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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. Intemational 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

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 international 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. Activities outside the GATT are reported in chapter 3. 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 Actbof 1974 (Public Law 93-618, 88 Stat. 1978) directs that “the International Trade Com-
lmssxg'n shall submit to the Congress, at least once a year, a factual report on the operations of the trade agreements pro-

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 secking 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 Outside 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 international 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
industries.

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 Sth 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 S-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
gacrmers 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 a 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 1985.

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 50 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

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:
Ptl:) Meat Import Act of 1979, National Security Import Restrictions, and the Steel Import
gram.




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,
outpu(;a 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 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.%

In Japan, stock prices tumbled by almost 40.0 percent and real estate values also fell.
Consequently, 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 international 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
U.S. 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

3 World Economic Outlook , International Monetary Fund, October 1990, p. 6. Real GDP or GNP for the industrial
anq&whpmgmmesmofmposilecomuygmpcmwenguof ge changes for individual countries
%bytheaveugeu.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.
$ World Economic Outlook , Intemational Monetary Fund, October 1990.

xix




XX

exchange-rate mechariism (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, real 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 gloqgwhat 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.!! 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
zsrqeniizca became the most dynamic region in terms of output and trade growth, followed by

ia.! :

U.S. Trade Policies

The U.S. administration describes its trade policies as based on free trade as the comner-
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 Ibid.
10 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.!4

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 yercem,
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-
e;y 89(160 percent each). Imports of oil rose to $61.4 billion in 1990 from $49.7 billion in
1989. ’

U.S. trade performance with major trading partners improved significantly in 1990. The
1990 trade deficit with Japan declined by about $8.0 billion, to $41.1 billion, the lowest since
1984. Exports to Japan rose by 9.2 percent, whereas imports from Japan fell by 4.2 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
USSR. 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

1 hid,

1S 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, /nternational 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
negotiating groups set up to discuss the subjects agreed
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

1 USTR, 199! Trade Policy Agenda and 1990 Annual Report
of the Pre.sl'n;l;;u of the United States on the Trade Agreements
ram, .

'O{GATI‘. “Ministerial Declaration on the Uruguay Round,”
MINDEC, Sep. 20, 1986. This ministerial declaration, the “Punta
del Este ion,” is reprinted in USITC, Operation of the
Trade Agreements Program, 38th Report, 1986, USITC publica-
tion 1995, Jul{‘ 1987, m A.

3 GATT, “News of the Uruguay 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

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 adjournment of the Brussels conference, TNC chairman
Arthur Dunkel was charged with pursuing intensive consultations
to narrow outstanding differences in the negotiations. Following
informal talks, Dunkel reported that on Feb. 20, 1991 some 30
key partici in the agriculture negotiations, including the EC,
had ag; to “specific binding oolmni:nmts" in the three areas
of domestic market access, an rt competition.
Snbseqmﬂy,.‘mel held further talks wix icipants on
nonagncultural 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-
tion of la.lkfs. see the following section on resumed talks. The

ram of work proposed by Dunkel on Feb. 26 for resumption
gfml‘ile Uruguay Round is reprinted in /nside U.S. Trade, “Dunkel
Outlines Plan to Resume Uruguay Round with Technical Talks,”
Special rt, 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
g%eemm Program, 40th Regon, 1988, USITC publication

8, July 1989, p. 1-9 to 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
Nesoﬁniom." press release No. 39, July 30, 1990, p. 8.

. 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, “Urugusy Round TNC meeﬁ
a ‘net ' not a failure, %ﬂy USTR Katz says”

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

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

11 Thid,, 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, sec Louis J. Murphy, “Brussels Ministerial Inconclu-
sive: GATT Talks Suspended to Allow Countries to Reflect on
Positions,” Business America, vol. 112, no. 1, Jan. 14, 1991, p. 10
w0 14. The author is acting director of Office of Multilateral
Affairs at the U.S. t of Commerce. A short summary
mCdmmm’ Dunkel from Nov. 5, 1990 can be found under
*S: of Talks by Area’ in International Trade Reporter, “USTR
Hills says GATT talks ‘hang in balance’ as EC wrangles over
{l& slnmbndm proposal,” val. 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
alks 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, Rm the Congress
on the Ensamon of Fast Track Procedures, 1, 1991,

Annex p. S.

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

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

2 [nternational Trade Reporter, “Negotiators on intellectual
property rights making * * progress in Uruguay Round”
val. 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.Z 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-
uatmg areas, such as in tariff and nontariff negoti-
ations, 3 TRIPs,2 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 agnculture group re-
late to the Standards Code negonauons in the MTN
Agreements and Arrangements group;26 the agreement
in the dispute settlement group relates to dispute settle-
mentprooeduxesformeStandardsCodeandforother
groups; tropncal products negotiations now depend on
negotiations in the groups dlscussmg agriculture and
tariff and non-tariff measures.28

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-
gamwd 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,” starting March 1, 1991. The groups
are (1) Agriculture, (2) Textiles and Clothing, (3) Ser-
vices, (4) Rule-Making, (5) TRIMs and TRIPs, (6) Dis-
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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
negouanng 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) Nawral 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-

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
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Figure 1
Uruguay Round Structure

Trade Negotiating Committee (TNC)

Survelllance Body

(Standstill/Rollback)
Group of Negotlations on Group of Negotiations on Goods
Services (GNS) : (GNG)
' Negotiating Groups on:
L 1 Tariffs '

| 2 Nontariff measures
L 3 . Tropical products
_ 4 . Natural resource-based products

| 5§ Textiles and clothing

L6 Agriculture
L. 7 GATT Articles
| 8 Safeguards

L 9 MTN Agreements and Arrangements
|_10  Subsidies and countervailing measures
L-11  Dispute settiement

|12  Trade-related aspects of intellectural
property rights, including trade in
counterfeit goods

.13 . Trade-related investment measures

L_14  Functioning of the GATT system

Source: The President, Report to the Congtass‘ on the Extension of Fast Track Procedures.



develop a complete “profile” of the agreements that
would make up the final Uruguay Round gackage, for
review at the next TNC meeting in July.3

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 compendmm of
positions, rather than draft agreements.”4 "This situa-
tion, he concluded, put the negotiations “collectively
behind schedule.”3 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 Propeny Rights,
and Services.36

The chairman also presented his work program for
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 developing countries before the
Round concludes.37

Standstill 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 the minimum nec-
essary to correct specific situations.3® The participants
also agreed not to take other measures to improve their
negotiating position.39

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
provisions should be put into . effect during the
Round,*0 with countries removing trade measures
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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 pamclpants 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 participants feel affect their inter-
ests in the negotiations.42

In 1990, the Sm'velllance Body was not as active as

in previous years.*3 In February, the United States
rmsedmelssueofthe EC import restraints on
Japanese automobiles.** The United States noted that it
expected any such agreement to be shortlived, transpar-
ent, and cons:stent with the safeguards agreement un-
der negouauon 5 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. 46

Argentina notified the Surveillance Body of an in-
crease in EC subsidies to producers of high quality
flint-com.¥” Argentina also notified a rollback commit-
ment that, it stressed, was part of an ove: 4gohcyde-
signed to liberalize its foreign trade sector.*®* The EC
and Australia expressed their concern over the U.S.
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,
the measures they were prepared to rollback under the
standstill and rollback commitment.5? He noted further
that the elimination of measures found inconsistent
with the General A, 5greement will take place only at the
end of the Round.”>* The chairman of the Surveillance
Bodyimdrepa'tedattheApnl 1990 TNC meeting that
a major effort would be needed to honor the rollback
commitment by December 1990 52

.In November 1990, countries submitted reports to
the Surveillance Body on the implementation of their
rollback commitment.53 Rollback contributions were
made by Argentina, Australia, Canada, Chile, Colom-
bia, the EC, Finland, Hong Kong, Indonesia, Japan,
Korea, and the United States.54 The United States said
it would implement the recommendations made by two
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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.5

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.5
Increased LDC participation 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.

The group created several working groups in May
1990 to examine particular services sectors and ele-
ments in those individual sectors that may need to be
taken into account in the application of an overall ser-
vices agreemem. The working groups covered finan-
cial semces, telecommunications semcw, transporta-
tion services, construction and engineering, profession-
al services, tourism, wnhagreanmtalsotoholddls-
cussions on labor mobility issues.%® 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 were to be mdependent 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
to be attached to the overall framework agreement on
semcestoaddresmnesmnquetothesesecm
The annexes developed prior to the Brussels meeting
cover all transport services, telecommmncauons, labor
mobility, and audiovisual services.% A fifth annex on
financial services was introduced by Canada, Japan,
Sweden, and Switzerland at the Brussels ministerial
cmferenceand.supponedby the United States and the
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ECS is hkely to form the basis for future negotiations
in this sector.% Other annexes may be developed as a
result of further negouauons 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 discussions 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
whenonecounu'yxsasxgnatorytothesemces
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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.’”

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 tp
liberalize services trade, the embodiment of progres-
sive liberalization within the agreement, most-favored-
nation (MFN) treatment in semces, 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 mterptet the framework’s
provisions to their particular sector.’6

Little addmonal 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 appropriate to a services agreement. Some
participants seek unqualified MFN treatment for ser-
vices, while others see this approach as hberahzmg 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.30 At
the November 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.$! U.S. maritime and civil aviation industry as-
sociations in particular had voiced the opinion that cur-
rent bilateral arrangements worked better - than
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the possibile arrangements being developed in the
group of a multilaterals GATS.52 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.83 Although controversial, a number of
key market access offers came forward based on this
linked MFN before the Round was suspended.®*

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 pnncnple 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 cabotage issues were also
highlighted, with differences over whether m-land wa-
terways were part of land or sea transport.35 (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,57 although

opposition from European maritime associations, for

exam&le hasbeenmoremutedthanmatfromus
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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 concerns 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 semces. standards-related issues, pricing,
anti-competitive behavnor and supply and demand con-
ditions of networks. %0

The United States has emphasized liberalization of
enhanced telecommunications services over basic ser-
vices because many other countries restrict forelgn
competition in such basic telecommunications services
as voice telephone or telex.?! This asymmetry in mar-
ketaccesshasprompledmeUnnedStatesmpamcnlar
to seek commitments from other countries to open their
markets to U.S. telecommunications services - before
granunﬁ MFN treatment in the telecommunications

Working Group on Labor Mobility

The Working Group on Labor Mobility examined
issues in 1990 such as the distinction between tempo-
rary personnel movement versus immigration, and the
relation of personnel movement to the commercial
prwenceofaﬁnnwehngtosellusmahmd.”
Developing countries have sought to include labor mo-
bility in a services agreement in light of an LDC com-
parauve advamage in wage rates, thus establishing
some “symmetry” to mdustnal country advantages in
other fields of services.%* The working group devel-
oped an annex for discussion at Brussels, after examin-
ing whether or not labor mobility issues éht not-be
included in the overall services framework.

Working Group on the Audio-visual Sector

While the working group did not formally define
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
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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-
tion was in order;%6 Canada, the EC, Egypt, and India
held the opposite view.5” The United States argued

| “that cultural identity was already obscured by the in-

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 domesuc industries
from foreign competition in this field.%8

Working Group on Financial Services

Working group participants raised a number of is-
sues for discussion concerning the financial sector, spe-
éafieally (1) the definition and coverage of financial
services; (2) prudent regulation; (3) national treatment;
(4)marketaccess,and(5)MFNmunem.Qmsnons
or concerns that 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
gxdt:gent approaches to MFN treatment be recon-

- The working group also examined possible balan-
ce-of-payments (BOP) provisions for trade in financial
services. t 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, government ‘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.

92 GATT, “News of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 35, Apr. 19, 1990, p. 4-5.
B 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 to produce imported from
s coniacing paries s s v o ik, dometic prodocy. For
an sis of regime
The Leutwlr Report . the GATT anst e Oraginy Rouns
wtwiler Report', 1 ruguay

Martinus Nijhoff mixh:n. Boston, 1987, p. 96-102.

104 S'l'l{, 1991 Trade Policy Agenda and 1990 Annual Report
glhe 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 lth{ Extension of Fast Track Procedures, Max. 1, 1991, Annex

p. 1=

106 GATT, “Mid-Term Meeting,” MTN.TNC/11, Apr. 21, 1989,
.4.1hehﬁd-TumReﬁewagmmmWh
ATT, “News of the Uruguay Round of Multi 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-
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els;!17 others felt that the slow progress reflected un-
certainty over product coverage!18 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.!19 ,

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 equigzmem, computers and computer
equipment, and steel.!42 During November discussions,
U.S. negotiators determined that the sectors of greatest

“interest to other countriecs 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 Thid, 4

119 Iy, : ' '

120 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
of the President of the United States on the Trade Agreements
Prog‘am, 1991, p. 33. i
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Business America, vol. 112, no. 1, Jan. 14, 1991, p. 11.

124 The President of the United States, Report 1o the Congress
onsxhc Extension of Fast Track Procedures, Mar. 1, 1991, Annex
P 5 GATT, “News of the Uragusy Round of Mulilaeral Trade
Negotiations,” press release No. 34, Feb. 23, 1990, p. 10.
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granted. The United States also 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.!?’ During the year,
the United States circulated its draft agreement aimed
at preventing trade distortions caused by PSI, as did the
EC text.12® The EC suggested membership in the
GATT Customs Valuation and Import Licensing Codes

should accompany a PSI agreement.!2? 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) o
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 1o
notify exporters of all PSI requirements, thereby im-

126 The US. would incorporate NTM concessions into
national tariff . Future actions affecting these conces-
sions would be notified first to a proposed market access
committee so that consultations could be undertaken with affected
parties. Ibid., press release No. 41, Oct. 9, 1990, p. 7-8.

127 USTR, 1991 Trade Policy Agenda and 1990 Annual Report
g’ﬂw President .of the United States on the Trade Agreements

rogram, 1991, p. 34,

The EC text suggested that to reduce possible trade
digtotﬁons, PSI be Jyotegone in cases of low-value shipments,
prices determined tendering procedures, commodities
with wide or frequmtm fluctuations, shipments of larger
“tum-key” contracts, and proven cases of trustworthy exporters.
Trade distortions resulting from PSI fall into four categories:

(1) ddayet:;l%pnmu and increased administrative costs, (2) pro-
tection of dential business information, (3) price verification,
and (4) lack of dispul tesenlemcmpmeedumorothcr,‘g:d
For funhe{, information, sele] Micbaeslep Ca:egl;;. ! 4-§Mp-
mlu?mon." ruguay Round Update, Sep. 1989, p. 4-1.
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Ne§oduiom." press release No. 35, Apr. 19, 1990, p. 15-16.

130 Thid., press release No. 34, Feb. 23, 1990, p. 11-12. The
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fi entitled the 1973 International Convention on the
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only on principles, leaving actual work on different rules of origin
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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.

The final form of the agreement on rules of ori ﬁ'"
was similarly left pending the Round's conclusion,

Parts I and II of the tentative agreement contain princi-
ples and dlscxplmes 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 -

setsoutaworkplanonhamonmnonofongmmles
to be completed within 3 years following the Uruguay
Round. These results would become a binding annex to
theGA'l'I‘agreementoncommonmlesofongmtobe
used for all nonpreferential situations. Disciplines on
preferential rules are alsomcluded in an annex.

Tropical Products

During 1990, negotiations on tropical products
were incorporated into the market access negotiations,
although some provisional concessions to deve
cmnmeslmdbeenmadeaspanoftheMld‘mmR&
view. 13

Participants tabled further tropical products offers

in March 1990 along the lines agreed at the Mid-Term
Review:136

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

(b) elimination or substantial reduction of du-
ties on semi-processed and processed prod-
ucts, eliminating or reducing tariff escala-
tion; and

(c) elimination or reduction of all nontariff

measures affecting trade in these prod-
ucts.137

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

mNoqtefﬂumalmlummed wmm.
mdmapphedmmudnmﬁg countervailing duty, government

cases and the

PO USTR USTR, 1991 Trade Policy Agenda and 1990 Annual Report
;.f Pn.igiudlhel] on the Trade Agreements

GA'lT }Ed-'l'enn Meeting,” MIN.INC/11, Apr. 21, 1989,

'W'GATT , “News of the Urugusy Round of Multilateral
Negotiations,” press release No. 34, Feb. 23, lMp 10.

* reductions or tariff bindings.!3%

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.!3

Of the 48 offers made by fall 1990, most industrial
country offers met the 33 percent reduction goal,
whereas developing country offets were modest tariff
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 negouauons

in the tariffs and nontariff groups.!40

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

.complemented other groups in the market access ne o-

tiations, monitoring agreements in other groups,!4

rather than concluding separate agreements on namral
resource-based products (NRBP). The group focused
on three sectors—fisheries, forestry, and non-ferrous

" metals and rnmerals-—although the United States.

brought up energy resources!42 and Australia raised the
issue of coal sutmdmandtheu'nmpactontracle‘43
The EC singled out issues of double-pricing!44 and ac-
cess to fishing grounds. By Fall 1990, there were 29
various submissions conceming natural-resource-based
products notified under the request/offer procedures
agreed in the market access group, seven requests and
ﬂmoﬂ‘usspeclﬁcallymmeNRBPgroupandme
odmsmmetanfformenontanﬂ’measurcsgroups.
Progress on natural resource products will be incorpo-
rated into the agreements concluded in the tariff and
nontariff mgonanonsandalsomthe agreements cover-
ing improved GATT rules.!46

Textiles and Clothing

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

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

usiness America, vd llz.uo.l Jan. 14, 1991, p. 11.
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ments. negouated under the. Muluf' ber Arrangement
(MFA)—into the GATT.147 The. MFA, agreed. 10.in
1974 under GATT ausprces, has been extended. three
times, currently 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.143 The prefer-
ence of most participants was for an MFA-based ap-
proach’ that conflicted with the U.S. global quom ap
proach

: swerepresentedml990b Camlda.lso
Japanl 1 and ‘the United States,!52 with the three

working closely on key issues.153 The United States’
sought alternatives to the MFA-based approach, such as

tariff-rate quotas and in particular giobal quotas.15¢

Most other participants, however, reportedly preferred
progressive liberalization- of the MFA itself 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 I|ect 10 MFA limits would come uitder
the global quota.!55 Developing countries further ques-

tioned whether increased competition among suppliers
supposed to result as a consequence of global
quotas would be matched by adjustments in the domes-

156 Propos-

that was

tic textile industries of importing countries.
als’by the Intérnational Textiles and Clothing Bureau
(ITCB),!157 ASEAN participants,!58‘and the 1,=.c159 set
out a transition mechanism based on the MFA. 160 -
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1% Ibid.

155 GATT, “News of the Uruguay Round of Multilateral Trade
Neiomuons. press release No. 34. Feb. 23,1990, p. 8. . .

Round of Multiliteral Trade

. 67, While. .

.- The four central issues discussed in 1990 were (1)
how 4o 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-
view was in essence a compendium ofthefourposx
tions tabled during the year—the US,, Canad:an,
and ITCB flecting the group’s contmued
dxvergenee over an MFA-based or a global quota ap-
proach.162 The chair text also included possible mea-
snmtosuenqﬂ:enGA’I'I‘mlesanddlscxphnesmme
textiles sector;163 The TNC chairman pointed out that
thls spht was impeding progress in the group despite

e‘z wrde support for the MFA-based ap-
proach

In late November 1990, the group agreed on a text
that aimed .at the eventual integration of textiles into
the GATT based on strengthened rules and dlsaplmes
and a transition period based on the MFA.165 Although
textile. negotiations at the Brussels conference made
some informal progress, they ended without agreement
largely. due to the impasse elsewhere at the Brussels
meeting over, agricultural reform.!56 167 Nonetheless,
participants have agreed to focus on the substantive is-
sues when discussions resume.l68 These issues in-

guneleueNo.SS July 16, 1990, p. 9. The ITCB

EM!-!Amnhenxyeanw-%:c.n;?B

997 Anqmwwldbeliﬁedmeunmpmdw;foﬂmngthe
of the MFA on July 31, 1991. Remaining restrictions

:faﬂdbemwedmfwrmgudepmdmgonaproduasdegm

g":ht‘ltmesu.Mahyxu.tllel’hihppmel,Sm apore and
Thailand presented .a transitional arangement closely akin to-the
HCBphn,hnmneadwnhamnonmrmghtheywzow

1”pllmi.'[helEqu_l-;: immediately integrate certain
products: ifito the'GA Runmmgmmenonswouldbe
progrunvely;imedommmgesbyredrcmgsomepeteenuge
of the volume remaining under restrictions.
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161 Interiational Trade Reporter, “Consensus emerging for
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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 sul’onger GATT rules relate to the transition mech-
anism,

Agriculture

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 s0.17! Agricultur-
al reform 1s one of the major objectives for many par-
ticipants,!72 such as the United States and the Caimns
Group!” of agriculture exporting nations,!74 and the
paramount issue for some, such as Latin American

_countries participating in the Round.!”S 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 Group 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-
éiesm%sa) import access barriers, and (3) export subsi-

~ In contrast, the EC, Japan, and other countries,!”
sought to focus reduction commitments on domestic
support programs through the use of a common mea-
surement (an “aggregate measure of support” or
AMS)180 that would not specify policy-specific com-
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mitments.!8! This would leave these countries with
greater flexibility to reduce overall support as they
chose, mdlermanbereqmredtoreducesupponunder
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 paper
proposed reduction commitments in each of these three
areas, employing the “tariffication” concept!®4 origi-
nally advanced by the United States, and addressed the
need for agreement on samtarg' and phytosanitary
(S&P) measures in agriculture.185 A separate working
group on S&mesumhadbeenestabhshedm the fall
of 1988 to develop strengthened GATT rules for these
measures.!86 (See following section on Working Group
on Sanitary and Phytosanitary Regulations and Barri-
ers.) Although the EC would not accept the chairman’s
text as the basis for negotiation, participants in the

group did agree it would serve to intensify negoti-
ations. 187

Discussions in fall 1990 focused on improved rules
and disciplines for agriculture.!88 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 Spe¢lﬁc
reductions over 10 years in each of the three areas.!%0
Intermal 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

m t of Commerce, Uruguay Round Update,
Sepln GATq‘ “News of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 38, July 16, 1990, p. 11. For

eumple mmnunndformeudl. mspeeuonmdconnol,
m‘hd uddunemcfoodudeouldheagreedposablyu

mlbnd p 10.

1% Tyriffication 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 absolute volume
constraint associated with quotas.

185 The President of the United States, Report to the Cougress
on the Extension of Fast Track Pmedun: Mar. 1, 1991, Annex

37.
P s Ibid., Annex p. 41.
1w Depmmem of Commerce, Uruguay Round Update,

ST oA GA'I% “News of the Uruguay Round of Multilateral Trade

Neqm pluueleueNo.aﬂ Oct. 9, 1990, p. 1.

9
150 iy pg. Submits Agriculture in the
USTR, Unned States ts Agri lsh%“l

.. Uruguay Round,” press release no. 90-59, Oct.
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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.!93 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 Policy Agenda and 1990 Annual Report
oflhel’n.;ng’eoluofllle naedSlausonthedeeAgmum

lntermumalTradeRepona Community
proposal on agriculture raguay Round trade
negotiations in Geneva, vol7no.45 Now. 14, 1990,

pp- 1747-1761.
%3 The President of the United States, chonxo:hcc
on llle Eﬂmm of Fast Track Proccdlm March 1, 1991,

}:tethwnal Trade Reporwr Wotkmg plper for draft
ammtmagnaﬂmumdepmpowdbyu

Round
agricultre neg chmmmMmHellnmn. val. 7,
no.49 Dec.12.1990€°;?05

%5 "The President of the United States, Report 1o the Congress
on llle Extension of Fast Track Proceduns Mar. 1, 1991, Amex

p- 40 .
196 [ ouis J. Mmphy "Bnmelstmemllncondunve' GATT
Talks Suspended to Allow Countries to Reflect on P
Bu:m America, vaol. 112, no. 1, Jan. 14, 1991, p. 14.
'IhePlendentoflheUnnedSmes RepantollleC
oullnEummofFa.nkaPmcm Mar. 1, 1991 Annex
Ecm See also International Trade Reporter, U.S others blame
forfaﬂu:emBmsehtoagmonnewnﬂutogovunwm!d
*"vol.‘l no. 49, Dec. 12, 1990, pp. 1876-1878. .
1% GATT, “News of the Uruguay | amdofMulﬁhtq:lTnde
Neguiauogs.’.'ptesqrelease

equivalency, national treatment and nonducmnmmon. transparen-
cy, and disease-free versus infected areas.

14

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).!1% 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 Multilateral Trade

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

The President’of the UmtedSmes Repon 10 the Congress
on 4‘2.‘! Extension of Fast Track Procedure: Mar. 1, 1991, Annex
P 202 1hd , Annex p. 41.

20 Thid., Annex p. 42.
:g‘.g.mdlic ulatory
reg agaunesbasedleupmduet
approvals and mandatory standards requirements on evaluations of
evidence demonstrating the three criteria of safety, efficacy, and
Inaddmon.sanewahmlheECConmsnonmdtln
Mmthwepmposeda“fomﬂ)mnon of social

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

Government Task Force on the EC Intemal Market, “Harmoniza-

Eoonouic Policy Tsnacs Raised by e Ee .?5.,,‘”2 Commmiya
sues e Eu ommumty s

Sm%Mukethgmn.May 1990 pp. 21-

- ”‘ Depmmmt ‘of Commerce, Urugwy Round Update Sep. -

lZA’I'I' “News of the Uruguay Round of Multilateral Trade
Negotiations,” press release No. 3544, various dates and pages.



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 II:1(b), XVII, XX V:5 and the PPA, XXVIII, and
XXXYV. 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- -

ﬁuix{b glound Tariff Protocol, in accordance with article

Article XII (Restrictions to Safeguard 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 comp