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INTRODUCTION

1. The present report covers developments in trade policies and related
matters in the period 1 October 1987 - 31 March 1988, and is intended to
provide a basis for the review of developments in the trading system by the
Council at its special meeting to be held on 15 June 1988.

2. Since 1980, the Council has held periodic special meetings to review
developments in the trading system. Initially, such meetings were related
exclusively to the 1979 Understanding regarding Notification, Consultation,
Dispute Settlement and Surveillance (BISD 26S/210). They were concerned
primarily with reviewing developments covered by paragraphs 2 and 3 of the
Understanding, which deal with the notification of trade measures, and by
paragraph 24, which concerns surveillance of developments in the trading
system. In July 1983, the Council agreed to extend the scope of its special
meetings to include monitoring of paragraph 7(i) of the 1982 Ministerial
Declaration (BISD 29S/11). The Council also agreed that such special
meetings should preferably be held twice a year. In paragraph 7(i),
contracting parties undertook "to make determined efforts to ensure that
trade policies and measures are consistent with GATT principles and rules of
national trade policy and in proposing legislation; and also to refrain
from taking or maintaining any measures inconsistent with GATT and to make
determined efforts to avoid measures which would limit or distort
international trade".

3. The Punta del Este Ministerial Declaration also recognized the
importance of surveillance both for the standstill and rollback commitments
in that Declaration and for the functioning of the GATT system. The
question of improving such surveillance is currently being pursued in the
context of the Uruguay Round negotiations.

4. The aim of the current secretariat document, the tenth in the series,
is to focus on substantive developments in policies and measures during the
period under review indicating whether or not these had been notified to the
CONTRACTING PARTIES. Inclusion of a measure in this document should not be
taken to imply any judgement on its legal status under the General
Agreement.

5. The document largely follows the pattern set by its recent
predecessors. First comes an overview of major developments and trends in
the six-months period under review. The main body of the report provides a
survey of information on measures affecting trade in certain regions and
important product sectors followed by a summary of changes in customs
tariffs and non-tariff measures and of subsidies, anti-dumping measures and
countervailing actions. The report also deals with so-called voluntary
export restraints and other trade policy developments. In addition,
attention is drawn to prospective as well as other developments relevant to
the trading system, including movements in exchange rates.
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6. The information given in this report is based as far as possible on
notifications to the GATT. Where appropriate, reference has also been made
to paragraphs appearing in previous documents of this series. In addition,
use has been made of official sources and of the economic press; in many
cases, clarification has been sought directly from the delegation of the
country concerned. The document is not and cannot reasonably aspire to be
exhaustive, but in order to make it an increasingly effective tool for
surveillance, it would be helpful if governments were to supplement the
secretariat's efforts by contributing information on all measures and
developments which they consider relevant to the purpose of surveillance by
the Council at its special meetings, whether or not they are directly
affected by them. The responsibility for the document remains, however,
that of the secretariat.

OVERVIEW OF DEVELOPMENTS

7. This survey looks at developments in trade policies during the six
month period ending 31 March 1988. For a full picture of the trading
environment and how GATT activities interact with it, the survey should be
read in conjunction with GATT publications on the evolution of world trade
and on the activities of the GATT itself. It is noteworthy that the 40th
anniversary of the signing of the General Agreement on Tariffs and Trade
took place during the period covered by this review. This was an occasion
for taking stock, for reviewing the events of the past 40 years, for taking
note of the global environment in which GATT operates today, and for
assessing what needs to be done for the future, in particular in the Uruguay
Round of trade negotiations now in progress.

8. This report begins with an overview which summarizes developments in
each of the areas covered by the report and concludes with a set of more
general observations.

Sectoral developments

9. In the agricultural sector, competitive export subsidization
continued, particularly between the European Community and the United
States. The extension and increased funding of the Export Enhancement
Programme has been the subject of criticism but the United States has
replied by saying that it is merely using the Programme to re-establish its

¹The latest of these are International Trade1986/87; GATT Press
Release GATT/1432; and GATT Activities 1986.
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share of world trade which has been eroded by subsidized supplies from other
producers, in particular the producers of the European Community. The
decrease in world prices exacerbated by competitive export subsidization has
again forced some other governments to increase compensatory payments to
producers. In Australia, for example, payments to producers under the
stabilization scheme have now been triggered for the first time, while
Canada has for the second time increased its financial support to grain
farmers.

10. For some time now, concern has been growing in all main producing
countries at the budgetary costs of subsidization and in the period under
review a number of steps were taken to contain these costs. The Council of
Ministers of the European Community agreed, for the first time, to set a
limit on farm spending. The United States' Administration proposed further
changes in existing legislation to bring about a more market-oriented
agriculture. The impact that such measures might have on surpluses and
trade remains, as yet, unclear.

11. Problems facing world trade in agriculture have been reflected by the
number of disputes before the GATT during the period under review. These
relate to quantitative restrictions on imports in the European Community
(apples, almonds), Japan (beef, citrus), the Republic of Korea (beef),
Norway and Sweden (apples and pears), an Indian licensing system (almonds),
and to payments and subsidies to producers in the EEC (oilseeds and related
animal-feed proteins) as well as certain European Community directives (3rd
country meat directive and growth hormone ban). Consultations have also
been requested on quality standards for grapes in the United States. A
dispute between the US and Argentina about Argentina's differential export
tax on soybean and soybean products has, however, been settled.

12. This report considers developments in a number of other specific
sectors, mainly areas in which protectionist pressures have been strong in
recent years. Existing voluntary restraint measures to restrict
international trade in steel, motor vehicles, footwear and textiles have
remained in place; a new export restraint on Korean shoes to Italy may be
noted. By and large, the European Community now has fewer restrictions
under MFA IV than MFA III whereas the United States has maintained or
intensified its range of restrictions. Moreover, legislation providing for
a freeze and cut back on imports of textiles and footwear is still before
the United States Congress.

13. The major development in the electronics sector in the period under
review was the finding of the GATT panel that measures taken by Japan in
pursuance of its bilateral agreement with the United States to prevent
dumping of semi-conductors on third markets was contrary to the prohibition
of quantitative restrictions laid down in the GATT.

Regional developments

14. Among details of regional developments noted in this report, the
initialling of the Canada/United States Trade Agreement is the most
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outstanding as it concerns the two countries with the largest bilateral
trade flow in the world. Action by both the United States and Canadian
legislatures will be necessary before the Agreement can be put into force.
Renewed interest in regional co-operation in many parts of the world is
apparent from the number of other developments that have occurred, A
framework agreement between the United States and Mexico was signed as well
as an agreement to complete the customs union between the European Community
and Cyprus while negotiations to promote economic co-operation have been
concluded between the EEC and the Gulf Co-operation member countries.
Discussions took place between Australia and New Zealand to accelerate the
formation of their free-trade area and there have been suggestions that this
could be used as a platform for constructing a wider Pacific basin pact to
include the ASEAN. Propositions have been made for an eventual Japan/US
free trade arrangement and for possible co-operation between the United
States and ASEAN and among Australia, Canada and New Zealand. A number of
other ideas have been put forward for co-operation among Pacific and Latin
American countries.

Tariffs

15. The importance of the tariff as an instrument of commercial policy is
underlined by a number of developments. In a number of countries tariff
policy reforms were announced reflecting the authorities' determination to
give greater scope to market-determined forces both to make the economy more
competitive and as a means of pushing for a greater degree of adjustment.
Chile, Jamaica, the Republic of Korea, Mexico, New Zealand, Taiwan, Turkey
and Uruguay were among the economies making or proposing major tariff
changes towards opening of markets, while Argentina, Australia, Brazil,
Canada, China, Colombia, Thailand and Sri Lanka all took steps to
restructure and reduce the restrictive effects of parts of their respective
import tariffs.

GSP

16. A number of significant changes were made in GSP schemes. Apart from
various modifications involving product coverage, application of new
competitive criteria and quota ceilings or improving benefits for the
least-developed countries, the Republic of Korea was suspended from the GSP
scheme of the European Community. In addition, the United States took the
step of suspending Chile indefinitely and removing, on grounds related to
the development of their economies, Hong Kong, Korea, Singapore and Taiwan
from its preferential scheme. The rescinding of benefits was critized as
being against the 1971 Decision of the CONTRACTING PARTIES (which refers to
the establishment of generalized, non-reciprocal and non-discriminatory
preferences beneficial to developing countries) and Part IV of the General
Agreement. It was justified by reference to provisions of domestic
legislation of the donor country.



C/W/548
Page 6

Quantitative restrictions

17. Substantial reductions were made or announced - notably in Brazil and
Mexico and to a lesser extent in Colombia, India, the Philippines and Turkey
- in the number of products subject to import authorization. However, the
existing stock of quantitative restrictions remains large.

Subsidies

18. The use of subsidies continued to be a source of contention.
Controversies relating to subsidies in the agricultural sector have already
been referred to. Evidence relating to industrial aids and subsidies is
patchy but a number of conflicts remain current, particularly between the
United States and the European Community on government assistance and
subsidies granted to construction of civil aircraft, notably Airbus.

19. Developments in the area of anti-dumping are among the most important
on the commercial policy scene. For some time now it has been apparent that
the threat of an anti-dumping investigation or action has sometimes been
followed by exporting parties entering into price undertakings and/or
shipment limitations from the party concerned. The EC has made its first
use of its June 1987 Regulation extending the concept of anti-dumping to
so-called "screwdriver" operations. It has also initiated, for the first
time, under a new Regulation, an investigation into unfair practices in a
service industry (shipping) which could result in the application of a port
levy on Korean shipments to bridge the gap between their shipping rates and
rates judged to be normal for the route in question. A high level of
petitions or threats of action against "unfair" trade practices by countries
that were deemed to have insufficiently reflected the appreciation of their
currencies in their export prices as well as recourse to Section 301 of the
Trade Act of 1974, characterized the trade policy debate in the United
States. In addition, the US Court of International Trade made two
noteworthy rulings: one making it more difficult for the Department of
Commerce to suspend an anti-dumping order; the other, that the use of the
cumulation of imports concept for different countries does not violate the
provisions of the GATT Anti-Dumping Code.

20. The use of "voluntary" trade restrictive measures has been the subject
of frequent comment. During the period under review, a number of
arrangements were either rolled-over or renewed. In a number of cases
(apples, footwear and potash) new intitiatives were recorded. All told, and
excluding textile arrangements taken outside the MFA (71) and food and farm
products which are characterized either by agreements holding trade to
acceptable traditional levels or by unilaterally imposed import quotas (54),
there are some 127 export restraint pacts of one form or another in
operation.

21. This report also notes a number of developments relating to government
involvement in counter-trade and the negotiation of bilateral trade
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agreements. Activity in both of these areas shows no sign of slowing down
and reflects scarcity of hard currencies in some countries and concealed
price-cutting of products for which demand is depressed.

22. A section of the report refers to a number of trade policy measures
which were under discussion during the reporting period, in particular to
proposals which have created some controversy and to threats of retaliation.
Attention is also given to a number of disputes that were resolved, to the
main controversial provisions of the Omnibus Trade Bill that recently
received the approval of the US Congress, and to the possibility of a
Presidential veto.

23. The report concludes with short sections relating to movements in
exchange rates and to developments in other fields which are of particular
relevance for international trade.

Observations

24. An aggregate assessment of developments over the period of review
invites the following observations:

(i) The environment for trade policies has continued to be
dominated by concerns over payments imbalances, exchange rate
uncertainties, problems of unemployment and slow growth in
many industrialized countries as well as the continuing debt
servicing difficulties of many developing countries.

(ii) These factors have combined with the normal resistance of
declining sectors of industry in the developed countries to
adjust to foreign competition, and the desire to promote key
nascent industries. In some industrialized countries limited
action to reduce tariffs and quota restrictions in a few
selected sectors was taken as a means of improving the
efficiency of the domestic industry and, as indicated above, a
number of developing countries moved towards liberalization of
their trade regimes as a means of restructuring their
economies and expanding export earnings. In general, however,
the use of production and export subsidies, the trend towards
enlargement of the scope of anti-dumping actions, and the
maintenance and extension of bilateral restraint agreements to
deal with continuing sectoral problems, showed little or no
decline over the past.

(iii) Over this period a great deal of attention continued to be
given to trade policy developments, not only by the economic
press but also by financial and stock markets. This suggests
that the direction of trade policies and the state of trade
relations among governments are becoming an increasingly
important factor in business confidence and in market
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assessments of growth prospects for the international economy.
Thus the present state of trade policies, including the
uncertainties created by the consideration of new
protectionist measures in some major trading entities, is
exercising its own influence on the macro-economic
environment.

(iv) In spite of the steadying influence exercised by the Uruguay
Round, bilateral trade relations among a certain number of
governments continue to be characterized by a high level of
tensions. Frictions over a broad range of issues led both to
threats of retaliation and to some unilateral actions. There
is, however, evidence in the period under review that
governments are making more use of the GATT dispute settlement
mechanisms to deal with problems in bilateral relations. This
is a welcome sign of confidence in the multilateral dispute
settlement machinery. It could also indicate a concern on the
part of participants in the Uruguay Round to affirm and
clarify rights under existing GATT provisions without having
to wait for the conclusion of the Uruguay Round negotiations.
The extensive resort to GATT dispute settlement mechansims
over the last 18 months contrasts with the experience in
previous Rounds of GATT negotiations. At the same time it is
clear that until solutions are found through the Uruguay Round
process of negotiation, many major sources of trade conflict
and difficulties in applying rules will remain.

(v) Developments over the last six months also indicate that
policies affecting agricultural production and trade are now
an increasingly dominant element in trade relations among
governments. The heightened concern over the spill-over
effect of these policies have led to increasing emphasis being
put on the crucial role of agriculture in the Uruguay Round
negotiations. As noted earlier, however, the policy signals
sent out by governments in terms of actual measures introduced
to deal with the current situation of production surpluses and
export subsidization seem mixed. Some participants have taken
steps towards production controls and the freezing or
reduction of support levels for some major commodities.
However, there have also been increases in production and
export subsidies.

(vi) In the area of trade in manufactures, restraints on
traditional items such as textiles and clothing, steel and
motor vehicles, have been largely maintained and in most
instances renewed. Some of the more difficult trade policy
problems have, however, related to high technology goods such
as semi-conductors, electronic equipment, informatics and
civil aircraft, all of them relating to so-called future
growth industries.
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(vii) During this period some of the major industrialized countries
pursued negotiations to persuade Japan and a number of high
growth developing countries to adopt measures aimed at further
opening their markets to imports of both manufactures and
agricultural products and, in certain instances, for
restraining their exports to third countries. The efforts to
ensure that such economies as the Republic of Korea, Hong
Kong, Singapore and Taiwan do without special benefits and to
accept GATT obligations comparable to those applying among the
mature economies, were reflected in the US withdrawal of GSP
treatment from these countries. These developments were
accompanied by demands for action by these countries in other
areas, such as revaluation of their currencies. Another
significant event was the withdrawal by the European Community
of GSP treatment from the Republic of Korea on the grounds
that it was not providing adequate protection in matters of
copyright for EEC exports.

(viii) While the debt problems of the more heavily indebted countries
are very far from being resolved, the marginal improvement in
the trade performance of a number of such countries in 1987
could be expected to be helpful to their effort to restructure
their economies and liberalize trade controls in the interests
of greater efficiency. Further success in these efforts will,
of course, depend on solutions both in the area of financing
and on future developments in the external trading
environment.

(ix) Finally, developments in the area of regional co-operation
have sharpened the debate on the effects of bilateral and
regional economic groupings on multilateral trade. The
debate's outcome could be critical for the future of the
multilateral trading system.
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DEVELOPMENTS IN TRADE POLICIES AND MEASURES

I. Sectoral Developments

(i) Agriculture

25. A number of important changes occurred during the period under review
in measures regulating access to markets, most have given rise to sharp
differences of opinion among major trading countries. Among these measures
were reactions by the United States towards the EEC's Third Country Meat
Directive, the temporarily postponed meat hormone ban, the Community's new
five-year rice-aid scheme and support for soybeans; the Commission's new
licence system to curb apple imports also evoked opposition by the main
Southern Hemisphere exporters. Tensions concerning Japan's beef and citrus
import quotas came to a head with the former of particular interest to the
US and Australia among others. Of more general interest was Japan's
acceptance of the need to implement the GATT panel's ruling against its
import restrictions on agricultural products. Problems of access surfaced
between the US and Australia vis-à-vis Korea's beef import restrictions.

26. A few positive features were noteworthy. The EEC completed
negotiations with countries by the adoption of the CAP by Spain and Portugal
although some points remain still to be settled (e.g. Canada/EEC). In
addition, Argentina and the United States resolved their long-standing
dispute over the differential taxes applied to exports of soybeans and its
products.

27. Competitive export subsidization by the EEC and the United States of
agricultural products continued with increased shipments under the US Export
Enhancement Programme (cereals, meat and soybeans) and the export refund
system of the Community (meat, sugar and dairy products). Other
agricultural suppliers have been caught up in this process and have had to
have recourse to forms of subsidization if they wish to hold on to their
traditional export outlets.

28. For some time now, concern has been growing at the budgetary costs and
subsidization. Actions taken to contain this include the EEC's agreement,
for the first time, to set a legal and binding limit to farm spending while,
at the same time, establishing new mechanisms called stabilizers which set
thresholds for ten major farm sectors beyond which price cuts and other
disincentives will apply. The impact these financial measures could have on
production and trade remained, as yet, unclear. In the case of the
United States, loan rates for cereals have been lowered, conservation and
paid land diversion programmes have been extended while legislation has been
introduced into Congress to limit programme payments previously authorized
under the 1985 Farm Act.

29. The question at issue is whether such actions will be effective in
reducing surpluses.
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30. Problems facing world trade in agriculture are reflected in the number
of disputes brought to the GATT. Current examples of recourse to GATT
dispute settlement procedures include: Japanese restrictions on imports of
beef (by Australia and the United States; the latter included import quotas
on citrus products in its recourse to Article XXIII:2); Korean restrictions
on beef (by Australia and the United States); Indian restrictions on almond
imports (by the United States); EEC import licences for apples (by Chile);
Sweden's restrictions on imports of apples and pears (by the United States;
a panel has been agreed to with respect to similar measures by Norway);
EEC(Greece) prohibition on imports of almonds, EC Third Country Meat
Directive, and Community payments and subsidies for oilseeds and related
animal-feed proteins (by the United States). Other related areas of
interest during the period include the implementation of panel findings
against Canada (exports of unprocessed salmon and herring; Provincial
liquor board practices) and Japan (restrictions on imports of certain farm
products; practices affecting imported wines and alcoholic beverages.

31. Argentina/Soviet Union: According to end-of-January reports, the
Soviet Union had completed negotiations to buy 450,000 tonnes of hard
milling wheat from Argentina for February/March 1988 shipment at $98 a
tonne. The International Wheat Council (IWC) estimated in December 1987
that the Soviet Union would probably buy 500,000 tonnes of Argentine wheat
in the whole 1987/88 (July-June) season. For other cereals deals with the
Soviet Union, see paragraph 420.

32. Argentina/United States: In connection with a long-standing dispute
between the United States and Argentina involving Argentine differential
export taxes on soybeans and soybean products, reports indicate that
Argentina has agreed to reduce its export tax differential. Argentina will
narrow its export tax differential, or the difference between its export tax
on soybeans and its tax on soybean products, from 11 to 8 percentage points.
(At one time, the differential was 15 percentage points.) The agreement,
grew out of a dispute that began in August 1986, when the US National
Soybean Processors Association filed a petition under Section 301 of the
Trade Act of 1974 charging that the differential was providing Argentine
soybean crushers with an unfair cost advantage over United States crushers,
thereby disadvantaging US exporters in third-country markets (see previous
reference L/6087, paragraph 41).

33. Australia: According to report, the Government, under the Guaranteed
Minimum Payment (GMP) system operated by the Australian Wheat Board, has had
to make a payment of A$230 million (A$18/tonne) to maintain the price to the
producer for the 1986/87 season. The GMP is a safety net underwriting
system based on actual and expected market return which in place for
commodities, such as wheat, to assist farmers should world prices drop
quickly and dramatically. Since the introduction of the current
underwriting system for wheat in 1979 no government payments have been made.
Due to the US/EC subsidy war and the consequent rapid fall in world prices
during 1986, the scheme resulted in a government payment being necessary in
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respect of the 1986/87 wheat harvest. This payment is likely to be made in
June 1988. As the GMP is a moving average based on the two lowest of the
previous three seasons and the expected returns in the current season,
future government payouts under the current legilsation are, reportedly,
most unlikely (see also L/6205, paragraph 76).

34. Australia/Egypt: Egypt has agreed to import from Australia
1.5 million tonnes of wheat in 1988 under their long-term contract.
Australian and Egyptian negotiators settled on a price that was a little
more than US$100 per tonne. Egypt is one of Australia's biggest wheat
markets, absorbing about 2 million tonnes a year (a five-year agreement,
which runs until 1991, provides for total shipments of 10 million tonnes).

35. Brazil: The Brazilian Government is to withdraw from the management
of sugar exports, by privatizing them as from a future date. The step,
reportedly, is mainly intended to cut public expenditure. Producer
subsidies and storage costs in 1987 are estimated at US$149 million.
Exports will, according to reports, probably be taken over by trading
companies and cooperatives. To encourage domestic producers to adjust to
world prices, the export subsidy, currently running at US$34 per tonne, will
be reduced by half for the first harvest following privatization, before
being abolished altogether.

36. CAIRNS Group: Ministers and representatives of the members of the
Cairns Group (Argentina, Australia, Brazil, Canada, Chile, Colombia,
Hungary, Indonesia, Malaysia, Philippines, New Zealand, Thailand and
Uruguay) met at Ministerial level on 23-26 February 1988. In reviewing
developments since they last met, Ministers noted, inter alia: that a major
challenge in the current year was to maintain momentum in the Uruguay Round
agricultural negotiations; that the commitment entered into at Punta del
Este and reinforced by the OECD Ministerial Meeting and Venice Economic
Summit has not generally been observed in the case of agriculture; and that
in the context of agricultural trade problems and the reform of domestic
support policies, there was a significant and growing gap between rhetoric
and practice.

37. The Ministers also agreed that the Ministerial Mid-Term Review of the
Uruguay Round, scheduled for early December 1988, is an important
opportunity to achieve substantive interim results in the agriculture
negotiations, in the form of measures for immediate implementation which
would be directly linked to and consistent with long-term reform. These
measrues would constitute a genuine down-payment on long-term reform and
should encompass: a freeze followed by reductions in global support for
agriculture in 1989-90; a freeze followed by reductions in production and
export subsidies in 1989-90; an immediate increase in access opportunities
in 1989-90; an agreement on the management of surpluses, so as to avoid the
disruption of world markets (see also L/6087, paragraph 33).
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38. Canada: The Federal government will provide an additional
CAN$2.8 billion in aid to farmers to help counter the effects of the subsidy
war between the United States and the European Community, the Prime Minister
said on 15 December 1987 (see also L/6289, paragraph 28). The financial aid
package, which will bring total Federal support to grain farmers in 1988 to
CAN$3.2 billion include a CAN$1.1 billion cash payout to eligible farmers
under the special Canadian Grains Programme, CAN$850 million to write off
corporate losses sustained by the Farm Credit Corporation and to reduce the
deficit of the Western Grain Stabilization Fund and about CAN$400 million
worth of fuel tax rebates. The Federal Government has also committed
$28 million for the Canadian Rural Transition Programme. The various
components of the programme will provide benefits for about 240,000 farmers,
90 per cent of the nation's total.

39. On 4 January 1988, the Canadian Wheat Board announced the final
payments for the 1986/87 crop year. These payments are made when the sales
for a particular pool, after deduction of marketing expenses, exceed the
initial payment. Two pool accounts, regular barley and designated barley,
ended in deficit.

40. Effective from 4 February 1987, the Canadian Government reduced the
countervailing duty on imports of US grain corn in response to a
recommendation by the Canadian Import Tribunal that it would be in the
public interest to do so. According to an announcement made on
4 February 1988, the duty is now reduced to 46 cents per bushel. A
countervailing duty of CAN$1.10 a bushel had been imposed on
7 November 1986, after the Tribunal found that exports of grain corn -
excluding seed corn, sweet corn, and popping corn - were being subsidized by
provisions of the 1985 US Farm Act and were injuring Canadian producers (see
L/6289, paragraph 30 and L/6205, paragraph 72). A further study by the
Tribunal of whether the public interest would be best served by reducing or
eliminating the duty (the first such study based on new legislation
procedures adopted in 1984), concluded on 20 October 1987 that Canadian corn
producers could not derive the full benefit of the CAN$1.10 per bushel duty.
The Government will ask the Canadian Import Tribunal to re-examine the
countervailing duty in about 18 months time from the date of the
announcement to review the public interest issues.

41. The Canadian Government added certain dairy products (ice cream,
yoghurt and liquid forms of buttermilk, skim milk and dairy blends) to the
Import Control List by Order in Council, effective from 28 January 1988.
This action was taken in support of Canada's domestic dairy supply
management programme. Applications for import permits have now been invited
from the trade. Quota levels will be set on the basis of past import
levels. Affected trading partners were notified at the time these controls
were imposed. Canada has indicated its willingness to enter into
consultations with these trading partners with respect to quota
administration. The US Government has been informed about the restrictions
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which, reportedly, will be set at the average level of imports over the past
five years, and has protested the decision.

42. According to a statement by the Canadian Minister for International
Trade on 21 March 1988, Canada will accept a GATT panel report (L/6268) and
dismantle GATT-inconsistent export restrictions on unprocessed salmon and
herring by 1 January 1989. At that time, however, new regulations requiring
that salmon and herring caught off the Pacific coast be landed in Canada,
will be put in place. The Minister also announced, with respect to another
panel ruling on discriminatory Provincial liquor board regulations on
alcoholic beverages, that while Canada would work with the provinces to
implement the report, it would not change beer marketing practices in the
foreseeable future. The reasons given for the decision are that EC beer
exports to the Canadian market which represent only one-half of 1 per cent
of the Canadian market, do not figure prominently in the complaint and the
discussions are currently being held with the provinces to address
inter-provincial barriers to trade in those products.

43. Chile: The Chilean Ministry of Agriculture announced that the range
of domestic support prices for wheat in 1987/88 (November/October) had been
set at US$191-US$218 per ton, compared with US$211-US$239 in 1986/87. The
range also acts as a regulating mechanism for imports of wheat. If prices
are below the bottom of the range, import tariffs are increased to bring
them to the level of the floor price. If import prices are higher, tariffs
are reduced, until they match the ceiling price. This type of support
policy was introduced in 1984, and, according to the authorities, has
resulted in an improved rate of self-sufficiency. Imports of wheat amounted
to 1.14 million tons in 1982/83, went down to 0.5 million in 1985/86, and
are forecast at 0.2 million tons in 1987/88.

44. China will subsidize sugar beet and sugar cane producers to boost
output. According to a report in the official Economic Information Journal,
the authorities will pay a subsidy of 8 and 18 yuan per tonne for sugar cane
and for sugar beet, respectively, during the 1987/88 November-May crushing
season. Ex-factory, wholesale and retail prices of sugar will not change.
The official press has reported worsening shortages of sugar.

45. EC: On 13 October 1987, the European Parliament took a decision
permitting ECU 4 billion in agricultural payments for the last 2 months of
the year to be paid in arrears, after 1 January 1988, rather than in advance
as at present. According to various commentaries, this lifted the reported
threat of imminent EEC budget insolvency.

46. At the summit of the EC Heads of Government in February 1988,
agricultural policy measures were agreed which are expected to provide the
basis for controls on agricultural production and prices, and on effective
and legally binding controls on agricultural spending. The aim of these
measures was to improve the mastering of production and to correct a
development which had led to accumulation of stocks. The principal
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decisions include production thresholds for cereals and oilseeds, plans for
the setting aside of agricultural land and a new budget framework involving
a maximum increase of 1.9 per cent per year (in real terms). This increase
shall also include additional spending as a consequence of full integration
of Spain and Portugal under the Common Agricultural Policy. The agreement
also involved "stabilizers" on eight other products (wine, olive oil,
tobacco, sheepmeat, fruit and vegetables, dairy, beef and veal and sugar)
which would reduce the producer prices in cases where the production exceeds
indicated levels. Subsequently, in order not to weaken the Summit Decision,
the Commission proposed a general freeze on farm prices for the 1988/89
season.

47. Among the principal decisions taken on agriculture are:

Grain as well as oilseeds and protein plants

(a) Grain

- introduction of a production threshold, the so-called Maximum
Guaranteed Quantity (MGQ) set at 160 million tonnes for the years
1988/89 to 1991/92;

- at: the beginning of each year an additional co-responsibility
levy (CRL) of a maximum 3 per cent will provisionally be raised
so as to ensure the payment of any eventual levy falling due in
cases where the MGQ is exceeded;

- if at the end of the marketing year the MGQ proves not to have
been overshot or to have done so by less than 3 per cent, the
provisional CRL will be entirely or partially reimbursed;

- small producers will, according to rules to be decided, be
relieved of the previous CRL and the new additional CRL;

- if the MGQ is exceeded, the intervention price will be reduced by
3 per cent (in accordance with the long-term growth in
production) at the beginning of the following marketing year.

(b) Oilseeds and protein plants

48. Maximum guaranteed quantities are agreed as follows: oilseed rape
4.5 million tonnes (EEC/10), sunflowerseed 2 million tonnes (EEC/10), soya
1.3 million tonnes (EEC/12) and protein products 3.5 million tonnes
(EEC/12). If these quantities are overshot, support prices will be reduced
for each one percentage overshoot by 0.45 per cent in the first year
(1988/89) and by 0.5 per cent in subsequent years.
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Set-aside and early retirement with income aids

49. Parallel with the market-régime measures, the following measures were
decided for the direct reduction in production, and for income
stabilization:

(a) Set-aside

- all member States are committed to introduce this programme
(regional exceptions are possible);

- producer participation is voluntary;

- the area set aside must amount to at least 20 per cent of the
arable area. The set-aside duration is at least five years;

- farmers setting aside 30 per cent of their arable land will
benefit additionally from exemption from the CRL on the first
20 tonnes of grain;

- in addition, farmers will be able to use the land set-aside
"extensively" (fallow grazing), in which case the premium granted
will be only half that granted for complete set-aside.

50. Existing stabilization mechanisms are to be re-inforced and extended
to other production sectors with effect from the marketing year 1988/89.
The measures, to be accompanied by reinforced quality criteria, include
(apart from cereals and oilseeds): olive oil, cotton, sugar, wine, fruit
and vegetables, tobacco, milk, sheepmeat and goatmeat.

51. Other more general provisions concern, inter alia, promoting early
retirement, confirming the negotiating directives adopted by the Community
under the Uruguay Round and the calling for Commission proposals that
recognize the special problems posed by Portuguese agriculture.

52. The EC Commission published its annual "Report on the Situation of the
Agricultural Markets" for 1987 in January 1988. The report, a general
overview of developments in agricultural production and trade in the
Community during 1987, points to improvements in the market balance in some
sectors, particularly cereals and milk. However, these are counter-balanced
by mounting problems in other sectors, notably the spiralling budgetary cost
of the oilseeds regime and chronic over-production in the wine sector.
"Despite the adjustments made in past years" the report observes, "...
adequate solutions in most sectors to the underlying problems of market
imbalance and of budget costs have still not been fully realized." The
Commission comments that in most cases trends in production, in relation to
consumption, are not significantly different now front those recorded in the
past. "Fortunately this is not invariably the case", the report goes on.

but it helps demonstrate the need for further policy adjustments that
are now in hand, and the benefits that successful change can bring." The
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general problems confronted by the CAP during 1987 - the EEC's budgetary
crisis, the depressed state of world markets, and the continuing high stock
levels - are all documented in the report.

53. In mid-November 1987, the EC Agriculture Ministers agreed to a
one-year delay in a controversial ban on meat treated with hormones
(Directive No. 85(649) EEC December 1985). The move was expected to defuse,
for the present, a trade dispute with the United States which had threatened
to retaliate if the EC went ahead with enforcement of the measure, due to
take effect on 1 January. The measure prohibits the use of all hormones in
meat in the EC as of 1 January 1988. But the sale of domestically produced
and imported meat already containing hormones will be allowed until the end
of 1988. The United States, which contends that the hormone ban is not
supported adequately by scientific evidence and, in addition, contravenes
the GATT Technical Barriers to Trade Code, originally demanded that the EC
abolish the law. Then, on 23 November 1987, the US President announced the
possible raising of US tariffs on $100 million worth of EEC products as from
1 January 1988, unless the EC postponed its proposed ban. The Commission
immediately stated that it would have no option but to retaliate in return
should such sanctions be applied (see also following paragraph 54 and L/6289
paragraphs 39 to 40).

54. In a 23 February 1988 judgement, the above ban on the use of hormones
in livestock production was declared illegal by the European Court of
Justice. The ban, which took effect on 1 January 1988, was challenged by
the United Kingdom and Denmark on technical and procedural grounds. The
European Court upheld the challenge and declared that an improper voting
procedure had been used in adopting legislation on 31 December 1985.
Subsequently, on 7 March, the EC Agricultural Ministers voted to reinstate
the ban. Two new declarations were added to their Directive, one making it
retroactive to 1 January 1988 to confirm that growth hormones have
effectively been prohibited since that date and the other stressing the need
to continue consultations with third countries; many suppliers, notably the
South American countries, have now banned hormones in line with the original
EEC Directive. Meanwhile, a complaint regarding the substance of the ban is
proceeding before the European Court of Justice.

55. The EEC Commission had previously announced that, under its
Third-Country Meat Directive, it would publicize a list of United States'
meat-packing plants eligible to export meat to the Community on

January 1988. Under the Community's directive, which requires meat
producers to meet certain health and safety requirements in order to export
to the EC, exporting plants must comply with detailed regulations covering
such areas as equipment facilities, veterinary staffing and procedures, and
carcass washing. Plants not included on the list would not be permitted to
export to the EC. The Directive, which has been applied to imports of meat
from other non-EC countries for several years, had never been applied in
full to imports originating in the United States.
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56. Consequent upon the Commission's decision, the US meat industry filed
a Section 301 complaint under the Trade Act of 1974 against the application
of the directive to the United States, arguing that the directive is simply
a non-tariff barrier in disguise (because the US Department of Agriculture
already has regulations covering these processes). The Section 301
complaint was accepted by the US Trade Representative's office (see L/6289,
paragraph 48); the US request for the establishment of a panel under
Article XXIII:2 was agreed to on 3 December 1987. In mid-December 1987, the
EC announced that it had postponed the publication date in paragraph 25
above until 1 April 1988. Subsequently, the Commission published a new list
of approved US plants meeting Community standards. The numbers involved are
expected to cover current trade flows.

57. A five-year system of aid to rice producers, to be implemented in
1987/88, has been agreed by the EC Agricultural Council. On
10 December 1987, the EC's agriculture Ministers voted in favour of
restructuring the existing arrangements for subsidies to rice growers with
the aim of concentrating Community aid on long-grain varieties which are
most in demand by consumers. In addition, the Council agreed to modify
existing regulations governing the classification of rice for EEC management
purposes. Rice will now be classed as round-grain, medium-grain or
long-grain, with the latter category being split into two sub-divisions.
The United States had claimed that the new aid programme would not only
contravene the Community's GATT commitment to a "standstill" (in the Uruguay
Round) but would also, by artificially stimulating EEC rice production,
reduce access to the Community market for US growers affecting some
US$76 million worth of rice exports. Other countries have also registered
their protests. According to the Commission, the system covering a maximum
possible surface of 40,000 hectares is intended to address the peculiar
imbalance in the EEC between different varieties of rice.

58. During the European Council meeting in February 1988, the EC
Commission made a statement concerning the "stabilizer mechanism" for oils
and fats prices (see L/6205, paragraphs 61 and 62). As provided for in the
Instruments concerning the Accession of Spain and Portugal, the Commission's
submission to the Council presented proposals for the amendment of the
acquis communautaire in the oils and fats sector, including the stabilizer
mechanism for oils and fats prices. With respect to the latter, the
Commission informed the Council that it will continue to examine further:
the relationship between the proposal for oils and fats and possible
repercussions at the international level, and in the GATT context, in
particular; and the adjustment of all the Common Market organizations for
vegetable oils and fats.

59. Appropriate proposals in the light of progress on the above would be
submitted subsequently. The oils and fats mechanism has come under
considerable criticism (see also L/6205, paragraph 62). With respect to EC
payments and subsidies paid to processors and producers of oilseeds and
related aninmal-feed proteins, the United States has recently had recourse to
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the Article XXIII:2 panel proceedings of the GATT (L/6328); this was not
accepted by the Community.

60. The EC has resurrected a controversial plan to limit apple imports
that was shelved in 1987 in the face of opposition from EEC fruit traders
and Southern Hemisphere suppliers such as Chile, South Africa, Australia,
Argentina and New Zealand (see L/6205, paragraph 90). The Commission
announced on 3 February 1988 that it had adopted a new Regulation
introducing a system of import licences (for the period 15 February to
31 August 1988) to monitor all imports of dessert apples into the Community
of Ten. Spain and Portugal are to be excluded from the monitoring system
because under their Acts of Accession they are authorized to restrict apple
imports if necessary.

61. Under the Regulation, all imports of dessert apples will have to be
accompanied by an import licence issued by the member State in question.
Licences, subject to the lodging of a deposit of 1.5 ECUs a tonne (net
weight), will have to be applied for frequently as each one is only valid
for 30 days. The importing member States will also have to notify the
Commission systematically of the quantity of apples covered by the
application for import licences which would be seen against an overall
reference ceiling. Subsequently, on 20 April, the Commission adopted a
further Regulation (No. 1040/88) which set import quotas for all the major
suppliers. The ceiling, which will remain in force for the period
15 February to 31 August 1988, is set at 521,731 tonnes, of which Argentina
70,000 tonnes (export intention - 75,000 tonnes), Chile 142,131 tonnes
(200,000 tonnes), South Africa 166,000 tonnes (199,000 tonnes), Australia
11,000 tonnes (8,500 tonnes), New Zealand 115,000 tonnes (135,000 tonnes)
and other countries 617,600 tonnes. According to the Commission the measure
has been taken in conformity with Article XI of the General Agreement
(L/6337). In the past, imports from the Southern Hemisphere have been
limited on a voluntary basis within a maximum acceptable import ceiling
after consultations with the Commission and EEC traders.

62. Argentina, Australia, Canada, Chile, New Zealand and the United States
have all protested. Third country exporters argue that Community apple
growers already enjoy considerable protection: the minimum import price for
apples is fixed at 1.78 times the Community basic price, with a 6 per cent
levy payable in addition (imported apples represented less than 9 per cent
of the 7.4 million tonnes consumed in the EEC in 1987). Subsequently, Chile
invoked the dispute settlement procedures of the GATT and requested the
establishment of a panel to review the matter (L/6329). On 12 April the
Commission suspended the issuance of licences for imports of apples from
Chile, thus imports from Chile have been suspended for the rest of the
1987/88 season - having reached a total of 142,131 tonnes (L/6337).
Subsequently, Chile requested the establishment of a panel under the GATT
dispute settlement procedures (L/6329/Add.1).

63. In the elaboration of the EEC's GSP scheme for 1988, a reported
suggestion to allow the entry of bananas with a 10 per cent duty under the
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programme has been rejected. As a result the market's trade flows continue
to be determined by different national rules and regulations reflecting, in
many cases, the traditional links most member countries have with certain
developing countries. Among EEC members only the Benelux, Denmark, Ireland,
the Netherlands and F.R. Germany (representing 40 to 50 per cent of imports
into the EEC) maintain no quantitative restrictions on imports from third
countries. Of those that do, only Greece, Portugal and Spain maintain
quantitative limits both with respect to ACP states as well as all other
countries.

64. Between 1 February to 30 June 1988, Italy will no longer have to apply
Community treatment to imports of bananas from the so-called "Dollar zone" -
North and South America, passing through the other member States, following
a Commission decision at the beginning of February taken under the
provisions of Article 115 of the Treaty of Rome. The purpose is to enable
Italy to accommodate imports of bananas from the African-Caribbean-Pacific
(ACP) states as set out in the Lomé Convention. Greece was also allowed to
exempt fresh bananas originating in dollar-zone countries from 1 April to
30 September 1988. Similarly, the United Kingdom has been authorized by the
EC Commission to extend until 31 December 1988 protection measures allowed
under the above Article 115 since 1980 (restrictions on the number of import
licences, no distinctions between direct imports and imports of products
freely available in the EEC) for its imports of fresh bananas from "Dollar
zone" countries (mainly South American countries). The aim, equally, is to
facilitate the acceptance of bananas exported by ACP countries at conditions
and for amounts guaranteed under a protocol included in the Lomé Convention.

65. EEC/Greece: On 6 November 1987, the Greek Ministry of Commerce banned
the import of almonds. This ban was imposed without prior notification by
the Government. As a result of the decree, import licences required from
the Committee for Control of Foreign Exchange in the Bank of Greece are not
being granted for almond imports and imports have been suspended. The
United States has protested against the measure (prior to enactment of the
ban, US almond exports to Greece had reached 2,000 metric tons valued at
US$6 million), and requested the establishment of a panel under
Article XXIII:2 to review the matter (L/6327). The request remains pending
information confirming the lifting of the measure in question on
29 April 1988.

66. In February 1988, the EEC's Council of Ministers adopted three of the
1988 beef and veal import quotas. The three quotas for 53,000 tonnes of
frozen beef, 34,300 tonnes of top-grade "Hilton" beef, and 2,250 tonnes of
Australian buffalo meat, are those that the EEC is bound to open every year
according to an arrangement agreed to under the GATT in 1979. For the first
time in many years, the overall frozen beef and "Hilton" beef quotas have
been raised to allow Argentina to export more meat under the 1987 offer of
compensation following the enlargement of the EEC (see paragraph 248).

67. On 23 March, the Commission proposed two new draft regulations - which
have yet to be adopted - opening extra autonomous import quotas for
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1,000 tonnes of high-quality "Hilton" beef from Uruguay and 1000 tonnes from
Brazil. The new amounts are additional to the annual import quota of
34,300 tonnes referred to above.

68. EEC(Spain and Portugal): The Acts of Accession of Spain and Portugal
laid down the transitional measures to be applied with a view to aligning
the agricultural policies being implemented by the new member States with
the Common Agricultural Policy of the EEC. The respective Acts stipulate
that in cases where the application of such transitional measures
(particularly for certain products) meets with appreciable difficulties, the
necessary derogations might be adopted up to 31 December 1987. The EEC's
Council of Ministers decided on 22 December 1987 to prolong these periods
until the end of 1988 in the case of Spain and until the end of 1990 for
Portugal. Consequently, the Commission amended a number of regulations
involving transitional arrangements for Spain. The period of application of
the rules concerning the STM (supplementary trade mechanism) for imports of
milk products, Accession compensatory amounts for cereals, and the regime
covering supplies of Spanish maize to the rest of the Community have all
been adjusted (see L/6025, paragraph 46).

69. The EEC and Kenya signed a memorandum on 25 January in Nairobi
providing 65 million ECU to finance the storage, transport and import of
basic commodities. In return, Kenya has agreed to liberalize its maize
market. This liberalization will be gradually extended to other commodities
such as wheat, rice and beans.

70. EEC/GDR: Following a decision of the EEC's Council of Agriculture
Ministers, the GDR is to be allowed to deliver 2,400 tonnes of sheepmeat to
the EEC market at the preferential GATT tariff rate of 10 per cent
ad valorem. The concession of preferential access was said to have been
granted in the context of the Community's "voluntary restraint agreement"
with importing countries; it was granted, reportedly, in return for the
exporter respecting a previously fixed delivery limit.

71. EEC/Soviet Union: The EC Management Committee for Dairy Products set,
on 13 November 1987, the sale price for 200,000 tonnes of old butter to the
Soviet Union at 20.4 ECUs per 100 kg. This quantity was the last sale under
a derogation pursuant to Article 7:1 of the International Dairy Arrangement.
The amount of old butter sold to Eastern European countries in 1987 will now
amount to over 500,000 tonnes (half of present stock levels at the time of
the decision) (for previous decision see L/6205, paragraph 78).

72. EEC/United States: The EEC and the US agreed to extend the deadline
for shipping 2 million tons of maize (corn) or grain substitutes and
0.3 million tons of sorghum to Spain from February to June 1988. When Spain
joined the EEC, it was agreed that third country suppliers should be offered
some form of compensation for the limitation of access to the Spanish
feedgrains market. The compensation took the form of an annual quota of
2.3 million tons (2 million maize and 0.3 million tons of sorghum or the
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equivalent amount of non-cereal feeds) which could be imported at a reduced
variable levy. By December 1987 the import levy had been set at some
56 ECUs lower but, as it was still considered too high by most traders, only
0.4 million tons of maize and 0.4 million tons of non-cereal feeds had been
purchased for 1987 (delivery was to be allowed until the end of
February 1988). The Commission assured representatives of the United States
that contracts for the outstanding amount would be signed by the end of
February and that its obligations would be met in a timely manner in 1988
and future years. In turn, the latter agreed that the actual delivery
period could be extended until the end of June 1988.

73. EEC/Venezuela: By Regulation No. 481/88, the EEC sold from
intervention stock (6,000 tons) of boned beef to Venezuela. The EC has been
regularly selling beef from intervention stocks for export. During the
first half of 1987, around 6,000 tons of such beef was sold by private
exporters to importers in Venezuela. For sanitary reasons, the beef was,
however, not released for consumption by the authorities in Venezuela. In
order to replace the quantity of beef which could not be imported, the EC
exceptionally decided to sell another 6,000 tons. Argentina has protested
against this further example of the granting of export subsidies.

74. In December 1987, the EC Foreign Ministers agreed in principle to
extend for another two years current emergency limits imposed after last
year's Soviet nuclear disaster at Chernobyl. The limits, which apply to
food imports and trade in food between member States, were due to expire on
15 December 1987. Ministers also agreed on a new set of emergency limits
which would come into force after any future nuclear accident (see also
L/6205, paragraph 66).

75. EEC/EFTA: The November 1987 meeting of the EEC's Council of
Agriculture Ministers formally adopted measures to modify Protocol No. 3,
which regulates imports of products originating from its trade partners in
the European Free Trade Association (EFTA), notably Austria, Iceland,
Finland, Switzerland, Norway and Sweden. The adaptation was agreed with the
EFTA partners during the Joint Committee meetings which were held at the end
of 1986. The modification needed to be made to take into account the
accession to the EEC of Spain, Ceuta and Melilla in the provisions for
simplification of proof of origin documentation.

76. India/United States: In response to the United States' complaint that
India's licensing regime for almond imports have sharply restricted imports
of American almonds, the GATT Council agreed, on 7 October, to the
establishment of a panel following unsuccessful bilateral consultations to
resolve the issue.

77. Japan: Japan's Ministry of International Trade and Industry announced
on 12 February 1988 the new half-year beef import quotas, effective in
April. The announcement, made one month earlier than scheduled, that the
quotas will be expanded by 9.6 per cent, was aimed at fulfiling domestic
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demand requirements in view of the increase of domestic beef consumption.
The government's advisory council recently published a report that predicts
Japan's beef imports will increase by 320,000 to 400,000 tons during the
next eight years. This projection had given domestic beef producers the
impression that the Government would cope with the increase in demand by way
of expanding beef quotas as necessary (see also paragraph 79 regarding US
complaints regarding Japanese beef quotas). The current beef quota allows
foreign imports from all countries of 214,000 metric tons; the quota has
been increased by 9,000 tons annually from fiscal year 1984 until fiscal
year 1986. In 1987, the Japanese government unilaterally increased the
quota by 27 per cent from 177,000 metric tons.

78. The Japanese fresh oranges quota of fiscal year 1987 allows imports of
126,000 tons from all countries; most of Japan's imports of oranges last
fiscal year (123,256 tons) came from the United States. The orange juice
quota of fiscal year 1987 allows imports of 8,500 tons from all countries,
most of the imports came from Brazil.

79. Little progress has been reported with respect to discussions between
Japanese and US officials regarding import quotas on beef (high quality beef
is part of the quota) and citrus products, which are scheduled to expire on
31 March 1988. As part of a four-year understanding reached between the
United States and Japan in 1984, Japan agreed to eliminate quotas on some
farm products, such as grapefruit juice, while raising the quota levels on
others, such as beef and oranges, to allow more imports. The US has asked
Japan to eliminate the beef and citrus quotas when the bilateral
understanding expired on 31 March. Japan will reportedly propose raising
the ceiling on beef imports by between 13,000 tons and 23,000 tons a year
for the next eight years from last year's level of 214,000 tons.
Four-fifths of all US beef exported is sold in Japan, as is 55 per cent of
all pork, 31 per cent of all feed grains, 31 per cent of all fruits,
26 per cent of all poultry products, 21 per cent of all soybeans and
13 per cent of all wheat. The US had a US$6 billion surplus in trade in
agricultural goods with Japan in 1986. Australia, too, has protested over
Japanese beef import quotas.

80. The panel on Japanese restrictions on imports of 12 agricultural
products announced its findings in December 1987 (L/6253). initially,
because of substantive objections, Japan did not agree to the adoption of
the report in toto when it was first discussed; subsequently, at the
2 February meeting of the Council, Japan agreed to its adoption. At that
time, Japan stated that while it was not opposed to the adoption of the
report, the Panel's interpretation and application of the relevant GATT
provisions were highly questionable, in particular those applied to starch
and dairy products and those relating to state trading.

81. Talks between the US and Japanese officials over agricultural issues
were held on 11 February 1988 after Japan failed to offer compensation for
import restrictions on two categories of farm products found to be in
violation of the General Agreement (see above paragraph). According to a
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Japanese announcement, liberalization of starch and dairy products would be
extremely difficult. Two reasons were put forward: Japan did not see the
need for compensation of these two items; and secondly that US and Japanese
two-way trade was too insignificant to be affected. As far as the other
8 food items were concerned, Japan would lift the import quotas within a
reasonable period of time.

82. According to Japanese press reports, the Central Union of Agricultural
Co-operatives (Zenchu) which handles 40 per cent of all Japanese
agricultural imports, announced in mid-January that it plans to reduce its
purchases of US feed grains by 20 per cent because of US pressure on the
Government to accept a GATT panel's ruling against Japan's import quotas for
processed food and agricultural products (see paragraph 81). Talks,
reportedly to reduce reliance on US farm products, have recently been
initiated with Argentina, Australia and China. Zenchu also served notice to
a US agriculture group that the same strategy could be applied in the
dispute over the beef and citrus quota (see also paragraph 79).

83. Mexico/United States: Early in December 1987, after a three-month
delay, Mexico set its quota for cattle exports to the United States. This
year's quota of 1 million head of cattle is below last year's 1.2 million
level, but is still nearly 60 per cent ahead of 1985's exports. Imports
from Mexico represent only a small portion of the United States market,
which ranges around 28 million head a year, mostly from domestic feeder
lots.

84. New Zealand: According to report, approximately one-third of
New Zealand's farmers are in serious financial trouble. At least
10 per cent are insolvent, hence the decision of the Rural Bank to pay the
most seriously indebted farmers a lump sum of NZ$20,000 to move off the land
altogether. New Zealand's agricultural industry, a major economic sector,
has been hard hit by a combination of chronically low world commodity
prices, an appreciating currency (against the dollar and other currencies in
which farm products are traded) and radical domestic policies which have
removed almost all support for agriculture. Apart from the remains of an
interest subsidy scheme and direct capital loans to individual farmers via
the Rural Bank system - both of which are being phased out - domestic
agriculture is now virtually subsidy-free.

85. New Zealand/FijiL: On 19 October 1987, New Zealand announced that
economic aid to Fiji would be reduced and that it would not renew in
March 1988 an agreement under which it was supporting the price of Fijian
sugar. Subsequently, on 9 February 1988, a decision was taken to restore
aid.

86. United States: The US Department of Agriculture (USDA) has made new
offers under the Export Enhancement Programme of subsidized frozen poultry
in a drive to help US producers recapture Middle East markets lost to
subsidizing suppliers. From October 1987 through March 1988, Saudi Arabia
had been made eligible for 20,000 tons, but had bought only 500 tonnes.
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Five Gulf states - Bahrain, Kuwait, Oman, Qatar and the United Arab Emirates
- had been offered 16,000 tonnes, and through March had bought approximately
3,700 tonnes. The offers represent an expansion of the subsidy programme in
the Middle East. Egypt and Iraq had previously been offered frozen
broilers: Egypt bought all 74,000 tonnes offered. Iraq bought
60,000 tonnes before October 1987, when the USDA offered an additional
40,000 tonnes. Of this amount, about 5,000 tonnes was sold by March 1988.
According to the US National Broiler Council, the US share of the Middle
East poultry market fell from 50 per cent to zero before the Export
Enhancement Programme (EEP) was launched in 1985.

87. In December 1987, the USDA announced the availability of
300,000 tonnes of vegetable oil for India under the EEP. This followed a
1986 vegetable oil programme for India of 25,000 tonnes, which had been
completed. Three vegetable oil programmes for the North African countries
of Algeria, Morocco and Tunisia, of 60,000 tonnes each, were also announced
in September and October of 1987. A vegetable oil programme for Turkey of
80,000 tonnes was announced in January 1988 and has been completed.
Traditional exporters such as Malaysia, have reportedly protested the
decision.

88. At the end of January 1988, the USDA announced plans to offer
subsidized sales of barley malt to five Central American countries. The
USDA said it would sell 40,000 tonnes of US barley malt to Costa Rica,
E1 Salvador, Guatemala, Honduras, and Panama "at competitive world prices".
By March, only 2,000 tonnes had been purchased, however. As with other
sales under the programme, the barley malt price is subsidized with the
proceeds of sales of US government-owned commodities. EEP's for wheat to
Mexico, announced in December 1987 and March 1988 for a total of
800,000 tonnes, have resulted in sales of 200,000 tonnes. Previous
subsidized sales to the Latin American market were for 66,000 tonnes of
wheat to Brazil (of an offer of 300,000 tonnes and 146,000 tonnes of wheat
to Colombia (of an offer of 300,000 tonnes) (see also L/6289, paragraph 24).

89. In early November 1987, the US President declared a special import
quota that will allow the United States to import 303.9 million pounds, or
about 633,000 bales, of cotton between 6 November 1987 and 3 February 1988.
Cotton imports under the quota, which goes into effect the day after its
publication in the Federal Register, are in addition to the 30,000 bales of
imports normally allowed into the United States annually. The President's
action was required by a formula under the Agriculture Act of 1949 and the
Food Security Act of 1985. According to industry sources, little cotton is
expected to come in under the special quota because of uncompetitive prices
and little demand for foreign cotton. The quota was last in effect in 1980
when separate quotas were proclaimed that would have allowed a total of
about 1 million bales of cotton into the United States; however, only about
12,000 bales were imported.

90. The draft Omnibus Budget Reconciliation Act, currently before
Congress, contains numerous provisions which, if accepted unchanged, would
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modify existing legislation under the Food Security Act, 1985 (FSA) (see
L/6205, paragraphs 40 to 42). The most important measures affecting grains
are:

- Target prices: The minimum target prices for 1988 and 1989 crops
would be reduced by 1.4 per cent from the levels set under the
FSA.

- Loan rates: The loan rates for 1988 crops may decline by a
maximum of 3 per cent from those of 1987, instead of 5 per cent
as specified in the FSA. Moreover, the 1989 rates may decline by
up to 5 per cent from the 1988 rates. The Secretary of
Agriculture may also reduce the 1989 rates by a further
2 per cent, if such action is considered necessary to maintain
competitiveness on the international market. A decline of
5 per cent would apply to 1990 crops as well.

- Paid-land diversion (PLD) for feedgrains: A voluntary PLD of
10 per cent would be mandated for 1988 and 1989 crops of maize
(corn), sorghum and barley. The payment rate for maize would be
set at US$1.75 per bushel, the rates for the other grains would
be determined in relation to that for maize. However, the
Secretary may waive the PLD for 1989 to maintain adequate
supplies of this grain, if considered necessary; he also may
decide not to implement the PLD for any or all of these grains.

- Acreage reduction programme (ARP) for oats: For the 1988, 1989
and 1990 crops of oats the ARP would not exceed 5 per cent,
although this requirement may be waived in the last year if
supplies are excessive.

- Farmer-owned reserve (FOR): The minimum level for wheat in the
FOR would be reduced from 17 per cent of projected annual use
(about 12.2 million tons) to 300 million bushels (8.2 million
tons). The minimum for feedgrains would be lowered from
7 per cent of projected use (16.5 million tons) to 450 million
bushels (11.5 million tons).

- Advance deficiency payments: If it is determined that deficiency
payments are likely to be made for 1988, 1989 and 1990 crops of
wheat, feedgrains and rice, then the Secretary would make
payments available in advance in a specified manner. For wheat
and feedgrains: not less than 40 nor more than 50 per cent of
the estimated deficiency payments; for rice, the limits would be
30 and 50 per cent.

- 0/92 programme: Under the 0/92 programme, a producer would
receive deficiency payments on land entered under acreage
reduction programmes (ARP) on an area not to exceed 92 per cent
of the permitted acreage programme. Producers would not have to
plant any of the programme crop. This option would be authorized
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for wheat and feedgrains (maize, sorghum, barley) for 1988, 1989
and 1990. The rate of payment may not be less than the projected
deficiency payment for the crop.

Other provisions: The proposed Act includes numerous other
provisions, mostly of a more general nature. Several sections
deal with the requirement to limit programme payments to eligible
producers actively engaged in farming. It is recommended that
more grain should be used to produce ethanol. New specifications
would also be laid down concerning the funding requirements of
the Commodity Credit Corporation (CCC) and soil conservation
programmes.

91. The US President, on 24 December 1987, issued a proclamation
implementing his 23 November decision to retaliate against the EEC hormone
ban (see paragraph 56) by imposing retaliatory tariffs on US$100 million
worth of EEC produce. The President announced the retaliatory measures
under Section 301 of the Trade Act of 1974, which allows the President to
take action against countries which are considered guilty of unfair trade
practices, at the expense of US competitivity. Among the foodstuffs which
would be subject to punitive 100 per cent tariffs as of 2 January 1989 are
fresh beef, unpacked pork hams and shoulders, packaged pet food, tomatoes,
soluble or instant coffee, some types of fruit juices, fermented beverages
containing less than 7 per cent alcohol by volume, etc. The President,
however, has suspended the measures in view of the EEC's decision to allow
meat which has been hormone treated before 1 January 1988 to be marketed for
a further year up to 1 January 1989. The US measures will therefore not be
implemented until the US Trade Representative considers that US meat exports
have been adversely affected (see also L/6289 paragraphs 39-40 and
Section I(i) paragraph 56).

92. United States/Australia, New Zealand: On 8 October 1987 Australia
entered into a voluntary restraint agreement to limit total calendar
year 1987 shipments of meat to the United States to 722 million pounds.
New Zealand, similarly, agreed to limit its exports for the same period to
439 million pounds. The agreements were negotiated to prevent US meat
imports from exceeding 1,440 billion pounds, the figure that would trigger
import quotas under the 1979 Meat Import Act. (An 18 per cent "bonus" is
provided for supplying countries to "voluntarily" restrain exports to the
United States.)

93. Subsequently, the USDA forecast that meat import levels will rise in
1988 to the highest level since 1980. The USDA estimates that the
United States will import 1,475 billion pounds of meat in 1988, up from
1,400 billion last year. The forecast covers only meat subject to the US
Meat Import Act of 1979 and includes imports of fresh, chilled or frozen
meat of cattle, sheep (except lambs) and goats and certain prepared or
processed beef or veal products. The 1979 Meat Import law calls for quotas
to be imposed when imports exceed a trigger level that is adjusted annually.
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The 1988 trigger level is 1,525 billion pounds, well above anticipated
imports, so no quotas are expected. However, as the USDA revises its meat
import forecasts quarterly, a sudden surge in meat imports could still
trigger quotas. The meat covered by the 1979 law is mainly low-grade beef
used in hamburgers and processed foods; Australia, New Zealand and Canada
are the principal suppliers.

94. United States/Republic of Korea: On 16 February, the American Meat
Institute filed a Section 301 petition charging that Korea's import
licensing system constitutes a non-tariff barrier to US meat exports;
subsequently, the US had recourse to Article XXIII:2 panel procedures of the
GATT (see Section IX, paragraph 554). Australia, previously a predominant
supplier, has stressed that future Korean market-opening measures should be
implemented in a non-discriminatory manner; subsequently, Australia also
requested the establishment of a panel under Article XXIII:2 (L/6332).

95. USDA(Sugar): In December 1987, the US Agriculture Secretary
announced, under the current Sugar Law, the sugar import quotas for 1988,
whereby the United States will reduce its annual sugar imports by
25 per cent in 1988 to 750,000 tons, the lowest import level in more than a
century. The 1988 quota reduction follows a cut of 41 per cent in 1987
(L/6205, paragraph 79) and brings total quota decreases since 1984 to
75 per cent. The overall 1988 import quota is composed of a base quota
amount of 700,000 short tons, a quota adjustment amount of 6,280 tons, a
specialty sugar import quota of 2,000 tons, and additional amounts to
accommodate a minimum quota of 5,770 tons allotted to 14 individual
countries (down from 7,500 tons the past year), for a total of 750,960 short
tons. The 1987 import quota was just over one million tons.

96. The drastic lowering of United States sugar imports is mandated by
legislation passed by the Congress and by orders issued by the President in
recent years. In 1985, the Congress approved the Food Security Act of 1985
which requires that the price support programme be administered at no cost
to the Federal government. To do so, the Government must prevent the
accumulation of surplus sugar stocks, which by law must be bought by the
Community Credit Corporation (CCC) of the Department of Agriculture. Under
the present system, sugar surpluses are held down by limiting imports,
effectively reserving an increasing portion of the US market for domestic
producers. The US Administration has been critical of the current sugar law
and has been seeking revisions by the Congress (see below).

97. The US Administration has been under pressure from Congress, to
introduce a programme for subsidizing the re-export of 360,000 tons of
sugar. The aim is to compensate the developing countries for the
25 per cent reduction in the sugar import quota by allowing them to sell
360,000 tons to the United States outside of the quota at twice the price on
the open market. It has been alleged that, by allowing the developing
countries to export raw sugar to the US above the quota and then to
re-export it in a refined state on the world market, the US is not only
protecting the American sugar producer, compensating the developing country
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suppliers, but also affecting EEC exports should the US target the markets
of North Africa and the Middle East where the EEC has a traditional sales
record (see also Section IX, paragraph 582).

98. United States/EEC: The American Soybean Association (ASA) filed an
official complaint on 16 December 1987, under Section 301 of the Trade Act
of 1974, with the US Trade Representative's Office, on the grounds that US
farmers have seen their soybean market in Europe, worth over US$2 billion a
year, gradually eroded by unfair trade practices which discriminate against
the use of US-grown soyabeans and soyabean meal in the Community. On
20 January 1988, the United States requested consultations with the EC under
Article XXIII:1 regarding the EC's oilseed processing subsidies and
production incentives. The US claims that the EC's oilseed regime nullifies
and impairs benefits accruing to the US from the EC's zero level tariff
bindings on oilseeds and oilmeals which were granted in the Dillon Round of
trade negotiations. In addition, the US claims that JEC subsidies to
oilseed processors are inconsistent with Article III of the GATT, by denying
US imports national treatment. The United States notes that its exports to
the EEC of soybeans and soya products dropped from US$3.5 billion in 1982 to
US$2.1 billion in 1986. The US and the EC held informal consultations on
26 January 1988, and formal consultations under Article XXIII:1 on
19 February 1988.

99. United States/Norway: As discussions, including Article XXIII
consultations, concerning Norway's quantitative restrictions on apples and
pears have not resulted in a satisfactory settlement of the issue, the US
requested the GATT Council at its meeting of 22 March 1988 to establish a
panel under Article XXIII:2 of the General Agreement. This was granted. On
a similar matter the US also requested a panel to examine Sweden's
restrictions (L/6330).

100. United States/Soviet Union: The US and the Soviet Union met on
9 March for talks aimed at completing a new long-term grain agreement;
previous long-term agreements were concluded in 1975 and 1983. Under the
current long-term agreement, which expires on 30 September 1988, the Soviet
Union agreed to purchase at least four million metric tons each of wheat and
maize annually (1 October to 30 September) for five years. The Soviet Union
also had to purchase at least another one million metric tons of wheat,
maize or soybean and soybean meal, or any combination of these for each of
the five years. (Under the agreement, 500,000 tons of soybeans can be
counted as a purchase of one million tons of grain.) Also, the agreement
allowed for the Soviet Union to purchase up to three million metric tons of
additional wheat and maize without further consultations with the
United States. The latest round of discussions reportedly ended without an
accord with the expectation that the two parties would meet again in the
summer.

101. International Dairy Arrangement/GATT: With effect from 23 March 1988,
the Committee of the Protocol Regarding Certain Milk Powders increased the
minimum export prices for skimmed milk powder and buttermilk powder from
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US$825 to US$900, and for whole milk powder from US$950 to US$1,000 per
metric ton, f.o.b. The Committee of the Protocol Regarding Milk Fat
likewise raised the minimum export prices for anhydrous milk fat from
US$1,200 to US$1,325 and for butter from US$1,000 to US$1,100 per metric
ton, f.o.b. while the Committee of the Protocol Regarding Certain Cheeses
lifted the minimum export price for certain cheeses from US$1,120 to
US$1,200 per metric ton, f.o.b. All three protocols are part of the 1979
International Dairy Arrangement. The 16 signatories to the Protocols are:
Argentina, Australia, Bulgaria, the European Communities, Egypt, Finland,
Hungary, Japan, New Zealand, Norway, Poland, Romania, South Africa, Sweden,
Switzerland and Uruguay (see also L/6289 paragraph 52 for previous price
increase).

(ii) Steel

102. There was little change in trade policies affecting the steel sector
during the period under review. The main arrangements limiting access to
the EEC and the United States market continued (see Appendix V). Growth in
steel shipments to the United States led to suggestions that the current
import relief programme (introduced in 1983) should be made more restrictive
but the programme was extended in its present form until September 1989.
Trade in steel between the United States and Mexico was considerably
liberalized under a bilateral arrangement. The EEC maintained its system of
import restrictions on steel but agreed that domestic production quotas
would apply only to four products (hot-rolled coil, cold-rolled sheet, heavy
plate and heavy sections) compared with nine when the system first took
effect in 1980.

103. The integrated iron and steel industry benefited during the period
under review from improved market conditions. Crude steel production in the
industrialized countries increased in 1987 by about 2.5 per cent. Most of
the growth in apparent steel consumption occurred in the United States, the
United Kingdom and Japan. Improvement in the US steel sector was stimulated
by the lower value of the dollar; price-sensitive sales of commodities like
steel and iron have been among the first to prosper - just as they were
among the first to suffer when the dollar soared. Some less efficient
plants have closed down but the modernization of many steel mills was
pursued and the production capacity was expanded when prospect were
considered good. A number of large US steel companies have expressed
renewed interest in export markets and, reportedly, have attempted to
rebuild overseas sales networks closed down in 1984. In the EEC,
adjustement has been difficult. The industry has not been able to agree on
closures necessary to bring supply and demand into line at existing price
levels. Production quotas are now scheduled to be abolished at the end of
June 1988 unless guarantees of closures are received. A noteworthy feature
in 1987 was the increased importance of specialty steel in the exports of
industrial countries.
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104. Australia/New Zealand: According to an industry report in
October 1987, the Australian Industry, Commerce and Technology Minister has
asked the Steel Industry Authority (SIA), to undertake a review, to be
completed by the end of June 1988, of the Australian steel plan. The review
is intended to examine the extent to which the plan has achieved its
objectives and what, if any, special arrangements are needed for the steel
industry beyond 1988. As part of this review, SIA will consider that part
of the CER (Closer Economic Relations) agreement between Australia and
New Zealand covering steel; in the interim, it has decided to continue
monitoring imports of steel from New Zealand, as well as certain other
suppliers.

105. Canada: In February 1988, Canada introduced a new monitoring system
for steel exports to the United States. The monitoring programme will track
imports of about 12 of the key individual steel products. The previous
system merely monitored the aggregate import and export levels and compared
these to "historic levels" (see also Section VII).

106. EEC: Steel output controls should be terminated by April 1989,
according to a recommendation in an independent report on the future of the
European Community's steel industry which was made available in
mid-November 1987. The study, by "three wise men" chosen by the Commission,
reportedly confirms that the industry has failed to produce enough promises
of closures to justify continuing quotas. The panel says European
steel-makers, prices have been so protected by the seven-year-old system of
production controls that they are not ready to make sacrifices to bring
supply in line with demand; it does, however, say that the industry will
come forward with extra voluntary closures within the coming months.
Eurofer, the association of major integrated steelmakers, has offered to
close just over half of the EC's surplus capacity. The Commission was to
comment thereon in time for the EC Industry Ministers to decide at their
meeting on 8 December 1987 on whether to continue quotas or not (see
paragraph 108 following).

107. In early December 1987, the EEC Commission revised its so-called
"basic import prices" for steel products, which act as anti-dumping
procedure triggers for imports from non-member countries. The Commission
said that the latest revision, which took effect on 10 December 1987, is
designed to reflect changes in production costs in supplying countries. The
basic prices are expressed in ECUs, and new updated exchange rates for the
ECU against national currencies have been announced. Some of these figures
have changed quite sharply since they were last revised in May 1987. Not
all of the ECU-denominated prices have changed. Those for pig iron,
unchanged since May 1985, have now been reduced by between 10 and 11 ECU per
tonne; stainless steel semis have been reduced for chrome grades but
increased for high-nickel grades. Other price changes affected stainless
wire rod, bar, plate and coil, alloy steel bar and rod, and electrical
sheets (see also L/6289, paragraph 57).
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108. In January 1988, the European Community formally approved new measures
to cut steel production quotas after an agreement by the EC's Industry
Ministers late in 1987. The new measures mean that less than 50 per cent of
the EC's steel will be produced under quotas, compared with almost
85 per cent at the end of 1985. As decided by the 12 EC governments, the
production quotas will apply to only four product, compared with nine when
the system first took effect in 1980. The limits are now set only for
hot-rolled coil, cold-rolled sheet, heavy plate and heavy sections. The
production quotas are scheduled to be abolished end of June 1988, unless the
EC Commission gets firm guarantees from steel producers to shut down excess
production capacity before 10 June. Current excess capacity is estimated at
20.7 metric tons. The new measures were an extension of the quota system
begun in 1980, except for some easing of the production limits for small,
specialist steel producers. All companies with an annual output of less
than 200,000 tonnes, compared with the 36,000 tonnes level used before, are
excluded from the production quotas. Steel demand and output in the EEC
have climbed in 1987 thanks to stronger than expected demand from the car
industry. According to reports, the average EC hot rolling mill was
running, by the end of 1987, at 75 per cent of capacity, not far below the
80 per cent estimated to be the minimum for the industry's long-term
viability.

109. EEC/Mexico: The EEC Commission has made a final ruling in the
anti-dumping case brought against imports of steel plate from Mexico,
imposing a definitive duty of 68 ECUs per tonne, effective 22 November 1987.
A provisional anti-dumping duty had been in force since 27 July 1987. The
Commission said that since the provisional ruling, an exporter of the
Mexican product had offered an undertaking concerning exports but this had
not been accepted. In previous similar cases, exporters had offered
guarantees as to the prices and volumes of future shipments, and this had
averted the threat of a definitive anti-dumping duty. The Commission
considered that 68 ECUs/tonne was the amount needed to bring the Mexican
export price up to the level of the EEC's "basic prices" set for imports of
steel from countries without a bilateral steel trade arrangement with the
Community. Mexico does not have such an arrangement.

110. The Republic of Korea announced, in February 1988, a reduction of
import tariffs on steel sheets. Import permits for small firms will also be
abolished.

111. United States: In December 1987, the American Iron and Steel
Institute (AISI) released import figures for non-VRA countries. While
countries which have VRAs with the United States reduced their exports of
steel products to the US in the first nine months of 1987, the AlSI pointed
out that, "a long list of countries not covered by such agreements increased
their shipments substantially". Imports from 25 non-VRA countries reached
4.41 million tons in the first nine months of 1987, compared with 3.2
million tons for the same period in 1986. Of those countries, Canada
increased shipments 20 per cent to 2.78 million tons, shipments from Sweden
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increased 12 per cent to 458,000 tons, steel imports from Indonesia rose to
148,000 tons compared with 32,000 tons in the corresponding period in 1986
and imports from Turkey jumped from 64,000 tons to 328,000 tons. Of the
main non-VRA countries, only Taiwan cut back significantly, to 328,000 tons.
Of the VRA signatories, Japan, the EEC, the Republic of Korea and Brazil all
cut exports to the United States significantly, while South African exports
fell almost to nothing by the third quarter of 1987 as the US trade embargo
against that country took hold.

112. United States(ITC)/Canada: In late February 1988, the United States
International Trade Commission (ITC) ruled that imports of structural steel
from Canada were not injuring American steel producers. As a result of the
decision, the Commerce Department and the ITC will terminate their separate
investigation. of a complaint by the domestic industry that tile imports were
actionable under the US Anti-Dumping Act. The American Institute for Steel
Construction, a trade association of steel fabricators, had alleged that the
imports, supplied by several Canadian companies, were sold in the
United States at unfairly low prices - below the Canadian home-market price
for the same products.

113. United States/Canada/Japan/EEC(Spain)/Republic of Korea/Poland/
Sweden: On 26 October 1987, the US Trade Representative announced that
agreement had been reached on digressive tariffs on flat rolled specialty
steel and new steel quotas for specialty steel bars, rod, and alloy tool
steel with Canada, Japan, Poland, the Republic of Korea, Spain and Sweden
apart from the setting up of allocated quotas with Mexico (see
paragraph 115) and Taiwan. These acts will extend the current import relief
programme - which began in 1983 - to 30 September 1989 and allow a
3 per cent annual increase in specialty steel imports from these countries.

114. United States (Congress): House-Senate conferees on the draft Omnibus
trade bill accepted an ammendment to the proposed bill whereby steel
produced by a VRA signatory country would be classified as such, even when
exported to the US by a third non-signatory country which had substantially
transformed it. The amendment, which had not become part of US law by the
end of the reporting period, followed a July 1987 ruling by the Court of
International Trade that cold-rolled coil, hot-dip galvanized in New Zealand
was "substantially transformed in the process" and thus should not be
counted against the VRA quota for Japan where the steel was melted, poured
and rolled.

115. United States/Mexico: These two countries have liberalized their
trade in steel. In addition the voluntary restraint agreement on steel was
renegotiated. Within the context of its anti-inflation policy (The Economic
Solidarity Pact), Mexico has eliminated official import prices and reduced
its m.f.n. import tariffs on all products. On steel, Mexico reduced its
tariffs by nearly one half from 38 per cent to 20 per cent arid has
eliminated all official steel reference prices used for customs valuation
purposes as of 31 December 1987. The United States agreed to raise Mexico's
steel quota levels by 12.4 per cent for calendar year 1988, an increase
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equal to 0.03 per cent of the United States supply for steel mill products
in 1987. A new category under the current steel understanding with Mexico
was created by the United States. The new classification, to be called
"other wire products", will comprise items 642.8010 and 643.8020 of the
Tariff Schedules of the US Annotated, including steel fence panels, steel
wire fabric, and welded wire mesh for concrete reinforcement. These
products, which were not previously restrained under the agreement, will
have a quota level of 6,300 net tons for calendar year 1988. The quota
level will be pro-rated for the January-September 1989 quota period.

(iii) Petroleum

116. During the six-month period OPEC re-affirmed its December 1986
decision to maintain its previous target price of US$18 per barrel of crude
oil. A severe cut in the non-dollar purchasing power of OPEC's crude
petroleum earnings has been associated with member country breaches of
overall output quotas. Sales by non-OPEC countries are an important factor
in the market. These factors, together with large stocks in consuming
countries and weak demand have seen prices decline to some US$4 below the
reference price. Market reports indicate that some Middle East crudes are
selling for as little as US$12 per barrel. Some non-OPEC producers have
offered to collaborate with OPEC by reducing sales so as to strengthen
prices. Other noteworthy features include decisions or recommendations to
deregulate domestic oil markets in Canada, Japan and Portugal.

117. OPEC: On 14 December 1987, OPEC member States, except Iraq, set the
limit for overall crude oil production for the first half of 1988 at
15.06 million barrels a day - the same as in the second half of 1987 and,
with the same country distribution as agreed on 20 December 1986, for the
third quarter of 1987. Iraq is expected to continue producing more than
2 million barrels a day (outside the agreement). OPEC members have also
agreed that, should there be any sharp divergence in market prices from the
reference price of $18 a barrel, then the Monitoring Committee should
immediately call for an extraordinary conference to review the matter (see
also L/6205, paragraph 106).

118. According to the industrial press, Saudi Arabia has been giving
preferential terms to its four major oil customers - Exxon, Chevron, Texaco
and Mobil - since October 1987, as an inducement to maintain their purchases
and as a means of fulfilling its quota under the OPEC production-sharing
accord. The four US major companies have thus enjoyed what amounts to a
price discount in the form of an increase in the barrel fee paid to them for
the joint service operation they perform for the Arabian American Oil
Company (Aramco), according to industry reports. In April, the five-member
OPEC pricing committee and the seven non-OPEC producers (Angola, China,
Colombia, Egypt, Malaysia, Mexico and Oman) met to examine longer-term
solutions to the problem of bringing stability to the oil market. Also
under consideration was a Mexican-sponsored initiative calling for oil
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export cuts of 5 per cent by both sides during the second quarter of the
year. The meeting proved inconclusive. It was also reported that Iran,
Iraq and Qatar - all members of OPEC - had been selling oil below official
selling prices agreed by the Organization at the end of 1986. Other members
of OPEC such as Nigeria and the United Arab Emirates have reportedly offered
similar incentives by widening so-called "equity margins" enjoyed by
companies with a stake in their producing operations and which provide
services similar to those performed by the four US companies for Aramco.

119. OPEC is committed by a Ministerial decision to investigate breaking
the link between the world oil price and the US dollar. According to
reports during the period the OPEC organization has commissioned studies by
economic advisors into the implications of adopting a policy of non-dollar
denominated sales whereby customer countries would be billed directly in
their own currencies.

120. On 16 November 1987, Egypt decided to cut the price of its crude oil
exports by 1 dollar per barrel for the second half of November. An
announcement by the Egyptian Petroleum Authority giving the new premium
prices said the reduction was necessitated by falling prices on the world
market.

121. EEC(Portugal): In line with Portugal's Accession Treaty to the EEC
(Article 208), the European Commission decided, in November 1987, to
recommend to the Portuguese Government the gradual dismantling of the
national oil monopoly, especially as regards imports by the monopoly from
other member States. The Commission has proposed progressively rising
minimum quotas on imports of oil products from within the Community
beginning in 1987. These quotas were set to start at 395,138 tonnes for
consumer petrol, 17,022 tonnes of paraffin, 672,182 tonnes for diesel fuel
and 746,280 tonnes for fuel oil and were scheduled to rise by at least
10 per cent annually in order to eliminate quantitative restrictions by the
end of the transition period.

122. The Commission also recommended that Portugal distribute its quotas
twice yearly, that they be advertised in the Portuguese Official Journal,
and that non-discriminatory measures should be enacted to ensure an even
sharing of quotas and the fair distribution of oil products. The Commission
further expressed the hope that Portugal will set its price regime for
imported oil products in line with Articles 12, 30 and 95 of the EEC Treaty;
Portugal's own Accession Treaty obliges it to dismantle progressively all
national monopolies from 1986 until the end of 1992. By so-doing, imports
from other member States will be able to enter and be distributed without
discrimination in favour of competing Portuguese products.

123. Indonesia: In mid-March, two US companies (Mobil Oil and Exxon Corp.)
signed contracts with Indonesia's state energy monopoly, Pertaminia, under
its usual production-sharing terms whereby the state entity retains
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85 per cent of any oil and 70 per cent of any gas discovered. The new
contracts bring to four the number signed with overseas companies this year.

124. Japan: According to a Japanese press feature, a panel of experts on
oil problems has called for drastic deregulation and further free
competition to improve the managerial quality of the nation's petroleum
industry. The call is contained in a report compiled by a Petroleum Council
study group on basic problems of the petroleum industry. The Council is an
advisory body to the Ministry of International Trade and Industry (MITI).
Recommending a major review of petroleum policy and the petroleum industry,
the report points out that the existing administrative guidance based on the
Petroleum Business Law has had the effect of safeguarding the industry's
vested rights while weakening its managerial capacity. It recommends that
the approval system for oil-refining facilities be applied with greater
flexibility,that administrative guidance by the MITI on production plans
for petroleum products be discontinued by the end of fiscal 1988, and that
the administrative guidance on the construction of gas stations be
discontinued as well within fiscal year 1989.

125. Japan: According to an official announcement, the Government
proposed, on 12 January 1988, to levy its petroleum tax temporarily on
volume rather than value, as from 1 August 1988. The move is expected to
increase existing revenue from Y190 billion 1987-88 (revised budget) to
Y290 billion 1988-89. The extra revenue would, reportedly, be mainly used
to finance the energy programmes (oil stockpiles, etc.).

(iv) Motor vehicles

126. The world car market in 1987 was characterized by diverging demand
trends in the major markets. US car demand declined further while Western
Europe and Japan enjoyed an expanding market. The main points of trade
policy interest during the reporting period in the automotive sector largely
centred on Japan, and the Republic of Korea which, in 1987, overtook Brazil
to become the largest developing country car maker and enhanced its position
as the leading car exporter among developing countries. Events concerning
Japan included MITI's decision to reaffirm, without change, its existing
auto-limitation on exports to the United States. The EC Commission linked
the phasing-out of restrictions maintained by member States of the Community
on Japanese imports with assurances regarding European producers' share of
the Japanese domestic market as well as a Japanese undertaking to stabilize
shipments to the Community so as not to perturb the 1992 date for creating a
single European market. This Japan did not accept. The EC also protested
that Japan's car tax system discriminates against cars with engines over
2000 cc. On 13 April Australia abolished import quotas, cut Lariffs on cars
and announced that the tariff would be further reduced over the next four
years. New Zealand announced a plan for future tariff reductions.
Increased Korean exports of cars have created concern among producers of
these products in Canada, the EEC, and the United States. Korea's major
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motor vehicle exporter faced an anti-dumping action in Canada. Both Korea
and Japan renewed existing voluntary undertakings to limit motor vehicle
exports (see Appendix V). According to an OECD report released in
January 1988, such import restrictions on passenger cars cost consumers
between 1981 and 1985 far more than the value of the protected jobs and
other benefits.

127. Other features included focus on Japanese investment in US car plants
(by 1989 Japan's car output in North America - including joint ventures -
will have a capacity of 2 million units). Japan's exception from the trend
whereby imports have supplied an increasing share of national consumption of
automobiles in all the major industrial countries, and pressure on Japan to
boost its purchases of imported automotive parts and domestic parts for its
plants abroad (Japanese exports of parts are the fastest growing element in
its total automotive trade with the United States), were also areas of
dispute.

128. Australia: According to a recent Government decision, Australia has
abolished all quotas on imported cars and cut their tariffs from 57.5 to
45 per cent as from 13 April 1988. Tariff quotas on cars had previously
limited imports to 20 per cent of the market unless an 85 per cent duty was
paid; Australian imports in this sector have amounted to some
A$3,000 million annually in recent years and account for about 15 per cent
of all dutiable imports. The specific changes are as follows:

- tariff quotas (which have been in place in some form since 1975)
were abolished with effect from 13 April 1988;

- the tariff on imports of passenger motor vehicles has been
reduced immediately from an operative level of 57.5 per cent to
45 per cent and will be progressively reduced further to
35 per cent by 1992;

- tariffs on CKD packs and certain components for the original
assembly of motor vehicles will now attract CBU tariff rates;

- the tariffs on CBU light commercial vehicles (LCV) and CBU
4WD vehicles have been reduced immediately from 35 per cent and
25 per cent respectively to 20 per cent and will be further
reduced to 15 per cent by 1992.

- the tariff on CKD, LCV and 4WD vehicle packs has been reduced to
10 per cent.

The move was made, according to the Minister responsible, after a mid-term
review of the 1985 car industry plan had shown that there was room for
further efficiency in the local industry (last year only about 12 per cent
of the cars sold in Australia were imports).
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129. Canada/Republic of Korea: On 23 March 1988, the Canadian Import
Tribunal issued a statement that imports of dumped Hyundai cars into Canada
from Korea has not caused, is not causing and is not likely to cause
material injury to the production in Canada of like goods. The case had
been initiated on 15 July 1987 as a result of a dumping complaint filed by
General Motors Canada and Ford Canada. On 24 November 1987, the Deputy
Minister of National Revenue, Customs and Excise issued a preliminary
determination of dumping which was subsequently refined to a final
determiantion of dumping margins averaging 26.3 per cent. As a result of
the no injury finding, dumping duties have now been refunded. Hyundai,
Korea's principal car exporter, has also recorded impressive sales since
entering the United States' market in 1986, eliciting unfavourable comment
by the US industry.

130. The Republic of Korea has reaffirmed its undertaking to exercise
prudence in its export of passenger cars to Canada. While there is no
formal restraint agreement between the two countries both Korea and Canada
recognize the need for orderly marketing of such vehicles (see L/6087
paragraph 81). Here, it may be noted, that Hyundai captured 7 per cent in
1985, 6.4 per cent in 1986, but only 4.8 per cent of the Canadian passenger
car market in 1987.

131. According to report, China announced, in late November 1987, new
non-discriminatory restrictions on car imports and joint venture projects to
complement a ban introduced in 1985 on most imports after foreign cars had
swamped the domestic market. The State Council circular noted that although
the 1985 ban had brought the "blind" importation of cars under control, some
provincial officials had recently increased imports of cars and parts, hence
the need for further controls. The document emphasized that restrictions
must be tightened to ensure "a healthy development of China's car industry
and accelerate the manufacture of cars domestically". Only long-term
government-to-government trade agreements are exempt. China imposed
stringent curbs on vehicle imports in late 1985 (see L/6025, paragraph 94).
A semi-ban on imports is still in place, although the 445,000 vehicles
produced domestically last year, recovered by 27 per cent on 1986, far from
satisfied demand while local production remained partly unsold.

132. EEC: According to the EC Commissioner for Industry on
24 November 1987, the Community was seeking talks with Japan to stabilize
the EC's automobile imports from that country. The proposed discussions
reportedly have a two-fold objective. The first is to ensure a smooth
transition towards a singe European market by 1992, when the residual
restrictions on Japanese automobile imports in certain member States will
have to be absorbed into a single Community-wide trade policy. Secondly,
the Commission is pursuing and identifying its efforts to open up the
Japanese automobile market to imports from third countries and considers
that as far as the EEC is concerned a reasonable target would be to arrive
at situation where the share of Japan's market held by the EC motor industry
would be at least half of the Japanese share of the Community market. On
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present figures, this would mean EC exports to Japan of about
270,000 vehicles per year. The EC's car sales to Japan exceeded
80,000 units in 1987.

133. Currently, the EC has a joint surveillance agreement with Japan,
whereby Japan monitors its exports of automobiles to the Community. In
1987, the level was 7 per cent higher than 1986. In addition, five of the
12 EC countries - Britain, France, Italy, Spain and Portugal - have
bilateral controls on passenger car imports from Japan. The five countries
represent nearly 63 per cent of the EC auto market. Reportedly, the
Commission also takes the vein that duty-free entry of automobiles into the
EEC from the Republic of Korea under the general system of preferences is no
longer justified. In early 1987, executives from the EC's leading motor
vehicle manufacturers appealed for Community-wide controls on imports from
Japan (see L/6205, paragraph 116).

134. The EC Commission has also threatened to evoke the GATT dispute
settlement procedures if Japan does not modify its existing car tax system
which, allegedly, discriminates against "luxury" cars with an engine
capacity over 2000 cc and 1.7 metres width (about 40 per cent of European
cars imported into Japan fall within this category). The Japanese
automobile industry reportedly is also in favour of lower taxes for larger
cars. Japan's taxation on 2 litre cars, whether domestic or foreign
produced, includes a 23 per cent commodity duty, a 5 per cent automobile
acquisition tax, and a further flat rate Y81,500 automobile tax; there is
also a marked differentiation in insurance premiums for such cars which is
also considered discriminatory. Cars above 2 litres currently represent
around 5 per cent of the cars owned by the Japanese. Certain comparisons
with other countries, while not strictly comparable, show that French taxes
on larger cars are about 25 per cent less than Japanese, West German taxes
are 50 per cent lower, while those in the United States are one-fifth below
that of Japan.

135. The European Metalworker's Federation in the Community (EMF) recently
issued a statement calling for better-balanced car trade between the EEC and
Japan. Japanese car manufacturers now have 9.2 per cent of the EEC market,
whereas EEC manufacturers have only 2 per cent of Japan's; the EEC has an
annual car trade deficit with Japan of 5 billion ECU. Its lorry trade
imbalance with Japan is even worse. The EMF says the European Commission
has calculated that by 1992 Japan's overall share of the EEC market will be
15 per cent, with market shares of 20 per cent in the Federal Republic of
Germany, 30 per cent in the Netherlands and 50 per cent in Ireland. To
balance trade the EMF wants not unilateral protectionism (which it opposes
on principle), but improved international co-ordination (fair trade), and
general acceptance of the following aims:

- Japan's share of the European market should be stabilized between
now and 1992;
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- in the meantime Community countries that regulate access to their
markets should adapt progressively to the unified internal
market;

- Japan must abolish all non-tariff barriers to trade, so that an
increase in EEC exports can help to improve the balance; and

- Japanese investment in Europe must not be used to set up low
value-added assembly plants that do no more than assemble
components from Japan.

136. EEC(Environment) On 3 December 1987, the EEC's Council of Environment
Ministers approved new standards for pollutant emissions from passenger
cars, after three years of lengthy negotiations, as well as a new Directive
on emissions from heavy diesel lorries and a "common position" on a third
Directive concerning particle emissions from diesel cars.

137. EEC(Italy): By a decision dated 15 October 1987, the Commission has
authorized Italy not to apply Community treatment to motorcycles (falling
within sub-heading no. 87.09A of the CXT), originating in Japan and in free
circulation in other member States. The authorization runs from
1 October 1987 to 31 March 1988. A previous decision covered the period
2 May to 30 September 1987.

138. EEC(Portugal): As from the beginning of 1988, Portugal has changed
its system for controlling the import of motor vehicles. Previously,
imports of passenger cars from EC member States were subject to quotas by
number of units and total value while the quota for Japanese cars was
regulated according to their total value; all other cars faced an import
prohibition. Additionally, on the condition that the car companies in
question engage in the export of Portuguese products, supplementary quota
increases were allowed (up to 12 per cent of the original quota in the case
of Japanese cars; 100 per cent for EC member States). From 1 January 1988,
all imports from other EC States will be admitted freely while a total quota
of 20,000 units per annum will apply to all other third country passenger
car suppliers. Within this ceiling, 10,000 units will be allocated to those
foreign companies engaged in furthering Portugal's economic policies while,
of the remaining 10,000, 9,700 cars will be allocated to those countries who
have already exported to Portugal (namely Japanese companies), the remaining
300 cars are for allocation to newcomers to the market. (In 1987, Japanese
car exports to Portugal totalled approximately 10,000 units; around
9 per cent of the market.)

139. EEC(Spain): Until Spain's accession to the European Community, on
1 January 1986, Japanese car imports were effectively banned. Since then a
global import quota system has been put into operation by the Spanish
authorities. Under the new global quota, direct imports from countries
other than EC Member countries were limited, in 1987, to 1,000 passenger
cars and 200 commercial vehicles. Although there are no restrictions on
shipments from other EEC countries to Spain where such exports originate in
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Japan, Spain has been granted periodic authorizations under Article 115 of
the Treaty of Rome to deny Community treatment to such cars (see also
L/6289, paragraph 78).

140. By a Decision dated 15 February 1988, the Commission has authorized
Spain not to apply Community treatment to motor vehicles falling within CCCN
codes 8702, 8703 and 8704, originating in Japan and in free circulation in
other member States until 31 October 1988.

141. For EC Commission decisions with respect to State-owned motor vehicle
manufacturer subsidies in France (Renault) and the UK (Rover) see
Section VI, paragraphs 406 and 414.

142. Japan/Canada/United Kingdom: According to report in November 1987,
Japanese passenger car shipments to Canada will no longer be subject to a
monitoring system as had previously been agreed to under the 1986
"Understanding" which governed Japanese car exports to Canada (see also
L/5915 paragraph 60). On the other hand, the UK and Japanese motor vehicle
associations agreed to extend their understanding on the limitation of
Japanese auto sales.

143. Japan(MITI): According to reports in the Japanese economic press
in February, the Japanese Ministry of Trade and Industry (MITI) has decided
to continue to monitor car exports to the EEC up to the completion of the
internal market in 1992. The EEC has been warning Japan not to divert cars
to the EEC market that it is unable to sell in the United States due to the
rising value of the yen. MITI has responded by asking constructors to limit
their export growth to between 10 to 15 per cent. The MITI started to
control Japanese car exports in 1986, by checking at the end of each month
that a car manufacturer's exports remain below that of a year previously.
If they overshoot the mark, they are asked to redress the balance the
following month. EEC car manufacturers have been demanding import
restrictions unless EEC car firms gain better access to the Japanese market.

144. Japan/United States: In a statement released in Tokyo by the Trade
Minister on 29 January 1988, Japan said that it would retain its unilateral
limit on shipments. Exports of Japanese cars to the United States, in
Financial Year 1987, remained below the existing 2.3 million unit ceiling
(see also L/6205, paragraph 114) registering 2,214,000 units.

145. According to the above announcement, Japan's exports of passenger cars
to the United States since the beginning of fiscal year 1987 have shown a
reduction compared with those of the preceding period, reflecting a drop in
sales to a shrinking of the US market due to successive dollar price raises
resulting from the appreciation of the yen and other factors. Looking to
the market for Japanese car exports to the United States in 1988, the
announcement noted that, "the current decline in exports of passenger cars
to the United States is, at this point, highly expected to continue in
fiscal 1988 as in fiscal year 1987. In this light, MITI is of the view that
market forces should be allowed to function in trade, and that this
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principle should also be applied to the trade of automobiles". MITI also
said that it would continue to "carefully examine whether the decline in
exports ... becomes an established trend", adding, "Until such confirmation
is made, MITI will continue to ask individual automobile manufacturers to
conduct their exports in a prudent manner, in light of developments in the
United States automobile market and keeping them within the same limit -
2.3 million units - which had been fixed for fiscal 1987".

146. Republic of Korea: Included in the reductions Korea announced at the
end of February - as part of its market-opening programme - were tariff
reductions on cars to 30 per cent from 50 per cent (see also L/6205,
paragraph 117). The liberalization measure did not include such other
elements as defence tax, consumption tax, defence tax on consumption tax,
dealer acquisition tax, customer acquisition tax, customs clearance fee,
etc. nor the "import diversification list" (which virtually denies Japanese
cars access to the market) all of which affect foreign car sales in Korea.

147. New Zealand; According to an offical announcement made on
16 December 1987, the New Zealand Government has decided, following a
review of the Motor Vehicle Industry Plan, on a package of measures designed
to induce greater economic efficiency overall while reducing costs:

- With effect from 1 January 1989, all motor vehicle products not
already exempt, except tyres and car radios, will become exempt
from import control. Exemption of tyres for use in the assembly
of motor vehicles will apply from 1 April 1989, the date on which
tyres for sale on the domestic market become exempt under the
Tyre Industry Development Plan. Car radios will be exempt from
import licence immediately.

- Existing tariffs on automotive products are to be phased down.
The Customs Tariff already provides for reductions in the Normal
rate of duty on CKD packs in 1988 and again in 1989. From
1 January 1990 the normal rate will be reduced to zero. On
built-up vehicles the normal rates of duty are to be reduced as
follows:

Present 1.1.89 1.1.90
z Z z

Cars and other vehicles up 55 45 35
to 3500 kg GVW

Commercial vehicles:
3501-10,500 kg GVW 30 25 20
over 10,500 kg GVW 30 15 Free

Special purpose vehicle, 30 25 20

25 20Omnibuses 30
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- The future of the preferential rates presently applicable to Australia
and the United Kingdom are to be the subject of consultations with the
government of those countries.

- The Normal tariff rates on nominated components for use in the
assembly of motor vehicles are to be aligned, effective from
1 January 1989, with the rates applicable to built-up vehicles.
In the case of those nominated components which are identical to
all vehicle classes (as defined in CKD Determinations), the rate
will be that applicable to cars and other vehicles not exceeding
3500 kg GVW. For motor vehicle spare parts and accessories of
types manufactured or reconditioned locally, the normal rates of
duty which at present, are 45, 40, 35.30 and 25 per cent,
respectively, will be reduced to 20 per cent each by
1 January 1992.

- From 1 January 1993 the standard tariff reduction programme will
apply to these goods. Those automotive products already
subjected to rate reductions under the standard tariff programme
(gaskets, shell bearings and bushings, oil and fuel filters) will
remain within that programme for further rate reductions.

148. United States: On 11 December 1987, the Office of the US Trade
Representative stated that the import rate of duty on heavy motorcycles
that was scheduled to terminate on 16 April 1988 had been terminated on
19 October 1987 (L/5493/Add.17). Previously, on 1 April 1983, following a
finding of threat of serious injury from increased imports, the
United States decided to provide five years of temporary relief from imports
for the US heavyweight motorcycle industry. The relief, provided in the
form of a five year, depressive, tariff rate-quota on heavyweight
motorcycles having engines with a total piston displacement over 700 cubic
centimetres enabled the sole company in question to survive whose production
continues to be small.

149. United States(ITC): All-terrain vehicles (ATVs) from Japan are the
focus of the latest dumping investigation to be initiated by the
International Trade Commission. The ATVs under investigation are motor
vehicles with engine cylinder displacement of 1,000 cubic centimetres or
less, have three or four wheels, weigh less than 600 pounds, and are
non-amphibious. The ITC's preliminary injury ruling in the case was
expected to be released by the end of March 1988. According to report, the
US Motor Vehicle Manufacturers Association has submitted a report to the
Secretary of Commerce alleging Japanese dumping of compact pickup trucks.

150. United States/Canada: On 10 March 1988, charging that Canada's
practice of affording foreign auto manufacturers with Canadian plants
duty-free treatment constitutes an unfair subsidy, the Governor of the State
of Michigan announced his intention to file an unfair trade practices
complaint against Canada with the USTR's Office under Section 301 of the
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Trade Act of 1974. The Canadian production-based duty remission programme -
a programme that affords duty discounts to foreign manufacturers that
produce automobiles in Canada - allegedly threatens current and future
employment, particularly those of automobile parts manufacturers.
Reportedly, the complaint will be made in spite of provisions in the
US-Canada free trade agreement (FTA) that would phase out such programmes by
January 1996. The FTA would also eliminate, immediately, Canada's
export-based duty remission scheme, which affords duty discounts to foreign
manufacturers that add value to imported automobiles in Canada before export
(the agreement does not, however, reopen the US-Canada North American
Automotive Agreement of 1965). Automotive trade accounts for roughly
one-third of all trade between the United States and Canada.

151. United States/Japan: Questions continued to be raised in Congress
with respect to Japan's US sales of "multi-purpose" vehicles together with
allegations that Japan has circumvented its subsidiary 1987 export quota for
112,000 vans. It is maintained that Japanese manufacturers ship jeep-like
cars without rear seats and install the seats once the vehicles arrive in
the United States, thereby avoiding the quota. As a result, it has been
estimated that some 200,000 such units will have entered the United States
in 1987 in the guise of trucks - or, 2.6 times as many multi-purpose
vehicles as are allowed for under the agreement (see also L/6289,
paragraph 83). Japanese companies argue, on the contrary, that as "trucks"
are subject to a much higher US tariff than for passenger cars there is no
commercial reason for them to engage in such practices.

(v) Electronics

152. In the electronics sector trade liberalization measures introduced
during the period under review have been counterbalanced by new
restrictions. Positive actions included a temporary suspension of customs
duties on certain electronic products in the EEC, and a proposed change in
Brazil's informatics laws which caused the US to postpone its decision to
retaliate.

153. Policy measures with a potentially restrictive effect on trade in
electronic products included: the extension by the EEC of the surveillance
of imports of video tape recorders from the Republic of Korea and of a
broader range of electronic products from Japan; attempts in the
United States to reclassify computer sub-systems as dutiable imports under
the new Harmonized Commodity Dscription and Coding System; and India's
surcharge on all technology imports (including electronics).

154. The US/Japan Semi-Conductor Agreement continued to cause trouble both
between the two parties and for affected third countries. The
United States' government had retaliated against Japan on the grounds that
it had not taken action to prevent dumping nor to provide the United States
with adequate access to the Japanese market. During the period covered by
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this report, the United States suspended some of the sanctions which it had
imposed because it was satisfied on the first of these points. But other
importing countries used this as evidence that Japan was restricting exports
of semi-conductors to their markets contrary to the rules of the GATT. In a
major development at the end of the period, a GATT panel set up at the
request of the EEC relating to effects on third countries of measures taken
by Japan to implement the Agreement ruled that measures taken by Japan to
prevent dumping in third markets were not consistent with GATT rules on
dumping. All told there are some 19 voluntary export restraint arrangements
including industry-to-industry agreements operational in this sector.

155. The issues raised by the operation of so called "screwdriver' assembly
plants (mainly subsidiaries of Japanese and Korean firms abroad) as well as
the efforts of the EEC and the United States to deal with them using
anti-dumping measures constituted a source of serious tension in the
electronics sector.

156. Japanese firms accused of dumping consumer electronic products have
attempted to avoid anti-dumping action by establishing assembly plants in
their main markets. In June 1987 the European Community adopted a new
regulation which authorizes the imposition of any anti-dumping duties on
products assembled in the Community. Concern has been expressed in some
quarters as to whether the concept of anti-dumping is sufficiently elastic
to permit the sort of action contemplated in this regulation. In March 1988
the EEC Commission proposed the levying of such duties on certain electronic
typewriters and weighing machines. This is the first occasion on which the
new regulation has been used; it has been the subject of a formal protest
by Japan.

157. China: China's total electronics output last year is put at
40 billion yuan (US$1 billion). According to press reports, China, which
has become the world's largest producer of black and white television sets,
has adopted new guidelines for its rapidly developing electronics industry
with the aim both of capturing a larger slice of the international market
and forging closer ties with foreign producers. The new objectives are:

- Focus on importing software, management expertise, key equipment
and components for domestic production, instead of buying
complete production lines and parts in bulk.

- Stress exports of components and consumer products with a view to
penetrating markets in North America and Western Europe.

- Promote links with domestic, civilian, government and business
entities to pool resources.

- Create special industrial bases in western China for production
of micro-electronics, computers, programme-controlled
switchboards, video recorders, digital television and colour
television tubes.
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158. EEC: In October 1987, the EEC's Council of Ministers extended the
copyright protection granted to EEC semi-conductor producers to the
United States and certain United Kingdom dependencies (protection is granted
under the EEC Directive of December 1986). EEC membe. States were given a
deadline of 7 November 1987 to incorporate the EEC Directive into their
national legislation, which was also the expiry date -or temporary
legislation granting similar rights to EEC producers operating in the
United States. On this date, the United States Government signed a new law
granting, in principle, similar rights to non-American producers until
1 July 1991 (see Section VIII, paragraph 504).

159. EC Council Regulation No. 3734/87 of 8 December 1987 temporarily
suspended the autonomous Common Customs Tariff duty on certain industrial
products including a wide range of electronic products. The Regulation
entered into force on 1 January 1988 and applies to the end of March 1988 or
to the end of June 1988, depending on the product.

160. In December 1987, the European Community extended for a further six
months surveillance measures on imports of certain lap-top computers, hand
power tools and colour television sets originating in Japan. Import
surveillance licenses will continue to be required.

161. EEC/Republic of Korea: On 23 December 1987, the Commission extended
for a further year, until 31 December 1988, its surveillance of imports of
video tape recorders originating in the Republic of Korea. Korean exports
to the Community increased from about 630,000 units to more than 1.5 million
units in 1987. In addition, the European Electronic Component
Manufacturers' Association has requested that Korean companies should
implement a drastic reduction (until 1990) of colour television braun tubes
to the EEC (for details, see Section VII, paragraph 463).

162. EEC(Spain/France): By a Decision dated 2 February 1988 pursuant to
Article 115 of the Treaty of Rome, the Commission allowed Spain to bar,
until 31 October 1988, imports of video cassette recorders originating in
Japan and the Republic of Korea, which are being channelled on to its
domestic market through other EC member States. The Commission said that
these indirect imports were aggravating the problems of Spain's domestic
video industry, which saw its market share fall to 15.7 per cent in 1987,
from 26.6 per cent in 1985. In a similar action, France has been authorized
to restrict Japanese colour television imports from other EC member States
until 30 June 1988 (the ban will not affect television sets imported
directly from Japan which are already limited by a quota of 84,000 sets a
year).

163. EEC(CEFIC): In December 1987, on the basis of a complaint from the
European Council of Chemical Manufacturers' Federations (CEFIC), the
European Commission decided to launch an anti-dumping enquiry into imports
into the EEC of tapes for use in video cassettes produced in Hong Kong and
the Republic of Korea. CEFIC alleges that the phenomenal rise in the volume
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of cut-price imported tapes from these two suppliers and a doubling, between
1983 and 1986, of their combined market share, is forcing prices down to a
level where Community producers can no longer compete and still cover their
costs. They also allege that the price of exports to the Crmmunity are
substantially below prices charged on the domestic market. CEFIC's
complaint applies to imports of blank video cassette tape supplied either
mounted in cassettes, or ready for assembly as ready-slit coated reels or as
large un-slit coated reels and falling within sub-heading ex 92.12 of the
Common Customs Tariff. Korean exports of video tapes to the EEC more than
doubled in unit terms between 1986 and 1987 reaching about 35 million units.

164. EEC/Japan: On 7 March 1988, the EEC Commission proposed anti-dumping
duties against five Japanese companies under its new legislation aimed at
thwarting "screwdriver" assembly plants. This is the first time that the
Commission has recommended the levying of anti-dumping duties under the EEC
regulation adopted in June 1987 (see L/6205, paragraphs 343-345). The case
involves four electronic-typewriter makers and one maker of electronic
weighing scales. The Commission said the companies had circumvented
anti-dumping duties imposed in 1985 by assembling products in Britain and
France using low-priced parts imported from Japan. For the typewriters, the
duties range from about 22 ECUs (approximately US$27) to 56 ECUs
(approximately US$68) a machine: that for scales amounts to nearly 66 ECUs
per machine. The proposed duties were adopted by the member States in early
April (see L/6289 paragraph 88).

165. The Japanese Government has said that the decision is in contravention
of GATT's anti-dumping rules because it was taken without first
investigating whether or not the components in question were being dumped or
whether their importation had really caused injury to EEC producers. Japan
requested a special meeting of the Committee on Anti-Dumping Practices to
review the matter and examine the consistency of the new EC Regulation with
the provisions of the GATT and the Code.

166. India: In December 1987, India introduced a 5 per cent charge on
technology imports, including electronic products.

167. Japan: In February 1988, the Ministry of International Trade and
Industry (MITI' requested, according to press reports, that Japanese
exporters of consumer electronics immediately increase their export prices
to the EEC and the US markets. The companies concerned allegedly did not
allow their foreign prices to fully reflect the change in the exchange rate
of the yen.

168. Singapore: In January 1988, Singapore introduced a new copyright
legislation designed to halt product piracy in areas such as electronics,
computer programming and video and music cassettes. The US Trade
Representative praised the new legislation as setting an example for similar
copyright regulations in other countries.
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169. United States: The US Customs Service established that certain
digital processing units are properly classified in the Tariff Schedules of
the United States (TSUS) as unfinished computers, rather than as computer
parts. Up until then, some such products were imported as parts (eligible
for duty free entry, on an autonomous basis), whereas others entered as
unfinished computers, subject to a duty of 3.7 per cent. Under the
Harmonized System, the US Administration is proposing to suspend, on an
autonomous basis, the duty on digital processing units. The US
Administration also clarified the eligibility of certain sub-assemblies
(disk drives, printers, etc.) for autonomous duty-free entry under the
Harmonized System to track more closely the treatment under the existing
TSUS for computer parts (see also L/6289 paragraph 103).

170. US/Brazil: During the period further developments took place with
respect to the long-running US/Brazil quarrel over trade in "informatics"
(computers, software, and other electronics), which came to a head in
August 1987 when Brazil rejected a request by a US computer software
producer for permission to sell programmes or personal computers. The
rejection was based on a three-year-old law that bans foreign companies from
Brazil's computer market when the product has an equivalent manufactured by
Brazilian companies (see L/6205 paragraph 136).

171. On 13 November 1987, the US President announced that the United States
would retaliate against a broad range of Brazilian exports unless the
decisions were reconsidered. The retaliations would be in the form of
100 per cent ad valorem tariffs on imports of such Brazilian products as
automobiles, airplanes, shoes, furniture and pottery. Trade coverage of the
tariffs is about US$700 million and the estimated tariff revenue in the
range of US$105 million. The US President has twice postponed imposing
sanctions since an unfair trade complaint was filed with the Administration
in September 1985. On 26 November 1987, Brazil has protested and requested
consultations with the United States under Article XXIII:1 of the General
Agreement (L/6274).

172. Subsequently, following proposed Brazilian regulations to liberalize
its informatics laws, the US Trade Representative announced that the US
decision on whether to carry out its retaliation would be postponed at least
until 19 April, when the new Brazilian software law is scheduled to go into
effect.

173. In December 1987, the President rejected the U.S. International Trade
Commission's finding that certain dynamic random access memories (DRAMs),
produced by Samsung Co. Ltd., of the Republic of Korea, should be subject to
a limited exclusion order under Section 337 of the US Tariff Act of 1930.
The ITC decision would have required all importers of computers and
machinery that contain DRAMs to determine the type and source of the DRAMs
in the machines. It would also necessitate a certification of compliance
for each import of the products in question. In disapproving the ITC
exclusion order, the President stated that its effect on US firms and trade
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would extend far beyond the importers of products infringing Section 337.
The President emphasized that his decision did not mean that the patent
owner was not entitled to a remedy - in the event that the licensing
agreement should become inoperative - and proposed instead a modified
exclusion order covering a narrower range of products.

174. The President of the United States extended the Commerce Department's
authority to provide foreign manufacturers with interim copyright protection
of semi-conductor chips until July 1991. Section 914 of the Semi-Conductor
Chip Protection Act (SCPA) permits the Secretary of Commerce to issue
interim orders of protection (under the Act) to nationals of foreign nations
if the Secretary finds: (i) that the foreign nation is making good faith
efforts nrd reasonable progress towards enacting legislation similar to the
SCPA; (Al that citizens of the foreign country are not engaged in
misappropriation, or unauthorized distribution or commercial exploitation of
mask works; and (iii) that issuing an interim order of protection would
promote international comity with respect to the intellectual property
protection of mask works.

175. The US Congress included in the Department of Defense Authorization
Bill a US$100 million grant to SEMATECH for two years to conduct research
and development on advanced semi-conductor manufacturing techniques.
SEMATECH - a research consortium will focus on the development of modern
techniques for semi-conductor production in order to increase the
competitiveness of the products produced by its member companies and is
expected to conclude its research programme by 1993 (see also Section VI
paragraph 427). The European Community and the governments of F.R. Germany,
France, the United Kingdom, and Japan, are among the major producers which
have also undertaken major government-funded projects in micro-electronics;
State support for the electronic industry is also important among such
developing country producers as Brazil and the Republic of Korea.

176. On 11 November 1987, the US President suspended US$84 million worth in
sanctions placed on Japanese products in April last year in retaliation for
alleged non-compliance with the Arrangement between Japan and the
United States concerning trade in semi-conductor products. In a written
statement announcing the partial end to the higher tariffs (imposed
previously in retaliation for Japan's failure to abide by the terms of the
US-Japan accord on semi-conductor trade), the President said "because the
most recent review of the data shows that third-country dumping has ceased
for both DRAMS (dynamic random access memory semi-conductors) and EPROMs
(erasable, programmable read-only memories) - the two semi-conductor
products covered under the agreement - I am directing an additional
suspension of sanctions amounting to US$84 million." Last June (see L/6289
paragraph 100), the President had ordered a partial lifting of sanctions -
$51 million - for improvements on the dumping front. However, according to
the statement, "the remaining US$165 million in sanctions will remain in
effect because of the lack of sufficient progress to date on access to the
Japanese market for foreign-based semi-conductor makers. (The remaining
sanctions affect imports from Japan of other computer products, including
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lap-top computers and high-performance desk-top computers, and imports of
electro-pneumatic hammers.)

177. Measures taken by Japan in pursuance of the controversial US/Japan
agreement have been the subject of a GATT panel investigation following on
from a complaint made by the EEC (see L/6087 paragraph 90). In March 1988,
the Panel found that the measures taken by the Japanese Government in order
t.o maintain high chip prices in the US as well as third-country markets
violated the rules of the GATT. The ruling was to be considered by the GATT
Council at its meeting on May 4 (L/6309). Since then, MITI entered into
consultations with the US and the EEC with the aim of finding a solution
which would reconcile the provisions of the bilateral agreement with those
of the GATT. Since late-1987, a severe shortage of memory chips together
with increased demand has sharply pushed up spot prices both in the US and
Western Europe - far above MITI's guidelines - although volume contract
prices remained virtually unchanged in Japan.

178. United States/Japan: According to wide report, the US Administration
has ifnormally proposed to the Japanese Government that it should work with
64 Japanese firms using US semi-conductors in their manufacturing in order
to set specified levels of import in the next two years. According to an
explanatory proposal entitled "Initiative to Improve Market Access and
Establish Long-Term Relationships - United States Semi-Conductor
Arrangement" and presented in early January, the Ministry of International
Trade and Industry (MITI) should "consult" with each of the 64 companies
twice in each of the next two years to determine an "expected" level of
imports. The latter plus ten other proposed measures would, reportedly,
ensure that United States and foreign chipmakers gain access to the Japanese
companies that use chips in the manufacturing of automobiles and consumer
electronics.

179. Subsequently, on 28 March, the US Semi-Conductor Indus'ry Association
(SIA) and the Electronic Industry Association of Japan issued a press
statement announcing that the two associations had "agreed to a series of
steps to foster industrial co-operation on semi-conductor issues and to
facilitate access to the Japanese semi-conductor market for foreign
producers" (for details see Section VII, paragraph 461).

180. United States/Japan: On 9 December 1987, the US International Trade
Commission (USITC) determined, by a vote of 3-2 that it would not modify its
existing anti-dumping order on imports of television receivers from Japan.
A request had been made to exclude television receivers with liquid crystal
display screens from the order, which was originally imposed 16 years ago.
The petitioners argued that these sets should be excluded because they had
been on the market for only a few years and they were not produced in the
United States. The USITC's supporting majority opinion stated that the
petitioners had not demonstrated that LCD television receivers were
sufficiently different from the other types of television receivers to
warrant their exclusion from the outstanding anti-dumping order.
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181. United States(Dept. of Commerce)/Japan: For details of developments
regarding the possibility of US imports of new Japanese digital audio tape
recorders see Section IX, paragraph 586.

(vi) Footwear

182. During the period under review there were renewed pressures for
protection in certain member States of the Community (France, Italy and the
United Kingdom). Emergency action was taken against imports into Italy and
the Republic of Korea subsequently accepted a voluntary export restraint
agreement limiting its shipments of footwear to Italy for three years until
the end of 1990. In the previous reporting period, Taiwan unilaterally
decided to hold export deliveries in 1987 to the levels attained in 1986,
while China auto-limited exports of slippers and sandals to France until the
end of 1987. All told, fourteen restraint arrangements of various sorts are
in operation with respect to the EEC, Canadian and US markets; the Republic
of Korea (6) and Taiwan (4) are the main suppliers accepting
auto-limitation. Proposed legislation in the US Congress providing for a
freeze in non-rubber footwear imports at the 1986 level, with minimal growth
thereafter, is still before the US Congress (see L/6205, paragraph 152).

183. Australia/New Zealand: Accelerated reciprocal access arrangements
came into effect on 1 January 1988 in accordance with the
Australia/New Zealand Closer Economic Relations Trade Agreement. The new
arrangements will lead to free trade between the two countries in footwear,
footwear parts and leather from 1 March 1990. The additional exclusive
access is being made available by tender on an annual basis and has been
allocated across the tariff quota (Australia) and import licence
(New Zealand) categories on the basis of trade patterns by footwear type in
1986.

184. EEC(France): An investigation into imports of footwear into France
from the Republic of Korea and Taiwan was launched in October 1987 by the
European Commission. French authorities claimed that increased imports from
both countries will have serious consequences for French industry if
unchecked and asked the Community to take protective measures on France's
behalf. The Commission had already ordered an investigation into imports of
Korean and Taiwanese shoes into Italy on similar grounds. According to the
Commission, shoe imports into France from Korea rose from 8.7 million pairs
in 1984 to 11.4 million in 1986 and to 14.4 million pairs in the first seven
months of 1987; a jump from 3 per cent to 7.4 per cent in Korea's market
share. Similarly, Taiwan has succeeded in increasing its exports to Italy
from 5.5 million pairs in 1984 to 11.7 million in 1986 and 11 million in the
first seven months of 1987. However, as the Commission did not consider
that the situation justified the immediate adoption of Community safeguard
measures, all those concerned were invited to make their views known to the
Commission in writing before 11 November 1987 when they would be assessed.
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185. The Commission has authorized France not to apply Community treatment
to footwear, originating in Taiwan and in free circulation in the other
member States, from 28 March until 31 July 1988.

186. EEC(Italy): Preliminary results of the investigation initiated by the
EEC following Italy's earlier request to limit footwear imports from the
Republic of Korea and Taiwan (See L/6289, paragraph 109) show that the
market share of Korean imports rose from 5.5 per cent in 1984 to 12.7
per cent in 1987 and those from Taiwan, from 3.6 per cent in 1984 to
10.8 per cent in 1987. The Commission noted, moreover, that the resale
price on the Italian market of certain types of shoes imported from these
countries was about 70 per cent below prices - set by Italian producers -
for Korean shoes and 76 per cent for Taiwanese shoes. Accordingly, the
Commission agreed to an emergency measure whereby imports into Italy from
Korea and Taiwan would be limited for two years from 1 March 1988 to
30 June 1990. Under these measures, imports are allowed only upon
presentation of an import licence and the quantitative limits are as follows
(in million pairs): Taiwan (7230 for 10 months of 1988; 10,290, in 1989;
and 5,402 for six months of 1990) and the Republic of Korea (9,300 for 10
months of 1988; 13,230, in 1989; and 6,946, for six months of 1990.
Subsequently, Korea agreed to voluntarily limit its footwear exports to
Italy (see paragraph 189 following; see also Section VII, paragraph 464.)

187. EEC(United Kingdom)/Taiwan: According to an industry report of
1 March 1988, the British Footwear Manufacturers' Federation has made formal
representations to the United Kingdom Government to ask for imports from
Taiwan to be restrained. Reportedly, no official enquiry has been made for
the moment into the allegation that Taiwanese imports have disrupted the
domestic industry; the industry, however, is currently discussing the
renewal of previously existing arrangements on footwear with the Republic of
Korea. In addition, restraints on leather footwear from certain East
European countries (Czechoslovakia, Poland and Romania) have already been
negotiated on the UK's behalf by the EC Commission.

188. EEC/State-trading countries/China: On 23 December 1987, the EC.
Commission extended, for a further year, until 31 December 1988, its
legislation permitting retrospective control of imports of footwear into the
Community from State-trading countries and China.

189. Republic of Korea/EEC(Italy): According to an announcement by the
Trade and Industry Ministry on 16 February 1988, the Republic of Korea has
agreed voluntarily to reduce and limit its exports of footwear to Italy
until 1990. Under the agreed restraint, Korea will ship no more than
12.6 million pairs of footwear to Italy this year; a provision in the
agreement allows for a growth rate of 5 per cent per annum thereafter until
June 1990. Last year, Korea shipped 15.1 million pairs of footwear to
Italy, according to Korea's Footwear Exporters Association. Last August
Italy had demanded that the EC adopt a joint curb against Korean footwear,
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claiming that growing footwear shipments from the Republic of Korea had hurt
the Italian shoe industry (see L/6289, paragraph 109).

(vii) Textiles

190. A wide variety of actions affecting trade in textiles were taken
during the last six months. Australia and New Zealand liberalized mutual
access arrangements for clothing, Canada announced a new programme of tariff
measures, the EC Commission proposed a more flexible application of its GSP
textile scheme, while Japan, in posting its first ever deficit on textiles
trade, came under pressure for protection by the domestic industry against
certain Asian suppliers. A large number of suppliers (mainly South
American) have agreed to renew their consultation arrangements on textiles
and clothing with the EEC and new surveillance arrangements have been agreed
to with Egypt and Turkey. In addition, the United States concluded its
negotiating programme of lower import growth rates with its five major
developing country suppliers and announced a first-ever agreement with the
Soviet Union.

191. At present there are 39 participants in the MFA IV as compared to 43
at the end of MFA III, counting the EEC as one. Appendix 1V to this report
notes all the notifications reviewed by the Textiles Surveillance Body
during the reporting period; an Annex to the Appendix tabulates all
bilateral agreements, whether new, modified or extended, that have been
concluded under the last Protocol of Extension of the MFA of July 1986. A
column shows, for each agreement, the number of items under restraint, but
it should be noted that these figures are not strictly comparable neither
between countries nor between agreements. This is not only because there is
no uniformity in importing country categorization schemes but also because,
depending on the individual supply country, restraint categories may be
broad or narrow, merged or sub-divided, or subject to fibre distinction.

192. Australia/New Zealand: Reciprocal liberalized access arrangements for
clothing came into effect on 1 January 1988 in accordance with the
provisions of the Australia/New Zealand Closer Economic Relations Agreement
(CER). the arrangements will lead to free trade in clothing by 1995 at the
latest although earlier free trade may be achieved as a result of the 1988
review of the CER Agreement (see paragraph 183). The exclusive access
available under these arrangements is being allocated by tender on an annual
basis and has been distributed across tariff quota (Australia) and import
licence (New Zealand) categories taking into account 1986 trade levels in
each category as well as a minimum access component to provide for trade
development in areas of future potential (see also L/6205, paragraph 38).

193. Canada: The Canadian Government announced on 22 March 1988 a
three-part programme of tariff relief measures designed to strengthen the
competitive positions of the Canadian textile and apparel industries in the
domestic market. The programme includes immediate tariff reductions on
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specialty fabrics, new duty remission programmes and a plan to reduce
textile tariffs in the future to levels comparable with those in other
industrial countries. The main points are as follows:

A. Duty Elimination:

- Commencing in September 1988, the customs duty will be removed
for an indefinite period on a number of broadwoven specialty
fabrics not made in Canada. The tariff elimination will cover
importations for use by the apparel industry from all foreign
suppliers.

- Commencing on 1 January 1988, duties on a number of specialty
apparel fabrics from the United States that are not made in
Canada will be eliminated. The duty on these fabrics when
imported from non-US sources will be reduced by 50 per cent.

- Commencing on 1 January 1988, the duty on certain fabrics and
yarns used by the apparel industry and not made in Canada will be
removed on imports from the US. This duty removal includes:
corduroy; textured nylon yarn, 56 decitex or finer, for hosiery;
leno woven fabric containing 50 per cent or more by weight of
cotton: woven fabric containing 85 per cent or more by weight of
camel hair, certain fabric of cotton-wool blended yarns for
shirts and blouses; the US value-added on Canadian knitted
fabric of nylon and elastomeric yarn exported to the US for
printing and returned to Canada for manufacturing swimwear, etc.

B. Duty Remission:

New Duty Remission Programmes (as from 1 January 1988)

- denim fabrics: denim fabric producers will be able to import
denim fabric duty free from the US in an amount of up to
20 per cent of their domestic production. As well, denim apparel
manufacturers will be allowed to import US denim fabric duty free
subject to domestic sourcing requirements. Canada will also
accelerate tariff reductions on denim under the Free Trade
Agreement so that in the fifth year of the transition period the
Canadian denim tariff will be reduced to US levels. (Canada's
denim tariff is currently 17.5 per cent on denim made from cotton
and 25 per cent on other denim. It will be reduced over the next
five years to 3.5 per cent on denim made from cotton and to
3.8 per cent on other denim fabric).

- fabric for converters: dyers and finishers of greige apparel
fabrics will be able to import an amount of fabric, duty free, up
to 30 per cent of their Canadian value-added.
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outerwear and outerwear fabrics: outerwear manufacturers will be
able to import, duty free, an amount up to 15 per cent of their
domestic production of outerwear made from synthetic and cotton
fabrics. The level of benefits will be contingent on the degree
of domestic sourcing of fabrics. In addition, manufacturers of
synthetic and cotton fabrics for the outerwear sector will be
able to import fabrics for outerwear production duty free in an
amount up to 30 per cent of a firm's domestic production of such
fabrics.

- girls' and ladies' shirts and blouses: girls' and ladies' shirt
and blouse manufacturers will be able to import an amount up to
20 per cent of their production of blouses duty free to
complement domestically made lines. The level of benefits will
be contingent on certain conditions regarding sourcing of fabrics
in their operations. Benefits will also be extended to
manufacturers of ladies' co-ordinate who will be able to import
shirts and blouses in an amount up to 10 per cent of their
production duty free.

- In addition to the new duty remission programmes being
introduced, the remission programme for tailored collar shirts
introduced in 1988, and the remission order and drawback
regulations on shirting fabrics in existence for nearly 20 years
are being extended as of 1 January 1989, with minor modifications
to better reflect current market conditions.

C. Tariff Reduction Plan

- The Government also intends to take action to progressively
reduce Canada's textile tariffs to levels existing in other
countries. A new International Trade Tribunal will be charged
with studying the economic impact of textile tariffs on both
producers and users and make recommendations on the level and
pace of reductions. The Government intends to make the first
round of reductions on 1 July 1990.

194. Canada/South Africa: By notice to Importerc (serial no. 327), issued
on 21 December 1987, by the Canadian Department of External Affairs, imports
of worsted wool fabric and all clothing items included on the Import Control
List and originating in South Africa will, with effect from 1 January 1988
and ending 31 December 1991, or until further notice, be subjected to fixed
quota restrictions. The products affected by the decision are: tailored
collar shirts; blouses; other shirts; T-shirts and sweatshirts;
trousers; shorts; overalls and coveralls; all other apparel; and worsted
wool fabrics.

195. China: On 1 November 1987, Chinese authorities stated, in a
communication to the Chairman of the GATT Textiles Committee, that China was
interested in providing a member on the Textiles Surveillance Body - which



C/W/548
Page 56

could call for the first ever extension in the membership of the TSB. In
referring to paragraph 23 of the 1986 Protocol extending the MFA, which
reads: "Taking into account the important role of the Textiles Surveillance
Body and in view of the increased membership of the Arrangement, the
participants agreed to examine the possibility of an increase in the number
of members of the Textiles Surveillance Body", China proposed that, as from
January 1988, the membership of the TSB be increased from its current level.
of 8 (excluding the Chairman). Participating countries in the MFA agreed
that once consultations thereon have reached a conclusion, the matter would
be considered by the Textile Committee, the parent body.

196. On 19 November 1987, Costa Rica informed the Director-General of the
GATT of its wish to become a party to the Arrangement Regarding
International Trade in Textiles (MFA) and to the 1986 Protocol extending
that instrument. In accordance with the procedure previously agreed to (see
COM.TEX/2), Costa Rica's accession to the MFA became effective as of
14 March 1988.

197. EEC: By various Decisions taken during the reporting period, the EC
Commission has authorized Ireland not to apply Community treatment until
31 August 1988 to shirts, T-shirts, lightweight fine knit types of
turtle-necked jumpers and pullovers, undervests and the like, knitted or
crocheted, (of category 4), and parkas and anoraks, etc. (category 21)
originating in Hong Kong and in free circulation in the other member States,
as well as imports of shirts, blouses e.c (category 7) from India; imports
of men's and boys' underpants, etc, and womens, girls' and infant,'
knickers and briefs (category 13) from China until 30 November 1988.
Similarly, Italy may exclude cotton fabrics, and woven fabrics of cotton
(category 2) originating in China and woven fabrics of synthetic fibres
(category 3) from Pakistan until 31 August 1988, and woven fabrics of silk
from China until 31 December 1988; France may exclude gloves, and certain
socks and ankle socks (category 87) originating in China until
31 December 1988.

198. EEC/GSP: The proposed textiles regime within the GSP scheme for 1988
centres round a more flexible application of the added differentiation
principle. According the EC Commission, the basis for the difference in
treatment of suppliers is two-fold: the competitive situation on the EEC
market and the textile category in question. The Commission's aim is to
ensure a more equitable distribution of preferential advantages by reducing
that enjoyed by the major developing country exporters in favour of the
least-developed countries. As a result, the developing countries in the GSP
will, generally speaking, see the amount of their quotas increase by a rate
of one per cent of total EEC imports, regardless of the product category,
except for the "Group of Five" major exporters. For exporters from the
"Group of Five" and some othei-r, the re-assessment of the GSP quotas will be
calculated - in the light of their economic and trade situation - on the
less-favourable basis of 0.2 per cent of EEC imports. These exporters are
the Republic of Korea, Hong Kong, Macao, China and Romania. However, four
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exceptions are to be allowed for: where there is a dependence on certain
exports viz. cotton fabric and artisan activities (carpets) from India and
Pakistan, where there is a single or a limited number of export items
involving wool fabric from Uruguay, where it accounts for 90 per cent of
exports, e.g. wool yarn from Peru (80 per cent of exports). In these
specific cases, the basis for the calculations is to be 5 per cent of total
EEC imports.

199. As far as the subject of the Commission's management arrangements for
the GSP are concerned, the following was adopted:

(a) the application of the principle of exclusion from the customs
franchise privileges to products that exceed a 10 per cent share
of EEC imports;

(b) a moderation of the above principle fur developing countries
meeting three conditions: a weak per capita gross national
product, a dominant supplier of products covered by the
Multi-Fibre Arrangement (MFA) and a considerable dependence on
textile exports. Taking the aforegoing into account plus the
penetration threshold level and the product category's
sensitivity, then the following modifications would apply:

(i) between 10 and 15 per cent import penetration would mean
exclusion of products from Group 1 (the most sensitive
products on the Community market) of the GSP, a 50 per cent
reduction in the volume of duty-free quotas for products in
Group 2, and no change for Group 3.

(ii) more than 15 per cent would mean exclusion from the GSP for
products from MFA Groups 1, 2 and 3.

200. China and Macao are to benefit from the entire GSP regime but with the
additional advantage of the application of the criterion of 0.2 per cent to
products from Group 3 that exceed the threshold of 15 per cent, instead of
being the subject to the rule of exclusion. India is also to benefit from a
more flexible quota regime.

201. EEC(Comitextil): The principal EEC textile industry groups
(Comitextil and the Common Market Group of the European Association of
Clothing Industries) presented a memorandum to the Commission regarding the
goals they believe should be pursued by the Community with respect to
textiles in the Uruguay Round of negotiations. Four goals were identified:

- Creation of a specific status for developing countries which are
GATT members and particularly competitive. This would require
their adhering to the GATT Code on Subsidies as well as the close
examination of any requests for domestic protection of their
industries. Specific provisions should also govern state-trading
country exporters.
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- Global market access for textiles to be improved through the
consolidation of customs duties up to a m .ximum 20 per cent and
elimination of non-tariff obstacles to trade.

- Introduction and/or reinforcement of rules of competition as
defined in the Codes on Anti-Dumping and Subsidies and
Countervailing Duties, and, eventually, Counterfeit goods, should
such a Code materialize in the Uruguay Round negotiations.

- Tightening up of assessment conditions for additional protection
(e.g. selectiveness for products and goods, temporary
application, etc.).

In addition to these general provisions, the EC textile industries'
associations expressed the view that a multilateral system based on
quantitative regulation continued so remain necessary to govern textile
exports.

202. EEC(Portugal)/EFTA: The accession of Portugal to the European
Communities on 1 January 1986 necessitated the negotiation of transitional
measures and other adaptations to the agreements existing among the parties
concerned and based on Article XXIV of the General Agreement. In the case
of certain textile products originating in Portugal, it was agreed that a
temporary system of administrative co-operation, accompanied by a
consultation clause, would be established between the Community on the one
hand and Austria, Finland, Norway and Sweden cn the other. The system is
akin to that agreed between Portugal and the Community (10) and is
reportedly in accordance both with the Act of Accession (Protocol 17) and
the Free Trade Agreements between the EEC and the EFTA countries.

203. EEC/Bolivia, Chile, Costa Rica, Ecuador, Honduras, Iran, Nicaragua and
Venezuela: According to an official announcement, Bolivia, Chile,
Costa Rica, Ecuador, Honduras, Iran, Nicaragua and Venezuela all renewed at
the beginning of the year their agreements on their textiles and clothing
exports to the Community during 1988.

204. EEC/Bulgaria, Colombia, Guatemala, Haiti, Mexico, Yugoslavia: During
the period, the EEC notified, under Articles 7 and 8 of the MFA, a bilateral
textiles agreement it had concluded with Bulgaria - a non-participant in the
MFA. The agreement, which is subject to a twelve-month extension, runs from
1 January 1987 to 31 December 1990. Under the same Articles, the EEC
notified a bilateral textiles agreement with Yugoslavia. Consultation
arrangements - replacing previous restraint agreements - with Colombia and
Mexico both fur the period 1 January 1987 to 31 December 1991 were notified
under Articles 7 and 8 as they also provide for exchange of information and
administrative cooperation to avoid circumvention; that with Yugoslavia -
for the period 1 January 1987 to 31 December 1991 - was concluded as an
Additional Protocol to the existing Cooperation Agreement between the
parties. Shortly after the end of the reporting period, the EEC notified
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bilateral consultation agreements with Guatemala and Haiti for the five-year
period ending 31 December 1991, in each case.

205. EEC/China, Egypt, Malta, Turkey: In the light of trade flow changes
in certain textile products from third Mediterranean country suppliers and
China, the European Commission has decided to maintain the surveillance
régime on Maltese, Turkish and Egyptian imports and to set up an import
quota for cotton briefs and underpants from China for 1988. Beginning
1 January 1988, the EEC surveillance regime for imports of certain textile
products from Malta, Egypt, and Turkey - Mediterranean countries that
benefit from a preferential regime under bilateral agreements signed with
the Community - has been extended to 31 December 1988.

206. E2C/Egypt, Turkey: Textile arrangements with Egypt and Turkey were
finally approved on 22 February 1988 in Brussels by the EEC's Council of
Foreign Affairs Ministers. The arrangements concluded authorize the
following imports:

- Egypt: 29,500 tonnes of cotton yarn (cat. 1) in 1988 and
30,500 tonnes in 1989.

- Turkey: 90,000 tonnes of cotton yarn in 1988, 92,500 tonnes in
1989. For woven fabrics of cotton (cat. 2), 19,700 tonnes in
1988, 20,100 tonnes in 1989. For terry towelling, 2,975 tonnes
in 1988 and 3,125 tonnes in 1989.

207. The Commission has also been instructed to submit an in-depth report
on the state of the EEC textile industry so as to enable the EC Council to
conduct a "detailed debate' on the subject.

208. EEC/United States(AKZO/Du Pont dispute): A GATT dispute panel has
been set up to look into a United States ban on imports of the aramid fibre
"twaron", made by the Dutch synthetic fibre manufacturer "AKZO". The panel
will examine an EEC complaint that the move contradicts Article III of the
GATT, which provides that national legislation should not be used to favour
domestic products over imports. The decision to set up the panel was taken
by the GATT Council on 7 October 1987, following consultations within GATT
and between the EEC and the United States (see for background L/6198 and
L/6205, paragraph 166).

209. Previously, the US group Du Pont de Nemours had complained to the US
International Trade Commission (ITC) that twaron infringed its patent on its
own aramid fibre "kevlar". The ITC found against AKZO and banned imports of
its product into the United States (see L/6025, paragraph 130). AKZO
complained to the European Commission under the 1984 Commercial Policy
Instrument (Regulation 2641/84), which allows EEC industry to lodge a
complaint against illicit trade practices by third countries. The
Commission, while remaining neutral in the patents dispute, challenged the
US right to ban imports from AKZO under Section 337 of the 1930 US Tariff
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Act. (This allows the US Administration to ban products which are judged to
destroy, substantially injure, or prevent the establishment of domestic
industries.)

210. Japan's deficit of textile product imports (excluding raw materials)
over exports reached some US$:50 million in 1987 - the first time a negative
balance had been registered since MITI started keeping statistics on these
imports. Exports for the same year increased 0.4 per cent from a year
earlier, while imports jumped 49.9 per cent. Until the latter development,
Japan was one of the two advanced countries to have maintained a suiplus on
its textile trade.

211. According to Japanese trade journals, on a dollar basis, imports of
apparel have been growing at an annual rate of 62 per cent; the increase
from South-East Asia reflecting a widening disparity in labour costs, was
particularly marked in 1987. Japanese apparel makers are reportedly
reducing costs in order to compete, by engaging even more in "programmed
imports" i.e. sub-contracting sewing work to South-East Asian countries.

212. The Ministry of International Trade and Industry (MITI) has -
according to unconfirmed Japanese press reports - asked the textile
industry, currently facing a flood of textiles imports from certain Asian
suppliers, to refrain from filing anti-dumping suits or asking for curbs on
imports from these countries. The Japan Textile Federation on
21 January 1988 filed suit against several such suppliers for alleged
dumping and asked the Japanese government to invoke the relevant provisions
of the Multifibre Arrangement - which it has never done before (the Japanese
textile industry last filed suit, against Korean cotton yarn firms for
dumping, in 1982). In addition, MITI has reportedly asked China, the
Republic of Korea and certain other Asian suppliers "for cooperation as to
orderly export of "certain types of knitwear" because of their recent sharp
increases in shipments.

213. New Zealand: According to a statement made by the New Zealand
Minister for Trade and Industry on 10 February 1988, New Zealand will end
specific tariff rates on all imported textiles as of 1 July 1989 and,
instead, introduce ad valorem rates. The move is part of a plan to end
protection for New Zealand's textile industry and would be preceded by the
removal of tariffs as of 1 July 1988, on textile imports for which there are
no domestic equivalents. This will mean that from that date 12.7 of
New Zealand's 200 textile tariff items will be duty free.

214. Peru: By Supreme Decree No. 019-88-PCM of 23 February 1988, exports
of cotton, wool and alpaca garments were declared to be of priority national
interest and an export promotion system was introduced which will remain in
force until 31 December 1997. The measures are designed to boost the
garment industry's exports.

215. Singapore has introduced a new system of allocating textile quotas.
Under the auction programme, one-quarter of the textile quota is sold by
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tender. The remainder, as before, is allocated to manufacturers on the
basis of past export performance. A levy is imposed on the allocated quota
based on tender prices. This year's levy is 0.5 per cent of last year's
average export price for each category. The tender-and-levy system moves
Singapore some way toward the policy practised in Hong Kong: about
USS$30 million (US$13,5 million) was reportedly raised from a first auction.

216. Switzerland notified its regime for textile imports with respect to
arrangements governing imports of certain textile items from Bulgaria,
Czechoslovakia, GDR, Hungary, Poland, Romania and the Soviet Union for which
licences are only granted subject to certain minimum price requirements.
The Textiles Surveillance Body was of the opinion that in the event of
application of the above-mentioned price provision, due consideration should
be given to the fact that it may have the effect of nullifying the
objectives of the Arrangement in terms of Article 9:1, and every effort
should be made to ensure that such application would be in conformity with
the MFA.

217. United States: According to an announcement on 19 November 1987, tile
Committee for the Implementation of Textile Agreements, which operates the
US textile and apparel import restraint programme, unilaterally implemented
one-year limits under the consultation provisions of the MFA agreements in
question on previously uncontrolled imports from Hungary, Turkey and
Yugoslavia in order to prevent market disruption. If no agreement is
reached during consultations with the countries concerned, then the limits
on existing import levels will stay in place. The one-year limits were to
be as follows:

Hungary: wool skirt imports (category 442) limited from
2 October 1987; Turkey: men's and boys' cotton knit shirts
(category 338) from 29 September 1987; and, Yugoslavia: cotton
knit shirts (categories 338 and 339) limited from
29 September 1987.

Negotiated solutions were subsequently reached with Turkey and Yugoslavia.

218. At the end of January 1988, the Committee also imposed 11-month limits
on imports from India and Thailand. The restraints, placed in accordance
with the bilateral agreements of the US with those countries, are as
follows:

- India: Imports of duck fabric under item 219 held to
33,572,111 square yards between 28 January 1988 and
31 December 1988; imports of cotton yarn under items 300 and 301
held to 5,445,758 pounds from 28 January 1988 until
31 December 1988; and, Thailand: imports of silk-blend and
other vegetable fibre sweaters held to 199,106 dozen from
29 January 1988 until 31 December 1988.
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219. US/Panama: Shortly after the period ended, the US notified, under
Articles 7 and 8 of the MFA, an agreement it had concluded with Panama
covering wool and man-made fibre sweaters for the period April 1987 to
March 1990.

220. As the implementing legislation for the Harmonized System (HS) is
attached to the proposed omnibus trade bill, the United States
Administration has had to devise a temporary scheme to cover the period from
the 1 January 1988 deadline for making the HS operative (see also L/6289
paragraph 121). As far as textiles are concerned, the Administration has
stated that it will adopt an interim system of textile and apparel
categories based on the existing tariff schedule. The new system of quota
classification - which incorporates the category structure of the HS -
places limits on broad categories of imports rather than on specific
products. These transitional arrangements have been negotiated with the
major top suppliers to the US market under Memoranda of Understanding (MOUs)
pending formal agreements later. United States negotiators have signed MOUs
with Egypt, Hong Kong, Indonesia, Japan, Malaysia, the Philippines, the
Republic of Korea, Singapore, Taiwan and Thailand; most of the exporting
countries have protested the new category system saying that the system is
not "trade neutral"; this is not the view of the US Administration.

221. Throughout the period, protectionist legislative proposals still
before the US Congress remained in the main-stream of political concern both
domestically and for developing country suppliers (see for background L/6205
paragraph 150 to 153).

222. United States/China: The United States concluded negotiations with
China, its largest foreign textile supplier, whereby the growth of Chinese
textile imports will be limited to 3 per cent annually for the next four
years as from 1 January 1988. The si ing of the pact, concludes the effort
by the Administration to negotiate lower growth rates for the United States'
five largest foreign textile suppliers. The restraints on China are more
generous than the average one per cent growth limits imposed on Japan,
Taiwan, Korea and Hong Kong in the last 18 months. But the 3 per cent limit
still represents a significant decline from the 19 per cent annual import
increase that China had been enjoying under its former bilateral textiles
agreement. According to the US Trade Representative, the combined growth of
imports from the five countries will average no more than 1.5 per cent a
year. In addition, an automatic visa verification system (AVVS), was also
agreed to by both countries after US Customs officials discovered
counterfeit visas on Chinese textile shipments entering the United States.

223. United States/Mexico: Following United States/Mexican trade accords
on steel and alcoholic beverages in December 1987, a new four-year bilateral
textile agreement was signed with effect from 1 January 1988. The agreement
provides, in particular, for a 6 per cent average annual increase in Mexican
exports of textiles and apparel. In return, Mexico will import more
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finished textiles, lower trade barriers, and allow US producers to have
fabrics processed in Mexico without the imposition of re-export duties.

224. United States/Soviet Union: A first ever agreement limiting Soviet
exports of cotton sheeting and cotton print cloth to the United States was
reached early in December 1987, according to the US Administration. Under
the agreement, reached through an exchange of diplomatic notes on
4 December 1987, Soviet Union's exports are to be limited to 6 million
square yards, for August through December 1987, and to 23.5 million square
yards for 1988. According to report, the value of the 1988 quota is
estimated at about US$7 million, or about 3 per cent of the US cotton
sheeting market.

225. The Textile Surveillance Body (TSB) presented, last December, its
annual report on the operation of the MFA which included an interim
appreciation of the application of the 1986 Protocol. Since then the number
of bilateral agreements notified under MFA IV have confirmed, inter alia,
the view that, in some major importing countries, there has been both an
expansion of product coverage to include other vegetable fibres and silk
blends and a more extensive use of specific group and aggregate limits
despite the degree of economic recovery enjoyed by the major importers'
domestic textiles industries last year. In addition, most of the new
agreements contained consultation provisions making it possible to place
under restraint products that were previously uncontrolled.

226. Two other observations made by the TSB during the period were
noteworthy. The first concerned price clauses contained in the agreements
concluded by the EEC with Czechoslovakia, Poland and Romania, where the TSB
reiterated its earlier view that such price clauses fall outside the
provisions of the MFA. The second related to paragraph 24 of the 1986
Protocol of Extension (concerning the incorporation of new vegetable
fibres). In its general observation, the TSB noted that specific restraints
had been introduced on products made from such fibres (which had been merged
with products made of the previously restrained fibres specified in
Article 12) when there had been no imports nor an imminent increase of
imports (as defined in Annex A of the MFA) of products made of these new
vegetable fibres. Here, the TSB stated its understanding: specific
restraints on products made of fibres specified in paragraph 24 of the 1986
Protocol of Extension should be introduced only if it was demonstrated that
imports of such products were directly competitive with products made of
fibres specified in Article 12 of the MFA and, that they were causing or
aggravating market disruption or real risk thereof in the importing country.
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II. Regional Developments

227. The initialling of the US/Canada free trade arrangement (FTA) was the
most prominent event during this period. Action by both the US and Canadian
legislatures will be necessary before the Arrangement can be put into force.
The possibility of further bilateral arrangements, particularly after the
US/Canada FTA was signed, became a subject of official comment. Suggestions
included studying the possibilitiy of a proposed Japan-United States
free-trade arrangement, an arrangement between the United States/ASEAN, as
well as an investigation into the measures necessary to develop closer
economic relationships between New Zealand, Canada and Australia modelled on
the lines of the recently concluded United States-Canada pact. There were
also suggestions for a Canada/Mexico agreement similar to that signed
between the United States and Mexico and of Turkey's interest in seeking a
long-term agreement with the Gulf states.

228. A US/Mexico Framework Agreement was signed and a protocol agreed
completing the customs union between the EEC and Cyprus. In addition, ASEAN
leaders endorsed long discussed steps to take the six-nation grouping
towards substantive economic collaboration; eight Latin American Presidents
pledged renewed efforts to further economic integration; the Commission laid
further emphasis on the steps needed to create a Community-wide internal
market by 1992; while the EC and EFTA signed a joint declaration setting
out their negotiating priorities towards creating an 18 nation free-trade
zone between the two groupings by 1992 as well.

229. Governments entering into regional agreements have seen these as
strengthening the trading system, emphasizing that such agreements permit
them to achieve a greater liberalization of their trade than would be
possible if they had to wait for agreement to be reached at the multilateral
level. Fears were voiced in some quarters that emphasis on bilateral
approaches might create friction, have adverse effects on the multilateral
trading system, and might divert attention from negotiations in the Uruguay
Round.

230. Some disagreements had existed about the effect on the third countries
of the enlargement of the European Community to include Spain and Portugal.
The Community cleared up most the problems relating to agreement with its
trading partners on compensation to be granted for increases in bound
tariffs which will occur as Spain and Portugal adopt the common external
tariff.

231. Latin America(Acapulco Declaration)/ALADI: In a document entitled
"The Acapulco Commitment to Peace, Development and Democracy," the
Presidents of eight Latin American countries, meeting in Acapulco, Mexico,
in December 1987, pledged renewed efforts to promote Latin American economic
integration. The signatories of the Acapulco document, Argentina, Brazil,
Colombia, Mexico, Panama, Peru, Uruguay and Venezuela, represent about
80 per cent of the population and gross product of Latin America. The
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Presidents declared that "regional integration is a political commitment of
prime importance to our countries and a tool for change and modernization,
which should involve the active participation of all economic and social
agents". The Presidents continued, "We assume the commitment to strengthen
the integration processes in which our countries participate and support
others taking place in the region. We shall give particular attention to
cooperation and integration mechanisms among our countries aimed at meeting
the basic social needs of our peoples. We have also decided to step up
cooperation initiatives among our countries and to diversify our reciprocal
trade, including the substitution of imports from outside the region. It is
equally necessary to take advantage of the potential for economic
complementation. To that end, we shall attempt to adapt financing and
payment mechanisms that support regional integration". The Presidents also
agreed to "establish permanent consultation and concerted action procedures
to co-ordinate our positions in the international trade negotiations of the
Uruguay Round". The integration movement - one of the basic aims of the
Charter of Punta del Este, the document that provided the framework for the
Alliance for Progress in the 1960s - has proceeded slowly, to the point
where intra-regional trade accounts for only about 20 per cent of total
Latin American and Caribbean imports and exports.

232. Argentina and Brazil have already annouced their intention of creating
a common market - initially between themselves, including the gradual
elimination of bilateral tariffs. The plan is an amplification of
agreements signed in 1986 by Argentina and Brazil in the context of their
Economic Co-operation Process (1985). The accord took effect on
1 January 1987 (see L/6087, paragraphs 15 and 16). At the end of the
reporting period, the Presidents of Argentina, Brazl and Uruguay signed an
agreement which will draw Uruguay more closely into the efforts to create a
common market.

233. ASEAN: On 15 December 1987, the Association of South East Asian
Nations (ASEAN) agreed steps to boost intra-regional trade and to stimulate
joint ventures in the six-country block. The moves were announced in the
"Manila Declaration" at the end of the first ASEAN summit in 10 years. The
leaders of Singapore, Indonesia, Malaysia, Thailand, the Philippines and
Brunei agreed to reduce the list of items that are excluded from the
Preferential Trading Arrangement (PTA) and on which, as a result, full
tariffs are paid. ASEAN aims over the next five years to reduce the number
of goods excluded from the PTA to no more than 10 per cent of items traded
and no more than 50 per cent by value. At present there are about 7,000
excluded items making up over 50 per cent of all regional trade by value.
It is hoped that the measures would increase intra-regional commerce from
19 per cent of the total of all intra-ASEAN trade to 50 per cent by the end
of the century.

234. To this end, the ASEAN further adapted the ASEAN Preferential Trading
Arrangements (PTA), including the implementation of standstill and the
rollback of non-tariff barriers. They also agreed to work out a five-year
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programme consisting of the introduction of new items in the PTA, and other
items in the so-called "inclusion list", provided that these will not
account for more than 10 per cent of the traded items of the individual
countries, and that the remaining list does not account for more than
50 per cent in ASEAN intra-trade value, pegging the remaining margin of
preference for existing items in the PTA at 50 per cent. In effect, this
will mean that items in the existing PTA list, when exported from one ASEAN
country to another, will be subject to one-half of the prevailing duties.
In order to make the improvement in the PTA scheme on deductible items known
to the private sector, the ASEAN Economic Ministers further agreed to
publicize the new programmes of their respective product lists before the
implementation period starting 1 January 1988. On the implementation of
standstill and rollback of non-tariff barriers (NTBs), the ASEAN Ministers
agreed to draw up a Memorandum of Understanding (MoU) on the salient
principles and elements that would cover the ASEAN commitment to standstill
and rollback. Here, the six members agreed not to introduce new or
additional non-tariff measures which would impede intra-ASEAN trade and to
phase out or eliminate non-tariff measures, provided that such action does
not cause actual or potential serious injury to sectors producing similar
products.

235. The last of the four agreements signed at the 15 December meeting is
designed to encourage regional industrial joint ventures and harmonize
guarantees for intra-ASEAN investment through improvements in the ASEAN
Industrial Joint Ventures (AIJV) programme. These include an increase in
the margin of preference on a pre-approved list of AIJV-produced products
that will rise from 75 per cent to 90 per cent, a lowering of the minimum
ASEAN equity ownership from 51 per cent to 40 per cent, plus providing AIJV
products with specific protection against dumping practices.

236. Australia/New Zealand: In discussions in November 1987 the Australian
and New Zealand Prime Ministers agreed that progress under the
Australia/New Zealand Closer Economic Relations Trade Agreement (CER) had
exceeded expectations and that a new chapter should now be opened in the
economic relationship which would advance the economic relationship more
rapidly and on a more comprehensive basis over the next five years. In this
regard in setting the agenda for the 1988 review of the agreement the Prime
Ministers agreed to:

- Examine the scope for bringing forward to the early 1990's the
implementation of free trade in goods between the two countries,
previously scheduled for competion in 1995.

- Explore the extension of CER beyond trade in goods to the growing
area of trade in services.

- Consider the extension of CER to regulatory policies and
practices outside the present provisions of CER, which bear on
trade and investment.
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- Reportedly, some consideration is also being given to the
possibility of using a renewed five year CERA as the basis for a
much wider Pacific trade basin pact involving ASEAN nations (see
also paragraph 269 following).

237. Canada/Saudi Arabia: On 5 October 1987, Canada and Saudi Arabia
signed an agreement calling for extensive bilateral trade cooperation. The
Economic and Technical Cooperation Agreement provides reciprocal
most-favoured-nation tariff treatment and urges businesses in each country
to take advantage of greater access to the other's market. Canadian
officials indicated that Canada sold close to CAN$700 million worth of goods
and services to Saudi Arabia in 1987, mostly cars, trucks, barley, wire and
telecommunications services. In return, Canada imported some
CAN$175 million worth of Saudi products, primarily petroleum.

238. Canada/United States: The Canadian Prime Minister and the US
President signed a comprehensive trade agreement between their two countries
on 2 January 1988, opening the way for the creation of the world's largest
free-trade area (bilateral trade on goods and services between the
United States and Canada reached US$150 billion in 1987). Preliminary
agreement on the pact was reached last October after 18 months of intensive
negotiation. The chief negotiators for the two sides initialed the draft
treaty on 10 December. The US and Canadian administrations will submit
implementation bills to their respective legislatures in the near future.
The leadership of the US Congress has agreed with the Administration to
consider the agreement's implementing legislation in June. The target date
for putting the treaty into effect is 1 January 1989. (The first free-trade
agreement between the United States and Canada was signed in 1854, but was
abrogated during the United States Civil War. A second free-trade agreement
was negotiated in 1911, but never entered into force.)

239. The agreement contains provisions inter alia, for:

- bilateral customs tariffs to be eliminated over nine years from
1 January 1989;

- a number of liberalizing policies for agricultural trade;

- existing national laws and procedures dealing with subsidies
countervailing and dumping are to be retained, subject to
negotiation of new bilateral regime to deal with these issues
over the next five to seven years;

- the creation of a bi-national panel to replace judicial review of
final determination by the US and Canadian authorities on
anti-dumping and countervailing duty;

- removal of barriers to energy trade whereby, in essence, Canada
would receive assured market access to the United States in
return for providing a secure energy supply;
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- the 22-year-old bilateral Auto Pact will remain substantially
unchanged, but Canada's export-oriented duty remission incentives
and other duty remission schemes are to be terminated;

- subsidies on grain transported through western Canadian ports to
the United States are eliminated; and

- Canada to phase out scrutiny of indirect take-overs, where US or
other foreign-controlled subsidiary in Canada changes hands
because of a take-over of its parent company by a US investor or
where a US subsidiary in Canada is acquired by an investor of a
third country as part of a larger transaction involving the
parent company, and to raise the threshold for screening direct
take-overs to Can.$150 million over a four-year period (see also
C/W/528, paragraphs 125 and 126).

- the agreement also provides for a comprehensive undertaking with
respect to the services sector whereby each side will provide
treatment to each other's citizens that is no less favourable
than that granted to its own citizens with respect to all new
measures affecting services;

- an expansion of the GATT procurement code by lowering the
threshold for purchases by code-covered entities of covered goods
to US$25,000 and improvements in transparency procedures; and

- bilateral institutional provisions to avoid and resolve disputes
arising from application and interpretation of the Agreement.

240. CARICOM: The Caribbean Community (CARICOM) has postponed the start of
operations of its new Caribbean Export Bank, originally scheduled for
1 January 1988. CARICOM officials say the delay was mandated by
difficulties in obtaining foreign financing for the venture. The Bank is
now scheduled to become operational in mid-1988. The purpose of the Bank
will be to finance trade both within and outside the region. The bank's
initial capitalization has been set at US$16.5 million.

241. EEC: The European Commission's annual report on the progress of its
300-point plan to create a free single internal market by 1992 was presented
on 17 March 1988. A principal objective outlined in the report was the
Commission's hope to table all the outstanding proposals by the end of 1988.
The EC's 12 member States would then have four full years to act on them.
Since the internal market campaign began the EC Commission has put forward
211 market-opening measures of which 79 have been adopted, so far.

242. The economic and social advantages of the completion of the EEC
internal market in 1992 have been evaluated in a recent Commission study at
around 200 billion ECU in 1988 prices, or an increase of 5 per cent in GDP,
and five million new jobs. This calculation takes account not only of the
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savings made by the elimination of trade barriers, but above all, the
effects of the removal of obstacles to production, which restrict the
activities of new businesses on the market and thus free competition. Added
to this, the study comments, are the cost-savings that companies can achieve
by taking advantage of the economies of scale that are possible in a large
internal market. These advantages will, allegedly, be felt in the short
term as the increase in production will allow fixed capital investments by
larger sales; long-term advantages will result from adjustment towards the
optimum level of production. Other gains in efficiency are to come about
through the intensification of competition (affecting such factors as
general costs and the adjustment of the work-force and management in general
to the needs of production as part of the larger market).

243. EEC: According to an official report, the EEC Council approved, in
January 1988, as a common position of the Community within the EEC-Algeria,
EEC-Egypt, EEC-Jordan, EEC-Lebanon and EEC-Tunisia Co-operation Councils,
the draft Decisions amending, on account of the accession of Spain arid
Portugal to the European Communities, the Protocol on the definition of the
concept of "originating products" and methods of administrative
co-operation.

244. EEC/ACP: According to an announcement in January 1988, the EEC is to
make advance payments of 27.4 million ECU for the stabilization of the
export earnings of the ACP countries associated with the Community. The
amount roughly corresponds to 20 per cent of the total estimated export
revenue losses in combined ACP export income in 1987. The payments will be
made as part of the export stabilization system (STABEX) for 1987. The
largest single amount of 20 million ECU goes to the Côte d'Ivoire and
Ethiopia, which has sustained heavy losses in its coffee trade; other
countries are to be partially compensated with respect to trade declines in
cotton, cocoa and coconut oil.

245. According to a report in late October 1987, the Commission has decided
to offer a 7 ECU/tonne premium for the import of sorghum from Africa,
Caribbean and Pacific (ACP) countries into Spain. The bonus is in addition
to the 50 per cent reduction in the import levy granted to all agricultural
imports into the EEC from Lomé Convention signatories. The new incentive is
to be seen in the context of the EC's agreement with the United States of
29 January 1987 that Spain would import 2 million tonnes of maize and
300,000 tonnes of sorghum from third countries in 1987 (see also reference
in L/6205, paragraph 54).

246. EEC/ACP/Lomé Convention: The European Commission proposed on
15 March 1988 that Community trade concessions to 66 African, Caribbean and
Pacific (ACP) states should be made permanent, after the current five-year
Lomé Convention ends in 1990. According to the proposal the general part of
the Lomé accords would be made of indefinite duration, though open to
revision at the request of either side. This would include the provisions
whereby ACP goods enter the EC duty free, except for special deals on
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agricultural items competing with EC produce. The aid aspects of the Lomé
Convention, however, would remain renewable every five years as at present.
The Commission also decided that, so as not to dilute the impact of EC
development policies, the Lomé arrangement would net be extended to Central
America. On the other hand, two countries - Haiti and the Dominican
Republic - which had specifically requested inclusion in Lomé, would have
their requests considered separately.

247. EEC/Argentina: After two years of negotiations in the context of GATT
Article XXIV:6 negotiations with Argentina over the effects of the accession
of Spain and Portugal to the EEC, the European Commission reached an
agreement with Argentina. Under the Agreement, Argentina's quota of top
quality "Hilton" beef exports to the EEC rises from 29,800 tonnes to
34,300 tonnes. In addition, the EEC will admit 550,000 tonnes of wheat
bran, 53,000 tonnes of frozen beef and 5,000 tonnes of frozen hake fillets
at a reduced duty of 10 per cent (down from 15 per cent). Argentina will
also be able to benefit from the EEC/US agreement on maize and sorghum
concluded in January 1987, under which 2.4 million tonnes of maize from
third countries was to be let into the EEC (see L/6205, paragraphs 53 to
55). Argentina is a major cereals exporter and very much dependent on the
Spanish and Portuguese markets for export revenue. It complained that it
had lost more than two-thirds of its export revenue after the two Iberian
countries joined the EEC and that it therefore suffered more than any other
country due to the enlargement.

248. Negotiations in the same context with Canada (which centres first on
the resolution of questions relating to the fisheries sector in the
Portuguese Schedule) have yet to reach a mutually acceptable solution.
Those with Japan (where the EC has asked for market opening measures by
Japan in return for the benefits it has gained from Spain and Portugal's
accession) have been terminated on the basis of the Japanese offer.

249. EEC/Cyprus: A protocol which will complete the customs union between
Cyprus and the European Community was signed on 19 October 1987 in
Luxembourg (see L/6289, paragraphs 129-136 and L/6313). The protocol
stipulates that a customs union is to be established in two phases. Phase
one will last ten years, and phase two will be spread over four or five
years, as the Association Council sees fit. In the first phase, Cyprus has
contracted to remove customs duties on industrial goods from the EEC and to
adopt the Common Customs Tariff. The two parties have undertaken to abolish
customs duties on agricultural produce covered by the Association Agreement
and subject to reciprocal concessions (chiefly new potatoes, citrus fruit,
other fruit and vegetables and wine). The European Community will gradually
increase tariff quotas for major Cypriot agricultural exports (+83 per cent
for new potatoes, +60 per cent for table grapes and +50 per cent for other
goods). Cyprus will also grant a number of concessions on EEC exports of
cereals, beef and veal and vegetable oils. Cyprus will be able to apply
safeguard measures on imports from the EEC of "sensitive" industrial goods
which may harm domestic industry (wood and cement, for example).
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250. The Association Council will also decide when the step into the second
phase must be taken. The second phase will consist of all the measures
necessary to ensure free movement of agricultural produce within the customs
union. It will revolve around the following principles; introduction of
quality standards in Cyprus; disciplining by Cyprus of domestic prices;
application of Community measures at the Cypriot border. Cyprus will also
apply during phase two various measures guaranteeing the smooth
administration of the customs union, such as inter-company agreements, state
aids, export rebates and so forth. The customs union is to be achieved at
the end of the second phase. Finally, the protocol applies to the whole of
Cyprus. It entered into force on 1 January 1988. A Protocol adapting the
Agreement consequent upon the accession of Spain and Portugal was also
signed on 19 October 1987.

251. EEC/Japan: A Japanese offer providing compensation for a 30 per cent
rise in 1986 in its exports of industrial goods to the EEC - following the
accession of Spain and Portugal - was adopted by the EEC's Foreign Ministers
on 24 November 1987. However, the Council urged the Commission to continue
efforts to make Japan open its markets to Community goods. The Japanese
offer, negotiated in connection with the accession of Spain and Portugal to
the EEC, includes improved plant health regulations for citrus fruit and cut
flowers, improved quotas for leather goods and shoes from the EEC and slight
tariff reductions on industrial goods such as television cameras and fork
lift trucks (for which, in general, the tariffs are already less than
5 per cent). In return, the EEC will now rebind tariffs (which were unbound
within GATT at the time of the enlargement) on the following industrial
goods from Japan at their present levels: microwave ovens, compact disc
players, DAT recording instruments, non-professional amplifiers and
mega-decks.

252. EEC/Malta: in the context of the 1971 EEC/Malta Agreement which was
designed to lead eventually to a joint customs union, the European
Commission notified that it had not been possible to conclude negotiations
with respect to the transition period (see also L/6314).

253. EEC/Morocco: In February 1988, the EEC and Morocco signed a fisheries
agreement to replace and expand to the entire Community the prior bilateral
agreements between Morocco and Spain and Portugal. The way was thus cleared
for approval of the technical, financial and trade protocols aimed at
adapting the EEC/Morocco Co-operation Agreement to the accession provisions
of Spain and Portugal. Morocco was the last Mediterranean country to sign
such protocols of adaptation with the Community, thus marking the end of an
old dispute. The fisheries agreement covers the period from 1 March 1988 to
29 February 1992. The trade protocol provides for the dismantling of
customs duties for traditional Moroccan exports to the EEC to the extent of
the fixed quotas and at the same pace as the tariff dismantling of the same
products exported by Spain and Portugal to their ten EEC partners. These
products mainly comprise fruit, vegetables and flowers. These quotas
correspond roughly to amounts exported every year by Morocco to the EEC.
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Moroccan oranges will be subject to a yearly quota of 265,000 tonnes,
mandarins to a quota of 110,000 tonnes, tomatoes to 86,000 tonnes and wine
to a quota of 85,000 hectolitres. All these products will enter the
Community under the same arrangements.

254. EEC/EFTA: On 2 February 1988, Ministers of the European Community and
the EFTA signed a joint declaration setting out their political and
technical priorities in negotiations towards an 18-nation free-trading zone
by 1992. The negotiating priorities include: work on technical standards;
rules of origin; semi-conductor patent protection; the transparency of
state aid; public procurement; and agricultural trade. According to a
communique, negotiations will start in earnest at a meeting to be held in
Finland in mid-June.

255. EEC/Gulf Co-operation Council(Saudi Arabia, Kuwait, Oman, Bahrain,
United Arab Emirates, Qatar): The negotiating mandate for a co-operation
agreement between the EEC and the Gulf Co-operation Council (GCC) was
formally approved by the Community's Foreign Ministers on 23 November 1987.
The agreement is to be implemented in two stages. The first promises that
the EEC will introduce no further protectionist measures against GCC
products; during this phase there will be no change in import treatment of
Gulf petrochemicals, which will continue to benefit from annual duty-free
quotas fixed in the EEC's generalized system of preferences. EEC Ministers
said they would be ready to start negotiating the second phase of the pact -
with a view to establishing a new "status" in trade relations - once the
first stage is signed. However, they emphasized that such moves will have
to be preceded by an internal EEC agreement safeguarding the position of the
European petrochemicals industry (see also previous references L/6025,
paragraph 25 and L/6289, paragraph 144).

256. On 25 March 1988 the EC reached agreement with the GCC on a pact to
promote economic cooperation. The EC/Gulf agreement, expected to be signed
in June, commits the Community to help the GCC States to develop and
diversify their energy, industrial and agricultural sectors. Sensitive
trade issues, in particular on petrochemicals, have been left for further
negotiation later this year and will cover the areas mentioned above.

257. Mexico/Canada: According to press reports in November 1987, Mexico
and Canada have initiated preliminary discussions that could lead eventually
to negotiations for a bilateral trade agreement between the two countries.
The agreement would, reportedly, be similar in design to the one signed by
the United States and Mexico in October 1987, establishing a framework for
the settling of trade disputes (see paragraph 265 following)

258. New Zealand: According to a statement at the end of January, the
New Zealand Government is interested in establishing a closer economic
relationship with Canada and Australia, along the lines of its existing
economic arangement with Australia, and Canada's recent free-trade
agreement with the United States. At the instigation of the Overseas Trade
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Minister, New Zealand's Market Development Board has commissioned a
preliminary study by the Institute of Policy Studies of trilateral free
trade; the study is to be submitted in July 1988. New Zealand had proposed
at the Taupo World Trade Ministers' conference in March 1987 that Canada,
Australia and New Zealand jointly commission an independent study of closer
economic and trading relations. The possibility of closer trade relations
between Australia and the United States was also raised when the US Trade
Representative was in Canberra in January 1988 after the Bali Ministers'
meeting.

259. Turkey/Gulf Co-operation Council: According to local press reports,
Turkey is understood to be seeking a long-term economic agreement with the
six nation GCC (Bahrain, Kuwait, Oman, Qatar, Saudi Arabia, and the United
Arab Emirates). A draft proposal was presented to the GCC Secretariat in
Riyadh in October 1987. Reportedly, the draft protocol would include
provisions covering preferential trade, an investment and protection code,
as well as clauses dealing with cooperation in construction, labour,
technology transfer and energy. It has been suggested that should the
agreement become operational, it might serve as a model for similar future
arrangements among member States of the Islamic Conference Organization.

260. United States/ASEAN: According to a statement made by the US
Under-Secretary for State on 11 February 1988 at the end of the eighth
Economic Dialogue between the United States and ASEAN representatives in
Washington, the two sets of countries are near an agreement to conduct a
joint study of United States-ASEAN economic relationship and how it could be
strengthened. In this connection there have been reports regarding the
possibility of a United States-ASEAN free-trade area in the long-term; it
was reportedly acknowledged by the two parties that the concept was one of
the reasons behind initiating the afore-mentioned study.

261. United States/Caribbean: On 6 October 1987, the International Trade
Commission (ITC) made available its "Annual Report on the Impact of the
Caribbean Basin Economic Recovery Act on US Industries and Consumers". The
Act, also known as the Caribbean Basin Initiative (CBI), grants duty-free
treatment to imports from designated Caribbean countries for 12 years
beginning on 1 January 1984. The report says that the domestic impact of the
Act has been insignificant, mainly because US trade with beneficiary
countries is less than 0.3 per cent of the US gross national product. The
effect is further limited by the fact that less than 10 per cent of those
imports - by value - receive duty-free status as a result of the Act. On
the other hand, more than two-thirds of imports from those countries by
value entered the United States in 1986 duty-free under either CBI, the
generalized system of preferences, most-favoured-nation status, or special
tariff provisions.

262. The report suggested that, in the future, the Act is likely to have a
greater effect on the US economy as export-oriented investment in the
Caribbean increases to take advantage of duty-free benefits available under
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the Act. Those major areas of investment identified in the ITC study
include assembly operations of electrical and electronic parts, pineapples,
citrus, ethanol and cut flowers. Growth in Caribbean exports is expected to
be slow, however, because producers face various constraints such as high
transportation costs, inadequate infrastructure and lack of experience and
marketing channels in the United States.

263. The US House of Representatives commenced proceedings in December 1987
on proposed legislation to strengthen and expand the Caribbean Basin
Initiative (CBI), the programme that extends duty-free treatment to a broad
range of imports from Central America and the Caribbean (see L/6289,
paragraph 148). The proposed House bill, the Caribbean Basin Economic
Recovery Expansion Act of 1987 (HR 3101), the so-called "CBI-2", would make
several important changes in existing CBI legislation designed to increase
the volume of duty-free exports from Caribbean and Central American
countries to the United States. The principal provisions of the bill would:

- extend the life of the CBI for an additional 12 years beyond its
original 1995 expiration date to 2007;

- restore US sugar quotas for CBI beneficiary countries to the
levels that existed when the CBI went into effect on
1 January 1984. (CBI beneficiary countries have been severely
affected by United States' sugar quota cuts of more than
two-thirds since 1984);

- create a special rule of origin for products from the Eastern
Caribbean (the Leeward and Windward Islands), increasing from
15 per cent to 25 per cent the value of US-made components which
may be counted toward the minimum value-added requirements
governing eligibility for duty-free treatment;

- allow limited duty-free (and in some cases, quota-free) treatment
for certain articles, such as footwear, apparel, luggage,
handbags and work gloves, which are currently excluded from the
programme. Such items might be given duty-free status if
United States manufacturers do not produce similar items or if
the product is in short supply on the US market, or if the
Caribbean-made products were manufactured or assembled from
100 per cent US materials or components;

- add a "grandfather clause" liberalizing the rule of origin
required for duty-free entry of ethanol (ethyl alcohol) for
certain CBI-owned facilities in Costa Rica and Jamaica similar to
the treatment extended to US-owned ethanol facilities in the
Caribbean Basin under the Tax Reform Act of 1986;

- require separate injury determinations for CBI beneficiary
countries in countervailing duty and anti-dumping cases. (Under
current law, CBI imports are cumulated in such cases with imports
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from all other countries, a practice which Caribbean leaders say
distorts the impact of their products on United States
producers).

264. Companion legislation (S 1594) has been introduced in the Senate, but
no date for Senate hearings has yet been set. Provisions relating to the
CBI are also contained in omnibus trade legislation currently moving through
a joint House-Senate conference committee (for previous references, see
C/W/488/Rev.1, paragraph 19; C/W/470/Rev.1, paragraph 23; and L/6205,
paragraph 39).

265. United States/Mexico: Mexican and US officials signed a bilateral
framework agreement on 6 November 1987 that establishes certain principles
which would apply to the bilateral trade and investment relationship and
creates a consultative mechanism which can be used to clarify respective
policies, resolve specific disputes, or negotiate the reduction or removal
of barriers between the two countries. Titled an "Understanding" between
Mexico and the United States "concerning a framework of principles and
procedures for consultations regarding trade and investment relations", the
agreement creates procedures for mediation of bilateral trade and investment
disputes within a 30-day negotiation period. It also commits officials of
the US Trade Representative and Mexico's Commerce Ministry (SECOFI) to begin
talks within 90 days - by 5 February - on an "immediate action agenda"
involving trade in textiles; agricultural, steel and electronics goods;
technology transfers; intellectual property; investment; and services
(see also paragraph 115 in Section I). Because it is a framework agreement,
the understanding does not require ratification by the Mexican and US
Congresses. The agreement is the first of its kind between the US and a
developing country; Mexico is the fourth largest trading partner of the US,
after Canada, Japan and West Germany.

266. The United States-Mexico pact differs from the recently concluded
United States free-trade agreement with Canada in that it is restricted to
establishing bilateral consultation mechanisms only, and does not commit
either party to institute trade liberalization measures, but only to
continue discussions in certain problem areas as and when they arise (see
L/6260).

267. On 30 December 1987, according to an announcement made in the context
of the ongoing bilateral consultation process between the two countries,
Mexico agreed to eliminate its US$1 million annual global quota on beer
imports and its US$43 million global quota on wine and certain distilled
spirits. In addition, import licensing requirements were withdrawn for
imports of beer, wine, distilled spirits, planting and oil-producing seeds,
fruits, fresh flowers, and a number of other products, including
confectionery chocolate (see also Section V, paragraph 380).

268. Preferential Trade Area (PTA): On 3-4 December 1987, at the Kampala
Summit of the Preferential Trade Area for Eastern and Southern Africa (PTA),
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it was agreed that the fifteen countries in the East and Southern Africa
grouping will reduce their intra-regional customs tariffs by 10 per cent a
year between 1988-96. The reduction will take place every October, leading
gradually to the establishment of a free-trade zone by 2000, according to
the final communique (see also L/6205, paragraph 32). Statistics prepared
for the meeting showed that trade between the Member countries still
represents no more than 5-8 per cent of their total foreign trade.

269. South Pacific Regional Trade and Economic Agreement (SPARTECA): In
December 1987, Australia and New Zealand presented to the GATT the third
biennial report on the operation of SPARTECA. The South Pacific Regional
Trade and Economic Agreement came into operation on 1 January 1981. Members
of the Agreement are Cook Islands, Fiji, Kiribati, Nauru, Niue, Papua New
Guinea, Solomon Islands, Tonga, Tuvalu, Vanuatu, Western Samoa (known
collectively as the Forum Island Countries), Australia and New Zealand.
Vanuatu signed the agreement on 19 November 1981 and Nauru on 8 August 1982.
SPARTECA provides duty-free and unrestricted access to the Australian and
New Zealand markets for most of the products exported by the Forum Island
Countries. Australia and New Zealand provide these concessions on a
non-reciprocal basis. In 1983, Australia and Papua New Guinea agreed that
the Papua New Guinea/Australia Trade and Commercial Relations Agreement
(PATCRA) would govern their bilateral trading relationship (see L/6279).
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III. Tariffs and Related Matters

270. All told, the number of new tariff measures taken by governments
during the period under consideration has more than doubled, compared to the
previous period. The tendency towards liberalization, which was already
observed during the last six-months, was reinforced during this period, as
about three-fifths of the number of measures consisted of import reductions.
Among the countries enacting far-reaching tariff liberalization programmes
were Australia, Jamaica, Mexico, New Zealand, Sri Lanka, Taiwan, Thailand,
Turkey and Uruguay.

271. As of 1 January 1988, the Harmonized System came into operation for a
wide number of countries; the US was a notable exception (see Section VIII,
paragraph 506). This system, which was drawn up by the Customs Cooperation
Council, is designed to facilitate trade by providing a multilaterally
agreed nomenclature for classifying goods entering into international trade.

272. Argentina: The Argentinian Ministry of Economy published two
resolutions in "Ambito Financiero" of 11 February 1988, according to which
imports of most steel and petro-chemical products are to be subject to a
maximum 20 per cent tariff plus a temporary surtax of 5 per cent. Imports
of petro-chemical products were previously subject to tariffs of 20 to
35 per cent and steel products of 21 to 38 per cent plus, in each case, a
surtax of 15 per cent. Excluded from these new measures are certain steel
products with high value added and ferro-alloys on which tariffs of 36 or
38 per cent, plus a surtax of 5 per cent, are imposed.

273. It was reported in January that Argentina had increased the additional
import surcharge (exclusive of import duties) to 15 per cent, until
31 December 1988.

274. Partly in order to facilitate the initial stages of the
Argentine-Brazilian economic integration programme (see L/6087,
paragraphs 15 and 16) Argentina has reduced import duties on more than
600 products and inputs of the petrochemical and metal industries. For
petrochemicals the tariffs were lowered to an average of 15 per cent and for
metal products to an average of 25 per cent. Many of the items affected by
the measure were previously subject to tariffs of over 50 per cent.
According to Economic Ministry Resolution 203, reported on at the end of the
period, a number of items, including scrap iron, soft coal, iron and
manganese ores, can now be imported duty-free. Others, such as hot-rolled
and cold-rolled iron and steel sheet, will pay 10 per cent duty until
31 July and 20 per cent thereafter. These goods and 190 other iron and
steel products with import tariffs ranging from 20 to 30 per cent, will be
subject to an extra 5 per cent until 31 December 1988. Economic Ministry
Resolution 202 reduced import tariffs to 10 per cent for eight tariff
positions, including ethylene, propylene, phenols, and certain plyethylenes.
The duty rates for another eight positions (butilene, toluene, zylene,
methyl alcohol etc.) were lowered to 15 per cent. Certain organic and
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inorganic products, such as nitric acid, styrene acetone and ethyl benzine,
certain artificial plastics and resins and natural and synthetic rubber
products will be subject to an import duty of 20 per cent. Thirty-five
positions in the 20 per cent category, which cover products which are
locally made, but in quantities below market demand, will have an additional
5 per cent duty imposed until 31 December 1988 in order to cushion the
impact of the tariff reductions.

275. Australia: According to an announcement by the Minister of Industry,
Technology and Commerce, the protection given to Australia's pulp and paper
industry is to be reduced. The action is part of a wider strategy to
improve the performance of Australian manufacturing industries, especially
those which add value to the country's natural resources. Tariffs on
various types of paper were to be reduced to a maximum of 15 per cent over
two years. Hitherto, tariff rates on these products have ranged up to
30 per cent, with the main rates at 20-25 per cent, although some are zero
to 10 per cent. The government's move follows a report from the Industries
Assistance Commission, recommending lower tariffs and reduced bounties.

276. On 20 October 1987, Australia announced revisions in respect of the
General Tariff rate applied to certain chemicals:

- a minimum will be applied as from 1 January 1988, rather than
from 1 January 1992, to esters of acrylic acid classified under
sub-heading 2916.12.00.

- a rate of 10 per cent, rather than 2 per cent, will be applied
from 1 January 1988 to all goods, including photographic
chemicals, classified under sub-heading 3707.10 and 3707.90.

- a rate of 10 per cent, rather than 2 per cent, will be applied as
from 1 January 1992 for sucrose polyols classified within heading
2940.00 (currently classified under sub-item 29.43.100).

- a rate of 15 per cent, rather than 10 per cent, will apply from
1 January 1988 to all goods including brake fluids, classified to
heading 3819,00.

277. Australia announced on 17 December 1987 that it would take measures to
introduce an industry-wide tariff rate on most glass and glassware items of
15 per cent. Tariff reductions will be phased in over three years.

278. As of 1 January 1988, Australia also reduced tariffs on reconditioned
and new automotive engines from 25 per cent to 15 per cent. As from
13 April tariff quotas on imported cars were abolished while tariffs were
cut from 57.5 to 45 per cent (for details see Section I, paragraph 128 and
L/6338).
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279. On 3 February 1988, however, Australia increased import tariffs on
certain alcoholic beverages. The products affected are beer (22.03),
certain types of brandy (22.08.20.1), rum (22.08.40), gin (22.08.50) and
other alcoholic beverages (22.08.90).

280. According to Resolution Nos. 02-1375 to 05-1397 of the Commission of
Tariff Policy, Brazil temporarily reduced import duties on a large number of
industrial products (particularly with respect to chemical goods). The
reductions are based on certain conditions, viz. that the imports have to be
consumed in the North and North East part of the country. The import duties
are reduced for periods ranging from several months through to the end of
January 1989.

281. Press reports at the end of October stated that Brazil had published
in the official Journal of 10 August 1987 a Resolution (CP 02-12917879
whereby import tariffs on a number of goods were reduced to zero. The goods
cover products used in the fabrication of musical instruments and include
products of animal origin, miscellaneous chemical products, artificial
resins and plastic materials, wood and articles of wood, man-made fibres,
wadding and felt, iron and steel and articles thereof, articles of base
metal, as well as complete musical instruments (see L/6289, page 35).

282. Burkina-Faso has abolished the 6 per cent surcharge imposed at the
border on the value of imported goods, as well as the 6 per cent customs
stamp duty levied on customs receipts.

283. By Decree-Law No. 1/003 of 24 December 1987 Burundi changed the tariff
rates applied to imported products. Published details are not readily
available.

284. According to reports received in January, Cameroon raised the surtax
on imports (taxe complementaire à l'importation), which is imposed on
imports in addition to tariffs, the import and turnover taxes, for a number
of products. The increase was as follows: for perfumes, creams and
shampoos, to 40 per cent; for certain wines, to 50 per cent; for liquors,
to 70 per cent. Imports of leaf tobacco and other raw tobaccos are now
subject to a surtax of 90 per cent; for beer, champagne, manufactured
tobacco products, cigars and cigarillos the new rate is 100 per cent; that
for cigarettes, 110 per cent.

285. Canada: For the Canadian programme, announced on 22 March to
immediately cut textile tariffs on 13 items and to progressively reduce
tariffs to levels comparable with other industrial countries, see Section I,
paragraph 113).

286. In January 1988 it was reported that Chile had introduced a number of
new measures designed to maintain the country's economic growth at the
targeted 5.4 per cent. Among the measures was a decrease of import duties
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from 20 per cent to 15 per cent and a devaluation of the peso by 4 per cent.
The measure entered into force on 3 January.

287. It was reported in October 1987 that the Chinese Customs Tariff
Commission had introduced the following tariff changes with effect from
1 July 1987:

- Export duty: duty exemption on 16 items, such as jellyfish,
herring roes, cinnamon (cassia), lignea, dang gui (cryptotaenia
canadensis), hoantchy (astragalus membranaceus bge), edble fruit
kernels of apricot, coal, tin ingots, pig iron and ferroalloys
(six items).

- Import duties: import duties were reduced on meat and bone
powder, copper sulphate, nylon-66, salt, scrap copper, lead and
zinc. However, import duties were increased on methacrylic acid
and its salts and esters, stamping foil, mixed spices, colour
film, electronic watches and parts, as well as zippers and parts.

288. According to a press report at the end of February 1988, China is
changing tariff rates on 47 import and 5 export items to bring them "more
into line with the domestic and international market". Though precise
details have yet to be made available, the changes are understood to include
tariff reductions on, inter alia, natural latex and diamonds and other
precious stones. The other changes are all increases, with emphasis on such
items as photographic chemicals, bicycles, automatic telephone switchboards,
air conditioners, refrigerators and washing machines. The new rates have
not yet been disclosed, but the old rates, according the the US Department
of Commerce, were as follows: 25 per cent on photographic chemicals;
80 per cent on bicycles; 9 per cent on automatic telephone switchboards;
either 40 per cent or 70 per cent on air conditioners (depending on their
capacity); either 30 per cent or 80 per cent for refrigerators (again
depending on their capacity); 80 per cent for washing machines for
household use and 50 per cent on other washing machines. A brief Chinese
announcement in early February said readjusting rates will "protect domestic
industries, structure consumerism and keep up with foreign trade demands".

289. According to another report in February 1988, China is no longer
charging import duties on foreign materials and spare parts used to
manufacture goods for export. However, materials imported to process goods
for the domestic market remain subject to tax after customs inspection. The
freeing of duties for export manufacturers, meant to encourage greater
foreign investment, was enacted by the State Council, China's principal
governing body, and the General Administration of Customs.

290. China is also reported to be considering several new regulations for
its international trade community in an effort to raise both the quality and
level of its exports, monitor the outflow of sensitive goods, and protect
its domestic market. The measures, reportedly, will include:
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- Establishment of bonded factories and workshops for companies
located within customs' centres and holding import and export
licenses.

- Waiver or deferment of tax, subject to regulations, on imported
materials used to make machinery and electrical appliances for
export.

- A 15 per cent charge to non-exporting companies or. imported raw
materials and 5 per cent on imported spare parts for packaging.

291. By Decree number 2223 of 23 November 1987, Colombia established new
tariff reductions in respect of 415 tariff positions contained within
Chapters 73 to 94 of the Customs Tariff. These new duties represent in all
cases reductions from the previous levels (L/6308). Affected by this
measure are all non-ferrous metals, certain tools, metal products, machines
and apparatus, electro-technical goods, optical and precision instruments,
railroad equipment and airplanes. The goods affected are now subject to
only two import tariff rates - instead of eleven previously - which had
ranged from 10 to 60 per cent. Products which previously were subject to
rates of 10 to 15 per cent are now subject to 5 per cent. Goods previously
subject to rates of between 20 and 60 per cent: are now subject to a
15 per cent tariff rate,

292. Costa Rica: Decreee No. 17774-MEC of 7 October 1987 contained a
listing of the customs duties provided in the Central American Import Tariff
which Costa Rica has temporarily modified unilaterally. The modifications
are part of a programme of economic adjustment which includes the gradual
and selective reduction of tariffs (see also L/6317).

293. According to reports in early January 1988, Cyprus has rescinded the
imposition of import tariffs in respect of all material connected with
computers (materiel informatique) irrespective of their source.

294. EEC(Greece) has further relaxed the deposit on imports. As from
1 January 1988, the fifth reduction of 20 per cent of the import deposit
entered into force. The final reduction of 25 per cent will be applied as
from 1 January 1989. The special consumption tax rates in respect of gin,
whisky, vodka, brandy and marc follow the same schedule of reductions (see
also L/6205, paragraph 175).

295. It was reported in December that India has levied an import surcharge
of 5 per cent on technology imports. The measure entered into force at the
beginning of December 1987.

296. By Decree No. 660/KMK.05/1987 of 23 October 1987, Indonesia imposed
import surcharges on certain iron and steel products listed in CCCN tariff
position Ex 73.12 and Ex 73.13. The measure entered into force on
24 November 1987 and is to remain in force for a year. The import tariffs
on these products range from 5 to 20 per cent and the surcharge from 2.5 to
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17.5 per cent. Imports of these products amounted in 1986 to
668,000 tonnes, valued at US$310 million. The measure is intended to
protect the production of the State-owned Krakatau Steel Mill.

297. Effective for one year from 23 November 1987, Indonesia imposed an
import tariff surcharge on certain iron and steel products: tapes and bands
of iron (ex 73.1.2.100) - 12.5 per cent; hoops and strips of iron or steel
(ex 73.12.900); sheets and plates of iron and steel (ex 73.13.120 and
130) - 17.5 per cent; corrugated sheets and plates of iron and steel
(ex 73.13.410 and 490) - 2.5 per cent. A further Ministry of Finance
Decree No. 763/KMK, 05/1987, issued on 28 November 1987, set an import
surcharge of 10 per cent on tyre and cord fabrics (59.11.290). Effective
31 March 1988, Indonesia also imposed a tariff surcharge of 20 per cent on
imports of alkyl benzine (ex 29.01.990 and ex 38.19.990).

298. On 24 December 1987, the Indonesian Government presented its major
reform package - the sixth in the past three years - which principally
liberalizes export procedures. Among the salient points of the programme
are:

- Any holder of a business licence is allowed to export.
Previously, only companies holding export licenses were allowed
to do so. Exceptions to the rule are primary commodities which
are subject to international quota agreements, including plywood,
coffee, and textiles.

- The number of sole import-agent monopolies has been reduced from
278 to 70. General importers are now free to import
111 commodities previously restricted by quota. The legislation,
effective from 1 January 1988, includes 56 types of steel,
cutting the number subject to the government-owned PT Krakatau
Steel's monopoly by 50 per cent.

- Import duties on 65 commodities have been reduced, while those on
91 other items have been raised. Thus, for example, the duty on
porcelain, household utensils and glassware has been cut from
90 per cent to 50 per cent while that on wire rods has increased
from nil to 30 per cent and polyester thread from 15 per cent to
30 per cent.

- Containers and samples are exempted from import and value-added
tax.

299. The highly protected plastics industry does not feature in the
programme; and commentators have questioned whether the categories of steel
released for general import are those called for by the industry.

300. At end-March the Jamaican government announced the second round of
import tariff reductions agreed with the IMF in January 1987. The aggregate
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import tariff goes down by eight points to a maximum 60 per cent.
Simultaneously, 17 agricultural products have been eliminated from the
system of protective stamp duties and reference pricing, and six categories
of items have had their customs duty exemption removed. The tariff
reduction programme was one of the commitments made by Jamaica when it
obtained a US$150 million standby credit from the IMF in January last year.
According to the programme, by 1991 all tariffs will have been reduced to a
band of 5-30 per cent: the first round of reductions, in 1987, brought down
tariffs from as high as 200 per cent in some cases, to a maximum of
68 per cent. Also reduced last year was the stamp duty on imported raw
materials, which came down by six points to 10 per cent. This year the
government plans to reduce the stamp duty on imported capital goods from
30 per cent to 20 per cent.

301. It was reported in November 1987 that Kenya had reduced import tariffs
on raw materials and capital goods under its 1987/88 budget. Kenya also
eliminated its 40 per cent import duty on soybeans in order to promote the
possibility of developing a domestic soybean crushing industry (see also
Section 1 paragraph 69).

302. Madagascar, by Rectified Decree no. 87.008 to the Finance Law of 1987,
has abolished a number of taxes, viz. transaction tax, consumption tax, as
well as the import tariff and the levy on imports of certain products and
materials for the conditioning and preparation of pharmaceutical products.

303. In December 1987, Malaysia lowered the export duty on ground and
unground white pepper from 2,133.54 and 1,983.64 ringgit to 2,130.32 and
1,980.32 per tonne respectively. The export duty on black pepper was
reduced from 1,065.47 to 1,019.72 ringgit per tonne. Effective
1 February 1988 Malaysia increased its export duty on rubber from 6 c to
8.125c per kg.; the gazetted price of rubber had risen from 260 8¢ to
270 8¢ per kg.

304. Based on a Decree which was published in the Official Journal on
29 October 1987, Mexico reduced import tariffs on products listed under
about 70 tariff positions. The tariff positions range from Chapters 03
to 97 (see also L/6205, page 43).

305. On 16 December 1987, the Mexican Government announced details of its
new anti-inflation policy (the Economic Solidarity Pact), the cornerstones
of which are fiscal adjustment, voluntary wage and price controls and
cheaper imports. In addition to the preceeding 22 per cent devaluation (see
paragraph 604), the top tariff rate has been cut from 40 per cent to
20 per cent and the 5 per cent surcharge levied on imports has been
abolished. The aim, according to the authorities, is to achieve a weighted
average tariff of 12 per cent in 1988. This is substantially below the
tariff reductions Mexico is committed to by virtue of its entry into the
GATT.
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306. On 19 December 1987, the Mexican Congress of the Union adopted the
General Import Tariff Law, which replaced, as from 1 July 1988, the Customs
Co-operation Council Nomenclature (CCCN) by the Harmonized Commodity
Description and Coding System (Harmonized System). In the conversion
process none of Mexico's bound duties were modified (thus maintaining its
initial negotiating rights). In addition to the foregoing, on
15 December 1987, a Federal Executive Decree was published in the Official
Journal which modified the tariff rates applicable to imported goods. By
virtue of this measure, as of the entry into force of the Decree, only fiue
different rates will be applied to imported goods, ranging from a zero rate,
or exemption, to 20 per cent, the highest rate in the Mexican tariff. The
five tariff rates according to the number of sub-divisions are as follows:
0 per cent (1,299); 5 per cent (2,600,'; 10 per cent (823); 1.5 per cent
(2,270); and 20 per cent (1,454). (Sixty-five per cent of imports between
January and December 1986 were in tariff headings which, at the moment,
carry rates of zero or 5 per cent.) Finally, on 1 January 1988, the customs
legislation was again amended to eliminate the previous additional
5 per cent duty applied to imports.

307. By Decree No. 74/88 of 12 February 1988, Morocco increased import
tariffs on iron and steel products as follows (old rates in brackets):
Ex 73.12, certain cold-rolled steel products 17.5 per cent (2.5 per cent);
ex 73,13, certain types of steel plates 17.5 per cent (2.5 per cent); and
73.17, iron pipes and tubes 27.5 per cent (17.5 per cent).

308. Following a series of recommendations, the New Zealand Government is
to institute a major reform of the country's tariff structure that will see
most tariffs on imported goods cut in half over the next five years. Under
the new policy announced 17 December 1987 (see also L/6205, paragraph 240):

- all tariffs on goods not subject to industry plans will be
reduced over four years under a five step formula programme
commencing on 1 July 1988 and ending on 1 July 1992. This will
mean that from 1 July 1988 current ad valorem tariffs cf 20, 30
and 40 per cent would be reduced, progressively, to 12.5, 16,
17.5 and 18.5 per cent, respectively. The major reductions in
tariff rates will occur in the earlier years for those products
currently subject to higher ad valorem rates;

- specific rates of duty are to be converted to ad valorem rates
upon the expiry of the industry plan to which they are presently
subject;

- goods covered by industry plans are to become subject to the
tariff reform programme upon the review or expiry of the industry
plan concerned, unless a clear case to the contrary can be
established at the relevant time;
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- the Economic Development Commission is to be invited by the
Government to monitor the overall impact of these decisions;

officials are to undertake, against the background of the
operation of the long-term tariff policy, separate reviews of
several subjects which form part of the overall tariff
environment. These reviews, to be with the Government by
30 June 1988, cover: Concessions Policy; the Generalized System
of Preferences; the margins of tariff preference maintained for
trade policy reasons; and import prohibitions and restrictions.

The bulk of New Zealand's industrial production not covered by industry
plans is currently protected by tariffs ranging from 30 to 40 per cent - the
highest of any developed country.

309. According to report, Niger reduced, by Decree No. 040 bis/MCI/T/MF of
22 June 1987, the tax per tonne of imported rice from FCFA 20,000 to
FCFA 10,000. In November import tariff reductions were also announced on
some 3,000 items; no details were given in the report on the announcement.

310. Rwanda: By Law No. 23/1987 of 29 August 1987, Rwanda changed the
tariff rates and taxes applied to imported products. The measure entered
into force on 1 October 1987.

311. Under Law no. 87-24 of 18 August 1987, Senegal has reduced, under
24 tariff positions, tariff rates to zero for products intended for the
production of herbicides, fungicides and insecticides, etc. For the same
products, the existing fiscal tax imposed on imports was reduced to
10 per cent.

312. In the framework of its 1987/88 budget, Sierra Leone imposed taxes on
the following imported goods: an import entry fee of 5 per cent, plus an
import licence fee of 5 per cent, both charged on the c.i.f. value of goods.
Certain products under some 24 tariff numbers are exempt from these fees.

313. By Decree of 26 December 1987, Singapore abolished import tariffs for
sugar of all kinds. The measure entered into force on 1 January 1988.

314. South Africa abolished import licensing for shoes as from
1 January 1988. However, in order to give adequate protection to the
domestic shoe industry, South Africa increased import tariffs on low-cost
shoes listed in tariff positions 64.01.15, 64.02.35 and 64.02.45, by raising
the formula duties. These new tariff rates are to remain in force until the
Authorities have completed a comprehensive investigation of the situation of
the shoe industry in South Africa; completion is expected around mid-1988
(see also Article XIX action for the range and charge in duties - L/6318).

315. In the framework of its 1988 budget, Sri Lanka introduced substantial
changes in its import tariff system, designed to increase government revenue
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by 0.45 billion SLR. The new import tariff structure is to become operative
within the next two to three years. Four import tariff rates are envisaged
with a minimum of 5 per cent, and medium rates of 15 and 30 per cent and a
maximum rate of 50 per cent. All existing duty-free goods will become
subject to a 5 per cent import duty. Goods which until now were subject to
tariff rates of 100 per cent, will pay 60 per cent until the new maximum
rate of 50 per cent enters into force. This measure particularly affects
textile imports, which so far have been subject to 100 per cent import
tariffs. At the same time, imports of yarn have been liberalized.

316. As of 1 October 1987, Switzerland imposed a tax of Sfr. 25.50 per
100 kg of imported sugar; the proceeds are for the benefit of the Sugar
Compensation Fund. As of 1 March 1988 Switzerland changed the supplementary
charge which it imposes on the price of imported cheeses as follows:

New suppl. charge Old suppl. charge
per 100 kg. gross, SFr.

Fresh cheese 270.00 220.00
Soft cheese 290.00 240.00
Hard and semi-hard cheese 290.00 230.00
Melted cheese 190.00 130.00

317. On 8 February 1988, Taiwan reduced tariff rates on 3,500 items by an
average of 50 per cent. Tariffs on passenger cars were reduced from 55 to
42.5 per cent, for trucks and buses from 58 to 50 per cent, for colour
television sets from 35 to 17.5 per cent and for video cassette recorders
from 45 to 30 per cent. Tariffs were also reduced on 480 agricultural
products for which import duties were lowered from 35 to an average of
22.6 per cent. Taiwan has been under pressure from the Un.ited States, with
which it had a trade surplus of US$16 billion in 1987, to open its market to
foreign products.

318. Thailand: On 25 November 1987, the Ministry of Finance announced a
wide range of tariff reductions. Among the products affected were: colour
televisions (from 100 to 40 per cent ad valorem); black and white
televisions (80 to 40 per cent); radios (60 to 30 per cent); certain types
of footwear with outer soles of leather or composition leather (100 to
30 per cent); cameras and lenses (40 to 10 per cent); selected men's and
boys', women's and girls' outer garments (from 100 to 10 per cent
ad valorem); etc.

319. Under the Finance Law of 1988, the Togolese authorities have
introduced a number of changes to the import tax imposed on rice, certain
types of edible oil, sugar. propane and butane gas. All the changes, except
for the last item, for which the tax was reduced to zero, represented
substantial increases of 100 per cent and more.

320. By Decree No. 87-1229 of 17 September 1987, Tunisia reduced to
10 per cent the customs duty and abolished its production tax on imports of
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the following: bovine animals for slaughter and feeding (TD Ex 01.02),
bovine meat (TD 02.01 B), and bovine offal (TD ex 02.02 D).

321. On 31 December 1987, Tunisia published its Finance Law for 1988 which
introduced changes to its tariff system. The minimum rates were increased
by 7 points (a spread of 17 per cent to 26 per cent as compared to
10 per cent to 19 per cent in 1987), the medium rates were combined to
27 per cent (in 1987 20 per cent to 29 per cent) and the highest rates were
reduced by two points (a spread of 29 per cent to 43 per cent as compared to
31 per cent to 45 per cent in 1987). The measure does not apply to those
goods whose rates were reduced to zero and to goods subject to specific
tariff changes.

322. The Turkish Council of Ministers, by Decision No. 87/12218 of
23 October 1987, lowered the import duties for a number of petrochemical
goods. As a result of this measure, import duties have been cut, by an
average of 15 per cent. Among the products affected are: carbon black
(from 10 per cent to 5 per cent); mixed polymerization products (from
15 per cent to 10 per cent); natriumhydroxid (previously 10 per cent but
now free); certain polyethylene (from 15 per cent to 5 per cent);
crystalpolysterol (from 15 per cent to 1 per cent); and polybutadien (from
10 per cent to 5 per cent) (see also Section V paragraph 391).

323. It was reported in December that the United States is proposing to
suspend import duties on digital processing units. This measure forms part
of a number of changes made in connection with the introduction of the
Harmonized System of Tariff Nomenclature (see paragraph 506).

324. It was reported in OctobeL 1987 that Uruguay had announced a
5 per cent reduction in import tariffs in respect of most products. Goods
subject to import tariffs of 50 per cent will have duties reduced to
45 per cent. Goods subject to 45 per cent import duties will now only pay
40 per cent duty, and goods attracting 35 per cent import duty will be
subject to only 30 per cent with the exception of crude oil and its
derivatives which remain the same. Goods currently subject to lower import
duties of 10 and 20 per cent will also not have a duty reduction.

325. According to reports received in December, Zaire has revised its
import duty code and has increased the duties on many goods. Previous
exemptions from import duty were abolished, with the exception of goods
imported within the framework of the investment code. A minimum tariff has
been set at 10 per cent for all imports, except for mass consumption goods,
which are subject to a duty of 5 per cent, and petroleum products for which
the duty has remained unchanged. The maximum rate of duty has been set at
60 per cent, with the exception of cigarettes and high engine-capacity cars.
A few other items, such as alcohol, mineral water. soft drinks and
alcohol-based perfumes, are subject to a 100 per cent import duty.

326. According to press reports received in early February, Zambia lowered
import tariffs on industrial machinery and spare parts by 10 per cent. The
measures were announced in the framework of the 1988 Budget.
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327. Under the Harmonized System, the new import tariff of Zimbabwe entered
into force on 1 January 1988. The new Harmonized System Tariff is revenue
neutral and rates prevailing under the old CCCN tariff (BTN) were
maintained. No escalation of tariffs took place as a result of the
Harmonized System.
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IV. Generalized System of Preferences

328. A number of significant events marked the GSP programme during the
reporting period. The EEC decided to withdraw benefits under the GSP from
the Republic of Korea. The move was reportedly made in retaliation against
the Korean authorities' refusal to allow EEC companies the same legal
protection against patent abuses as had been made available to US companies.
The United States suspended Chile's eligibility for US preferences for an
indefinite period for what were deemed to be unfair worker rights practices;
Chile has invoked the dispute settlement provisions of the GATT. Hong Kong,
Korea, Singapore and Taiwan were removed from the US programme, with a one
year grace period, on the grounds that they had reached a level of economic
development or competitiveness that would make them no longer eligible.

329. Other changes were made during the reporting period in respect of the
systems applied by Austria, the European Community, Japan, Norway,
Switzerland and the United States. Aside from administrative changes and
improvements, the European Connunity introduced differentiations in the
allocation of GSP benefits on sensitive products, overhauled the scheme for
MFA textile products apart from suspending GSP benefits for Korea. Austria
and Norway added Burma, and Switzerland added Kiribati, Tuvalu, Mauritania
and Burma to the beneficiary list of least-developed countries. Japan added
New Caledonia to its scheme, made Burma eligible to special least-developed
country benefits, and increased GSP ceiling quotas on a wide range of
industrial products.

330. Austria: With effect from 1 January 1.988, the list of products
falling under the Austrian special tariff regime for handicraft products
originating in developing countries was transposed into the Harmonized
System (L/4108/Add.30). As from the same date, the list of products falling
into Chapters 1-24 of the customs tariff which are included in the Austrian
GSP scheme has been transposed into the H.S. (Annex A of the Austrian
Customs Preference Act) as well as the list of products falling within
Chapters 25-97, which are excluded from the Austrian GSP scheme (Annex B).
On the same date, the new rules of origin under the Austrian GSP scheme also
became operative. Furthermore, with effect from 1 January 1988, Burma has
been included in the list of least-developed countries which benefit from
more favourable preferential treatment under Group II of Annex C of the
Austrian Customs Preference Act (L/4108/Add.29).

331. Canada: With effect from 1.9 November 1987, the GSP benefit was
withdrawn on Spandex yarns until 31 October 1990. On 11 December 1987, the
existing withdrawal of the GSP benefit on the colouring pigment Red Lake C
was extended for a further two-year period.

332. EEC: By a Council Regulation, dated 3 December 1987, the European
Community authorized the application, as of January 1988, of generalized
tariff preferences to certain textile products originating in a designated
list of developing countries. The allocation of preferential volumes among
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the member States has been established according to the scale contained
within the EEC's MFA framework. For details of the proposed régime
applicable to textiles, see Section I, paragraph 198, previously.

333. The 1988 scheme of the GSP of the European Economic Community shows
small economic or administrative changes and improvements, except for the
textile sector. In the industrial sector, the 1988 scheme develops the
policies defined in the Mid-Term Review of 1985 which have been
progressively implemented since 1986. It concerns, in particular, the
differentiation in the allocation of benefits on sensitive products which
led, for the first time in 1987, to six product/country exclusions of fully
competitive suppliers, namely Hong Kong (four products) and the Republic of
Korea (two products). In 1988 there were two cases concerning Korea (see
EEC/Republic of Korea, below). A 50 per cent reduction of one preferential
quota, as a first step towards differentiation, affects Hong Kong and
Romania. Less competitive suppliers however, benefit from a further
liberalization of their terms of access. The reference base in respect of
non-sensitive products is set at 5 per cent of extra EEC total imports in
1986, thus including for the first time imports from Spain and Portugal; in
some exceptional cases the percentage is reduced to 1 per cent.

334. In the agricultural field, the GSP preferential rate is reduced for
four products and the least-developed countries are granted a new product on
their special list. The scheme for MFA textile products was completely
overhauled. The preferential amounts are no longer calculated in relation
to the performance of individual countries. They are fixed as a percentage
of extra-EEC 1985 imports per category: 0.2 per cent for state-trading (the
People's Republic of China, Romania) or dominant countries (Hong Kong,
Macao, Republic of Korea), 1 per cent for the other suppliers. The
differentiation applies to major suppliers - Brazil, China, Hong Kong,
Macao, Romania and the Republic of Korea - which have reached at least
10 per cent of EC imports of a particular MFA category over a three-year
average (1983/85). The implementation of the new scheme is spread over two
years. In 1988, a 50 per cent reduction of the quota is the first step
towards exclusion. Changes from the 1987 individual differentiated amounts
towards the unified 1989 volumes are introduced by means of 50 per cent of
the difference, Globally, the 1988 offer is approximately trebled in
comparison with 1987.

335. Two new countries - Iran and Venezuala - are elgible for MFA products,
and Burma has become the tenth non-ACP least-developed country on the EEC
beneficiary list. The texts of the regulations and decisions applying to
the generalized tariff preferences for 1988 were adopted by the Council of
the European Communities on 17 November and 3 and 18 December 1987.

336. EEC/Republic of Korea: In late December 1987, the European
Community's Trade and Industry Ministers decided to suspend GSP trade
benefits for Korean exporters because Korean authorities had refused to give
EC exporters the same legal protection against counterfeiting as US
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companies have received. The measure, effective from 1 January 1988, will
cost Korean exporters an estimated 50 million ECUs (US$63.5 million) a year
in higher customs duties. Korea exported 4.3 billion ECUs (US$5.5 billion)
worth of goods to the Community in 1986, mainly textiles, microwave ovens
and electronic items. The decision marks the first time the EC has
suspended trade benefits under its Generalized System of Preferences. In
explanation, the EC has said that Korea discriminates against EC exporters,
particularly chemical and pharmaceutical companies, by not according them
the same patent protection given to US competitors on the Korean market.
The dispute started in 1986 when Korea reached a bilateral accord with the
US covering patent infringements (see L/6087, paragraph 246).

337. The GSP scheme of Japan for fiscal year 1988, effective 1 April 1988,
shows special and regular expansions of ceilings and added new beneficiaries
to its system. Ceiling quotas for 62 out of 146 industrial product groups
have been expanded by 10, 30 or 50 per cent, and the ceilings of 19 other
product groups - by 3 per cent - in accordance with the regular annual
ceiling expansion formula. Altogether, the total ceiling quota has been
expanded by about 25 per cent. The ceiling control for unwrought aluminium,
unalloyed (product group No. 131) has been changed from daily control to
monthly control. New Caledonia became a new beneficiary of the scheme and
Burma has been made eligible for special least-developed country status. In
its notification, Japan circulated a new list of industrial product groups
with information on new HS-based tariff numbers, the type of ceiling control
applied, the amount of ceiling quotas for fiscal 1988, and the quota
expansion rate (L/4531/Add.16).

338. According to Japanese press reports, the Japanese Foreign Minister has
said that not only will Japan continue its policy of improving and enlarging
its GSP scheme but it will also not follow the US precedent in graduating
certain of the newly industrializing countries.

339. Norway notified GSP-related import data for the years 1983-86 and
added Burma to the list of least-developed developing countries which enjoy
duty-free treatment for all products in the GSP scheme (L/4242/Add.28 and
29).

340. Switzerland notified detailed statistical data on imports in 1986 from
individual GSP beneficiaries and reported that the exports of the
least-developed countries to Switzerland reached SFr. 83 million in 1987
(1986: SFr. 80 million). The Federal Council adapted to the Harmonized
System Annex 1 and 2 of the Ordinance of 26 May 1982, establishing
preferential customs duties in favour of developing countries and added
Kiribati, Tuvalu, Mauritania and Burma to the list of least-developed
countries (L/4020/Add.15).

341. On 24 December 1987, the US President indefinitely suspended Chile
from the GSP programme because of its worker rights practices. Chile's
suspension from the programme will take effect from 29 February 1988.
According to the US Trade Representatives' Office, about US$60 million worth
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of Chilean exports to the United States came in annually under the
programme, representing less than one-eighth of the US$800 million in total
annual US imports of Chilean goods. The suspension of Chile marks the
second time that a country has been indefinitely suspended from the
United States' GSP programme for such practices. In January 1987, Paraguay
was indefinitely suspended from the programme for its worker rights record,
while Romania and Nicaragua were removed from the programme altogether (see
L/6289, paragraphs 200-201). Chile has said that the US action is
inconsistent with the CONTRACTING PARTIES' Decisions concerning the
Generalized System of Preferences and the Enabling Clause and has invoked
Article XXII:1 consultation procedures (L/6298).

342. United States/Hong Kong/Republic of Korea/Singapore/Taiwan: The
US President decided, on 29 January 1988, based on authority under the Trade
Act of 1984 (see paragraph 346 following), to remove with effect from
1 January 1989, Hong Kong, Singapore, the Republic of Korea and Taiwan from
the list of 141 developing nations enjoying duty-free access to the US
market under the Generalized System of Preferences. The action will, it is
estimated, affect around $10 billion of the four countries' combined annual
exports to the United States and will result in the imposition of tariffs
averaging 5-6 per cent. The basis for the President's decision was the
remarkable economic success of these four beneficiaries and their
outstanding trade competitiveness.

343. The United States trade deficit with the four grew from us$30.7 to
$37.2 billion between 1986 and 1987. The Republic of Korea, Hong Kong and
Singapore protested the Decision noting, inter alia, that the m.f.n. waiver
granted for the GSP in 1971 (BISD 18S/24) and extended under paragraph 3 of
the provisions of the Enabling Clause (BISD 26S/203) required that GSP
benefits be provided on a generalized, non-discriminatory and non-reciprocal
basis.

344. United States: Statistics showing United States imports during the
first 10 months of 1987 from countries eligible for the Generalized System
of Preferences were released on 15 January 1988 by the US Trade
Representative's office. The statistics were provided to give the American
commercial sector and beneficiary developing countries a chance to comment
on whether certain countries and/or products should be graduated from the
GSP, and whether certain other previously removed goods from the Programme
should be reinstated. The data covered United States' imports of
GSP-eligible goods from such countries as Argentina, Brazil, Colombia, the
Dominican Republic, Ecuador, Hong Kong, India, Jamaica, Mexico, Singapore,
the Republic of Korea, Taiwan, Thailand, Trinidad and Tobago, Turkey,
Venezuela and Yugoslavia.

345. The statistics were presented according to four criteria:

- List I, which shows GSP-eligible articles for which countries
have already exceeded "competitive need" limitations, defined as
when a country has already supplied us$76,096 million of the
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product to the United States' market, or when a country that was
previously found to be "sufficiently competitive" with respect to
the product has exported US$29.7 million to the United States'
market;

- List II, which shows specific GSP-eligible articles for which
countries are approaching the competitive need limitations.
Countries falling under this category have exported either
US$59 million of that product to the United States between
January and October 1987, or have accounted for 47 per cent or
more (by value) of all United States' imports of that product.
For sufficiently competitive countries, "approaching" is defined
as exporting over 22 per cent of total United States' imports of
that product during the first 10 months of 1987, or
US$23 million;

- List III, which shows specific GSP-eligible articles for which
countries, despite accounting for over 50 per cent of the value
of total United States' imports of a given article, may remain
GSP eligible under the de minimis waiver. The waiver, applied by
Presidential discretion, allows a country to be waived from the
acceptable percentage requirement if the total value of
United States' imports from the world of the article in question
remained under US$8,936 million during the first 10 months of
1987;

- List IV, which shows specific products that are currently
ineligible for GSP treatment, but could be eligible for
reinstatement under the President's discretionary authority. In
order to be eligible, the country must not have accounted for
more than 50 per cent, or 25 per cent in the case of a
sufficiently competitive country, of the value of United States'
imports for any of its GSP-eligible products, and must not have
exceeded the competitive need limit for any of these goods during
the first 10 months of 1987.

Any comments thereon had to be sent to the GSP Sub-Committee of the Office
of the US Trade Representative by 8 February 1988.

346. Under the Tariff and Trade Act of 1984, the President can remove
countries from the GSP programme if a recipient is not making progress in
treating its workers fairly, as defined by United States' law, or if a
recipient has demonstrated a level of economic development or
competitiveness that would deem it no longer eligible; the President can
also decide to waive the removal or suspension of a particular country from
the programme based oil its worker rights practices if he determines it to be
in the national economic interest. Other than in the instance of worker
rights, however, the US has only removed countries from the programme on a
product-by-product basis (see, for example, L/6289, paragraphs 197-199).
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347. According to an announcement in December 1987 from the Office of the
US Trade Representative, molybdenum oxide and ore has been removed from the
GSP duty-free list "based on the competitiveness of GSP supplying countries
and the economic difficulties experienced by the domestic industry". Among
Western Hemisphere countries, Canada and Mexico supply molybdenum to the
United States.

348. It was reported in April 1988 that imported products valued at
US$1.2. billion in 1987 will no longer be eligible for duty-free treatment
after 1 July 1988. This amount includes US$171 million of imports cancelled
as a result of petitions filed by US industry groups which requested the
graduation of a particular country's products. The remaining US$945 million
were removed from the GSP system because they were from countries that had
exceeded statutory limitations in duty-free treatment (competitive need
limits) during 1987. The countries affected are Argentina, Hong Kong,
Indonesia, Israel, Republic of Korea, Mexico, Singapore, Taiwan and
Thailand. In addition, the United States added 14 new items to its GSP in
response to requests from beneficiary countries and US importers. The 1987
value of GSP trade in these items was over US$40 million. Furthermore,
total US GSP duty-free imports increased from US$13.9 billion to
US$16.3 billion during 1986-87, or by over 17 per cent.

349. Global System of Trade Preferences (GSTP): At a Ministerial level
meeting in Belgrade in early April, 48 developing countries adopted the
agreement setting up the GSTP. The agreement, which establishes a framework
of rules under which countries will exchange concessions on tariffs, other
border practices, regulations, etc., that restrict imports, will come into
effect 30 days after 15 states (which must include representatives of all
three regions, Africa, Asia and Latin America) have ratified it. In a
preliminary round of negotiations before the Ministerial level meeting, the
48 countries reportedly granted one another tariff concessions on more than
1,300 products.
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V. Quantitative Restrictions and Other Non-Tariff Measures

350. The number of quantitative restrictions and other non-tariff measures
noted during the period under review has increased compared to the previous
six-month period and to the same period one year earlier. While a number of
quantitative restrictions were liberalized, they were somewhat outweighed by
imposing new restrictions on the flow of trade.

351. Import measures notified to the GATT are listed in Appendix I.

352. By Decree No. 87.98 of 17 April 3987, Benin imposed a licence tax of
0.85 per cent on the c.i.f. value of goods. Previously, Benin had
reportedly abolished import monopolies (except for petroleum products),
while making the goods previously imported by such monopolies subject to
prior import authorizations.

353. According to information received during the reporting period, Brazil
published, on 21 September 1987, a revised list of products for which import
licensing has been suspended. Import restrictions were lifted on more than
5,000 products, including foodstuffs, alcoholic drinks, certain textiles and
machinery and other equipment (see also L/6205, paragraph 260).

354. According to information received in January, the Commission of Tariff
Policy of Brazil approved an import quota of 15,000 tonnes of palm stearin
with the import duty reduced from 70 per cent to 10 per cent, as well as an
import quota of 70,000 tonnes of imported tallow for the period 31 July to
31 December 1987. Subsequently, the Commission took similar action with
respect to 10,000 tonnes of palm stearin and up to 20,000 tonnes of tallow
for the period 9 March to 30 June 1988.

355. According to a Decision published on 22 February 1988, the authorities
of Burkina-Faso require importers of pneumatic tyres for mopeds to buy
75 per cent of their requirements from local production. Imports of tubes,
other than those produced from sources within the West African Economic
Community, are prohibited.

356. As of 5 February 1988, imports of glue became subject to a prior
import authorization issued by the Cameroon Ministry of Commerce and
Industry.

357. By Decree No. 87/295 of 9 October 1987, the Central African Republic
made all imports of sugar subject to a prior import authorization by the
Ministry of Commerce and Industry but only after a judgement thereon has
been made by the Socifte de gestion de sucrerie centrel africaine.

358. As of 1 October China made imports of carbonated, non-alcoholic
drinks, including soft fruit drinks subject to its import licensing system
which covers a wide-range of products. Carbonated drinks which can be
produced in China will no longer receive import permits; drinks which
cannot be produced locally and which are important for the tourist industry
may, however, be imported.



C/W/548
Page 96

359. As of 1 July 1988, China will introduce a new licensing system for
medicinal imports. Foreign medicine exporters will have to apply to the
Ministry of Public Health for a licence, sending samples of their products.
The purpose of the measure is to stop the import of inferior medicines and
to upgrade the supervision and administration of imports.

360. According to reports received in November, China announced new
restrictions on car imports and joint ventures for the assembly of foreign
cars. the new controls became necessary because certain provinces had
increased imports of cars and parts thereof and had signed assembly line
contracts with foreign companies. Only long-term government-to-government
trade agreements are exempted from the new restrictions (see Also Section I,
paragraph 131).

361. It was reported in March that Colombia has abolished the requirement
for import permits for goods of 79 tariff positions. The goods are
contained in Chapters 29 (organic chemicals) and 38 (various products of the
chemical industry.

362. According to information received in mid-October 1987, the Congo
prohibited, by General Information Notice No. 68/87 TA/AS dated
18 July 1987, imports of hygienic paper (Ex 48.15) and towels (TD 48.21.15).

363. It was reported in December 1987 that by Decision to Importers
No. 87.003 of 14 August 1987, the Côte d'Ivoire has made imports of hardware
(TD 83.01, 83.01.90 and 83.02) subject to the regime of import intention
with prior authorization. As a result, an import request must be
accompanied by a delivery coupon of similar products manufactured locally
corresponding to 50 per cent of the importer's requested need.

364. By a Decree dated 21 January 1988, the Côte d'Ivoire has prohibited
imports of second-hand motor vehicles for the transport of persons, used
tyres, tubes and spare parts. The import and resale of passenger cars by
individuals for their personal use has been made subject to a prior
authorization of the Ministry of Commerce.

365. It was reported in January that Ecuador had issued a new Monetary
Board Regulation according to which an importer must deposit with the
Central Bank either 50 per cent or 80 per cent of the c.i.f. value of the
goods, depending on the products in question, before an import licence can
be issued.

366. Egypt has restricted imports of heavy tractors and parts for
motorcycles. The restriction, based on Decree 416/1987, was published in
the Official Journal No. 222 of 1 October 1987. Exceptions to the
restriction in. the case of heavy tractors (tariff no. 87.01/c/l/a) concern
imports by the government-owned El-Nasr Automotive Co. when in the form of
knocked-down kits. As far as parts of motorcycles are concerned imports are
confined to approved factories and assembly lines.
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367. In October 1987, it was reported that Egypt had prohibited certain
imports of detergents prepared for retail sale.

368. According to reports received in November, the EEC increased the
Community duty-free tariff quota for high-carbon ferro-chrome from
220,000 tonnes to 400,000 tonnes. This increase resulted from a higher than
expected demand from the Community's steel industry.

369. The European Economic Community published a number of Council and
Commission Regulations during the period under review which opened Community
tariff quotas for Chinese cabbage (Council Regulation (EEC) No. 34445/87)
and fresh table grapes (Council Regulation (EEC No. 3446/87) originating in
the Canary Islands; for concentrated pear juice originating in Austria
(Council Regulation (EEC No. 3447/87); for strawberries (Commission
Regulation (EEC) No. 3058/87) originating in the African, Caribbean and
Pacific States or the overseas countries and territories; for certain wines
from Tunisia (Council Regulation (EEC) No. 3619/87); for imports into Spain
of beef and veal (Commission Regulation (EEC No. 3961/87); for meat of
domestic rabbits (Commission Regulation (EEC) No 3694/87); for imports of
pig meat products into Portugal from third countries (Conmlission Regulation
(EEC) No. 3718/87) and from Spain (Commission Regulation (EEC) No. 3719/87);
for imports into Spain of pig meat products from third countries (Commission
Regulation (EEC) No. 3717/87); for certain types of concentrated grape
juices originating in Cyprus (Council Regulation (EEC No. 499/88); for
certain wines of fresh grapes originating in Cyprus (Council Regulation
(EEC) No. 500/88).

370. Furthermore, the Community introduced surveillance of imports of
certain iron and steel products covered by the ECSC Treaty and originating
in non-member countries (Commission Recommendation No. 3451/87ECSC) for the
period 1 January to 31 December 1988.

- Commission Regulation (EEC) No. 3928/87 amended and extended the
period of validity of the Regulations on Community surveillance
of imports of certain textile products originating in Malta,
Egypt and Turkey until 31 December 1988.

- Commission Regulation (EEC) No. 3963/87 extended the Community
surveillance of imports of certain products originating in Japan
until 31 December 1988.

- Commission Regulation (EEC) No. 346/88 introduced special
surveillance of imports of dessert apples from third countries as
of 14 February 1988 (see paragraph 373).

371. The European Economic Community took emergency action under the
provisions of Article XIX in respect of imports of certain frozen squid,
uncleaned, of the genera Loligo and Illex, felling within the sub-headings
ex 03.03 B IV(a)(1)(aa) and 03.03 B IV(a)(l)(cc) of the Common Customs
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Tariff. Under this measure, which is in force as from 20 November 1987,
release of this product to the Community market is suspended until
31 October 1988, with the exception of imports that observe the reference
price. The measure does not apply to products in respect of which there is
evidence that they had already been dispatched to the Community prior to the
date on which the measure took effect.

372. Imports of the above-mentioned squid into the Community market rose
from 33,400 tonnes in 1986 to 78,000 tonnes in the first ten months of 1987.
The abnormally low prices of the product had seriously jeopardized the
marketing of like Community products, thus causing serious injury to
producers (L/6271).

373. According to a notification received in April 1988, the EEC has
introduced an import quota based on Article XI, largely affecting imports of
apples from Southern Hemisphere countries (see also paragraph 370 and L/6329
and L/6339).

374. European Economic Community(Spain): By a decision announced in
Circular No. 12 of the Office of the Secretary for Trade, published in the
Official Journal of Spain of 8 March 1988, the Spanish authorities extended
to tin plate the measures already applied under Article XIX to imports of
certain steel products (L/6179/Add.5).

375. It was reported in November 1987 that India has issued an Open General
Licence whereby goods manufactured in free-trade zones, export-processing
zones, and 100 per cent export-oriented units, are permitted to be imported
into the Domestic Tariff Area. Imports for a wide range of products remain
restricted either through quotas and/or import licensing.

376. The Indian government announced on 30 March further liberalization of
import and export controls as part of its foreign trade policy for the next
three years. The main object of the long-term policy is the modernization
of Indian industry by permitting relatively freer imports of capital goods
and machinery so that its international competitive position improves and
the country's exports can increase. The new policy removes controls on the
import of 745 more items, although most of the capital goods so freed are
those essential for the economy. The main stimulus to modernization in
industry reportedly comes with the addition of 99 items of industrial
machinery in the list of capital goods that can be imported without
restriction. (These are mainly machinery used in the electronics sector,
the silk industry and tea industry.) The new policy also relaxes controls
on the import of computers, while controls on import of a number of raw
materials, components and consumables have been withdrawn.

377. It was reported in November 1987 that Kenya had conducted a review of
its import licensing mechanism with a view to reducing barriers to trade.
As a result of the exercise, import licenses for raw materials are
reportedly now being granted on a weekly basis.
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378. According to reports in February, the Republic of Korea has decided to
abolish import restrictions in respect of 145 products as of 1 April 1988.
Restrictions on imports of 20 agricultural products are, however, to be
maintained (see also L/6289, paragraph 243).

379. By Notice No. 1 - MC/DGGE of 4 January 1988, Madagascar modified the
list of products subject to import prohibition or to import licensing.

380. Mexico has removed wines and spirits from the list of products subject
to import licensing. The new list was published in the Official Journal on
30 October 1987. Mexico exempted eight tariff sub-divisions of the General
Import Tariff from the prior licensing requirement. The new list was
published in the Official Journal on 4 December 1987. As a result of this
measure, as at 31 December 1987, only 329 sub-divisions out of 8,459 which
the tariff comprises still required licenses; by value they represented
23.6 per cent of imports in 1986 (see also L/6305).

381. As of 1 January 1988, Morocco instituted a 12.5 per cent fiscal levy
on imports in place of the existing special import tax of 7.5 per cent and
the customs stamp duty of 5 per cent (see also L/6223).

382. It was reported in February that Nigeria had liberalized imports of
raw logs and prohibited imports of barley, malt, aluminium sulfate and
re-constituted tyres. Other prohibited imports include such items as canned
fruit, fruit juices, cigarettes and plywood.

383. According to report, the Philippine Government will complete the first
phase of its import liberalization programme by the end of April 1988,
lifting non-tariff barriers on 129 items including fresh fruits, iron and
steel products, synthetic resins, refractory products and various textiles.
The Government has stated that imports under the second phase will
definitely be liberalized by 31 December 1989; 104 items would be involved
including diesel engines for trucks, glassware and silverware under the
"A" list. The "B" list of 455 itmes is still pending.

384. By Decree No. 87-1532 of 15 December 1987, which entered into force on
1 January 1988, Senegal abolished prior import authorizations for a number
of goods. They include certain mineral oils, soap, matches, insecticides,
certain polymerisation products, certain types of paper, certain, batteries
and electric accumulators.

385. With effect from 1 April 1988, Singapore lifted the quota imposed on
imports of airconditioners (the measure was previously maintained on
ex-CCCN 8412 airconditioners not over 9000 k/cal).

386. As of 1 December 1987, Sri Lanka abolished the compulsory export
licenses for coconut and coconut products. The measure had been in force
since 1968. Only eleven items now require export licences. The export
floor price scheme was abolished in January 1988. Import licenses continue
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to limit other tropical products including unmanufactured tobacco, used
tyres and plywoods.

387. By Royal Ordinance of 11 December 1987, Sweden liberalized imports of
fresh apples during the period 28 December 198 co 30 June 1988.

388. According to trade sources in November 1987, Trinidad and Tobago
banned imports of garments from countries not members of CARICOM. Import
licenses are to be issued only for those items which are not produced
locally. The measure, reportedly, has been taken in order to encourage
local production.

389. According to a report received in November 1987, Tunisia, by Decision
No. 729 of 29 September 1987, made imports of the following goods subject to
a prior import licence: chlorhydric acid (TD Ex 28.06), chlorsulferic acid
(TD Ex 28.06), nitric acid (TD EX 28.09), chemically pure nitric acid
(TD EX 28.09), sulfonitric acid (TD EX 28.09), liquified ammoniac
(TD EX 29.16), ammoniac solution (TD EX 29.16). Goods passing customs
procedures were also made subject to a visa by the Director of Comnerce (in
respect of import certificates).

390. Tunisia published, in the Offical Journal of 5 February 1988, a
Decision modifying foreign trade and payments Decision No. 10. Imports
without formalities are now possible in respect of parts and accessories for
the exclusive professional or personal use of the importer. Parts and
accessories for assembly are now contained in the list of goods which may be
imported freely. Goods in warehouses or for temporary admission may be
liberalized for consumption on the basis of a licence or an import
certificate, depending on the applicable import regime.

391. The Turkish government has moved closer to its aim of full
liberalization of the country's import regime with a sweeping series of
tariff cuts. According to a Government announcement in January 1988, the
list of imports requiring prior approval has been cut by two-thirds to
33 items, and a ceiling set on all customs duties of 50 per cent. This
means that almost anything can be imported, except for arms, ammunition and
narcotics, and items barred by special legislation. Tariffs, as a result of
the new Programme, have been skewed towards raw materials, domestic
industry, and agriculture. Heavy cuts havc: been made in tariffs for raw
materials for chemical production. In addition, certain categories of
phosphate, nitrogen and potash fertilizers can now be imported duty-free,
although a surcharge will be made, which will go towards the Government's
special development funds. In order to protect domestic manufacturing
industry, the imports regime for luxury and consumer goods remains little
changed. The authorities suggested that, as a result of the decree, the
proportion of imports needing licences would drop from 10 to 4.5 per cent.
A degree of protection will remain, however, on many luxury goods, including
cosmetics, ready-to-wear clothing, shoes, porceLain, furs, chandeliers and
other goods deemed to compete with Turkish products. In addition, export
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tax rebate subsidies were also cut; there was no change in the price
support programmes maintained for tobacco, rice and tea.

392. Turkey announced in January 1988 a series of trade and budget
measures. Restrictions on more than 75 classes of imports were lifted and
only 33 items like guns or drugs will need permits. According to the
Government's decree, the measures are aimed to help Turkish industry to
compete, reduce contraband, and minimize bureaucratic delays. The
Authorities suggested that, as a result of the decree, the proportion of
imports needing licences would drop from 10 to 4.5 per cent. A degree of
protection will remain, however, on many luxury goods, including cosmetics,
ready-to-wear clothing, shoes, porcelain, furs, chandeliers and other goods
deemed to compete with Turkish products (see also paragraph 322).

393. It was reported in January 1988 that Uganda had prohibited imports of
all foreign beers.

394. United States/Japan/EEC: Early March 1988, both the United States and
Japan notified, under the agreed surveillance procedures for the Uruguay
Round, quantitative restrictions maintained by the EEC. The submissions
noted that the member States of the European Community maintain quantitative
restrictions at the national level, which either predate the formation of
the Community or the member States' accession to the Community. These
quantitative restrictions, applied to over 1,000 industrial and agricultural
items, have been notified by the Commission for years. Listings of the
products covered can be found in the Official Journal of the European
Communities, Number c 37; of 16 February 1987; and in GATT document
L/5936/Add.5 of 5 March 1987, "Information Document from the Delegaticn of
the European Communities: List of Non-Tariff Restrictive Measures Applied
by Portugal and Spain before and after their Accession." Other "rollback"
notifications made to the GATT have been far less extensive in their scope.

395. According to trade reports in November 1987, Zambia has prohibited all
imports of certain oils and greases which can be produced domestically. The
measure has been taken because Zambia's production facility for such
products has only been used to 25 per cent of capacity.

396. On 16 December 1987, the Zambian government withdrew "no funds
involved" import licenses issued during the foreign exchange auction period
(see L/6205, paragraph 387) following, according to the official statement,
gross abuse by most importers. All the licenses, including those which were
recently renewed for three months, must now be surrendered to the Ministry
of Commerce and Industry "for review and appropriate policy decision
thereafter". The Ministry explained that the recall of the licenses was in
line with a Presidential directive of 6 December 1987 when President Kaunda
called on relevant State organs to end shortages of essential goods. It was
also in conformity with the objectives of the new economic recovery
programme announced by President Kaunda on 1 May, when the government
abandoned the IMF-backed restructuring programme.
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VI. Government Aids, Subsidies, Anti-Dumping and Countervailing Actions

397. Trade tensions caused by subsidies in the agricultural sector have
been referred to in Section I(i). Few changes on the subsidies front have
been noted with respect to the industrial sector. The dispute continued
between the European Community and the United States on subsidies granted to
constructors of civil aircraft, notably Airbus.

Subsidies

398. Brazil: The income tax exemption that had been in place since 1979
for exports of manufactured goods was repealed by the Brazilian government,
effective 1 January 1988. Exporters will now pay the tax on profits arising
from exports of manufactured goods at the rate of 3 per cent in 1988 and
6 per cent in 1989. The Government originally set the tax rate at
35 per cent of export profits but, after a strong reaction from exporters'
associations, it announced on 30 December the above reduced rates. The
income tax rate for manufactured goods is 35 per cent on the profits up to
US$343,000 and 45 per cent over profits exceeding that amount. The new tax
on exports was part of a fiscal policy measure that the Government decreed
in December 1987 to reduce Brazil's 1988 budget deficit.

399. Canada: In 1987, Canadian farmers received aid amounting to about
CAN$ 4 billion in direct cash payments from the Federal Government. This is
a substantial increase over the CAN$ 2.9 billion aid level in 1986. The
subsidies and provincial aid programmes were especially designed to help
Canada's Western grain economy keep afloat in what were reportedly the worst
ccnditions farmers have faced since the Great Depression. According to
local reports, about 35 per cent of the average farmers' income in Canada
goes to debt service and at least 10 per cent of Western Canada's grain
farmers are in serious financial difficulties (see Section I paragraph 38
for details).

400. During the reporting period, China introduced subsidies to sugar beet
and sugar cane producers (see Section I paragraph 44).

401. On 15 October 1987, the European Parliament in Strasbourg adopted a
resolution condemning the United States Administration over its attacks on
Airbus subsidies. The resolution stated that the US complaint was "ill
advised due to the fact that American manufacturers continued to dominate
the market arid benefit from considerable government subsidies". In
addition, the Parliament identified the existence of the US Export-Import
Bank as a major advantage for US firms and called on the EC Commission to
examine whether "it would be possible to offer truly European-wide financial
coverage and guarantees for Airbus projects, including the creation of a
European Eximbank".
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402. In November 1987, the EC Commission issued Regulation No. 3665/87
laying down common detailed rules for the application of the system of
export refunds on agricultural products.

403. In January 1988, the Commission announced the award of aid totalling
200,354 million ECUs from the Guidance Section of the European Agricultural
Guidance and Guarantee Fund for a series of projects for the processing and
marketing of farm products, improving infrastructure, and for forestry.
Spain, Portugal and France are the biggest beneficiaries of this second
round of grants. Northern Ireland has been awarded an extra
1,787 million ECUs for seven projects for processing and marketing animal
feed. Belgium received a separate award of 26,362 million ECUs for a
project to set up an experimental potato centre in the South East under the
Belgian integrated development programme for less-favoured areas, launched
in 1981. Finally, about 23.5 million ECUs have been granted for
infrastructure projects and forestry in France under the Integrated
Mediterranean Programmes (IMPs).

404. In December 1987, the Commission closed an inquiry into the
compatibility, under the Treaty of Rome, of a FF 250 million loan from the
now defunct Fonds Industriel de Modernisation (FIM) to Thomson
Telecommunications. The loan was used by Thomson subsidiaries to finance
investments in new communication systems, video-communications, and high
technology cellular radio phones. The Commission concluded that the aid has
been used to further development in a crucial high technology area without
causing undue disturbance tn free competition within the Community. It
therefore decided that the EEC Treaty's ban on aids which threaten to
distort competition (Article 92) has not been contravened and approved the
aid scheme.

'.05. The French Government granted in 1987, FF 804 million of subsidized
loans to eight steel companies in Northern and Eastern France. The
programme focuses on small and medium-sized enterprises and has a low aid
intensity. The job-creating value of the subsidy programme influenced the
Commission's decision to exempt it from the EEC Treaty's ban on state aids
(Article 92).

406. The Commission sanctioned, on 29 March, the French Government's
subsidies and loan write-offs in favour of Renault, provided that no further
aid is granted to the company, its restructuring programme is continued
until 1990 and its status changed from a state agency to a normal commercial
company by the end of the year.

407. An Italian Regional Law granting state aid to the fisheries sector in
Sicily is the subject of an official inquiry by the Furopean Commission.
The Law, which provides for interest-rate subsidies on loans for up to three
years for the storage of raw materials and finished products by undertakings
engaged in the preservation and treatment of fishery products, is alleged to
be breaching the EEC Treaty's State aids ban.
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408. An Italian aid package to Sicilian ship-repairing facilities, has also
become the subject of an investigation under Article 93.2 of the EEC Treaty.
The package, notified to the Commission in June 1987, comprises direct aid
totalling 100.7 billion Lire for the completion, modernization and expansion
of ship-repairing facilities. Special rules under the sixth Shipbuilding
Directive allow the Commission to examine shipbuilding aid on a case-by-case
basis, in order to preserve the sector's competitive balance while allowing
state funding for general investment only when it is accompanied by measures
to reduce capacity.

409. The Commission approved, on 16 December 1987, a revised programme
whereby, in an adjustment to EEC competition policy, the West German
Government will undertake, inter alia, for the coming three years, to reduce
the share of projects eligible for regional and from 45 to 38 per cent; the
permitted assistance for joint Federal/Lander projects from 25 to
23 per cent of the cost; and that for projects solely backed by Lander
governments, from 15 to 8 per cent, subject to individual approval by the EC
Commission.

410. Following the previously announced consensus in the West German steel
industry, the two sides of the domestic hard coal industry agreed, on
11 December 1987, to cut production capacity by 20 per cent until 1995, with
an expected loss of about 30,000 jobs. To ease social hardship, the quota
of subsidized coal exports is to be raised during this period.

411. The coal industry of Germany will benefit from state aid amounting to
DM 4,147 million in 1988. In January 1988, the European Commission approved
a package of subsidies submitted by the West German Government.
DM. 13.5 million of it will go to hold prices for coal and coke destined for
steel plants down to world market levels - in order to remain competitive
(22.5 million tonnes of West German production will benefit from this price
support mechanism). The remaining aid will be spent as follows:
DM 337 million will cover social costs; DM 175 million will fund premiums
for miners working underground; DM 115 million will be reserved for
investment, while DM 20 million will contribute towards pay-offs resulting
from rationalization measures.

412. In November 1987, the Commission approved aid to the West German
shipyard of Lindenau, earmarked for production, finance investment and
vocational training. The shipyard went into receivership in February 1987,
and filed for bankruptcy in July 1987. It has now been reborn under a new
guise and with new money from the Schleswig-Holstein authorities. As the
new company will concentrate on machine construction, overall shipbuilding
capacity will be reduced thereby. Aid schemes to shipbuiling in France and
the Netherlands have also been approved by the European Commission in
March 1988. The two member States have given a formal commitment not to let
the aid exceed 28 per cent of the value of each contract, as the Sixth
Council Shipbuilidng Directive (adopted on 26 January 1987) demands. This
percentage figure, which is subject to annual reviews, is calculated to
bridge the gap between the most competitive European and South East Asian
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prices, so that the EEC's most efficient producers can ward off cut-price
competition essentially from Japan and the Republic of Korea (see Section IX
paragraph 561). The French aid will fund building, conversion and
procurement costs, while the Dutch scheme will finance general production.
Further schemes to help pay redundant workers in seven French shipyards have
also been passed by the Commission, as have other research-related projects.

413. Also in November 1987, the Commission approved a government programme
of the United Kingdom to halt the decline in the number of merchant seamen.
The programme will cost around £3.1 million, which will be spent as aid to
British shipping companies to help finance the training of cadets. A
further £3.45 million will be directed each year to owners of ships flying
the Union Jack, in order to pay for the periodic return of crewmen working
in distant waters. The aid which the UK Government has been licensed to
grant is to ensure that recruitment is restored to the level necessary to
maintain the merchant fleet. The Commission has approved the programme,
given that it is in harmony with the EEC's aims to maintain its merchant
fleet, which has already been reduced in tonnage by 40 per cent since 1980.

414. The European Commission announced in March that it would investigate
the UK Government's plans to write off debts and accumulated losses (around
£1.1 billion) incurred by the UK car firm Rover before it is taken over by
British Aerospace. Such state aid is alleged to contravene Article 92 of
the Treaty of Rome. Reportedly, the UK Government hopes to be treated
sympathetically by the Commission, claiming this will be the last of its
financial involvement in the UK's vehicle industry. The Commission has
generally adopted a strict approach on State subsidization of the EEC's
automotive industry.

415. In October 1987, the European Commission gave its conditional approval
to the operations of the Greek State-owned Business Restructuring
Organization (BRO) which bolsters companies in severe financial straits by
converting their debts into capital. The Commission closed the
investigation it had opened in November 1986 following allegations from
trade associations and other member States' Governments that the BRO, set up
under Greek Law No. 1386/1983, broke EEC rules on state aids (Article 92 of
the Treaty of Rome) by providing unfair subsidies. The Commission took the
view that the BRO's participation in the capital of Greek companies, and
granting loans to them, constituted unfair state aids, in violation of EEC
Treaty rules. However, in view of Greece's fragile economy, and the efforts
that the Government has been making to remedy the situation through an
austerity programme, the Commission has granted the BRO an exemption on the
grounds that it constituted an "aid to remedy a serious disturbance in the
economy of a member State (Article 92(3)(b))"; Protocol 7 of the Greek
Accession Treaty has also been taken into account.

416. In October 1987, the European Commission made available the sum of
2 billion ECUs to the "Specific Development Programme for Portuguese
Industry" (PEDIP) over the next five years. The Programme has four
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priorities: (i) modernizing the basic infrastructures, (ii) improving
vocational training, (iii) financing productive investment, and
(iv) creating special initiatives to raise productivity and modernize
enterprises. The Programme, devised jointly by the Portuguese government
and the EEC, aims at "harmonious integration of the Portuguese economy into
the EEC". The need for such an "harmonious" integration has been recognized
in Portugal's Accession Treaty. The "PEDIP" provides for combining the
various categories of Community resources (aids and loans) and calling the
different types of development strategies - productive investment and
training, recruitment of instructors and building of training centres,
improvement of companies' own resources and modernizing the banking network
- into play right from the start. Half of the 2 billion ECUs released for
the PEDIP will be covered by subsidies from the EEC's various structural
funds (especially the Regional Fund). The other half will consist of
European Investment Bank (EIB) and New Community Instrument (NCI) loans. As
of 1988, 400 million ECUs will be available for use (including 200 million
under the structural funds) to launch operational programmes.

417. In December 1987, the Portuguese Government informed the European
Commission of its intention to grant aid in order to restructure the steel
company, Siderurgia Nacional. The aid is expected to enable the Portuguese
company to carry out investments and to cover operating losses and debt
charges until the end of 1990. The Commission approved the aid proposal,
subject to certain conditions, including close monitoring of the
implementation of the restructuring plan.

418. A new advisory scheme set up in the United Kingdom to promote better
management and investment in small- and medium-sized enterprises was
approved by the EC Commission in January 1988. Under the programme,
companies may apply for grants of up to 50 per cent of the cost of
consultancy work. The scheme will have an initial budget of £70 million
(102 million ECUs) for the 1988/89 financial year, rising to double those
figures for 1990/91.

419. The European Community agreed to grant more than US$230 million to
obtain an agreement with the Soviet Union on grain exports. In order to
allow traders to sell more than 1.4 million tons of grain to Moscow, the EEC
fixed a total subsidy of 132 ECUs (US$167) a ton for the grain. The subsidy
means that the Soviet Union will pay the equivalent of US$59 a ton for
barley and US$69 a ton for wheat. The decision further intensified a
subsidies battle between the EEC and the United States over the Soviet grain
market. The United States lost its leading position in the Soviet market
following an embargo on grain sales to the Soviet Union in 1979 (see also US
offer, paragraph 426).

420. India: The Indian Government announced, in December 1987, that it
would subsidize the exports of steel plates from the steel mill Bhilai. The
subsidies are required since the domestic cost of Rs 5,700 per tonne is
significantly higher than the competitive export price of Rs 4,500.
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Subsidized steel exports are expected to reach about 100,000 tonnes in the
first quarter of 1988.

421. Malaysia: According to a report, the Government grants large
subsidies to the Malaysian automaker Perusahaan Otomobile Nasional, the
manufacturer of Proton Saga cars, designed by Japan's Mitsubishi Corp. The
company is 70 per cent state-owned, with Mitsubishi holding Proton's
Japanese shares. The company is estimated to be losing about US$15 million
a year. Proton's popularity on the domestic market is reported to be helped
by the Government's taxation system which discourages competitors - a
35 per cent duty on foreign cars assembled in Malaysia from imported
component parts, and a range of duties beginning at 100 per cent on
fully-built imported cars. The Proton is exempt from the duty, though half
its parts and components come from Japan. Total export sales of the company
- mostly to countries such as Brunei, Malta and New Zealand - are very low;
reportedly, there are plans to export Proton Saga cars to the US and the
UK market towards the end of this year.

422. Nigeria: According to a report in November 1987, the Government plans
to gradually phase out, over a seven-year period, fertilizer subsidies.
Nigeria's agricultural production during the past two years had been largely
promoted by such subsidies. The progressive abolition of subsidies on
petroleum products initiated in the January 1986 budget, will continue as
well. Both the IMF and the World Bank have reportedly urged an increase in
domestic petrol prices to boost government revenues.

423. Turkey: According to reports, subsidies for fertilizer purchases in
1987 totalled TL 346,000 million (US$300 million), representing
44.3 per cent of total spending by farmers on fertilizers. Total fertilizer
consumption in Turkey in 1987 amounted to 4.9 million tonnes, valued at
TL 779,600 million (US$677 million).

424. The USDA also announced, on 5 October 1987, that targeted export
assistance (TEA) allocations for 34 farm projects would receive a total of
US$80 million in allocations for fiscal year 1988. The programme,
authorized under the 1985 Farm Act, uses surplus stocks from the Commodity
Credit Corp. to help producers finance promotional activities for US
agricultural products to counter or offset the adverse effects of what are
deemed to be unfair foreign trade practices. Other agricultural commodities
covered by the programme include feedgrains, wheat, meat, poultry, cotton
and wood products. To be considered for a TEA allocation, the USDA reviews
proposals submitted by interested parties using several criteria: (i)
whether foreign trading partners have employed unfair trade practices; (ii)
whether the interested party is willing to contribute financial resources to
the project to promote export development; and (iii) the prospects for the
project's success.

425. The US Export-Import Bank signed a US$100 million export credit line
with Thailand to subsidize Thai purchases of high-technology US goods. The
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loan was 40 per cent grant and 60 per cent Eximbank credit, bearing interest
at 7.4 per cent, repayable over 15 years after a five-year grace period.
The Export-Import Bank declared that the accord was signed with the Thai
government because, without it US companies would be unable to compete for
high-tech orders in Thailand, since they could not match other foreign
government-to-government concessionary financing.

426. For 1987 as a whole, the United States has offered the Soviet Union
8.75 million tonnes of subsidized wheat: four million tonnes on 30 April,
which the Soviet Union bought to fulfil the wheat purchase commitment for
the fourth year of its current long-term grain agreement with the
United States. In November 1987, an additional 4.75 mmt were offered and
bought, and in January and March 1988, an additional 3 mmt were offered and
bought. The 1987/88 offers marked the first time that the Export
Enhancement Programme (EEP) has subsidized sales beyond the four million
tonnes minimum agreement tonnage.

427. An annual aid of US$100 million has been granted by the Government to
the US microchip industry in the form of a research fund financing
operations of the Texas-based Sematech Group. The company focuses on the
development of modern techniques for micro-conductor production and is
expected to conclude its research programme therein by 1993 (see Section I
paragraph 175).

428. United States/Canada: The Free-Trade Agreement signed on
2 January 1988 between the US and Canada (see paragraph 238) provides that
the parties will not use direct export subsidies on agricultural products
shipped to each other. Each party also agrees "to take into account the
export interests of the other party in the use of any export subsidy on
agricultural goods exported to third countries, recognizing that such
subsidies may have prejudicial effects on the export interests of the other
party". Moreover, the Agreement provides for a removal of transportation
subsidies provided by Canada on shipments to the US under the Western Grain
Transportation Act. The agreement has yet to come into force.

Anti-dumping

429. The use of price undertakings in anti-dumping proceedings involving
imports from developing and centrally planned economies remains a feature
although there were less instances during the reporting period than
previously. In a number of instances, anti-dumping investigations have been
suspended or terminated and replaced by a form of voluntary export restraint
or orderly marketing arrangement by the exporter in question; there have
been relatively few cases where price undertakings have been allowed to
lapse by the importing country. In short, in a number of countries,
anti-dumping legislation is being used as a principal trade correction tool.

430. The total number of anti-dumping actions taken during
July-December 1987 shows a slight increase over the previous six-month
period. Provisional measures on imports coming from developing and
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centrally-planned economies have been taken only in 30 instances as against
46 during the last reporting period. The number of investigations initiated
by Australia and the EEC declined while in Canada it showed an increase.
Although the instances of definitive duties and price undertakings remained
more or less unchanged, the number of provisional duties declined by
25 per cent.

431. In July 1987, the Committee on Anti-Dumping Practices requested the
Parties to the Agreement to submit semi-annual reports on anti-dumping
actions for the period 1 January - 30 June 1987. Most of the notifications
have been received during the period covered by this report. The following
notified that they had not taken any anti-dumping action: Austria, Brazil,
Czechoslovakia, Hong Kong, Hungary, India, Japan, Norway, Poland, Singapore,
Sweden, Switzerland and Yugoslavia. Notifications of anti-dumping measures
were received from Australia, Canada, the EEC, Finland, Korea and the
United States.

432. As of 30 June 1987, Australia notified that 82 anti-dumping measures
were in force and that 27 measures were lifted during the period.
Furthermore, 27 price undertakings were in force at the same date. A total
of 11 anti-dumping actions were initiated during the six-month period under
consideration (ADP/34/Add.4 and Corr.1). As of 31 December 1986, Australia
had notified that 109 anti-dumping measures were in force, which signals a
substantial decline by 27 measures.

433. Canada notified that as of 30 June 1987, 145 anti-dumping measures and
five price undertakings were in force. During the period under review,
15 new anti-dumping actions were initiated (ADP/34/Add.2). On
31 December 1986, at the end of the previous six-month period, 148
anti-dumping measures and four price undertakings were notified as being in
effect. Seven new investigations were initiated during that period
(ADP/32/Add.5). In addition, Canada notified that as of 31 December 1987,
145 anti-dumping measures and seven price undertakings were in force.
During the period 1 July - 31 December 1987, 17 new anti-dumping actions
were initiated. On 30 June 1987, at the end of the previous six-month
period, 145 anti-dumping measures and five price undertakings were notified
as being in effect.

434. On 12 February 1988, legislation was tabled in Parliament to establish
the Canadian Import Tribunal. The proposed Tribunal would result from the
amalgamation of three existing agencies: The Canadian Import Tribunal, The
Tariff Board and The Textile and Clothing Board. The new Tribunal would
provide one central focus for examining trade-related issues. It will
undertake enquiries into allegations of injury caused to Canadian producers
from dumped or subsidized imports. the legislation will also permit
Canadian industries to petition the Tribunal for an enquiry when they
consider that increased imports are causing or threatening to cause serious
injury -- a direct access now available only to textile and clothing firms.
At the government's request, the new agency will conduct enquiries on
tariff-related matters, on general economic, commercial and trade issues and
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on injury-related matters. The new Tribunal will also hear appeals of
excise, tariff and other administrative rulings currently heard by the
Tariff Board. The informality and easy access of the current Tariff Board
regime will. be retained in the new Tribunal.

435. The EEC notified that ten anti-dumping investigations were initiated
during the six months ending 30 June 1987 (ADP/34/Add.5). This compares
with 13 such actions initiated during the period July - December 1986.

436. The number of anti-dumping enquiries opened by the European Commission
jumped from 24 to 34 from 1986 to the end of 1987, according to estimates
published on 3 March 1988. That compares with 36 new anti-dumping
investigations in 1985 and 39 the previous year, according to the latest
report on dumping. Although the number of cases appears to be declining,
the financial importance and political sensitivity of EC anti-dumping cases
is increasing. Another outstanding feature is the growing prominence of
Japanese and Korean companies as sources of EC trade friction.
Japanese-made products accounted for eight - nearly a quarter - of enquiries
instigated in 1987, while the Republic of Korea was at the source of another
four. Of the 68 anti-dumping investigations that were under way in 1986 -
the latest year 'or which comprehensive figures are available - four ended
with the imposition of definitive duties, while 25 concluded with price
undertakings. The rest ended without any penalties being levied.

437. The European Commission announced on March 7, ending its first
investigations under the controversial newly amended component parts
Regulation EEC No. 1761/87 (Article 13:10) introduced last June, that
anti-dumping duties imposed on electronic typewriters and electronic
weighing scales from Japan should be extended to include the finished
product made from imported parts incorporated in their manufacture by five
assembly plants in the EEC. The Regulation in question allows the EEC to
take protective action in cases where the production of assembled goods has
increased substantially since the launching of the original anti-dumping
investigation and the value of imported parts exceeds 60 per cent of the
total value of the components used (see L/6289, paragraph 282). The
investigations were prompted by a complaint from the Committee of European
Typewriter Manufacturers (CETMA) in September 1987. The inquiry revealed
that in four other companies, Japanese-made parts accounted for between
75 per cent and 96 per cent of all components. The Commission, therefore,
proposed that duties be extended to include typewriters assembled by these
companies. Duties are to be fixed with reference to the amount of the duty
on finished machines imported from Japan and the proportion of imported
parts. The proposed duties ranging from 21.82 ECUs per machine to
56.14 ECUs for typewriters and 65.63 ECUs per weighing scale unit were
approved by the EEC's Council of Ministers in April (see also Section I,
paragraph 164, for Japan's intention to contest the decision).

438. Allegations by the Committee of European Copier Manufacturers (CECOM)
that Japanese manufacturers cf plain paper photocopiers (PPCs) have stepped
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up activity at assembly plants inside the Community in order to avoid
payment of the anti-dumping duties on imports of finished copiers have
prompted the Commission to open an enquiry into the activities of the
11 companies under the June 1987 "component parts" legislation. The
investigation concerns PPCs incorporating an optical system, and subject to
definitive duties of 7.2 per cent to 20 per cent since February 1987.

439. CECOM alleges that 7 of the 11 manufacturers previously subject to
anti-dumping duties after the inquiry have substantially increased their
output of PPCs produced within the Community and that the value of imported
Japanese component parts incorporated in the EEC-assembled machines exceeds
the value of all parts used in the machines by more than 50 per cent. For
tL3 Community as a whole, imports of Japanese PPCs in 1987 fell to 247,011,
67.9 per cent of their 1986 level.

440. The first ever enquiry under a new EEC Regulation (Article 7 of the
Council Regulation (EEC) No. 4057/86 on unfair pricing practices in maritime
transport) which allows the Commission to take off-setting measures against
countries or shipping lines practising predatory shipping policies, was
announced on 14 November 1987. Eight Community shipping lines, represented
by the EEC's Association of Shipowners (CAACE), have complained that the
unfair rates charged by the Korean shipping line Hyundai Merchant Marine
Company on cargo lines between the Community and Australia are causing major
problems. The Commission has now invited information from interested
parties, including those from third countries, who will be expected to reply
to a Commission questionnaire within a month, providing any elements of
proof and showing that they are susceptible to be affected by the results of
the procedure. The enquiry which is expected to take up to six months is of
interest as it is the first application of the first EEC law to apply the
"unfair trade" concept to a service sector.

441. Proposed shipments to the EEC market for the controversial herbicide
DNEP technical (Dinoseb), also used in the manufacture of polystyrene, have
been checked following a Commission decision to accept a price undertaking
on these imports, in the first-ever application of the "threat of injury"
procedure adopted on 23 July 1984. Under the provisions of Article 15 of
Regulation (EEC) No. 2176/84, evidence that imports are threatening to cause
injury to the Community industry is sufficient to allow the Commission to
take anti-dumping measures, calling on Romanian exporters, in this case, to
observe a minimum price for the product and so as to bring its sales into
line with those of EEC producers.

442. The European Steel Manufacturers Association (EUROFER), which
represents the Community's major steel producers, has filed an anti-dumping
complaint with the European Commission against imports of cold-rolled steel
from Yugoslavia. EUROFER alleges that the product is being sold in the
European Community at 24 to 30 per cent below normal value, affecting the UK
and Italy the worst. The producers estimate the annual growth of these
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imports at 105 per cent for 1985, 238 per cent for 1986 and 433 per cent for
1987. The Commission has already imposed anti-dumping duties on imports of
hot-rolled coils and heavy plate from Yugoslavia and is also investigating
another EUROFER complaint against allegedly under-priced steel beams from
the same country.

443. Finland notified the initiation of five anti-dumping actions
(ADP/34/Add.3) while Korea notified only one such action for the period
1 January - 30 June 1987 (ADP/34/Add.7).

444. Japan(MITI): According to reports in the Japanese press in February,
the Ministry of International Trade and Industry (MITI) intends, in view of
the increasing number of anti-dumping investigations and actions by the EC
and the United States, to strengthen its surveillance of the Japanese
companies concerned, and has already requested them to set new prices that
reflect the appreciation of the yen.

445. Japan(JETRO): According to a survey by the Japanese External Trade
Association (JETRO), Japanese companies have raised the local content level
in their European factories in the past year, apparently in response to
pressure from the European Commission and member governments. The average
local content ratio among 191 manufacturers in Europe in which Japanese
companies have at least a 10 per cent interest was 55.9 per cent last year.
(A survey earlier in the year put it at 44 per cent.) JETRO said the rapid
increase was largely in response to the imposition by the Community's
June 1987 Regulation that has been perceived, by Foreign manufactures, as
making mandatory a local content ratio of more than 40 per cent for products
to be deemed as qualifying as European.

446. According to the United States, there were 146 anti-dumping duty
findings and orders in effect on 3 June 1987. As concerns the January -
June 1987 period, 46 anti-dumping investigations were initiated and one
anti-dumping revocation was decided upon (ADP/34/Add.6). By
31 December 1986, 124 anti-dumping duty findings and orders were in effect.
Between 1 July and 31 December 1986, 34 anti-dumping investigations were
initiated.

447. The following paragraphs enumerate a number of judicial opinions made
public during the period and which are of considerable importance to
anti-dumping investigations.

448. The US Court of International Trade issued a new ruling in
December 1987, making it harder for the US Department of Commerce to suspend
anti-dumping orders. In a case involving imports of steel plate from the
Republic of Korea, the Court said that once anti-dumping duties have been
applied, they may not be lifted until the Commerce Department has developed
evidence that sales at less than fair value have ceased and that there is no
chance that predatory pricing practices will be resumed. In the Korean
steel case, the Department had lifted an anti-dumping order on the basis of
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an agreement by the Korean government to limit exports to the United States
of steel plate and other steel products. Most major US steel producers
agreed to the suspension of anti-dumping duties, but one small steel maker
objected. In such a case, the Trade Court held, evidence beyond a restraint
agreement must be presented by the Commerce Department.

449. The above Court of International Trade (US/CIC) also held, in an
action growing out of an anti-dumping investigation of malleable cast iron
pipe fittings (Fundicao Tupy S.A. v. US, No. 86-06-00765 (Slip Op. 88-3),
1.12.88), that the Commerce Department was not bound to accept the costs of
sales to US distributors as sufficient proof of what the costs of sales to
Brazilian distributors would have been. The Court also rejected challenges
to the International Trade Commission's decision to cumulate imports from
three countries in the case and to the cumulation provision of the law as
being inconsistent with the GATT Anti-dumping Code. (The dumping
investigations of malleable cast iron pipe fittings from Brazil, Republic of
Korea, and Taiwan were initiated in 1985, and the ITC's decisions were
issued in early 1986.)

450. In the judgement referred to above, the Court found that it was "not
persuaded that there is a conflict between the actions of the ITC and the
GATT Anti-dumping Code. In the opinion of the Court, such a conflict would
arise only if there was no rational basis for inferring that imports from a
particular country were participating in causing injury to a domestic
industry. While the operation of the cumulation provision does not involve
a specific causation finding with respect to each country, it does
sufficiently implicate the product of each country in the general pattern of
activity which is causing injury. This may test the limits of conformity to
the Code but it does not constitute a clear violation of the Code".

451. A determination by the Commerce Department to calculate foreign market
value in an anti-dumping investigation involving iron construction castings
from the People's Republic of China on the basis of the average price of
imports from a number of non-market economies was upheld by the US/CIC in
China National Metals & Minerals Import/Export Corp. US, No. 86-06-00719
(Slip. Op. 87-127, 24 November 1987). The Department used this methodology
after one proposed surrogate market-economy country, exporters of which were
also subject to an anti-dumping duty investigation, had refused to
co-operate. the Court held that in these circumstances it was appropriate
for the Department to use its "market basket" approach.

452. The issue of the causation standard to be applied in USITC injury
determinations in anti-dumping duty investigations was the subject of a
US/CIC decision in USX Corp. v. US, No. 85-03-00325 (Slip. Op. 88.30,
15 March 1988). The Court rejected in particular the validity of "barriers
to entry to other foreign producers" as an element in the causation
analysis. This factor is one of the five factors applied by one member of
the USITC to determine whether foreign firms are engaging in unfair practice
discrimination practices that cause material injury to a domestic injury.
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Countervailing duty actions

453. As concerns semi-annual reports on countervailing duty actions
covering the period 1 January - 30 June 1987, the following notified that
they had not taken any countervailing duty actions: Austria, Brazil, Chile,
Finland, Hong Kong, India, Israel, Japan, Philippines, Sweden, Turkey and
Yugoslavia. According to actions notified by Australia, Canada, and the
United States, a total of 29 countervailing duty investigations have been
opened of which 23 cases involving products coming from developing and
centrally-planned economies. A noteworthy feature is the reduction of
definitive duties and price undertakings to 19 as against 39 during the
previous six-month period. Of the 29 investigation instigated during the
current reporting period, 9 concerned reviews initiated in the US against
Mexican exports.

- Australia notified one countervailing measure and nine
undertakings thereon as being applicable on 30 June 1987. The
countervailing measure was imposed on dried vine fruits from
Greece. The undertakings concerned were for hand hacksaw blades
from Brazil, various cheeses from the EEC, certain cheeses from
Finland and Norway, brandy from France; and a number of
commodities from New Zealand, including porcelain enamelled steel
baths, two-door merchandisers, hand hacksaw blades and stainless
steel tubing (SCM/8/Add.3). In the previous six-month period,
Australia reported one countervailing duty measure and two
undertakings.

- Canada reported seven countervailing duty measures in force in
respect of Brazil (electric motors), Denmark (canned ham), the
EEC (canned pork-based luncheon meat and boneless beef), the
Netherlands (canned ham), Spain (wide-flange steel beams) and the
United States (grain corn). There were no new countervail
investigations initiated during this period.

New Zealand reported one preliminary countervailing duty measure
with respect to Australian wheat: (SCM/84/Add.5). This was
withdrawn, on 28 July 1987.

The United States notified 70 countervailing duty orders and
undertakings in effect on 1 July 1987 (SCM/84/Add.4). The
countervailing duty orders mainly affected exports from Mexico

? Cases), Argentina (7), Brazil (6), Peru (5), Canada (4),
New Zealand (3) and Thailand (3). For the previous six-month
period, the US notified that 59 countervailing duty orders and
17 undertakings were in effect as of 31 December 1986.
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VII. Export Restraint Arrangements

454. The use of so-called voluntary export restraints and the wide variety
of orderly marketing arrangements continued with many such agreements being
rolled-over or renewed for the current year. In several sectors they are
clearly more important than traditional trade policy measures. Annex V
lists the multiple forms that export restraint arrangements have taken
ranging from orderly-marketing arrangements (OMAs), "voluntary" export
restaints (VERs), export forecasts, discriminatory import systems,
consultation arrangements, industry-to-industry understandings, unilaterally
imposed import allocations, etc. Trade sectors in which these types of
arrangements are most numerous, with the exception of textiles and
agriculture are: automobiles and transport equipment (17), steel and steel
products (47), electronics (19), footwear (14) and machine tools (7), with
the miscellaneous category containing 24. Apart from 71 agreements with
non-participants or with supplier countries that were concluded outside of
the MFA, 54 individual arrangements largely govern a limited range of
temperate-zone agricultural products. While the latter are characterized
more by restraints imposed at the importing rather than the exporting end,
they are included as their effect on the volume of trade, in practice, is
quantitatively no different.

455. Among the most significant developments during the last six months are
the unilateral renewal of the voluntary restraint on Japan's car and machine
tool exports to the United States in fiscal year 1988, the unilateral
decision by the Republic of Korea to reduce and limit its footwear shipments
to Italy, the renewal of the export restraint arrangements on steel
maintained by the EEC and the United States with major steel-exporting
countries, the carry-over of a large number of sheepmeat export commitments
to the Community and, as well, the EEC's new system for the unilateral
control of apple imports. At the end of the period, the panel on the
US/Japanese semi-conductor agreement made known its findings which are
described in paragraph 177; while the UK Department of Trade and Industry
indicated the areas in which it wished British industry to drop its
long-standing series of restrictive industry-to-industry-arrangements.

Agricultural products

456. In the context of the EEC's common organization of the Community's
market in sheepmeat and goatmeat, the following countries have undertaken to
limit their exports of sheepmeat and goatmeat to sensitive market zones
among the Member countries: Austria, Czechoslovakia, German Democratic
Republic, Iceland, New Zealand, Romania, Uruguay (up to 31 March 1988) and
Yugoslavia. As discussions with Argentina regarding arrangements for the
French and Irish markets have not reached agreement the Commission, in order
not to interrupt trade flows, has fixed a provisional quantity that may be
exported in 1988; a quantity has likewise been fixed unilaterally with
respect to Australian shipments to Ireland. Permitted quantities for
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Bulgaria, Hungary and Poland are fixed each year in the framework of
consultation between the parties.

457. EEC/German Democratic Republic: Commission Regulation (EEC) No.
3887/87 of 22 December 1987 announced the conclusion of a voluntary
restraint agreement with the GDR. The agreement, which took effect from
1 December 1987 provides for the quantities of sheep and goatmeat which may
be imported up to 1 January 1988 pro rate to the annual global quantity
allowed under the EC common market in sheepmeat and goatmeat.

458. EEC/Argcntina, Australia, Chile, South Africa, New Zealand: On
3 February 1988 the EC Commission introduced a new monitoring measure for
dessert apples based on a system of import licenses. Subsequently, on
20 April, the Commission adopted restrictive measures and established import
quotas for all the main supplying countries for the period 15 February to
31 August 1988. Previously, imports from the above countries were
constrained on a voluntary basis within an accepted import ceiling (see also
Section I, paragraph 60 and L/6337).

459. United States/Australia/New Zealand: In response to the
United States' request for "voluntary" restraint, Australia agreed to limit
beef exports to the United States in 1987 to 722 million pounds. According
to reports, by agreeing to restrain beef exports, Australia avoided the
possible imposition of a quota under 1979 US meat import regulations.
Australian beef exports to the United States during fiscal year 1986/87,
terminating 30 June, totalled 339,302 tons. Australia supplies almost half
of all beef imported into the United States. Likewise, and for similar
reasons, New Zealand accepted an export ceiling of 438 million pounds for
1987 (see also Section I, paragraph 92)

Electronics

460. A GATT Panel set up last year at the European Community's request to
examine the 1986 semi-conductor agreement between Japan and the
United States determined, on 24 March 1988, that parts of the pact relating
to the Japanese Government's practice of monitoring export prices of
semi-conductors to contracting parties other than the United States
contravened GATT Article XI, which prohibits quantitative restrictions on
the import and export of goods. The Panel also ruled that there was not
enough evidence to demonstrate that Japan's measures to improve access to
its market for semi-conductors discriminate in favour of products
originating in the United States (L/6309).

461. The United States and Japan concluded the bilateral arrangement in
September 1986 in an attempt to settle a dumping dispute concerning
importation of Japanese semi-conductors to the United States. Under the
accord, Japan agreed not only to promote imports of semi-conductors into
Japan but to operate a minimum export price system for the products
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concerned shipped to the United States and third country markets. The EEC
complained that price-fixing on Third country markets constituted an
unprecedented interference with the market and was against GATT provisions.
The EEC was also of the opinion that the agreement gave privileged access to
US exporters on the Japanese market, contrary to GATT Article I (see also
L/6205 paragraphs 125-127).

462. On 28 March, the US Semi-Conductor Industry Association and the
Electronic Industry Association of Japan announced that they had agreed to a
series of steps to foster international cooperation on semi-conductor issues
and to facilitate access to the Japanese semi-conductor market for foreign
producers. The two organizations also agreed, in principle, on the
importance of pursuing market access actions to be initiated by users in
cooperation with suppliers and by suppliers in cooperation with customers.
Such actions, the parties said, would include support for fast start-up in
the automotive and consumer sectors and enhancement of efforts to build
long-term relationships.

463. According to reports, the European Electronic Component Manufacturers'
Association has requested that the Republic of Korea limit shipments to the
EC of colour television bran tubes to 900,000 units this year,
950,000 units in 1989 and one million in 1990. The proposed ceiling for
1988 presents a 33 per cent cut in the volume of Korea's braun-tube exports
to the EC in 1987, which amounted to 1.35 million units worth US$82 million.

Footwear

464. EEC (Italy)/Republic of Korea: Korea announced, 16 February 1988,
that it would unilaterally hold-down its footwear shipments to Italy for the
period 1988 to 1990. The restraint, which was agreed to, limits Korean
footwear exports to 12.6 million pairs in 1988 with a growth factor of
5 per cent per annum thereafter until June 1990 (see paragraph 189).

Machine tools

465. Japan/United States: According to Japanese press reports, the
Ministry of International Trade and Industry (MITI) has decided to raise, in
the first half of 1988, a self-imposed quota on Japanese machine tool
exports to the United States. Reportedly, the quota will be about
5 per cent higher than it was in the same period a year earlier. The
self-imposed curbs, which apply to numerically-controlled lathes, shearing
machines and machining centres, were first imposed to help restore the
fortunes of US machinery makers, which had suffered from Japanese
competiton. When US demand for machine tools dropped between May and
August 1987, MITI initially directed Japanese makers to curb their shipments
still further for the second half of this year; however, with the pick-up
of demand since last October and forecast to continue next year, MITI has
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reversed its directive, raising the export quotas for the first half of
1988. Overall, the unilateral curbs are expected to remain operational from
1987 to 1992 and within the agreed target range.

466. United States: According to unconfirmed reports, the US Department of
Commerce has approved 39 special licences for an American company so that it
can import so-called machine centre frames in the context of the Voluntary
Restraint Arrangement (VRA) with Taiwan. Several other US firms are
reported likely to ask the Commerce Department for similar permission to
import Taiwanese machine tools as well, in light of this decision. Industry
comment suggests that this was the first time that there has been an
increase in Taiwan's VRA, which became effective on 1 January 1987 (L/6205,
paragraph 134), according to the Commerce Department there has been no such
increase as the licenses referred to were negotiated with the original VRA.

Motor vehicles

467. EEC/Japan: In January 1988, the EEC demanded that Japan accept a
long-term arrangement to limit Japanese car exports to the Community, until
1992. In the EEC's view, such an accord would make easier the phasing-out
of existing bilateral car import controls maintained against Japan by member
States such as Italy, France, the United Kingdom, Spain and Portugal.
According to press reports, the Japanese Ministry for International Trade
and Industry (MITI) expressed a preference for sticking to the present
system of setting informal limits for car sales to the EEC on a year-by-year
basis. European car makers were reportedly lobbying for a freeze in
Japanese car exports at the 1985-1986 average of around one million units
until 1992.

468. United StateslJapan: In January 1988, Japan extended its voluntary
restraint arrangement on car exports to the United States for the fiscal
year ending 31 March 1989. The quota has been fixed at a level of
2.3 million cars - the same level as in fiscal 1987. Japan's Ministry of
International Trade and Industry (MITI), in announcing the decision, also
laid the ground for the future abolition of the control. The Ministry
declared that it would scrap the export quota if Japan's car exports to the
United States were found to be falling below the quota level. Japan's
"voluntary" restraints on car exports to the US began in March 1981. The
first. three-year auto-limitation was originally approved by the US
President; all subsequent VERs were based on unilateral decisions by the
Japanese Government. Since then, many Japanese car makers have started
producing cars in the United States. In 1988, a total of 1.4 million cars
are expected to be produced in US plants by the three major Japanese car
companies.
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Steel

469. EEC: In December 1987, the EC Council adopted negotiating directives
for the renewal by the Commission, for 1988, of the bilateral arrangements
on imports of iron and steel products into the Community with Brazil (cast
iron, pig iron and steel), Bulgaria, Czechoslovakia, Hungary, Poland,
Republic of Korea, Romania and Venezuela. The directives also refer to the
renewal of existing arrangements with Austria, Finland, Norway and Sweden,
based on an exchange of letters.

470. EEC: Negotiations between the European Coal and Steel Community
(ECSC) and its main external suppliers of steel products for the renewal of
annual voluntary restraint agreements for 1988 were completed in February.
Finland renewed the voluntary restraint agreement it concluded in 1987
despite the fact that problems over the disruption of its market by exports
of EEC concrete reinforcing bars have not been resolved. In this respect,
the EEC has committed itself to not exporting more than 16,000 tonnes per
annum (in 1987, the Comnunity exported 30,000 tonnes of these bars to the
Finnish market). Austria, despite objections in principle over the
breakdown between products, which it considered a disguised barrier to
trade, also decided to renew its restraint agreement in line with other EFTA
countries. The Republic of Korea, which on 8 February lost its privileges
under the Generalised System of Preferences (GSP) for all EEC products (see
Section IV), accepted the further renewal of its 1987 arrangement together
with a special clause restricting to 17,000 tonnes its exports of beams.

471. EEC/Norway/Sweden: According to reports, Norway and the EEC agreed,
in January 1988, to what is essentially a prolongation of their 1987
arrangement on trade in steel. The "consultation agreement" reached covers
all steel products. An exchange of letters regulating Sweden's steel
exports to the EEC also took place between the EC Commission and the
Government of Sweden at the same time. The arrangement is identical to the
1987 agreement, and contains no quantity restrictions.

472. United States/Canada: While the US Administration has made clear from
the outset of its steel programme in 1984 that Canada, as a fair trader in
steel, was not being asked to negotiate a restraint arrangement limiting its
steel shipments to the US, pressures in the US to take action against
Canadian steel persist. Most recently, concern has been expressed that the
US steel industry will press for action against Canadian steel as part of
Congressional consideration of the Canada/United States Free-Trade
Agreement. The significant decline in imports from Canada in the last six
months of 1987 and the first two months of 1988 (3.5 and 3.4 per cent of the
US market in the last two quarters of 1987 as well as 3.3 per cent in the
first two months of 1988) compared with the relatively high first quarter of
1987 (4.7 per cent) has slowed momentum to seek action against Canada. In
June 1987, Canada established an export monitoring system for steel in order
to maintain more accurate statistics on exports to the US and to ensure that
Canada is not used as a trans-shipment point for for foreign steel into the
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United States. On 5 May, Canadian and US officials met, for the ninth time
in a series of consultations which began in December 1984, to discuss recent
market developments in Canada/US steel trade. The US steel industry has
informally indicated that it would seek protection against Canadian steel
exports should they exceed 3 per cent of the US market.

473. United States/Canada, Japan, Republic of Korea, Poland. Spain, and
Sweden: In October 1987, the United States renewed Orderly Marketing
Arrangements (OMAs) with Canada, Japan, Republic of Korea, Spain, Sweden and
Poland in order to continue regulation of stainless bar and rod and alloy
tool steel shipments from these countries into the United States until
30 September 1989. The extended OMAs provide for 3 per cent annual growth
in the import ceiling to correspond with estimated increases in the US
market. Under the agreement, Sweden is expected to remain the largest alloy
tool steel exporter of the group (8,666 tons), followed by Japan
(4,592 tons) and Canada (1,576 tons). Japan is likely to remain the largest
exporter of stainless bars to the US, with an allocation of 14,069 tons,
followed by Spain (4,369 tons) and Sweden (1,350 tons). Poland has been
given no allocation for bars. In the rod category, only three of the six
countries have allocations: Japan with 6,303 tons, Sweden with 3,940 tons
and Spain with 1,848 tons. Mexico and Taiwan were also given small
unilateral import allocations for bar and alloy tool steel, and stainless
bar respectively; the arrangement allows the US authorities to make
adjustments to the size of those allocations at any time.

474. The United States and Mexico have agreed on alterations to their
bilateral steel arrangement which will allow Mexico greater access to the US
market and will at the same time lower tariffs on steel imports into Mexico.
The US has granted a one-time increase of 12.4 per cent in Mexico's steel
quota for 1988. This increase is estimated to represent 0.03 per cent of US
supply for steel mill products in 1987. Mexico's unadjusted export ceiling
for 1987 was 384,180 tons including 100,000 tons of semis. Products
affected by the increased trade quota include structural sections, wire rod,
bar, pipe, wire, sheet and plate. Mexico has reduced its steel import
tariffs from 38 per cent to 20 per cent and has eliminated all official
steel reference prices used for customs valuation, as of 31 December 1987.

475. Under an agreement concluded between the United States and Trinidad
and Tobago on 1 September 1987, Trinidad and Tobago is allowed to export
58,648 short tons of wire rod to the United States in 1988. This limit will
be in effect until September 1989. Trinidad and Tobago had asked the US
Administration for this arrangement following the filing of anti-dumping and
countervailing duty cases on imports of wire rod from Trinidad and Tobago.
US steel producers had charged that Trinidadian steel - benefiting from
large government subsidies and artificially cheap natural gas - was being
dumped in the United States and that the imports from Trinidad and Tobago
represented unfair competition (see L/6289, paragraph 64).
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Textiles (arrangements concluded outside the MFA IV or with non-MFA
participants)

476. In October 1987, Austria and Brazil agreed on an export authorization
system to cover Brazilian exports of cotton yarn and kitchen linen of cotton
to Austria. As a consequence of amendments of definitions of certain
products in the Harmonized System Austria and Hong Kong agreed in
December 1987 on an amendment of quotas contained in the "Restraint
Memorandum" of January/February 1987.

477. Canada/Bulgaria, South Africa: During the reporting period, Canada
notified, under Articles 7 and 8 of the MFA, a bilateral agreement concluded
with Bulgaria for the period 1 January 1987 to 31 December 1991. Canada
also notified a number of restrictions introduced on imports of apparel and
wool worsted products from South Africa with effect from 1 January 1988 and
continuing until 31 December 1991. Both countries are non-participants in
the MFA.

478. The EEC and Bulgaria concluded an agreement regarding their bilateral
trade in textiles for the period 1 January 1987 t.o 31 December 1990, subject
to a twelve-month extension. Its provisions limit Bulgaria's exports of
textile products of cotton, wool, fine animal hair or man-made fibres to the
EEC market. The EEC also concluded consultation agreements with Guatemala
and Haiti.

479. EEC/Turkey: Shortly before its expiry on 31 December 1987, the EC
Commission and representatives of the Turkish textiles industry reached an
agreement on renewing the informal voluntary restraint agreement signed in
1985 that covered exports of specific Turkish textile products to the EEC
(see also L/6289, paragraph 294). The previous voluntary restraint
agreement covered five types of products, namely, cotton thread (MFA
Category 1), cotton fabrics (MFA Category 2), terrycloth fabrics (MFA
Category 9), velveteen (MFA Category 32) and synthetic fibres (MFA
Category 56). The last two categories concern the United Kingdom and
F.R. Germany only. The new agreement sets the following maximum quantities
(in tonnes per year): Category 1: 82,000 in 1987 and 91,000 in 1988;
Category 2: 13,350 in 1987 and 19,500 in 1988; and Category 9: 1,900 in
1987 and 2,950 in 1988. It also provides for slight increases in the
amounts allowed for Categories 32' (for the UK) and 56 (for both the UK and
F.R. Germany). The Turkish industry also agreed to limit exports of acrylic
fibre thread (Category 22) to the UK and Italy to 5,100 and 4,000 tonnes per
year, respectively, as a concession to the European textiles industry's
demands. Some member States, led by Portugal, have voiced strong
reservations about the terms of the new arrangement.

480. Japan/Republic of Korea: According to a Japanese press report,
Japanese and Korean textile manufacturers agreed, at the end of
September 1987, to cooperate in order to promote the orderly development of
trade in textile goods. The written accord, which stemmed from a request
for restraint by the Japanese, was agreed at the third annual meeting
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between the Japan Textile Federation of Textile Industries and their Korean
counterparts. A likely result of the pact would be a shift in the pattern
of Korean exports to Japan to high-priced quality products; exports of
low-priced goods in large quantities have become less economically viable
because of the rise in the value of the Korean won. An unofficial
industry-to-industry arrangement restraining cotton yarn exports from Korea
to Japan is already in existence (see Appendix V).

481. The United States and Burma - a non-participant in the MFA -
concluded, in August 1987, a new bilateral agreement limiting exports of
textiles to the US market for the period January 1987 to December 1990. A
similar agreement for the period April 1987 to March 1990 limiting exports
of wool and manmade fibre sweaters to the US market was also concluded with
Panama.

Miscellaneous

482. EEC(CEPAC): In a letter addressed to the President of the Committee
of the EEC member States' Permanent Representatives (COREPER) in
October 1987, the European Confederation of Pulp, Paper and Board Industries
(CEPAC) has appealed for anti-dumping measures to be taken against imports
of kraftliner paper from the United States, Canada, the Soviet Union,
Sweden, Finland and Austria. In March 1988, on the basis of its
investigations, the Commission decided that imported kraftliner from Brazil
and South Africa posed no threat of unilateral injury to EC producers and
closed its anti-dumping enquiry.

483. A COREPER working group is currently examining a European Commission
proposal for a Regulation which would establish a minimum price system for
imports from these countries. In July 1987, the Commission had proposed
that a minimum pricing system be established to ensure that kraftliner
imports no longer undercut the costs of production in the EEC's paper
industry. Minimum prices were proposed by the Commission, depending on the
nominal weight of kraftliner in grammes per square metre and the origin of
imports. These prices would be varied according to the country of origin to
tally with the different customs duties payable by importers. (For example,
imports from EFTA countries such as Sweden, Finland and Austria enjoy
duty-free access, those from the United States and Canada are subject to a
duty of 6 per cent, while those from the Soviet Union pay the standard duty
of 18 per cent. Minimum prices would be set higher for EFTA imports and
lower for imports from the Soviet Union.)

484. United States/Canada: Eight Canadian potash producers reached an
agreement on 7 January 1988 with the Department of Commerce so as to avoid
permanent imposition of dumping duties ranging from 9 per cent to
85 per cent. Under the agreement, the Canadian potash exporting companies
will stop selling their products on the US market at the prices that the
Commerce Department had ruled in its preliminary determination were below
the cost of production. The agreement does not mention specific prices but
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commits the Canadian companies to raise their prices so as to offset 85
per cent of the preliminary dumping margins. The agreement is to remain in
effect for five years.

485. EEC/(United Kingdom): On 30 March, the UK Department of Trade and
Industry (DTI) indicated the number of products that it no longer wants
British industry to protect through restrictive industry-to-industry
arrangements. The list includes monochrome and colour TVs (with Hong Kong,
Japan, the Republic of Korea, Singapore and Taiwan); leather footwear
(Czechoslovakia, Poland and Romania); stainless steel cutlery (Republic of
Korea and Japan); music centres (Japan, Republic of Korea and Taiwan);
and, pottery (Japan). Still in place, according to the DTI are arrangements
limiting exports to the UK of Japanese fork-lift trucks, machining centres,
numerically-controlled lathes, cars and commercial vehicles. Officially,
the Department regards such types of voluntary arrangements as a matter of
direct negotiation between the industries concerned; it has, however, made
clear its view regarding the continuance of such agreements, some of which
have lapsed.
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VIII. Other Trade Policy Developments

486. This Section points out Brazil and China's switch to a new trade
strategy and refers to preliminary findings of a World Bank study on the
transition process towards trade liberalization. It also notes comments on
US trade policy options made in the President's Council of Economic
Advisors' annual report. Among other items of note were the extension, by
Congress, of the US customs user fee despite the finding of a GATT panel;
New Zealand's introduction of a customs user fee as well; Romania's
"renunciation" of m.f.n. status under the Jackson-Vanik amendment to the US
Trade Act of 1974; and, the accord on a framework designed to provide US
firms greater participation in Japanese construction projects. The Section
also contains summaries of the sub-sections relating to countertrade and
bilateral trade.

487. Brazil has reportedly abandoned its traditional industrial development
policy of import substitution and switched emphasis to a strategy of
"competitive integration" with the world economy. The new policy, spelled
out at a conference in Rio de Janeiro in early April, represents a
fundamental switch away from the 40-year old strategy of maximizing domestic
production for the internal market; it also intends to offer foreign
companies significantly greater scope for activity within the Brazilian
economy.

488. Measures to accelerate the above policy would, reportedly, involve a
gradual reduction in commercial restraints, deregulation of the internal
economy, and a greater role for market forces.

489. Canada/Japan/United States: During the reporting period a number of
panels, established under the Dispute Settlement procedures of the GATT,
made known their findings in cases involving Canada (Provincial liquor
practices; and, measures on exports of unprocessed salmon and herring),
Japan (imported wines and alcoholic beverages; import restrictions on
certain processed agricultural products; and, semi-conductors), and the
United States (customs user fee). There was also a marked increase in
recourse to Article XXIII:2 panel procedures of the GATT, or threats to
invoke them.

490. China announced, at the end of 1987, a major reform of its foreign
trade system. The reform package includes giving more decision-making power
to foreign trade and export-oriented enterprises, reduction or exemption of
taxes on exports, redistribution of foreign exchange earnings in favour of
enterprises making finished products, and gradually popularizing an agency
system to strengthen horizontal links between foreign trade corporations and
manufacturers. In addition, the State will also abandon its tradition of
balancing the profits and losses of foreign trade corporations, which will
now have to take responsibility for their own profits and losses without
Central Government supervision.
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491. Reportedly, the policy will first go into effect on a trial basis in
three areas: industries making light industrial goods, arts and crafts, and
apparel. These industries are being given the right to retain most of their
foreign exchange earnings. The machine-building and electrical equipment
industries will be able to keep 50 per cent of foreign exchange earnings,
and a few electronics groups will keep 100 per cent, which they can spend as
they see fit. Employees will be given incentives by linking the
organization's foreign exchange income with the wages of the staff. Five
separate Chambers of Commerce will also be set up to co-ordinate the exports
of major commodities, animal by-products, metals, minerals, chemicals,
textiles and garments, light industrial products, arts and crafts, and
machinery and electrical goods. If the trials prove successful then, it is
suggested, the entire .oreign trade system will be reformed. The trade
reforms have been prompted by the current economic situation and the
increasing problems it poses for China's planners,

492. China/Japan: According to industry sources in December 1987, the
Chinese Government is imposing a 40 per cent export duty on all shipments of
nickel.

493. EEC(France): On 23 February 1988, the European Court of Justice held
that the French Government's long-standing han on imitation dairy products
was illegal under Community law. The ban, which dates back to 1934, had
been justified on the grounds that consumers need to be protected from
so-called fake dairy products such as cream-toppings and coffee-whiteners,
and that free circulation of milk substitutes is inappropriate when ordinary
milk production is being restrained by milk quotas. The ruling found that
the 'an contravened Article 30 of the Treaty of Rome, which supports free
mov nt of goods. The ruling also said appropriate labelling would be
sufficient to warn those who might be misled by imitation products.

494. EEC(United Kingdom): At the beginning of February, the European Court
of Justice ordered the United Kingdom to end the ban on milk imports that it
said contravened the Community's free-trade policy. The United Kingdom had
imposed a total ban on imports of pasteurized milk and unfrozen pasteurized
cream because it said producers in other EC countries did not meet its own
safety standards. The Court ruled that the UK was allowed to continue to
stop imports of milk that do not meet its own standards. However, it
outlawed the blanket ban and said that the UK should be responsible for
setting up a system to test imports to determine whether they met its safety
criteria. (The EC has agreed to implement common standards on milk by 1989
which, effectively, will bring other EC countries' standards up to the UK's
standard. The United Kingdom had argued it should be allowed to maintain a
blanket ban until then.)

495. EEC/United States: On 18 December 1987, the European Community
Commission released a list of United States trade practices it says pose
obstacles to EC trade. Included in the report are details of US tariff and
other import charges; quantitative restrictions and import surveillance;
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customs barriers; standards, testing, labelling and certification; public
procurement; export subsidies; intellectual property; export controls and
restrictions on technology transfer; and, tax barriers. The report, which
updated that made available for last year, is entitled "1988 List of US
Trade Barriers". In a similar vein, the Office of the US Trade
Representative released early January 1988 its own comprehensive annual
report on "Foreign Trade Barriers 1987"; it covers US trading partners
including the EEC.

496. Hungary: According to the Decree of the Minister of Trade No.
1/1987(XII/29), which came into force on 1 January 1988, the right to
conduct foreign trading activity has been further liberalized. Under the
Decree any enterprise in Hungary, including those with foreign participation
have the statutory right to directly engage in foreign trading activities in
respect of any product in the convertible currencies area, with the
exception of certain goods, listed in the annex to the Decree. The only
requirement for enterprises wishing to carry out foreign trading activities
is to have themselves registered at the Ministry of Trade. (For trading
goods included in the list of exceptions an authorization by the Ministry of
Trade is needed.) Under the provisions of the Decree, private persons can
also be authorized to conduct certain foreign trading activities.

497. The Japanese Government implemented, on 10 November 1987, measures to
strengthen sanctions for illegal exports of strategic goods.

498. According to a statement by the Japan External Trade Organization at
the beginning of January, some 21 Japanese companies producing in the
United States are planning to export some of their American-made goods back
to Japan. The reverse flow, while still small in volume terms, reportedly
reflects the fact that the US dollar has fallen by more than a half against
the yen since 1985 (see also paragraph 144 in Section I(iv)).

499. According to report, the Minister of International Trade and Industry
has asked Japan's six largest trading houses to restrain trade with
South Africa. Japan had drawn criticism for becoming South Africa's largest
trading partner. Subsequently, according to press reports, the Japanese
steel industry announced that it would gradually reduce imports of iron ore
and coking coals from South Africa.

500. Lesotho: On 8 January 1988, Lesotho advised the Director-General of
the GATT that it wished to be deemed a contracting party to the General
Agreement. Since the conditions required by Article XXVI:5(c) the relevant
provision, have been met, Lesotho has become, with effect from
8 January 1988, the ninety-sixth contracting party to GATT; its rights and
obligations date back from 4 October 1966 when it became independent from
the United. Kingdom.

501. According to reports, New Zealand introduced a customs user fee as
from 1 January 1988. The fee is based on the Customs Processing of Entry
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Fees Regulation 1987 of 30 November 1987. Each import transaction which is
handled by a computerized customs processing system is subject to a fee of
$NZ 3. If customs preferences are being asked for by the importer, based on
sections I and II of the New Zealand Customs Tariff, each item in the
customs declaration is subject to a fee of $NZ 7. The customs user fee has
to be paid along with the customs tariff.

502. Romania/United States: Romania has told the US Administration it
would "renounce renewal" of its most-favoured-nation status under the
Jackson-Vanik amendment to the 1974 Trade Act, the State Department
announced 26 February 1988. Since 1975, Romania has had m.f.n. status under
a bilateral commercial agreement, contingent on the yearly renewal of a
waiver of the Jackson-Vanik amendment. Because of Romania's decision, the
Administration will not exercise its waiver authority, so Romanian products
arriving in the United States after 2 July 1988 will be subject to higher,
non-m.f.n. duties (see also L/6087, paragraph 240).

503. Tunisia: The Nineteenth Proces-Verbal, extending until
31 December 1988, the Declaration on the Provisional Accession of Tunisia,
was approved by the GATT Council on 10 November 1987. At their Session in
March 1988, the Council received the Working Party's report which
recommended that, subject to satisfactory tariff negotiations, Tunisia
should be invited to accede to the GATT.

504. A United States' Government report estimates annual US business losses
from international piracy of its copyrights, patents and trademarks at from
US$43 billion to US$61 billion. The US International Trade Commission
(USITC) report, declassified on 26 February, extrapolated those estimates
from actual 1986 worldwide aggregate losses of US$23,800 million reported by
193 large US scientific and photographic industries, followed by those in
computers and software, electronics, motor vehicles (especially auto parts),
entertainment (books, films, records, videos) and pharmaceuticals. Although
developing countries in Asia and Latin America had the most numerous
violations of intellectual property rights, the TJS Trade Representative
said, at a press briefing, developed countries like Canada and Japan were
also at fault (see also Section XI, paragraph 636).

505. United States(Council of Economic Advisers): In its annual report
("Expanding Trade and Avoiding Protectionism") the US President's Council of
Economic Advisors noted, in Chapter 4 of the report, that the United States
"faces a choice" in trade policy - it can press outward in the direction of
world market expansion, or it can turn inward toward protectionism. "The
choice will be determined by how the nation shapes its domestic law and how
it deals with its trade partners in the international forum, rather than by
public statements of intentions," the report said. Passage of legislation
like the omnibus trade bill in its current form or legislation aimed at
aiding the domestic textile and footwear industries by restricting imports,
would threaten to "close US markets and reverse many of the market-opening
gains made over the last 40 years," the report warned. The CEA report
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pointed to three "dangers" that the trade bill, if enacted, would implant in
US trade law: (i) it would increase the number of cases brought against
foreign competitors; (ii) it would rearrange legal definitions and
structures to increase the likelihood of finding injury or "unfairness";
and (iii) it would increase the likelihood and magnitude of protection once
a case is concluded. By the same token, the accomplishment of bilateral and
multilateral accords along the lines of the recently signed
United States-Canada and United States-Mexico trade agreements, would foster
freer trade and better relations with US trading partners.

506. United States(Harmonized System): The United States Congress went
into its 1987 year-end recess without taking action on legislation to
implement the new Harmonized Commodity Description and Coding System.
Implementing legislation is contained in an omnibus trade bill still pending
in a joint House-Senate Conference Committee. A last-minute attempt to
extract the Harmonized System provisions from the trade bill for a separate
vote was unsuccessful. The lack of Congressional action meant that the
United States was not among the 50 nations converting to the new system on
1 January 1988. A new textile quota category system will be introduced on
1 January 1988 in anticipation of the implementation of the Harmonized
System, although tariffs will continue to be levied on the basis of the
Tariff Schedules of the United States (TSUS). Among the major trading
countries ready to adopt the Harmonized System on 1 January 1988 are Japan,
Canada and the 12 Member countries of the European Community. (Argentina's
concern over one aspect of the EEC's scheme - regarding certain beef
products - caused it to request consultations under Article XXII:1 with the
EC Commission.)

507. United States(Congress): In the Budget Reconciliation Act passed in
December 1987, Congress extended the US Customs User Fee tax until
30 September 1990. The tax will continue at 0.17 per cent in financial year
1988 and that will remain the maximum level it can reach in future years,
according to the Budget Reconciliation Bill. The bill also extends the
import tax to articles entering the United States under Section 806 and 807
of the tariff schedule. If an article is shipped to a foreign country for
repair or assembly under Section 806 or 807 and is then shipped back to the
United States, the import tax will be levied on the value added through
labour or additional processing. Only the value of the US-produced portion
will be exempted from the tax under the bill. The US Administration is
currently considering whether to propose a new method of calculating the fee
to implement the findings of the GATT panel. In the meantime, the user fee
that the report of the GATT Panel (L/6264) found illegal, has been extended
(see also L/6205, paragraph 400).

508. United States/Japan talks on construction projects which were
suspended last November, proved inconclusive when negotiators met on
20 February 1988 and the US rejected the new Japanese offer. In the
interim, legislation has been introduced in the House of Representatives
that would deny tax breaks for US construction projects in which Japanese
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architectural and engineering firms participate. The introduction of the
bill follows on the Continuing Budget Resolution (PI 100-202) passed by
Congress and signed by the President in December 1987, which included a
provision prohibiting Japanese construction firms from participating in US
public works construction projects in fiscal year 1988. In the counter
proposal delivered to the US Administration shortly before the Japanese
Prime Minister's visit in January 1988, the Japanese Government offered to
consider market-access concessions for six public works construction
projects in Japan with the caveat that, if "discriminatory measures" taken
by the United States against Japanese companies are extended beyond
1 October 1988, then the Japanese Government would suspend any concessions
it may have made in the interim to US firms.

509. The special preference Japan appears to be willing to accord US
contractors elicited criticism from EC and Korean contractors which also
have a strong interest in the Japanese market. Matters came to a head when,
on 29 March, it was reported that Japan and the US had finally reached
agreement. While the pact reaffirms the basic principle of
non-discrimination, in regard to procurement for public works, the new
"Declaration of Intent" effectively accords preferential treatment to
American companies in seven large public works projects and seven related
private projects involving some US$17 billion in construction and
engineering spending. Apart from the EC's criticism, the Japanese press
also commented on the cartelization aspects of the agreement and the special
treatment accorded the US. Subsequently, the EC Commission requested
clarification - with respect to the advantages being offered to US
contractors - from the Japanese Government.

510. United States/Japan: The US Secretary of Commerce invoked, on
10 February 1988, two laws that could impose trade sanctions against Japan
for its deemed violation of the International Whaling Commission's
moratorium on commercial whaling. One law, the 1979 Packwood-Magnuson
amendment, automatically reduces by 50 per cent or more a country's access
to fish in US territorial waters when that country has been found to be in
violation of the IWC conservation treaty. Under the law, the President has
60 days to inform Congress whether he will impose the reduction or proceed
one step further and impose a ban on imports of Japanese fish products under
the Pelly amendment tn the Fishermen's Protective Act of 1967. If the
President decides not to impose an embargo, he must then explain his
decision to Congress. Subsequently, in a letter to Congress of 5 April, the
President notified his decision to cut Japan's fishing privileges (for sea
snails and Pacific whiting) in US waters; in addition, Japan is to be
barred from any future allocations of fishing privileges for any other
species until the Secretary of Commerce determines the situation has been
corrected. The President declined to impose trade sanctions against
Japanese fish exports to the United States. Japan has protested to the US
Secretary of State regarding the decision and its implications.
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511. FAO(Pesticides Code): The United Nations Food and Agriculture
Organization (FAO) has agreed, according to a report in late November 1987,
to add a clause to its pesticide code requiring "prior informed consent" by
countries importing hazardous pesticides. The clause would require
exporting countries to notify importers of the domestic regulatory status of
pesticides and their hazards, In addition, importing countries would have
to give formal consent to such imports before shipment begins.

512. Association of Tin Producing Countries(ATPC): The ATPC has set new
export quotas for the fiscal year beginning 1 March 1988. Based on a
multifaceted formula used by the ATPC, three countries, including Bolivia,
had their export quotas reduced while three others had theirs raised. The
ATPC said it expects tin prices to range between US$6.50 and US$6.90 per
kilogramme for the rest of the year (see also L/6289, paragraph 328).

513. The International Sugar Agreement(ISO), which was due to come into
operation on 1 January 1988, has finally come into force following a meeting
at the end of March. The agreement, which does not have any market
stabilization arrangements, was negotiated in September last year. Its
introduction has been held up because of delayed ratifications by several
leading exporting and importing nations. Nine importing countries and
30 exporting countries, including the EC, Australia and Cuba, have now
signed the Agreement which will run until the end of 1990, with the option
of two years' extension. The agreement exists to provide economic and
statistical information, but there are hopes that subsequent negotiations
could lead to the introduction of a market stabilization mechanism.

- Countertrade

514. It was pointed out in the previous report (L/6289, paragraph 332) that
the tendency for governments to become involved in countertrade showed no
signs of slowing down. Both the number of countries involved and the
countertrade transactions have continued to grow. There is, however, a
noticeable paucity in reporting (except for the most lucrative) because most
of the countertrade transactions are conducted between firms and national
statistics do not distinguish between exports tied to imports and those
which are not. Rough estimates for countertrade as a percentage of world
trade range from 8 per cent to a high of 20 per cent by the business
community. If countertrade is taken in a broad sense, then bilateral
clearing arrangements of centrally-planned economies, which cover about
50 per cent of East-West trade, would be included in such upper estimates.
The previous report also mentioned that there has been a rapid expansion in
the infrastructural facilities for countertrade, particularly in developing
countries, reflecting a period of hard currency scarcity and depressed
demand for their commodities (L/6289, paragraph 334). The continuance of
such an economic environment has ensured the attractiveness of countertrpde
to both exporters and importers. The following transactions have come to
the attention of the secretariat:
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515. Argentina/Yugoslavia: It was reported in January 1988 that within the
framework of discussions between Argentina and Yugoslavia to increase
bilateral trade to US$100 million by 1990, it was agreed that Yugoslavia
would export to Argentina fishing vessels and equipment to produce fishmeal
and import sawn timber to the value of about US$34 million.

516. Austria/Egypt: According to reports in January 1988, State-owned
companies of Austria and Egypt have signed countertrade agreements estimated
at US$20 million. The Austrian side will export to Egypt: steel
semi-products, refractory bricks and high alumina, chemicals, machine tools,
electrical equipment and paper. In return, Egypt will provide: steel flat
products, rice, aluminium products, chemicals, industrial salts, cotton
textiles and garments. The agreement will last twelve months.

517. Australia/Hungary: Under a Memorandum of Understanding (based on
countertrade) signed by Hancock Mining of Australia with Hungary, the latter
is to import 0.5 million tons of iron ore per year over the next 15 years
with the possibility of increasing imports to 1.5 million tons per year from
1990.

518. A similar Memorandum for exports of Australian iron ore has previously
been reached with Czechoslovakia, while shipments are about to commence
under a contract with Romania involving Australian exports of $A53 million
over 15 years.

519. Bangladesh and Iran have agreed on a countertrade arrangement whereby
Bangladesh will exchange paper, tea and coffee against 200,000 tonnes of
crude oil, sulphur, cement and agro-industrial equipment from Iran.

520. Bangladesh/Japan: The Trading Corporation of Bangladesh and
Mitsubishi of Japan signed a trade agreement amounting to US$10 million.
Bangladesh will export to Japan jute products, paper, tobacco, animal skins
and telephone cables and import, in return, non-assembled buses and trucks,
steel plate and caustic soda.

521. Bangladesh and Poland have signed a US$40 million trade agreement.
Bangladesh will export to Poland jute and jute products and tea, and will
import, textile equipment and X-ray film from Poland.

522. Brazil/Hungary: Brazil and Hungary, according to reports received in
January 1988, signed a general trade agreement under which Brazil will
export to Hungary iron ore in exchange for optical instruments and cranes.
There was no indication of the total value of expected trade.

523. China/Poland: According to press reports in February 1988, China and
Poland have signed a barter trade protocol under which China will export
materials for industry, agricultural produce, and a wide range of consumer
goods against Polish shipments of electrical and engineering industry
products, passenger cars and commercial vehicles.
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524. Cuba and Kampuchea agreed to exchange, in 1988, Cuban sugar against
Kampuchean rubber and other products.

525. Cuba/Spain: It was reported in December 1987 that, in order to settle
compensation claims for Cuban property belonging to Spanish nationals, Cuba
is to export to Spain goods, including 5,000 tonnes of scrap iron, worth
Ptas. 56 million.

526. Egypt/Uganda: According to reports in late October 1987, negotiations
are continuing between Egypt and Uganda, whereby Egypt would construct
10,000 houses in Kampala. Of the US$300 million construction costs,
90 per cent would be paid for by Ugandan exports of wheat and coffee to
Egypt, and the remaining 10 per cent in hard currency.

527. Honduras and the Soviet Union signed an agreement under which Honduras
will exchange US$1.8 million worth of bananas against fertilizers from the
Soviet Union.

528. India: Contrary to a report on state-owned trading companies, India
has no legislation enforcing or requiring countertrade, although it is
official policy to encourage its public sector corporations to generate
exports through countertrade or offset trade (see L/6289, third
sub-paragraph, page 65).

529. According to reports received in November 1987, Indonesia now requires
countertrade purchases for all government contracts worth more than
US$500,000. Foreign firms are allowed to take any Indonesian product except
crude oil in compensation. (See L/6289, page 65, third sub-paragraph.)

530. Pakistan: In the framework of its new policy linking tea imports to
exports of goods, Pakistan has concluded ten purchase agreements with
Bangladesh, Sri Lanka and Kenva, and is considering an agreement with
Indonesia. Trade under the agreement with Bangladesh has been valued at
US$20 million; those with Sri Lanka and Kenya at US$30 million, each.
Bangladesh and Sri Lanka will reportedly buy Pakistani engineering goods in
return (see L/6289, paragraph 343).

531. Thailand and the Democratic Peoples Republic of Korea recently signed
a countertrade agreement under which Thailand will export 15,000 tonnes of
rubber to the Democratic People's Republic of Korea and, in return, import
US$13 million worth of zinc ingots.

532. Uganda/EEC(Spain): The Government of Uganda has signed a countertrade
agreement with a group of Spanish companies. Under the agreement, Uganda
will exchange coffee against 260 Landrovers.

533. United States/Mexico, Venezuela: According to a report, both Mexico
and Venezuela have turned down offers by the US Administration to swap oil
for surplus American grain commodities. The oil would go into Federal
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strategic materials stockpiles. Although the 1985 Farm Bill requires the US
Department of Agriculture to complete at least two pilot barter programmes
by 1 October 1988, no "countertrade" agreements have been agreed so far (see
also C/W/528, paragraph 347).

- Bilateral trade agreements

534. The bilateral trade agreements which have come to the attention of the
secretariat during the period October 1987 to the end of March 1988 are
listed below. The economic environment which existed during the previous
six month period and which was described in document L/6289 has not changed
and the circumstances favouring bilateral trade agreements have become even
more pronounced. This could, in part, explain the increase by one third in
the number of bilateral trade agreements noted by the secretariat.

535. As during previous periods, many of the bilateral trade agreements
were signed between countries of the Eastern Trading Area and developing
countries.

536. Particularly noteworthy is the agreement signed between Argentina and
Yugoslavia to increase bilateral trade to US$100 million by 1990; or the
agreement between Czechoslovakia and Thailand to upgrade their bilateral
agreement by countertrade deals worth baht 1 billion; the agreement between
Finland and the Soviet Union to expand bilateral trade in. 1988 to
Rbls 4 billion; the agreement between India and the GDR aimed at doubling
their current bilateral trade plan to rupees 4.6 billion by 1990; and, the
agreement between Morocco and Romania to increase bilateral trade five-fold
to US$250 million by 1990.

537. The new trade agreements noted by the secretariat are largely
additional to those listed in previous reports, many of which have remained
in force for a number of years.

538. Argentina - Yugoslavia: It was reported in January 1988 that, within
the framework of discussions between Argentina and Yugoslavia to increase
bilateral trade to US$100 million by 1990, Yugoslavia would export fishing
vessels and equipment to produce fishmeal in Argentina and import sawn
timber. The cost of this part of the agreement is estimated at about
US$34 million.

539. Austria - Taiwan: Boehler Gesellschaft of Austria has entered a
five-year technical agreement with a newly-formed subsidiary of Taiwan's
Evergreen shipping group to manufacture specialized steel alloys. According
to the report, the new company, Evergreen Superior Alloys, will, by
mid-1989, be turning out 50,000 tonnes a year - or roughly 63 per cent of
Taiwan's estimated annual demand of 80,000 tonnes.
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540. Belgium - German Democratic Republic: According to reports received
in October, Belgium and the GDR have agreed to strengthen their 19834
Agreement on economic, industrial and technical cooperation. In 3986,
Belgian imports from the GDR consisted of chemicals, machines, plastics and
metal worth BFr. 7.9 billion; exports of steel, machines, chemicals and
textiles to the GDR amounted to BFr 5.3 billion. The new agreement is
intended to rectify the current imbalance in trade.

541. Brazil - Soviet Union: Reports in October stated that Brazil and the
Soviet Union had signed a ten-year agreement for economic and technical
co-operation. The agreement also foresees the creation of joint ventures.

542. Czechoslovakia - Thailand: Czechoslovakia and Thailand signed an
agreement to strengthen their current bilateral trade agreement through
adding countertrade deals amounting to baht 1 billion. Thailand is to
export natural rubber and textiles to Czechoslovakia and import machines.

543. Finland - Soviet Union: It was reported in October that Finland and
the Soviet Union had signed, on 6 October 1987, a protocol extending to the
year 2000 their existing long-term programme for developing and widening
trade and economic relations, as well as industrial, scientific and
technological co-operation between the two countries.

544. Finland - Soviet Union: In January 1988, Finland and the Soviet Union
signed a protocol covering trade for 1988. The trade turnover amounts to
rubles 4 billion. Under the Protocol, Soviet sales of petro-chemical goods,
oil products, coal and gas and other products are to increase.

545. Ghana - German Democratic Republic: Ghana and the GDR have agreed, in
principle, on the terms of a bilateral trade protocol for 1988. Ghana is to
export cocoa beans, cocoa butter and cocoa liquor, while the GDR is to
supply 100,000 tonnes of clinker, 30 railroad coaches, iron rods and spare
parts for vehicles, machinery and equipment.

546. India - German Democratic Republic: It was reported at the end of
October that, on 23 September 1987, India and the GDR had signed a trade
protocol which foresees a doubling of their current trade plan level of
rupees 2.3 billion by 1990.

547. India - Romania: India and Romania signed a bilateral trade agreement
for 1988 with a planned trade target of $570 million - each party to
exchange US$285 million worth of goods. India will export iron ore,
bauxite, manganese, coffee, tea, leather goods, and import from Romania,
industrial plant, printing machines, machine tools, steel and oil drilling
equipment.

548. Morocco - Iraq: On 16 November 1987, Morocco and Iraq signed a trade
and technical agreement. Under the agreement, trade between the two
countries is to be increased and technical expertise is to be exchanged.
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549. Morocco - Romania: Morocco and Romania signed a long-term economic
and technical cooperation agreement under which trade is to be increased
from US$51 million per year at present to US$250 million by 1990.

550. Pakistan and Iran: Pakistan and Iran agreed to increase their
bilateral trade to US$400 million per year. Major products to be traded
between the two countries are buses, minerals, medicines and synthetic
fibres from Iran and poultry, wheat, jute and construction materials from
Pakistan.

551. Pakistan - Soviet Union: It was reported that Pakistan and the
Soviet Union signed a bilateral trade agreement on 29 December 1987 in
respect of bilateral trade in 1988. The agreement provides for an increase
of trade between the two countries. Pakistan will export clothing, hides,
textiles, cotton cloth and yarns and import, in return, various types of
machinery and equipment, fertilizers, non-ferrous metals and other
unspecified goods.

552. Romania - Iran: A bilateral trade protocol for 1988 was signed
between Romania and Iran with the intention of expanding bilateral trade and
economic cooperation. No figures were given, but last year's trade between
the two countries totalled US$400 million.

553. Romania - Turkey: Romania and Turkey signed a bilateral economic and
trade protocol for 1988. Trade between the two countries is to amount to
US$400 million. Romania agreed to import more Turkish goods and to assist
in the exploration and extraction of various ores.
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IX. Prospective Trade Policy Developments

554. Most of this section concerns disputes in a number of sectors. Areas
of friction included shipping (EC/Republic of Korea and Japan; US/Peru);
government procurement policies (EC/US with respect to Airbus Industrie and
'Buy American" provisions for 1988); processed lumber (Canada/Japan); and
agricultural products (US/Republic of Korea over beef and cigarettes and
New Zealand/US regarding proposed live lamb import rules); other areas
where initial recriminations have led to threat of retaliation have been
dealt with in Section I under Sectoral Developments. In a few cases,
disputes have been resolved (US/Japan on Japanese construction projects;
the US promise to act on custom user fees; and Japanese plans to reform
their liquor tax system).

555. Further positive features included the first ever proposal by the EEC
on rollback; Korean measures to ease import restrictions where the US tends
to be the principal supplier; the US Administration's proposals to offset
the negative effects of current sugar import quotas plus reports of a
willingness to progressively follow-up a series of outstanding contentious
issues between Canada and the EEC. Reportedly, many of the more
controversial provision of the Omnibus Trade Bill have been deleted, or
watered down, in the reconciliation phase in the US Congress. However, the
bill which received final Congressional approval on 27 April still contains
elements considered objectionable by the US Administration and the President
has reaffirmed his intention to veto the legislation in its present form.

556. Australia: In March, Australia protested about what it claimed to be
an insufficient price increase for coal shipments destined for Japanese
steel mills. While Japan stated that Canadian and US coal exporters were
offered the same price, Australia maintains that Canada received significant
benefits in other areas. Also, as noted in Section I paragraph 79, protests
were lodged with respect to Japanese import quotas on Australian beef.

557. Canada/EEC: A further series of high level consultations (see L/6289,
paragraph 354) failed to resolve a number of outstanding contentious issues
between Canada and the European Community. Among the most noteworthy were:
boneless manufacturing beef (GATT Panel report supporting EC's complaint
over Canadian countervailing duties); Provincial Liquor Boards (GATT Panel
report upholding EC's complaint of discrimination); and compensation to
Canada for the enlargement of the Community see paragraph 42). Other items
included the EC's request for an increase in its cheese quota to reflect its
increased membership, Canadian concern over phytosanitary regulations and
requirements for agricultural imports affecting its seed potato exports,
veterinarian requirements affecting meat exports and the request for an
exrension to Canada of the concessions made to the US for pasta exports as
part of the August 1987 EEC/United States pasta agreement. Towards the end
of the period reports suggested that the two sides were prepared to reach an
accommodation over several of these issues.
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558. EEC: On 8 March 1988, the European Community became the first trading
group to offer to eliminate some of its existing trade-distorting
restrictions as a contribution to the Uruguay Round of Negotiations. Under
the offer, the 12 EC countries will drop quantitative restrictions - import
quotas or other physical limits - on 121 items including medical
thermometers, glass Christmas ornaments, pleasure boats, glass isolators,
electronic microscopes, berets, bonnets and caps, forks and spoons - all
industrial processed products. The offer, while not applicable to all
countries - GATT's centrally-planned economy members and Japan are
specifically excluded from some items - is, however, the first "rollback"
(i.e. the dismantling of existing trade restrictions) offer made to the
Uruguay Round Surveillance Body, whose rôle is to supervise countries'
compliance with the standstill and rollback commitments they made at the
launching of the negotiations in September 1986.

559. EEC/Japan: According to a press report in early January 1988, the
Japanese Government has fulfilled its commitment to inform the European
Commission before the end of 1987 of the measures it intends to take to open
its market to EEC exports of cars, cosmetics and medical equipment (see
L/6289, paragraph 359). At present, a whole series of standards and
certification measures allegedly impede the access of these EEC products to
the Japanese market. In a special memorandum devoted to these
market-opening measures, the Japanese Government has outlined when and how
it intends to respond to EEC demands in this area.

560. In the case of cosmetics, Japan has established a new procedure for
the informal admission of ingredients for cosmetics and has agreed to
continue the enlargement of its overall certification system for
para-pharmaceutical products which are of particular interest to the EEC.
With. respect to medical equipment, the Japanese authorities have agreed to a
Commission demand that they should publish a list of medical equipment which
must be clinically tested to check for bodily adaptability. They have also
agreed to try case-by-case to reduce the time for reception of new medical
equipment from one year to six months, but have given no guarantees. Japan
has rejected the Commission's demand to allow the manufacturer to carry out
all the necessary tests and for the adoption of international rather than
Japanese standards when sending medical equipment to Japan temporarily for
trade fairs and demonstrations. Finally, with respect to cars, Japan has
accepted a number of requests such as revising certain standards, though no
movement was reported in respect of the tax discrimination against large
cars (which account for the bulk of EEC motor vehicle exports to Japan),
Italy is the only other industrial country to impose a differential tariff
based on car width and engine displacement. Subsequently, in April, a
statement issued by the EC Foreign Ministers urged that discussions with
Japan be continued on "the unsolved problems of market access for motor
vehicles and medical services" and the monitoring of commitments by Japan to
liberalize cosmetics imports.
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561. EEC/Republic of Korea and Japan: The EC Commission threatened, late
March, to demand the imposition of punitive port levies payable whenever
"abnormally-priced" vessels ordered and built after 1 January 1989 in Korea
or Japan load or unload at EC ports. The Commission's move follows EC
ship-builders' demands for protection against price-cutting by Far Eastern
shipyards where, it is alleged, ships have been sold at less than the cost
of production (see also paragraph 412 Section VI).

562. In early April, it was reported that Japan and the European Community
have signed an outline accord to work together to open up competition and
improve prices in the loss-making shipbuilding industry. A major problem
had been the EC's claim that Japan had not closed proportionally as much
capacity as the Community, and that it is using artificial prices to keep
its yards in business. Talks on the same range of issues are reportedly to
be conducted with Korea.

563. EEC/United States: A consortium of West European aircraft
manufacturers, Airbus Industrie, hopes to sign by the end of spring this
year, an agreement with McDonnell Douglas Corp. to develop passenger
aircraft and provide the consortium with greater access to the United States
market, according to an official statement of 1 March 1988. A communique
issued after the meeting of the four member nations of the Airbus consortium
(France, Spain, F.R. Germany, and the United Kingdom) rejected the package
of proposals for resolving the long-running trans-Atlantic dispute over
European government subsidies for the Airbus project presented by the
United States at talks in Geneva on 29 January. The European ministers
"regretted that the proposals presented by the United States so far do not
form a satisfactory basis for the agreement," the communique said. At the
Geneva meeting, the United States had set an 18 March deadline for settling
the subsidies dispute (see also L/6289, paragraph 361).

564. At their subsequent 19 March meeting at Ministerial level, it was
announced that some progress had been secured on closing the gap between the
EC and the US positions regarding Articles 4 and 6 of the GATT Code on Civil
Aviation. Article 4 covers sub-contracting and incentives for purchasing
aircraft, including government procurement while Article 6 sets guidelines
for government subsidies granted for the development and/or production of
the aircraft. With regard to Article 4, some measure of agreement was
reached with respect to the so-called consultation mechanism; the principle
of an "escape clause" for exceptional circumstances; agreement that future
aid will be granted for research and development, not production; and, that
greater aid transparency will be introduced for both direct and indirect
subsidies. Article 6 problem areas include defining the exact limits of
government support, the details of guaranteeing aid transparency, and a
definition of "commercial business practices". The dispute arose out of US
charges that EC Governments unfairly subsidize their four-nation aircraft
consortium with the EC counter-charging that US government procurement
practices, especially in the defence area, represent indirect subsidies to
US aircraft manufacturers (see L/6205, paragraph 352).
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565. EEC/US: In the context of a GATT panel's findings regarding
differential US petroleum taxes (see L/6175), the European Communities
considered that, in the absence of any concrete evidence of US compliance
with its GATT obligations nor offer of compensation, it would seek Council
authorization to withdraw concessions granted to the United States
equivalent to the economic injury caused to the Community. A request
thereto was sent dated 11 March 1988 (C/W/540). Previously, on 18 February,
the US Administration had proposed - in the context of its 1989 Federal
Budget sumbission - that the Superfund tax on petroleum be changed so as to
equalize the tax-rates at the revenue-neutral point. Congress has yet to
enact any legislation thereto.

566. The Commission, in March of this year, further protested the US
Administration's "Buy American" policy which it considered to be contrary to
the provisions of the GATT Government Procurement Code. In referring to the
number of provisions adopted or renewed by Congress for the fiscal
year 1988, particular attention was drawn to: the US Defense Department
general prohibition of foreign super-computers (see also L/6205,
paragraph 362); the Voice of America's programme precluding the use of
foreign-made equipment; the decision that only US-manufactured paper can be
used for the production of US currency, passports, etc; and, the
Administration's insistence that only US-built motor vehicles can be
purchased for Defense Department use.

567. Japan: According to Japanese press reports, the Ministry of
International Trade and Industry (MITI) has announced that a study group
would be set up within the Ministry to explore the possibility, from the
long-term point of view, of a Japan/United States free-trade arrangement.

568. New Japanese food additive labelling regulations are due to go into
effect on 1 March 1988. The regulations will require synthetic food
additives to be labelled but exempt the so-called "natural additives" used
increasingly by Japanese manufacturers. US critics of the proposal claim
that iumerican products will be adversely affected by the new regulations.

569. According to reports on 12 January 1988 made in relation to the GATT
panel's finding on customs duties, taxes and labelling practices on imported
wines and alcoholic beverages, Japan will come up with concrete plans to
reform the nation's liquor tax system in the context of overall tax reforms.
The basic thrust which the Japanese Government has already decided and
announced publicly would be in the direction of abolishing, without delay,
the ad valorem tax and the grading system of whiskeys/brandies which would
result in unifying the current tax rates applied according to grade. The
tax classification would also be reviewed, the difference in tax rates
applied to distilled liquors would be narrowed; in addition, the indirect
tax system might be reviewed in the context of overall tax reform which
would probably require a decision by the Japanese Diet.
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570. Japan/Canada: According to Japanese press reports, Japan held several
bilateral meetings with Canada to discuss Japan's tariffs on processed
spruce, pine and fir lumbers. Canada claims that the 8 per cent tariff on
such processed lumber which Canada supplies to Japan is discriminatory,
saying that Japan does not impose tariffs on processed hemlock spruce
lumber, a like product supplied by the United States. In response to these
claims, Japan argued that it is natural to apply a different tariff system
for different species of lumber, but not for different species of trees used
for the same purpose. Processed spruce, pine and fir lumber is mainly used
for platform Frame construction. As a result of the failure of bilateral
consultations, Canada's request under Article XXIII:2 for the establishment
of a panel was agreed to by the GATT Council at its meeting of
22 March 1988.

571. On 16 February 1988, the Republic of Korea's Economic Planning Board
announced a package of measures designed, in part, to ease import
restrictions on a range of items of which the United States is the principal
supplier. Among the main proposals were plans to:

- Simplify imports of 131 goods, including compact cars, and lift
import bans on 14 others.

- Lower tariffs in March 1988 on 400 items, including cars,
cold-rolled steel sheets, chemical pulp and insecticides.

- Discontinue the "import monitoring system" for 27 products,
including caustic soda and sheet glass, at the demand of foreign
sellers who say the system allows the Government arbitrarily to
shut off imports. The system would continue for 21 other items,
mostly farm products.

- Revoke the existing licensing system for importers and do away
with the guarantee money that Korea requires importers to deposit
with banks.

- Accelerate the appreciation of the won against the dollar (the
Korean currency has risen by only about 11 per cent since January
1987, in contrast with the yen, which has climbed by more than
30 per cent, and Taiwan's currency, which is up about 25
per cent, over the same period) (see also paragraph 603).

- Encourage greater overseas investment by Korean companies.

- Ease restrictions on foreign exchange transactions and holdings.

572. The Economic Planning Board also said that five or six Korean trade
and investment missions would visit the United States in 1988 and that a
US$1 billion shopping list of items, ranging from super-computers to farm
products. had been drawn up for the first mission, scheduled for early March
this year (for previous reference see L/6205, paragraph 364).
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573. Republic of Korea/United States: According to reports in January, US
Administration officials attending an informal Cabinet-level meeting
rejected a Korean plan to give US beef exporters early access to a portion
of the Korean market, but to delay US access to the remaining portions of
the market. US officials were informed that the temporary suspension of
beef imports for Korean hotels would be lifted within several months, but
that imports of beef for other sources would be permitted after further
bilateral consultations later this year.

574. On 16 February 1988, the American Meat Institute (AMI) subsequently
filed an unfair trade practices complaint against the Republic of Korea
under Section 301 of the Trade Act of 1974, charging that its bovine meat
import licensing system constitutes a non-tariff barrier. According to the
AMI petition, Korea has not allowed US bovine meat into its market since
May 1985, when it established its import licensing system. In the past,
imports were permitted under a six-month quota. In May 1985, the Korean
government's licensing procedures under the quota amounted to a. de facto ban
on such imports and, with one minor exception, no imports have been
permitted since, the petition said. The US subsequently decided to have
recourse to Article XXIII:2 of the GATT (L/6316) which Korea turned down
saying that the establishment of a panel would be inappropriate at this
time.

575. New Zealand/United Statos: On 2 March the USDA issued proposed new
requirements on live lamb imports from New Zealand. The proposed revisions
to existing rules which are alleged to be more restrictive - particularly
the requirements imposed on the exporting country - than any other sheep or
cattle importation standards for any other major country, have been strongly
criticized. According to the NZ Minister Commercial, the draft rules go
beyond what is scientifically necessary and could constitute a non-tariff
barrier.

576. According to reports received in March, Poland's 1988 Foreign Trade
Plan calls for 6.3 per cent increase in imports from non-centrally-planned
economy countries and a 5.2 per cent increase in exports. The Plan aims to
achieve a surplus in trade with such countries of US$ 1.2 billion.

577. United States: The US plastics industry, claiming that shipments from
Japan and other countries are damaging National security, filed, in early
January 1988, a Section 232 case with the Commerce Department to curb
imports of injection-molding machinery. Under this Section of the 1962
Trade Expansion Act, the President has broad authority to impede imports if
they threaten a domestic industry's ability to supply the country in a case
of National emergency. According to the Society of the Plastics Industry,
which initiated the case, Japanese producers have not raised their prices
even though the value of the yen has risen dramatically against the dollar.
The Section 232 petition asks the Commerce Department to investigate and
identify problems in the domestic plastics industry caused by imports and
recommend remedial action to the President. The statement attributed this
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to problems with "non-competitive financing" and trade practices of other
countries, particularly Japan, that have hampered US producers. The
Department has a year to complete its investigation.

578. The Japan Society of Industrial Machinery Manufacturers (FSIM) in an
official rebuttal published in early April noted that 95 per cent of the
80,000 molding machines in the US are for non-military purposes and that
competition for foreign producers has led to lower prices.

579. United States cigarette exporters on 22 January 1988, filed an unfair
trade practices complaint in a 1974 Trade Act Section 301 petition against
the Republic of Korea and its government-controlled tobacco monopoly,
charging that they "discriminate against and unreasonably burden" the import
and sale of US cigarettes. The US Cigarette Export Association alleged that
Korean barriers to US cigarette exports are costing the industry as much as
US$520 million in lost sales a year. The association said that US cigarette
sales at the retail level in Korea amounted to US$1.3 million in 1986, or
only 0.66 per cent of the US$2.1 billion Korean market in that year. Korean
barriers to sales of United States cigarettes have been a source of friction
between the two countries since 1985. Under pressure from the
United States, Korea lowered, in 1987, tariff rates for cigarettes from
100 per cent to 70 per cent. The US has continued to press Korea to give US
cigarette exporters a better chance to compete in its market. On
16 February, the US Trade Representative's Office announced that it was
instigating an investigation.

580. United States(Congress): On 18 February 1988, US Administration
officials agreed to delay introduction of legislation to implement the
United States-Canada Free-Trade Agreement (FTA) until 1 June in exchange for
an assurance from Congressional leaders that Congress will vote on the pact
during this legislative session, the US Trade Representative's Office
announced. In a letter to Congressional leaders, the US Trade
Representative and Secretary of the Treasury agreed not to submit the
implementing bill to Congress until 1 June unless an earlier date is agreed
to by them and their Congressional counterparts. For Congress, the
agreement means the two Houses can proceed with their original plan to
complete consideration of omnibus trade legislation (HR 3 now pending in a
House-Senate conference committee) before turning to the Free-Trade
Agreement.

581. United States(Customs user fees): According to an official statement,
the United States will, amend new customs user fees after a GATT dispute
panel ruled that they did not conform with Article VIII of the General
Agreement (L/6264). The Administration will, reportedly, submit proposed
legislation to Congress before the end of the current fiscal year i.e.
30 September 1988. The US Congress, however, has already passed legislation
which will effectively increase, until 30 September 1990, the duration of
such fees (see Section VIII paragraph 507).
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582. United States(sugar): To reverse the prevailing pattern of steadily
declining US imports (see Section I(i) paragraph 95 previously), the US
Administration has proposed legislation (S 1000 and HR 2017) to reduce the
support price of sugar from 18 cents a pound to 12 cents in the next few
years. Similar, but more comprehensive legislation has also been introduced
by a bipartisan Congressional group. The Bradley-Downey bill would reduce
the sugar loan rate from 18 cents a pound by 1.5 cents a year until it
reaches 12 cents in 1991. The bill would also expand the overall import
quota by about 500,000 tons a year for four years. The legislators say that
the "artificially high" price of sugar costs US consumers US$3 billion a
year.

583. Legislation (HR 3101) has also been introduced in the US Congress to
restore sugar quotas for countries included in the Caribbean Basin
Initiative (CBI) to the levels that existed when the CBI went into effect on
1 January '984. In addition, an amendment to an omnibus federal budget bill
passed by the Congress and signed by the President in December 1987
authorizes US refiners to import an additional 400,000 tons of raw sugar
from the CBI countries and the Philippines in 1988 for processing and
re-export. Under the plan, CBI countries would ship 290,000 tons of sugar
to the United States and the Philippines' share would be 110,000 tons. The
sugar would be purchased at US prices and re-exported at free market prices,
which are lower. US refiners would 'be compensated for the price
differential by receiving surplus stocks of other agricultural commodities
held by the US government. In March, the Secretary of Agriculture formally
acknowledged that it will not implement the legislation "without additional
legislation specifically authorizing ... the necessary fundings.

584. United States/Japan: The US House of Representatives voted 399-17 in
early December 1987 to bar Japanese firms from US public works projects in
fiscal year 1988. The measure could cost Japanese firms some US$100 million
a year in lost business, according to Congressional estimates. The
provision, approved on 3 December 1987 as part of the omnibus continuing
resolution (HJRes 395), would prohibit the US government from procuring
Japanese construction services or products for US public works projects.
The President or an Agency head could waive the prohibition if it were found
not to be in the public interest. The US senate was expected to pass its
own version of the provision when it takes up the continuing resolution.
Subsequently, at the end of March 1988, US and Japanese officials reached
agreement resolving the issue (see Section VIII, paragraph 508 previously).

585. The US Administration was reported, at the end of the period, to be
making serious efforts to get Congress to moderate Toshiba sanctions
language in the export control provisions of the omnibus trade bill. At
issue is wording providing for the imposition of new export controls
following last year's disclosure of the Japanese company's diversion of
sophisticated technology to the Soviet Union.
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586. United States(Dept. of Commerce)/Japan: Imports of the controversial
Japanese product Digital Audio Tape Recorders (DATs) may be more acceptable
in the United States following the release of a study by the Commerce
Department's National Bureau of S.andards. Recording industries both in the
United States and in Western Europe have tried to block imports of Digital
Audio Tape recorders (DAT) because they can make unauthorized copies of
recordings that are virtually identical to the original, and therefore can
violate the rights of copyright holders such as songwriters and musicians.
To prevent this violation of rights, the US industry has proposed a
technological solution which would prevent the DAT machine from making
certain copies. On 1 March 1988, a US National Bureau of Standards study
found that the CBS-copy-code proposed copy-prevention system does not work.
DAT recorders are basically unavailable outside Japan, and Japanese machine
makers are only now trying to market DATs in Europe and the United States.
Legislation (HR 1384, S 506) proposed by the Administration and introduced
in Congress last year would require all DAT systems sold in the
United States to be fitted with a copy prevention device. Although the
legislation has not been enacted, its existence created an uncertainty that
inhibited retailers from importing DAT recorders. European producers in the
EEC have equally pressed for protective action calling on the EC Commission
to require Japanese producers to incorporate a "spoiler chip" (to block
taping of pre-recorded music).

587. United States/Peru: The US Federal Maritime Commission (FMC) has
announced in November 1987, that it will ban Peruvian ships from serving US
ports in March 1988 if the Government of Peru does not revise its allegedly
discriminatory shipping laws. The US-Peruvian shipping dispute has been
pending since April 1987. The FMC initially proposed to move against
Peruvian shipping lines in May 1987, but twice postponed action to permit
further bilateral negotiations. At issue is a Peruvian requirement that
third-flag carriers obtain special authorization to participate in Peru's
international trade. The FMC says the requirement could result in a
reduction in competition, an increase in rates and a reduction in service.
In order to be re-instated in US trade, Peruvian-flag lines will hare to
produce certificates from the Government of Peru stating that no laws or
regulations preclude non-Peruvian-flag carriers from competing in Peru's
trade on the same basis as Peruvian-flag ships. Trade between the
United States and the Peruvian port of Iquitos on Naviera Amazonica
Peruana (S.A.) (NAPSA), a Peruvian-flag line, was exempted from the ban.

588. According to a statement made by the United States House of
Representatives Speaker on 15 February, conferees working on pending trade
reform legislation (HR 3) are expected to report a compromise bill to the
House and Senate by 23 March, and, it was predicted, that both chambers
would approve the legislation by 1 April 1988. While some of the most
flagrant provisions in the bill have been deleted, the President has again
publicly stated his intention to veto "a bad trade bill". On the other
hand, the still pending legislation to hold imports of textiles and
non-rubber footwear to no more than 1 per cent a year above 1986 levels
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(Textile and Apparel Trade Bill, see L/6205 paragraph 150 to 153) has again
come under extensive lobbying under the auspices of the textiles industry
Fiber, Fabric and Apparel Coalition for Trade (see also L/6289,
paragraphs 364-366).

589. On 27 April 1988 the consolidated omnibus trade bill was given final
approval by Congress when the Senate approved the legislation. The 63-36
vote fell three short of the two-thirds majority necessary to override a
Presidential veto. The House of Representatives had previously passed the
same legislation by a majority of 312-107 (two-thirds of each chamber is
necessary to override the threatened veto). The major provisions of the
trade bill include:

- Requiring, subject to enumerated exceptions, Presidential action
against violations of trade agreements (including GATT) by other
countries;

- Increasing Presidential options for relief to domestic industries
harmed by imports to include international negotiations,
adjustment aid, and other actions;

- Authorizing the President to engage in GATT Uruguay Round trade
talks;

Providing nearly US$1 billion in worker retraining and other
benefits;

- Repealing the windfall profits tax on domestic crude oil;

- Requiring employers to give workers 60-day notice of plant
closings and layoffs;

590. The President has gone on public record with his refusal to accept the
bill as it stands at present and, according to report, is prepared to use
the Presidential veto if necessary.
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X. Movements in Exchange Rates

591. Concern over exchange rate behaviour and heavy official intervention
in exchange markets - with the dollar touching its lowest levels since 1949
against the Yen and the DM - was the dominant feature of the last six months
reporting period. The further depreciation of the dollar with critical
current account imbalances still widening led to two further meetings of the
Group of Seven, talk of target zones, while the annual meeting of the World
Bank and the IMF heard proposals by the US Treasury Secretary for
strengthening exchange rate management and incorporating commodity price
signals into the process of international economic co-ordination. In
addition, the draft US Omnibus Trade Bill contained provisions calling for
more appropriate and sustainable levels of trade and current account
balances and of exchange rates of the dollar and other currencies consistent
with such balance while providing for bilateral negotiations, where
considered necessaly, to ensure that surplus countries adjust their rates of
exchange with the US dollar to permit effective balance of payments
adjustment and eliminate unfair advantages.

592. Changes in price competitiveness were marked, Based on movements in
real effective exchange rates over the twelve months ending February 1988,
the US dollar depreciated by 8.7 per cent, the DM marginally by 2.2 per cent
while there was another strong appreciation of the Yen by 13.6 per cent.
Among the Asian countries referred to above, Hong Kong and Singapore showed
a currency depreciation of 2 and 4 per cent, respectively, on a
trade-weighted basis against their major trading partners, while Korea
(5.2 per cent) and Taiwan (6.5 per cent) appreciated.

593. The following additional exchange rate changes have taken place.
Where possible, an indication has been given of the current rate of increase
in inflation of the country in question. It should be noted that the
references are only to officially announced changes in foreign exchange
parities where the currency in question is either pegged to a specific
currency (US dollar, pound sterling, French franc, etc,), or tied to a
trade-weighted basket of selected currencies. Currencies whose rates are
subject to some form of managed floating, or which float independently, are
obviously not included (for previous changes and references for the
preceding six months, see L/6289, Section X, pages 72-74). The section is
complemented by a tabulation showing exchange rate arrangements maintained
by CONTRACTING PARTIES together with an indication, where applicable, of
their involvement in Standby or Structural Adjustment Arrangements, or
whether they are consulting under Article XVIII:B of the GATT.

594. Argentina: on 9 October 1987, Argentina devalued the Austral by
11.5 per cent from 2.7575/2.7690 to 3.1150/3.1300 Australs = 1 US dollar.
On 15 October, Argentina created a two-tiered exchange market. The rate for
commercial transactions was reduced by 10.8 per cent to 3.49/3.51 Australs
= 1 US dollar (from 3.1150/3.1350). The rate for financial transactions
continues to be allowed to float freely. Again, on 30 December 1987,
Argentina devalued the rate for commercial transactions by 6.66 per cent to
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3.74/3.76 Australs = 1 US dollar (for previous adjustments see L/6289
paragraph 371). As of the end of 1987, Argentina's inflation rate
represented an increase of 131.3 per cent over the previous year.

595. On 26 February 1988 Burundi devalued the Burundi franc against the SDR
by 9 per cent (to 177.10 FBu = 1 SDR from 161.00 FBu). In dollar terms the
franc is now worth US$1 - FBu130.70 as against US$1 - FBu118.80. The last
devaluation was in June 1986 by 15 per cent. Inflation by the end of 1987
showed an increase of 7.3 per cent over the corresponding period in 1986.

596. On 4 January, Chile announced a 3.9 per cent devaluation of its
currency, the first "maxi" devaluation since June 1985. According to the
Finance Minister, the move was taken to sustain the growth and diversity of
exports in the face of worsening protectionist pressures and increasing
trade barriers against Chilean exports (see also paragraph 62). Chile's
inflation rate at 19.9 per cent showed little annual change over the
corresponding period in 1986.

597. EEC(Portugal)/EMS: Following an earlier move by Spain in May 1987
(see C/W/528, paragraph 379), Portugal acceded, on 10 November 1987, to the
Agreement laying down the operating procedures for the European Monetary
System without, however, including the escudo in the ECU basket or
participating in the EMS exchange rate mechanism.

598. Egypt: According to reports at the end of the period the Egyptian
government has taken a fresh step towards abolishing the multi-tiered
exchange rate system and replacing it with a single, market-determined
system. The new measures - the third and last stage of a process started
last May - entails moving all remaining commercial bank foreign exchange
transactions to the free market band rate of US$1 = EE2.25. The central
bank rate, fixed at US$1 - EEO.70, will continue to apply for oil export and
Suez Canal revenues, and for Supply and Home Trade Ministry imports of basic
commodities, notably wheat, flour, sugar and edible oils.

599. Fiji: The authorities devalued the Fijian dollar on 7 October 1987 by
15.25 per cent against a basket of currencies. The previous devaluation, by
17.75 per cent was on 29 June 1987 (see L/6289 paragraph 374). In 1985, the
last available figure, inflation showed an increase of 4.4 per cent over the
previous period.

600. On 11 November 1987, the National Bank of Hungary devalued the
exchange rate of the forint against the basket of convertible currencies by
5 per cent (for previous devaluation by 8 per cent see L/6205
paragraph 376). Inflation at the end of 1986, recorded an increase of
5.3 per cent over the preceeding twelve-months period.

601. On 16 January 1988, the Reserve Bank of Malawi announced a 15 per cent
devaluation of the kwacha against the basket of ten trade-related currencies
to which it is linked. At the same time, the Bank said import procedures on
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some raw materials and spare parts are to be eased. From 1 February,
commercial banks will be able to approve imports of some categories of goods
without first seeking Central Bank approval, although a list has yet to be
published. The kwacha was last devalued, by 20 per cent, in February 1987
(see L/6205, paragraph 382); at that time, the rate of inflation registered
an increase of 14 per cent at the end of 1986 over the corresponding period
a year previously.

602. Iceland: On 29 February, the Krona was devalued by 6 per cent against
a basket of currencies under a new series of economic measures announced by
the Government (the inflation recorded an increased over 1986 by
18.2 per cent).

603. Republic of Korea: According to a statement made by the Korean
Finance Minister on 13 January 1988, the United States has asked Korea to
raise the value of the won by 10 to 15 per cent against the US dollar; this
would be in addition to the approximate 8 per cent appreciation of the won
over 1987. This was the first time a Government official had disclosed a
specific revaluation figure sought by the United States. (In the past,
Korean officials have only said that the United States was calling for a
one-time major revaluation of the won, instead of a continuation of its
gradual rise). The annual percentage change in Korea's inflation showed a
small increase of 3.2 per cent at the end of 1987 over the proceeding twelve
months.

604. On 14 December 1987, the Bank of Mexico devalued the controlled rate
of the peso by 22 per cent to 2,200 pesos to the US dollar (it had
previously traded at 1,796.9 to 1,805.2). The same controlled rate, which
is set daily by the Central Bank, and the nationalized banks, is used for
all Mexican imports and exports. The adjustment puts the controlled rate at
about the same level as in the free-market rate. The free rate is used for
tourism and most transactions along the Mexico-US border. The value of the
free-market peso plunged nearly 46 per cent in one day in 1987 after the
Central bank stopped selling dollars to support the currency. By the end of
1987, the rate of inflation had shown an increase of 159.2 per cent over
1986.

605. In February, under a monetary reform programme, Nicaragua introduced a
new monetary unit (deleting three zeros off the old currency) and set a
unified exchange rate of 10 new cordobas to the US dollar (for previous
modification, see L/6025 paragraph 328).

606. Peru: In late October 1987, the offical rate in the Single Foreign
Exchange Market was devalued from 15.89 to 20 intis to the United States
dollar. For the redemption of foreign currency certificates, surcharges of
125 per cent of the official rate for large-scale mining products and
hydrocarbons, 140 per cent for other traditional products, and 160 per cent
for non-traditional exports, were applied.
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607. In December 1987 the official rate in the Single Foreign Exchange
Market was again devalued, from 20 to 33 intis per United States dollar. In
addition, the number of exchange rates applied to exports was reduced from
three to two: 121.22 per cent for exports of traditional products and
127.28 per cent for exports of non-traditional products. A Supreme Decree
of 10 March 1988 introduced a special administrative system for the payment
of imports under the responsibility of the Central Bank, which must
authorize such payments through the Financial System. The requirement
consists of the authorization and registration of financing in the case of
imports paid for by means of external financing, and will remain in force
until 31 December 1988 (for a summary of the evolution of Peru's exchange
rates for trade in goods since 26 October 1987, see L/6291). By the end of
1987, Peru's inflation rate had registered an increase of 35.8 per Cent over
the corresponding period of the previous year.

608. On 1 February 1988, Poland put into effect an austerity programme.
Apart from a range of price increases, the zloty was devalued by
15.8 per cent against the United States dollar. The new base rate has been
set at 380 zlotys/US$1, from 319.96 zlotys (for previous devaluation by
17.7 per cent see L/6205, paragraph 383). By the end of 1987, inflation had
registered a 13.5 per cent increase over the corresponding period of the
previous year.

609. Sudan announced a 44.4 per cent devaluation of the official rate of
the Sudanese Pound from 2.5 LSd to 4.5 LSd = US$1. At the end of 1986, the
inflation rate showed a rise of 26.4 per cent over 1985.

610. With effect from 2 January 1988, the Central Bank of Trinidad and
Tobago will apply a new system for the allocation of foreign exchange for
the importation of goods. Trade allocation certificates in categories A - D
are issued to importers which are registered with the Central Bank for the
purchase of foreign exchange during 1988. Importers of goods under
category A (essential foods, drugs, medical supplies, spares, packaging and
intermediate goods) will receive 75 per cent of their 1987 allocation.
Category B importers (construction equipment, textiles, sports goods,
publications) will receive 60 per cent of their 1987 allocation. Category C
importers (vehicles, garments, footwear, beverages) will receive only
50 per cent of their 1987 allocation, while category D importers (capital
imports and raw materials associated with capital goods for investment) will
have their allocation for 1988 increased by 30 per cent above the 1987
allocation.

611. On 17 November 1987, the National Bank of Yugoslavia announced a
24.6 per cent devaluation of the dinar against a basket of currencies.

612. Group of Seven: On 22 December 1987, the Finance Ministers and
Central Bank Governors of the Group of Seven countries issued a statement in
which, inter alia, they:
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- reaffirmed the basic economic policy objectives agreed to in the
Louvre Accord (see previous reference, L/6205, paragraph 388) and
the continuation of co-ordination efforts in 1988;

- view recent monetary policy decisions and the reduction of
interest rates in some countries as appropriate and contributing
to a restoration of stability to financial markets; and

- agreed that excessive fluctuation of exchange rates or further
changes in the dollar, to an extent that becomes destabilizing,
could be counter-productive to growth prospects in the world
economy.

613. Again, on 13 April, the Group of Seven met and essentially reaffirmed
the validity of the policy directions and commitments set forth in their
previous statement (see above), Inter alia they expressed:

- the view that either excessive fluctuation of exchange rates, a
further decline, or rise in the dollar, to an extent that becomes
destabilizing to the adjustment process, could be
counter-productive by damaging growth prospects in the world
economy;

- that the authorities of certain newly industrialized economies
should accept greater responsibility for ensuring an open trade
and payments system; to this end they should reduce trade
barriers and allow their currencies to reflect fully the
underlying strength of their economies;

- strong opposition to protectionist measures as a means of
responding to global imbalances;

- they reaffirmed the current case-by-case strategy as the only
viable and realistic approach for overcoming international debt
problems.

614. The Group of Seven meeting was followed almost immediately after by
publication of the February US trade figures which, contrary to
expectations, showed a further widening of the trade deficit; the markets
reacted accordingly although a three month moving average since September
last year shows a narrowing in the deficit.

615. United States; In late March, Congress and the Administration finally
reached agreement on the wording to be used in the consolidated Omnibus
Trade Bill with respect to exchange rates. The intent of the revised
provisions essentially remains the same viz to give greater oversight to
Congress to prevent a situation - such as that in the early 1980s - where
the US dollar becomes "seriously overvalued". The proposed statutory
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requirement to set and publicize exchange rate levels unilaterally has been
dropped. Among the proposed requirements agreed to are:

- increasing the accountability of the President for the impact of
economic policies and exchange rates on trade competitiveness;

- requiring the Secretary of the Treasury to analyze, on an annual
basis, the exchange rate policies of foreign countries, in
consultation with the IMF, and consider whether countries
manipulate the rate of exchange between their currency and the US
dollar for purposes of preventing effective balance of payments
adjustments or gaining unfair competitive advantage in unilateral
trade. Where such manipulation is deemed to have taken place,
the Secretary of the Treasury shall take action to initiate
negotiations on an expedited basis, in the IMF, or bilaterally,
to redress the situation;

- the US Treasury's economic policies have also been given added
accountability vis-a-vis Congress.
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APPENDIX

ExchangeRateArrangement
(Asof 31 Dcember1987)

FlexibilityLimitediirfliruCEtiiriea
in terms of a
Single Currency or
Group of Currencies

singlenli.
Cur-
rency

....I

........I
co-oper-
ative
Arrange
oents

.........

................................

More flexible

Adjusted
according
to a set of
indicator

x

longiedfloating
dently
floating

......

.... . ...........

Standby Date of
Arrange Expiration
oents

I 30.10.80

31.3.80

31 .5.66

28.4.0BR

30.4.89

30. .1 BB0

31.12.16

I 131.5.8,

.......I..............

Structural
Adjustment Date of BOP
Arrange- Expiration Art.
ments XVIII:B

5.2.90

7.S.B9

31.5.90

29.10.90

16.9.f9

10.11.90

16.12.89

Currency pegged to

......

French
Franc

Other
Currency

.....
US
Dol lar

.. .

Other

Co.-
posits

.......

SDR

Contracting
Party

..............

Antigua and
Barbuda

Argentina
Australia
Austria
Bangladesh
Barbados
Belgium
Belize

Benin
Brazil
Burkina Faso
Burma
Burundi
Cameroon
Canada
Central African
Republic

Chad
Chi le
Colombia
Congo
Cite d'Ivoirs
Cuba
Cyprus
Czechoslovakia
Denmark
Dominican
RepubIic

Egypt
Finland
France
Gabon
Gambia
Germany, F.R.
Ghana
Greece
Guyana
Haiti
Hong Kong
Hungry
Iceland
India
Indonesia
Ireland
Israel
Italy
Jamaica
Japan
Kenya

I

I

I

X

X
I I

I

I
I

X

I

I

I

I

X

X

X
I
I

X

I

X



C/W/548
Page 153

Currency pegged to

I............-Other lhe;7.

French Other Coa
Franc Currency SDR posite

SAF. Rand

Flexibility Limited
In terms ofa
Single Currency or
Group of Currencies

Single w-- -opier--
Cur- ative

rency Arrange-
oents

More flexible

'AdjustedH ...8'
according
to a set of
indicators

macaged dentIy
floutIng floating

Standby
Arrange-
ments

Structural
Date of AdJustment

Euiration Arraoge-
lents

16. 3.BB

3.5.00

1I4.b69
31. .08

23.4.98

25, 10. BB

6.4.68

14.5.69

"Comprises currencies which are pegged to various 'baskets' of currencies of the members' own choice, as distinct from the SDR basket.

²Exchange rates of all currencies have shown limited flexibility In terms of the US dollar

³Refers to cooperative arrangement maintained under the European Monetary System.

'Includes exchange arrangements under which the exchange rate is adjusted at relatively frequent intervals, on the basis of indicators determined by the respective

member countries.

5Provisional accession.

SourceInternational Financial Siatistics Vol ILI, No, 4, April 1988 - International Monetary Fund.

Dollar

Contracting
Party

. .............

Korea, Rep. of

Kunait
Lesotho
Luxembourg
adagascar
Malawi
Malaysia
Maldives
Malta
Mauritania
Mauritius

Morocco

Netherlands
New Zealand
NIcaragua
Niger
Nigeria
Norvay

Patistan
Peru
Philippines
Poland
Portugal
Romania
Rwanda
Senegal
Sierra Leone
Singapore
South Africa
Spain
Sri Lanka
SurinAme
Sweden
Switzerland
Tanzania
Thai Iand
Togo
Trinidad and

Tobago
Tunisia5
Turkey
iganda
United Kingdom
United Statvs
Uruguay
rugoslavia
airede
asbia

litbabue
.---- -- - - -

Date of DDP
Expiration AXrjt.

30.8.90

21.9.19

16.11.i39

9.11.99
13.11.t9

29.10.90

IA.6.90

14.5.90

I

X X

I

X
S

I
I

I

I

X

I
I

X

X

S

I

I

I
I

I
I

I

X
I
I

I

I
I

S X
S



C/W/548
Page 154

XI. Trade-related developments in other fields

616. Most of the trade-related developments flagged in this section concern
Third World debt initiatives as well as measures to reduce the US Federal
Budget deficit. Also of note was the announcement of a major Korean plan to
restructure the economy and the EC Commission's use of Article 85 of the
Treaty of Rome against anti-competitive business acquisitions.

617. Bolivia: In March, the Government announced that creditor banks have
agreed to sell back US$308 million-worth of Bolivian debt at a discount of
89 per cent. The amount of debt to be bought back is increased to slightly
more than US$500 million with the inclusion of waived interest and charges,
and will reportedly represent an outlay of some US$33.5 million for Bolivia.
The operation will be concluded once the creditor banks' co-ordinating
committee certifies the funds for payment.

618. On 29 March, the Rio de Janeiro stock exchange will hold its first
debt-conversion auction, which will allow holders of Brazilian debt to
exchange it for equity in "non-essential" industries. Some restrictions
have been placed on the debt-conversion exercise. First, the conversion
funds into which successful bidders must channel the proceeds of their sales
may not hold more than 5 per cent of a company's ordinary stock or
20 per cent of its total capital. Secondly, companies in some sectors -
petrochemicals, computing, energy - are excluded from the auctions. For the
first auction, a minimum level of US$150 million has been set. The
government expects to convert some US$1.5 billion-worth of debt through
auctions this year.

619. Canada: On 29 April 1988, the Superintendent of Financial
Institutions released to Canadian banks revised guidelines covering country
risk provisioning requirements. Among the changes from previous guidelines
is a new required level of provisioning, now set at 35 to 45 per cent. All
Canadian banks currently meet or exceed the 35 per cent minimum.

620. EEC: The European Court of Justice ruled, on 17 November 1987, that
the European Commission had used its authority properly in imposing
conditions on a major US cigarette group's acquisition in 1984 of a
24.9 per cent stake in its UK-based main competitor on the EEC market. The
wider implications of the judgement are the first-ever confirmation that the
EC Commission can apply Article 85 of the Treaty of Rome, which prohibits
all agreements likely to share transactions between competing companies and
thereby distort free competition within the EEC (hitherto, only Article 86,
which outlaws the abuse of a dominant position, has been used) and,
moreover, that it may act against anti-competitive acquisitions involving
companies based outside the EEC.

621. EEC(European Parliament): A warning to the EEC Commission not to make
any more concessions over the Community's ban on hormones in meat has come
from the European Parliament. On the final day of the February 1988 plenary
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session in Strasbourg, the Assembly passed two resolutions, by a large
majority, calling on the Commission to ensure that the ban is strictly
enforced, and that pressure from the United States or elsewher to soften
the impact of the new measures be resisted (see also paragraph 91).

622. Japan: On 4 January 1988, the Bank of Japan eased qualification
criteria for foreign companies' subsidiaries under its short-term import
financing scheme (which was set up in 1983), whereby import bills are
rediscounted, usually for up to 4 months.

623. The Japanese Prime Minister announced, on 15 December 1987, that as
part of the US$20 billion recycling programme (see L/6289, paragraph 393), a
new US$2 billion three-year fund aimed at supporting the development of the
private sector of each ASEAN member country and, as well, the promotion of
ASEAN regional co-operation will be set up, with more than half the amount
in the form of development aid. Subsequently, on 21 December 1987, the
Japanese Government disclosed that it will lend the IMF's Enhanced
Structural Adjustment Facility up to SDR 2 billion over the period 1988-92
and an additional SDR 500 million could be provided should other donor
countries agree to a trebling of the Facility.

624. According to a press report on 18 January 1988 by the National Tax
Administration, Japanese companies' profits from debt-for-equity swaps will
be exempted from corporation tax at the time when the companies acquire the
equity in order to promote direct investment in developing countries. Also,
according to a report on 7 March 1988, the National Tax Administration will
allow domestic firms to write off (i.e. to create a special reserve account
for bad debts), in their end-March fiscal statements, up to 50 per cent of
loans outstanding to heavily indebted developing countries (i.e. central
governments, central banks and/or local governments) that have been in
default or have failed on interest or principal payments for at least three
years, with no rescheduling programmes and no new money supply programmes in
force. Again, on 30 March, the Ministry of Finance said it will allow banks
to increase general loan-loss reserves against debt of heavily indebted
countries from 5 to 10 per cent from the end of fiscal year 1987, with the
level of tax-free reserves to remain at 1 per cent.

625. Republic of Korea: According to a statement by the Minister in
March 1988, the Korean Finance Ministry will carry out a major plan to
restructure the economy. Among the principal objectives are to:

- cut import tariffs over the next five years (the plan calls for
the country's average import tariffs to be halved by 1993 from
their current average of 17 per cent. Details of the plan wil.
be completed by June 1988);

- overhaul the country's export-and-import-management system to
expand imports of essential goods whose prices are higher in
Korea than abroad;
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- extend tax benefits and financial support to industries that
might be hurt by the planned import expansion;

- increase the Republic of Korea's capital contribution to the
World Bank and the Asian Development Bank and work more actively
to aid developing countries through a contribution to the
International Monetary Fund.

626. The principal objective of the exercise is, reportedly, to reduce the
nation's widening current account surplus (Korea expects its surplus to
narrow to around US$7 billion this year, compared with 1987's
US$9.8 billion).

627. The Korean Authorities issued, on 18 March, regulations implementing a
26 January 1988 agreement with the United States that. paves the way for US
insurance firms to enter the Korean life insurance market through joint
ventures with all but the top 15 Korean business companiies. Still
unsettiled, however, is a US dispute over the re-insurance market which Korea
has reportedly committed itself to liberalizing by 1990.

628. Peru/"Debt-for-nature" Swap: Peruvian officials are studying with the
New York Zoological Society a "debt-for-nature" swap in which
US$5 million-worth of Peruvian debt would be exchanged - at a discount - for
spending in the preservation of nature reserves. A major US bank (Chase
Manhattan) has been approached with a view to concluding an operation in
July-August this year, officials say. "Debt-for-nature" swaps have already
been concluded by Bolivia (with Conservation International) and Ecuador
(with the World Wildlife Foundation).

629. United States: The Administration and Congressional negotiators
agreed, on 20 November 1987, to take measures to reduce the Federal budget
deficit by US$30.2 billion in fiscal 1987-88 (October-September) and by
US$45.9 billion in fiscal 1988-89. Outlays would be affected by a total of
US$36.3 billion (mainly in the areas of defence, non-defence discretionary
spending, "medicare', debt service, personnel and farm price supports), and
revenue by US$28.3 billion (of which US$23 billion through tax increases);
most of the remainder is to come from asset sales. At the same time the
President, as required by the revised Gramm-Rudnian-Hol.lings Act, signed a
"sequestration" order, directing automatic across-the-board budget cuts
totalling US$23 billion in fiscal 1987-88 should Congress not endorse the
budget accord within 10 working days.

630. The US Congress approved, on 22 December 1987, two bills which, signed
by the President the same day, aim at reducing the Federal budget deficit by
US$32.7 billion in 1987-88 (October-September) - US$2.5 billion more than
under the previous agreement (see L/6205, paragraph 401). The bills thus
obviated the automatic cuts under the Gramm-Rudman-Hollings Act leaving
unchanged the US$46 billion reduction for 1988-89. Of the reduction in
1987-88, US$17.6 billion will stem from the Budget Reconciliation Act,
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US$7.6 billion (of which US$5 billion in the defence allocation) from a
range of cost-cutting measures under the Omnibus Spending Act, and
US$7.5 billion from the refinancing of government loans, including military
loans to foreign countries. A National Commission will be set up to report
on ways t:o further reduce the deficit. A clause barring Japanese
construction firms from participating in. US public works projects was also
linked to the legislation (see paragrap" 584).

631. The President submitted, on 18 February 1988, the Federal budget for
1988-89 (October-September). Taking account of the spending cuts and
revenue increases mandated by Congress (previous paragraph), outlays are to
rise by 3.6 per cent (to IJS$1,094 billion) and receipts by 6.1 per cent,
entailing a reduction in the deficit to US$129.5 billion (2.6 per cent of
GNP) from an estimated US$146.7 billion (3.1 per cent of GNP) in 1987-88.
Excluding proposed Federal asset sales, the 1988-89 deficit is slightly
short of the ceiling triggering automatic spencling cost. . Among the three
main expenditure categories, defence would rise by 3 per cent, social
security by 6.4 per cent, and health and Medicare by 6.6 per cent. Priority
spending areas include science, education and space; significant: cuts will
be sought in housing prograimmes and farm price supports.

632. United States/F.R. Germany/Group of Seven: In View of panic selling
on 19 October 1987 on the world stock exchanges, triggered by a share price
collapse in New York, the US and West German authorities reaffirmed, on the
same clay, (19 October 1987) their commitment to currency stability as agreed
within the Group of Seven (see C/W/528, paragraphs 381-.382). A short: while
afterwards, the Bundesbank lowered its rate on a new securities repurchase
facility by 0.05 percentage points (the rate had increased by 0.25 points
since late September 1987). The next day, the US Federal Reserve Board
affirmed its readiness to serve as a source of liquidity to support the
economic and financial system, consistent with its responsibilities as
Central Bank.

633. United States/Mexico: Under a novel debt swap arrangement forged by a
US commercial bank and the Mexican Government and expected to be completed
by end-March 1988, the Mexican Government, in agreement with the US
Treasury, will be able to buy up to US$10 billion of special non-marketable
20-year zero-coupon US Treasury certificates for almost US$2 billion.
According to the announcement of 29 December 1987, the certificates will
serve as collateral for new 20-year US dollar bonds to be issued by the
Mexican Government at an interest rate of 1 8 percentage points over the
six-month Limit and auctioned to US and other foreign creditor banks in
exchange for all or part of its existing debt. It is estimated that up to
US$53 billion of Mexico's public sector debt to commercial banks is eligible
under the scheme, of which, at current discounts on the secondary market and
on condition that the Government obtains waivers on earlier loan agreements
- which prevent it from pledging collateral against foreign debt - about
US$20 billion could be retired.
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634. According to reports, by 3 March 1988, the Mexican Finance Ministry
had accepted US$3,7 billion (at an average price of 69.8 per cent) out of
bids totalling US$6.7 billion presented by 139 banks from 18 countries under
the above auction. Hence, Mexico will issue US$2.6 billion in new 20-year
government bonds to commercial band creditors in exchange for old debt and
will invest US$0.5 billion of its exchange reserves in zero-coupon bonds
issued by the US Treasury, which will guarantee repayment of the 20-year
bonds. The resultant debt service savings for Mexico amounts to an
estimated UTS$2.6 billion, of which US$1.5 billion in lower interest over
20 years.

635. The Venezuelan Finance Ministry has announced that it will be able to
reduce the amount of outstanding external debt this year, through debt
conversion, by US$800 million. This would represent a saving of some
US$80 million in debt servicing this year. A special commission formed by
the Central Bank and the Planning and Finance Ministries is currently
studying the first three investment projects for inclusion in the
debt-conver-sion scheme: two in the chemical sector, worth US$10 million,
one in shrimp farming (US$7 million) and one in aluminium processing
(US$2 million). In the pipeline is a US$115 million iron briquettes project
in which Kobe Steel of Japan has shown an interest, and an aluminium plant
with the expected participation of Pechiney and Austria Metal.

636. European Committee for Copyright Protection (COLC.) : According to
press reports early March, governments from seven European countries have
formed a new Committee - the European Committee for Copyright Protection
(COLC) - to fight against counterfeiting, an activity believed to represent
between 3 and 5 per cent of world trade. Furthermore. it s estimated that
130,000 jobs in the United States and 100,000 jobs in the European Community
are lost because of counterfeiting. COLC will be based in Geneva and will
represent 1,400 companies. Member governments include Belgium, France,
Italy, Luxembourg, the Netherlands and Switzerland. Spain is expected to
join the organization.

637. IBRD: In an update of its annual report on the debt problem, the
World Bank reported that Third World external debt reached US$1.19 trillion
last year, an increase of 2 per cent over 1986, while investment and
economic growth stagnated. The report predicted that Third World debt would
continue to rise in the near future and would reach US$1.245 trillion by the
end of 1938. Capital continues to flow out of the developing world into the
industrialized countries, the report said. Net capital outflows reached
US$29 billion in 1987, the second highest level in history; the peak was
reached in 1986, when developing countries sent US$30.7 billion more to the
rich countries than they received in return. The Bank noted that "the hope
that time, policy adjustment. by the debtor countries and support from the
global economy would steadily erode the scale of debt problems has been
consistently frustrated".
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638. IMF: The donor countries (except the United States) agreed, on
29 December 1987, to provide special loans and other contributions totalling
SDR 6 billion for the creation of an Enhanced Structural Adjustment Facility
(ESAF), which will complement the existing IMF's Structural Adjustment
Facility presently at SDR 2.2 billion. Under the ESAF, the 62 eligible
countries with the lowest per capita income (the same that qualify for IDA
assistance) will be able to borrow for 10 years (with a five-year grace
period) probably up to 250 per cent of their IMF quota at an interest rate
of 0.5 per cent. Interest subsidies, which will also be paid by the donor
countries, are expected to cost an extra SDR 2.5 billion.

639. The Organization for Economic Cooperation and Development announced
that minimum interest rates for officially-supported export credits were
raised by six-tenths of a percent on 15 January 1988. The new rates are
10.15 per cent for repayment periods of between two and five years and
10.40 per cent for those of more than five years on credits extended to
"relatively rich" countries; 8.85 and 9.35 per cent on credits from
"intermediate" countries; and 8.0 per cent on both maturities from
"relatively poor" countries. The last rate change was in July 1986. The
rates were formerly as follows: 9.55 per cent for two-to-five year loans
and 9.80 per cent on loans of over five years to relatively rich counties;
8.25 for two-to-five year loans and 8.75 per cent on five-year-or-over loans
to intermediate countries; and 7.40 per cent on both maturities to
relatively poor countries. Special rates, however, applied to exports of
commercial jet aircraft, aircraft equipment, and services for nuclear power
plants.

640. International Jute Agreement: The EEC's Foreign Ministers adopted on
23 November 1987, a Decision formally enabling the European Community to
sign the 1982 International Jute Agreement (IJO). The European Community's
signing of the International Jute Agreement, previously adhered to by the
various member and non-EEC States in 1982 and in force in 1984, was
subordinated to its being signed by all of the member States, first.
Portugal's signature, on 17 November, shortly atuer the Ministerial decision
approving Portugal's membership in the IJO, was the last one needed to
fulfil this condition. Thus Portugal and the EEC are the thirty-second and
thirty-third members, respectively, of the Organization.
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APPENDIX I

NOTIFICATIONS RELATED TO REQUIREMENTS APPLICABLE TO
CONTRACTING PARTIES GENERALLY

This appendix reports on notifications received in accordance with
requirements applicable to contracting parties generally (see C/111, Annex I
and PREP.COM(86)W/31/Add.l). It refers to notifications received during the
period October 1987-March 1988 with respect to Articles II, VI, IX, XI, XVI,
XVII, XVIII:A,C,D, XXIV, XXV, XXVIII and XXXVII:2(a) as well as those
relating to border tax adjustments, liquidation of strategic stocks and
export of domestically prohibited goods. In paragraph 2 of the
Understanding Regarding Notification, Consultation, Dispute Settlement and
Surveillance, contracting parties reaffirmed their commitment to existing
obligations under the General Agreement regarding publication and
notification (BISD 26S/210). Measures referred to in notifications under
paragraph 3 of the Understanding, which contains a further undertaking
concerning notification of the adoption of trade measures affecting the
operation of the General Agreement, have been included in the main body of
the present review.

Article II:6(a) - Adjustment of specific duties

No notifications have been received during the period.

Article VI:6(c) - Anti-dumping and countervailing duties

No notifications have been received.

Article IX - Marks of origin

No notifications have been received.

Article XI - Quantitative Restrictions

(a) Technical Group on Quantitative Restrictions and Other non-tariff
Measures

Basic documentation on quantitative restrictions and other non-tariff
measures has been consolidated and issued as NTM/W/6/Rev.4. The secretariat
analyses have been updated and issued as NTM(TG)/W/3. Annex I summarizes
the information on quantitative restrictions maintained by all contracting
parties as at 31 December 1987.

(b) Licensing

In accordance with a decision taken at the Twenty-Eighth Session of
the CONTRACTING PARTIES, contracting parties are invited every year to
communicate to the secretariat any data on their licensing systems necessary
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to bring up-to-date their individual country data (SR.28/6 and L/3756,
paragraph 76). Annex II below lists notifications on import licensing
received since 1981. Annex III summarizes the status of notifications as of
31 March 1988.

Article XVI - Subsidies

In accordance with the Decision taken at the Twentieth Session of the
CONTRACTING PARTIES (BISD, 11S/58), contracting parties are requested to
provide complete notifications on their subsidy measures. Under this
Decision, every contracting party should submit every third year new and
full notifications. Annex IV below lists notifications on subsidies
received since 1981. During the period under review, notifications on
subsidies have been submitted by Australia, Austria, EEC, Hong Kong, Israel,
Japan, New Zealand, Norway, Philippines, Sweden, the United States and
Uruguay. (See Section VI in the main body of the present document.)

Article XVII - State trading

In accordance with the Decision of the CONTRACTING PARTIES adopted at
their Twentieth Session (BISD 11S/58), contracting parties were requested on
4 January 1988 to submit notifications of the changes which have occurred in
their state-trading measures since their full notifications in 1987
(L/6293). Annex V to Appendix I contains a table showing notifications
received since 1981.

Article XVIII:AC,D - Governmental assistance to economic development

No notifications have been received.

Article XXIV - Customs unions and free-trade areas; regional agreements

At their Twenty-Seventh Session, the CONTRACTING PARTIES instructed
the Council to establish a calendar fixing dates for the examination, every
two years, of reports on developments under regional agreements submitted by
the parties to the agreement (L/4445). The following information referring
to regional agreements has been provided by the parties to the agreements
during the period under review:

Canada - United States Free-trade Agreement: In October 1987 Canada
and the United States informed the Council that they had initialled on
3 October 1987, ad referendum, a free-trade agreement which would lead to
significant trade liberalization (C/M/213). In February 1988 Canada and the
United States informed the Council that the Canada - United States
Free-trade Agreement had been signed by the President of the United States
and by the Prime Minister of Canada. Pending the ratification of the
agreement its text was not yet available for circulation (C/M/217).
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EEC - Cyprus Association Agreement: On 22 March 1988, the Council
considered the biennial report (L/6313), containing information given by the
parties to the Agreement.

EEC - Malta Association Agreement: On 22 March 1988, the Council
considered the biennial report (L/6314), containing information given by the
parties to the Agreement.

Latin American Integration Association (LAIA): In December 1987 LAIA
transmitted to the secretariat a report on Economic Complementarity
Agreement No. 7 concluded between Argentina and Brazil within the legal
framework of the 1980 Treaty of Montevideo on 10 December 1986
(L/6158/Add.1). The Agreement comprises, inter alia a liberalization
programme in the capital goods trade between the two countries.

Agreement between the European Communities on the One Hand and
Austria, Finland, Iceland, Norway, Sweden and Switzerland on the Other Hand:
The accession of Spain and Portugal to the European Communities in
January 1986 necessitated the negotiation of transitional measures and other
adaptations to the agreements existing among the parties concerned based on
Article XXIV of the General Agreement. The new agreements were signed on
14 July 1986 (L/6302).

Accession of Spain and Portugal to the European Communities:
Negotiations under the provisions of Article XXIV:6 led to the establishment
of a new schedule of tariff concessions for the enlarged Community following
the accession of Spain and Portugal. The European Community reserved the
right to modify these concessions if necessary as a result of those
negotiations or consultations under Article XXIV:6 that were still
outstanding (L/5936/Add.6). (See also Article XXVIII:3 notification by the
United States.)

South Pacific Regional Trade and Economic Co-operation Agreement
(SPARTECA): Biennial report containing information given by Australia and
New Zealand on the Agreement (L/6279) was considered by the Council in
February 1988.

Article XXVIII - Modification of schedules

Between October 1987 and March 1988 the following contracting parties
have reserved their right, under Article XXVIII:5 to modify their schedules
during the three-year period commencing on 1 January 1988: Argentina,
Australia, Austria, Bangladesh, Brazil, Canada, Chile, European Communities,
Finland, Hungary, Israel, Japan, Malaysia, Mexico, New Zealand, Norway,
Poland, Singapore, South Africa, Sweden, Switzerland, Thailand, Turkey,
United States, Uruguay, Yugoslavia, Zimbabwe.

During the period under review, the following contracting parties
annexed to the Second Geneva (1987) Protocol their consolidated schedules in
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the nomenclature of the Harmonized Commodity Description and Coding System
(Harmonized System): Australia, Austria, Canada, Hong Kong, Korea, Rep. of,
Switzerland and Zimbabwe. Moreover, the following governments have notified
to contracting parties during the same period their decision to implement
the Harmonized System on 1 January 1988: Israel, Malaysia, Thailand and
Yugoslavia.

Finland notified the correction of a statistical error in the Finish
Schedule XXIV. (The binding rate in the HS-code 1604.19 (Other) at the
page 63 should be 2% instead of the mentioned 4%.)

In March 1988, the United States notified the restoration of the
suspended bindings in Schedule XX in respect of certain imports from the
EEC, subject to the provisions of the 30 January 1987 "Agreement for the
Conclusion of Negotiations Between the United States and the European
Community under GATT Article XXIV:6". The suspension of tariff concessions
had been in force since June 1986 following the withdrawal by the EC, in
February 1986, of concessions in Schedule XLV of Spain, Schedule XLIV of
Portugal and Schedule LXXII and LXXII bis of the EC of 10 (L/5997/Add.2).

Article XXXVII:2(a) - Non-fulfillment of Article XXXVII:1

No notifications have been received for a long time.

Border tax adjustments

No notifications have been received for a long time.

Liquidation of strategic stocks

No notifications have been received.
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ANNEX I TO APPENDIX I

SUGARY OF INFORMATION ON QUANTITIATIVE RESTRICTIONS
MAINTAINED BY ALL CONTRACTING PARTIES AND CONTAINED

IN NTM/W/6/REV.4 AND REV.4/ADD.1
(31 December 1987)

Date of the Nature of

Contracting party latest informationI

notification

Antigua and Barbuda

Argentina 1986 D, G
Australia 1987 D
Austria 1987 D, G
Bangladesh 1987 D
Barbados 1980 G
Belize -
Benin 1968 G
Botswana -
Brazil 1987 D
Burkina Faso 1971 G
Burma 1965 G
Burundi 1971 G
Cameroon 1986 D, G
Canada 1987 D, G
Central African Rep. -
Chad 1971 G
Chile 1987 D, G
Colombia 1986 D
Congo 1966 G

The nature of the information on measures maintained:

D detailed (contained in the table of NTM/W/6/Rev.4)

G general (contained in the country notes of NTM/W/6/Rev.4)

No QRs the contracting party has notified that it did not maintain
any quantitative restrictions

no information available.
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Date of the Nature of

contracting party latest information

notification

Côte d'Ivoire 1984 D
Cuba 1986 No QRs
Cyprus 1971 G
Czechoslovakia 1987 D
Dominican Rep. 1985 No QRs
EEC 1987 D, G
Egypt 1986 D, G
Finland 1987 D, G
Gabon 1971 G
Gambia -
Ghana 1987 D
Guyana 1968 G
Haiti _
Hong Kong 1987 No QRs
Hungary 1986 D
Iceland 1984 D, G
India 1986 D
Indonesia 1984 D
Israel 1987 D
Jamaica 1985 D
Japan 1987 D
Kenya 1984 D, G
Korea, Rep. of 1987 D
Kuwait 1971 G
Lesotho -
Madagascar 1976 G
Malawi 1986 D
Malaysia 1984 D, G
Maldives -
Malta 1977 D
Mauritania 1967 G
Mauritius 1985 No QRs
Mexico _

1On imports.

2The Mexican delegation has indicated that it had not made a formal
notification of its quantitative restrictions.
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Date of the
u ~~~NatUre of

Contracting party latest information

notification

New Zealand 1987 D
Nicaragua 1965 G
Morocco 1987 D

Niger 1969 G
Nigeria 1987 D
Norway 1987 D, G
Pakistan 1986 D
Peru 1987 D
Philippines 1987 D, G
Poland 1984 No QRs
Romania 1986 G
Rwanda 1971 G

Senegal 1984 D, G
Sierra Leone 1971 G
Singapore 1985 D
South Africa 1987 D
Sri Lanka 1987 D
Suriname __
Sweden 1987 D. G
Switzerland 1984 D, G
Tanzania 1969 G
Thailand 1987 D
Togo 1967 G
Trinida and Tobago 1984 G
Tunisia 1987 D
Turkey 1987 D
Uganda 1965 G
United States 1987 D, G
Uruguay 1986 Nc QRs
Yugoslavia 1987 D
Zaïre 1972 G
Zambia 1986 D, G
Zimbabwe 1984 D, G

Acceded provisionally.
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ANNEX II TO APPENDIX I

NOTIFICATIONS UNDER GATT PROCEDURES ON IMPORT LICENSING
(1981-1988)1

1981 1982 1983 1984 1985 1986 1987 1988

Argentina X X X X
Australia X X X X X X X
Austria X X X X X
Bangladesh X
Canada X X X X X
Chile X X X X X
Czechoslovakia X X
Dominican Rep. X
Egypt X
EEC X X X X X
Finland X X X X X X
Hong Kong X X X X X X
Hatng ar y X X
India X X X X X X
Jamaica X
Japan X X
Korea, Rep. of X X
Malawi X X X
Mexico X
New Zealand X X X X X X
Norway X X X X X X
Pakistan X X X X X
Peru X X X
Philippines X X X X
Poland X X
Portugal X
Romania X X
Singapore X X X
South Africa X X X X

1See also Annex III to Appendix I which shows the status of such
notifications as of 31 March 1988 as well as the latest documentary reference.
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1981 1982 1983 1984 1985 1986 1987 1988

Spain
Sri Lanka
Sweden
Switzerland
Thailand
Turkey
United States
Uruguay
Yugoslavia
Zambia

X
X
X

X
X

X

X
X

X

X

X
X

X
X
X

X

X

X

X

X

X
X

X

X

X

X

x

X

X
X
X
X
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ANNEX III TO APPENDIX I

Notifications under Import Licensing Procedures

Status as of 31 March 1988

The CONTRACTING PARTIES, at their twenty-eighth session in
November 1972, decided, inter alia, that the data assembled on licensing
systems should be kept up to date and that contracting parties should be
invited to notify annually by 30 September, any changes which should be made
concerning the Information on their licensing systems (see SR.28/6 and
L/3756, paragraph 76). In paragraph 2 of the Understanding Regarding
Notification, Consultation, Dispute Settlement and Surveillance adopted on
28 November 1979 (BISD 26S/210), the CONTRACTING PARTIES reaffirmed their
commitment to existing obligations under the General Agreement regarding
publication and notification. Documents containing the latest notifications
made in accordance with these procedures are listed below:

Contracting Party Document Reference Date of latest
notification

Antigua and Barbuda

Argentina1

Australia1

Austria

Bangladesh

Barbados

Belize

Benin

Botswana

Brazil

Burkina Faso

Burma

Burundi

L/5640/Add.27 and Corr.1

L/5640/Add.13/Rev.2

L/5640/Add.35 and Corr.1

L/5622

Add.702

Add. 352

Add.37

Add.32

1986

1986

1987

1984

1980

1971

1971

1971

1Also signatory to agreement on Import Licensing Procedures.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.
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Contracting Party Document Reference Date of latest
notification

L/5640/Add.10/Rev.2
and Suppl.1

Central African Republic

Chad

Chile,1

Colombia

Congo

Côte d'Ivoire

Cuba

Cyprus

Czechoslovakia1

Dominican Republic

Egypt1

European Community
and member Statesl

Finland1

Gabon

Gambia

Ghana

Guyana

Haiti

Add 42

L/5640/Add.8/Rev.1
and Suppll. and 2

Add. 10

Add. 522

Add.422

L/5301, L/5640/Add.38

L/5640/Add.24

L/5640/Add.37 and Corr.1

L/5640/Add. 21/Rev. 1
(EC Commission, Belgo-
Luxembourg E.U., France,
Fed. Rep. Germany, Greece,
United Kingdom) and Suppl.1
(Denmark, Italy), Suppl.2
(EC Commission, Fed. Rep.
Germany, United Kingdom) and
Suppl.3 (Spain and Portugal)

L/5130/Rev.1, L/5640/Add.6
and Corr.1 and 2

Add. 82

1Also signatory to Agreement on Import Licensing Procedure-.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.

Cameroon

Canada1 1987

1971

1987

1971

1972

1987

1985

1986

1985

1985
1986

1988

1 988

1971
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Contracting Party Document Reference Date of latest

notification

Hong Kong

Hungary

Iceland

India1

Indonesia

Israel

Jamaica

Japan

Kenya

Korea, Rep. of

Kuwait

Madagascar

Malawi

Malaysia

Maldives

Malta

Mauritania

Mauritius

Mexico1

Morocco

New Zealand

Nicaragua

Niger

Nigeria

L/5640/Add.36/Rev.1

L/5194, L/5640/Add.12

Add.432

L/5640/Add.7/Rev.2 and Corr.1

Add.332

L/5640/Add.16

L/5168, L/5640/Add.28

Add.34/Rev.12

L/5436 and Suppl.1

Add.402

Add. 572

L/5640/Add.1 and Suppl.1

Add.12 and Corr.1 to 42

L/5640/Add.41 and Corr.1

L/5640/Add.18/Rev.1

L/5438

1987

1984

1971

1988

1971

1985

1985

1972

1983

1971

1976

1984

1977

1987

1987

1982

1Also signatory to Agreement on Import Licensing Procedures.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.
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Contracting Party Document Reference Date of latest
notification

Norway1

Pakistan

Peru

Philippines

Poland1
Romania1

Rwanda

Senegal

Sierra Leone

Singapore1

South Africa1

Sri Lanka

Suriname

Sweden1

Switzerland

Tanzania

Thailand
Togo

Trinidad and Tobago

Tunisia3

Turkey

Uganda

L/5640/Add.42

L/5640/Add.25 and Suppl.1

L/5640/Add.34 and Suppl.1

L/5640/Add.26/Rev.2
L/5640/Add.39

L/5110, L/5640/Add.32

Add.152

Add.192

L/5640/Add.33/Suppl.1
and Corr.1

L/5640/Add.17/Rev.2
L/5203/Rev.1

L/5640/Add.14/Rev.2
L/5640/Add.19

L/5576

Add.20 and Corr.12

L/5640/Add.29/Rev.2

1985

1.986

1987

1987

1987

1986

1971

1971

1987

1986

1983

1987

1985

1983

1976

1987

1Also signatory to Agreement on Import Licensing Procedures.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.

3Acceded provisionally to the General Agreement.
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Contracting Party

United States1

Uruguay

Yugoslavia1

Zaire

Zambia

Zimbabwe

Document Reference

L/5640/Add.40

L/5640/Add.11/Rev.1

L/5640/Add.20/Rev.1
and Suppl.1

Add.532

L/5640/Add.31

Date of latest
notification

1987

1987

1987

1972

1986

1Also signatory to Agreement on Import Licensing Procedures.
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ANNEX IV TO APPENDIX I

NOTIFICATIONS OF TRADE MEASURES TAKEN FOR BALANCE-OF-PAYMENTS PURPOSES

Notifications under Paragraph 3 of the Declaration on Trade Measures
Taken for Balance-of-Payments Purposes (1979) and under Paragraph 3 of the
Understanding Regarding Notification, Consultation, Dispute Settlement and
Surveillance; notifications relevant to consultations held in the Committee
on Balance-of Payments Restrictions during the period under review:

Last consultation

25 Nov. 1987

27 Oct. 1987

21 Oct. 1987

28 Oct. 1.987

Documents

L/6126 and Corr.1, L/6233,
L/6235, L/6236, BOP/279

BOP/276

L/5640/Add.7/Rev.2, BOP/272

L/5855/Add.1/Suppl.1,
Add.1/Suppl.1/Rev.1, Add.2 and
Add.3, L/5351, BOP/275

Korea, Rep.
of

24 Nov. 1987 L/6281, BOP/278

Planned for
7 June 1988

27 Oct. 1987

15 Dec. 1987

L/5640/Add.25 and Suppl.1,
Bop/273

L/5889 and Add.1 and 2, L/6208,
L/6209, L/6245, L/5798 and
Add.1, L/6178

27 Oct. 1987 BOP/274

Country

Brazil

Ghana

India

Israel

Pakistan

BOP/268

Peru

Nigeria

Sri Lanka
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1979 DECLARATION

1980 1981 1982 1983 1984 1985 1986 1987 1988

Argentina

Bangladesh

Brazil

Colombia

Egypt

Ghana

Greece

Hungary

India

Israel

Italy

Korea

Nigeria

Pakistan

Peru

Philippines

Portugal

Sri Lanka

Tunisia

Turkey

Yugoslavia

S(116)

S(116)

S (128)

F(124)

S(117)

S(116)

F(114)

S(112)

F(113)

S(147)

F(135)I

S(133)

S(128) F(136)

F(123)

F(119)

S(117)

S(112)

S(120)

F(115)

F(111) F(118)

S(117)

S(121)

S(120)

S(117)
F(122)

E

F(131 ) E(141 )

S(143)
F(142)

S(126)

F(129)

E

S(133) F(146)

F(139)

S(126)

S(137)

S(128)

F(125) F(134)

S(133)

S(137)

S(137)

S(147)

F(145)

S(143)

E(159)
S(161)

S(157)

E(156)
S(157)

S(157)

E

F(155)

S

F(172)

S(166)

F

S(169)

F(160) E

S(163) F(168)

F(170)

S(163)

S(163)

S (150)
S(161)

E(164)
EF(152)

S(153)

S(157)

S(153)
S(163)

F(171)

S
FS(169)

7(173)

S

S(169)
S

S(166) F

S

1See also BOP/R/130 (report on "Other Business" of 3 December 1982)

Key: F = Full consultation
F - Last full consultation
S - Simplified consultation
E - BOP measures no longer applied

Numbers in brackets are BOP/R/ report references.

* * *** *

Country
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ANNEX V TO APPENDIX I

NOTIFICATIONS UNDER ARTICLE XVI:1 - SUBSIDIES

1981 1982 1983 1984 1985 1986 1987 1988 Document
(full) (full) (full) reference

Australia
Austria
Belgium
Brazil

Cameroon
Canada
Chile
Czechoslovakia
Denmark
EEC
Egypt
Finland

France
Germany, F.R.
Hungary
Hong Kong
India
Indonesia
Ireland
Israel
Italy
Japan

X
X
X
X

X
X

X
X

X

X
X

X
X

X
X X

X

X

X
X

X
X

X

X
X

X
X

X

X
X
X
X

X

X

X

X X

X
X

X
X

X
X

X

X

X

X3

X
X

X

X
X

X
X
X

(L/6111/Add.14)
(L/6111/Add.16)

(L/6111/Add.6
and Corr.1
L/5603/Add.17
(L/6111/Add.5)
(L/6111/Add.9)
L/5603/Add.2

(L/6111/Add.19)
(L/5603/Add.32)
(L/6111/Add.2
and Suppl.1)

X

X

X X
X

X3

XX X

(L/6111/Add.1)
(L/6111/Add.4)
(5603/Add.28)

X (L/6111/Add.23)

(L/6111/Add.22
and Corr.1).

X

1No notifications have been received from other contracting parties since 1978.

2Thin column does not necessarily reflect the real status of notifications of

changes to the full notifications, as some of the full notifications due in 1981,

and which appear in the 1981 column, have been made in 1982 or even in 1983.

3Full notifications; Indonesia and the Philippines acceded to the Subsidies

Code in March 1985, and Israel in August 1985.
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2 2
1981 1982 1983 1984 1985 1986 1987 1988 Document
(full) (full) (full) reference

Korea, Rep. of.
Luxembourg
Malawi
Netherlands
New Zealand
Norway
Pakistan
Philippines
Portugal
Romania
South Africa
Spain
Sweden
Switzerland

Turkey
United Kingdom
United States
Uruguay
Yugoslavia

X
X
X
X
X
X X
X

X
X
X
X
X

X
X

X X

X

X
X X

X
X

X X

X
X
X
X
X
X

X
X X
X X
X X

X

X

X X X X

X3

X X

X

X X X
X
X
X

X
X

X
X

X

X X

(L/6111/Add .12)

(L/6111/Add.10)

(L/6111/Add.20)
(L/6111/Add.21)

(L/ 6111/Add.18)

(L/6111/Add.3)

(L/6111/Add.15)
(L/6111/Add.13
and Corr.1)
(L/6111/Add.7)

(L/6111/Add.17)
X X X (L/6297/Add.2)

X X X X(L6111/Add.11)
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ANNEX VI TO APPENDIX I

NOTIFICATIONS UNDER ARTICLE XVII:4(a) - STATE TRADING

1981 1982 19832 1984 1985 1986 1987 1988 Document
(full) (full) (full) reference

Australia
Austria
Belgium
Canada
Czechoslovakia
Finland
France
Germany, F.R.
Hong Kong
Hungary
Ireland
Israel
Japan

Luxembourg
New Zealand
Norway
Peru
Poland
Romania
South Africa
Spain
Sweden
Switzerland
United Kingdom
United States
Yugoslavia

X
X
X

X
X

X X
X
X

X
X X

X
X

X
X X

X

X X X X

X
X

(L/5937/Add.8)
(L/6107/Add.7X

(L/5445/Add.9)
(L/5281/Add.4)
(L/6107/Add.4)

(L/6107/Add.2)
(L/5601/Add.1)

X
X

X X2

X
X
X
X

X
X

X
X

X X
X

X
X
X
X

X
X
X

X

X
X
X

X
X

X
X X

X X

X X X

X
X X X

(L/5937/Add.2/
Suppl.2)

(L/6107/Add.8)
(L/5765/Add.5)
(L/5601/Add.4)
(L/5445/Add.2)
(L/6107/Add.6)

X (L/6293/Add.2)
(L/6107/Add.9)

(L/5601/Add.3)
X X X X (L/6293/Add.l)

1No notifications have been received since 1981 from other contracting parties.

2Subsequent to the request of Australia, Japan informed the CONTRACTING PARTIES
of the import mark-up and the price charged on the resale of beef (L/5937/Add.2/Suppl.2).
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APPENDIX II

This Appendix reviews notification during the period 1 October 1987
to 31March 1988underrequirentsapplying onlyto:. ! roi u ing

parties (see C/ 111, Annex 1 and PREP. .COM(86)W/31/Addi ) FORnotifications
underMTN Codes, see Appendix III.

(a)Accession protocols

Costa Rica: The working party . .__,' _ I _ .' _ CJ.i.P. .June 1987
to examine t'.IXt: t!1( rl;i t It1th" (7 m!'.! . i.: w1'; 10 ta the

,~~~~~~~~~~~~~~d-F'.Agrement continuad centinued alls work. :1,JE.5e e1(;; ':' tt ;;;c , :ll..,' It tl
customs duties provided for in the inl \. ' C ; 1. .. American ImportTariff(L/6317)
and submitted acopyofthe1988 Customs Tariff (L/6334)

Mexico:Mexicoinformedthe CONTRACTING PARTIES above its recent
measures aimed at the rationalimationof processinon, includingthe lowering

of tariffrateasandthe elimination of O; : adiJciz a bore::.; as well asthe
fulfilment of the commitments which appar in the Protocal ofAcession
(L/6305)

Romania: Thereportof the working party en 'tradewith Romanias has
been adopted by the Council in February1988(L/6282)

Switzerland: The November 1987 Council established a working party to
conduct the seventh triennial review of the application of the provision of
paragraph 4 of the Protocol for the Accession of Switzerland to the General
Agreement (L/6276 Rev.1)

Tunis ia: The CONTRACTING PARTIES decided at their Forty-Third Session
to extend until the end of 1988 the provisional arrangements on Tunisia's
participation in the work of the CONTRACTING PARTIES. The report of the
Working Party established by the CONTRACTING PARTIES in 1931 to examine the
request by the Government of Tunisia for full accession to the General
Agreement has been circulated as L/63277

(b) Waivers

Indonesia: In March 1988,the Commcil considered a request by
Inldonesia for a temporary exemption of itsoblgations under Article of
the General Agreement to enable the Governmentof Indonesia to implement, on
1 April 1988, the Harmonized Commodity Description and (Coding System
(C/M/218)

Pakistan: In 1977 the CONTRACTIES PARTIES had decided to waive the
application of the provisions of Article II t:o Pakistan and had granted
subsequent extensions of this waiver up to December 1988. The latest
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extension was agreed upon by the CONTRACTING PARTIES at their Forty-Third
Session.

Turkey: The CONTRACTING PARTIES waived the provisions of paragraph 1
of Article II of the General Agreement to the extent necessary to allow the
Government of Turkey to maintain, as a temporary measure, a stamp duty not
exceeding a specified ad valorem rate, on imports into Turkey of products
included in Schedule XXXVII (L/6255).

United States: In November 1988, the United States Government
submitted to the CONTRACTING PARTIES' Twenty-Ninth and Thirtieth Annual
Reports under the Decision of 5 March 1955. The Decision had waived US
obligations under Article II and XI of the GATT to the extent necessary to
prevent their conflict with actions the US Government was required to take
under Section 22 of the Agricultural Adjustment Act.

(c) Committee on Trade and Development

The review of the implementation of the provisons of Part IV and the
operation of the Enabling Clause was undertaken by the Committee at its
Sixty-Second Session in October 1987. The Committee had before it
notifications under Part IV and the Enabling Clause made by Austria
(COM.TD/96/Add.11), Czechoslovakia (L/3703/Add.6), Japan (L/4242/Add.27),
Norway (L/4108/Add.28) and the United States (L/5153/Add.9).

For the purpose of the next review to be conducted in April 1988,
notifications have been already received from the following contracting
parties: Norway (L/4242/Add.28 and Add.29), Yugoslavia (L/6227/Add.5),
Austria (COM.TD/96/Add.12, L/4108/Add.29 and Add.30) and EEC (L/5116/Add.7
and Add.8).

(d) Protocol Relating to Trade Negotiations among Developing Countries

The fourteenth Annual Report of the Committee of Participating
Countries has been adopted by the CONTRACTING PARTIES (L/6227 and Addenda).
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APPENDIX III

Notifications under MTN Agreements and Arrangements

The following notifications were made under the provisions of the
respective MTN Agreements and Arrangements during the period October J.987 to
March 1988:

1. Agreement on Technical Barriers to Trade

Notifications of proposed technical regulations and rules of
certification systems:

Belgium (TBT/Notif.87.1929; 87.192), Canada (TBT/Notif.87.182;
88,55), Czechoslovakia (TBT/Notif.88.45), Denmark (TBT/Noti.f.87.193;
88.61), Finland (TBT/Notif. 87.199; 88.52), Federal Republic of Germany
(TBT/Notif.87.153; 88.58), Hong Kong (TBT/Noti.f.87.158), India
(TBT/Notif.87.135; 88.14), Javan (TBT/Notif.87.198; 88.-54), New Zealand
(TBT/Notif.87.181; 88.39), Netherlands (TBT/Notif.88.20), Norway
(TBT/Notif.87.196), Sweden (TBT/Notif.87.187; 88.62), Switzecland
(TBT/Notif.88.43), United Kingdom (TBT/Notif.87.190; 88.54), United States
(TBT.Notif.88.55).

2. Agreement on Government: Procurement

The following notifications were received during the period:

Israel (GPR/33/Add.ll), United States (GPR/38/Add.2), Sweden
(GPR/38/Add.3), Finland (GPR/38/Add.4), Norway (GPR/38/Add.5), Switzerland
(GPR/38/Add.6), Japan (GPR/38(Add.7), Canada (GPR/38/Add.8), Austria
(GPR/38/Add.9), European Economic Community (GPR/38/Add.10).

Notifications of Acceptances of the, Protocol Amending the Agreement on
Government Procurement

United States (GPR/36/Add.7), Israel (GPR/36/Rev.l/Add.1), European
Economic Community (GPR/36/Rev.l/Add.2).

Notifications of 1988/89 Threshollds Expressed in National Currencies

Finland (GPR/W/86), Japan, United States, Switzerland and tihe European
Economic Community (GPR /W/86/Add.l), Austria and Canada ((GPR/W/86/Add.2),
Israel and Norway (GPR/W/86/Addd.3).
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3. Code on Subsidies and Countervailing Measures (Agreement on
Interpretation and Application of Articles VI, XVI and XXII of the
General Agreement on Tariffs and Trade)

The following notifications concerning countervailing duty laws and/or
regulations of signatories of the Code have been received during the period
under review:

Australia (SCM/1/Add.18/Rev.1/Suppl.1), Brazil (SCM/l/Add.26/Suppl.1),
Japan (SCM/l/Add.8/Suppl.l and SCM/W/135, 1.36, 137, 139), the Republic of
Korea (SCM/l/Add.13/Rev.2 and SCM/W/127, 133, 134 and 143), the Philippines
(SCM/l/Add.23 and SCM/W/109, 11.4 and 114/Add.1, 117 and 123), Pakistan
(SCM/l/Add.24 and SCM/W/106, 111, 113 and 139).

4. Arrangement Regarding Bovine Meat.

Notifications on inventories were received from:

Finland (IMC/INV/9/Rev.3), South Africa (IMC/INV/12/Rev.7), Australia
(IMC/INV/5/Rev.8).

5. International Dairy Arrangement

The following notifications of inventories, domestic policies and
trade measures were received:

Sweden (DPC/INV/3/Add.10/Rev.2), Japan (DPC/INV/3/Add.2/Suppl.3),
South Africa (DPC/INV/3/Add.1/Suppl.3), Hungary (DPC/INV/3/Add.14), Canada
(DPC/INV/3/Add.15).

Effective from 23 March 1988, the minimum prices for cheese and
powders were increased as follows (L/6320):

Certain cheeses from US$1,120 to US$1,200 per metric ton f.o.b.;
Whole milk powder from US$950 to US$1,000 per metric ton f.o.b.;
Skimmed milk powder and butter milk powder from US$25 to US$900 per
metric ton f.o.b.;
Anhydrous milk fat from US$1,200 to US$1,325 per metric ton f.o.b.;
and
Butter from US$1,000 to US$1,100 per metric ton f.o.b.

6. Customs Valuation Code (Agreement on Implementation of Article VII of
the General Agreement on Tariffs and Trade)

The following parties to the Code provided the Committee with
information on implementation and administration of the Code: Argentina,
Brazil, Czechoslovakia, India, Republic of Korea and Lesotho (VAL/Spec/26).
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8.Agreement onTrade In Civil.Aircaft

Notifications were made by

Portuglal, on entitiesoperating military aircraft (AIR/66)
Spin, on entities operating military aircraft (ATR/64).

9. Anti-DumpingCode (Agreement on Implementation ofArticleVI ofthe
General Areement on Tariffsand Trade)

The following notifications concerning ant.i-dumping laws and
regulations of parties to the Code have been received during the period
under review:

EEC (AD)P/l /Add.l/Suppl.4 and Suppl.5), Australia
(ADP/l/Add..18/Rev.l/Suppl.l), Brazil (ADP/l/Add.26/Suppl.1), Japan
(ADP/l/Add.8/Suppl.l and ADP/W/147, 148, 150 and 153), Republic of Korea
(ADP/l/Add.1.3/Rev.l and ADP/W/i.35, 137, 145, 146, 149 and 156), Pakistan
(ADP/l/Add.24 and, ADP/W/ll/, 120 and 1.24), and India (ADP/l/Add.25 and
Corr.1 and ADP/W/118, 120 and 121).
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APPENDIX-111

ANNFX

MTN AGREEMENTS - Lequal Status as of 28 March 1988

C 0 U N T R I E S Goneva Suppl. Tech. Gov't. Subsid, Dovine Dairy Customs Import Civil Anti-
CONTRACTING PARTIES ~~~1979 19 Barriors Procur. Counter- Meat Val. Lic. Aircraft DumpingCONTACTIG PATIES Protocol Protocol Vaill.

Antigua and AB
Barbuda

Australia AU- A C) As A A A A A

Austria AT A A A A A A A A A

Englandesh~~~~~~~~~~~~hEJO~~~~~~~0 C) 0 0 0 0 0 0 0

Belize 0z Prov,

Benin Di

Botswana OW At

Brazl UR A 0 A A 0 A# 0 0 A

Burma DIU

Canada CA A A A A A A 0 At A A A

Colombia co 0 0 A a 0 0

Congo CO

Cote oIvoire CI A C) 0 0 0 0 0 00

Cuba CU 0 0 C) a 0 0 0 0

Cyprus CY

Czechoslovakia CS A. 0 0 A A U A

Denmark DK Ao Ai. At

EEC CE A A P. A A A A A A A A

France FR A A A

Gabon---- GA 0 0 0 0 0 0 0

Ghana GH C) 0 a a 0

Greece GR1 A

Guyana GY

Haiti HT A 0

--A-

Indonesia ID A 0 0 As 0 0 0 0
Ireland E- - - --A -- - - - - - - - - -A-- -- - - - - - - - - - - -A--

Israel
Italy--

- -- - - -A-t- - - - A-- -- - - - -

Korea KR A A 0 A Al A

Luxembourg---LU A A

A Accepted S i Signed (acceptance pending) 0 Observer 'reservation, condition and/or declaration

.Including Protocol. Upon entry into force of the Agreemient on I January 1901, the provisions of the Protocol were deemed
to be an integral part of the Agreement.
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.~~ .1 A. ~ ~ ~ ~ ii3OY~~~iI.~ Ia. S n jd. [B vino Dairy ~tgm Civil

;U.dft ) H-J N)i ~iL9 I' rtI r I .!, Protu .j COUnter Moat Val. L i. Aircraft Dumping
Protu. P LuLIL vail .

Malami MW At.

Malaysis MY A C) U )

Maldivas MY

Malta MI )3 0 0 0

MauritIania MOr

Mauntins

Mexico NX~ 0 1 At A A

Netherlands 03. A

New Fealandt.,rhd 12~ A U U A A A A*A 0

Nicaiagua U 0 0

Romanid

Qi' ..d

I3 Lh I E

3 3

Turkey

Uqanda

United States

U0 U0 0

3. ~~~~~~~~~~~~~~~~~~A
------- - -- - -- -A --- --A - -- -A -- -A - -A -

U A ~~ ~~~~~~~~~A A
-- - - - - - - - - - - - - - - - - - - -

A AA A ~~ ~~~~AA

13 0 0
--- -- - U-- - - - - -- - - - -- - - -

* UUU 0 0 00~~~~~~~~A

A 0A A ~~~~~~0A
U-- -- --0- --0 - - ----0- -- - --

- - - - - - - - - - - - - - - - - - - - -

OTHER COUNTRIES

Balquana 013 U A A 0 0 0

China CN 0 0 0

Costa Rica LH C

Ecuador EC (1 0 0 0 0 0

Guatemale A#

Panama P10 0

Par agury PY Proy.

Tunleina 7 0 A 0 a 0 0

A Accrpted S Signed(acceptancepending) 0 Obberver "reservation, condition and/or declaration

Inc bIcdinq Pratitcol. Upon entry into forcv 0 thipAr~~ta ~ur 91 h roiin ft~Pooo iedee
to be an integral par t of the Agreement. - Arimn nIJnay18,tepoiin ftePooo eedeo

#eProvision. accession to GATT.
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APPENDIX IV

NOTIFICATIONS UNDER THE MFA)
(Arrangement Regarding International Trade in

Textiles/Multifibre Arrangemenc)

During the period 1 October 1987 to 31 March 1988, the TSP reviewed
the following notifications:

AUSTRIA Agreed authorization system to replace a restraint
agreement with Brazil.

CANADA New agreements with Hungary, Indonesia, Korea, Macao,
Malaysia, Pakistan, the Philippines, Singapore,
Thailand and Turkey; a modification of the agreement
with Bangladesh; an extension and modification of the
agreement with Brazil; an agreement with Bulgaria and
import measures against South Africa, both
non-participants.

EEC New agreements with Hong Kong, Hungary, Macao,
Sri Lanka, Pakistan, Peru, and the non-participant
Bulgaria; an additional protocol to the Cooperation
agreement with Yugoslavia; modifications of the
agreemetns with Indonesia, Korea, the Philippines,
Poland and Thailand; consultation agreements with
Colombia, Guatemala, Mexico and the non-participant
Haiti.

FINLAND Modifications of the agreements with Hong Kong and
Macao.

NORWAY New Agreement with Hong Kong.

SWEDEN Extension of old agreement and new agreement with
Yugoslavia.

UNITED STATES New agreements with China, Pakistan and the
non-participant Burma; modifications of the
agreements with Bangladesh, Brazil, Jamaica, Romania,
Sri Lanka, Thailand, Turkey, and the following
non-participants Haiti and Mauritius; modifications
and extension of agreements with Hungary and Malaysia;
a consultation agreement with Panama, a
non-participant; a unilateral measure taken under
Article 3:5 against imports from Turkey; a bilateral
solution found to replace the action taken under
Article 3:8 against imports from China.

For the previous six-months period, see L/6289, page 95, number 10, as well
as the accompanying tabulation to this Appendix which contains a
comprehensive listing of all bilateral agreements negotiated under MFA IV.

I
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ANNEX I TO APPENDIX ]7

BILATERAL AGREEMENTS/MODIFICATIONS/ACCTIONS BY MEA,PARTICIPANTS
UNDER THE.1986 PROTOCDof OF EXTENSTON¹

A. Article 4 Agreements

Exporting
COn

Hong Kong

India
Korea
Macao

Numbers
of

restraints

(N)
(N)
(N)
(N)

Brazil
.,, c, ..1

Indonesia

Pakistan

Uruguay

t' §!a(ih-;h

In so I orP. k i.a

aan

. .,i

r.. !'.'i

Sri. Lanka
Thailand
Uruguay

(F))
(N)

I)
(N )

( N)

( N)
(N)
(I)

(lN

(N ')
( rN )

(N t- ;1'
( N I st )

(N - fl)

( t!
( t)

(N I1)

(N)
(N 4 11)

:i

(1.

C) 1'

* 02.F8 / -:. (.1 . 90
.0'! . >3- 1 .:I'?..91
. 0 .8)7--'L.12.91
, (1 .8, 3.31,-.190

. S3 / ',,

. t',/ - 7n'

; ,

1, .-87
i.' . 'ij

11'.. 91.

1 , .' .)

'.s

) 44

* * * -2.0I

IJ" 2 )I

.. .2..J..

4

5
2

5

6

6
1.

13(2

35C / .OR
71.7'/4R
25( /31R

SI1 C / R

Y 10 / 71k
2 9c i 1R
I 6C1/1R

7C
4C

140/, 7R
0

Notification
reference

COM.TEX/SB/-

1274
1262
1261
1260

1344
137.1
1330
134 3
1360
1307
1308

1268
1291
1287
1303
1372
1336

1290, 1338
128 6, 134 0

1335
1289

1361, -4, 3
1349

1279, 1337
1269, 1341

1302
1270
1350

1277,1278,1339
1288

The Textiles Surveillance Body decidedthe, rule, notifications of

actions taking effect. no later than 331 Ju.ly198. ; . dered us falling under the
terms of the 1981 Protocol of Extension, even . i n-c -V -r after
31 July 1986. New agreements or measure ' ui. 1986or later should

be treated as fallingunder the provisions of I).JColi, evtEli if they had been

negotiated before 1 August 1.986. The Textiles. 1, oUy oula) Continue, however,
to consider all. rllnodificationson a case -by -case by 1 )'i O8i1-iAosi for thid

compilation was the meeting of 14-16 March 1988

Importing
country

AUSTRIA

CANADA

Validity

W W
"

(I . ()

. o

( .1
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A. Article 4-Agreements (cont'd.)

Importing ExportingNumbers Notification
country Exporting Validity of reference
country country restraints COM.TEX/SB/-

Hong Kong
India
Korea
Macao
Romania
Thailand
Sri Lanka

Hong Kong

Yugoslavia

(N)
(N)
(N)
(N)
(N)
(N)
(N)

01.0.1.87-31.12.91
01.01.87-31.12.91
01.01.87.-31.12.91
01.01.87-31.12.9l
01.01.87-31.12.90
01.01.87-31.12.90
01.06.86-31.12.90

(N) 01.07.87-30.06.90

(N) 01.07.87-31.12.91

UNITED STATES Bangladesh
Brazil
China
Hong Kong
Hungary
India
Indonesia
Jamaica
Japan
Korea
Macao
Malaysia
Mexico
Peru
Philippines
Sri Lanka
Turkey
Yugoslavia

(M)
(M)
(M)

(E + M)
(E + H)
(N + M)

(M)
(M)
(N)

(E + M)
(E + M)
(M + E)
(E + M)

(M)
(N)

(N + M)
(M)

(M + E)

01.08.86-31.01.89
28.08.86-31.03.88
01.01.87-31.12.88
01.01.86-31.12.91
01.01.87-31.12.87
01.01.87-31.12.91
01.01.87-30.06.88
01.01.87-31.12.89
01.01.86-31.12.89
01.01.86-31.12.89
01.01.87-31.12.91
01.09.86-31.12.91
31.12.85-31.12.87
01.01.87-30.04.89
01.01.87-31.12.91
01.06.86-31.05.88
01.07.87-30.06.90
01.11.86-31.12.89

3.1
1
3

59
3

15
5
3

34
82
14
11
24
1

34
8
4

12

1232,1280,1351
1281
1295
1186

1194,1301
1275,1283

1296
1326
1273
1267
1300

1332,1333,1334
1230,1313

1292
1304

1331,1348
1373
1259

Yugoslavia (E + N) 01.01.87-31.12.91 6 1365,1366

New Agreement
Extension of agreement
Modification of agreement
Limit established at LSC level
Limit established at EEC regional level

FINLAND

NORWAY

SWEDEN

4
3
3
5
4
1
1

11

6

1246
1245
1243
1242
1309
1244
1233

1346

1366

SWEDEN

N1

E:
M:
C:
R:

ANNEX 1 TOAPPENDIXIV(cont'd.)
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ANNEX 1 TO APPENDIX IV (cont'd.)

B. Notifications received or transmitted under Articles 7 and 81

Numbers NotificationImporting Exporting Validity of reference
country country restraints COM.TEX/SB/-

Brazil²
Egypt 2
Singapore

Bulgaria
Maldives
Mauritius
North Korea
Pakistan
South Africa
Vietnam

Bulgaria
China
Colombia
Czechoslovakia
Egypt 5
Guatemala
Haiti3
Macao
Mexico 3
Pakistan 3
Philippine s
Poland 3
Romania 4
Yugoslavia

China3
Pakistan3

(N) 01.11.87-
(N) 01.01.87-31.12.88
(N) 01.01.87-

(N)
(N)
(N)
(N)
(M)

(N)

(N)
(AP)

(N)
(AP)
(AP)
(N)
(N)

(AP)

(N)
(AP)
(AP)

(AP)
(AP)
(N)

01.01.87-31.12.91
01.01.86-31.12.90
01.01.86-31.12.90
23.08.86-31.12.91
01.12.85-31.12.86
01.01.88-31.12.91
22.07.86-31.12.91

01.01.87-31.12.91
01.01.86-31.12.88
01.01.87-31.12.91
01.01.86-31.12.86
01.01.86-31.12.86

01.01.87-31.12.91
01.01.87-31.12.91
01.01.86-31.12.86
01.01.87-31.12.91
01.01.86-31.12.86
01.01.86-31.12.86
01.01.86-31.12.86
01.01.86-31.12.86
01.01.87-31.12.91

(N) 01.01.87-31.12.90
(N) 01.07.86-30.06.91

0
1
0

6
14
2
7
1
5
8

llC/lR
7
0

39
3
0
0

26
0
7

12
30
32

11C/2R

7
2

1Agreements concluded with, or actions taken vis-à-vis, non-participants in the

Arrangement notified to the Textiles Surveillance Body

2Restraint replaced by Export Authorization System

3At the time notification not participating in the MFA

4Additional Protocol to the Co-operation Agreement between the parties

5A consultation agreement

N.B. Under Article 4 of the Multifibre Arrangement, several notifications concerning
participants in MFA III were made after the entry into force of the 1986 Protocol, at
a time when those participants had not accepted it. The Textiles Surveillance Body,
therefore, decided to take note of these notifications and agreed to transmit them to
the Textiles Committee under Articles 7 and 8, for the information of participating
countries (all exporting countries mentioned previously participating in the MPA have
since signed the 1986 Protocol, except Haiti and Maldives). The EEC notifications
concerning Colombia and Mexico were notified under Articles 7 and 8 because they
concern exchange of information and circumvention.

AUSTRIA

CANADA

EEC

FINLAND

1354
1263
1264

1367
1234
1188

11f ,1271
1235
1368
1240

1356
1214
1357
1215
1216
1375
1374
1219
1358
1220
1221
1222
1223
1355

1251
1238
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ANNEX 1 TO APPENDIX IV (cont'd.)

B. Notifications received or transmitted under Articles 7 and 85 (cont'd.)

Numbers Notification
Importing Exporting Validity of reference
country country restraints COF.TEX/SB/-

NORWAY China² (N) 01.01.86-31.12.88 9 1250
German Dem. Rep. (N) 01.01.87-31.12.87 11 1310
Malta (N) 01.01.86-31.12.88 21 1311

SWEDEN Yugoslavia (N) 03.07.87-31.12.91 6 1366

UNITED STATES Bulgaria (N) 01.05.86-30.04.89 1 1284
Burma (N) 01.01.87-31.12.90 2 1353
China (M) 01.01.86-31.12.87 2 1252
Dominican Republic (N) 01.12.86-31.05.88 3 1297

(M) 01.12.86-31.05.88 0 1298
El Salvador (N) 01.01.87-31,12.89 2 1293
German Dem Rep. (N) 01.01.87-31.12.89 1 1305
Haiti 2 (N) 01.01.87-31.12.89 12 1254
Jamaica (N) 01.09.86-31.12.89 8 1236
Maldives (E) 29.09.85-28.09.88 2 1237
Maurit us (M) 01.04.86-30.09.90 7 1239,1352
Panama (N) 01.01.87-31.03.90 0 1376
Trinidad and Tobago (N) 01.10.86-31.12.89 12 1253

N: New Agreement
E: Extension of Agreement
M: Modification of Agreement
AP: Additional Protocol to Agreement
R: Introduction of Restrictions

IAgreements concluded with, or actions taken vis-à-vis. non-participants in the
Arrangement notified to the Textiles Surveillance Body

2At the time of notification, not participating in the MFA

3A consultation agreement

N.B. Under Article 4 of the Multifibre Arrangement, several notifications concerning
participants in MFA III were made after the entry into force of the 1986 Protocol, at
a time when those participants had not accepted it. The Textiles Surveillance Body,
therefore, decided to take note of these notifications and agreed to transmit them to
the Textiles Committee under Articles 7 and 8, for the information of participating
countries (all exporting countries mentioned have since signed the 1986 Protocol,
except Guatemala, Haiti and Maldives).
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APPENDIX V

EXPORT RESTRAINT ARRANGEMENTS INCLUDING VOLUNTARY EXPORT
RESTRAINTS, ORDERLY MARKETING ARRANGEMENTS, EXPORT FORECASTS,

BASIC PRICE SYSTEMS, INDUSTRY-TO-INDUSTRY ARRANGEMENTS,
DISCRIMINATORY IMPORT SYSTEMS, ETC.

Importing Country/ Product Major Element Duration
Exporting Country

STEEL AND STEEL PRODUCTS

Australia/Korea, Rep, of Steel products Export floor prices

EEC/Austria Steel Consulting arrangement

EEC/Brazil Cast iron, pig iron
and steel

Price monitoring system
and export quota

EEC/Bulgaria Steel Price monitoring system

EEC/Canada Steel coils for
re-rolling

Minimum price undertaking

EEC/Czechoslovakia

EEC/Finland

EEC/Hungary

EEC/Japan

EEC/Korea, Rep. of

Steel

Steel

Steel

Price monitoring system

Consulting arrangement
based on an exchange of
letters

Voluntary Export
Restrictions/Price
monitoring system

Steel products

Steel

Voluntary Export
Restrictions

Export quota and basic
price system (special
clause restricting exports
to 17,000 tonnes of beams)

1986-1988

198 7-1988

198 7-1988

1987- 1988

1983-1988

1987- 1988

1987- 1988

1987-1988

1987-

198 7-1988
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Importing Country/ Product Major Element Duration
Exporting Country

EEC/Norway Steel

EEC/Poland Steel

EEC/Romania

EEC/Sweden

EEC/Venezuela

Steel

Steel

Steel

Consulting arrangement
based on an exchange of
letters

Price monitoring Fystem

Price monitoring system

Consulting arrangement
based on an exchange of
letters

Export quota: 72,000
metric tons

EEC(UK)/Spain

Finland/EEC

United States/Australia

United States/Austria

United States/Brazil

Specialty steel

Concrete reinforcing
bars

Steel and steel
products

Steel and steel
products

Steel and steel
products

Industry-to-industry
arrangement

Export quota 16,000 tonnes
per annum

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

United States/Canada Steel and steel
products

Export monitoring
programme based on export
permits

June 1987-
1988

Alloy tool steel Unilateral import
allocation

United States!
Czechoslovakia

Steel and steel
products

Global arrangements on
steel specifying export
quotas

1987-1988

1987-1988

1987-1988

1987-1988

1987-1988

19 79-

1988-

1984- 1989

1985-1989

1984-1989

1987-1989

1985-1989
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Importing Country/ Product Major Element DurationExporting Country

United States/EEC

United States/EEC

United States/EEC

United States/EEC

Carbon steel

Semi-finished
products

Steel and
products

Export quota

Export quota:
600,000 short tons in 1986

Global arrangements on
steel specifying export
quotas

steel

Tubes and pipes Export quota

United States/Finland

United States/GDR

United States/Hungary

United States/Japan

United States/Japan

United States/
Korea, Rep. of

United States/
Korea, Rep. of

United States/
Korea, Rep. of

Steel and
products

Steel and
products

Steel and
products

Steel and
products

steel

steel

steel

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

steel

Alloy tool steel,
stainless bars and
rods

Steel and steel
products

Steel tubular
transmission
structures and towers

Steel plate and other
steel products

Global arrangements on
steel specifying export
quotas

Unilateral import
allocation

Global arrangement on
steel specifying export
quotas

Implicit agreement to
keep exports within
"traditional levels"

Agreement to limit exports

1986-1989

1985-1989

1984- 1989

1985- 1989

1984- 1989

1985-1989

1985- 1989

1985-1989

1988-1989

1984-1989

1985-

1988-
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Importing Country/ Product Major Element Duration
Exporting Country

United States/Mexico

United States/Mexico

Steel, steel products

Other wire products

Global arrangement on
steel specifying export
quotas (increased by 12.4
percent for 1988)

New category. Separate
quota (6,300 tons 1987)

United States/Poland Steel and
products

steel Global arrangement on
steel specifying export
quotas

United States/Portugal

United States/Romania

United States/
South Africa

United States/Sweden

United States/Spain

Steel and
products

Steel and
products

Steel and
products

steel

steel

steel

Stainless bars,
and alloy tools

Steel and
products

Global arrangements on
steel specifying export
quotas

Global arrangement on
steel specifying export
quotas

Global arrangement on
steel specifying export
quotas

rods

steel

"Understanding" on orderly
marketing

Global arrangement on
steel specifying export
quotas

United States/Taiwan

United States/
Trinidad and Tobago

Steel Unilateral export
restraint: (20,000-25,000
metric tons per month)

Steel Export restraint
arrangement limiting
exports of duty-free steel
to 70,000 tonnes p.a.

1984-1989

1988-
Sept 1989

1985-1989

1986-1989

1985-1989

1984-1989

1987-1989

1984-1989

1987

1987-1989
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Importing Country/ Product Major Element Duration
Exporting Country

United States/Venezuela

United States/Yugoslavia

Steel and steel
products

Steel and steel
products

Global arrangement on
steel specifying export
quotas

Global arrangement on
steel specifying export
quotas

MACHINE-TOOLS

NC lathes and
machining centres

Machine tools

EEC(UK)/Japan1 NC lathes and
machining centres

Unilateral minimum price
monitoring system

Unilateral export
moderation

Industry-to-industry
arrangement

United States/Japan Machine centres,
lathes, punching and
shearing machines and
milling machines

Unilateral export
restraint (level raised by
5Z from beginning of 1988)

1986-1991/2

United States/EEC(FRG)2

United Stat~s/
Switzerland

United States/Taiwan

Machine tools

Machine tools

Machining centres,
lathes and milling
machines

US unilateral monitoring
with reference level
(generally 1985)

US unilateral monitoring
with reference level
(generally 1985)

Voluntary export
restraint/ quota licenses

AUTOMOBILES AND ROAD
TRANSPORT EQUIPMENT

Automobiles Voluntary restraint
arrangement (target:
240,000 vehicles in 1986)

EEC/.Japan

1985-1989

1986-1989

EEC/Japan

198 7-

1987-

1987-

1987-

1987-

198 7-

Canada/Japan 1986-1988
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Exporting Country

Canada/Korea, Rep. of

EEC/Japan

Automobiles

Automobiles

Indicative export ceiling
(circa 10,000 units per
annum)

Monitoring system
(unilateral export
moderation)

Forklift trucks Monitoring system

EEC(Belgium)/Japan

EEC(France) /Japan3

EEC(France)/Japan

EEC(Italy)/Japan3

EEC(Italy)/Japan3

EEC(Portugal)/Japan3

Automobiles

Automobiles

Motorcycles of a
cylinder capacity
50cm or less

Administrative
authorization required for
setting the domestic
prices for imported cars

Import restrictions
through administrative
guidance to importers:
ceiling at 32 of estimated
domestic demand per annum

of

Motorcycles up to
380cc:

Automobiles, trucks,
and commercial
vehicles

Automobiles (3rd
country suppliers)

Import restriction through
surveillance system and
administrative guidances
to importers

Import quota 1950 units
per annum

Import quota: 3,425 units
per annum

3rd country import quota
by value by motor vehicle
manufacturer (once the
quota is filled a maximum
of 12Z of the quota can be
allocated additionally)

EEC/Japan

1986-1988

1987-

1986-1988

198 3-

1977-

1982-

19 77-

19 70-

198 7-
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Exporting Country

EEC(Spain)/Japan3

EEC(UK) /Japan3

EEC(UK)/Japan3

EEC(UK)/Japan3

EEC(UK)/Japan3

United States/Japan

United States/Japan

Quota/prior Administrative
authorization (1987 Quota
for direct imports from
3rd countries: passenger
cars 1,000 units; vans,
etc 200 units)

Industry- to-industry
arrangement (ceiling at
11% of estimated UK sales)

Industry-to-industry
arrangement (ceiling at
11% of estimated UK sales)

Industry-to-industry
understanding that
shipments will not be made

Industry- to-industry
arrangement

Auto-limitation of
2.3 million cars for the
current fiscal year

Quota 112,000 units for
fiscal year

1987-

197 7-

1975-

1975-

1983

1981-1988

1981-1988

Automobiles and
trucks

Automobiles

Light commercial
vehicles up to
3 1/2 tons

Heavy conumercial
vehicles over
3 1/2 tons

Fork-lift trucks

Passenger cars

Secondary "vans"

ELECTRONIC PRODUCTS

Colour TV setsEEC/Japan4

EEC/Japan4

EEC/Japan4

Colour TV tubes

Video tape recorders

Monitoring system

Monitoring system

Monitoring system
(auto-limitation of
1.7 million units a year
on a final product basis)

EEC(France)/Japan3 Colour TV sets Max ceiling for imports:
84,000 units. pa

1983-1988

1983-

1983-1988

1983-
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Exporting Country

EEC(France) /Japan

EEC(Italy)/Japan3

EEC/Korea, Rep. of

EEC/Korea, Rep. of

EEC(UK)/Korea, Rep. of,
Japan, Singapore, Taiwan

EEC(UK)/Rep. of Korea,
Singapore, Taiwan,
Thailand

United States/Japan

Video tape recorders

Car radios, hi-fi
radios, radio
recorders, TV sets,
cameras and antennae

Video tape recorders

Video cassette
recorders

Television sets
(colour)

Monochrome television
sets

Semi-conductors

Visa administratif
pr alable

Import quota set in US $

EC a posteriori
surveillance (between
1987-1988)

Voluntary export restraint
(10 per cent price
increase plus holding
export levels either equal
to or below 1986 volumes)

Industry-to-industry
arrangement (with Japan
(1972); Taiwan (1976);
Singaporte (1984); Korea
(1985)]

Industry-to-industry
arrangement (Taiwan and
Singapore from 1976;
Korea 1979)

Government- to-government
arrangement specifying
price undertakings and
market share forecasts

United States/
Korea, Rep. of

Video cassette
recorders, microwave
ovens, TV sets
(colour plus black
and white)

Auto-limitation
(combination of floor
price and unit volume
restraint in shipments)

July 1987-

United States/
Korea, Rep. of

Semi-conductors Request for
self-regulation

1983-

1970-

1986-1988

1987-1988

1972-

19 76-

1986-1991

1987-



C/W/548
Page 199

Importing Country/ Product Major Duration
Exporting Country Element

FOOTWEAR

Canada/Korea, Rep. of

Canada/Taiwan

Footwear not covered
by global quota

Footwear not covered
by a global quota

Unilateral export
restraint

Unilateral export
restraint

EEC/Korea, Rep. of Footwear Industry- to-industry
arrangement

EEC(France)/China Slippers and sandals Auto-limitation

EEC(France)/Taiwan

EEC(Italy)/Korea, Rep. of3

EEC(Italy)/Taiwan,
Korea, Rep. of

EEC(UK)/Korea, Rep. of5

EEC(UK)/Taiwan

Footwear "Gentlemen's agreement"
on export levels

Footwear

Footwear

Footwear

Footwear

12.6 million pairs in
1988/52 per annum growth
rate thereafter

Quota limits/import
licenses

Industry-to-industry
arrangement

"Gentlemen's agreement"
on export levels

1985-1987

Feb 1988-
June 1990

March 1988
- June 1990

1977-

1985-1987

EEC(UK)/Czechoslovakia,
Poland, Romania

Leather footwear Industry- to-industry
arrangement

United States/Korea,
Rep.of

Footwear Auto-limitation

TEXTILES (arrangements concluded outside the MFA)

Austria/Brazil

Austria/Singapore

Cotton yarn/kitchen
linen of cotton

Woven blouses

Export authorization
system

Export authorization
scheme

1986-1987

1987-

1982-

1987

1976-

198 7-

Oct 1987-

1987-
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Exporting Country

Canada/Bulgaria

Canada/Maldives

Canada/Mauritius

Canada/North Korea

Canada/Vietnam

EEC/Bulgaria, Chile, Costa
Rica, Ecuador, Honduras,
Iran, Nicaragua, Venezuela

EEC/Egypt6

EEC/Egypt6

EEC/Guatemala

EEC/Haiti

EEC/Malta6

EEC(UK)/Mauritius

EEC/Morocco6

EEC/Tunisia6

EEC/Turkey6

Certain apparel

All clothing

Certain sweaters and
shirts

All clothing

All clothing

Textiles and clothing

Cotton thread

Cotton fabrics

Textiles and clothing

Textiles and clothing

Textile products

Shetland pullovers

Apparel

Woven cotton fabrics
and trousers

Textile and fabrics

Export quota

Export quota

Export quota

Export quota

Export quota

Commitment to respect
quantitative limitation of
exports

Indicative export quota/
Surveillance regime

Indicative export quota/
Surveillance regime

Consultation

Consultation

Indicative export quota!
Surveillance regime

Voluntary export restraint

Indicative export quota

Indicative export quota

Indicative export quota
(administered by the
Turkish industry
Association)

1987-1991

1986-1990

1986-1987

Aug 1987-
1991

July 1986-
1.991

1987-

1987-1988

1987-1989

1987-1991

1987-1991

1987-1988

1980-

1987-1990

1987-1989

1985-1988
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Exporting Country

EEC(FRG/UK)/Turkey

EEC/Turkey6

EEC/Yugoslavia6

Japan/China

Japan/China

Japan/Korea,

Japan/Korea,

Japan/Korea,

Japan/Korea,

Velveteen and
synthetic fibres

Clothing

Textiles and clothing

Rep. of

Rep. of

Rep. of

Rep. of

Japan/Korea, Rep. of

Japan/Pakistan

Japan/Pakistan

Norway/GDR

Norway/Malta

Sweden/Albania, Bulgaria,
Czechoslovakia, GDR,
Korea (DPR), Poland,
Vietnam, Soviet Union

Silk yarn

Knitwear

Cotton yarn

Silk yarn and fabrics

Raw silk

Textiles and apparel

Knitwear

Cotton goods

Cotton yarn

Certain textile
products

Apparel

Textiles and Clothing

Indicative export quota
(administered by the
Turkish industry
Association)

indicative export quota/
Surveillance regime

Indicative export quota/
Surveillance regime

Export quota

Request for restraint

Industry-to-industry
arrangement

Export quota

Export quota

Industry-to-industry
arrangement on the orderly
development of bilateral
trade

Request for restraint

Export quotas

Export floor prices

Import quota

Export quota

Export quota

1987-3.988

1985-1988

1987-1991

1986-1987

1988-

198 7-

1976-1988

1974-

1987-1988

1988

1983-1987

1984-

1987-

1986-1988

January-
December
1.987
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Sweden/China

Sweden/Hungary

Sweden/Malta

Switzerland/Bulgaria,
Czechoslovakia, GDR,
Hungary, Poland, Romania,
Soviet Union

United States/Bulgaria

United States/Burma

United States/Costa Rica

United States/
Dominican Republic

United States/
Dominican Republic

United States/El Salvador

United States/GDR

United States/Haiti

United States/Maldives

United States/Mauritius

United States/Panama

United States/Taiwan

Apparel

Textiles and apparel

Textiles and apparel

Various Textiles and

Apparel

Woollen coats

Textiles

Certain garments

Cotton shirts and

suits

Cotton textiles

Cotton yarn

Certain cotton coats

Textiles and apparel

Wool sweaters

Certain cotton and
non-MFA textile

products

Wool and man-made
fibre sweaters

Textiles and apparel

Export quota

Export quota

Export quota

Permit requirements
subject to price margins
(of 10, 12 and 20Z
depending on the product)

Export quota

Export quota

Export quota

Export quota

Export quota

Export quota

Export quota

Guaranteed access levels

Export quota

Export quota

Export quota

Growth rate of exports

June 1987-
November
1988

1987-1991

1983-1988

1975-

1986-1989

1987-1990

1984-1987

1986-1988

1983-1988

1987-1989

1987-1989

1987-1989

1985-1991

1986-1990

April 1987-
March 1990

1986-1991



C/W/548
Page 203

Importing Country/ Product Major Element Duration
Exporting Country

United States/Trinidad
and Tobago

Textiles and apparel Guaranteed access levels

United States/Soviet Union Cotton sheeting and
print cotton cloth

Export quota August 1987-
-1988

AGRICULTURAL AND FOOD

EEC/Chile/other
non-Member countries

EEC/Hungary, Poland,
Romania, Yugoslavia

EEC/New Zealand

Live sheep or goats,
and meat thereof

Young calves for
fattening

Live sheep or goats,
and meat thereof

Import restrictions for
countries with which VERs
were not negotiated

Export quotas/Import levy
reduction

Export restraint

Austria/United States

Japan/United States

Bovine meat

Bovine meat

Base: 300 tons in 1980
increasing to 600 tons in
eight years (high-quality
beef)

'Understanding" with the
United States and
Australia to increase
imports by 36,000 tons
during that period

1980-1988

November
1984-
March 1988

Soviet Union/Sweden

United States/Australia

Bovine meat

Bovine meat

5,000 tons/year

In 1987 under 1979 US Meat
Law, Australia "accepted"
to limit exports to
722m lbs in 1987

United States/New Zealand Bovine meat In 1987 under 1979 US Meat
Law, New Zealand

"accepted" to limit
exports to 438m lbs in

1987

EEC/Argentina, Australia,

Brazil, Canada, New

Zealand, US, Uruguay

High quality "Hilton"
beef

1988 quota 53,000 tonnes Annual
frozen beef; 34,300 tonnes

"Hilton" beef shared out
among main suppliers

PRODUCTS7

1986-1989

1980-

1988

1980

1986-1990

1987
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Mutton and lamb

EEC/Austria,
Czechoslovakia, Iceland,
Romania and Yugoslavia

EEC/Bulgaria, Hungary,
Poland

Sheepmeat and
goatmeat

Sheepmeat and
goatmeat

Export restraint

Export restraint

Export quantity fixed
annually within the
consultation framework

EEC/GDR Sheepmeat and
goatmeat

Export quota

Sheepmeat and
goatmeat

Export restraint 1986-
March 1988

EEC(France and Ireland)/
Argentina

EEC(Ireland)/Australia

EEC/Argentina, Austria,
Chile, New Zealand, South
Africa

Sheepmeat and
goatmeat

Sheepmeat and
goatmeat

Apples (dessert)

Export volume limit/
import licenses

Export restaint
corresponding to
traditional trade levels

Import certificate scheme
geared to a quantitative
threshold. (Traders
require clearance from the
Commission before any 3rd
country apples can be
landed in an EEC port. A
deposit of 15 ECU/100kg
will be payable on receipt
of the certificate which
is renewable monthly)

EEC/New Zealand Butter Import quota (1988:
74,500 tonnes; 25Z levy/
from 120,000 tonnes in
1975)

Canned mushrooms Unilateral quota

EEC/Uruguay 1985-1988

1980-

1980-

1987-1988

1988

1980-

Feb 1988-

1973-1988

EEC/Uruguay

EEC/Korea, Rep. of 1978-
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Switzerland/Austria, EEC Certain cheeses Price discipline/Reference
price

Switzerland/Finland

Canada/EEC

EEC/Austria, Finland

EEC/Norway

EEC/Switzerland

Finland/EEC

Finland/Switzerland

Norway/EEC

EEC(Italy)/Korea, Rep. of

Japan/United States

EEC/Thailand

Japan/Korea, Rep. of

Certain

Cheese

cheeses

Cheese

Cheese

Cheese

Cheese

Cheese

Cheese

Certain species of

frozen squid

Citrus

Manioc

Tuna

Import quota

Global quota of which
60 percent allocated to

the EEC

Discipline in reciprocal
trade (exports held to

traditional levels)

Quantitative limits
corresponding to
traditional trade levels

Observance of minimum

export prices

Export quota

Export quota

Quantitative limits
corresponding to

traditional trade flows

Reference price

Quota agreement

Export restraint

Voluntary export
restraint

1975-

1985-1988

1986-11988

1979-

1981-

1986-1987

1986-1988

1987-

1984 to end
fiscal 1987

1987-(1990)

1976-

1983-
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OTHER

Australia,/Japan Iron ore Reference price and import
tonnage guarantee

EEC/Austria, Canqda,
Finland, Sweden, Soviet.
Union

EEC(Benelux)/
Korea, Rep. of

EEC(Uk)/Korea, Rep. of

EEC(Dermark)/Poland

Kraftliner and board

Metal flatware

Metal flatware

Porcelain

Minimum price undertaking

Industry-to-industry
arrangement

Industry- to-indus try
arrangement

Voluntary export
restraint

EEC(UK)/Japan Pottery Industry-to-industry
arrangement

EEC(UK)/Japan

EEC(UK)/Rep. of Koreea

EEC(UK)/Japan, Rep. of
Korea, Taiwan

EEC/South Africa, Sweden,
Turkey, Zimbabwe

Norway/Korea, Rep. of

Stainless steel
cutlery (spoons and
forks)

Stainless steel
cutlery (spoons and
forks)

Music centres

Ferro-chromium

Leather apparel

Industry-to-industry
arrangement (limited to
2.5 million dozen)

Industry-to-industry
arrangement (limited to
4.05 million dozen)

Industry- to-industry
arrangement (with Taiwan
1976; Japan and Korea
1979)

Minimum price undertaking

Voluntary export
restraints

United States/Canada Potash Minimum "fair"price/US
price monitoring

1988-

1983-88

1987-

198 7-

198 7-

1968-

1966-

1977-

19 76-

1985-1988

19 78-1989

1988-1993
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United States/Canada Softwood lumber Export charge 1987-

United States/China Tungsten products Orderly marketing October
arrangement 1987-1991

United States/ Stuffed toys, pianos, Unilateral auto-limitation July 1987-
Korea, Rep. of leather bags, fishing

rods, tarpaulin
products and
brassware

1The importing countries concerned consider this entry to be premature in the
absence of agreement on the notifications of actions other than those of governments.

2Measures objected to by exporting countries.

3Arrangement applies irrespective of arrangements concluded by Japan with the EEC
at the Community level.

Previous export restraint superseded by unilateral monitoring on the part of
the exporting country.

%Based on information received from the delegation of Korea. The importing
country concerned considers this entry to be premature in the absence of agreement
on the notifications of actions other than those of governments.

6In the context of an Administrative Co-operation Agreement.

7Excludes some 24 long-term supplier agreements covering shipments of
guaranteed quantities of wheat and coarse grains.


