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OVERVIEW OF TRADE TERMINOLOGY

I. Definitions

GATT (General Agreement The GATT is a multilateral agreemezt, sub-
in Tariffs and Trade) scribed to by B85 govermments, that delineates
tules for international trade in goods.
The primary objective of the GAIT is to
liberalize world trade. GATT also refers
to the organizacion in Geneva which enforces
the agreement.

MFN (unconditional) Unconditional "Most-favored=nation” status
involves guaranteed equal treatmeant to all
countTies without requiring directly reciprocal
concessions. Unconditiomal MFN treatment,
consequently, translates into oondiscriminatory,
equal treatment.

MFYN (conditional) Conditional MFN has usually entailed either
the denial of a trade concession to one
country while giving that sane concession
to other countries, or the extension of a con~
cession to a particular country without
granting the same to any other country un-
less they also grant a reciprocal copcession.

National Treatment National treatment insures that a country
treats foreign persons or firms doing
business in its country the same way it
treats domestic persons or firms,

Non=Tariff Barriers Government measures or policies other than
(NTB'S) Also Called tariffs that impede or distort the flow of
Non~=Tar.ff Distorticns interpational commerce such as import quotas,
(NTD'S) subsidies, and product standards.



Reziprocicy

Trade Agreements Act of
1934, as azmended

Trade Agreements Act of 1979

Tokyo Round of Trade
Negotiations

CRS-2

The term has at least two differenc smeanings.
The traditional meaning embodied in GAIT rTe-
lates to & negotiasted reducziocn of a country's
ioport barrtiers inm return for similar com~-
cassions from another country. Balanced
concessions, in turn, are expected to lead

to & balanced impact on zrade {({i.e., exports ’
are expected to increase by as much as imports).

A newer definition of reciprocity aims at
making the level of barriers to trade equal
(in comtrast to making the negotiated com=
cessions equal). Congress had the former
definirion in mind in writing section 126

of the Trade Act of 1974, There reciprocity
is defined as substantially equivalent coo~
petitive opportunities on a sector by sector
or product by product basis. The objective
is to make competitive opportunities to sell,
for example, computers in Japan, equal to
those afforded by the United States.

The historic U.S. trade law that provided
authority for the U.S. government to enter
into bilateral agreements with other countries
for reciprocal tariff reductions. Such re-
ductions were then extended to other countries
through most-favorad—-nation clauses.

The Trade Agreements Act of 1979 approves

and implements the trade agreaements negotiated
and entered into by the United States in

the Tokyo round of the Multilateral Trade
Negotiations (MIN).

The negotiatious formally inmitiated by the

1973 Tokyo declaration. The Tokyo Round,

also called the Multilateral Trade Negotiatious
(MIN), differed from the previous GATT
negotiations 4in that more countries were
involved and greater efforts were made

to eliminate, reduce, or discipline nou=

tariff barriers to trade. The earlier
negotiations dealt almost exzlusively with
tariffs.
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U.S. TRADE REPRESENTATIVE BILL BROCK'S STATEMENT ON RECIPROCITY
MARCH 24 BEFORE THE SENATE FINANCE SUBCOMMITTEE ON
INTERNATIONAL TRADE AND FINANCE

The United States has long been.the world leader in
promoting more liberalized trading practices and poli-'
cies. As a nation, we have initiated every major
muitilateral negotiation, including the Keanedy Round
in the 1960’s and the Tokyo Round concluded in 1979.
We will not change course now.

We intend to continue more vigorously than ever
before our efforts for a freer world trading system.

Last summer, ] appeared before this Subcommittee
to present the Reagan Administration’s statement on
U.S. Trade Policy. The cornerstone of that policy was
expressed as follows:

“Free trade, based on mutually acceptabie trad-
ing relations, is essential to the pursuit of our goal
(of a strong U.S. economy) .... We will strongly
resist protectionist pressures. Open trade on the
basis of mutually agreed upon rules is in our own
best economic interests ...

Internationally, we will pursue policies aimed at
the achievement of open trade and the reduction of
trade distortions, while adbering to the principle of
reciprocity in our trading relations.

(Toward this end) .... we will strictly enforce:
United States laws and international agreements
....and.... we will insist that our trading partners
live up to the spirit and the letter of (such) agree-
ments and that they recognize that trade is a two-
way street.”

1 reiterate these statements of policy today. The
goal and intent of the legislative proposals — to make
sure trade is a two-way street ~- before this Subcom-
mittee are consistent with, and are a natural extension
of this trade policy. Increased equity and reciprocal
market access and opportunities for U.S. exporters
and investors has been, and will continue to be, a goal
of this Administration. Insofar as Congress and the
Administratics arc both examining ways to better
achieve this goal within the context of our overall
policy and our international obligations, we are in
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agreement. However, a clarification of our purpose is
essential, for a distorted use of reciprocity could
undermine ap aiready vulnerable multilateral trading
system, trigger retaliation abroad, further depriving
the U.S. of export markets, and erode, if not eliminate
our role as the worid leader in liberalizing internation-
al trade.

Our commitment to free trade requires a bold posi-
tive action, not just passive lip-service to an ideology.
The dynamics of trade are such that if we do not move
forward, then we slide back.

We make no contribution to the goal of free trade by
ignoring attacks upon it by others or by not pursuing
increased market access for our goods, services, and
investment. Clearly, no nation can long sustain public
support of any policy unless its people sense that there
is equity and tangible benefits for them in the applica-
tion of that policy.

Our adherence to a free trade policy requires us to

- strictly enforce existing trade agreements, to

strengthen our domestic trade laws to make them
more useful and responsive to the needs of those they
protect, and seek expanded coverage of trade issues
under the mutually accepted international framework
of the General Agreement on Tarifls and Trade.

In following this course of action, we must not lose
sight of the fact that the United States and its trading
partners must work within the framework of our
international obligations. The whole reason for the
existence of the GATT lay in the desire t{o eliminate
the trade destructive retaliatory practices of the two
decades preceding World War IL It has worked, if the
expansion of world trade over the past thirty-five
years is any indication.

Frustration with GATT's seeming iuability to deal
with new forms of barriers and trade distortions is no
justification for U.S. abandonment of our commitment
to free trade, and certainly no justification for our
resort to similar negative unilateral actions. On the
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contrary, it is cleariy our best reason for renewed
efforts to strengthen the international code of conduct
and make it work., We must view the many pieces of
trade legisiation that have been introduced in this
Congress in this perspective.

Four principles will guide our approach to any
suggested legisiation:

First, it must be absolutely consistent with cur-
rest obligations under the GATT and other interna-
tional agreements.

Second, it must stress multilateral rather than
bilateral or sectoral solutions.

Third, it must focus on strengthening existing
international institutions and expanding internation-
al agreements to include those areas, such as ser-
vices, investment and high technology not presently
covered.

Fourth, it must strengthen the negotiating man-
date and flexibility of the President in his efforts to
achieve a more liberalized world trading system -
and a reduction of barriers<to U.S. workers and
enterprises,

As U.S. Trade Representative, I have attempted to
vigorously pursue such a course of action. During the
past year my office bas initiated 10 Section 301 inves.
tigations involving 7 countries for unfair trade prac-
tices. We are now pursuing international dispute set-
tlemnents in these cases. Five such investigations were
recently initiated concerning the use of subsidies by
European nations on production of specialty steel. And
we have assisted many smaller industries by provid-
ing technical assistance on the different processes
available for seeking relief from unfair trade prac-
tices or competition.

1t is my intention to continue these efforts during
the coming year. There is more work to be done, and
commend the members of this Subcommittee for their
contributions. You have identified areas in need of
attentiom: trade in services, equitable treatment for
U.S. investors, and increasing competition in the high
technology fieid.

While the United States can move domestically on
these issues through legislation, an international fo-
rum is necessary to have our interests reflected in the
world trading systems. To this end, the United States
is actively participating in preparations for a Ministe-
rial level meeting of the GATT next November. We
hope to use this meeting not only to review the oper-
ation and implementation of the MTN agreements, but
also to chart a course for our international trade
activities for the balance of the 1980s. Among our key
objectives are the initiation of work precgrams on
services, investment and high technology. We also
hope to use the Ministerial to renew and invigorate
international efforts to bring trade ir agricultural
goods more closely into the disciplines of industrial
trade.
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This Administration believes that there are usefy]
elements contained in many of the legisiative propos.
als under consideration hers today and we woyld
welcome the opportunity to work with the Clairmen
and Subcomurnittee Members in both the Semate and
the House. While we cannot comrment on each provi-
sion of every bill today, I do wish to outline those
elements the Administration would find beneficial.

Tools To lncru‘u Market Access in Services:

In contrast to trade in goods, we are currently
operating without any meaningful international rules
in services trade, an area where we are experiencing
expanded trade opportunities and growing barriers to
them. It is therefore timely to clarify the President's
authority to negotiate international agresments for
services. Such a clarification should stress the need
for close cooperation with states that have key respon-
sibilities in some of our service sectors.

Clarification of the inclusion of services under the
authority granted by ‘Section 301 of the Trade Act
would demonstrate to our trading partners the United
States’ resolve in seeking equitable treatment in this
area. In addition, Congress’ specific mandate to nego-
tiate a multilateral ramework agreement for trade in
services would provide the Administration with the
tools to make such a goal a reality.

Tools to Insure Eguity in Dir;ct Foreign Investment
Abrosd:

As in the case of exports of services, there are few
international agreements to protect the interests of
US investors abroad. A clarification of the President’s
Section 301 investigative authority with respect to
unfair practices in the area of iovestment is neces.
sary. While it has always been and will continue to be
U.S. policy to welcome market-oriented direct foreign
investment into the U.S,, it is also U.S. policy to obtain
equity for US. investors abroad to the greatest degree
possible. However, since the implementation or pur-
suit of these two policies may occasionally create
operational conflicts, the investment issue deserves
careful conmsideration by Congress and the
Administration.

Further, like trade in services, additional negotiat-
ing authority in this area is an important and often
necessary step toward addressing manv international
problems in this area.

Emphasis on Reciprocal Msrkst Access in Section
301

Severa] legislative proposals have been made to
emphasize reciprocal market access or similar com-
petitive opyortunities in the consideration of a Section
301 case. Reciprocity as a principle embodied in the
GATT and in our trade laws, and increased market
access as 3 goz) of any free trade policy, is welcomed
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by the Administration. However, we must not enact
laws which will force U.S. trade policy to require
bilateral, sectoral, or product-by-product reciprocity.
1n our view, the primary and preferable method for
obtaining substantially equivalent market access
should always be to seek liberalization of foreign
markets rather than to raise equivalently restrictive
barriers of our own. Our goal shouid be to move our
trading partners forward through negotiations to a
level of market openness more similar to our own.

The concept of what we would term “giobal reci-
procity” — that is, the belief that the aggregate
benefits derived by each party to the GATT are sub-
stantially equivalent to concessions given by any other
party - has been the principle underlying our worid
system for trade in goods since the inception of the
General Agreement in 1948. Though the GATT and
most-{avored-nation (MFN) system has failen short in
some ways, the United States and other countries have
greatly benefited from this system. Therefore, we
intend to adbere to our mutually accepted obligations
under the GATT, and that must discipline our under-
standing of a reciprocity principle.

Because our present trade laws and trading system
already provide the tools to seek reciprocal market
access in our trade in goods, the Administration be-
lieves that the pursuit of more open foreign markets
becomes even more important in its application to
reaching non-tariff barriers in areas not adequately
covered by the GATT, other international agreements,
or US. law, like services and investment.

Modiflcation or Suspension of Existing U.S. Tariff and
internstional Taritf Concsessions:

Some proposals in the tariff area would provide the
President with more fexible authority to modify our
international tariff concessions and U.S. tariffs. Such
flexibility could provide authority that would assist
our efforts to obtain increased market access for US.
goods.

One such authority that expired in January of this
year is Section 124 tariff reduction negotiating author-
ity of the President. As the Chairman is aware, the
Administration is seeking an extension of this law and
legislation is currently pending before this Subcom-
mittee and the House Ways and Means Committee.

High Technology:

Focus should be directed toward the need for multi-
laterai consideration of high technology trade, a prior-
ity item in our work on the GATT Ministerial agenda,
and one which many countries legitimately recognize
as a critical area for economic development. I ask
that Congress examine the desirability of Presidential
authority to negotiate the reduction of barriers to
trade in high technology goods, including the reduction
of tariffs. Such a provision would give the President
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specific authority to reduce U.S. tariffs on high tech-
nology products im exchange for equivalent
concessions.

Other legislative proposals aiso deserve more care-
ful ezamination. There are areas which bave not been
fully examined. I refer to the ercsion or rejection by
some pations of industrial and intellectual property
rights, especiaily in more technologically advanced
products, or the impact of foreign industrial planning
and country targeting on an open market such as ours.
A thorough examination of these issues will be of
benefit. T

While there is much good in the ideas generated by
this Congress and this Committee, there are elements
of these trade bills which we believe would be prob-
lematie, if not impossible to support.

Extensive Reporting Requirements Tied to Section
; 301 Investigstions:

A number of the bills pending before Congress
would require extensive and continued analyses of
foreign barriers and require submission of a report on
these analyses to Congress together with an indication
of what action the Administration might take to elimi-
nate the barriers. The idea of developing a list of
foreign barriers is a good one and one that we have
already followed to some degree. For example, we
have developed a list of foreign practices in the ser-
vices sector as a first step in preparation for an
eventual multilateral negotiation on services. Howev-
er, I am opposed to linking such analyses to Section
301 by requiring that foreign practices be labelled in
accordance with the standards for action under Sec-
tion 301. For example, requiring the Administration to
state that a particular foreign practice is inconsistent
with the GATT or Codes before the international
dispute settlement body has had the opportunity to
review the issue could undermine the integrity of the
international dispute settlement systemn. Similarly, to
label any foreign- practice as meeting one of the
standards for action under Section 301 would preju-
dice a 301 investigation on the subject.

Addition of an Independent Standard which Couid
Lead to Sectoral Reciprocity:

As noted earlier, this Administration welcomes glo-
bal reciprocity as an objective or principle of overall
U.S. trade policy. However, to establish reciprocity on
a bilateral, sectoral or product-by-product basis would
undercut any realistic negotiating position. A new
independent standard for unilateral action under Sec-
tion 301 authority could mean that instead of judging
the fairness of foreign market access according to
internationally agreed standards, we would be re-
quired to judge it by the access accorded to foreigners

U.S. import Weekly
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in the U.S. market. That kind of resuit would under-
mine the muitilateral approach to international trade
and would be opposed by the Administration.

The issue of reciprocity is complex and a US.
reciprocity policy, therefore, needs to be formulated
and implernented in a compreheasive manner. It is a
basic fact of economic life that national economies
differ. Countries don’t produce or necessarily have the
capability to produce everything. For the past 35
years we have had to take this fact into consideratiou
in negotiating trade agreements under the GATT.

We knew that we couldn’t negotiate access to the
Japanese market for U.S. wheat producers by offering
access to our market for wheat to the Japanese, The
Japanese are in no position to export wheat to us and
would be understandably reluctant to accept such a
deal. Likewise, we couldn’t expect o negotiate access
to foreign markets for our computer exports by offer-
ing access to our computer market to countries which
don’t produce and which don’t expect to produce com-
puters. Therefore, a narrow sectoral approach to
trade negotiations could not be productive.

Instead, we have negotiated agreements with our
trading partners which cover a broad range of sectors,
with an overall balance of concessions which we
would call reciprocity. Nor can I support the use of
the term reciprocity if it means seeking bilateral
balance in the narrow sense. Even given the problems
we face with Japan in seeking greater market.access,
it would be dangerous to seek 3 bilateral balance of
trade with them as our standard of fairness. If we
were to do so, other countries with which we maintain
trade surpluses (such as the EC) would certainly pur-
sue the same policy with regard to the US.

In view of the principies ind probiems which [ have
set forth today, one can say that there are eiements in
each reciprocity bill which we could support as well as
elements which would pose dificuities for the Admin-
istration and for the world ecoromic order. Some of
the bills under consideration at this bearing today in
ope way or another attempt to provide for the im-
provement and strengthening of our negotiating au-
thority and leverage in areas of critical importance to
the Administration such as services, investment and
trade in high technology goods. Together, some of
these provisions could, in combination, prove useful in
our efforts to address these critical issues with our

trading partners at the GATT Ministerial as well as in

overall eforts to preserve by strengthening the inter-
national trade and investment system throughout the

‘remainder of this century.

Concilusion:

As we explore the issues raised by the legislation
now before the Senate trade subcommittee, the United
States will again be assuming an important leadership
role in promoting freer and fair trade. As the initiator
of every major negotiation, this is pot an unusual or
unexpected responsibility. '

This Congress and this Administration fully compre-
hend that agreements on services and investment

. must be negotiated, that the GATT must be tested and

strengthened, that agreements must be enforced, and
that equity of market access sought.

Throughout this exercise, let us remember that the
decisons we make will set the tone in world trade
centers. It is with this sense of responsibility that we
will work to open foreign markets, not erect new
barriers. Any other action would be contrary to the
interest of our nation and the world trading system.

COMMERCE SECRETARY MALCOLM BALDRIGE'S TESTIMONY ON RECIPROCITY
MARCH 24 BEFORE THE SENATE FINANCE SUBCOMMITTEE ON
INTERNATIONAL TRADE AND FINANCE

Mr. Chairman, [ am pleased to appear before this
Subcommittee today to discuss my views on reciproc-
ity and related legislation now under consideration by
the Congress.

The concepts of equal opportunity and market ac-
cess which are the genesis of current reciprocity
legiclatian are the core principles of free trade philos-
ophy. Without such equality, all nations engaged in
international trade lose the benefits from comparative
advantage. )

Since the establishment of the General Agreement
on Tariffs and Trade in 1948, member countries have
been committed to a system of mulitilateral trade
arrangements to reduce tariffs and other barriers to
trade for the reciprocal benefit of all. The United
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States is committed to the GATT system and to ex.
tending and strengthening its disciplines. The United
States has been well-served by the GATT system and
that system has shown itself to be an adaptable force
for trade liberalization through its various negotiating
rounds. We hope that the upcoming GATT Ministerial
in November will focus on the challenges of the fu-
ture, particularly in the services and investment area.
We will certainly encourage ail member nations to
join with us to expand equal opportunities in each
others’ markets.

The Need for Equitable Market Access

Despite the gains in eliminating barriers to free
trade over the past thirty years, there remains a need

Publisned By THE BUREAU OF NATIONAL AFFAIRS, INC., Washington, D.C. 20037
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for greater, more equitable, access to foreign mar-
kets: and a more concerted effort on our part and by
our major industrial trading partners to make this
happen. I beiieve that the United States has led this
struggle and is widely recognized for having and
maintaining the most open, the freest and fairest
market system in the worid.

The international system has expanded greatly
from the original 48 GATT members to one in which
over 100 nations participated in the last major round
of trade negotiations. The existing rules did not eavis-
age this vast expansion of the trading system.

More importantly, we are witnessing increasing
deviations, in certain areas, from the fundamental
principles underiying free trade. As successive trade
negotiations over the past 30 years have peeled away
traditional trade probiems, they have reveaied deeper
and more difficult-obstacles to trade. Nations which
kave agreed to reciprocal tariff reductions have often
simply raised more subtle nontariff barriers to pro-

tect particular sectors which in turn serve to deny

reciprocal market access to others. National prefer-
ences for local products, industrial policies which

foster or protect particular sectors, export credit sub- -

sidies, closed distribution channels, regional invest-
ment incentives, and hundreds of other devices have
emerged which still prevent the functioning of free
markets. These inequities coupled with the present
global econornic downturn bave considerably weak-
ened adherence to free trade principles and made
more sharply unfair the denial of market access on an
equai basis,

In addition, existing arrangements within the GATT
have been limited in focus to commercial trade in
goods. There are currestly no adequate multilateral

" disciplines in key areas such as trade in services and
direct investment. This administration bas already
stated its position that the international trading com-
munity can no longer ignore comprehensive action in
these areas.

New Statutory Authority

- The administration believes that there is a need to
strengthen and clarify the tools available to the Presi-
dent to provide more equitable market access in for-
eign countries to American business.

First, the Administration supports legislation which
would provide a statutory mandate for the President
to undertake negotiation of international rules in the

area of services and investment. There are few agreed
upon international disciplines governing services and
investment. An explicit Congressional mandate would
be yseful in gaining more cooperation {rom our trad-
ing partners in our efforts to make progress in these
m . o

Roughly 7 out of 10 Americans are employed in the
services sector. The services sector accounts for ap-
proximately 65 perceat of US. GNP. Based on data
collected by Commerce’s Bureau of Economic Analy-
sis, we recently estimated that international activities
in services — exports, and income from overseas
affiliates — amounted to $128 billion in 1980. Contin-
ued benefit from these trade flows is increasingly
threatened by barriers erected in foreign markets. We
must make it crystal clear to our trading partners
that we are united in our resoive to remove these
barriers and that we have the political will to do so.

Secondly, the Administration may be willing to
consider new statutory authority permitting trade
complaints based on inequitable market access. Such
authority, if properly defined, and that may prove
difficuit, could strengthen the President’s hand in
dealing with foreign situations where equitable treat-
ment does not exist and where international discipline
is inadequate or nonexistent. The Administration
welcomes the opportunity at a later time to work with
the committee or its staff on the specifics of such a
provision. I would note, however, that any such provi-
sion should not stem from a desire to achieve narrow
bilateral trade balances in specific sectors. Nor do 1
believe that we should establish a standard that would
move us in the direction of sectoral reciprocity. How-
ever, consistent with our international trade obliga-
tions, we must make clearer that the pace at which
equitable treatment has developed has not been ade-
quate and that present and foreseeable economic
realities urge us — all of us in the multilateral system
of world trade — to speed up this process.

Because the United States is the largest trading
nation, we have gained much from free trade and
many nations of the worid have benefitted greatly
from our open market practices, But we also lose
much when trade is artificially distorted and this must
be an element to be considered. Statutory authority
clarifying and strengthening the President's ability to
deal with inequitable market access can be a means of
increasing the gains from free trade.

1 would be pleased to respond to any questions from
your committee, Mr. Chairman.

U.8. import Wes ¢
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Reaganites Plan Tr

ade Offensive to Pfo'cf

Europe, Japan to Admit More U.S. Goods

By AxT Pive
Staff Reporter of Tha Waik STREEY JOURNAL

WASHINGTON~The Reagan administra-
don is prepanng a sarious foreign-irade of-
fensive aimed at prodding Western Europe
and Japan-especially Japan=-{0 open (heir
markets to more U.S. goods.

Al the same time, U.S. officials are con-
sidering dropping America’s cuslomary
goiden-ruie stance on trade and adopting a
new “‘reciprocity’” strategy: The U.S. would
penalize countries that don't gpen their
doors to American businesses by limiting
those countries’ access to the U.S. market

This strategy is ““something I personally
think we should study hard,” says Com-
merce Secretary Malcolm Baldrige, one of
its chief advocates,

The new, aggressive approach comes
amid a worid-wide recession that has made
America’s trading partners reiuctant, i not
sure 1o refuse, to reduce trade barriers fur-
ther. If anything, the sentiment in Europe is
to increase protection for domestic industry.
Growing Frustration

But as the recassion hits harder in this
country, it is arousing growing frustration,
particularly in Congress, over U.S. inability
10 open more foreign markets to American
goods. “Increasingly we're facing the ques-
ton ‘What do we do next?’ * says Sen. John
Danforth, a Missouri Republican who is the
chairman of the Senate Finance subcomrmit-
tee on internationa) trade.

Proponents of the reciprocity concept
argue that it is nothing more than the “‘fair
trade" approach called for by U.S. business-
men for decades. But previous administra-
tions and Congresses have rejected the idea,
and crides say it would mark 3-departure
from the Reagan administration’s free-trade
policies. Nonetheless, the incumbents at
both ends of Pennsylvania Avenue—whether
because of pressure from businessmen or
worTy about unempioyment-—are leaning
more in {avor of the idea.

Considering all the pressures one way or
another, Robert Hormats, assistant secre-
tary of state for economic affairs, views
1982 as 2 watershed year.” The world trad-
ing system is at a crossroads, Mr. Hormats
says: “Eith:r we'll succeed in getting our
trading parmers to begin reducing existing
subsidies and trade barmiers., or countries
will begin reacting and tightening up. What
hanmans 1n the nevt fow months could be
erucial.”

Although not yet finally approved by the
President, the new strategy is already got-
ting mixed reviews from (rade experts out-
side the government. They generally agree
that past efforts at opening up foreign mar-
xets haven't aiways worked well. But some
doubt that the rniew approach will be any
more successful. Moreover, there are fears
that l;nre rec1procity strategy may be pushed
too .

Danger In Congress

Heien B. Junz, an analyst at the New
York economic-consulting firm of Townsend-
Greenspan & Co., warns that if the adrmunis-
tration seeks new legisiation to back up its
reciprocity approach, it could risk 2 protec-
donist spree in Congress. “This could be
come as much a Pandora’s box as the hu-
man-rights issue did.”" she says. In the past,
uneven application of U.S. human-nghts
standards tended !0 hinder American ex-
porss. .

By far the most ambitious of the Reagan
administration’s foreign-trade plans for 1982
{s 3 major campaign to break down Japa-
nese barriers !0 American business—not
just in sules of commodities and manufac-
tured products.but also in services sych as
banking and insurance and in investment.

U.S. efforts to get Japan to open its mar-
xets have failed before. But this time, the
U.S. has a new tactic: Instead of seeking
concessicns on specific items, such as citrus
exports, it will prod the Japanese to recon-
sider their entire import palicy.

“What we want them to think about is,
Why is it that American industries that find
they're competitive in Europe can't sycceed
in the Japanese market?” says one US.
trade official, summing up the new ap-
proach. “That involves the whole gamut of
trade and investment.”

Agenda for Europe

The US. agenda for Western Europe is
less sweeping but potentially just as frus’
trating. Despite the contnuing high unem-
ployment there, the administration plans ©
revive tiree longstanding trade disputes, in-
volving agriculture, textiles and steel. :

US. strategists want the European Com-
mon Market to stop using its price supports
to finance artificial crop surpiuses that are
exported in competition with American har
vests, Washington also wants the Europeans
to stop subsidizing basic industries such as
steel and textiles—a difficult demand for
them to consider in view of record empioy-
ment {n those industries. .

U.S. officials also hope o convene 2 min-
istertal-level cnnference next November 10
review the 1978 international agreement that
lowered tariffs and other trade restrictions.
Such a conference could open the way for a
new round of talks—possibly {n 1984 or later
—aimed at reducing subtle barriers to trade
in services and to international investment.

U.S. Trade Representative William Brock
concedes that the whoie agenda is an ambi-
tious one, but he insists that new initiatives
are needed to maintain a healithy flow of
world trade. While contending that the U.S.
hasn't yet turned protectionist, ke notes that
Congress is becoming impatient,

“A lot of things are coming (o bear, both
pegative and positive,” Mr. Brock says.
“The trade pressures are the most [ntense
we've hag since the early 1370s. There'l]l be
a lot to do just to keep the system working.”
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Risk of Backsiiding

A similar view s expressad by Alan
Wolff, a senior U.S. trade official during the
Carter administration. “There hasn't been
as great 2 risk to the world trading systam
in the postwar period.” Mr. Wolff says. He
adds that the U.S. will be lucky 0 preveat
backsliding toward protectionism. let aloze
to liberalize trade,

Harald Malmgren, who heid a similar
post during the Johnson admintstration,
questions whether the U.S. should be push-
ing Europe on old issues such as agriculture
and stee| when the Continent has been hit by
recession. “It's just fighting yesterday's bat-
tles,” he warns. -

How hard the administration will push
the reciprocity ides isn't clear yet, Secre
tary Baldrige says he is advocating the plan
strongly, but other stratagysts, including Mr.
Brock, seem more cautious.

If the pollcy makers proceed as pro-
posed, the U.S. wouid conGnue 0 maintain
essentially open markets for foreign goods,
services and [nvesument. But if other na-
tons refuse to reciprocate by lowering their
barriers, Washington would respond with re-
strictons of its own.

Mr. Brock cites, for example, 2 provision
incliuded in the Senate-passed teiecomumuni-
cations-deregulation bill that wowd em-
power the Federal Communicagons Com-
mission to bar sales of Japanese telecom-
munications equipment if Tokyo doesn't do
mou;&re to allow U.S. companies nto its mar-

Law Under Review

It also isn't clear whether the administra-

tion will seek new legisiation o boister such
an approach Experts seem split over
whether the 1974 and 1578 trade acts provide
sufficient authority to carry out the strat-
egy. Mr. Brock's office is reviewing current
law now.
_ But sentiment for reciprocity legisiation
Is strong on Capitol Hill, where frustrated
lawmnakers view it as an attractve compro-
mise betweer more blatant forms of protec-
tonism, such as import quotas, and siower-
moving negotlations seeking to open up for-
eign markets. .

Missouri's Sen. Danforth already is pre-
paring legisiation that would empower the
administration to impose new trade barriars
in cases where other nations block U.S. busi-
ness. Rep. Joseph Gaydos. a Pennsylvania
Democrat who is chairman of the House
steel caucus representing hard-hit steel-pro-
ducing areas, nas drafted similar legsla-
tion.

However, the administration may not be
able to keep Congress in cheeX if it proposes
such iegisiation. [n addition, some trade ex-
perts contend, the whole approach may not
even de legal under the General Agreement



on Tariffs and Trade, which regniates woﬂd
trade.

Mr. Brock concedes that the rec;proclty
{ssue “would have to be handled carefully”
even under the best of circwmstances. GATT
rules allow countries to retdliate against
other nations' trade barriers only on a case-
by-case basis. And the rules don't cover
banking and investment.

The administration aiready has begun
prodding U.S. trading partners for consider-
ation of its 1982 agenda. Al Mr. Brock's invi-
tation, trade ministers from the U.S., the
European Common Market, Japan and Can-
ada will meet in Key Riscayne, Fla., Jan. 3%
and 16. And the administration has sarted
taiks with the Japanese with the atm of
pushing them to open their markets further.

Along with the thormier issues, the U.S,
agenda has two other itemns likely o keep
negotiators busy. Mr. Brock says he wants
to keep the administration's pledge to help
developing countries win more access 10
world markets. Plans still are vague, how
ever, and the cutlook is uncertain.

And the administration hopes to press
both Western Europe and Japan to go fur
ther in reducing export subsidies to their in-
dustries—thus easing subsidized eompeﬁuon
for American products. The countries I
voived agreed last summer lo take a first
step by raising for six months their interest
rates on loans financing exports. But that
agreement will expire in May.

The proposal for a2 new round of negotia-
tions on trade and investment ia the mid-
1980s—which the U.S. bopes to pusn at the
ministeriai-leve! talks next Novemoer—also
is expected to be difficult to sell. Thus far,
the major trading partners haven't grappled
at all with reducing barriers to international
fnvestment.

The US. wants primarily to talk about
reducing restrictions on trade in services;
paring “performance requirements” that
force foreign-owned companies to buy
locally or hire minimum numbers of local
workers; and setting new rules for trade in
high-technology goods and services.

No one expects overnight progress on any
of these issues—and particularly on opening
up markets in Japan. But the administration
seems determined t0 move ahead anyway.
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The Reciprocity Boomerang

A dangerous word is failing from
too many lips in Congress and the ad-
ministration. The word is ‘“reci-
procity,” and it's being spoken of fa-
vorably by U.S. Trade Representative
William Brock, Commerce Secretary
Malcolm Baidrige and powerful legis-
lators such as John Danforth, chair-
man of the Senate international trade
subcormumnittee, It threatens to convert
the muwal gains from our interna-
tional trading system into mutuai less.

The goal of “reciprocity” is to
close off U.S. markets to trading pant-
ners, principally Japan, that fail to
lower their own barriers to American
wares. As a threat, it may prove use-
ful in the administration's commenda.
ble ““get-tough’ etforis to open foreign
markets for U.S. agriculture and high-
technology products and service in-
dustries. But it's a threat that wiil
most lkely boomerang, and wreak
havoc on cur economy as well as the
delicate balance of intermational
trade. :

For one thing, people in glass
houses shouldn't throw stones, Though
the U.S. is the most open of all major
{ndustrial economies, we have plenty
of protectionist policies of our own.

Enough, indeed, that if other countries .

pursued a “reciprocity” policy of the
sért being bruited about in Washing-
160, our exporters would have good
reason to fear a cutoff of lucrative
markets. In fact, the growing protec-
tionist forces in Europe are eagerly
embracing the logic of reciprocity
when they threaten 1o restrict imports
from the U.S. as it for tie American
tat against European steel. Since the
US. bas a whopping trade surplus
wath the Conunon Market ($11 billion

|45t year), a reciprocity policy would

be foolishly self-destructive.

“1t's important to remember that
{rRport barTiers Aurt our economy, by

denying U.S. consumers and produc-
ers access to the highest-quality and
lowest-cost goods availabie. This is
true whether or not foreigh markets
are open 0 American goods. As many
Japanese government officials recog-
nize, Japanese high-technology indus-
try is being penalized by the reiuc-
tance of Nippon Teiegraph & Tele-
phone to buy sophisticated products
from overseas, just as U.S. manufac-
turers are put at a competittve disad-
vantage by American protectionism in
steel. A reciprocity policy would raise
American prices, lower competition
and innovation and cut off our nose to
spite our face,

Besides, let’s not kid ourselves
about trade burriers in Japan. Yes
there are many, and yes they should
be removed. But Japan’s $18 billion
trade surplus with the U.S. in 1381
would not have been greatly reduced
if trade between the two countries
were completely open. It’s hard to im-
agine that Japanese restrictions on
beef, citrus, services and semiconduc-
tor and other high-technology imports
greatly outweigh the effects of U.S. re-
strictions on Japanese auto, steei and
TV exports as well as our own refusal
to sell Japan Alaskan oil.

The biggest danger of reciprocity
legisiation is that it would put on auto-
matic pilot a weapon that protection-
ists could use at will. Every country
has unfair trade barriers, but through
painstaking muitilateral negotiations
many of them have been lowered. A
reciprocity law would undo this deli-
cate balance, by encouraging one
country to jack up its barriers any
time it was irritated by another. Since
there are always irritations in trade
policy, it's hard 1o imagine a surer

recipe for trade wars and resuling

worid depression. That's a kind of rec-
iprocity, but not one that any of us
want. - )
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Lawmakers Ponder
‘Reciprocity’ in Trade

WASHINGTON

Congress s gearing up for consider-
ation of what could be the rmost sweep-
ing change in U.S. trade policy in the
past 50 years—‘Teciprocity’” legisia-
tion, designed to prod other countries
into giving American goods and ser-
vices the same open access 10 their
markets that the U.S. provides foreign
sellers. ’ .

There's no doubt the momentum here is
gaining. Sen. John C.Danforth (R., Mo.),
chalrman of the Senate Finance Trade Sub-
committee, has drafted legislation with an
eye toward holding hearings on the bill
sometime this ,spring. And a number of
other lawmakers~both Democrats and Re-
publicans—are considering similar bills.

The administration's position isn't clear
yet. US. Trade Representative William
Brock disclosed in December he was toying

sure whether new laws are needed.

But it's sull fr from certain that
“reciprocity” legisiation will be enacted
this year, or that if it does become law
the language will mean very much. For
all the flurry in Washington, there are.
serfous obstacies proponents will kave to
svercome, At this point, the jegislation

But this approach would say, look, that
fine for a previous day. but the worid
has grown up riow. The U.S. will continue to
maintain relatively open markets, but only
for nations that “reciprocate” by accepting
U.S. goods without restrictions. If a trading
parmer refused to respond, the administra-
tion would be required to take retaliatory
measures, .

The concept seems appealing—just right,
in manv lawmakers' eyes—for the current
election year., Unemployment is rising
sharply, and there's growing frustration
over the nation's $18 billion bilateral trade
deficit with Japan.

But trade experts warn that, depead-
fng on the legisiation, the move couid
blow apart key existing trade agree-
meats—~and possibly spark a round of
retaliatory actions by major U.S. trad-

 tmg partners. Says, Canadian Ambassa.
dor Allan E. Goteib: “Sector y-sector
reciprocity is simply not achl vable in
the real world."”

of
shouid follow.
was

Wall Street Journal, Feb. &, 1982, p.1
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Beyond that, the legisiation faces some
procedural hurdies. Proponents aren't eveg
agreed on how o transiate the idea into law. |
Shouid the U.S. reguire reciprocity on an in-
dustry-by-industry” basis, or provide for
more sweeping authority? [f Tokyo restricts
the sale of American soda ash, shouwd the
U.S. block entry of Japanese cars?

The measure aiso faces potential opposi-
ton in the House, where the Ways and
Means Trade Subcommittee is expected 0
try to pigeonhoie it. .

Finally, it isn’t yet clear whether any bill
Congress ends up passing would be very
meaningful. Mr. Danforth's proposal, for ex-
ample. would require that the U.S. insist on
“equivalent market opportunity” for its
goods and services. If a trading partmer
balked, the administration would have a
specified time to negotiate 2 settlement. The
terms--and any sanctions- would be up to
the President.

That, in itself, might not be too much
more fearsome than what's now on the

. books, Existing legisiation already gives the
| President sweeping authority to impose

trade sanctions against countries that re-

; strict U.S. exports. But that power has been

sparingly. -.

Nevertheless, trade lobbyists concede it
will take skillful management to prevent the
‘“reciprocity” drive from turning into a pro-
tectionist spree. Lawmakers already have
introduced special-interest bills that would
mandate sector-by-sector reciprocity for the
steel and communications industries. “It
could easily become 2 Pandora's box,” one
poiicy maker frets,

And Rep. Barber B. Conable (R., N.Y.),
a longtime {ree-trader, notes that European
refusal to reduce agricultural subsidies has
cut into the traditional opposition of Ameri-
¢an farmers (o protectionist legisiation.
Most strategists figure if the reciprocity bill
gets past the Senate, the pressures ia the
House will be intense, It's the easiest way
for a Congressman to show he's “doing
something’' about the unempioyment prob-
lem, says Rep. Richard Gephardt (D., Mo.),
& moderate. “I'd give it a 50-50 chance.”

.nally. endorses the iegisiation. “If Res-
gan and Brock go along with &t, the bill
will sail throagh,” a lobbyist predicts.
“But they aiso couid kill it If they
wanted.”

So far, senior officials are betting the ad-
ministration wtimately won't publicly en-
dorse any reciprocity legisiation. but won't
oppose the notion, either—continuing the un-
certainty for U.S. trac 1g partners while
working behind the scenes to make sure
things don't get out of hand. The threat of
new legisiation can be a valuabie tool in
trade negotiations,

There are other considerations: what
shape the U.S. economy is in this spring and
summer, how much pressure the lawmakers
fee! from their constituents, and what fur-
ther steps Japan may take to open its mar-
kets to U.S. goods. Neither the administra-
tion nor Congress was impressed with To-
kyo's latest trade package.

Meanwhile, the administration is warily
trying to play both sides of the issue. Says
the trade representative, Mr. Brock: “‘We
don't want to ¢iimb onto the back of the ti-
ggr because it would be very difficult to get
off.”

—ART PINE



The current Washington catchword in
the fieid of foreign trade is “reciprocity.”
In its current and novel use, rectprocity
seems to say that the United States will
decide whether American goods are re-
cefving treatment ahroed equal W the
treatment we give to foreign goods here.
If not, then we will equaiize matters by
new restrictions on imports.

Alas, things are not so simple. Legis-
lation to enforce & one-sided American
view of reciprocity can open the door
to some very urwiessant events For
the administration to encourage Con-
gress aiong this line would be a reckiess
opening to protectionism. '

Some of the steam hehind the drive (or
reciprocity comes from the notion that we
should be in balance in our merchandise
trade account. Last yesr the United
States trade deficit with the world was in
the order of $28 billion. The deficit with
Japan alone probably will tum out o
have been about $16 billion.

Before reading too much into the
meaning of these numbers for reciprocity,
however, it is well to look more closely at
our international transactionn. When
everything is counted—irade in goudy
trade in services, returns on past foreign
investments—Ilo, we will show a surpius
of as much as $12 billion (Japan, which
rurns a deficit in sefvice transactions, will
have, coincidentaily, considerably smaller
surpius). In 1981, in other words, we did
not pey out more to foreigners than we

rved. Our i ional s

‘an overvalued dollar burdened all aspects
of our {oreign commerce.

When we focus narrowly on hilateral
merchandise {rade we see the large im-
balance with Japen. But we aiso find an
American surplus of some $11 billion
with the European Community. Should
the community argue that it s getting
non-reciprocal trestment? The com-
munity m turn registered a huge trade
surplus with its small neighbors in the
Ewopean Free Trade Association. With
Austria and Switzeriand alone it will
have been $12 billion. And Japan has 2
chronic trade deficit with Austraiia-New
Zealand and, of course, with OPEC.

These surpius-deficit trade posi-
tions follow in large part from strue-
tural differences in national econo-
mies. Even under pure [tee trade,
bilateral imbalances would be there,
possibly greater than ever. They pro-
vide a poor excuse for scapegoating
our trading partners,

The international trading system gawe
bilateral balancing an extanded trial

Philip H. Trezise

Let’s Not
Play the
Bully in
World
Trade

“lt Ls.sheer hypocrisy to say trade barriers exist
aalymja;xmandéh{'o;)e. Lverybody sins.”

The wruer is a semor feilow at
meBWlm

Washingten Post, Feb. Il 1982 (ap-ed)

to trade, That indeed is a sensibie ob-

jective. The GATT itself rests squarely

on the principle of reciprocal bargains,
How to determine the balance-of-

trade opportunity is the question. -

After more than J0 years of negotiated
reductions in tzade barriers, tariffs by
product or sectar are not equal country
to country. This is not because of dif-
ferential protectionism but because
past hargaining very frequently in-
volved an exchange of concessions on,

say, a chemical product for concessions
on, for example, a machinery category.
It is sheerest hypocrisy, however, o say
that trade barriers, tariff and non-tar.
iff, exist only in Japan and Eurupe,
none in the United States. Everybody
sins. What is bound to hring no end of
trouble is for the United States o as-
sert a unilaterai right to judge the sin-
ners and to assess the gravity of their
offenses. “Trade war” is a term uiten

used loosely, but some {orm of com~
mercial hostilities cannot fail to followm
from such an amertion.

. To take the point to a not implausi-

ble extreme, consider the European
commercial sirfiner, the Airtus. By all
accounts it s an excellent. aircraft,
competitive with compacabié American
pianes, Neither tariffs nor other officiat-
trade barriers hamper its saies hers,
but American carriers have been reluc-
tant to buy the Airbus, no doubt foe
good business reasons. Is it imaginable,
however, that the Europeans will not
choose to believe, and once we provide
the example, to act on the belief that
the Airbus has been the wictim of a
hidden American non-tariff barrier?~ °

No ons should guarrel with the ads
ministration’s efforts to get other people
to lower their trade barriers. We have
rights bought and paid for under the
GATT. We have the new GATT non-
tari{T barrier codes, hardly tested so far
We can, if GATT procedures seem ex-
cessiveiy siow, discuss and negotiate with
our trading partners, as we are dving
with Japar. What dves not muike sense,
even under the narrowest construction
of American interest, is to lay claim tu
virtues no one possesses and to play the
budly in pressing them on others.



A Glphal Trads War

In1ns
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Japan biocks out foreign
aiuminum. Europe subsidizes
food exports. The U.S. talks
of fighting back. It's a free-
tor-ail that's spreading.

Danger is mounting of a multibillion-
dollar trade war that could cut U.S.
sale< abroad and boost prices Ameri-
cans pay at home.

Country after country is putting up
barriers against imports and subsidiz-
ing exports, American policymakers
say. Europeans and Japanese, for their
part, are complaining that Washington
is guilty, too.

“Around the globe, calls for protec-
tonism are louder and more shrill than
they have been in 50 years,” says U.S.
Trade Representative Bill Brock.

Even in the US,, the cries are getting
louder. As domestic firms lose sales to
foreign competitors, members of Con-
gress, labor unions and businesses are
demanding retaliation. “It makes no
sense whatsoever for our nation to be
operating under principles of free
trade when many foreign countries are
erecting barriers at every turn,” says
Representative James J. Florio (D-N.].).

Increasingly in Congress and within
the Reagan administration there is talk
of “reciprocity”——putting up import
barriers to countries that are closing
their markets to the U.S.

Mounting trade imbalance. Behind
all the tough talk is a huge U.S. trade
gap with the rest of the world. Last
year, the U.S. imported 39.7 billion doi-
lars’ more goods than it exported, and
the deficit is expected to be even big-
ger in 1982 .

“The U.S. competitive position is be-
ing challenged as never before,” says
Secretary of Commerce Malcolm Bal-
drige. “The long-term effects on our
national security and our international
influence could be severe.”

The impact of U.S. trade woes on

American workers is showing up clear-
ly. The Labor Department certified
28,000 persons as eligible for relief be-
cause their jobs were eliminated by
sales of imports last year. The Census
Bureau estimates 4.8 million U.S. jobs
depend upon exports of goods and re-
lated services.

Right now, U.S. anger is directed
mainly at Japan, which over the years
has become a major supplier of autos,

U.S.NEWS & WORLD REPORT, March 1, 1882
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in the U.S.~selling them below what is
determined to be a fair value. But U.S.
manufacturers complain that dumping
suits are time-consurning and that they
often have to depend on foreign data

to determine the fair value.
Most threatened by Japanese pro-
ducers is the American

Pluses and Minuses

U.S. Balance of Merchandise Trade

auto industry; which has
watched as the Japanese
share of the US. market
has grown from 9 to 22

With Esropean
Common

B2 Japan

USAWA—demc amx US. Oupt. of Comamen

$18.2 |
biL -

percent in six vears. The
U.S. persuaded the Japa-
nese to limit their exports
of Toyotas, Hondas, Dat-
suns and others to this
country to 1.68 million
cars in 1981, but reces-
sion-hit auto makers are
talking about a lower quo-
ta this year. Ford Chair-
man Philip Caldwell went
further in a Tokyo speech
February 9 when he ap-

pealed to Japanese manu-
facturers to make more of
their cars in the U.S,, thus
subjecting themn to many
of the higher operating
costs that American firms
must pay. .
One reason that the
Japanese cars are so popu-
lar here, claims Brock, is
that they have a built-in
cost advantage. Lower
wages and taxes in Japan
make the average car of
the same quality $1,800
cheaper to produce in Ja-

television sets, rhotorcycles, stereos,
stee] and hundreds of other products.
Japan's sales to the US. this year are
expected to exceed its purchases of
American goods by more than 20 bil-
lion dollars.

“The Japanese are closing out US.
imports, and they are mounting an ex-
port drive in certain areas where they
flood the markets,” complains Lionel
Olmer, under secretary of commerce
for international trade.

The Japanese do not mind selling
products below cost, he contends, be-
cause they are more interested in full
employment than profits. One exam-
ple is Japan’s rapid growth in produc-
tion of computer-memory chips, to the
point where it already has grabbed 70
percent of the U.S. market for one of
the newest types of chips. “The price is
driven down until one must look and
wonder whether it represents fair
trade,” Olmer says.

U.S. laws require higher tariffs when
another country injures American
firms by “dumping” surplus products

13

pan than in the US, he
contends: The Japanese charge a 20
percent excise tax on all cars, but that
tax is rebated to Japanese auto makers,
he says. :

Controiling suppty. It is such favorit-
ism to Japanese firms that particularly
rankles Washington. The Japanese
have driven up the cost of US. steak in
their own country from $4 to $18 a
pound by limiting beef imports. Other
quotas limit sales of American oranges,
milk and leather.

Under pressure of worid recession,
Japan also is putting up a new system
of aluminum tariffs that will protect its
industry from U.S. competition. The
Japanese say the measure is justified
because the industry is distressed.

U.S. officials have been even more
eritical about a variety of nontariff bar-
riers that keep out imports of such U.S.
goods and services as cigarettes, sport-
ing goods, health-care products, alco-
hol, investments and insurance.

Reacting to complaints, the Japanese
government announced on January 28
that it would eliminate or reduce 67 of
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99 such barriers, but U.S. officials say
that did not go far enough. Washington
is considering tough measures, such as
lirniting Japanese irmports or filing
compiawnts under the General Agree-
ment on Trade and Tariffs, a basic in-
ternatonal rade pact.

American ire is turning also toward
Europe. “There is grave concern about
the growth of agriculture exports by
European countries and how they are
subsidized by their treasuries,” says
Agriculture Secretary Jjohn R. Block.
Specifically, Block accuses the Europe-
an Econornic Community of flooding
world markets with pasta, sugar, wheat
and other products at low prices. US.
officials are considering taking this case
to the GATT ministers.

There is friction, too, over ‘the 66.8
percent increase in European steel
-sales to this country in 1981. American
stee] firms have filed more than 100
antidumping complaints, urging that
Europeans pay higher tariffs. The cases
moved a big step forward February 18,
when the U.S. International Trade
Commission ruled that domestic firms
probably were injured by dumping.

The complaum signaled the collapse
of the “irigger-price mechanism,” a 4-
year-old system that all sides accepted
as a way to assess penalties for steel
sold below cost in this country. Steel
analysts said the breakdown was a sign
of frustration over recession in both
the United States and Europe.

European labor unions are increas-
ing pressure on governments to keep
jobs from disappearing as the economy
there worsens. U.S.-based multination-
al firms complain of moves now under
way in the European Common Market
that could force them to consult with
unions before moving a plant and that
couid make company officers liable for
actions that cost Europeans jobs.

The U.S. is taking its lumps from its
neighbor Canada, too. U.S. oil compa-
nies comphm that under the Trudeau
government's “Canadianization™ poli-
cy, they are forced to sell their hold-
ings. Foreign companies are not al
lowed to extract oil on federal lands
and the Canadian government heavily
subsidizes exploration by domestic oil
businesses. Other firms fret that a Ca-
nadian review board lets in only for-
‘eign investors judged to be of “signifi-
cant benefit” in providing jobs and
UusiLESS W Caliauiall suppliers.

Cloth push. Another threat, in the
view of U.S. officials, comes from the
world’s developing countries. They
have quinrupied exports to the US. in
the last 10 years. The U.S. and Europe
are threatening to tighten import quo-
tas on textiles from South Korea, Tai-
wan and Hong Kong, among others.
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With trade worries arimng from all
directons, members of Congress are
moving fast to do something. One ap-
proach widely backed is a “reciproci-
ty" measure introduced by Senator
John C. Danforth (D-Mo.) and 11 oth-
ers on Feoruary 10. The bill requires

U.S. Jobs That
Depend Upon Trade
Trade= Percantage
Reiated  of Totat
Jobs
Alsbarra 70.800 5.0%
Alaska 5700 34%
Arizore 47,400 45%
Arxarees 38,000 44%
Catitornia 518,000 £1%
Coloradn 44,500 4%
Connecticit 107,500 72%
Deigware 14,200 £5%
Diszicet of
Columbin 4,500 1.6%
Flonda 141,700 9%
Georga 197,900 4.9%
Hawad 6.800 1.8%
idaho 14,300 ™
llinois 285800 7 5.3%
Inciana 143,800 3%
lowa 58,600 42%
Kansss 44,400 4.0%
Xantxky 57,300 4.0%
Louisiana 52,600 4%
Maine 18,500 42%
Maryiand £8,100 1%
Massachusetts 157,300 5.0%
Michigan 237,000 £8%
Minnescts 85,100 42%
Mezstsaioni 38,800 40%
Messouri 90,500 4.3%
Mortane §,500 1.7%
Nebraska 19,800 7%
Nevade §,500 1.6%
New Hampshire 2,600 $A%
New Jersey 176,500 55%
New Meicn 7.900 1.8%
New York 377,100 52%
North Caroiina 164,600 L1%
North Dskot §,200 2%
Ohio 298,900 88%
Ckiahoma 44,300 5%
Oregon 58,700 £1%
Pennsytvaria 288,500 5.9%
Rhode isiand 30,500 75%
South Carcing 78,000 82%
South Dakota 8,400 20%
Ternesses 94,100 51%
Teas 287200 44%
Vah 17,500 1%
Vermont 10,800 4.8%
Virgnia 91.900 40%
_ 114,100 8.7%
West Virgirae 28,800 43%
Wisconsin 1 18,800 £7%
Wyorning 2800 13%
United
States 4,778,900 5.0%
Note: Emoicyment fiures ars for manutae
Lred exports ony.
LS A3 oz US Dex. of Camreecn

the administration to measure the im-
pact of foreign-trade barriers on the
U.S. The President wouid then propose
counteractions by the U.S, if the barri-
ers were not removed.

The Reagan admirusrration has not
formally endorsed the idea of reciproe-
ity but plans to use threats of such leg-
isladon to pressure other countries to
drop their barriers.

Some trade experts fear that at-
tempts at reciprocity may run counter
to international treaties. Says Williarn
R. Cline, senior fellow at the Institute
for International Economics in Wash-
ington: “When you start down the
route of retaliating for things you think
are unfair, you invite other countries to
start retaliating against you because
they may think something you are do-
ing is unfair.”

What's more, by keeping out lower-
cost goods from abroad, the US. could
add to inflation at home because Amer-
ican manufacturers would face less
compettion.

Dollar biamed. Foreign critics say
that some of the U.S. trade woes are its
own fault. For one thing, the 18 per-
cent jump in the value of the American
dollar in 1981 has made imports rela-
tively cheap here and U.S. exports too
expensive for foreigners.

The Japanese claim that the US. isa't
aggressive enough in promoting ex-
ports. They charge that US. auto mak-
ers, for example, will sell them only
cars with the steering wheel on the left
side, even though the Japanese drive
on the opposite side of the road from
Americans. US. firms expiain that de-
mand in Japan is not strong enough for
them to build cars differently.

Americans have their own protec-
tionist barriers, too, say experts:

' a Consumers for World Trade, a
Washington trade group, estimates
that the public is paying 2.7 billion dol-
lars 2 year in higher clothing costs be-
cause of the 29.3 percent average t:.nﬁ'
on apparel imports.

s Under the Buy American Act, US.
firms are favored over foreigners in
governmment contracts.

m The American Retail Federation
says U.S. stores ran out of wool sweat-
ers last fall because of an embargo on
sweaters from China.

Some officials hope that business re-
covery later this year will reduce pro-
tectionist pressures. Yet Brock warns:
“The choices we make in 1982 are piv-
otal for the future of the world eco-
nomic order.... We cannot blindly
hope that a worid economic upswing in
the near future will allow these deci-
sions to be avoided.” a

8y MICHAEL DOAN

U.S.NEWS & WORLD REPQRT, Marcn 1, 1982
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‘Market Access’ Plan

By Hobart Rowen
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U.S. Agrees to Support
U.S. AgTeeS to Back ‘Market Access’ Concept

TRADE, From D11
Japan on Capitol Hill would be a
b_.ck-door route outright protec.

the basic US. commitment to the
GATT and 0 muitilatersl trade
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Japan relates to getting American
high-tech items into what U.S. com-
panies charge is a protected Japa-
nese roarket.

Commerce Secretary  Malcoim
Baldrige. who reportedly had been

iprocity legislation, expressed his
gratification with the administrs-
tion's position and said that. on the

g
;

]

for new legisiation
y from the swelling Jap-
e surpiuses st & time of
national recession here resuiting in
growing unempioyment. Aithough
Japan has taken s series of signifi-
cam steps to liberalize trade barriers,
US. officials are pressing Japan Lo
do more. Sen. Lioyd Bentsen (D-
Tex.) aiso listed a wide varety of
compisints against the European
Ecanomic Community and Canada

i
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By Art PN
4 Swaff Repoiter of Tuk Warl STaeeY Jouasal

WASHINGTON - The Reagan administra-
tion and Congress agreed {0 seek a compry:
mise on the controversiaj] trade ‘‘reci-
procity”’ legislation, with plans to push a
new bill to the Senate floor by early sum-
mer.

After an opening day of hearings. John
Danforth (R., Mo.), chairman of the Senate
Trade subcommittee, and U.S. trade repre-
sentative William Brock agreed yesterday o
work. jointly on new legisiation that con-
forms to international trade rules,

It stll isn‘t clear how much the eariier
reciprocity bill will have 10 be changed, The
measure introduced by Sen. Danforth basi-
cally would call on the U.S. to retaliate
against countries that don't mateh U.S.
trade openness,

1 However, Mr. Brock firmly indicted that
‘mebﬂl‘nuhave to be watered down sub-
i stantially before the administration can ac-
]
!

it. He also asked the lawmakers 0 pro-
ide broad new presidential authority to ne
gotiate rules lor investment and trade in

pilt

o Specifics

compromise pledge came after Mr.
and Commerce Secretary Maicoim
d the pane] that they wouid en-
reciprocity as a policy goal but
ob)ected to specifics in the eariier

T
§g§§§?
B

w

rock aiso objected to a proposal
have required the administration
that specific trade practices of in-
countries are unfair or unreasona-

3Ex

§_gss
E

He said o0 do so would prejudice any
case the U.S, might want t0 bring in the §7-

- country General Agreement on Tariffs and
Trade, which sets international trade rules.

Both sides indicated yesterday that any
compromise trade bill almest certiniy
' would contain two slements. The president

wouid have broad new authority o negotiate
{ with other countries new rules governing in-
, ternational investments and trade in ser

| case
i
]

Compromise on Trade ‘Reciprocity’ Bill
Is Sought by White House and Congress

vices, which aren't covered under GATT. He
aiso would have substantiai tariff-cutting au-
thority in order to negotiate liberalized re-
strictions on high-technology exports. Mr.
Brock is seeking new worid-wide trade liber-
alization talks for the 1980s.

Retallation Issue
However, both Mr. Brock and Secretary

the provision calling for the U.S. to retaliate
against a country that refuses to open its
markets.
Mr. Baldrige cautioned that the concept
“may prove difficult” to draft into law,
while Mr. Brock warned that the provision
might prompt other countries 10 enact new
restrictions of their own. But the two offi-
¢fals agreed to discuss the issye.
The administration's middie-of-the-road

ing Tuesday at which Mr. Brock and Mr.
Baldrige warned that the White House wouid
have 10 compromise or risk a protectionism
spree in Congress,

their comments yesterday that even the cur-

the full finance commitiee. Some 13 of the
finance comumities's 17 members Bave co-
spomored reciprocity legisiation of some'

On a related issue, Mr. Brock indicated
that the US. doesn't intend to follow the Ey-
ropean Common Market in formally taking
Japan o GATT on an array of charges of
unfair trade practices. He said the admunis-
tration would prefer to work out a bilateral
solution Arst.

Mr. Brock also toid the panel that the
U.S. "“has done all that we can do” in trying
to persuade Japan (0 open its markets to
more Western goods and services, and will
sit back and wait for Tokyo to aanounce its
fong-promised reiief measures.

Support for the reciprocity legisiation
within lhe subcommmities came from both
Democrats and Republicans. Mr. Danforth
defended lhe measure against charges that
it is protectionist. He contended that *this
beleaguered legislation has gotten 2 bad
name.

Free-trade advocates have charged that
the reciprocity legisiation would reverse the

historic free-{rade policy stance of the U.S.
and invite retaliation by America’s major
trading parmers. Foreign governments also
have criticized the reciprocity concept.

Baldrige expressed strong skepticism about

position was devised during 2 Cabinet meet- '

Subcommittee members indicated by
rent. tough reciprocity bill easily would pass '

)
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(editorial)

Trade the Brock way

Perhaps nothing is more important to lift-
ing the worid out of the economic downturn
that has hurt so many nations in recent
- months than ensuring a continuous ~ and ris-

ing - level of international trade. For that
reason the Reagan administration deserves
credit for seeking legislation that would allow
the President to negotiate liberalized new
rules for trade in investment, services, and
.high-technology products. It .also deserves
plaudits for opposing protectionist measures
now before Congress that would retaliate
against pations that umit/me import of
American goods.

US trade representative Bill Brock was
hardly exaggerating when he told lawmakers
this week that for the US to set up reciprocal
trade barriers against other nations ‘‘couid
undermine an aiready vulnerable muitilat-
eral <trading system, trigger retaliation

abrpad, further deprive the Unites States of ..

export markets and erode, if not eliminate,
our role as the world leader in liberalizing in-
ternational trade.” Sad to say, over 250 bills
now before Congress would establish recipro-
cal US trade barriers. -

Opposing such bills does not mean the ad-
migistration is taking a kid-gioves approach
to sations that bar their markets to US goods

. and services. Far from it. While rejecting out-
right retaliation, the administration is seek-

7

ing authority to close off imports of certain
goods from such nations until mutually bene-
ficial trading rules are worked out that guar-
antee access to markets. It is also appiying
tough dipiormatic pressures to nations with
large trade imbalances, such as Japaan. which
posted an §18 billion surpius in its trade with
the US last year.

The whole tangied issue of trade in ser-
vices and investment will be coming up at a
ministerial conference in November of mem-
bers of the General Agreement on Tariffs and
Trade (GATT). Current international trading
rules apply essentially to manufactured
goods. Yet service trade represents a growing
and significant element of world commerce.
That is especially true for the US, where
seven out of ten jobs are in service flelds and
service-related income from exports and
earnings of American subsidiaries abroad
reached $128 billion in 1980. Many nations re-
strict service-related imports. -

Tbe administration must continue to press
for new international rules governing service
trade. Meantime, it is heartening that it is vi-
gorously opposing reciprocity legisiation that
would retaliate against other nations and in-
vite the risk of a worid spree in protectionism.
The goal must remain that of opening ~ not
slamming shut - the doors to maximum pos-
sible international trade.
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Busy Umpire

GATT Caseload Rises
As International Trade
Meets Serious Strains

New Use of the Organization
Camnes Its Own Dangers:
“You Could Blow a Fuse’

Is the Old Consensus Ended?

By Axr Pz
Staf! Reporier of THE Wall STREET JOURMAL

GENEVA~For the past 35 years the
General Agreement on Tariffs and Trade has
been the school-crossing guard of the inter-
national trading system.

Based in an imposing mansios oa Lake
Geneva, the $7-country compact has set the
rules for the conduct of worid trade. Under
its. aegis, the major non-Comrnunist trading
nations have steadily reduced import quotas
and tariffs. When a trade dispute has arisen,
GATT bhas often served as mediator. The
larger industrial nations, however, have
generzﬂy shunned its dispute-setiling ser
vices. GATT has been left to deal primarily
with minor rules infractions, usually tmvoiv-

ing T countries.

But today, with the world {n 2 recession
and on the rise, ma-
jor nations are turning to GATT o

that easily overwheim 1 full-blown po-
1 Western Europe, the U.S., Japan
and Canada are embrotled in disputes that
threaten to undermine GATT's basic {ree-
trade principles.

Complaints TFlled

Last month, tn 2 major stepup in trade
hostilities, the European Common Market
flled 2 compiaint in GATT against a broad
array of Japanese trade practices—a move
that could lead to stiff Common Market pen-
alties against Japan. The US. has filed a se-
ries of petitions against European subsidies
of agricuitural exports, tncludmg wheat
ficur and pasis ood Wahingizn has begun
GATT proceedings against Canada because
of tough Canada-first restrictions in Otta-
wa's foreign-invesument policy.

Qther pressures threaten to strain the
system further. European governments
want o bend GATT's rujes to sheiter their
ailing mdustries. The US. is flirting with
“reciprocity’’ legisiation that would permit
limits on imports {rom any countries deny-
ing the same access to American goods and
servicas that the U.S. gives theirs; some
crites see tBis as a threat 1o GATT's foun-
datons.

smaile
protectiontst
trading
heip solve explosive mternationzl conflicts
could
ce foree,

1982, p.i

Under all these strains, many trade ex-
perts fear, GATT could collapse, unraveiing
Qe (nternational trading system and height-
ening the possidility of 2 1930s-style depres-
sicn. “There’s a2 danger that if youovericad
Lbedrcmtyoucanblovatuse“freuw

Trade Has Soared

In many ways, the heaith of the world
trading system bas decome directly linked

to the smooth functicning of GATT. Bstab-
.lished in 1347 to prevent 1 buildup of bar
riers like those that su'u\:!ed vlortdu-ade

Cana_daureedlnpﬂndplemmGAﬂ
GAﬂoﬂdlk.me'ﬂooddmm

kel, the former Swiss trade negotiator who
the director general of GATT, welcomes
increased use for settling disputes as "2
by nations to the rule of order.”
e analysts, however, fear that GATT
the power to enforce its ruiings in
cases invoiving big industrial nations.

38!
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When GATT fnds a defendant nanon
guilty -of breaking the imternational trade
rujes, it can only authorize 2 compiaming

Even then, the penalty might not hurt seﬂ:
ously and the guilty country might refuse m
correct its trade practices.

William N. Walker, a lawyer who served
as U.S. trade representaiive here during the
Carter administration, asks: "What happens
the first dme the U.S. loses 2 big case in
GATT? Do we agree (0 go along?" Michaei
Smith, the cyrrent U.S. represantative hers,
adds: “GATT is largely 2 system of putting
a country in the dock, But it's got o be will-
ing o go there.” .

/g



Other officials fear that the sharply in-
ereased caseioad will prove too much for
GATT's tiny, cumbersome mechanism for
settling disputes. The main bottienecx is a
shortage of the right xind of manpower. Un-
der GATT procedures. complainis about a
country's trade practices are referred 0 2
pane! of experts for an initial ruling; later
they are reviewed by the GATT Council,
which inciudes representatives of major
trading nations. But GATT authorities over
the years haven't recruited panelists from
the major industnial countries, on the
ground that they would be too likely to have
an interest tn the outcome. :

acceptable

jong delays wiile paneis are put together.
Says Harald Maimgren, a Washington-based
trade consuitant: “The reality is that there
many Finns and Swedes.”

bas taken steps
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subsidies to wheat-flour ex-

But the ge is coming siowly.
But the difficuity goes beyond that, to the

readth of the current complaints; they are

!
§

i
i

American wheat flour, but that punishment
was so mild that the U.S..didn't even flinch.
In fact, the agresment has gotten the rep-
e R
under rug. The
mmmpliwuumcmny parried & West Buro-
pean complaint about the Domestic Interna-
tional Sales Corporation tax mdyufor ?y
ports that Congress passed -first
delaying any GATT consideration of the is-
sue and then by essentially ignoring a GATT
panel's guilty finding until Washington could
settle the matter bilaterally with the Euro-
-peans. The process dragged on for & full
GATT aiso has had its share of policy
fajlures, Despite the compsct's promise 1o
avoid trade restrictions, the major indus-
trial enuntries, inciuding the U.S., bave op-
erated an international textile cartel

through 2 Muiti-Fiber Arrangement that au-,

thorizes import quotas to protect domestic
‘industries. ‘1 think we'd just like to forget
about that,” 3 GATT official says.

The Price of Success . i
Yet the problems GATT now faces are
testimony td its own success, says Univer
sity of Michigan Prof. John Jackson, an au-
thority on GATT. Successive negotiations
have so reduced {mport quotas and tariffs
that countries increasingly have turned to.

sotalled non-tariff barriers. sueh as produc-
ton subsidies and restrictive quality stan-
dards and inspection requirements.

~ These barriers are maore difffeuit 1o spot
-=~and to police—ithan import quotas or tar
iffs, party because they are often linked w0
broader economic pracgces, such as the
compiex Japanese distribution system this
0 frustrates wouid-be U.S. exporters with
its layers of wholesalers who favor Japanese

Any GATT ruling on non-tariff barriers
would encounter sharp differences in the
way the major trading powers approsch

bilateral negouations aimed at working out
1 compromise. - . .
Japan is somewhere in between: Tokyo
strongly supports GATT as 2 framework for
the worid trading system but shuns the com-
pact as s dispute-sertling mechanism—be
~cause it is too public for the Japanese tasts
and lmits Tokyo's opportonity 0. engineér
bilateral agreements. Says Japanese trade
negotiator Tomio. Tsutsurni: *“We 'should
consider GATT a last resort and negotiate
bilaterally first.” )

Threat in Washington

. To many observers, perhaps the biggest
t:;eu ':;b GAg comes from tt'ae Us. flirta-
which i designed to prod other countries,

revamping GATT's structure. “What's
wrong with GATT fs that the - (free-trade)
consensus underlying the original compact
no longer exists,” says Hugh Corbet, the df-
rector of the London-based Trade Policy Re-
search Centre. Mr. 'Corbet snggests estab
lishing a high-level international ‘‘wise
men's group” (o recommend possible

A critical test for GATT may come in No-
vember, when top trade officials from all 87
member countries are scheduled lo gather
here for a ministerial-level review that U.S.
authorities hope could pave the way for
eventual expansion of GATT and further
lowering of trade barriers in coming years.

Mr. Corbet, for one, is optimistic that the
November meeting “will come out with
something.” He reasons that “as the annual
économic summit meetings show every
tme,"” top-leve! officials simply don't like to
fau. Despite the current strains, he adds. “1
don't think GATT will break apart because
governments, when you coniroat them,
agree you can't break it up.”
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Source:

INTERNATIONAL ORGANIZATIONS United Nations (Specialized Agencies)

GENERAL AGREEMENT ON TARIFFS AND TRADE—GATT

Contre Wililam Rappard, 154 rue de Lausanne, 1211 Qeneva 21, Switzeriand
Telephone: 31 03 31.

Established in 1948 to achieve 2 substantial reduction of tariffs and other barriers to trade.
CONTRACTING PARTIES TO THE GATT

8¢ states; 1 statcs bave cceded p.‘;v' ionally to GATT and 30 in practice apply the rules of GATT to their commercial
policy: sss Table on pages 27=~30.

ORGANIZATION
{as of October 1980)
SESSIONS ) trative stafl. [t prepares and runs the Sessions and services
Capirman (“”9_30) Eatk NETTEL (Austria). the work of the Council and of the committees, working

groups and panels of independent experts. It is also
The sessicns of Comtracting Pasties are usually held responsible for organizing muitilateral trade pegotiations
aanually, in Geaeva. heid within the iramework of GATT.
The Session is the highest body of GATT. Decisicns are
generally arrived at by consensus, not by vots. On the

rare ions that . lace, each con ; COMMITTEES AND WORKING PARTIES

party (mesmber couatry) has one vote. Most decisions by Standing committees or councils exist to direct GATT
vots are taken by simple majority; but & two-thirds work on trade and development issues; to carry on trade
majority, with the m;anty comprising more than half negotiations among developing countries; to examine the
the member countries, is nesded for “waivers”, authoriza- situation of countries using trade restrictions to protect

tions, in particular eases, to depast from sped&: obligations their balance of payments; to supervise implemeatation of
under the General Agreement. (Whes the members thns the various Tokyo Round agreemesnts which took effect in

act collectively, they are referred to in GATT documents 1980; to supervise the Arrangement Regarding Inter-
as Cagtracting Parties). Qutside the Sessions, votes may national Trade in Textiles (Multifibre Arrangement): and
be taken by postal ballot. to deal with budget, inancial and administrative questions.
A Consultative Group of Eighteen, consisting of high-
COUNGIL OF REPRESENTATIVER level representatives with respoasibility for trade policy
Mosts a8 necossary (gesarally about sight times a year) to in their countries, was established is 1975.
deal with urgest 2ad routine matters arising between Working parties (ad hoc committees) are set up to deal
sessioas and I supervise the work of committsss and with current questions, such as requests for accession to
woricing groups. GATT; verification that agreements concluded by member
. imues on which the member coustries will later wish to
Dirscter-General: Axnuz Dunkxs (Switseriand). take & joint decision. Panels of independent experts are

The secretariat, numbering about 300 persons, consists often set up to investigate disputes and report their

-of experts in trade policy and research and an adminis- conclusions to the Council.

IRTERNATIONAL TRADE CENTRE
4 chemin dos Morillons, 1211 Geneva, Switzeriand

Direetor: P. C. AzxxanDER. meat trade promotion pfogrunnai provides information
Established by GATT in May 1964, the Centre has been and advice on export markets and marketiog techniques,
jointly operated sincs Jaouary 1968 by GATT and beips to deveiop export promotion and marketing in-
UNCTAD. stitutions and services, and trains national personnel.
It assists developing coustries to formulste and imple-

' AIMS
GATT is a multilateral treaty which lays down agreed and in which differences on trade matters among the
rules for the conduct and furtherancs of worid trade aad members can be settled. It is designed to achieve the
is acceptad by countries responsible for over four-Gfths of ‘objectives set out in the preamble to the Agreement where
that trade. GATT provides a forum in which governments the Contracting Parties recognize that “their relations in
can negotiats for the further liberalization of worid trade the fSeld of wads and economic endeavour should be

Europa Year Book, 1981 ed., vol. I.
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conductad with a view %o raising stmndards of living,
ensuring {ull employment and a large and steadily growing
voiume of real iacome and efective demand, developing
the full use of the resources of the world and expaading

Uniied Nasions (Specialized Agencies)
the production and exchange of goods, and prometing ths

progressive deveicpment of the economies of all tBe
Conrracuing Parties.”

THE AGREEMENT

GATT is based on a companatively few {uadamental
principles. First, as directed in the {amous '‘most-{avoured.
sation” clause, trade must be conducted on the basis of
son-discrimination: all Comtracting Parties are bound to
graat to each other treatment as favourabie a3 they give
to any counwry in the application and adminismation of
import and export duties and charges. Exceptions—
principally for customs unions and free trade areas and
for measures in favour of and among developing countries
(s¢s Tokyo Round “‘{ramework’ agreements below)ware
granted only subject to strict rules.

Second, protection should be given to domestic iadustry
essentially through the customs tariff. The aim of this rule
is to make the exteat of protaction clsar and to make com-
petition possidle.

Third, a stable aad predictable basis for trade is ptovtded
by the binding of the tarif levels segotiated among the
Contracting Parties. These bound items are listed for sach
coantry in tariff schedules which form aa integral part of
the General Agreement. A return to higher tarifis is dis
coaraged by the requirmment that any increases are
compensatad for; consequesntly this provision is invoked
rarely.

Consultation, to avoid damage to the tading interesta of

Coutructing Parties, is another {undamental principle of
GATT. Members are able o call on GATIT for a fair
settlement of cases in which they think their rights yader

-the General Agreemast ary being withheid or compromised

by other members.
Thare are “waiver” procedures whereby ® country may,

- when its sccoomic or trade circumstances 30 warTant, sesk

& devoqation from a particular GATT obligation or obliges
tions. Thare are also escape provisions {or emargency action
in certain defined circumstances. |

The trade problems of developiag countries recsive
special atteation in GATT. In 1968 s new chapiar on
Trade and Development was added to the General Agree-
meat; & key provisioa is that developing cocntries should
not be expectad to ofer regiprocity iz negotiations with
developed countries. GATT members bave also relazed
the most-{avoursd-natiocn rus (0 accommodats the
Generalized Scheme of Prefereaces by develcped for
developing ¢nuntries and to allow an exchange of prei-
erential tasriff reductions among developing countries,

Finally, GATT offers a framewark within which aego-
tiations are held {nr the reduction of tariffs and other
barriers to trads and a structure for putting the resuits of
such negotiations into a legal instrument.

ACTIVITIES
(to Septamber 1980)

Much of GATT s regular work coasists of consuitations
and negotiations on specific trafie problems affecting
individual commodities cr Dmember countries.

From tizue to time, major maitilateral trade adgotiations
also take piace under GATT auspices. There have been
seven rounds of such negotiations: in 1947 (in Geneva),
in 1949 (Aanecy, France), 1951 (Torquay, England), 1956
(Geneva), 1900=61 (Geneva, the “Dilloa Round’"), 196467
(Gcatv;. the “Keanedy Round’), and 1973=79 (Geneva,

the “Tokys Round”, so called because the negotiations
wers launched at 3 Ministerial :n«tmg in the Japanese
capital ia September 1973).

Ninety-nine countries participated in the ‘“Tokyo
Round”. In November 1979 the negotiations were success-
fully concluded with agreements covering: an improved
legal {ramework for the coaduct of worid trade (whid:
incindes recognition of tarif and non-tariff treatment in
favour of and among developing cousntries as 3 permanent
legal feature of the worid trading system): an tanf
messures (subsidies and couatervailing duties; technical
barTiers to trade; government procuremest; customs
valuation; import licensing procedures; and a revision of
the 1967 GATT anti-dumping code); bovine meat: dairy
products; tTopical products: and an agreemsnt oa free
trade ia civil aireraft. The agreements contain provisions
{or special and more favourabie trestment {ot developing
countries.

326

Participating couatries also agreed 20 reduce tarifis on
thousands of industrial asd igricuitural products, for the
most part over a period of seven years beginning on
January 1st, 1980. As a resuit of these concessions, induse
trialized countries will reduce the average level of their
import duties on maauvfactures by about 34 per cent, 3 cut
comparable with that ichieved in the Keannedy Round
of 1964~67.

The agreements providing an improved {ramework f{or
the conduct of worid trade took effect in November 1979.
The other agreements took effect on January 1ist, 1980,
except for those covering government procuremeat and
customs valuation, which were to takes eflect on Jannary
132, 1981, and the concessions on tropical products which
began as early as 1977. Commitises were established in
1980 to supervise implementation of the agreemeats which
entered into foree that year, and negotiations contiaued on
the one major unresolved “Tokyo Round' issue of whether

- to revise GATT rules on cmergenc'] safeguard action

against imports.

A gew work programms was established in November
1979, giviag priority to full implementation of the Tokyo
Round agreements, future trade liberalization and further
edorts to amsist the trade of developing countries; the
Committes on Trade and Development is largely respon-
sible for these eforts, and its role waa strengthened in the
work programme.
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Mpch of world trade in textiles and clothing is reguhted 1977 the signatory Governments oi ih¢ Amrangsmant
by an Asrangement Regarding International Trade in decided to extend it for a further four years from January
Taxtiles that entered into force in January 1974 under 18t, 1978.

GATT auspices for a period of four years. In December
BUDQET
Payments are based on each member’s share of the total trade between members. The budget for 1980 totalled 39,830,000
Swiss francs.

PUBLICATIONS
(svailable in Eanglish, Freach and Spanish editions).

Inisrnationsl Trads. Annual report on the main deveiop- GATT Siudies sn International Trade (occasional series
mests in interaational tade. of stafl papers).

GATT Actiwitiss. Issued annvually. GATT: What i is, What il does.

Basic Instruments snd Selected Docwmaents seties. Annual The Tokyo Round of Muliilateral Trade Ncgotialions.
supplements record the formal decisions of the Members, A two-volume report by the Director-General. Copies of
important committes papers, stc. Volumae IV gives the the multilateral agreements concluded in the Tokye Round
current text of the General Agresmest. are available.

1Conn=uaovhm¢euanA‘1'1'hubma ed and which now, as independent states, maintain a ds facto applica
tion of the GATT pending final Mnn&nneomm

§ Acceded provisiozally to GATT.

'Eu(m(hum&auqb:dmco.

S Ap entry in mnmdamnwatmadm&m&.uoﬁmﬂ included in the lixt of members
of TLO. Namibia (South West Africa) is & full member of ILO. y

¢ Members also incinde Britiah Overseas Territories, tho“rmxmmvmsumrm

¢ Members also incinde British Oversess Territories, rmamrmm the Netberiands Antilles and
United States Territories,

'mmmmmsnwmmrmnmammmqmmxwuﬂ-mNc-
Caladoaia, all of which maintain their own metecrological service.

“' NmMSu:hw-twn)-un‘maum:sco.mmzmmm Group is an assocists member

¢ Suspended from WMO April 197s. : . '

¥ The situstion of Viet-Nam in respect of the Convention establishing WIPO was under consideration in 1979.
1 Namibia is aleo & member of FAO,

1% Namibia is an associats member of WHO.

# For & breakdown of IFAD members by category, ses page so.
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