Meeting the Uruguay Round Deadline

By Ichiro Araki

he Uruguay Round of multilat-

eral trade negotiations is sched-

uled to conclude in December

with its last ministerial meeting
in Brussels. With only two months from
that deadline, where exactly are we now?
Are all the participating countries ready
to make final concessions (i.e. decisions
at the ministerial level) so that we can
conclude the Round successfully? How
far have we come in preparing the drafts
of the final agreements?

In July, Arthur Dunkel, director gen-
eral of the General Agreement on Tariffs
and Trade (GATT), speaking in his capac-
ity as chairman of the Trade Negotiations
Committee (TNC)—an organ responsible
for coordinating all the negotiations in
the Uruguay Round-lamented: “I can-
not but underline the very deep sense of
concern which has emerged from the
TNC'’s thorough examination of the ne-
gotiating groups. First, let me say about
the profiles (of the final agreements,
submitted by the chairman of each nego-
tiating group) that many represent a com-
pendium of positions, rather than draft
agreements. Second, and this flows from
the first, it is clear that we are collectively
behind schedule.”

Having made this observation, he set
out a “work program” toward the end of
the negotiations in order to move them
forward, using the Brussels ministerial
meeting as a benchmark and working
backward. First, to provide time for min-
isters to prepare for the meeting, docu-
ments will have to be ready by November
23 at the latest. The evaluation of negotia-
tion results from the viewpoint of devel-
oping countries must take place early
in November.

In order to achieve this, from the last
week of August to the first week of Octo-
ber each negotiating group met formally
and informally to seek to resolve the out-
standing issues before them. Since then,
senior officials responsible for the overall
conduct of the negotiations have been in
Geneva, where they must stay until

November 23, with full power to negoti-

ate and conclude tentative agreements.

TNC meetings to decide difficult issues

will be “on call” at any time. Offers of tar-

iff reductions and other market-opening
measures on all product sectors had to be

submitted by October 15.

Following this work program, negotia-
tors in Geneva were in early October in
the final phase of the preparation of docu-
ments to be sent to Brussels. But the
lament of Dunkel persisted. No single ne-
gotiating group had come up with a draft
agreement. The “compendium of posi-
tions” was still there, and we had not
moved very far from there. We were al-
ready desperately short of time.

Let us not be too pessimistic, however.
With courage and political decisions,
ministers gathering in Brussels can reach
a comprehensive agreement that will
serve as the basis for prosperity toward
the 21st century through an open multi-
lateral trading system. In this article, I
would like to examine the current situ-
ation of major negotiating groups and
show where Japan can contribute to the
successful conclusion of the Uruguay
Round. The views expressed here are my
personal ones and not the official ones of
the Japanese government or MITIL.

The Uruguay Round issues fall into
three main areas:

(a) Market access, which includes tra-
ditional tariffs, nontariff measures,
tropical products, textiles and
agriculture;

(b) GATT rules, which govern inter-
national trade, such as antidumping,
subsidies and countervailing mea-
sures, safeguards and dispute settle-
ment; and

(c) New areas—intellectual property, in-
vestment and services.

Market access

Let us start from the market access
area. This area has been the mainstay of
the multilateral trade negotiations since

the inception of GATT. Particularly in the
Uruguay Round, agriculture has received
much attention, which it well deserves.
However, this does not mean that the im-
portance of other market access has
diminished. This area is vital in order to
secure full participation of developing
countries in the results of the Round.

(1) Tariffs and nontariff measures

In this area, reduction of tariff and non-
tariff barriers on a worldwide basis is
sought. According to the work program
set at the July TNC, all countries had to
submit offers in all product sectors on tar-
iffs and nontariff measures by October 15.

Japan made an offer on tariffs in the
industrial sector in March 1990, in accor-
dance with the agreed target of a 33 per-
cent reduction (which was achieved in the
Tokyo Round), and recently made an of-
fer on agricultural products as described
below. In addition, in seeking to construct
the largest possible package of balanced
concessions with the maximum partici-
pation, Japan has indicated that it is will-
ing to engage in total mutual elimination
(“global free trade™ as it is sometimes
called) of tariffs in specific sectors.

Tropical products, such as coffee, co-
coa, tropical timber and rubber are of par-
ticular interest to developing countries,
and therefore are treated differently from
other products in the negotiations. In
April 1989, Japan reduced tariffs on a
number of tropical products by way of an
“early harvest” of the result of the Round.
It improved its offers on tropical indus-
trial products in July, and is now ne-
gotiating further reductions in tropical
agricultural products.

In nontariff areas, Japan has concen-
trated its efforts on the disciplines in the
rules of origin. Rules of origin are in
themselves neutral standards to decide
the “nationality,” so to speak, of a product
in applying various trade rules. However,
because of the lack of internationally
agreed disciplines on their use, they can
be effectively used as a tool for protection-
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Representatives of 14 agricultural product exporters meeting in Punta del Este, Uruguay, at the start of the GATT

round of negotiations in 1986.

ism. We need to ensure that origin rules
are used in a predictable, transparent
manner that does not restrict trade.
Along with several other countries, Japan
has taken a lead in the negotiations. We
were seeking to finalize the draft text by
mid-October, and to establish a work pro-
gram in pursuance of harmonization of
origin rules within the GATT framework.

All in all, negotiations in tariffs and
nontariff measures are showing good
progress. Japan is now actively engaged
in intensive bilateral market access nego-
tiations. Other participants, including de-
veloping countries, are beginning to show
a forthcoming attitude in this area, as was
highlighted at the ministerial meeting of
the Asia-Pacific Economic Cooperation
(APEC) group held in Vancouver in Sep-
tember. Thus we can hope to achieve an
ambitious result in Brussels in the market
access area.

(2) Textiles and clothing

The negotiations on textiles, though
classified under the category of “market
access,” have been quite different from
those on other issues of tariffs and
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nontariff measures. The issue, as stated
in the Punta del Este declaration, has
been simple: “the eventual integration of
this sector into the GATT on the basis
of strengthened GATT rules and disci-
plines, thereby contributing to the objec-
tive of the further liberalization of trade.”
Yet this is a very deeply rooted issue for
many countries, and success in this area
is indispensable for the successful final
package of the Round, especially from the
viewpoint of developing countries.
Japan has been actively engaged in the
negotiations. It submitted a concrete pro-
posal for integration of the textiles sector,
which is now subject to restrictions based
on the Multifiber Arrangement (MFA),
to GATT in February. Japan is in a
unique position as a former major expor-
ter of textiles and a current net importer,
and from this unique position we hope to
contribute to the progress of the negotia-
tions so as to ensure that transitional
measures are equitable for both export-
ing and importing nations.
Unfortunately, until very recently the
negotiations had not progressed much
because of differences of opinion over the
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“modality” of integration—whether the
transitional measures should be based on
the MFA, or whether they should be a
new system of “global quotas.” In the
Vancouver APEC meeting, however, the
United States and Canada showed a flex-
ible attitude on this issue, and now the
negotiations seem to be getting out of the
stalemate. Though there is not much
time left, if we work hard enough we
could come up with a successful and real-
istic outcome in Brussels.

(3) Agriculture

This area is by far the most well-known
of all 15 negotiation areas, and receives
wide media coverage, so I need not go
into the details of the negotiations. My
impression is that the negotiations are
steadily moving ahead. At times, the dif-
ferences between the United States and
the European Community seem to be so
great that there is no hope of reconcilia-
tion. However, something has changed
since the text prepared by Aart de
Zeeuw, chairman of the Agriculture Ne-
gotiation Group, was accepted “as a
means for intensifying the negotiations”
in the Houston Economic Summit.

Now that offers by major participants
have been put on the table, the negotia-
tions have entered the stage of a serious
deal. The core of the issue is whether the
EC accepts the de Zeeuw proposal that
export subsidies be reduced deeper and
faster than other forms of support and
protection. In order to achieve successful
long-term reform in agriculture, every
country has to pay a price. Japan’s politi-
cal determination to ensure the success
of the Round will be tested by how far
we can go in contributing to the agricul-
ture negotiations.

GATT rules

Negotiations on GATT rules are also
vital to the success of the Round. The ul-
timate goal is to bring about the rule of
law in international trade. If a nation can
ignore the rules and disciplines of inter-
national trade in order to attain its eco-
nomic objectives, what good does market
access liberalization serve? Unlike mar-
ket access, the results cannot be ex-
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pressed in numbers but rather are fixed in
the form of do’s and don’ts, making it
more difficult to compromise both for
challengers and defenders of the status
quo. But we must have some result one
way or the other. The following is a very
brief summary of some of the key issues
in the rules area.

(1) Antidumping

There is no doubt that application of
the current antidumping rules should be
significantly improved so that they are
not used as a means of protectionism, or a
tool for harassing legitimate exporters for
disguised safeguard purposes. Japan has
been a leading advocate on this issue.
However, on the other side of the negotia-
tions, concerns about “circumvention” of
antidumping measures are growing. Ja-
pan’s view on this issue is simple and
clear: we can address genuine cases of cir-
cumvention only after strong rules and
disciplines are established on the anti-
dumping measures.

(2) Subsidies and countervailing
measures

It is important that the negotiations
cover both enhanced disciplines on the
trade-distorting effects of subsidies and
more operationally effective GATT rules
and disciplines on countervailing mea-
sures. Also, the significance of subsidies
as a tool for realizing social and economic
policy objectives should be recognized. If
certain domestic subsidies are to be pro-
hibited (red), certain other subsidies
should be made nonactionable and non-
countervailable (green).

(3) Dispulte seltlement

The establishment of an effective dis-
pute settlement mechanism is an essen-
tial element of the final outcome of the
negotiations. We must have a firm com-
mitment that all the GATT contracting
parties abide by the rules in dispute set-
tlement and that they all renounce re-
course to unilateral measures outside
GATT or the threat of such measures. In
order to secure this commitment, the re-
liability of GATT in dealing with disputes
must be enhanced. For this purpose,
some form of automaticity should be in-

troduced in the adoption of panel reports.

(4) Institutional aspecls

In connection with the dispute settle-
ment mechanism, more and more atten-
tion is being paid to the institutional
aspects of the GATT system. An interna-
tional consensus is emerging that minis-
ters should seek a decision in Brussels to
examine in detail the possibility of a
world trade organization.

New areas

Successful negotiations for adequate
protection of intellectual property rights,
disciplines on trade-related investment
measures and establishment of compre-
hensive rules on trade in services are all
indispensable elements for a successful
outcome, since these so-called new areas
are the most unique feature of the Uru-
guay Round and we would like to build on
the results of the Round toward the fu-
ture. We must have real results here, but
these areas are where negotiators are fac-
ing the greatest difficulty, reflecting the
difference of interests between developed
and developing countries.

(1) Trade-related intellectual
property rights (TRIPs)

We must reach an agreement that rep-
resents an international consensus in fa-
vor of strong standards for protection of
intellectual property rights such as pa-
tents and copyrights, and standards for
enforcement both internally and at the
border. Negotiators are now in the pro-
cess of formulating a comprehensive text,
although difficult issues remain, includ-
ing how to incorporate the results in the
GATT framework. In order to attain par-
ticipation from developing countries,
some transitional periods must be consid-
ered to meet their needs.

(2) Trade-related investment
measures (TRIMs)

Japan, along with the United States,
has been in the forefront of the effort to
address the issue of trade-related invest-
ment measures in this Round. We have
argued that some investment measures
such as local content requirement and

While farmers seek ever greater yields, calls for
elimination of tariffs and agricultural subsidies have
been a major sticking point in the Uruguay Round.

export requirement inherently distort
trade and should be prohibited. Other
TRIMs should be subject to periodic re-
view, and action could be taken if their
trade-distorting effects were found to be
significant. Developing countries, how-
ever, have opposed the outright prohibi-
tion of any TRIMs, arguing that TRIMs
are an important tool for their develop-
ment policy. Vigorous negotiations are
expected to last until the final moments
in Brussels.

(3) Services

Establishment of a general frame-
work of rules for trade in services—
international transactions pertaining
to telecommunications, transportation,
professional services, tourism, engineer-
ing and construction, financial services
and so on—is one of the major objectives
of the Uruguay Round. Negotiations
have been difficult, but we can now fore-
see the profile of the framework to be
agreed in December. As is noted in the
chairman’s summing up of the Vancouver
APEC meeting: “It is now time to decide
on how the universal coverage of an
agreement on services can be achieved
through the negotiations of sectoral an-
notations, and limited, multilaterally
agreed derogations.”

In conclusion, while the task ahead is
immense, we can meet the deadline with
hard negotiations and political courage.
Despite the Gulf crisis and the resultant
slowing down of the world economy, we
must achieve success in the Round. We
cannot afford to have a failed multilateral
trade negotiation at a time of major eco-
nomic crisis. m

Ichiro Araki is an official at the GATT
Affairs Office of the International Trade Pol-
icy Bureau, Ministry of International Trade
and Industry.

Journal of Japanese Trade & Industry: No.61990 37




