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AIDE-MEMOIRE ON THE MULTILATERAL TRADE NEGOTIATIONS In GAT?

.Introduction

In October 1972%, the Spokesman's Greup nublizhed an aidz-menoire on the
Multilateral Trade llegotiations (M”JPW in the frameworh of tle General
Agreement on Tariffs and Tinde (GATT, wiich Lad formally oeen opened in
"Tokyo on 12 September 1972. The wmresen’ Infoimation Nete updates the earlier
one and attempte tc set cut the situaticn reached in +the negotiotinsns (often
referred to as the "Tokyo nound") in the Autuan of 1975 as seen mainaly

from a Community viewpoint.

TokyoiDeclaration

The declaration issued at the end of the rministerial mecting in Tokyo was
adopted nuaninously by the vicrs ther 200 develeped =ad develcping countries
represented. It laid down the tius main airvs of the negotiations as :

- the expaznsion and ever-greater liberalization of world trade and
improvement in the standard of living and welface of the reople cf the
world through, for example, progressive dinrantling of obstacles to
trade, and

- securing additional benefits for the international trade of developing
countries so as to incrcase their foreign eiichange earnings, diversify
their exports, improve conditions of access in foreign markets for their
products and attain stsble and fair prices for their primary products.

The declaration also stated that *the negotiations would be conducted on the
basis of the principles of rutual advantage, mutuzl commitment and overall
reciprocity while observinz the mesti-fivoured-nation clause (which requires,
in general, that all GATT members be Lreated egually). Another Zmportant
point was'that the developed countries said that they did not expect rec1pr001ty
~for commitments made by them in tHe negotiations to reduce or remove tariff.
and other barriers to the trade cf developing countries i.e. the developed
countries did not expect the developing countries to mske . contributions which
were inconsistent with their economic needs. The importance of maintaining
and improving the Generalised System o Preferences was recognised as well

as the importance of the applicaticn of differential measures tc developing
countries in ways which would provide special and more favouradble treatment
for them in aress of the negotiaticn wnere this was feasible and #propriate.

A Trade Negotiations Committee was established which was to be responsible for
the overall conduct of the negotiations and which would cover initially six
broad headings: tariffs, nca-tariff measures, sectoral approach (studying
whether it would be possible, as a complemcentary technicue, to remove or
reduce all trade barriers in selected secieors), possible improvement of the
multilateral safeguard system in GATT. agricuiture and, finally tropical
products which according to tha declaration were to be treated as "a special
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and priority sector”.

Communlty Approach

While the Community had along w1th all the other participants; adcw+ed tha
Tokyo Declaration, it had earlier- that year-worked out a cpecifical./ 'won-
munity approach to the future negotiations on the basis of -a memorandum
from the Commloszon.

It was recalled that the Community since its foundation had always taken an
active part in multilateral trade negotiations and had made a decisive con-
tribution to their success. Thus, at the end of the last multilateral trade
negotiations (the "Kennedy Round'") the Community had on average the lowest
customs tariff of any of the major trading powers - approximately half the
everage of the original tariffs of the Member States - and it also had the
most uniform profile i.e. the least fluctuation between high and low tariffs.
In addition almost all Communlty tariff items are bound under the GATT -which
means that tariifs cannot be increased without re-negotiation and compensatic .
This is not the case with several other developed countries some of which have
only bound a small part of their customs ‘tariff.

The Communlty s "overall approach" to tine MTNs endorsed the same objectives
as were later incor porated into the Tokyo Declaration, namely, increased
liberalisation of international trade and improved opportunities tor the
developing countries to. participate in the expansion of world trade. At the
same time, the Community pointed out that a policy of liberalising world
trade could not be carried out successfully unless parallel -efforts were
made to set up.a monatary system which "shields the world economy from the
shocks and imbalances' which had recently occurred. The trade negotiations,
therefore, implied that prospects existed for the estab11thent of a fair and
durable monetary system and the Community would assess progress in the nege-
tiations in the light of progress made in the monetary field.

The Community also stated that while it would tzke part in the negotiations
with an open mind in order to ensure the harmonious development of world
trade, it hed to be understood from the outset that 'neither those elements
basic to its unity ror the fundamental objectives of its future development
could be called in question". These basic elements included the custons
union, the common agricultural policy (CAP) and the common commercial policy.

The "overall approach" then went on to spell out in some detail the Communltv's
negotiating aims in the various sectors - tariffs, non-tariff measures,

agriculture etc.,etc. These will be dealt with in more detail in a later

part of this note. ’

The actuzl conduct of the negotiations as far as the Community is concerned

is carried out by the Commissicn ascisted by a standing committee composed

of representatives of the Member States (Article 113 Committee). Sir Christophe:
§9ames) as Vice-President of the Commission responsible for External Relations
has also.the main responsibility for the conduct of the negotiation. At
official level the delegation is led by.Mr. Theodorus Hijzen, Deputy Director-
Cenerel for External Relations. The Community also has a permanent delegation

at Geneva headea by Mr. Paul Luyten which handles much of the day-to-day work

of the negotlatlons. :



Pre-negotiation stage

The Trade Negotations Committee (TNC) met for the first time in Cctober

1973 and considered allocating the preparatory work between six specialised
goovno woveriay the sicas listed earliier ~ tariffs, non-tariff measures,
sectoral apprcach, safeguard system, agriculture and tropical products.

These groups were set up in February 1974 to carry out work of au analytical
and statistical nrature covering abuult twenty topics. In some cases the grow
concerned was continruing work which the GATT Committees aided by the secretariot
had been doing since the end of the earlier Kennedy Round negotiations.

Thus, in the area of tariffs the information now available far exceeds that
assembled for. uny previous tariff nerotiations. Data. on current tariff leveils,
for exampis -2 been filed on cerput:r tapes for each of the major developed
countries. ~+her with cecrrespox’i -3 information on trade flows and all '
this moteri.} uas been analysed, wiia the results portreyed in a series of
statisticasl vahliess,

In -the field =i non-tariff measures, much preparatory work has been done since
1968 in dwowing up and analysing or irventory of measures which governments
have forw "] to GATT as examples cf rlleged barriers to their trade. Aboux
850 notif.->wions had been listed urder five broad headings:

1. Governm:it.participation in-tride e.g. government procurement, export
subesidies, countervailing duties, State trading etc.

2. Customs ©pvocedures e.g. custcnus documentation and veluation, anti-dumping
duties, ccuoular formalities etc.

3. Standards for imported and domestic products including packaging and
labelling.

4, Import ard export limitations e.g. import quotas, voluntary export
restrainis ctce.

5+ Import and export limitations through price mechanism e.g. prior deposits,
discrimiratnory taxes ete.

All this material has been discussed in detail and in some cases outline
agreement has besn reached on the erprrpriate type of solution to be scught
as well as on the best negotiating apnroach. In some cases where only the
measures or practices of one or two countries are being focussed upon,
solutions are expected to be reacked on a bilateral or plurilateral basis
between the countries most concerned and in other cases the solutions will
be reached through multilateral negotiations.

Concerning agriculture, a special comnittee had been set up in 1967 te
prepare for the next round of multilateral negotiations. The Committee
assembled the necessary basic documentation, identified the prin<¢ipal pro-
blems affscting international trade and considered possible solutions. One
of the major results of this work was the estabiishment of a detailed and
very comprehensive inveniory of measuvres affecting the agricultural exports
and imports of the major trading couatries. This inventory has been conti-
nuously kept up to date. In the assessment c¢f various suggested solutions,
special attention was given to the specific problems of developing countries.



“he iepntiations begin

The pre-negotiation stage just described was prolonged more than had been
envisaged at the time of the Tokyo Declaration, one of the reasons being

the lengthy delay e¢ntailed in the passage of the United States Trads ri’l
ﬁhrough both Houses of Congress. 1This bill setting out the neaoilat*gg
powers of the U.S. delegation finally became law early in 1975 thus.

clearing the way for the opening of substantive negotiations in Geneva.

The Community itself, synchronizing its internal preparstory work with

the progress of the U.S. Congress in ecnacting the new legislation, worked

out a more detailed position on a number of important issues in January ;975°

ht its meeting on 11 = 13 February 1975 the Trade Negotiations Committee

set up six groups (with provision for sub-groups where necessary) cor-
responding to the six specialised groups which had been carrying out the
preparatory work since the TNC meeting of October 1974, namely, tariffs,
non-tariff measures, tropical products, agriculture, safeguard clause

and sectoral approach. With the setting up of these groups, the negotations
could be £aid to hzve started in earunest.

In his opening address the representative of the Community emphasised
the significant changes which had taken place in the international economic
gituation since Feovrusry 1972 wher the Community and the United States
made a mutual commitmenrt to open a new round of multilsteral trade
negotiations in the framework of GATT. The spckecman cited as examples
the continuing uncertainties and fluctuations in the monetary sector,
sharp variations in the price of raw materials-.and especially the steep
ircrease in oil prices, as well as the new preoccupation’with assuring
supplies of raw materials and energy. In the agricultural sector, the
eituation had passed from one of over-supply and surpluses to one of
shortages of certain products. In view of these changes, the Community
spokésman said, it 'could become necessary to "update" the regotiating
framework in a way which did not affect the fundamental aims. In other
words, the aim cf liberslisation and expansion of trade would be more
eacily reached if the multilateral trade negotiations were carried on
within the broader framework of the various international activities
being taken to overcome the present eccnomic crisis in the coursa of

1975,

As regards the developing countries, the Community was determined to
seek solutions wiich could improve their econcmic situation and their
foreign trade. The recently signcd Lomé Convention was a concrete cexample
cf the Community's willingness to propose and implement new policies to
promote the interests of developing countries.

The werk to date in the various groups and sub-groups will now be briefly
outlined.

| TARI¥FS

Tue lowering of tariffs has, of course, been the main aim of the successive
rounds of trade negotiations since 1945 but in spite of the substantial profrer
ackieved and the present comparatively low average levels of tariffs maintainer
by the industrialised countries these averages conceal the existence of high
tariffs on particular procducts or sectors in certain countries. Moreover, the
degrce of commitments - in the form of tariff bindings - vary considerably fra.
country to country. The Tokyo Round aims at further tariff cuts by means of
fermulae of es gerersal spplication as possible.



Community epproach

The Community approach in the tariff field consists of seeking a significant
reduction through a harmoniration of the levels of tariffs so that there will

be ste.p2r reduction of high teriffs then of low. In other words, the highe~-t:
the tariff the greater the reduction 6f the customs duty. The Community has

put forward in Geneva as a working hypothesis a formula which weould achieve

this objective of a harmonised reduction of tariffs. This formila is of the
type'y (rate of reduction) = x (actual level of tariff) which can be repeated
several times. Thus, a tariff of say, 20%, could be reduced either to 163
(> time), 13.5% (2 times), 127 (3 times), etc.

Certain other delegations would prefer a linear reduction of the type which
vas applied during the Kennedy Round whereby tariffs are cut by a fixed
rercantage regardless of how high or low they are. The drawback of this
nmetitod for the Community and other countries which have a relatively low
iverage tariff is that it would result in reducing some tariffs to such a
tow level that they would afford no protection and that there would be
iittle leverage left for subsequently obtaining reductions in the higher
customs duties which others would still be msintaining.

The Community approach also favours a threshecld or floor beirg set, below
which no reducticns would be regquired for the reason just idindicated and

a.s0 to ensure that the developing countries whiclr benefit from the Genera-
iised System of Preferences cean continue to have preferentisl treatment for
their exports to the Community. Moreover, there .is the possibility, in cases
where an economic interest sc justifies, to go beyond the general formula

or the threshold.

Progress of Negotiaticns
"He Group larilis™ held four meetings between March and November 1975.

It Liss discussed gbout ten different proposals and hypotheses for tariff
cutting formulae. These can be grouned into four categories : the
harmonisation téchnicue favoured by thz Coumunity; the linear , accross.
the board technique; the item-by-itexn technique involving bilateral
requests and offers; and a combination of the ‘above technigues.

Delegations from the developing. countries have contended that any tariff
‘reduction plan should include a term ensuring differentiated trestment

for the developing count:iés in the context of protecting and enhancing the
generalized preference scheme or of compensation for the erosion of the
preferéntial margins.

Possible-lines of agreement om the following issues have been diiscusséd. On
basic rates,a solution will be sought which would retsin the btound GATT

rates for lariffs where they exist. On unbound items there remains e diver-
gence: the Community and cther countries favouring the rates actusily applied
while other countries are in favour of sta*uteory rates (which need not
necessarily be the rates actudlly applied) Concerning years of statisticsl
reference, it was agreed that basic statictical material will cover the years
19?0;72, with the option of coliating more recent data as soqn as it comes
to hand. Concerning the unit of statistizal reference,the Cormunity hes
proposed that a more stable unit of acccunt be taken than the current U.S.
dollar and that this should be the 1971 U.s. dollar. )

At the October meeting of the Group, the United States delegation indicated
tkat it would nct: be in a position before 1 January 1G7¢ to meke any
definitive statements avout its preferences on a:-tariff formula or working
hypothesis because of the need to review the advice received from the privste
sector and from Congress.

L]



NON~TARIFF MEASURES

As pointed out in the GATT report on Activities in 1974, attent ion in multi-
lateral trade negotiations has shifted from the pre-Tokyo Round emphasis on
tariff reductions to focus increasingly on non-tariff distorsions of. trade,

the effects of which have become increasingly significant as the general level |
of tariff protection has declined, But it is particularly difficult to negotlaue
on non-tariff measures and while some, such as quantitative resiricticrs, have
been discussed in GATT since its earliest days, others have never before been
the suhject of negotlatlon. Generally, the purpose of such measures is:not to
hinder or distort trade but to protect public health and safety or national se-
curity. However, it "is clear from prenarato*y work already done in GATT that
much can and needs tb be done to reduce non-tariff distorsions of trade.

The Tokyo Declaratlon calls for the negotiations to reduce or eliminate non-
tariff measures or, where this is not appropriate, to reduce or ellmlnate their
trade-restricting or distorting effects, and to bring such measures under more
effective international discipline,

The basig for the negotiations is a comp”ehen31ve inventory of not1f10a+1ons
‘made by governments of the non-tariff measures. which they ‘believe have either
“hampered their eiports.or provided unfair advantage to their competitors. This
inventory is open-ended and can be added to during the negotiations. As mentloned
earlier 350 notlflﬁatlons have been made to dete and are classified under five
broad headlngs-

Community Approach

In its "Overall Approach", the Communlry points out that the dlver31tv of nen-
Ffariff barr1er< makés it unrealistic %o seek a solution of a general character,
There must, therefore, be a case by cise abproach bearing in mind that in some
cases certaxn measures are interdependenti. The examination should be concentrated
initially on the measures which anpear to be the greatest obstacles to interna-
tional trade.

Where similar measures are zpplied by a large number of countries, multilateral
solutions are clearly the most suitable, whether by abolition or amendment of
existing prectices or by agreement on greater harmonisation of policies and more
international discipline. On the other haad, specific solutions can be found where
only one or two countries apply the measures complained about. The Community will
specify the bilateral non-tariff barriers of its itrading partners which it wishes

to see dealt with in the negotiations.
,Progress of Negotiations

TieGroup o Non=TariTTeasures held three meet ings between February and November
1975« Four sub-groups which have been meeting regularly were set up to deal with:

- Quantitative restrictions,” including licensings

- Technical barriers to trade (technical regulations and standards including packeg-
ing, lzbelling etc.);

~ Customs matters (valuation, nomenciature, documentation, other formalities);
~ Subsidies and countervailing duties.

With regard to guantitative restrictions the Sub-Group Quantitative Restrictions
agreed at its meeting in April 1975 that a process of informetion, examination
and dialogue should be undertaken with respect to existing quantitative restrictione.

The Sub~Group also agreed that this process would take place through detailed bi-
latceral or »lurilateral consultations between couniries notifiying a direct trade
interest in these restrictions.



By the end of September 1075, 21 couniries had notified the GATT Secretariat
of their desire to hold consultatious. These notifications were made aguinst
42 countries -ané the EEC. A number of these consultations have been held and
are still being held betwecen participants.

The result of these consultations, which have been reported orally by the

countries involved at the meeting of the Sub-Group Quantitative Restrictions

on October 28, 1975, are relatively modest so far because there is still
divergence of view on how to find a procedure for agricultural products, and fer
textiles products covered by the Multilateral Textile Fibre Agreement.

In the area of technical barriers to trade, considerable work has

already been done in elaborating an internatienal draft code on techniesl
regulations and standards. The Community fully accepts the need for

more international discipline with a view to preventing obstacles to

trade arising from either the applicztion or the adoption of standards

or regulations for example, aquelity or safety standards. or measures
taken ta protect the envirovament. However, the Community was obliged

to point out that the practical application of such a code would certainly
create difficulties. Within the Community a substantial effort is being
made to do away with national technicsl barriers io trade and to6 intro=
duce, where necessary, Community-wide regulations whicit could be subject
to the fuiure international code. At this stage it is not clesar, however,
if all the Communify's negotiating partners would be in the szwe position
to give country-wide effect to such a code; whether federal states, for
examnle, cculd make an internationally negotiated discipline binding and theix
Stata governments in the same way as the Community could, or, for that
matter, as any signatory country with a centralised system of government.




AGRICUILTURE

The Tokyo Declaration laid dewn that the negotiations concerning agricultare
"while in line with.the general objcctives of the negotiaiions should take
account of the speeial characteristics and problems in this sector', Previous
rounds of negotiations have faced difficultiés in the field of agricultural
trade mainly because of the variety and complexity of measures and devices applied
by governments to imports and exports. National agricultural policies are,
naturally enough, usually designegto protect the countzy'e farmers and ensure
sufficient national supplies. In addition to purely economic factors. , there
are usually cther aspects involved such as social, envitoumental, political,
all of which make negotiations in this area a difficult and oomplex matter.

Comnunity avyproach

The Comsunity's common ag11<ulfu1u1 policy (PAP) corvespoids Lo.the special.
conditicns of agriculture within the Community. Its principles and mechanisms
should not be called into question and therefore do not constitute a matter for
negotiations The Community believes that’ the specific objective of the agricul-
tural negotiations should, therefore, be ‘the expansion of trade in stable wcrld
markets, in accerdance with existing agricultural policies. The best way of
achieving the necessary stability would be by means of appropriate internationsl
arrongementss  In its "overall approach!" drawn up in June 1973, the Community
indicated its intention of proposing for products such as grains, rice, sugar
and thce most homogenecus milk products the negotiation of -a price mechanism
acccmpanicd where appropriate by storage measures. The carrying out of food aid
programmes would thus be made easiers In the case of other products which

cere not sulbed to such Agrecments, the Community could agrec to negotiate joint
discipiines such as a2 system of mutual restraints which would ensure that the
operations of the exporting countries on world markets run smocthly.

It was further declared that the application of the Community's iumport mechanisme
would be adapted to this new situation {6 the extent that stability on world
markets has been achieved as a result of implementipg such international arrange-
mentse. Additional action would be taken on produvts which are of particular
interest to the developing countries which would help them improve their

expert ‘revenue.

Progress of negotiations

The Grecup "Agriculture" set up negotiation sub-groups for three sectors of
products which are wicely traded and which, therefcre, might lend themselves

to multilateral solutions. The three sub-groups set up deal with grains, dairy
products and meat and they are dealing with all theelements relevant to trade
in these productse. Other products can be added later if necessaryo.

Concerning tariffs and non-tariffs measures relating to agricultural products,
the Group agreed that it would treat them. In certain cases of a 'global
nature" affecting agriculture which would be taken up in a number of contexts
within the overall framework of the negotiations, the work of the Agriculture
Group would be carried on in conjunction with the work of the "Tariffs" and
"Non=Toriffs" Groups. The precise interpretation of this agrcement has given
rise to difficulties for which solutions are being sought at the time of writing
this note »

Grains

At the first meeting of the sub-pgroup on 26 May, the representative of the
Community proposed that an international agreement be negctiated on the lines
indicated earlier. The essential features of such an agrecement would be 3



- improved exchanges of information on market prespects and production
policies;

-~ the setting up of mechanisms aimed at stabilising the international
grains market in terms of price and supply levels and at isolating
the market from any destabilising factors by means of concerted
stockpiling policies;

- improvement of the situation of develcping countries especially by
re-organising food aid structures.

The Community believes that such an international agreement would be a
solution covering all the important problems that arise in trade in
grains &s it offers an answer to the fundamental questions of supplies and
outlets as well as the conditions in which trade takes plece.

Many governments participating in the MTNs in Geneva are erlsc participaticg
in the work recently begun in the framework of the Internaticnal Wheat
Council in London concerning stocks and food aide It has been agrced

that at the appropriate time, the Grains sub=-group shall consider how best
to integrate into its work any results of the work going on in the
International Wheat Council.,
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Dairy Products

At its first session in June 1975, the sub-group decided to deal with =2ll
deiry products, but in the initiel stage to deal with anhydrous milk fat and
butucr, principal cheeses, dricd milk (skimmed mill: powder and whole milk
powqcr) and cagein. Other deiry products can be introduced 1nuo its work at

S any ctoge. .

‘he sub-group's work began by carrying out an analysis of the specific
charocieristics and of the strucutre and problems of world trade in deiry
productis, including the direct or indirect impact of trade barriers and trade
distoriing nractices. The next stage will consist of shudylng all the various
proposals which will have becen made and assessing their relevance to the
problems and the aims of the negotiations.

At the first session of the subwgroup, the represcentative of. the Community
proposcd that for the most homogeneous dairy productis one or more international
agreements, should be negotiated, covering milk powders, butter and butter fats.
For thesc products, a gystem of minimum and moeximum prices, including other
conditions of sale, would be brought into operation., The introduction of a
mayimum »nrice system which is 2 novelty in comparicon with existing arrangemcnis,
would afforqg guaranteed supply conditions for imporiing countries parties fo
the agrecment.

In the cheese sector, the Community believes that since a general agrocment
on prices does not seem fecasgille becausc oi the various products involved,
ceriain rules could be agreed beiween importers and exporters so as to permit
the resularisation and expansion of trade.

As %the principal producer, importer and exporicr of dairy products, the
Community witaches very great importance to the negoiiations in this sector.

Meat

The sub-group decided at its Tirst meeting on 13-19 June that it would
initially deal with all the rclevent aspects of trade in bovine meat
(including live animals). A similar approach *o fuiure work as that outlinéd
for the deiry products sub-group was adopted. Thus, the first stage would
congist in cerrying out an analysis of the. structure ond problems of the
world meat irade, including the direct or indircct impact of trade barriers
and trade distorting practices. in the second stcge, the sub-group will study
the varisus proposals put forward in view of arriving at suitable multilateral
solutions, '

The representative of the Community in his declaration emphasised that the
main zim of the negotiations should be to censurec that producers and consumers
arc protected from the harmful effects of the rccont swings between situations
of over-sunply and scarcity. The Communaity approach which he spelled out in
detail hag the threefold aim of :

- strergthening the existing information and consuliation procedures and
1merVLnP the market forccasting system;

- setting up coordinated action or "disciplimes” beotween importers and
c“rortors to ensure the orderly running of the world market, and

- laproving the exisgting rules end proccdures conceraing health regulations.

21 the October meeting of the sub-group, the representative of the Community
submittced a detailed analysis of the main chunges waich havs affected the
- international meat market over the past decade, One of the main conclusions
wihich he drow from this aanly-sis wos what any futurce rules and disciplines
wn*”u would be agreed uson with o view to bring bout the orderly running
the world merket, should be oo flexidble zg ;
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Community Approach

Community spokesmen have in various declarations emphasised that the sector
approach is essentially a “complementary technique” and could not be a substitute
for solutions of general application even if in a small number of cases it could
supplement such general rules. The eventual use of this complcmentary technigue
could only be decided after the negotiations on the general solutions in the
tariff and non-tariff fields had sufficiently adwanced. At the July 1975 mceting
of the Trade Negotiations Committee, Mr. Hijzen ~lluding to the difficult problem
of reciprocity in such an approach, said that the Community wos still waiting

1o be convincddthat ths sector approach was in the interests of all the partici-
pating couvniries and not just somec. ’

Progress of negotiationsg

The Group "Sector Approach” held iwo meetings in April and June., It was agreed
that in this arce of the negotiations, due account would have to be taken of the
specific trade problems of the developing countries and the need to cnsure more
favourable itreaimend for them where feasible and appropriate.

The Community supported by some other countries voiced a number of reserviions
about a Canadien proposal to launch a pilot study in the ores and metals sector
but did not block a suggesticn that the GATT secretoriat would assemble data on
trade, tariffs and non-tariff measures and (where available) on production and
consumption in this sector. It was understood that the data collected would not
imply a commitment by any delegation as to the way in which these items would
be dealt with in the negotiations. The secretariat woas also asked to make &
detciled oxzmination of the implications of the sector approach for developing
countries including identification of possible scctors of intersest to them, the
question of differentiated ireatment and the possible effect on the Generalised
Systom of Preferences.

At its November session, the group was to carry out o detailed study of the
documentation provided by the Secretariat in the areas mentioned above.

SAFEGUARD CLAUSE

The Tokyo Declaration Szys that one of the aims of the negotiations should be

"an examination of the adequacy of the multilaterel safeguard system® particularly
concerning the application of Article XIX of the General fgreecment on Toriffs and
Trade. This article prescribes when emergency action can bc tcken against imports
injuring domestic producers. It is often referred %o as the "safeguard clause™

or the "escape clause”. However, the fresdom of action of the member couniries
which wish %o invoke the safeguard clause is limited in various ways. For exemple,
action has to be taken on a non-descriminatory basis against all supplying countries
and the latter can take retaliatory action if consultations do not lecd to an
agreemcnt,

In its report on Activities in 1974, the GATT secretariat points eut that the
safcguards question is particularly complex and cny changes need to be zpproached
with greai caution. It may well be that agreemen’t on changes will only be possible
when the participating governments have a clear view of the likely outcome of the
rest of the negotiations. Among the questions which have been raised in preliminary
discussions are the definition of "material injury” which is the basic justification
for introducing safeguard mcasurces, the possibility of applying safeguards on a
selective basis, that is, only against the countrics whose exporis are causing the
injury, and the desirability of introducing provisions for multilateral surveillance
of ony safeguard measures tclken.

o
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TROPICAL PRODUCTS

The Tokyo Declaration calls for the treatment of tropical products "as a special
and priority sector”. Thesc products provide a large proportion of the export
2arnings of many developing countries. They include major commodities such as
cocoa, coffee, tea and certain vegetable oils as well as a very large number of
items which are of less significance in world trade. The GATT secretariat and
participating governments have assemblcd all the necessary data concerning trade
in these products and a request-offer negotiating procedure has been agreed.

Community Anbroach

[ P

As already indicated, the Community has set.as one of the major objectives of the
negotiations the improvement of the opportunities for the developing countries

to participate in the expansion of world trade. In the fiecld of tariffs on tropical
products, the Community is prepared to consider most-favoured-uation concessions,
but where developed countries are significant suppliers, it will consider making
concescions. in the. context of its generalised prefercnces scheme which it estab-
lishcd in 1971 and has been improving each year. Concerning tropical products
proper, the Community maintains its support for international agrcements whore
appropriate which aim at increasing the export earnings from tropical products.
Likewise, when implementing any international arrangements for certain agricultural
products, the Community will urge that the interests of the developing counirics
and especlally the least advanced among them should be taken into account.

Prosress of negotiations

At its first meeting in March 1975, the Group "Tropical Products" drew up guidelines
for the negotintions in this sector. The devaloping countries concerned were invited
to submit liste of initial requests for concessions to other partivipant countries
in whose markets they have an interest as exporters of tropical products. It was
agrecd that intensive consultations should proceed as rapidly as possible between
the cotntrics concerncd. These consultations would cover such matters as clarifi-
cation and discussion of the requests and the preliminary reactions to such requests
with a view to the early tabkling of offers,

Between Moy and October, the Community had received about 20 lists of requests ror
concessions on tropical products from countries in Central and Latin Awerica and
Asia. Bilgteral contacts betwcen the Community and the countriss concerned have

been tzkirg place which have clarifiesd the details of the requasts some of which have
sxtended to over 150 tariff hoadings. It was agreed at the October meeting of the
Group *that the target date of 1 March 1976 would be set for the tabling of offers.

w.

SECTOR APPROACH

The Tokyo Decleration had laid down that one of the aims of the MINs was "to include
an examination of the possibilities for the coordinated rcduction or elimination

of all barriers to trade in selectced sactors as a complementary technique". As
pointed out in the GATT Secretariat report on Activities in 1974, the sector approach
"is seen by some countrics as constituting a particularly effective way of attaciing
at one time the whole range of obstacles that may ke hamporing trade in, for cxample,
a particular raw material and in the semi-finished and finished products made from
it and thus of achieving meximum trade liberalisation.

It is zlso pointed out that experience of sectoral-type negotiations is limited and
that the technigues and implications necd *o be carefully studied. It is emphasised
that the aim of ony sectoral negotiations chould be to extend trade liberalisation

in the scctors .concerned further than would otherwise be achieved through application
of the goneral negotiating formulae to be adopted.
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Community Appseach
The Community considers that the present provisions of Article XIX should

ge.
maintainec

It must, however, be recognised that this Article has proved difficult

to operate effectively and the Community is prepared to take part in

any efforts to try and estabiish a better practical application of the
safeguard clause. While the Community favours a more flexible application
of this clause thaan hitherto, this should not have as result that there
‘would be excessive recourse to safeguard measures.

Progress of negotiations

The Group on Safeguards’held.méetings in April and June-July end it was
agreed that the work ‘would be carried out in two phases

- examination of how the present system works, and _ _

- if this reveals inadequacies, an examination of what to include in
a possible new or revised system. It was agreed that in both phases
of work the particular interests and problems of the developing
countries would be borne in mind. :

A checklist of questions was drawn up which the Group will study at its
Hovember meeting. It covers such yuestions as the desirability or otherwise
of selective application of the safeguard clause, of multilateral
surveillance, burden-sharing among importing countries, the''automatic
exemption"of all developing countries etc.

Conclusion

It is hoped to issue updated versions of this aide-memoire at regular
intervals for the benefit of the press for whom it is primarily intended.





