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I should like to recall, at the outset, the lofty goals which our Ministers set
for these negotiations in Tokyo in 1973. Among other things, the Ministers declared
that the negotiations shall aim "to achieve the expansion and ever greater liberali-
zation of world trade and improvement in the standard of living and welfare of the
people of the world through the progressive dismantling of obstacles to trade and the
improvement of the international framework for the conduct of world trade". In
addition, it set as a goal the objective of securing "additional benefits for the
international trade of developing countries... ". The Declaration continues: "to this
end, the negotiations should aim, inter alia, to conduct negotiations on tariffs by
employment of appropriate formulae of as general application as possible".

These bold objectives have been repeatedly reaffirmed in international fora and
at the highest levels of our governments. Moreover, we ourselves rededicated ourselves
to this effort at the last meeting of the Trade Negotiations Committee in
December 1975 where the conclusions set forth by the Chairman recorded that "it was
clearly the consensus that countries must demonstrate the political will to move
forward toward achievement of the goals in the Tokyo Declaration ..." and that it was
reasonable to expect "solid and substantial negotiating progress in 1976" among other
things toward "agreement on the major elements of a tariff negotiating plan".

My delegation feels strongly that we must not lower our sights and that we must
press on, ambitiously, to seek the substantial levels of trade liberalization which
we have set as our own goal and which the world has conic to expect. For our part,
my delegation has sought to contribute positively to this effort, having tabled a
far-reaching tariff-cutting proposal at our last meeting. Moreover, we sensed at
that meeting, and others also commented upon it at the time, that real progress was
being made. This was reflected in the Chairman's summing-up which described an
emerging consensus on four important points.
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We welcome the fact that the European Community has now put forward a
concrete proposal of its own. This represents a positive contribution to the
negotiations and we therefore welcome their action. However, whether or not this
proposal contributes to the progress we sensed was arising from the last meeting
is loss clear. For my delegation, the substance of the EC delegation's proposal
must be measured against the emerging consensus on the points described in the
Chairman's summing-up.

The first of those points was that "the tariff negotiating plan should
contain an important element of harmonization and should aim at a significant
reduction of duties". Dealing first with the question of depth of cut, I must
state, quite candidly, that we are disappointed at the modest tariff-cutting
goal which the Community has set for this negotiation.

When I presented my delegation's proposals at the last meeting, I suggested
that the formula should be more ambitious than that set forth in the Kennedy Round.
I am sorry to note that the EC proposal falls far short of that goal. The
Kennedy Round aimed at an across-the-board reduction of 50 per cent. The final
reduction on products covered by the formula, taking exceptions into account,
averaged between 36 and 39 per cent for the major participants. The tariff-
cutting formula proposed by my delegation aims at an overall depth of cut of
approximately 59 per cent, which is, of course, greater than the goal set for
the Kennedy Round. On the other hand, the Community, by its own calculation,
proposes a formula today having a depth of cut for itself of only 32 per cent.
Mr. Chairman, that goal is not only far short of the 50 per cent hypothesis
aspired to in the Kennedy Round, it is even well below that level which the
Kennedy Round finally achieved after all the exceptions were taken into account.
Moreover, the EC presumably envisions making exceptions to its formula, so that
even this meager goal would be further eroded. Mr. Chairman, I must submit that,
to my delegation, the EC proposal is so puny as to fall short of the standard
which the Chairman cited as an emerging consensus at the last meeting of this
Group - that is to say, that the tariff negotiating plan should aim at a
significant reduction of duties. An average cut in duties of 30 per cent or less
would strike most observers as hardly worth the effort.
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'he same paragraph of the Chairman's summing-up after our last meeting
also notes the emerging consensus that "a tariff negotiating plan should contain
an important element of harmonization" and the Community has been at pains to
emphasize the harmonizing aspects of its proposal. Yet even here, Mr. Chairman,
the Community proposal falls short.

My delegation has emphasized in previous statements the importance we attach
to the range of duty rates affecting the great bulk of world trade - that is,
to duty rates between 5 and 15 per cent. In this range, the United States
formula achieves more harmonization than does the EC formula. It does so by
narrowing the absolute difference between tariff rates by a greater degree.
Furthermore, it does so at a lower overall level of resulting tariffs than that
achieved by application of the EC formula. For example, a 15 per cent tariff is
reduced to 6 per cent. by the United States formula but only to 9 per cent by the
EC formula. Similarly, a 5 per cent tariff is reduced to 2 per cent by the
United States formula but only to 4 per cent by the EC formula. Thus, in both
cases, the original tariff spread is reduced by more through the United States
formula than the EC formula, or, stated another way, there is more harmonization
from application of the United States formula than from the EC formula in this
range. But even more important, this additional harmonization results in lower
rates and thus greater liberalization. Let me repeat, and be very clear about
this. As applied to any pair of rates in the 5 to 15 percentage range, the
United States formula accomplishes as much or more harmonization and greater
tariff reductions than the EC formula when the same rounding rules are applied
to both. formulas. Thus, where it matters, the harmonization pretensions of the
Community formula do not match those of the United States proposal.

The EC goes on to assert, however, that its formula provides more harmoniza-
tion because it would make higher cuts in tariffs in the upper range. There are
two points about this claim which ought to be understood. First, there are only
a very few tariff lines above 30 per cent in developed countries tariff
schedules. The United States has only 5 per cent of its rates over this
level, Japan 3 per cent, the European Community 1.4 per cent, and Canada
1 per cent. Thus, if the emphasis of the Community in advancing this
harmonization formula is to get at the very high rates, it is addressing
only a very small portion of the existing tariff schedules
and while these may not be important, they should hardly be the
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principal focus for this Group's agreement on a tariff-cutting formula. Moreover,
it should be made plain that the EC has presented its formula in such a way that
it would only cut the over-30 per cent tariffs maintained by other countries and
would not touch the over-30 per cent tariffs which the EC itself maintains. This
is because the EC has stated that application of its formula is limited to
industrial products and the EC has no tariffs over 30 per cent on industrial
products. Thus, the EC is offering a formula which at levels above 25 per cent
has a harmonizing effect only upon other people's tariff schedules, not upon its
own, thus reflecting the fact that all EC rates above that level are on agricul-
tural products.

For these reasons, we find ourselves unpersuaded by the claims put forward
by the Community in support of the harmonization effects of its formula and we
must again question the extent to which their proposal is superior with respect
to the goal that emerged at the last meeting that the tariff negotiating plan
should contain an important element of harmonization". Indeed, to the extent the
EC proposal embraces harmonization, it does so at the expense of depth of cut,
and thereby sacrifices tariff liberalization. This is hardly consistent with what
we have taken to be the goals that have been set for us. Graphs will be attached
to the text of my statement dramatizing the advantages of the United States
proposal over the EC proposal on this point and on escalation.

At the last meeting, the Chairman also reported the emerging consensus that
"the formula finally adopted must serve importantly to reduce the escalation of
tariffs". Analysis shows that in this regard as well the EC formula falls short.
Our review of the GATT tariff data shows that nearly all escalation in resource-
based industries exists in tariffs below 20 per cent. Thus, it is in the tariff
ranges below 20 per cent where significant reductions can minimize the effect of
tariff escalation. At the last meeting of this Group, my delegation distributed
charts intended to show the extent to which the significant tariff reductions
called for by the United States tariff-cutting proposal operated to reduce tariff
escalation. Delegations may wish to review that material in the light of today's
discussion because even a quick glance at the charts will show that as applied to
rates up to about 30 per cent, the United States proposal will make deeper cuts,
and achieve greater reduction of tariff escalation in most cases. Thus, on this
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score as well, when measured against the emerging consensus described by the
Chairman in his summing-up of the last meeting, we find the proposal of the EC
delegation less than adequate.

Consequently, while we genuinely welcome the action of the Community in
advancing a firm proposal, and while we are hopeful that this step will move the
negotiations to a new stage, our reaction to the substance of the EC proposal is
one of profound disappointment.

At the same time, however, we are compelled to conclude that the Community,
though falling short of the aspirations we believe are commenly shared by
delegations, has certainly surpassed the efforts of a number of our developed
country trading partners who. have not yet even summoned the will to advance a
firm proposal. We find this regrettable and believe that at this point in the
negotiations we and the Canadians and the European Community, all of whomhave
set forth our views, are entitled to an explanation from those nations which
have not yet done so and which have in the past, and should here, be considered
formula countries . On this point we can join very strongly with our Canadian
and European colleagues in observing that we have set forth our views on a tariff-
cutting hypothesis and we expect you to do the same,

My delegation indicated at the last mooting when we tabled our proposal for
a tariff-cutting hypothesis, that we were prepared to negotiate its terms in the
belief thatimportant benefits may be derived by the international trading
community from substantial tariff liberalization. Let me reaffirm that .
determination today. In that connexion we have indicated our willingness to
consider deeper than formula cuts and, in particular, duty elimination on tariff
lines With duties of 5 per cent or less. Furthermore, we are persuaded on the
basis of studies and analyses conducted not only, by my delegation but also by
outside experts and other international organizations, that the benefits
which developing countries can derive from MFN reductions greatlyoutweigh
any disadvantages of eroding GSP margins. These general conclusions, now
widely accepted, argue that developing country trade would clearly benefit
from substantial MFN reductions and we are hopeful that other developing
nations will in this and future meetings recognize the importance of overall
trade liberalization to achievement of the objectives of developing countries in
these negotiations.
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One final observation. Several delegations have commented upon the elements
of reciprocity in this negotiation, either directly or by inference. Indeed the
emerging consensus reflected in the Chairmants report of the last meeting observes
that "the negotiations on tariffs cannot be conducted in isolation but must be
considered, inter alia, in the context of the negotiations on non-tariff measures".
Certainly my delegation is of that view and I am glad to note that the Community,
in its proposal, adopts the same stance.

Nevertheless, my delegation, and I am sure others, cannot ignore the elements
of reciprocity to be achieved within the Tariffs Group. Each of us will attempt to
determine if his country is obtaining a fair bargain under any tariff-cutting plan.
To do this, we may use a number of measures - depth of cut, trade coverage,
estimated increase in trade, and others; but we will all be making reciprocity
calculations in. our own way. The Community spokesman, if I understand him correctly;
is suggesting that we lock at reciprocity from another dimension - not in terms of
how much each of us may give up - but in terms of whore we end up with regard to
tariffs at the end of the days That is to say, he is, or seems to be, suggesting
that the relative distribution of tariffs after the negotiations should be more
closely aligned without regard to the question of whether one country gives up more
than another country in the process of achieving this greater similarity in tariff
profiles.

This concept of reciprocity has a certain attraction when applied to the
entire tariff schedules of our major trading partners. But the EC spokesman has
stated, as I noted earlier, that the formula as he proposes it, would be applied
only to a portion of his tariff schedules, That is to say, it would be applied
only to industrial products, a posture that creates grave concern in the minds of
my delegation. A question which occurs to us is this: why should a tariff formula,
which is essentially a device to make reductions as automatic and as comprehensive
as possible, be limited on an a priori basis? Such a limitation tends to defeat
the very purpose of the formula technique. Moreover, it is seriously deficient in
reciprocity terms because it would oblige the United States to reduce its high
rates by large amounts while it would simply not apply to the articles on which the
EC maintains its high tariffs. We see no good reason for the Community, a priori
to fail to treat approximately 33 per cent of its tariff lines nor do we see any
difference in the conditions of trade for many items in BTN Chapters 1-24 than we
do for those in BTN Chapters 25-99. The Community, by taking this step, has raised
a serious question about how a balance of advantages can be achieved among the
formula countries, since, on a general basis, we see no reason for differentiating
between the applicability of a general tariff-cutting formula to these items.
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In closing, I would again repeat that my delegation welcomes the effort of
the Community in proposing a formula, but we believe there is some distance to go
before we can achieve a consensus. We will, like the Community - and other
delegations as well - be carefully watching the progress that is being achieved on
non-tariff measures since the choice of a tariff formula cannot be made in
isolation from the solutions being worked out in other groups. However,. the
United States continues to be convinced that our common objectives are best served
by a bold and ambitious effort at achieving tariff liberalization. We want to
reaffirm to all the delegations in the room that we are prepared to begin
immediate discussions in this Group and on a bilateral and plurilateral basis in
order to narrow our differences and achieve an agreement on the major elements of
a tariff formula at the earliest possible date,
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