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The Uruguay Round
Deal: An Outline of
the New Trading
System’

he results of the Urugnay Round create & new  mulrilateral

rrading system rogether with the bigrest package of marker

access concessions ever negotiated. The deal will lead o the
replacement of the General Agreerment on Lariffs and Trade (GATTY by
the Woarld Trade Orrganization (WO in 1995, The WTO will oversee
comprehensive rules  and disciplines covering every aspect of world
cotnsiee v ensue adeguane redeess for bifaceral ade problems,

The complere results of the Round, to be signed in Marrakesh,
amount to 500 pages of legal text — the Final Act - and around 20,000
pages of individual national concessions on market access for goods and
SErvices,

Trade Liberalization and Rules for Services

The GATT ar present applies 1o rrade in goods but nor to services.
services cover many activities  from banking and insurance, transport
tourism, consultancy, telecommunications, toconstrucrion, accounrancy,
films and TV, and the provision of labor. World trade in services reached

“This is the e of o Gt sheet issusd by the General Agreement on Tarits and
Trade (GATT) prioe o the sgning of the Uruguay Round wrade apgrecment lase April
[ 2-15, 1994 in Mareakeshs Morocon.
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» some USEO00,000 million last year. However, this figure relates only to
services — transport for instance — which actually cross horders. [n fact,
the General Agreement on Trade in Services (GATS) covers service
companies which establish themselves and operate i overseas markers
banking services, for instance, This kind of commercial activiry is worth
up ro USH3,000.000 million a year.
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Why create new rules for rrade in services? Firse, experience with
the GATI suggests that open trade rules and initial liberalization
commitments should give a big boost to trade in services, Second, there
is fear that governments will resort ca protecrionism if multilaceral rules
are not in place,

The GATS contains three clements: the framework agreciment,
which lays down the general rules and principles such as non-
discriminacion, national treatment, and progressive liberalization of
access to service markers; the annexes, containing disciplines relating co
particular services , ¢.pr., relecommunications and financial services, and
tw the movement of personnel; and rthe schedules of national marker
dccess commitments.

Protection of Intellectual Property Rights

Why establish new rules for the protection of intellecrual propery?
The value of the goods and services that councries trade increasingly
resides in their intellectual content — che technology, research and
devilopment, and human creativity contained in them. This is what
intellectual property rights protecr,

Widely varying standaids in the protection of patents, copyrights,
trademarks, and so on — as well as the effectiveness of their enforcemenc
at the national level — have been a growing seurce of rension in
internatinnal économic relations. Moreover, trade in counterfeit goods
has reached an alarming scale,

The Final Act contains the most extensive agreement on intellecrual
property. ever negotiated, covering parents. copyrighr, the rights of
performers and producers  of sonnd recordings, rrademarks, and
geographical indications including appellations of origin, indusceial
designs, layout designs of integrated cireuits, and rrade secrers.

For these intellectual property rights, the agreement:

| Establishes internacional standards of protection for the first
time or standards chat represent a significant advance on existing ones;
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7. Sers out, for the first time in international law, the procedures
and remedies that governments must provideun der theirdomestic law so
that rights can be effectively enforced; and,

3, Malkes applicable, again for the first time, an effecave mechanism
for the serflement of dispures between countries.

Bringing Textiles and Clothing Back to the GATT

Since 1974, most industrialized countries have restricted imports of
rextiles and elothing chrough hilateral quotas negotiated under the Multi-
Fiber Arrangement (MFA). Quotas would normally be illegal under
GATT rules, bur the MEA was a “temporary derogation” from those rulés,
In addition, many developed and developing countries have. maintained
high tariffs on imporc in this sector,

Quotas and high tariffs have not only failed o provect jobs, but
have also inflated the price of clothing — one of the basic necessities for
all consumers throughout the world,

The Urnguay  Round agreement will dismantle the quotas
progressively over a ten-year period and reduce rariffs. Trade in textiles
and cothing will gradually become  more transparent and predictable,
and will be based on fairer competition. Lo shorr, this secror will be
reintegrated into the mainstream WTO rules and disciplines,

The agreement will boost the economies of developing, countries
and pur them in a position to buy more from developed countries. It
should be remembered thar some of these countries are already the fastest-
arowing  markers for the industrial nations. At the same time, any
developing countries will bring down their own trade barriers to rexciles
and clothing imports, thus, creating new oppartunities for manufacturers

elzewhere,

Putting Trade Rules in Order

In essence, the GATT — and the WO in the future — s a rule-
based system bringing transparency, predictability, and securicy 1o trade
policies and rrading conditions, At present, it is much the same as it was
when drafred in the mid-1940s. The Urnguay Round will bring the rules
up to date and ensure that they work effectively,

Fach individual area of rule-making part of the package may seem
obscure and complex. Yer, every one of them can affeet the conditions
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under which businesses operate, in their own market or overseas. Fvery
one was a vital objective for ar least some parricipants in the Uruguay
Rond,

Anti-Dumping Practices

fjumping oceurs when goods are exporred ar prices livwer than those
charged in domestic markets, The importing counrry can - in specific
creumstances -- defend itself by imposing special duties on the *dumped’
pmducm. The operation of anti-dumping laws and repulations has been
the source of recent rrade disputes in the GATT, In addition, more and
more countries are now enacting anci-dumping legistaton, in particular,
those countries which have been liberalizing their trade regimes,

The Uruguay Round agreement adds more precision to the existing
disciplines on the initation and conducr of anti-dumping investigations;
the criteria for determining dumping and injury ro the domesticindustry:
the imposition and collecrion of duties; and che duration of anu-
dumping measures.

Subsidies and Countervailing Measures

Subsidized exports, like "dumped” products, can be cou nrered with
special duries or ‘countervailing measures,” Thisarea has also becomea hot
spot for trade tension, The new agreement improves on current rules by
secking to define more clearly which subsidies are legral and which are not.
The new agreement establishes three caregories of subsidies: “prohibited’
(hased on export performance or favoring the use of domestic inputs);
‘actionable’ (harms the trade interests of another signatory); and ‘non-
actionalle’ {c.g,, research, assistance Lo disadvﬂnmgcd J't:g'lﬂm and some
dealing with environmental concerns}.

The agreement also escablishes striceer {]im:lp]inm o the initarion

and conduer of counrervailing duty investigations; the caleulation ol the
amount of subsidy; determination of injury ro the domestic industry; and
the impaosition and durarion of countervailing duties. The agreement
gives to developing countries more favorable creatment on Boch subsidies

and countervailing duties,

Safeguards
A safegruard action is one taken ro protect a specific domesticinduscry
from an unexpected build-up of impores which is causing, or which is lilely
to cause, serious injury to the induscry. Article XIX of the GATT (the
safeguard clause) does, however, impose certain obligations on governments
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which resort toits use. In recenr years, the European Communiry and the
Linited Seares, principally, have avoided chose abligations by pressuring
exporting counrries to concede voluneary export restraint’ arrangements.
These "grey area’ measures (iLe., their GATT legality is in doubt) are
prevalent in rrade in auramobiles, steel, vide ~rape recorders, and many
other products. They have resulred in higher prices for the consumers (for
both the imported and domestic goods) and have done litde o aid the
domestic induseries in difficulries - indeed, ;:j'guah]}' thaey have made
things worse. [n addicion, chey have restriered the EXPOTE BpporEnices for
efficient producers in other sectors of the IMporting counery,

The Urngnay Round agreement sers our requirements for the
conducr of investigations and che criteria for establishing serious injury
and rhe impact of imports, lmportant new disciplines provide that
safeguard measures should nor exceed i'-n:]Llj'L_'p'{_';lj'ﬁ. unless cortain criteria
for a final pertod of up o four years can be met; thar they should be
progressively liberalized while in operation; and their re-impasition once
cerminated should he limiced, T will also require the phasing our of all
existing ‘grey arca’ measures and prohibits their future use,

Rules of Origin

Goods nowadays are ofren made from inputs coming from many
countries. I'hey may also be rrans-shipped more than once. How then do
customs authoriries determine the counrry of arigin of imports? Rules of
origin often vary from one country to another, The Uruguay Round
agreement will ensure that these rules do not themselves create unnecessary
obstacles to trade and sets up a program for the harmonzation of riles of
ﬂ:ig:,il].nE|tt.'r1h:1|1t|11}SL’3pr-]iL'x.‘| ﬁ‘lrL'h::pur}}muUfgl'a.ntjngrra,dn::p['a?ﬁ;rctlm.

Preshipment Inspection

A H.llIH|:‘.-'::I'uf'g:wurnmmmnﬂ!m’e]t:ping.;:rmmri::,qmmruscspccialimd
private companics o check 5;]1i].1|Tw|1l details, in }]ﬂ]'{it.:l[!'.lr, the price,
gquantity, and quality of goods ordered overseas. Whilesome induscrialized
countries have expressed concern at difficulties experienced with the
activities of these companies, such as che price verificarion procedures and
delays caused, many developing councries consider the svstem viral o
safepuard theirnational financial intereses and makeup for cheirinadequate
customs [acilicies,

The Uruguay Round agresment recognizes thar certain GATT
principles and obligations apply to the activities of preshipment inspection
agencies and sers our obligations specific to preshipmenr inspection. [1
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establishes an i]ldu]Jcndunt review procedure to resolve Lﬁspu res berween
il exporter and a prcs.'hipmuur i1:5punrirs|| agenoy,

Customs Valuation

The agreement in the area of customs valuarion enables cusrams
administrations to Fequest furcher informacion from impurrcm whien lhn::].-'
have reason to doubi the accuracy of the declared value of imported goods.
In addition, the agreement authorizes the rejection  of this value if the
informacion is not fortheoming or i doubrs  persist once it has been
provided,

Import Licensing

Eora variety of reasons, goods produced overseas sometimes require
ilicense ro be imported. The new agreement strengthens the disciplines on
the users of import licensing systems and increases transparency and
predicrability. Traders will bénefit from the requirement thae authoriries
publish sufficient inﬁ:;rmat_inn on the basis of which licenses are granced.
The agreement limirs the adminiserative burden on traders applying for
non-autormnaric licenses to only what iz absolutely necessary, and sets a 60-
day deadline for consideration of their applications.

Technical Barriers to Trade

Product regulations and standards areexcensively used in many areas
of domestic. policy-making such as measures to ensure that produces are
safe for people to use and safe for the environment.

The carrent GATT agreement in this area will be extended and
clarified to ensure thar rechnical regulations and standards, as well as
testing and certification procedures, do not create unnecessary obsracles
to trade. The agreetnent fully recognizes the lepitimare, non-trade objectives

rmrma]l}r served byt hese measures,

Trade-Related Investment Measures

Recognizing rthar certain investment rules and regulations can
restrict or distort trade, the Uil'ug:m.}r Round agreement in this area
provides for the phasing-out of GAT T-inconsistent investment measures
such as requirements on parcicular levels of local procurement by enterprises
of restrictions on the volume or value of their imports.

The apresment also |.H'1J‘~.fi~1]~:;5 for consideration, at a lacer dace, of
whether ir should be cnrn]JlL'rm:n ted with broader Provisions Oon investment
and L'ﬂmpcri'rin]] pr)]iq-‘,
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GATT Articles
In one way or another, almost all articles of the existing GATT have
been subject to review and many to negotation, clarification, of

INterpretation:

Article 11 () - Seheduder of Concessions, Agreement to record and
bind in narional schedules “other duries and chargu&;” tevied in addition
ro the recorded rarifts.

Article XVI1 — State-trading Fnterprices. Agreement enhancing
transpatency and surveillance of the activities of such enterprises.

Article XXIV — Customs Unions and Free Trade Areas. Agreement
clarifving procedures for the review of new or enlarged customs umons or
frec-trade areas, and the procedure for any necessary compensatory
adjustment for members of a customs union seeking to increase 4 lroundd
rariff. This also clarifies obligations of a contracting party in regrard 1o
measures taken by regional or local governments.

Article XXV:5 — Waipers. Apreement on new procedures for grancing
waivers from GA'l'] abligarions and the fixing of expiry daces for existing

and Future wasviers.

Article XXV = Maodificarion of GATT Schedules. Agreement
establishing additional rules on the negotiation of compensation when
tarill bindings are modified or withdeawn, This, in turn, increases the
ability of smaller and developing countries to participate and benefit

from chis rype nrn-;,gw:':ui‘intl..

Article XXXV — Non-applicarion of the { Teneral Agreement. Agreement
allowing a contracting parcy or a newly acceding country not to apply
GATT pravisions vis-a-vis the other parey after having entered ingo tariff
negotiations with each other,

Arcicle X1 and XVILB - Balance-of-Payments Provisions.
Agreemenrs darifying and strengthening both substantive disciplines on
halance-of-payment measures and procedures for consulration about
thedr use,

Reform of Trade in Agriculture

Agricultural protectionism is tampant in many countries, For many
years, the BEuropean Community and the United Scates have been
massively subsidizing exports of agricultural produets, parricularly cereals,
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At the same time, they have built barriers 1o food impores - thus, hitring
consurmers twice over high prices due to protection and high taxes due to
subsidies. Ocher countries ban imports of some products altogether.
Competitive farming nations have often been simply squeered out of
overseas markers by this mixture of trade barriers and subsidies.

The Uruguay Round agreement to reform trade in agriculture secks
to bring sense ro this econamically and politically important sector. The
ditn is to inject some fair competition in farm trade and discourape
government support thar distores trade. How will this be carried our?

First, by opening of national markets to inrernacional campetition
through the replacement of non-raniff measures with normal cusroms
duties thar would be progressively reduced, Consumers will benefir from
lower food prices.,

Second, by progressively reducing povernment aids thar encint rage
overproduction and, therefore, surpluses, which 1 turn, are eicher
-‘“S}‘.If}ﬁt:d of th rough EApOT subsidics, or destrayed, Governments can
continue to suppaort farmers’ incomes, buc in a manner which does nor
stimulare overproducrion,

Third, by impaosing new disciplines on expore competition,
Progressive reductions in amounts governments pay for these subsidies
and the volume  of subsidized  expors will bring fairness o the
international  markers andlpmvidc oppettunitics for comperirive farm

exporcers,

A further agreement seels to ensure that animal and plant health
and safety measures do nor serve as unwarranced rrade barriers, That
agreement encourages the use of international health and safery standards
buc permits governments to impose still higher standards,

Market Access: Lower Prices and More Efficient Industries

Tariff liberalization lowers prices for consumers and promaotes the
dynamic growth of competitive industries thus, crearing higher paying’
jobs. For exporters, it means new market opportunicies, The GATT has
already scoured overall reduceions in tariffs on manufactures since the late
1940s from 40 percent to around five peroent,

The overall objective for the Round was o one-third average
reduction in tariffs as well as the removal of many non-rariffbarriers, This
ﬁ‘."ﬁl'ﬂ.” 'il['gﬂ[ was sl l'l;'.lﬂﬂﬂcd. ill'ld L}'I(.' :J‘-"L"'I'ﬂlifl: ]'l,]dl.l_l.j[]lnl"l Was nNearsr /ﬂ]
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percent. [n a large number of sectors, tariffs will be reduced ro wera or
harmonized at low levels. For the most parr, the tariff eurs will be
staggered in five steps over a period of four years.

It should be kepr in mind that since the beginning of the Round in
1986, more than 70 counrries, which are mostly developing economies,
have taken  auronomous trade liberalization measures - reduction of
cariffs and reduetion or elimination of non-tariff barriers, They have also
offered to bind, Le., freeze, their tarills ar rates which compare very
favarably wirth previous lewels, Owerall, the levels of rariff bindings in the
futire by WO members will be much higher than those for GATT
members as they are now.

Strengthening and Expanding GATT

Twear carly results of the Uruguay Round have, forseveral years, been
helping GATT in its two major functions: che sertlement of trade disputes
and the surveillance of trade policies and measures.

At the 1988 ministerial meeting, governments agreed to implement
an interim package of reforms to the GATT dispure settlement mechanism.
It established a stricter timerable and elear-cur procedures to accelerate
panel proceedings, particularly in relarion to gerting panels up and
running, The GATT panel process now moves faster than other comparable
dispute setclement  procedures, both within and berween nations. The
teforms and improvements in the Final Act will confirm  rthe gainy
already achieved and would, through che provision of more automatic
procedures, minimize the possibility of delays i the adoption and
implementation of panel repores. The new provisions also include a new
Appeals Body. All disputes, relaring o any of the multilateral agreement
in the Fimal Act, will be processed under the new dispute sertlement
mechanism of the WTO.

Anather early resule which is already proving it value is the Trade
Palicy Review Mechanism (TPRM]. lts role is 1o examine, on a regular
basis, the rrade policies of individual GATT members and assess their
impact on the mulrilateral trading system. The mechanism has encouraged
SOVETTITICNES o live up ro their GATT obligations. Mational laws,
policies and practices regarding trade have also become more transparent,
Orver 40 reviews have heen completed so far'by the GATT Council.
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