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INTRODUCTION

1. The present report covers developments in trade policies and related matters in the
period 1 April - 31 August 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 19
October 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 and to resist
protectionist pressures in the formulation and implementation 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 eleventh 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 period under review. The main body of
the report provides a survey of information on measures affecting trade in important
product sectors and in certain regions 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 developments as well as
other developments relevant to the trading system, including movements in exchange rates.

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
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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. The holding of a meeting of the Trade Negotiations Committee at Ministerial level in
Montreal in December to review progress in the Uruguay Round has brought forward other
GATT meetings. As a result, this survey examines developments in trade policies during the
five-month period ending 31 August 1988 and not the six-month period covered by earlier
surveys. Other recently circulated GATT papers, in particular International Trade 1987/88
(Sections 1, 2 and 3) and GATT Activities 1987 complement it by describing trends in world
trade and activities that take place in the organization itself. Trade policies, international
trade and the work of the GATT are all closely interrelated but interactions between them are
complex. Some considerations on these interrelations are included in Section 3 of
International Trade 1987/88.

8. During the period under review, attention in the trade policy field focussed in
particular on three developments as being of particular importance for the future trading
environment: the passage of US Omnibus Trade and Competitiveness Act and the reactions
over its implications for the future conduct of US trade polices and the vetoing of the Textile
and Apparel Act; the move towards the unification of the market of the
European Communities by 1992; and the progress of the Uruguay Round negotiations
including preparations for the mid-term ministerial TNC meeting in Montreal in December
this year. The prospects for final ratification of the US/Canada Free-Trade Area Agreement
has also continued to be a matter of interest.

9. Other significant trade policy developments and concerns related to the application
over this period of anti-dumping measures by the United States and European Communities
to parts and components of electronic appliances and equipment aimed at ensuring that the
domestic industry or its future development was not damaged through the growth of so-
called "screwdriver assembly" operations, retaliatory measures or threats of measures to
secure improved protection by trading partners of intellectual property rights in such areas
as patents and copyright, and the persistence of difficulties in the area of informatics where
industrial policies have been particularly concerned with the protection of the -domestic
market and the conditions of international competition. The period, however, was also
notable for the adoption of a number of measures of trade liberalization, particularly in the
sector of agriculture by Japan and for some slackening of tensions in agricultural markets
associated with changes in production and marketing conditions though underlying
problems remained. Over this period, the trend towards autonomous measures of trade
liberalization on the part of several developing countries, as well as a number of other
countries such as Australia and New Zealand, was maintained.

10. In looking at these developments and the prospects for progress in trade policies in
the coming months, account should be taken of the evolution in the macro-economic
environment since the beginning of the year. In general, while many developing countries
continue to be confronted by balance of payments and debt-servicing difficulties and
uncertainties corrected with the movement of interest rates and commodity prices remain,
trade growth has accelerated to an annual average of 5 per cent for 1988 and the global
economy as a whole is expected to grow at a rate of 3.5 per cent. This development has been
accompanied by progress in the reduction of payments imbalances in two of the major
industrialized countries, generally greater exchange stability and a resumption of export
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growth in a number of heavily indebted countries. If these trends continue, and are
supported by appropriate monetary and financial policies including those relating to the
reduction of the debt burden, a particularly favourable climate would exist for progress in
the trade policy field.

11. The following part of this overview section presents somewhat fuller comments on
some significant points covered by the different chapters of this report.

12. Past reports have drawn attention to issues in the agricultural sector, particularly
those related to access to markets and competitive export subsidization, and to the disputes
on these which have been brought to the GATT. During the period under review, notable
progress has been made to resolve some of these disputes. In particular, Japan agreed to take
a number of measures to open its market to imports of beef and citrus and to phase out
import quotas on seven. categories of processed foods. India is to increase imports of
almonds from all sources over a six-year period. The Republic of Korea has reportedly taken
steps to liberalize imports of certain agricultural products. The difficulties still remaining
in this area are illustrated by the number of disputes which the GATT has been asked to
resolve in this sector. In the period under review, complaints have been renewed about the
European Community's import regime for dessert apples, as well as about its subsidies in the
oilseeds and related animal-feed protein sector. The United States' sugar import regime and
the use to which it has put its GATT Agricultural waiver have also been brought up in the
GATT Council as has the Republic of Korea's import restrictions on beef. This report notes a
number of changes in agricultural policies. Some governments have frozen or reduced
support prices for some major products. Drought in North America may present
governments with a dilemma - how best to react without worsening the longer-term
problems of oversupply. The basic issues facing policy makers in this area, however, remain
unchanged and agreement is required on the principles to govern agricultural trade in the
longer term.

13. The short section on petroleum draws attention in particular to developments in
OPEC. The other sectors dealt with specifically in this report - steel, motor vehicles,
electronics, footwear and textiles and clothing - all face problems of structural adjustment.
One of the main issues preoccupying policy makers has been the pace at which industries can
be expected to adapt to change and among the main instruments used have been anti-
dumping and countervailing duties and voluntary export restraints. In the steel sector,
although the European Communities has taken a decision to liberalize its internal market,
there has been no change in the regime affecting foreign suppliers. In the United States the
main debate has been on whether the programme of voluntary export restraints in this
sector will be renewed when it expires in September 1989.

14. The creation of the European Economic Community thirty years ago provided a
stimulus for the formation of regional groupings, not only in Europe but also in other parts
of the world, the effects of which are still being felt. During the review period, the European
Communities have been working on the means of achieving a single unified market by 1992.
An agreement was signed between Australia and New Zealand which accelerates the
implementation of their Closer Economic Relations Agreement. In Latin America, steps
have been taken to associate Colombia and Uruguay more closely with the Brazil/Argentina
Integration and Economic Cooperation Programme under the Treaty of Montevideo. The
United States/Canada Free Trade Agreement has been approved by the US House of
Representatives and the Senate and the Canadian House of Parliament has passed
implementing legislation; it has been referred to the Canadian Upper House where it is still
under consideration at the committee stage.
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15. The industrialized countries have bound many of their tariffs against increase in the
GATT and unilateral tariff changes do not therefore occur with great frequency in these
countries. Most other countries retain freedom to modify tariff rates. Many changes in
individual rates do occur and it is often difficult to discern any general trend. In the period
covered by this report a number of governments have, however, made unilateral reductions
in duties. Such reductions are often made as an aid to market de-regulation and, by
promoting competition, to stimulate efficiency. Among the governments making
significant moves to liberalize tariffs were Australia, Brazil, Colombia, India, Republic of
Korea, Mexico, New Zealand, Pakistan and Poland.

16. A number of changes in national Generalized System of Preferenc schemes are also
noted, as is the opening for signature of the Agreement on the Global System of Trade
Preferences, which establishes a framework for the exchange of preferences among
developing countries on tariffs, para-tariff and non-tariff measures.

17. The existing stock of quantitative restrictions remains substantial. While developed
countries no longer use GATT provisions permitting the maintenance of quantitative
restrictions for balance-of-payments purposes, many developing countries still do apply
quantitative restrictions to a wide ranges of products, some invoking these provisions as a
justification. The schedules of import restrictions of these countries often vary from year to
year, depending on their reserve position and on their development needs. In contrast the
quantitative restrictions maintained by developed countries show less variation. The
section on quantitative restrictions summarizes changes in this area. The liberalization by
Japan, India and the Republic of Korea of restrictions on certain agricultural products has
already been noted. Among other governments liberalizing quantitative restrictions during
the review period were: Brazil, Pakistan, New Zealand and Yugoslavia.

18. There are a number of methodological problems in the area of aidsand subsidies,
created in particular because, while GATTs concern is with those subsidies which have a
significant effect on trade, it is not always easy to identify all government aids that have
been granted nor to decide which of these have a trade effect. Inclusion of measures in the
section of the report dealing with government aids should not be taken as implying
judgments on these points. This section also summarizes notifications on subsidies made in
the GATT context. The sections relating to anti-dumping and countervailing actions are
based on notifications made to the GATT. These show that only a small number of countries,
all of them developed, actively use anti-dumping or countervailing duties. For these
countries, however, they continue to be important instruments. Modifications in the anti-
dumping procedures of both the European Communities and the United States have been
controversial.

19. In certain industrialized countries, the application of physical controls to regulate
access to their markets has increasingly taken the form of measures restraining exports
negotiated with individual supplying countries instead of quantitative restrictions on
imports. Previous issues of this report have listed export restraint arrangements of various
kinds known to the secretariat. This list has been updated. It shows that a very small
number of countries continue to account for a very large percentage of these measures: on the
import side, the European Communities and the United States account forjust over three
quarters of the measures in operation while on the export side Japan, the Republic of Korea,
the European Communities and Taiwan account for 36 per cent of the number of agreements
listed.
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20. The most important item in the section on other trade policy developments concerns
the new United States trade act (the Omnibus Trade and Competitiveness Act of 1988) which
was signed into law by the President on 23 August 1988. The provisions in the Act providing
the President with authority to negotiate trade agreements have been welcomed but some
governments have expressed concern because, in their view, some provisions in the Act will
have an adverse effect on the development of trade, certain contravene the United States'
international obligations, while the high degree of automaticity in some other provisions
increase the risk that action will be taken inconsistently with these obligations. When
signing the Act the President stated that one provision might lead to action inconsistent
with international obligations but the attitude of the Administration has been that, in the
main, the Act codifies existing practice, that it gives the President authority to take certain
action but also discretion as to how that Authority should be used and that others should
wait to see how this authority is used before drawing firm conclusions. The section also
notes a number of developments relating to government involvement in counter trade and
the negotiation of bilateral trade agreements.

21. The chapter on prospective developments notes that the President of the United
States has vetoed the proposed Textile and Apparel Act of 1988 which has been referred to in
previous issues of this document. It also identifies a number of initiatives and proposals
currently being pursued, on such matters as shipbuilding, state aids to industry, the
possibility of further regional arrangements, the negotiation of new restraint arrangements,
the adoption of which could have a significant influence on the shape of trade policies and
on trade flows.

22. The report ends with short sections on movements in.exchange-rates and on
developments-in other fields of significance for international trade.
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DEVELOPMENTS IN TRADE POLICIES AND MEASURES

I. SectoralDevelopments

a. Agriculture
23. Past issues of this document have reported on disputes relating to access to markets
for agricultural products. During the period under review notable progress has been made
in liberalizing market access for a number of products. Japan has agreed to take a number
of measures to open its market to imports of beef and citrus and to phase out import
quotas on seven categories of processed foods. The Republic of Korea has reportedly taken
measures to liberalize imports of certain foodstuffs, wine and cigarettes. India has agreed
to increase imports of almonds over a six-year period.

24. Conflicts continue to arise in this area however. Complaints have been renewed
about the European Community's import regime for dessert apples and subsidies to the
oilseeds sector. Aspects of the agricultural policy of the United States have also been of
concern to its trading partners, in particular the conformity of its sugar import quotas
with its international obligations and the use to which it has put its GA1TT 1955
agricultural waiver. Among policies of particular concern to the United States and other
exporters of the product affected has been Korea's import restrictions on beef.

25. Border measures are, of course, often only a part of governments' agricultural
policies which themselves have effects on international trade. There have been a number
of significant developments in such policies. Australia announced far-reaching plans for
reducing assistance to its agricultural industries on a phased basis through to the 1992/3
marketing year. The EC made public its regulations on set-aside, passed a farm price
package for the 1988/89 marketing year, and proposed a scheme to subsidize interest rates
on loans made to developing countries for the purpose of purchasing EC agricultural
products. Japan decided to reduce producer price supports for beef, pork, raw milk and
rice. Adverse weather has curtailed output in North America and in a number of other
countries and has thus reduced stocks, but it has also presented governments with a
dilemma how best to react without re-creating previous patterns of oversupply. The
United States proposed various remedial measures, including a smaller acreage reduction
programme than had been the case in the last two years.

26. Argentina: In June 1988, the National Grain Board announced revisions to
minimum support prices for a number of grains, oilseeds and products. The most recent
prices, in US$ per ton, for the major commodities are as follows, bread wheat - 120:
durum - 125; oats - 85; maize - 87 until 1 July, 93 thereafter; soyabeans until 1 July - 292,
then 295 until 1 August, and 298 thereafter.

27. Australia: In an economic statement released on 25 May 1988, the Australian
Government announced a major package of micro-economic policy changes. These
included reductions in general import tariff rates, modifications of the direction arid
nature of assistance measures, and regulations for the primary industries and resources
sectors. Wide ranging changes to policy for the rural sector, following on an Industry
Development Review, include alterations in price support and underwriting arrangements
for several commodities, the elimination of subsidies on fertilizers, and many other
initiatives. As a result, the effective rate of assistance to rural industries will be reduced
from its relatively low level of about 11 per cent in 1986/87, to an estimated 9 per cent by
the mid- 1990s (substantial benefits are expected to accrue to the rural sector because of the
spillover effect of the reductions in the general import tariff rates; see Section III).
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28. Among the plans for reducing assistance to agricultural industries are:

- new principles announced for price underwriting arrangements to apply to
wheat as well as several other commodities. These include prices being
triggered only by extraordinary downward price movements; the industry
assuming increased responsibility for meeting the costs of reducing price
uncertainty, and increased transparency in the calculation of reference prices
which should be closely aligned to world prices;

- the fertilizer subsidy was terminated as of 30 June 1988;

- dairy supplementary market support payments for butter and butter oil,
presently being reduced, will be phased out completely by 1 July 1989 instead
of 1992.

- Tobacco: under a local content scheme, tobacco manufacturers sourcing not
less than 50 per cent of their total leaf requirements from Australian growers
receive duty concessions on imported leaf. The non-concessional specific rates
of duty on tobacco leaf imports have been converted to a maximum ad valorem
rate of 23 per cent, which will phase down to 15 per cent on 1 July 1992.

- Sugar: the import embargo on sugar which has existed since 1923 will be
terminated and replaced from 1 July 1989 with tariffs of 25 per cent on refined
sugar and 35 per cent on raw sugar. These rates will be phased down to
15 per cent by 1 July 1992 in line with other tariff reductions (see Section III).

- Dried Vine Fruit and Citrs: assistance arrangements will be reduced by
phasing down current tariffs to 15 per cent by 1 July 1992 in line with the
general tariff reduction.

- Changes to depreciation allowances and company taxation will reduce
benefits to farmers, the effect will depend upon the level of expenditure on
plant and equipment by the farmer;

- a new Income Equalization Deposit Scheme is also introduced for primary
producers. Deposits will be tax-deductible in the year of deposit, and assessed
In the year of withdrawal.

29. Due to low world prices, the government will need to cover the small difference (no
more than A$18 per tonne) between the net pool return and the Guaranteed Minimum
Payment (GMP) for wheat for the 1986/87 season (October/September). The GMP is
Aus$ 139.83 (US$113.78) per ton and the deficit is projected at Aus$ 15.75 (US$12.82)
per ton. The government has made an advance payment to the Wheat Board of
Aus$ 167.4 million (US$136.2 million), in order to minimize the Board's overall
financing costs. Another adjustment is likely to fall due when the pool is finalized in
1990/91. The 1987/88 GMP has been set at A$144.29/ton; there will be no payout under
the underwriting arrangements for the 1987/88 crop (see also L/6366, paragraph 33).

30. Australia/United States: For Australian interim export controls on beef
shipments to the United States in 1988, and details of the voluntary export restraint
agreement, see Section VII.

31. EEC: On 11 May the Commission made public its regulations regarding set-aside.
Among thle main provisions contained in the regulation:

Reference period:. farmers applying for the set-aside premium must be able to
prove that the land being withdrawn from production was cropped for at least
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one marketing year between 1 July 1985 and 30 June 1988. The area set aside
must represent at least 20 per cent of the farmer's total arable land and
amount to a minimum surface area of one hectare per holding (0.5 hectare in
Greece).

Protection of the environment where set-aside land is left fallow (including
rotation systems), the producer must undertake to keep the land in good
agronomic condition.

Grazing fallow: in cases where land is set aside for "extensive" grazing, a
number of obligations are incumbent upon the producer. In addition, the
Commission is placing a limit of one livestock unit per hectare of total set-
aside forage area. The producer must undertake not to increase the density of
grazing stock on his holding for the period of operation of the set-aside
scheme.

Level of aid: member States may differentiate the rate of the set-aside
premium (fixed by the Council at between 100 and 600 ECU per hectare)
according to local economic or agronomic conditions.

Policing: each year member States arc obliged to insp : arepresentativee
sample" of holdings, being understood as at least 5 per cent of the total number
of holdings participating in the set-aside scheme. Member States will be
responsible for the correct enforcement of the set- aside rules, and will be able
to use their discretion in imposing financial penalties on offenders. Each year
national governments will be asked to submit a report to the Commission (to
be received before 1 July) on the operation of the scheme.

32. On 24 June, the EEC 1]988/89 farm price package was agreed for implementation on
1 July 1988. The compromise agreement on prices in ECU terms involves "green rate
devaluations" for a number of member States. Greece was allowed to devalue its "green"
rates by 15 percentage points for animal products and by 20 points for vegetable products.
The changes are to come into effect from the beginning of the 1988,/89 marketing year, and
on 1 July for those products such as milk and beef whose marketing years were scheduled
to start earlier. For other EEC member States the changes (France 1.5 points;
Ireland 1.55 points; Denmark 1 point; Italy 2.5 points and the UK 3.2 points) do not
become effective until 1 January 1989. (Devaluation of a "green" rate, or, technically, a
reduction in negative monetary compensatory amounts, raises farm prices in the
national currency, while also reducing import subsidies and export levies). The
Commission has stated that the extra costs - largely due to the concession on the level of
the "green" drachma - would be met by management measures, including a cut in the EEC
subsidy paid for the incorporation of milk powder into animal feed; farm spending would
thus be kept within the agreed ceilings (see L/6366, paragraph 46).

33. Subsequent to the establishment on 3 February 1988 of a system of import livences
(for the period 15 February to 31 August 1988) to monitor all imports of dessert apples
into the Community of Ten from third countries, the EC Commission, on 12 April 1988,
suspended the issuance of licenses for imports of apples from Chile. Subsequently, on
20 April, the Commission adopted a further regulation providing for an import quota
system for all the major suppliers for the period 15 February to 31 August 1988, allocated
by supplying country according to the pattern of imports in a reference period
(Argentina 70,000 mt; Australia 11,000 mt; Chile 142,131 mt; New Zealand 115,000 mt;
South Africa 166,000 mt; Others 17,600 mt) (L/6337). A dispute settlement panel was
established in May at the request of Chile to review the matter. All imports into the EEC
of apples from non-EEC countries, with the exception of Australia (which had not yet
filled its quota), were suspended by the Commission in July 1988 until the end of the main
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importing season on 31 August as the main supplier countries had reached, or even
exceeded, their ceilings (see also Section VII, and L/6366, paragraphs 6062).

34. The long-running dispute between the EEC and the United States over the strict
health and hygiene standards for meat plants in the EEC and in third countries exporting
meat and offal to EEC member States, introduced in February 1985, appears to have been
partially resolved since the recent decision by the European Commission to grant full
export authorization to 117 US plants. The Conmnission has until 15 October 1988, to
approve a further 18 plants which have been granted temporary export licences.
Meanwhile, the debate over authorization procedure continues; the USTR had previously
received a Section 301 application in July 1987 (see also L/6366, paragraphs 55-56).

35. The European Commission authorized, on 18 July, the extension, until
30 June 1989, of the temporary protection system for France's banana market, which has
been in force since 1982, (to prevent bananas from the so-called Dollar zone from flooding
the French market, see L/6366, paragraph 63).

36. The Thai Commerce Ministry announced, in August, the final amount of tapioca to
be exported under quota to the European Community this year of 310,368 tonnes,
compared with 325,000 tonnes under the previous allocation. The final allocation is the
seventh under a maximum 5.5 million tonnes overall quota granted by the Community
for calendar year 1988 (see also L/6205, paragraph 86).

37. In April 1988, the International Dairy Arrangement/Committee of the Protocol
Regarding Milk Fat authorized the EEC to export approximately 50,000 tonnes of butter
oil at a price below the Agreement's floor price - provided that the butter oil in question
was at least 18 months old and out of Intervention stocks - to Bangladesh, (For recent
price increases in the International Dairy Arrangement see L/6366, paragraph 101).
Subsequently, under a decision taken on 12 July 1988, by the same body, the EEC was
authorized to sell, under certain conditions, butter aged at least 18 months out of public
intervention stocks to the Soviet Union below the minimum price of US$ 1,000 per tonne
set out in Article 3 of the said Protocol. The quantity contracted will be around
100,000 tonnes and exports shall be completed by 31 December 1988.

38. India/United States: India agreed in June 1988 to allow imports of almonds to
increase over a six-year period; almonds are the seventh largest US agricultural export.
In the first three years, India would permit its almond imports from all countries to
increase from roughly US$7 million to US$20 million annually, according to an
announcement by the US Trade Representative. In the remaining three years, India would
remove its licensing restrictions if India's balance of payments position improves to a
specified level. At a minimum, the Indian Government woo"1 keep its commitment to
import US$20 million worth of almonds during the remaining three years. In addition
India will lower and bind the tariff for shelled almonds from US$4. 18/kg. to US$3.73/kg.
Similarly, India agreed not to raise the current tariff of US$2.09 on unshelled almonds.
The agre'-nents were reached in negotiations begun under a Section 301 case brought by
the C:. : .nia Almond Growers Exchange early in 1987. As part of the agreement, the US
producers withdrew their Section 301 petition and the US Government withdrew its
request for two dispute settlement panels in the GAYI' (see also L/6366, paragraph 76).

39. Japan: The Japanese Agriculture ministry has decided to reduce, for three
consecutive years, producer price supports for beef, pork, and raw milk for processing as of
1 April 1988. The change will affect wholesale prices for beef and pork and the farmers'
price for raw milk for processing. Compared with FY 1987 support levels, the reductions
are 4.3 per cent for beef, 9.89 per cent for pork and 3.5 per cent for raw milk for
processing. The new pricing system for beef is based on new beef grading standards. Prices
of imported beef will also be lowered in line with these domestic price reductions. The
drop in production costs for pork also reflects lower feed costs. The new floor price for
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pork is ¥410/kg. The measures are intended to make farmers more competitive while
supporting them during the period of agricultural de-regulation. The Japanese
Government recently decided that the price the Govenument pays farmers for rice
produced in 1988 be cut by an average of 4.6 per cent. The Government, reportedly, had
wanted to introduce a new pricing formula that would be based on the production costs of
land farmed by individual farming families, organizations or groups, greater than
1.5 hectares. The Japanese Government, however, has decided to use the new formula for
the pricing of rice produced in 1989.

40. According to recent information provided by the Government of Japan (L/6389),
Japan will implement, subject to the necessary domestic procedures including the
approval of the Diet, market-opening measures concerning imports of certain agricultural
products summarized as follows. These measures are to be implemented unilaterally by
the Government of Japan, following the recommendations adopted in February 1988 by
the GATT Council (see L/6253 and L/6366, paragraphs 80-82) concerning import regimes
for such agricultural products and in accordance with the most-favoured-nation
treatment provided for in the General Agreement. (a) Seven items are to be liberalized by
April 1990: processed cheese; other sugars and sugar syrups (excluding lactose); fruit
puree and paste; fruit otherwise prepared or preserved (fruit pulp, prepared and preserved
pineapple); non-citrus fruit juices; tomato juice, tomato ketchup, rnd tomato sauce; food
preparations mainly consisting of sugar. (b) Other products un..-. the import allocation
system: (I) certain dairy products such as ice cream and frozen yogurt will be liberalized
on 1 April 1990, and chick peas and lentils on 1 October 1988; (ii) import access for some
dairy products, starch, dried leguminous vegetables and groundnuts, which will continue
to be subject to the import allocation system, will be improved from FY 1988 to FY 1990;
and (c) tariff reduction on 16 items.

41. Japan/Uinited States: Japan and the United States signed an agreement on 20 June
which, by eliminating Japan's import quota for beef and oranges, contributed towards
resolving a decade-long dispute between Japan and the United States over Japan's
agricultural import restrictions. The accord leaves Japan with a total of 13 agricultural
items whose import is restricted by the government to a level "almost equal" to that of
other industrialized nations, according to the Ministry of Agriculture, Forestry and
Fisheries. Since 1978, the United States had negotiated twice with Japan to lift the beef
and orange quotas. As a result, Japan raised the quota for beef imports from
16,000 tones in 1978 to 214,000 tonnes in 1987. At present, imports make up a third of
Japan's beef consumption.

42. The following are the measures to be implemented unilaterally by Japan on an
m.f.n. basis:

Beef

- Japan will lift its import quotas on beef effective from 1 April 1991. After
that, Japan will set a tariff of 70 per cent in FY 1991, 6) per cent in FY 1992 and
50 per cent in FY 1993. The level thereafter will be subject to the results of the
Uruguay Round tariff negotiations (L/6389).

- During FY 1991-1993, if imports appear likely to exceed a level calculated at
120 per cent of the previous year's imports or import allocation (whichever is
higher), Japan has the right either to request that the governments concerned
limit their exports of beef to Japan, or impose an additional 25 per cent
ad valorem tariff for the remainder of that fiscal year. Such a step can only be
taken after consultations with the beef-exporting countries.
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- From April 1994, such safeguard measures will be limited to only those
permitted under GAIT rules.

- During the transitional period of FY 1988-1990, Japan will increase its
import quotas by 60,000 tones per year, reaching 394,000 tonnes in FY 1990.

- The Livestock Industry Promotion Corporation (LIPC) will no longer be
involved in beef imports by 1 April 1991.

- The proportion of imported beef that will be transacted under the
Simultaneous Buy-Sell programme will increase from 10 per cent of the total
quantity handled by the LIPC in FY 1987 to 30 per cent in FY 1988, 45 per cent
in FY 1989, and 60 per cent in FY 1990.

- Market access for hotels is expected to be expanded from 4,000 tonnes in
FY 1987 to 10,000 tonnes in FY 1988, 13,000 tonnes in FT 1989 and
16,000 tonnes in FY 1990.

- Chilled and aged beef is expected to be increased by 10,000 tonnes annually to
reach 68,000 tonnes in FY 1990.

Fresh Oranges

- Import quotas will be lifted as of 1 April 1991. The tariff will remain at the
current 40 per cent in-season rate and 20 per cent off-season rate.

- During FY 1988-1990, it is expected that market access may be expanded by
22,000 tonnes annually to reach 192,000 tonnes in FY 1990.

Orange Juice

- Import quotas will be lifted as of 1 April 1992. The tariff rate will remain at
current levels, now set between 25 and 35 per cent depending on the sugar
content.

- During FY 1988-1990, market access for single strength and mixtures will be
increased from 15,000 to 27,000 tones.

- During FY 1988-1991, market access for orange juice concentrate will be
increased from 8,500 tonnes in FY 1987 to 15,000 tonnes in FY 1988,
19,000 tonnes in FY 1989, 23,000 tonnes in FY 1990 and 40,000 tonnes in
FTy 1991.

- The requirement that imported orange juice be blended with Mikan juice
produced in Japan will be phased out over two years ending 1 April 1990.

Other Products

- Japan will reduce its tariff on the following items as of 1 April 1989:
grapefruit, lemons, frozen peaches/pears, pistachios, macadamia nuts, pecans,
walnuts, bulk pet food, pet food in packages for retail, beefjerky, sausages, and
pork and beans.

- Import restrictions on prepared and preserved beef products will be
eliminated by April 1990 (see also Japanese submission, L/6370).
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43. Following the above announcement, the United States withdrew its dispute
settlement complaints under Article XXIII:2 of the General Agreement (see L/6322/Add. 1).
New Zealand, having also negotiated a satisfactory adjustment, also withdrew its request
for a panel to examine Japanese Import restrictions on beef (see L/6355/Add. 1). Pursuant
to the agreement with the United States, Japan concluded, on 24 June, an agreement with
Australia on beef imports. While both agreements are similar in essence, that with
Australia provides for a virtual doubling in imports of the minimum quantity of chilled
and aged beef - one of Australia's major exports; Australian beef exporters will also
benefit during the initial period of the agreement from the abolition of the quota
distinction between grain-fed and grass-fed beef. Australia likewise withdrew its
complaint to the GATT (see L/6333/Add. 1).

44. Korea. Rep. of: According to Korean press reports, the Republic of Korea has decided
to begin importing beef in June 1988, thereby lifting a three-year-old ban on imports of
foreign beef. The country is expected to import up to 14,500 tonnes of beef valued at
US$20 million by the end of 1988 - about 10 per cent of the country's annual requirement.
In addition, the Korean Government will establish a Livestock Products Marketing
Organization (LPMO) to administer, exclusively, imports of beef.

45. Korea, Rep. of/United States: According to an official statement in May 1988, the
United States has won commitments from the Republic of Korea to increase its purchases
of seven agricultural products. Reports confirmed that the Republic of Korea will ease its
controls starting 1 July on imports of frozen potatoes, avocados, meat extracts and most
vegetable juices, plus texturized vegetable protein, by transferring those products from its
list of restricted imports to another category entitled to automatic import-licence
approval. With respect to orange-juice concentrate, the Republic of Korea has reportedly
agreed to increase the quota to 7,000 tones this year and to 9,000 tonnes in 1989 as
against 6,400 tonnes in 1987. The Republic of Korea also agreed to import 90,000 tons of
alfalfa products by 1 April 1989. In August, Korean and US officials were reported to have
had further talks related to the expansion of trade in agricultural products (concerning, in
part, tariff and quota issues).

46. Agreement was also reached on a wider opening of the Korean cigarette market
(reduced excise tax on foreign cigarettes) and on reducing barriers to wine imports. The
Republic of Korea agreed to reduce the import tariff on wine from 100 to 70 per cent during
the latter half of 1988 and to phase out quotas by 1990; wine coolers and vermouth will
also be made freely importable by 1990.

47. New Zealandl/Australia: For the agreement on the non-renewal of the orderly
marketing agreement between the New Zealand and Australian Dairy Boards, see
Section VII.

48. Philippines: On 1 May, the Government removed the ban imposed in 1983 on the
import of apples; the 50 per cent ad valorem tariff remains.

49. United States(USDA): on 25 May 1988, the USDA announced that there would be a
new 10 per cent acreage reduction programme (under which US wheat growers are able to
qualify for government price supports and target price payments) for the 1989 wheat
harvest, compared with 27.5 per cent in 1988. The loan rate will be US$2.06/bushel
(US$75.69/ton), the statutory minimum, down from US$2.21/bushel (US$81.20/ton) for
the current year. The target price will be 3 per cent lower at US$4. 10/bushel
(US$150.65/ton). There will be no paid land diversion (PLD), nor marketing loan. The
lower acreage reduction programme (ARP) will mean that less land will be set aside in
1989/90. USDA projections, released as part of a preliminary impact statement, forecast
that around 7.8 million ha. of wheat land could be set aside, compared with
12.1 million ha. in 1988. It should be noted that these figures cover also the conservation
reserve programme. Production, depending on average yields, could rise by 9 million to
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10 million tons to 66.7 million tons - from 56 million acres compared with about
48 million acres in each of the last two years. Carryover stocks could fall to less than
22 million tons, compared with almost 60 million tons at the end of 1986/87.

50. The European Commissioners for Agriculture and External Relations, respectively,
publicly protested on 1 June 1988 at the above decision. The Commission did so as it
"considers that the US measures are contrary to decisions taken by the OECD in 1987 and
1988", and that "the US decisions run counter to the standstill commitments taken at
Punta del Este ...". At issue is the decision to lower the minimum percentage of land that
US farmers must set aside in order to benefit from the so-called deficiency payments. For
the EC, this amounts to a slight increase in support given to US farmers, which would
result in a boost in production, according to the Commission, from 10 to 12 million
tonnes of wheat during the forthcoming marketing years. In response, the United States
stated that the decision was taken only after careful consideration of the world supply and
demand situation. Since 1985/86 United States stock levels had fallen from a peak of
52 mit. to an estimated 34 mint. in 1987/88, and were forecast for 1988/89 at only
22 mmt. This dramatic decline in domestic stock levels and expected level of world
demand made it imperative for the United States to reduce the set-aside level for wheat.
Any production increase resulting from the reduced set-aside would allow the United
States to meet current demand, maintain or replenish its stocks, and assure sufficient
world wheat supplies in order to avoid severe price fluctuations in the market. These
decisions to reduce acreage reduction and the loan rate were considered indicators of the
true direction and consistency of US policies aimed at increased market orientation for
prices, and decreased levels of artificial supply controls. This is viewed as consistent with
the Punta del Este agreement to work towards liberalization and expansion in world
trade, and the reduction of restrictions and subsidies which relate to structural surpluses
and distort world trade.

51. On 16 June 1988, the USDA announced measures to alleviate the effects of severe
drought on livestock production. Pasture and forage crops were in short supply, and there
was concern that widespread distress slaughtering of livestock could occur. In order to
improve the availability of forage, haying and grazing will be permitted on land idle under
the Conservation Reserve Programme (CRP) . Producers who make use of this option will
have their next annual rental payment reduced. The amount will be evaluated by
multiplying the number of acres used by 25 per cent of the per acre CRP annual payment.
Producers may also be eligible for the Emergency Feed Assistance Programme. This
scheme provides for the sale of grain held by the Commodity Credit Corporation (CCC), at
75 per cent of the basic county loan-rate, to livestock producers whose enterprises have
been affected by drought.

52. The US Department of Agriculture's Almond Board has restricted 1988 exports of
almonds to no more than 100 million lbs in an effort to boost world prices. On 22 July,
the USDA revised this year's US sugar import quota by an additional 300,000 tonnes to
1.05 million tonnes. The move came in response to fears about the effects of the drought
on the US sugar beet crop and a squeeze in availability of raw sugar supplies for refineries.
Australia has called for the establishment of panel as it questions the conformity of the
US sugar import regime with the provisions of the GATT.

b. Steel

53. The problems in this sector are well known. Over the last few decades, newly-
established industries have expanded rapidly behind protective barriers in a number of
countries and there has been a corresponding decrease in export opportunities. During
part of the period, economic recessions have also led to reduced demand for steel. Older-
established industries have often been unable to compete in terms of price and
governments have felt it necessary to intervene to slow the pace of structural adjustment
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to socially acceptable levels. One of the main techniques used by the European
Communities and the United States has been the negotiation of voluntary export
restraints with their main suppliers. Appendix V lists 52 such arrangements.
Steelmakers in both these markets have been engaged in a massive retrenchment exercise
and some firms have been making profits in the period under review. Noteworthy during
the period was the decision of the European Communities to do away with its remaining
production quotas. Border measures, including voluntary export restraints, have,
however, remained largely unchanged. Section IX, dealing with prospective
developments, reports on the debate going on in the United States about whether or not the
19 voluntary export restraint agreements due to expire on 30 September 1989 should be
extended.

54. Brazil/Argentina: According to industry reports in June 1988, the Brazilian
Government is considering allowing tax-free imports of some Argentinian steel products
in a move to seek greater equilibrium in the trade balance between the two countries,
currently very much in Brazil's favour. The initiative follows the recent signing of
protocols between Presidents (see Section II), designed to boost trade integration in
various sectors including steel, and is viewed in some circles as a first step towards
creation of a common market in Latin America's southern cone. Reportedly, this would, if
the scheme is approved, allow annual tax-free imports of up to 10,000 tonnes of cold-
rolled sheet below 3mm. thick; 9,000 tonnes of rails; and 1,500 tones of carbon-steel
seamless tubes of 0.5-8 inches diameter.

55. EEC: The European Community Industry ministers agreed to liberalize the
Community's domestic steel market by lifting, as from 1 July 1988, the remaining
production quotas applied to four steel products - hot-rolled coils, cold -rolled sheet, heavy
plats and heavy sections. The production quota system, set up in 1980 to give the steel
industry a base from which to recover from the last recession, and which helped prop up
prices, regulated about half of the Community's 130 million tonne annual steel
production, even after the ending in January 1988 of controls on merchant bar and wire
rod. EUROFER, the EEC club of steel producers, had struggled successfully over the past
few years to persuade the member States to put off ending the bulk of the steel quota
system, originally scheduled to expire at the end of 1985.

56. Under an agreement reached in December 1987, the industry was given until
10 June 1988 to come up with firm and satisfactory commitments regarding the
restructuring of the steel industry. The Commission was prepared to extend quotas for
hot-rolled nroil until end of 1990, if the industry were to volunteer closures of
7.5 million tones of capacity - about 75 per cent of overcapacity in that product. The
Commission was prepared to do the same for heavy plate and heavy sections if the
industry were to come up with firm guarantees to eliminate 75 per cent of the
9.6 million tonne overcapacity. The industry, however, largely failed to respond to this
plea for voluntary plant closures. The Council of Ministers said that, given the absence of
sufficient and adequate closure commitments, a state of "manifest crisis" according to the
ECSC treaty Article 58 no longer exists. Hence, the decision was taken to abolish the
quota system for all four categories, returning the European steel market to normal
market forces and free competition as from July 1988. However, the Ministers agreed to
establish a monitoring system, in order to ease the transition to the total liberalization of
the market. This system will extend the quarterly planning programmes already set up,
under Articles 46, 47 and 58 of the Treaty. The Commission will monitor output and
demand, regularly consult and advise producers, and will ask the Council to take action if
the situation deteriorates. The Commission will also step up its efforts to prevent
dumping from third countries. European industry sources have said that a liberalized
internal market would change little for third country steel exports to the Community.
(See also L/6366, paragraphs 106 and 108).
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57. The Ministers also agreed to extend, for three years from January 1989, the code for
state aid for the steel sector as it currently stands, which reserves aid for research and
development, environment-related investments and closures under certain limited
conditions.

58. EEC(Italv): The European Commission ruled in May that the continuous granting
of credit to loss-ridden Finsider mainly by state-owned banks was illegal and, has started
infringement proceedings against the Italian Government for non-compliance with aid
prohibition contained in the European Coal and Steel Community treaty (see Section VI
for details).

59. Finland/Romania: On 4 May 1988, Finland informed the GAIT that it would
subject flat steel bars, originating in Romania, to mandatory import licensing. Previous
consultations - regarding an increase in certain steel products from Romania such as to
cause serious injury to Finnish producers of like or directly competitive products - had
failed to reach a mutually satisfactory solution (L/6342).

60. Korea. Rep. of: Steel imports into the Republic of Korea are no longer subject to
import licensing from 1 April 1988. The government also intends to reduce import tariffs
on 139 different steel items from an average 13.6 per cent to an average of 9.5 per cent
from January 1989, and 6.9 per cent by 1993. The new liberalizations are based on
recommendations submitted by the Korean Iron and Steel Association. In the initial
period from 1989, tariffs on steel import items deemed as competitive with domestically-
produced steels will be reduced less quickly than for those for which domestic production
is low or non-existent, thus giving Korean producers time to adjust.

61. United States: The US Trade Bill contains a provision which would treat steel
imports from non-VRA countries that were manufactured from steel melted and poured in
a VRA country as imports from the VRA country for purposes of quantitative restrictions
(see Section VIII, for the background case behind this decision, see L/6366,
paragraph 574).

62. United States/Koreaa.-Ren,-of: The United States and the Republic of Korea agreed
that Korea could export to the US market 1,447,000 tons of steel during the 1988 calendar
year. This amounts to 3,700 tons more than during the previous year (see Section VII).

63. United States/Mexico: In June 1988, the US Government ordered a halt to all
deliveries of Mexican (non-806.30) stainless steel sheet and strip to the United States,
following the discovery that Mexico exceeded its quota for sales to the US in 1987.
According to the Specialty Steel Industry grouping of US producers, 1987 imports from
Mexcio were 2,981 tons, up from 1,7603 tons in 1986 and nearly three times the 1,000 tons
set as Mexico's quota under its VRA. As a result, the Commerce Department requested
Mexico to halt all shipments and to revoke any export licences already granted. The
Commerce Department took steps to "pursue administrative redress for non-compliance"
and has taken steps to ensure Mexico's compliance in future.

C. Petroleum

64. In a compromise agreement announced on 14 June, the 12 OPEC member States
(except Iraq) agreed to extend for six months their crude oil output ceiling of 15.06 million
barrels per day (L/6366, paragraph 117). However, OPEC producers together exceeded their
export quotas by some 4.1 million barrels per day; sales at discounted prices have not
ceased, with prices reportedly up to some US$3 below the US$18 a barrel target price
common objective set eighteen months ago.
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65. OPEC has also yet to address an offer by six non-member producers to cut
production by 5 per cent provided members of OPEC do the same (L/6366, paragraph 116).
Other issues include Iraq's refusal to be associated with the quotas set until it gets parity
with Iran, and how to treat the Neutral Zone shared by Saudi Arabia and Kuwait which
neither State recognizes in its own quotas.

66. African Petroleum Producers' Association JAPPA): The third Ministerial council
of the APPA has expressed its willingness to continue to associate itself with cooperation
efforts among OPEC and other oil producers in order to stop "the dangerous price drop and
restore market stability". A communique, issued after a two-day meeting in Benin, said
the Ministers had examined the current market situation in detail and expressed concern
about declining prices. APPA groups OPEC member countries Algeria, Gabon, Libya and
Nigeria with Angola, Cameroon and Congo.

67. Canada: On 3 May 1988, the Federal Government announced the Canadian
Exploration Incentive Programme (CEIP). It will provide incentives, al. a rate of
30 per cent subject to a ceiling of CAN$10 million in qualifying expenditures, to qualified
corporations which incur eligible exploration expenses. CEIP begins on 1 January 1989
for mineral exploration, and on 1 October 1988 for oil and gas exploration. The latter
date is when the incentive rate under the Canadian Exploration and Development
Incentive Programme (CEDIP) is reduced from 33-and-one-third per cent to 16-arld-two-
thirds per cent.

68. EEC(Snain): After the recent transfer of the state oil pipeline network to private
refiners, the Government proposed, on 17 June 1988, further measures liberalizing the oil
market, including: (a) the deregulation of State-administered prices over two years; (b) the
removal of import quotas by 1993; (c) permission for foreign companies to set up their
own (though restricted) marketing operations in Spain; and (d) halving the minimum
required distances between petrol stations. The legislation, once enacted, will entail the
end of a 60-year government monopoly on petrol sales.

69. Korea._ReD,.of: According to reports, the Republic of Korea plans to lower tariffs on
197 items related to minerals and energy from 8.9 per cent to an average 4.6 per cent in
1989, and then to 3.3 per cent by 1993. The current 5 per cent rate on crude oil will
continue to be applied through 1993. The basic rate of 5 per cent and temporary rate of
2 per cent for naptha will also remain in effect through 1993. Reportedly, the Governmernt
plans to lower the rates on gasoline and kerosene from the current 10 to 5 per cent in
1989. It also plans to reduce tariffs on coal from 5 to 1 per cent in 1989; the rate on coal
gas will be halved to 5 per cent.

d. Motor vehicles

70. Some improvements affecting conditions of access may be noted. On the tariff side,
Australia announced the abolition of 23-year old tariff quotas as well as immediate tariff
cuts and their subsequent phase down by 1992. New Zealand, in the context of the
expanded CERA, partly liberalized motor vehicle trade with Australia from 1 July while
Argentina and Brazil signed an agreement to promote and liberalize trade in motor cars
between them. Tariff cuts were also announced by the Republic of Korea, Malaysia and
Mauritania; Japan proposed reducing the discriminatory tax element against foreign
cars.

71. However, although the growing internationalization of the automobile industry is
marked, international trade in this sector remains characterized by the use of various
types of non-tariff measures. Voluntary export arrangements either at the official or
private industry association level largely restrain Japan's trade.
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72. Considerable discussion has also taken place both within Japan and the EEC
regarding future of certain long-standing restrictions maintained by some member
countries against Japanese cars once the EEC's single market integration target is met at
the end of 1992. Japanese automobile producers have agreed to slow down. deliveries to the
EC market and, for the first time, to accept zero growth in the Swedish market, On the
other hand, reports indicate that Japan may drop its auto-limitation to the United States
from 1989 as shipments are projected to be below the self-imposed ceiling.

73. Argentina/Brazil: For details of a new bilateral agreement designed both to
increase two-way trade in automobiles and reduce duties thereon, see Section II. Trade
between the countries so far has been marginal (IJS$ 100 million in 1986) and exclusively
in automotive parts.

74. Austr ji,: Although the Government will retain as 85 per cent its local content
target, it will replace the compounding penalty duties for non-achievement, from
1 January 1989, by a less stringent system of non-compounding penalties at the same rate
as the tariff applying to motor vehicles; the export facilitation provisions are also to be
kept, extended by five percentage points, for plan producers and component producers.
The last five per cent will be earned at a rate of 50 cents in the dollar. According to the
authorities this restores, in part, the effect of the scheme as envisaged in 1984. The
Government's decision follows a review of the Motor Vehicle Plan which has been in effect
since 1984 (for previous reference, see L/6366, paragraph 128).

75. With effect from 13 April 1988, Australia abolished tariff quotas on passenger
motor vehicles and introduced the following import tariff changes: the previous tariff of
57.5 per cent on completely built up (CBU) passenger motor vehicles was reduced to
45 per cent and will be progressively lowered to 42.5 per cent on 1 January 1989,
40 per cent on 1 January 1990, 37.5 per cent on 1 January 1991 and 35 per cent on
1 January 1992. Completely knocked down (CKD) packs and certain OE components will
now be subject to CBU import tariff rates. The import tariff on CBU light commercial
vehicles and CBU CKD 4WD vehicles (including amphibious vehicles) was reduced to
20 per cent. This tariff will be further reduced progressively to 15 per cent by 1992 as
follows: 19 per cent on 1 January 1989, 18 per cent on 1 January 1990, 17 per cent on
1 January 1991 and 15 per cent on 1 January 1992. The import tariff on CKD light
commercial arid CKD 4WD vehicle packs was reduced to 10 per cent immediately,
however, the differential with the tariff for CBU light commercial vehicles will be
maintained.

76. Australia/New Zealand: In the framework of the Australia/New Zealand Closer
Economic Relations Trade Agreement (CER), the two countries will liberalize trade in
passenger cars and parts. Import tariffs are to be abolished in respect of automobile parts
on 1 January 1989 and in respect of passenger cars on 1 January 1990. At present,
Australia exports passenger cars to New Zealand and Imports car parts from New Zealand
(see following paragraph and also L/6366, paragraph 235). Bilateral trade volume in 1986
amounted to less than US$100 million

77. EEC(Italy): By Decision C(88)689 of 15 April 1988, the EC Commission has
authorized Italy not to apply Comnunity treatment to motor vehicles for the transport of
persons falling within CN code ex 8703 originating in Japan and in free circulation in the
other member States. The Decision is applicable from 1 April until 31 December 1988.

78. EEC-Spain): The EC Commission will allow Spain to apply intra-Community
surveillance to imports of motor vehicles for the transport of persons or goods,
originating in Romania and placed in free circulation in the Community until
31 October 1988. Imports of such products are already subject to quantitative restrictions
since 1983. A similar type of authorization applies until 31 October 1988 to motor cars
originating in Japan (see L/6366, paragraph 140).
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79. Japan: According to reports in June 1988, Japanese motor manufacturers are to
limit their exports to the European Communities to 1.218 million cars and commercial
vehicles in 1988, a 3.2 per cent increase over shipments in 1987. The target for 1988
marks the lowest level of growth since the Ministry of International Trade and
Industry (MITI) began to monitor car sales to the EEC in 1986. Japanese exports to EEC
countries rose by 10.5 per cent in 1986 and 6.4 per cent last year to reach 1.17 million
vehicles. Sales of cars were up 25 per cent since 1985, while those of commercial vehicles
had fallen by 15 per cent. EEC vehicle registration statistics show that Japanese vehicle
producers took 9.8 per cent of the EEC market for cars and light commercial vehicles last
year with sales of 1.202 million units. This represented a 2.7 per cent increase in volume
but a cut in market share from 10.2 per cent in 1986 (see L/6366, paragraph 143).

80. On 28 June, details of a proposed reform of taxes concerning automobiles were
made public. The proposed changes include a reduction of the indirect tax burden on most
automobiles by abolishing the commodity tax and a switch to a flat tax on different sizes
of passenger cars from the variable commodity tax rates based on size. The rates of the
existing commodity tax on automobiles are: 23 per cent on standard passenger cars (with
engine capacity exceeding 2,000cc), 18.5 per cent on smaller cars (with an engine capacity
of 551-2,000cc), 15.5 on mini cars (with engines smaller than, or equal to 550cc), The
Japanese Government decided to impose a 6 per cent consumption tax on standard or
smaller passenger cars for the first three years from the starting date of the new tax
system. After this period, the rate is to be lowered to the normal consumption tax rate of
3 per cent. This is mainly designed to compensate for a sharp decline in tax revenues
expected from abolishing the current commodity tax.

81. However, among the nine different taxes imposed on purchasing, owning and
operating automobiles under the current Japanese tax system, the automobile tax, which
is an annual charge on the ownership of a car, also puts a considerably higher tax burden
on those cars with engine capacity over 2,000cc than on the smaller cars. (For instance,
the annual automobile tax on a car with an 1,800cc engine is V39,500, whereas the tax on a
2,500cc car rises to ¥81,500.) The European Community has frequently asked the
Japanese Government to reduce both the commodity and the automobile taxes on the
larger cars, warning that it may appeal to the GATT that the two taxes represent an unfair
burden on foreign cars (see L/6366, paragraph 134).

82. Japan/South Africa: According to reports, Japanese automakers will jointly
restrain exports to South Africa in response to requests from the Ministry of
International Trade and Industry (MITI). They would reduce shipments starting
August 1988 of both completed units and knockdown kits, from the levels of the previous
year. MM is requesting similar restraint from the consumer electronics and machinery
industries. The latest move by the auto industry, which accounts for nearly half of
Japan's exports to South Africa is expected to induce other industries to follow suit.

83. J-aan/Swtde: In view of concerns expressed by the Swedish Government over the
sudden increase of Japanese automobile imports, Japanese automobile companies have
decided to restrain their exports to Sweden. Reportedly, this is the first time that Japan
has reduced its exports to an EFTA member country. According to the statement
announcing the decision, Nissan will limit shipments for the second half of 1988 to below
15,900 units, and Toyota and Mazda will follow suit. The total for Japan's automobile
exports to Sweden will be restrained at almost the same level as last year, at about
56,000 units. According to Japanese press reports, MITI had asked Japanese automobile
manufacturers for voluntary cooperation, rather than taking systematic export restraint
measures such as monitoring. Whether or not the voluntary restraints by Japanese
companies will continue in 1989 is uncertain. (In the first six months of the year Swedish
imports of Japanese motor vehicles were 55 per cent higher than in the same period a year
earlier, following rises of 23 and 44 per cent, respectively, in 1987 and 1986).
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84. Japan/United States: The Japanose Administration plans to eliminate the
"voluntary" restrictions on motor vehicle shipments to the US market as of April 1989,
according to Japanese government sources in late June. Under the system now in force,
shipments to the United States of the products ofJapanese automobile manufacturers are
limited to an overall total of 2.3 million units a year. Japanese automobile exports to the
US market totaled 2.21 million units in the fiscal year that ended in March 1988. This
was 86,000 units below the established ceiling. In addition, shipments of motor cars to the
US market decreased by 15 per cent in April, the first month of the current fiscal year but
increased later (see also L/6366, paragraphs 144-5).

85 Korea,Rep. of: According to local report, tariffs on Imported automobiles will be
reduced. The Ministry of Finance and Tariff Readjustment Consultation Committee
finalized the import duty rates on 379 commodity items for the next five years in a
meeting on 2 August. Tariffs on automobiles will be cut by 5 percentage points to
25 per cent next year and to 10 per cent by 1993. Tariffs on passenger cars are currently
50 per cent in basic rates and 30 per cent in confessional rates; tariffs on buses and trucks
are 30 per cent. However, under the current tax structure, buyers of imported cars with
engines smaller than 2,000cc. will be required to pay 100 per cent of the car's value in
various domestic taxes next year, while buyers of bigger cars will pay 120 per cent. Largely
because of the prohibitive tax burden, the Republic of Korea imports almost no cars. In
July 1988 Korea removed its import ban on foreign cars with engines of at least 2,000cc. A
ban on imports of cars with smaller engines was lifted in April. (See also L/6366,
paragraph 146).

86. Korea. Rep, of/Japan: According to a local report in June, the "administrative
guidance" system under which the Korean Government bans imports of Japanese cars,
would continue for at least another five years from 1 April 1988. Japanese cars have been
denied access for years as they are among the items listed as "import source
diversification iteMs".

87. New Zealand/Australia: New Zealand and Australia, under the newly extended
Closer Economic Relations Agreement (CERA) which was signed in 1983, have agreed to
remove barriers to free-trade in cars and components by 1 January 1990. The agreement,
which was announced on 4 May, provides for New Zealand to eliminate its 20 per cent
tariff on Australian-assembled, or completely built up (CBU) cars in equal six-monthly
instalments from 1 July 1988. That will give New Zealand car assemblers, especially of
Japanese cars, time to improve their competitiveness in order to meet the challenge of
Australian exports. There were fears that assemblers would have to face stiff competition
from duty-free CBU Australian cars while still being subject to a 25 per cent tariff on the
completely knocked down kits from which they assemble Japanese cars. However, that
tariff was removed on 1 July 1988. On the other hand, Australia has not agreed to remove
an "export facilitation scheme" for cars, though it has said that it will identify the impact
of the scheme on New Zealand. However, an A$20 million (US$15.4 million) local
content quota on New Zealand auto-component exports is to be removed from the
beginning of 1989 and component imports from New Zealand will have local content
status from that time. New Zealand's import licences for cars will also be removed from
1 January 1989.

88. United States: For provisions in the new US Trade Bill relating to trade in
automobile parts, see Section VIII.

89. USfITOI/Japan: As a result of a final ruling by the US International Trade
Commission in May 1988 that imports of Japanese forklift trucks injure a US industry,
the US Customs Service has begun collecting anti-dumping duties ranging from
56.8 per cent to 13.65 per cent of the import price from the Japanese suppliers who are
found to be selling in the United States at unfairly low prices. The Administration had
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earlier warned that the companies risk being penalized for dumping if they do not raise
their prices to reflect the stronger yen. Japan's exports to the United States in 1987 had
amounted to 22,724 units valued at US$240.4 million. US manufacturers estimate that
Japanese sales account for more than half of the US market.

e. Electronics

90. Many governments regard the electronics sector as of key importance for their
future economic development and have taken steps to promote it, and to limit competition
from abroad. Emphasis has been placed both in the United States and the European
Communities on limiting "unfair" competition, but both what should be regarded as
"unfair" competition, and what should be done about it, remains highly controversial.
The imposition by the European Communities of provisional anti-dumping duties on
Japanese dot-matrix printers has led to charges that these were based on unfair
comparisons. Disputes have sometimes been resolved at the bilateral level by the
negotiation of "voluntary" export restraints. Twenty-three of these arrangements, of
which 20 protect the EC market or the market of one of its member States, are listed in
Annex V). The United States/Japan Agreement on Semi-Conductors has had implications
for third countries. Action taken by Japan under the Agreement affecting exports to these
countries has been judged inconsistent with its obligations under the GATT and Japan has
recently undertaken to take appropriate measures to remedy this.

91. As noted in the section on prospective developments, the two United States'
electronics associations have also been lobbying for additional trade pressure on Japan to
increase their purchase of US semi-conductors in pursuance of the 1986 US/Japan semi-
conductor pact, and for the US Commerce Department to take steps to minimize
unintended effects of the agreement on shipments of certain chips in chronic short supply.
Also, in the United States, top electronics industry executives have called on the Federal
Government to fund an "Investment Export Bank" that, in exchange for helping firms
develop exports, might receive company royalties or shares.

92. Brazil: The Brazilian President on 12 May 1988 approved implementing
regulations for legislation signed in December 1987 governing computer software
imports. Earlier in 1988, the US Trade Representative said the Administration had
decided to delay the imposition of sanctions against Brazilian exports to the United States
because of "progress" in that country's software policies (see L/6366, paragraphs 169-171).
Sanctions were also being put off pending a review of the implementing regulations,
recently signed by the Brazilian President for Brazil's software law. Reportedly, the
US Administration was still examining the regulations. According to the Brazilian
Informatics Services Corporations' Association, the new regulations permit individuals
to import single units of software for personal use, without the approval of the Special
Informatics Secretariat (SEI). But imports of other software will be prohibited if a
Brazilian equivalent already exists. Under the new regulations, the SEI will continue to
make the determination concerning "functional equivalency". The regulations also
establish strict criteria for determining whether or not a national product passes the
equivalency test, including whether it produces "essentially the same effect" as the foreign
brand. The law protecting the Brazilian computer manufacturing industry expires in
1992.

93. EEC: On 31 August 1988, the European Commission imposed provisional anti-
dumping duties ranging from 18-29.2 per cent on video-cassette recorders from Japan and
the Republic of Korea, after finding that the equipment was being sold in the EEC at
artificially low prices (see Section VI for details).

94. EEC(France): Pursuant to Article 115 of the Treaty of Rome, the European
Commission has authorized France to limit imports of Japanese television sets shipped
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through other member States to 30,000 sets until 28 February 1989. France imposes an
annual quota of 84,000 colour sets which can be imported directly from Japan.

95. According to reports the French action appears to be directed against television
receivers which are made in Europe at what are considered to be "screwdriver" plants, with
no more than the finishing touches added to an essentially Japanese product. France has
long argued that the television sets turned out by some Japanesc-owned plants in Europe
fail to qualify as European because the companies do not respect the EC criterion laying
down that 45 per cent of value must be added within the Communities.

96. EEC(France)/Korea, Rep.of, Taiwan: By Decisions dated 21 June and
12 August 1988 pursuant to Article 115 of the EEC Treaty. the European Commission
authorized France not to apply Community treatment, until 30 September 1988, to
television receivers originating in the Republic of Korea and Taiwan and in free
circulation in the other member States.

97. EEC(Italy): By Decision (88)690 of 15 April 1988, the Commission has authorized
Italy not to apply Community treatment to sewing machines falling within
CN codes 84552 10.11, 10.19, 21.00, 29.00, 40.00 and 90.00 originating in Japan and in
free circulation in the other member States. The Decision is applicable from 1 April until
30 November 1988.

98. EEC(Portuga : Following a request by Portugal invoking Article 379 of the Treaty
of Accession (safeguard clause in case of difficulties in specific industrial sectors), the
European Commission has authorized Portugal to limit its 1988 imports from member
States of refrigerators and freezers to 76,000 units. Imports of these products from third
countries are also subject to a restriction of 15,000 units. Portugal had already been
authorized to maintain restrictions on these same products in 1987. The figure of
76,000 units represents 20 per cent more than the quota for 1987 (64,000) and the figure of
15,000 units represents 20 per cent more than imports from third countries in
1987 (12,800). Portuguese authorities, injustifying their request, pointed to the danger of
a deterioration in imports and to difficulties in restructuring in this sector that employs
some 1,000 persons and includes a small number of companies.

99. Japan: In May 1988, the GATT Council adopted the report by a dispute settlement
panel that found the Japanese Government's monitoring of costs and export prices of
semi-conductors to third countries, under a 1986 US/Japan agreement on trade in semi-
conductors, to be inconsistent with GATT Article XI; likewise, delays, in the issuing of
export licenses for third country shipments that resulted from the above monitoring
system also constituted an export restriction, again contrary to Article Xl: 1. Japan
undertook to take appropriate measures to make the agreement conform with the GATT.

100. Korea, Rep,of: In June the Government called on the electronics industry to act
expeditiously and to curb sharply its exports of colour televisions and video-cassette
recorders (VCRs) to the EEC in order to reduce friction between the Republic of Korea and
the Communities. The move comes in the wake of the EEC's decision to impose
provisional anti-dumping duties on Korean-made video tape recorders. Exports ofVCRs
from Korea to the Community more than doubled in 1987 to reach 1.56 million units with
a total value of US$318 million, compared with 632,000 units (US$119 million) in 1986.
Exports of colour televisions rose to 1.48 million sets last year (US$198 million)
compared with 800,000 sets (US$91 million) in 1986. In response to previous complaints,
the Korean Electronics Industry Association (EIAK) had given an undertaking to the EEC,
in 1987, that the three big producers of electronics products would limit their 1988 exports
to 980,000 colour TV sets (including 150,000 small colour TV sets) and 830,000 VCRs.
However, during the first six months of the year, Korea exported 700,000 colour TV sets
and 660,000 VCRs. The EIAK, which closely monitors export volume, has said that it will
not issue export permits until the dispute is settled. The actions against VCR imports form
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one of eight anti-dumping suits pending against Korean companies. The others involve
microwave ovens, small-screen colour TV sets, videotapes, polyester film, polyester yarns
and oxalic and glutamic acids.

101. According to press reports, as from 1989, the Republic of Korea will reduce import
tariffs on 49 electronic products, such as colour televisions and videotape recorders; the
measure, reportedly, was taken in order to reduce its current account surplus. The average
tariff for electronic goods will fall as a result to 14 per cent in 1989 and 8 per cent by 1993,
from the current level of 21 per cent.

102. United States: On 9 August 1988, the US Administration responded to requests by
the American Electronics Association (AEA) and the Semi-conductor Industry
Association (SIA), two trade groups representing the US electronics and semi-conductor
industry, who requested modification of some practices in the implementation of the 1986
US/Japan agreement on trade in semi-conductors. Some US electronics and computer
manufacturers contend that the pact, which sets minimum prices based on the cost of
manufacture, discouraged Japanese suppliers from increasing manufacturing capacity,
thus creating artificial shortages and exorbitant prices especially for memory chips
which are used in large quantities in all computers. The Administration agreed to
consider and. to take into account, as appropriate, additional costs associated with the
start-up of commercial production in calculating the so-called foreign market value
(FMV), which is the price calculation the Commerce Department uses to determine
whether Japanese semi-conductors are being dumped in the United States. The Commerce
Department will evaluate and consider amortizing the cost of developing or expanding
existing production lines over a longer period, thus potentially lowering the price levels
that trigger anti-dumping action. The Department also agreed to consider allowing US
and Japanese firms to amortize the start-up costs of a new generation chip product, or
product expansion, over "an appropriate time period." This adjustment is intended to
encourage producers to accelerate production of new and existing chip products. The
Commerce Department has also accepted a request by the two trade groups to include US
semi-conductor users among industry sectors to be consulted before it takes anti-dumping
action.

103. United States/China. East European Countries and the Soviet Union: According to
a report, the US Commerce Department has eased restrictions on exports of lower-level
computers and computerized equipment to China, the Soviet Union and East European
Countries. The most significant changes affect China and will shorten the export-
licensing process for computers by about 50 days. The changes allow the sale of computers
able to process up to 550 million bytes per second, nearly double the computer speed
previously allowed. The move follows discussions by the 15-member Coordinating
Committee for Export Control (COCOM), which groups the United States, Its European
trade partners and Japan and lists strategic goods that cannot be sold to the designated
countries.

104. (United States(ITC)/Japan: Based on a complaint that Japanese manufacturers
were selling 3.5-inch micro-disks in the United States at dumped prices, the US
International Trade Commission found in a preliminary ruling that the dumping of the
products concerned is injuring the domestic industry (see Section VI, for details).

105. Annex V gives details of 16 export restraint-type arrangements currently in
operation in this sector. Increases in imports evoked calls for import relief by the
domestic industry in France, Italy, the United Kingdom, and the United States. Curbs on
the exports of shoes from the Republic of Korea and Taiwan were made operative in France
while the industry continued to call for the passage of pending legislation in the
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US Congress whereby non-rubber footwear imports would be held at 1987 levels (see
L/6205, paragraph 152). In September the bill was passed and sent to the President for
approval; it was subsequently vetoed.

106. EEC: In August 1988 the European Commission began to investigate the impact of a
range of low-priced Far Eastern footwear on manufacturers in Europe. The investigation
is expected to be completed by the end of the year and it will, reportedly, look into shoe
imports from Brazil, China, India and Pakistan. The Commission has already imposed
curbs on sport and leisure shoe imports into France from the Republic of Korea and
Taiwan (see next paragraphs) following the previous authorization of emergency action by
Italy against these two suppliers (see L/6366, paragraph 185).

107. EEC(France)/Taiwan. Korea Rep, of: Following complaints from the French
authorities, the European Commission has imposed restrictions on imports into France
of mainly leisure and sports footwear from the Republic of Korea and Taiwan for periods
of one-and-a-half to two years. The move to stem imports, taken to protect the French
footwear industry, comes several months after curbs were placed on similar imports into
Italy (see L/6366, paragraphs 185 and 188). The footwear types concerned fall under
Common Customs Tariff heading Numbers 64.01 to 64.05. Imports from the Republic of
Korea almost tripled from 8.0 million pairs in 1984 to 21.2 in 1987, while those from
Taiwan increased from 5.5 to 15.3 million pairs over the same period. The new quotas are
designed to balance the conflicting interests of "the harmonious development of world
trade" and the efforts of the French firms concerned to pursue their modernization efforts,
and will remain in place until 30 June 1990. In the case of Taiwan, the restrictions apply
retroactively from 1 January 1988 (see also L/6383, and L/6366, paragraphs 183-4).

IMPORT QUOTAS FOR CERTAIN FOOTWEAR INTOFRANCE
FROM THE REPUBLIC OF KOREA AND TAIWAN

Republic of Korea (1,000 pairs)

Period: 1.7 - 31.12.88 5,400
1.1 - 30.6.89 9,100
1.7.89 - 30.6.90 5,225

Taiwan

Period: 1.1 - 31.12.88 14,332
1.1 - 31.12.89 15,049
1.1 - 39.6.90 7,901

108. Imports from Taiwan are to be regulated by means of a French-managed import
authorization scheme while the Republic of Korea has agreed to set up an export
authorization system for the footwear concerned. The European Commission has made
known its intention to closely watch the overall trend in EEC footwear imports from these
countries in case it gives rise to similar problems in other member States.

109. EEC(France): By a Decision dated 11 May 1988, the Commission has authorized
France not to apply Community treatment to footwear falling within CCCN codes 6401
and parts of 6402, originating in Taiwan and in free circulation in the other member
States until 31 October 1988.
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110. EEC(Italy): By a Decision of 10 August 1988, the Commission has authorized Italy
not to apply Community treatment to footwear originating in the Republic of Korea and in
free circulation in the other member States until 31 December 1988. Direct imports of
Korean-made footwear into Italy have already been limited since February 1988 and are
subject to a Korean-initiated voluntary export restraint agreement (see L/6366,
paragraphs 185 and 188).

111. EEC(France/Yugoslavia: For a major countertrade agreement for the production
of shoes, see Section VIII.

112. EEC(United Kingdom)/Taiwan: The UK Department of Trade and Industry (DTI)
has asked the EC Commission to authorize relief from footwear imports from Taiwan.
The DTI complained that imports from Taiwan rose by 35 per cent in 1987 over the
previous year and by another 25 per cent during the first two months of this year. The
Taiwan Foreign Trade Board, which issues export licences for direct shipment to the UK
under a three-year "gentlemen's agreement", maintains that the import surge results from
trans-shipments The British Footwear Manufacturers' Federation had previously called
for imports to be restrained from Taiwan (see L/6366, paragraph 186).

113. Japan: Japan's quota for imports of leather footwear has been set for FY 1988 at
3.1 million pairs. Under the new tariff/quota system, which was agreed to in late 1985
between Japan and the United States following a settlement of a Section 301 case (see
L/6205, paragraphs 98 and 100), imports of leather footwear were allowed to increase
from the previously restricted 1 million to 2.45 million pairs (the first stage quota) during
the year to March 1987 at a tariff rate of 27 per cent (60 per cent applicable after the first
stage). The first stage quota, which has been expanded every year by 10-15 per cent, is
fixed each fiscal year on the basis of domestic demand forecasts and the domestic shoe
industry's situation.

g. Textiles

114. Among liberalizing actions, Australia rescinded certain long-standing Article XIX
actions, Canada announced its three-part tariff relief programme including immediate
duty reductions and New Zealand gave details of its plan for phasing down protection of
domestic industry by 1 July 1992. As noted in Section IX dealing with prospective
measures, the US Congress has passed a textiles bill which calls for import growth to be
restricted to 1 per cent per year. This bill has been sent to the President for approval. The
US President subsequently vetoed the proposed legislation.

115. Australia: On 27 April 1988, Australia informed the GATT of the termination of its
Article XIX actions - which involved increased duties - on certain apparel items dating
back to March 1975 and June 1976, respectively (see L/4364/Add. 1).

116. The previously announced phased removal of tariff quotas on textiles and clothing
and footwear will now be completed on 1 July 1995 instead of March 1996. Base quota
general duty rates of 60 per cent for clothing and 50 per cent for footwear were to apply in
the industry plan to commence in 1989. These rates will now be set at 55 and 45 per cent,
respectively (see also L/6366, paragraph 191). In addition, the duty rates for footwear
parts and non-quota fabrics are being reduced from 40 to 35 per cent.

117. Canada: On 6 April 1988, the Canadian delegation communicated an
announcement giving details of 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 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 (see L/6325 and L/6366.
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paragraph 192). Before proceeding with full implementation of the programme however,
the Government will seek, inter alia, the views of the new Canadian International Trade
Tribunal on the levels of future reductions in textile tariffs (the Tribunal is expected to be
formed later in 1988 from the amalgamation of the Canadian Import Tribunal, the Tariff
Board and the Textile and Clothing Board). It will be asked to recommend how Canada's
textile tariffs can best be brought into line with those of other industrialized nations,
taking into account Canada's objectives in the Uruguay Round. In this context, the
Tribunal will be asked to analyze the effect of relatively high Canadian textile tariffs on
apparel manufacturers and furniture makers and the impact that the proposed reductions
would have on the textile industry. It will also be asked to look at the relativity that
should exist in the tariff at the different levels of the manufacturing chain. In addition,
the Tribunal will be asked to make recommendations on possibilities for accelerated
reductions of textiles and apparel tariffs in the context of the Canada-United States Free
Trade Agreement.

118. EEC: In June the European Commission imposed provisional anti-dumping duties
on imports of US polyester fibres ranging from 2.5 to 6.7 per cent. The decision
announced on 17 June 1988, affects six US companies. Polyester fibre imports from
Mexico, Romania, Taiwan, Turkey and Yugoslavia have also been penalized with dumping
duties ranging from 6.3 per cent to 45.8 per cent. The Commission began its investigation
in July 1987, following a complaint by the International Rayon and Synthetic Fibre
Committee (CIRFS). CIRFS represents nine EC producers. The Commission determined
that dumping margins on US exports varied between 2.5 and 23.1 per cent compared to
10.1 to 43.6 per cent for Mexico; 6.2 to 20.4 per cent for Taiwan; 11.9 to 12.4 per cent for
Turkey; 46.7 per cent for Romania; and 24.6 per cent for Yugoslavia.

119. By various Decisions pursuant to Article 115 of the Treaty of Rome the
EC Commission has, during the reporting period, authorized certain member States not to
apply the principle of free movement of goods within the Community to the following
goods from particular exporters

France: men's and boys' bathrobes (Category 78) originating in China and
tents (Category 91) from the Republic of Korea, both until 30 September 1988;
men's and boys' outergarments from China, yarn of discontinuous or waste
synthetic fibres from Taiwan and shirts (Category 8) from Sri Lanka and
Yugoslavia until 31 October 1988; dresses (Category 26) from Thailand until
30 November 1988; shirts from Hong Kong, and various types of shirts and
pullovers from China until 31 December 1988.

Ireland: Shorts and long pants originating in Hong Kong (Category 6) until
31 October 1988: parkas, etc, (Category 21) from the Republic of Korea clothing
products (Categories 4;8;27) from India and pullovers, etc. (Category 5) from
Taiwan until 31 December 1988.

120. Finland: According to the Finnish Authorities, all the agreements concluded under
MFA III have been renewed under MFA IV. There has been some reduction in the already
limited product coverage under MFA IV and some restrictions have been liberalized.
Nevertheless, in several cases, new products have been restrained. The annual growth
rates for most categories are somewhat higher than those before, but they continue to be
below 6 per cent. In some instances, flexibility provisions have been improved over those
available under the third phase of the MFA in line with the possibilities offered by the
MFA and the Protocol of Extension. Finland has utilized the MFA provision which
allows countries with small markets to grant "low" growth rates for quotas in order to
sustain a minimum viable level of production.

121. Indonesia: According to report in July, the Trade Ministry has issued new
stipulations on the distribution of export quotas to exporters of textile products.
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According to existing regulations, the Ministry fixes the volume of textiles and textile
products that each registered textile exporter may export to the quota countries each year.
From next year, according to the Decree published on 21 June, a fine will be imposed on
exporters that cannot fulfil the quota they had been given either fully or partially.
Exporters that meet their quota by 100 per cent will be given the same quota again in the
following year. But, in addition, the Ministry will introduce a new incentive: The quota of
an exporter will be increased in the following year if, during the year under review, the
exporter succeeds in increasing its exports of textiles and textile products to non-quota
countries. The quota will also be increased if the exporter succeeds in obtaining better
prices for the items in question.

122. These stipulations are set down in the decree of the Trade Minister of 21 June.
However, during an ongoing quota year, an exporter may voluntarily transfer its quota
either fully or partially to other exporter or exporters through the Indonesian Commodity
Bourse to avoid being penalized for failing to fulfil its yearly quota due to limited ability.

123. Jamaica/United States: Jamaica and the United States have reached agreement to
extend for three years, up to 1992, a bilateral agreement governing trade in apparel
between the two countries, it was announced on 23 April 1988. Jamaica was the first
Caribbean-Basin Initiative beneficiary to sign a bilateral agreement under the so-called
"Super 807" programme. The United States has guaranteed access under bilateral
agreements with five countries in the region, all beneficiaries of the Caribbean Basin
Initiative trade and aid programme ("Super 807") which involves the negotiation of high
quotas with CBI countries for apparel assembled from fabric both formed and cut in the
United States. (Quotas are lower for imports when the fabric is not formed in the
United States). The United States also has a similar type of agreement with Costa Rica
and with the Dominican Republic (the largest garment supplier to the United States
outside Asia).

124. Korea, Rep. of/Japan: On 24 June 1988, Japan's Ministry of International Trade
and Industry (MITI) announced that the Government of the Republic of Korea had
informed MITI of its decision to implement voluntary measures on knitwear exports to
Japan since July 1988. Exporters of knitwear products will be newly required to obtain
administrative guidance from the Korean Textile Exporters Association, and the Korean
Government will monitor export prices and volumes. As the measures do not refer to the
exact level of prices or volumes under export control, the Japanese industries concerned
are reportedly willing to continue with their plans to file alleged dumping charges.
Knitwear comprised 42 per cent of all Japanese textile imports in 1987, with Korea
accounting for more than half of all imported knitwear during the period. Industry and
government sources also assert that Korean exports of outerwear, such as sweaters and
knit jackets, surged 69 per cent in 1987, following a 63 per cent climb in 1986. At the end
of July, officials of MITI and their Korean counterparts met in order to clarify the details
of the measures taken and of the difficulties with respect to their implementation.
Knitwear from China and Taiwan are among Asian suppliers said to be making serious
inroads into Japan's domestic market (see L/6366, paragraph 475).

125. New Zealand: Under the revised economic agreement CERA with Australia (see
Section II), free trade in clothing between the two countries will begin on 1 July 1992. By
the same date, New Zealand will also have phased out all textile tariffs in four stages from
65 to 46 per cent and removed licensing controls; preferences for developing countries
will be removed beginning 1 September 1989, while those for the least developed will have
their margins slightly reduced. At present only 6 per cent of New Zealand clothing comes
from overseas sources.

126. Norway: Norway has so far notified MFA Article 4 agreements with China,
Czechoslovakia, Hong Kong, Hungary, India and Poland. Norway's bilateral
MFA agreements are becoming gradually more liberal. In comparison to preceding
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agreements, the new agreements cover fewer product categories, allow higher growth rates
and include all the agreed elements of flexibility.

127. Sweden: During MFA IV, Sweden has so far notified new agreements with
Yugoslavia, the Republic of Korea and Thailand. According to report, the mandate that the
Government has drawn up for the renegotiation of individual MFA bilateral agreements
will allow successively increasing imports of textile and clothing products. Products that
require a lower level of protection will not be included in the new agreements. The new
orientation of policies is intended to give the textiles and clothing industries a protection
that is more suitably matched to its needs. However, the Government intends to reduce the
present level of protection in stages.

128. United States: In May 1988, the Committee for the Implementation of Textile
Agreements, which operates the US textile import restraint programme, called for
consultations on previously uncontrolled textiles and apparel goods imports from
Costa Rica and Thailand. If no agreement is reached between the countries concerned the
United States reserves the right to restrain imports at the following levels:

- Costa Rica: Imports of cotton and man-made fibre skirts under categories 342
and 642 held to 106,934 dozen between 27 May 1988 and 26 May 1989.

- Thailand: Imports of man-made fibre luggage under category 670-L held to
6.82 million pounds between 25 May 1988 and 24 May 1989. Imports of silk
blend and non-cotton vegetable fibre luggage under category 870 held to
5,917 million pounds between 25 May 1988 and 24 May 1989.

- Turkey: The United States has extended its unilateral measure regarding
Turkish cotton and mmf skirts (category 342/642). After subsequent
consultations in the context of their bilateral agreement, an agreed solution
was found in June 1988.

129. The United States has published a report entitled "Foreign Regulations affecting US
Textile/Apparel Exports". The document identifies the restrictions and requirements of
135 countries which may affect the United States' textile and apparel export sales. The
inventory includes regulations of foreign governments such as embargoes, quotas,
licensing requirements, prior authorization rules, and border taxes. Reference is made to
tariffs only when special tariffs are applied over and above the usual rate of duty or when
tariffs have been substantially changed. Consumer-oriented requirements of major
textile Importing countries, such as labeling requirements, flammability standards and
metrication are also indicated.
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II. Regional Developments

130. The period was noteworthy for a number of events. An agreement was signed
between Australia and New Zealand to extend existing closer economic relations to
embrace full free trade in goods and in services. The United Senate House of
Representatives and the Senate approved legislation for the US/Canada free trade
agreement, and the House of Parliament in Canada passed implementing legislation for
this agreement. Further progress has been made in the EEC's 1992 target date for creating
a single internal market. Steps have been taken to associate Colombia and Uruguay more
closely In the Brazil/Argentina drive to create a regional common market through their
Economic Co-operation Process launched in 1985 in the context of the Treaty of
Montevido.

131. Argentina/Brazil: Commercial exchanges between Brazil and Argentina are
expected to increase 50 per cent to US$1.5 billion a year within the next three years as a
result of 18 accords signed in early April 1988 by the Presidents of the two countries
under the Brazil-Argentina integration and Economic Cooperation Programme in the
context of ALADI. The two most immediately concrete commercial agreements were those
affecting the food processing and automotive industries. Within 90 days, the respective
governments will complete a list of processed food products to be traded between the two
countries free of import duties. Beginning 1989, import duties will be eliminated on up to
5,000 Brazilian-made automobiles exported to Argentina and on an equal number of
Argentine-made automobiles exported to Brazil.

132. In 1990 each of the two countries will be allowed to increase the number of
automobile exports to 10,000 and begin to include commercial vehicles. The latter will
not be allowed to exceed 10 per cent of the annual quota of either country. In addition to
automotive vehicles, Brazil and Argentina will begin exchanging replacement parts and
componentts up to a limit of 15 per cent of the value of overall vehicle sales. The limit was
set at US$150 million for 1988.

133. Argentina/Colombia: In late April, the Argentinian President and his Colombian
counterpart signed an economic complementation pact to stimulate integration between
the two countries. Within the pact are a number of specific agreements aimed at
increasing bilateral trade and industrial cooperation plus scientific and technological
cooperation. For Colombia this was the first accord of its kind; Argentina had already
signed an integration accord in the context of ALADI with Brazil, later extended to include
Uruguay. The United States has raised questions concerning the operation, scope and
time-table for the implementation of these preferential agreements signed under the aegis
of the 1980 Treaty of Montevideo (see L/6366, paragraph 231 and L/6394).

134. Australia/NewZealan: Australia and New Zealand have agreed to accelerate the
dismantling of tariff and import restrictions between the two countries, bring trade in
services within the CER Agreement, further harmonize business and competition law,
customs procedures and quarantine administration and to work towards the elimination
of technical barriers to trade. The two countries will also eliminate subsidies on exports
to each other - market development grants and the individual exporter programme in the
case of New Zealand, and bounties, market development grants and concessional export
finance in the case of Australia. The new moves were announced Jointly by the Australian
and New Zealand Prime Ministers in Australia on 18 August 1988, following completion
of the 1988 review of the CER Agreement.

135. Under the Protocol on Acceleration of Free Trade in Goods, the two countries have
agreed to bring forward the date for free trade in all goods to 1 July 1990, five years earlier
than the 1 July 1995 deadline set by the CER trade Agreement signed in 1983 (see L/6366,
paragraph 235). In addition, the application of anti-dumping measures within the single
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Australia/New Zealand market will cease from 1 July 1990, following necessary
amendments to each country's trade practices legislation. The Protocol provides for a
general review of the operation of the Agreement, including all protocols arid other
associated instruments, in 1992.

136. The Protocol on Trade in Services takes effect from 1 January 1989 arid applies to
all services except for a limited number which are listed in the Annex to the Protocol. The
Annex is due to be finalized by 31 March 1989.

137. A protocol establishing arrangements for the harmonization of the two countries'
quarantine administrative procedures was also signed by the two Prime Ministers.

138. Barbados/Trinidad and Tobago: Barbados and Trinidad and Tobago are reported
to be simultaneously removing trade barriers, paving the way for renewed free trade
between the two CARICOM countries, This follows Barbados' early May 1988
announcement that it was prepared to remove a 10 per cent stamp duty on Caribbean
Community imports on a reciprocal basis with other CARICOM member States.

139. Canada: Federal and provincial industry and trade Ministers failed, on 16 June
1988, to reach agreement on eliminating inter-provincial trade barriers within Canada.
In a joint communique the Ministers said they are committed to the need for open market
access across the country, but that the issues involved are complex and "considerable
effort and goodwill among governments" is needed to resolve them. The Canadian
Manufacturers Association, on 15 June, had previously released a report criticizing inter-
provincial trade barriers as costly for consumers and an inefficient way of doing business.
The report outlined 20 examples of provincial restrictions that cause unnecessary
expenses for business.

140. Canada/United States: On 4 August a special legislature committee approved
legislation (Bill C- 130) to implement the US/Canada free trade agreement. The Bill was
returned to the Canadian House of Commons where it was passed by a margin of 177 to 64;
it has now been transmitted to the Senate where its consideration is still at the committee
stage. In the United States on 9 August, the House of Representatives approved
legislation (HR 5090) to implement the US/Canada free trade agreement by a majority
vote 366-40. The Bill was sent to the Senate for approval: on 19 September the bill was
passed by 83 to nine votes.

141. CARICOM: The Caribbean Economic Community (CARICOM) has accepted a
compromise proposal which will give protection to some industries until 1991. The
CARICOM, made up of 13 countries, accepted the arguments of some of its smaller
members that several sectors would be harmed by the removal of tariffs and quantitative
restrictions to trade within the Community if the target date of October 1988 were
maintained (see L/6289 paragraph 128). At their annual summit in Antigua in early July,
Community leaders agreed to a list of the 23 exempted products which has not been made
public; the list will be reviewed periodically, with some sectors being opened to
competition when it is felt they are strong enough. The value of trade among the CARICOM
members declined between 1982 and 1986 but improved by 8 per cent in 1987 to reach
US$317 million. CARICOM officials have announced plans for the formation of a
Caribbean Export Bank, with a tentative start-up date in September 1988.

142. The Organization of Eastern Caribbean States (OECS):The seven member
countries of the OECS have agreed to remove all barriers to inter-island trade beginning
1 July 1988. Under the agreement, import licences for goods trade within the OECS will
no longer be required and tariffs will be eliminated. Limited exemptions have been
granted for a period of one year to protect a few industries, such as flour-making and beer
production. The seven OECS member countries - Antigua and Barbuda, Dominica,
Grenada, St. Kitts, St. Lucia, St. Vincent and the Grenadines, and the UK colony of
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Montserrat - have also discussed the formation of a unitary political federation. A
referendum on the Federation, originally scheduled for this month, has been postponed,
however, and no new date has been set for a vote. The OECS, with a combined market of
550,000 people, is a sub-regional group within the larger Caribbean Economic Community
(CARICOM).

143. EEC: On 28 June 1988 following the EEC's Hanover Summit, the EEC Council
agreed, inter alia, to examine in June 1989 the means of achieving the progressive
realization of economic and monetary union and to entrust to a committee the task of
proposing stages leading towards this. Details of the concepts that are now being
developed to guide EEC trade policy after 1992 were made public by the European
Commission in July 1988. Reportedly, there are three main strands to the emerging
concept of EEC trade policy after 1992. First, that the single market would not lead the
EEC into actions that conflict with its international obligations under the General
Agreement on Tariffs and Trade. Second, that the economic advantages of opening up the
European market should not be extended unilaterally to third country trading partners,
from whom reciprocity would be demanded in return. And third, there would be a small
hard core of areas such as motor vehicles, imports from certain East European and
developing countries, and textiles, where import restraints would have to continue. The
latter would necessarily have to be handled on a Community-wide basis after 1992,
instead of at national level as they have until now, as no national barriers to trade within
the EEC would be allowed to apply.

144. In the context of its programme towards creating a single barrier-free internal
market by 1992 (see L/6205), the Community Ministers adopted, on 22 June 1988,
directives to open public-works contracts valued at more than US$240,000 to companies
from other EEC countries. The plan involves four sectors - water, energy, transport and
telecommunications - whose purchases account for about 3 per cent of the EEC's gross
domestic product, or roughly US$100 billion annually. The European Commission
warned non-EEC countries that they would have to offer reciprocal access to their markets
to enjoy the benefits of the EEC measures. In another step toward a borderless
community, the EEC trade Ministers agreed to mutually recognize their countries'
university degrees within two years allowing all professionals to work anywhere in the
EEC beginning in 1991. The Ministers also adopted directives to harmonize trademark
legislation as well as safety rules for building materials and food additives and packaging:
to eliminate duplication of some customs formalities; and to open up major-risk
insurance to cross-border competition. The proportion of free trade proposals in the
Commission's White Paper that have been finally adopted towards creating a single
market by the 31 December 1992 deadline now represent over one-third of the total (see
L/6366, paragraph 240).

145. EEC/COMECON: The European Communities announced on 16 August that it had
formally welcomes the recent request for official diplomatic relations made by five East
European countries including the Soviet Union. In June, the ECC and the Council for
Mutual Economic Assistance (COMECON) signed a formal recognition pact, while at the
July meeting of EEC Foreign Ministers the EC's External Relations Commissioner was
authorized to widen the Community's trade talks with several East European countries to
include discussions about a potential accord with the Soviet Union. (The EEC has recently
agreed to end national quotas by individual member States on Hungary 's exports by 1995;
is renegotiating a 1990 trade and cooperation agreement with Romania, and is negotiating
an industrial trade arrangement with Czechoslovakia). Altogether, six. COMECON
countries have now requested diplomatic relations with the EEC; reportedly, Poland's
application had been received later than the others and had not yet been formally
approved by the Commission or the Council of Ministers.

146. EEC/Gulf Co-operation Council: The EEC and the Gulf Co-operation Council
(comprising Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates)
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signed a Co-operation Agreement on 15 June 1988, whereby the GCC states will be assisted
in developing their energy, industrial and farm sectors by the transfer of technology
through joint ventures and investment guarantees. A first phase commits the two sides to
grant each other most-favoured-nation status - pending the negotiation of a separate trade
agreement - and not to introduce new tariffs or trade restrictions; a second phase, to be
finalized before the year-end, will, reportedly, cover the sensitive area of petrochemicals
within the context of the afore-.nientioned trade agreement which would be aimed at the
expansion of trade between the parties (see also L/6366, paragraphs 254-255).

147. EE/Hungary: On 30 June the EEC and Hungary initialled a trade and co-
operation agreement one week after the signing of a formal recognition pact between the
Community and Council for Mutual Economic Assistance (COMECON). The agreement to
be signed in September is reportedly the most comprehensive yet negotiated between the
EEC and a country of the Eastern Trading Area covering both industry and agriculture.
The major points include the dismantling, by 1995, in three stages, of the 2,000 or so
quantitative restrictions inconsistent with the GATT maintained by individual member
States that now govern 5 per cent of Hungary's industrial and farm exports to the EEC.
The agreement also provides for a safeguard mechanism based on the Hungarian Protocol
of Accession to the GATT. Hungarian exports to the EEC rose from ECU 1.88 billion in
1986 to 1.996 billion last year while sales from the Communities fell from ECU 2.44 to
2.37 billion over the same period.

148. United States/Caribbean: Provisions in the US Trade Act, recently passed into
law, will allow Caribbean ethanol with low value added in the region, duty-free access to
the United States until the end of 1989. Two plants in the region, one in Costa Rica and the
other in Jamaica, were closed this year when the US Administration ruled that the
producers must obtain 60 per cent of their feedstock from within the region to qualify for
duty-free access. A third plant, located in Jamaica, was to be closed at the end of the year.
The act now allows preferential access for ethanol with as little as 30 per cent local value
added, while US Government agencies carry out studies on the Industry.
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III. Tariffs

149. The number of tariff measures taken by governments during the period under
review has continued to increase. The tendency towards liberalization in some countries
noticed during the past year was further re-inforced during this period. Several
contracting parties introduced comprehensive tariff reforms which resulted, or which
will result in substantial import tariff reductions. This is particularly true for Australia
which announced its programme of reforms on 25 May 1988 and Brazil, whose major
tariff reform started on 1 July 1988 and foresees an average import tariff reduction from
51 per cent to 37 per cent Colombia reduced duties for most tariff headings, India reduced
import duties in the framework of its 1988/89 budget on a range of product groups; the
Republic of Korea decided on import duty reductions in respect of many tariff positions;
Mexico continued in its anti-inflation policy by further measures designed to bring about
a weighted average import tariff of 12 per cent in 1988; Pakistan announced tariff
reductions to stimulate the export industry; while Poland cut most import charges to zero.
New Zealand continued to implement its previously-announced wholesale tariff reform
by action in the textile sector.

150. Australia: On 25 May 1988, the Australian Government announced a
comprehensive programme of micro-economic reforms which included a number of
changes to assistance for manufacturing and primary industries. A key element of the
assistance changes is a programme to reduce tariffs. The importance of this programme
stems from the broad coverage of the changes and the fact that the tariff is by far the
dominant form of industry protection used by Australia. The main features are as
follows:

- tariffs greater than 15 per cent on 1 July 1988 will be reduced in five stages
to 15 per cent by 1 July 1992;

- tariffs greater than 10 per cent but at or below 15 per cent will be phased
down to 10 per cent by 1 July 1992.;

- the 2 per cent revenue duty on imports was abolished on 1 July 1988.

There are a few exceptions to these changes. In some cases, the phasing of protection to
the maximum level of 15 per cent has already been achieved or will be achieved before
July 1992. For two industry sectors, (passenger motor vehicles, and textiles, clothing and
footwear) although protection will remain above the general maximum tariff level of
15 per cent, they will also be subject to a liberalization of their respective industry plans
(see Section 1, Motor vehicles and Textiles).

151. The Government has also decided to reduce assistance provided to a number of
agricultural industries. These are the sugar, dried vine fruits, tobacco and citrus
industries. The phase down of assistance will be in line with the reduction of tariffs on
manufactured goods. It is estimated that as a result of these changes, effective rates of
assistance for manufacturing will fall from 19 per cent in 1986/87 to 13 per cent by the
mid- 1990's. For the agricultural sector, the average effective rate of assistance will be
reduced from about 11 per cent in 1986/87 to 9 per cent also by the mid- 1990's.
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152. It was announced in June that Australia intends to abolish the embargo on imports
of sugar on 1 July 1989 and replace it with import tariffs starting at 35 per cent and
25 per cent ad valorem on imports of raw sugar and refined sugar, respectively. The tariff
is to be reduced to 15 per cent on both products by July 1992.

153. With effect from 13 April 1988, Australia abolished import tariff quotas on
passenger motor vehicles and introduced import tariff changes on these products.

154. Brazil: In May 1988 the Brazilian Government passed a series of acts, the prime
objective of which was to promote an extensive modernization of the tariff sector, to
render it less cumbersome and to make it efficient as an instrument for directing general
economic policy. According to announcement the proposed new system seeks to
streamline the administrative procedures for imports by setting out clearly defined rules.
The tariff margins would therefore reflect a greater alignment with the international
reality and more liberalized access to Brazil's market. (The current tariff system
encourages the use of locally-made products for imports that are similar to Brazilian
products; duties range from lows of around 45 to 105 per cent). These basic guidelines
would, it was hoped, permit Brazil's fuller participation in tile world economy. For the
export sector, reportedly, new measures are soon to be enacted so as to allow for greater
transparency in administrative controls through the elimination of prior approval for
almost 3,000 products. This implies a major revision of Brazil's tariff structure, the first
for over two decades. The package of measures is expected to act as a stimulus t.o a more
dynamic trade sector.

155. Brazil reduced the rate of import tariff for methyl-chloride to 30 per cent
(Resolution No. 02-1419). Until 30 June 1988 a quota of 20,000 tonnes of tallow could be
imported at a rate of duty of 10 per cent and a quota of 10,000 tones of stearin at a rate of
duty of 10 per cent (Resolution No. 05-1420). For a number of chemical products the tariff
rate was reduced until the end of 1988 if they are imported by producers of
pharmaceuticals (Resolution No. 05-1421). Raw materials used In the production of
greasing oil can be imported at a reduced rate of duty of 30 per cent until 30 June 1988
(Resolution No. 05-1422) and, until the same date, white phosphorus may be imported
duty-free if the product is imported by producers of herbicides (Resolution No. 05-1423).
Phenol (29.06.07.00) can be imported until the end of this year at a reduced rate of import
duty of 5 per cent and phenbutatene (ex 29.34.06.99) at a rate reduced to 30 per cent until
30 June 1988 (Resolution No. 05-1424 and No. 05-1425).

156. According to reports received in June 1988, Brazil reduced the import duty on
morphine (29.42.35.00) to zero for one year and that on artificial resins, plastic materials,
sheet or film of polypropylene (39.02.34.09) was reduced to 40 per cent also for one year.
The resolutions in respect of these measures were published in the Official Journal of
Brazil on 18 March 1988. Brazil also announced various measures within the framework
of its tariff reform in order to ease imports of agricultural products, steel and non-ferrous
metals. No details were available.

157. The new Brazilian customs tariff under the reform announced last March entered
into force on 1 July 1988. It abolished many of the special regimes under which import
tariff reductions were permitted. The reform foresees an average import tariff reduction
from 51 to 37 per cent; the highest rates are to be reduced from 105 to 85 per cent. Of the
11,518 goods affected by the measure governing Chapters 01 to 99, 1,387 will be subject to
tariff rates of 50 per cent. For the majority of goods the tariff rate will vary from 0 to
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40 per cent. All told, duty rates were cut by an average of 10 per cent. For about
500 products, the tariff is to be increased for a one-year period. Thus luxury cars will be
subject to a 75 per cent tariff instead of the existing 65 per cent. Temporary tariff
increases are also foreseen for a number of capital goods. However, certain import
charges, such as the tax on finance operations, for the improvement of ports, have been
abolished. Substantial reductions have been announced for certain consumer goods
which previously were subject to 105 per cent (viz television sets will pay 65 per cent,
perfumes 60 per cent, clothing 60 per cent and cloth 55 per cent tariff, as of 1 July 1989).
The tariff rates were also reduced for basic materials for the chemical industry and for
medical products if they are not; produced domestically.

158. It was reported in May that by a series of resolutions of the Customs Policy Council,
published in the Official Da Uniao of 9 March, Brazil reduced the import duty on the
following chemical elements: thonyl chloride (28.14.08.01) to zero and "Ex" cinimida
(28.58.02.99) to 5 per cent until 31 December 1988. Among organic chemicals the
following were subject to import duty reductions: zero import duty for tosyl
chloride (29.03.30.00), 0-nitroaniline (29.22.09.01), 2hydroexethyl (29.25.99.01),
aminoquuanidina (29.26.99.00), thiocarbamide (29.31.29.00), "Ex" metallic
allcoholates (29.45.02.00). For the following the import duty was reduced to 5 per cent:
styrene oxide (29.09.02.00), 5-cloro-2-nitroailine (29.22.10.01),
propanedithiol (29.31.54.00), "Ex" methylthiopionaldehyde (29.31.99.00), "Ex" al-pha-
phenylazlridine-ethanol (29.35.99.99), while for propylene carbonate and dimethyl
carbonate (29.21.23.00), 'Ex" 2-hydrazinoethanol (29.29.99.00) the import duty was
reduced to 10 per cent.

159. Cameroon: According to information received in April, Cameroon had announced
in March 1988 a series of Presidential decrees to increase certain import duties in order to
protect local production. No details were readily available.

160. It was reported in July 1988 that by Decree No. 39 of 15 January 1988, Cameroon
fixed new minimum values in respect of 52 tariff positions. These range from
CFAF 200/kg. to CFAF 3,000/kg net in respect of the following products: meat; poultry;
fish; woven silk; man-made fibres; wool; animal hair; cotton gauze; cotton fabrics;
tulle; certain types of textile fabrics; knitted and crocheted fabrics; bed linen; various
household linens and curtains. The majority of these goods are: subject to CFAF 3,000/kg.
net.

161. Canada: It was reported in July that Canada had abolished import tariffs on
microwave ovens originating in Japan, the Republic of Korea and Singapore when the
Canadian company Cancom terminated the production of these ovens. Import tariffs were
originally imposed in 1981 upon the decision that ovens of more than 0.6 cubic feet from
the three countries were sold at dumped prices.

162. Canada/United States: Softwood lumber exported to the United States from Quebec
will be subject to an export duty of 8 per cent under an agreement reached on 6 April by
Canadian and US officials. Under the terms of the agreement, the full 15 per cent export
duty negotiated by the two Governments in December 1986 will now apply only to
softwood lumber exported to the United States from Ontario, Manitoba, Saskatchewan,
and Alberta. Similar agreements had previously been reached on softwood lumber
exported from five other provinces - New Brunswick, Nova Scotia, Newfoundland, Prince
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Edward Island, and British Columbia. The export tax was imposed in exchange for the US
softwood industry's agreement to drop its countervailing duty complaint against Canada's
low stumpage fees, which, it charged, provided an unfair subsidy to Canadian exporters. A
preliminary Commerce Department ruling in October 1986 found in favour of the US
producers and imposed an interim 15 per cent countervailing duty on Canadian softwood
lumber.

163. ChIle: According to reports received in June, Chile reduced the tax on imported
dairy products from 8 to 5 per cent for a period of six months from 21 March 1988. The
surcharge of 30 per cent on imports of colour television sets, magnetoscopes, video-games,
air conditioning equipment and turbines, considered as luxury items, was also abolished.
Furthermore, the freight tax of 3 per cent of the amount of the tariff for air freight and of
5 per cent of the value of sea freight was eliminated.

164. China: As of 16 May 1988, China reduced import tariffs for 18 chemical products.
For 14 products the reduction was from 20 per cent to 6 per cent. The products include
tetrahydonaphtaline, dimethylhexandiole, M-phenoxy-benzyl-alcohol, O-
parabutyphenole, pyrocatchine, O-phthalamine and others. Reductions from 15 per cent
to 6 per cent were made effective for p-isopropaniline, 2,6-methylethyl-aniline, furan-
hydroxide, and piperidine.

165. Colobia: It was reported in September that by Decree No. 728 of 21 April 1988
Colombia established lower rates of duty for most import tariff headings and increased
rates in others, without thereby failing to comply with Colombia's commitments under
the General Agreement (L/6387).

166. Coted'Ivoitre: In the framework of its 1988 Budget, the Côte d'Ivoire has reduced the
special tax imposed on white rice (10.06.41, 10.06.42 and 10.06.49) from 20 CFAF to
5 CFAF/kg. Imports of certain chemicals for the production of chemical fertilizers, if
they are imported by producers recognized by the Ministry of Industry, are free of import
duty and taxes. Furthermore, the C6te d'Ivoire changed the import duty of goods contained
in 90 import tariff positions. No details were given in this latter case.

167. By Decrees No. 87-1278 and No. 87-1279 of 28 October 1987, the C6te d'Ivoirc added
a large number of products, ranging from tariff chapters 15 to 84, to the list of goods
subject to the added duty and, furthermore, a large number of goods included in tariff
chapters 04 to 85, to a list of goods which are subject to a, tariff surcharge.

168. Dominican Republic: By Decree No. 37-88 of 26 May 1988, the Dominican Republic
authorized, for a period of two years, duty-free imports of electric generators for
industrial, commercial and domestic use as well as solar systems, which are not
domestically fabricated, as well as the equipment necessary for their installation. The
measure was taken, reportedly, in order to overcome the country's energy crisis.

169. Ecuador: The Junta Monetaria of Ecuador has decided to increase the import
deposit requirement for goods contained in Section A of import list 1 from 20 to
60 per cent, as of 15 June 1988. The goods concerned are raw materials and semi-finished
products used by the manufacturing. industries.

170. EEC: By Council Regulations (EEC) No. 884/88 and No. 1119/88, the European
Communities had opened a tariff quota for 2,656 tonnes of carrots from 1 April to 15 May
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and 315 tonnes of aubergines from 1 October to 30 November 1988 from Cyprus, and a
tariff quota for 2,500 tonnes of onions from 1 to 15 May, from Egypt.

171. The European Economic Community published a number of Council and
Commission Regulations during the period under review which opened Community tariff'
quotas for new potatoes and fresh table grapes originating in Cyprus (Council
Regulation (EEC) No. 1378/88, O.J. L/ 128/1) for certain frozen fillets of hake (Council
Regulation (EEC) No. 1685/88, OJ. L/151/ 1), for rum, arrack and tafia originating in the
oversees countries and territories (OCT) associated with the EEC (Council Regulation (EEC)
No. 1868/88, O.J. L/ 168/4); increase of the volume of the Community tariff quota. opened
by Regulation (EEC) No. 4100/87 for a certain form of polyvinyl-pyrrolidone from 70 to
160 tonnes and increase of the volume of the Community tariff quota opened for 1988
ferro-chromium containing more than 6 per cent by weight of carbon from 210 to
390 tones (Council of the EC, General Secretariat Press release, 11 August 1988).

172. EEC(Spain): By Royal Decree No. 529/1988 of 27 May 1988, published in the
Official Journal on 1 June 1988, Spain reduced import tariffs on refrigerators and
electrodes retroactively to 1 January 1988. Affected by the measure are refrigerator-
freezer combinations of more than 250 litre contents. The tariffs for refrigerators are
reduced from 19.3 to 8.8 per cent and those from third countries from 20.8 to
13.2 per cent. For electrodes for stoves made of amorphous coal, the tariff rates were
reduced from 7.6 to 0.4 per cent and for third-country-origin electrodes from 12.2 to
2.6 per cent.

173. Gambia: In the framework of its 1988/89 budget, presented on 30 June, Gambia
reduced import tariffs on cigarettes from 115 per cent to 50 per cent, abolished the
31 per cent import duty on rice and the 15 per cent duty on China green tea, reduced duties
on vegetable oils, animal fats and other fats and oils to 20 per cent; the duty on spirits was
set at 90 per cent and that on wines and other alcoholic beverages at 40 per cent. Tariff
increases concerned the duty on lubricating oil and grease from 2.4 per cent and
0.8 per cent, respectively to 20 per cent; duties on trucks, lorries and buses were raised in
line with the taxes on non-commercial vehicles. Gambia also adopted a new national
sales tax which replaced the import tax. All excise duties were adjusted to accommodate
the sales tax. According to the Budget statement, the net effect of the measures meant that,
except on some items, there would be no change in the tax levels paid by importers.

174. Grenada: According to reports received in May 1988, one of the measures included
in Crenada's new budget was the imposition of a 10 per cent surcharge on the c.i.f. value of
all dutiable goods imported from outside the 13-member Caribbean Community and
Common Market.

175. India: In the framework of its 1988/89 budget, India has introduced important
import tariff and tax changes: the auxiliary duty was also increased from 40 to
45 per cent, effective 1 March 1988. This duty is imposed independently of the normal
import duty; exceptions are foreseen for certain types of products and rates to be applied
in such cases are 0.5 and 30 per cent.

176. It was reported in June that India had abolished import duties on imports of
medical products which are not produced domestically. For other medical products the
import duty was reduced to 40 per cent and the auxiliary duty was abolished. Previously.
tariff rates of up to 180 per cent were applied to these goods. The products concerned by
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this measure - equipment, apparatus and parts thereof in 186 tariff positions - are
contained in Chapters 84, 85, 90, 94 and 98.

177. According to reports received in July, the number of tariff items whose rates were
reduced by India in respect of hotel equipment has been increased. So far, 70 tariff
positions in this sector have been made subject to the reduced rate of 45 per cent and a zero
auxiliary customs duty. Some 49 tariff positions have now been added to this list. They
include microwave ovens, fruit juice mixers, equipment to make hamburgers, noodles etc.,
balances, quick-freeze equipment, washing machines and programmed dryers, steam
irons, double effect machines for air conditioning and office equipment, hotel safes, and
others. Furthermore, by Notification 154/86-Customs, India reduced the import duty on
machine tools, contained in tariff position 84.56-84.65, from 250 to 85 per cent and
abolished the auxiliary customs duty for these items. Furthermore, Part I of the
Notification lists 77 different machine tools whose tariff rate is now 55 per cent and not
subject to auxiliary duty of customs: Part II of the Annex contains a list of 28 various
machine tools which are subject to a tariff of 110 per cent but free of the auxiliary customs
duty.

178. It was reported in August that India had decided to abolish the export tax on coffee
in order to encourage sales of this product. The tax had already been reduced by 41 per cent
in August 1987.

179. Indonesia: Indonesia extended the import surcharge of 20 per cent on alkyl-
benzine (29.01.990 and 38.19.990) from 1 April 1988 to 31 March 1989.

180. It was reported in April that Indonesia has increased the import duty on disperse
dyes (32.05.110) from 5 per cent to 20 per cent with effect from 29 February 1988. Also,
from 29 February 1988, an import surcharge of 5 per cent was imposed on aluminium
alloys (ex 76.01.200). The income derived from the surcharge is to be applied for the
development of the domestic industry in this sector. The measure is based on Decree
No. 231/KMK.05/1988, dated 29 February 1988. Cigarette paper in different forms is also
affected by the surcharge.

181. Israel: With effect from 15 March 1988, Israel increased the agricultural import
charge for canned fish from 0.7 to 1.00 NIS per kg. that is payable in addition to an
import tariff. This was done in order to adjust the level of the import charge following
from fluctuations in the exchange rate. Imports of canned fish from certain Southeast
Asian countries (mainly Taiwan) were prohibited on a temporary basis.

182. In early May, both the European Communities and the United States made
representations to the Israeli authorities regarding the coefficient known as 'tama' used
for establishing the wholesale price on imports from which the local purchase tax is
calculated. According to EEC and US officials, the rate used for the 'tama' and certain
exemptions from the purchase tax, granted to Israeli manufacturers which produce items
based on imported materials, gives the local company an unfair advantage over importers
of competing finished goods. Among the sectors affected are steel, textiles, leather and
plastic goods. Reportedly, Israel is consulting in order to reach a globally satisfactory
agreement.

183. As of 1 July 1988, Israel imports raw materials and semi-finished materials for
the plastics industry free of duty and free of all other fiscal charges. The products
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concerned include polyethylene, polyester, PVC, polysterene, polyuretane, melamin,
polycarbonate, polyamid and others.

184. Japan: As of 1 April 1988 Japan has reduced its import tariffs to 10 per cent for
chocolate and confectionery of less than 1 kg.

185. On 29 July 1988, the Japanese Government submitted tax reform bills to the Diet
(the Japanese Parliament). The bills include provisions providing, from 1 April 1989,
that a flat late tax, varying according to alcoholic strength, will be applied equally to both
imported and domestic whisky. Under the existing system the tax on imported Scotch
whisky could be up to seven times higher than that on second-class domestic whisky.

186. On 24 June Japan and Australia signed an agreement under which Japan will
phase out beef tariff barriers over a period of three years. A similar agreement has been
signed by Japan with the United States (see Section I: Agriculture), its other major beef
supplier. The two agreements provide quotas which will apply until the three-year phase-
in period is over.

187. Korea. Rep. of: Korea announced further trade liberalizing actions. The main
contents of these measures were: (i) market-opening measures for 145 items as of
1 April 1988, thus bringing the overall liberalization ratio to 95.4 per cent; (ii) further
market-opening for the remaining import-restricted items in July 1988; (iii) abolition of
import surveillance on a number of products, as well as of import recommendation
requirements under various special laws; (iv) restructuring of the current tariff rate
system in 1988 to reduce the base rate from 20 to 8 per cent by 1993; and (v) reduction of
special excise tax rates in order to promote domestic consumption. With respect to the
restructuring of the tariff, the Korean Government announced on 22 August that it will
lower average tariff rates on 2,709 items from 18.1 to 12.7 per cent by 1989 and thereon
gradually down to 7.9 per cent by 1993.

188. More specifically, imports of products in the field of fine-mechanics and precision
instruments will have their tariffs reduced from 21.5 per cent to an average of
15.6 per cent in 1989. Watches made of precious metals will have reductions, as of
1 January 1989, from 50 per cent to 20 per cent, electronic watches and cameras from
30 per cent to 20 per cent, copying apparatus, cameras and microscopes from 20 per cent
to 15 per cent dropping further to 8 per cent by the end of the period. Toys and sports
equipment will have tariff reductions from an average of 15.2 per cent at present to
10.9 per cent next year. Twenty-three articles, including paintings, sculptures and
antiques are to be made free of duty during the next five years. Sixty-one positions in the
field of electrical goods and 49 items in electronics will be subject to reductions of
14.9 per cent and 14.1 per cent, respectively. For refrigerators, colour television sets, and
record players, the tariff rates will be 20 per cent in 1989, 16 per cent in 1990, 13 per cent
in 1991 and 8 per cent in 1993. For electronic imports, power generators, transmitters
and electric cables the rates will be reduced from 20 per cent currently to 15 per cent
in 1989, and to 13, 11, 9, and 8 per cent during the following four years. Imports of
inorganic and organic chemical products (297 commodity positions) will have tariff
reductions from their 16.7 per cent on average, at present, to 12.4 per cent on average in
1989. The rates will be lowered to 6.8 per cent in 1993. For 212 positions for leather and
textile goods, the reductions will be from an average of 19.1 per cent to 11.3 per cent in
1989 and to 6.1 per cent in 1993. For 141 commodity positions in the paper and wood
products field the reductions will be from 12.7 per cent at present to 8.4 per cent in 1989
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and 5.4 per cent in 1993. The tariffs for perfumes and soaps will fall from 30 per cent at
present to 20 per cent in 1989 and 8 per cent in 1993. For the following goods import tariff
reductions will become effective in 1989: sawn wood, leather and furs from 20 to
10 per cent; for cotton yarn, nylon, natural yarns, from 20 to 13 per cent; for cotton and
wool from 10 to 2 per cent; for raw furs and skins from 10 to 5 per cent; for books, micro
films for offset printing from 20 to 0 per cent. The import tariff for 72 household items
will be reduced from 20 per cent at present to 15 per cent in 1989 and to a further
8 per cent in 1993. In respect of mineral goods and energy producing items - a total of
197 commodity positions - the average tariffs will be reduced from 8.9 per cent at present
to 4.4 per cent in 1989 and to 3.2 per cent in 1993.

189. On 1 July Korea abolished import quotas for foreign cigarettes and reduced taxes
arid other charges on these products. The import duties on foreign wines are to be reduced
from 100 to 70 per cent in the second half of 1988 and the quota system for wine, which
made wine imports subject to domestic consumption, is to be abolished in 1990. Import
licences for wine are to be given to an additional number of domestic companies (at
present 12). However these companies will not be permitted to sell directly to the
consumers. As concerns other agricultural products, Korea agreed to open up its market
for avocados, meat extracts, vegetable juice and frozen chips. Also in July Korea
temporarily lowered import tariffs on 691 items, thus cutting the average rates on those
items to 13.66 per cent from the current 22.12 per cent. Such a move was Korea's first use
of what it calls a quota tariff system. The system is meant to lower tariff rates on
consumer goods, which account for 300 of the 691 items. These quota tariffs are effective
only for a specific period of time. Under the action, tariffs on such items as soy sauce,
chocolate, ketchup, cosmetics, perfume, handbags and luggage, will be cut to 20 per cent
from the current 30 per cent. Tariffs on consumer goods such as margarine, bread, candy
and biscuits will be cut to 15 per cent from 20 per cent, and those on spices and coconut oil
to 15 per cent from 20 per cent. The reduced tariffs will remain in effect until the end of
1988, except for 137 items including ethylene, on which they will remain in effect until
the end of June 1989. Imports of gold were also liberalized in July 1989 in an effort to
reduce the trade surplus. Beginning in 1989, Korea will reduce import tariffs for
automobiles and tractors by 5 per cent to the level of 25 per cent. The tariffs for motor
cycles are also to be reduced from 50 to 20 per cent in 1989, together with tariffs on a
variety of steel products, which will be reduced from an average of 13.6 per cent to
9.5 per cent. They will then be reduced further to an average of 6.9 per cent by 1993. The
new tariff levels, which affect 139 items, are the result of recommendations made by the
Korea Iron and Steel Association to the Government.

190. Madagascar: It was reported in April that, at the beginning of January 1988,
Madagascar had reduced the number of tariff rates it had been applying. The minimum
rate is now 10 per cent and the maximum rate 80 per cent. Certain goods, mostly essential
items and goods imported under the Investment Code, are now to be subject to a minimum
rate of 5 per cent.

191. Malaysia: As of 31 March 1988 Malaysia reduced import duties for certain parts of
gasoline engines (tariff position HS-8409.91 300) from 35 per cent of their c.i.f. value to
5 per cent.

192. Mauritania: In the framework of its 1988 Budget, Mauritania reduced import
tariffs on about 700 products. Publications, periodicals and newspapers are now totally
exempted; tariffs on motor vehicles were reduced by 10 per cent.
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193. Mexico: By a Decree published in the Official Journal of 2 May 1988, the Mexican
Authorities reduced Import tariffs in respect of all products or a part of the products
contained in the following tariff positions: 0102, 0103, 0201, 0202, 0203, 0204, 0206,
3902,4405, 4415,4418,4801,4803,4804,4805,4807,4808,4810,4811,4812,4813, 4814,
4815, 4816, 4818, 4820,4821, 7009. The products include live animals, meat,
polymerisation products, sawn wood, plywood, paper, paperboard and certain articles of
paper, and mirrors.

194. MoroccoBy Decree No. 224-88 of 21 January 1988 and Decree No. 78-88 of
12 February 1988, Morocco changed the import duties in respect of goods contained in
tariff numbers 73.12, 73.13, 48.07. Most of the changes were tariff increases. The goods
are hoop and strips of iron or steel, sheets and plates of iron and steel, paper and
paperboard.

195. As of 6 June 1988, Morocco has reduced Import duties for a number of products (old
rates in brackets): advertising films - 2.5 per cent (32.5); polyethylene in different forms -
17.5 per cent (22.5); polypropylene in different forms - 7.5 per cent (22.5);
polyvinylchlorid In different forms - 35 per cent (45). The tariff reductions are based on
decrees No. 518/88, 655/88 and 656/88, published in the Official Journal on 18 May 1988.

196. Further reports in July indicated that, by Decree No. 439/88 of 24 March 1988,
Morocco had again reduced import duties as follows (old rates in brackets): certain
magnetic tapes (tariff no. ex 92.12) - 2.5 per cent (45); video cassettes (ex 92.12) -
15 per cent (45); video cassette cases (ex 92.13) - 15 per cent (40). By Decree No. 463/88 of
24 March 1988 the import tariffs and taxes for air planes for agricultural use and spare
parts (88.02 and 88.03) were temporarily reduced to zero.

197. New Zealand: In the framework of its major tariff reform (see
L/6366, paragraph 306) New Zealand abolished import tariffs for 117 tariff positions in
textiles as of 1 July 1988. From the same day those tariff positions, other than the ones
above, with rates of more than 30 per cent will be reduced to 30 per cent over a three-year
period until 1 July 1991. If the tariff rate is 30 per cent or less it will be reduced in the
framework of the tariff reform in five steps until 1 July 1992. In the case of preferential
tariffs for developing countries the reduction will be 80 per cent of the normal rate for
textiles. As of 1 July 1989 all specific tariff rates, which exist side by side with the
ad valorem rates, will be abolished and incorporated in the ad valorem rates.

198. Pakistan: On 30 June 1988, Pakistan announced new import liberalization
measures. In order to stimulate the export industry, tariffs on raw materials and
machines were reduced. Certain types of machines for the production of shoes, textiles,
leather goods, sports articles, medical instruments and jewellery can be imported free of
duty if they are not produced in Pakistan and if the export company in question buys at
least 70 per cent of its raw materials in Pakistan. A National Tariff Commission was set
up in order to arrange measures to assist ailing industries.

199. Peru: Supreme Decree No. 049-AG-88 of Peru permits imports of machines and
other equipment for the sugar industry free of duties and other charges until 1990. The
funds to be used to finance the imports must come from a special fund to assist the ailing
sugar industry.
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200. Poland: As of 1 June, Poland reduced to zero the Import charges for most imports.
The measure is to remain in force until the end of 1988 in order to fill the gaps in the
supply of goods for the domestic market. Import tariffs remained in force for motor
vehicles and certain electronic goods. The tariffs for spare parts for motor vehicles were
cut by 50 per cent.

201. The Polish authorities have suspended customs duties on a number of consumer
durables imported by private persons from the beginning ofJune 1988.

202. Sierra Leone: As of 1 April 1988, Sierra Leone imposed an import surcharge of 15
per cent of the c.I.f. value on imports of all goods. The rcharge is applied in addition to
the import tariff, the import entry fee, and the import licence fee.

203, South Africa: The South African Finance Minister announced on 12 August new
import duties, tighter hire purchase conditions and foreign exchange restrictions, in a
package designed to cut imports and defend the country's balance of payments.
South Africa had introduced an import surcharge of 10 per cent on about a quarter of its
imports in September 1985 as part of a package accompanying the partial moratorium on
servicing US$14 billion of its then US$24 billion foreign debt. From 12 August 1988 this
was superseded by a schedule of duties ranging from zero to 60 per cent. Zero-rated
imports include commodities serving as inputs to the agricultural and manufacturing
industries, while capital goods are rated at 20 per cent. A 100 per cent import duty on
fully assembled cars, mainly luxury models, was raised to 110 per cent.

204. In August South Africa notified its temporary amendment of the import surcharge
of 10 per cent to rates varying between 10 and 60 per cent. The measure is due to the
further deterioration in South Africa's terms of trade, and in order to safeguard its
already depleted monetary reserves (L/5898 and Add. 1). Imports subject to the 10 per cent
surcharge include flour, margarine, sugar, pharmaceutical products, medicaments,
toothpaste, paints, filming material for photographic purposes, plastics, plastic pipes,
tyres and tubes for automobiles, yams, window glass, wiring, metal tubes, tools, writing
materials and typewriters. An import surcharge of 15 per cent is imposed on fresh and
chilled fish, milk products, eggs, honey, fresh and dried vegetables, fruits, coffee, tea and
spices. Durable consumer goods are subject to a 20 per cent surcharge. These include
sports equipment, refrigerators, cutlery, furniture, shoes and clothing, trucks, motor
bikes, air planes, ships and boats, earth moving machines, computers and office
equipment. If these products are investment goods used by enterprises, then the Board of
Trade and Industry may decide to refund the surcharge. A 60 per cent surcharge has also
been imposed on certain food stuffs such as salmon, trout, canned fish and meat products,
chocolate, cakes, ice creams, mineral water, alcoholic beverages, beer, cigarettes, cigars,
tobacco, perfumes and cosmetic products, handbags, certain silk products, carpets,
ceramic products, glass products, lead crystal, goods made of precious metals, electric and
electronic equipment of the audio-video sector, optical elements and antiques. Machines
and equipment used in agriculture are excluded from the import surcharge.

205. Sweden: As of 25 March 1988, Sweden modified the agricultural tax imposed on
imports of cheese as follows: melted cheese, Skr 0.85/kg.; soft cheese, Skr 0.65/kg.; other
cheeses, Skr 1.00 /kg. A further modification raised the gross weight tax as of 1 July 1988
as follows: melted cheese - Skr 14.05/kg; soft cheese - Skr 0.15/kg; other cheeses -
Skr 13.60/kg.
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206. As of 6 April 1988, Sweden fixed the tax on imported wine and other alcoholic
beverages (more than 22 per cent alcohol) as follows: liqueurs and spirits - Skr 1.17/litre
plus 60 per cent of the retail price (VAT not included); wines - between 15 degrees and
22 degrees Skr 17.5/litre plus 30 per cent of the retail price (VAT not included); wines
between 7 degrees and 15 degrees Skr 7/litre plus 30 per cent of the retail price (VAT not
included; wines less than 7 degrees Skr 9.5.

207. Thailand: With effect from 15 June 1988, Thailand lowered import tariffs on steel
bars, rods and billets used by the building industry. The new rates are an ad valorem rate
of 15 per cent or 0.45 Baht/kg. for steel bar and rod and 10 per cent for steel billet. The
measure is to remain in force until 31 December 1988. The previously announced
cancellation of import controls for steel bar and rod is for an unlimited period.

208. Tunisia: By a decree of 13 February, published in the Official Journal of
1 March 1988, Tunisia made imports of investment goods that are not being
manufactured locally subject to the reduced tariff rate of 15 per cent. It was reported in
June that, in the framework of the 1988 budget law, these rates were increased from 15 to
22 per cent.

209. By Decree No. 88-731 of 7 April 1988, Tunisia exempted trucks and pick-ups for
agricultural purposes, and passenger cars for use as taxis, imported for assembly in
Tunisia, from payment of the production tax until 31 December 1988. By Decree No. 88-
829 of 21 April 1988, imports of medicines for human and animal consumption were also
exempted from the production tax for the whole of 1988.

210. United States/Trade Bill: The newly passed US Trade Bill provides for the
implementation of the Harmonized System Tariff Schedule as of 1 January 1989 (see
Section VIII).

211. United States/Romania: Following bilateral trade talks between the United States
and Romania on 30 and 31 March to explore action required after Romania's
renunciation of m.f.n. status under the Jackson-Vanik amendment, the m.f.n. provisions
of the US trade agreement with Romania were suspended on 3 June 1988. The remainder
of the agreement, however, will remain in force as the basis for continuing economic and
commercial relations between the two countries.

212. Yugoslavia: By a Decision of March 1988, published in the Official Gazette of the
SFRY, No. 24/88, Yugoslavia reduced the list of products which are subject to the special
charge payable on imports of certain agricultural and foodstuff products by excluding
sheep's or lambs' wool, not carded or combed; cotton, not carded or combed. The special
charge is still applied on goods listed under more than 50 tariff positions.

213. The Yugoslav Authorities published in the Official Gazette of the SFRY No. 43/88
the following tariff items that have now been placed in the category of liberalized imports:
4104.109; 4104.219; 4104.229; 4104.31; 4104.339; 4105.119; 4105.129; 4105.199;
4105.20; 4106.119; 4106.129; 4106.199; 4106.20; 4107.109; 4107.21; 4107.29; 4i07.290;
4108.00; 4109.199; 4302.11; 4302.12; 43020.13; 4301.19; 4302.20; 4302.30. The
products falling under the above tariff lines had been subject to conditionally-free import
regimes (LBO) prior to the present Decision which entered into force on 27 July 1988 (see
L/6385).
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IV. GeneralizedSystemofPreference

214. Some changes were reported during this period in respect of national GSP schemes:
Austria added Hungary to its list of preference receiving countries; the EEC Commission
proposed halving the number of duty-free quotas accorded to the Republic of Korea for five
products (which currently remains suspended from enjoying GSP benefits, see L/6366,
paragraph 334), and it further proposed increasing the overall tariff preferences by
9 per cent to ECU 25 million duty-free in 1989.

215. Austria: In a communication dated 25 April 1988, the Austrian authorities
announced that, with effect from 1 July 1988, Hungary will be added to the list of
beneficiary countries under the Austrian Scheme of Generalized Preferences (see
L/4108/Add.31).

216. Canada: Canada removed certain types of scissors from the list of goods contained
in its scheme under the GSP for a period of three years. As of 1 July 1988, scissors
originating from Brazil with a length of 150 mm. or more are subject to the m.f.n. tariff
rate of 17.5 per cent. Smaller scissors and so-called cushioned-handled scissors are not
affected by the measure. According to reports, the measure was introduced for a limited
period in order to improve the competitiveness of Canada's only producer of these types of
scissors.

217. EEC: The EC Commission proposed, on 22 June 1988, to increase the tariff
preferences for developing countries by 9 per cent in 1989. If the proposal is accepted by
the Council of Ministers, developing countries can export to the European Communities
goods valued at 25 billion ECU duty free, or subject to substantially reduced import tariffs.
These tariff preferences are in addition to the preferences granted to the 66 ACP countries.

218. The EC Commission has proposed that the EEC should maintain its suspension of
the Republic of Korea from its GSP scheme. The Commission said the suspension should
remain in place as long as Korea "continues its discrimination against European
concerns". The Commission made the proposal on Korea in its draft GSP arrangement for
1989, which also tightens the conditions under which Korean exports can enter the EEC
once the suspension is lifted. The Commission proposed cutting by half, in 1989, duty-free
import quotas given to Korea for five products: jewelry, videotape recorders, colour
television sets, computers and audio equipment. In addition, it proposed that some other
exports from the Republic of Korea, including pianos and iron cables, should be excluded
from the GSP.

219. Japan: In a communication dated 3 June 1988, Japan provided data on imports
from developing countries and territories, beneficiaries of its GSP scheme in the 1986/87
fiscal year, starting 1 April 1986. Preferential imports during that period amounted to
US$6,830 million (see L/453 1/Add. 17).

220. New Zealand: In a communication dated 19 May 1988, New Zealand provided data
on imports of New Zealand from individual beneficiaries of its GSP scheme in the years
1985/86 and 1986/87. Total imports under the scheme in 1985/86 amounted to
NZ$930 million and in 1986/87 to NZ$1,105 million (see L/4366/Add.20).

221. United States:The US Trade Representative's Office (USTR) announced in July that
it has accepted five petitions for review that would remove products eligible to receive
duty-free treatment under the GSP (the painkiller Ibuprofen; hexamethylenetetramine;
iron or steel pipe and tube fittings; silicon; hydrometers, barometers, and liquid-filled
thermometers for clinical uses). USTR accepted the petitions as part of its annual review
of the GSP programme. It also accepted twelve petitions requesting that products be added
to the programme and eleven petitions requesting competitive need waivers.
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222. In August the USTR announced that the United States will review the duty-free
status of six countries because of their alleged worker rights records during the 1988
annual review of the generalized system of preferences. The six countries are Burma,
Haiti, Israel, Liberia, Malaysia, and Syria. In addition, a 1987 worker rights petition on
the Central African Republic has been accepted. USTR will also investigate the practices
of Venezuela, which allegedly expropriated US property in that country. In 1986, the
United States had removed Nicaragua and Romania from the programme and suspended
Paraguay, all as a result of their worker rights records. In 1987, the United States
suspended Chile from the programme on the same grounds.

223. Global Systemof Trade references (GSTP): Sixty-two developing countries, at the
meeting held in Belgrade from 6 to 13 April 1988, adopted the Agreement on the GSTP and
opened it for signature. The Agreement, which established a global framework of rules
based on the principles of reciprocity and preferential treatment, provides for
arrangements for the exchange of concessions on tariff, para-tariff and non-tariff
measures covering all types of products, for direct trade measures including medium- and
long-term contracts, and for sectoral agreements. Attached to the Agreement are the
preferential tariff concessions that the participants have agreed to extend to each other.
The Agreement also contains provisions enabling concrete preferential measures to be
taken for the least-developed countries. In the course of the first round of negotiations
within the GSTP, which was launched in Brasilia in May 1986 and concluded in Belgrade,
48 countries exchanged bilateral concessions. These concessions will be extended to all
the participants in the Agreement, upon entry into force thirty days after 15 States - which
have exchanged concessions - have deposited their instruments of definitive signature,
ratification, acceptance or approval. On 13 April, two countries signed definitively,
becoming the first to complete the ratification procedure (see also L/6366, paragraph 347).
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V. QnantitativeRestrictions and Other Non-Tariff Measures

224. During the period under consideration, the number of changes in quantitative
restrictions and other non-tariff measures noted by the secretariat was larger than the
number registered during the last period. A number of favourable developments occurred.
Brazil announced wide-ranging measures to open up the domestic market, India added a
large number of goods to its Open General Licence Scheme, Japan agreed to phase out
import quotas on certain food products, the Republic of Korea reportedly lifted a three-
year ban on imports of beef and announced further liberalization of imports of certain
metal products, Machinery, electronic and electrical goods, Pakistan abolished the
restricted and negative list of import products, New Zealand announced the gradual
abolition of its import licensing system and Yugoslavia took the decision to remove
import controls from 40 per cent of its imports.

225. Benin: Under Circular Letter No. 052/MCAT/DGM/DCI of 30 March 1988, all
imports of motor vehicles into Benin were made subject to the requirement of prior
authorization by the Foreign Trade Department of the Ministry of Trade, Crafts and
Tourism. Apart from the aforegoing, Benin introduced measures for the liberalization of
wheat flour imports.

226. According to information received in August, Benin adopted, on 4 April 1988,
Decree No. 88-128 for the protection of local industry. The objective of the Decree is to
regulate imports of products similar to those manufactured by domestic industry taking
into account the market situation. The Decree is seen as an instrument for selective
protection.

227. By Ministerial Decree No. 63/MCAT/MDRAC/OGM/DCE of 22 December 1987,
Benin lifted the temporary import prohibition for potatoes. Importers require a visa of
control from the Société Nationale pour la Promotion Agricole before they can deposit
their import permits for potatoes at the Directorate for Foreign Trade. By Decree
No. 055/MCAT/DGM/DCE/SRE of 11 April 1988, imports of potatoes were again
prohibited by Benin and importers and distributors were required to obtain their supplies
at the Société Nationale pour la Promotion Agricole.

228. Brazil: The President of Brazil, signed on 19 May 1988, a series of decrees designed
to open Brazil's internal market to increased imports and foreign investment, as well as to
encourage growth in the nation's export sector. In a parallel move, the Brazilian
government also liberalized the import of single copies of US computer programmes for
personal use, which could help resolve a long-standing dispute with the United States (see
L/6366, paragraphs 169-171). The software imports will be permitted even if Brazilian
software makers produce a "functional equivalent" of the US product. The decrees also
establish new investment incentives for industry and open the door to foreign investors;
eliminate special import limitations; and end controls on the export of 3,000 products.
Under previous Brazilian law, prior authorization requirement will be retained only for
arms, drugs, historic relics, radioactive materials, and products, such as coffee and sugar,
which are subject to controls under international commodity agreements.

229. The National Council for External Trade (CONCEX) of Brazil announced, on 5 May,
the liberalization of import regimes for certain agricultural products (rice, soya, maize
and cotton). In order to avoid dumping on the Brazilian market, a system of safeguards is
to be set up. CONCEX also announced the liberalization of imports of metallurgical
products, machinery and equipment. Under the new measures, procedures for imports of
metal products by the steel industry will be eased, with individual companies now having
only to report their needs to the industry's umbrella body, CONSIDER, at the beginning of
the year. Until now, the rules have required each company to agree its quota requirements
with both CONSIDER and CACEX. These products may be imported with immediate effect
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without prior permission from either CACEX or CONSIDER. A forecast for imports for the
year, which companies will be obliged to take into account, will be prepared by CONSIDER;
import levels will be analysed on a quarterly basis in order to determine whether further
action is necessary. Brazil has also lifted the ceiling on the amount of goods that may be
imported without longer-term financing arrangements from US$100,000 to US$300,000,
with bigger quantities subject to less rigorous credit requirements.

230. Cameroon: By Decision No 87/MINCI/DCE of 16 March 1988, Cameroon published
its general trade programme for 1988. The import programme is structured as follows:

- sensitive products whose import is only permitted under very restrictive
conditions;

- products whose import is subjected to a "system of pairs". In such cases, the
importers have to justify imports by showing that they had sales of similar
products produced domestically;

- imports subject to prior import authorization (the authorization is tied to
fluctuations of the domestic market);

- liberalized products, which are subject to a prior import licence from
amounts of FF 10,000, C and F.

Furthermore, the following products are subject to import prohibition: colza oil (15.07.19
and 15.07.29), second-hand goods (clothing) 63.05), Ibero oil, McRay whisky, military
uniforms.

231. Côte d'Ivoire: By Decree No. 88-219 of 2 March 1988, the Côte d'Ivoire has created a
commission charged to follow import developments, to examine import demands when
addressed for approval to the Ministry of Commerce. The list of products which are
subject to this arrangement includes goods contained in chapters 39 to 64.

232. Dominican Republic: By a Decree of 29 April 1988, the Domincan Republic has
prohibited for a period of one year imports of non-essential products. The items are listed
under 20 tariff positions ranging from chapters 58 to 87. They include carpets and
tapestry, certain types of linen, tableware, glassware, jewellery, lamps, electric
appliances, radio-telegraphic and telephonic transmission, reception apparatus and
motor vehicles.

233. EEC: In the context of Regulation (EEC) No. 228/82 the European Commission
instituted a system of import authorizations applicable to imports into Italy and France
of footwear originating In the Republic of Korea within agreed quantitative limits. The
measures are to remain in force until 30 June 1990 and provision was made for phased
easing of the limitations. The measures were published in the Official Journal of the
European Communities: as regards Italy, Regulation (EEC) No. 561/88, O.J. L/54 of 1
March 1988, and as regards France, Regulation (EEC) No. 1857/88, O.J. L/66 of
1 July 1988 (see Section 1: Footwear).

234. Furthermore, the European Communities authorized Italy in addition to France,
the United Kingdom and Greece to apply intra-Community surveillance to imports of
bananas originating in third countries and put into free circulation in other member
States (Commission Decision of 30 June 1988, O.J. L/208/30), authorized Spain to apply
intra-Community surveillance to imports of certain kinds of slide fasteners originating
in Taiwan (Commission Decision of 30 June 1988, O.J. L/208/32), established ceilings and
Community surveillance for imports of certain products originating in African,
Caribbean and Pacific states or in the overseas countries and territories (Commission
Regulation (EEC) No. 1862/88, O.J. L/166/20), instituted a system for the authorization of
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imports into France of footwear originating in the Republic of Korea or Taiwan
(Commission Regulation (EEC) No. 1857/88, O.J. L/ 166/6), temporarily suspended the
autonomous Common Customs Tariff duties on a number of agricultural products (certain
types of fish, mushrooms, beans, dates, rose-hips etc.) Council Regulation (EEC)
No. 1686/88, O.J. L/151/3).

235. EEC(France): According to a publication in the Official Journal of 7 April 1988,
France removed the import licence requirement for the following imports: Tariff
No. 31.02.10 (urea) from Albania, Germany, D.R., Soviet Union, Czechoslovakia;
No. 31.02.21.00 and 31.02.29 (other mineral and chemical nitrogenous fertilizers) from
Albania, Bulgaria, Hungary, Poland, Romania, Germany, D.R., Czechoslovakia and
Soviet Union; Nos. 31.02.30; 31.02.40; 31.02.50.90; 31.02.60.00; 31.02.70.00;
31.02.80.00; 31.02.90.00 (other mineral or chemical nitrogenous fertilizers) from
Albania. With this liberalization, quotas in respect to these products were also opened for
Bulgaria, Hungary, Poland, Romania and Germany, D.R. However, imports of urea
(31.02, 10) from Hungary, Poland and Romania have been suspended.

236. Based on the provisions of Article 115 of the Treaty of the EEC, the automatic issue
of import licences for the Common Market can be suspended by France for television sets
originating in the Republic of Korea until 30 September 1988.

237. EEC(Spain): The European Communities authorized Spain, pursuant to Article
115, to exclude temporarily from Community treatment sewing machines, CN-Code
8452 29 00, originating in the Republic of Korea and Japan, which are in free circulation
in the other member States. The measure is to remain in force during the period June to
December 1988.

238. Egypt:It was reported in May that Egypt had liberalized imports of colour
photography machines subject to the prior authorization and registration with the
Ministry of the Interior. The following goods were added to the list of products which can
be imported with the permission of certain Ministries: X-ray machines, closed radio-
active isotopes, nuclear reactors as well as their parts and equipment.

239. By Decision No. 168/1988, Egypt made imports of filters for certain types of motors
and combustion engines subject to the issuance of an import permit by the Ministry of
Industry.

240. India: India further liberalized its import policy by permitting imports of an
additional 745 products under Open General Licence. The goods are 209 types of apparatus
and equipment for medical treatment, 108 medicaments, and 99 types of machines and
tyres for trucks and buses.

241. Japan: For the Japanese decision regarding the phase out of import quotas on
several categories of processed foods by April 1990 - a decision which stems from Japan's
acceptance of a GATT panel ruling that Japan's quotas on 11 categories of food products
violate GATT rules - see Section 1: Agriculture and L/6366, paragraph 80.

242. Korea,Rep.of: In April 1988, the Republic of Korea announced a further
liberalization of imports for 262 items. The products affected included steel bars and rods,
drills, motor-cycle and marine engines, weighing machinery, sewing machines, machine
tools, digital processing units, electricity generating equipment, record players, video
recorders, cars and automotive parts. On 26 July 1988, Korea further agreed to lift its
three-year ban on imports of beef and established a quota for 1988 at 14,500 tonnes. The
quota included 3,000 tonnes of high-quality beef intended for tourist hotels during the
Seoul Olympics and the remaining 11,500 tonnes of high-quality and ordinary-grade beef
were intended for general public consumption.
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243. New Zealand: According to the authorities, New Zealand will, as of 1 July 1988,
gradually abolish its import licensing system. Principally, all goods which are not
subject to an industry development plan or to special arrangements can be imported
without import licence from this date. The new measure affects 50 per cent of the goods
previously regulated by import controls. Products which are subject to an industry
development plan will be liberalized gradually until the target date of 1 July 1992. No
dates for liberalization have been set, so far, for shoes, wheat flour, clothing items and
second-hand ships.

244. Niger: On 8 March Niger published Decree No. 05/MCT/A/DGE in the Bulletin of the
Chamber of Commerce and Industry of Niamey listing the products which can be imported
only with an import licence and those products whose import is prohibited.

245. Pakistan: On 30 June 1988 Pakistan announced, in the framework of its new
budget, new measures intended to liberalize its import system. The restricted and negative
list of products was abolished, thus enabling traders to conduct their import business on
the basis of letters of credit with banks and, since there are no more restrictions on
imports of raw materials, the Raw Materials Replenishment Scheme has become
superfluous. Import licences are to be issued within 24 hours. An important element of
Pakistan's new trade programme is the emphasis on barter and countertrade agreements
with East European countries.

246. Pakistan has liberalized its policy on cotton exports in order to cope with a record
crop. The private sector is to be allowed, for the first time, to compete in cotton exports
with the state-run Cotton Export Corporation. According to report, the private sector may
now procure cotton directly for export; although it has been allowed to export cotton since
September 1987, this has been restricted to purchases from the stocks of the Cotton Export
Corporation.

247. Pakistan plans to remove all restrictions on private sector exports of rice.
Previously, the private sector was allowed to participate in this trade only on certain
conditions. However, as of July, it will be able to operate freely in the rice trade of the
country.

248. Poland: On the basis of the authorization of the Customs Law (1985), the Minister
for Foreign Economic Relations issued Regulation No. 10 of 1 April 1988 on the
principles, procedures and organizational entities authorized to issue import and export
licenses in foreign trade. The Regulation established a uniform import licensing system
which covered all goods irrespective of their category and country of origin. According to
the new system, licences may be of general or individual nature. The introduction of the
general licences system, which covers over 80 per cent of foreign trade transactions, has
simplified the previously existing procedures with respect to individual licences only.

249. Togo: By Decree No. 011/MCT/DCE of 23 November, chicken Imports into Togo
were made subject to the following measures: imports of live or conditioned chickens
remain prohibited: imports of frozen chicken and chicken parts have become subject to a
requirement whereby 10 per cent of the c.i.f. value of the planned imports must be
purchased from local producers. Import licences are issued only when proof has been
presented that the local procurement requirement has been fulfilled.

250. By a Decree dated 8 June 1988, Togo made imports of second-hand motor vehicles
subject to an import authorization by the Mintster of Trade and prohibited imports of
second-hand tyres and tubes. Only vehicles whose technical condition was testified as
excellent - by an expert in Togo - may receive a circulation permit.

251. Turkey: By Notice No. 88/11, published in the Official Turkish Gazette on
22 June 1988, the following goods are subject to an export licence: Tariff No. 84.18 only
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centrifuges; No. 85.01: electric generators, electric motors, electric transformers:
No. 85.18: electric condensators; No. 85.21: electronic tubes.

252. Yugoslavia: The Draft Resolution on the Implementation of the Social Plan of
Yugoslavia for 1986-1990 envisages for 1988 the reduction of the share of commodities
classified under restrictive schemes (quotas and licences) and an increase in the number
of commodities classified under the free or conditionally free import schemes. On
28 May 1988, a Decision amending the Decision on classifying commodities into different
import and export categories, which details the import liberalization schedule, entered
into force. As a result, the free imports category has been expanded to account for
40 per cent of total imports as compared to 15 per cent previously; imports under the
licence scheme now account for only 1 per cent of total imports, while imports under the
quota scheme will represent less than 25 per cent of total imports. The value of imports
now classified under restrictive import categories accounts for 26 per cent of total
imports, in comparison with 51 per cent in 1987. A further liberalization of imports is
foreseen for the end of 1988 so as to boost the free import category to 50 per cent of the
total value of imports, The Government's Decision - which was accompanied by a dinar
devaluation of an average 23.9 per cent against a basket of currencies - has meant that the
target ratio of liberalization of imports predicted for 1990 should be reached in
December 1988 (see L/6372).

253. Zambia: It was reported in May that Zambia had introduced new regulations
which require that any product imported into the country cannot be sold unless its price
has received the approval of the Prices and Incomes Commission.
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V. Government Aids, Subsidis. Anti-Dumping and Countervailing Actions

a. Government Aids/Subsidies

254. Trade tensions caused by subsidies and other forms of government aid considered
by some to have the effect of a subsidy, continued to increase during the period under
review despite the fact that governments of developed countries have begun to recognize
the need for reducing the financial burden represented by subsidies. Discussions in this
area include a United States proposal for the elimination of all domestic farm support
programmes for agriculture by the year 2000. The debate has also focused on the
feasibility of limiting the extent of domestic farm support as measured by the so called
Producer Subsidy Equivalent. Among conflicts relating to subsidies in the agricultural
sector are a US complaint against EC subsidies to the oilseeds sector, and Brazil's
challenging US soybean oil subsidies granted under the Export Enhancement Programme.
The United States and Mexico have extended their agreement regarding export subsidies
for a further three years until the end of 1991.

255. Six notifications on subsidies, pursuant to Article XVI: 1, have been received by the
secretariat during the period under review. The information supplied referred, in most
cases, to agricultural subsidies and export promotion schemes. Yugoslavia provided
information relating to: (i) drawbacks of customs duties and freight and other charges;
(ii) special incentives for exports of agricultural products and foodstuffs; and (iii) export
credit refinancing. Austria notified information relating to subsidies for the dairy
products and meat sectors. Norway provided information relating to its agricultural price
support programmes and South Africa on production subsidies available to the
agricultural sector. Egypt and Uruguay notified that they do not grant any subsidy within
the meaning of Article XVI: 1 of the General Agreement (see L/6297/Adds.2-6,
L/6111/Add.24). Annex V to Appendix I gives a listing of all notifications on subsidies
received since 1981.

256. Brazil: According to reports, the Brazilian Authorities decided in April to cut
consumer subsidies used to hold down the price of bread. Removal of the subsidy will,
reportedly, involve a 60 per cent increase in bread prices. On 23 June the Brazilian
Government reportedly reduced the subsidy to consumers of fuel alcohol; for the preceding
eight years the Government had held fuel alcohol prices at 35 per cent below petrol prices.

257. Canada: The Canadian Federal Government and the British Colombian
Government are reported to have reached agreement, on 2 August 1988, on a
CAN$28 million subsidy programme to help the Province's grape growers adjust to free
trade with the United States. The six-year programme will include deficiency payments to
the growers, funding for agricultural work such as grape vine removal or replanting of
varieties, and support for market development and production of wines. Canadian
officials believe that the subsidy programme qualifies as a transitional measure as
allowed under the US-Canada free-trade agreement.

258. EEC: The European Commission's annual report on competition policy for 1987
says that national governments are becoming increasingly scrupulous about clearing
state aid plans with the Commission. The number of state-aid notifications submitted to
the Commission for approval in 1987 totalled 316 as against 124 the previous year. In
1987 alone, the Commission had ordered the governments to reclaim a total of
ECUs 747 million-worth of illicit state aid donated to various industries. In 1986,
subsidies worth ECUs 11 million were found to be in conflict with EEC competition rules.
The Commission has ordered the repayment of nearly ECUs 1 billion-worth of national
aid since starting its drive against illegal subsidies four years ago.
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259. EEC: The Council of Industry Ministers decided in June 1988 to extend the code for
state aid for the steel sector, as it currently stands (which reserves aid for research and
development, environment-related investment and closures under certain limited
conditions), for three years from 1 January 1989.

260. EEC(France): France has decided to pay subsidies amounting to FF 110 million to
pig producers in view of the continued decline of their incomes. The subsidy, consisting of
a direct payment of FF 60 million, plus a further FF 50 million for those in less favoured
areas, will be paid to producers in difficulty who have an annual output of less than
1,500 pigs a year. The Government is to carry out an enquiry into the industry concerned
in order to identify the problems it is facing and the measures necessary to ensure its long-
term viability.

261. EEC(Germany.F.R.): The European Commission has approved a state grant worth
DM 34 million to the West German automaker Daimler-Benz to boost production of
component parts for its luxury series of R129 cars. Although the Commission has
generally adopted a strict approach on state aids to the Community vehicle industry, the
present aid plan has been approved under the EEC's regional aid scheme as it would help
combat Bremen's high unemployment by creating some 240 long-term jobs.

262. The European Commission approved, on 8 June 1988, plans whereby, pursuant to
last year's Summit agreement (30 June 1987), the West German Government will make
direct payments to farmers totalling DM 1.1 billion a year between 1989 and 1992 as
compensation for the 1 percentage point cut in positive MCAs (see Section I: Agriculture).

263. State subsidies to two German shipyards to help them win a contract with Israel
have been permitted by the European Commission in July 1988 in the form of
development aid. The decision allows the German Government to provide the two
shipyards with a minimum of 25 per cent of the price they are charging to build four
container ships for the Israeli shipping firm . Shipbuilding in the EEC has for some time
been affected by more competitive manufacturers in Japan and the Republic of Korea, the
latter alleged to be highly state-subsidized. Community law allows state aid for the
building of ships destined for developing countries.

264. EEC(Ita): The Italian Government approved, on 14 June 1988, a plan (the third in
seven years) to rescue the public steel industry within 3 years, including, subject to the
European Commission's approval, a Lit. 7,600 billion state cash injection, capacity
reductions and plant privatizations, and the laying off of 20,100 workers (out of a total of
70,000), ofwhom, however, 17,000 are to be re-employed in other sectors. For this purpose
a special re-industrialization fund administered by the IRI state holding company will be
created.

265. The Italian state-owned company, ENI, was ordered in July by the European
Commission to repay to the Italian Treasury state aid amounting to Lit. 260 billion with
which it had covered operating losses of several of its subsidiary clothing companies.
According to the Commission, the state aid has not been tied to a restructuring plan for the
loss-making companies and had adversely affected intra-Community trade. At the same
time, the Commission approved, on 26 July, the Italian Government's request to give
another ENI subsidiary an ECU 1.8 million (Lit. 2.7 billion) interest rate subsidy, linked
to capacity cuts.

266. EEC(Italy. United Kingdom): The European Commission has ruled, in May 1988,
that the continuous granting of credit to the loss-making steel producer Finsider, largely
by state-owned banks, is illegal. The Commission has started infringement proceedings
against the Italian authorities for having contravened the European Coal and Steel
Community's rules on unfair state aids. An additional aid plan of the Italian authorities
to make Lit 6,500 billion available to Finsider, has also aroused the Commission's
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concern. The decision comes in response to complaints largely from the German Steel
Federation asking the Commission to investigate alleged subsidizing of not only Finsider,
but also of the British Steel Corporation (BSC). State aid to steel production in the EEC is
generally banned unless accompanied by convincing plans to reduce capacity. In the case
of BSC, the Commission rejected the West German allegation that the company received
more money than was needed for restructuring.

267. EEC(United Kingdom): In May 1988, the European Commission approved a
programme of the United Kingdom to make available a total of £14.5 million over the
1988/89 financial year as a contribution towards relocation and re-adaptation costs
incurred by British Coal in the restructuring of its West Midland's pits. The Commission
believes that the aid poses no threat to competition and abides by the EEC rules regarding
the granting of state aids.

268. The European Commission approved a modified debt write-off of UK car group
Rover prior to its sale to British Aerospace. As reported, British Aerospace agreed to
purchase the UK Government's 99.8 per cent stake in Rover after a £547 million cash
injection from the government to deal with Rover's debt. The Commission cleared the
takeover but ordered a reduction in the government's aid package from the previously
planned £800 million.

269. Japan: For the Japanese Government's decision to reduce the support price paid to
rice farmers by an average of 4.6 per cent for rice produced in FY 1988 see Section 1:
Agriculture. (Last year, the Government had succeeded in getting a 5.95 per cent reduction,
the first cut in more than 31 years.

270. In August 1988, the Japanese Ministry of Agriculture, Forestry and Fisheries
finalized a V156 billion emergency measure to support farmers against the planned
liberalization of beef and orange imports. It plans to spend V106 billion to support orange
growers and ¥50 billion to assist beef producers. The Ministry intends to spend V22
billion to improve the productivity of orange growers and the quality of oranges. The plan
includes a project to set up centres to supply quality saplings to farmers. It also intends to
pay farmers ¥300,000 for each 10-hectare orange field to be taken out of use. (The
Government is to cut back 22,000 hectares of orange fields to decrease annual orange
production from 2.4 million tons to 1.8 million tons by FY 1990). The Ministry also
plans to introduce a subsidy programme to stabilize prices of calves for milk cows, in
addition to the existing subsidy system for calves for meat. Reportedly, the Ministry will
request 70 per cent of the funds for orange growers to come from the supplementary budget
for the current fiscal year and the rest from the budget for FY 1989.

271. Korea.Rep. of: With respect to the EC Commission's investigation, in
November 1987, of alleged unfair practices in shipping rates, the Commission notified its
decision on 26 May 1988 to levy a regressive duty on the ground that the Korean
company's rate in question was lower than the normal rate (because the company
benefited from non-commercial advantages such as a waiver system and financial
assistance). According to the Korean authorities, there had been no financial assistance
for the construction of the ships in question; and the concerned company's rates were
lower due mainly to its competitive management and the fact that it dealt with low-valued
cargo. The Commission's decision on this case was regarded as representing new
introduction of the "unfair trade concept" into the services sector (see also L/6366,
paragraph 436).

272. New Zealand: According to a Ministry of Trade and Industry source, the
New Zealand Government is to phase out shipbuilding industry subsidies, and end import
licensing for commercial vessels.
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273. Nigeria: The Nigerian Government is reported to be giving its steel industry a total
of 912 million naira this year as part of its policy of helping state companies to operate on
a commercial basis. It is hoped that this one-off payment of 806 million naira to Delta
Steel company and 106 million naira to Ajaokuta Steel will be sufficient to get the
companies back to profitability. Part of the money will come from a DM 100 million loan
negotiated with Germany, F.R. and Austria.

274. Turkey: The Turkish Government, reportedly, decided in April to phase out tax
rebates on steel exports. Rebates will be reduced by 10 per cent each month this year and
stopped completely in 1989.

275. It was reported in August that Turkey has decided to increase export subsidies for a
range of goods including inner tubes for truck and car tyres, automatic transmissions and
electrical fuses, with retroactive effect as from 19 July 1988. Subsidies have also been
approved for meat products, including beef, lamb and poultry, and for potatoes and dried
onions.

276. United States: On 11 August, the US President signed into law a bill estimated to
cost up to US$5 billion to compensate farmers and ranchers for their losses in one of the
worst farm belt droughts of the century. The law will provide compensation for farmers
suffering losses of more than 35 per cent of their expected harvest and the payments will
equal 65 per cent of the lost income. Those farmers whose crop losses exceeded 75 per cent
of the expected yield will receive payments equal to 90 per cent of the lost income.
Funding will come from an estimated US$6 billion in savings on government price-
support payments that will be reduced as the drought raises crop prices. If the drought
damage worsens, the cost of implementing the law will be offset by further reductions in
price-support payments.

277. United States/Mexico: Mexico and the United States have extended an export
subsidies pact until 1991, the Commerce and Industry Ministry announced at the end of
May. The bilateral "understanding" on trade subsidies and countervailing duties was first
signed in 1985 as a preliminary accord setting the groundwork for the broader trade
agreement negotiated by Mexico and Washington last year (see L/6366, paragraph 263).
For Mexico, the key provision of the 1985 pact was its inclusion of an injury test as a US
requirement for the imposition of countervailing duties on Mexican imports. Before the
pact, US industries could demand countervailing tariffs simply by proving that the
imports had benefited from subsidies; they did not have to show that their business had
suffered from the competition. From the US vantage point, the accord secured long-sought
pledges from Mexico that it would phase out certain low-cost credits and discount energy
supplies to exporters. In the five years prior to the 1985 accord, US industries lodged 25
subsidy complaints against Mexican products: since then, there have been only two such
cases.

b. Anti-Dumping

278. The adoption of new EEC legislation to clarify existing anti-dumping procedures
arid to strengthen measures to combat the evasion of duties, the signing into law of the US
Omnibus Trade Act of 1988 that contains, inter alia, provisions which both tighten and
extend the scope of existing law (e.g. anti-circumvention) and facilitate the use of
countervailing and anti-dumping duties to deal with alleged unfair competition, and the
passing of Australian legislation concerning the procedures applicable to dumping or
subsidy Investigations, were among the major developments in the anti-dumping area
during the reporting period. A number of acts Including the imposition by the European
Commission of provisional anti-dumping penalties on imports of video-cassette
recorders coming from Japan and the Republic of Korea, were also of importance.
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279. As concerns semi-annual reports on anti-dumping actions covering 1 July-
31 December 1987, the following notified that they had not taken any anti-dumping
actions: Austria, Brazil, Czechoslovakia, Egypt, Finland, Hong Kong, Hungary, India,
Japan, the Republic of Korea, Norway, Pakistan, Poland, Romania, Singapore, Sweden,
Switzerland and Yugoslavia. According to actions notified by Australia, Canada, EEC and
the United States, the total number of anti-dumping cases initiated during the six-month
period, as well as the number of investigations involving imports coming from developing
and centrally-planned economies, showed a slight increase over the last reporting period.
The number of investigations opened in Australia and the United States declined, while in
Canada and the EEC 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 over 30 per cent. As in the last reporting period, Japan continued to be
the country subject to the highest number of anti-dumping actions (13 new investigations,
15 review proceedings, 12 provisional duties and 19 definitive duties).

280. Australia: On 4 September 1987 the Australian Government announced that new
procedures would apply to the investigation of complaints of dumping or subsidization of
goods exported to Australia and foreshadowed the establishment. of an independent Anti-
Dumping Authority. The legislation effecting the Government's decision was approved by
the Australian Parliament on 3 June 1988 and become operative on 1 September 1988.
Under the new procedures the Australian Customs Service (ACS), before arriving at its
preliminary finding, will make a complete investigation of normal value and export price
(or the subsidy), the claimed material injury and causal link. This investigation may
include overseas enquiries to establish normal value and/or the degree of subsidization
together with verification of information supplied by the manufacturer/exporter and
discussions with overseas governments.

281. The legislation provides for the applicant to appeal the decisions of the ACS to
reject a complaint to the anti-dumping authority. The appeal must be made within
30 days from the date of rejection and the authority must decide on the appeal within
60 days.

282. A new approach to the receipt arid acceptance of dumping and subsidy complaints
has been introduced which requires an application to be made in accordance with an
approved form. Such application will be screened in a two-stage process during a
maximum time period of 55 days. This time period has legislative backing and it is
intended that an inadequately documented complaint will be rejected within 15 days of
receipt with a statement of reasons for rejection. An adequately documented complaint
may, in the 40 days second stage, be also rejected as not constituting a prima facie case
warranting notification and investigation. Again, a statement of reasons for rejection
will be given.

283. Following acceptance of a complaint, the ACS must make a preliminary finding
within a maximum period of 120 days. Affirmative preliminary findings can result in the
imposition of provisional measures and will be referred to the anti-dumping authority
who, within a further maximum 120-day period will examine the issues and make a
recommendation to the responsible government minister as to whether the imposition of
duties is warranted. A negative preliminary finding of the ACS may also be appealed by
the applicant to the authority and dealt with in the same times as previously mentioned.
The decisions of the authority in relation to appeals dealt with can automatically
overturn the findings of the ACS.

284. A sunset provision has been introduced by which anti-dumping and countervailing
measures will lapse after a maximum period of three years. All measures in respect of a
particular commodity will expire at the same time, irrespective of the duration of
measures relating to individual countries of export. The sunset provision will also apply
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to voluntary undertakings which have been given by exporters or governments of the
exporting countries so as to resolve satisfactorily dumping or countervailing complaints.
The sunset provision will not preclude a request to renew anti-dumping or countervailing
action. It will mean, however, that injury or other aspects required to justify such action
will be fully retested after three years of continuous application before anti-dumping or
countervailing measures can be re-imposed.

285. As of 31 December 1987, Australia had measures in place against 89 dumping and
20 subsidy cases. This compares to 109 dumping and 19 subsidy cases on 30 June 1987.
During the six months to 31 December, investigations were initiated into 19 cases. In this
period actions against 22 cases were revoked and undertakings against two cases were
released.

286. Canada: Canada notified that as of 31 December 1987, seven price undertakings
and 145 anti-dumping measures were in force (of which 18 involving products from the
Republic of Korea and 15 each on products from Japan and the United States). Of this,
66 concerned measures in respect of steel products. During the period under review,
17 new investigations were initiated and five anti-dumping measures were revoked
(ADP/35/Add.3). 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.

287. EEC: The European Commission is to re-open anti-dumping investigations into
producers of hardwood panels in Czechoslovakia, Poland, the Soviet Union, Romania,
Sweden and Brazil. The move announced on 27 June 1988, follows complaints from EEC
manufacturers, which claim that commitments entered into by some importers were not
being observed. Reportedly, they also felt that further protection will be needed in 1989,
when existing duties run out at the end of this year. The European Confederation ofWood
Industries says imports from the countries concerned have increased by 23 per cent to
259,000 tonnes between 1985 and 1987 at a time when consumption in Europe has been
falling by 1 to 1.5 per cent a year.

288. On 17 June 1988, the European Commission imposed anti-dumping duties of up to
28 per cent on imports of polyester fibre from seven countries. The duties, which are
provisional but are expected to become definitive apply to imports of polyester staple and
textured filament from Mexico, Turkey, Romania, Yugoslavia, Taiwan, the Republic of
Korea, and the United States. As for imports of textured and filament yarns - another
kind of polyester product - the Commission announced a slightly narrower range of duties
on yarns from Mexico, Taiwan, Turkey and the Republic of Korea. The duties vary from up
to 18.7 per cent for filament and up to 26 per cent for textured yarn. In mid-August the
European Commission rejected lobbying from the textile industry to take anti-dumping
action against Turkey and Mexico over their exports of acrylic yarn to Europe. Interlaine,
the body representing the European wool industry, appealed to the Commission for anti-
dumping action, saying the imports were unfair competition. The Commission imposed
quotas on Turkish yarn imports last year, but European spinners said they were too high
and Interlaine pressed for anti-dumping action against both Turkey and Mexico.

289. On 3 June, the European Commission ordered anti-dumping investigations of
17 Japanese makers of construction machinery. The investigation, the third trade action
regarding Japanese companies by the European Community in as many months, would
examine allegations by European manufacturers that Japanese companies sold wheeled
loaders and hydraulic backhoes in Europe at prices below those charged in Japan. Since
March, the European Commission has imposed duties on four Japanese typewriter
makers that import most of their components for assembly in Europe. It has also imposed
anti-dumping levies on 15 Japanese manufacturers of computer printers (see L/6366,
paragraph 433).
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290. On 11 July 1988, the EEC Council of Ministers adopted Regulation
(EEC) No. 2423/88 on protection against dumped or subsidized imports from countries not
members of the European Communities. This Regulation, which entered into force on
5 August 1988, replaces Regulation No. 2176/84 of 23 July 1984 on protection against
dumped or subsidized imports from countries not members of the European Communities,
as amended by Regulation (EEC) No. 1761/87 of 22 June 1987. Regulation No. 2423/88
incorporates the amendment effected by Regulation (EEC) No. 1761/87 to Regulation
(EEC) No. 2176/84; in addition, it contains amendments to the EEC anti-dumping rules in
the following areas. A number of substantive amendments concern the rules governing
the determination of the normal value and the export price (Article 2:3(a), 2:3(b), 2:3(c),
2:4, 2:8(a) and 2:8(b)), the comparison between the normal value and the export price
(Article 2:9 and 2:10) and the use of averaging and sampling techniques where prices vary
(Article 2:13). A provision has been added stating that where the Commission finds that
any interested party or third country has supplied it with false or misleading
information, it may disregard any such information and disallow any claim to which the
information refers (Article 7:7(b)). Another new provision is contained in Article 13:11 of
Regulation (EEC) No. 2423/88, which provides that, where the exporter bears the anti-
dumping duty, an additional anti-dumping duty may be imposed to compensate for the
amount borne by the exporter. Certain changes of a procedural nature have been made to
the Article which provides that anti-dumping measures shall, in principle, lapse after five
years from the date on which they entered into force or were last modified or confirmed
(Article 15). Finally, Article 16:1 of the new Regulation provides a clarification of the
methodology to be used by the EEC Commission in considering requests for refunds of
anti-dumping duties.

291. On 29 July 1988, the Commission of the European Coal and Steel Community
adopted Decision No. 2424/88/ECSC on protection against dumped or subsidized imports
from countries not members of the European Coal and Steel Community. This Decision
which entered into force on 5 August 1988, replaces Decision No. 2177/84/ECSC; the
amendments effected by Decision No. 2424/88/ECSC are the same as the amendments
laid down in Regulation (EEC) No. 2423/88.

292. The EEC notified that 21 new anti-dumping investigations were initiated during
the six-month period ending 31 December 1987 (ADP/35/Add.2), as against ten such cases
opened during the period January-June 1987.

293. For a preliminary ruling upholding the EEC's right to take action against non-EEC
companies if it believes that free competition within the Communities would be affected,
see Section XI.

294. EEC/Argentina, Canada: Anti-dumping measures on imports of flat-rolled iron
and steel products from Argentina and Canada are to be reviewed by the European
Commission following a request from the European Confederation of Iron and Steel
Industries (Eurofer). Eurofer alleges that Canada is failing to observe price undertakings
and duties applied to its exports and that exporters from Argentina are still dumping these
products. In 1983, the Commission accepted price undertakings from a number of
Canadian exporters and imposed definitive duties on all other exports from Canada and
Argentina. Total production in the Argentinian steel industry has increased from
2.9 million tonnes in 1982 to 3.6 million tonnes last year. Total exports to the world
market of products covered under the ECSC Treaty has increased by 56 per cent in 1987
over the previous year. Given this production boom and the decline of the US Dollar,
Eurofer believes that large quantities of steel products could be diverted to the EEC as soon
as the current definitive duties expire. In the case of Canada, it alleges that the exporters
are still dumping (with margins over 50 per cent) and that unfairly-priced Canadian
exports have put the EEC voluntary steel arrangements with other supplying countries at
risk.
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295. EEC(France) /Romania: At the same time as an anti-dumping procedure opened by
the Communities with regard to imports of urea originating in and coming from Romania,
France has unilaterally suspended the liberalized status ;f imports of that product
originating in and coming from Romania as of 7 April 1988. Romania considers that the
combined use of an anti-dumping procedure and a measure taken for safeguard purposes is
not justified under the provisions of the General Agreement nor of the Anti-Dumping
Code.

296. EEC/Japan: The European Commission announced in May 1988 the imposition of
provisional anti-dumping duties of up to 33.4 per cent on imports of Japanese serial-
impact dot-matrix printers to apply from 28 May, for a maximum period of four months,
unless other action is taken in the meantime. Japanese dot-matrix printer imports had
increased from 800,000 units in 1983 - 49 per cent of the EC market - to 1.5 million units
or 73 per cent of the market in 1986. The investigation followed a complaint in March
1987 by the Committee of European Printer Manufacturers alleging that cut-price imports
of Japanese printers were dumped in the EEC. The amount of the duty has been fixed so as
to cover the average price undercutting margin of 10 per cent provisionally established
and to give the Community industry a fair return on sales of at least 12 per cent to cover
investment, marketing and research costs. The investigation proved that the dumping
margins varied from 4.8 per cent to 86 per cent, but the Commission decided to impose a
maximum duty of 33.4 per cent on the seven companies that had the highest margins.
Duties ranging from 4.8 per cent to 22.4 per cent were set on eight other exporters.

297. The Japanese producers have denounced the duties claiming that the charges are
based on unfair comparisons. They argue that EEC-produced printers have different
features than the Japanese models with which they have been compared.

298. According to report, anti-dumping duties worth a total of yen 700 million (US$5.6
million) paid by - a Japanese company - the world's largest manufacturer of precision ball
bearings, on exports to the Community market are to be repaid by the EC Commission.
The decision is based on evidence that, since the anti-dumping duties were introduced
(provisionally in April 1986), the company has increased its sale prices to the EEC and is
no longer guilty of dumping. The company in question was one of the five Japanese
exporters subject to investigation in 1984 and a subsequent decision to impose definitive
anti-dumping duties.

299. The European Commission announced in July the imposition of provisional anti-
dumping duties of between 12.4 per cent on imports into the EEC of Japanese daisy-wheel
computer printers. The duties entered into force on 9 July and will apply for up to four
months while the Commission concludes its enquiry unless other action is taken in the
meantime. The action followed the decision in May to impose a similar duty on exports of
Japanese dot-matrix printers, the other main category of computer printers. The enquiry
was prompted by a complaint from the EEC's four leading computer printer producers.
According to the Commission, imports of Japanese daisy-wheel printers surged to
195,000 units in 1986 from 140,000 in 1983, with the Japanese share of the EEC market
increasing to 74 per cent in 1986 from 70 per cent in 1983. According to the Commission
estimates, the Japanese products concerned were being sold at an average of 15 per cent
less than EEC prices and up to 58 per cent below home-market prices. The value of daisy-
wheel printer imports from Japan amounted to US$300 million in 1987.

300. The EEC Council of Ministers, in the first application of the anti-circumvention
law of June 1987, ruled, on 19 April 1988, that five Japanese electronics companies have
circumvented anti-dumping levies on final products by underpricing components supplied
to their assembly plants in the EEC (see L/6366, paragraph 433).

301. Definitive anti-dumping duties applied to electronic typewriters assembled by two
EEC-based subsidiaries ofJapanese firms were lifted in July and replaced by undertakings
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from the UK assembly plants to observe strict minimum prices and EEC requirements on
the origin of component parts. The EEC Council's decision to lift the duties follows a
similar decision in May concerning activities at another Japanese UK plant. Anti-
dumping duties applied to electronic weighing scales also assembled in the UK by another
EEC-based subsidiary, were also removed in September; the Commission agreed, having
verified that the assembly line process at the UK plant now conforms to the rules laid
down in the Communities' revised anti-dumping regulations and in particular that the
proportion of imported component parts falls below the 60 per cent limit set by the
Commission. Definitive duties under the new rules are currently applied only to
electronic typewriters assembled by one company at its UK assembly plant (see also
L/6366, paragraph 433).

302. EEC/Japan. Korea. Rep. of: The European Commission on 31 August 1988 imposed
provisional anti-dumping duties on imports of video-cassette recorders from five
companies in the Republic of Korea and Japan. The companies found by the Commission
to have been selling VCRs at dumped prices include the Republic of Korea's main VCR
producers, which will face duties ranging from 25 to 29.2 per cent of their EEC sales prices.
The other two companies concerned, both from Japan, are facing duties of 18 per cent.
The Commission action follows a surge in VCR exports to the Community market,
particularly from Korea whose shipments have more than doubled in 1987 to 1.22 million
units from 425,000 units in 1986. Imports from the two Japanese firms more than
doubled to 991,000 units in 1986 from 466,000 units in 1985, and totaled 762,000 units
from January-August 1987. The Commission started to investigate the imports last
September after an industry association representing EEC producers of consumer
electronics complained that the VCRs were being sold in the EEC at artificially low prices.

303. EEC /Japan. Thailand: The European Commission opened an investigation in
June 1988 against two Japanese companies (one of which is operating out of Thailand)
alleged to be using so-called "screwdriver plants" to produce ball bearings at unfairly low
prices. The complaint has been made by the Federation of European Ballbearing
Manufacturers' Associations (FEMBA) which alleges that, since the Commission launched
its first anti-dumping investigations into exports to the EEC of ball bearings made in
Japan, two Japanese producers have set up assembly activities inside the Communities in
order to circumvent the payment of duties imposed on Imports of finished goods. If the
findings support these allegations, current anti-dumping duties amounting to 14.7 and
11.97 per cent on exports by the same two producers could be extended to include ball
bearings produced in the EEC "assembly plants".

304. EEC/Korea. Rep.of. Taiwan: The European Communities opened an investigation
in August 1988 into a surge of low-priced shoe imports from the Republic of Korea and
Taiwan which it says may injure European manufacturers (see also Section I: Footwear).

305. EEC/Yugoslavia: Imports of cold-rolled sheets of iron and steel from Yugoslavia
are to be subject to an anti-dumping investigation following a complaint from the
European Iron and Steel Industry Confederation (Eurofer) alleging that Yugoslavian
producers export to the EEC at prices below those charged on their home market. Eurofer
alleges that imports from Yugoslavia rose from 9,324 tonnes in 1984 to 101,400 tonnes in
1987, with their share of the EEC market increasing from 0.3 per cent in 1984 to 6.8 per
cent by the last quarter of 1987, and reaching 16.1 per cent and 7.2 per cent, respectively,
in Italy and the United Kingdom.

306. The European Commission has set the definitive anti-dumping duty on imports of
sheets and plates of iron or steel originating in Yugoslavia at ECU 48 per tonne, a
reduction on the provisional duty of ECU 68 imposed several months ago when
Yugoslavian exporters were accused of going back on their undertaking to follow a pricing
and marketing policy. Duties have also been imposed on hot-rolled coil imports from
Yugoslavia, Mexico and Algeria.
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307. EEC/Yugoslavia. Turkey: Provisional anti-dumping duties were imposed in
July 1988, on imports of iron and steel sections from Yugoslavia and Turkey while the
European Commission continues its enquiry into allegations of dumping made by
Eurofer. The duties amount to 39 ECUs per tonne for products from Yugoslavia, 30 ECUs
per tonne for Turkish products, excluding those exported by one exporter for which a duty
rate of 14 ECUs per tonne has been agreed. Eurofer alleges that unfair competition from
these dumped imports causes material injury to the Community industry and jeopardizes
plans to continue its restructuring efforts. The duties are to apply until 21 November 1988
unless definitive measures are adopted in the meantime.

308. Japan: On 6 May 1988 Japan, at a special meeting of the GATT Anti-Dumping
Committee, protested against the European Communities' decision in April 1988 to
impose anti-dumping duties on Japanese products assembled in so-called "screwdriver"
plants within the EEC. According to the Japanese complaint, the Commission had not
assessed whether components were being imported at prices below those charged by their
producers on the home market - the essential definition of dumping. Instead, it had
imposed a content requirement under which the products had to procure a fixed
proportion of the parts, more than 40 per cent of the total product's value, from the EEC
region. The EEC duty also discriminated between manufactures associated with foreign
enterprises and domestic manufactures, even if the latter used the same proportion of
imported parts in their finished products. In addition, Japan claimed, insufficient
account was taken of cases where the share of local value added was high and where the
ratio of imported parts had been large only during the start-up period. The EEC has argued
that the Japanese companies were assembling mainly imported components at these
plants, in order to circumvent anti-dumping duties on their products.

309. NewZealand: For New Zealand's acceptance of the GATT Anti-Dumping Code, see
Section VIII.

310. Thailand: Two manufacturers in Thailand exporting monosodium glutamate are
reported to have offered to increase the price of their exports to the EEC by 24 per cent in a
bid to pre-empt the possible imposition of anti-dumping duties by the European
Commission. Three Thai manufacturers together with 11 other exporters in Indonesia,
the Republic of Korea and Taiwan, are currently the subject of an investigation by the
Commission following a complaint by the European Chemical Industry Federation.

311. UnitedStates: According to the United States, there were 154 anti-dumping duty
findings and orders (of which 40 in respect of Japanese products) and five price
undertakings in effect on 31 December 1987. During the period July-December 1987, nine
new cases were initiated and eight anti-dumping duty revocations were decided upon
(ADP/35/Add.4). As of 30 June 1987, the US had notified that 146 anti-dumping duty
findings and orders were in force.

312. For provisions relating to anti-dumping in the new US Trade Law, see Section VIII:
Other Trade Policy Developments.

313. In August 1988, the US imposed a preliminary anti-dumping duty of almost 18 per
cent on anti-friction bearings made by a Japanese company in Thailand. The company,
which last year exported from Thailand US$14.5 million worth of bearings to the US is
also under an anti-dumping investigation by the EC Commission.

314. United States(ITC): In August 1988, the ITC determined that there was a reasonable
indication that US industry is being materially injured by industrial belts, allegedly sold
at less than fair value, from Germany, F.R., Israel, Italy, Japan, Singapore, the Republic of
Korea, Taiwan and the United Kingdom. (In a related development, the ITC also
determined that there is a reasonable indication that domestic industry is being
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materially injured by allegedly subsidized imports of the same product from Israel,
Singapore and the Republic of Korea.) In 1987, US imports of industrial belts were valued
at over US$37 million, with 84 per cent originating from the eight countries under
investigation.

315. United States(ITC)/EEC(Italy) Japan: The US industry is being materially injured
by reason of dumped imports of granular polytetrafluoroethylene resin from Italy and
Japan, the ITC ruled in a final determination in August 1988. The value of imports of this
product from Italy increased from US$4.7 million in 1985 to US$7.02 million in 1987,
while imports from Japan rose from US$17.6 million to US$18.4 million over the same
period.

316. US(ITC /Japan: Based on a complaint alleging that Japanese manufacturers were
selling 3.5-inch micro-disks - commonly used to store data and programmes on. personal
computers - in the United States for as little as 50 per cent of the production. cost, the
US International Trade Commission (ITC) found in a preliminary ruling, in April 1988,
that Japanese dumping of disks was injuring US producers. According to the petitioner,
Japan controls over 75 per cent of the US market and drove prices down frorn US$2.26 per
disk in the first quarter of 1985 to US$1.24 per disk in the third quarter of 1987. Imports
of micro-disks amounted to 111 million units in 1987, valued at approximately
US$103 million; Japan was the main supplier. The Commerce Department is expected to
make its preliminary ruling as to whether the products are being sold at less than fair
value by August.

317. The ITC determined in a preliminary ruling in May that there is a reasonable
indication that allegedly dumped imports of digital readout systems arid sub-assemblies
from Japan are injuring domestic industry. The Department of Commerce is scheduled to
reach its preliminary determination by early September.

318. United States (ITC)/ Japan: Nitrile rubber imports from Japan sold at less than
fair value are injuring the United States industry, the ITC ruled in a final determination
in June 1988. the Commerce Department determined earlier that the product is being sold
in the United States at margins of up to 146.5 per cent. In 1987, US imports of nitrile
rubber totalled US$26. 1 million, with US$2.27 million in imports coming from Japan.

c. Countervailingactions

319. As concerns semi-annual reports on countervailing duty actions covering the
period 1 July- 31 December 1987, the following notified that they had not taken any
countervailing duty actions: Austria, Brazil, Chile, EEC, Finland, Hong Kong, Israel,
Japan, the Republic of Korea, Norway, Pakistan, Philippines, Switzerland, Turkey,
Uruguay and Yugoslavia. According to actions notified by Australia, Canada,
New Zealand and the United States, a total of 28 investigations have been opened, of
which 24 cases in the United States. Provisional measures have been taken in
23 instances as against 11 during the last reporting period. The instances of definitive
duties and price undertakings also showed a slight increase. Most of the countervailing
duty actions reported during the six-month period were taken by the United States, of
which only a few measures were in respect of products originating in developed countries.

- Australia notified one countervailing measure and 10 undertakings thereon
as being applicable on 31 December 1987. The undertakings concerned were
for hand hacksaw blades from Brazil, certain cheeses from the EEC, Finland
and Norway, brandy from France, and a number of commodities from
New Zealand, including porcelain enamelled steel baths, two-door
merchandizers, hand hacksaw blades, stainless steel tubing and frozen peas
(which came into operation on 31 December 1987). There were no new
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countervailing duty investigations initiated during this period
(SCM/86/Add.5). In the previous reporting period, Australia reported one
countervailing measure and nine undertakings.

- Canada reported eight countervailing duty measures, of which six concerned
definitive duties, imposed during the period July-December 1987 in respect of:
Brazil (electric motors), Denmark and the Netherlands (canned ham), the EEC
(canned luncheon meat), France (drywall screws) and the United States (grain
corn). There were no new countervailing duty investigations initiated during
this period (SCM/86/Add.3).

- EEC/Thailand: Imports into the EEC of ball bearings manufactured in
Thailand are subject to a countervailing duty investigation, following a
complaint from the Federation of European Bearing Manufacturers'
Associations alleging that the Thai industries receive direct government
subsidies in order to export ball bearings. According to the petitioner, such
direct government subsidies include exemption from direct taxes, preferential
rates for the provision of public services, infrastructure and loans, and
preferential tax relief on machinery, equipment, raw materials and
component parts.

- New Zealand reported one countervailing duty investigation and a
preliminary measure with respect to aluminium passenger catamarans
imported from Australia (SCM/86/Add.2).

- The United States notified 71 countervailing duty orders and twenty
undertakings in effect on 31 December 1987. These mainly affected
Mexico (16 cases), Brazil (10), Argentina (8), New Zealand (6), Thailand (5) and
Canada (5) (SCM/86/Add.4). For the previous six-month period, the US
notified that 70 countervailing duty orders were in effect as of 1 July 1987.

- United States/Brazil: In May 1988, Brazil requested conciliation under
Article 17 of the Subsidies Code concerning the US attempt to collect
countervailing duties on Brazilian non-rubber footwear imported into the
United States from 1 January 1980 to 28 October 1981, following the failure
of bilateral consultations to reach a mutually agreed solution. The estimated
potential liability, including countervailing duties and interest, exceeds
US$80 million. Brazil argues that the collection of any such duties
contravenes the US obligation not to impose countervailing duties on
imported merchandise which does not cause or threaten material injury to a
domestic industry. It further maintains that the collection of cash deposits on
these entries and the attempt to collect countervailing duties in excess of these
deposits violate established procedures governing the application of
provisional countervailing measures, while the United States believes that the
actions taken with respect to Brazilian products are fully consistent with their
obligations under the Subsidies Code. The Committee on Subsidies and
Countervailing Measures, which held a special meeting in July 1988 to review
the matter, encouraged the two countries to make further efforts to reach a
mutually acceptable solution to their dispute consistent with the provisions of
the GAIT Code (see SCM/87 and SCM/39).
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VII. Export Restraint Arrangements

320. Annex V lists known export restraint arrangements of various types that
continued in operation during the period under review. Product categories affected by
these arrangements include textiles and clothing - arrangements concluded outside the
MFA IV (71), agricultural and food products (58), steel and steel products (52), electronic
products (23), automobiles and transport. equipment (20), footwear (15), machine
tools (13), miscellaneous (25). The majority of the arrangements protect the EEC market
or the market of one of its member States, followed by the US market; these two account
for just over three quarters of the measures listed. The arrangements mainly limit
exports from Japan (38 arrangements), the Republic of Korea (35), the EEC (15) and
Taiwan (13). Most of the so-called "grey-area" measures referred to in the Annex have
come into operation since 1985. Among the most significant developments during the
period covered are the unilateral restraints on Japanese automobile shipments to the EEC
and Sweden, EEC(France) import restrictions on footwear from the Republic of Korea and
Taiwan, and voluntary restraints by Korea on knitwear exports to Japan and on VCRs,
colour TV sets and microwave ovens to the EEC.

a. Agricultural products,

321, Australia/United States: Australia has involuntarily accepted a US request to cut
planned beef exports to the United States to just under 363,000 tonnes (800 million lbs.) in
1988. The Australian limit was in response to a US threat to linpose a quota of
315,000 tonnes as total US meat imports are close to a so-called trigger level which, under
the 1979 US Meat Law, would require the imposition of quotas once imports breach
certain levels. Of US meat suppliers, only Australia and New Zealand have been required
to restrain shipments. Details regarding negotiations with New Zealand are as yet
unavailable (see also L/6366. paragraph 455).

322. EEC/Argentin, Australia, Chile. New Zealand,South Africa: Subsequent to the
introduction, in February 1988. of a new monitoring measure based on a system of import
licences on imports of dessert apples into the Community of Ten, the EC Commission on
20 April adopted a further measure and established the following import quotas for all the
major supplying countries for the period 15 February to 31 August 1988: Argentina 70,000
tonnes, Australia 11,000 tonnes, Chile 142,131 tonnes, New Zealand 1 15,000 tonnes.
South Africa 166,000 tonnes and other countries 17,600 tonnes. The import licence
scheme combined with the new ceilings would have the effect of restricting imports of
dessert apples to a maximum of 521,731 tonnes- about 30,000 tonnes more than the EEC
allowed last year, but well below the volume the suppliers would like to export to the EEC
this year. According to the Commission, most of the Communities' major suppliers had
not been willing to accept voluntary export limits, thus obliging the Commission to
tighten up the import surveillance system introduced in February by imposing ceilings on
imports. According to the Commission, imports of apples from the Southern Hemisphere
increased by 27 per cent between 1984 and 1987 and was expected to increase by 26 per cent
in 1988 over the previous year should imports be allowed freely, thus causing a serious
disturbance to the domestic market (see Section I: Agriculture, L/6337, and L/6366,
paragraph 454).

323. .New Zealand/Australia: The current Memorandum of Understanding on dairy
products between the Australian and New Zealand dairy industries will cease to be part of
the CERA Trade Agreement from 1 July 1990 and, as from that date, trans-Tasman trade
in dairy products will be governed by the provisions of the CERA Trade Agreement, Under
the new arrangements, Australia and New Zealand will work towards the development of
a single and integrated market for dairy products, consistent with the principles of free
trade and fair competition contained in the ANZCERTA. In particular, the New Zealand
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dairy board will be expected to act, in relation to sales into Australia, in the same way as it
does when selling in the New Zealand domestic market.

324. The main effect of the current arrangements is to limit the entry of New Zealand
cheese, fresh milk and cream into Australia.

325. Taiwan/United States: According to industry report, the Rice Millers' Association
intends to file a petition for a Section 301 case in order to persuade Taiwan to renew a so-
called orderly marketing arrangement (OMA) with the United States that will expire this
year. Taiwan entered into the original OMA after the rice millers filed a Section 301 case
in 1983 alleging that rice exporting surges by Taiwan at that time had distorted world
markets and caused the US industry a US$303 million loss.

326. United-States: In August, US Trade officials reportedly informed their major
suppliers of beef and sheepmeat, Australia and New Zealand, that quota ceilings for 1988
may be imposed under the Meat Act of 1979 unless voluntary restraint agreements (to
restrict the volume of their meat sales to the United States to 800 million lbs and
445 million lbs, respectively) can be negotiated in the coming months. Both limits
proposed are believed to be less than the two countries' projected exports this year. Under
the US trade legislation, a target level for meat imports is set each year, reflecting
probable domestic production levels and supply needs. If imports look likely to exceed
this figure, the US Administration is authorized to ask its major suppliers to place
voluntary restraints on their shipments to the US that year. If no agreement is reached,
fixed import quotas may be enforced. For 1988, a maximum imported quantity of
1.525 million lbs of beef, veal, mutton and goat has been set (see also L/6366,
paragraph 455 for previous restraint).

327. United States/Canada: The United States has re-entered into consultations with
Canada over the issue of Canada's compliance with the 1986 US/Canada softwood lumber
agreement, the major reason being US concern about recent reductions in the stumpage
price of British Colombian lumber, paired with the Province's announcement that the
reductions would be retroactive to 1 January 1988. Under the agreement reached between
the United States and Canada in December 1986, Canada agreed to impose a 15 per cent
export charge on Canadian lumber destined for the United States until provincial
stumpage fees were raised to a level equal to the tax. The agreement was amended in late
December 1987 to allow for Canada's adjustments through stumpage fees in several
provinces - export charges on lumber from Quebec, British Columbia, Nova Scotia, Prince
Edward Island, and Newfoundland have all been removed (see also L/6205,
paragraph 440).

b. Electronics

328. EEC/Korea. Rep. of: According to industry sources, Korean electronics companies
decided in June 1988 to temporarily stop exporting colour television sets and video-
cassette recorders to the EEC before the EEC imposed provisional anti-dumping charges
ranging from 25.2 to 29.8 per cent on Korean-made VCRs. A 1987 agreement with the
Community requires Korea's three big producers of electronics products to limit their
shipments to the EEC market to 980,000 colour television sets (among which
150,000 small-screen colour TV sets) and 830,000 video-cassette recorders in 1988.
Shipments during the first half of the year have reached 700,000 television sets and
660,000 VCRs. The Electronics Industries Association of Korea which closely monitors
export volume, will not issue export permits to the EEC until the dispute has been settled.

329. Korea, Rep, of:According to report in June, the Electronic Industries Association
of Korea has put forward a proposal for freezing exports of Korean microwave ovens to the
EEC, as well as VCRs and Colour TV sets and tubes, at 1987 levels, for three years (see also
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L/6366, paragraph 458). In a later statement, it was announced that such products would
first require an export authorization certificate prior to shipment from the Ministry of
Trade and Industry as a means of promoting the orderly development of exports.

c. Footwear

330. EEC(Francel)/Korea. Rep. of, Taiwan: See Section I, Sectoral Developments:
Footwear, for recent restraint arrangements on imports of footwear into France from the
Republic of Korea and Taiwan.

d. Motorvehicles.

331. Japan: According to a press report, Japanese motor manufacturers have agreed in
June to limit their exports to the European Communities to 1.21 million cars and
commercial vehicles in 1988, a 3.2 per cent increase over the shipments in 1987. The
target for this year marks the lowest level of growth since Japan began monitoring car
sales to the EEC in 1986. The lower rate ofgrowth appears to take account of growing
pressure in the EEC for tighter controls on Japanese car imports beyond 1992. Japanese
motor companies have indicated that they are content to maintain their 10 per cent share
of the EEC market.

332. Japan/Sweden: For the first time, Japanese automobile manufacturers have
decided, end-July, to restrain exports to the Swedish market to 56,000 units in 1988 -
practically the equivalent of last year's exports. The decision was taken in response to a
request by the Japanese Ministry of Trade and Industry (MITI) for voluntary cooperation
in restraining exports (see also Section I: Motor Vehicles).

333. United States/Japan: Japan reportedly intends to end a seven-year-old
"voluntary" restraint arrangement on motor vehicle shipments to the United States
market as ofApril 1989. The three-year quota system was adopted by the Japanese
automobile industry in 1981, responding to US pressure to limit exports until American
carmakers completed broad restructuring efforts. It has been renewed since 1984. The
limit on exports was originally set at 1.68 million units in 1981-1984, to be increased to
1.86 million units in 1984-85 and 2.3 million units in 1985-88. Exports in FY 1987 ending
March 1988 amounted to only 2.214 million units, a drop of almost 6 per cent from the
previous year and 86,000 units below the established ceiling. In April 1988, exports
declined by 15 per cent from the corresponding month last year. This declining trend in
exports is expected to continue in the current fiscal year. According to reports, the
Japanese Ministry of International Trade and Industry (MITI) intends to set up a series of
measures that would prevent the Japanese carmakers from suddenly launching major
export programmes once the present auto-limitation has been removed (see also Section I:
Motor Vehicles and L/6366, paragraph 463).
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e. Textiles

334. Korea. Rep. of/Japan: In an attempt to ward off a trade dispute with Japan, the
Korean Government is reported to have agreed to impose a system of voluntary restraints
on knitwear exports to Japan beginning 1 July 1988. Accordingly, Korean knitwear
exporters are now required to obtain "recommendations" from the Korean Textile
Exporters' Association, and exports are subject to price and volume monitoring by the
Korean Authorities. The action follows requests from Japan's Ministry of International
Trade and Industry (MITI) to restrain Korean shipments in view of the rapid increase in
imports in recent months arid the intention of the Japanese industry concerned to file a
dumping complaint against Korean exporters. The domestic producers contend that the
industry has been injured by surging imports from newly industrializing countries, such
as the Republic of Korea and Taiwan, during the last year. Knitwear comprised 42 per cent
of all textile imports last year, with Korean shipments accounting for more than half of
all imported knitwear. Korean exports of outerwear such as sweaters and knitted jackets
have increased in 1987 by 69 per cent over the previous year. As the voluntary restraint
measure does not outline the exact level of prices or volume to curtail such exports,
Japanese knitwear manufacturers have threatened to proceed with plans to file a formal
anti-dumping complaint with the Finance Ministry. According to a recent report,
representatives of Japan's knitwear industry are to meet with Korean officials on 29
August to seek explanations on how voluntary restraints are being implemented.
According to Japanese industry sources, the restraints have produced little tangible effect
so far in curbing the surge in exports. According to report, MITI will try to seek a
voluntary export restraint arrangement with China, too, whose knitwear exports to Japan
have increased rapidly during the last couple of years.

335. United States/Korea Rep. of: According to Korean industry reports, the Republic of
Korea will be allowed to ship to the United States 1,447,000 tonnes of steel in the 1988
calendar year, increased by 3,700 tonnes from last year to represent a carryover of
unutilized quotas from 1987.

f. Miscellaneous

336. United States: In April 1988, the Office of the US Trade Representative further
restricted the amount of tungsten that China may export to the United States in the next
four years under the restraints of an orderly marketing agreement (OMA) established in
1987. Because the exports to the United States exceeded the 1987 quota by 1.8 million lbs
of tungsten, the USTR has curtailed the shipments for the remaining years of the OMA.
According to a formal announcement, the new limits are: 861,682 lbs for 1988;
1.4 million lbs for 1989; 1.7 million lbs for 1990; and 1.5 million lbs for the first nine
months of 1991. These are the final adjusted limits based on the shipments sold in the
United States in excess of the 1.7 million lbs quota in 1987, the 21 April announcement
said. Under the OMA, there could be further adjustments of the quota to reflect factors
other than excess shipments, one USTR source said (see also L/6289, paragraph 302).



C/W/566
Page 67

VIII OtherTrade Policy Developments

337. This section describes the major policy provisions contained in the newly-enacted
US trade bill. Also noted are revisions to the GATT Agreement on Government
Procurement, Mexico's implementation of the Customs Valuation Agreement and
New Zealand's acceptance of the MTN Agreement on the Implementation of Article VI of
the General Agreement. This Section also deals with developments relating to
countertrade and bilateral agreements noted during the reporting period.

338. GATT/Agreement on Government Procurement: The revised text of the Agreement
on Government Procurement including the latest Protocol of Amendments, which entered
into force on 14 February 1988, was made available in May 1988. The new provisions
include: the lowering of the threshold (minimum value of government contracts) from
SDR 150,000 to SDR 130,000; increased transparency through improvements in the
exchange of information; and a number of measures which bring the Agreement more in
line with current procurement practices.

339. Indonesia: In June 1988, Indonesia banned exports of semi-finished rattan and
announced export controls on sawn wood in order to protect its furniture market. The
latest ban, announced five months ahead of the planned date, will ensure that vine
supplies from the country's rain forests reach a rapidly growing industry. (Indonesia,
which supplies 85 per cent of the world's rattan supplies, banned exports of unfinished
rattan vine in 1986 to help a fledgling furniture industry and ease unemployment).
Indonesia also announced export controls on sawn wood, requiring saw mills to ensure
local supplies before being given export certificates. With exports of $2.2 billion in 1987,
Indonesia has become the world's largest wood exporter.

340. Korea. Rep. of/United States: The US Trade Representative announced on
9 May 1988 that the Republic of Korea has agreed to liberalize its market for imported
cigarettes, paving the way for significant new US export sales. The agreement settles an
unfair trade practices investigation brought against Korea by USTR in February 1988
under Section 301 of the 1974 Trade Act. The investigation was launched in response to a
petition filed in January 1988 by the US Cigarette Association, which argued that the
firms it represents were being unfairly shut out of the Korean market. Under the
Agreement, the tax on a pack of imported cigarettes will be reduced from nearly Won 1,000
to Won 360 (about 49 US cents). In addition, firms will be allowed to import cigarettes and
sell them independently of the Korea Monopoly Co-operation. Moreover, foreign
cigarettes will be available at all retail outlets that carry Korean brands. The agreement
went into effect on 1 July 1988 (see also L/6366, paragraph 572).

341. Maldives/Japan: In a communication dated 26 April 1988, the Maldives notified
the Director-General of the GATT that the Government has decided to withdraw the
invocation of the provisions of Article XXXV of the General Agreement with respect to
Japan, with effect from 25 April 1988 (see L/6346).

342. Mexico: In a further Decree issued in the Official Journal of 25 April 1988,
Mexico's acceptance of the GATT Customs Valuation Agreement was published together
with the relevant reservations and declarations which had previously been enacted as
part of the national legislation. With the completion of all parliamentary procedures,
the provisions of the Agreement now fully apply within Mexican territory.

343. New Zealand: New Zealand accepted, on 6 May, the Agreement on Implementation
of Article VI of the General Agreement on Tariffs and Trade. New Zealand's adherence to
the Anti-Dumping Code became effective as from 5 June 1988.
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344. Poland: As a result of the de-regulation process in the Polish foreign trade sector,
over 1,150 enterprises and companies (including about 600 private firms and persons)
have as of 2 September 1988, granted a concession to directly conduct foreign trade
operations; the number of such enterprises has been growing steadily. Last December, the
right to directly engage in foreign trade activities was further liberalized. The Decree of
the Minister of Foreign Economic Relations of 12 December 1987 (promulgated in the Law
Gazette of Poland No. 41), lists the number of products for which export and import
transactions can directly be concluded by any company or private persons - on the basis of
automatic registration - without the previous requirement of applying for a concession.

345. United States: On 25 April 1988, the President of the United States extended
economic sanctions against Nicaragua for another year. The President signed an
executive order on 1 May 1985, cutting off all trade with the Central American country,
denying Nicaraguan airliners and flag vessels access to the United States and ending a 27-
year US-Nicaraguan friendship treaty (see also L/5915, paragraph 92).

346. United States/Trade Bill: The following provisions of the new US trade bill (The
Omnibus Trade and Competitiveness Act of 1988), which was signed into law by the
President on 23 August, are of particular interest in the context of trade policy
formulation and possible implementation:

Trade Negotiating Authority;
- Extends the President's authority to enter inte an agreement on non-tariff
barriers for five years, until 31 May 1993, using the "fast track authority" - an
expedited system that guarantees quick consideration of a bill without
allowing the tabling of amendments - to 1991 (with a further two-year
extension unless Congress disapproves).

- Restores the President's authority to proclaim negotiated tariff reductions
until 31 May 1993. Tariff cuts under the authority would be limited to
50 per cent (except that duties of 5 per cent or less may be cut to zero); tariff
reductions need not be phased if there is no competing domestic industry.

- Requires the President to recommend that trade agreement benefits and
obligations be applied solely to parties to the agreement, if consistent with the
relevant agreement; thus, unless otherwise specified, conditional m.f.n. must
be applied to all such agreements.

special Trade Agreement Authority:
- State Trading Enterprises: Before any major country with a significant
share of its trade in state trading enterprises enters the GATT, the President
must determine if such trade is significant for the country's trade and would
unduly burden the United States. If so, GATT rules would not apply between
the United States and that country until the state trading enterprises are
conducted on a commercial basis or the extension of GATT rules is approved by
Congress under "fast track" procedures.

Remedies forUnfairTrade Practices (Section 301):

- Transfers from the President to USTR the authority to determine whether a
practice is unfair, and (subject to Presidential direction) to decide what action
to take. Previously, under existing Section 301 of the Trade Act of 1974, as
amended, the President determined, based on a USTR investigation, if a
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foreign practice was unfair and what action, if any, to take.

- Requires USTR to take retaliatory action in cases involving violations of US
trade agreements or other "unjustifiable practices" - except if doing so would
cause serious harm to US national security, or in certain other circumstances.

- Allows USTR discretionary authority to retaliate against "unreasonable
practices" the definition of which is broadened to include export targeting,
denial of certain specified worker rights, and denial of market opportunities
by a government's tolerance of cartels.

- Requires, under Super "301 Actions", that USTR identify priority unfair
practices and priority countries and negotiate with these nations over a three-
year period to eliminate, reduce, or compensate for these practices. If any
country does not comply with the agreements negotiated, USTR must resume
unfair trade investigation and take action under US trade law.

- Requires that retaliatory action be implemented within 30 days on an
"unfairness" determination (extended up to 180 days in certain circumstances).
Previously, there was no deadline for retaliatory action.

- Requires USTR to identify countries that do not adequately protect US
copyrights and patents and to initiate unfair trade cases against outstanding
cases.

Intellectual Property(Section 337 of the 1930 Tariff Act. as amended):

- Eliminates the injury test in cases involving infringement of certain
intellectual property rights.
- Adds bonding requirement on IPR owners seeking temporary orders.

Import Relief (amending Section 201 of the 1974 Trade Act):

- Expands the actions the President may take to grant relief, including through
auctioned quotas, international negotiations and adjustment assistance.

- Requirement to obtain relief: in addition to serious injury, there must be
proof that the industry could become competitive if given trade relief, or that it
could experience an orderly transfer of resources to other production pursuits.
Previously, it only needed to prove serious injury due to increasing imports.

Anti-Dumping and Counterailing Duty Law:

- Requires that all subsidies provided to an international consortium,
including both direct subsidies and subsidies for each separate country, be
included in calculation of countervailing duties.

-. Requires expedited anti-dumping investigations of multiple offenders (two or
more dumping violations in an 8-year period) involving short life-cycle
products.

- Authorizes the Commerce Department to act to prevent the circumvention of
US anti-dumping or countervailing duty orders through assembly or finishing
operations in the United States or shipments through a third country.
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- Authorizes restrictions on steel imports from non-VRA countries if the steel
was melted and poured in a VRA country in order to circumvent the VRA
agreement. Also authorizes the enforcement of quantitative restrictions on
machine tool imports.

- Provides new procedures for monitoring imports of "down-stream" products
which contain components previously found to be subsidized or dumped.

Government Procurement:

- Prohibits Federal purchases of goods and services produced in foreign
nations whose governments discriminate in the award of contracts against US
firns and products. Prohibition would not be applied to least-developed
nations and could be waived by the President or Agency heads under specified
circumstances.

Export Control Reform:

- Reduces the size and scope of the US export control list, primarily by
removing from the list low-technology exports.

Import Fee/TAA Trust Fund:

- Requires the President to negotiate with trading partners for agreement on
the imposition of small uniform fee (not to exceed 0.15 per cent) on all US
imports. The fee would be used to fund TAA-type programs. If negotiations are
not successful, the President must decide whether unilateral imposition of the
fee is in the national interest: if the President decides not to implement the fee,
"fast-track" procedures are provided for legislation overturning the President's
decision.

Telecommunications:

- The President will be required to negotiate with foreign countries to win
greater access to their markets for. US makers of telecommunications
equipment and services. The provision directs the President to use as leverage
in such talks the threat that foreign companies' access to the US
telecommunications market could be denied if foreign governments do not
reduce barriers to US companies.

International.Financial Policy:

- Exchange rates: States that the United States should take steps to continue
the process of international policy co-ordination to achieve macro-economic
policies and exchange rates consistent with more appropriate and sustainable
balances in trade and capital flows. Mandates bilateral negotiations with
countries which are manipulating their exchange rates for the purpose of
preventing effective balance of payments adjustments or gaining an unfair
competitive advantage in trade and have (i) significant trade surpluses with the
United States, and (ii) material global current account surpluses.

Agricultural Trade:

- States that it is US policy to provide agricultural commodities for export at
competitive prices, to support free and fair trade in agricultural commodities,
and to seek elimination of barriers to agricultural trade.
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- Requires USDA to implement a marketing loan program for the 1990 wheat
crop and for feed grains and soybeans, unless the President certifies at the
beginning of 1990 that significant progress has been made in achieving a GATT
agreement on agricultural trade or that the loan program would harm further
negotiations. If the loan program is not implemented, an expanded Export
Enhancement Program (EEP) would be required. Also requires that if the
marketing loan program is implemented, the USDA must implement a price
support program for the 1990 crop of sunflower seeds and cottonseeds.

- Extends the EEP through FY 1990; raises program ceiling to US$2.5 billion
(although a program in excess of this amount may be conducted under other
permanent legislative authority). Permits USDA to give priority to sales to
countries which have traditionally purchased US agricultural commodities,
and specifies that prevailing market values must be used to determine USDA
compliance with the statutory program floor of US$1 billion.

- Authorizes USDA, in consultation with the State Department, to develop
individual plans under which any country having a large trade surplus with
the United States would be encouraged to purchase US agricultural
commodities for use in development activities in developing countries.

Miscellaneous Trade Law Provisions:

Countertrade: establishes an Office of Barter within the Commerce
Department to provide assistance to companies seeking countertrade
opportunities.

- National security import relief: shortens the time for the Commerce
Department to report (whether an article is being imported which threatens US
national security) from one year to 270 days and imposes a time limit of
90 days for a Presidential decision on whether to take action, and a limit of
15 days thereafter to announce the action.

- Authority to implement the Harmonized System and the new US customs
tariff based thereon from 1 January 1989.

Services:

- The Trade Bill enumerates the principal negotiating objectives of the
United States with respect to trade in services.

a. Countertrade

347. Despite the shorter period under consideration the number of transactions being
concluded on an exchange basis noted by the secretariat has surpassed the number of such
arrangements listed in the last period's report. The reason given in the last report (L/6366,
paragraph 509) for the continued development of countertrade and compensation deals is
also applicable to this period, namely the scarcity of hard currency in certain countries,
the debt burden situation ofmany developing countries and the depressed demand for
certain developing countries' raw material exports. New schemes have been thought out
particularly in connection with the debt situation, such as the debt-to-equity conversions
tied to countertrade arrangements described in the Brazilian case, while a feature of the
recent past has been an increase in the quantity and range of manufactured exports sold
on a countertrade basis by developing countries (e.g. clothing and textiles, vehicles and
parts, construction projects, etc.). Here, a change in existing US trade policy with respect
to countertrade as brought about by the new Trade Bill, may be noted (see previous
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reference). The following new countertrade arrangements have come to the attention of
the secretariat:

348. Algeria/Sudan: In February 1988, Algeria and the Sudan signed a barter trade
agreement for 1988. Algeria is to export to the Sudan agricultural and electrical goods,
electric pumps and gas bottles in exchange for meat, vegetable oils, pulses and untreated
hides.

349. Algeria/Uganda: According to reports in April, Uganda and Algeria signed a
countertrade agreement in January 1988 valued at US$24 to US$30 million. Uganda is to
import petroleum products from Algeria over three years in exchange for coffee, tobacco
and tea.

350. Argentina/China: In May, agreements were reached between Argentina and China,
under which Argentina will export to China, during the next three years, 380,000 tonnes
of tubes and pipes for the petroleum sector and, annually, 120,000 to 150,000 tonnes of
sugar. In return, China will deliver 100,000 tonnes of coal per annum for electric power
plant use.

351. Australia: Australia has introduced new rules for the companies supplying Federal
and State governments. Foreign firms which fall into this category must negotiate offset
transactions with Australian firms when the duty-free price of the purchase or
accumulated purchase exceeds A$2.5 million and imported content exceeds 30 per cent of
this price. The general federal requirement is that offsets be provided at a level of
30 per cent of the imported content of a single or accumulated contract(s). Each state
government has different requirements. Offset applies to imports of electronics, civil
aircraft and motor vehicles. Defence equipment imports are subject to different
regulations.

352. Australia/Romania: Hancock Mining of Australia signed a countertrade
agreement with Romania for the delivery of coking coal over a period of 12 years .
Hancock Mining would be paid with Romanian goods which it would sell through agents.
Two million tonnes of coking coal would be shipped per year between 1989 and 1992, it
then would go up to three million tonnes per year for three years and to four million
tonnes in 1995. The value of the agreement is, reportedly, about. US$370 million. A
similar agreement was signed previously with Hungary (see L/6366, paragraph 512).

353. Brazil: According to reports received in June 1988, Brazil is considering the
possibility of reducing its foreign debts through shipments of merchandise under a
scheme that combines the idea of debt-to-equity conversions with countertrade
arrangements. Under this arrangement, a foreign importer would buy a Brazilian loan
from a bank at a discount which, at present, is about 55 per cent. The face value of a loan
would correspond to the value of the purchase of Brazilian goods. The importer would
then present the debt certificate to the Central Bank of Brazil which would pay the
exporting company the face value of the debt certificate in local currency.

354. China/Japan: In March, Sumitomo Metal Industries (SMI) ofJapan signed an
agreement with the Maanshan Works of China to supply new equipment and expertise on
a countertrade basis. Under the deal SMI will purchase 500 tonnes of vanadium pentoxide
produced at Maanshan and will provide the foreign exchange with which to buy SMI
equipment and technical expertise.

355. Cuba/Congo: It was reported in July 1988, that Cuba and the People's Republic of
Congo have agreed to an expansion of countertrade or compensation trade with each
other. So far, trade between the two countries has consisted of exports of timber by the
Congo in exchange for imports of fish products from Cuba.
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356. Cuba/Uganda: In mid-July Cuba and Uganda signed a US$50 million countertrade
agreement under which Cuba will supply sugar, medicine, paper, motor vehicle spare parts
and building materials in exchange for beans, coffee and timber. In 1987, Ugandan sugar
imports from Cuba amounted to 23,628 tonnes.

357. Czechoslovakia/Sweden: Under an agreement signed between the furniture
manufacturing enterprise of Czechoslovakia, Mier, and IKEA of Sweden, the latter will
export equipment and technology that will be repaid by exports of furniture.

358. EEC(France)/Germany. D.R.: According to reports received in June, SNFA of
France and a company of the German Democratic Republic agreed to exchange French
roller bearings and gear wheel production machinery for a plant in the GDR against a
portion of the output of the plant as part payment for SNFA.

359. EEC(France) /Yugoslavia: The Yugoslav company Jugoplastika and Rondinaud of
France have concluded a five-year agreement for the production of shoes. The French side
will deliver raw materials, production equipment and machinery in exchange for an
estimated 2.5 million pairs of shoes during the period 1988-1992.

360. EEC(Germany F.R)/Yugoslavia: Under a complex countertrade agreement,
reportedly worth about DM 200 million in bilateral trade, Rau of Germany F.R. and
several Yugoslav companies agreed that Rau's agricultural machinery should be produced
in Yugoslavia and that Yugoslav payments may be made either in the form of exports of
agricultural products, or in the form of supplies of parts of the machinery to be
manufactured under the agreement.

361. EEC(Italy)/Soviet Union: A Soviet Union company has signed two barter
agreements with Italian companies exchanging rub 6000,000 worth of hides for the
leather industry against Italian delivery of sausage-making and baking equipment for
small-scale enterprises.

362. EEC(United Kingdom)/Bulgaria: Barter Group of the United Kingdom signed in
May a countertrade arrangement with the Bulgarian Medical Council of Hygiene (MCH)
worth $1.85 million each way for a period of seven years. Barter Group is to supply three
complete dental surgeries to MCH for trials. If these are successful the dental surgeries
will be produced by Bulgaria under licence from the UK manufacturer. The Barter Group
will then export 50 per cent of the Bulgarian production for hard currency which is to be
used to purchase medicines for the Bulgarian foreign trade organization, Maimex.

363. Egypt/EEC(France): It was reported in May 1988 that following approval by the
Minister of Economy and Foreign Trade and the granting of credits by the Egyptian
Central Bank, Egypt and France had signed a countertrade agreement worth $2 million
and which is to be increased to $20 million within one year. Egypt will export fresh and
frozen vegetables and ready-made clothes and its imports will include tin foils.

364. Egypt/Mauritius: On 21 April 1988, Egypt and Mauritius signed a Memorandum of
Understanding on increasing trade and economic co-operation. The Memorandum
includes an agreement on countertrade under which Egypt will export to Mauritius
medicines, chemicals and cotton yarn and import, in exchange, sugar and tea.

365. Hungary/EEC(Germany F.R): It was reported in July 1988 that a West German
company has reached an agreement with an Hungarian Trading Company (Mogurt) to
export a minimum of 500 cars in 1988. As payment, the Hungarian company will export
automobile parts, spark plugs, automobile lamps and instruments.

366. Hungary/Turkey: Since January 1988, according to report, courntertrade seems to
have expanded between Hungary and Turkey because of increased private company
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investment. After five months of operation, over one quarter of the trade between
Hungary and Turkey - consisting of exports to Hungary of textile products and fashion
wear articles, tyres, telephone cables, fruit and raisins in exchange for Hungarian
chemicals, synthetic fibres, machinery and meat, is now carried out on this basis. This
development may be linked to certain features of the Turkish licensing system (see
L/5640/Add.29/Rev.2, paragraph 9).

367. India/Madagascar: The State Bank of India has accepted an offer by Madagascar
whereby cloves from Madagascar may be used on a 50 per cent countertrade basis for the
purchase of TATA vehicles from India. Madagascar will export, under the agreement,
500 tonnes of cloves; half of the value of the cloves will be applied as an offset for the
payment of the Indian vehicles.

368. Israel/Colombia. Argentina: In order to increase its trade with Colombia, Israel
recently signed an agreement with that country to import, during the next four years,
two million tonnes of coal valued at US$100 million. In turn, Israel will export to
Colombia aeroplanes and other products of the aeronautics industry valued at about
US$250 million. Reportedly, Israel is also considering compensation trade arrangements
in order to increase its trade with Argentina.

369. Mexico/EEC(Germany. F.R.): Earlier this year it was reported that Volkswagen of
Mexico arranged for exports of Mexican coffee to Germany, F.R. The reasons given for
this deal are that Volkswagen's exports from Mexico are lower than its imports. In order
to comply with the law demanding that companies present balanced foreign currency
results, Volkswagen acted as agent exporting Mexican coffee. Volkswagen had previously
arranged for similar exports involving crude oil and cocoa.

370. Uganda/Korea. D.P.R.: On 5 June Uganda and the Democratic People's Republic of
Korea signed a protocol on countertrade for 1988-89. Under the agreement, Uganda will
import from Korea cement, machinery, tools and electrical products and will export in
return cotton lint, meat and other agricultural products. The planned trade is valued at
US$28 million, of which US$8 million is earmarked for Ugandan cement imports.

371. United States/China: According to report, the Southwest Energy Resource
Corporation of the United States and China are negotiating a compensation trade
agreement under which 100 locomotives are to be exchanged against imports of Chinese
coal to be used by utilities and power plants. China wants to use the locomotives to
improve transportation in its southwestern coal mining area.

372. Venezuela/United States: The countertrade commission of the Central Bank of
Venezuela, la Comision de Comercio Compensado, has agreed to a countertrade
arrangement under which Venezuela pays for imports of spare parts for tractors from the
United States with exports of sports clothing by the Venezuelan company PR Textil.

b. Bilateral Trade Agreements

373. The new bilateral trade agreements noted by the secretariat during the period
April-August 1988 are listed below. Since there has not been much change in the
economic environment since the previous report (L/6366, paragraph 528) - the pressing
debt burden ofmany developing countries, lack of hard currencies to purchase the goods
they need, problems of access or lack of demand for their goods in developed country
markets, all of which are inter-related - a situation favouring the use of bilateral trade
agreements has continued. As a result, the number of bilateral trade agreements noted by
the secretariat during this reduced period has substantially surpassed the number of such
agreements listed in the previous report (see L/6366, paragraphs 530-546).



C/W/566
Page 75

Argentina - Angola

374. Argentina and Angola signed a trade and economic cooperation agreement in April
1988. Among the provisions, Argentina has granted Angola a credit of US$ 2 million to
finance its exports of canned meat.

Bangladesh - Albania

375. In May 1988, Bangladesh and Albania signed a trade agreement covering
US$8.2 million worth of trade. Bangladesh will export to Albania jute products, leather
and tea and import from Albania cement, coal, brass rods and dried fruit. The two
countries also signed a complementary financial arrangement guaranteeing the trade
agreement

Botswana - Zimbabwe

376. Botswana and Zimbabwe reached agreement on a new bilateral trade agreement in
June. Both countries also renewed their open general licence (OGIL) arrangement.
Zimbabwe imports around US$42 million of textiles and clothing per year from
Botswana.

Brazil-Czecholovakia

377. According to reports received in May and June 1988, Brazil and Czechoslovakia
signed a long-term trade agreement. The agreement is expected to lead both to a more
balanced trade, and provide for its expansion as well as for new forms of co-operation.
Reportedly, bilateral trade should reach US$1 billion by the year 2000, corresponding to
ten times the bilateral trade of 1987. Brazil intends to import from Czechoslovakia
complete plants, hydro and thermal power stations, cement works, diesel engines,
transport equipment and irrigation systems. Czechoslovakia also expects to diversify its
imports from Brazil and import iron ore, coffee, machinery, equipment, computers, food
products and consumer goods.

Bulgaria - Iran

378. It was reported in May 1988 that Bulgaria and Iran had signed an agreement for
mutual trade of US$600 million for this year. Bulgaria will export to Iran materials for
the tobacco industry and import, in return. 2.5 to 3 million barrels of crude oil, cars and
mini-buses, as well as industrial machinery.

Bulgaria- Kuwait

379. In the framework of the trade agreement signed between Kuwait and Bulgaria on
4 May 1978 and the agreement on Economic, Industrial and Technical Co-operation
signed between them on 17 March 1982, both sides signed at the third session of the Joint
Committee for Trade and Economic Co-operation, the agreed minutes of the meeting. An
agreement for mutual promotion and protection of investment. which is to be the basis
for joint investments, is still pending.
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China - Peru

380. China and Peru signed a bilateral trade agreement for a period of three years.
During this period China is to import, from Peru, mining products valued at
US$300 million (copper, zinc, iron ores) and export, in return, machinery, equipment and
spare parts for the mining, electricity and transportation industries. In 1987, Peru's
exports to China amounted to US$30 million f.o.b. and imports, from China, to
US$24.8 million f.o.b.

Cuba --Angola

381. Cuba and Angola signed a trade and co-operation agreement under whose
provisions Angola will ship to Cuba rare sawn-timber and Cuba will export sugar,
medicaments, books and toys.

EEC(Greece) - Albania

382. Greece and Albania signed their first trade agreement in April this year. It is
designed to encourage the exchange of goods and services at local level along the 154 mile
border between the two countries.

Egypt-Jordan
383. It was reported in August 1988 that Egypt and Jordan had agreed on bilateral trade
exchanges amounting to US$250 million for 1988. About US$110 million of the goods to
be traded under the agreement will be exchanged on the basis of countertrade. Jordan is to
supply mostly cement, while Egypt will export aluminium, rice, cotton and textiles.
According to reports, trade is to be increased to US$350 million in 1989.

Egypt - United Arab Emirates

384. According to reports received at the end of July 1988, Egypt and the
United Arab Emirates signed an agreement on trade, economic and investment
cooperation. The agreement on trade calls for the free exchange of industrial and
agricultural products between the two states.

Ghana - Soviet Union

385. On 8 April, Ghana and the Soviet Union signed a trade agreement for 1988/89.
Ghana is to import agricultural, construction and mining-equipment, chemicals and
industrial raw materials. No information was given on Ghanaian exports to the Soviet
Union.

Korea. Rep. of - Taiwan

386. On 25 June the Republic of Korea and Taiwan signed a bilateral agreement intended
to reduce their trade deficits with Japan and to transfer import sources from Japan to each
other. Taiwan's trade deficit with Japan amounted, in 1987, to US$4.9 billion and Korea's
trade deficit with Japan to US$5.2 billion. Bilateral trade for the two countries had
amounted to US$1 billion in 1987; it is expected to reach US$2 billion in 1988 and
US$3 billion in 1989.
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Mexico - Guatemala

387. Mexico and Guatemala signed an agreement for the promotion of bilateral trade
and for setting up a bi-national company to export their products to third countries.
Mexico's imports from Guatemala are presently about 10 per cent of its exports to that
country.

Morocco - Algeria

388. As from 5 June 1988, Morocco and Algeria agreed to open four border posts between
the two countries and to gradually allow the free circulation of goods and people. On
17 May 1988 the two countries resumed diplomatic relations which had been broken off
in 1976.

Romania - Iran

389. Romania and Iran agreed on a four-year trade and economic cooperation
agreement, which foresees an exchange of goods of a value of US$1.18 billion. Under the
agreement Romania will import crude oil and mineral products valued at US$560 million
and other products valued at US$30 million. No details were given as to the Iranian
imports.

Romania - Iraq

390. At the end of the tenth session of the Romanian-Iraqi economic commission on
15 May 1988, the two countries signed an economic, technical and scientific co-operation
agreement.

Switzerland - Soviet Union

391. In April 1988, Switzerland and the Soviet Union signed a protocol on extending
their agreement on developing economic, industrial, scientific and technological
cooperation.

Tunisia - Saudi Arabia

392. On 9 March, according to reports received in April, Tunisia and Saudi Arabia
signed a bilateral trade agreement which, as an amendment to their trade agreement of
1965, will lead to the total removal of customs tariffs on food products from either
country, and the partial removal of import tariffs on some industrial products.

Turkey- Libya

393. Turkey and Libya aimed to expand their mutual trade as stated in the Protocol of
the Joint Economic Commission, signed in June 1988. All payments resulting from
economic and commercial transactions will be carried out through the special account
which was set up according to the Banking Arrangement signed by the Central Banks,
respectively. For constructions projects, Libya will settle outstanding debts with Turkey,
through cash payments from the special account. Moreover, the amount of petroleum to
be imported from Libya is determined according to the provisions of the agreements which
exist between the institutions concerned of the two countries and payment will be made
from this special account.
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Turkey.- Soviet Union

394. According to the Natural Gas Agreement between Turkey and the Soviet Union,
Turkey pays the total value for its imports of natural gas from the Soviet Union in
convertible currency through credit accounts. For the first three-year period, the
Soviet Union will allocate 70 per cent (subject to further increase) of its revenue for
imports from Turkey based on the list of goods previously agreed upon between the two
countries. Similarly, the Soviet Union's imports from Turkey are realized in convertible
currency.

Uruguay - Soviet.Union

395. According to reports received in May, Uruguay and the Soviet Union signed an
agreement for the expansion of their mutual trade from US$40 million in 1987 to US$ 80
million for 1988. Further target increases are noted for the succeeding three years; the
US$ 100 million limit is to be passed in 1989. Most of the trade is to be conducted in the
form of compensation trade. The Soviet Union will export to Uruguay a minimum of
300,000 tonnes of petroleum, buses, machine tools, electrical products, tractors, paper
products and chemical products. In exchange, Uruguay is to provide wool, clothing, milk
products, citrus fruit, cereals and oil seeds. Uruguay has traditionally had a trade surplus
with the Soviet Union which, in 1987, amounted to US$35 million.
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IX.ProspectioveTradePoliey Developments

396. This section contains information about a number of initiatives and proposals
currently under examination. It notes that the President of the United States has vetoed
the Textile and Apparel Act of 1988 which has been referred to in previous issues of this
document and that consultations are being held in the European Communities on future
policies to control state aids to industry. It refers to proposals for talks involving the
European Communities, Korea, Rep. of and Japan to restore order to the shipbuilding
market. Other items relate to proposals for the creation or further development of the
regional groupings: the unification of the market of the European Communities by 1992,
the implementation of the United States-Canada Free-Trade Agreement, and the
possibility of further regional arrangements. Other items relate to bilateral issues, in
particular to proposals relating to conditions of market access.

397. Australia: The Australian Government has received a report from the Steel
Industry Authority regarding the steel industry plan. The report is currently under
consideration by the Government.

398. Australia/Japan: In July, the Australian and Japanese Prime Ministers agreed to
set up a high-level study group to study the implications - for their countries and for the
Asia/Pacific basin - of the current trend for establishing or proposing regional trading
arrangements.

399. Canada: The Federal Government will amend the legislation (Bill C-130) to
implement the US/Canada free trade agreement to make it clear that fresh water exports
to the United States are excluded from the agreement, according to the Canadian
International Trade Minister on 28 July. Changes will also be made to eliminate the
clause in the bill that would allow the FTA statute to override any other existing piece of
Canadian legislation. The water amendment indicates that "for greater certainty" only
Article 401 of the agreement applies to water. Article 401 eliminates tariffs on bottled or
mineral water. The amendment defines water as "natural surface and ground water in
liquid, gaseous, or solid state, but does not include water packages as a beverage or in
tanks."

400. The Ontario Government has introduced three additional pieces of legislation
aimed at enforcing provincial jurisdiction over issues covered by the United States-
Canada free-trade agreement. Two pieces of legislation were introduced on 27 June 1988.
One would limit electricity exports to the United States and set export prices higher than
those charged to Canadian consumers. The second would establish a 12-year restructuring
plan for the province's wine industry to make it more competitive with American and
European producers. The third bill, introduced on 29 June 1988, would prohibit the
export of fresh water to the United States (see previous paragraph).

401. Chile/United States:Chile and the United States consulted on 30 June 1988,
regarding US legislation requiring that grape exports to the United States be subject to
quality control standards under the so-called "marketing order" and that compliance with
these standards was now required up to 35 days prior to 20 April of each year, for three
years starting from 1989 (L/6324).

402. EEC:Reportedly, the European Communities plan to withdraw GSP tariff
concessions for 64 textile products exported by Hong Kong, the Republic of Korea, China
and Macau. According to new proposals, the EEC's generalized system of preferences (GSP)
for 1989 will not apply to 30 textile products exported by Hong Kong, 14 from China and
four from Macau. The cancellation of concessions on 16 Korean products is only
technical - their GSP privileges are already suspended by the EEC as a result of a dispute
over adequate protection of intellectual property rights (see L/6366, paragraph 334)
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403. The European Commission requested the Council of Ministers in May 1988 to enter
into negotiations with the United States with a view to concluding a co-operation
agreement in the wine sector. Such an agreement would allow US wines, produced by
procedures allowed in the US but forbidden in the Community. In 1983 the US obtained
exemption from EEC wine rules and the Commission now wants to make this derogation,
which expires on 26 July 1988, permanent.

404. European Commission officials are consulting with member States on future
policy to control state aid to industry, the Competition Directorate disclosed on
4 July 1988. On the agenda for discussion will be the initial findings of the State Aids
Task Force. Established in 1985, the task force was directed to prepare an inventory of all
state aids granted within the European Communities. It already has found that most EEC
governments spend more on aid than they receive in corporate taxes. A preliminary
report on the task force's findings expressed state aid in all its forms - including grants,
interest subsidies, and loans - as a common grant equivalent and categorized the
assistance according to purpose, sector, and other criteria. The task force also examined
trends and developments in state aid from 1981 through 1986. Provisional results reveal
that, in 1984, state aid in the European Communities totalled US$106 billion, or
3 per cent of gross national product, representing an average of 9 per cent of public
expenditures. The most heavily-aided sectors are agriculture, railroads, and coal. In the
manufacturing sector, state aid represents over 6 per cent of value added and totaled
US$56 billion in 1986.

405. According to reports in late July 1988, the European Cornmission is in the final
stages of drafting wide-ranging proposals to tighten up rules on state aid to the car
industry, scrap bilateral import restraints between individual EEC countries and Japan,
and abolish technical barriers to free trade in that sector. The details will be part of the
overall paper, expected to be adopted as official policy by the Commission this autumn.
The draft paper on the industry proposes, inter alla, that governments get advance
clearance from the Commission for all individual state grants to the automobile industry
where the total investment Is worth more than a fixed minimum, which will reportedly be
between ECU 9 million and ECU 15 million. This contrasts with the present practice of
giving blanket clearance to general national aid schemes for less developed regions.
Automobile manufacturers would also be denied all forms of operating aid or subsidies for
current expenses. Other kinds of state-aided investment, such as in energy saving or
restructuring would be allowed, so long as they do not distort competition. With regard to
trade, the Commission should negotiate an EEC-wide import stabilization agreement with
Japan valid until the end of 1992 under which the number ofJapanese cars sold in the
Community would be frozen at current levels - just over 1 million cars annually, or
9.5 per cent of the market - to protect EEC car makers while they adjust to the ending of
internal market barriers in 1992. In return, there would be an immediate end to the
varying forms of restriction on Japanese cars, including bilateral restraint arrangements
entered into by France, Italy, Portugal, Spain and the United Kingdom.

406. The European Commission has proposed, in July, a scheme to subsidize interest
rates on loans to purchase EEC agricultural goods by developing countries. Along with the
proposal, the Commission submitted an accompanying plan, which would also have to be
approved by the Council of Ministers, that would set limits on EEC member States'
freedom to provide export financing for agricultural purchases in general and could be
viewed as a positive step in the direction of greater discipline. The Commission proposed
to limit credits to a maximum of 180 days, to ban discounts, and generally to prohibit tied-
aid, by which countries grant aid with the proviso that it be used to purchase needed
products from them. Because this stricter discipline could mean higher costs for
developing countries, the Commission proposed the creation of a US$84 million fund to
provide interest subsidies on all agricultural purchases. It also proposed to introduce a
"grace period" during which no interest would be paid as well as an extension of the 180-
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day credit limit for developing countries. The aid would be available for all EEC
agricultural commodities. The combined impact of the proposals represents a grant of up
to 35 per cent of the total credit, which, in effect, means that these countries will be paying
one-third less than the world price for their purchases from the EC.

407. Outlines that are now being developed to guide EEC trade policy after 1992 were
made public by the European Commission in July 1988. Reportedly, there are three main
considerations. First, that the single market would not lead the EEC into actions that
conflict with its international obligations under the General Agreement on Tariffs and
Trade. Second, that the expected economic advantages of opening up the European
market - in areas where no international obligations exist (eg. services) - would not be
extended automatically to third country trading partners: reciprocity should be
demanded in return for such increased access. And third, there would be a small hard core
of areas such as motor vehicles, imports from certain East European and developing
countries, and textiles, where import restraints would have to continue. The latter would
necessarily have to be handled on a Community-wide basis after 1992, instead of at
national level as they have until now, as no national barriers to trade within the EEC
would be allowed to apply after that date.

408. EEC/JaDan: Japan and the European Communities signed an outline accord to
open up competition and improve prices in the world's heavily loss-making shipbuilding
industry. The agreement reportedly reduced the likelihood of the European Commission
carrying out its threat (see L/6366, paragraphs 554-5), to charge punitive port duties on
Japanese vessels sold at what it claims are unfairly low prices. The five point accord says
that the two sides agree:

- that the grave situation in world shipbuilding, characterized by persistent
overcapacity, government subsidies and prices falling below profitable levels,
demands particular attention;

- to work together for the "common objective of urgent improvement of the
market situation", especially with a view to clarifying the basis on which
prices are set, helping to restore prices to profitable levels:

- to hold regular meetings to decide on how to bring these about;

- to invite other shipbuilding nations - mainly the Republic of Korea and
Finland - to join in the accord; and

- to allow Japan to reduce its export credits for shipbuilders closer in line with
market rates.

409. The EEC Foreign Ministers have endorsed the Commission's proposals for trade
talks with Japan on such matters as the unsolved problems of market access for motor
vehicles and medical devices, as well as the monitoring of Japanese commitments to
liberalize cosmetics imports. In noting the recent US/Japan agreement on the
participation of foreign companies in Japanese public works projects, the Ministers
stated that they expected EEC suppliers to be accorded fair and non-discriminatory access
to infrastructural improvement projects (L/6366, paragraphs 552-3).

410. EEC/ Korea. Rep, of: Issues to be the subject of discussion at the proposed high-level
talks in Seoul between the European Communities and the Republic of Korea from 13-
16 September include: EEC allegations that its companies are facing unfair trade barriers
(high tariffs, trading licences and a restrictive import surveillance system); inadequate
legal protection for copyright infringements for EC companies' patents compared with
that afforded to the US; and, reducing Korea's export targeting of the EC's consumer
electronics sector through artificially low prices. Among Korean concerns: recently
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sanctioned import controls on footwear in France and Italy which the Commission is
reportedly considering extending to the whole community; the high provisional anti-
dumping duties (up to 29.2 per cent) imposed on Korean exports ofVCRs to the EEC, etc.

411. Japan: On 31 May 1988, Japan's Ministry of International Trade and
Industry (MITI) called on 301 leading Japanese companies to increase their imports in
FY 1988 as part of the country's drive for import expansion (see also Section XI). MITI
statistics show that the 301 firms imported US$44.5 billion in manufactured goods in
FY 1987, which ended on 31 March, an increase of 38 per cent from FY 1986. The
companies accounted for 60 per cent of the US$73.9 billion in manufactured goods
imported by Japan in 1987.

412. The Japanese Diet (Parliament) is to debate proposals, by a committee for research
on taxation system problems and related matters, which include provisions for a reform
of the country's system of alcohol taxes. The liquor tax system had been the subject of a
GATT panel report in November 1987 that recommended that Japan revise its liquor tax
structure, saying that a part of the system (i.e. ad valorem duty, the "class" system, and
other features) was not in conformity with Article III of the General Agreement, providing
for the non-discrimination application of taxes (see L/6366, paragraph 484).

413. Japan/Korea. Rep f: Business representatives of the two countries have been
discussing the monitoring of Korea's decision to implement voluntary restraints on
knitwear exports to Japan (see Section I: Textiles).

414. Korea. Rep. of: The Economic Commission advising the President published, at the
beginning of September this year, an interim report on the restructuring of the economy.
The recommendations focus on further internationalization, reduction of government
control over industry and agriculture, liberalization of imports and the deregulation of
the financial market. The President is expected to decide on the report's recommendation
before the end of the year.

415. Korea. Rep. of/Japan: Korean and Japanese officials met in Seoul in mid-
June 1988 to discuss the European Commission's suggestion (see Section ...) for restoring
some order to the shipbuilding market. At the meeting between representatives of
shipbuilders of both sides (representing some 70 per cent of the world market) an
agreement was reached on the following points:

- to make a special joint effort to maintain a reasonable balance between
supply arid demand for new ships and help in re-establishing standard
prices;

- to take into consideration recent EC Commission proposals that urgent
measures are necessary to adjust pricing policies and favour a "healthy"
world market;

- to work openly towards technological development on a long-term basis to
the benefit of all.

416. Previously, on 23 March 1988, the European Commission presented the Council of
Ministers with a Communication on the EEC's shipbuilding industry. It revealed that the
share of Community shipbuilders in world ship production had fallen dramatically while
production by Japan, and Korea had risen dramatically. The Commission concluded that
it was of the utmost importance to reach an agreement with Japan and Korea in an effort
to stabilize the world market. The Commission was, reportedly, also in favour of a
mechanism in the form of a levy on ships unloading or loading in EEC ports, which have
been purchased at artificially low prices from a non-EEC shipbuilder, as a protective
device in order to facilitate such restructuring.
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417. New Zealand/EEC: During the period under review, there were discussions between
New Zealand and European Commission officials regarding proposals for revised import
tariff quotas for New Zealand butter beyond 1989 and, as well, permissible levels of
sheepmeat from New Zealand. At present and until the end of the year, a voluntary
restraint agreement limits deliveries of New Zealand sheepmeat imports into the
Community to an annual ceiling of 245,000 tonnes (a total which has not actually been
approached for some years). Imports, of New Zealand butter under the tariff quota, may
not currently exceed 74.000 tonnes.

418. New Zealand/United States: New Zealand has requested consultations with the
United States regarding new regulations affecting the importation of live sheep. In June
this year the US Department of Agriculture's Animal and Plant Health Inspection Service
(APHIS) issued regulations in response to first-time imports of live sheep from
New Zealand. The regulations created rules for the private quarantine of all live sheep
entering the country from any source, as well as a special protocol for sheep from
New Zealand. Consultations are scheduled for 14 October 1988 (see also L/6366,
paragraph 568).

419. United States: The voluntary restraint arrangements negotiated by the
US Administration since 1984 with 19 countries and the European Communities, as well
as the legislation authorizing the enforcement of the US steel programme, are scheduled
to expire in September 1989. Although the steel industry in the US - and the world over -
is currently experiencing an upturn in demand and profitability, some analysts forecast a
cyclical downturn in 1989 if the restraint arrangements are allowed to expire as
scheduled. Major US steel producers are already campaigning for an extension of VRAs
and are threatening to file further unfair trade suits against foreign competitors if the
quotas are not extended. It may be noted that over the past three decades, the US steel
industry has sought more relief through US trade laws than any other industry, filing
more than 300 anti-dumping cases in the 1960's and nearly 100 anti-dumping and subsidy
cases in the 1980's, mainly against EEC producers. The VRAs were introduced as a
mutually agreeable alternative to pending or imminent litigation by the US industry
against dumped or subsidized imports. The goal of the quota arrangements was to reduce
the share of steel imports in the US market to about 18.5 per cent. Semi-finished steel
imports were to be limited to 1.7 million tons per year. The American Iron and Steel
Institute, the industry's trade group, says that the current steel programme has been
successful, having brought imports down from 26.4 per cent in 1984 to 21 per cent last
year. However, it contends that this trend would be reversed if restraint arrangements are
allowed to lapse, and they would be forced to compete against subsidized imports.
Opposing an extension of VRA's are steel importers and consumers who point to shortages
and price increases. Analysts believe that a renewal of VRAs would be difficult because of
the industry's improved performance. Given the low value of dollar and the industry's
restructuring, steel importers will find it difficult to compete with domestic producers.
Anticipating a continued strong competitive position, several large US steel producers are
reportedly moving to increase exports to the highest level in years. Some have re-opened
their export subsidiaries which had been closed down for several years.

420. The US Administration has outlined a proposal to the House Ways and Means and
Senate Finance Committees for a new customs service user fee system. Under the new
system, fees would be charged according to the type of import transaction. At present, a
flat 0.17 per cent fee is levied on the value of each importation. The present US
arrangement is not in conformity with the General Agreement, according to a finding last
year by a GAIT panel adopted by the Council (see L/6366, paragraph 502).

421. Despite a small slackening off in imports of non-rubber footwear for the twelve
months ending March 1988, US shoe manufacturers have renewed their call for import
relief, according to reports in May. Four-fifths of the domestic market is accounted for by
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imports. The Association of Footwear Industries of America renewed Its plea to Congress
to vote favourably on the Textile and Apparel Act of 1988 which would freeze imports at
1987 levels; the Administration as well as importer associations continued to campaign
against the Bill. The Bill was passed by both Houses of Congress in September and vetoed
by the US President on 28 September 1988 (see L/6205, paragraphs 150-153).

422. United States/Argentina: On 10 August 1988, the US Pharmaceutical
Manufacturers' Association (PMA) filed a petition under Section 301 of the 1974 Trade Act
protesting Argentina's failure to protect pharmaceutical patents. The USTR has agreed to
investigate the complaint. Also, on 14 September 1988, the Rice Millers Association filed
a complaint alleging unfair trade practices due to Japan's rice policy. Under the new trade
law, the USTR has 45 days to decide whether to initiate an investigation; if accepted, then
it must make a determination within 18 months.

423. United States/Brazil: According to a White House announcement of 22 July 1988,
the US Administration is considering imposing import restrictions on items drawn from
a list of about US$200 million worth of Brazilian exports to the United States in response
to Brazil's failure to provide adequate patent protection to honour American
pharmaceutical and five chemical patents (the list of products was published in the
"Federal Register"). The sanctions would apply until Brazil modified its position. Friction
over Brazil's refusal to provide patent protection for pharmaceutical and five chemicals
has been a case of dispute for years. It came to a head after the US Phannaceutical
Manufacturing Association presented a petition under Section 301 of the 1974 Trade Bill
alleging that Brazil's lack of patent protection amounted to an unfair trade practice.
Brazil has stated that the intention to impose unilateral import restrictions disregarded
both the provisions of the GAFL and the US acceptance of the Standstill Commitment at
the beginning of the Uruguay Round in September 1986. Brazil, in arguing that even the
publication of the list of products to be sanctioned was trade inhibiting, because
companies were reluctant to conclude contracts when tariffs could change with
retaliation, has requested consultations with the United States under Article XXIII: 1 (see
L/6386). The United States has indicated, in response to the Brazilian request, that
consultations are premature since the US has not decided to impose restrictions but is
merely considering the possibility.

424. United States(ITC): A study of the feasibility of a United States-Japan free-trade
pact has officially begun, the International Trade Commission announced on
23 June 1988. The study was requested by the Senate Finance Committee. The study,
being done under Section 332(g) of the Tariff Act of 1930, will summarize the views of
recognized authorities on US-Japan relations on the implications of entering into
negotiations with Japan. In addition, it will examine the impact of the removal of tariffs,
barriers to investment, trade in services and intellectual property. On 5 August 1988, a
ranking member of the US Senate Finance Committee introduced legislation directing the
President tc negotiate a comprehensive free trade and economic agreement with Japan by
1990.

425. According to an August statement, the Japanese Government has begun
consideration of a possible free trade agreement with the United States as well as the idea
of a free trade arrangement on a larger scale to include other Asian and Pacific countries.
Its findings, reportedly, would be completed around March or April 1989 (see also L/6366,
paragraph 560).

426. Trade in tropical products will be investigated by the International Trade
Commission (ITC) under Section 131(b) of the 1974 Trade Act. The examination, begun at
the request of the US Trade Representative's Office, will look into the probable economic
effect of the staged elimination of US duties on tropical goods that are also produced in the
United States. The articles being considered for tariff elimination are certain coffee
products, cocoa products, teas, spices and essential oils, cut flowers, tobacco, rice, tropical
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roots, bananas and banana products, and tropical woods and rubber. The Commission is
expected to complete its findings by 31 October 1988.

427. United States/Japan: According to reports from Washington, the United States
and Japan have reached an agreement designed to open the Japanese market to a variety
of consumer goods. The initiative announced by the US Commerce Secretary and Japan's
Minister of International Trade and Industry (MM), is expected to lead to a substantial
increase in consumer exports to Japan. Initially, the agreement calls for increased access
by Japanese consumers to US sporting goods, leisure products, furniture, jewellery,
processed foods and pet food. However it is also hoped this list will be expanded to include
an array of US-manufactured consumer goods. (In 1987, the US exported to Japan
US$204 million worth of sporting goods and leisure products, along with US$33.7 million
worth of furniture.)

428. The latest session of talks on the implementation of the market access provisions
of the US/Japan semi-conductor agreement of 1986, between the US Semiconductor
Industry Association and the Electronic Industries Association of Japan, ended without
agreement in Tokyo on 3 June 1988. The talks ended after a two-day summit of
electronics industry executives from the United States and Japan failed to yield progress.
One of the aims of the agreement is to increase foreign chip producers' share of the
Japanese market; however the foreign-based producers' share of the market still stands at
around 10 per cent, the same level as when the agreement took effect. The intent was for
the foreign-based market share to rise toward targets of between 12 and 14 per cent by
1988 and 20 per cent by 1991. In a related development, the US refused to lift the
remaining punitive tariffs (circa US$165 million) imposed against selected Japanese
products in retaliation for alleged breaches in the 1986 agreement (see also L/6366,
paragraph 175).

429. On 14 September 1988, the US Rice Millers' Association filed a formal unfair
trading complaint with the USTR regarding Japan's rice import policy. Japan, while twice
reducing the internal farm support price for rice in recent years, has stated that, as rice
has a special position in Japanese culture, there would be no changes in policy with
respect to rice imports. The USTR has 45 days from the date of filing to decide on whether
or not to accept the petition.

430. United States/Korea, Rep of: On 27 April 1988, after several years of negotiations,
the Wine Institute and the Association of American Vintners filed a Section 301 case
against the Republic of Korea for its quotas and tariffs on imported wine. The wine
makers' Section 301 petition lists four main barriers to trade. The Republic of Korea
imposes a 100 per cent ad valorem tax on wine, which is then further magnified by as
many as half a dozen more internal taxes that are also applied, the petition said. The
second barrier is a quota. Along with the Korean. distribution system, this effectively
restricts US wine producers from the market or from developing their market potential.
Moreover, the quota only applies to red and white table wines. Sparkling wine, wine
coolers, brandy and dessert wines and non-grape based wines such as ciders are still
completely prohibited in the Republic of Korea. Lastly, other restrictions (label and
packaging requirements, certification procedures, licensing and distribution restrictions
and business capitalization requirements) imposed by the Korean Government act as
barriers to US wine exports. The USTR announced on 13 June 1988 that it would carry out
an investigation.

431. United States/United Arab Emirates As a result of a rapid build up of
exports, the UAE, a new supplier to the American market since mid-1987, has been asked
to consult with the US Authorities. The decision on 27 June to call for consultations was
made by a US inter-agency committee in the light of recent statistics detailing the sales
surge.
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X. Moments in Exchange Raties

432. The main points of interest during the reporting period concerned the strength of
the US dollar after having touched a low point against most of the major hard currencies
at the end of 1987, the new US Trade Law's enumeration of US objectives with respect to
exchange rates and economic policies, and the Economic Declaration that was published
at the end of the Toronto Summit meeting.

433. Two charts have been included in order to illustrate the effects of exchange rate
movements on international competitiveness. The graphs depict the trend in real
effective exchange rates for a number of key currencies plus five selected developing
countries. The real effective exchange rate (which is derived from the trade-weighted
index of the bilateral exchange rates between the domestic currency in question and the
currencies of its major trading partners, adjusted for differences in inflation rates
between the domestic economy and those same trading partners) has been chosen as it
represents the most accurate readily available measure of changes in a country's price
competitiveness against its trading partners as a group.

434. The dollar's rise, reversing the drop that had begun in February 1985 stemmed, in
large part, from the improvement noted in the US trade balance as well as positive
perceptions regarding the better than expected growth registered in the US economy in the
first two quarters of 1988. Since 31 December 1987, the dollar has appreciated against the
yen and the deutschmark by 10 and 3 per cent, respectively. The dollar's real effective
exchange rate has also appreciated since May 1988, as can be seen in Chart I. Central
Bank's intervention has been largely reduced with respect to the preceding period; when it
occurred, it was mostly to prevent the appreciation of the US dollar in a clear effort to
show to the markets the existence of a consistent exchange rate agreement among the
major countries (although Group of Seven members still do not favour publishing their
reference ranges - broad target zones - for exchange rate parities amongst themselves).
The deutschmark showed a modest decline in the first half of the year despite F.R.
Germany's continued low inflation and a large current account surplus. The
Deutschmark's decline has also taken place In its real effective exchange rate since
November 1987 (Chart 1). On the other hand, since the beginning of 1988, the yen
depreciated by approximately 11 per cent against the dollar, while Japan's gross national
product performed at Its fastest rate in 10 years in the first quarter of 1988 (11.3 per cent
on an annualized basis against 6 per cent in Germany F.R.). Since May 1988. the yen's
real exchange rate has shown a depreciation of more than 5 per cent (Chart I).

435. The US Trade Bill, in a separate section entitled "Exchange Rates and International
Policy Co-ordination", spells out US policies on exchange rates and international
economic policy co-ordination. It requires the US to hold multilateral talks with other
major nations to improve both co-ordination of economic policies and existing
mechanisms for stabilizing exchange rates. In addition, the President is required to
negotiate with major industrialized countries to seek more appropriate and sustainable
levels of trade, current account. balances and capital flows, and exchange rates of the
dollar and other currencies consistent with such balances. Furthermore, the Trade Bill's
provisions require that whenever, in the course of negotiating a trade agreement, the
President is advised by the Secretary of the Treasury that a country - with a significant
trade surplus with the US and material global current account surpluses - is manipulating
its exchange rate vis-A-vls the US dollar - either for the purpose of preventing effective
balance-of-payments adjustment or in order to obtain an unfair competitive advantage -
then the President must initiate exchange rate negotiations with that country on an
expedited basis (see also Section VIII and L/6366, paragraph 611).
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436. As noted in previous reports, basic differences of view concerning the real
contribution that can be expected from exchange rate policies to the correction of trade
imbalances continue to be unresolved.

437. The main points of the Toronto Summit of the Group of Seven are summarized in
the final paragraphs of this Section.

438. It should be noted that the following references to officially announced changes in
foreign exchange parities only concern those cases 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/6366, Section X,
pages 146-149). 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 XVIlI:B of the GA7IT.

439. Dominican Republic: On 24 June 1988, the Central Bank ordered the closure of
foreign exchange bureaux and urged the Government to prevent the unofficial sale of
US dollars, in a bid to control the country's exchange rate system and the
disproportionate rise of the US dollar. The Central Bank later announced that, from
27 June 1988, the official rate would be fixed at US$1 = 6.43 pesos.

440. Ghana: According to report in August the Bank of Ghana has announced new rules
governing the use of foreign exchange for imports, retention accounts of exporters, service
earnings by residents in the country as well as remittances and service repayments.

441. Quatemala: The Government unified the exchange rate system on 24 June 1988 and
fixed the official exchange rate at US$1 = 2.70 quetzales.

442. Iceland: On 6 May 1988 Iceland devalued the krona by 10 per cent against a basket
of currencies: Iceland had previously devalued on 6 February 1988 (see L/6366,
paragraph 598).

443. Mexico: Mexico will freeze the peso's exchange rate for a further three months,the
Government announced on 22 May 1988, a move intended to ensure slower inflation and
continuing import growth. The peso, as part of an anti-inflation "pact" that also includes
a freeze on most consumer prices, has been held unchanged since March at 2,241 to the
dollar at the official "controlled" rate used for foreign trade. The pact is to be extended
through the end of August, the Government announced in late May (see also L/6366,
paragraph 600).

444. Nicaragua: The Central Bank announced that the cordoba has been devalued by
10 per cent with the official exchange rate established at 11 cordobas to the US dollar as
from 15 April 1988. The Bank stated that this was in line with the Government's decision
to have a flexible exchange policy, allowing for periodical adjustments to prevent the
over-valuation of the Nicaraguan currency. On 25 June 1988, for the second time in one
week, the Central Bank and the Government agreed to devalue the cordoba by over
50 per cent against the US dollar in the parallel market, according to official sources. The
new exchange rate has now been fixed at US$1 = 210 còrdobas, but the official rate
remains at US$1 = 80 còrdobas (see L/6366, pragraph 601).

445. Paraguay: On 4 July the Governmert d the Guarani by 25 per cent against
the US-dollar. The official rate is now 400 A' for certain imports and payments on
the foreign debt (previous rate 320). The comnercial rate is 550 g/ 1 US$.
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446.Peru: In June 1988, the Peruvian Government reduced its multiple changene rate
system for foreign trade from eight rates to five. Three of the lowest subsidized rates for
imports were eliminated. The two rates for exporters were also adjusted upward. The
measures were regarded as preliminary steps towards broad economic adjustment
(L/6366, paragraphs 602-3).

447. Trinidad and Tobao: On 17 August, the Government unveiled an austerity
programme which included a 15.3 per cent devaluation of the currency. The exchange rate
is now US$1 = Tr$4.25 (previously Tr$3.6). The last devaluation - of 33 per cent - was in
December 1985 (see also L/6366, paragraph 606).

448. Uganda: Effective 1 July, Uganda devalued its shilling by 60 per cent to
Sh 150 = US$1 (previously SH 60 = US$1).

449. Yugoslavia: Yugoslavia launched, on 28 May, an austerity programme which
included a devaluation of the dinar by 23.9 per cent against the dollar (19.3 per cent
against a basket of seven Western currencies) and the removal of controls from 40 per cent
of imports and 60 per cent of prices (see Sections III and V).

450. Zaire: At the end of March 1988, ZaYre's currency was devalued by 10 per cent to
Zaire 162 to the US dollar.

451. Other

452. China: According to reports received in July, China intends to ease itsIforeign
exchange controls in order to permit State companies to utilize the foreign exchange they
earned for the expansion of their import and export business.

453. GroupofSeven : After their meeting in Washington on 13 April 1988, the Finance
Ministers and Central Bank Governers. inter alia:

- reaffirmed the police directions and commliments;set forth in their
statement of '22 December 1987 (see 1/6E366, paragraph. 608):

- agreed to inclulde a commoditypriceindicaterintheset of indicatorsused for
mullilateral surveillance and to give greater alientince to structural reformsin
increase economic flexibility.

- (called upon theauthorities of certain newlyindustrializedcountries to except
greater responsibilily for ensuringan open trade and paymentssystem and
correcting global payments imbalancesand

- reiteratel thetr support for the current case-by-case debt strategy and their
opposition to global debtp-lbngivericss 1)roposais that. transfer risks from the
private sector to international institlltions or creditor governments (see
L/6366, paragraphs 608-609).

454. Group of Seven/EEC( Canada. France. Germany F.R. Japan. United Kingdom: On
21 June 1988, after their annual meeting in Toronto, the leaders of the Group of Seven.
countries and the President of the EFC Commission agreed, inter alia In their Economic
Declaration:

- both to aim at integrating structural policies into their economic co-
ordination process, and to add a commodity price indicator to the existing
economic Indicators used to assess policies and performance:
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- they also endorsed the view that excessive exchange rate fluctuation could
damage growth prospects in the world economy;

- they supported a framework approach towards the reform of agricultural
trade in the context of the Uruguay Round, including a device for the
measurement of farm support and protection;

- on rescheduling official debt of the poorest countries within a framework of
comparability allowing creditors to choose options consistent with their legal
or budgetary constraints, they also welcomed the debt relief initiatives taken
by a number of creditor governments in favour of the poorest countries
(Canada cancelled Can$700 million of African debt last year; France intends
to write off one-third of its loans over 10 years at a cost of FF 0.8 billion a
year; West Germany has already written off DM 4.2 billion over the past years
and is writing off another DM 2.3 billion; Japan has included in its latest aid
package (see Section XI) US$5.5 billion of grants to enable certain least-
developed of the developing countries to repay their debt to Japan, thus
circumventing a law forbidding straight write-offs; the United Kingdom has
already waived around US$1.8 billion).
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XI Tade-Related Developments in Other Fields

455. Among the main points referred to in this Section are: the new five-year Japanese
plan "Economic Management within a Global Context (FY 1988-1992)": market
deregulation by the EC and New Zealand with respect to the telecommunications sector;
the preliminary ruling by the European Court of Justice upholding the EC's right to take
legal action against non-EEC companies for "anti-competitive" policies that negatively
affect the Community's market; Japan's agreement to open up its construction market to
foreign firms; the EC's ending of restrictions on capital movements within the
Community's eight Member states by mid-1990; and the ratification by Cuba which
brought the number of signatories beyond the required two-thirds pledged capital for the
UNCTAD's Common Fund on Commodities to become operative.

456. Brazil: The Brazilian Constituent Assembly has formally drafted and approved a
new Constitution which will be promulgated at the beginning of October. Provisions of
external interest among the 245 Articles deal with the concept of a "Brazilian" company as
one whose majority capital must be domestically held. Brazilian companies meeting such
a norm may enjoy privileged access to finance, operate exclusively in key strategic sectors
and, as well, be given preferential treatment in contracts.

457. Brazil/IBRD/IMF: A preliminary agreement (expected to be finalized by mid-
September) was reached on 21 June 1988 between an international bank advisory
committee representing more than 700 creditor banks and the Brazilian Government,
involving, inter alia,

- a record $63.6 billion debt rescheduling (equivalent to 94 per cent of Brazil's
medium and long-term commercial bank debt) over 20 years, with an eight-
year grace period;

- $5.8 billion in new long-term funds (mainly in co-financing with the IBRD
and partly dependent on the IMF's evaluation of Brazil's economic progress) to
cover the country's external financing needs for the period 1987 to the first
half of 1989;

- the renewal for another two-and-a-half years of bank credit lines totalling
about $15 billion;

- a more favourable interest spread than under previous arrangements.

The package also offers banks an extended range of options to encourage participation.
Once the agreement is effective, Brazil will formally end an interest moratorium on
medium-term foreign bank debt declared in February 1987 (see L/6205, paragraph 391).

458. EEC: On 20 May 1988, the Commission formally notified member Governments
that the EEC telecommunications terminal market (estimated at ECU 9.5 billion) will be
liberalized with full effect from the end of 1990. As from that date, national authorities
will no longer have exclusive rights with regard to the supply of telecommunications
equipment.

459. In May, the European Court of Justice upheld - In a preliminary opinion - the
European Communities' right to take legal action against non-EEC companies, in a ruling
that could have broad implications for EEC policy. The case concerns wood-pulp
producers from the United States, Canada and Finland that were appealing price-fixing
fines levied on their exports to EEC manufacturers by the European Commission in 1984.
The producers said the EEC had no right to interfere in the business of companies outside
the 12-nation bloc; most of the companies do not have subsidiaries in Europe. The ruling
stated that the Communities should base its legal authority on the so-called "effects
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doctrine". This principle, based on US law, would allow the Communities to intervene in
non-EEC companies if it could prove their anti-competitive activities had a "direct,
foreseeable and substantial" impact on the EEC. The "effects doctrine", which the EEC has
never applied before in its efforts to uphold free competition, could have a far-reaching
impact because - according to legal opinion - it raises the question of the scope of the
Commission's authority over third-country suppliers of raw materials to EEC industry
(for a related matter concerning Article 85 of the Rome Treaty, see L/6366, paragraph 616).

460. EECfGreece. .Ireland. Portugal. Spain): European Community Finance Ministers
approved legislation on 13 June 1988 that would end all restrictions on capital
movements by 1 July 1990, in eight of the EC's 12 member States. Spain, Ireland,
Portugal and Greece have until the end of 1992 to remove limitations on capital flows
under the legislation, although the latter two were given the possibility of postponing
implementation until the end of 1994. The legislation will permit banks to offer the full
range of financial services throughout the EEC and allow Community residents to open
private accounts in all member States. Currently, only capital movements associated
with commercial transactions, acquisition of shares and bonds, and long-term
investments are free to circulate throughout the EEC. The new legislation added short-
term capital movements to the list of "liberalized" transactions. These include
investments in short-term securities, financial loans, and credits, including a bank's
ability to lend its domestic currency to a non-resident. At the same time, the EEC Council
agreed to set up a new medium-term balance-of-payments support facility (in effect the
combination of two existing facilities) with an overall ceiling of ECU 16 billion. The
funds will either be provided directly from the reserves of other member States or the
Community loan mechanism (through capital market borrowing) up to ECU 14 billion.

461. EEC(Italy): On 14 July 1988, the European Court of Justice ruled that Italian law
No. 580 of 1967, which declared that pasta could be made only from hard wheat and water,
violated the European Communities' policy on the free movement of goods. In
March 1987, the Court ruled in a similar case, that Germany, F.R.'s "Reinheitsgebot", or
purity rule for brewing beer, was an illegal restraint of trade (see L/6205, paragraph 405).

462. Jgnan: On 27 May 1988, the Japanese Cabinet approved a five-year economic plan
highlighting the need to promote and consolidate the shift to a domestic demand-led
economy. The goal of the plan is to correct the country's external balance of payments and
to produce a higher standard of living for its citizens. The plan, entitled "Economic
Management Within a Global Context" (FY 1988-FY 1992), was written by the Economic
Council, an advisory body to the Prime Minister. It is designed to serve as the
govenrment's official guideline for managing the nations's economy over the next five
years. It was released on 23 May 1988. The recommendations of the 1986 Maekawa
report, were drawn upon by the Economic Council in its preparation of the above plan.

463. According to a press report in July, the Japanese Government will consider a
proposed code of heightened protective measures for intellectual property around the
world. The code was proposed by Japan's leading business group, Keidanren, in
conjunction with US and European private-sector groups.

464. According to a press report on 14 June, the Government plans to double to more
than USS0 billion its foreign aid spending in the new five-year programme from 1988,
including at least a doubling of debt relief for the least developed countries. If the medium-
term target is achieved it will make Japan the largest supplier of aid, surpassing the US
which is now spending about US$9 billion per year.

465. Japan finally agreed, on 25 May to open up its construction market to US bidders.
Under the agreement - in the form of an exchange of letters - which brings to an end a
contentious two-year dispute over Japan's allegedly closed construction market - Japan
has agreed that prior experience is not required when foreign firms apply for construction
licenses; US firms will be offered the opportunity to bid on seven major public works
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valued at US$17 billion; registration procedures for public works will not limit
participation or present a barrier to foreign companies; the pact also contains an appeals
mechanism and a government-to-government monitoring Committee to gauge its
effectiveness (see also L/6366, paragraphs 503-504)

466. The Action Programmes Promotion Committee, headed by the Cabinet Secretary,
has produced a report on 4 August on the progress made during the last three years since
the Action Programme to improve access to Japanese markets was launched in July 1985.
It says that most of the target measures to Improve standards, certification and import
procedures have been implemented and that the government procurement of imported
products has greatly increased (see L/ 5915, page 21).

467. japan/EM: On 18 April, Japan and the EEC signed a memorandum to open up
competition and raise prices in their respective shipbuilding industries. Both sides,
reportedly, agreed that the grave situation currently facing the shipbuilding industry
necessitates particular attention.

468. During the two-day high-level consultations between Japan and the EEC which
started on 6 July in Tokyo (see paragraph 465 above), the EEC demanded that the alleged
special treatment granted by Japan last March to US construction firms for entry into
Japan's public works projects be extended to EEC firms without discrimination. Japan
had agreed with the United States to take into account the overseas performances and
other factors of the US firms when they bid for participation in Japan's specific public
works. As for non-US firms, Japan had decided to deal with them case-by-case, taking
into account the degree of openness of the construction market of the country concerned.
In response to the EC's demand, Japan pointed out the discrepancies in the systems of
orders for public works among EEC member States.

469. Korea.Rep.of: The Republic of Korea's Maritime and Port Administration
announced in June 1988 that it will allow foreign vessels to ship up to 30 per cent of
Korean steel exports. Reports indicated that the KMPA's move follows the filing of a
petition by a US shipping line with a US maritime agency seeking retaliation against
Korean ships for alleged discrimination against US shippers. Negotiations are reportedly
now underway between Korean Authorities and the US Government to formulate a plan to
authorize foreign ships - and particularly US vessels - to carry up to 30 per cent of steel
products bound for foreign markets.

470. New-Zealand: Deregulation of the New Zealand telecommunications market will
be complete by 1 April next year, according to an official announcement on 16 June 1988.
The deregulation process began in October 1987, when residential wiring and telex
equipment on customer premises was opened up to free competition. Other wiring and
telephone handsets were deregulated on 1 May this year. Legislation to implement
completion of the process will be introduced in a few weeks and is expected to pass without
problem. New rules will be introduced to prevent non-New Zealand monopoly operators
from exploiting deregulation. Companies providing facilities-based international
telecommunications services will have to register and comply with various requirements
designed to ensure that the benefits of completion are captured in New Zealand.

471. Peru: In a bid to stop the illegal export of subsidized goods, the Government
ordered, on 25 June 1988, the closure of all its borders for a 30-day period. The measure
does not affect traffic and goods included in international accords and it also excludes
tourism. Peru loses an estimated US$1.5 billion annually through the smuggling of
products such as gold, medicines, fuels and foodstuffs, which in some cases cost six times
as much in neighbouring countries.

472. Siigapore: The Singapore Government has announced that it is reviewing the
Trade Marks Act and intends to amend the provisions relating to the offences involving
counterfeit goods. Indications are that the penalties for manufacturing and distributing
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counterfeit goods will be increased, to act as a further deterrent to the counterfeit trade. At
present, the maximum penalty for selling counterfeit goods is a fine not exceeding $2,000
(US$1,000), or imprisonment of not more than one year, or both.

473. United States: On 31 May the Supreme Court, reversing a Federal appeals court
decision of May 1986, upheld US Customs Service regulations tolerating most "grey-area"
imports (an estimated US$6-10 billion imported each year without authorization by US
manufacturers or authorized distributors).

474. United States/Japan: According to a report at the end ofJune, the United States
and Japan have agreed to form a working group for later this year to settle some major
disputes over the treatment of US patent owners and applicants in Japan. Reportedly, the
working group could review specific allegations of patent infringement or unreasonable
delays in patent awards affecting US companies as well as other related issues. Similar
concerns will also be discussed between US and Korean officials.

475. OECD: New minimum interest rates for officially supported export credits will be
introduced on 15 July 1988, the Organization for Economic Cooperation and
Development announced on 8 July 1988. The matrix minimum rates on credits to
"relatively rich" countries will be raised by 0.3 per cent, according to an OECD statement.
These changes will bring the rates for credits to intermediate countries to 9.15 per cent for
repayment periods of two to five years. the rate for "relatively poor" countries will go up to
8.30 per cent for both maturities. This means that credits to the first category of countries
will be governed by commercial interest reference rates (CIRR) from now on. The new
arrangements are in line with the OECD agreement reached in March 1987 to make
subsidized export financing more expensive for supplier nations (for previous change see
L/6366 paragraph 634).

476. USCTLD/Cua: Cuba's ratification of the Common Fund for Commodities under
the UNCTAD has cleared the way for the fund to begin operating, 12 years after it was first
created. Cuban ratification will push the number of signatures beyond the necessary two-
thirds pledged capital of US$313.3 million required for the fund to become operative. The
United States, which maintains that market forces, not price supports, are the way to
govern world commodity prices, has steadfastly refused to support the fund; the Soviet
Union, which took a like-minded view for many years, changed its position in 1987 and
said it would join. Cuba is the 101st country to ratify.
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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/l1, Annex I
and PREP.COM(86)W/31/Add.l). It refers to notifications received during the
period April-August 1988 with respect to Articles II, VI, IX, XI, XVI, XVII,
XVIII:A,C,D, XXIV, XXVIII and XXXVII:2(a) as well as those relating to
border tax adjustments and liquidation of strategic stocks. 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 ard 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 August 1988.

(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 August 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 V below lists notifications on subsidies received
since 1981. During the period under review, notifications on subsidies have
been submitted by Austria, Egypt, Norway, South Africa, Uruguay and
Yugoslavia. (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 VI below contains a table showing notifications received
since 1981.

Article XVIII:ACD - 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:

ACP-EEC - Third Convention of Lomé: The report of the Working Party on
the Third ACP-EEC Convention of Lomé was circulated as document L/6382,

EEC - Cyprus Association Agreement: In April 1988, the EC Commission
submitted the text of the EEC Council Decision 87/607/EEC on the conclusion
of the Protocol laying down the conditions and procedures for the
implementation of the second stage of the Agreement and adapting certain
provisions, as well as other related legal instruments (L/6319/Add.1).
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EEC-Turkey Association Agreement: In August 1988, the biennial report
containing information given by the parties to the Agreement was transmitted
to the secretariat (L/6380).

Article XXVIII - Modification of schedules

The Geneva (1988) Protocol to the General Agreement was opened for
acceptance on 10 June 1988. During the period under review, Thailand
annexed to this Protocol its consolidated schedule in the nomenclature of
the Harmonized Commodity Description and Coding System (Harmonized System).

In order to complete the Harmonized System-related Article XXVIII
negotiations and consultations, Bangladesh and Mexico were granted temporary
exemption from the obligations under Article II of the General Agreement,
until, 30 June 1989 and 31 December 1988 respectively, so as to implement the
Harmonized System on 1 July 1988. Indonesia was granted a waiver until
31 December 1988, so as to implement the Harmonized System on 1 April 1988.
In the case of Israel, Malaysia and Yugoslavia the time-limit, provided for
in the previous Decisions of the CONTRACTING PARTIES, was extended until
31 December 1988, to enable the Governments concerned to implement the
Harmonized System on 1 January 1988.

In April 1988, Morocco notified a tax reform carried out recently aimed
at introducing a fiscal levy on all imports to replace both the special
import tax and the customs stamp duty. As the measure would result in a
slight increase in total cumulative duties with respect to bound import
duties on four tariff headings (25.03-sulphur, 25.24-asbestos, 27.01-coal
and 48.01AI-newsprint), Morocco requested authorization pursuant to
Article XXVIII:4 to renegotiate these concessions with interested parties
(L/6326 and Add.l).

Article XXXVII:2(a) - Non-fulfilment of Article XXXVII:.

No notifications have been received for a long time.

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

SUMMARY OF INFORMATION ON QUANTITATIVE RESTRICTIONS
MAINTAINED BY CONTRACTING PARTIES AND CONTAINED IN

(2 SEPTEMBER 1988)

Date of the Nature of

Contracting party latest information
notification

Antigua and Barbuda
Argentina 1986 D, G
Australia 1988 D
Austria 1988 D, G
Bangladesh 1987 D
Barbados 1980 G
Belize _
Benin 1968 G
Botswana _
Brazil 1988 D
Burkina Faso 1971 G
Burma 1965 G
Burundi 1971 G
Cameroon 1986 D, G
Canada 1988 D, G
Central African Rep. -

Chad 1971 G
Chile 1988 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 1988 D
Dominican Rep. 1985 No QRs
EEC 1988 D, G
Egypt 1988 D, G
Finland 1988 D, G
Gabon 1971 G
Gambia -
Ghana 1987 D
Guyana 1968 G
Haiti -

Hong Kong 1988 No QRs
Hungary 1988 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 1988 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 Nature of

Contracting party latest information
notification

Morocco 1988 D
New Zealand 1988 D
Nicaragua 1965 G
Niger 1969 G
Nigeria 1987 D
Norway 1988 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 1988 D
South Africa 1987 D
Sri Lanka 1988 D
Suriname -

Sweden 1988 D, G
Switzerland 1984 D, G
Tanzania 1969 G
Thailand 1988 D
Togo 1967 G

Trinidad and Tobago 1984 G
Tunisia 1988 D
Turkey 1988 D
Uganda 1965 G
United States 1987 D, G
Uruguay 1986 No QRs
Yugoslavia 1988 D
Zaire 1972 G
Zambia 1986 D, G
Zimbabwe 1984 D, G

1Acceded provisionally.
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ANNEX II TO APPENDIX I

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

As of 7 September1988

1981 1982 1983 1984 1985 1986 1987 1988

Argentina
Australia
Austria
Bangladesh
Canada
Chile
Czechoslovakia
Dominican Rep.
Egypt
EEC
Finland
Hong Kong
Hungary
India
Jamaica
Japan
Korea, Rep.
Malawi
Mexico
New Zealand
Norway
Pakistan
Peru
Philippines
Poland
Portugal
Romania

of

X
X
X

X
X

X

XX
X

X

X

X
XX

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
X

X

X
X

X

X

X

X

X
X

Singapore
South Africa

X
X X

X
XX

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

1See also Annex III to Appendix I which shows the status of such
notifications as of 7 September 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

X
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ANNEX III TO APPENDIX I

Status as of 7 September 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 Part Document Reference Date of latest
notification

Antigua and Barbuda

Argentina1
Australia1
AustriaI
Bangladesh

Barbados

Belize

Benin

Botswana

Brazil

Burkina Paso

Burma

Burundi

L/5640/Add.27 and Corr.1

L/5640/Add.13/Rev.3
L/5640/Add.35 and Corr.l

L/5622
Add.702

Add.352

Add. 372

Add.32

1986

1988

1987

1984

3980

1971

1971

1971

1Also signatory to agreement on Import Licensing Procedures.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.

Notifications under Impport Licensing Procedures
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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

Chile1

Colombia

Congo

Côte d'Ivoire

Cuba

Cyprus

Czechoslovakia1

Dominican Republic

Egypt1

European Community 1

and member States

Finland

Gabon

Gambia

Ghana

GuyaIa

Haiti

Add. 42

L/5640/Add.8/Rev.1
and Suppl.l and 2

Add.102
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)

j./5130/Rev.l, L/5640/Add.6

and Corr.l and 2

Add. 82

1971

1987

1971

1972

1971

1987

1985

1986

1985

1985
1986

1988

1988

1971

IAlso signatory to Agreement on Import Licensing Procedures.

2Circulated as addendum to document COM.IND/W/55-COM.AG/W/72.

Cameroon

Canada1 1987
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Contracting Party

Hong Kong

Hungary1
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

Document Reference

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 and
Suppl.1
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

Date of latest
notification

1987

1984

1971

1988

1971
1985

1988

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.

I
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ContractingParty Document Reference Date of latest

notification

Norway1
Pakistan

Peru

Philippines

Poland1
Romania

Rwanda

Senegal

Sierra Leone

Singapore1
South Africa
Sri Lanka

Suriname

Sweden1
Switzerland

Tanzania

Thailand

Togo

Trinidad and Tobago

Tunisia3
Turkey

L/5640/Add.42
L/5540/Add.25 and Suppl.l

L/5640/Add.34 and Suppl.l
L/5640/Add.26/Rev.2
L/5640/Add.39
L/5110, L/5640/Add.32
Add.152

Add.192
L/5640/Add.33/Rev.1
L/5640/Add.17/Rev.2
L/5203/Rev.l

L/5640/Add.14/Rev.2
L/5640/Add.19

L/5576

Add.20 and Corr.12

L/5640/Add.29/Rev.3

Uganda

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.

1988
1986

1987

1987

1987

1986

1971

1971

1988
1986

1983

1987

1985

1983

1976

1988
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Contracting Party Document Reference Date of latest

notification

United States1
Uruguay

Yugoslavia1
Zaire

Zambia

Zimbabwe

L/5640/Add.40
L/5640/Add.11/Rev.1
L/5640/Add.20/Rev.2

Add.532
L/5640/Add.31

1987

1987

1988

1972

1986

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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ANNEX IV TO APPENDIX I

NOTIFICATION OF TRADE MEASUES TAKEN FOR BALANCE-OF-PAYHENTS PURPOSES

Country 1983 1984 1985 1986 1987 1988

Argentina

Bangladesh

Brazil

Colombia

Egypt

Ghana

India

Israel

Korea, Rep. of

Nigeria

Pakistan

Peru

Philippines

Sri Lanka

F

S

S

(L/5250/
Rev.1)

S

S (L/5203/
Rev.1)

S (L/5622)

S

F

F

S

S

S

S

(L/5640/
Add.7/
Rev.1)

F

S

S

F (L/5941/
Add.1)

S

(L/5542/
Add.8)

S

S

S

S

F (L/5640/
Add.26/
Rev. 1)

F (L/6236)

S

S

F (L/58551
Add.3)

F (L/6281)

S

F (L/6291)

S

Key: Numbers in brackets are the main documents
containing the latest notification of
measures taken

S

S

F (L/6343)

S

F

S (BOP/2691
Add.2)
(L/56401
Add. 26/
Rev.2)

F - Full consultation
F - Last full consultations
S - Simplified consultation
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Country 1983 1984 1985 1986 1987 1988

Tunisia S S (L/6152) S (NTM/W/61
Rev.4/
Add.2)

Turkey S S (L/5640/ S F (L/5640/
Add.29/ Add.291
Suppl.1) Rev.3)

Yugoslavia S S S (L/56401
Add. 20/
Rev.2)
(L/6079/
Add .1)
(L/6372)
(L/6385)
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ANNEX V TO APPENDIX I

NOTIFICATIONS UNDER ARTICLE XV:11 - 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

XX

X

X

X

X X X X
X

X X X XX

X
X

X
X

X
X

X X

XX

X

XX

X

X X X

X

X
X X X X X

(L/6111/Add.14)
X (L/6297/Add.3)

(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)
X (L/6111/Add.24)

(L/6111/Add.2 and
Suppl.1)

(L/6111/Add.1)
(L/6111/Add.,4)
(5603/Add.28)

X (L/6111/Add.23)

(L/6111/Add.22
and Corr.1)

1No notifications have been received from other contracting parties since 1978.

2This 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.

X3
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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
X

X3

X
X
X
X

X
X

X

X
X

X

(L/6111/Add.12)

(L/6111/Add.10)

(L/6111/Add.20)
X (L/6297/Add.6)

(L/6111/Add.18)

X X X (L/6297/Add.4)

X
X

X

X
X

X X

X
X
X

X
X

(L/6111/Add .15)
(L/6111/Add .13
and Corr.1)
(L/6111JAdd.7)

(L/6111/Add.17)
(L/6297/Add.2)
(L16297/Add.S)
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ANNEX VI TO APPENDIX I

NOTIFICATIONS UNDER ARTICLE XVII:4(a)1 - STATE TRADING

1981 19822 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

(L/5937/Add.8)
X X (L/6293/Add.3)

(L/5445/Add.9)
(L/5281/Add.4)

X X X (L/6293/Add.5)

X
X

X
X

(14,6107/Add.2)
(L/5601/Add.l)

(L/5937/Add.2/
Suppl.2)

X
X
X
X

X
X

X
X

X
X
X

X

No-notifications have been

X
X
X

X

X

X
X
X

X
X

X
X X

X X X (L/6107/Add.8)
X X (L/6293/Add.6)

(L/5601/Add.4)
(L/5445/Add.2)

X X X X (L/6293/Add.4)

X
X X X

X (L/6293/Add.2)
(L/6107/Add.9)

(L/5601/Add.3)
X X X X (L/6293/Add.l)

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 notifications during the period 1 April 1988 to

31 August 1988 under requirements applying only to certain contracting

parties (see C/111, Annex I and PREP.COM(86)W/31/Add.1). For notifications

under MTN Codes, see Appendix III.

(a) Accession protocols

Finland: Finland notified, in May 1988, the decision of the Finnish

authorities, under Article 4 of the Protocol of Accession of Romania to

GATT, to subject imports of Romanian flat steel bars to mandatory import

licensing (L/6342).

Tunisia: 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 1981 to examine the

request by the Government of Tunisia for full accession to the General

Agreement was circulated as L/6277. In order to give sufficient time to

conclude the bilateral tariff negotiations required for accession, the

time-limit for Tunisia to sign the Protocol of Accession has been extended

to 15 November 1988.

(b) Waivers

Bangladesh: In July 1988, the Council granted Bangladesh a temporary
exemption of its obligations under Article II of the General Agreement until

30 June 1989, to enable the Government of Bangladesh to implement, on

1 July 1988, the Harmonized Commodity Description and Coding System

(L/6374).
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Indonesia: In April 1988, the Council granted Indonesia a temporary

exemption of its obligations under Article II of the General Agreement,

until 31 December 1988, to enable the Government of Indonesia to implement,

on 1 April 1988, the Harmonized Commodity Description and Coding System

(L/6331).

Israel: The CONTRACTING PARTIES' Decision of 3 December 1987 suspended

the application of the provisions of Article II of the General Agreement to

the extent necessary to enable the Government of Israel to implement the

Harmonized System on 1 January 1988 and carry out negotiations subsequently.
The time-limit, provided for in the Decision was extended in July, until

31 December 1988 (L/6375).

Malaysia: The CONTRACTING PARTIES' Decision of 3 December 1987 waived

the provisions of Article II of the General Agreement to the extent

necessary to enable the Government of Malaysia to implement the Harmonized

System on 1 January 1988 and carry out negotiations subsequently. The

time-limit, provided for in the Decision was extended in July, until

31 December 1988 (L/6376).

Mexico: In July 1988, the Council granted Mexico a temporary exemption

of its obligations under Article II of the General Agreement until

31 December 1988, to enable the Government of Mexico to implement the

Harmonized System on 1 July 1988 (L/6377).

Uruguay: The CONTRACTING PARTIES' Decision of 24 October 1972 waived

the provisions of Article II of the General Agreement to the extent

necessary to allow the Government of Uruguay to apply the import surcharges
which were made effective on 31 May 1972. The original Decision has been

extended, by successive decisions of the CONTRACTING PARTIES. The last

extension in July 1988 established the date-limit of 30 June 1989 (L/6378).
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Yugoslavia: The CONTRACTING PARTIES' Decision of 3 December 1987

waived the provisions of Article II of the General Agreement until

30 June 1988, to the extent necessary to enable the Government of Yugoslavia

to implement the Harmonized System on 1 January 1988 and carry out

negotiations subsequently. The time-limit provided for in the Decision was

extended in July, until 31 December (L/6379).

(c) Committee on Trade and Development

The review of the implementation of the provisions of Part IV and the

operation of the Enabling Clause was undertaken by the Committee at its

Sixty-Third Session in April 1988. The Committee had before it

notifications under Part IV and the Enabling Clause made by ALADI

(L/6158/Add.1), Austria (L/4108/Add.29 and 30, COM.TD/96/Add.12), Chile

(L/6298, C/W/541), EEC (L/5116/Add.7 and 8), Japan (L/4531/Add.16), Norway

(L/4242/Add.28 and 29), Singapore (L/6303) and Switzerland (L,/4020/Add.15).
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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 April to
August .988:

1. Agreement on Technical Barriers to Trade

No notifications up to 31 August 1988.

2. Agreement on Government Procurement

The following notifications were received during the period:

Notifications of 1988/89 Thresholds Expressed in National Currencies

Austria (GPR/W/86/Add.2/Rev.1), Hong Kong (GPR/W/86/Rev.1), Finland
(GPR/W/86/Rev.2), Singapore (GPR/W/86/Add.4), Sweden (GPR/W/86/Add.5).

Notifications of Modification of List of Entities

Sweden (GPR/43 and Add.l).

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)

Philippines (SCM/W/157).

4. Arrangement Regarding Bovine Meat

Notifications on inventories were received from:

Australia (IMC/INV/5/Rev.8), Colombia (IRC/INV/23/Rev.3), Finland
(IMC/INV/9/Rev.3/Add.l), Hungary (IMC/INV/8/Rev.2), Norway
(IMC/INV/3/-ev.5), South Africa (IMC/INV/12/Rev.7), Switzerland
(IMC/INV/7/Rev.4), Uruguay (IMC/INV/18/Rev.2), Yugoslavia
(IMC/INV/20/Rev.4).

5. International Dairy Arrangement

The following notifications of inventories, domestic policies and
trade measures were received:

Australia (DPC/INV/3/Add.6/Suppl.3), EEC (DPC/F/W/37), Switzerland
(DPC/INV/3/Add.5/P.ev.2).





C/W/566
Page 120

6. Customs Valuation Code (Agreement on Implementation of Article VII of
the General Agreement on Tariffs and Trade)

Zimbabwe provided the Committee with information on implementation and
administration of the Code (VAL/1/Add.23, VAL/2/Rev.2/Add.5).

7. Agreement on import Licensing Procedures

For notifications on import licensing see Annex III to Appendix I.

8. Agreement on Trade in Civil Aircraft

No notifications up to 31 August 1988.

9. Anti-Dumping Code (Agreement on Implementation of Article VI of the
General Agreement on Tariffs and Trade)

The following notifications concerning anti-dumping laws and
regulations of parties to the Code have been received during the period
under review:

Australia (ADP/W/177), Brazil (ADP/W/178), EEC (ADP/W/174, 175, 180 and
181), Mexico (ADP/l/Add.27 and Suppl.1).
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ANNEX 1 TO APPENDIX III

MTN AGREMENTS - Legal Status as of 31 August 1988

COUNTRIES

CONTRACTING PARTIES

Geneva
1979
Protocol

Suppl.
1979
Protocol

Tech. Gov't. Subaid.
Barriers Procur. Counter-

vail.

Bovine
Meat

Dairy Customs Import Civil Anti-
Val. Lic. Aircraft Dumping

Antigua and AB
Barbuda
Argentina AR A S 0 0 A A A* S 0 0
Australia AU A 0 0 A* A A A A A
Austria AT A A A A A A A A A
Bangladesh BD 0 0 0 0 0 0 0 0 0
Barbado. BB
Belgium BE A A A A
Belies BZ Prov.
Benin BJ
Botewana BW _ A*
Brazil. BR A A 0 A A 0 A* 0 0 A
Burkina Faso BP
Burme BU
Burundi BI
Cameroon CM 0 0 0
Canada CA A A A A A A 0 A- A A A
Cent.Afr.Rep. CF
Chad TD
Chile CL A A 0 A 0 0 0 A 0
Colombia CO 0 0 A 0 0 0
Congo CO
Côte d'Ivoire CI A 0 0 0 0 0 0 0 0
Cuba CU 0 0 0 0 0 0 0 0
Cyprus CY
Czechoslovakia CS A A* 0 0 A A 0 A
Denmark DX A* A* A*
Dominican Rep. CD A 0 0 0
Egypt EG A A 0 A A A 0 A S A
EEC CE A A A A A A A A A A A
Finland FI A A A A A A A A A
France FR A A A
Gabon GA 0 0 0 0 0 0 0
Gambia GM

Germany DE A* A*
Ghana GH 0 0 0 0 0
Greece GR A S
Guyana GY
Haiti HT A 0
Hong Kong HK A A A A A A
Buggery BU A A* 0 0 A A A A A
Iceland IS A
India IN A A 0 A 0 0 A* A 0 A
Indonesia ID A 0 0 A* 0 0 0 0
Ireland IE A A A
lsrael IL S A 0 A A* 0 0 0 0 0
Italy IT A A A
Jamaica JM A 0 0 0 0
Japan JP A* A A A A A A A A A
Kenya KE 0 0
Korea KR A A 0 A A* 0 A
Kuwait KW
Luxembourg LU A A

A X Accepted S: Signed (acceptance pending) 0 Observer reservation, condition and/or declaration

IIncluding Protocol. Upon entry into force of the Agreement on 1 January 1981, the provisions of the Protocol were deemed
to be an integral part of the Agreement.
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COU N T R I E S

CONTRACTING PARTIES

Geneva Suppl.
1979 1979
Protocol Protocol

Tech, Gov't. Subaid. Bovine Dairy Customs
Barriers Procue. Counter- Meat Val,

Vail.

Import Civil Anti-

Lic Aircraft Dumping

Madagascar MG 0 0
Malawi MW A*

MalaysiaMY '~~~A 0 0 0 0 0 0
Maldives MV
Malta MT 0 0 0 0 0 0 0 0
Mauritania MR
Mauritius MU__________________________________
Maxico MX A 0 0 0 A*
Morocco MO
Netherlands NL A A A
New Zealand NZ A A 0 A A A A* A A
Nicaragua NI 0 0 0 0 0 0 0 0
Niger NE
Nigeria NG 0 0 0 A 0 0 A 0 0
Norway NO A A A A A A A A A A
Pakistan PK A A A 0 A A
Peru PE A 0 0 0 0 0 0
Philippines PH A 0 A* 0 A* 0
Poland PL A0 0 A A 0 A 0 A
Portugal PT A A
Romania RO AA 0 0 A A A A A A
Rwunda RV S
SenegaL SN 0 0 0 0
Sierra Loone SL
Singapore SG A A A 0 0 A 0 A
South Africa ZA A 0 0 A A A. A 0
Spain ES A A A A A A A
Sri Lanka. LK 0 0 0 0 0
Suriname SR
Sweden SE A A A A A -A A A A A
Switzerland CS A A A A A A A A A A
Tanzania TZ 0 0 0 0
Thailand TO 0 0 0 0 0 0 0
Togo TO
Trin. & Tob. TT 0 0 0 0 0 0 0 0 0
Turkey TR 0 0 A 0 0 5 0 0 0
Uganda UG
United-Kingdom GB A A* A* A* A* A*
United Stateas US A A A A A A A A A
Uruguay UY A A A A 0
Yugoslavia YU A A S A 0 A A 0_A
Zaire ZR A 0 0 0 0 0 0 0
Zambia ZH
Zimbabwe ZW 0 A* ___________

OTHER COUNTRIES
Bulgaria BG 0 0 A A 0 0 0
China CN 0 0 0 0
Costa Rica CR 0
Ecuador EC 0 0 0 0 0 0
Guatemala GT A
Lesotho LE A*
Panama PA 0 0
Paraguay PY Prov.
Tunisia** TN A 0 A 0 0 0 0
Venezuela VE 0 0

A :Accepted S :Signed (acceptance pending) 0 :Observer reservation, condition and/or declaration

Including Protocol. Upon entry into force of the Agreement or. 1 January 1981, the provisions of the Protocol were deemed
to be An integral part of the Agreement.

**Provisionalaccesion to GATT.
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APPENDIX IV

NOTIFICATIONS UNDER THE MFA1
(Arrangement Regarding International Trade in

Textiles/Multifibre Arrangement)

During the period 1 April-31 August 1988, the TSB reviewed the

following notifications:

AUSTRIA

CANADA

CHINA

COSTA RICA

EEC

NORWAY

SWEDEN

An amendment of the agreement with Hong Kong

New agreement with China; a unilateral measure taken
under Article 3:5 against imports from Brazil

Report on the status of restrictions under Article 2:4

Report under Article 2:1 subsequent to accession to
the MFA

New agreement and modification of agreement with
India; modfiications of agreements with China and
Pakistan

New agreements with Czechoslovakia, Hungary, and
Poland

Extension of old agreement and new agreement with the
Republic of Korea

UNITED STATES Now agreements with Costa Rica, Egypt, and Mexico; an
extension and modification of agreement with Uruguay;
modifications of agreements with Mauritius and the
Soviet Union; an extension of a unilateral measure
taken under Article 3:5 against imports from Turkey

1For the previous six month period (10 October 1987 to 31 March 1988),
see L/6366, page 185 as well as the accompanying tabulation to this
Appendix which contains a comprehensive listing of all bilateral
agreements negotiated under the aegis of MFA IV.
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UNDER THE 1986 PROTOCOL OF EXTENSION1

A. Article 4 Agreements

Importing Sporting Number NotificationImporting Exporting Validity of referencecountry country restraints COM.TEX/SB/

Hong Kong
India
Korea, Rep.
Macao

(N)
(N)

(N)
(N)

of

Bangladesh
Brazil
China
Hungary
Indonesia
Macao
Malaysia
Pakistan
Philippines
Singapore
Thailand
Turkey
Uruguay

(N)
(E)
(N)
(N)
(N)
(N)
(N)
(N)
(N)
(N)
(N)
(N)
(N)

01.02.87-31.10.90
01,01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.90

01.01.87-31.12.91
01.01.87-31.12.87
01.01.87-31.12.91
01. 01.87-31. 12.91
01.01.87-31.12.91
01. 01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91

N * New agreement
E a Extension of agreement
M - Modification of agreement
C - Limit established at EEC level
R - Limit established at EEC regional level
AP * Additional Protocol to agreement

1The Textiles Surveillance Body decided that, as a general rule, notifications of
actions taking effect no later than 31 July 1986 should be considered as falling under the
terms of the 1981 Protocol of Extension, even if their effect carried over after
31 July 1986. New agreements or measures taking effect from 1 August 1986 or later should
be treated as falling under the provisions of the new 1986 Protocol, even if they had been
negotiated before 1 August 1986. The Textiles Surveillance Body would continue, however,
to consider all notifications on a case-by-case basis. The closing date for this
compilation was the meeting of 20-23 June 1988.

AUSTRIA

CANADA

4

2

5

2

5

5

20

1

10

6

6

6

10

11

13

5

1

1274
1262
1261
1260

1381
1344
1390
1371
1330
1343
1360
1307
1384
1382
1380
1383
1308
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ANNEX 1 TO APPENDIX IV (cont'd)

A. Article 4 Agreements (cont'd)

Importing Exporting Number Notification
country country Validity of reference

restraints COM.TEX/SB/-

Argentina
Bangladesh
Brazil
China
Czechoslovakia
Hong Kong
Hungary
India
Indonesia
Korea, Rep. of
Macao
Malaysia
Pakistan
Peru
Philippines
Poland
Romania
Singapore
Sri Lanka
Thailand
Uruguay

(N)
(N)
(N)
(M)
(N)
(N)
(N)

(N + M)
(N + M)
(N + M)

(N)
(N)

(N + M)
(N)

(N + M)
(N + M)

(N)
(N)
(N)
(N)

(N + M)

01,01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.88-31.12.88
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01,87-31..12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31,12.91
01.01.87-31.12.91
01.01.87-31.12.91
01. 01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91

3C
0

8C/5R
5R

35C/10R
29C/4R
25C/3R

12C
4C/45

41C/6R
20C/13R

9C
10C/5R

2C
11C/7R
29C/1R
26C/11R

7C
4C

14C/7R
0

1268
1291
1287
1404
1303
1372
1336

1401,1402
1290,1338
1286,1340

1335
1289

1361-4, 1403
1349

1279,1337
1269,1341

1302
1270

1350
1277,1278,1339

1288

Hong Kong
India
Korea, Rep.
Macao
Romania
Thailand
Sri Lanka

(N + M)
(N)

of (N)
(N + M)

(N)
(N)
(N)

01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.91
01.01.87-31.12.90
01.01.87-31.12.90
01.06.86-31.12.90

Czechoslovakia
Hong Kong
Hungary
Poland

Korea, Rep. of

Yugoslavia

(N)
(N)
(N)
(N)

(E)
(N)

(E + N)

01.07.87-30.06.92
01.07.87-30.06.90
01.01.87-31.12.91
01.01.88-31.12.91

01.03.87-30.6.87
01.07.87-29.2.92
01.01..87-31.12.91

EEC

NORWAY

4
3
3
5
4
1
1

1246, 1378
1245
1243

1242,1379
1309
1244
1233

SWEDEN

10
11
9
6

1399
1346
1398
1400

26
18
6

1388
1389

1365,1366

FINLAND
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ANNEX 1 TO APPENDIX IV (cont'd)

A. Article 4 Agreements (cont'd)

Number
of

restraints

Notification
reference

COM.TEX/SB/-

UNITED STATES Bangladesh
Brazil
China
Costa Rica
Egypt
Hong Kong
Hungary
India
Indonesia

Jamaica
Japan
Korea, Rep,
Macao
Malaysia
Mexico

Peru

Philippines
Sri Lanka
Turkey
Uruguay
Yugoslavia

(M)
(M)
(M)
(N)
(N)

(E + M)
(E + M)
(N + M)

(M)
(M)
(N)

of (E + M)
(E + M)
(M + E)
(E + M)

(N)
(M)
(N)

(N + M)
(M)

(E + M)
(M + E)

01.08.86-31.01.89
28.08.86-31.03.88
01.01.87-31.12.88
01.06.87-31.12.88
01.01.87-31.12.89
01.01.86-31.12.91
01.01.87-30.12.87
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
01.01.88-31.12.91
01.01.87-30.04.89
01.01.87-31.12.91
01.06.86-31.05.88
01.07.87.30.06.90
01.07.87-30.06.91
01.11.86-31.12.89

11
1
3

28
3

59
3

15
5

3
34
82
14
11
24
32
1

34
8
4
6

12

1232,1280,1351
1281
1295
1387
1397
1186

1.94,1301
1275,1283

1296
1326

1273

1267
1300

1332,1333,1334
1230,1313

1394
1292
1304

1331,1348
1373

1393

1259

country
Ex p o r t i g

cou ty
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ANNEX 1 TO APPENDIX IV (cont'd)

B. Notifications received or transmitted under Articles 7 and 81

Importing Exporting Number Notification
Validity of reference

country country restraints COM.TEX/SB/-

Brazil2
Egypt 2
Singapore

Bulgaria
Maldives
Mauritius
North Ko ea
Pakistan
South Africa
Vietnam

Bulgaria
China
Colombia
Czechoslovakia
Egypt 5
Guatemala
Haiti3
Macao
Mexico 3
Pakistan

(N)
(N)
(N)

(N)
(N)
(N)
(N)
(M)

(N)

(N)
(AP)
(N)
(AP)
(AP)
(N)
(N)
(AP)
(N)
(AP)

01.11.87-
01.01.87-31.12,88
01.01. 87

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.;2.88
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

0
1
0

6
14
2
7
1
5
8

11C/1R
7
0

39
3
0
0

26
0
7

1Agreements concluded with, or actions taken vis-à-vis, non-participants
Arrangement notified to the Textiles Surveillance Body

2Restraint replaced by Export Authorization System

3At the time of notification not participating in the MFA

1354
1263
1264

1367
1234
1 188

1189,1271
1235
1368
1240

1356
1214
1357
1215
1216
1375
1374
1219
1358
1220

in the

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 MFA 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
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ANNEX 1 TO APPENDIX IV (cont'd)

B. Notifications received or transmitted under Articles 7 and (cont'd)

Number Notification
Importing Exporting Validity of referencecountry country restraints COM.TEX/SB/-

Philippines3
Poland 3
Romanvia 4
Yugoslavia

China3
Pakistan

China3
German Dem. Rep.
Malta

(AP)
(AP)
(AP)
(N)

(N)
(N)

(N)
(N)
(N)

01.01.86-31.12.86
01: .01. 86-31.12.86
01.01.86-31.12.86
01.01.87-31.12.91

01.01.87 -31 .12 .90
01.07. 86- 30. 06 . 91

01.01.87-31.12.87
01.01.86-31.12.88

UNITED STATES Bulgaria
Burma3
China
Dominican Republic

El Salvador
German Dem Rep..
Haiti 3
Jamaica
Maldives
Mauritius
Panama
Trinidad and Tobago
Soviet Union

(N)
(N)
(M)
(N)
(M)

(N)
(N)

(N)

(N)
(E)
(M)
(N)

(N)
(N)

01.05.86-30.04 .89
01.01.87-31.12.90
01.01,.86-31.12.87
01,12.86-31.05.88
01.12.86-31.05.88
01.01.87-31.12.89
01.01.87-31.1.2.89
01.01.87-31.12.89
01.09.86-31.12.89
29.09.85-28.09.88
01.04.8.6-30.09.90
01.01.87-31.03.90
01.10.86-31.12.89
01.08.87-31.12.88

1

2

2

3

0

2

1

12

2

7

0

12

1

1.284
1353
1252
1297
1298
1293
1305
1254
1236
1237

1.239,1352,1405
1376
1253
1406

EEC
(cont 'd)

FINLAND

NORWAY

12
30
32

11C / 2R

7
2

9
11
21

1221
1222
1223
1355

1251
1238

1250
1310
1311
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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

Steel

Cast iron, pig iron
and steel

Steel

Steel coils for
re-rolling

EEC/Bulgaria

EEC/Canada

EEC/Czechoslovakia

EEC/Finland

Steel

Steel

EEC/Hungary

EEC/Japan

Steel

Steel products

Consulting arrangement
(reference to traditional
trade flows)

Price monitoring system and
export quota

Price monitoring system

Minimum price undertaking

Price monitoring system

Consulting arrangement
based on an exchange of
letters (reference to
traditional trade flows)

Voluntary Export
Restrictions/Price
monitoring system

Voluntary Export
Restrictions

EEC/Korea, Rep. of Steel Export quota and basic
price system (special
clause restricting exports
to 17,000 tonnes of beams)

EEC/Austria

EEC/Brazil

1986-1988

1978-1988

1979-1988

1979-1988

1983-1988

1978-1988

1978-1988

1978-1988

1978-

1978- 1988
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Importing Country Product Major Element DurationExporting Country

EEC/Norway

EEC/Poland

EEC/Romania

Steel

Steel

Steel

EEC/Sweden Steel

EEC/Venezuela Steel

Consulting arrangement
based on an exchange of
letters (reference to
traditional trade flows)

Price monitoring system

Price monitoring system

Consulting arrangement
based on an exchange of
letters (reference to
traditional trade flows)

Export quota: 72,000
metric tons

EEC(UK)/Spain

Finland/EEC

United States/Australia

United States/Austria

United States/Brazil

United States/Canada

United States/Canada

Specialty steel

Concrete reinforcing
bars

Steel and steel
products

Steel and steel
products

Steel and steel
products

Steel and steel
products

Wire rods, alloy
steel products,
stainless steel bars

Industry-to-industry
arrangement

Export quota 16,000 tonnes
pet annum

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

Export monitoring programme
based on export permits

Unilateral import
allocation (3% annual
increase in quota)

1978-1988

1978-1988

1978-1988

1978-1988

1987-1988

1979-

1988-

1984-1989

1985-1989

1984-1989

June
1987-1988

1987-1989
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Importing Country/ Product Major Element DurationExporting Country

United States/
Czechoslovakia

United States/EEC

United States/EEC

United States/EEC

United States/EEC

United States/Finland

Steel and steel
products

Carbon steel

Semi-finished
products

Steel and steel
products

Tubes and pipes

Steel and steel
products

Global arrangements on
steel specifying export
quotas

Export quota

Export quota: 600,000
short tons in 1986

Global arrangements on
steel specifying export
quotas (finished steel
products limited to 7.6% of
US market)

Export quota

Global arrangements on
steel specifying export
quotas

United States/GDR

United States/Hungary

Steel and
products

Steel and
products

steel

steel

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

United States/Japan

United States/Japan

United States/
Korea, Rep. of

Steel and steel
products

Wire rods, alloy
steel products,
stainless steel bars
and rods

Steel and steel
products

Global arrangements on
steel specifying export
quotas

Unilateral import
allocation (3% annual
increase in quota)

Global arrangements on
steel specifying export
quotas (Export quota:
1,447,700 tonnes in 1988)

1985-1989

1986-1989

1985-1989

1984-1989

1985-1989

1984-1989

1985-1989

1985-1989

1985-1989

1987-1989

1984-1989
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Importing Country/ Product Major Element Duration
Exporting Country

United States/
Korea, Rep. of

United States/
Korea, Rep. of

United States/Korea,
of, Mexico, Taiwan

Steel tubular
transmission
structures and towers

Alloy tool steel,
stainless steel bars
and rods

Rep.

United States/Mexico

United States/Mexico

United States/Poland

United States/Poland

United States/Portugal

United States/Romania

United States/
South Africa

Alloy tool steel,
stainless bars

Steel and steel
products

Other wire products

Steel and steel
products

Alloy steel products,
wire rods, stainless
steel bars

Steel and steel
products

Steel and steel
products

Stainless steel bars,
wire rods and alloy
steel products

Agreement to keep exports
within 'traditional levels'

Unilateral import
allocation

Unilateral import
allocation (3% annual
increase in quota)

Global arrangements on
steel specifying export
quotas (increased by 12.4%
for 1988)

New category. Separate
quota allocated (6,300 tons
1987)

Global arrangements on
steel specifying export
quotas

Unilateral import
allocation (3% annual
increase in quota)

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

1985-

1988-

1987-1989

1984-1989

1988-
Sept 1989

1985-1989

1987-1989

1986-1989

1985-1989

1984-1989
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Importing Country/ Product Major Element Duration
Exporting Country

United States/Sweden

United States/Spain

United States/Spain

Specialty steel bars,
wire rods and alloy
tool steel products

Steel and steel
products

Alloy steel products,
stainless steel bars
and wire rods

Understanding on import
allocation levels/joint
notification under GATT

Global arrangements on
steel specifying export
quotas

Unilateral import
allocation (3% annual
increase in quota)

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 73,500 tonnes per annum

United States/Venezuela

United States/Yugoslavia

Steel and steel
products

Steel and steel
products

Global arrangements on
steel specifying export
quotas

Global arrangements on
steel specifying export
quotas

MACHINE TOOLS

NC lathes and
machining centres

Machine tools

Unilateral minimum price
monitoring system

Unilateral export
moderation

EEC (UK) /Japan1 NC lathes and
machining centres

Industry-to-industry
arrangement

1987-1989

1984-1989

1987-1989

1997-

1997- 1989

1985-1989

1986-1989

EEC/Japan

EEC/Japan

1987-

1987-

1987-
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Importing Country/ Product Major Element DurationExporting Country

United States/Japan

United States/BLazil,
Korea, Rep. of, Italy,
Singapore, Spain, Sweden

United States/EEC(FRG)2

United States/
Switzerland

United States/Taiwan

Machine centres,
lathes, punching and
shearing machines and
milling machines

Machine tools

Machine tools

Machine tools

Machining centres,
lathes and milling
machines

Unilateral export restraint
(level raised by 5X from
beginning of 1988)

Countries warned not to
allow their exporters to
fill the gap caused by the
restraints on Japan and
Taiwan

US unilateral monitoring
with reference level
"target market shares"
(generally 1985)

US unilateral monitoring
with reference level
"target market shares'
(generally 1985)

Voluntary export restraint/
through quota licences

AUTOMOBILES AND ROAD
TRANSPORT EQUIPMENT

Canada/Japan Automobiles

Canada/Korea, Rep. of Automobiles

Voluntary restraint
arrangement/Understanding
(original base target:
240,000 vehicles in 1986)

Indicative export ceiling
(circa 10,000 units per
annum)

Automobiles Monitoring system
(unilateral export
moderation: MITI 1987
ceiling 1.18 million units)

1987-1992

1987-

1987-

1987-

1987-1992

EEC/Japan

1986-1988

1986-1988

1987-
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Importing Country/ Product Major Element Duration
Exporting Country

Forklift trucks Monitoring system

EEC(Belgium)/Japan

EEC(France) /Japan3

EEC(France)/Japan

EEC(Italy) /Japan3

EEC(Italy)/Japan3

EEC(Portugal) /Japan3

EEC(Portugal)/Third
countries

EEC(Portugal)/Third
countries

Automobiles

Automobiles

Motorcycles of a
cylinder capacity of
50cm or less

Motorcycles up to
380cc

Automobiles, trucks,
and commercial
vehicles

Automobiles (third
country suppliers)

Light commercial
vehicles up to
3.5 tons

Heavy commercial
vehicles over
3.5 tons

Administrative
authorization required for
setting the domestic prices
for imported cars

Import restrictions through
administrative guidance to
importers: ceiling fixed
at 3% of estimated total
registrations per annum

Import restriction through
surveillance system and
administrative guidance to
importers

Import quota 1,950 units
per annum

Import quota: 3,425 units
per annum for direct
imports; similar quantity
for indirect imports
through other EC member
countries since 1987

Third country import quota
by value by motor vehicle
manufacturer (once the
quota is filled a maximum
of 12% of the quota can be
allocated additionally)

15 vehicle units per
trademark and per annum

30 vehicle units per
trademark and per annum

EEC/Japan 1986-1988

1983-

1977-

1982-

1977-

1970-

1987-

1986-1988

1986-1988



Importing Country/ Product Major Element Duration
Exporting Country

EEC(Spain)/Japan3

EEC(UK)/Japan3

EEC(UK)/Japan3

EEC(UK)/Japan3

EEC(UK)/Japan3

Sweden/Japan

United States/Japan

United States/Japan

Quota/prior Administrative
authorization (1987 Quota
for direct imports from
third countries: passenger
cars 1,000 units; vans,

etc. 200 units)

Informal
industry-to-industry
understanding (import
ceiling set at11% of
annual estimated UK sales)

Industry-to-industry
arrangement (ceiling at 11%

of annual estimated UK
sales)

tons
Industry-to-industry
understanding that
shipments will not be made

Industry-to-industry
limitation arrangement

Auto-limitation of
shipments to 1987 import
level (56,000 units) agreed
by automobile manufacturers

Auto-limitation of
2.3 million cars for the
fiscal year ending March
1989

Quota 112,000 units for
fiscal year 1987

1987-

1977-

1975-

1975-

1983-

July
1988-

1981-
Mar 1989

1981-1988

Automobiles and
trucks

Automobiles

Light commercial
vehicles up to
3½ tons

Heavy commercial
vehicles over 3½

Forklift trucks

Passenger cars

Passenger cars

Secondary "vans"

C/W/566
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Importing Country/ Product Major Element Duration
Exporting Country

ELECTRONIC PRODUCTS

EEC/Japan4

EECIJapan4

EEC/Japan4

EEC(France)/Japan3

EEC(France)lHong Kong,
Korea, Rep. of, Taiwan

EEC(France)/Japan

EEC(Italy)/Japan3

EEC(Italy)/Japan

EEC/Korea, Rep. of

Colour TV sets

Colour TV tubes

Video tape recorders

Colour TV sets

Colour TV sets

Video tape recorders

Car radios, hi-fi
radios, radio
recorders, cameras
and antennae

Colour TV sets/tubes

Colour TV sets

Monitoring system/export
moderation

Monitoring system/export
moderation

Monitoring system
(auto-limitation of
1.7 million units a year on
a final product basis)

Maximum ceiling for
imports: 84,000 units per
annum

Maximum ceiling set for
imports

Limitation through issuance
of 'visa administratif
préalable"

import quota set by value
(in US$)

Import ceiling annually set
at: 1,500 TV sets; 1,200
tube units

EC a posteriori
surveillance (voluntary
export restraint through
issuance of export permits;
limit: 980,000 sets in
1988)

1983-1988

1983-

1983-1988

1983-

1983-

1983-

1970-

1970-

1987-1988
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Importing Country/ Product Major Element Duration
Exporting Country

EEC/Korea, Rep. of

EEC(Portugal)/Third
countries

EEC(UK)/Japan

EEC(UK)/Korea, Rep.
Singapore, Taiwan

EEC(UK)/Korea, Rep.
Singapore, Taiwan,
Thailand

Video cassette
recorders

Refrigerators and
freezers

Colour TV sets

of, Colour TV sets

of,

United States/Japan

United States/
Korea, Rep. of

United States/
Korea, Rep. of

Monochrome TV sets

Semi-conductors

Video cassette
recorders, microwave
ovens, TV sets
(colour plus black
and white)

Semi-conductors

Voluntary export restraint
(10% price increase plus
holding export levels to
830,000 units in 1988)

1988 import quota: 76,000
units from EC member
States; 15,000 from third
countries

Industry-to-industry
arrangement (exports
limited to 102 of UK
market)

Industry-to-industry
arrangement [with Taiwan
(1976); Singapore (1984);
Korea (1985)]

Industry-to-industry
arrangement (Taiwan,
Thailand and Singapore from
1976; Korea 1979)

Government-to-government
arrangement specifying
price undertakings and
market share forecasts plus
Japanese monitoring of
costs and prices of exports
to third country markets as
well as to the US

Auto-limitation
(combination of floor price
and unit volume restraint
in shipments)

Request for self-regulation

1987-1988

1907-1988

1973-

1976-

1976-

1986-1991

July
1987-

1987-



C/W/566
Page 139

importing Country/ Product Major Element Duration
Exporting Country

FOOTWEAR

Canada/Korea, Rep. of

Canada/Taiwan

Footwear not covered
by global quota

Footwear not covered
by global quota

Unilateral export restraint

Unilateral export restraint

EEC/Korea, Rep. of Footwear Industry- to-industry
arrangement

EEC(France)/China

EEC(France)/
Korea, Rep. of

EEC(France)/Taiwan

EEC(Italy)/Japan

Slippers and sandals

Footwear (mainly
sport and leisure)

Footwear (excl. ski
and protected shoes)

Certain leather
footwear

Auto-limitation

Auto-limitation 5.4 million
pairs (1988); 9.1 million
(first half 1989);
15.2 million
(1 July 1989-1990)

14.3 million pairs (1988);
15 million (1989) and
7.9 million (first half
1990)

National import quota

EEC(Italy)/ 3
Korea, Rep. of

EEC(Italy)/Taiwan

EEC(UK)/Korea, Rep. of5

EEC(UK)/Taiwan

Footwear

Footwear

Footwear

Footwear

12.6 million pairs in
1988/5Z per annum growth
rate thereafter

Annual quota limited to
9.5 million pairs from
March 1988

Industry- to-industry
arrangement

'Gentlemen's agreement' on

export levels

1986-1987

1987-

1982-

1987-1990

1988-
June 1990

1988-
June 1990

1982-

Feb 1988-
June 1990

Mar 1988-

1977-

1985-1988
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Importing Country/ Product Major Element Duration
Exporting Country

------------------------------------------------------------

EEC(UK)/Czechoslovakia,
Poland, Romania

United States/
Korea, Rep. of

Leather footwear

Footwear

Industry- to-industry
arrangement

Auto-limitation

TEXTILES AND CLOTHING (arrangements concluded outside the
participant)

MFA or with a non-MFA

Austria/Brazil

Austria/Singapore

Canada/Bulgaria

Canada/Maldives

Canada/Mauritius

Canada/Korea (DPR)

Canada/South Africa

Canada/Vietnam

EEC/Bulgaria, Chile, Costa
Rica, Ecuador, Honduras,
Iran, Nicaragua, Venezuela

EEC/Egypt6

EEC/Egypt6

linen of cotton

Woven blouses

Certain apparel

All clothing

Certain sweaters and
shirts

All clothing

Certain apparel and
worsted wool products

All clothing

Textiles and clothing

Cotton thread

Cotton fabrics

Export

Export

Export

Export

Export

authorization system

authorization scheme

quota

quota

quota

Export quota

Unilateral import
allocation

Export quota

Commitment to respect
quantitative limitation of
exports (reference to
traditional trade flows)

Indicative export quota/
Surveillance regime

Indicative export quota/
Surveillance regime

1976-

1987-

Oct 1987-

1987-

1987-1991

1986-1990

1986-1987

Aug 1987-
1991

1988-1991

July 1986
- 1991

1987-

1987-1988

1987-1989
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Importing Country/ Product Major Element Duration
Exporting Country

EEC/Guatemala

EEC/Haiti

EEC/Malta6

EEC(UK) /Mauritius

EEC/Morocco6

EEC/Tunisia6

EEC/Turkey6

EEC(FRG/UK)/Turkey

EEC/Turkey6

EEC/Yugoslavia6

Japan/China

Japan/China

Japan/Korea, Rep. of

Japan/Korea, Rep. of

Japan/Korea, Rep. of

Textiles and clothing

Textiles and clothing

Textile products

Shetland pullovers

Apparel

Woven cotton fabrics
and trousers

Textiles and fabrics

Velveteen and
synthetic fibres

Clothing

Textiles and clothing

Silk yarn

Knitwear

Cotton yarn

Silk yarn and fabrics

Raw silk

Consultation

Consultation

Indicative export quota/
Surveillance régime

Voluntary export restraint

Indicative export quota

Indicative export quota

Indicative export quota
(administered by the
Turkish Industry
Association)

Indicative export quota
(administered by the
Turkish Industry
Association)

Indicative export quota/
Surveillance regime

Indicative export quota!
Surveillance régime

Export quota

Request for restraint

Industry-to-industry
arrangement

Export quota

Export quota

1987-1991

1987-1991

1987-1988

1980-

1987-1990

1987-1989

1985-1988

1987-1988

1985-1988

1987-1991

1986-1987

1988-

1987-

1976-1988

1974-
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Exporting Country

Japan/Korea, 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

Sweden/China

Sweden/Hungary

Sweden/Malta

Switzerland/Bulgaria,
Czechoslovakia, GDR,
Hungary, Poland, Rornania,
Soviet Union

United States/Bulgaria

United States/Burma

United States/Cost Rica

Textiles and apparel

Knitwear

Cotton goods

Cotton yarn

Certain textile
products

Apparel

Textiles and clothing

Apparel

Textiles and apparel

Textiles and apparel

Various textiles and

apparel

Woollen coats

Textiles

Shirts

Industry-to-industry
arrangement on the orderly
development of bilateral
trade

Voluntary export restraint.
Exports subject to price
and volume monitoring by
Korean Government

Export quotas

Export floor prices

Import quota

Export

Export

quota

quota

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

1987-1988

July
1988-

1983-1987

1984-

1987-

1986-1988

Jan-Dec
1987

Jun 1987-
Nov 1988

1987-1991

1983-1988

1975-

1986-1989

1987-1990

Jun 1987-
Dec 1988
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Importing Country/ Product Major Element Duration
Exporting Country

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

United States/
Trinidad and Tobago

United States/Soviet Union

AGRICULTURAL AND FOOD
PRODUCTS

EEC/Chile, other
non-Member countries

EEC/Hungary, Poland,
Romania, Yugoslavia

Cotton shirts and
suits

Cotton textiles

Cotton yarn

Certain cotton coats

Textiles and apparel

Wool sweaters

Certain cotton and
non-4FA textile
products

Wool and mian-made
fibre sweaters

Textiles and apparel

Textiles and apparel

Cotton sheeting and
printed cotton cloth

Live sheep or goats,
and meat thereof

Young calves for
fattening

Export quota

Export quota

Export quota

Export quota

Guaranteed access levels

Export quota

Export quota

Export quota

Growth rate of exports

Guaranteed access levels

Export quota

Import quotas for countries
with which VERS were not
negotiated (mainly Chile)

Export quotas/Import levy
reduction

1986-1988

1983-1988

1987-1989

1987-1989

1987-1989

1985-1.991

1986-1990

Apr 1987-
Mar 1990

1986-1991

1986- 1989

Aug 1987-
1988

1.980-

1988
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Exporting Country

Austria/United States

Japan/Australia,
United States

United States/Australia

Bovine meat

Bovine meat

Bovine meat

Base: 300 tons in 1980
increasing to 600 tons in
eight years (high-quality
beef)

Agreement with the United
States and Australia to
expand import quotas until
fiscal year 1991 and
eliminate them thereafter.
Global import quota on beef
in FY 1988: 274,000 tons;
FY 1989: 334,000 tons;
FY 1990: 394,000 tons (of
which 'hotel' quota for
high quality beef (supplied
by the US) FY 1988: 10,000
tons; FY 1989: 13,000
tons; FY 1990: 16,000
tons and quota for frozen
beef and 'aged, beef
(supplied by Australia)
FY 1988: 48,000 tons;
FY 1989: 58,000 tons;
FY 1990: 68,000 tons)

Under 1979 US Meat Law,
Australia 'accepted' to
limit exports to 722m lbs
in 1987; 800m lbs in 1988

United States/New Zealand Bovine meat Under 1979 US Meat Law,
New Zealand Naccepted' to
limit exports to 438m lbs
in 1987

EEC/Argentina, Australia,
Brazil, Canada,
New Zealand,
United States, Uruguay

High quality 'Hilton'
beef

Established annually/1988
quota 53,000 tonnes frozen
beef; 34,300 tonnes
'Hilton, beef shared out
among main suppliers

1980-1988

1988-
Mar 1991

1987-

1987-

1988-
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Exporting Country

Australia/New Zealand Sheepmeat products Understanding that
New Zealand will not export
such products

EEC/Argentina, Australia,
New Zealand

EEC/Austria,
Czechoslovakia, Iceland,
Romania and Yugoslavia

Sheepmeat

Sheepmeat
goatmeat

Export quotas specified
annually

and Export restraint

EEC/Bulgaria, Hungary,
Poland

Sheepmeat and
goatmeat

Export quantity fixed
annually within the
consultation framework

Sheepmeat and
goatmeat

EEC/Uruguay Sheepmeat and
goatmeat

EEC(France and Ireland)/
Argentina

EEC(Ireland)/Australia

EEC/Argentina, Australia,
Chile, New Zealand,
South Africa

Sheepmeat and
goatmeat

Sheepmeat and
goatmeat

Apples (dessert)

Export quota

Export restraint

Export volume limit/import
licenses

Export restraint
corresponding to
traditional trade levels

Import certificate scheme
geared to a quantitative
threshold established for
each supplier

EEC/New Zealand

Australia/Romania

Butter

Canned ham

Import quota (1988: 74,500
tonnes; plus 25z levy/was
120,000 tonnes in 1975)

Price undertaking

Canned mushrooms Unilateral quota

1981-

1980-

1980-

EEC/GDR

1980-

1987-1988

1985-
Mar 1988

1988

1980-

Feb 1988-
Aug 1988

1973-1988

1987-

EEC/Korea, Rep. of 1978-
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Importing Country/ Product Major Element Duration
Exporting Country

Australia/New Zealand

Canada/EEC

EEC/Austria, Finland

Cheese Memorandum of Understanding
whereby exports of cheese
determined by rate of
growth in the Australian
market (fresh milk and
cream are effectively kept
out under the MOU between
the New Zealand and
Australian Dairy Boards)

Global quota of which 60Z
allocated to the EEC

Discipline in reciprocal
trade (exports held to
traditional levels)

Cheese

Cheese

EEC/Norway

EEC/Switzerland

Finland/EEC

Finland/Switzerland

Norway/EEC

Cheese

Cheese

Cheese

Cheese

Cheese

Quantitative limits
corresponding to
traditional trade levels

Observance of minimum
export prices

Export quota

Export quota

Quantitative limits
corresponding to
traditional trade flows

Switzerland/Austria, EEC

Switzerland/Finland

EEC(Italy)/Korea, Rep. of

Certain cheeses

Certain cheeses

Certain species of
frozen squid

Price discipline/Reference
price

Price discipline/Reference
price

Reference price

1982-1990

1975-

1985-1988

1986-1988

1979-

1981-

1986-1987

1986-1988

1983-

1983-

1987-
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Importing Country/ Product Major Element Duration
Exporting Country

Japan/United States

EEC/Thailand

Japan/Korea, Rep. of

United States/Taiwan

Citrus

Manioc

Tuna

Agreement to expand import
quotas. Quota on fresh
oranges to increase from
126,000 tons in fiscal year
1988 to 192,000 tons in
fiscal year 1990 and end by
1 April 1991. Quota on
orange juice concentrate to
increase until fiscal year
1991 and end by
1 April 1992

Export restraint

Voluntary export restraint

Orderly marketing agreementRice

OTHER

Australia/Japan Iron ore Reference price and import
tonnage guarantee

EEC/Austria, Canada,
Finland, Sweden,
Soviet Union

EEC(Benelux)/
Korea, Rep. of

EEC(UK)/Kores, Rep. of

Kraftliner and board

Metal flatware

Metal flatware

Minimum price undertaking

Industry-to-industry
arrangement

Industry-to-industry
arrangement

EEC(France)/Singapore Umbrellas Export quantity fixed
annually

1988-
Mar 1992

1987-
(1990)

1976-

1983-1988

1988-

1983-1988

1978-

1976'

1978-
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Exporting Country

EEC(Denmark)/Poland

EEC(UK) /Japan

Porcelain

Pottery

Voluntary export restraint

Industry-to-industry
arrangement

EEC(UK)/Japan

EEC(UK)/Korea, Rep. of

EEC(UK)/Japan,
Korea, Rep. of, Taiwan

EEC/South Africa, Sweden,
Turkey, Zimbabwe

Stainless steel
cutlery (spoons and
forks)

Stainless steel
cutlery (spoons and
forks)

Music centres

Ferro-chromium

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

United States/Canada Potash Minimum 'fair" price/US
price monitoring

waited States/Canada

United States/China

Softwood lumber

Tungsten products

Agreed additional export
charges of 152

Orderly marketing
arrangement

1987-

1968-

1966-

1977-

1976-

1985.1988

1988-1993

1987-

Oct 1987-
1991
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United States/ Stuffed toys, pianos, Unilateral auto-limitation July
Korea, Rep. of leather bags, fishing 1987-

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.

4Previous export restraint superseded by unilateral monitoring on the part of the
exporting country.

5Based 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.


