,”
vol. 7, no. 41, Oct. 17, 1990, p. 1580.

16 The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, March 1, 1991,

Annex p. 3.

17 Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11.

18 The President of the United States, Report to the Congress
on the Ext;vmon of Fast Track Procedures, 1, 1991,
Annex .

15 Ingernational Trade Reporter, “U.S., others blame EC for
failure in Brussels to agree on new rules to govem world trade,”
vol. 7, no. 49, Dec. 12, 1990, pp. 1878-79.

2 International Trade Reporter, “GATT delegates asking ‘what
went wrong?® as concluding Uruguay Round session begins,”
val, 7, no. 48, Dec. 5, 1990, p. 1851.

2 [nternational Trade Reporter, “Negotiators on intellectual
property rights making * * progress in Uruguay Round”
vol. 7, no. 38, Sep. 26, 1990, p. 1477.




Brussels. However, virtually all participants agree that
agriculture is the predominant stumbling block to the
successful conclusion of the Round, with little or no
agreement yet on what is to be done other than to con-
tinue discussion.2 The clear lack of consensus on agri-
culture at Brussels appeared to reduce the impetus to
resolve outstanding issues in a number of other nego-
tiating _areas, such as in tariff and nontariff negoti-
ations,23 TRIPs,? and TRIMs.2 In addition, decisions
in some negotiating groups are intertwined with agree-
ments in other groups, for instance, the agricultural
standards being negotiated in the agriculture group re-
late to the Standards Code negotiations in the MTN
Agreements and Arrangements group;25 the agreement
in the dispute settlement group relates to dispute settle-
ment procedures for the Standards Code and for other
groups;2 tropical products negotiations now depend on
negotiations in the groups discussing agriculture and
tariff and non-tariff measures.2

Addendum on Resumed Talks

Consultations held by TNC chairman Arthur Dun-
kel with key participants in the agriculture negotiations
laid the basis for his announcement on February 26,
1991, of the resumption of the Round. Dunkel has or-
ganized seven issue-specific groups rather than recon-
vene the 15 Uruguay Round negotiating groups,?® in
part to assist the discussion of the overlapping and in-
tertwined subjects mentioned above.

These groups began technical-level talks on a stag-
gered schedule, 30 starting March 1, 1991. The
are (1) Agriculture, (2) Textiles and Clothing, (3) Ser-
vices, (4) Rule-Making, (5) TRIMs and TRIPs, (6) Dis-

2 The basis for resuming the Urugusy Round negotiations in
1991 rested upon the EC’s agreement nok to di et
of the agriculture negotiations is to reach ific reductions in

negotiati
Mid-Term A
3 Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended 1o Allow Countries to Reflect on Positions,”
Business America, vdl. 112, no. 1, Jan. 14, 1991, p. 11.
2 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
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Louis J. hfurph , “Brussels Ministesial Inconclusive: GATT
Talks Suspended to Allow Countries 1o Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14.

2 The President of the United States, Report 10 the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
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2 Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to0 Allow Countries 10 Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11.
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pute Settlement and the Final Act, and (7) Market Ac-
cess. Previous subjects and negotiating groups are rep-
resented under these seven issues. For example, discus-
sions under the Rule-Making group cover a number of
negotiating groups: Subsidies, MTN Codes, GATT Ar-
ticles,3! the Dispute Settlement and Final Act group
including Dispute Settlement, the Final Act addressing
how to incorporate the Round’s results, and the subject
of greater coherence in international policy-making
from the Negotiating Group on Functioning of the
GATT System (FOGS). The Market Access group
comprises, as explained below in the review of discus-
sions in the 15 negotiating groups during 1990, the
groups on Tariffs, Nontariff Measures, Natural Re-
source-Based Products, and Tropical Products. This re-
view is preceded by a review of the activities of the
organizational bodies overseeing the operation of the
Round. ,

Organizational Structure of the Negotiations

Some 15 negotiating groups and a surveillance
body are involved in the negotiating process. All of
them report to the Trade Negotiations Committee
(TNC), which periodically meets to review the overall
status of the Round and to set out work plans for its
completion. The Group of Negotiations on Goods
(GNG) is made up of 14 negotiating groups. These
groups cover, in the order set out in the Punta del Este
declaration, (1) Tariffs, (2) Nontariff Measures, (3)
Tropical Products, (4) Natural Resource-Based Prod-
ucts, (5) Textiles, (6) Agriculture, (7) GATT Articles,
(8) Safeguards, (9) MTN Codes, (10) Subsidies, (11)
Dispute Settlement, (12) Trade-Related Intellectual
Property Rights (TRIPs), (13) Trade-Related Invest-
ment Measures (TRIMs), and (14) the Functioning of
the GATT System (FOGS). The separate Group of Ne-
gotiations on Services (GNS) also reports to the TNC
chairman, as does the Surveillance Body, created by the
TNC to oversee the commitment made in the Punta del
Este declaration to stop as well as to reverse national
protectionist trade measures, a commitment known as
“standstill and rollback.” See figure 1 for the structure
and groups of the Uruguay Round.

Trade Negotiations Committee Review

During 1990, the Trade Negotiations Committee
(TNC) met formally and informally to assess progress
being made toward agreement at the December minis-
terial conference. In April, the committee decided to

N__Continued
market access on Mar. 21. These initial talks were primarily
procedural. These groups will consider only technical-level topics,
with topics requiring political-level attention postponed until later
in 1991. This political-level attention is intertwined with renewal
of U.S. “fast-track” iating authority, which expires June 1,
1991, as well as the E ual price setting under the
Comman Agricultural Policy, both of which are expected to be
resolved by mid-year 1991.

3 Topnc':f mcludembnd:umdmervail:f d“o?s"qﬁ-the
dumping, safeguards, preshipment inspection, rules of origin,
Standards Code, import licensing , customs valuation,
govemment procurement and GATT Articles.




Figure 1
Uruguay Round Structure
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develop a complete “profile” of the agreements that
would make up the final Uruguay Round 3gacl:age, for
review at the next TNC meeting in July.

At the TNC meeting held July 23-26, 1990, GATT
Director-General Arthur Dunkel, chairman of the TNC,
conducted a political-level review of the status of nego-
tiations.33 He noted the unadvanced state of agree-
ments in the various negotiating groups, observing that
many of “the profiles . . . represent a compendium of
positions, rather than draft agreements.”4 This situa-
tion, he conclu dedg put the negotiations “collectively
behind schedule.”35 His summary cataloged such major
issues faced in individual negotiating groups as how to
improve tariff and nontariff offers; how to integrate the
Multifiber Arrangement governing world textile trade
into the GATT; how to proceed with agriculture negoti-
ations; whether or not safeguard measures against im-
port surges should be allowed on a selective basis; as
well as how to bring together differences in other
groups, such as Subsidies, Intellectual Property Rights,
and Services.36

'Ihechmnnana]soprwemedhnsworkprogmnfor
the final leg of negotiations. He called for all negotiat-
ing teams to be present in Geneva, beginning October
8, 1990, pointing out that the Punta del Este declaration
calls for the GNG to evaluate the results of the Uru-
guay Round in regard to differential and more favor-
able treatment for developmg countries before the
Round concludes.37

Standst:ll and Rollback

. In the standstill and rollback commitment in the

Punta del Este declaration, participants agreed not to
take trade-restrictive or trade- distorting measures dur-
ing the Round that are inconsistent with the General
Agreement’s rules, nor to take legitimate actions under
the General Agreement that exceed lhe minimum nec-
essary 1o correct specific situations.38 The participants
alsoagreednottolakeothermeasurestonmprovemelr
negotiating position.3

Participants notify trade restrictive actions to the
Surveillance Body created to oversee the standstill and
rollback commitment. At the outset of the Round, there
was debate over what to do with these notifications.
Developing countries, in particular, felt that rollback
provxsnons should be put into  effect during the
Round,*0 with countries removing trade measures

nﬁATl' "News oftheU Round of Multilateral Trade
Neggdations No. 33, Apr. 19, 1990, p. 1.
3Int¢rn¢twuled¢R¢pon¢r Cendswnhhnleungible

progress, LDCs criticize meeting as waste of time,” vol. 7,
no.31 Aug. 1, 1990, pp. 1180-1181.
”% p:uuelcueNo.39 July 30, 1990, p. 3.

“Ibld.
37 Ibid.
38 GATT, MmmemlDechnnmontbeUmgmyRomd.
M[N.%Eng Sep 20, 1986, p. 4.

40 The President of the United States, R
on 31:& Extension of Fast Track Procaiwn
P-

to the Congress
1, 1991, Annex

deemed inconsistent with the General Agreement, such
as voluntary export restraints. Industrial countries saw
standstill and rollback as essentially a political commit-
ment to ensure that pamcxpants would not seek conces-
sions in exchange for removmg trade measures already
inconsistent with the GATT.4T To date, the Surveil-
lance Body has met just prior to TNC meetings to pro-
vide a political-level forum for addressing concerns
over measures that pmncxpants feel affect their inter-
ests in the negotiations.42

In 1990, the Survelllance Body was not as active as

in previous years.*3 In February, the United States
ramdthelssueofthegoposedEC import restraints on
Japanese automobiles.** The United States noted that it
expected any such agreement to be shortlived, transpar-
ent, and consnstent with the safeguards agreement un-
der negonanon The United States also voiced con-
cerns against the EC proposed criterion for biotechnol-
ogy that would add a socioeconomic needs test and an
environmental nnpact assessment to the regulatory re-
view process. 6

Argentina notified the Surveillance Body of an in-
creasemECsubsxdxestoproducersofhlghquahty
flint-corn.4” Argentina also notified a rollback commit-
ment that, it stressed, was part of an overall £ohw®-
signed to liberalize its foreign trade sector.® The EC
andAustrahaexpressedmelrconcemovertbeUS
farm bill being considered by Congress.4?

At the July 1990 TNC review, the TNC chairman
called for participants to notify by October 15, 1990,
ﬁlemeaswestheywerepreparedtorollbackunderthe
standstill and rollback commitment.5® He noted further
that the elimination of measures found inconsistent
with the General A nt will take place only at the
end of the Round.”>* The chairman of the Surveillance
Body had reported at the April 1990 TNC meeting that
amajoret’fonwouldbenwdedwhonormerollm
commnment by December 1990.52

.In November 1990, countries submitted reports to
the Surveillance Body on the implementation of their
rollback commitment.3 Rollback contributions were
made by Argentina, Australia, Canada, Chile, Colom-
bia, the EC, Finland, Hong Kong, Indonesia, Japan,
Korea, and the United States.>* The United States said
it would implement the recommendations made by two

41 Thid. -

42 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
Prosm».t. 1991, p. 41.

bid.

44 Thid.

43 Thid.

46 Thid. .
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Tbid., Apr. 11, 1990, p. 19.
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dispute panels that found U.S. customs users fees and
the U.S. “Superfund” tax on imports to be inconsistent
with GATT rules.55 56

Group of Negotiations on Services

The Group of Negotiations on Services (GNS) set
out in 1990 to develop a draft services framework
agreement by July. In particular, the group sought to
agree on sector coverage under the framework as well
as the means by which to liberalize trade in services.’
Increased LDC parucxpauon in the services negoti-
ations was another major aim. In this regard, 11 mem-
bers of the Latin American Economic System (SELA)
presented a draft text that stressed special consider-
ations fog developing countries in liberalizing trade in
services.

Thegroupcreatedseveralworhnggroupsmmy
1990 to examine particular services sectors and ele-
mentsmthosemdxvndualsectorsthatmaymedtobe
taken into accountm the application of an overall ser-
vmagreemem. The working groups covered finan-
cial semces, telecommumcauonssemm, transporta-
tion services, construction and engineering, profession-
al services, tourism, with agreement also to hold dis-
cussions on labor mobility issues.%0 An eighth working
group was subsequently added on the audiovisual sec-
tor to cover films and broadcasting 5! The sectors cho-
sen for working groups weretobemdepmdmt of final
sector coverage under a services agreement.52

By the time of the Brussels conference, a number
of these working groups had produced annexes that are
tobeanachedtod:eovemllﬁ'ameworkagreemntm
services to address issues unique to these sectors.63
The annexes developed prior to the Brussels meeting
cover all transport services, telecommmuamons, labor
mobility, and audiovisual services.% A fifth annex on
financial services was introduced by Canada, Japan,
Sweden, and Switzerland at the Brussels ministerial
conference and, supported by the United States and the

58 Tbid.
36 For discussion of the cases involving the customs user fees
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64 GATT, “Dnaft Final Act the Results of the
Uruguay Round of Muliilateral Trade Negotiations,”
MTN.INC/Wi35/Rev.1, December 3, 1990, p. 364-378.
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EC.% is likely to form the basis for future negotiations
in this sector.% Other annexes may be developed as a
result of further negotiations.5’ Following is a discus-
sion of the major issues being addressed in the Nego-
tiating Group on Services (GNS) as part of developing
the overall framework agreement, as well as the indi-

.vidual working groups examining the need for possible

sector annotations.

Framework Agreement on Services

During 1990, the negotiating group discussed sev-
eral proposals, including a comprehensive legal draft
submitted by a group of primarily African countries,58
as well as full legal texts by the EC® and Switzer-
1and.” A draft framework text submitted by the group
chairman during these dnscussxons focused attention
first on rules and principles,”! with later additions to
the text covering institutional aspects such as dispute
settlement and enforcement. He proposed a council
overseeing the operation of the services agreement,
along the lines of the GATT Council of Representatives
that governs operation of the General Agreement,
which could implement a services agreement as well as
provide technical assistance to developing countries
concerning services.”? The chairman’s text also in-
cluded provisions covering transactions when the

agreement would not apply between parties, such as

when one country is a signatory to the services

“Ihd. Annex p. 55 57 and Table S. See also International
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ments, would be negotiated over time in periodic review confer-
ences.
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agreement and the other is not.”> These provisions in
turn raised the issue of determining rules of origin for
traded services.”4

The chairman’s draft framework text provided the
basis for negotiation in the fall over the central issues
of scope and sectoral coverage, initial commitments to
liberalize services trade, the embodiment of progres-
sive liberalization within the agreement, most-favored-
nation (MFN) treatment in services, and provisions re-
lating to developing countries.”> The working groups
continued work during the fall of 1990 on the service
sectors likely to need additional provisions or separate
annexes to the agreement to interpret the framework’s
provisions to their particular sector.”6

Liule additional progress was made at the Brussels
conference’” toward finalizing a framework agreement,
known as the General Agreement on Trade in Services
(GATS). Much discussion, just before and during the
Brussels conference, centered on whether MFN treat-
ment’® was iate 10 a services agreement. Some
participants seek unqualified MFN treatment for ser-
vices, while others see this approach as liberalizing ac-
cess to national service markets unevenly.”? The
United States argued that such unqualified MFN treat-
ment would obligate countries with already open ser-
vice markets to remain open while more closed econo-
mies would have no further incentive to liberalize.80 At
the Nov:.:;ber 21-22 meeting of the GNS immediately
prior to the Brussels meeting, U.S. negotiators had pro-
posed virtual elimination of the MFN principle from
the services agreement, a complete reversal from the
U.S. support at the beginning of the Round for a broad-
based services agreement covering a number of service
sectors.8! U.S. maritime and civil aviation industry as-
sociations in particular had voiced the opinion that cur-
rent bilateral arrangements worked better than

7 Ihid.
74 Thid.
7S Department of Commerce, Uruguay Round Update, Sep.
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78 GATT, Basic Instrumenis and Selected Documents, vol. IV,
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the possibile arrangements being developed in the

- group of a multilaterals GATS.82 To resolve this diffi-

culty of uneven market access under the MFN princi-
ple, the United States proposed a “progressive MFN”
that would link MFN treatment to firm market access
commitments.33 Although controversial, a number of
key market access offers came forward based on this
linked MFN before the Round was suspended.®4

Working Group on Maritime, Land and Air
Transport Services
In 1990, this working group looked at whether a

separate annex to the services agreement was necessary
for the transport sector and, if so, for what issues.
Application of the MFN principle was widely dis-
cussed because of the extensive bilateral and multilat-
eral agreements existing in the transport sector, in par-
ticular the UN. Code of Conduct for Liner Confer-
ences (ICAO). Sea and air e issues were also
highlighted, with differences over whether in-land wa-
terways were part of land or sea transport.85 (Cabotage
is trade or transport within a country in coastal waters
or airspace.) The working group developed annexes
for discussion at the Brussels conference on maritime,
inland waterway, road, and air transport services.%
However, other participants share concems of the
United States over application of all the rules of the
services agreement to the transport sectors,¥ although
opposition from European maritime associations, for
exam&le,hasbeenmoremutedmanmatfromu.s.
ones.>® Extensive bilateral aviation agreements make
application of MFN treatment to this sub-sector partic-
ularly inappropriate, according to the United States.®®

%2 Insernational Trade Reporter, “U.S. insistence on dropping
sutomatic MEN from GATT services agreement stalls talks,”
vol. 7, no. 47, Nov. 28, 1990, pp. 1801-1802.

® Intemational Trade Reporter, “GATT delegates asking ‘what
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val. 7, no. 48, Dec. S, 1990, pp. 1851-1853. .
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EC and U.S. transportation ministers in January 1991, the EC

said it would consider excluding coverage of shipping
disciplines under the GATT if reaching such an agreement that
would lead 10 a “less liberal” regime than currently exists proved
too difficult. The EC transportation commissioner said that an
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Working Group on Telecommunications

At the first working group meeting in June 1990,
the United States presented its draft annex covering ac-
cess to and use of telecommunications networks. The
EC, Japan, and Korea also made proposals. Developing
countries stressed the role of telecommunications in
economic development. Other concemns raised included
bilateral pacts between countries that fix international
telephone accounting rates and the role national tele-
communications monopolies play in supporting ser-
vices to remote and rural areas. The group covered
technical issues, including transparency, mode of de-
livery, basic infrastructural versus enhanced telecom-
munications services, standards-related issues, pricing,
anti-competitive behavxor, and supply and demand con-
ditions of networks.%

The United States has emphasized liberalization of
enhanced telecommunications services over basic ser-
vices because many other countries restrict foreign
competition in such basic telecommunications services
as voice telephone or telex.?! This asymmetry in mar-
ket access has prompted the United States in particular
towekcommmnentsfromomemounmwtoopenmelr
markets to U.S. telecommunications services - before
granunﬁ MFN treatment in the telecommunications

Working Group on Labor Mobility

'I‘heWalnngGroupouLaborMoblhtyexammed
mml%mhsthed:smcuonbetweenwmpo-
rary personnel movement versus immigration, and the
relation of personnel movement to the commemal
plmnceofaﬁnnseelnngtosellnsservwabmad.
Developing countries have sought to include labor mo-
bility in a services agreement in light of an LDC com-
parauve advantage in wage rates, thus establishing
some “‘symmetry” tomdusmalcounu-yadvantagasm
other fields of services.* The working group devel-
oped an annex for discussion at Brussels, after examin-
ing whether or not labor mobility issues might not be
included in the overall services framework.

Working Group on the Audio-visual Sector

Whnleﬂwworhnggronpdldnotformaﬂydeﬁne
the audiovisual sector, some participants used an infor-
mal definition of production, distribution, and diffusion
of film, video, and television industries. The major is-
sue discussed focused on an exemption from MFN

”GA‘IT “News of the Uruguay Round of of Multilateral Trade
es pluueleaeNo.SS July 16, 1990, p. 13.
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treatment in the framework agreement that would per-

mit governments to protect cultural values. The United
States and others took the position that no such exemp-
uonwasmorder; Canada, the EC, Egypt, and India
held the opposite view.”” The United States argued

| 'tlmcnlun'alldelmtywasalmdyobscuredbythem-

creasing multinational character of film and television
productions. Countries proposing such an exemption
typically have quotas and other discriminatory arrange-
ments in place aimed at protecting domwuc industries
from foreign competition in this field.%%

Working Group on Financial Services

Working group participants raised a number of is-
sues for discussion conceming the financial sector, spe-
cifically: (1) the definition and coverage of financial
services; (2) prudent regulation; (3) national treatment;
(4) market access; and (5) MFN treatment. Questions
or concerns that corresponded with these five issues,
included: (1) Should banking and insurance be treated
separately? (2) What is the best way to ensure that
liberalization does not undermine the existing controls
of prudent regulations? (3) How can national treatment
be applied across widely different regulatory regimes
and levels of financial liberalization? (4) How can
both the establishment of commercial presence through
direct investment or acquisition and a cross-border pro-
vision of financial services be covered under the mar-
ket access provisions of the agreement? (5) How can
glﬂfﬁumtapproaches to MFN treatment be recon-

, 'I‘heworhnggroupalsoexammedposmblebalan-
ce-of-payments (BOP) provisions for trade in financial
services. Disagreement between developing and indus-
trial country participants in the group prevented a fi-
nancial services annex from being forwarded with the
other annexes to the Brussels conference.!% Nonethe-
less, a draft annex on financial services was adopted for
discussion during the conference that appears to pro-
vide a basis for future negotiations.

Working Group on Construction and Engineering
Services

This working group focused initially on labor mo-
bility, govemment procurement, and subsidies in the
construction and engineering sector. Market access is-
sues discussed included performance bonds, bidding
practices, and construction and engineering service
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packages.!0! However, no annex has been produced to
date on this sector.

Group of Negotiations on Goods

The Group of Negotiations on Goods (GNG), to
which the 14 negotiating groups report, met at the end
of 1989 to review the overall progress of the negoti-
ations as well as to assess the balance being struck be-
tween the needs of industrial and developing countries.
The GNG met again briefly in April 1990. Developing
country needs in the negotiations was a broad theme
durin& 1989, but was narrowed down at the 1990 meet-
ing.102 Issues raised that affected developing countries
in particular included the possible introduction of se-
lective safeguard measures, which some felt would en-
danger the basic principle of non-discrimination embo-
died in the General Agreement;13 the lack of progress
both in re-integrating textiles into the GATT system,
and in the agriculture negotiations; and the slow pace
of negotiations on traditional subjects, such as tariffs
and tropical products. Attempts to revise trade rules
governing balance-of-payments restrictions under
GATT Article XVIII (Governmental Assistance to
Economic Development) were specifically contested,
as these provisions are often used by developing coun-
try signatories to justify trade restrictions designed to
safeguard a country’s financial reserves.

Progress made in the individual negotiating groups
that report to the GNG is detailed below.

Tariffs

In February 1990, the Negotiating Group on Tariffs
resolved its long-standing debate over whether to re-
duce tariffs by a “formula” or by a “request/offer” ap-
proach by agreeing that both were acceptable.1%4 Since
the beginning of the Round, most countries have fa-

vored a formula cut to tariffs,!% whereby duties in all
tariff lines would be reduced by a certain percentage to

achieve “a target amount for overall reductions at least

as ambitious as that achieved by the formula partici-
pants in the Tokyo Round,” as agreed at the Mid-Term
Review.1% This meant that the ouicome would be at

101 GATT, “News of the Uruguay Round of Multilateral Trade
Neqoﬁaﬁons," &u’ release No. 41, Oct. 9, 1990, p. 12.

2 GATT, “News of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 35, Apr. 19, 1990, p. 4-5.
% The principle of non-discrimination is reflected in GATT
article I (General Most-Favoured-Nation Treatment) and anticle III

(National Treatment on Intemal Taxation and Regulation) where
MEFN treatment is granted “immediately and unconditionally” and
where the same treatment is afforded t0 produce imported from

analysis i m e roies of Do OATT Togal regs o
an es an regime
for intemnational trade, see Trade Policies for a Better Future:
The ‘Lewtwiler Rem'. the GATT and the Uruguay Round,
Martinus Nijhoff i , Boston, 1987, p. 96-102.

104 y 199! Trade Policy Agenda and 1990 Annual Report
g the President of the United States on the Trade Agreements

m&am. 1991, p. 33.
The ident of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex

p-1-2.

106 GATT, “Mid-Term Meeting,” MTN.TNC/11, Apr. 21, 1989,
. 4. The Mid-Term Review agreements are also repri in
ATT, “News of the Uruguay Round of Mult Trade

Negotiations,” press release No. 27, Apr. 24, 1990.

least the 33 t reduction achieved in the Tokyo
Round MTN.107 However, in the past, countries often
had excepted certain products from across-the-board
formula cuts, leavin&“tariff peaks” or other anomalies
in tariff schedules.!® The United States, in contrast,
sought a request/offer approach, primarily to achieve
mm;légt access for products germane to U.S. indus-
try.

Participants agreed that they would submit propos-
als for their own line-by-line tariff reduction, elimina-
tion, and binding by March 15, 1990. The GATT Sec-
retariat urged intensive negotiations on substantive re-
quests and offers, recognizing that the debate over for-
mula versus request/offer procedures had taken up a
great deal of time.!10 In response, bilateral tariff nego-
tiations between participants were held throughout the
year. By May 1990, some 36 “offer lists” had been ex-
changed.!!! At the July TNC, the chairman called for
improved offers on both tariff and nontariff measures.
He set October 15 as the deadline for advancing specif-
ic offers on all groducts. He also advised joint meetings
of the groups!!2 involved in market access negotiations
to reduce uncertainties over where to table offers.!!3
By Fall 1990, tariff proposals had reached 45 offer lists
(the EC as a single offer) and 24 lists. Several
mostly Southeast Asian countries!’* announced im-
proved offers pending the outcome of the Round. The
United States said it would table a comprehensive offer
October 15 and would intensify bilateral negotiations
through November 15.115

At the initial joint meeting in September 1990 of
market access groups, the EC noted that tariff offers
varied widely and that tariff bindings alone were not
sufficient. It called the exclusion of whole sectors such
as textiles in some offers worrisome.!!6 Some said
these variations reflected different development lev-

107 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
the President of the United States on the Trade Agreements

gLam, 1991, p. 33.
The President of the United States, Report (o the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex

. 2.
P oo USTR, 1991 Trade Policy Agenda and 1990 Annual Report
%dwl’mfdu‘ of the United States on the Trade Agreements

1991, p. 33.
0 The President of the United States, Report 1o the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
3.
P GATT, “News of the Uruguay Round of Multilateral Trade
Neqodniom." release No. 36, June 1, 1990, p. 6.

12(iA‘l‘l‘.‘&em(aflhc:UmgmyRounclofM tilateral Trade

Negotiations,” press release No. 39, July 30, 1990, p. 4. The
roups involved are the Negotiating Groups on Tariffs, Non-Tariff
easures, Natural Resource-Based Products and Tropical

113 GATT, “News of the Uruguay Round of Multilateral Trade
Neqoﬁaiom." s release No. 39, July 30, 1990, p. 4.

14 GATT, &:‘w of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 41, Oct. 9, 1990, p. 7. Hong
Konﬁ Malaysia, Norway, and Thailand.
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Neqoumoml‘ ation l;- g;u release No. 41, Oct. 9, 1990, p. 7.




els;!17 others felt that the slow progress reflected un-
certainty over product coverage!!8 because of the insis-
tence on a request/offer procedure by the United States,
compared with a formula-cut approach used in pre-
vious Rounds. 119 v

The comprehensive U.S. offer tabled in October
1990 reflected the U.S. approach of combining tariff
and nontariff measure concessions in all sectors includ-
ing agriculture and textiles.120 A major portion of the
U.S. offer included a proposal originally submitted in
March 1990 to eliminate all tariff and nontariff mea-
sures in certain sectors in exchange for reciprocal treat-
ment by particular trading partners, known as “zero for
zero” initiatives.12! By October, the sectors proposed
by the United States for such initiatives included phar-
maceuticals and certain chemicals, beer and distilled
spirits, furniture, toys, wood, paper, bicycle parts, con-
struction equipment, aluminum and certain lead, cop-
per and zinc products, electronics including semicon-
ductors, medical equigzment, computers and computer
equipment, and steel.!42 During November discussions,
U.S. negotiators determined that the sectors of greatest

“interest to other countries among these initiatives
would be the nine sectors the United States later pro-
moted at the Brussels ministerial conference: beer,
fish, construction equipment, electronics, pharmaceuti-
cals, paper, wood, non-ferrous metals, and steel. How-
ever, while a framework agreement on pharmaceuticals
was reached among developed countries at the Brussels
conference, few other countries showed much interest
in other initiatives.123 As of January 1991, participants
were unwilling to negotiate further on market access
until formal resumption of the Round.14

~ Nontariff Measures

In 1990, the Negotiating Group on Non-Tariff
Measures (NTMs) used the request/offer approach in
the context of the overall market access negotiations to
achieve reductions in nontariff barriers, plus a second
approach of developing stronger multilateral rules. Ini-
tial request lists were submitted by March 15, 1990,
and initial offers responding to these lists were returned
by May.125 As part of the market access negotiations
combining tariff with nontariff offers, Australia and
Uruguay proposed *“binding” NTM concessions so that
future measures would not nullify the concessions

117 Ihid.

118 Ihid, .

119 Thid. . '

120 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements

Pro, 1991, p. 33. '
g"ﬁe?resiSmtofd:e United States, Report 1o the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex

P Yo g -
18 | ouis J. , “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”

Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11.
124 The President of the United States, Report to the Congress
onsthe Extension of Fast Track Procedures, Mar. 1, 1991, Annex

p. 5.
125 GATT, “News of the U Round of Multilateral Trade
Negotiations,” press release No. 34, Feb. 23, 1990, p. 10.
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granted. The United States also proposed preventing
NTM concessions from being nullified later.!26 By
July, 32 NTM request lists and 5 NTM offer lists had
been presented.

Negotiations on other nontariff issues during 1990
centered around drafting multilateral rules on preship-
ment inspection (PSI) and rules of origin. Preshipment
inspection is used by certain developing countries to
verify the quality, quantity, or price of goods in the ex-
porting country before shipment.!2’ During the year,
the United States circulated its draft agreement aimed
at preventing trade distortions caused by PSI, as did the
EC text.!28 The EC suggested membership in the
GATT Customs Valuation and Import Licensing Codes

should accompany a PSI agreement. 129 Countries such

as Zaire that use PSI argued that it may enhance trade
by minimizing overinvoicing or underinvoicing and
evasion of tax and customs duties. On rules of origin,
the EC and Japan!30 each tabled new proposals. The
EC supported speedy work to harmonize the various
national regimes on rules of origin. The United States
and Japan suggested two goals for the group: (1) to
develop basic principles for an agreement on rules of
origin and (2) to agree upon technical work to be done
by the Customs Cooperation Council (CCC).

By the Brussels conference, tentative agreements
had been reached on PSI and rules of origin.!3! The
agreement reached on PSI would impose mandatory
guidelines on private firms inspecting shipments!32 to
notify exporters of all PSI requirements, thereby im-

1% The US.

NTM concessions into

parties. Ibid., press release No. 41, Oct. 9, 1990, p. 7-8.
127 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
ﬁfllle Pre.;tg,f;tof;zc United States on the Trade Agreements
am, P 34
'lheECt.&tmumeddmtotednceposdbleuﬁe
eioos demines by e tondering procafres, cotmodmes
ices determined by open i , it
with wide or frequent price fluctuations, shipments of larger
“tum-key” contracts, and proven cases of trustworthy exporters.
Trade distortions resulting from PSI fall into four categories:
(1) delayed shi and increased administrative costs, (2) pro-
wd‘(?)fack ofda\lial business information, (3) g:;e verification,
and dispute settlement procedures or other
Fmﬁmhe;'lﬁlfamzdm. sete]chhaeslepCa:;%;. :ﬁ;lghip-
129 GATT, "Newsng the Uruguay Round of Multila?enl Trade
Neqniniont.” press release No. 35, Apr. 19, 1990, p. 15-16.
10 hid,, release No. 34, Feb. 23, 1990, p. 11-12. The
EC as a basis for discussion the Kyoto tion,
International Convention

i

CCC be requested. :
131 Louis J. Murphy, “Brussels Ministerial ive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”

Business America, vol. 112, no. 1, Jan. 14, 199%93. 11.

132 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
Program, 1991, p. 34.



proving “transparency.” The PSI agreement also aims
to protect confidential business information, to avoid '

delays in inspection, and to prevent use of price verifi-
cation as leverage to reduce contract prices, A joint dis-
pute settlement mechanism will be run by the Interna-
tional Chamber of Commerce and the Interna-tional
Federation of Inspection Agencies (IFIA) to resolve
disagreements between exporters and PSI agencies.
Panel decisions will be binding. Notification, review,
and consultation provisions are also contained in the
agreement’s dispute settlement mechanism. However,
the TNC has not yet approved the final text of .the
agreement pending the final Uruguay Round outcome.

’nneﬁnalformofmeagreementonmlesofoﬁgin
was similarly left pending the Round's conclusion. 33
Parts I and II of the tentative agreement contain princi-
ples and disciplines for applying all non-preferential
rules of origin.!34 Part III requires publication of new
rules or changes to existing rules of origin at least 60
days before they take effect and includes dispute settle-
ment procedures with notification, review, and consul-
tation provisions. The agreement would also create a
GATT Committee and a Customs Cooperation Council

(CCC) Technical Committee on rules of origin. Part IV -

sets out a work plan on harmonization of origin rules,
to be completed within 3 years following the Uruguay
Round. These results would become a binding annex to
the GATT agreement on’common rules of origin to be
used for all nonpreferential situations. Disciplines on
preferential rules are also included in an annex.

Tropical Products

During 1990, negotiations on tmpwal products
were incorporated into the market access negotiations,
although some provisional concessions to developing
countries had been made as part of the Mid-Term Re-
view, 135

Participants tabled further tropical products offers
iﬁxMarclb%”Oalongmelimagreeduthemd-’rm

eview: :

(@) elimination of duties on unprocessed prod-
ucts;

(b) elimination or substantial reduction of du-
ties on semi-processed and processed prod-
m:ndhmmaun ing or reducing tariff escala-
tion;

(c) elimination or reduction of all nontariff
measl%es affecting trade in these prod-
ucts.

13 | ouis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries 10 Reflect on Positions,”
Business America, val. 112, no. 1, Jan. 14, 1991, p. 11.

13 Nonpreferential rules are used 1o determine MFN status,
mquphedmnndnmggmﬂmgdmy.m

procurement cases and the like.
I3 USTR, 1991 Trade Poli and 1990 Annual Report
on the Trade Agreements

the President of the United
1991, p. 35.
3" GATT, “Mad-Term Mesting.” MTN.INCILI, Age. 21, 1989,
P13 GATT, “News of the Uruguay Round of
iations,” press release No. 34, Feb. 23, 1990, p. 10.

metals and minerals—although

. W2USTR, 1991 Trade Policy Agenda and 1

- The group agreed that offers to reduce tariffs would

. be based on rates applicable at the start of the Round.

Participants would also have a period in which to as-
certain that offers met the terms agreed at the Mid-
Term Review. Related concessions in other market-ac-
cess offers were to be fully considered.138

Of the 48 offers made by fall 1990, most industrial
country offers met the 33 percent reduction goal,

" whereas developing country offers were modest tariff
~ reductions or tariff bindings.!3® Final agreement on

tropical products at the Brussels conference was post-
poned, with results on agricultural tropical products
tied to resolution of the agriculture negotiations and re-

* sults on industrial tropical products tied to negotiations
in the tariffs and nontariff groups.!40 _

Natural Resource-based Products A
The Natural Resource-Based Products Group has

.complemented other groups in the market access nego-
tiations, monitoring agreements in other groups,!4!
- rather than concluding separate agreements on natural

resource-based products (NRBP). The group focused
on three sec ies, forestry, and non-ferrous

brought up energy resources!42 and Australia raised the
issue of coal subsidies and their impact .
The EC singled out issues of double-pricing!44 and ac-
cess to fishing grounds. By Fall 1990, there were 29
various submissions concerning natural-resource-based
products notified under the request/offer procedures
agreed in the market access group, seven requests and
three offers specifically in the NRBP group and the
others in the tariff or the nontariff measures groups.!45
Progress on natural resource products will be incorpo-
rated into the agreements concluded in the tariff and
nontariff negotiations and also in the agreements cover-
ing improved GATT rules.!46

Textiles and Clothing

Discussions in the Negotiating Group on Textiles
and Clothing accelerated during 1990. The group's
stated aim is to develop a basis for integrating world
textile - trade—currently governed by bilateral agree-

138 Ihid., pp. 10-11. »
1 e of Commerce, Uruguay Round Update,

Talks Suspended to Allow Countries 10 Reflect on Positions,
Business Amarica, val. 112, no. 1, Jan. 14, 191, p. 11.

141 | ouis J. Murphy, “Brussels Ministerial Inconclusive:
Talks Suspended to Allow Countries to Reflect on Positions,”
B America, vol. 112, no. 1, Jan. 14, 199;.98. 11.

Annual Report
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GATT,
iati release No. 35, Apr. 11, 1990, p. 15.
release No. 36, June 1, 1990, p. 6. Described by
the EC as local producers obtaining raw materials below world
market price. Another case considered was restrictions to export

- of raw materials from resource-abundant countries in order 1o

promote domestic processing.
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Neqodm."pmu release No. 41, Oct. 9, 1990, p. 8.
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ments, negouated under the. Mnlnf’ber Arrangement
(MFA)—into the GA’I'I‘“7 The. MFA, agreed to -in
1974 under GATT ausprces, has been extended. three
times, cm'remly expiring on July 31, 1991: Debate in-
tensified in 1990 over whether.to integrate textiles into
the GATT over a transition period based on the MFA or
whether to use an alternate approach.!4% The prefer-
ence of most participants was for an MFA-based ap-
proachthatconﬂrcted wrththeUS globalquolaap
proach.! 149 _

Progosals were presented in 1990 by Canada,"o
Japanl 1 and ‘the United States,!52 with the three
working closely on key issues.13 The United States’
sought alternatives to the MFA-based approach, such as
tariff-rate quotas and in particular global quotas.!54
Most other participants, however, y preferred
progressive liberalization: of the MFA nself to'the U.S.

approach, which they said would lead to an initial in- -
crease in trade restrictions as textile exporting countries -

not:presently s [|ect 10 MFA limits would come uiider
the global qnota. Developmg countries further qués-

out a uapsmqg,, mechamsm based on the MFA.160

147 GATT, “MimnemlDeclmonontheUmgm Round.
MINDEC, Sepmmzo 1986.p.5. - y
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+-‘Fhe four central issues discussed in 1990 were (1)
how to0-phase out MFA restrictions; (2) how to phase
out: other restrictions on textiles not consistent with
GATT rules; (3) what kind of safeguard mechanism
should be available during the transition period; and (4)
how would these new commitments be monitored. The
length-of transition period to allow for textile trade
based on the GATT was another major issue, with pro-
posals suggested for five, eight and ten years. 161

‘The chairman’s report to the July 1990 TNC re-
wewwasmessenoeacompendrumofmefourposl '
tions tabled during the year—the U.S., Canadlan,
and ITCB proposals—reflecting the group’s continued
drvergenoe over an MFA-based or a global quota ap-
proach.162 The chair text also included possible mea-

surwtostren GATT rules and disciplines in the
textiles sector;!63 The TNC chairman pointed out that
thxs sphtwasunpedmgprogressm the group despite

iz vnde support for the MFA-based ap-
proach

InlateNovember 1990, the group agreed on a text
that aimed .at the eventual integration of textiles into

the GATT based on strengthened rules and drsclplmw
and a transition period based on the MFA. 165

meeting over. agricultural reform.!5 167 Nonetheless,
participants have agreed to focus on the substantive is-
sues when discussions resume.!6® These issues in-

‘”MguueleueNo.Bs , July 16, l990p 9. The ITCB

tries. The ITCB
Wmmm Awetlhenxyaanec.fil
997.: All quotas products following the

volume remaining under restrictions.
160 The President of the United States, Report to the Congress
onglthﬂmwa.ofFa.rtTmckPmdm Mar. 1, 1991, Annex
P

16! Intérnational Trade Reporter, “Consensus emerging for
lO-ye.r;tmomofMFAmUmguawandmleneg%m-
auoru, vol. 7, no. 48, Dec. 5, 1990, p. 1829.

Sep l%ﬂmsnmofCanmm Uruguay Round Updau
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Ncq.mmu. Press Release No. 39, July 30, 1990, p. 4.
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66 Louis J. Murphy, “Brussels Ministeri
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clude duration of the transition period, growth rates for
existing and new textile import quotas, product cover-
age, safeguard provisions during the transition, and

how st{g;lger GATT rules relate to the transition mech-

anism,

Agricultﬁre

In 1986, trade ministers called attention to the “ur-
gent need” for reform of world agricultural trade in the
Punta del Este Declaration!70 and, by the Brussels min-
isterial conference in December 1990, fundamental dis-
agreement continued over how to do so.17! Agricultur-
al reform is one of the major objectives for many par-
ticipants,!”2 such as the United States and the Cairns
Group!” of agriculture exporting nations,174 and the
paramount issue for some, such as Latin American

countries participating in the Round.!” The concerted
involvement of these other countries in the agriculture
negotiations underscores the importance they attach to
this subject and belies the frequent characterization of
the agriculture talks as simply a debate primarily be-
tween the United States and the EC.176

The Negotiating up on Agriculture spent the
first half of 1990 in intense discussions over the techni-
cal features of the eight comprehensive sals sub-
mitted to the group by the end of 1989.177 The United
States and the Caims Group sought reform through
specific reduction commitments in each of the three
main areas under discussion: (1) domestic support pro-
ms.ha) import access barriers, and (3) export subsi-

. In contrast, the EC, Japan, and other countries,179
sought to focus reduction commitments on domestic
support programs through the use of a common mea-
surement (an “aggregate measure of support” or
AMS)!80 that would not specify policy-specific com-
10 hid. -
1 GATT, “Ministerial Declaration on the Uruguay Round,”
Mm"”"ﬁcs.’ms.q’iaﬁ' Toade Pt Agenda and 1990 Annual Re
z the President of the Uniud?lam on the Trade Agmmm

, 1991, p. 37. '
mlbgd..p.% . .
. M.MunbenoftthmmeupmAmm.a,Anmf
, Indonesia,

Malgm‘,NewZedmd.!hel’hihppmu’ ines, Thailand, and U 2
IR International Trade Reporter, “Caims group rejects g’:
farm says it is ‘unacceptable for negotiations,”™ vol. 7,
no. 45, Nov. 14, 1990, p. 1727.

15 US. Delegation , Yeutter, Mosbacher, DeArment),
‘Z&A’l;l‘ %l;xoneng U.S. Briefing Transcript,” No. 5, Brussels,

1% The Pml:idauofthe United States, Report to the Congress
onslgc Extension of Fast Track Procedures, Mar. 1, 1991, Annex
P Ibid., Annex pp. 35-37. For a discussion of agriculture
g_!woalsmdmhmuimsill 1989, see USITC, Operation of the

rade Agreements Program, 415t Report, 1989, USITC publication
2317 ber 1990‘..5. 25-27.
1% USTR, 1991 Trade Policy Agenda and 1990 Annual Report
the President of the United States on the Trade Agreements
rogram, 1991, p. 36.
Thid.

190 The President of the United States, Report 1o the Congress

on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
p.%MMk‘dedpedtomummmapimhme, .

mitments.!8! This would leave these countries with
greater flexibility to reduce overall support as they
chose, rather than be required to reduce support under
specific policies such as export subsidies or import
quotas. The group also debated what internal support

- policies might be permitted. 182

The group chairman tabled a mid-year compromise
text covering the three main issues—internal support,
import access, and export competition—where funda-
mental disagreement was still evident.!83 The
proposed reduction commitments in each of these three
areas, employing the “tariffication” concept!34 origi-
nally advanced by the United States, and addressed the
need for agreement on sani and phytosanitary
(S&P) measures in agriculture.!3% A separate working
group on S&P measures had been established in the fall
of 1988 to develop strengthened GATT rules for these
measures. %6 (See following section on Working Group
on Sanitary and Ph itary Regulations and Barri-

-ers.) Although the EC would not accept the chairman’s

text as the basis for negotiation, participants in the
group ggd agree it would serve to intensify negoti-
ations.

Discussions in fall 1990 focused on improved rules
and disciplines for agriculture.!8% The issue of safe-
guard measures for agriculture arose in discussing mar-
ket access, with exporting countries generally prefer-
ring safeguards triggered by changes in import volume
but importing countries preferring ones based on im-
port price changes.189

In October 1990, the United States tabled its com-
prehensive proposal for agriculture, calling for specngg:

~ reductions over 10 years in each of the three areas.!
- Internal support measures would be reduced 75 percent

for commodity-specific policies and 30 percent for oth-
er trade-distorting measures. Export subsidies for pro-
cessed agricultural products would be cut 90 percent
over 10 years, and eliminated after 6 years. Market ac-
cess would be liberalized by converting quantitative
import restrictions to tariffs and then lowering these

ml of Commerce, Uruguay Round Update,
S Round of Multilateral Trade

, p. 4.
12 GATq'. “News of the Uruguay
Negotiations,” press release No. 38, July 16, 1990, p. 11. For

ovemment aid for research, i and control,
mﬁs&wlﬂn{‘ , and domestic food aid mdpest be agreed possibly as
18 Thid,, p. 10.

1% Tariffication is the conversion of all nontariff quantitative
restrictions into tariff barriers to make clearer the total costs
facing importers and exporters and to remove the sbsolute volume
constraint associated with quotas.

185 The President of the United States, Report o the Congress
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| N’m, press release No. 41, Oct. 9, 1990, p

23.
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tariffs by 75 pen:ent, not to. exceed a cethng of 50 per-

cent ad valorem.!9! This offer is not comparable to the

" previous EC offers that would reduce support for these

categories a nominal 30 percent over 10 years from a
1986 base and make no specific comniitinent to reduce
export subsidies or market access barriers.! 192

At the Brussels conference, a compromise pro

developed to bridge the gap between the U.S. and EC .

positions appeared to most participants to be a starting
_ point for negotiations.!9> It provided in essence for a
_ 30 percent reduction meachofthethreeareasovets
~ years based on 1990.194 However, the EC, joined by
Japan and Korea, rejected this compromise text as a
basis for negotiation.!9 The agriculture talks broke
down completely once this position was affirmed. The
Cairns Group as well as others walked out of the agri-

culture negotiations,!% and discussions in all other ne- -

gonannggmupsmthekoundgroundtoahah.”

Working Group on Sanitary and Phywsanm:y
Regulations and Barriers

- Regulations to protect human, animal, or plant life
or health—known as sanitary and phytosanitary regula-
tions—can significantly . restrict world agricultural
trade if applied in an arbitrary or discriminatory man-
ner. To minimize these adverse effects, the Working

Group on Sanitary and Phytosanitary. (S&P) Regula-
tions and Barriers was formed to develop. an-S&P
agreement that would set out a basis for international
- agricultural standards. The group met in May 1990 to
examine proposals concérning the objectives of an
S&P agreement, possible disciplines, and harmoniza-
tion of national S&P measures with those developed by
relevant international organizations, as well as to dis-
. cuss concepts underlymg agreement on agnculmml
health regulation.!98

- 191 USTR, 1991 Trade rozu-yAgmmzm Annual Report
oflhel’n.;ng’eoluofllle naedSlausonthedeeAgmum

lntemumalTrade Repona Community
proposal on agriculture raguay Round trade
negotiations in Geneva, vol7no.45 Nov. 14, 1990,
PP 1747-1761
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ouheEnmm ameTmclzProccdam March 1, 1991,
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agricultre neg chairman Mats Hellstrom,” vol. 7,
no.49 Dec.12.1990€°;?05
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19 | ouis J. Murphy, “BrusselstmemlIneondunve GATT
Talks Suspended 1o Allow Countries to Reflect on Positions,”
BncmAmnca.vol 112, no. 1, Jan. 14, 1991, p. 14.

'lherndemof!heUnnedSmes chontotth
ontheEnmwnofFa:tTmckPmM Mar. 1, 1991, Annex
EC40 See also International Trade Reporter, US others blame

forfailmemBnmelsto onnewmleuogovemwodd

* " vol. 7, no. 49, Dee.l2 1990, Rp 1876-1878. .

1% GATT, “NewsoftheUmgmy ound of. Multilateral Trade
Negotiations,” press release No. 36, June 1, 1990, p. 7. The "
ccneepuduwssedmdudewcepnblelevelofmk.mpluof
equivalency, national treatment and nondiscrimination, transparen-
cy, and disease-free versus infected areas.
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Theseproposa]shelpedmegrouptodrawupa

- 14-pomt draft S&P agreement, which also covered in-
" spection procedures, ‘mutual recognition of test and in-

spection results, and processing and production meth-
ods (PPMs).!199 Technical assistance, special and dif-
ferential treatment, consultations and dispute settle-
ment, and the possible ﬁnal form of the agreement

. were addressed in the draft.200

" 'The draft agreement aims to distinguish S&P mea-
sures’ that protect public health and safety from those

* acting as hidden trade barriers.20! The draft text would
- have participants agree that scientific principles and ev-

idence would be the basis for health-related agricultural
regulations.202 It would urge regulatory agencies to use
international standards, while permxmng stricter na-
tional standards if needed.2®® The draft agreement
would also contain provisions to encourage recognition
of national measures that are equivalent, of disease-free
and pest-free zones, and would make use of GATT dis-
pute seu.lement procednres agreed in the Uruguay

" Round.2%

Issues not yet agreed to mclude whether other con-

- siderations should affect S&P regulations and approv-

als (exemplified by the EC “fourth criterion™205 of so-
cial welfam needs) and whether the right to national

-appro gtocedmes for settmg tolerances should be in-
clu&d.

GATT Articles

In 1990 the Negouatmg Group on GATI‘ Arucles
dlsmssed”" article I (Schedules of Concessions),
article XII (Restrictions to Safeguard ‘the Balance_of
Payments), article XVII (State Trading Enterprises), ar-
ticle: XVIII (Governmental Assistance to Economic

* Development), article XXIV (Territorial Application-

Frontier Traffic-Customs Unions and Free-Trade
Areas), article XXV (Joint Action by the Contracting
Parties), article XXVIII (Modification of Schedules),

article XXXV (Non-Apphcauon of the Agree-

‘”Mmydmuelmmdsobangaddmwdmm%
ations on the Standards Code in the Negotiating Group on
Agreements and Arrangements. However, issues on agricultural
are being discussed in the agriculture group.
2"’GA’I'I‘“Newscftlle ruguay Round of ulnlateanude

Neggmwu No. 36, June 1, 1990, p. 7

The President’of the United Smes Repon 10 the Congress
on 4‘2.‘! Extension of Fast Track Procedure: Mar. 1, 1991, Annex
P .

205 U.S. and EC regulatory agencies base their product
and mandatory standards requirements onpte.\?dumans of.
evndeneedemonnmmgﬂntlueecmmaofufety.efﬁwy and
In addition, some within the EC Commssion and the -
Puhmthmpmpoeeda"fwnhanemn of social

~and economic factors or “socio economic needs.” United States

Government Task Force on the EC Intemal *“Harmoniza-
tion ‘of Health and Safety Measures,” EC 1992: An Assessment of
BeomuucPohcykmsRanedbytheEn«gngmnmmmys
Sm%Mzrkethgmn.Mayl”O pp. 21-
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ement between particular Contracting Parties), and the

Provisional Protocol of Application (PPA).2%®

The group announced draft decisions and provi-
sional agreements on a number of GATT articles: ar-
ticles II1:1(b), XVII, XXV:5 and the PPA, XXVIII, and
XXXV. However, reform of the balance-of-payments
provisions under GATT articles XII and X VIII, sought
by the United States and other industrial countries, has
been checked by strong resistance from developing

countries who make use of these provisions and re-

mains at an impasse.210

Article II (Schedules of Concessions)

In June 1990, negotiators announced agreement on
improvements in article II concerning national tariff
schedule concessions.2!! This provisional agreement,

pending the Uruguay Round’s conclusion, requires all -

“‘other duties or charges™ facing traders to be recorded
in schedules of GATT concessions and bound at the

level prevailing at the date of agreement of the Uru- -

ﬁua{b glound Tariff Protocol, in accordance with article
:1(b). ,

Article XII (Restrictions to Sqfeguard the Balance
of Payments) and Article XVIII (Governmental
Assistance to Economic Development)

In an effort to help reform GATT balance-of-pay-
ments (BOP) provisions, the EC proposed in 1990 ad-
ditional criteria for resort to GATT articles XII and
XVIII:B.212 The EC suggested that import restrictions
taken to improve the balance of payments should be
based on standardized prices rather than on quantitative
restrictions. Price-based restrictions are generally con-
sidered less trade-distorting than the quantitative re-
strictions often used by developing countries under
GATT BOP provisions. Price measures such as import
surcharges, for example favor domestic producers who
base import substitution on price competition while
quantitative restrictions that simply limit import vol-
ume extend blanket protection to inefficient and effi-
cient producers alike. The EC also proposed that the
GATT Committee on Balance-of-Payments Restric-

”'lthwvi:iomleoeoloprplum' ion perains 1o
fmdhgmunbasoflbeGAwahoaguudinl%?mapplydw
General A isi so that it could be brought into

i ite domestic legislation in these countries
that conflicted with some of the agreement’s isions. GATT,
ruguay Round of Multilateral Eﬁuﬂe Negotiations,”
Press Release No. 43, Nov. 2, 1990, p. 3. The name “
dauae”isofwnapfﬁdtodmehwsdm the GATT,

rom

which are ex conflict with isions of the
Protocol ication were Australia, ium, Canada, France,
Luxembourg, the Netherlands, the United Kingdom, and the

United States. Countries acceding to the GATT since 1947 have
adopted similar accession protocols to “grandfather” their
domestic legislation. For a further discussion of the PPA, see
Kenneth W. Dam, The GATT: Law and International Ecomomic
) alliz;:i:n, University of Chicago, Chicago, IL, 1970,

p- 341-344. '

210 The President of the United States, Report to the Congress
on l‘:‘ Extension of Fast Track Procedures, Mar. 1, 1991, Annex

p. 14.
21 GATT, “News of the Uruguay Round of Multilateral Trade
Nesloﬁaﬁom." press release No. 37, June 19, 1990.
2 Ibid., press release No. 35, Apr. 11, 1990, p. 9.

tions actively promote trade liberalization plans. The

-EC plan would also promote domestic industry in de-
‘veloping countries by relaxing certain penalties pres-

ently under article XVIII:C.
Many developing countries took the position, how-

 ever, that there was no evident abuse of article XVIII to
~warrant stronger disciplines.2!13

As a consequence, no
substantive negotiations have occurred on BOP re-
form,214 with some developing countries, such as Bra-
zil and India, refusing to negotiate entirely on this is-
sue.215 There was no text on BOP reform for negoti-
ation at the Brussels mg:tirtnlg‘, although some countrifes
reportedly may reconsider their opposition as part of a
final Uruguay Round package.zl‘?po

Article XVII (State Trading Enterprises)

In August 1990, negotiators announced provisional
agreement on stronger GATT disciplines and surveil-
lance of state trading enterprises (STES) to counter
their possible adverse effects on trade.2!” Under the
agreement,2'® a standing GATT working party would
be established to which contracting parties will notify
their STE activity.2!? The working party will review
these notifications, as well as counter-notifications by
other members, to ensure that government measures af-
fecting imports or exports of private traders are carried
out in a nondiscriminatory manner.

Article XXIV (Territorial Application-Frontier
Traffic-Customs Unions and Free-Trade Areas)
Discussions on article XXIV, which govem the for-
mation of customs unions and free-trade areas, focused
initially on proposed Japanese changes to the article.220
Japan sought to ensure that these preferential trading
arrangements, having actually liberalized trade, would

- create a mechanism to assess adverse trade effects to

nonmembers.

. By the time of the Brussels conference, the group
had negotiated a draft decision that interprets article
XXIV provisions, although not all participants have
fully agreed.22! These preferential trading arrange-
ments must eliminate duties and restrictions between

members on “substantially all trade” under
23 Niid . pp. 8-10. _
24 USTR, 1991 Trade Policy Agenda and 1990 Annual Report

of the Presidens of the United States on the Trade Agreements

Pmimm. 1991, p. 38.
3 The Ple;iSenl of the United States, Report 1o the Congress
on the ?:mmu of Fast Track Procedures, Mar. 1, 1991, Annex
. 14-1S, :
P Sie Ibid., Annex p. 1S.
217 GATT, “News of the Uruguay Round of Multilateral Trade
Negaoﬁn.iom.” press release No. 40, Aug. 1, 1990.
$ International Trade Reporter, “Uruguay Round negotiators
on GATT articles reach agreement on state trading entities,”
val. 7, no. 33, Aug. 15, 1990, p. 1274.
219 The ‘agreement defines i i
mental and nongovemmental enterprises, including marketing
bmds.whichhvebemmladexclmiveonpecmd;lusor
privileges, including statutory or constitutional , in the
exercise of which they influence through their purchases or sales
the level or direction of import or exports.™
2 GATT, “News of the Uruguay Round of Multilateral Trade
Ne‘&dniom." press release No. 36, June 1, 1990, p. S.
The President of the United States, Report 1o the Congress
on l;l; lE:mm of Fast Track Procedures, Mar. 1, 1991, Annex
w. -10.

15




article XXIV, which the draft decision would require be
completed within 10 years except for unusual circum-
stances. The decision also clarifies the procedure ac-
cording to which members forming a customs union
may raise bound tariff rates. The decision would also

permit parties outside these arrangements to examine -

these groupings in greater detail.
Article XXV:5 (Joint Action by the Contracting.
Parties) and the Provisional Protocol of Application

Article XXV provides for GATT contracting par-
ties to waive an obligation under the General Agree-
ment of a particular member in exceptional circum-
stances. The Provisional Protocol of Application (PPA)
allows certain founding members of the GAIT to
maintain national legislation inconsistent with parts of
the General Agreement, thus operating in a manner
similar to a waiver.22 Countries acceding to the GATT
since the 1947 PPA have adopted similar so-called
“grandfather clauses” in their accession protocols for
legislation that predates their joining the General
Agreement. o

While participants in the negotiating gener.

ally agreed on the need for stronger GATT disciplines

for new waivers, there was no agreement on action to
end existing, open-ended waivers. There was a strong
support, however, for ending “grandfather clauses” un-

derthePPAandomeraccessionpro,toools.’I‘lgegroup

also discussed the elimination of other derogations and

exceptions under accession protocols.223 B}
In November 1990, the announced a draft

decision on article XXV:5, andg 'onl the Provisional Pro-

tocol of Application.224 The decision on waivers would
have GATT members set out the exceptional circum-
stances that warrant a waiver, along with its terms, con-
ditions, and expiration date. An annual review would

take place for waivers longer than a year, at which time

GATT members would decide to extend, modify, or
end the waiver. The draft decision on the Ptovnsnoml

Protocol of Application states that this derogation from -
the General Agreement would expire at an agreed date. -
Several participants have clearly stated that the draft -

decisions on article XXV:5 and the PPA are contingent
on results achigved in the other Uruguay Round nego-
tiating groups.225 For example, final U.S. ’

of this decision will be conditioned directly on the re- .

sults of the agriculture negotiations, since the draft de-

cision would eliminz%e the U.S. waiver for agricultural

import restrictions.
Article XXVIII (Modification of Schedules).

GATT members seeking to change their tariff'

schedules from previously agreed rates must enter into
article XXVIII negotiations with principal supplier

22 GATT, “News of the Uruguay Round of Multilateral Trade

Negotiations,” press release No. 43, Nov. 2, 1990, p. 3. The PPA
 like a waiver, allowing national legislation among PPA -
signatories to continue in conflict with the: Agreement.

2B GATT, “News of the Uruguay Round of Multilateral Trade
Neg‘ﬁaﬁons.” press release No. 36, June 1, 1990, p. 5.
Ibid., press release No. 43, Nov. 2, 1990. -
25 1bid , press release No. 41, , -
225 The President of the United States, Report .
onltgc Extension of Fast Track Proc. , Mar. 1, 1991,
p. 16.
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countries to determine appropriate compensation.22’
Negotiators in 1990 reached a draft agreement that
would expand the GATT-designated right to negotiate
this compensation to include, in addition to the country
with the “principal supplying interest,” countries for
which the product is most important in terms of the
ratio of exports affected to its total exports.228 The
“principal supplying right” to negotiate compensation
for tariff changes is currently made on the basis of
trade shares in the importing country’s market.

Group discussions leading up to this decision ex-
amined a Swiss proposal that would give greater con-
sideration to developing countries that are dependent
on one or only a few exports when article XXVIII ne-
gotiations arise.?2? In November 1990, negotiators an-
nounced a draft agreement along these lines, giving
countries whose exports are significantly affected by
article XXVIII tariff changes the right to renegotiate
concessions along with the principal supplier originally
determined by the GATT Contracting Parties. The im-
pact of a changed tariff concession will be measured by
the ratio of a country’s exports affected to its total ex-
ports. The agreement suggests using trade projections
to help determine principal supplier rights for new
products when data are insufficient. 230 The draft agree-
ment also indicates how to calculate compensation in
cases where tariff concessions are replaced by tariff-
rate quotas.23!

Article XXXV (Non-Application of the Agreement
Between Particular Contracting Parties)

During 1990, the United States presented a propos-
al designed to quicken the process of accession to the
General Agreement, a move brought on by the bur-
geoning number of countries applying for GATT mem-
bership in recent years.

Accession to the GATT involves both multilateral
negotiation of a protocol of accession in a GATT work-
ing party, and bilateral negotiations over tariffs. GATT
members negotiate individual sets of bilateral tariff
concessions with the applicant, and these schedules are
consolidated in turn into a single GATT schedule ap-
pended to the draft accession protocol for consideration
by the GATT Council.

Should any individual GATT member be dissatis-
fied with these initial tariff negotiations, it may retard

" continuation of the applicant’s accession. The U.S. pro-

posal would allow accession and bilateral tariff negoti-
ation to continue simultaneously by invoking article
XXXV, which allows a GATT member to withhold
benefits under the GATT from the applicant until satis-
factory tariff negotiations are completed. In November
1990, this proposal was accepted as a draft agreement
by the negotiating group pending the outcome of the

227 Thid. : :
Neg&nmomm oo oo s N N 2, F000p g Trade
iations,” 0. 43, Nov. ,p- 1.
o m, ptg?:ebse‘No. 35, Apr. 11, 1990, pp. 8-9.
B Depay of Commerce, Uruguay Round Update,
o gyt .t




Uruguay Round, 32 although some countries have
asked for additional time to review its effect.233

Safeguards

The debate in the Negotiating Group on Safeguards
in 1990 centered on two issues: whether or not to per-
mit signatories to apply safeguard measures selective-
ly; and whether the ment should cover so-called
“grey-area” measures.34 Safeguard measures under
GATT article XIX (Emergency Action on Imports of
Particular Products) allow GATT members to suspend
or withdraw concessions on imports when increased
imports cause or threaten serious injury to domestic
producers.235

Also known as the “escape clause,” article XIX al-
lows a country to protect its domestic industry from
injurious increases in imports provided that the safe-
guards taken are applied in a nondiscriminatory manner
and that any affected countr;xmay ask for compensa-
tion or retaliate in response.>* So-called “grey-area”
measures that restrict trade selectively, such as volun-
tary restraint agreements (VRAS), have increased as a
result because they are not subject to GATT oversight
or rules.237

Although the issue of selective safeguards has been

debated throughout the Round, the EC proposal in Jan-
uary 1990 was the first tabled for a GATT-sanctioned
selective safeguard. 238 Few supported the EC proposal;
many countries argued that it would favor larger traders
and leave smaller industrial or developing countries at
a disadvantage because they would be unable to with-
draw any concessions significant enough to act as com-
pensation. The provision in the EC proposal that al-
lowed for exporters subjected to selective safeguards to
request inclusion of other unaffected exporters met
with particular criticism.239

The TNC chairman pointed out at the July 1990
TNC review that selective safeguards was a prime
point of contention.240 He suggested that proponents
of selective safeguards should bear the burden of proof
that it would strengthen the multilateral trading system.
The chairman also pointed out the prevalence of safe-
guards in the form of “grey-area” measures and

B2 GATT, “News of the Uruguay Round of Multilateral Trade
Negg;iuiom," press release No. 43, Nov. 2, 1990, p. 3.

The President of the United States, Report 1o the Congress
on t;n Extension of Fast Track Procedures, Mar. 1, 1991, Annex
p- 17.

24 For example, see GATT, “News of the Uruguay Round of
Multilateral Trade Negotiations,” press release No. 39, July 30,

l”gsp. s.

GATT, Basic Instruments and Selected Documents, vol. IV,
Geneva, 1969, pp. 1-78.

26 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
rogram, 1991, p. 38.

The President of the United States, Report to the Congress

on l!_l;: Exension of Fast Track Procedures, Mar. 1, 1991, Annex

p- 17.
B8 GATT, “News of the Uruguay Round of Multilateral Trade
Neg;iations," press release No. 34, Feb. 23, 1990, pp. 2-3.
Ibid., pp. 3-4.
20 bid., press release No. 39, July 30, 1990, pp. 5-6.

called for consideration of using the GATT dispute
settlement mechanism when a member felt disadvan-
taged to establish whether such measures conform to
the GATT.

Negotiations progressed during 1990 on the basis
of a compromise text put forward by the chairman.2!4
It proposed that all safeguard actions take place on a
nondiscriminatory, MFN-basis, but without requiring
compensation or permitting retaliation against these
safeguards during a short timespan.242 Agreement on
most technical issues had been reached prior to the
Brussels ministerial, The draft agreement negotiated by
that time included criteria for determining serious inju-
ry or threat of injury as well as criteria for linking seri-
ous injury with increased imports.2#3 The text details
notification procedures for initiation of safeguard in-
vestigations, for injury findings, and for safeguard ac-
tion taken, with a public investigation and report re-
quired. Interested GATT members have the right to
consultations and to receive detailed information on the
measure being considered. A safeguards committee
will be created to oversee such measures.

During the Brussels meeting, negotiators debated
incentives to induce governments to use GATT safe-
guard measures rather than circumvent them through
use of VRAs.2# Most of the group supported a 3-year
maximum duration for suspending compensation and
retaliation if governments use article XIX safeguards
based on MFN treatment.2*5 The EC offered to aban-
don its proposals for selectivity in return for certain
concessions by other participants that would permit
“quota modulation.” Quota modulation would require
applying quantitative restrictions based on MFN treat-
ment, but allow an importing government to restrict
certain liers more than others when allocating quo-
ta shares.“*> However, the majority of participants con-
tinued to insist that any safeguard action be nonselec-
tive.47 As a result, the group remained deadlocked at
Brussels over the issue of applying safeguard actions
selectively.248 On technical issues, the text agreed at
Brussels includes stronger GATT prohibitions against
“grey-area” measures, and creates a schedule for phas-
ing out current grey-area measures.249 However, nego-
tiations will continue on the duration of the phaseout
period. >0

21 Department of Commerce, Uruguay Round Update,

Sep. 1990, p. 8.
%2 USI'E, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
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MTN Agreements and Arrangements

The Negotiating Group on MTN Agreements and
Arrangements has aimed to improve, clarify, or expand
a number of the Codes of conduct negotiated during the
Tokyo Round MTN.25! The group has been holding
discussions on five separate Codes: Antidumping,
Customs Valuation, Import Licensing, Standards, and
Government Procurement.

In October 1990, the negotiating group announced
provisional agreements on three of these Codes—Cus-
toms Valuation, Import Licensing, and Stan-

iizards‘-i—ggnding the conclusion of the Uruguay
ound.

However, 1990 negotiations on the other two
Codes fared less well, with state, municipal, and pri-
vate procurement becoming an issue once again in the
Government Procurement Code,253 while negotiations
remained deadlocked between industrial and develop-
ing countries over a number of issues including the is-
sue of circumvention of antidumping duties.

Antidumping Code

The negotiating group has been attempting to re-
vise the rules covering unfairly lradedzéoods under the
Tokyo Round Antidumping Code.>>* Negotiations
have been split between countries that want to retain
the existing Code but strengthen it with provisions cov-
ering circumvention, and countries that seek to con-
strain the use of antidumping measures bxsmajm' coun-
tries and reform antidumping procedures.#55 This sharp
division has prevented participants from developing a
single text as a basis for negotiations, either for the
TNC review in July 1990256 or in time for the Brussels
conference in December 1990.257 -

The United States, with support from Australia, the
EC, and New Zealand, has pressed for strengthening
the current Anti-Dumping Code with provisions cover-
ing circumvention and repeat dumping, as well as pro-
visions to improve antidumping procedures.25® Other
countries, such as Hong Kong, Japan, Korea, the Nor-
dic countries, and Singapore, have sought to make

2! GATT, “Ministerial Declaration on the Uruguay Round,”
MINDEC, Sep. 20, 1986, p. 7.

252 GATT, “News of the Uruguay Round of Multilateral Trade
Negginiom,” press release No. 42, Oct. 24, 1990.

International Trade Reporter, “U.S. officials deny EC
allegations that U.S. is blocking ent talks,” vol. 7,
no. 50, Dec. 19, 1990, pp. 1921-1922.

2% USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
Pro&ram. 1991, p. 39.

The President of the United States, Report to the Congress
on 2:{:: Extension of Fast Track Procedures, Mar. 1, 1991, Annex
p- 2L

26 Department of Commerce, Uruguay Round Update,

Sep. 1990, pp. 6-7.

7 USTE 1991 Trade Policy Agenda and 1990 Arnual Report
of the President of the United States on the Trade Agreemenis
Pm&am, 1991, p. 39.

The President of the United States, Report 1o the Congress
on ZI{B Extension of Fast Track Procedures, Mar. 1, 1991, Annex
p. 21.
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changes in the Code that would curtail the use of anti-
dumping remedies by the countries with strong anti-
dumping legislation, such as Australia, Canada, the EC,
and the United States, and reform the antidumping pro-
cess generally.25

Discussion in early 1990 focused on technical is-
sues, such as application of provisional or preliminary
antidumping (AD) measures, definitive or final anti-
dumping duties, repeat durnping, improved transparen-
cy, and circumvention of AD measures.250 The group
also covered procedures for AD determinations, judi-
cial review of AD cases, dispute settlement, and treat-
ment of least developed countries.25!

However, participants in the group remained so di-
vided on these issues that the chairman’s text for-
warded to the July TNC review contained, rather than a
single negotiating text, a synopsis of all proposals sub-
mitted by group members with a note that the chairman
would%isssue a revision“® of the chair text in August
1990.

The chairman’s text contains provisions that com-
pletely redraft the Antidumping Code.254 It contains
methodological changes on how industry standing is
determined; use of product life- or business-cycle pric-
ing to calculate dumping margins; how injury to the
domestic industry is determined; how dumping margins
are to be calculated; and automatic expiration of out-
standing AD orders, as well as addressing repeat dump-
ing and circumvention,255 266

At the Brussels conference, the remained
deadlocked with no agreed text for further negoti-
ations.267 The United States stated clearly that, while
it seeks to clarify and strengthen the Code’s rules and
procedures, it would not agree to amendments that ef-
fectively undermine the present Code’s fundamental
antidumping remedy.26% T

Customs Valuation Code

Talks during 1990 on customs valuation focused on
the issue of under- and over-valuation.2®® During the

29 Thid. '

N 20 GATT, “News ':]fc::ee Il“ngsusay Rom;ld <;f990 Multilateral Trade
W'. ," press o. 35, Apr. 11, , p. 6.
Ibid., pp. 6-7. i +P )
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267 1 ouis J. Murphy, “Brussels Ministerial Inconclusive: GATT
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year, several developing countries?’? presented propos-
als that aimed to shift the burden of proof from export-
ing to importing countries in cases where the declared
value of goods entering customs was suspected of be-
ing under- or over-valued.?’1

In October 1990, the negotiating group announced
that additional texts had been agreed to help apply the
Tokyo Round Agreement on Customs Valuation, or
Customs Valuation Code.2’2 One text allows customs
officials to ask importers for additional evidence to es-
tablish proof of declared import values in cases where
fraudulent or incorrect values are suspected. Another
allows developing countries to keep valuations fixed
officially (which would otherwise contravene the
Code) during a transition period. The text also calls for
the Customs Cooperation Council to help developing
countries establish inggn valuation in cases of sole
agents or distributors.

Import Licensing Code

The negotiating group continued informal discus-
sions?’* on the Import Licensing Code during 1990
aimed at improving market access for both industrial
and developing countries. The group announced agree-
ment on a revision of the Code in October 1990, pend-
ing conclusion of the Uruguay Round.2’5

The revision requires signatoriqs to publish all nec-

essary information on import licensing requirements, as

well as notify the Committee on Import Licensing of
any changes to licensing procedures. It also sets limits
on the time needed to process licensing applications
and the number of licensing authorities needed to ob-
tain a license, ensures that automatic licenses will be
granted within 10 days, and ensures that nonautomatic
icensing procedures are not extended to other products
arbitrarily.276 The Committee on Import Licensing will
:lsoh%eagreanerroleinreviewing licensing proce-
ures.

Standards Code

In the first half of 1990, the negotiating group dis-
cussed numerous proposals put forth to help revise the
Agreement on Technical Barriers to Trade, commonly
known as the Standards Code.278 Canada proposed the
clarification of the term “unnecessary obstacle to trade”
by using specific language as to when technical mea-
sures were necessary to safeguard the environment,

African
mGA’l'l‘.“Newsofﬂ:eUmg\;yRumdoanlﬁIMTnde
otiations,” Press Release No. 36, June 1, 1990, pp. 4-5.

N
?nzgcdl:.plu; release No. 42, Oct. 24, 1990.
. P 4
24 Thid., press release No. 38, July 16, 1990, p. S.
25 Thid , press release No. 42, Oct. 24, 1990, p. 3.
26 The President of the United States, Report to

public health and safety, or consumer interests. Other
group discussions covered conformity assessment pro-
cedures, processes and production methods (PPMs),279
dispute settlement, transparency in standards develop-
ment, and a Code of good practice for standardization
bodies. 280 281

By the July 1990 TNC review, the group had devel-
oped a negotiating text covering (1) expanded disci-
plines on conformity assessment procedures,282 (2)
processes and production methods (PPMs), and (3) im-
proved transparency.283

In October 1990, the group announced a compre-
hensive revision?84 of the Code?85 pending the out-
come of the Uruguay Round. Disciplines on conformi-
ty assessment procedures have been extended from
testing and certification to all other procedures that
judge conformance to a standard or regulation, such as
inspection or laboratory accreditation.Z® Processes and
production methods are covered more fully by amend-
ing the definitions of standards and technical regula-
tions to include them. Transparency in developing stan-
dards is covered by a Code of good practice that calls
for notification of standards under development by
non-central government bodies and an opportunity for
outside comment. The group agreed that bilateral and

- multilateral agreements on standards must also be noti-

fied.287

Disagreement remains, however, on a number of
elements, some of which will depend on resolution of
differences in other negotiating groups.288 Disciplines
on agricultural standards, being developed in the Nego-
tiating Group on Agriculture, will need to await the
outcome in that group. Similarly, revisions to the
Code’s dispute settlement provisions will depend on
conclusions reached in the Negotiating Group on Dis-
pute Settlement.28 In addition, the United States is
concerned that the Code of good practice under discus-
sion will impose an undue burden on private stand-

2" Regulations covering processes and production methods
PMs; ify the wa; ct is made, not just its final
(PPMs) specify y a product is i

20 GATT, “News of the Uruguay Round of Multilateral Trade
istions,” press release No. 36, June 1, 1990, p. 4.
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ards bodies.2% The Brussels conference also failed to

resolve disagreement over the level of obligation for”
state and local governments developing and applying
standards, technical xcgulauons, and conformity asses- -

sment proccdmes 21

Govemment Procurement Code

Negotiations .on government procurement . have
been conducted separately in the Committee on Gov-
emment Procurement, where talks to expand and im-

prove the Code had begun before the Uruguay Round

Negotiating Group on MTN Agreements and Anange-

ments was created.?92 Discussions taking place in the -

Uruguay Round negotiating group have been limited
primarily to an EC proposal to help with the accesslon

of nonmembers, such as developing- countnes, al- -

though these talks have proved inconclusive.2%¥ The

EC plan aimed at establishing a mechanism that was

hoped would facilitate accessions to the Procmement
Code by clarifying its costs and benefits.2% Other sub-

jects discussed included a Korean proposal to permit

developing countries to enlarge procurement offers in

stages, and an Indian suggestion to allow new Code '

members to accede without the required conserisus.2%

Negotiations in the Commitiee on Government

Procurement havemproceeded in conjunction with the

Uruguay Round,2%7 with most Code members?® ex- .
2&to conclude discussions by the Round’s conclu- .

Participants have reached substantial agree-

ment on a number of areas, although several issues

where strong disagreement remain block a final agree-

ment.300 Sngnatonw have agreed to extend the Code to
cover central government procurement in additional
areas, to cover significant subcentral government pro-

curement, to extend the Code to services contracts in-

cluding construction, and to set up a local bid challenge -

system for each sslgmory and a better dmcxphnc on
“offset” practices.

20 USTR, 1991 Trade Policy Agadaandlmwkepon .
of the President of the United States on the Trade Agremm ’

Pmsmm, 1991, p. 40.
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49, Dec. 12, 1990, p. 1 and

The President of the United States, Report 10 the!
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300 Thid,

301 The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
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" However, negotiators reached an impasse3® large-
ly between the EC and the United States over the issue
of procurement by private firms as well as the contract
threshold over which the Code’s disciplines apply303
The EC has insisted that expansion of the Code’%* en-
compasses procurement disciplines on private firms in
the telecommunications and electric utility sectors.305
The United States has responded that private firms are
outside the s;:&pe of the Agreement on Government
Procurement.3% The United States also seeks to lower
the threshold amount for procurement contracts that are
considered under the Code from its present $172,000 to
$65,000.307 The EC however has offered to continue
with the current threshold for most contracts and to ex-
tend the Procurement Code only to telecommunications
contracts over roughly $600, 000 and to electric equip-
ment contracts over $450,000.308

At the Brussels conference, the Negotiating Group
on MTN Agreements and Arrangements agreed to clar-
ify, but not change, the present accessnon ures
for the Government Procurement Code.3% However,
more time and-technical discussion310 will be required
to resolve the differences between the U.S. and EC pro-
posals for expanding Code coverage to utility sec-

Subsidies And Comlteﬁailing Measures

'Ihequmonofhowtoexertgreatermlﬂnlamal
discipline over subsidies which have an impact on trade
and attempts to narrow the application of the code have
been the competing poles of discussion in the Uruguay
Round. The Negotiating Group on Subsidies and Coun-
tervmlmg Measures continued to debate proposals in
1990 'in the context of the “traffic light” approach

30_Continued
to offer concessions that are likely to provide additional
benefits to the domestic economy in the country that is ten
for procurement bids. Also, see ch. 2 of this OTAP for further
information on the Government Procurement Code.

302 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade ments
Program, 1991, p. 40. See also International Trade Reporter,
“U.S. officials deny EC that U.S. is blocking -
memnlks. vol. 7, no. 50, 19, 1990, pp. 1921-19

36 The President of the. UmtedSmu sport to the Congress
on217h¢ Extension of Fast Track Proceduru Mu.l 1991, Annex

P S International Trade Reporter, “European Community
wider access for foreign bxddcnmpubhcprocnmnem,
no. 32, Aug. 8, 1990, oP) 1227—lm
3"s’usm, 1991 Trade Policy Agenda and 1990 Annual Report
of the President qf the United States on the Trade Agreements

Pro&am. 1991, p.
Prendcm of the United States, Report to the Congress
on the Extension of Fast Track Procedms Mar. 1, 1991, Annex

pa.

3‘”llm‘.l.
308

309 Louis J. Murphy “Brussels Ministerial Inconclusive: GATT

' TalksSuspended!o Allow Countries to Reflect on Positions,”

Business America, vol. 112, no. 1, Jan. 14, 1991, p. 13.
310 The President of the United States, Repor? 10 the Congn:s
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex

. 21,
P S Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 13.




agreed to at the Mid-Term Review.312 This approach
divides subsidies into three categories: (1) prohibited
subsidies (red light); (2) permltted subsidies that may
be nonetheless countervailed if they are shown to dis-
tort trade (yellow light); and (3) permitted subsidies
that are not actionable under the GATT or national leg-
islation (green light).

Export subsidies are a prime example under the
prohibited category. The current Subsidies Code’s illus-
trative list of export subs:dxes has been incorporated
into the negotiating group’s text, with some modifica-
* tion, to continue to prohibit those export subsidies al-
rcw;gg considered detrimental to world trade under the

While the group generally agreed that export subsi-
dies fell into the “red light” or prohibited category,
there was widespread dispute during the year over the
possible scope of acceptable domestic subsidies. By
yearend, “green light” or permitted subsidies had been
narrowed down to four types of programs: regional
development, research and developmen stmctnral ad-
justment, and environmental protection.3!4 The United
States continued to object to the breadth of these cate-
gories.

A significant theme during the group negotiations
has been the juxtaposition of certain industrial coun-
tries, such as the United States and the EC, seeking
stronger rules on subsidies and on circumvention of
subsidy rules in contrast to other countries, such as Ja-
pan and Korea, that are seeking tighter rules on the use
of countervailing duties under current subsidy rules. Ja-
pan and Korea have also been eager to see the group
expand the list of “green light” or permitted subsidies.
In early 1990, the United States proposed that the
GATT Subsidies Code be updated to prevent circum-
vention of countervailing duties by (1) shipment of
parts and components to an importing country for as-
sembly; (2) assembly in a third country; and (3) techni-
cal product changes to circumvent a countervailing
duty order. Additional group discussion covered a U S
proposal to expand the list of prohibited subsidies,3!
Canadian proposal to limit coun 6gdmmto
only the so-called “net-subsidy” amount,3!6 a Japanese
proposal to include certain domestic subsidies on the
list of nonactionable subsidies,3!” and an EC pro-

312 For a discussion of the group’s deliberations following the
Mid-Term Review, see USITC, Operation of the Trade Agree-
ments Prog;;r;é 41st :l}o?o;t, 1989, USITC publication 2317,
September Pp-

313 The President of the United States, Report to the Congress
on the Extension of Fast Track Procedurzs Mar. 1, 1991, Amex
PP 3 e, Anncx p. 20.

ns GA'I'!' “News of the Uruguay Round of Multilateral Trade
Negotiations,” release No. 35, Apr. 11, 1990, p. 8. The U.S.
gl::’called for prohibiting subudustoapononemedﬁ:msorto

with more than a certain percentage of total production

3§°lhd.'lheCamdxmwmbndyeonceppmpowdhmg
countervailing duties on the difference between the subsidy
gnnwdtothennponbemgduucdandmymbudygnmdmlike
products made in the importing country.
317 Ibid. Japan proposed agnnt.lmgenenlly available
subsidies (i.c. open to all companies) and subsidies with
social or economic policy goals (such as structural adpsunmt

posal to require developing countries to show greater
discipline over the use of subsidies.318

A number of proposals, primarily by developing
countries, 3! focused on more restrictive rules for
countervallmg duty action (CVD). These proposals
called for greater consideration of the public interest in
injury determinations, limits on CVD duration through
an automatic “sunset” clause, and a requirement that
duties assessed be only what is needed to offset the
injury to domestic industry.320 Korea advanced a pro-
posal to limit the scope of actions subject to counter-
vailing duties.32!

The group chairman issued a draft agreement by
mid-year based on the three agreed categories and their
ability to distort trade. The prohibited subsidy category
included those already prohibited under the GATT Sub-
sidies Code, plus those that require a certain level of
export performance or that discriminate in favor of do-
mestic goods over imported ones. The actionable subsi-
dy category included government subsidies to particu-
lar firms, whether financial, income, or price support
subsidies. These would be subject to countervailing du-
ties should they injure a domestic industry producing
like goods, impair GATT benefits, or seriously preju-
dice the interest ofanother GATT signatory. The chair-
man’s text advanced quantitative criteria based on rate
of subsidization and export performance to help deter-
mine whether a measure results in “serious prejudice.”
The permitted subsidy category in the draft text in-
cluded those subsidies that are generally available,
those that do not benefit a specific enterprise, or those
that are specific to regional development programs.
These regional programs must be notified in advance to
the Subsidies Committee, be degressive in nature (i.e.
decrease over time), and be limited to a certain number
of years.322 The United States sugested the inclusio-
nof two subsidy-like pracuces industrial target-
ing324 and two-tiered pricing.32

317 _Continued
measures, research and development, and regional assistance)
should be exempt from antisubsidy action.

318 Thid. The EC argued that advanced developing countries
should subscribe fully to obligations under any revised GATT
SubmhzsCode.asshuﬂdotbetdevelopmgcolmnesforseaom

ey are competitive in world markets.
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structural adjustment aid, environmental pollution prevention, and
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At the July TNC review, the TNC chairman
pointed out that the draft agreement being worked out
would need stronger rules and disciplines on both sub-
sidies and on countervailing duties.325 By the fall, the
group had revised the draft agreement to include notifi-
cation and surveillance procedures for subsidies and a
proposal for a new Committee on Subsidies and Coun-
tervailing measures.327 Areas not yet included in the
agreement were special and differential treatment for
LDCs, dispute settlement procedures, and the form of a
final agreement.328

At Brussels, the United States continued to push
for the enlargement of the prohibited subsidy category
and of the actionable subsidy category.32 Other par-
ticipants stressed the need for the expansion of the per-
mitted subsidy category to certain kinds of assis-
tance.330 By the final session, negotiators remained
split over fundamental issues on how to improve subsi-
dy disciplines and dispute settlement procedures, par-
ticularly for domestic subsidies; on whether domestic
subsidies in specific cases should be permitted; and on
how 3‘3% apply these disciplines to developing coun-
tries.

Dispute Settlement

The Negotiating Group on Dispute Settlement
reached agreement on interim changes to the GATT
dispute settlement process at the Mid-Term Review.332
These changes, to be reviewed upon conclusion of the

Round, have speeded up dispute procedures so that the
time from initial consultations over a panel request un-
til consideration of the panel report by the GATT
Council is a maximum of 15 months.333

Since these changes were agreed, the group has fo-
cused on the delays in the dispute settlement process
that result from the ability of a GATT member under
the current rules to block the requisite consensus need-
ed to advance from one stage in the process to the

35 bid., p. 7. Two-tiered pricing is a term applied when
domestic plogueen and ptomps?:cm buy mwproduas and
inputs at below world market prices.

3% Thid., press release No. 39, July 30, 1990, p. 6.

n lbid.._ﬁ:n release No. 41, Oct. 9, 1990, p. 10.

32 Thid. The ne%::;ating text dis;med :tmanusels did contain
several appendices touched on dispute settlement procedures
in relation to commitments to be undentsken by i
countries. See The President of the United States, Report 1o
Congress on the Extension of Fast Track Procedures, Mar.
1,1991, Annex pp. 20-21; and GATT, “Draft Final Act Embody-
ingtheRemluoflhemlg&myRmddMulﬁkleannde
Negotiations,” MTN. 'I135/Rev.1, December 3, 1990,
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next.334 Presently, a single member may block the con-
sensus needed to request a panel, to adopt a panel’s
findings, and to authorize retaliation for not complying
with a panel report or its recommendations.33° For all
practical purposes, this procedure allows the party
ruled against to prevent adoption of the report and rec-
ommendations against it. This shortcoming has resulted
in parties to disputes taking unilateral retaliation when
multilateral recourse is frustrated.

In 1990, the United States and the EC both pursued
aspects of the dispute settlement process that dealt with
creating a standing list of trade experts from whom
panels could be formed, expediting the review process
for panel reports, speedier adoption of final panel re-
ports, and compensation or retaliation when panel re-
ports were not adopted or implemented in a timely
fashion.336 The EC suggested the need for an appeals
body, composed of trade experts and the GATT Secre-
tariat, to review panel reports when one 3;;arty felt the
findings were incomplete or erroneous.>

The central issues under discussion in the group
were (1) panel report adoption, with possible appeal
procedures; (2) panel report recommendations and im-
plementation; (3) compensation and retaliation; and (4)
the linkage between strengthened multilateral dispute
settiement rules and commitments by signatories to re-
frain from unilateral dispute settlement measures.338

Regarding the review process for panel reports, a
number of participants expressed interest in the panel
circulating an interim report for disputants only prior to
general circulation to GATT members.339 Disputants
could then comment on the panel’s initial conclusions,
whereas now disputants receive only the report’s fac-
tual portion and arguments of the parties prior to gener-
al circulation.340 :

The group also discussed the EC’s proposal for a
GATT appellate body and appeals procedure for con-
tested panel findings. The group felt that once recourse
to the appeals body had been taken, the resulting deci-
sion could be adopted with less than full consensus.34!
The group considered a drawback to the appeals proce-
dure was the danger of automatic appeals which could
slow down the report adoption and the overall dispute
settlement process.342

The United States supported several provisions put
forward by Canada that seek a more automatic dispute
settlement process.?43 The draft agreement discussed in

3% USTR, 1991 Trade Policy Agenda and 1990 Annual Report

of the President of the United States on the Trade Agreemenis
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343 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
Program, 1991, p. 39.




Brussels includes procedures that could result in auto-
matic report adoption, with appeal, and automatic right
to compensation or retaliation should the losing party
not 34gomply with a panel report within a set time lim-
it.

The issue regarding unilateral dispute settlement
measures involves concems by other participants over
the use of section 301 authority by the United States
under the Trade Act of 1974.345 Other countries seek a
U.S. commitment to use the GATT dispute settiement
process rather than U.S. section 301 provisions to de-
termine whether a violation of a GATT agreement ex-
ists.346 A number of participants including the EC and
Japan34’ also seek a U.S. commitment to exhaust
GATT dispute settlement options before using section
301 for practices that involve violation of the GATT.348
The United States has responded that a more effective
GATT dispute ‘mechanism and strengthened GATT
rules will mean less need to resort to section 301 ac-
tions.3¥ However, the United States asserted that a
commitment to refrain from unilateral action would
only be possible if clear rules eliminate the possibility
of blockage or delay in the process.3*

At Brussels, informal discussions took place over
outstanding issues.35! Discussions continued on “non-
violation” disputes, that is, disputes where benefits un-
der the GATT are impaired but without an) violation of
the articles of the General Agreement.35Z Final agree-
ment on stronger dispute settlement procedures is pos-
sible if group participants can allow various stages in
the dispute settlement process to proceed without de-
lays typically instigated by the defending signatory.
However, final ent is conditioned on dispute
settlement procedures being developed in other nego-
tiating groups.33

Trade-Related Aspects of Intellectual Property
Rights Including Trade in Counterfeit Goods

At the outset of the Uruguay Round, the Negotiat-
ing Group on Trade-Related Aspects of Intellectual
Property Rights, including Trade in Counterfeit
focused on the appropriate scope for discussions.>

34 The President of the United States, Report 1o the Congress
mz‘:‘ Extension of Fast Track Procedures, Mar. 1, 1991, Annex
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345 Thid., Annex p. 30.

346 Thid.
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Participants from the developing countries in particular
felt that talks on trade-related intellectual property
(TRIPs) rights should be properly restricted to border
measures to enforce laws against counterfeit trade-
marked goods and copyright piracy.355

However, because the United States sought strong
minimum protection standards and effective enforce-
ment provisions that would lead to internal as well as
border enforcement of intellectual property rights,
TNC revised the group’s negotiating mandate during
the Mid-Term Review.356 In 1989, proposals were put
forward on issues such as minimum intellectual proper-
ty standards and possible dispute settlement proce-
dures357

Although many developing countries insisted that
only such narrowly defined subjects as counterfeiting
and piracy were valid for discussion,38 some develop-
ing countries advanced proposals aimed at balancing
intellectual property protection with LDC concerns
over national development, for instance the proposal
advanced by Mexico and tabled in 1990.35% Chile pro-
posed a World Intellectual Property Organization
(WIPO) dispute mechanism that would decide whether
internationally agreed standards on intellectual proper-
ty had been applied. If not, injured parties could re-
quest GATT dispute settlement to remedy possible tra-
de-related effects. 360

A number of draft legal texts36! were also tabled in
1990 by the EC, Japan, Switzerland, and the United
States, as well as a 3(&roup of 14 developing coun-

tries.362 The EC text®> provided an overall approach
355 Thid.
3% Thid., Annex p. 45.
351 GATT, “News of the U Round of Multilateral Trade

ruguay
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Negotiations,” press release No. 34, Feb. 23, 1990, pp. 5-6. The
plan was i onthemmgdnﬁa' seutlement mechanism
procedure and trade secret ion likely to foster a legally
secure environment for business and to encourage technology
transfer to LDCs. Nonetheless, Mexico believed developing
countries should receive special and more favorable treatment
duration, a longer transition to apply a TRIPs agreement, and
technical and istance.

ial assi:
360 Thid., p. 6. .
361 The President of the United States, Report to the Congress
on the Extension ofFa:l Track Procedures, Mar. 1, 1991, Annex

. 46,
P 38 GATT, “News of the U Round of Multilateral Trade
Negobt)i'nli:m." Press Release No. 36, June 1, 1990, p. 7-10. The
text

ing countries—Argentina, Brazil, Chile, China,
. India, Nigena, Pakistan, Peru, Tanzania,
Uruguay, and Zimbabwe—seeks full consideration of national
development objectives in any intellectual property agreement. It
proposes the recognition of sovereign right over in
issues, particularly in areas of public concern such as
nutrition, agriculture, and national security. The agreement
would be implemented by the relevant intemnational organization,
for example, , as suggested by Chile, because these issues
are not trade related.

38 Thid., Press Release No. 35, Apr. 11, 1990, pp. 12-14. The
EC pmpote:m addhg_GA;l;fl‘ article 2 bis stating that: (i) ufmmcl
ing es provide effective and adequate protection o
imcmn] property rights to reduce trade distortions and barriers;
(i) protection of intellectual property rights will not create new
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for drafts presented later. The United States, Switzer-
land, and Japan tabled draft agreements that were simi-
lar in approach.3%4 The United States proposed to in-
corporate a TRIPs agreement into the General Agree-
ment, and based its provisions concerning enforcement
of intellectual property rights, institutional matters, and
dispute settlement largely on the EC text.365 The U.S.
draft did not seek to fully harmonize intellectual prop-
erty rights among participants, but rather sought only
agreed obligations that would lead closer to harmoniza-
tion through changes in national laws.366 The U.S. pro-
posal would use the economic rights provisions of the
Paris and the Beme Conventions, administered by the
WIPO, as a basis for such obligations.36” The U.S. dif-
fered from the EC text about specific minimum stan-
dards of protection, for example, on appellations of ori-
gin.38 The Swiss proposal suggested amending the
General Agreement to include a TRIPs agreement,
which contains a detailed obligation for MFN treat-
ment, a phase-out of actions inconsistent with this
MFN provision, and an exception for more favorable
treatment of members in regional trading arrange-
ments.3® Japan proposed minimum standards of pro-
tection similar to those under the EC, U.S., and Swiss
texts, with the exception of trade secrets,310

In the second half of 1990, the group chairman de-

.

veloped a common text, incorporating major elements
cmtainedinﬂleproposalsoudined.%"l'hetextin-
cludes provisions for nondiscriminatory treatment and
national treatment for intellectual property and pro-
vides protection for copyrights, geographic indications,
industrial designs, integrated circuits, patents,trade-
marks, and trade secrets, although key differences re

38_Continued
protection as set out in an annex 1o the General Agreement.

The EC annex would have GATT members agree 1o the major
provisions of the Paris Convention (for ion of intellectual
meny)andohheBaneConmnon’ for protection of literary

arustic works) as well as of the proposed GATT agreement
on TRIPs. The EC annex would exempt customs unions and free
trade areas from GATT principles of national and MFN treatment.
incioding compuer Progeam: pascont s e 3 L

ing computer programs; patents ; 8 i-
cal , including appellations of origin; industrial designs
and models; lay out designs of integrated circuits; and protection
of undisclosed business information and other acts contrary to
honest commercial practice. The EC annex sets out certain
enforcement procedures and standard remedies to be made
available.

Disputes would be handled by regular GATT dispute
senlanuu@ptooednru. The EC s signon 7
avoid taking unilateral action on s matters, and to alter
domestic law if need be to ensure this. ing countries
would receive assistance and longer transition periods to imple-
ment the agreement.

364 GATT, “News of the Uruguay Round of Multilateral Trade
Nesg‘fiaﬁons."Plu:ReluseNo. 36, June 1, 1990, p. 8-9.

Ibid, p. 8.

" 366 Thid, p.

367

d,
368 Thid.,
e id.,
37 Ibid.,

993: Do;pmmmt of Commerce, Uruguay Round Update, Sep.
1990, p. 9.
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main concerning a number of these areas.372 The inter-
nal and border enforcement provisions in the text are
largely agreed.373

Although many technical issues were cleared up in
forging this text, important issues remained unresolved
at the time of the Brussels conference and require polit-
ical-level attention.3’* These outstanding issues deal
with the protection of intellectual property rights con-
cerning: copyright protection for computer software
and patent protection for pharmaceuticals; trademark
protection; geographic indications, such as wine appel-
lations of origin; industrial design protection according
to U.S. or European standards; protection for trade se-
crets under a TRIPs agreement and possible enforce-
ment measures.375

Trade-related Investment Measures

The aim of the Negotiating Group on Trade-Re-
lated Investment Measures (TRIMs) is to examine
GATT articles related to the trade-restrictive and trade-
distorting effects of investment measures and to elabo-
rate measures as needed to prevent adverse trade ef-
fects not covered under current GATT rules.376 Two
approaches by group members resulted from this man-
date: one approach from industrial countries was to
draft rules that would prohibit investment measures
that ran counter to either the letter or spirit of the Gen-
eral Agreement and the other approach from develop-
ing countries3”’ was to argue that only the trade-dis-
torting effects of investment measures should be pro-
hibited rather than the actual measures.378

Trade-distorting TRIMs identified by the group in-
clude local-content requirements; trade balancing re-
quircments; foreign exchange limitations; domestic
sales %uiremems; and export performance require-
ments.”’” Industrial countries seeking to prohibit trade-
distorting TRIMs include Canada, the EC, Japan, New
Zealand, the Nordic countries, Switzerland, and the
United Staies.3¥0 The developing countries who op-
pose prohibition of the investment measures ouuight
are led by Brazil, Egypt, India, and the Philippines.38!

572 The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
T

3% ] ouis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p- 14.

375 Thid., Annex pp. 47—48.

3% GATT, “Ministerial Declaration on the Uruguay Round,”
MINDEC, Sép. 20, 1986, p. 8.

371 International Trade Reporter, “Egypt and India continue to

TRIMs agreement ;.bpponed by developed countries,”
v 3173' no. 45, Nov. 14, 1990, p. 1737.

The President of the United States, Report 1o the Congress
on ¢4l|;_ Esoumion of Fast Track Procedures, Mar. 1, 1991, Annex
3% USTR, 199! Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements

Progam. 1991, p. 41.
The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex

p. 49.
381 Ihid. Annex p. 50.




In January 1990, the United States presented the
first draft text agreement.382 The U.S. proposal would
prohibit most trade-distorting investment measures,
and pledge countries to a%ly investment measures on a
nondiscriminatory basis.>>> The United States
would establish a test to discipline the nonprohibited
TRIMs, 3% which would lead to prohibition of these
investment measures were they shown to be trade-dis-
torting.385 The U.S. proposed prohibiting TRIMs that
required a firm to use local goods (i.e. local content
regulations); produce, sell, or export certain goods;
transfer or license technology; or to export as a prerggg
uisite for access to foreign exchange or imports.
Other prohibited measures would be restrictions on
producing certain goods or on using a given technolo-
2y.3%7 The proposal would allow LDCs to take longer
to end prohibited 88 and would establish a
standing TRIMs committee.38?

In June 1990, a group of 12 developing coun-
tries90 offered an alternative text that stressed the na-
tional development aims for which many of these in-
vestment measures are used. The declaration stated that
TRIMs are legitimate governmental instruments to pro-
mote national development, that TRIMs should be al-
lowed to offset trade-restrictive business practices, and
that the GATT’s existing dispute settiement mechanism
is sufficient to address adverse effects caused by
TRIMs. 39!

At the July 1990 TNC review, the TNC chairman
pointed out the absence of a single negotiating text, set-
ting out three issues that needed to be resolved: (1)
what are the current GATT obligations in the invest-
ment measures area, (2) what new disciplines need to
be enumerated that are not already in the General
Agreement, and (3) how to account for development
considerations.392

. Subsequently, the negotiating group chairman at-

tempted an informal draft with fewer prohibitions, a
longer transition period, as well as infant industry and
balance-of-payments exceptions for developing coun-
tries.393 By October 1990, the text contained a defini-

382 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
the Pn.;ng;alu of zl;e United States on the Trade Agreements
am, . p- 41.
GATT, “News of the Uruguay Round of Multilateral Trade
Negg‘ﬁaﬁom." rul release No. 34, Feb. 23, 1990, pp. 1-3.
USTR, 1991 Trade Policy Agenda and 1990 mnual Report
of the President of the United States on the Trade Agreements
Pm&m 1991, p. 41.
The President of the United States, Report to the Congress
on t:;- gmn of Fast Track Procedures, Mar. 1, 1991, Annex
PpP-
3% GATT, “News of the Uruguay Round of Multilateral Trade
Negg’dﬁ%'u." Press Release No. 34, Feb. 23, 1990, pp. 1-3.

38 Thid.

akistan, Peru, Ti i
391 hid,, pp. 10-11.
392 hid., press release No. 39, July 30, 19909.9% 6
393 USTR, 1991 decPoli?Agcndaandl Annual Report
the President of the United States on the Trade Agreements

'rogram, 1991, p. 41. :

tion of TRIMs, a confirmation of TRIMs prohibitions
already contained under GATT articles, a new prohibi-
tion of export performance requirements, an effects test
to discipline other investment measures, new excep-
tions for LDCs from disciplines already under the Gen-
eral Agreement, transparency provisions, and a pro-
posed TRIMs committee in the GATT to oversee the
TRIMs agreement.3%4 However, the developing coun-
tries continue to reject the concept of prohibiting in-
vestment measures outright.395

As the developing countries were able to prevent a
chairman’s draft text from being submitted to the Brus-
sels conference so were the industrial countries able to
block a vastly simplified version.3% Nonetheless, in-
formal discussions at Brussels indicated that a basis for
a TRIMs agreement was likely to emerge had the con-
ference continued.3%7 Because developing countries ap-
pear increasingly interested in attracting investment,
the LDCs appear willing to consider prohibiting invest-
ment measures that are clearly inconsistent with the
GATT. 38 Further negotiations on a TRIMs agreement
are reportedly likely once developing countries can see
benefits linked to concessions in other areas, such as
agriculture 3%° :

Functioning Of The GATT System

The Negotiating Group on Functioning of the
GATT System (FOGS) had reached agreement by the
Mid-Term Review on several group aims.*® In addi-
tion to inaugurating the Trade Policy Review Mecha-
nism (TPRM), participants agreed to hold meetings at
the ministerial level at least every two years.40! The
TPRM provides a system of national trade policy sur-
veillance under GATT auspices. The Secretariat con-
ducts regular reviews of the overall policy stance of
each GATT member to permit a collective evaluation
of the impact of these policies on the world trade sys-
tem.%%2 Since the Mid-Term Review, the countries re-
viewed under the TPRM have been Australia, Canada,
Colombia, Hong Kong, Japan, Morocco, New Zealand,
Sweden, and the United. States. 403

354 The President of the United States, R to the Congress
on the Extension of Fast Track Procedures, 1, 1991, Annex

. 50.
P USTR, 199! Trade Policy Agenda and 1990 Annual Report
the Pn.;lg;;u ofil;c United States on the Trade Agreements
%p&m . p- 4.

The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
P3P hia

3% Thid.

3% Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Suspended to Allow Countries to Reflect on Positions,”
Business America, vol. 112, no. 1, Jan. 14, 1991, p. 14.

400 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
;f the President of the United States on the Trade Agreements

rogram, 1991, p. 39. .
GATT, “Mid-Term Meeting,” MTIN.TNC/11, Apr. 21, 1989,
pp- 33-36.
402 GATT, GATT Activities 1988, Geneva, June 1989, 8 54.
403 The President of the United States, Report to the Congress
on the Extension of Fast Track Procedures, Mar. 1, 1991, Annex
1.
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During 1990, the group considered proposals by
the EC and Switzerland to encourage greater coherence
in economic policies%* and proposals by the United
States for a small mnmstenal group to help guide the
GATT’s activities.**> The EC paper suggested a joint
declaration by the three Bretton Woods institu-
tions—the GATT, IMF, and World Bank—on the need
for greater coherence in trade, monetary, and financial
policies made at the mtemauonal level and for formal-
ized cooperation among them.%% The Swiss proposed
developing an independent capability within the GATT
to evaluate uade policies as another contribution to-
ward this aim.407 The U.S. proposalforasmall minis-
terial group would create a board of ministers that
would act as a steering committee for the GATT simi-
lar to the executive boards overseeing operations of the
IMF and World Bank.408 Thfbggi'wp also continued
discussions of a Jomt proposal presented in 1989 to
encourage the “transparency” of government policy-
making affecting trade. The group also developed re-
quirements for reviewing trade pohcnes in least devel-
oped countries under the TPRM.4!

At Brussels, little attention was paid to the remain-
ing issues in the FOGS negotiating group because of
the agreements already reached at the Mid-Term Re-
vwwaswellasofmeanenuonrequmdtootber
groups.#11 The outstanding issues in the group are
largely dependent on the outcome of the Uruguay
Round in that they will need to be negotiated and im-
plememedw part of putting the other agreements into
effect.412
GATT’s future role and determine whether and how to

set up a GATT steering committee,413 to increase insti-

tutional cooperation and coherence between the three
Bretton Woods institutions, and lastly, to initiate possi-
ble negotiations lwdmg toward a new world trade or-

ganization (WTO).4!
‘°" QA’IT:.“Nm of the Uruguay Round of Muluhwul Trade

Nes%unons },mneleueNo 35, Apr. 11, 1990, p.
USTR, 199! Trade Pol%alda and 1990 Anaul Report
%;hc Pn.ndcnl d the United on the Trade Agreements

GA'I'I' Pfev/soflheUrugmy Round of Multilateral Trade
Negg'mnous press release No. 35, Apr. 11, 1990, p. 5.
Ibid., press release No. 38, JulylG 1990, p.4
8 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
thePralvg;;n of the United States on the Trade Agreements
ram,
GATT, “ l&m of the Uruguay Round of Multilateral Trade
Negouanom. m s release No. 33, Jan. 11, 1990, p.17. Australia,
g and New Zealand.
“°lb1d. gnuleleueNo.SS . 11, l990p6.
Murphy, “Brussels Inconclusive: GATT
TalksSuspendedloAllowCammtoRcﬁeaonPomz
Bus‘l{nzeuAmam,vol. 112, no. 1, Jan. 14, 1991, p. 13.
‘BThePleudmloflheUnnedSmec chontotheCmnss
on the Extension omeTmckPmmu Mar. 1, 1991, Annex

p. 31.

414 Louis J. Murphy, “Brussels Ministerial Inconclusive: GATT
Talks Su. to Allow Countries to Reflect on Positions,”
Business America, val. 112, no. 1, Im. 14, 1991 p. 13. Negon-
auonofawoﬂdmdeo:gamanm(wm)wmldnme
discussions following World War II about the General Agreement
onTmffsandTude,whwbmmeudedtopwndelhemmet

These issues essentially would define the .

U.S. Western Hemisphere
Trade Initiatives

In addition to the Uruguay Round, the United
States pursued three regional trade initiatives in 1990
to support Latin America’s economic reforms and to
promote increased trade within the western hemi-
sphere:415 (1) the United States and Mexico took initial
steps toward opening talks on a bilateral free-trad2e
agreement (FTA); Thyd! (2) President Bush proposed a
nonreciprocal trade preference initiative for the Andean
countries of South America; and (3) President Bush
proposed a broader program known as the Enterprise
for the Americas Initiative for free trade, investment
promotion, and debt reduction for all of Latin America.

This section begins with an overview of economic
conditions in Latin America*!7 during the 1980s and a
summary of the key forces for change in the region. A
discussion follows on Latin America’s trade with the
United States and the key trade-related policy reforms,
including renewed interest in regional economic inte-
gration, announced or enacted in 1990. This section
concludes with a discussion of the three U.S. trade ini-
tiatives that were advanced during 1990 to support Lat-
in America’s economic reforms.

Many Latin American countries made significant
progress toward implementing market-oriented eco-
nomic reforms in 1990. A fundamental motivation for
this change was the failure of the policies most Latin
American countries pursued during the 1980s to pro-
mote growth and economic development. These poli-
cies discouraged foreign trade, gave government an ex-
tensive role in the economy, and failed to provide ade-
quate incentives for production. Chile, Colombia, and
Mexico, which initiated economic reforms in the
mid-1980s, were the furthestalong in overall economic
andu'adeliba'alimﬁonbyﬂwendoflm.r-'oroma
countries, the implementation of market-oriented re-
forms became possible only after the election of demo-
cratic leaders committed to encouraging foreign trade
and reducing government management of the economy.

‘“—Coumumi

cial policy provisions of the charter for the Intemational Trade
Ol;mm).‘lhel'IOwutobemofﬂ\ethmmemn
ional bodies to govemn world economic affairs, along with
the Internati Monetary Fund (IMF) and the Intemational Bank
for Reconstruction and Development (IBRD) or World Bank but
unlike the IMF and IBRD, the ITO was never agreed to by the
U.S. Congress. The General Agreement came into effect nonethe-

less as an rom the larger institution because
its provisions had ly been signed in anticipation of ratifica-
tion of the ITO.

415 For a more detailed discussion of the role of Latin

: Amumsmwm'omsmu.s 1990 trade policy initiatives,

Economic Re, of the President (Washington, DC: Govemn-
Pmm;} ice, 1991).

416 The United States signed an FTA agreement with Canada

m ﬂi‘el%‘n‘l‘enyuf mmenu-'rAw'“ For
on of a agreement.

addmomlmfotmrt:nontan S.—Canadian FTA, sce the

discussion of Canada in chapter 4.

417 The discussion which follows focuses pmmn!yon thesuz
largest Latin American economies: Argentina, Brazl, Chil
Colombia, Mexico, and Venezuela. Manyoftbeobsetvanmsare
applicable to other countries of Central America, South America,
and the Caribbean. The countries of the Caribbean Basin are
discussed separately in ch. S.




Overview: Latin America in the 1980s

The 1980s, sometimes referred to as Latin Ameri-
ca’s “lost decade,™#18 were a decade of economic cri-
sis. Collectively, Latin American countries confronted
their most severe economic crisis since the 1930s.419
As a whole, the region faced the problems of stagnant
economic growth, rising debt service burdens, adverse
turns in global commodity prices, and net setbacks in
terms of indicators mcludmg per capita GDP and the
incidence of poverty.420

Economic growth slowed significantly (table 1).
Latin America’s six largest economies expanded by an
average of only 1.4 percent annually during the 1980s
compared with 5 percent growth during the 1970s and
5.9 percent growth during the 1960s.42! Slower
growth in the industrialized countries#22 dampened de-
mand for Latin America’s commodity exports*2 and
led to reduced levels of overseas investment in Latin
America. High world interest rates in the 19805424 in-
creased Latin America’s debt service payments.425 426
Latin America’s foreign debt service problems reached

crisis proportions. Many Latin countries followed the
path of Brazil, the third world’s largest debtor, and bor-
rowed abroad followin 2gtheonlpncemcneasesof
1973-74 and 1979-80.427 However, the loans were of-

418 See for example John Williamson, The Progress
Rcfomml.axmAmm(Wuhmgmn.DC lnmnnefotoﬁncm

“’lMF Pohc;lrkd)"Pl Economic Prospects for

- orms

LninAmeua. According to IDB Report,” IMF Survey, Nov. 12,
1990, p. 342.

i underground economies
This is documented in Hemando de Soto, The
Other Path: The Invisible Revolution in the Third World (New
York: & Row, 1989) and “Black Economies in Latin

America: Safe as Houses,” The Economist, Nov. 12, 1988, p. 12.
2 economic among the OECD nations slowed
from an rate of 3.6 in the 19703 10 an

2.8 percent in the 19708 to 2.6
EcomchutIook.“ Demberl990p.l75 table RI.
3 For additional information on the adverse impact on Latin
America of shifting demand for commodities in industrialized
countrics, sec discussion on commodities in chapter 3.
"‘Longwmmmmumlhemlu; i
i - ednmoulormeu' ydnnngtheg‘linlfof
interest rates, averag
ing somewhat after 1985. IMF, World
EcmwOMbak,Mayl”Ot 38, table AlS.

ounanee,seelmefAmenm
and Social I’nzm:mlaun rica, 1989 Report:
Savings, Investment and Growth, Washington, DC, 1989, p. 5. For
mfmanonontheOECD‘lmdymoﬁhempwongmd
interest rates in industrialized countries on developing countries
duwmmmtbeOBCDMimmnldedmmdemr3
42 Gene “Why Asian Countries Blossomed Whil
Latin America Wilted,” Business Week, Aug. 28, 1989, p.16.

ten used to support overvalued currencies, maintain
high levels of consumption, finance private purchases
of forei 2§n assets, and finance unproductive invest-
ments.# Beginning in 1982, net capital outflows
(profit remittances and interest payments) from Latin
America exceeded net capital inflows.42° By 1986,
Latin America’s total disbursed external debt exceeded
$400 billion.430 Mexico’s debt crisis was the earliest, in
1982.431 By 1989, most of the large Latin debtors and
several smaller ones had been forced to reschedule
their foreign commercial bank debt on concessionary
terms (some more than once). Several debtors, includ-
ing Argentina, Brazil, Colombia, and Venezuela, tem-
porarily stopped servicing their dcbt until rescheduling
agreements could be arranged.432 During the late
1980s, the accumulation of arrears became the main
reasonforthegrowthmthetotalmdebtednessofAr~
gentina and Brazil 433 Recognition of the mtractabnhty
of Latin America’s debt servicing problems led to
the U.S.-proposed Brady plan debt initiative.43

42 For a more detailed treatment of Latin America’s use of
debt capital during the 1980s, see USITC, “The Effect of
Developing Country Detx Service Problems on U.S. Trade,”
1lnvemgmon No. 332 234, USITC publication No. 1950, March

42 United Nations, Comision Economica para America Latina
Z:tl Caribe (CEPAL), Preliminary Overview of the Economy of

mAmcrwa and the Caribbean, 1990, December 1990, p. 33,

‘” IADB Economic and Social Progress, 1989 Report,
p. 503, table El.

431 For a more detailed discussion of Mexico’s foreign debt,
see USITC, Review of Trade and Investment Liberalization
Measures byMwwandeped:for Future United States
Mexican Relations, investigation No. 332 282, USITC publication
No. 2275 Apnll990pp.12 13.

information on Argentina’s su of debt service
seeU.S t of State elcgnmNov 13, 1990,
lmelhgeuceUMe;“:;lNg “aszGBN 4’?989 8. For
nit, Bre ounuy eport, No.
Colomln.lee B, Economic and anmgrns,l 89
Report, p. 303 For Venezucla, see “Venezuela: Rioting All the
WaxtotheBmk."TheEcmmm March 11, 1989, p. 43
PtehmmlryOvmwoftheBconanyofhnn
sogi 3 i s Wity i pic
govemnment y pncuon ey
mdmku.Vmemehnpem ted civil
ooy Government attributed this unrest to the

ﬁnmddbuldmofmangthecmmy'sfom debt. See
ioti Economist,

VenezuclnmmtedmoumonsfotaBndyphn ram in
990. USITC, Review of Trade and Investment lecralmu
Measures by Mxcio and Prospects for Future United States
Mexican Relations, investigation No. 332-282-282, USITC

publication No. 2275, April 1990, pp. 1-2 through 1-3.
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Commodity price trends worked against Latin
America during most of the 1980s.436 Few countries
diversified their economies, having left dependent on
exports of one or two primary commodities. Prices of
many of Latin America’s most important primary com-
modity exports, including beef, coffee, cocoa, cotton,
and iron ore, declined during the 1980s.437 Oil-import-
ers were hurt by high oil prices early in the decade,
while the oil-exporters, including Colombia, Ecuador,
Mexico, and Venezuela, were hit hard as oil prices de-
clined later on.438

Other factors contributing to Latin America’s dis-
mal economic performance in the 1980s included the
following: (1) capital flight, cumulatively estimated at
$300 billion from Argentina, Brazil, Mexico, and Ve-
nezuela alone;%3% (2) low levels of domestic savings
and investment resulting from declining government
revenues, inflation’s erosmn of earning power, and eco-
nomic slowdown;#0 (3) i increasing trade in contraband
and illicit drugs, which in some countries grew to ex-
ceed officially registered trade;*!! (4) disruptions
caused by insurgent attacks against the economic infra-
structure, particularly oil pipelines, mining facilities,

436 For detailed discussions of declining comm
during the 1980s, see Bemhard Fischer, “ fmm

D;mdem:y ”TheOECDOhnrnr. May
1 pp.u-Z’lmd

'l'ennsof'l‘nded‘
Shows,” The WorldBanchoamme.vol.z no. 1,

pp. 1-47
declined by 22.1

437 Between 1980 and 1989, su
coeoabyZJpewmt,eoﬁ‘eebyl petmt.lndeamd by

22 Conn::lny Dcvemmmt,.’ e
UNCI'AD Monthly Co»-mdotyl’nce Bulletin, 1 97%
S nt, November 1990, pp. 2
first ps 1983 og{i'lcld fourth med ftmi9$83£. !I.ﬂ;le
quaner to »
p: 514 table 1F-1.
% "Derived

from research by M Guamty’l‘mnCo this
dmucnedmmnnaomsoum, gudm “Down and Out in

Latin America,” Business Week, July 10, 1989 p- 44; “Distracted
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and agricultural production in Colombia*42 and, to a
lesser extent, Peru; (5) unequal income distribution; 43
and (6) the fear that much-needed austerity measures
would provoke civil unrest.444

Forces for Change

The economic policies most Latin American gov-
emnments pursued during the 1980s failed to promote
sustainable economic growth. The authoritarian re-
gimes and populist leaders that dominated in the region
exacerbated economic conditions by interfering with
the operation of free markets through policies that na-
tionalized key industries, erected protectionist trade
barriers, and tightly regulated investment. Populist eco-
nomic policies of the 1980s%5 focused only on short-
term nmprovements encouraged wasteful spend-
ing,*7 caused fiscal deficits to grow,*% and led to
pressures for excessive money « creation. 9 Tax reve-
nues remained low or declined4 because of weak tax

442 The impact of insurgent attacks against Colombia’s
ecmucmﬁmmmud:mxwdm’%domm Peace Plan
Shot to Bits,” The Economist, Oct. 22, 1988, p. 50.
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28.1989}>.l6md"AWedembles The Economist,
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economic reforms, see “How Much Austerity Can Latin Ameri-
cans Take?” The Economist, July 16, 1983, p. 37; “Venezuela:
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1989, pp. 43-44; “A Web of Troubles,” The Economist, 23,
1989 mpplanemp 10; John Barham, “Menem’s
Cut of AlL" anle:.Sept.lS 1990'ndl(oraz.
AnmCommaBknsomed, p. 16.
Fotmaeamaedﬂaﬂeddnmmmoftheadmema
ot'pqm]memmcpolxmmhmAmena.see“AWebof
'l‘toullg-eiaThc Economist, Sept. 23, 1989, Survey supplement,
P 446 The shift to more econamic policies focused on
issues in Latin America the late 1980s is
discussed in greater detail in Williamson, The Progress of Policy

Reform in Latin America.
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law administration?! and because economic stagnation
caused tax bases to collapse.452 Wage indexation?s3
contributed to persistently high inflation and inflation-
ary expectations.*54 High barriers to imports and re-
strictions on foreign investment led many of Latin
America’s state-run enterprises to grow inefficient.455
Overvalued exchange rates,*3 which prevailed
throughout the region in the first half of the 1980s,%5
discouraged exports.458 The failure to enforce adequate
protection of sgroperty rights limited incentives for en-
trepreneurs.4

During the 1980s, most Latin American countries
continued to follow inward-looking and interventionist
economic development schemes developed during the

451 Williamson, The Progress of Policy Reform in Latin
America, pp. 16 18.

452 In Argentina, central govemment current revenues declined
from 12.7 percent of GDP in 1980 10 3.9 of GDP in
1988. In Peru, revenues declined from 17.1 percent in 1980 to 9
percent in 1988. IADB, Economic and Social Progress in Latin
America, 1989 Report, p. 474, able C-1.

433 Indexation is a government-administered system linking
wages and some prices 10 the rate of inflation. Under an indexa-
tion scheme, current month’s wages and prices are automatically
increased by the amount of the prior month's inflation rate. Many
Latin American governments tumed to indexation during the
19803 to compensate workers and local producers for inflation.
}_heuongm";fh‘indam& i hPm%exmmedlgsg’ in “A Web of
roubles,” onami.ﬂ.Sq)l. R ,Spcnl‘ sugplanemp.
10. The ity of indexation, despite its inherent inflationary
impact, is in Thomas Kamm, “Brazil’s Efforts to
Curb Inflation Face Hurdle: A Lot of People Like It,” Wall Street

Journal, March 29, 1991, p. 1.

4~ detailed sions of inflation in Latin Ameri-
ca, see “Hyperinflation: Taming the Beast,” The Economist, Nov.
lS.l986.%564;“EIimA.Cadono."Hypednﬂaﬁmhhﬁn
America,” lenge, January-February 1989, ‘T 11 19; "Latin
America’s New Stant,” The ist, June 9, 1990, pp. 11-12;
:?;I"ans in America’s Hope,” The Economist, Dec. 9, 1990, pp.

455 For a more detailed discussion of the impact of tariffs,
quotas, and other barriers 10 imports on industrial competitiveness
in Argentina and Brazil, see “Latin America’s New Stant,” The
Economist, June 9, 1990, p. 11.

456 The use of overvaluation as a substitute for credible
anti-inflationary measures (such as public ing cuts and other
measures to reduce demand) in Latin Amenca is in
*AW&«T%ru&m.m%m.w
supplement p. source exchange rates in Latin

i "wdymemh ison with the

. This explain
grown twice as fast as Laun America’s

1990. “Exports are the sole survival option for man! cumna 5
but the overvalued austral makes exports e.” Ji

' “Menem’s Deepest Cut of All,” Financial Times, Sept.
18, 1990. See also “Argentina: A Speculator’s Paradise as the
Real Economy Goes Down the Drain,” Latin American Economy
and Business, December 1990, p. 6.

4% This is documented in the case of Peru in Hemando De
Soto, The Other Path: The Invisible Revolution in the Third
World, translated by June Abbott (New York: Harper & Row,
1989), pp. 158-163. In addition to property rights, De Soto also
cites the lack of enforcement of legal provisions goveming
contracts.
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postwar era.%®® The goal was industrialization throu
import substitution rather than export promotion.*!
This strategy was based on the theory advanced by
Raul Prebisch®? that, over time, world demand for
Latin America’s primary goods would decline relative
to the Latin America’s demand for manufactured
goods. In order to prevent impoverishment from de-
clining terms of trade,*3 many Latin countries fol-
lowed Prebish’s advice?6* of restricting imports to en-
courage domestic production of manufactured goods.
These countries imposed formidable tariffs and nonta-
riff barriers on imports. At the same time, to reduce the
country’s reliance on imports, they subsidized man-
ufacturing industries and provided other incentives for
domestic suppliers to produce for local markets. 465 466
According to one report, “over-reliance on import sub-
stitution meant that . . . [Latin America] missed valu-
able export opportunities in the 1970s and 1980s—op-
portunities which Asia seized.”467

Major Country Performance

Latin America’s disastrous economic performance
during the 1980s appears paradoxical against the back-
drop of the region’s wealth of natural, human, and
physical assets. Many Latin countries, including Ar-
gentina, Brazil, Colombia, and Mexico, are major agri-
cultural producers. Latin America’s energy resources
include petroleum, coal, and hydroelectric power-gen-
erating potential. Unlike either sub-Saharan Africa or
Eastern Europe, Latin America has its own large indig-
enous capital base, 68 a developed banking and finan-
cial infrastructure, and a large industrial infrastruc-

48 Economic and Social Progress in Latin America, 1989
Report, pp. 1-4 and Williams, The Progress of Policy Reform in
Latin America, pp. 2426, o

major altemative to import substitution as a develop-
mmgyuﬂwmgemmhhhdmﬁuinwlﬁdldu
country is competitive in world markets, leading to greater
and greater imports.
462 See Raul Prebisch, The Economic Development of Latin
America and its Principal Problems (New York: Economic
Commission for Latin America, U.N. of Economic
Affairs, 1950). See also his later work, ial Policies in
the U Countries,” American Economic Review,
papers and ings, May 1959, pp. 251-273. Prebisch was
one of the first advocates for Latin America taking charge of its

own economic destiny.
‘“'lh'z.mm:byofmt:deisdeﬁn‘ed:l.hewengepﬁecof
divided average . .
e S b e e T e

465 Brazil was a notable exception 1o the strategy of de-em-
phasizing the export sector. Brazil’s military rulers, unlike their
Argentine counterpans, developed the country’s industries
in the 1970s. For further discussion, see Stephen Baker, et. al,
“Down and Out in Latin America,” Business Week, July 10, 1989.

466 For a more detsiled discussion of these policies in the case
of Mexico, see USITC, Review of Trade and Investment Liberal-
ization Measures by Mexico and Prospects for Future United
e 357%, At 1990, pp. o1 hrough 1211

ication , Apri , pp- 1- -2.
P“b‘ha Susumu A s “Bptgve New World,” Far Eastern

onomic Review, Sept. 13, 1990, p. 48.

488 Capital flight remains a significant problem. See discussion
above on the lem of capital fli




ture?? already in place. The region’s human resources
include a skilled workforce comprising natural scien-
tists, social scientists, engineers, technicians, entrepre-
neurs, and a large and increasingly better educated pop-
ulation’0 who is capable of providing labor for future
industrial growth. With a total population of over 400
million, Latin America represents a potentially lucra-
tive consumer market.

~ The following section highlights key events and
problems encountered by the six largest Latin Ameri-
can economies during the 1980s.

Argentina

Once among the richest countries in the world, Ar-
gentina squandered much of its wealth during years of
military dictatorships. Military rule culminated with
the costly 1982 war against the United Kingdom in the
Falkland Islands. Argentina returned to democratic rule
in 1983. Poorly implemented economic policies, 47!
combined with years of government deficit spending,
rampant corruption and tax evasion,%’2 a rising foreign
debt service burden, capital flight, and lack of public
confidence in government policies,¥”3 gave Argentina
one of the worst economic performance records in Lat-
in America during the 1980s. During the 1980s, Argen-
tina made no long-term progress in reducing inflation-
ary pressures—caused primarily by unbalanced 7Enblic
accounts and the financing of the public debt.4

The largest sectors in Argentina’s economy are
manufacturing and agriculture (including forestry and
fishing). Argentina’s natural resources include fertile
land for agriculture, minerals (copper, gold, molybde-
num, and silver), and petroleum reserves. Agricultural
production includes comn, wheat, soybeans, beef, and
vegetable oils. Argentina’s primary exports are com,
wheat, meat (beef and veal), hides and skins, and wool.

. ‘“Demmmdﬂnemdunnﬂufmhama
significant in recent . “What was in
the first of the 1980s bumbecomeamunve' mpldetenonuony'wof
the area’s infrastructure. The overall cost is incalculable.” “Down
and Out in Latin America,” Business Week, July 10, 1989, p. 44.
—American Bank reported that “

quality
maintaining levels of funding for education remain a
plobsl?_nngee B, Economic and Social Progress, 1989,

PP .

71 Efforts to stabilize the economy
civilisn governments include (1) the 1 Austral Plan; (2) a
1987 ad program backed with funds from the IMF and

; this (lheIMFw bmngeisofA m}ﬂ:
support program in gentina’s to
comply with the plan’s goals); and (3) the 1988 Primavera
otld%ank backed with funds from the United States and the

472 See “Menem Acts to Reign in "Cancer’ of Corruption,”
Washi; Post, Jan. 26, 1991.

47 See Nathanicl C. Nash, “Plan by New Argentine Economy
Chief m?mﬁ?' Hope for Recovery,” New York Times,

mlADB,éc%n&nicandSocial Progress in Latin America,
1989 Report, p. 255.

Argentina post 1983

Manufactured exports include aluminum and aluminum
alloys, iron and steel plates, and machinery and trans-
port equipment.

Argentina registered a record $7.6 billion trade sur-
plus in 1990475 because of increased exports476 and re-
duced imports caused by the depressed economy. The
United States is Argentina’s largest trading partner,
while Argentina ranked 39th as a market for U.S. ex-
ports and 38th as a source of imports in 1990. The
United States has recorded a $400 million trade deficit
with Argentina each year since 1988. Manufactured
goods constituted nearly 87 percent of U.S. exports to
Argentina in 1990. Principal U.S. imports from Argen-
tina in 1990 were manufactured goods (45 percent),
food (29 percent), and fuels and raw materials (25 per-
cent).

U.S. trade concerns with Argentina%’® include (1)
Argentina’s denial of product patent protection for U.S.
pharmaceuticals and discriminatory product registra-
tion practices;*’® and (2) the Argentine practice of
charging differential export taxes on soybeans and soy-
bean products.*30 U.S. antidumping orders imposed
against imports from Argentina are listed in table A-20.

Brazil*!

As Latin America’s largest industrial power and
largest exporter, Brazil returned to democratic rule in
198S. A highly protectionist and export-oriented devel-

475 Randolph Mye, “Deregulation is Transforming the Argen-
tine Economy,” Business America, Feb 11, 1991, p. 26.

476 Notwithstanding the overvalued exchange rate prevailing
between the Argentine austral and the U.S. dollar, were
aided by the depreciation of the U.S. dollar during 1990 and the
strength of Argentina’s trade relations with countries outside of
the influence of doliar exchange rates. Over ten percent of

entina’s exports (primarily grains) are sold to the US.SRR.,
thus are not influenced by austral-dollar

including: Preliminary Overview™; :
Country Report, No. 4, 1990; IADB, Economic and Social
Progress in Latin America, 1989 Report; IMF, World Economic
Outlook; U.S. Embassy, Algmﬁm. Foreign Economic Trends and
Their Implications for the United States, September 1989;3: 2;
USITC, Chartbook: Composition of U.S. Merchandise Trade, 1986
90, March 1991; and World Bank, World Development Report,

47 For information on investigations of other unfair Argentine
wm,mmeﬁmﬁmofhaaiwmm 1990 in

4P For more detailed information on the petition filed by the
Pharmaceutical Manufacturers Association in August 1988, see
USITC, Operation of the Trade Agreemem Program, 40th
Report, 1988, U publication , July 1989, pp. 146-147.
For further information on U.S.s-ggenﬁne consultations held

to this petition, see U . Operation of the Trade

Agmmmlggrsgm,l;!’n Report, 1985:e USITC publication 2317,
September , A

4% For a motep%anled discussion of Argentina’s differential
export taxes on soybeans and soybean products and the related
section 301 case, see the discussion of Argentina in ch. S.

481 For more detailed information on Brazil's economic
situation in 1990, see the discussion of Brazil in ch. 4.
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opment strategy emphasizing industrialization and the
acquisition of state-of-the-art technology allowed Bra-
zil’s economy to expand by an annual average of over 9
percent during the 1960s and nearly 8 percent in the
1970s. Economic growth slowed to an average annual
rate of 2.4 percent during the 1980s, however, as finan-
cial mismanagement, rising debt service payments, and
adverse commodity prices worked against Brazil’s
economy. None of the economic stabilization plans in-
troduced in Brazil during the 19805452 were successful
in reducing the country’s fiscal deficit and in control-
- ling inflation.

Brazil’s ferrous and nonferrous mineral resources
include gold, iron ore, and tin. Brazil is a leading agri-
cultural producer with crops of coffee, orange juice,
soybeans, and sugar. Brazil has developed extensive
nuclear and hydroelectric power generation programs
as well as the world’s largest alcohol fuels program for
motor vehicles.

The United States recorded a $2.9 billion trade def-
icit with Brazil in 1990, versus a $3.8 billion deficit in
1989 and a $5.0 billion deficit in 1988. Brazil ranked
16th as a market for U.S. exports, and 15th as a source
of imports in 1990. Manufactured goods constituted al-
most 85 percent of U.S. exports to Brazil in 1990. Prin-
cipal U.S. imports from Brazil include manufactured
goods (65 percent); food (21 percent), and fuels and
raw materials (13 percent).483

U.S. trade concerns with Brazil include (1) the lack
of accordance of patent protection for U.S. pharmaceu-
ticals;*®# (2) Brazil’s import licensing policies;485 and
(3) Brazil’s policies on computer and digital equipment
and components.*86 U.S. antidumping orders i
against imports from Brazil are listed in table A-20.
Chile .

A military dictatorship until 1990, Chile has
emerged as one of Latin America’s most promising in-
dustrializing new democracies. Unlike the experience

482 These are discussed in ch. 4.

plans
45 Data on Brazil iled from
CEPAL, “ climi i

multiple sources, i ing:
Overview™; EIU, Brazil: Country Report,

No. 1, 1991; IADB, Economic and Social Progress in Latin
America, 1989 Report; IMF, World Economic Outlook; U.S.
Embassy, Brasilia, Foreign Economic Trends and Their Implica-
tions for the United States, July 1989, p. 2; USITC, Chartbook:
Compoasition of US. Merchandise Trade, 1986~ 90, March 1991;
and World Bank, World Development Report, 1990.

44 For additional information on Brazil's lack of patent

Eluecdmfotplmmacaﬁalproduas,wedndimsimof

razil’s pharmaceuticals policy in ch. 4 and the discussion of the
‘sup; 3501 investigation of Brazil’s pharamaceuticals patent laws
in .

425 For a more detailed discussion of Brazil’s import licensing
policies, see the discussions of U.S. Brazil- bil.-mﬁu:dc issues -
m ch. 4 and the discussion of the termination of the super 301
investigation of Brazil’s import restrictions in ch. 5. :

436 For more detailed information on the USTR-initiated -
investigation into Brazil’s informatics policies, see USITC,
Operation of the Trade Agreements Program, 38t , 1986,
USITC publication 1995, July 1987, pp. 5~13 and US
Operation of the Trade Agreements Program, 41st Report, 1989,
USITC publication 2317, 1990, p. 122. See also discussion
of Brazil’s informatics policies in ch. 4.
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of other Latin American countries under authoritarian
rule, Chile’s dictators pursued market-oriented reform
and trade liberalization since 1973.487 Following a se-

. vere economic downturn in 1982, precipitated by de-

clining copper prices and a rapidly rising debt service
burden, the military junta returned to higher tariff and
nontariff barriers.48 In 1985, following a succession
of unpopular finance ministers and with few signs of
economic improvement, the military junta again turned
to free-market reforms and an export-oriented growth
strategy.489 Liberalization and foreign competition
forced many sectors of the economy, including textiles,
clothing, plastic goods, household electronics, and
some capital goods, to cut costs and improve quality to
remain competitive.*?0 Chile’s new democraticallye-
lected government remains strongly committed to a
free-market economy with a minimum of state inter-
vention.49!

Despite the country’s high level of industrializa-
tion, minerals—primarily copper—still account for
more than one-half of Chile’s total export earnings. In
addition to copper, Chile’s main exports include iron
ore, fruits and vegetables, forestry products, and sea-
food. The United States is Chile’s largest trading part-
ner. Chile ranked 35th as a market for U.S. exports and
43rd as a source of imports in 1990. Principal U.S. ex-
ports to Chile are mining machinery, fertilizers, and
computer equipment.492 Principal exports to the United
States are copper, gold, and fresh fruits.

U.S. trade concerns focus on Chile’s inadequate
product patent protection for pharmaceuticals.493 Chi-
lean exporters continue to pursue the issue of the U.S.
Food and Drug Administration’s (FDA) 5-day 1989
suspension of fruit imports from Chile following the
discovery of two cyanide-laced grapes among a Chi-
lean shipment.*** U.S. antidumping orders imposed
against Chile and still in effect as of December 31,

1990, are listed in table A-20.

457 The military junta that ruled Chile after 1973 privatized or
removed from government control more than 200 mpeni that
the government of former President Salvador Allende taken

junta also abolished and price controls and cut
tariffs from a 1973 average of 100 percent 1o a flat rate of 10
t by 1979. “Chile’s Economy: Pinochet Sends the Chicago

E;?M 10 School,” The Economist, Aug. 10, 1985, p. 60.

4% Thid,

4% Thid.

4% Awanohara, “Resurgent Rivals,” p. 51.

491 Economic Report of the President, February 1991, p. 225.

‘”Daum(]nﬂeeompiledfmmulﬁplemwes.incgdhg:
CEPAL, “Preliminary Overview”, ion de Fomento de la
Produccion (CORPO), Chile Economic Re;

C , January 1991;
IADB, Economic and Social Progress in Latin America, 1989
Report; IMF, World Economic Outlook; U.S. Embassy, Santiago,

Foreign Economic Trends and Their Implications for the United
States, July 1989, p. 2; USITC, Chartbook: Composition of U.S.
Merchandise Trade, 1986-90, March 1991; and World Bank,
World Development Report, 1990.

493 “Chile: New Pn‘evu,lu:: a uate’ Says U.S.

Industry Association,” Washington Report on Latin America & the
Caribbean, Feb 12, 1991, p. 17.

4% The Chilean exporters maintain that the grapes were
contaminated in the U.S., possibly while in the FDA’s control.
Thomas Kamm, “Chile Seeks Closer U.S. Trade Ties,” The Wall
Street Jowrnal, Jan. 8, 1991, p. A10



Colombia

Despite significantly slower growth than in prior
decades, Colombia’s economy on the whole still out-
performed all other Latin American economies during
the 1980s. Colombia achieved its economic success
due largely to the government’s free-market, export-o-
riented economic policies, and sound macroeconomic
management. Colombia maintained strong economic
growth despite the increasing toll on the economic in-
frastructure from narcotics-related violence and insur-
gent attacks in the late 1980s495 reqmnn&mcreased
government spending on internal security.

Services, including communications, banking and
insurance, trade, and transportation, account for about
51 percent of Colombia’s GDP. Agriculture and man-
ufacturing account for 22 percent and 21 percent of
GDP respectively, while mining accounts for 4.5 per-
cent of GDP497

Although Colombia continues to rely heavily on
exports of coffee and petroleum, Bogota has success-
fully promoted nontraditional exports, including coal,
textiles, bananas, fresh flowers, nickel, sugar, emeralds,
fish and shrimp, PVC and polystyrene resins, and cot-
ton.4%8 Colombia also serves as a base for a thriving
trade in contraband goods including emeralds*® and
cocaine products. Illicit cocaine exports are estimated
to earmn more foreign exchange for Colombians than
any of the country’s other exports.5% The United
States is Colombia’s largest trading partner while Col-
ombia ranked 31st as a market for U.S. exports and
29th as a source of imports in 1990. The United States
recorded a $1.2 billion trade deficit with Colombia in
1990, versus a $700 million deficit in 1989 and a $400
million deficit in 1988. Manufactured goods consti-
tuted almost 87 percent of U.S. exports to Colombia in
1990. Principal U.S. imports from Colombia included
fuels and raw materials, primarily petroleum (61 per-
cent), food (20 percent), and manufactured goods (16
percent). U.S. antidumping orders imposed against
Chile and still in effect as of December 31, 1990, are
listed in table A-20.

Mexico501

Economic expansion slowed significantly during
the 1980s because of Mexico’s rising debt service bur-
den, declining export prices, and the government’s in-
creasingly ineffective interventionist economic poli-

495 See “Colombia: Peace Plan Shot to Bits,” The Economist,

Oct. 22, 1988, p. 50.
"‘lADB.&onouﬁcmdSoddProgmshhﬁnAmeﬁa.
1989 Report, p. 302.

497 Data is for 1989. Colombian Information Service, Colom-
m‘%wmcom Today, vol. 25, no. 6, p. 6.

4‘;’ “Colombia: Gem Wars,” The Economist, July 21, 1990,
p. 40.
300 “The Kickback from Cocaine,” The Economist, July 21,
1990, p. 40; “Colombis: The Dmmy," The Economist,
£ 1988, and “The Cocaine ies: Latin America’s
Km’i.gllg Fields,” The Economist, Oct. 8, 1988, pp. 21-24.
For more detailed information on Mexico’s economic
situation in 1990, see the discussion of Mexico in ch. 4.

cies. Not until late in the decade, when economic per-
formance began to improve and after a generous debt
relief package was negotiated, did many observers ex-

press cautious optimism about Mexico’s future 502

The largest sectors in Mexico’s economy are com-
merce, which includes domestic wholesale and retail
services and international trading services, and man-
ufacturing. Petroleum and refined petroleum products
are Mexico’s largest single industry and greatest for-
eign exchange earners. In-bond plants, known as “ma-
quiladoras,”™" are Mexico’s second-largest eamer of
foreign exchange.

The United States is Mexico’s largest trading part-
ner, while Mexico is the 3rd largest single-country U.S.
trading partner. Mexico is the single largest U.S. trad-
ing partner in Latin America. In 1990, U.S. exports to
Mexico valued at $27.5 billion exceeded U.S. exports
to all the rest of Latin America, valued under $25 bil-
lion. Mexico accounted for 47 percent of all U.S. im-
ports from Latin America in 1990. The United States
recorded a $2.0 billion trade deficit with Mexico in
1990, versus a $2.4 billion deficit in 1989 and a $2.8
billion deficit in 1988. Nearly 80 percent of U.S. ex-
ports to Mexico in 1990 were manufactured goods.
Principal U.S. imports from Mexico included manufac-
tured goods (66 percent), fuel and raw materials (20
percent), and food (10 percent).5™ U.S. trade concerns
include Mexico’s failure to provide adequate protection
of intellectual property rights>*> and Mexico’s barriers
to direct foreign investment.5% U.S. antidumping or-
ders imposed against Mexican imports are listed in
table A-20.

Venezuela

This OPEC57 country’s failure to reduce its re-
liance on oil export earnings held Venezuela’s economy
hostage to fluctuations in global oil prices. Petroleum
exports account for about 20 percent of Venezuela’s

S02 See “Economic Confidence High,” Financial Times, Nov.
26, 1990, p. 30.

503 Maquiladoras are discussed in more detail in the section on
Mexico in ch. 4.

504 Data on Mexico iled from multiple sources, includ-
ing: CEPAL, “Preliminary Overview™; EIU, Mexico: Country
Report, No. 1, 1990; IADB, Economic and Social Progress in
Latin America, 1989 Report; IMF, World Economic Outlook; U.S.
Embassy, Mexico City, Foreign Economic Trends and Their
Implications for the United States, February 1989, p. 2; USITC,
Chartbook: Composition of US. Merchandise Trade, 198690,
March 1991; and World Bank, World Development Report, 1990.
Merico scsiom e phascy of pasdi prosaes

of t
protection, particularly as applied to icals, see USITC,
Operation of the Trade Agreements Program, 40th Report, 1988,
USITC publication 2208, July 1989, p. 118. For a discussion of
meul;nomyw;:cb h;lg:tfldhedteﬁcospecxﬂ“ mgf)mpmm o
on a “Priori ist” the “speci 1 ision” of
the Omnibus Trade and Competitiveness Act of 1988 as a country
with inadequate legisiation for intellectual property rights, see
USITC, Operation of the Trade Agreements Program, 41st Repor,
1989, U publication 2317, September 1990, p. 113.

505 For an analysis of U.S. concems, see Ul , Operation of
the Trade Agemm Program, 41st Report, 1989, USITC
publication 2317, September 1990, p. 115.

507 Venezuela was a founding member of the Oil-Producing
"9% Exporting Countries (OPEC) cartel, which was created in
1961.
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GDP, over 50 percent of government revenues, and
about 80 percent of export earnings.5%8 A lame-duck
government failed to cut government spending after
world oil prices started declining in the late 1980s and
government revenue began shrinking.5% By 1988, Ve-
nezuela had entered a severe recession punctuated with
an unprecedented civil unrest.510

In 1988, Venezuela registered its first trade deficit
in over ten years.5!! Venezuela ranked 23rd as a market
for U.S. exports and 14th as a source of imports in
1990. The United States recorded a $6.1 billion trade
deficit with Venezuela in 1990, versus a $3.6 billion
deficit in 1989 and a $600 million deficit in 1988.
Manufactured goods constituted over 75 percent of
U.S. exports to Venezuela in 1990, while fuels and raw
materials, primarily petroleum, constituted over 91 per-
cent of U.S. imports.512 U.S. trade concems focus on
Venezuela’s inadequate intellectual property rights pro-
tection and enforcement.5!3 U.S. antidumping orders
Knggsed against Venezuelan imports are listed in table

Production and Trade

Latin America’s trade with the world

For Latin America as a whole, services (commerce,
finance, public administration, transport, and commu-
nications) accounted for over 50 percent of the region’s
GDP in the 1980s, while industry and agriculture ac-
counted for 34 percent and over 12 percent, respective-
ly.514 On a cumulative basis, Latin America’s agricul-
tural sector expanded by nearly 2 percent during the
1980s, making it the region’s fastest-growing sector,
followed by the services sector, which expanded by 1.4
percent, and the industrial sector, which expanded by
only 0.4 percent.515

Accounting for 22.3 percent of regional GDP, man-
ufacturing was the largest single sector in Latin Ameri-
ca in the 1980s.516 However, the manufacturing sector
grew by only 0.5 percent in the 1980s compared with
over 6 percent growth in the 1960s and in the

S8 United States Embassy Caracas, Foreign Economic Trends
and their Implications for the United States, June 1989.
309 JTADB, Economic and Social Progress in Latin America,

1983 Report p. 446

510 « ezuela: Rioting All the Way to the Bank,” The
Economist, March 11, 1989, p. 43.

U JADB, Economic and Social Progress in Latin America,
1985%56;’:.". p- 487, uble D-2.

including: CEPAL, “Pr 5 y
Social Progress in Latin America, 1989 Report; IMF, World
Economic Outlook; U.S. Embassy, Caracas, Foreign Economic
Trends and Their Implications for the United States, June 1989,
p. 2; USITC, Chartbook: Compasition of U.S. Merchandise Trade,
112986-901. 91;13:& 1991; and World Bank, World Development
eport, X
313 Kurt Wrobel, “Secretary Mosbacher Leads Mission to
l\:epemeh; Emphasis B:n Private Sector and MBuku Reforms
omutol‘mmn;’ siness Opportunities,” Business America,
Feb. 25, 1991, E‘::. 3.
314 TADB, Economic and Social Progress in Latin America,
Iwgukﬁn. p. 11, table II4.

516 Thid.
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1970s.5!7 Brazil and Mexico are by far the region’s
largest manufacturers, accounting for 42.5 percent and
22 percent, respectively, of total value added by man-
ufacturing in all of Latin America. Argentina, Vene-
zuela, and Colorsnbia are Latin America’s next largest
manu|

Primary commodities (excluding minerals and met-
als), while accounting for only 11.2 percent of regional
GDP;3!9 are Latin America’s largest foreign exchange
eamers.520 Overall regional agricultural output is
strongly influenced by Brazil and Mexico—the two
largest agricultural exporters. Brazil accounts for 34.5
percent of Latin America’s total value added by a§n'-
culture, while Mexico accounts for 16.5 percent.’2!
Argentina and Colombia are Latin America’s next larg-
est agricultural producers, accounting for 11.5 percent
and 10.2 percent of value added by agriculture, respec-
tively.522

Commerce, including wholesale and retail trade,
accounted for over 17 t of Latin America’s over-
all GDP in the 1980s.°~> Mexico accounted for 35 per-
cent of Latin America’s total value added bg com-
merce, while Brazil accounted for 30 percent.’?* Fi-
nancial services accounted for over 12 percent of Latin
America’s GDP in the 1980s.525 Brazil accounted for
over 48 percent of total value added by financial ser-
vices, and Mexico accounted for nearly 17 percent.526

Trade with the United States

In 1990, Latin America’s importance to U.S. trade
remained relatively minor. The region’s standing as a
U.S. trading partner changed little during the past de-
cade. The entire Latin American region ranked Sth as a
source of U.S. imsggns in 1990,527 and 4th as a market
for U.S. exports.

Manufactured goods form the largest portion of
U.S. imports from all of Latin America; however, when
data on Mexico are excluded, fuel and raw materials
are the largest single category of U.S. imports from the
region.529 Mexico is by far Latin America’s largest ex-
porter of food to the United States, with exports in this
group valued at $2.8 billion, or 9.6 percent of all Mexi-
can exports to the United States, in 1990. Brazil is the
region’s second largest food-exporter to the United
States with food exports valued at $1.6 billion, or 20.8

517 Thid., p. 30, table IV-2.

518 Data is for 1988. Ibid., p. 468, table B-9.

519 hid., p 11, table II-4.
ubl-":’lglald Bank, World Development Report 1990, p. 209,
521 Data is for 1988. Ibid., p. 467, 1able B-7.
52 1hid.

523 Thid,, p. 11, table I4.

524 Data is for 1988. Ibid., p. 469, table B-12.

525 Thid., p. 11, table II-4.

526 Thid., p. 470, table B-14.

521 Latin America ranked behind the Pacific Rim countries,
Canada, the EC, and Japan.

52 Latin America ranked behind the EC, Canada, and the
Pacific Rim countries.

52 Excluding the Mexico data underscores the significance of
the large volume of U.S. imports of finished and semifinished
goods produced by Mexico'’s maquiladoras.




Table 2

U.S. trade with the Worid and with Latin America (all countries), 1986-80

(Billions of dollars)
1986 1987 1988 1989 1990
World ... ... 216.6 2439 310.3 3494 3745
Latin America ....................iuan. 33.7 42.2 47.5 523
Latin America as
a%ofworldtade ...................... 138 138 136 13.6 14.0
Imports
World ... 368.7 402.1 437.1 468.0 490.5
Latin America ............................. 415 456 498 56.3 624
Latin America as
a%ofwoddtade ...................... 1.2 13 114 12.0 12.7
Balance
World ... e -152.1 -158.2 -126.8 -118.6 -116.0
Latin America ......................c.ouan.. -116 -119 -75 -88 -10.1
Source: U.S. Department of Commerce, Intemational Trade Administration.
Table 3
U.S. trade with Latin America (all countries), 1986-60
(Billions of dolars)
1986 1987 1988 1989 1990
m' .................................. 299 337 4.2 475 523
Manufactured goods . . ..................... 226 255 323 359 3
Fuel and raw materials . ................... 3.1 38 4.0 4.4 45
FOOd ... .ot e 3.1 29 40 4.6 .6
Imports . ........ ... . ... .. iiiiiiiail.. 415 456 498 56.3 624
including:
Manufactured goods ....................... 17.6 213 269 206 309
Fuel and raw materials .................... 12.7 138 125 15.9 20.1
.................................... 9.5 8.8 8.5 8.7 9.2

Source: U.S. Department of Commerce, intermnational Trade Administration.

percent of its exports to the United States in 1990. Ve-
nezuela is by far Latin America’s largest exporter of
fuel and raw materials (primarily petroleum) to the
United States, with exports valued over $8.3 billion,
nearly 92 percent of all of Venezuela’s U.S. exports, in
1990. Mexico is the region’s second largest fuel and
raw materials exporter to the United States with ex-
ports in this category valued at $6.0 billion, over 20
percent of that country’s total U.S. exports, in 1990.
Colombia, Latin America’s third largest fuel and raw
materials exporter to the United States, had exports in
this category valued at $1.9 billion, almost 61 percent
of total U.S. exports, in 1990. Despite slower economic
growth in the United States and in most Latin Ameri-
can countries in 1990, U.S.-Latin trade increased as
more Latin American countries initiated trade liberaliz-
ing reforms.530

530 See discussion below on trade liberalization in Latin
America. )

Trade Reforms in Latin America

By 1990, after a decade of economic reversals, Lat-
in America’s six largest economies had installed demo-
cratically elected and reform-minded govemments.
Colombm’31 and Chile32 made significant progress
toward building open, market-oriented economies dur-
ing the 1980s and continued to improve upon their
free-market policies in 1990. Mexico’s Salinas govern-
ment accelerated reforms that were begun by the prior

”‘Colomhaulheonlyhrgehnnknencmeamuytha
thmhundul980:Wilham Tre Pramess of Policy ok
son, rogress icy orm
mlaunAmmwp
AﬁerovatluwmgmegmnmodevadotAlleudem
1973, Chile's ruling military junta attempted to enact an economic
restructuring program in favor of private enterprise and free
muketpmapals durmg 1973-81. Reforms implemented during
this period included: abolition of pervasive wage and price
controls, privatization of more than 200 companies taken over by
Allende, and reduction of tariffs from 1973 average of 100
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administration dating to the mid-1980s.533 Argentina
and Venezuela announced economic and trade liberal-
ization measures in 1989, while Brazil’s sweeping eco-
nomic reform program was announced in 1990.

Trade-related reforms to open their economies to
international market forces included the following: (1)
privatization®34 of state-run enterprises with accompa-
nying deregulation and liberalization to encourage for-
eign investment; (2) tariff reductions; (3) progress to-
ward enacting legislation protecting international prop-
erty rights; and (4) exchange rate reforms. The follow-
ing section discusses these measures with respect to
Argentina, Chile, Colombia, and Venezuela. For a more
detailed analysis of the economic reforms and trade lib-
eralization measures in Brazil and Mexico, see the dis-
cussions on these two countries in chapter 4.

Argentina

The government of Carlos Menem, which assumed
office in July 1989, met numerous setbacks in reducing
inflation, igniting growth, and implementing economic
reforms during its first year in office. Nevertheless,
Buenos Aires implemented several economic and trade
policy reforms, which, by late 1990, appeared to be
helping to stabilize the economy. Following protracted
negotiations and bureaucratic miscues due to the lack
of a regulatory framework,535 Argentina successfully
transferred ownership of the state-run airline Aeroli-
neas Argentinas>36 and the state-owned telephone com-
pany Entel, 337 as well as of several other smaller state-
run enterprises, to private owners in 1990.538 Buenos
Aires plans to transfer the Buenos Aires electricity
company, the Buenos Aires port facilities, the national
gas company, the national water and sewage authority,
and the state steel company to private owners

532_Continued
&e:uto:ﬂamoflo by 1979. By 1982, however,
's economy was in a recession due to dedlining g
mameu(énle’cdngfexpmm)qdaﬁ::ngfom

Investment Liberalization Measures by Mexico and Pm;}md: Jor
Future United States-Mexican Relations, investigation No. 332
28233}ISITC publication 2275, April 1990. '
. Privatization refers to efforts to reduce the Federal or
1 el otls;!t"‘:i"hift’u".“me - .mdustnu 4

primary g privatization are to encourage i ries to

American Economy and Business, Janvary 1990, p. 1.
”‘Buenoc. Aires sold 85 percent of the airline ptothe%mnh’
carrier It del Sur group for $.
million in cash, $1.6 billion worth of Argentine dehmr.
$400 million in outstanding interest due on that debt. EIU,
Argentina: Country Report, No. 4, 1990, p. 11. .
’”Atgmﬁmdividedﬁnlelimotwose&me ies to
avoid creating a monopoly. A consortium led by the U.S. Bell
Admﬁccon;:‘pmylookoverﬁnthone.mdaeomoﬁlmhdby
Telefonica in received Entel Sur. EIU, Argentina: Country
Report, No. 4, 1990, PP 10-11. :
538 Mye, “Deregulation is Transforming the Argen-
tine Economy,” Business America, Feb. 11, 1991, p. 27.
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during 1991. The Menem administration began liberal-
izing Argentina’s foreign investment regime in Sep-
tember 1989 by eliminating performance requirements
and prior governmental approval in all sectors except
for banking and insurance, streamlining registration
procedures for foreign investors, and, in December
1989, eliminating controls on current and ca;ital trans-
actions in the foreign exchange market.53® By late
1990, Buenos Aires was considering new regulations to
provide forse“l&n pharmaceutical companies with patent

.

protection

Argentina also took steps to reduce or eliminate
barriers to trade. Buenos Aires suspended duties on
agricultural, livestock, and food imports for 180 days
beginning February 1990,541 permanently reduced du-
ties on a variety of imported food products from 13 to
24 percent to 5 percent in August 1990,542 reduced
specific duties on many electronics beginning Decem-
ber 1990,543 and committed itself to review the specific
duties every 180 days with a view toward eliminating
or significantly reducing them.>44 In April 1991,
Buenos Aires removed tariffs from raw material im-
ports and reduced tariffs on intermediate goods and fin-
ished products, which had ranged from 1 to 100 percent
to 11 and 22 percent, respectively.545 Overall tariffs
were reduced from 28 percent in late 1989 to about 18
percent in 1990.546 Buenos Aires announced that ex-
port taxes on wheat, rye, barley, and oats would be re-
duced to encourage increased sowing during the plant-
ing season beginning in November. Export taxes on
soybeans, sunflowers, corn, and sorghum, ranging from
10 to 27 percent, were reduced by one-half in August
1990 to encourage farmers to increase sowing during
the planting season beginning in September. Similar re-
ductions in export taxes were made for wheat, rye,
barley, and oats.547

Chile

Chile’s economy has been open to foreign invest-
ment and trade since economic liberalization measures
were reintroduced in 1985. Chile’s 15 percent across-
the-board tariffs are among the lowest in Latin Ameri-
ca.548 Chile’s implementation of free-market economic
policies and successful transition to democratic govern-
ment in 1990 merited a visit by President Bush during
his five-nation Latin American trip in December 1990
and prompted some observers to conclude that the

5% Thid.

340 ETU, Argentina: Country Report, No. 4, 1990, p. 21.

541 “Limited Window of ity Opens in Argentina for
U.S. Foods,” AgExporter, May 1990, p. 16. :

: EIU, m”h‘dbu: %ueguhnonomwm' %‘o. :f 1990, p. 10.

ye, * ion is Transforming the Argen-

tine Economy,” Business America, Feb. 11, 1991, p. 26. Jgg
Barham, “Argentina to Extend Free Trade Policies Through Tariff
Mg"‘mﬁ':d. Financial Times, March 5, 1991.

345 “Argentina Cuts Tariffs; Changes Current Policy,” Journal
of Commerce, Apr. 2, 1991, p. 5A.
$46 The World Bank, Trends in Developing Economies 1990
(Wa%mml:c weina; Country Repont: No. 4, 1990, pp. 1718
, Argentina: Country Report, No. 4, , pp. 17—
”“U.S.anenCuﬂdGahMostFmQﬂngTnde
Pact,” Journal of Commerce, Jan. 4, 1991.




United States now “g‘uts Chile on the same (privileged)
footing as Mexico.”>49

Chile received $1.5 billion in new foreign invest-
ment in 1990.550 In October 1990, the U.S. Overseas
Private Investment Corporation (OPIC) resumed ex-
tending political risk insurance coverage for new in-
vestments in Chile.55! In recognition of Chile’s demo-
craticallyelected government’s demonstration that it
was not abusing labor rights, the United States rein-
stated Chile to the U.S. GSP program in February
1991.552 In January 1991, in a move to address U.S.
concerms about protection of intellectual property
rights, Chile enacted a law granting 15 g'ears patent
protection for most intellectual property.553

Colombia
Colombia’s economy remained export-oriented and

.open to foreign investors throughout the 1980s. Since
December 1990, Bogota has taken several steps to re-
duce tariff and nontariff barriers to further open the
economy to foreign investment and to streamline the
administrative procedures related to trade and foreign
investment.

In December 1990, Bogota eliminated “virtually
all” restrictions on imports and removed export re-
straints such as prior licensing.54 The International
Development Bank earmarked $2.5 billion in loans for
Colombia through 1993 in compensation for economic
dislocations stemming from the elimination of import
duties>5 During 1990, Bogota reduced Colombia’s
tariffs from an average of 32 percent to 22 percent.556
In December 1990, Colombia initiated a phased tariff-
reduction scheme in which average tariffs will be re-
duced to 15 percent by 1994557 Bogota created a For-

349 “Aylwin Secures His Own U.S. Trade Deal,” Latin
American Weekly Rffa" Dec. 20, 1990, p. 2.

350 Canada, the United Kingdom, and the United States were

investors with $490 million, $226 million, and $220 million
of new funds i invested into Chile during the year.
Corporacion de Fomento de la Produccion (CORFO), “Foreign
Investments Post Record in 1990,” Chile Economic Report,
January 1991, p. 4. :

351°Chile was suspended from U.S. OPIC programs in 1988
because dsl;.ost. focneems ovI:r worker ng#s.h‘:(;w P’gliciet Make

for Foreign Investment,” Washington Report on
Latin America & the Caribbean, Oct. 9, 1990, p. 1. See also
“Statement By Press Secretary Fitzwater on President Bush's
Meeting With President Patricio Aylwin Azocar of Chile,” Weekly
Cot;gilalion of Presidential Documents, Oct. 2, 1990, p. 1508.
Presidential Proclamations 6244 and 6245, Feb. 4, 1991,
F.\bliMinSGRR. 121, Feb. 11, 1991. Chile had been removed
rom the list of GSP beneficiaries in February 1988. See USITC,
Operation of the Trade Agreements Program, 40th Report, 1988,
USITC publication 2208, July 1989, p. 154. For additional
information on Chile's readmission to the U.S. GSP program, see
discussion of the GSP in chapter 5. .

533 “Chile: New Patent Law 'Inadequate’ Says U.S. Drug
Industry Association,” Washington Report on Latin America and
the Caribbean, Feb. 12, 1991, p. 17.

55 Colombian Information ice, Colombian Center, “New
Economic Measures Implemented,” Colombia Today, vol. 25, no.
6, 1990-91, &S.

555 See “Colombia: The Govemment Goes the Whole Hog,”
I.au's;’t‘ All;encm Economy and Business, December 1990, p. 8.

id.

557 Thid.

eign Trade ministry in January 1991 to coordinate the
functions of existing foreign trade bodies as well as a

- newlycreated Export-Import Bank.558 In October 1990,

Colombia initiated legislation to grant nondiscrimina-
tory tax treatment to foreign investors.5>® This legisla-
tion was approved in December 1990, as were changes
in financial laws permitting investors to repatriate prof-
its 5%{) up to 100 percent of their invested capital annual-
ly.

Venezuela
Since Venezuelan President Carlos Andres Perez

-~ took office in February 1989, Venezuela has eliminated

most quantitative restrictions on manufactured imports
and has begun a similar liberalization on agricultural
goods. Venezuela also is implementing a phased reduc-
tion of the top tariff rate to 20 percent by 1993.56! Ve-
nezuela announced its intention to privatize 70 state-
owned enterprises in June 1990,562 including plans to
sell the telephone company, the ports, two airlines, sev-
eral state-owned hotels and banks, and a number of sta-
te-controlled industries including a steel plant, cement
companies, and dairy firms,563

Since February 1989, Venezuela has permitted for-
eigners to hold 100 percent equity in companies in
most sectors of the economy, eliminated restrictions on
the remittance of earnings and capital abroad through
the free foreign exchange market; and eliminated most
requirements for prior approval for foreign invest-

‘ment.564 Although Venezuela continues to restrict for-

eign investment in the oil and gas, financial, and ser-
vices sectors, the need for new capital, however, may
force Venezuela to open these sectors to foreign invest-
ment.55 During 1991, the Venezuelan Congress is
scheduled to consider legislation to allow the first for-
eign investment in the oil and gas sector since foreign
oil companies were nationalized in 1976 (Venezuela’s
oil and gas sector development plans call for invest-
ments of nearly $21 billion over the 1990-95 peri-
0d).5%6 Caracas continues to limit foreign banks and
insurance companies to less than 20 percent equity par-
ticipation in the financial sector as well as in other pro-
fessional services.567 Foreign investors in Venezuela
still face a 60 percent corporate income and dividends
remittance tax, with even higher rates set for investors
in the mining and oil and gas sectors.568

558 Tbid,

5% “Colombia President Pushes New Foreign Investment
Incentives,” Washington Report on Latin America and the
Caribbean, Nov. 9, 1990, p. 3.

560 Colombian, “New &onanic Measures Implemented.”

561 Kurt Wrobel, “Secretary Mosbacher Leads Mission to
k szmg B‘m Pﬁv‘gppomm:leg B oy

ints to i usiness ities,” Business America,
W 32'Secremy Mosbacher Leads Mis:

“ osbacher Leads Mission to
Venezuela,” p. 33.

563 “Venezuela: Tomorrow They Will Agree,” The Economist,
June 23, 1990.

364 For a more detailed discussion of Venezuela’s foreign
investment related reforms, see Wrobel, “Secretary Mosbacher
I&a’% bnﬁ‘_;sim to Venezuela,” p. 32.
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Regional Economic Integration

Related to the trade reforms individual countries
pursued, most Latin American countries showed re-
newed interest in opening up their economies to for-
eign trade and in pursuing regional approaches to their
common economic problems in 1990. Motivated per-
haps by the approaching deadline for the implementa-
tion of a single market in Western Europe under the
EC’s 1992 program, the delayed conclusion of the
GATT Uruguay Round, 5% and the U.S.-proposed trade
initiatives with the region, 57 most Latin American
countries engaged in some level of planning for or im-
plementatiing a regional trade liberalization. Three of
these schemes, the Argentina-Brazil economic integra-
tion plan, the southern cone common market, and the
Andean Group’s common market plan, are discussed
below.

On July 6, 1990, the Presidents of Argentina and
Brazil signed the “Act of Buenos Aires,™’! an agree-
ment to accelerate economic integration between the
two countries.’’2 They advanced the date for the es-
tablishment of a bilateral common market to the end of
l994mdcrwtedabilatemlworking&ouptocoordi-
nate macroeconomic policy until then.”’> Paraguay and
Uruguay, whose small economies are closely linked to
the economies of their larger neighbors, sought formal
inclusion into the Argentina-Brazil bilateral agreement
in late 1990.574 On March 26, 1991, the four countries
signed an agreement to jointly establish a southem
cone common market3’> by the end of 1994.576

The Andean Group’”’ already had freed some
3,000 items from tariffs for intraregional trade. While a

canmonexmnltaﬁff.oneofmegroup’spnn?%
goals, has not been implemented, nearly 75 percent:

of officially registered intraregional trade is duty
free 57 At the Andean Group’s November 1990 sum-

5® See discussion of the GATT carlier in this chapter.

5™ See discussion of the U.S.~proposed trade initiatives for
Latin America below.

Snys. of State Telegram, June 22, 1990,
Brasilia, Message No. 06878.

572 Argentina and Brazil signed their first bilateral economic
integration agreement in 1986. This entailed the
signature of covering trade m specific items, such as
food crops, capital goods, and automobiles, and promised to lead
Y R T

, Argentina port, No. 4, X X

““msmc:mw’c’mmwwmmfw
Towards a Common Market,” Latin American Weekly Report,
Nwsz’s22.l990.p.l.

MF.s!;‘COSULinPonuguue. T
“Latin American Integration: Getting Together,” The
Economist, Mar. 30, 1991, p. 41.

577 The Andean Group's origi ivi
Colombia, Chile, Ecuador, and Discussions about an
Andean common market date to 1967, although the agreement
creating the g was not signed until 1969. Venczuela joined
the group in 1973. Chile withdrew in 1977 to pursue an indepen-
dent course in its economic policies.

578 : Two Speed March to Common Market,”
Latin American Weekly Report, Dec. 13, 1990, p. 2.

L jonal trade, however, is a small ion of
member’s total trade. Furthermore, the problem atehtivel%
small internal market is exacerbated by the region’s large
of trade in contraband.
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mit, members agreed®0 to accelerate targeted deadline
for the establishment of a regional FTA, with free trade
to begin by 1992581 and a common external tariff to be
implemented by the end of 1993.582

U.S. Economic Initiatives in Latin America

The primary thrust of U.S. trade policy is in the use
of multilateral discussions and fora such asdGl.:;:;l'I‘,l the
Organization for Economic Cooperation and Develop-
ment, 383 and the United Nations Conference on Trade
and Development® to promote free, rules-based trade.
The United States also has pursued trade promotion
and international economic cooperation through re-
gional and bilateral trade initiatives. In 1990, against
the background of economic liberalization in Latin
America, the United States proposed three new
U.S.-Latin American economic initiatives: a proposed
FTA with Mexico,385 the Enterprise for the Americas
Initiative, and the Andean Trade Preference Act of
1990.

U.S.-Mexico Free-Trade AreaS86

U.S. authorities and academicians have been specu-
lating about the possibility of a free-trade agreement
with Mexico since the early 1980s. Despite longstand-
ing Mexican opposition to an FTA with the United
States,387 in June 1990 the Presidents of Mexico and of
the United States strongly endorsed the goal of a com-
prehensive free-trade agreement between the United
States and Mexico.58 On September 25, 1990, Presi-
dent Bush formally requested Congress to allow the use

58 “Andean : Two-Speed March.”
581 Ecuador, pl that its industries will not be able to
compete by the time of these revised deadlines, will abide by the
ignal dates set in 1989.
Bolivia is to the common extemal tariff in 1995.
583 See discussion of the OECD in chapter 3.
584 See discussion of UNCTAD in 3
S85For additional information on 's participation in a
North Ametimc:!':.seethediswssimd U.S.-Mexi-
co Adevdgmmuin .
58 The U.S.-Mexico Free Trade Area negotiations are
discussed in greater detail in ch. 5. :
587 Mexico's resistance had been largely based on the

t that the ing Mexican economy needed protection
against the direct ion for goods and capital from its

ight deflect U.S. trade and investment interests away
from its southemn neighbors. Magda Komis, “Mexico Ponders Its
Intemational Trade Strategy,” USITC International Economic
Review, June Iulm. &‘.; :
588 “Mexico-Uni Joint Statement on Negotiation of a
F;eo'l'uc;e g\g:eemem," June 11, 1990, Presidential Documents,
1990, p. 933.



of the fast-track procedure for negotiating an FTA with
Mexico and to explore the possibilities of Canada’$?
joining an agreement.

Exploration of a U.S.-Mexican FTA was made pos-
sible by the significant steps toward trade liberalization
and the reduction of trade barriers the Mexican Gov-
emment already has undertaken. Mexico has lowered
its tariffs from an average of almost 30 percent in 1985
to about 11 percent in 1989, versus the 4 percent aver-
age tariff that the United States has on imports from
Mexico.5% An FTA would eventually bring both num-
bers to zero on U.S.-Mexican trade and would elimi-
nate many nontariff measures.*!

Enterprise for the Americas Initiative

On June 27, 1990, President Bush formally an-

nounced the Enterprise for the Americas Initiative
92 in response to the needs for economic assis-

tance expressed by the presidents of Bolivia, Colombia,
and Peru during their February 1990 meeting with
President Bush in Cartagena, Colombia.®3 The three
key objectives of the EAI, are (1) expanded trade
among countries in the hemisphere, with the long-term
objective of “a hemispheric free trade zone from Alas-
ka to Argentina”; (2) investment promotion and sup-
port for economic reforms that encourage private in-
vestment; and (3) debt relief for Latin American and
Caribbean countries.5%4

As a first step in the direction of realizing the ob-
jectives of the EAI, the United States stated its inten-
tion to sign bilateral framework agreements®®® with
any interested country or group of countries in the re-
gion.3% The United States signed bilateral EAI frame-
work agreements with Bolivia, Chile, Colombi% Costa
Rica, Ecuador, and Honduras in 1990.57 59 The
United States also began negotiations bilaterally with
Venezuela, Nicaragua, and Peru, and, multilaterall
with Argentina, Brazil, Uruguay, and Paraguay.’%

5% For more information on the FTA between the United
States and Canada, which entered into effect in 1989, see USITC,
Operation of the Trade Agreements 41t R 1989,
SITC ication 2317, September 1990, pp. 99-103. See also
discussion of Canada in ch. 4.

5% USITC, Review of Trade and Investment Liberalization
Measures by Mexico and P, for Future United States-Mex-
ican Relations, investigation No. 332 282, USITC publication

2275, April 1990, pp. 4 3 44
51 1 omomic Roport of.hth':'fumw 1991, p. 253.

592 “Remarks Annamu$ Enterprise for the Amencas
Initiative,” June 27, 1990, eekl; Compilation of Presidential
Documents, 1990, pp. 1009-1013.

593 “Declaration of Cantagena,” Feb. 15, 1990, Presidential
Doqsl"‘um. 1990, pp_-r 248-254. he for the

“Remarks on Transmitting the Enterprise for the Americas
Initiative Act of 1990, Presidential Documents, Sept. 14, 1990,

pp- 1370-1371.
595 Congressional action was not required for the framework
m“MWF&TﬂefmﬁeMm."
Action, November 1990, p. 3.
zﬁmkw of the President, February 1991, p. 255.

5% The United States signed a framework t on trade
and investment with Mexico in 1987. See U, Operation of
the Trade Ainmm Program, 40th Report, 1988, USITC
publication , 1989, p. 118.

5% Economic Report of the President, February 1991, p. 255.

El Salvador, Guatemala, Panama, Jamaica, and several
other Caribbean countries are among the candidates for
future agreements.%0! “The next step is the negotiation
of free-trade agreements with individual countries and
groups of countries.”®2 Chile has expressed a strong
interest in pursuing a free-trade agreement with the
United States.53

On September 14, 1990, President Bush sent a leg-
islative proposal to Congress to implement the invest-
ment and debt portions of the initiative. Specific provi-
sions in this proposed legislation included the follow-
ing:: (1) U.S. contributions of $100 million annually
over 5 years to a multilateral fund, managed by the In-
ter-American Development Bank (IDB), to provide
grant aid to support economic reforms; (2) establish-
ment of an IDB investment sector lending program to
support investment reforms; (3) creation of the Enter-
prise for the Americas Facility (EAF) within the U.S.
Treasury Department to e debt reduction opera-
tions for eligible countries;*** (4) reduction of U.S.
Agency for Intemnational Development and PL. 480
(the U.S. Food for Peace program) debt obligations; 5%
(S) sale, reduction, or cancellation of U.S. Export-Im-
port Bank loansS% and of assets acquired under the
Credit Corporation Charter Act (CCC) for eligible
countries pursuing debt-for-equit; or debt-for-na-
tureS08 swaps; and (6) allowing eligible countries to

60 Argentina, Brazil, Paraguay, and Uruguay decided to
iste an EAI framework agreement multilaterally with

southern cone regional common market by 1995. See U.S.
of State Telegram, Nov. 15, 1990, Montevideo,
Message No. 05741.

m&mm ic Report of the President, February 1991, p. 255.

603 Thid.

604 To be eligible for debt reduction, Latin American and
Caribbean countries must (1) have an IMF/World Bank economic
reform program in effect; (2) have in place major investment
reforms or otherwise be i ienting an open investment regime;
and (3) have negotiated a satisfactory financing program with

' Wlm'e.H : debé:nddeb:hsegeewf t'hif
appropriate. “White House eet on the Enterprise for the
Amenicas Initiative Act of 1990,” Presidential Documents, Sept.
14, 1990, p. 1375.

605 Decisions

on the extent of debt reduction on these
obligations are to be made through an interagency process chaired
by the Secretary of the Treasury.

605 | oans granted under the Export Import Bank Act of 1945,

E e -
or swaps are armangements in which a i
converts orall of a ’s foreign debt (or sells the debt
10 a third party who converts debt) into an equity investment
in the capital assets of the debtor country. These arrangements
allow creditors to exchange value impaired or orming
loans for equity investments while allowing debtor nations to stop
debt—service on the loan, which then becomes a long-term
investment.

608 Detx—for-nature swaps are arrangements in which an
indebted country establishes a local-currency fund to finance an
environmental conservation ram in exchange for the cancella-
tion of a portion of the country’s foreign debt. Private donors or
bilateral aid agencies provide all or a portion of the funds needed
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make interest payments on new obligations resulting
from debt reduction in local currencies, with the pay-
ments to be used to sg&port environmental programs in
the debtor countries.

On October 22, 1990, the United States House of
Representatives passed a bill! incorporating the pro-
posed EAI’s provisions for tariff cuts, multilateral aid
programs and debt forgiveness of certain U.S. govern-
ment loans but without the trade provisions and provi-
sions for the establishment of an IADB-managed multi-
lateral investment fund.5!! Because the Senate failed to
approve similar legislation during the 1990 congressio-
nal session, the EAI legislation was not enacted. On
November 20, 1990, President Bush signed into legis-
lation a Senate bill%12 containing some of the provi-
sions of the EAI This bill authorized the EAI’s provi-
sions for the establishment and operation of the EAF
and the reduction of PL. 480 loans to eligible Latin
American countries. On February 26, 1991, President
Bush submitted to Congress new EAI implementation
legislation 613
Andean Regional Trade Initiative

On November 1, 1989, President Bush announced
the results of an interagency effort aimed at developing
a package of trade initiatives designed to contribute to
the U.S. administration’s war on illicit drugs.5!4 One
element of the proposed trade package included an of-
fer to the governments of Andean countries—Bolivia,
Colombia, Ecuador, and Peru—to submit new petitions

to request the addition of to the U.S. General-
ized System of Preferences (GSP).5!5 President

S®_Continued
Debtors benefit in several respects: (1) the debt is shifted from
commercial bank creditors to more concession-minded creditors;
(Z)ﬂlepti;c-ilpdduonthedebtisudwed;(s)debtmviweis
made in currency; and (4) debt service is used for environ-
mental conservation-in the debtor country.

60 “Remarks on Transmitting the Enterprise for the Americas
Initiative Act of 1990,” Presidential Documents, Sept. 14, 1990,

1370-1371. More detailed information is provided in “White
ouse Fact Sheet on the Enterprise for the Americas Initiative
Act gﬁ%g;al’mdemul Documents, Sepr. 14, 1990,
m -

619 HR. 5855 contained the legislation for the Enterprise for

5552) coriining the provisions for the AT . the roni

combining the isions for the provisions -
for the Caribbean Regional Development Act. Congressional
Record, vol. 136, no. 145 Part 11, p. 11481.

11 Congressional Record, vol. 136, no. 145, Part I,
pp- 11475-11479.

612 The Food, Agriculture, Conservation, and Trade Act of
1990, S 2830, which became Public Law 101-624.

613 “Message to the Congress Transmitting the Enterprise for
the Americas Initiative Act of 1991," Presidential Documents,
Feb. 26, 1991, pp. 217-219.

614 “Statement on Andean Region Trade,” Presidential
Documents, Nov. 1, 1989, pp. 1659-1660.

615 Following a review by the U.S. Trade Policy Staff
Committee, which administers the U.S. GSP , President
Bush granted preferential trade treatment to 67 products from the

Bush met with the presidents of Bolivia, Colombia, and
Peru in Cartagena, Colombia on February 15, 1990. In
a jointlyissued declaration following the meeting, the
United States promised to cooperate with the Andean
countries “in a wide range of initiatives for develop-
ment, trade and investment” and to facilitate private
investment in the region.516 On July 23, 1990, Presi-
dent Bush announcedS!” that he would seek legislation
for limited-duration one-way trade preferences, based
on the Caribbean Basin Initiative legislation,5!8 for Bo-
livia, Colombia, Ecuador, and Peru. Legislation for the
proposed Andean Trade Preference Act of 1990 was
submitted to Congress on October 5, 1990.519 This leg-
islation did not reach congressional committee discus-
sion before the yearend recess of the 101st Con-
gress.520 Similar legislation, the Andean Trade Initia-
tive Act (ATIA), was reintroduced to the Congress62!
on January 29, 1991.62 Key provisions of the pro-
posed 1991 ATIA legislation include the following: (1)
a ten-year"3 tariff preference regime for certain ar-
ticles from designated beneficiary countries; (2) provi-
sions for eligible articles, including reductions in rates
of duty on leather apparel, work gloves, and flat goods,
consistent with 1990 Caribbean Basin Economic Re-
covery Act legislation (CBERA)S24; (3) a provision
that, to be eligible for duty-free treatment, at least 35
perceat of the cost or value of an article produced in an
ATIA beneficiary country must be attributable to direct
costs or ing in one or more countries qualifying
for ATIA or CBERA benefits; and (4) rules of origin,
and provisions for revised rules of origin, consistent
with 1990 CBERA legislation.

S15_Continued
Andmm.hamdmﬂeddiswssionoflhisptd -
tial U.S. GSP treatment for Andean products, see discussion of
the U.S. GSP in ch. 5 below.

616 “Declaration of Cartagena,” Presidential Documents,

Feb. 15, 1990, pp. 248-254.

617 “Remarks Following Discussions with President Rodrigo
Borja Cevallos of Ecuador,” Presidential Documents, July 23,
1990 z 1140-1143.

Ex::m”::a;fzgg g:ngteu ed : m'c

i X the i to “review
the merits of extending the Md'il?(g)f the Caribbean Basin
Economic Recovery Act to the Andean region.” See discussion of
the Basin Economic Recovery ion Act of 1990
in ch. 5 below.

619 “Remarks on Transmitting the Andean Trade Preference
Act of 1990,” Presidential Documents, Oct. S, 1990, p- 1529.

s W% Tr?e Initiative,” Latin American Caribbean
usiness tin, January February 1991, pp. 6-7.
mlm'odueeduH.R.éﬁlmdSﬂS.pp

622 “Dole Introduces Andean Initiative Bill With Caribbean
Twist,” Washington Report on Latin America and the Caribbean,
Feb. 12, 1991, p. 17.

62 This is a significant difference from the Caribbean Basin
onginally & 13- yecr propoam sehcted o e B s

a to in ,
was extended i by the Caribbean Basin Economic
Expansion Act. See discussion of the expanded CBERA in

dn&ts.
See discussion of CBERA in ch. §.




Chapter 2
The General Agreement on Tariffs
and Trade and the Tokyo Round
Agreements

Regular GATT Activities and
Work of Committees

Standing committees and bodies carried out a
regular schedule of GATT activities outside the Uru-
guay Round during the first half of 1990 but slowed
this pace in the latter half of the year as more energy
was devoted to concluding the Round.! Members be-
gan fewer new dispute-settlement issues than in other
years, although cases under way continued. Negoti-
ations with new applicants for membership were im-
portant so that new members might participate in the
conclusion of the Round. Individual tariff changes
continued to be negotiated under article XXVIII, out-
side the events in the Uruguay Round. Additional
signatories were reviewed under the Trade Policy Re-
view Mechanism (TPRM), begun as part of the
Mid-Term Review Agreements of the Uruguay
Round. Figure 2 presents the organizational structure
of the GATT.

GATT Ministerial

The 46th session of the Contracting Parties to the
GATT met in Geneva December 12-13, 1990. The
session took place just following the suspension of
the ministerial confenence of the Uruguay Round in
Brussels the week before.2 The yearend session was
devoted to the customary review of GATT standing
bodies. These included the Council of Representa-
tives, the Committee on Trade and Development, and
the various committees that oversee the Tokyo Round
Agreements. In some cases, subjects addressed by
standing committees have been taken up in Uruguay
Round negotiating groups, such as agriculture or tar-
iffs.3 Sumlarl the Consultative Group of 18
(CG-18),4 wluch opexatas like a steering committee

! Office of the United States Trade Representative, 1997
Trade Policy Agenda and 1990 Annual Report of the President
of the United States on the Trade Agreements Program, 1991,

42,
P4 2 GATT, GAITFocu:.No 77, December 1990, pp. 1, 5
3Asu;s;,h. Coml:‘:meeonTnde
met since 1987 when the Negotiating Group on A%nculmre
took up its area of negotiation. U.S. Intemational Trade
Commission, Operation of the Trade Agreements Program

(OTAP), 41st Report 1989, USITC 231
1990, p. 38. The Commitiee on T Wm
once in 1990, due to the heavy demands on it in the

Uruguay Round negotiations. GATT, GATT Focus, No. 76,
N"lhbe“ClG”l%p's. high-level officials responsible f

-18 comprises high- or
thwewnuysmdepohcxu Its mem! consists of both
membcnlomﬂectthevaned

fonnedml975 lndmdepummmtmlm to provide for

for the GATT, has not met since 1988, because its
function is supplanted for the moment by the Uru-
guay Round negotiations.5

While expressing members’ sense of “collective
frustration and lost opportunity” over the outcome of
the Brussels conference, the chairman of the contract-
ing parties session called for new eﬁ‘orts 0 success-
fully conclude the Uruguay Round.5 He highlighted
three areas of GATT work in 1990, independent of
the Round, that reflected members’ determination to
support the multilateral trading system that the GATT
represents.

o The four GATT accessions in 1990, and the
working parties examining yet additional ac-
cessions, as well as many countries, such as
in Eastern Europe, moving toward economic
reforms compatible with the GATT multilat-
eral system.

o The continued use of the GATT dis-
pute-settlement procedures, indicating mem-
bers’ support for resolving issues through
the multilateral process.

e The provisional Trade Policy Review Mech-
anism that clearly shows members’ desire to
improve the mulnlatetal functioning of the
GATT system.”

Council of Representatives

The chairman of the Council of Representatives
noted that the work of the Council had continued un-
abated during 1990 despite the acceleration of negoti-
ations in the Uruguay Round. He pointed out several
issues for the Council to consider in 1991:

¢ How to prevent waivers from becoming qua-
si-automatic while still allowing for circum-
stances where genuine policy needs require
them;

e How to improve the biennial reporting of de-
velopments in regional agreements, such as
customs unions and free-trade areas, which
have not been followed regularly;

e How to improve derestriction of GATT docu-
ments with the increased interest in GATT ac-
tivities among press, business, and the general
public.®

4—Consinued
frank and specific discussion among policymakers of formative
trade pohcy issues. GATT, GATI' Activities 1985, Geneva, June

1986
Sl'I‘C. OTAP, 41st Rscgon 1989, USITC publication
2317 S%.anher 1990, p
6 GA’ GATl'Focu.v. No. 77, December 1990, l S
-Sixth Session of the Ccmnmng

pteuleleue No. 1498, Dec. 14, 1990.
8 GATT, GATT Focus, No. 77, December 1990, p. 5.
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Figure 2
Organizational structure of the GATT

Contracting Parties I

Committee on Trade and
Development

Sub-Committee on Trade of Least-
Developed Countries
L Sub-Committee on
Protective Measures

Council of Representatives I

Committees Established under
Standing Bodies of the GATT Certain Arrangements
[ Committee of Participating Countries
Consultative Group of Eighteen (Protocol relating to trade negoti-
ations among develo| countries
Textiles Commitee

Committee on Balance-of-Payments
_ Restrictions

Committee on Budget, Finance and
Administration
Committee on Tariff Concessions I—

Sub-Committee on Adjustment

Technical Sub-Group on Adjustment

Committee on Safeguards | I

Technical Group on Quantitative
Restrictions and other Non-Tariff
Measures

Joint Advisory Group on the Interna-
tional Trade Centre UNCTAD/GATT

Source: The GATT.
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Committee on Tariff Concessions

The Committee on Tariff Concessions met only
once in 1990, in October, due to the pressing de-
mands of the Uruguay Round. However, a major
Committee role was foreseen once the Round’s nego-
tiations conclude, much as occurred following the To-
kyo Round.1® At the meeting, the Committee fo-
cused on implementing the new tariff nomenclature,
the Harmonized System (HS?.ll In 1990, several
countries requested waivers!? from their article II
(Schedules of Concessions) tariff obligations in order
to put the HS into effect immediately, with negoti-

ations under article XXVIII (Modification of Sched-

ules) to be conducted later, under supervision of the
Committee. The Committee also helps establish the
new HS schedules needed for annexation to tariff
protocols. ‘

The Committee noted at the meeting that several
countries had implemented the HS without following
established procedures and requested that they submit
the necessary documentation soon. Finally, the Com-
mittee reported that 64 of 99 GATT members had
adopted the system by 1990, including the United
States. This amount represented over 95 percent of
the total trade among the contracting parties.!3

Committee on Trade and Development

The Committee on Trade and Development
(CTD) is responsible for examining issues of interest
to developing-country signatories. Under its man-
date, the Committee monitors developments in inter-
national trade and reports on the effects of these de-
velopments on developing-country economies. The
Committee also oversees implementation of part IV
of the General Agreement, which pertains to trade
and development, and monitors the operation of the
“enabling clause,” encourages industrial countries to
provide special and differential treatment to develop-
ing countries.14

9 GATT, GATT Focus, No. 76, November 1990, p. 6.

‘°'I'lneommineewuemblishedin]muaryl9&)fonhtee
i purposes: (1) to keep GATT tariff schedules up to date,
E)tompetviulhe ing of tariff reductions of the Tokyo
RomdAgreanenls.md:g)toymvideafonnnfotdiswuhg
nﬁﬁ-rehledquesﬁons.‘meeanmineespentmso-ﬂwrying
out the ing requirements of the Tokyo Round negotiations.
SATT, GAIT Activities 1983, Geneva, June 1984, p. 14.

u y known as the Harmonized ity Descrip-
ion and Coding System, the HS was by the Customs
Cooperation Council (CCC) in Brussels to unify and standard-
zzynon:'mdnm;lusedmmc%nfm%ffumfed
or and statist purposes. acuvites are
liscussed in ch. 3 of thuis report.

e e s o o e St o cxended waives
:onceming the time or on o negotiations for
3angladesh, Brazil, Hungary, Indonesia, Israel, Mafnysi:,
“oancl of Represtmtaten Beport-on Worg S cls Sovny
p epresentatives, Report on Work Since the Forty-
7ifth Session, doc. No. 1L/6766, Nov. 22, 1990.

13 GATT, GATT Focus, No. 76, November 1990, p. 6.

14 Part IV of the General Agreement, added in 1965, and the
unblm‘gchme,"negouuedf i " upmoftheTokyob“l:omd
\greements, ide for industrial country mem! to give
rom erecting new ones to trade with developing countries.

" In June 1990, the Committee reviewed recent de-
velopments in the trading system, as well as in the
Uruguay Round, from the perspective of part IV of
the GATT and the enabling clause.!> In October, the
Committee continued this review and carried out a
comprehensive review of technical assistance pro-
vided by the GATT to develoPing countries since the
start of the Uruguay Round.!® The committee also
took up the work of the Sub-Committee on the Trade
of Least-Developed Countries!” and the annual report
of the Committee of Participating Countries in con-
nection with the Protocol Relating to Trade Negoti-
ations Among Developing Countries.!® The Techni-
cal Cooperation Programme of the GATT was con-
sidered very successful in providing many developing
countries with both technical and financial assistance
to participate in the Uruguay Round. A number of
countries expressed the hope that this aid would con-
tinue after the Round to help them analyze, assess,
and implement the results of the Round.!®

Committee on Balance-of-Payments
Restrictions

Although generally prohibited under the General
Agreement, temporary import restrictions may be
justified under certain articles in order to conserve
foreign exchange when facing balance-of-payments
difficulties. Countries using these exemptions, under
article X120 and XVIIL:B,2! must consult with the

14—Continwed
GATT, GATT Activities 1982, Geneva, April 1983, p. 42. The
“enabling clause™ permits developed country members of GATT
to give more favorable treatment only to developing countries,
and special treatment to the least developed countnes, despite
the most favored nation provisions of GATT article I. GATT,
GATT Activities 1979, Geneva, April 1980, p. 16. The “enab-
llé_ng clame”Tcnn be found in GATT, “Diﬁemtlia.l and Moreof

avourable Treatment, Reciprocity and Fuller am«g:?a ipation

Developing Countries, Decision of 28 November 1979
(1/49%?"' Basic Instruments and Selected Documents, supp. 26,
Geneva, March 1980, pp. 203-205.

1S GATT, Report of the Committee on Trade and Develop-
ment to the Contracting Parties, doc. No. L/6744, Oct. 22,

1990.

16 GATT, GATT Focs, No. 71, December 1990, p. 5.

17 The Subcommitice's terms of reference require it “to give
special attention to the particular situation and trade problems
of the least: among the developing countries . . . and
to keep under review the special treatment which could be
accorded these countries in the context of any general or

ific measures taken in favour of developing countries.”
ATT, GATT Activities 1981, Geneva, June 1982, p. 18.

“’l'bl’:uouﬂm ch:leteddilmymngﬂ.lug&isw
encourage the ex e of m antageous
conees';%m by ldennfymg complementary features in the
structure of trade and production of the developing-country
mfcipum. whether or not GATT signatories. The protocol has

natified by Bangladesh, Brazil, éh:.le, Egypt, India, Israel,
Korea, Mexico, Pakistan, Peru, Romania, Tunisia, Turkey,
Uruguay and Yugoslavia. Paraguay and the Philippines have
signed the protocol, pending national ratification. GATT, GATT
Activities 1989, Geneva, June 1990, p. 135. 'l:lfc ﬂ?mm of
Participating Countries signatories e protocol.
GATT, GAIT Activiies 1979, Geneva, April 1980, 1 45,

19 GATT, GAIT Focus, No. T1, December 1990, p. 5.

20 Art. XTI (Restrictions to Safeguard the Balance of
Payments) provides for the implementation of import restric-
tions by contracting parties in order to safeguard the balance-of-
payments positions.

21 An. (Governmental Assistance to Economic
Development) provides for the terms under which developing
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GATT contracting parties while the measures are in
effect?? through the Committee on Balance-of-Pay-
ments Restrictions. The Committee monitors the re-
strictions and a country’s progress in moving toward
liberalization.Z

Signatories typically consult every year under ar-
ticle XII. Developing countries, however, may con--
sult every 2 years under article XVIII:B. “Full” con-
sultations allow all countries whose trade may be af-
fected to assess the scope and justification of these
restrictions and to examine any practical problem that
may arise. These consultations also give the consult-
ing country the opportunity to draw attention to ex-
ternal factors, such as other country measures, that
affect export performance and thus the consulting
country’s reserves and capacity to finance imports. A
basic assessment of the financial situation of the

provided by the Internauonal Monetary

country is
Fund (IMF) for each consultation.# Since December

1972, developing countries may follow simplified
procedures for consultations>> unless full consulta-
tions are deemed necessary. Consultations are noti-
fied to the GATT Council, which then adopts them if
the balance-of-payments restrictions in effect are
deemed in conformity with the General Agreement.26

In 1990, full consultations were held with Bangla-
desh. ll'-;;l} consultations were proposed for Egypt lat-
erin :

GATT Integrated Data Base

In November 1987, the GATT Council authorized
the Secretariat to begin work on the Integrated Data
Base (IDB).2 The design of the system has been
adopted in reference to the precise nature of the trade,
tariff, and quantitative restncnons data to be main-
tained by the Secretariat2® Thirty-six countries30 in-

21—Continned

comuiamyukethmmd other measures for the
of development in exception to normal obligations the
General Agreement.

zzGA’I’!‘ “Declaration on Trade Measures Taken for Balanc-
of-Paymenu Pm'pom. Basic Instruments and Selected
Docwnerus supp. 26, Geneva, March 1980, pp. 205-209.

Anumberofeommes havenouﬁedmchmmm

engaging in regular consultations over their use. Since 19'79
emmluumsluvebenhddwnd: Argentina, Bangladesh,
Brazil, Colombia, Gteece, Hungary, India, Israel,
Iuly Korea, Nigem. akistan, Pem, Portugal,

ri Lanka, Tunisia, Turkey, and Yugoslavia. Hungary,
Inly andPomgnlhwemcmdedmphmgomthmbdmce

of-payments measures and are no ml?ea
consultation. USITC, OTAP, 41st Repon 989, USITC publica-
tion 2317, September 1990, p. 40

”GA’IT GATT Activities 1983, Geneva, June 1984, p 55.

25 Sometimes referred to as “miniconsultations™ under

the consultations are based upon a written statement by the
country under :ev:ew GATT, GATT Activities 1979, Geneva,
April 1980, p. 7

6 GATT, GATI' Activities 1989, Geneva, June 1990, p. 107.

71 GATT, Council of Representati
the Forty-Fy'tk Session, doc. No. L/6766, Nov. 22, 1990

2 YSITC, OTAP, 41st Repon 1989, USITC publication
23!7 Sepwml:er 1990,

duabuevallﬁnyakcypmmthemﬁmd

nonunff measure negotiations in and following the Uruguay

Round.
Chile, Colombia,

30 Argentina, Australia, Brazil, Canada,
Czechoslovakia, the EC (12 countries), Finland, Hong Kong,

4

ves, Report on Work Since -

dicated in 1989 their intention to participate in the
system.3! IDB coverage of world trade, as a result,
would reach 94 percent. The United States, the EC,
and Japan have already made submissions to the IDB.

Working Group on the Export of
Domestically-Prohibited Goods and Other
Hazardous Substances

At the Punta del Este ministerial meeting inaugu-
rating the Uruguay Round, several countries re-
quested that the issue of exports of domestically pro-
hibited goods should be included in the Uruguay
Round. Others believed that the issue would be bet-
ter addressed in regular GATT activities.32 The mat-
ter was again brought up, primarily on the initiative
of several African delegations, at the December 1988
Montreal Mid-Term Review.33

In July 1989, the Council decided to establish the
Working Group on the Export of Domestically-Pro-
hibited Goods and Other Hazardous Substances. The
group is considering the need for new disciplines to
regulate the export of goods that are prohibited from
sale domestically because they are dangerous to hu-
man health or safety. Pharmaceuticals at the exper-
imental stage or with possible serious side effects are
one example. Another example is certain chemicals,
pesticides, and insecticides deemed unsafe under do-
mestic laws but still exported. Disposal of industrial,
toxic, and other wastes is a third consideration of the
group, because some countries with bans or limits on
the disposal of these materials still export them to
other countries. The group is also examining the dis- -
ciplineﬂxatcouldapplytoexponsthataresevete&
restricted or controlled in their domestic markets.

goup held three meetings.in 1989 and five
in 1990.% In 1989, Nigeria6 presented its ideas for
an agreement within GATT that emphasized that (1)
world trade of these products must be regulated, (2)
reexported products must also be controlled, and (3)
both importer and exporter must equally sharethede-
cision as to whether to import a product.3’ In 1990,
the group chairman reported that he had circulated a
paper containing a Draft Decision on Products
Bannedor Severely Restricted in the Domestic Mar-
ket. This decision wouldplacealluademdomesu-
cally prohibited goods under the auspices of at least
one international organization.

Hung lcelnd India, Jamaica, J; agm Korea, Mexico, New
Zahx Norway, Poland, Sweden, Switzerland, Turkey, the
United States, and Urugua: g
3‘ U.S. Department of State Telegnm, Geneva, May 12,
z’ message reference No. 04048
32 USITC, OTAP, 41st Report 1989 USITC publication
2317 Seﬁnba 1990 p-4
33 GATT, GATT Focus, No. 75, October 1990, p. 12.
"GA’I'I’ GATT Activities 1989 Geneva, June 1990 p 101.
”GA’IT GATT Focus, No. 75, October 1990, p.
BaedonamtmbmumtotheNovanber 1988 GNG
meeting from Cameroon, Cote d'Ivoire, Nigeria, Sri Lanka, and

37 GATT, GATT Activities 1989, Geneva, June 1990, p. 102




The group was originally scheduled to complete
its work by September 30, 1990. However, the chair-
man requested that this deadline be extended to De-
cember 31, 1990, to allow for further intensive talks.
The Council agreed to extend the group’s deadline
through March 31, 1991.38

Textiles Committee and Arrangement

The Arrangement Regarding International Trade
in Textiles, known as the Multi-fibre Arrangement
(MFA), was negotiated in 1973 and entered into force
January 1, 197439 The MFA has been extended
three times, % most recently by the 1986 Protocol of
Extension through July 31, 1991.4! The MFA aims
to ensure orderly expansion of textile trade while
avoiding disruption of individual markets or product
lines in either exporting or importing countries.42
There are 40 participants (the EC counted as a single
signatory) that have accepted the MFA as extended
by the 1986 Protocol.43

The MFA established the Textiles Committee to
handle the overall management of the arrangement,
with the Director-General of the GATT as chairman.
The Committee established the Textiles Surveillance
Body (TSB) to supervise the detailed implementation
of the MFA and bilateral agreements negotiated as
part of the MFA. The TSB consists of an indepen-
dent chairman and 10 members of the MFA, chosen
to represent a balance of the MFA membership. %
The TSB reviews all new restrictions, to determine
their consistency with the provisions of the arrange-
ment,4gnd to function as a forum for dispute settle-
ment.

In 1990, the primary focus for negotiations on
textile issues took place in the Uruguay Round, nota-
bly the Negotiating Group on Textiles and Clothing.
The Textiles Committee held two meetings, primarily
to discuss procedural arrangements related to the
MFA. At the July meeting, the Committee met to

38 GATT, GATT Focus, No. 78, January-February 1991, p. S.

3 GATT, GAIT Activities 1983, Geneva, June 1984, p. 3p4
1956, USTIC. pasication 1995, 1y 1987, op- 17 w0 1 10"

icati ) , pp. 1-7to 1-

4 The Amangement Regarding Intemational Trade in
Textiles took effect Jan. 1, 1974, for a period of 4 years.
extended once from Jan. 1, 1978, through Dec. 31, 1981. It was
extended again from Jan. 1, 1982, through July 31, 1986. The
third extension runs from Aug. 1, 1986, through July 31, 1991.
GATT, GAIT Activities 1982, Geneva, April 1983, p. 49; and
GATT, GATT Activities 1986, Geneva, June 1987, F 86.

41 GATT, GATT Activities 1986, Geneva, June 1987, p. 86;
and GATT, GATT Focus, No. 62, June 1989, p. 10.

42 For a discussion of U.S. agreements negotiated under the

ices of the MFA, see ch. 3.

3 GATT, GATT Activities 1989, Geneva, June 1990, p- 113;
and GATT, “Unilateral trade liberalization undertaken by 45
countries, reports the director-general of GATT,” press release
No. 1509, Apr. 18, 1991, p. 11.

44 In 1990, the TSB was expanded from 8 to 10 members.
GATT, GATT Focus, No. 62, June 1989, p. 10. The enlarged
- TSB came into effect Jan. 1, 1990, and is composed of Brazil,
Canada, China, the EC, Indonesia, J , Hong Kong, Pakistan,
Sweden, and the United States. GATT, GATT Activities 1989,
Geneva, June 1990, p. 114.

45 GATT, GAIT Activities 1989, Geneva, June 1990, p. 114.

. It was

discuss the future of the MFA and to consider a report
from the Sub-Committee on Adjustment,%6 in addi-
tion to a report prepared by the GATT Secretariat on
the economic consequences of liberalizing world tex-
tile and clothing trade. At the December meeting, the
Committee held its annual review of the operation of
the arrangement, decided on TSB membership for
1991,47 and continued their discussion of the future
of the MFA.

Provisions of the MFA require the Committee to
consider a year before it expires whether the arrange-
ment should be continued, changed, or ended. The
Committee began this discussion in July 1990 and
continued it in December. The Committee agreed to
defer continued discussion of this issue until the situ-
ation became clearer regarding the hiatus in the Uru-
guay Round negotiations. 48

~ Actions Under Articles
of the General Agreement

Emergency Actions on Imports (Art. XIX)
Article XIX of the General Agreement permits
signatories to escape temporarily from their GATT
obligations in order to impose emergency trade re-
strictions when a domestic industry is threatened with
serious injury by an unforeseen surge in imports as a
result of these obligations.*® A country invoking ar-
ticle XIX must notify the GATT and consult with af-
fected exporting countries to arrange compensation.
Countries have an incentive to limit their safeguard
actions or to negotiate with the affected countries,
rather than simply invoking escape-clause measures,
because affected countries have the right to suspend
unilaterally “substantially equivalent concessions or
other obligations.” In 1990, only one safeguard mea-
sure was taken under Article XIX. Austria notified
an import quota on prepared fowls, effective March
through December 1990, which was later extended
through June 1991. Table 4 shows Article XIX ac-
tions still in effect as of September 30, 1990.50

46 The Sub-Committee on Adjustment was set up to review
periodically production and trade in textiles, as well as
developments in countries’ adjustment policies and measures
and other adjustment processes. It held its first meeting in July
1982. GATT, GATT Activities 1982, Geneva, April 198%8 51.

47 For 1991, the TSB members will be Canada, the EC,
Finland, Hungary, Japan, Korea, Peru, Thailand, Turkey, and the
United States. After 6 months, Hungary will be succeeded by a
Bureas (FTCB): The TICB.repesents 23 ongle-oxponing”

ureau ). 23 textile-exporting
developing countries. GATT, “News of the Uruguay Round of
Multilateral Trade Negotiations,” press release No. 35, Apr. 11,

1990, 8. 11.

4:'. ¢ ATT, GATT Focus, No. 78, January February 1991,
PP 39,

49 These actions are also known as “safeguard actions” and
art. XIX as the “escape clause.” Safeguard action is temporary
following the wording of art. XIX, which provides that a
concession may be suspended, withdrawn, or modified only “to
the extent and for such time as may be necessary to prevent or
remedy” the injury. -

50 GATT, “Measures notified under Article XIX which are
still in force (Situation as at 30 ber 1990),” special
compilation, furnished by Office of the United States Trade
Representative.
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Dispute Settlement (Art. XXII, XXIII)

Consultations and Panels Requested by the
United States and Followups

U.S. Complaint on EC subsidies to processors
and producers of oilseeds—The GATT Council estab-
lished a panel in June 1988, upon U.S. request, to
examine EC payments and subsidies paid to proces-
sors and producers of oilseeds and related ani-
mal-feed proteins.>! The United States argued that
the EC program was inconsistent with GATT article
III provisions for national treatment and that the mea-
sures nullify and impair trade concessions in viola-
tion of GATT article .52 The EC contended that
payment of subsidies exclusively to domestic produc-
ers did not violate article III provisions for national
treatment, that disciplines on subsidies were set out
entirely in article XVI and were not overridden by
article II1.53

The panel report was presented to the Council
and adopted on January 25, 1990.54 The panel con-
cluded that EC payments to oilseed processors were
inconsistent with article III:4 and that the EC should
bring its regulations into conformity with the GATT,
that the subsidy schemes had impaired EC tariff con-
cessions granted on oilseeds and the impairment
should be eliminated, and that the contracting parties
should take no further action under article XXIII:2
until the EC had reasonable time to adjust its regula-
tions including elgnggaﬁon of the impairment of the

51 GATT, GAIT Focus, No. 55, June-July 1988, p. 3.
52 GATT, GATT Focus, No. 68, February 1990, pp. 2-3.

U.S. Complaint on Thailand’s restrictions on im-
portation of and internal taxes on cigarettes—The
Council established a panel in April 1990, on request
from the United States, to examine Thailand’s restric-
tions on the importation of, and its interal taxes on,
cigarettes.>’ The United States maintained that the
Thai import restrictions prohibiting cigarette imports
were inconsistent with GATT article XI:4 concerning
quantitative import restrictions because the restric-
tions were not covered by any of the article’s excep-
tions nor by Thailand’s Protocol of Accession. More-
over, Thailand’s higher ceilings on excise taxes for
imported cigarettes and the exemption of domestic
cigarettes from business and municipal taxes contra-
vened article III national treatment provisions.>
Thailand argued that cigarettes were an agricultural
product, and as such, import restrictions were justi-
fied under GATT article XI:2(c)(i) exceptions. Thai-
land argued further that GATT article XX(b) provi-
sions concerning restrictions “necessary to protect
human . . . life or health,” as well as provisions of its
Protocol of Accession, permitted its import measures.
Thailand considered that its taxes on cigarettes were
consistent with national treatment provisions arguing
that Thailand’s efforts to control smoking would be
hindered by an increase in total cigarette sales that
would result from competition between domestic and
imported cigarettes if the latter were allowed to be
imported. Thailand further argued that the restric-
tions were justified because its Tobacco Act of 1966
predated its 1982 accession to the GATT.?® The EC
made third-party submissions to the panel as a major
cigarette manufacturer and exporter, advancing argu-
ments that supported the U.S. position.0 :

2};::'. p.- 3.
N $7 GATT, GAIT Focus, No. 70, April 1990, p. 3.

55 Ibid., pp. 2-3. s 3 Y "’ !

36 For fu;'lg:et details, see “Enforcement of Trade Agreements ”g&m GATT Focus, No. 76, November lgbo' p-7-
and Response to Unfair Trade Practices™ section in ch. S. 60 Thid.
Table 4
Article XIX actions in effect as of Sep. 30, 1990
Implementing Date
country Type of Product Notified'
Austria ... ... .., Broken rice Mar. 1987
Austria ... ... ... e Prepared fowis Mar. 1990
Australia . ......... ... ... Filament S July 1983
Canada ... N twear Dec. 1981
Canada .......... ... i Leather footwear July 1982
BC i e Dried grapes Oct. 1982
B e Quartz watches Apr. 1984
BC i e Morello i June 1985
B i e Preserved raspberries Jan. 1986
EC Sweet potatoes m 1986
BC o Steel products . 1987
Eg ............................................... ;u:gen squid tree DM:C }gg

............................................... frigerators, zers y
EC Proee;s;d cherries é:ly }ggg
naly..’..IIIIIIIZIIIIIIIIIIIIIIIIIIIIIIIIIIIIIIZIII Raw silk _Mag' 1969
Nigena ....... ... e Cement Dec. 1961
South Africa ............... .. ooiiiiiiiiaaannn. Footwear Nov. 1984
South Africa ........ ...ttt Malic acid v Aug. 1985
South Africa .............coiiiiiiiiiiiii .. ids, flasks, steel wire June 1986
SPaIN . e Synthetic rul Feb. 1967
United States (terminated 9/30/90) .................... i | July 1983

1 Date of distribution of notification.
Source: The GATT.




The panel report was presented to and adopted by
the Council on November 7, 1990.6! The panel con-
cluded in favor of the United States, noting that Thai-
land’s failure to grant cigarette import licenses over
the past 10 years was inconsistent with article XI:1,
that cigarettes were processed products not entitled to
the exceptions under article XI:2(c)(i), that discrimi-
nation against imported cigarettes while allowing do-
mestic cigarettes to be sold was not consistent with
article XX(b) provisions that permit measures “nec-
essary to protect human . . . life” to take priority over
trade liberalization, that Thailand’s Tobacco Act does
not exempt it from GATT obligations because Thai-
land’s Protocol of Accession explicitly gives Thai ex-
ecutive authorities the power to grant import licenses,
and that Thailand had exhibited elsewhere measures
consistent with national treatment by introducing a
single excise tax and eliminating business and munic-
ipal taxes for all cigarettes. The panel recommended
that Thailand bring its application of the Tobacco Act
into conformitzzwith its obligations under the Gener-
al Agreement.

U.S. Complaint on EC restrictions on exports of
copper scrap—The panel, established at U.S. request
in July 1989 to examine EC restrictions on exports of
copper scrap, reported on February 20, 1990, that af-
ter an initial panel meeting, bilateral consultations be-
tween the two parties had resolved the dispute.63

Followup on U.S. complaint on Canadian restric-
tions on imports of ice cream and yogurt—The
United States repeated its requests several times dur-
ing 1990 for implementation of the panel report
adopted in December 1989 which concluded that the
Canadianresnictiononimpmtsoficea'eamandyo-
gurt were inconsistent with GATT provisions. Cana-
da maintained that differing interpretations of exist-
ing GATT rules concerning agriculture made it rea-
sonable to await the outcome of Uruguay Round ne-
gotiations before deciding on implementation of the
report®  The United States reported that it had
drawn up a preliminary list of products which formed
a basis for retaliatory withdrawal of concessions, stat-
ing it could not wait indefinitely while U.S. produc-
ers suffered economic harm.65

_ US. retaliation request on Canadian nonimple-

mentation of panel report on import, distribution, and
sale of alcoholic drinks by Canadian Provincial Mar-
keting Agencies—In October and again in November
1990, the United States requested from the GATT
Council the authority to suspend concessions for the
nonimplementation of the panel report, requested
originally by the EC and adopted in March 1988,
concerning the import, distribution, and sale of alco-
holic drinks by Canadian Provincial marketing
boards. The United States claimed Canada continued

61 Iid,, p. 1.

S21bid., pp. 1, 4, S, 7.

6 G/m%m Focus, No. 69, March 1990, p. 3.

% GATT, GAIT Focus, No. 72, July 1990, p. 10.

¥ GATT, GAIT Focus, No. 78, January-February 1991, p. 4.

to maintain discriminatory measures against U.S.
beer exports while Canada responded that the listing
practices of its Provinces did not discriminate against
imported beer. The EC confirmed that its consulta-
tions continue with Canada with little hope of con-
cluding soon. In February 1991, the Council agreed
to establish a new panel to address the U.S. com-
plaint. The United States and Canada agreed on the
same panelists as in the 1988 case, to the extent pos-
sible. The EC, Japan, New Zealand, and Switzerland
reserved the right to make submissions to the pane].56

Panels and followups examining U.S. measures

Followup on EC complaint on U.S. restrictions
on imports of sugar—The panel established June
1989 at EC request to examine U.S. restrictions on
the importation of sugar and sugar-containing prod-
ucts applied under its 1955 waiver, reported its find-
ing February 20, 1990. The EC argued that the U.S.
measures were inconsistent with GATT articles II and
X1, concerned with tariff concessions and elimination
of quantitative restrictions, respectively. The EC
contended further that the U.S. measures were no
longer consistent with the conditions and assurances,
attached to the waiver, that make these restrictions
consistent with GATT obligations. The United States
maintained that the measures were consistent with the
waiver, arguing further that the EC had not proven it
was actually affected by these measures as required

-under article XXIII because the EC was a high-cost
-producer of sugar.
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