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PART IV CONSULTATIONS: BACKGROUND INFORMATION

SUBMISSION BY CANADA

In GATT/AIR/1907 Contracting Parties were invited to
provide relevant information for the program of consultations in
regard to the application of the provisions of Part IV of the GATT
as agreed at the 38th session of the CONTRACTING PARTIES. This
document responds to that invitation and contains an explanation of
the Canadian policies respecting trade with developing countries and
a description of Canadian efforts to implement the provisions of
Part IV of the General Agreement.

II AN OVERVIEW OF CANADA'S TRADE TRENDS

A. General Trends

Among industrialized countries, Canada's economy is
relatively highly oriented toward international trade. By 1984, the
ratio of bath exports and imports to GNP had risen to just over 31%,
from 25% a decade earlier and some 22% in 1964.

Year Exports Imports Balance GNP
- millions of dollars ------

1964
1967
1970
1973
1977
1980
1983
1984

10503
14663
21167
30718
52810
91031

108167
131867

10913
15234
20214
30954
57557
93346

107263
130707

(410)
(571)
953

(236)
(4747)
(2315)

904
1160

source: CANSIM; balance of payments
both goods and services.

50280
66409
85685

123560
210189
297556
390340
420819

EX/GNP IM/GNP Bal
(%) (%) GNP

(%)

20.9
22.1
24.7
24.9
25.1
30.6
27.7
31.3

21.7
22.9
23.5
25.1
27.4
31.4
27.4
31.1

(0.8)
(0.9)
1.1
(0.2)
(2.2)
(0.8)
0.2
0.3

basis; nominal data; includes

Along with the major expansion of trade in
exports increased their share of total exports from
in 1970 to just over 85% in 1984. By contrast, the

the 1970s, goods
just under 80%
share of

merchandise imports in total imports has remained relatively
constant around the 70% level.

The nature of the expansion in merchandise exports and
imports is set out in greater detail in Annex Tables I to IV. In
terms of trade partners, the U.S.A. has been a dominant and rising
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destination of Canadian exports. Exports to the U.S. accounted for
65.4% of total Canadian exports in 1970, and 73.1% in 1983. At the
same time, the proportion of exports going to other industrialized
countries was falling. Developing countries thus provided the most
rapidly expanding markets for Canadian exports. Their share
increased from 8.2% in 1970 to 11.3% in 1980 and remained at that
level until 1982, before declining to 10% in 1983.

The same general patterns apply to import expansion. The
U.S., however, has supplied a relatively constant share of Canadian
imports, around the 70% level, while the share of imports from
developing countries increased from 8.4% in 1970 to 14.1% in 1981
before declining to 11.1% in 1983. For both exports and imports,
the dominance of U.S. trade somewhat conceals the fact that Canada
trades extensively with developing and other countries through the
U.S. This is not just a matter of trans-shipment of goods, but of a
high degree of economic interlinkage. The major expansion of U.S.
trade with developing countries in the 1970s substantially increased
Canada's indirect commerce with these nations.

Even excluding such factors, direct two-way merchandise
trade has increased at an average annual rate of 13.6% since 1970,
from $31.9 billion in 1970 to $166.5 billion in 1983. Over the same
period, two-way merchandise trade with developing countries
increased at 15.6% per year on average, from $2.65 billion to $17.45
billion.

Further aspects and shifts in the geographical orientation
of Canadian trade can be seen in the following figures:
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Share of Exports¹
by Value
1970 1983

Share of Imports¹
by Value
1970 1983

Countries/Regions

USA
Central and South America
Western Europe
Eastern Europe
Middle East
Japan
Other Asia
Australia, N.Z., Pacific
Africa

65.4
4.2

18.7
0.8
0.5
4.7
2.9
1.5
1.3

73.1
3.1
8.2
2.3
1.3
5.0
4.5
0.7
1.3

71.1
4.9

14.0
0.5
0.7
4.2
2.0
1.4
1.1

71.8
4.8

10.0
0.3
1.0
5.8
4.5
0.7
1.0

Other Country Groupings

Developed Market Economies
Developing Countries
CECD
EEC
OPEC
Pacific Rim ²
Newly Industrializing ³

90.9
8.2

90.3
16.4
1.1
7.9
3.8

87.2
10.0
87.0
7.2
2.2
9.6
4.2

91.1
8.4

90.7
11.4
3.5
7.2
2.8

88.6
11.1
88.3
7.9
2.8

10.8
6.7

All remaining tables this section refer to merchandise
trade only.

Includes Hong Kong, Indonesia, Japan, S. Korea, Malaysia,
Philippines, Taiwan Thailand, Singapore, Burma, Kampuchea,
Laos, N. Korea, Vietnam, China, Australia, New Zealand,
Oceania.

includes Hong Kong, S. Korea, Taiwan, Singapore, Malaysia,
Thailand, Philippines, Pakistan, India, Egypt, Brazil,
Mexico, Argentina, Chile, Colombia.

1

2

3
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The commodity composition of Canadian merchandise exports
and imports has also changed substantially since 1970:

Exports

Value of Merchandise
Trade with All
Countries

1970
Share
(%)

1983
Share
(%)

Imports

Ave Ex
Growth
(%/yr)

1970
Share
(%)

1983
Share
(%)

Ave Im
Growth
(%/yr)

Food & live animals
Beverages & tobacco
Crude materials

excl. fuels
Mineral fuels,

lubricants
Animal/veg. oils &

fats
Chemicals
Manufactured

materials
Machinery &

transp. equip
Misc. manufactured

articles
Transactions n.e.s.

9.7
1.5

10.8 14.5
0.7 7.1

21.9 14.5 9.9

6.0 14.1 21.2

0.2
3.4

0.2 13.0
4.9 16.8

22.5 15.4 10.2

32.5 34.4 14.0

1.7
0.6

2.8 17.9
2.2 25.5

0.5

5.1 4

5.6 5

0.3
6.0

6.0 11.9
0.5 13.5

r.9 13.2

5.8 15.3

0.2 7.2
6.6 14.4

15.2 11.2 10.9

48.8 50.8 14.0

9.9
1.3

10.0 13.7
3.0 20.8

Total all commodities 100 100 13.5 100 100 13.6

Food, fuels, chemicals, machinery and transport equipment
and miscellaneous manufactures have experienced increasing export
shares, while those of beverages and tobacco, crude materials, and
manufactured materials have declined. On the import side, the
dominant share of machinery and transport equipment increased
further, while that of manufactured materials declined. The shares
of other commodity groups in total imports changed little over the
1970-1983 period.

B. Canadian Trade with Developing Countries

The expansion of trade with developing countries in the
1970s was accompanied by trade deficits for most of the decade.
These deficits grew to a peak of just over $2 billion in 1976.
Surpluses in trade with developing countries re-appeared in 1982
when export growth leveled off while imports declined.
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Merchandise Trade with Developing

1964
1967
1970

1976

1980
1981
1982
1983

Exports

0.789
0.900
1.440
1.871
3.331
6.267
8.824
9.457
9.509
9.084

Imports

0.867
0.969
1.214
2.191
5.353
7.012
9.298

11.121
8.226
8.365

Countries ($ billion)

Balance

(.078)
(.069)
.226

(.320)
(2.022
(.745)
(.474)

(1.664)
1.283
.719

On a regional basis, trade with the American and African
continents declined as a share of total trade with developing
countries. By contrast, the share of trade increased with the
Middle East and, more dramatically, with developing countries in
Asia and the Pacific Rim.

Share by Value of
Exports to
Developing Countries

1970 1983

Share by Value of
Imports from
Developing Countries

1970 1983

Central/
South America
Middle East
Other Asia
Africa

47.5
5.5

32.4
14.6

30.1
12.6
44.3
13.0

55.9
8.5

23.1
12.5

45.7
9.5

42.5
2.2

There were also significant changes in the commodity
composition of trade with developing countries, as detailed in
Annexed Tables I-IV. As recipients of Canadian exports, the share
of developing countries declined in less-processed commodities
(food, beverages, crude materials, mineral fuels and oils and fats)
and increased in the remainder (chemicals, manufactured commodities,
machinery and transport equipment and miscellaneous manufactured
articles). As sources for Canadian imports, developing countries
increased their share in all categories, except for slight declines
in machinery and transport equipment and miscellaneous manufactured
articles.
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The major growth areas in the values of Canadian exports to
developing countries have been crude materials, chemicals, fuels and
oils/fats while the main growth areas in the value of Canadian
imports from developing countries have been miscellaneous
manufactured articles, machinery and transport equipment.

Exports

Value of Merchandise
Trade with
Developing
Countries

1970
Share
(%)

1980
Share
(%)

Ave Ex
Growth
(%/yr)

1970
Share
(%)

Imports

1980
Share
(%)

Ave Im
Growth
(%/yr)

Food and live animals
Beverages and

tobacco
Crude materials

exc. fuels
Mineral fuels,

lubricants
Animal/veg.

oils and fats
Chemicals
Manufactured

materials
Machinery and

transp. equip.
Misc. mfg.

articles
Transactions n.e.s.

32.8 33.7 15.5

0.4 0.4 14.9

9.0 14.9 19.7

0.2

0.2
4.2

3.4 42.1

0.9 31.0
6.4 19.1

25.1 17.0 11.8

26.2 21.0 13.3

1.5
0.4

1.7 16.4
0.6 18.4

22.1 12.1 10.8

0.5

10.1

0.3 13.2

6.0 11.4

45.9 34.0 13.4

1.2
0.7

0.5
1.4

7.4
22.7

8.0 10.3 18.3

1.1 12.7 39.7

9.8 20.6 22.8
0.6 2.1 27.3

Total all commodities 100 100 15.2 100 100

At a more detailed level of disaggregation, the share of
developing countries as destinations for Canadian exports has grown

particularly rapidly in the cases of dairy and eggs, fruit and
vegetables, tobacco, hides and skins, wood/lumber/pulp, textile
fibres, fertilizers, coal, animal/vegetable oils & fats, plastics
and non-ferrous metals. (1) The share of developing countries as

sources of Canadian imports has grown most rapidly with respect to
fish, crude materials n.e.s., fixed vegetable oils & fats, leather,
wood manufactures, textiles, metal manufactures n.e.s., electrical
machinery, furniture, travel goods, clothing and footwear. (1)

(1) share growth of over 5 percentage points, 1970-1983

16.0
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In 1983, the top ten commodities (2) by value exported to,
and imported from, developing countries were as follows:

Exports Share(%) Imports Share(%)

cereals and cereal
preparations

non-ferrous metals
transport equipment
machinery excl.

electrical
crude fertilizers
paper, paperboard
electrical machinery
coal, coke
pulp, waste paer
wood, lumber, cork

Total

28.6
8.7
8.5

8.3
5.3
4.5
4.2
3.2
3.0
2.9

77.2

petroleum & products
clothing
electrical machinery
fruit & vegetables
textiles
coffee, tea, cocoa,

spices
metal ores, scrap
misc, mfg. articles
machinery excl.

electrical
footwear

34.0
11.4
6.5
4.9
4.2

3.9
3.8
3.7

3.7
2.7

78.8

(2) SITC 2-digit categories

III. CANADIAN TRADE PCLICY TOWARD DEVELOPING
COUNTRIES AND PART IV OF THE GATT

Canadian trade policy toward developing countries is cast
broadly in terms of Canada's commitment to development, its overall
foreign policy, including bilateral relations and multilateral
cooperation, and its increasingly important trade ties with growing
and maturing economies of the Third World. Each of these dimensions
is characterized by change, and Canadian trade policy is evolving to
meet these changes.

The Development Dimension

Canada has long held the economic development of less
developed countries to be an important element in its foreign
policy. This has been based on a strong sense of humanitarianism
and social justice, particularly with respect to the alleviation of
poverty and meeting basic human needs in the poorest countries. It
has been based as well, however, on the view that economic and
social progress in less developed countries is an imperative for a
stable international order, and of direct political and economic
benefit to Canada. From its earliest efforts in the development
field under the Colombo Plan, to its now extensive development
cooperation with many countries, this policy objective has been
pursued largely through official development assistance programs to
support education and basic infrastructure; more recently it has
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focussed on agriculture and food, energy and human resource
development. These efforts continue with a significant proportion
of development assistance directed to the least developed
countries. Multilateral development assistance channels through
such institutions as the World Bank, the regional Development Banks
and the United Nations Development Program, all of which form
important components of Canada's overall aid program. Lastly, since
its establishment in 1978 the industrial cooperation program has
grown significantly with its primary objective being the promotion
of industrial development including the transfer of technology to
the Third World. See Table V for Annexed statistics on Canada's aid
by program in FY 1982-83 and FY 1983-84.

In addition, however, Canada has recognized the vital role
that trade can play in furthering the development process. This
role may vary depending on the nature of a country's economic base,
its level of economic development, and its development plan and
general economic policy. From its own experience as a natural
resource producer, developing its industrial structure and enhancing
its manufacturing sector in the context of a small domestic market,
Canada has fully appreciated the importance of trade for its own as
well as others' economic development.

Canada has thus joined with other Contracting Parties ir,
establishing provisions, within the General Agreement and associated
instruments such as the Enabling Clause, which recognize the special
links between trade and development, and call for, and permit,
preferential treatment to developing countries to enhance these
links. Canada remains committed to these principles, and seeks to
ensure that they are applied in a manner which takes fully into
account the development situation of a Contracting Party, for
maximum economic benefit.

The Political Dimension

Canada's political ties with many parts of the Third World
bear importantly upon its trade policy. A special political and
economic relationship with the Caribbean has its roots in long
established patterns of trade. The extension of the British
Preferential Tariff to Commonwealth partners was a forerunner of the
later General Preferential Tariff. Canada is bound by special forms
of economic cooperation with developing country partners in the
Commonwealth and la francophonie. Canadian interests in South
America and participation in regional institutions assure strong
ties between Canada and this region, and strengthen trade
relations. A formal framework for economic and political dialogue
with ASEAN and others in the Asia/Pacific region reflect mutual and
growing trade interests with these increasingly important economies.

On the multilateral level, Canada has played an active part
in international efforts to address economic issues of particular
concern to developing countries front a broad political perspective.
Prom the establishment of UNCTAD, to efforts to promote North-South
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dialogue across a range of issues, Canada has attempted to promote a
constructive, pragmatic approach to common concerns. This includes
at present a desire to examine policy interlinkages between trade,
finanace, adjustment, and development in such bodies as the Joint
IMF/World Bank Development Committee. In the trade area, Canada
attaches particular importance to the strengthening of the GATT as a
multilateral institution. In order for the GATT to properly address
the trade issues confronting the international economy in the
1990's, it will be essential to have the political support and
participation of developing countries commensurate with their place
in world trade.

The Trade Dimension

Canada shares trade interests with many developing
countries. Canada's market size, resource base, and need for
improved market access for processed resource products, lead to
common perspectives on a number of issues in the GATT. An important
element in this regard given relative economic powers is the need
for more effective dispute settlement which will protect the rights
of countries with smaller economies. Canada seeks to increase
cooperation with its developing country partners in these and other
areas in the GATT.

Canada also seeks to improve the effective application of
the GATT in its increasing trade with developing countries. The
economic development of some of these countries, and the nature of
the trading relationship being established, reflect a situation
significantly different from that of the mid-1960's. In certain
instances this has meant a change from viewing trade primarily
within a developmental perspective, to seeing it in its own right as
mutually beneficial economic activity. Canada foresees potential
for significantly higher levels of trade with many dynamic, growing
economies in the Third World. This trade must be placed on a more
assured basis through increased levels of rights and obligations.
In practical terms, this will mean lower, bound tariffs, more
transparent and disciplined import and export regimes, and increased
cooperation in dealing with new trade issues such as services.
Canada intends to work with its developing country partners to
identify where, and how, mutual economic benefit may be pursued.

Canadian Policy Toward Part IV

The Canadian view of Part IV of the GATT is set against the
background of the Canadian commitment to development, and the
recognition of the key role which trade can play in this process.
It also takes into account important changes in economies of
developing countries, including increased differentiation in levels
of economic development, and the international trade system as a
whole. Finally, the Canadian experience with implementation of Part
IV points to its essentially "best endeavours" nature, in contrast
to the contractually binding obligations of other parts of the
General Agreement.
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Thus, while Canada remains fully committed to the
principles and undertakings of Part IV as it relates to the
development process, its experience in recent years increasingly has
pointed to the greater relevance of other parts of the General
Agreement as a framework for trade with many countries of the Third
World. This relates not only to a Canadian interest in ensuring
improved access to these markets. It relates as well to the
importance for these countries that their trade with Canada be
governed more on the basis of contractually bound obligations.
Canada will therefore continue to attach importance to improving and
strengthening the legal basis for the conduct of its trade relations
with developing countries. This will include exploration of how
benefits of interest to both Canada and its developing country
trading partners might be achieved through proceeding with a new
round of multilateral trade negotiations.

IV CANADIAN IMPLEMENTATION OF THE PRINCIPLES AND
OBJECTIVES OF GATT ARTICLE XXXVI

A. The Canadian Generalized System. of Tariff Preferences

Background

In conformity with the objectives and principles contained
in Article XXXVI of the GATT and as part of Canada's continuing
contribution to assist developing countries in improving their
exports of manufactured and semi-manufactured industrial products to
world markets, the Canadian Parliament approved legislation, on
April 18, 1973, which authorized the government to institute a
system of tariff preferences for imports from developing countries.
This legislation, known as the General Preferential Tariff (GPT),
was brought into force on July 1, 1974 for an initial period of ten
years; legislation was passed on June 28, 1984 to extend the GPT
until June 30, 1994. Since its inception the Canadian scheme has
evolved to meet many of the concerns expressed by beneficiaries
relating to its scope and operation and as a result the actual level
of imports under the Canadian GPT has increased from $256 million to
$1.2 billion over the first 10 years of its history.

(i) Beneficiaries

In all, Canada extends the benefits of the GPT to 163
developing countries and territories. All developing countries
which are entitled to the British Preferential (BP) Tariff rates (a
preferential system of tariff rates based on Commonwealth
affiliation), all other members of the Group of 77 which are
entitled to Most-Favoured-Nation (MFN) tariff rates, and a number of
other countries and territories which benefit from MFN treatment and
claim developing country status are included as GPT beneficiaries.
The current beneficiaries of the GPT are listed in the import
summary tables appearing in the Annex as Tables VI to VIII.
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(ii) Product Coverage and Rates

Since the GPT was intended to help developing countries improve their
exports of manufactured goods to world markets and to promote their
industrialization, preferential GPT rates of duty were established for all
manufactured and semi-manufactured products, as well as a range of industrial
raw materials, except for some textile products, leather footwear and electron
tubes which were excluded from the outset. These rates were set on the basis
of a formula, at the lower of the MFN rates reduced by one third or the BP
rates. It was agreed early in the international discussions that developed
countries could not be expected to provide a broad measure of preferential access to
to their markets for agricultural and food products. However, Canada,
recognizing that developing countries were vitally interested in increasing their
exports of agricultural products to developed countriesincluded in its GPT
a selected list of agricultural products of export interest to developing
countries. In 1977, Canada broadened the list of agricultural products
covered by the GPT and, at the same time, provided lower than formula rates
on a wide range of other products. These changes reflected developing country
export interests as discussed in the Tropical Products Group of the Multilateral
Trade Negotiations.

In order to determine whether access to the Canadian market
for products of developing countries could be further improved, the
Minister of Finance directed the Tariff Board in July, 1980 to study
and report on the likely impact on Canadian production of including
additional products under the GPT and the impact of reducing to Free
the rate of duty for certain products which are currently dutiable
under the GPT. The Board's report was tabled in Parliament in two
parts, the first in May 1981, the second in May 1982. Most of the
Board's recommendations were implemented in connection with the
November 12, 1981 and the April 19, 1983 budgets respectively, thus
further broadening the scope of the Canadian scheme.

(iii) Rules of Origin

The Canadian GPT Rules of Origin are designed to facilitate
the entry into Canada of exports from beneficiary countries while at
the same time ensuring that goods transhipped from developed
countries and subject to only minor processing are excluded. To
make it easier for developing countries to determine whether or not
their goods qualify for entry into Canada under the GPT, Canada has
selected the percentage criterion as the basis for the GPT rules of
origin because of its transparency. Preferential treatment is
granted by Canada under the GPT if the products imported from
developing countries satisfy the following general rules:

1. Goods entering under the GPT must be bona fide the growth,
produce or manufacture of the exporting developing
country. A certificate of origin (Form "A") must be
furnished as documentary evidence of origin at time of
entry. These certificates of origin are to be issued by an

authorized body in the beneficiary country where the goods
were finished.
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2. In the case of goods manufactured in a developing country
using imported parts and materials, the goods may contain
up to 40 p.c. foreign material content based on the
ex-factory price (60 p.c. in the case of least developed
countries). In 1984, legislation was passed by the
Canadian Parliament specifying that parts and materials
originating in other eligible developing countries (or
Canada) are not considered to be "foreign" for the purposes
of the Canadian GPT rules of origin. In administering the
percentage criterion, the Canadian administration accepts
statements by acknowledged certifying authorities in the
country of export as sufficient proof that the criterion
has been met.

3. Goods must be shipped to Canada from the beneficiary
country where the goods were finished on a through bill of
lading (direct consignment) without undergoing any
manufacturing in an intermediate country. The direct
shipment rule may be waived in extenuating circumstances.

Since the inception of the GPT in 1974, the average rate of
utilization of the special preference by LDC's has been around 74
p.c.

(iv) Handicrafts

Tariff item 87500-1 was established by Parliament on
November 18, 1974, to provide duty-free entry for handicraft goods
of artistic quality produced in countries entitled to receive the
benefits of the Canadian GPT. In June 1976, the Handicrafts Goods
Order established a list of hand-crafted articles eligible for entry
under this item. The Order also established certain definitions and
criteria to govern the administration of the tariff item. To
qualify for entry under the measure, products must be "certified" by
the government of the country of production or by a recognized
authority in the country of production to be (a) handicraft products
with traditional characteristics that are typical of the
geographical region where produced, and (b) to have acquired their
essential characteristics by the handiwork of individual craftsmen.

(v) Special Measures for Least Developed Countries (LLDCs)

At the September 1981 United Nations Session on Least
Developed Countries, Canada announced that it would introduce
special measures for these countries. These measures, introduced in
the November 1981 budget, provide duty-free entry for all goods
eligible for the GPT when imported from LLDCs. Following approval
of the required legislation by the Canadian Parliament, the list of
LLDCs was designated by the Governor-in-Council on January 13, 1983,
and has since been expanded to cover 36 countries (see below). The
countries designated are those included in the United Nations list.
More liberal rules of origin regulations for LLDCs were also adopted
in 1983 under which the domestic content requirement was reduced
from 60% to 40%.
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LEAST DEVELOPED COUNTRIES FOR THE PURPOSES OF THE GPT

Afghanistan Lesotho

Bangladesh Malawi

Benin Maldives

Bhutan Mali

Botswana Nepal

Burkina Fasso (formerly Niger

Upper Volta) Rwanda

Burundi Sao Tome & Principe

Cape Verde Sierra Leone

Central African Republic Somalia

Chad Sudan

Comoros Togo

Djibouti Uganda

Equatorial Guinea United Republic of Tanzania

Ethiopia Western Samoa

Gambia Yemen Arab Republic

Guinea Yemen Democratic Republic

Guinea-Bissau

Haiti
Lao People's Democratic Republic

(vi) Safeguard Provisions

Like other countries, the Canadian scheme has provision for
withdrawal of the GPT in cases where Canadian producers are being
injured by imports entering at preferential GPT rates of duty.

New safeguard procedures under the GPT have been
implemented that are more flexible and responsive to the concerns
not only of Canadian producers but of developing countries as well.
In 1980, the Minister of Finance directed the Canadian Tariff Board
to conduct an inquiry into any submission from a Canadian producer
claiming that he has suffered or may suffer injury as a result of
preferential rates of duty under the GPT. If the Board is satisfied
that there is a prima facie case of injury (or threat of injury),
taking into account the factors considered under the GATT
Anti-dumping Code and the Code on Subsidies and Countervailing
Duties, and that removal of the GPT would remove the injury, then it
may conduct a public inquiry and make recommendations to the
Government. Not only domestic producers, but importers, foreign
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exporters and foreign governments may make representations to the
Board during such public hearings. Further, in order to reduce the
impact of any possible GPT withdrawal on developing countries the
Government introduced legislation in November 1981 to allow for the
establishment of tariff rate quotas in lieu of complete GPT
withdrawal.

prior to these new procedures being adopted, only two
pr iber footwear and colour television sets, had been
w- m the GPT. These GPT withdrawals were recently
e -e Tariff Board and the Government, on the Board's
r n, decided to continue to exclude these products from
ti.- ce the adoption of the new procedures only two other
pro. ad Lake C organic pigment dyestuff and rubber inner tubes
(effective May 1, 1985), have been excluded from the GPT.

(vii) Technical Assistance

To further assist developing countries wishing to take
advantage of preferential access to the Canadian market under the
GPT, Canada contributed $50,000 to the UNCTAD Technical Assistance
Project and has sent technical experts on the GPT and other customs
matters to participate on a regular basis in technical seminars
arranged by UNCTAD and various trade facilitation offices. Since
1983, Canadian representatives have attended seminars in the
People's Republic of China, Thailand, Malaysia, Indonesia,
Singapore, the Philippines, Guatemala and Papua New Guinea. In
cases where it has not been possible to provide technical experts,
detailed documentation describing the Canadian scheme has been made
available.

B The Tokyo Round of Multilateral Trade Negotiations:

Negotiations between Canada and Developing Countries

Canada supported the active participation of developing
contracting parties in the Tokyo Round of Multilateral Trade
Negotiations. Canada also expended considerable effort throughout
the last Round to consult bilaterally with developing countries
actively interested in the negotiations and had lengthy substantive
bilateral negotiations with a broad range of developing countries.
Insofar as benefits to developing countries are concerned, in
Canada's view the Tokyo Round achieved to a reasonable degree the
goals established by the 1973 Tokyo Declaration. The results are
significant for developing countries as a whole and markedly more
favourable to them than they would have been in the absence of their
participation.
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Tariff Negotiations

In 1977, Canada imported approximately $4.4 billion of
goods from developing countries, of which $3.6 billion were
industrial products. More than $3 billion entered duty free under
the MFN tariff, over $420 million entered at preferential rates
under the GSP (more than half of which entered duty free). As a
result of Tokyo Round concessions on "tropical products", MFN
tariffs were reduced on $92 million of 1977 imports for which
developing countries were the principal suppliers. Additionally,
Canada implemented improved preferences for developing countries
under its GPT on a further $56.6 million worth of 1977 imports for
which developing countries were not principal suppliers. Taking
these tropical product concessions into account, the vast majority
of agricultural imports from the developing countries now enter
Canada duty free. In 1983, 77 percent - or about $840 million - of
such imports from developing countries entered duty free.

In the industrial MTN negotiations, Canada agreed to reduce
its MFN rates by a trade-weighted average of close to 40 percent -

from an average rate of 15 percent to an average of 9 to 10
percent. The access of developing countries to Canada's market for
industrial goods was improved in the following ways as a result of
the general MFN tariff reductions and Canada's consideration of
developing country requests:

- On the $495 million in industrial imports from developing
countries in 1977, which entered under tariff items not
covered by the GPT, Canada agreed to reduce the applicable
MFN rates by about 18 perent. Much of this trade was
related to sensitive sectors and originated from a
relatively few, more advanced, developing countries who
have become highly competitive.

- For those products which were not already duty free under
the GPT, many GPT rates were (and will continue to be)
reduced in step with the MFN reductions agreed to in the
MTN. In these cases, the reductions in the GPT rates are
implemented automatically as MFN rates are reduced.

Non-Tariff Measures

Canada is party to the non-tariff agreements concluded
during the Tokyo Round on subsidies/countervail, government
procurement, technical barriers to trade, customs valuation, import
licensing, civil aircraft agreement, and revised anti-dumping code,
all of which contain special provisions more favourable to
developing countries. In 1981 Canada extended, on a unilateral
basis, the benefits of the Government Procurement Agreement to 29
least developed countries, thus permitting qualified suppliers from
these countries to bid, on a non-discriminatory basis, on Canadian
government contracts covered by the Code. Developing countries have
also gained from new international disciplines which developed
countries such as Canada accepted during the Tokyo Round as well as

strengthened GATT consultation, conciliation and dispute settlement
procedures.
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Special and Differential Treatment

Mindful of the 1973 Tokyo Declaration, Canada agreed to
general provisions relating to special and differential treatment
for developing countries as part of an understanding concerning the
framework for the conduct of international trade. These
understandings reached during the Tokyo Round in favour of
developing country trade (together with the special and differential
provisions in the non-tariff agreements) reflected the willingness
of Canada and other GATT contracting parties to depart from the
basic non-discrimination (Most-favoured Nation) principle in favour
of developing countries.

C Trade/Finance Programs

Canadian export finance facilities have supported large
volumes of Canadian exports to developing countries since 1961.
Canada's Export Development Corporation (EDC) provides a wide
variety of financial services including credit insurance, loans,
guarantees and lines of credit.

Since 1979, Export Development Corporation has signed new
commitments for developing countries amounting to $4,459.0 million.
From 1961 to 1983, EDC signed loans, guarantees and lines of credit
totalling $12.5 billion. Approximately two-thirds of this amount,
or $8.2 billion, has been to developing countries.

D Canadian Trade Facilitation Office

The Canadian Trade Facilitation Cffice (TFO) was
established in 1980 as an independent body intended to assist
developing countries in marketing products in Canada.

The TFO works very closely (but not exclusively) with
developing country diplomatic missions based in Ottawa, New York and
Washington. Developing country commercial interests are promoted by:

- assisting in the upgrading of marketing skills of the
diplomatic representatives by information seminars. These
skills will be of continuing use in positions beyond
Canada. The response from developing country
representatives has been appreciative. All presentations
at 27 such seminars have been taped for subsequent use by
new arrivals.

- providing direct assistance in the planning and execution
of trade missions (including, for example, the preparation
of a trade mission checklist to help avoid some frequent
planning errors). TFO officers have accompanied some
missions.

- identifying buyers for products offered. An up-to-date
register of Canadian importers is maintained to each of
whom is sent a bulletin of developing countries products
offered", published four times a year.
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- publishing a fashion trend forecasting paper to help
developing country producers anticipate Canadian market
requirements.

- preparing product notes in areas of specific interest to
developing countries.

- helping Canadian importers to visit developing countries by
paying part or all of their air fare as part of a
provincial or federal export mission.

- helping developing country exporters to visit Canada by
paying part of the cost involved.

- encouraging group participation in selected Canadian trade
fairs by paying part of the costs involved.

- organizing seminars (both abroad and in Canada) which are
aimed at the Canadian market

- maintaining liaison with other import promotion offices
(and ITC Geneva) to be aware of new ideas.

- producing a film on the Canadian market in seven languages
(VHS, Betamax, and 16mm format) which has now been widely
distributed.

V CANADIAN TRADE POLICY MEASURES IN LIGHT OF THE
COMMITMENT CONTAINED IN GATT ARTICLE XXXVII

A Non-Tariff Measures

Canadian Anti-Dumping and Countervailing Duty Provisions

Canadian legislative provisions dealing with injurious
dumped or subsidized imports were recently replaced by new
legislation, the Special Import Measures Act (SIMA), which came into
effect on December 1, 1984. The new legislation, like the previous
provisions, does not discriminate as to the source of injuriously
dumped or subsidized imports, and contains a number of additional
elements which were designed to ensure greater transparency and to
incorporate into Canadian law various rights under the Revised GATT
Anti-dumping Code (1979) and the GATT Code on Subsidies and
Countervailing Duties, both negotiated in the Tokyo Round of
multilateral Trade Negotiations. Canada is signatory to both
agreements.

The SIMA, in comparison to previous legislation, contains a
number of additional features, such as specific time limits for
various stages of an investigation, greater appeal rights for the
importer/exporter and the government of the country of export on the
question of injury at the early stage of an investigation;
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provisions allowing for consideration of the consumer interest in
the imposition of any duties, sunset provisions (5 years for any
injury findings and 3 years for undertakings); and the possibility
for exporters or their government, in subsidy cases, to offer
undertakings in lieu of having to pay duties. These new features
are designed to ensure that the system is transparent, fair and
effective.

Trade in Footwear

Canada has imports of most types of footwear under quota,
consistent with GATT Article XIX. The import quota is
non-discriminatory, in that the quota is allocated among importers
who may import from any sources they choose.

Imports from developing countries have increased their
participation in the Canadian market from 26.2 million pairs (30% of
the market) in 1978 to 38.0 million pairs (45% of the market) in
1983. Import penetration from all sources is high in the Canadian
market, reaching 60% in 1983.

B Fiscal Measures

Canada imposes a ten per cent federal sales tax under the
Excise Tax Act on most goods manufactured in or imported into
Canada. The law is designed to treat domestic and imported goods
equally. Many goods, whether imported or manufactured in Canada,
are exempt from the tax. These include clothing, food, health care
products and equipment used in transportation, manufacturing,
construction, and agriculture. Construction materials are taxed at
six per cent, and alcoholic beverages and tobacco products at
thirteen per cent.

Additional excise taxes are imposed at varying rates on
selected products such as jewellery, motive fuels, smokers'
accessories, wine and tobacco.

The Excise Act imposes duties on domestically-produced
beers, spirits and tobacco products. Similar duties are imposed on
imports at equivalent rates under the Customs Tariff.

These measures are designed so as not to discriminate
against goods entered into Canada from other countries. Sales and
excise taxes and excise duties apply equally to both imports and
domestic goods. In fact, imported goods may even enjoy a
competitive advantage over domestic goods where the costs of
advertising, warranting or distributing such goods are incurred in
Canada after importation. Such costs are not reflected in the
importer's value for tax, although comparable costs incurred by
Canadian manufacturers normally form a part of the value on which
the tax applies.
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C Trade in Agricultural Products

Canada is a large exporter cf agricultural products, $10.3
billion in 1984. Our imports amounted to $6.1 billion, of which
$1.9 billion may be considered complementary, ie. of a type not
produced in Canada ($1.2 billion from developing countries). Our
markets are open to products of interest to the developing
countries. Tropical products, including beverages, in most cases
enter duty free. Some import controls are in effect for temperate
products; these are operated in conjunction with supply management
programs and apply to dairy products, poultry and eggs. We have
state trading in wheat, oats and barley produced in the western
provinces and are of course a major grain exporter. At the
beginning of 1985 Canada had to impose quantitative restrictions on
imports of beef and veal because of a surge in arrivals of low
priced beef which threatened to disrupt the Canadian market. ln
other important sectors - horticulture, sugar, oilseeds, pork:, and
other meats, processed foods - trade barriers are not significant
provided normal sanitary regulations are observed.

Canada is working with other countries in the GATT to improve
the conditions of agricultural trade. We seek the active
involvement of the developing countries in the CTA and other GATT
committees where our mutual interests can be furthered.

D Trade in Textiles and Clothing

Canada is a party to the Multi-Fibre Arrangement and took an
active part in the negotiation of the 1981 protocol extending the
MFA through July 31, 1986.

Under the auspices of the MFA, Canada maintains bilateral
arrangements with 18 MFA signatories. All of these arrangements
have been concluded under the provisions of MFA Article 4 and
contain provisions established through bilateral negotiation in
order to ensure the orderly and equitable development of trade in
textiles and clothing.

Canada's requests for consultations regarding possible textile
restraints have always been based on the criteria established under
Annex A of the MFA. In each case, Canada has conducted the
negotiations with a view to reaching agreement to the satisfaction
of both parties in order to facilitate an expansion of trade in
textiles and clothing while avoiding disruption to the Canadian
market. Canada has resorted to unilateral action under MFA Article
3.5 only very sparingly (three times between 1979 and 1984) and, in
each of these cases, mutually satisfactory bilateral arrangements
have subsequently been negotiated. All existing Canadian bilateral
arrangements on textile trace which have been presented for the
examination of the Textiles Surveillance Iody have been recognized
as complying withMFA principles.
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To the extent possible in the face of an already high overall
import penetration from established suppliers with large restraint
levels, Canada has always attempted to respect fully the provisions
of Article 6 of the MFN with respect to according special treatment
to small suppliers and to new entrants to international trade for
textiles and clothing.

The Canadian policy with regard to trade in textiles and
clothing has provided considerable scope for expansion of developing
country imports into the Canadian market. In this regard, during
the 1978-83 period, imports of textiles from developing countries
have increased in value by about 93 percent, while clothing imports
from these sources have grown by 108 percent. On a volume basis in
terms of units, imports of clothing from developing countries have
increased during the same period by 32%. Moreover, this increase
has ccnsiderably exceeded the overall growth in the Canadian market,
with the volume of clothing shipments by domestic manufacturers in
Canada actually declining through most of this period.

E Structural Adjustment

The Canadian Government has been a strong proponent of both
trade liberalization and related policies which foster domestic
adaptability and positive response to structural changes induced
through trade shifts and domestic demand and technology changes.
The economic health of Canada, and our ability to compete are strong
reasons for this policy. Commitment to fostering the development of
developing countries is a major complementary objective. The
recession of the early 1980s was not an easy period to undertake
adjustments, and unemployment levels in Canada remain high. The
Government, however, is reviewing a range of programs which affect
adjustment. Changes have been made which are designed to enhance
the adaptability of Canada's labour force, and review of many
aspects of industrial and taxation policy is being undertaken in the
context of budgetary examination and the need for deficit
reduction. Further trade liberalization under the GATT remains an
important objective for Canada.

F Consultations

In the context of the GATT Tropical Products consultations,
Canada considers requests from developing countries for improvements
in the GPT at any time. A wide range of improvements in GPT rates
of duty were implemented in 1981 and 1983. More recent requests by
LDC's for improved access under the GPT are currently under review.
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VI JOINT ACTION UNDER GATT ARTICLE XXXVIII

A Trade in Primary Products: Primary Commodity Agreements

Canada participates in international commodity arrangements
whenever these appear to further the interests of our main trading
countries, as is shown by our membership in most Agreements and
study groups. Canada advocates an examination Of problems on a
commodity-by-commodity basis, leading to negotiation of agreements
when appropriate and feasible solutions have been identified. We
note a greater disposition in recent years to consider arrangements
aimed at improving marketing conditions and market transparency
instead of full-fledged commodity agreements. Such arrangements, we
consider, may provide a good basis for multilateral cooperation.

To be effective, Canada believes that price stabilizing
agreements should be designed to moderate price cycles along the
medium term price trend, have sufficient participation of member
countries, provide adequate means to defend price range, and make
provisions for semi-automatic revision of the price range to reflect
market developments. Currently, Canada is a member of the
international commodity agreements dealing with wheat, coffee,
rubber, tin, sugar, and jute.

Canada has signed and ratified the Common Fund Agreement as a
gesture of our commitment with the aim of establishing an
operationally and financially viable institution to support
international commodity agreements.

Canada considers that the international commodity agreements
designed to coordinate and increase research and development and
promote market development, such as the International Jute
Agreement, which came into operation in January 1984, hold
considerable promise. In March 1985, Canada announced an
unearmarked voluntary contribution of $100,000 to help fund projects
being sponsored by the International Jute Organization. Although
the Jute Agreement's objectives are more limited than those of
international commodity agreements with economic provisions, this
Agreement may lead to an improvement of the commodity, improve its
competitiveness in regards to synthetics and develop new usages for
jute.

In addition, Canada belongs to a number of international study
groups: International Lead and Zinc Study Croup, International
Rubber Study Group and is actively promoting the establishment of an
International Nickel Study Group. Canada considers that these
groups assist market transparency and hence assist both producers
and consumers.
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B Joint Action in Cooperation With Other International Organizations

Canada takes active part in a number of international
organizations, including several within the United Nations system,
whose activities are directly related to the objectives of the
General Agreement and in particular enhancing the beneficial impact
of trade on development. UNCTAD is of particular relevance in this
regard, as a forum for examination of a broad range of policy issues
relating to trade and development. Canada seeks to improve
cooperation with other member countries in UNCTAD with a view to
making deliberations of this body more effective and enabling it to
contribute more positively to an understanding and resolution of
economic issues of mutualinterest and concern.

Canada also contributes to funding of the UNCTAD/GATT
International made Centre. In addition to indirect support through

TT and UNCTAL contributions, Canada funds specific projects
administered by the Centre. In fiscal year 1983/84 Canada
contributed $1 million directly to ITC.
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TABLE V

TOTAL CANAD IAN ODA BY PROGRAM

Country-to-Country (Bilateral)

1982-83
($C M)

1983-84
($C M)

Government-to-Government

Africa 332.58 284.17
America 57.76 97.38
Asia 305.97 275.58
Europe .06 .03
Oceania .95 1.40
Miscellaneous 18.75 19.74

Sub-total: Government-to-Government 716.07 678.30

Other Country-to-Country

Canadian Non-Governmental Organizations 136.25 177.68
International Non-Governmental
Organizations 17.93 18.48
International Development Research Centre 53.56 63,67
Humanitarian Assistance 25.08 40.21
Petro-Canada International Assistance
Corporation 17.55 42.03
Scholarship Programs 4.20 4.09
Miscellaneous Programs 17.66 22.61
Administrative Costs 86.82 91.89

Sub-totai: Other Country-to-Country 359.05 460.66

Sub-total: Country-to-Country Assistance 1075.12 1138.96

Multilateral Assistance

General Funds 68.20 73.50
Renewable Natural Resources 12.68 40.38
Population and Health 11.70 12.95
Commonwealth and Francophone Programs 14.82 15.91
Other Programs 3.96 6.10
International Humanitarian Assistance 13.72 10.27
World Food Program 117.55 146.29
Contributions to Regular Budgets and
Voluntary Funds by External Affairs &
Other Departments 26.71 27.02
International Financial Institutions 325.18 342.16

Sub-Total: Multilateral Assistance 594.52 674.58

Total Assistance (ODA) 1669.64 1813.54

Official Development Assistance (ODA)/
GNP Ratio .459% .454%
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