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SURVEY OF THE QUALITY AND USEFULNESS OF UNCTAD PUBLICATIONS 
AND OF THEIR END-USERS 

The UNCTAO secretariat, in the context of its programme evaluation activities and in response to inter• 
governmental requests, is seeking the opinions of end-users in order to have basic data for assessing the quality, 
usefulness and effectiveness of inter alia its research reports and publications. As the success of such an exercise 
is critically dependent on an adequate rate of response we should appreciate it if you would take time to answer 
the questions below and submit any other comments that you may have concerning the current document. 
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3. How did you receive the document? (tick one or more boxes} 
Through Permanent Mission to United Nations ( ) From UN bookshop 
From ministry or government office ( ) From university libraries 
Directly from UNCT AO secretariat ( ) Own request 
By participating in an UN/UNCTAD UNCTAD initiative 

intergovernmental meeting Other (please specify) ............ . 
By participating in an UN/UNCTAD ..••.....•......•.......•....... 
sponsored training course or seminar 

4. For whit m1in purposes do you use the document? (ticlc one or more boxes} 
Policy formulation ( ) Education and training { ) 
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Technical accuracy •....••........•....•.•.... ( I ...... ( ) • • • ( ) l I • • I ) 
Quality of analysis, including objectivity •.•..•...... ( ) ...... I ) . • • I ) ( I • • ( l 
Validity of conclusions ...•.••...•...•.•...•... { I ..... , ( ) • • • ( l ( ) · · I l 
Clarity of recommendations ..• • ..••..........•.. { ) ...... ( I • • • I l ( ) · · ( ) 
Comprehensiveness of coverage •... • ...••.......• ( ) ...•.. I ) . . . ( l ( I • • ( ) 

6. Other ob1ervation1 (if any) •••••••••••••.•••••.••••..•• • • • • • • • • • • • · • • · · · • • • · • · · · • 
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Part I 

RESTRICTIONS TO TRADE 

Chapter I 

DEVELOPI\:IENTS IN TRADE ACTIONS AND TRADE 
LEGISLATION IN 1989 
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I. Despite sustained economic growth and the impetus stemming from the ongoing Uruguay 
Round of Multilateral Trade Negotiations, protectionism in developed market-economy countries 
has not abated to any significant extent. Non-tariff measures due to expire in recent years have 
generally been renewed. An important fact in this respect is the extension by the United States of 
·voluntary· restraint agreements governing steel trade, which were due to expire in September 
1989, for two and a half years. The search for bilateral solutions to trade problems continued to 
be a matter of concern. The announcement of certain actions under Section 301 of the U.S. 
~mnibus Trade and Competitiveness Act of 1988, on 25 May 1989, caused great concern to trad­
ing partners. 

2. ~evenhelcss, pew trade distorting measures reported in 1989 have been very few in number 
and a modest import liberalization has taken place in some developed market-economy countries. 
In the area of tropical products, liberalization was implemented as an early result of the Uruguay 
Ro_und of Multilateral Trade Negotiations. However, the resulting reduction in average tariffs, 
tanff escalation and non-tariff measures seems to be modest. 

3. Developing countries persisted in trade liberalization efforts in the context of their develop­
ment process, while the socialist countries continued to introduce market-oriented policy reforms 
and to decentralize foreign trade management. 

A. l\tlajor trade interventions in recent years 

4. The continued recourse to trade restrictions is unmistakable. Table I.I of the Statistical Annex 
gives an overview of border trade measures which were introduced or renewed since the launching 
of the Cruguay Round negotiations. In agriculture, the following important measures were taken: 
in 1937 Australia and New Zealand negotiated VERs with the United States on bovine meat in 
order to avoid import quotas under the United States .\-teat Import Act of 1979. Australia intro­
duced a tariff quota on certain cheeses, and Austria imposed a quota on broken rice, invoking 
G:\ TT Article XIX. The EEC extended the VE Rs with Thailand and Indonesia concerning trade 
in manioc until end 1990, and concluded agreements with China, limiting the export of manioc and 
sweet potatoes, and with the German Democratic Republic on sheep and goat meat.1 During 1988 
the EEC made dessert apples from the southern hemisphere subject to surveillance, quotas, and 
temporary suspension of imports. Canada extended the supply management programmes for 

1 Similar agreements exist Y.ilh other suppliers under lhc Common :\larket Organization for sheep and goat meat. 
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manufactured milk, in 1988, and for hroilcr hatching eggs and chicks, in 1989.2 

5. There has also been an increase in the use of VE Rs in the steel sector. The EEC concluded a 
VER. with Vcnc~ucla in l987, while the United States added China and Trinidad and Tobago to 
the hst of restrained producers under the Steel Import Programme. The United States also ex• 
tended impon relief measures on specialty steel. 

6. ~r~\'iously unrestrained cxpo~ters of textiles arc now subject to restraint agreements. In 1987 
the Umted States concluded textile agreements with El Salvador, the Union of Myanmar, the 
lSSR, Panama and the united Arab Emirates. Canada concluded a bilateral restraint agreement 
with the German Democratic Republic on hosiery. In footwear South Africa increased duties on 
certain footwear during I 988, while France and Italy concluded VE Rs ,vith the Republic of Korea, 
and items from Taiwan Province of China became subject to bilateral quotas. Canada also has a 
Vl:R with Taiwan Pro\'incc of China on footwear. 

7. Ot~cr recently introduced VERs affecting other industrial products arc for instance an Ord~rly 
~farketmg Arrangement the Cnited States concluded with China concerning ammomum 
paratungstatc and tungitic oxide, and with Japan and Taiwan Province of China concerning ma­
chine tool~. A number of products, induding fork-lirt trucks, from Japan arc subject to VERs in 
the ITC. 

8. EEC member States also introJuccd some restrictive measures. Import quotas were intro­
duced on urea from c:ertain socialist countries in the United Kingdom and in Ireland. Spain in­
troduced a bilateral import quota for slide fasteners originating in Taiwan Province of China. 
SafcguanJ measures under GA TT Article XIX ha\'e been taken in Spain (certain steel products) 
and in Portugal (refrigerators and freezers). 

9. The United States resorted to tariff increases as a sanction against allegedly unfair trade 
practices hy trading rartners. In January 1989 the United States raised tariffs by 100 per c~nt. ad 
,·alorcm on SUS 100 million worth of agricultural imports from the EEC. It imposed _smular 
measures against nr,11i\, hccausc of the country's a\\cgcd fai\ure to provide patent protection for 
Lnited States pharmaceuticals and related products, and against Japan initially on some SUS 300 
million worth of imports of certain electronic goods. 

10. I ligher import charges ha,·c resulted from the imposition of a '"merchandise processing fee· 
in the Cnitcd States in I>eccmhcr 1986. Moreover, the '"Superfund Reauthorization and Amend­
ments Act of l9S6'" introduced a tax on petroleum, with a lower rate app\ied on pctrokum 
produced in the L:nitcd States.l 

8. Salient trade actions taken in 1989 

1. Trade actions in tlel·dopcd market-economy countries 

l I. ,\nnounccmcnts by the Cnitcd States Trade Representative (USTR) under Section 301 of~he 
Omnihus Trade and Compctiti\'encss Act of 1988, on 25 \1ay 1989, were perceived by trading 
partners as a threat to multitatcralism. Three countries (Drazil,• Indias and Japan)' were cited 
under the provisions which require the LSTR to identify '"priority trade practices'", alleged to be 
unfair, and of-priority countries· as defined in the Statute, and to negotiate with them the rcmo\'al 

% The q11an1i1.,1h·c r~trictions h;wc httn ju~tirird under C.t\ Tr Article Xl:2(c)(i). 
) Th, Congrc:s, has ju)\ \'oted \o arply a uniform rate \o imported and domc~lic rrtr<>lr11m. 
4 the Ora,ilian trade mc:uurcs in question arc ~u~pension or issuing of import permits and licensing restrictions. 
S Indian polici" wilh r~p«l to insuranc, and invcstrn,nl. 

• Jaran~c restrictions on sa1cllitc and super computer rrocurcmefll and wood prO<"cssing s1andards. 
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of _s~ch pr~~tices ?r so_mc fori:n of coml?cnsati?n-7 Furthermore, in the context of provisions re­
qumng U~ IR to 1dent1fy foreign countnes which deny adequate and effective protection to U.S . . 
property nghts,1 a number of countries were put on watch lists, although none of the countries 
was named as a "priorityH target, thus avoiding the need for USTR to "self-initiate" section 301 
cases immediately.' A total of 25 countries were put on "watch lists", of which eight on a Hpriority 
watch list". 10 The remaining 17 countrics11 were pu~ on a non-priority list. 

12. Various non-tariff measures were renewed during 1989.12 The U.S. administration decided in 
~u~e. 1989 to negotiate the exte_ntion until 31 March 1992, of "Voluntary" Restraint Agreements 
lurutmg steel exports to the. United States.13 Under the Steel Import Programme, which began in 
1984, VRAs had been negouated with 19 countries and the European Communities and were valid 
thr?ugh September 30, 1989. The new two and one-half year agreements will allow steel imports 
to increase by one percentage point per year.•• The European Communities also concluded new 
annual agreements on imports of iron and steel products into the Community.•s 

13. A number of countries have not been granted their traditional allocation of the US Sugar 
Quota.I' Consequently imports of sugars, syrops and molasses originating in these countries were 
de facto prohibited effective I January 1989. Effective May 1989 Canada added some new 
products17 to the Import Control List with a view to enforcing supply management programmes. 

14. A number of non-tariff measures have been eliminated during 1989. In some cases Gov­
ernments suspended national legislation under which quantitative import restrictions had been 
maintained.I• A number of other non-tariff measures which were liberalized had been challenged 
under the GATT dispute settlement mechanism. For instance, Japan19 continued to implement the 
market-opening measures announced in 1988 and Sweden abolished quantitative restrictions on 
imports of apples and pears.20 In some cases, safeguard actions under GA IT Article XIX were 
allowed to lapse.21 Finally liberalization with respect to certain tropical products resulted from 
concessions in the context of the Uruguay Round of Multilateral Trade Negotiations.22 

7 This statute is known as •super 301 •. In the event of unsatisfactory results. the USTR must initiate an unfair trade 
investigation which may. result in retaliatory actions against imports from those countries. 

1 These provisions are known as "Special 301'. 
' On l November 1989 the United States decided to postpone the initiation of unfair trade investigations considering 

that progress had been made in the negotiations. 
ID Ora,jl, India, Mexico, China, the Republic of Korea, Taiwan Province of China, Thailand and Saudi Arabia. Be­

cause of ·significant progress· in bilateral negotiations, on 1 November 1989. the Republic of Korea, Taiwan, Prov­
ince of China and Saudi Arabia were put on a separate "watch list". The other five countries remained on the "priority 
watch list· and their status will be reconsidered in April 1990. 

11 Argentina. C.anada. Chile. Colomhia, [gypt, Greece. Indonesia, Italy, Japan, :\falaysia, Pakistan, Philippines, 
Portugal, Spain, Turkey, Venezuela and Yugoslavia. 

12 A summary of selected border non-tariff measures renewed or implemented af\er the Punta del Este Dccalaration is 
provided in Table I. I of the Statistical Annex. 

ll ,\ "Steel trade liberalization program' was. designed to phase out existing VRAs. The Progra~me includ~ a U.S. 
effort to negotiate an international consensus for "fair and open• steel trade and to remove unfair trade pracllces. 

14 The annual increases will be allocated among countries that follow multilateral or bilateral disciplines regarding unfair 
trade practices and market access. 

IS According to Community sources the arrangements for 1989 are more liberal lhan those fo_r l 988. The negotiati_ng 
dirccti\'cs includcJ a three per cent increase in the reference tonnages in the arrangements with non-EFT A countries 
as well as a reduction of the product coverage, by excluding semi-finished producl5. (Bulletin of the European Com· 
munitics, 1-1989. point 2.2.4) 

16 Japan, Kenya, ~cthcrlands Antilles, Suriname and Yemen. 
17 Broiler hatching eggs and chick~. Canada has justified tl1cse measures under GA Tr article Xl:2(c)(i). 
H for instance Australia lifted quantitative restrictions on sugar imports lhat had been justi~c_d undc~ the Su~ar 

Agreement ,\ct and the Protocol of Provisional Application. The Sugar Agreement Act proh1h1tcd the importation 
of sugar and sugar products unless authori1.ation had been rcc"ivcd from the \1inistry for Primary lndus_try. The 
measure was replaced by import duties of 25 per cent for refined sugar and 35 per cent for raw sugar, dfcct.J\·e l July 
1989. 

" lmporl quotas for processed cheese, non-citrus fruit juices other than apple, grape and pi?capple, as w_cll as tomato 
juice. ketchup and sauce were eliminated in the course of 1989. Tarilfs for some of these items were raised. 

28 ·111e season during which imports arc exempted from import duties was extended to six months for apples and to nine 
months for pears. 

21 Australia terminated safeguard actions. under GA IT Article XIX, involving four wheel drive cars and cert.ain textile 
products. 

21 l'l.egotiatcd contributions by 10 developed market-economy countries and the [EC have for the most part been im-
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15. Ce~ain EC mcm~r ~tatcs eliminated quantitative restrictions on imports originating in 
Japan, Wit~ fu;"her ehm_mau~ns to he expected, until the remaining hard-core national measures 
are dealt wit~ in conncx1?n with the completion of the single market at the end of 1992. The EC 
has aho decided to ahoh~h most of the quantitative restrictions on imports from Hungary and 
Poland, cfTccti\·e I January 1990. 

16. Future liberaliLation was announc:c<l by some countries. Austria announced across-the­
board tariff rcdu~tio~c; to he .im_ptcmcnted effecti\'e I January 1990.?J Sweden announced the re­
mo\'al of ~uanrnall\'C re!>tncttons on _i~_rons of textiles and clothing, including bilateral 
agreements m the framework. of the \1ult,-hbrc Arrangement, by 31 July 199 I. 

17. Jn rcspome to mo\'cs hy Ura1il to expand its copyright protection laws and to liberalize 
mark.et access. on 6 <ktoher l'JS'J the t:nitcd States ended an investigation initiated in September 
1985 on Dra,irs allegedly restric:ti\·c: trade policies towards computer and electronic hardware and 
son ware. 

18. With regard to the CiSP some preference giving countries introduced modest improvements 
in their sc::hcmes. The~c improvements related to product coverage. preference margins and/or the 
designation of bcnefa-iary countrics.u I lowe\'cr, the system continued to be affected by product 
and/or country cxclu\ions from preferential treatment. New Zealand introduced a system of 
·product graJu;uion· dk<..:ti\'C l July l'JSCJ.25 As a result of the 1988 annual review, the United 
States suspended CiSP hcndia for ~1y;rnmar and the Central African Republic on the basis of al­
leged workers· righu ahu\e\,:. cffec.:ti\'C I July 1989. 

2. Trad~ actfons in dnt'lopin,: countrir1 

19. In the context of their de,·clopmcnt objccti\'Cs, a number of developing co~ntrics have 
unilaterally lihcrali1eJ imports in recent ycars.27 Liberalization efforts have continued m 1989. 

20. lhc Rcpuhlic of Korea continued to reduce both tariffs and non-tariff measures. Under a 
three-year tariff reduct ion plan, according to which the a vcragc tariff will be reduce~ from 18. l per 
cent in 19~~ to 12.7 per cent in llJS9 and 7.9 per cent in 1993, a large number of tanff_cuts became 
dfccti\·c in January l9SIJ.:• Certain tariff cuts were implemented with a view to reducing the trade 
surplus with major trading partners.~ ~on-tariff measures were also further reduced. New pro-

pkmcntl'd in l 9K'1. n t (1lt for 1ho~c hy Australia and :'\cw Zealand, which arc being implemented i!' s~gcs bct_w~n 
l Jul)· 19!UI and t July I 'N;?. Thi:')' im·ohe mc,~lly rcrJuction of ~ff :--J and 'or prcfcrrntial Lari~\• and bmdmg or cx1s1J~g 
rain,. Con\Jihu\iom tt"f;\fdini lihc-talit.·ll.ion of non ·tariff measures were made only by the L[C and Japan. Austraha 
undc-ttook to rc-mm·c ll1c frw qu.1nti1at.ivc r~trictions on tropical producu in 1995. All the 10 mark~t-C;onomy 
counui" and \he U.C made conc~~iom for total or putial reduction or !\H'N duties. In addition. c~ntnbuuons for 
GSP impro\cmc-nt WCTC m.1Jc by Au~trali.1, Ausu-ia, L[C, Finland, Japan, Norway, Swrdcn and Sw1~cr\and. Con­
tributiom ,cgau1ing ,rou,cJ \ari!f\ for imroru from the least developed countries were made by Austria, Japan ~nd 
Swiltc-tl,md. UinJing <>r ui~ting rat~. mostJy 1cro, was made in contributions by Australia. Canada, Japan and !\cw 
Zuland. Rinding of \he concn\ion, wa.s ,n tcn«at olTcccd conditionally. 

U Thc~e unilalcral t.uilT reduction, art: comidc-rcd as an advance concession in the contcllt or the Uruguay Round and 
are for the time hcing limited 10 two years. 

U l"or in~tance, v.ith clT«t from I July 1989, Hungary became digiblc for GSP prcft-renccs granted under the Auslrian 
schcm,. :\lotamhiquc h,u h«n rc-cognitcd as Least Developed Country in the framework of the GSP schetnct of a 
numhcf of preference tivtni counll'ict. 

U Countries or lctri1oric:-s lose their rights to prt-frrmlial ratc:s when the value of imports into ~cw Zealand under a 1.1rilf 
item c~cttJ\, in a cakndar year, ho\h 2S per cc-n\ of \he imports from alt sourcc:s and !':ZS I 00,000. 

!6 Rc\'it""·, or CiSI' eligibility of I laiti, l.ihcria, Syrian Arab Republic (alleged workers· rights abusc:s) and ~cnczucla 
(alkrcd r~rr(lprialion of a li.S. firm·s property wilhout compensation). initiated undc-r the 198& annual rcv,cw, were 
c~trndcJ for one year. 

%7 Sec lD ll.1196. paragraphs 21-30. 

::1 l"urlhl"'r t.uifT rcductions were ann(lunccd in the counc of 1989. In addilion, cft"ccti\'e tariffs arc being reduced under 
a tariff quot.i system. In \larch, 1989, tariffs on some l 200 items. principally consumer goods as well as raw matcr(als 
and in1c-rmcdiatc goods, for which there was a shortage of domestic supply, wttc reduced through the introducllon 
of tarilT quotas. 

29 The Rcpuhlic or Korl:'a announced tariff reduct.ions and other market-opening meuurcs for wine and \\inc products. 
Suh~cqucntly. the t.:niled States terminated an in,·cstigation of alleged unfair trade practices in this area. 
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ducts were excluded from the import licensing systcm.30 The import surveillance system was abol­
ished eITectivc 1 Jaunuary 1989 and replaced by a safeguard mechanism. The Republic of Korea 
also extended the scope in which foreign trading companies can participate in import and distrib­
ution activities. Other Asian countries have been implementing some trade liberalization. In line 
~ith the Import Policy 1988-1991, India increased of the number of products which may be im­
ported under the Open General Licence. India also reduced the number of products which must 
be .. canalized· through special governmental and semi-governmental agcnc~es. 

21. During the payments crisis of 1982, Latin American countries had increased import re­
strictions. Recently this process has been reversed in many of these countries and the trade regime 
of some countries are now more liberal than before the crisis.31 This trend has continued in 1989. 
Brazil further reduced tariITs on a wide range of products in July and September 1989. In addition, 
the number of products for which the issuance import licences is suspended was reduced consid­
erably and the Financial Operations Tax (IOF) was eliminated. Venezuela initiated a process of 
substantive chang~s in its trade regime, shifting protection away from NTMs to tariITs. In 1989 a 
system of multiple exchange rates was abolished. The tariff reform aims at a simplification of the 
tariIT structure. In I 989, specific tariffs on manufactured products were transformed into ad 
valorem tariffs. Maximum tariff rates were reduced to 80 per cent for finished products and 50 per 
cent for semi-finished products. According to the planned tariff reform the number of rates will 
be reduced to only two, with a maximum of 20 per cent ad valorcm, by March 1993. TariIT ex­
emptions for manufactured products have been reduced considerably. The incidence of NTMs, 
particularly prohibitions, prior licensing requirements and State monopolies, has been substantially 
reduced.32 Peru, which had tightened its import regime in recent years, eliminated prior licensing 
requirement for some 370 items in the agricultural and agro-industrial sector, effective June 1989. 
Chile allowed safeguard actions under GA TT article XIX to lapse in relation to imports of sugar, 
edible and vegetable oils (January 1989) and wheat (September 1989). 

22. A number of developing countries in Africa also continued to liberalize their import regimes. 
Effective 1 September 1989, Morocco liberalized imports of a large number of products.33 Malawi 
also liberalized its import r ! cgime. Ghana abolished the import licensing system, effective I 
January 1989. The rationing of foreign exchange now depends on an auction system, introduced 
some years ago, under which the exchange rate is allowed to respond to changes in demand and 
supply of foreign exchange. 

3. Anti-dumping and countervailing duty actions. 

23. There were less anti-dumping and countervailing duty actions initiated in the perio~ J_uly 
1988 through June 1989 than in the previous 12 month period (Sec Table 1.2 of the Stat1st1cal 
Annex). The number of new cases initiated in Canada and the United States decreased signif­
icantly, but remained practically unchanged in the EEC. The number of cases involving developing 
countries decreased less than proportionally; consequently the share of actions affecting these 
countries increased. 

30 The Import Lihcralii ation Ratio (I LR, lhe number of products entitled lo automatic imp?rl approval as a percentage 
of all products, defined al lhe IO digil I IS level) attained 96 per c~nl in J_uly 1989, ~nd ~111 r~ac~ al least 97 per c~l 
in 1991 . in accord.,nce wilh a libcrali1.ation schedule announced an April, 1989. :\cw hberahzallon measures partic­
ularly benefit lhe agricultural sector (237 agricuhural products will_ be li~cralizcd). In :\lay 1989 some ~O out or 1800 
agricuhural items were still restricted but the ILR (72 percent) \\111 be increased lo 85 per cent according lo the an­
nounced schedule. The I LR for man~faclured products was already around 99.5 per cent in 1989. 

JI Sec document TD, D: 1196. 
31 Some 40 per ccnl of all prod~cu usc.-d ~o be subject l~ prohi_bilio?s, p~or li~cnsing or Stale monopoly. Ar~und 7_5 

per cent or the products pre\'lously subJecl 10 these :,,.T~h \\ere hbcrahzcd m 1989. The coverage of such NT:'1.1s 1s 
scheduled lo be reduced 10 only five per cent or manufactured products by September I 990. 

l.l Products were transferred from "List A' (products subject to import licensing) to ·ust s• (Liberalized product\). 
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C. Developments in trade legislation and other major policies 

J. Dtt·clopmtnts in marli.tt-tconomy countries 

24. Canatla has created a new independent tribunal, the Canadian International Trade Tribunal 
(Cl'n"), whi~h began opcra~ions on J l December J 988. This Tribunal took over all the inquiry and 
appeal functions of the TanfT Board, the Canadian lmpon Tribunal and the Textile and Clothing 
DoarJ, with the intention of strengthening and strcamJining Canada's facilities for trade r~medies 
and inquiries. lhc main legislation governing the work of the CITT is the Canadian International 
Trade Tribunal Act and its Regulations, the CHT Rules of Procedure, the Special Import Meas­
ures Act, the Customs Act, the Excise Tax ,\ct and the Canada-USA Free Trade Agreement Act. 
The Tribunal is the main judicial institution in Canada's trade remedies system. It has both judicial 
and advisory functions. The Tribunal acts as an administrative court for two of the programmes 
under its judicial functions: appeals from Rc\'enuc Canada-"" rulings and for injury findings in 
anti-dumping and countervailing duty cases. In a number of its programmes falling into its advi­
sory functions, the crrr acts ctlmost as a stun<ling commission of inquiry with powers to conduct 
research, finJ facu, holJ public hearings anJ report on a broad range of trade related matters. 
These programmes relate to \·arious import safeguard inquiries and general inquiries into trade and 
tariff mailers. 

25. On 30 December l'JS~ the newly elected Canadian Parliament approved legislation to im­
plement the United States - Can:.sda Free Trade Agreement, allowing the pact to enter into force 
on I January l 9k9. The United States Congress had approved legislation to implement the 
,\grccmcn\ in late September 1988. 

26. A hill to cxp:ind the scope of the Caribhcan Ilasin Initiative was approved by the ~ni~ed 
States House of Representative) on S October 19S9. The legislation would repeal the cxp!rat1on 
date of the 1983 Carihbcan Basin Rcco\'ery Act to extend it indefinitely as well as to provide for 
additional prefcrcnti:il access for exports from CBI eligible countries to the United States_ market. 
The hill Jocs not include provision~ for preferential treatment on textiles and apparel which were 
contemplated in the ,·cnion approved by the Ways and Means Committee in June 1989. 

27. /\ major reform of Japan's tax legislation apro-.·ed by the Diet in late 1988 took effect in 
April 1989. Among its main pro,·isions, the new Tax Reform Law significantly reduced personal 
income tax rates, eliminated existing indirect taxes (including, inrer-alia, excise taxes levied. on a 
wide range of so-called luxury products and taxes on sugar consumption) ~nd adopte~ a ur_uform 
3 per cent value-added tax on all goods and scr,ices, except for certam transactions m the 
educational, mcdica, and welfare fields. 

2. Dtrclopm(nts in tht foreign trade rc,:imts of socialist countries 

28. In the period 1988-1989 the process of further decentralization of the foreign trade ~an~gc­
mcnt of the social\st countries of Eastern Europe continued. As from l April 1989 all Soviet. en­
terprises, entities and industrial co-opcrati\'cs· arc entitled to carry out foreign trade ~p_crauon_s. 
At the same time, some measures of State control were introduced: inter alia, all parttc1pants m 
external economic relations ha\'e to he officially registered (in accordance with this proc<:durc, by 
mid-1989 over 9,000 participants in foreign economic relations had been registered); also, a system 
of licensing of exports and imports was adopted. 

29. ,\ further libcraliLation of the joint \'cnturcs regulations has been introduced in December 
19S8. Re~trictions on the share of foreign participation (49 per cent in the past) have been abol­
ished; \'entures no longer need to be headed by Soviet citizens; a 2-ycar tax exemption is granted 

lt Rcvc-nuc Canada, Customs and hcisc is the federal authority which, inttr·alia administers and enforces al lhc 
frontier mo~t rules and rctulations whic::h impact on trade in goods. 



TD/B/1240 
Page 7 

to newcomers~ and intergovernmental agreements on the mutual protection of investments and 
prevention of double taxation arc c~vis~gcd (by O~tobcr 198_9 the total number of joint ventures 
m the USSR was about 900). A ma1or mnovat1on m the Soviet foreign trade system concerns the 
new customs tariff, expected to be introduced in 1991. 

30. In Bulgaria the process of de_centra!ization w~s stimt:latcd ... by the decision adopted in De­
cember 1988 on the deep restructunng of industry with the firm becoming the new unit of man­
ag~~e!lt. All Bulgarian enterprises were given the right to engage directly in foreign trade 
actmues. 

31. In Czechoslovakia the law on the socialist enterprise adopted in 1988 embodies increased 
rights for the enterprises in the field of foreign trade. Since mid-1988 the number of companies 
engaged in foreign trade activities has been multiplied to more than 400. A new Joint Ventures 
Act opened up possibilities for foreign investments into the economy of Czechoslovakia. Based 
on this Act, more than 30 joint ventures have been set up during the first nine months of 1989. 

32. From 1988 on, all Hungarian enterprises, whatever their activity (including those with for­
eign participation), may export and import any product to and from the partners in the convertible 
currencies area (with the exception of goods included in a so-called negative list). New measures 
were taken to attract foreign direct investments. The recently adopted Company Act and the Law 
on Transformation of Companies treat all economic entities (including private ventures) on equal 
terms as regards their access to financing, labour and material inputs. A special scheme was in• 
traduced for the protection of f9rcign investments. A profit tax reduction can also be granted to 
foreign investors, ranging fr(?m 20 to 100 per cent. 

33. Effective 1 January 1989, new economic legislation was introduced in Poland. From 1989 
on, all economic entities can freely undertake export and import operations with all kind of goods 
(excluding a limited number of products considered as being of strategic importance). More 
fa\·ourable conditions for foreign investments have also been created, inter alia. with regard to the 
level of taxation and the remittance of profits. 

Chapter II 

ASSESSMENT OF OFFICIAL TRADE INTERVENTION 

34. The Secretariat has continued to update and further improve the information contained in 
the UNCT AD Data Base on Trade Control Measures.JS Dissemination of the information is at 
present carried out through a network of focal points and through various technical assistance 
activities.36 

35. As in previous reports the extent of the application ofNTMs has been assessed on the basis 

lS The current status and use of the Data Base is described ,n a background document which is provided lo Govern­
menu and other parties reciuesting extracts from the information contained in iL Copies can be obtained from the 
li)\CTAD secretariat. 

36 At its ~irty-fourth session, held in Spring 1988, the Trade and Dcvclop~ent ~o~rd decided_ that the lJ:'1:CTAf? 
sccretanat provide, on request. information on trade control measures contained in 11.S computcnzed data base (deci­
sion 35.i (XXXI\')). The lntergo\'crnmcntal Ciroup of Experts on Definitions and \tcthodolog_v Employed in the 
U:--cr AD Data fla5c on Trade \fea5ures, which met soon aftcrv:ards, reached agreement on recommendations for 
implementing this decision of the Trade and De,·clopmenl Board (the rcpo~ of the Gro~p of Experts is con_t.1ined in 
document TD,llil 176). In his note ,·crbale of 5 June 1989 the Secretary C,cncral of u:-.;CTAD has explained how 
general access to lhe information contained in ()au Dase can be rC9ucsted, and has invited each member State lo 
~~i~narc a focal point for.this purpose. The information has als~ been used in l!:\C!?D's technica! ~ssistance ac­
tmlJcs, inter alia those in support of the L'ruguay Round of \1uh1latcral Trade_ :\cgot1ations. In a~d11Jon, the Data 
Base information is being disseminated through a sonware system that u;-,,;CfAO and the \\orld Bank have 
deYclopcd jointly with a view 10 strengthening the negotiating infrastructure in dc,·cfoping countries and to facilitating 
the participation of these countries in intem~ti?nal. trad~ n~otiations. The de,·~l?pment of Software fo~ Mar~et 
Analysis and Rcstriclions on Trade (S\fA Rl ), ,ts d1ssemina11on as well as the lra1mng of go\'crnment officials using 
the system arc undertaken \\ith U:-.:DP financial assistance. 
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of trade coverage ~nd frequency ratios,11 using -broad- and ·narrow'" definitions.JI For the present 
report the sccrctanat has changed the base year from 1984 to J 986. This provides a more up--to­
date profile of ~T'.\1s.lf 

3~. In. l986 thc!e were som~ 770,000 trade flows into the 17 developed market-economy coun­
tnes, which consutute the basis for the computation of the indicators presented in this chapter. 
Some 12_3 tho~sand, or nearly 16 pc~ cent, of these transactions were subiect to one or more se­
lc_ct_td N r~s in 1989 (sec t~blc l.3 m the statistical annex). These NTMs affected some $205 
b1lhon worth of trade (1986 import values), or Sl38 billion if only NTMs included in the narrow. 
definition are considered. 

37. Preliminary estimates indicate that the 1986 trade coverage of NTMs applied in 1989 was 
slightly lower than that of a year before. This reflects principally trade liberalization in the course 
of 1988 ... Calculations maJc by the 1ccretariat seem to indicate that the trade coverage of the stock 
of outstanding anti-dumping and countervailing duty actions has increased from 1988 to 1989, 
which is reflected in the increase in the TCR of the ·broad* group ofNTMs. As the trade coverage 
of anti-dumping and countervailing duty actions is difficult to calculate from national trade sta# 
tistics this result, howc\'Cr, has to be interpreted with care." There was also higher reson to in• 
creased tariffs as a sanction against allegedly unfair actions by trading partners.42 

38. O\·cr the period 1981-1989, the trade coverage of quantitative import restrictions has in• 
creased by some 5 percent. There has hccn a particular large increase in the steel sector and some 
40 per cent of the value of imports into <lc\'cloped market-economy countries arc now governed 
by VE Rs (sec Tab1c 1.4 of the Statistical Annex). On the contrary, the trade coverage of NTMs 
in footwear decreased frorn 40 per cent in l lJ8 l to 5 per cent in l 989. 

39. Table 1.5 of the Statistic:il ,\nncx shows that NT!\is affect developing countries to a gr~a~er 
extent than intra,l)~U~C traJc,0 The trade coverage ratios of NTMs applied against soc1ahst 
countries arc also higher than those applied against all trading partners. 

l1 Seel n. n 119(,. f'.or • Clitical •rrr•i,al of lhMe indicators s« also TD, 0 ,'AC.42/S. 
l1 1'ht "broad· irour or Sl:'\h include cnuin para ·Llriff meastKcs, variable levies, countcr~ail.ing ~nd anti~umping 

actiom, quantit.ali,·e rntriction,, ,u~n\lancc of quanth.ics and;or prices of imporu, automatic licensing a~d mca~urcs 
to control the rricc level; lhe "narrow· group of ~T:'\ls eJtcludcs, from the •broad• group above, para-tanfTmeasures. 
anti-<lumping and coun\tt'.lailing actions, imporl survt'illancc measures and automatic licensing . 

.19 For dC\·dopcd markn-ttonomy countries as a group the use of 1986 rather than 1984 trade slalistics has, by itself. 
no significant impact on the value or trade co,·n-agc ratios. One might assume a downwards erfcct. as the gr?wth ~f 
imports or rnttaint itmu would be expected to lag behind overall import growth and thus obtain smaller _wcights m 
\91H, import stati,tics. ln a numbn or casc-s. such as US imports of sugar and steel products, Japanese 1mpo~ or 
agricultural products subject to quot.ls anJ tariff quotas. [[C imports of products coverc~ by the Comm.on Agncul­
tural Policy and Clnadian imports of agricultural products subject to quantitative rcstrictJons, there has mdccd been 
a decline, eYc-n in absolute tCTms, in the v.alue or imports. Allhough the cdstcncc of !\'T:'-,h ls nol ~c only factor a_f­
rccting trade, and other facton (such as drmand facrors and prices) may have contributed to lower import growth m 
te\traint arus. this s«ms to indicate that a numhcr of N1''.\1s have affected lradc flows to a considerable cxtcnL 
I lowcver, in a few cases such as L:.S. imports or Japanses automobiles, the value of imports increased strongly des pile 
the uistcnce of :'\'1 \Is. Thrse casn compensated for the nciative effects obs«vcd in olhcr restraint areas. 

•• Can:ida maintained qu.1ntitative restrictions on footwear imports from 1981 (non-leather footwear) and I _98_2 (lc11thcr 
footwear) until ~ovemhcr 19K&. l .lTcclhe l l)cccmher \985, Canada removed quantitative import rcstncuo_ns from 
all cattgorin of footwear rxcq'lt for womCT1'1 and girls' footwear. Remaining import controls were progrcss1vell re• 
la1.cd and to~lly ph:u~ oul hy :--.ovcmhcr \9&8. H has been impossible to calculate the trade coverage orlhe J1bcr· 
ali,ation of foolwe,,r catcrorics before '.\:ovtmbtt 1988 as the Jiheralizcd items coulJ not be separated oul in the trade 
statiMici. The entire \iben\i1ation process is lhnefore reflected only in 1989. 

•• The trade coverage of anti-dumping and countervailing duty actions may be consiJerahly overstimateJ as a numhcr 
or ca\M invoh·e only part of the rroducts hclonring to a national tariff line. This may be particularly the case of an 
anti-dumping action invohing l:.S. imrorts or limousines originating in Canada. 

42 In January. 1989, the l:nired Slain increased import duties on imports of certain EC exports, in retaliation of the 
Animal l tormonc Dirccli,;e or lhc European Communities. Increased duties were proclaimed in 1987 but had bttn 
suspended. 

O The extent to which ~1-'.'\h apply lo D\1EC imports from different origins varies widely. This is the combined effect 
of (i) tl1c ~elective application of trade measures against particular countries or groups of countries and (ii) difTcrcncts 
in the composition or imports by countries or origin. 
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40. The secretariat has traditionally presented twC> indicators of protectionism in the form of 
non-tariff measures; the frequency index and the trade coverage ratio. One of the criticisms fre­
quently voiced against the use of these indicators is that they lump together highly restrictive 
measures with measures which can have little or no effect on trade._. 

41. . The secretariat has taken this problem into consideration in previous documents by pre­
scntmg trade coverage ratios for different sets of NTMs; broad definition NTMs, narrow definition 
N~Ms and quantitative restrictions. The presentation in this section is a further step towards re­
fim~g the methodology. In many cases the country tables indicate the value of the imports of 
particular products covered by specific NTMs. Moreover, the aggregation of measures is related 
to sectoral or general (trade) policies. 

42. The trade coverage .of major trade policies and trade laws in developed market-economy 
countries, which govern imports through the application of product-specific trade measures at the 
border, is indicated in more detail in a sepcrate study.4S This study analysed the incidence of gen­
erally well known trade policies in the· trade intervention indicators, particularly the trade coverage 
ratio and aims to contribute to a better understanding of the problems involved in the assesment 
of the extent of managed trade. 46 

43. The study indicates that in most DMECs products covered by trade policies and/or legis­
lation with a strong sector specific character account for a very large part of imports ·subject to 
NTMs, particularly those contained in the #narrow* definition. This illustrates the concentration 
of managed trade in a small number of product clusters, which arc often affected by a number of 
overlapping NTMs. 

44. The study also analyses trends in the incidence ofNTMs in the imports into specific DMECs 
by comparing the corresponding Tables for 1981 and 1988. The increase in the trade coverage of 
NT\1 s (narrow definition) between 1981 and 1988 in the United States is to be attributed princi­
pally to the introduction of the Steel Import Programme in 1984. The increase in trade coverage 
of :"\TMs applied in the EC (narrow definition) was to a large extent due to VERs with Japan, 
which became effective in 1983.'' The trade coverage of bilateral textile arrangements of the EC 
declined, because the arrangements with some countries were terminated.48 There has also been a 
gradual liberalization of 1'T.Ms applied by individual EC member States. I lowcvcr, the trade 
coverage of ?\TMs .has fallen in some countries during the same period. Xew Zealand has termi­
nated a large number of quantitative restrictions, largely on products covered by the global 

44 In this connection tJ1e Jntcrgo\·ernmcntal Group of Eitperts on Definitions and '.\1cthodology Employed in the 
l::'1,Cf,\ I) Data Base on Trade :\feasurcs, at its second session, intrr alia, •urgro the secretariat to continue its efforts 
to reline its methodology and to examine the comparability of data with the view to improving its as5cssmcnt of 
non-t.1rilf mearnrrs.· The Group also rccommcndrd that when aggregating measures. the Secretariat should make 
clear which measures were included or not for the analysis. 

45 Sec, Srlutr,i Issues on Restrictions to ]rad~. t.;\"Cf,\I) IPT 2-t Trade policies arc as far as po~sihlc hrokc-n down 
into sectoral and or cross-sectoral policies. The trade co\·crage is estimated using the U\"CTAD Data Base on Trade 
Control ~ k.i~urcs and 1986 import statistics. 

46 In lhc study imports arc first broken down into agricu!lural, mi_n_cra l and in~~strial pr~du~ts. Within _these· broad 
economic catrgorics imports \\hich arc governed hy sector spcc1hc tr~dc p~hc1cs or lcg1sla1Jon .arc d~fincd as sub­
£roups. Remaining products, which arc generally free from sector specific:-.; nls, arc presented an residual groups. 

47 ,\!feeling products such as light commercial \'chicles, motor cycles, fork·lifi trucks and video tape recorders. 
41 'Jhc ,1greemcnts with Colombi:i, [gypt. Guatemala, llaiti and :\lcxico were replaced by ,\dministrati\·e Co-oprration 

,\rrangcmcnts effective, I January 1988. 
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~cn~cri~g J"!Ogra~. ~orway has climina_tcd licences and quotas on a number of productS orig· 
inaung •~ [ast Astia (~Jsnly Japan, Rcr~ublic of Korea, and Taiwan Province of China). Australia 
has abolished some tar~ff q~otas ~n textiles. The tra<le coverage of NT~s in Japan declined slighly 
as a result of th_e tcrmma~1on of •~port quotas for some agricultural products, as for leather and 
foot~·car, c:ff~cu~·c I ,\pnl 198_6.19 I he trade coverage of NT\1s in Canada declined due to the 
gradual tcrmmauon of quotas m the footwear ~cctor, which became fully implemented in Novem­
ber l 988. 

8. The imp3ct of VERs 2nd anti-dumping actions on developing countries 

45. There seems to be increasing evidence that ~TMs have a strong effect on trade flows. Trade 
in affected products has been tcncrally growing less rapidly than in other sectors and trade has 
been shifted away from ~l\1 imposing countries to other markets. This section analyses two 
imrortant sekcti\'C trade mca,-urcs, namely VERs and anti-dumping and counteravailing duty 
actions. 

/. Anti-dumpin~ and counttra·ailin~ duty actions 

46. 'Inc secretariat has updated n prc\·ious studyst on trends in anti-dumping and count~~~iling 
duty actions in Je\'dopcd market-economy countries. The new study.s• covers new cases 1~1ttated 
in the pcreoJ 1981-l'J~M~1 ·1 he stu<ly shows 1ha1 the number of new investigations peaked ~n 1982 
(409 new cases), principally due to a ,·cry large number of im·cstigations involving steel 1mpo~s 
into lhc CniteJ States. For the same reason, a large number of new in\'cstigations (270) wa~ aga1!1 
ohscr,·cd in 1985. In rc,ent years there has been a gradual decline in the number of new mvesu­
iations, except for the 1:1:C. 

41. lhc share of new in,·cstig:uions in,·oh·ing developing countries has gradually increased. from 
around 20 per cent in l'JS0-1982 to more than 40 per cent in period 1986-1988, Over the ~·h?lc 
period such actions affected 38 dc\·cloping countries. The de,·eloping countries. and ternt?nes 
most frequently imoh·cJ arc the Republic of Korea ( l07 investigations), nraz1I (99~ •. Taiwan 
Pro\'incc of China (74) \1c:i.ico (43) and Yugosla\'ia (36). Anti-dumping an<l countcr~a1hng duty 
in\'estigations in\'oh·c particularly steel and chemical products. There has been a growmg number 
or cases invoh·ing electronics. 

4S. The impact of anti-dumring and countervailing duty actions initiated in the European 
Communities and the t:nited StatcsSJ on the exports of developing countries is assessed on the 
basis of the dc,·ctopmcnts in trade 0ows originating in affected countries and in the share of those 
trade nows in total imports, during the fh-e-year period starting two calendar years before and 
ending two years afier the initiation of the im·cstigation.s. In both the United States and the EE_C 
imports originating in countries inrnh·ed in anti-dumping and countervailing duty cases have 10 

most cases declined in the two years following the initiation of the investigation.55 Ahhoug~ the 
share of cases showing decreasing trade after the initiation of an investigation has been higher 
when such im·estigations resulted in the imposition of duties, in a rclati,·cly high number of c~scs 
which did not result in the imposition of duties, trade has ne\'crthelcss declined. In the United 

•~ lmporl ~1h>t.1s wn-c n·placc-J hy t.uilT quoin. 
~ Srr 1 D O 979 
~• Sdutrd lssuu orr Rntrictio,u to Trad~. (l.i:\Cf AD n P 2-1). 
~! Sce ·1 ahks I I.I tlir<'ugh 11.6. . 
S.l ,\u~lralia ,ind Canad,1 also have used anti-dumring and coumerv.siling dul)' actions with rc,.pcct lo dc,·doping coun-

1rics. 1 lo,,c,·cr time scri~ on import nows wc:rc not a\'ail.ablc for anal)'sis. 
~• n,c analysis is b:ist'd on information on national tariff line lc,;d imporu, drawn from published national statistics. 

l'or the l..'nilci.l States import n,lucs in currcn1 dollan are taken into account. \\'hcrcas for the l[C(IO.) both ,·olumc 
.,nd \';iluc.-s. t'xrrc-ssC'J in currC'llt [Cl's, arc consiJcrtd. 

~s SC'c- T.1hlcs 11 .8 and 11.9 
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~t~t~s _the num~er o~ ne~ative cases showing lower import ':alues in the two years after the 
mt1t1at1on of an mvest1gatton outnumbered the number of negative cases where imports continued 
to grow. 

2. "Voluntary" export restraints and developing countries 

49. yoluntary export restra_ints (VERs) are only one !>f many in~truments used by importing 
countnes to protect domestic sectors.56 The alternative protective measures vary in their 
restrictiveness from the protective extreme of an embargo on imports to the liberal extreme of 
non-binding monitoring provisions or automatic import licensing for statistical purposes. The 
three major importing markets differ in their choice of instruments for import restriction. The EC 
uses quantitative and minimum pricing measures in about equal porportions; slightly more than 
one-half of the imports limited by quantitative restraints involve import quotas administered by 
the EC or by member States. Japanese imports are controlled primarily by import quotas with no 
VERs whereas the United States uses VERs on more than one-half of the imports subject to re­
straint. Regarding the rapidly growing category of trade restraints (VE Rs other than textiles and 
apparel covered by the MFA). the United States is the major importing country using this measure 
to limit imports. 

50. With regard to export restraint agreements in force by product sector (excluding textiles and 
apparel) the EC and USA alone account for 87 per cent of the agreements. The EC agreements 
range widely across product sectors. The developiQg countries most seriously affected by VERs 
imposed by the EC include Brazil and the Republic of Korea on steel products, the Republic of 
Korea on footwear, and Thailand on manioc. In contrast, the US agreements are heavily concen­
trated in steel products and textiles and apparel not covered by VERs under the multifibre ar­
rangement. The other major VE Rs of the United States include beef imports from Australia and 
New Zealand, automobiles from Japan, semiconductors from Japan, and machine tools from 
Europe, Japan and the Asian NICs. The developing countries are most seriously affected by the 
VERs on steel products; the primary target countries among the developing countries include 
Argentina, Brazil, the Republic of Korea, Mexico, Venezuela and Yugoslavia. 

51. The use of VERs has grown strongly during the 1980s. Some policymakers regard such ar­
rangements as practical tools, since they can be implemented without the use of legislative action, 
and in some cases without direct government involvement (industry-to-industry agreements). 
VERs tend to spread in two directions. First, the country demanding such protection may expand 
the arrangements to include previously unrestrained exporters. Second, as exports are diverted to 
other markets, other countries impose restrictions on the same products. 

52. The import coverage of VERs by the EC jumped from 2.2 per cent in 1981 to 3.8 per cent 
for 1982, ,·vhen VERs on manioc trade were concluded. Afterwards it increased slightly to 4.0 per 
cent in 1988. The trade coverage ratio for VERs with developing countries increased from 0.4 per 
cent in 1981 to 2.2 per cent in 1982 and 2.4 per cent in 1988. The import coverage of VE Rs by the 
United States has grown steadily from 8.9 per cent in 1981 to 10.4 per cent in 1988.57 The TCR 
of VE Rs affecting developing countries first declined from 4. 7 per cent to virtually nothing in 1983, 
principally because VE Rs on footwear with the Republic of Korea and Taiwan Province of China 
lapsed. llowever, as a consequence of the VERs on steel trade initiated in 1984 the TCR reached 
1.7 per cent in that year. It subsequently increased to 2.6 per cent in 1988. 

53. A "voluntary" export restraint agreement leads to increasing prices f~r the products con­
cerned in the importing country, and reduced export volumes for the restrained exporter~. 1:he 
extent to which developing country exporters suffer short-term loss.es depend on the re_lauve size 
of the movements in volumes and prices. In any case, consumers m developed countnes lose as 
they arc forced to pay higher prices for the finished products. 

54. VER agreements are usually introduced as temporary measures. and a number of VE Rs have 

56 See Tracy Murray, Voluntary Export Restraints and the Deve/opi"g Countries, UNCT AD, ITP/27. 

St Excluding \'ERs in textiles and clothing, whether covered by the MFA or noL 
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subsequently been eliminated. llowc\'cr. initially temporary measures in the textile sector in the 
1950s wc_rc later replaced by lo~gcr term arrangements, which were renewed and extended, under 
the :\~uhtftbrc Arrangement, wh1~h ha~ hccn in existence for more than fifteen years. The major 
contr!butor to the r.cccnt gro\~1h in Vl:Rs of the Cnitcd States is the policy to assure the domestic 
~~c~I md_us~ry, t~at 1m~ort_s w1

1
ll no_t account for more that J 8.5 per cent of the domestic market. 

_I his pol1c). ~ h_1ch began m I :JS~. and h_a s bc~n ex.tended up to l 992 ( sec paragraph 12), resulted 
m ~he ne~ot1a110~ of a muh1~u<lc_ of Vl:Rs w1th c.:ountries in Europe (including Eastern Europe), 
As~a, Laun Amcnca, Au-.~raha, Canada :.11~d South Africa. The future of this policy is uncertain. 
Fa!lure ~o ph_asc out c~ccuvcly_ the !.tccl Vl~R programme might result in the steel VERs becoming 
as mgramell m the traJmg cmironmcnt as 1s the MFA. 

~5. VE_Rs applied to rrall~d ~roJucts of-mature· industries imply that new produc~iv~ capa~ity 
m cmc_rgmg_ ~upphcr ~ountnes 1s not ~llo,_,·cJ to_ phase out the hig_h•c?st producers m importing 
countries. I he resuhmg CXl:c~s capactty 1s Jctnmcntal to all parllcs mvolved. VERs have also 
been appearing in more dynamic ~cctors !.U<:h as consumer electronics. The application of VER 
in growing industries ntJy make the entry of emerging suppliers difficult, an<l developing country 
exporters may rind it impm~ihk to pcm:trate the markets at a later date. 

56. The techniques cmploycJ to e:,c.d\lllc emerging compctiti\'c suppliers increasingly fall into the 
·grey· area rncarnrcs of the muhilarcral rrading system. The non-transparent and bilateral nature 
of VERs has gradu:slly eroded the lfocipline in the international trading system. Measures such 
as ·\·oluntary- c,port rc-.tr;tints esc.-pe multilaterally agreed principles. Moreover, VERs arc not 
monitored, and their c,:onomic dfrc.:u arc not analy!>ed on a regular basis. 

C. Tropical products. 

57. This section an;1Jyscs recent changes in tariff treatment for tropical products in the maj~r 
dcvclopcJ markc\-c1.:onomy countries. follov,:ing contributions to the Mullilateral Trade. Ncgou­
ations.sa It particularly an:aly1cs changes in average tarirfs and in tariff escalation, resulting from 
tariff concessions, in,·ohin~ p.srtia\ or total reduction of \1 FN rates and improvement of prefer­
ential schemes.'' Tahlcs 1.7 through 1.9 provide some indication with regard to the trade coverage 
of tari{f conccHions and the depth of tariff cuts,'° for all products and for each of th~ seven p~od­
uct groups iJcntificJ as a ha!iis for negotiations." Table I. 10 shows the effects on tanff escalation. 

58. The EEC contribution co\"crcJ all seven groups, but excluded important items such as cocoa, 
manioc, tohacco, pine.apples an<l rice.': The simple an<l trade weighted average \1 FN tariff rate for 
a\\ <lutiahlc trnpica\ products co\'crcJ hy orfcrs will he cut from l l.4 to 6.8 pc~ cent and from 8.0 
to <,.O per cent rcspcctiHly. For all \1 F;\ <lutiable products those averages will be reduced from 

SI l'or more details., \CC StluuJ. /u~s (l/1 R('S(riClions lo Trad~ cu:-.;cr Al> TIP. 2-i). 

St Contributions rc-,arJing binJing or nis.ting r.1lci and libcrali1.ation or non-tarilT measures arc not considered in this 
anal:,-.i,. 

'° Particir,ants in the \H:o-; have indicat<"d tl,e product con·ragc or their conlrihutions using the ll_armoni1.~ Sy~lef!' 
11omcncla\urc. In ordcr \o ;ui.~s \he dTcrt5, or \hcs.c con\rihu\ions on average tariff rates and tanlT ncalauon, mdi· 
\ idu.11 il<"ms had to he concordeJ ....-ith national tarilT ~cht'dulcs used in 1986, for "hich compu1eri1cd data on trade 
flows and tarilTs W:t\ a,·ailahlc from lhc GATI" Tra.Je and Tariff Study Oata B,uc. Information on trade Oo\\"S, 
po,1-Tolyo \ff:'\ r:>tes. <iSI' ratn and I ea,t l>cn·lopcd Country (I.DC) r.:,tes was cxtr;icll'J frorn these tapes. Suh• 
SC"qucntly, nC"w \II':'\. c;sr and [.l)C: r.>lc-s corrt"l'ponding to rach larirf line co\'l'rrd hy contrihution~ were encoded 
h,· L,CL\ D ,1arr. on tJ,e h.1,is of the <"Oneord,1ncc made hctwccn lhc I IS and l'ach 1.1riff schedule. Simple and trade 
,,.tifhkd old and t1c·w 1,1ri1T .:,n•r.:,~<"S were thm calculated for imports from the "·orld, from CiSP beneficiaries an_d 
I l>Cs. ·n1c ,1\l'taf.e r,,tc:!o for CiSJ> bcnl'ficiarics were oh1aincd on the ha\iS of GSI' rates (indrpendc-nt from the-tr 
utili1.11ion anJ wi1hout c-on\iJcrint pos~ihlc c:\du\iom and ceilings) for alt producls covered by the GSP scheme of 
ll1c imrorting country anJ \tr:-,. rate., for products not CO\"cred hy the GSP schl'mrs. 'lradc weighted averages were 
t,1lcul;1tt'J using tarilT linc le,d imports from CiSP hcncficiary countries as weights. Similar procedures were followl'd 
for\ DC r.11cs . I or l.uilr line\ not co,crell h) U)C ralcs, GSP or \II"~ rate~ we-re used. ·1 his mcu1odology ha~ some 
rr(lhkm~ which arc- oplained in the study which is circulated as a :\:on·SC"ision.11 Papl'r. Particularly lhc csuma1c-J 
~hare of impt,r\!. c<wcrcd ll> comrihutions as a ~hare of Iota! irn!'(>rts has to be co11~idcrcd with car~. 

,1 Tr0rical hc.-\"rragr-s: ~rices, Oowcrs and rlaiting products; crrtain oilsrc-ds, n·gcl..lblc oils and oikakC'S; tobacco, rice 
.:mJ tr(lrical root~; tropical frui\s and nuu; natural rubber :md \ropical wood; anJ jute and hard fibres. 

,: C-ontrihutions in,·olving improvement or CiS P rates on two products and reduction of \IF\: duties on 150 items, of 
"hi,·h )7 we-re- tot:i1\y eliminated. have been imr,kmcnted on \ January and 1 July 1989 r~p<'cti,·c\y. 
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12.4 to_ l~.4 and from 9.8 to 8.9 per_ cent respectively. ~fari~ cut~ affecting imports from GSP 
bcneficia_ncs _arc less pronounced. With regard to escalation in MI· N rates by processing stages, 
a reduction 1s ohserved for some product groups, such as tea, cocoa, essential oils, vegetable 
plaiting materials, tropical fruits, wood, rubber and jute. 

59. Japan made contributions in all groups, except for the group of tobacco, rice and roots.63 
The simple and trade weighted average M FN tariff rate for all dutiable tropical products covered 
by offers will be cut from 9.8 to 5.8 per cent and from 19.9 to 17.2 per cent respectively. With 
respect to products which are dutiable on a M FN basis, M FN and GSP tariff cuts will result in a 
reduction of the simple and trade weighted average tariffs for GSP beneficiaries from 7.6 to 7.0 and 
from 8.7 to 7.6 per cent respectively. The average rates for all dutiable products will be reduced 
from 12.5 to I I.I and from 15.9 to 14.7 per cent respectively. With regard to escalation in MFN 
rates by processing stages, a reduction is observed for some product groups, such as coffee, spices 
and oilseeds. 

60. In the case of the United States some groups or sub-groups of tropical products, for which 
non-zero MF~ rates exist, were excluded from the contribution such as the group of tropical wood 
and rubber and the sub-groups covering cut flowers, rice, and tobacco.64 f'or products specified in 
the offered contribution, nominal tariITs are to be reduced by around one-fourth.65 

61. Tariffs on products covered by the United States contribution would be reduced in the av­
erage from 5.J to 3.9 per cent (simple averages) and from 3.2 to 2.4 per cent (weighted averages) 
although the average reduction for all dutiable tropical products would be small due to the small 
number of items covered. With few exceptions, products for which M FN tariffs were reduced in 
the United States were already duty-free under the GSP so that there is no improvement in the 
average treatment of imports of tropical products from developing countries except for imports in 
the group of fruits and nuts. 

62. Although tariffs on tropical products in the United States arc in general low, the averages 
~or dutiable items imported from developing countries in the groups of tobacco, rice, and roots and 
m that of fruits and nuts remain relatively high. Escalation in M FN tariffs would be somewhat 
reduced for tropical nuts as a result of concessions by the United States. 

63. The analysis made with regard to the three main importing markets suggests that the results 
for developing countries thus far achieved in the negotiations on tropical products fall short of 
expectations. Concessions cover a relatively small part of dutiable imports from developing coun­
tries as many important products of export interest to developing countries are excluded from the 
contributions. Although for several individual products tariffs were fully liberalized in the EEC 
and Japan, tariffs remain significant in the average and tariff escalation continues. 

~ Contrihutions have been made with re~pect to 161 items of its I IS based Tariff Schedule as follows: for I 37 items 
t.1rim were cut on a \IF:\ basis (or which 46 rates were cut to zero), while for 14 items tariffs were reJuccrl under the 
CiSP (of,~hich thee rates were cut to 1ero). For one product a zero-duty rate was granted to least developed countries. 
Binding of existing unlmund duty-free rates was offered for 13 items. \ 1?sl of these tariff rrdu~tions _were !mplcmentcd 
on I April J 989. For some products reductions were effective on I Apnl 1988 anJ one rcducllon will be implemented 
on I April 1990. 

1M 1 ht! contribution maJc by the L'nilcJ States im·olves reduction of .\If:\ tariff rates applied on 49 items under the 
I larmonizrd Tariff Schedule. 

'5 Binding of the reduced rates for arricultural tropical products depends _on a successful outcome of n~o~ations in 
aFriculturc. for non africultural tropical products included in I.he ofT~r, Gutc an_d har~ fibre _p~oducts), binding_ wo~td 
depend on some reciprocity from p,1rticipants henditting from the LS concessions. I he L1111cd States contnhut100 
was implemented on 18 October I 9S9. 
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STRUCTURAL ADJUSTMENT ISSUES IN THE WORLD ECONOMY 

Chapter I 

RECENT TRENDS IN INTERNATIONAL TRADE AND OUTPUT 

A. Global trends in international trade and output 

6_4. The value of world exports (expressed in United States dollars) has increased quite markedly 
sm~e 1985, reflecting both strong volume growth and, particularly, price increases stemming 
~amly from the depreciation of the dollar (see annex table I I.I). The share of developing countries 
m world trade experienced a significant decline, from 24 to 20 per cent, mainly on account of the 
fall in oil and some other primary commodity prices (for the evolution of export prices by region, 
sec annex table I 1.2). Among developing countries, the only strong exception to the general trend 
was South and South-East Asia, which continued to increase their share in world exports (from 
8.8 per cent in 1985 to 10.2 per cent in 1988). 

65. In volume terms, world exports grew very rapidly in 1988 (8.5 per cent), accentuating a trend 
that had begun in 1986 (see annex table II .3). lbe major factor explaining the rapid expansion 
~f world trade since 1985, and particularly in 1988, was a quickening in the pace of output and 
investment growth in some developed market-economy countries, especially Japan and those of 
Europe, and in the developing exporters of manufactures of South and South-East Asia (sec annex 
tables 11.4 and II .5). By contrast, economic activity remained depressed in other developing 
countries, several of which have traditionally been significant markets for exports from developed 
market-economy countries. 

66. Throughout the 1980s, the strongest export growth has been recorded by manufactures (sec 
annex table 11.6). And in this sector, developing countries as a whole, particularly those of South 
and South-East Asia, continued to outperform other regional groups in the world economy (sec 
annex table 11.7). The countries of this latter region (especially ASEA~ countries and some South 
Asian countries such as Bangladesh, India and Pakistan) also increased their exports of food and 
non-oil raw materials, whose prices rose in 1987-1988 in response to buoyant economic conditions 
in the dc,·clopcd countries and severe droughts in ~orth and South America. Latin American 
exporters of non-oil primary commodities also benefited from the price increases. By contrast, 
supply-side problems and lower prices for tropical beverages ha\'e hampered Africa's exports. Oil 
exporters have also been adversely arfected by weak prices; however, lower oil prices ha,·e provided 
consi<lcrablc balance-of-payments relief to oil-importing developing countries. 

67. If there is no increase in protectionist actions in the de\·clopcd market-economy countries, 
world trade in 1989 and 1990 is expected to continue on a fa\'ourablc trend, with perhaps a slight 
deceleration of gro\,1h rates." The major impetus to trade is expected to come from a continuation 
of strong investment rates in Western Europe, Japan and the developing countries of South and 
South-East Asia. The latter economics could benefit particularly from strong import growth in 
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Japan. Other regions. will proh:shly <:ontinuc to experience considerably slower export and output 
growth ( sec annex tahk, 11.J and 11.~ J. 

8. E,olution of the import capacity of deH!loping countries 

68. The recent crnlution of imporr-.. both in nominal and real terms also shows considerable 
differences a_mong ~c,·clop~ng regions ( sec annex tables 11.8 and 11.9). 'The economics of South 
and South-Lnt A\1:t h:ne m<:n.·a'>cd their imports strongly in nominal dollar terms since 1985, and 
~heir ~hare in_ worlJ imports ro~c: from S.X per cent in J 'JS5 to I0.3 per cent in 1988. The combin~d 
imports of eight fa~t-vowmg exporters of manufactures in this region (I long Kong. Indonesia, 
Rcpuhhc of Korc:i. \tabpia, l'h1lippines, Singapore, Taiwan Province of China and Thailand) are 
now roughly of about the same order of magnitude as the imports of the Federal Republic of 
Germany. On the other lwHi, the imports of other dc\'cloping regions ha\'c stagnated or declined 
\harply. ·1 hcrcfon:, the iinponam:c of Africa, l.atin America and West Asia as import markets for 
the JcvelopcJ countries rcakcd in l'>S0 (~cc annex tahlc IL 10). 

69. b·cn though in the_ agrrcgatc the export dependence of developed countries on dcvdo~in_g 
country markets has 1.kdincJ rnh\tantially. at the level of in<livi<lua\ sectors, or even firms, ,t ts 
quite high. In the <:a\c of l·crtain hir,h-technology and complex goods, mostly in the machinery 
anJ equipment sectors. the !-hare of developing countries in the exports of developed markc!• 
economy countries varies hctwccn 40 an<l <,O per cent, an<l the exports of each of these goods 1s 
worth ~e\'cral hi11ion <loll.us (sec annex tahlc JI.I l). In many cases, rising levels of export dc­
pcnJcncc arc aho an inJication of the Jc,·clopment of new forms of intra-industry specialization 
in proJuction anJ traJc in ~orth•South relations.'' 

70. Faster ~rowth in Jc,·ctoping countries and deht reduction couhl have a significant impact 
on the utent to which Jcvclor,ing countries cou\1.1 resume their role as significant import markets. 
A sustaincJ acceleration of the growth rate of dc\'cloping countries as a whole of one per cent o,·er 
the gr0\\1h rates actu;,lty rccorJcd in 1987-1988 and at>o,·c a baseline scenario for 1989-~990 (as 
indicated hy the gro\\1h forecasts of annex tahlc 11.4) would result in an adJitional annual mcrcasc 
in imports from developed market economics worth 54 hillion. This represents alm~st 15 per cent 
of the a\'erage annual increase in the latter countries· exports to developing countries forecas~ for 
the period \9~6-1990 anJ estimated at S2S hillion ( sec annex ta hie I I.I 2). Similarly, a sustained 
10 pi:r cent reduction in the Jcbt-scn·icc payments of selected Jcvcloping regions ~vcr th: san:c 
period wouhl incrca~c their imports by about one quarter over the baseline sccnano.6:' ,:his eSll­
matc Joes not take into account the fa,·ourab1c impact of Jebt reduction on growth m mdcbtc_d 
countries. Therefore, the increase in imports arising from debt reduction is probably umlcreSll· 
mated. 

6' ,\~ vf 1111: time of ,Hit in!,!. only fragmentary traJc anJ output Ja1;1 \\Crc a,·ailahlc for 19S9. I hcrcforc. lhc figures and 
analy~~ for 19S9 cont;1inl'd in lhis rcrort arc hascd on forttasL, made by lhc ~ecrctarial. 

,-i Sec J. ,\. Jc Cutro, 'l>ctcrminanls of l'rolc1:tion and tvohing rorms of ~ortJ1-Soulh Trade', li.\'CTAD Discussion 
Paper S a.16. June 19R9, pp. 20-26. 

'8 l"or technical reasons. it was possible to carry out thi!. cxcrci~c only for ~ortl1 ,\frica. a sub-rrgion or l.atin America 
(.\rFcntina. llra1il and \lr:<ico) and lhc counlrics or ASEA'.',;. 
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TRADE AND STRUCTURAL ADJUSTMENT IN SPECIFIC INDUSTRIES 

71. The 1980s were characterized by rapid expansion in the exports of manufactures of devel­
?Ping ~ou~tries, s_low growth of ~orld industrial production and continuing structural adjustment 
m specific mdustnes, most ofwh1ch took place among developed countries. This section, however, 
concentrates on the structural adjustment which involved developing countries in four industries: 
iron and steel, automobiles and components, consumer electronics, and textiles and clothing. 
These branches are of major export interest to developing countries and account for more than 
half of their export increase in manufactures during the 1980s. These industries were also subject 
to major adjustment pressures. Data on trade and production trends for these industries are shown 
in annex table I I.13.69 

72. In the iron and steel industry, strong competitive pressures cumulated, with quasi-stagnation 
of long-term consumption growth. Between 1980 and 1988, world steel production grew only by 
I per cent per annum. A decrease of developed country production was compensated by rapid 
growth in developing countries and China. In the latter countries, most of their additional 
production catered for domestic demand. 

73. Some developing countries have become internationally competitive in this industry, owing 
to lower wage, raw material and energy costs, the application of up-to-date technologies, and less 
stringent environmental regulations than in developed countries. Developing countries achieved 
strong export growth and raised their share in world exports from 7 per cent in 1980 to 11 per cent 
in 1988. The increase was highly concentrated: the Republic of Korea and Brazil accounted for 
half of the group's exports. More recently, exports from a few other countries and territories have 
increased rapidly, including Indonesia, Malaysia, Mexico, Taiwan Province of China, Venezuela, 
Yugoslavia and Turkey. Developing countries' steel exports shifted toward higher degrees of 
processing, as finished products now account for 60 per cent of their total exports. In spite of 
strong export growth, import penetration in developed countries by developing country exports 
as a whole remains marginal (see annex table Il.14), largely on account of proliferating non-tariff 
measures. 

74. In the face of large-scale overcapacity, the trade and structural adjustment policies of de­
veloped countries were initially directed at trade amongst themselves and with socialist countries. 
But protectionist measures have been gradually extended to developing countries. The United 
States, in particular, has relied heavily on trade control measures and now has VERs with virtually 
all foreign suppliers, including six developing countries (see para.12). In July 1989, VERs were 
extended until 1992. Until recently, the EEC had used both production quotas and VERs as means 
to rationalize steel production and to achieve a better balance between supply and demand. Al­
though production quotas have recently been replaced by surveillance, VE Rs on imports of certain 
finished products have been extended; they affect three major developing country suppliers, namely 
Brazil, Republic of Korea and Venezuela (see also para 12). The Japanese approach to restruc­
turing has been one of government guidance and support for corporate rationalization and diver­
sification. 

75. Automobiles and components constituted one of the most dynamic .export groups of 
developing countries, as their share in world exports doubled from 2 per cent m 1980 to 4.3 per 
cent in 1987. Producers in a few developing countries have become internationally competitive in 
this industry, as a result of the attainment of a sufficient scale of production and of the general 
maturation of the industry. The greater export orientation in the policies of the countries where 
production had already attained significant lc\'cls induced transnational corporations operating in 
the sector to increase their exports. There has also been greater recourse by transnational 
corporations to joint ventures and sub-contracting in developing countries. Passenger cars have 
been the product with the most rapid gro,,1h, followed hy general car parts and motors. 

" for a more detailed account of sttUctural shifts and sectoral policies, including sources of combination, sec Structural 
Adjustment lm.tes in the World Economy, U:\CTAl>11TP/25. 
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Automoti\'C ~.rodu~t~ rank now amongst the top cxpo:ts of Brazil, the Republic of Korea, Mexico 
and Yugosla\1a. ~\ hik cxpons of moto~s rcm:un restricted to car exporters, other components are 
cxp?ned by a. wider _r~~gc of ,kvctor!n.g countri:s and territories, including Argentina, Chile, 
India, Indonesia, ~hb)sia, ~torocco, l a1wan Province of China, Thailand, Tunisia and Turkey. 

7~. for lhe ~ndustr)' a~ a whole. import penetration by developing countries in developed coun~ 
tnes ~as rcmain_cd marginal (iee a_nnex table 11.14). As regards cars, about half of exports of de~ 
veloping ~ountncs arc marketed du~ctly by two companies (from the Republic of Korea and from 
Yugosla\·1a). ~csc cxpons go mainly to the United States market, although exports to Canada 
ha~·c aim been important. ~~ these exports consist mainly of smaller cars, they do not cause major 
ad1ustmenl prcsrnres for Lnited States producers, which concentrate on larger models. And ex­
ports of cars and motors which take place between affiliates of transnational corporations in 
South-East Asia and Latin America and their parent companies arc part of the strategies followed 
by transnational corporations, mainly in the United States, to respond to competitive pressures. 
While VERs and other quantitati\·c restrictions in this industry, applied by the United States and 
certain EEC memhcr States, ha\·c generally been directed at Japan, the sensitivity to imports from 
dc\·cloping countries has inucascd, as attested by the temporary application of anti-dumping 
measures against cars from the Republic of Korea hy Canada. At the same time, Governments 
of dc\·clopcd countries h:ne 5,upportcd rationali,ation and adjustment in this industry through fi. 
nlncial measures and, particularly in Europe, the facilitation of mergers and inter-enterprise co­
operation. 

77. World production and traJe of consumer electronic proi.lucts has been extremely dynamic 
during the l lJKOs. lktwccn t 9&0 and l 9S 7. world trade in these products grew twice as fast as world 
trade in m:rnufaclurcs. Japan and a few developing countries have sharply increased th~ir shar:s 
of worlJ markets, while the United States and Western Europe have seen their shares decline. ThlS 
industry is charactcri1cd by rapid technological change, the continuous introduction of new 
proJucu. high R & I> expenditures, intensified enterprise co-operation in new products, and 
mark.ct saturation in mature products. 

78. Several developing countries have emerged as imponant exporters in reccn~ year~: South­
East Asian economics (particularly the Republic of Korea, Taiwan Province of Chu~a, S1ngapo~e, 
~a\aysia. and Hong Kong)"'!,uprly about a quarter of world exports; and Latin Amcncan countncs 
(mainly ~1exico and Bra1il) account for another 3 per cent. Mature products and componen!s 
dominate these exports. \1ost Jc\·cloping country exporters arc also major importers of electronic 
products for assembly or processing. 

79. Oe\'cloping countries· penetration of the :-forth American and Western European markets 
has risen significantly in the 1980s. An important portion of this trade consists of intra-firm 
transactions of transnational corporations and sub-contracting operations: they form part rat~er 
of adjustment strategics than of adjustment pressures. The competitive gains made by developing 
countries have been hascd on rapid technological diffusion for mature products and low wages. 
The latter have motivated transnational corporations to relocate production of matu~c products 
and components to de,·cloping countries or to sub-contract in developing countnes labour­
intensive products and processes. The Governments of some developing countries have also sup­
ported these activities through appropriate changes in foreign investment regulations and the 
promotion of ex.port processing 1-ancs. 

RO. Government policies in the EEC and the United States ha,·c included increasing resort to 
VERs and other protectionist measures on imports of some products, particularly the more S?· 
phisticated new products (such as compact disc-players and video-cassette recorders). The i:nam 
countries and territories affected ha,·c been Japan, the Republic of Korea, I long Kong and Taiwan 
Pro\'ince of China. Anti-dumping measures have become more frequent on imports of TV sets and 
a range of electronic goods mainly from Japan, other developed countries, the Republic of ~orca, 
Hong Kong and Singapore. 

81. Sluggish demand and production, rapid growth of foreign trade and intensified proteet!on 
by most developed countries have constituted the framework for structUral change in the text~ks 
and clothing industry during the 1980s. Shills \n production shares from developed to de\'clopmg 
and socialist countries have been accentuated by the stagnation of the textile industry and a 
contraction of the clothing industry in dc\'cloped countries. 
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8_2. Differential export ~erformance h_as been a _major fact?r stimulating shifts in production. 
Exports have grown parllcularly fast m developing countnes and China. As a result over 
_1980-1_988 the share of developing countries in world e_xports rose from 22 per cent to 30 p;r cent 
m !ext1les an~ from 37 ~er ccn~ to ~8 per c~nt for_ dothm_g: Hong Kong, the Republic of Korea and 
Taiwan ~rovmce _of Chma mamtamed the,~ leading pos1t1~ns amongst top ranking exporters, but 
lost considerable import and market shares m products sub1ect to binding import restrictions in the 
Unit~d States and the _EEC. On t~e other_ hand, several o~her d~veloping countries expanded their 
clothing exports particularly rapidly dunng the 1980s, mcludmg Bangladesh, Costa Rica, the 
Dominican Republic, Indonesia, Jamaica, Malaysia, Mauritius, Morocco, Pakistan, Singapore, Sri 
Lanka, Thailand, Tunisia, Turkey and Yugoslavia.78 

83. Rising import penetration in developed countries has, however, not been the only factor 
leading to adjustment pressures. There also have been important changes in production processes, 
including the conversion of textiles from a labour-intensive to a capital-intensive industry and the 
introduction of new materials. Enhanced consumer orientation and extreme flexibility of pro­
duction lines have become key issues for the clothing industry, as rapid changes in consumer tastes 
have led to shortening of product lives. 

84. Certain adjustment policies of developed country firms have contributed to the strength of 
developing countries' clothing exports. Production of mass products has been gradually relocated 
to them. Cost-saving sub-contracting of sewing operations now account for about 10 per cent of 
clothing imports by the United States and the Federal Republic of Germany from developing 
countries and underlie the export success of several Caribbean, Central American and 
.\1cditerranean countries.71 Sourcing in developing countries by retail chains in developed coun­
tries has been a further component of export growth. Another factor has been the relocation of 
production by firms from I long Kong, Taiwan Province of China and the Republic of Korea to 
developing countries underutilizing their export quotas (or exempt from them): export-oriented 
assembly underlies the rapidly rising clothing exports from countries such as Bangladesh, 
.\1auritius, Sri Lanka and Thailand. 

85. During the I 980s, the policies of developed countries towards imports of textiles at)d clothing 
have been the most restrictive among all industrial sectors. Bilateral quotas and VERs within the 
.\1ulti-Fibre Arrangement (MFA) have spread rapidly to new countries and products, as soon as 
~uch exports have emerged; and they have been triggered off by much lower market shares than 
m the 1970s. Additional VERs and comparable undertakings outside MFA have also spread rap­
idly. Outward processing and sub-contracting have generally been restricted by quota arrange­
ments, although there has been more flexibility in these kinds of operations. 1n addition, tariffs 
on clothing and textiles are still high in most developed countries; and exclusions, ceilings, tariff 
quotas and the like place limits on GSP benefits. There also has been recourse to anti-dumping 
action in spite of MFA. 

86. Protectionist policies affect notably established textile and clothing exporters among the de­
veloping countries, but also set ceilings to export and production growth in newly emerging textile 
exporting countries. If relatively fast export growth has been achieved, this has been due partly 
to export growth prior to the imposition of quotas and to shifts in production sites or product 
specification by established producers before new restrictions are imposed. Regional preferential 
arrangements (such as exports to the EEC under the Lome Convention or to the United States 
under the Caribbean Basin Initiative), increased quota utilisation within the MFA and more 
favourable treatment for least developed countries have also contributed. But above all, it has 
been the overwhelming comparative ad\'antage of developing country producers that has ac­
counted for the gro\\1h of these exports. Such gro\\1h would ha Ye undoubtedly been higher in the 
absence of ;\1FA and other restrictive measures. Thus phasing out restrictions under the MFA 
and integrating trade in textiles and clothing into GA IT is of particular importance to developing 
countries. 

87. Complementary government adjustment measures and programmes in developed countries 

7' R. [rzan, J. Goto and P. llolmes, 'further Evidence on the Rt!.triclivencss and Other Trade [fTects oflhe :\ff A on 
[xports of Developing Countries in the 1990s', S"·wish International De\'elopment ,\gency, S1ockholm, June 1989. 

71 Cil\Tr, ·suh-Committcc on ,\djuslmcnl . Summaries of Information from Participating Countries•. CO:\1.TCX57, 
1988; and I). :\!orris and A. Sowtcr, ' Outward Processing of Apparel; \Vest Germany to [astern Europe and 
Yugoslavia', Textile Outlook /n1erna1ional, July 1989. 
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ha\'c included rcgionat aid'. low-interest _loan!;, investment subsidies, employment s~bsidies and the 
cncouragcm~nt ~f cntcrpnsc co-o~rat,on and mergers. These programmes have been ~nablc to 
prevent dc~lmcs m _emplo)'mcn~. ~or have_ ~hc_y ~cc~ sufficient to bring about the needed adjust­
ment, part_1cula~Iy in the clothing sector. I hc1_r limttcd dfectivencss is best demonstrated by the 
fact ~hat, an ~p1tc of th~ c~trcmely long duration of protection, recent trends point towards in­
creasingly stnngent rcstncuons. 

Chapter 111 

RECENT DEVELOP:\lENTS IN STRUCTURAL POLICIES 

A. Developed market-economy countries 

I. Dtt•tlopmrnu in agricultural po/i<:its 

88. According to OECD secretariat estimates, the cost of agricultural support imposed on_ t~x­
paycrs and consumers in major 01:CD agricultural trading nations amounted to about S286 billion 
in 1987.nThis figure was higher than in 1986 (S267 billion) and significantly above the ave_r~ge 
annua\ con of some S li0 biUion recorded during I 983-1985. With regard to specific comrnod1ttes, 
the assistance as measured by \he producer subsidy cquivalcntn in the OECD area increased fro!11 
Sl59 billion in 1986 to about Sl69 hillion in 1987, both amounts being distinctly higher than in 
1984 (S94 billion) and 1985 (Sl06 billion). Although both the combined consumer and tax-payer 
transfers and the amount of the producer subsidy equivalent declined in 1988 relative to 1987. the 
1c,·c\ of agricultural support continued to be high in historical terms. The total cost for taxpayers 
and consumers came to approximately S270 billion, more than in any year prior to 19_87, and the 
producer subsidy equivalent amounted to some S157 billion, higher than in any year pnor to 19~6. 
The decline in 1988 was largely the result of increases in world market prices. rather than rcflect~ng 
changes in support policies. In addition, Governments maintained a variety of measures, ran~mg 
from conventional tariffs to a complex array of non-tariff measures, to restrict imports of agncul­
tural products. 

89. As a whole, there is as yet little indication of a major shift in the agricultural policies of the 
developed countries towards greater market orientation. An important result has been not only to 
reduce, or shut o(f, the traditional markets for de,·eloping countries but also to displace, often 
through subsidized exports, developing countries on world markets. Subsidized exports fr~m the 
developed countries have affected developing country exports, especially to third countnes, of 
meat, sugar, wheat and vegetable oils. 

90. In the :\hd-tcrm Rc\'icw of the lJ ruguay Round of multilateral trade negotiations u~dcr th~ 
auspices of the General Agreement on Tarirfs and Trade (Gt\ TT), participants re-affirmed in Apnl 
1989 the long-term objecti\"c of establishing a fair and market-oriented agricultural trading system. 
A reform process should be initiated through the negotiation of commitments on support and 
protection and through the establishment of strengthened and more operationally effective GA TT 
rules and disciplines. The long-term objccti,·c is meant to provide for substantial progress~\"C re­
ductions in agricultural support and protection over an agreed period of time. 1 n relation to 

7Z These countries arc: t:nited States, Canada, Australia, ~ew Zealand, Japan, Austria and the EEC. See for a detailed 
analysis O[CD. Ag,.icuhural Policiu. Marktts and T,-adt: Monitoring and Outlook /989. (Paris, 1989). 

7J The producer suhsidy l"(!uh'alcnt is the paymrot_that wo~ld be required to compensate agricultural producers for the 
los~ of income resulting from lhc removal of a gwcn policy measure, other things being l"(!Ual. 
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short-term measures, participants made a commitment to ensure that current levels of domestic 
and export support and protection in the agricultural sector will not be exceeded and stated their 
intention to reduce support a~d protecti?n levels for 199~. Ministers agreed that special and dif­
ferential treatment of devclopmg countries would be an mtcgral element of the negotiations. In 
the area of tropical products, the Mid-term Review agreement has permitted the implementation 
of a number of market-opening measures by developed market-economy countries. These meas­
ures are implemented on a provisional basis for the duration of the Round and can be modified 
or withdrawn in the light of further developments in the negotiations (see paras. 57 through 63). 

91. Aside from the Mid-Term Review agreement in the Uruguay Round, there were a number 
of developments in the policies of some of the major developed market-economy countries in 1989. 
In the European Community, agreement was reached in February 1989 on a limited programme 
of direct income support, delinked from farm output for the poorest producers. The United States 
accepted a GA IT panel report in June I 989 which recommended that it either terminate its sugar 
quotas or bring them into conformity with the General Agreement. Compliance with this report 
would have a significant impact on the United States sugar industry. In Japan, a proposal was 
made in 1989 to study the country's import market for food with a view to seeking an improved 
balance between imported and domesticalty-produccd food products. Should such a study be 
carried out, it will be the first official investigation of distribution channels and price-setting 
systems for imported food in Japan. In 1989, the Japanese Government continued to pursue its 
unilateral market-opening measures announced towards the end of 1988. 

92. The agricultural sector of the developed countries remains a priority area for policy reforms 
aimed at reducing the distortions in domestic production and world markets. The adjustment of 
the agricultural sector would be facilitated by the development of other economically viable activ­
ities, both manufacturing and services, in rural areas. 

1. Policy aspects of structural adjustment in industry 

93. The economic policies of the developed countries should help resources to move promptly 
into new, promising activities or to withdraw from declining lines of production. Hence, market 
signals reflecting trends in competitive positions should play a major role in shaping economic 
policies. Further scope exists in the developed economics to implement policies which are 
adjustment-oriented so as to assist markets in fulfilling their resource-allocative function. Policies 
can, in particular, do more to facilitate the movement of resources from mature production sectors 
where comparative advantage is shifting in favour of developing countries towards new opportu­
nities in industry and services based, to a greater extent, on innovation, skill, flexibility in pro­
duction, and entrepcneurial ability. This section examines selected aspects of economic policies 
with implications for structural adjustment in industry.7' 

(a) Labour market policies and labour mobility 

94. The demand for labour in expanding industries does to a large extent not coincide with the 
qualifications of those released by contracting industries, and those who enter the labour market 
for the first time do not always have skills which meet new patterns of demand for Jabour. Labour 
markets have to respond to new and urgent labour needs created in particular by the speed and 
scale of technological change. The expected benefits from investment in new technologies arc 
unlikely to be achie\'ed without concomitant investment in the training of the workforce in specific 
skills as well as in broad-based general education. The resources which went into labour adjust­
ment programmes to assist adults with retraining ha\'c, however, been relatively modest in devel­
oped market-economy countries. In 1988, public expenditure on labour market training accounted 
in most developed countries to less than 0.3 per cent of GDP and_ was as low a~ 0.1 per cent in 
some of them. 7s The highest proportion, spent by some four countnes, amounted m l 988 to about 

7' For more detailed information, in particular \\ilh rtgard to indhidua\ countries. see Structural .Adjustment Issues in 
rh~ World Economy, L'SCTAD ITP 2S. 

7S Sec 01:Cl>, Employment Outlook, /989 (Paris, 1989), table A.I. [xpcndirurc on unemployment compensation was 
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~.5 pc~ cent ~f_Gl>P.'• ~f orcon:r. the p~h_lic resources made available for special youth measures. 
,nc:ludmg training, 10 pro~ote the tr.sns1t10n from st.:hool to work, have in most countries been 
C\'Cn kn than their cxpcnd11urc on lahour market training for adults.TT 

95._ While labour ~r.kct_ progr~mmcs arc c_sscntia~ to address the problem of matching people 
~o Jobs and. hc~cc, fac1hta_tmg aJ1ustmc:nt _hy industries to structural change, training and retrain­
ing_ may ha,·c httlc _effect 1_f there ar~ few JO~s- for which workers can be retrained in a particular 
region, unkss new mJusincs, repbc:mg dcdmmg sectors, arc attracted or workers arc \\illing to 
mov~. A !)Umhcr of de\'clopetl countries have programmes to improve regional mobility, with fi­
nan~1a\ asststa~cc prornled to workers who arc prepared to leave areas of severe unemploymcnt.71 
Rcg1onal mob1l1ty of the workforce appears lo be low in the economics of Western Europe. 
whereas it has been traditionally rd.ativcly high in the United States. In Japan, where large firms 
o(!cr. their core labo~r force '1ron~ employment protection, a great degree of regional mobility 
wnhm the company u <lcmande<l of the employees lo an extent that is unknown elsewhere." 

96. Both occupational and regional lahour mobility have proven to be panicularly poor in a 
number of import-competing mature in,Ju,tries bccauc;e of the high proponion of older workers 
and workers with cclatinly kw ~kith and low c<luc:.llional levels. The provision of early retirement 
benefits ii often the only sotution to mitigate the adjuc;tmcnt cost of older workers displaced after 
long joh tenures in the \amc in~1u.,try. A,·ailahlc tlata again in<licate that public expenditure on 
early retirement for labour mukct reasons has generally been low, accounting for significantly less 
than I per c:cnt of GDP in most de,·clopcd countries in 1988, while few of these countries spent I 
per cent of GDP or more in the same year.18 ,\s\istancc with labour market training and early re­
tirement might, thus, be gi\'cn a more prominent place among active measures to facilitate struc­
tural adjustment. Public funding of labour market training has in some countries been stepped up 
in recent years, hut it remains to be seen whether budgetary allocations will generally become more 
substanti\·e to meet cxi~ting ncc1.h.11 Additional resources for these purposes could be freed by 
phasing out the suhsiditation of ailing industrial sectors under adjustment pressure as well as other 
sectoral assistance where it has pro,·en to be ineffective. 

( b) Technology policies 

91. Support for innovation erforts which meet industry needs is a key area of policy c_onc_cm in 
the field of technology in the dc,·clopcJ countries. The promotion of tcchnology-intcns1vc indus­
tries and projects in areas such as information technologies, rrucro-clcctronics, biot:c~n~logy, new 
materials and space and aircraft has been a prominent feature of government pohc1es in the de­
veloped countries for the past one and a half decades. Government funding of the R_ & D ex­
penditure can be high. Some de\'clopcd countries finance between one-fifth and one-third of the 
cost of R & D acth·itics of their industries (including research acti',·itics supporte~ f~om defense 
budgets).U In highly research intensive sectors, government support is even more s1gn1fica~t. The 
promotion of research programmes in technology-intensive areas is expected to be conducive to a 

in all coun\ritt m3rkroly highef' than the: rcsoruccs allocated to active programmes of labour market training. In some 
countries, unt'ftlploymcnl compfflHtion accounlcd for l.S per cent or GDP and more. 

'' Dmmark, Ireland, ;\;ew 2..c:aland and Sw~tn. 
77 The exprnditure on sprciat youth mU'l\lr~ has bttn slighlly higher than the expenditure on labour market training 

for aJulu in Australia. !"ranee, haly, Spain and the Unilcd Kingdom. 
71 Portugal has rcccnlly introduced such assistance. 

7' Sec also "l.abour market flnibility: • c-on1.ro,·cnial issue·, Th~ Of:CD Obs~rw:r, 1'o.l4l (September l986). 
90 f"or example, Denmark (I J pcr cent) and r,.,nce (0.94 per ccnl in l 987). 

et In 1987, rdatinly sharp incrcasn of around SO pcr cent and more in lot.al ex~nditurc on labour market ';f~ining ha,·e 
ht't'n rrcordcd in a number of countries, including Au~trali.'I, Greece, :-.;cw /e.11,md and Sp.1in. In the I.Jnrtrd S~-1 ~cs, 
the ·1 raJc ,\dju!>tmcm\ ,\s~isl,:mce Act (L\,\) which iargcts workers di~placcd by irnporh, and the Job l rammg 
Partnership Act (HPA) arc the princiral ,·chicles for auisting disloc:ucd workc.-rs. lloth progra'!lmc::' currently 
concrn1ra1c on re-training. 1 he progr,1.mmn for trade adjustment a!ISi!.lAncc (L\,\) allocatc-d S$0 millwn an 1987 for 
rctr.1inin~ and job srarch or work en disrlaccd by increased imports, double the amount made available in 1986. See 
.iho Of CD. l"mrlnrmrnr Outlook, J9SS (Paris, 1988). chapter 3, annex. As a part or more gc-neral policies under the 
Joh Training Partners.hip ,\cl, the [mploymcnl and Training Administration in the t,;nitcd Stiitcs has recently 
launched a new proirammc. backed by a fund or sq&o million, for the promotion or training and r~plo):mrnt or 
j(lhl~s workers. Sec OLCD, /nJustrial policy developments i,r OECD COWltrits. Annual RA:,·icw 198& (Pans 19&9). 
chap1cr Ill. 
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shift in the industrial structure towards high-productivity industries and a changeover to new pro­
ducts. 

?8, 'l~hc r~lc whic~ new tcch~ologics mig~t play in str:en~thening the competitiveness of mature 
mdustnes . (1.e. textiles, clothmg, gla_s~ m~ustry,_ pnntmg. an~ publishing, paper industry, 
watchmakmg, etc.) has also bee!1 recc1vmg mcreasmg attention m the developed countries and 
Governments have been promoting the development of new, mainly microelectronic-based tech­
nologies for traditiona! productio!1 ~cctors. Programmes are carried out with public support to 
develop new products, improve existing ones and, above all, to generate process innovations which 
reduce production cost, especially the cost of labour. The substitution of capital for labour has 
bccom~ a major characteristic of tcchnologica_l progress in mature i~dustries and many developing 
countries have become concerned that they m1ght lose the comparative advantage which they have 
in hitherto labour-intensive lines of production. 

99. The progress made in the utilization of new production technologies varies among sectors. 
In the clothing industry, the sewing operation and the handling of the fabric pieces are not as yet 
accessible to a high degree of automation, and there is, at present, little prospect for a decisive 
breakthrough in clothing technology, but the Governments of several developed countries continue 
to support major projects aimed at developing a fully computer-integrated manufacturing system. 
:rechnological progress in spinning and weaving operations, on the other hand, has significantly 
~mproved the competitive situation of the textile industry in the developed countries, making the 
industry a highly capital-intensive activity. Textile technology tends to diffuse rapidly throughout 
the world and has spread quickly to producers in developing countries, who have also achieved a 
high level of modernization of their production equipment. They have generally retained their 
competitive edge in standardized mass products, but the high capital intensity of production (and 
the associated cost of power consumption) has, nonetheless, narrowed their labour cost advantage 
in the textile sector. 

_100. Policies of developed countries intended to promote technological innovation in traditional 
!ndustries should be oriented. to a greater extent, towards enhancing intra-industry specialization 
m production and trade with developing countries, rather than trying to regain competitiveness in 
production lines where the factor endowment of developing countries gives them a comparative 
advantage. I lence, policies should pay particular attention to promoting innovations which move 
the structure of production "up-market" into areas of more sophisticated products. 

( c) Regional policies 

_JOI. Attempts to encourage growth within regions adversely affected by structural change focus 
increasingly on attracting more skill- and technology-intensive industries, besides the development 
of new service activities. Not all the efforts in developed countries to restructure regional econo­
mics through promoting gro"-'th poles based on investment and new technologies have come up 
~o expectations. The problems associated with developing more skill- and technology-intensive 
industries in areas under adjustment pressure are rooted in general deficiencies of these regions 
which mainly relate to an insufficient local structure of industrial inputs and services and the rela­
tive lack of qualified manpower. 

102. Regional assistance has become a major component of structural policy of the EEC, with 
grants and loans at favourable rates being provided from a number of sources.13 The southern en­
largement of the EEC to comprise Greece, Spain and Portugal is bound to increase the size of the 
regional problem of the Community, aggravating the centre-periphery divide. To mitigate dispari­
ties, significant regional assistance for the financing of productive in\'estment and infrastructure 
will become available from the EEC. enhancing the financial support and other incenti\·cs provided 
at national levels. The regional incenfr,e policies could. on the other hand, have adverse impli­
cations for the export prospects of the developing countries. Many less developed regions in the 
Community have a relative abundance of unskilled labour similar to the situation in the majority 

12 for statistical data sec O[CI) .\lain science arid technology indicators, /982-88(2), (Paris, 1988), tables 17 and 18. 
11 Including the Furopcan Regional De\'clopment fund; the European ln~•cstment Bank; the [u~opcan Agric~ltural 

Guidance and Guarantee 1 ·und; the [uropcan Coal and Steel Commumty; and the so-calkd :'\cw Community In­
strument. 
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of ~he developing economics. Rcgi~nal suhsidics hy the EEC, in combination with assistance at 
national le,·cls, c~ulJ come~uently mducc an ~nlarging flow of investment in mature industries to 
the Sou!hem penphery or 1:uropc. I l_encc, rcg1o~al assistance could further distort competition in 
production sectors where the developing cconorrues have a comparative advantage. 

10~. In ad~ition, such usistancc wouhl ~ega_ti\'cly affect foreign direct investment in the deve)­
o_p!ng countnes to the extent t_hat new f ~rc1gn m~·cs~mcnt is directed to Jess developed areas in the 
EEC to talc ad\'antagc of regional subs1d1cs, while It would otherwise have been made in a devel­
oping ccon~my. ~n particubr, labour-intensive segments of the production process which in the 
past have m~reasmgly been. r~l,oc.iteJ to developing countries rrught now also be shified to the 
Southe.m pcnphe!)' of th~ 1:1:~, from where processed parts can be re-exported to all member 
countncs of the Communny unimpeded by protectionist barriers. 

B. Developing countries 

l04. Trade and indu1triati,ation policies have hcen at the centre of the debates on development 
strategy and policy during the entire post-\i.'ar era. Developing countries have gathered a rich ex­
perience in this area, as a wiJe \'aricty of 3pproachcs have been followed. These experiences have 
ranged from strong inward orient.ation to heavy emphasis on exports, on the one hand, and from 
strong go\'ernment guidance to the free play of market forces, on the other.M 

105. While it is not cuy to gcncrali.1e as to optimal approaches, differences in longer-term per­
formance (sec annex table 11.15) would suggest that there arc some lessons to be learnt from ex­
perience. ln the first place, ~clecfr~·e trade and industrial policies which have stressed m~rc o~ less 
equal inccnth·es to exports and to produce for domestic markets ha,·c been associated with higher 
investment and gro"1h rates lhan across-the-board liberalizations. This is equally true for the 
experiences which arc of tong standing as for those of the I 980s. With the exception .of Uong 
Kong, the other rapidly growing economies in South-East Asia (lhc Republic of Korea, Singapore 
and Taiwan Pro,·incc of China) rclicJ heavily bolh on export-oriented industrialization and ~n .se­
lective trade and/or industriali,..ation policies. More recent experiences also point tow~rd s1~lar 
conc\mions: the fastest growing countries in the 1980s have been those which, while hbcralmng 
their import policies. ha,·c continued to be selective in the use of import controls and, at the same 
time, ha'ic paid greater attention to stimulating exports.as 1t should be recognized, though, that 
many of the more drastic trade libcrali,ations of the l980s have taken place rather recently and, 
therefore, it is still too soon to pass judgment on them.16 

I06. Secondly, sclccth·ity can refer either to trade policies, industrial policies, or both.17 . F?r 
example, Singapore has married liberal trade policies (very low and uniform tariffs and no s1gmf­
icant quantitative restrictions) with active industrial policies. The Republic of Korea has used _se­
lective policies in both areas, although tariffs and import restrictions have become moderate dunng 
the 1980s, by the standards of other developing countries. While there seems to be no clear-cut 
answer as to where the sekcti\'ity should be applied, there is considerable c•,idencc that _the u~~ of 
a ,·aricty of policy instruments outside what is normally considered trade policy (c.g, credit poh~t~S, 
im·cstmcnt in economic and social infrastructure, fiscal policies, technology policy, and pohc1es 

14 r or dclails, sc-c Structural Adjv.stmutt /uuts ilf tht World Economy, l::'\CT AO ITP,'2S. 

IS U1csc countries include Ora,il, Coua Rica, Indonesia, ~1alaysia, ~lorocco, Thailand and Turkey. In _the c~se of 
Bra1.il, the gmcral thrust or trade and exchange rate policies dates back to the mid-1960s. For a full d1scuu1on of 
changcs in trade policies in the l 9K0s and their relation to economic performance, sec Trade and Development Rtport 
1959. Olaptcr \', ~frade Policy Reform and faport l'ttfonnancc in DC\·cloping Counuies in \he 1980s". 

14 Coile, in tl,e mid-t970s, was \he fir1\ country lo adopt neu\tal trade policies as across sectors and to rely almo~l cx.­
du~i\'ch· <'n markc-t forcn for resource allocation. Although there has bC('fl considerable ex.port di\'crsificalion in the 
1980s, pcr capil.:l income has not surpassed its 1970 le\'cl, and im-cstmcol raltS have actually fallm in the I 980s. 
Countries adopting ambitious policies of trade liberalization in the l 980s include Bolivia. Cole d'Ivoire, Ghana, 
Jamaica, '.\lcxico, :\igcria, and l:tuguay. 

,., Jndu~\ri:il policies rcfrr to policic:1 o!h_cr \han \hose in. the trade area which affect th_c allocation of rcsourc~ to dilTercnl 
sccton. ·thus. even when trade pohc1cs arc neutral, inter-sectoral resource allocat1on can be affected by inter-sectoral 
difTcrcnccs in policies in areas such as fiscal incentives, credit availability and inkrcst rates, and wages. 
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towards foreign investors} has played an essential role in building up supply capabilities in indus­
trial sectors which eventually attained international competitiveness. 

1~7. Thirdly, tho~e count!1es which h~~c built into their_ trade and industrial policies consider­
ations oflong-term mtemational competitiveness have attained higher rates of growth than those 
~ountrics whi~~ have continued to rely largely on_ industrialization for the domestic market through 
1mport-restrammg measures alone. ~oth t~c high rates of gro\\1h recorded by the fast-growing 
exporters of manufactures of South-East Asia over the past 25 years and more recent experiences 
seem to support this hypothesis. 

108. Finally, it should be strongly emphasized that there are clear limits as to what domestic 
policies, by themselves, can achieve. Significant increases in investment rates arc indispensable for 
growth and industrial change. In most countries, these increases cannot be brought about without 
an casing of foreign exchange constraints, larger flows of foreign resources, and the upgrading of 
technology. Moreover, for developing countries as a whole, the success of more export-oriented 
gro\\-1h strategics depends on a stable, predictable and favourable trading environment. 

C. China 

109. Although economic reforms have made major strides towards a greater role for market 
mechanisms in the agricultural, industrial and ser\'ices sectors, there is no movement all the way 
to an unfettered market economy in China. The aim of reforms is to raise the efficiency of enter­
prises at the micro level, whilst at the same time retaining sufficient elements of central planning 
to guide the economy on a particular course and provide macroeconomic balance. Finding the 
right mix between plan and market has proved to be difficult and this could result in a moderation 
of the pace of reforms in the years ahead. In agriculture, the reintroduction of household farming 
has led to a more commercialized rural economy, replacing the system of collective farming. In 
industry, the delineation of decision-making between plant management and government agencies 
still appears to be in a state of flux at the operational level. 

D. The socialist countries of Eastern Europe 

1 IO. A number of socialist co~nO-ies of Eastern Europe have continued to assign a wider role to 
market processes and further decentralized decision-making. All socialist countries of Eastern 
Europe are stepping up efforts to increase their participation in world trade and economic re­
lations. Foreign trade will have an important role to play in meeting the demand for traditional, 
labour-intensive consumer goods in the socialist countries, and the de\'eloping countries are likely 
to be the most competitive suppliers. The socialist countries, on the other hand, could find outlets 
for industrial goods with medium-level technology, particularly capital goods, in developing econ­
omics. 

I 11. The reforms by themselves may not, however, result in a strong increase in East-Sou~h 
trade. In a medium-term perspective, a number of policy measures can help strengthen ec~nom1c 
relations between socialist and dc\'cloping countries. The further de\'clopment of multilateral 
countertrade arrangements would be an avenue to case the problem of currency inconvertibility in 
East-South trade. Although such arrangements arc no solution in the long run and entail costs 
that do not arise with pure monetary transactions, they can have an essentially stimulatory effect, 
as many exports would not come about without countcrtrade deals. Furthermore, !~~ establish~ 
mcnt of trade information systems about import demand and export supply capab1httcs at rela­
ti\"ely disaggregated product lc\"cls in the developing and the socialist. countries could be a means 
to stimulate the expansion of trade between the two groups of countries. 
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112. In_ volume terms, the exports of developing countries grew strongly in 1988 and 1989, 
accentuating a trend that had begun in I 986. The major contributory factor was a quickening in 
the pace of output and investment growth in some developed countries and in the developing 
exporters of manufactures of South and South-East Asia. By contrast, economic activity remained 
depressed in other developing countries. While the exports of the developing economics of South 
and South-East Asia have risen at a fast past since 1985, those of other developing regions have 
done considerably less well. Export earnings have stagnated in Latin America and they have de­
clined sharply in Africa and in the West Asian oil exporters, largely owing to falling export prices. 

113. Despite sustained economic growth and the impetus stemming from the ongoing Uruguay 
Round of multilateral trade negotiations, protectionism in developed market economy countries 
has not abated to any significant extent. Non-tarifT measures due to expire in recent years have 
generally been renewed. Since the launching of the Uruguay Round, a large number of NTMs 
have either been introduced or renewed. Though there has been liberalization of some measures 
in 1989, there docs not yet appear to be any cause for optimism. · 

I 14. Market access for goods has been denied because of alleged "'unfair trade actions· in other 
areas, such as the protection of intellectual property rights, and this has given rise to frictions and 
uncertainty in trade relations between certain developed and developing countries. In this con­
nection, it should be recalled that in the Final Act of UNCTAD VII it was agreed that "observance 
~f multilaterally agreed commitments with respect to trade in goods should not be made condi­
tional on receiving concessions in other areas· (para 105. subpara. 17). 

115. The process of liberalization of trade in a number of developing countries continued in 1989 
within the overall contcx.t of their development objectives. Even countries facing severe debt­
sen:icing difficulties have reversed earlier import restrictions in more recent years, and the trade 
regimes of some of these countries arc now more liberal than before the debt crisis erupted. 

I 16. In the socialist countries of Eastern Europe there has been further decentralization of for­
eign trade management. There has been liberalization of some restrictions, and a new customs 
tarifT - a major innovation - is expected to be introduced in the near future in the USSR. 

117. An important tool for restraining imports in the developed market-economy countries is the 
so-called -voluntary export restraints .. (VE Rs), the incidence of which has dramatically increased 
in the 1980s. Some policy makers regard such arrangements as practical tools, since they can be 
imposed without the use of legislative action, and, in some cases, without direct government i~­
\·ohcmcnt (as, for example, in industry-to-industry agreements). VERs have a tendency to prohf­
crate, since there arc often pressures from other sectors for similar action and the countries to 
which exports arc di,·ertcd as a result of VERs imposed by others arc under pressure to impose 
similar restrictions on these exports. Since VE Rs arc of a bilateral natl.~re and they arc not trans­
parent, they result in the erosion of the multilateral system. The countries most adversely affected 
by VERs arc the weaker trading partners, in particular the developing countries. 

118. Became structural adjustment policies in the developed countries arc not adequate to dis­
~our~gc the demand for protectionism, resort to pr?tectionism .is ~·idesprcad a~d. ~anagcd trade 
1s gaming ground. In order succcssf ully to fight against protecuomst pressures, 1t 1s important for 
Governments to pursue the establishment of national mechanisms to evaluate the impact of 
protectionist measures on the domestic economy as a whole and on the export prospects of de­
veloping countries, as decided in the Final Act of U:\CTAD VI I. Policies in developed countries 
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can also ~o more to fa~ilitat_e ~he mo\'emcnt of resources from mature production sectors where 
~omparat1vc adv~ntagc 1s sh1fu!1g in favour of developing countries towards new opportunities in 
~ndustry and scr\'lccs based on mnovation, skill, flexibility in production and entrepreneurial abil­
ity. 

l 19. As rcg~nls products of export interest to dc-.·cloping countries, where protectionist pressures 
arc stronges_t. m the dc\'_clopcd countries, particular emphasis must be given to improving mark.ct 
acccs~ condmon_s for pnmary and processed commodities and for industrial products in which de­
~·c)op1~g ~ountnc~ ha\·~ a ~urrent or potential comparative advantage. A package of measures 
mclu~ing •f!lp<:m ltberah~at1on and_adjustmcnt in developed countries would be supportive_of the 
ongomg s.hl{~ m dc\'clo_pmg countnes towards a more open and liberal trade regime. It will also 
help dc\'clopmg countries to build export supply capabilities on a stable basis. 

120. Agriculture has remained one of the most distorted markets. In industry, the picture is 
mixed. Besides the restructuring of industries which have had to contract, policies aimed at en­
hancin~ the flexibility of factor markets in meeting the needs of productive sectors are crucial for 
a solution of structural adjustment problems. Some policies to improve the responsiveness of 
labour markets to changed demands for skills have been implemented in developed countries, but 
much more remains to he done. /\ wide variety of measures can help improve labour market per­
formance aml need to be pursued vigorously. 

121. ~fony (iovcrnmcnts in de\'clop<:d countries have, on the other hand, followed forward­
looking strategics with regard to new and promising industrial activities and promoted technolog­
ical research relevant to long-run industrial development. Such subsidization of 
tc:chnology-intcnsh·c industries and industrial research projects has been distinctly selective and 
sectoral in its orientation. It may be noted in this context that selectivity and sectoral focus have 
also been features of the development policies of a number of developing countries which have 
supported resource allocations in line with the perceived evolution of their comparative advan­
tages. The ri<.:h experiences of de\.'cloping countries with efforts to accelerate changes in p~o­
duction structure in the directions deemed desirable deserve closer analysis, as their pohc1cs 
continue to be the target of criticism, usually linked to exhortations to rely primarily on the use 
of macro-economic policies to set the framework for a self-regulation of markets. 

122. There is cause for concern, howc\·er, in technology policies in developed countries which 
pro\'i<le assistance for projects with the aim of regaining competitiveness in production sectors 
where comparative advantage has shifted in fa\'our of developing countries. Such policies render 
it more difficult to exploit f utty the potential for an expansion of trade between the developed and 
the de,·cloping economics. 

123. South-South and South-East trade arc far from living up to their potential. South-So~th 
trade can best be encouraged hy a lifiing of the constraints to gro,,.1h in de\'cloping countncs, 
particularly debt burdens and negati\'c transfers of external resources. As already noted, faster 
growth in developing countries and debt reduction would also result in greater imports fro!ll de­
veloped countries. Greater flows of South-East trade arc necessary. The on-going ~cforms tn !he 
socialist countries of Eastern Europe should, in the tong-run, stimulate larger trade \\1th developing 
countries. But more deliberate policies arc needed to foster and support the gro\\1h of East-South 
trade. 




