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1. At its Sixty-First Session on 22 June 1987 the Committee on Trade and
Development decided that the Sub-Committee on Trade of Least-Developed
Countries should keep under continuous review issues in the Uruguay Round
of particular interest to the least-developed countries This paper
contains a short review of developments in the negotiations for the
information of least-developed countries which have not so far actively
participated in the negotiations.

Review of developments since the launching of the Uruguay Round

2, The Ministerial Declaration which launched the Uruguay Round in
September 1986 falls into two parts. Part T establishes the objectives and
principles for the negotiations on trade in goods. It provides for
standstill and rollback commitments on trade restrictive, or trade
distortive measures, thus ensuring that governments will not increase
existing levels of protection - particularly as a means of improving their
negotiating position - and will phase-out their existing restrictions which
are incensistent with GATT disciplines. The Declaration also sets out the
wide range of issues In the area of trade in goods on which naegotiations
would take place. A Group of Negetiations on Goods (GNG) was set up to
supervigse the conduct of the negotiatilons and report to the Trade
Negotiations Committee (TNC). 1In Part II of the Declaration Ministers
decided to launch negotiations on trade in services and set up a Group on
Negotiations on Services (GNS) which also reports to the Trade Negotiatlons
Committee.

Institutional Organization of the Negotilations

3. Between October 1986 and February 1987 the TNC, the GNG and GNS, held
a series of meetings aimed at developing a series of detailled negotiating
plans and creating their accompanying negotiating structures. The final
decisions taken on 28 January 1987 consisted of:

- the establishment of a surveillance body to oversee the

implementation of the standstiil and rollback commitments. This
body reports to the Trade Negotiations Committee;
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- the establishment of a negotiating structure under Part T of th
Declaratlion which includes fourteen separate negotlating groups';
- agreement on negotiating plans for each of the groups consisting
mainly of the definition of the negotiating objective of the
groups as well as the outlining of the principal stages of the
negotiating process (including a detailed initial phase to be
completed by the end of 1987 and an indication of the contents of
the subsequent negotiating process);
- a programme for the initial phase of negotiations in the Services
Group; '
- a calendar of initial meetings for each negotiating group.
4, In most cases the initial phase has consisted of the followilng:

(a) ccmpilation of background material for the negotiations including the
collection of baslc data, the submission of proposals on the issues
involved and an exchange of views on such proposals or in some cases a
first examination of the issues to be covered; and, (b) the reaching of a
common understanding on appropriate techniques, procedures, or modalities
to be used in the negotiations.

Work in the Negotiating Groups

5. While issues in all the negotiating groups are of direct or indirect
interest to least-developed countries, the work in the Negotiating Group on
Tropical Products is probably the most relevant since most of these

countries are exporters of tropical primary and processed products.

Negotiating Croup on Tropical Products

T,

Negotiating Plan

6. The Negotiating Plan for Tropical Products adopted by the TNC on
28 June 1987 is reproduced below.

Negotiating Objective

"Negotiations shall aim at the fullest liberalization of trade in
tropical products, including in their processed and semi-processed
forms and shall cover both tariff and all non-tariff measures
affecting trade in these produats. :

-
.

1The fourteen negotiating groups are as follows: Tariffs; Non-Tariff
Measures; Natural-Resource Based Froducts; Textiles and Clothing;
Agriculture; Tropical Products; GATT Articles; MTN Agreements and
Arrangements; Safeguards; Subsidies and Countervailing Measures;
Trade-Related Aspects of Intellectual Property Rights, including Trade in
Counterfeit Goods; Trade-Related Investment Measures; Dispute Settlement;
and Functioning of the GATT System.
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"The CONTRACTING PARTIES recognize the importance of trade in
troplcal products to a large number of less~developed contracting
parties and agree that negotiations in this area shall receilve special
attention, including the timing of the negotiations and the
implementation of the results as provided for in B(ii)" of the
Ministerial Declaration,"

Principal stages of the negotiating process

Initial Phase

(a) exchange of views on work done so far in GATT in this area;

(b) compilation of background material for negotiations;

(c) submission of initial proposals and other inputs by participants aimed
at achileving the agreed objectives of negotiations in this areaj;

(d) agreement on techniques and modalities as a common basis for
negotiations, including the tabling of initial requests/offers.

Subsequent Negotiating Process

7. Negotiations will proceed as early as possible in 1988 on the basis of
the work in the previous phase with the aim of achieving concrete results
and their implementation at the earliest possible date in the light of the
provisions of Section B (ii) of the Ministerial Declaration.

Monitoring of Progress

8. Throughout the negotiations on tropical products, special attention at
the appropriate level will be given to the task of reviewing the progress
achieved.

Work of the Negotiating Group on Tropical Products

9. The Negotiating Group on Tropical Products held five meetings in the
initial phase (26 February, 1! May, 3 July, 14 October and

12-13 November 1987). All participants rejterated their commitment to the
obiectives and provisions concerning tropical products in the Punta del
Este Ministerial Declaration. It initially carried out a review of past
work done in GATT in this area. It agreed to start work on the basis of
the seven product groups selected for the purpose of the consultations on
tropical products held in the Committee on Trade and Development in
1982-1984, on the understanding that this would not constitute a definition
of tropical products nor ar exhaustive listing and that other products
might be included as negotiations proceed.

lThis is a refersnce to the general principles governing the
negotiations. Paragraph (ii) of the principles is as follows: 'The
launching, the conduct and the implementation of the outcome of the
negotiaticns shall be treated as part of a single undertaking. However,
agreements reached at an early stage may be implemented on a provisicnal or
a definitive basis by agreement prior to the formal conclusion of the
negotiations..."
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Compilation of background material for negotiations

10. The secretariat has prepared up-to-date data on tariff and non-tariff
measures as well as trade flows pertaining to the following seven tropical
product groups, subject to verification by delegations: tropical beverages
(MTN,GNG/NG6/W/2 and Add.l), jute and hard fibres (MTN,GNG/NG6/W/4),
spices, flowers, plaiting products, etc., (MIN.GNG/NG6/W/7), certain
oilseeds, vegetable oils and oilcakes (MIN.GNG/NG6/W/11), tropical roots,
rice and tobacco (MTN.GNG/NG6/W/12), and natural rubber and tropical wood
(MTN.GNG/NG6/W/15), and tropical fruits and nuts (MTN.GNG/NG6/W/19).

11. On the question of country coverage a number of participants requested
that the documentation be broadened in order to cover information in regard
to all significant markets for trade in tropical products. In their view
although this would not create a precondition for the start of
negotiations, it would be an essential element for the effective pursuit of
positive results within the negotiating process. Other countries stated
their readiness to cooperate in expanding the coverage of the
documentation, as a useful contribution towards greater transparency in the
negotiations. Other participants considered that the present coverage in
the documentation was sufficient to give effect to the objectives of the
Ministerial Declaration.

12. The Group agreed that discussions proceed on this matter without
prejudice to the continuation of work under the other items of the

Negotiating Plan for Tropical Preoducts.

Submission of initial proposals and other inputs by participants

13. The Group received a number of initial proposals and other inputs by
participants aimed at achieving the agreed objectives of negotiations in
this area. A number of countries circulated initial lists of tropical
products of export interest to them: Sri Lanka, Bangladesh, Colombia,
Cuba, Egvpc, India, Nigeria, Pakistan and Nicaragua (MIN.GNG/NG6/W/8 and
Add.1l), ASEAN countries (MTN.GNG/NG6/W/9) and Cameroon, Cote d'Ivoire,
Gabon, Senegal, Zalre (MTN.GNG/NG6/W/14 and Add.l). Written proposals
containing approaches to negotiations in this area were also received by
several participants: ASEAN countries (MTN.GNG/NG6/W/9), Brazil
(MTN.GNG/NGH/W/10), the European Economic Communities (MIN.GNG/NG6/W/13),
Cameroon, (bte d'Ivoire, Gabon Senegal, Zaire (MTN.GNG/NG6/W/14 and Add.l),
New Zealand (MIN.GNG/NG6/W/16) and the United States (MTN.GNG/NG6/W/17).
Other participants have made proposals on possible techniques and
modalities for negotiations in the course of the discussions in the Group.

Techniques and modalities as a common basis for negotiations

14. The Group has carried out an initial in-depth examination of the
different proposals and suggestions made by participants. As a result, a
large number of delegations felt that it was necessary to maintain
flexibility in regard to techniques and modalities for negotiations in
tropical products. It was suggested that a combination of techniques and
modalities could be adopted as a more effective approach for the
negotiations. The Negotiating Group agread to establish procedures as
appropriate, including the tabling of initial requests/offers, in order to
start concrete negotiations as early as possible in 1988.
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Work in some other negotiating groups of particular
interest to least-developed countries

Negotiating Group on Tariffs

15, The Group held its first meeting on 10 February 1987. It looked at
the approaches to a tariff~-cutting exercise, for instance, whether it
should be based on a request and offer procedure or on a mathematical
formula. The need for major reduction in/or the elimination of
particularly high tariffs was raised as was tariff escalation and the
extension of tariff bindings. Among the practical matters discussed was
the expansion and updating of the data base needed to carry out the
negotiations and the relationshlp between the Harmonized System of customs
nomenclature to be introduced on 1 January 1988, and the tariff
negotiations in the context of the Round. At its second meeting on

27 April 1987 there was a further debate on the need for, and possible form
of, a tariff-cutting formula as used in the Tokyo Round. Some participants
took the view that a request and offer approach would better be able to
deal with tariff peaks and tariff escalation - problems of special interest
to developing countries. One participant proposed that all industrial
tariffs except those concerning mineral and forestry products be
eliminated. The question of which base rates to use in the negotiations
was raised, with some participants favouring the use of bound tariff rates
and others the rates actually applied which are often below the bound
rates. It was suggested that developing countries could make contributions
to the negotiations by increasing the number of their tariff bindings. The
data base for the negotiations was also discussed.

16. During the rest of the year the Group held further meetings in June,
October and November. In its meeting of the 29-30 June members of the
Group continued their exchange of views on different approaches to the
tariff negotiations. Several written proposals were submitted. They could
be summarized as follows: elimination by developed countries of tariffs on
all products, initially in favour of developing countries only but after
ten vears extended to all ir return of which developing countries would
consider binding and reducing their tariffs on a substantial number of
products; a request and offer procedure for countries which have already
substantiallv reduced their tariffs and bound them in previous
negotiations; general formula approach; total binding of tariffs by all
participants at levels subject to negotiations; binding and reduction of
all rates to a maximum level to be agreed upon, without exception;
combination of a barmonization formula for tariffs above a certain level
with a request and offer procedure.

17. At the meeting of 16 and 19 October 1987, two new submissions on how
to approach the tariff negotiations were tabled. Both proposed the binding
of tariffs on all industrial products., In addition, the first proposal
called for a substantial narrowing of the gap between the tariff levels of
various contracting parties through the application of a general
harmonization formula in the case of high tariffs, a request-and-offer
procedure for middle-level tariffs; Jlow tariffs would be dealt with on a
case~-by—~case basis. The second submission proposed using the Tokyo Round
harmonization formula as the starting point for further discussion. There
was general agreement that comprehensive tariff and trade data by as mauny
participants as possible were essential for the conduct of tariff
negotiations.
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18. At the fifth meeting of the Group on the 16 and 17 November 1987,
participants considered three new submissions on how the group might
conduct tariff-cutting negotiations. One country put forward a
harmonization formula with special and differential treatment for
developing countries. At the same time, it called for an increase in the
scope of tariff bindings by developing countries on a certain proportion of
thelr total imports. Another participant suggested an integrated approach
to the assessment of negotiated reductions on both tariff and non-tariff
measures, including subsidies, and provided a measurement technique for
assessing the reduction of government assistance to domestic industries
(see Non-Tariff Measures). The third submission envisaged a tariff-cutting
formula with a harmonizing effect for developed countries, and a choice of
approaches for developing countries.

Negotiating Group on Non-Tariff Measures

19. The Negotiating Group held its first meeting on 10 February 1987,
During the rest of the year other meetings of this Group were held in
April, June, October and November. At the first meeting the Group began an
examination of the issues to be covered and the relationship between this
negotiation and those in other areas. The need for a substantial data base
was recognized.

20. At the Group's second meeting on 28 April 1987, two approaches to the
negotiations in this area emerged. On the one hand, some participants, and
particularly developing countries, considered that a clear distinction had
to be made between measures which are, or are not, consistent with the
General Agreement. Those in the former category could be subject to
negotiation while those in the latter should be dismantled unilaterally
during the course of the Round., The other view was that an attempt to
distinguish between consistent and non-consistent measures would be
difficult and time consuming. Participants holding this view preferred to
initiate a classical request and offer process as a means of reducing
non-tariff measures of all kinds. Another difference of opinion was on
whether all nou-tariff measures should be dealt with in this Group or
whether the Group should only deal with non-tariff measures not covered in
other groups such as those on textiles, tropical preducts, agricultural and
natural resource products and in the MTN codes committees.

21. At the Group's meeting on 30 June 1987, discussions continued on
possible practical approaches to the negotiations. One country proposed
the reorganization of data on non-tariff measures into several categories
corresponding to different negotiating methods for trade liberalization.
One such method would be the bilateral request and offer approach. Others
included rule changes and formula approaches. Two other submissions were
related to the initiation of bilateral request-offer procedure which would
be undertaken as part of a comprehensive approach to tariff and non~tariff
measures, One of the submissions emphasized that no price should be
required for the elimination of GATT-illegal practices in this area but
that the question of GATT-consistency of non-tariff measures might be
postponed until the end - f negotiations. Views were exchanged on the
merits and demerits of the various proposals.
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22. The Group had its fourth meeting on 15 October 1987 during which
discussion continued on the possible approaches tp negotiations.
Participants welcomed a suggestion made by the Chairman that the data base
for quantitative restrictions and other non-tariff measures be enlarged to
include all participants in the Uruguay Round.

23, The Negotiating Group met again on 17 and 19 November 1987 to continue
discussion on the initial phase of its negotiating plan. One participant
noted that the use of non-tariff measures had increased sharply in recent
years. It proposed that the group should assess levels of government
assistance to domestic industries in measuring progress in reducing tariffs
and NTMs (see Tariffs). At the same time, it announced that 1t was
prepared to eliminate all its quantitative import measures designed to
‘'protect domestic Industries. A group of countries proposed entering
important NTMs into a central negotiating register to monitor and evaluate
the NTM plurilateral or bilateral negotiations. Some delegations welcomed
this idea but others felt that it would restrict the scope of negotiations.
Another participant provided illustrative examples to explain a preoposal
for an integrated, item-specific request-and-offer procedure in the
negotiations.

Negotiating Group on Natural Resource-Based Products

24, The Negotiating Group held its first meeting in February 1987 with
others following in April, July, October and November., At its first
meeting on 1l February 1987 it was generally recognized that work done by
the Working Party on Trade in Certain Natural Resource Products established
in 1984 could form an important starting point for the work in this CGroup.
The Working Party covered non-ferrous metals and minerals, forestry
products, and fish and fishery products. The Negotiating Group discussed
the coverage of the negotiations both in the area of products and measures.
It also looked at the relationship of its work to that in other groups
whose efforts would impinge upon trade in natural resource-based products;
for instance, tariffs and non-tariff measures. During the Group's second
meeting In April, a number of new issues related to problems of trade in
natural resource products were jdentified as possible candidates for the
negotiations., These included officially encouraged price fixing; dual
pricing practices and resulting subsidies; government-condoned restrictive
business practices; government support, subsidy, ownership and management
of trade; access to supplies; export restrictions and export taxes; and
tariff escalation. Some discussion took place on the extent to which the
Group itself should negotiate as distinct from monitoring work related to
natural resource products in other groups, One suggestion made was that
the Group might examine the adequacy of existing GATT provisions for
dealing with problems arising in international trade in natural resource
products.

25. The third meeting of the Group was on 1 July 1987. The discussion
focussed on a number of submissions and proposals put forward by some of
the world's leading traders in natural resource-based products. One
submission identified abnormally high tariffs, dual pricing and export
restrictions as distortions affecting raw materials trade. Another
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submission added to this list, issues such as subsidies, government
ownership purchases, and various tariff and non-tariff measures. Certain
issues in the field of trade in fisherles products as well as access to
fish resources were also ralsed . A proposal that zero duties for all
products be set by all developed countries was also presented to the Group.
At its fourth meeting on 21 October 1987 discussion continued on the
proposals introdured at the previous meeting. Among the points considered
were the scope and definition of issues to be addressed by the Group.
Further position statements were presented. A major natural resource
producer explained its goals for trade liberalization in this sector.
There was also an exchange of views on how best to proceed to the next
phase of negotiations.

26. At the Group's fifth meeting on 19 November 1987, a leading producer
called for the elimination within ten years of all import barriers - tariff
as well as non-tariff measures -~ which directly affect trade in natural
resource-based products. It proposed bindings on all tariffs and an
immediate freeze on all export subsidies. The proposal was aimed at
reducing and eventually eliminating all forms of government industry
assistance to natural resource-based products which affect trade.
Participants continued the exchange of views on how best to proceed to the
next phase of negotiations.

Negotiating Group on GATT Articles

27, The first meeting of this Group on 3 March 1987 gave delegations a
chance to indicate which GATT Articles might be the subject of review and
possible negotiation. Naturally, it was recognized that some Articles will
be treated, at least in the first instance, in other negotiating groups
(for instance, that on subsidies). Among the most frequently mentioned
Articles were XXIV (rules relating to customs -unions and free-trade areas)
and XXVIII (rules governing negotiations for the modification of tariff
schedules). Article XVII (State-trading enterprises) was mentioned by
several delegations, Reviews of Articles XI, XII, XIII, XV, XVIII, XXI,
XXV and the Protecol of Provisional Application were also proposed.

28. The Group met again in May, September, October and November 1987, At
its meeting on 11 May 1987, the Group pursued in some detail the discussion
of the three Articles most widely mentioned as candidates for review during
its first meeting. The debate on Article XXIV centred around the rules and
procedures associated with the creation of free-trade areas which, in the
view of some participants, were creating new and unintended discrimination
among contracting parties without adequate possibilities for examination
and clearance within the GATT. The discussion on Article XXVIII
concentrated on the possible redefinition of the terms "principal supplying
interest" and "substantial interest' under which cextain suppliers have the
right to paerticipate in tariff negotiations under this Article. A
discussion on Article XVII (State-trading encterprises) concerned the lack
of clarity in this Article. Of the other Articles which might be reviewed,
a proposal that those related to trade restrictions imposed for
balance-of-payments reasons should be included commanded particular
attention. The Articles concerned, which some participants considered
inadequitely enforced and monitored and in need of reform, are XII, XIV, XV
and XVIII.
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29, The Group had its third meeting on l4 and 15 September 1987, As
called for in its negotiating mandate, the Group began the process of
reviewing the various GATT Articles nominated for examination in previous
meetings. Several delegations supported a submission calling for a review
of Article XVII (State-Trading Enterprises) due to, among others,
shortcomings in notification arrangements. Another proposal with respect
to Article XXIV (Customs Unions and Free-trade Areas) noted the growing
proliferation of these arrangements and stressed the need for wider market
access to them. Some participants, on the other hand, cited their positive
aspects including trade-creation and potential benefit to developing
counttries. Some countries proposed more stringent procedures in the
granting of waivers under Article XXV:5, Several delegations supported
while some other expressed disagreement with a submission calling for a
review of GATT balance-of-payments provisions. A submission by fifteen
countries - from both developed and developing countries - requested an
illustrative list based on a recent sample of Article XXVIII (Modification
of Schedules) negotiations. This was in relation to the continuing debate
on the issue of whether to modify the definition of suppliers' rights in
GATT trade negotiations,

30, The fourth meeting of the Group took place from 22 to 23 October 1987,
Participants continued reviewing the various GATT Articles nominated for
examination in previous meetings. Several delegations shared the concern
about a lack of clarity in Article IT (Schedule of Concessions) regarding
the precise nature of the duties and charges on imports subject to a
binding. This had made it difficult in some cases to establish the
ahsolute level of a binding, not only at the time of a country's accession
to GATT but also when a new tariff binding was accepted by a contracting
partv. A number of participants supported a thorough review of the
Protocol of Provisional Application, which had been cited as a possible
source of imbalance in the contracting parties' rights and obligations
under the General Agrceement. Regarding Article XII, XIV, XV and XVIII,
some delegations remained unconvinced of the need for negotiations while
others pointed out the lack of adherence and the need for greater clarity
in certain provisions. The Group also discussed a number of proposals
submitted in preious meetings on the redefinition of suppliers'
negotiating rights under Article XXVITI. One delegation requested the
review of two move GATT Articies: XXXV (Non-application of the Agreement
hetween particular contracting parties), and the accession terms of
Article XXVI:5(c¢).

31, The Negotiating Croup met for the fifth time on 16 and 17 November
1987. One participant called for a review of GATT Article XXI (Security
Exceptionsg) and urged the group to consider the competence of GATT in
questions relating to security matters and the relationship between the
GATT and the United Nations in political or national-security affairs.
Another participant tabled proposals on two GATT Articles. It suggested
that the accession procedures under Article XXVI:%(c) should be reviewed to
improve the abilitv of contracting parties to clarify the obligations of
governments acceding to the General Agreement., It also urged the
examination of Article XXXV with a view to allowing the contracting parties
and an acceding countrv to enter into tariff negotiations without impairing
their rights to invoke the Article and decline to apply the General
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Agreement to each other. A representative submitted a paper on a proposal
to review the GATT Articles related to trade restrictions taken for
balance-of-payments purposes (Articles XII, XIV, XV and XVIIT). It urged
that, since the nature of balance-of-payments problems facing the
developing countrie: has not changed, there was no need to modify the
Articles in question - particularly in the light of the GATT principle of
differential and more favourahle treatment for developing countries,

LY

Negotiating Group on Textiles and Clothing

32, The Group held its first meeting on 11 February at which certain
textile exporting participants in the Round stressea that textiles was a
key sector of major economic significance, which has long been subject to
institutionalized restrictions outside the GATT. For these countries the
main focus of the negotiations should be to return the textile sectors to
GATT rules. The Group concentrated on the need to prepare up-to-date new
background material on the current state of the textile sector. In this
respect, it was suggested that parts of the secretariat study on 'Textiles
and Clothing in the World Economy' first published in 1984 should bhe
updated. The Group held further meetings in April, July, October and
December.

33. On 29 April the Group continued discussions on the preparation of
background material for the negotiations, especially the updating of
statistical data in the GATT Textile Study of 1984, There was also an
exchange of views on the objectives of the negotiation in this sector.

Some delegations felt that the task of the Group was to negotiuate
modalities for the return of textiles and clothing trade now covered by the
MFA to the GATT; with tariffs and non-tarilf measures outside the MFA
beirg handled in other velevant negotiating groups. However, some others
felt that the negotiations in this Group should not focus only on the MFA
but also cover other tvpes of restrictions affecting trade in this sector
having regard to their conformity or otherwise with the GATT. Another view
was that the group should take into account all tariff and non-tariff
measures affecting this sector, regardless of their conformity with the
GATT.

34. For its meeting on 1l July 1987, the group had before it a summary
setting-out the restrictions notified so far under My IV, which had been
requested as part of the preparvatory work, In addition, a group of
developing countries submitted a report which examined developments in the
US and EEC textile markets during the period 1973-198n. It was stated that
further reports along these lines would be made available later, as a
ccatribution to the preparatory work. Some delegations commented on the
specific nature of the work in the group and reiterated the views expressed
earlier that negotiations in the areas of tariffs, tarift escalation and
non-tariff measures should be dealt with in the appropriate groups. At the
same time, the relevance of the work in other groups, particularly that on

safeguards was emphasized.

35. At its fourth meetirnie on 21 October 1987 it was gencrally agreed that
the work of the group was proceeding on track, and that available and
expected materials would provide a useful data base in moving to the next
phase of negotiations. Regarding the concern that the werk of the Group
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was not being glven proper promilnence, a number of delegations made it
clear that textiles and clothing would be a key element in the Round. Some
delegations reiterated that the group should be concerned solely with the
dismantling of the Multi-fibre Arrangement (MFA) and the integration of the
textiles trade into the GATT.

36. The group met for the fifth time on 10 and 1l December. Participants
took stock of the situation at the end of the first year. They examined,
in nmarticular, documentation made available to the Group, including an
updating of the 1984 GATT Study, Textiles and Clothing in the World
Economy; papers submitted by a number of developing countriles on the state
of the textiles and clothing industries in the principal importing
countries; and reports prepared for the recent Textiles Committee meeting.
In the view of some delegations the material was incomplete and should be
further supplemented. However, it was generally felt that it was
sufficient to permit the group to proceed to the next phase of its work.
Delegations alsu exchanged views on the scope of negotiations in thils area
and possible approaches to future work, as well as the relationship of the
work in this group with that of other groups. It was agreed that in
subsequent meetings, the Group would focus its attention on the examination
of techniques and modalities for achieving the objectives in this area, on
th2 basis of proposals submitted by participants.

Negotilating Group on Safeguards
g P g

37. The Negotiating Group had 1its first meeting on 10 March 1987. During
the rest of the year further meetings were held in May, October and
November.

38, Many delegations made clear, during this first meeting of the group on
10 March 1987, that the question of safeguards was centrally important to
the Uruguay Round as a whole. The considerable history ¢f negotiations on
safeguards means that the main arguments are well-known - the negotiating
plan for this group calls for the early tabling and discussion of gpecifie
suggestions. Debate centred around the questions of whether or not a
safeguard agreement should be based upon the principle of
non-discrimination; whether discussion should concentrate initiallv in
particular areas such as the temporary nature and digressivity of safeguard
measures, or on all elements from the start; and on the proliferation and
status of so-called 'grey-area' measures.

39. At the meeting of the Group in Mav 1987 two proposals, both suggesting
that Article XIX actions must continue to bhe taken on a non-discriminatory
hasis were precented. One participant put forward a proposals on the
elements of a safeguards agreement - suggesting that it should take the
form of an amendment to Article XIX and that safeguard action shounid
primarily consist of adjustment assistance for domestic producers. Action
at the border would only be possible in a second phase after a collective
determination in GATT had been reached. Special and differential treatment
for developing countries should form an integral element of the new Article
XIX. A second proposal from five "Pacific Rim" countries - developed and
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developing - suggested, among other things: tougher criteria in
establishing the link between increased imports and an overall decline in
the condition of domestic producers; safeguard measures to be clearly
non-discriminatory; tariffs to he the normal mechanism for safeguard
actions but when in the form of quantitative restrictions these should be
at or above a defined level; increased transparency and notification
requirements; a normal duration tor restrictions of no more than three
years - a total of five vears in certain circumstances; digression over
the currency of the measures, and the possibility of compensation for
less~developed countries affected by safeguard measures. A new
Surveillance Body on Safepuards was proposed by this group., Supporting
evidence tabled by one participant indicated that the average duration of
Article XIX actions has been 3,26 years,

40, During the third meeting of the Group on 5 and 6 Qctober 1987,
participants had their first exchange of views on three new proposals. The
first was a comprehensive submission which centained many elements,
including according priority on compensation rather than retaiiation for
the country affected by the safeguard measure, notification before
implementation of the measure, and the creation of a body to settle
snfeguard-related disputes. Another proposal stated that certain safeguard
actions - "grev area" measures taken to meet structural difficulties -
scemed to fall outside the scope of the General Agreement. It defined as
an obhjective of a safepuards regime the elimination of all "grey area"
weasures,  The third submission contained among other elements the proposal
that developed countries should not apply safeguard action to imports from
developing countries. A common thread in the three proposals was the
emphasis on limiting the duration of safeguard measureu.

41, The Group met again on 24 and 25 November 1987, One participant
maintained that the basic issne on safeguards was how to give countries
adversely affected by fairiv-traded lmports the opportunity to adjust
without undermining the principles of an open and equitible trading system.
Tt claimed that the lack of progress In the framing of new safeguard rules
had Ted te countries resccoring rto ! hoce approaches in dealing with their
lmport preblems. 0 thon oo eid paper which listed a set of optional
appreoaches to a safeguar. .oceeasent - ranging from strict
most-frovourad-nation applicarion ot safeguard measures to unilateral
selectivity, Participants conriaued discussion of the proposals tabled so
far. 1t was agreed thoo the Group should begin teo examine individual
spectlic elements, becinciug with "serious injury or threat thereof" at the
next neatiag,

Negotiating Group on Apriculture

42, The Group held its first meeting on 16-18 February 1987. In line with
the first point in its vegetiating programme the Group devoted a large part
of its first meeting to general statements concentrating on the
identification of major probler; affecting trade in agriculture and their
causes. Some delegations suggested some initial approaches to remedying
these problems. It was agreed that existing information on measures and
policies affecting trade in agriculture should be updated.
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43, The second meeting of the Group was held on 5 and 6 May 1987,
NDiscusslon continued on rhe identification of the major problems affecting
trade in agriculture and their causes, and the Group began 1ts

cons tderation of basic principles to govern world agricultural trade, One
proup of countries tabled o sector-hyv=sector analysis on the basis that the
problems and their canves Jdiffored according to product., Other
participants concentratod on peneric problems facing agricultural trade
while some sought to exnlain the special aspects of this sector which, in
their view, required it to he treated differently in the GATT,

. A number of participanr=s tabled papers outlining the basic principles
which thev helieved shonild vovern world trade in agricuiture. In general
these proposals emphasiced the need to open up agricultural trade te market
“orces, through the elimination of trade=distorting government intervention
oo production, import and coxport, One major agricultural exporter
envisaged the elimination of anv distinetion in GATT rules hetween
agriculture and other sectors of trade,

. At the third mecting or the Group on 6 and 7 July 1987, a proposal by
the U'nited States on the retorm of agricultural trade was tabled., The
poopesal had three elements:  a ten-vear phase~out of all agricultural
snbsidies, including export snbaidies;  the phase-out of import barrviers

e the same period, and acovion on health and sanitary regulations., The
prennsal alse outlined the two stayes for the implementation of this
proposal in the negoviations,  The tabling of the proposal was generall:
welcomed as representing a4 mator step rforward in the negotiations and
althongh most delegations indicared that thev needed time to consider it in
detall in their capitals o mamber of question were raised in preliminary
comnents,

Go. o The meeting of the Croup on h and 27 October 1987 was high-lighted by
propesals from the Furepear communitices, the Caivns Group, Canada, as well
as by indications of rhe starting positions of several other participants.
e proposal from the PYuropean Commmities stressed the need for a hetter
Lotance between supply ool demand in the agriculture sector. 1t envisaged
Loth an exchange of concessions at a later stage in the negotiations and a
pirsed reductfon of the necat:ve eitects of agricultural support policies
ey funternarional markets.  The proposal from the Cairns group has its
Condamental oatm o to provide Che weans to o achieve fully ltiberalized trade in
cociculture, to eliminate distortive agricultural policies and to bind the
pecessare undertakings unders strenvthened GATT rules and disciplines, A
rortber of this group o countrivs, tanada. elaborated its position in a

separate paper,

d., Many countries oftercd initial reactions te these vavious proposals
and approaches.  One common theme was the need to ensure that any
short-teim action was consistent with, and conducive to, a long-term
agreement on the liberalizaticon of agricultural trade in conformity with
the objectives agreed bv ministers at Punta del Este., Some participants
also drew attention to the recd {or those countries whose principal
interests are as importers of food to take a clear position in the

negotiation.
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46, The troup's last mecting of the vear was held on 7 and

8 December 1987, A proposal by the Nerdic countries at this meeting meant
that nearly all the main participants in International trade in agriculture
have now tabled thelr fdeas for veform. A number of statements by
countries whese Interests are those of net-importers of food were also

Wi,

4Y.  The Nordie proposal concentrited on immediate and long~term measures
to reduce the support measures which are most seriously distorting
agricultural trade. 1t envisaged the binding of levels of support and
minimune toargels Por veducing them which would ensure some balance between
vartots national contributicns to this global process, The plan also
coveled market dceess questions, the trade effects of health and
phvtosanitary regulations and the use of a 'Trade Distortion Equivalent' as
a negotiating tool and as a means of monitoring compliance with new
commitments, While manv participants welcomed the tabling of the Nordie
Prooe e, some tedt that it conceatrated toon heavilv on issues relating to
P teports at the expense of pethet access commitments and that it
imposed unteasonably heavy burdens on agricultural exporters compared to
net lmporters,

S Tarvt of the meeting vax Jdevoted e discussion covering the interests
doreds tapcrting countries aind the Jdeveloping countries in general. Some
G e ceas vonsidered thoe o some torm of special and differential treatment
worchd v to be agreed, and sowe felt this should go bevond longer time
schedules ror the implementation of new commitments, It was argued that
developmental objectives would have to be recegnized in any new commitments
relating to withdrawal of rars supports and the lowevring of market access
barriers, wWith regard to work in 988, some delegations stressed the need
oo examine in much greater Jdetvdi! thoan hitherto particular technical
isauen, including questions relating to health and phyvtosanitary
regulations, the proposals for an aggregdte measuring device for farm
supports and the question of de-coupled income support for farmers. Some
participants stressed that tfurther examination of proposals tabled in 1987

wonti Dot he necessary,

. arace the December neet i of the Group, a proposal by Jdapan has heen
cireulated (MIN,ONG/NGH W/ 00,

antervailing Measures

T VN
N ot ral

v (Z;.m:p

S Sompomel Der o de tiret Cime on thoand 17 March 1987, Discussion
pocusned particularly on the rules aftecting subsidies on primary products,
It was widely believed that the proup would need to review fundamentally
the nature and aperation or the relevart articles of the General Agreement
(Ur oand XVIY and orf the Tekeo Raand Suksidies Code.  Initial proposals en
the content of such a review were tabled by two countries. Many developing
countries, who wished to participace fully in the subsidies negotiation,
drew atvention to the harmrul effects on their exports of some
countervailing duty practices. Also discussed were the respective roles of
the subaidies and agriculture negotiating groups with respect to the
treatment of subsidies arfecting primarv products.
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27, At the group's second meeting on | and ¢ June 1987, further
propositions were tabled to join those put forward at the first meeting of
the Group. Tt was suggested that the time was especially ripe for
negotiations in the area of subsidies given the severe budgetarv problems
taced in some countries and the growing awareness of the limited economic
return on the use of subsidies. Several contributions emphasized the
negotiating link between Article VI (rules on countervailing actions) and
Article XVI (rules on the use of subsidies)., It was suggested that
problems associnted with countervailing measures could more easily be dealt
with once the subsidy rules had been ciaritied, One group of participants
vmphasized, in this respect, the need for agreement on the detinition of a
subsidy - a question which has been the subject of much work in recent
veavs., Other aspects of tightening the subsidy disciplines were discussed
although some delegates emphasized that subsidies could be a desivable
policy instrument for certain development objectives and should be
recognlzed as such in any agreement, With respect to countervailing
nedsures, Lt was pointed our that locpholes in the existing rules permitted
nnilateral practices and arbitrary internvetations,

Wi The Group bad its third meeting oi the vear on h October 1987,
Several participants continued to maintain that an agrecment must rirst be
reached on the hasic definitions and concepts, such as what is a subsidy
and how should it be measured. Some delegations felt thet this process
sicht Jdelav the work and pointed out that existing disciplines in this
Yield has been developed without the benerit of agreed detinitions. The
sroup, dccording to them, should instead focus on the key question of how
to deal with trade-distorting subsidies., Further explanation was also
provided on issues earlier preoposed tor negotiations., Thev included:
criteria and definitions used in the investigation of subsidies, and
certain GATT disclplines and notification procedures.

55. At the group's fourth meeting on 29 October 1987 more submissions were
received on how to improve the Agieement on Subsidies and Countervailing
Measures.,

“h, The rifth meeting of the Group was held on 9 December 1987,
Participants discussed the checklist of issues proposed for negotiations:
principles and appreaches, disciplines on subsidies, measurement of the
amount of a countervailable subsidy, determination of the existence or
threat of material injury, definition of sale and "introduction into
commerce'’, initiation and conduct of countervailing dutv investigation,
fmposition and duration of countervailing measures, special and
differential treatment of developing countries, and dispute settlement
procedures, In the discussion of new proposals, some participants
maintained there was a need to develop effective disciplines for production
and other domestic subsidies and that a subsidizing countrv has the
obligation to remove the cause of nullification or impairment. There was
also an exchange of views on whether subsidies which had trade-distorting
el fects should be avoided, irrespective of their ohbjectives and intentions.
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Negotiating Group on MTN Agreements and Arvangements

57. Negotiations in this Group aim to improve, clarifly, or expand as
appropriate, Agreements and Arrangements negotiated in the Tokvo Ronnd of
Multilateral Negotiation. The Group held it first meeting on 6 March 1987
and further meetings during the vear were held in Mayv, September, Novewber
and December, At the Group's first meeting on 6 March 1987, initial ideas
on which of the Tokve Round codes might be the subject of improvements were
tabled. At the same time, certiain more general questions were rai=zed; for
instance, whether or not non-signatories to the codes could participate in
their renegotiation; the link between the work of this group and the
activities of other groups which mav affect Tokyo Round codes: and the
reiationship between negotiations in this Group and the existing
commitments of the code committees to revise and improve their agreements,

8,  The Group agreed at its second meeting on 21 May 1987 that all
pavticipants were entitled to participate {fullv in every stages of its work
- thus, non-sipnatories of the Tokvo Round will be able to take o4 Yull part
in any negotiations conducted by the Group - and that decisions wonld be
taken by consensus (as is normal practice in the CATT). One ot the main
specitic points of discussion was the Anti-Dumping Code. An analwiis by
cone developing country participant proposed that negotiations shiould be
held on thirteen specific issues arising under the code - covoring both
substant fal and procedural points.  This same country Jdeclared vl the
national legislation of some code signatories contained measures or
procedures which were cither inconsistent with the code or were boing
arbitrarily administered. Tt expressed concern at the incressing trequency
of anti-dumping cases and insisted that these actions often resulted in
real trade barriers - a view supported by some other participant:. Another
membher of the Croup submitted, in relation te the Agreement on Toechnical
Barriers to Trade, proposals concerning transparencvy in the Jdratt ing and
operation of standards and cervtitfication svstems. The interpretation of
Avticle Pa:h of the Subsidies Code was also fdentified by a Jdevelopirg
country participant as a matter of the Group's attention.

st The droup met again on 17 September 1987, In proposing “he review of
the Sprreement on Technica! Parrviers to Trade, a group of coureres called
tor o code of good practice for non-governmental standardi. v boedies and
the extension of major oblizations to leocal government bhodiea,  Sorme
participants suggpested improving transparency in bilateral avreemonts and
the =trengthening of previsions dealing with testing, inspecticn nnd
certification svstens to aveid possible discrimination. A cubmission
dealing with several Agreements, after noting that onlv a few developing
countries have jointed the Agreement on Government PProcurcement . proposed
changes in its accession procedures, There was also a further exchange of
views on issues related to the "Anti-Dumping Code", including determination
of injury, definition of domestic industry and uncertainties arising from
the initiation of anti-dumping measures, Participants also discussed the
question of improved disciplines in the Apreement on TImport iicensing
Procedures.
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60,  YThe Group met again on 5 and 6 November 1987. Participants focussed
on various suggestions for improving the GATT Anti-Dumping Code. A group
ot countries tabled a proposal that, In particular, questioned the
relevance of the Code's definition of "dumping" to todav's business world.
They pointed out that, more and more, exporters when attempting teo adapt to
prevailing prices in foreign markets face threats of anti-dumping measures,
One participant submitted a proposal that, among other things, stressed the
nead to clarifv the scope of the Code's application to '"like products',
particularly to imporred components or parts, Delegations also continued
their examination of the operation of other MIN Codes and held detailed
discussion on the possible procedures and organization of work for the next
phase of negotiations,

6l. At the final mecting ol the vear, on 7 December 1987, two more
proposals were tabled: one on the Anti-Dumping Code and the other on the
Government Procurement tCode. Participants also discussed again isuues
relating to other Tokyo Round agreements. Taking into account the wide
range and complexity o! isstes betore the Group, delegations apreed on
guidelines Vor the work ot the CGroup in the coming vear. The Group
recognized the need ftor {lexibility in fdentifving additional issues, and
for further detalled examination that would help in clarifving the issues

for negotiations as they evolve,

Negotiating Group on Services

62, The first meeting otf thiz uroup which took place from

2% to 2% February 1987 bhepan with a wide ranging seneral debate. Some
delegations took the opportunity to re-~emphasize their understanding of the
legal hasis of the nepotiation while others cutlined some of their general
objectives in seeking a ramework of rules and disciplines for the services
sector. Further debate tocussed on the elements agreed in the programme
adopted at the end ot Jdacuwary.  Thus, there was discussion on definitional
and statistical issues, on the concepts on which principles and rules might
he based, on the coverage of the Tramework, and on measures or practices
which contribute to or timit the expansion of trade in services.

vy, The second meeting of the Croup was held tfvom 8 to 10 April. There
was a4 diveuseion on the vole of statistics in the negotiation and on the
work ot individual participants and international institutions in
collecting and retining statistics on trade in services., The discussion on
concepts on which principles and rules covering trade in services might be
based fncluded more deteoited proposais than previously. Some participants
listed 'mutual advantage', 'transparency, 'national treatment',

"increasing international competition' and 'progressive liberalization'
among others, but emphasized that such concepts might be defined
differently than those which apply in the goods area. Economic growth and
development promotion were considered bv manv participants to be the
fundamental underlving ohjectives in the negotiations.

64. At the third meeting which lasted from 29 June to 2 Julyv, a detailed
discussion was conducted bv the group on the subject of statistics relating
to the production and trade of services. Suggestions were made for further
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cooperation and the establishment of a focal point for the development of
services statistics; the possibilitv of the provision of tecunical
acsistance for developing countries was also mentioned. In the contest of
the concepts which mivht from the basis of a framework of rules on trade in
services, one submission raised questions relating to the principle of
non-=discrimination (a4 principle which s the foundation ot the CGATT in the
area ol poods) ., It was suggested that a tramework agreement based upon
nmnconditional, non=discriminatory treatment might not be practical. Some
countries expressed a preference for unconditiconal MEN application of a
services agreement. Another submission addressed the topic of transparency
- setting out possible notification requirements and procedures covering
national rutes and practices which affect service sectors wither as border
nesires, or in o terms of domestic operations.,

H5.  The Negotliating Group on Services met for the fourth time from 15 to
17 Sentember,  Discussion continued on the five elements set out in the
initiai phase of negotiations, With regard to the concepts of the
cuitilateral framework, proposals on national treatment, non-discrimination
and o transparency were discnssed. There was a debate on the applicability
o1 the principle of national treatment in Article LT ot the General
Ampreonent to trade in services with some delegations emphasizing the
“Yorences between trade i goods and services and therefore the

Prtieulry asgociated with the application of the concepts of CATT

Article TIi to services., On the subiject of non-discerimination and the
irpticability of a most-favoured-nation clause, some participants felt that
the bFenetits of a4 multilateral services agreement should be available to
the Targest number of countrics possible., With regard to transpavency,
come participants had questicens about the extent to which this notion would
heogiven practical application and how 1t may be related to the particular
cirvenmetrances of developing countries. Views were also ewpressed on the
treatment of labour and labour intensive services with respect to the
caverapge of g multilateral framework for trade in services.

hb,  When the Group met again on 19 November several new submissions were
tabled o the rive clements set cut in the initial phase of negotiations.
The nired Srates presented a comprehensive proposal for the inclusion of
the concepts of transparency, non-discrimination and national treatment in
o ramework agreement on trade in services. The United states proposal
urped that a framework be designed to achieve a progreseive libheralization
ar owide ranpge of services sectors in oas many countric. as possible.
Jeveral delepations felt that the United States propnsail did not
sufricient v take into account the concerns of developing countries.
Atother participant explained how the concepts of reciprocity, conditional
MEN treatment, rational treatwent and transparency could lead to sectoral
agreements on crade in services. A Group of countries presented
comprehensive information on their external trade in services, as well as a
report on their current work in gathering services statistics.

67. The last meeting of the Group for the vear was held on 14 and

15 December, The European Communities and Switzerland tabled new ideas on
a miltilateral framework of rules covering services trade. The European
Communities' submission rested on a perception that many existing barriers
to trade in services take the form of regulations, of which a large
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proportion have been introduced in the pursuilt of political or economic
objectives unrelated to trade policv, Tt envisaged a system based upon the
fdeutification of accepted and inappropriate types of regulations together
with the liberalization (eventual elimination or amendment) of
{nappropriate regulations through negotiation, A standstill on the
introduction of new regulations of an inappropriate nature would also be
undertaken. The Swiss proposal developed the idea of "optional
most-favoured-nation tveatment'" whereby a series of bilateral
libheralization agrecments might be e<tended to or made available to third
parties.

0¥,  The Group undertook a "stocktaking' exercise in reviewing progress
during 1987 in the lTight or the negotiating plan adopted in January, Many
participants considerced that the negotiating mandate, with its five
elements, had served the process well and that considerable progress had
been made particularly with respect to the concepts which might underlie a
framework agreement on services.  here were suggestions that these
concepts should be tested, in turther meetings of the Group, with respect
to their possible impact on specitic services sectors, At the same time,
consideration would need to he given to how the various concepts (for
example, non-discrimination, national treatment and transparency) could be
Finked topether into a framework aprecnment which in turn would have to he
related to sectoral aygreements,  There wias general recognition that more
would have to be done te cxamive the developmental objuctives of anv
services agreement., Some participants felt that developmental questions
had received too little attention; that much more work was needed on
definitional questions and the development of statistics that the question
of labour mobility would have to he included in further discussions; and
that existing international arravgements related to services activities
should be more caretul v eramined.  The Group reached agreement on how to
carry forward the negotiating process hevond the initial phase and on a

meoeting scheduled tfor the firee haly or TU88,

End of Year Meeting of the Trade Negotiations Committee

ta. On 17 December, the Trade Negotiations Committee which is charged with
the overall supervision of the Urnguay Round met to review the vear's work
and discuss other {ssues related to the negotiating process., The Committee
heard repores from the Chairmen of the Croup of Negotiations on Goods, the
Group of Negotiations on Services and the Surveillance Bodv.

0. In his report to the TNC, the Chairman of the Group of Negotiations on
Coods stated, inter alia, that the Group was able to note that satisfactory
progress had been made during the initial phase of the negotiations and
that the basis for moving torwvard the negotiating process as a whele had
been laid. He pointed ont that in total, some 168 submissions had been
presented to the fourteen negotiating groups, representing negotiating
proposals or statements ol position. The Chairman of the Group of
negotiations on Services reported, inter alia, that the Group had made
progress during 1987 and that its negotiating programme would have to be
carried forward further on the basis of the examination of the five
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elements Ddecvivied in ecarly 1987 as well as other issues arising
therefrom. Submissions and statements would be addressed with a view to
achieving concrete progress in accordance with the Group's negotiating
objectives,

71, The Chfoman of the Surveillance Body in his report to the TNC pointed
out that aitiough sowme bilateral consultations had taken place on the
"rollback' of trade restrictive measures, there had as yet been no reported
undertakings on rollback., The need for progressive implementation "of what
is a very carefully-framed commitment in the Punta del Este Declaration"
was widely vecognized. On the other hand, he was able to report that the
"early warnias ' svatenm under whiech potential standstill contraventions were
vaised and Coocussed fn the Surveillance Bodv had, during 1987, helped
capitals veaict protectionist pressures.



