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14. Trade Policy Review Mechanism - Programme 33
of reviews for 1991 - Review of
Bangladesh
- Communication from the Chairman
15. Working Party on "German unification - 33
Transitional measures adopted by the
European Communities"
16. Macau - Succession to the General 33
Agreement
(a) Tariff régime of Macau
(b) Status of Macau as a contracting
party
17. Article XXIV:6 - Consultation between 34
Argentina and the European Economic
Community
18. Agreements among Argentina, Brazil, 34
Paraguay and Uruguay

Prior to adoption of the Agenda, the Chairman, on behalf of
contracting parties, welcomed Macau as the 10lst contracting party ,
recalling that Macau had succeeded to the General Agreement on 11
January 1991 in accordance with the procedures under Article XXVI:5(c).

He then welcomed Costa Rica and Macau as Council members, following

their respective requests for membership.

1. Accession of Guatemala 2
- Report of the Working Party (L/6770 and Corr.l” and Add.l)

The Chairman recalled that in April 1990 the Council had established a
working party to examine Guatemala’s application to accede to the General
Agreement. He drew attention to the report of the Workin§ Party and §° the
Schedule LXXXVIII - Guatemala in documents L/6770, Corr.l , and Add.1 .

Mr. Artacho (Spain), Chairman of the Working Party, said that pursuant
to its mandate, the Working Party had carried out an examination of
Guatemala’s foreign trade régime and its compatibility with the General
Agreement. During the examination Guatemala had supplied additional
information and clarification regarding the different points raised. The
main points brought out in the Working Party discussion were set out in

1See also Item 16.
2Spanish only.

3A Corrigendum 1 to L/6770/Add.1 correcting minor technical
inaccuracies has since been circulated.
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paragraphs 9 to 46 of L/6770. Matters taken up by the members had related
to Guatemala’s economic policies and strategies, tariff and customs system,
import regulations, export policy, State-trading and government procure-
ment, integration agreements and MTN Agreements.

Having carried out an examination of Guatemala’s foreign trade régime
and in light of the explanations and assurances given by its representa-
tives, the Working Party had reached the conclusion that, subject to the
satisfactory conclusion of the relevant tariff negotiations, Guatemala
should be invited to accede to the General Agreement under the provisions
of Article XXXIII. For this purpose the Working Party had prepared a draft
Decision and Protocol of Accession which had been annexed to the report.
Concessions resulting from the tariff negotiations between Guatemala and
contracting parties in connection with its accession had been circulated as
L/6770/Add.1 and would be annexed to the Protocol of Accession.

The representative of Guatemala, speaking as an observer, affirmed his
Government's conviction that the trading system promoted by the GATT
offered many advantages, permitting as it did the orderly and more
equitable development of world trade and generating greater wealth and a
better distribution thereof amongst various countries. Guatemala’s
decision to accede to the General Agreement was to be framed in the context
of its structural reforms aimed at promoting economic and social
development. He cited several autonomous measures recently taken in this
regard, such as the reduction of tariffs, reduction or elimination of
non-tariff measures, privatization of state enterprises, and the
elimination of distortions in the economy. Guatemala expected recognition
for its efforts as a contribution to international trade liberalization and
the full support of contracting parties for the realization of its
legitimate aspirations to be integrated adequately into the world economic
system. Guatemala hoped that as a contracting party the international
cooperation granted to it as a developing country would be strengthened,
and that the GATT principle of differential and more favourable treatment
for developing countries would objectively be applied to it.

The representative of Nicaragua recalled that until recently his
country had been the only contracting party among the member countries of
the Central American Common Market (CACM). Costa Rica, El Salvador and
Guatemala had since completed their accession processes, and Honduras would
shortly be initiating the steps that would conclude with its full
accession. All had embarked on a process of economic reform and trade
liberalization aimed at making their economies more open and efficient and
at promoting economic development. They were making great efforts in this
field, with all the accompanying social costs. As could be observed from
the commitments undertaken by these countries upon their accession to the
General Agreement, trade liberalization was a very important component of
their policies. Their accession was also a clear demonstration of
political will, which should be recognized. Guatemala’s accession would be
a positive contribution to that country’s progress, to the CACM, and to the
multilateral trading system in general.
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The representative of Costa Rica welcomed the results of the Working
Party’s work and Guatemala’s efforts in paving the way for its accession.
Guatemala's accession would represent a further vote of confidence in the
multilateral trading system, and a further step in the common will of the
CACM member countries to join the GATT. He trusted that all those
countries would soon have become contracting parties thereby strengthening
the basis of the CACM. =

The representative of Mexico expressed satisfaction at the progressive
accession to the General Agreement of Central American countries which,
together with many others in Latin America, had made enormous efforts to
modernise their economic and trade policies. Guatemala’s Protocol of
Accession affirmed its confidence in the multilateral trading system.

The representative of Morocco indicated his delegation’s strong
support for adoption of the Working Party report.

The representatives of Argentina, the European Communities, Australia,

Korea, Malaysia, Japan, Jamaica, Peru, Romania, Sri Lanka, Thailand,
Senegal, Zimbabwe, Yugoslavia, Venezuela, Uruguay, the United States,
Turkey, Norway, Sweden, Finland, Iceland, and Switzerland, among others,
wished to be placed on record as supporting and welcoming the accession of
Guatemala.

The Council approved the text of the draft Decision and the text of
the draft Protocol of Accession, agreed that the Decision should be
submitted to a vote by postal ballot, adopted the Working Party’s report
(L/6770, Corr.1l, and Add.1) and took note of the statements.

2. Trade in textiles
(a) Report of the Textiles Committee (COM.TEX/67)
(b) Report of the Textiles Surveillance Body (COM.TEX/SB/1550 and
Add.1l)

The Director-General, Chairman of the Textiles Committee, introduced
the Committee’s report,on its fourth annual review of the operation of the
Multifibre Arrangement (MFA) as extended by the 1986 Protocol (BISD
33S/7). Article 10:4 of the MFA required the Committee to conduct a review
of the operation of the Arrangement once a year and to report thereon to
the Council. 1In conducting this review in December 1990, the Committee had
had before it: (a) reports by the Secretariat on textiles and clothing
trade statistics (COM.TEX/W/230), and on demand, production and trade in
textiles and clothing (COM.TEX/W/231); and (b) a report by the Textiles
Surveillance Body (TSB) which was also before the Council (COM.TEX/SB/1550
and Add.l).

4Arrangement Regarding International Trade in Textiles (BISD 21S/3).
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The report of the TSB covered the period from 1 July 1989 to 31 July
1990 and set out details of notifications reviewed by the TSB during this
period along with its observations and recommendations thereon. With
respect to membership for the period beginning 1 January 1991, the
Committee had decided that the TSB would be composed of members designated
by Canada, EEC, Finland, Hungary (for the first 6 months, and thereafter an
International Textiles Clothing Bureau (ITCB) member country), Japan,
Korea, Peru, Thailand, Turkey and the United States.

The Textiles Committee had also met in July 1990 (COM.TEX/66),
pursuant to the requirement of Article 10:5 of the MFA that such a meeting
should be held not later than one year before the expiry of the Arrangement
to consider whether it should be extended, modified or discontinued. 1In
view of the ongoing negotiations in the Uruguay Round, no attempt had been
made to reach a conclusion at that meeting; rather, it had been accepted
that these discussions would be continued at an appropriate time. He added
that with the Uruguay Round not being concluded on schedule, governments
would have to consider how to handle textiles trade following the
expiration of the MFA on 31 July 1991. The textiles business community
would need to know the basis on which to plan its future activities.

The Council took note of the statement and of the report of the
Textiles Surveillance Body (COM.TEX/SB/1550 and Add.l), and adopted the
report of the Textiles Committee (COM.TEX/67).

3. Committee on Balance-of-Payments Restrictions
- Programme of consultations for 1991

Presenting the programme of consultations for 1991, Mr. Boittin
(France), Chairman of the Committee, noted that Argentina and Peru had
notified their removal of all import restrictions maintained under Article
XVIII:B (L/6811 and L/6813). There would therefore be no need to hold
consultations with these two contracting parties. He then recalled that
the Czech and Slovak Federal Republic had notified (L/6812) that on
17 December 1990 it had introduced a 20 per cent import surcharge on
imports of consumer goods and foodstuffs. This action had been taken under
Article XII:2 in the context of its economic reform programme to prevent a
sharp deterioration in its balance of payments. The measure was a
short-term supplementary element, within the framework of its reform
policy. The Committee planned to hold consultations with the Czech and
Slovak Federal Republic during the first half of July 1991.

In March 1991, the Committee would hold five consultations which had
been postponed from the previous autumn for technical reasons largely
connected with the demands of the Uruguay Round. These consisted of a full
consultation with Yugoslavia and simplified consultations with Nigeria, the
Philippines, Tunisia and Turkey; all of these consultations would be held
under Article XVIII:12(b).

At the latest consultation with Brazil, the Committee had welcomed the
fact that Brazil was prepared to hold a full consultation. An appropriate
date would have to be established in consultation with the delegations
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concerned and the International Monetary Fund, and it was now proposed that
this consultation be held during the first half of July 1991, at the same
time as the consultation with the Czech and Slovak Federal Republic. A
meeting of the Committee was also planned for autumn 1991, probably in
November, to hold a full consultation with Israel and simplified
consultations with Colombia, Pakistan and Sri Lanka. A consultation would
also be held with India. =

He said that this programme had been prepared on an indicative basis
and might be modified to take account of changes that might occur in the
level of restrictions maintained by any of the countries concerned or other
relevant developments.

He then emphasized two general points. First, he recalled the
obligation of every contracting party under the provisions of paragraph 3
of the 1979 Declaration™ to notify promptly the introduction or intensifi-
cation of all restrictive import measures taken for balance-of-payment
purposes. Second, he underlined that the purpose of the consultations as
stated in the procedures established in 1970 (BISD 18S/48) was to
contribute "to a better understanding of the problems facing the consulting
countries, of the various measures taken by them to deal with the problems,
and of the possibilities of further progress in the direction of freer,
multilateral trade". It was in this spirit that he intended to continue
conducting the consultations.

The Council took note of the statement.6

4. Switzerland - Review under paragraph 4 of the Protocol of Accession
(L/6454, L/6632, L/6802)

The representative of Switzerland introduced the twenty-second,
twenty-third and twenty-fourth annual reports (L/6454, L/6632 and L/6802,
respectively) submitted by Switzerland in conformity with paragraph 4 of
its Protocol of Accession (BISD 14S/6). The three reports provided
contracting parties with detailed information on the concrete measures
Switzerland maintained in applying its internal legislation.

The representative of Australia said that his Government took
considerable interest in all derogations from the GATT, and that enjoyed by
Switzerland was no exception. He noted that with three annual reports
having been submitted, the basis for the eighth triennial review of
Switzerland’s partial reservation now existed. He recalled that during the
seventh triennial review, certain serious questions had arisen, related in

5Declaration on Trade Measures taken for Balance-of-Payments Purposes
(BISD 26S/205).

6The 1991 Programme of consultations was subsequently circulated in
L/6815.
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particular to the trade impact of measures implemented under paragraph 4 of
the Protocol, as well as to possible changes in the basis on which
Switzerland’s partial reservation had been granted. These matters had been
raised in the Working Party’s report (L/6658) and at the time of its
consideration by the Council in April 1990. Nothing had occurred in the
intervening period to lessen Australia’s concerns on these issues, and it
requested the immediate establishment of a working party to conduct the
eighth triennial review required under paragraph 4 of Switzerland’s
Protocol, and expected work to commence on this in the near future.

The representative of New Zealand recalled that his country had
maintained a close interest in previous triennial reviews. Switzerland’s
twenty-fourth annual report stated that its import policies and mechanisms
had remained unchanged since the previous review. New Zealand had
indicated at the time of that review that it was seeking clarification of
the import régime as it affected a number of commodities and that such
clarification was necessary to make an assessment of the extent to which
provisions of the Protocol were being applied so as to cause minimum harm
to the interests of contracting parties. The point had been reached where
it was time to conduct a further review under Switzerland’s Protocol. At
the same time, the Uruguay Round negotiations on agriculture hung in the
balance. New Zealand’s concerns about the continuation of all derogations
and exceptions to the GATT rules for agriculture had not changed. Given
that both of these issues remained unresolved, New Zealand supported the
establishment of a working party as proposed.

The representative of Argentina said that his country was also
concerned at the impact that derogations and exceptions to GATT rules had
on the interests of contracting parties. His delegation, too, supported
the immediate establishment of a working party.

The representative of Switzerland said that he did not oppose the
establishment of a working party, the mandate for which should be the same
as for those previously established on this subject. His delegation would
provide all the relevant information to enable contracting parties to
conduct their examination. He underlined that the review of the
application of the provisions of paragraph 4 of Switzerland’s Protocol of
Accession were part of that country’s GATT contractual obligations, and
independent of the Uruguay Round agricultural negotiations. Switzerland,
however, regarded the latter as having paramount importance, also in terms
of the conduct of internal reform of agricultural policies.

The Council took note of the statements and of the three reports
(L/6454, L/6632, L/6802), and agreed to establish a working party with the
following terms of reference:

"To conduct the eighth triennial review of the application of the
provisions of paragraph 4 of the Protocol for the Accession of
Switzerland, and to report to the Council."

Membership would be open to all contracting parties indicating their
wish to serve on the Working Party.
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The Council authorized the Chairman to designate the Chairman of the
Working Party in consultation with delegations.

5. United States - Countervailing duties on fresh, chilled and frozen
pork from Canada
- Panel report (DS7/R) s

The Chairman recalled that at their Forty-Sixth Session, the
CONTRACTING PARTIES had referred this matter back to the Council for
further consideration.

The representative of Canada recalled that the Panel report had been
available to the United States for five months. At the November.1990
Council meeting, the United States had requested and received more time to
analyse further the report and its implications. At the Session, the
United States had said that the Panel recommendations were not ripe for
consideration at that time because "the case that gave rise to this dispute
is not yet completed under domestic law".

He said that the outcome of two dispute settlement panels pursued
under the United States-Canada Free Trade Agreement (FTA) would have no
bearing on Canada'’s position with respect to the adoption of the report in
DS7/R. The FTA panels were examining whether US law was applied correctly,
whereas the GATT Panel had re-examined whether this law was consistent with
the United States’ GATT obligations. Resolution of the issue under the FTA
would not remove Canada's grievance in the GATT, as the United States had
argued at the Session. The GATT Panel report dealt with an action taken
under Section 771B of the US Tariff Act of 1930, as amended, and that
legislation remained in effect. The report made clear that a counter-
vailing duty could not be levied in excess of an amount equal to the
estimated subsidy determined to have been granted, directly or indirectly,
to a product. Canada considered that the report provided an important
interpretation of Article VI, which contracting parties would want adopted.
His delegation saw no basis for delaying any further the adoption of a
report the recommendations of which were very clear and straightforward,
and requested the United States to agree to adoption at the present
meeting.

The representative of the United States recalled that at the
Session, his delegation had requested deferral of discussion of the report
because its recommendations were not ripe for consideration. Both the
determination of subsidization and the determination of threat of material
injury in this case were then under challenge pursuant to the dispute
settlement mechanism established under the FTA for anti-dumping and
countervailing duty cases. At that time, both those determinations had
already been remanded once to their respective administrative agencies for
reconsideration. The United States had indicated at the Session that the
reviews of those revised determinations were due to be concluded shortly,
with a decision on the threat of injury determination due on 22 January
1991 and a decision on the subsidy determination due on 7 March.

On 22 January, the binational panel reviewing the determination of
threat of injury in this case had again rejected the administering agency’s






