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I. OV~P.VJ ::'r: 
1 Despite rj sine concern al•out p·rotectionism, 
inte;netionel tr2ciE continued to be a very bu0y2nt fe2tu:e of 
tht woild economy during the 1~7Os. In the -short span ~f ten 
years the shere of exports (or imports) of goods _enri services 
in DECO GNP rose from about 13 per cent in !970 to about 20 per 

·- · • cEnt in JS'SO: This is a vivid rerrd nder of the extent to which 
~overnments, in dealing wiih their crucial ~9mestic p=oblems of 
inf]Etion 2nd unemployment, have ~ecome !ncre2s:ngly subject tc 
forces ·beyond their indjvidual control. 

2. It is true that about o~e-thjrd of this increased share 
can be attiibuted to the rise in oil prices. But it j_s also 
the case that, .in volume terms, trade in manuf~cturec< products 
continued to ~row nearly . twice as fast as GNP, t~tde in 
agric~lturel products actelerated sliQhtJy despite the slo~er 
growth of GNP: while the value .of trade in services kept pace 
~ith th2t of merchandise trade. 

3. Most prcj~ctions (~orld Bank, Interfutures) su9gest that 
these trends shbulci trcad!y continue 2n~ :th~t trade will 
continue to be z s5gnificantly dynamic factor in the world 
e C O n om y i n t h e -19 8 0 s . I t i S w 1 o e l y Te c O g n: s e d , h O \-;' e Ve !.' , th a t 
the world- tr~ding sjstem is being subjected to ·severe strains, 
and there is co~:ern ·1est these projections should prove too 

•• ' .... . - • .-1 .. ~ • - . ·ht ·h .... h ~ o p L. 1 m .1 s 1. ) . c . .!. n o e e 0 , 1. i I e :re 2 re s om e s 1 g n s 1. 2 1. e gr o w_... , o , 
trade in manufsctu:res relative to GNP h2s teen slowina dc~n. -~- .-~ 

:. - .,: . . --~. -.-:: -.. 4 .• ....;<-, -- _. These strains .. aie. bei.ng , genera.ted. -by .: .- .high; -inf 1-a.tJor:i and . : ... 
~~-~'!~~~S,~~~~~~~~~-:.-:+~~-.. ~ •.::~•,~-t•.,!.,;_i:;~~}~t-=1{1:1,~-~•~ li•Jl:ii,i ~ t~"i-~~~-.;~,;.•~ ..,;_~"t,i::-'\:~n;,~t:f+:·~~.;,,,,~t·''t .. -ia~i,.."•t· •-'-:~~'.:.;.;c~:1~~-~--~-:.~~t1• '";.t-:<1t1.. ·,.;.'*!'A 1": .. .,; •~.•· .. ~.,.~~,.?:,:' 
l'>,_• ·,,-~ _'.-= ,..,..,_ . u•, emp•:r,oy-men"L-: '--' .1. v e .1. \::1 en1.-·· 1.:reno·s-··1 n~ ·p r-o Ju"C :.1. v1.-· -y ·a nw-- ·rea· ~"-''cl ~re·s"!··. i ,-._.,._ •. :;~- "::·-

· w j de swings in terms of trsde and exchange ·rates: rising 
international indebtedness: riqidities in the f2te of 
accelerated structu·ral change ·; - the rap.id i-nternationalisation -.. 
of business ectivities· the arrival of important new actors on 
the world tradi_-ng scene: continuing· prcbl_e_ms in agri.cul.tural ·· 
trade; the growing importance of trade in ser-vices: · concern 
about the security of suppli~s of energy and raw- materials~ and ~ 
the fact that~ nu~ber of thes~ d~vel6pments are lEBding to 
increasing government involvement in t~ade.and trade-related. 
questions. 

5. . The purpose ' of this note is •to try to set out the main 
features of the economic, structural and ihst1tut5onel setting 
in which the world trading system will be operating during the 
19 8 0 s a n d , f r o m th e re , t o 5 ci e n t i f y t he more i mp o rt r·n t t r a d e a n d 
trape::Jelateo --+s~ue-s-t---o--wn~--ctrtney may give rise. Then, 1n the 
1 i _g ht O f th is a n a l y s i s ' a (fn2l s e Ct l On ci: s Cu s s E ~V.a...:r:...1-0 us==~ra~ 
5 n -wnicn7:ne-1:i"rocess of 1nternat1onc.l co..:Operation on trade 
is sue s:...mi g ht- be--i mp -ro·ved,-i-n---u-rd-e-r-t-o--d-e-a-:t""iYett er \I,' l th the 
frictions e~d strains likely to continui in the 198Os. The 
following is a £ummary. 



6. Re~;~tt2bly. ·eccnom~c policy i~ the 1960~ seems Gnly too 
!ikely to continue to be com1n~ted jy the t~5n pTo~le ms cf 
5nflation and unemolovment. A well-f0nct5onjng t~eding ~ystem 
c~n m~k~ a m2jor contr1tutjon to ~astering these prqblems. At 
tne same time. ho~ever, poor gene:al economic performance 
c~e~tes · severe strEins 2nd ciistoTticns in the tr~ding system. 
In p2rt!cul2r 1 h5qh unemployment, concentrated on some rerions . 
~nd socip-economic categories, le2ds to heavy socio-p~litical · 
pressures 'for protect5on. 

7. To restore vioorous and sustainable economic crowth : wlll 
require not · only bri~gi_ng infl2tion ~own to managtaoie levels, 
but also keeping public • expenditure ~5thin the limits people 
2rE prepared to p2y for, achjeving a greeter □ sgree of monet~ry 
stability, ensuring 2.ciequate jncentives to save, invest and 
wo:k, ~nd improving the functioning of capital and labour 
r.,2:.ke-ts. 

S. Trade can be mutually beneficial between countries ~ith 
wiocJy djfferent levels of oro~uctiv1tv End real ~2oes. ~h6t 
~etters js not the level of a country 1 s resl weQES, tut thet 1 

es trensleted through its exchange ~ate: they should le in l J ne 
with its productivity performance. This applies equally to 
jntre-OECD trede, and trsde wjth the so-callee low-wege 
countries. If trading pro~lems ~re . to be avoi~e~, _economic 
po.1.icy in c □ -Lfntries losing com;::ieti. t:ve st:rength rwst te 
d5rscted to brin □ ino - the oro~th of re2l weoes back into line 
~ith productivit; tiends 1 -themselves hopef~lly improving ·, and 
in the more successful c6untriei to absorb i ng the major part of 

__ _ _t_he benefits . of 1:_h!=JI. ·g_P,_pd _.p,J;:o_q,u~.t:L.v;t.ty _ p~_rf_o~maQce._ a_:t_.; ,.Jiome:. ,.-,..;;=~-;~;:. ·; . . :;;;: 
~~"1~~t~-_.~;~~ Tri-.. ~f!>;;~lli-tie¥,a-J.a~:a~i.0'ti.t:ijgralsma-kE'Ji;a~~mk.tfit~~ntV.£fir-it:'j_· 'i'Bil1:~:r-o:rv?•i-1rf'trfrfti~-;f~~•"'-r:~ 
itli::'~.,,,,:·'!;;_rr~~·:~",;~~- ... ·•:4.,1:' y - . • '; . •• •. • . . . . ~- . ' - ' ~ . 

· ·· ; :c2ses. Evir:lently, the aim is not for the effic:i.ent countries to 
lower their pro~uctiv5ty~ but for the less ifficient ones to 
improve theirs. · 

9. Changes in the internetion6l monetary system have had 
majcr implic6tions for the world tracing system. It has become 
easier to finance trade and current account deficits . . But 

£'e,,· there is a questj.on \.l!hether existing 5nstitutional arr_angement"s 
~- ·l for deeling ·with finance ·and trade, both domestically · and 

I\#.{; inteLnationally, are not too compartr,,c>ntali sed to allow · 
fYP_~i ~- sufficient C0!7_Si_deration of the two way relationships, both 

(\' /:/' .· ~ositi~e. and n~gati-ve, betwEen increased tnide and rising 
-, J nterna t1 o nal . 1 ndebt edness. 

10. Difficultiei have been ~reatec for those responsible for 
trade and industrial policy by . the way in which the present 
srrsngement~ for exchange rates have been working over the lest 
few years. There is E question whether enouch attention hes 
been· paid to thi~ in the forrnu1stion of moneiary and exchange 
rate policies. There is a more substantive and controversial 
·q·uestion of whether i nternationaJ. co-operation couJ d be 
strengthened so as to avoid unduly rigid or overly flexible 
exch~nge r&tes. · 



l 2 . Un c E :-- c:, :-. C 5. t i u r, s c-. f ti.:: ~ t1 i n fl c.t:. on ~· r. C u n em pl c-y ri;e r, t .. 
~n·.~--~ ;- - s~- ... ... __ •e~, .. , .~~ - · ~ c-- ""o· tr ,..r' c - · ~s+r.-..:..-tn- - "'0_ ... :- __ :~ :: .:_ :. ·::: L_1 ,,;_,1.~L ... o,_1 ~o .. ,1,p..:. y c~•--L.: .. 1.0 .. ~.i. ''=: cxf' .;.~ 
1n~en~1ves. , ~~:e ar~ . questJons cin t~e 2:tu2l ·tr~ci~-d5stcrting 

· effects cf su:h policiEs: en the sco⇒ e for further improvement 
in the arrangement on export cred5ts: and on the subsidisation 
of exports of i.nvestment goods tc potentjal competitors. 

···12. Slower· economic aro~.' th has .increase □ the pain 5.nvolved 
3. n acju~ting to structural change . but hos no:t reducec the neec 
for it. Key factors in the 1980s will be fuTther a~justment to 
higher e:nergy prices, to techriologica~ b:r- eakthrou~hs .5.n a:r~c:.s · 
such as micro-electronics and information processing, and 
growing ·competition from - and markets in - developing 
countries. 

13. ·. Positive 2rijustmenf poJic5.es ·· can ·heJp to faciljtate 
structural change. There . is a question as to how th5s work 

·should be continuEd in the DECO after the expiry of the mandate 
of the Speci6l Group on Positive Adjustment Policies, and 
~hether more stt~ntio~ should be paid to the possible trade 
tiisto:ting ~ffects of such poiicies. 

l4. On qovernment supoort for decl5nino industries, 
o~estions arise concern1nQ non-tred1tional trade restraints: ' _, 
ciora~s~ic, industrial, ._ regional snd menpower policies; and 
g:-e:E:te.r tr2h spE:re:"lcy. As :regards suppo:rt for p:r-om5s5-np 
2ctiv5ties, quest i ons a:5se concerning the consequences of 
differences between Member countr i es in the rate of 
jntroduction of new tichnologies, and the epplication 6f 

- . ,· · -.. · .- .... c ri t e.r1a , f o.r _. potentJ.ally.-; tra.de;....di:st o;rt5. nq ... ,i..a.t.e;:ve.ntior:is_..,in . . t:h.is . . .. "'°~.-~., 
it~'·f1~"'!.~-~-~1t'i.i:~~rii!t~e>~-:re",<:: .. i,.;s-B~:(s~~m~~-'.ifl\~¥t,-"g•e'f1i¥a·'f?~&?stI'·B ns=,.·•,c"o'~Fe·T 2ir--Pi'r"":",. ·: · -,. ·'< · • ·-:-•,.,,.'..,, 

rjomestic subsidies, r el2ted to the GATT Cooe on subsicies and 
countervailing duties, and the pos~ible role of further work at 
the international level in this area. 

15. In· ·the ·are2 of e·xport ·controls~ the issu'e ;js_ essentially 
that at the relationshi.p between the security of _ ~upplies and 
access to markets. As re·gards environment control the question 
is whether th~re is a n~ed for furtheI action on tr~de-related 
5.ssues. · 

. . - . - . . . . . . 

. The intern at i o n a 1 is· at i on of business act iv i tie s ·. .. 

16. The internation&lisation of busineis ait5vities, as 
~pitomised by the growth of muitinational enterprises ano 
intern2tibnal banking, is ·l~kely to continue in the :1980s, 
although possibly at a slower pace. Th5s has been beneficial in 
facilit2tino ·~rowino specialisat i o~ between end with5n 
countr5~s, In3ustri~s and comp~nies, ~nd .· 5n chanhelling capjtal 
and know-how to where it can be bEst used. But it has elso 
provic:ied new '.opportunities · for companies and governments to try 
t o c 2 pt u re t he s e be n e f i t s f o r t hems e J. v e s . by i n f 1 u e n c j n g i n 
their f~vour thejr ·rnerket • shaies and the direction and . pattern 
of intern2tional investment. · · 



- .,, -

l 7 .. . On -=r~~:~•:,,a ~u- i n~cc ~~~c-L' i~=s r.~=-s.:..li~n_c ~----~Se I_.._~..,_- •vl.- ,._ ,_ ::,_ ._,_._. L..t.i. .... J'°-~· ~ . -- -- -

concernjng m~=k~t-sharing, expo~t ca:teis, · m~rgers, the ro l e cf 
' : • ·- , .:. - - -1- - · .:. - • · - 1 •· · •. ·· , .. . -- ~ ~ o ~ • .:. ! .,_ - • - • 1- · · s - n c.:· 1•;1-; c. s .. ex L. .. c: - .. er .. :. ... c.:..:. c:... c:. pp ... ,j ._ o .. .:. ..., n 1 . c n (. J - L .. u·? L. , .., , c · 1 

more -generc:lly 1 "''hether, despite ·.cii ffe:dng nati.onal appro~ches, 
5.nte:nationa.l co-operc:tion on restrictj ve tusiness pr2c:ices 
could and should be stren~thened. On investment. questions 
2:ise particularly on inv~stment 5ncentjves an~ disincentjves 
(includi~g performance require~en~s): 2nd the possib5lity of 
developing consu l tation procedur~s and criteria to help 

· · ·. reconcil"e ·conflicting national interests in this area.-. 

Trede with thir~ countries 

18. Reversing the earl5er post-war trend, trede with third 
countries has been .the most _d~i.c element in DECO trar!e sjnce 
1973. Jhis shoulci . continue in the 1980s, . 1-15th third countries 
poss i b 1 y account i n g :for •Up t o · one ha l f of the i n c rec: s e · in OE CD 
exports. Thjs will have a major influente on the nature of , the 
trade · problems encountered 1 since tr,ese countries have 
different economic structu:res 2nd institutions, often r.·ith a 
g:re.;ter Cegree cf government involvement, r,2ve not t.,een g,ently 
inv olved in operatinQ the post-~ar tred5ng system 1 and are 
often subject to significerit domestic 2nd Qeooolitic8l 
pressures. 

19. · On the non-o.ll developj_nq .. countries, there ;re questions 
C D n C Sr n i n g.: . th _e r O 1 e G f t h e .. G 1-i I I S 8 T· e g U a TC" C l 2 U S e i n" S m D D t hi n S 
e~~ustfu~nt d~fficultiis in the industrial countries· the r3.aht 
mi; cf polici.es for ··successful export-o:riented growth: ,rnd ·· 
possible approaches to trying to progressively integrate the 
more &dvanced - developino · countries into the world tradinc : 

•.,. _ .. . ;;,,._;: . . · .. -~,.. · . . -~s- .s± em _· .w..hile ·pro-vi.dino:lmore:~:_fa.~.ou.i.a b1~;0:::txe,atme.nt-~.o~i,;t.'·h.e:-{~;~.$;!~~\,..•,ii;:-~;.J-.;. a.~~~k"'-~~~.,, ... · t:~oirr~~-~{~•t:'\ '1_;a.\J·"~~,;,..;:;;;,..:U; .. ~T, .. ~~~,,-~ ..,.:~_ .... ),~-~!: r:4~,~ "'-:-~-:.,·~~,.-"•·/:.c--;..._lt:!'(':'-4 -... :.4-r . ~"!'l: .... .;1·· . t:~-.--~. ·..::..!.r:t•" -~~-'"- ,.,,,.,;,-~~ .... d~~,-~-~- --~~~-~-- .... :,,,;-,-,~...,~~:-:~,,"'_ -:,:: - OTEJ."'CutlnL,;rres·~- -·-:· 11ere · a·re a so·ques1:ions re a 1ng o· mixe · 
·cTed5ts and aid tying. 

. J . 

-. 20. . 6n t~e oil~exp6rti~□ - d~~elooinci countries, trade-related 
questions arise because of the dU&l nature of their -economies, , 
the temptation for ·them to keep dpmestic ene~gy prices below 
world . levels, and for oil-scarce ~onsuming countrjes to entet 
jnto trade-distorting bilateral- deals. 

21. Trade ·with the :centiall~~planned economj.es is · 
essentially . b.ilater~l and lar_gel_y outside ·GATT, or any. · 

-inter·natio·naLly -·agreed rules: . Questions ·a·rise as tn whether a 
·more ioncerted approach would.be desirable; and what might be 
done ·ir. areas .~uch ·as countertrade, pricing policies and exoort 
credjts. 

S~ct~rel trade problems outsirle manufacturiria 

22. · For_.historic2.l :reasons an impor·tant pert of agricultu:ral 
tra6~ I~ma5neci outside normal ~ATT- rulest which have als6 proved 
tq · heve limited relevance to trade in other primaTy commod5t5es. 
The rapid expansion of trarle in services is raising new 
problems. ··._.- . •· ·· -· .. ·· · · . · 

. . . .. . .. - . . - . 
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, ' . .:.·~ ·_ .:.- .:. _: - - =- ... 

2 3 . C1 ri 2 o : .i ::- L.: 2 t u :- e , t r, e: :. e 2 re ~ u e $ t : c r? :i on : r ! c, 1- · to tie c : \t ::. : h 
~a~ket t.:..s~urj2n=es· ~o~~r2te tne tr5~E-d5~t □Tt!ng effec~s of 
sc ~icuJturtl ooli:ies in both dc~est!c Bnt th5r~ ~5Tkets : TEduce 
ti~~e b~rrier~: and 1·econcile the o~j~ctive of food secur 5t y · 
\·.- .:..t~i thE: ~xpansion of jn.ternation2l trade . . For fishe:;-ies there 
2re serious problems for production and trade related to the 
2Copt5c~ of exclusive 200-mile coast2l fishing zones. · Fnr 
orim2ry con1mod:ties there are que·stions concerning~ ·secur~ty of 
suppli~s· edequacy of investffient; stockpil5ng: export earn~ngs! 

· · s t a b i .i i s a t ·i on s c he me s f o r ci e v e l op 5. n g · c o u n t r i es · and iii, p :r c, vi n g 
market .structures and acceis to markets, not~bly for 
sern1-processed 2nd processed products. 

24. · Services have been the fastest growing sector of 
domestic economies, 2nd worlc tra.de in seTvices has risen · t·o .·. 
c:round $600 bjllion, equivalent to one-thiTd of trade in . ·: .
me r c ha n d is e . Pro bl e rn s a :r i s e b e c c1 us e o f : t h e hi g h l y :re g u l ate d · · 
nature of many service jndustries 1 ~nd beceuse competition in 
services depends often o~ . freedom for direct investment, the 

· :::- .i o ht · o f e .st 2. bl i s rime n t. · 8 n c th::- r i o ht t o e ri a 2 o E i n Teo u 1 6 t e d -· .. - -· -· 
activities. There are questions on: what may be valid 
non-econ om j c . re: 2. s C' n s ·for reg u l 2 t j on : ' ho i=, far the pr 5. nc i p 1 es · 
apclied to ·merch2ndise · trade aTe 2oolicable: and what . 
ep~roaches should be ed8pted tu fo~~er gre2ter jnte~n2tional 
co-operation in this are~. 

~ . ~ -
The ·process of j nte!'r,2ti6n2l co:..operation cin tr.a.de issues 

. . 

25. ihe str2ins arising f:orn the current econ □ ffiic 
difficulties, .the appearance of :new problems, and the Drawing 
direct involvement of governments in foreign trade, -call for 

_. ., .. ; .·,:· .. , :.,) .mp;_pv~~.en:t~ )0 -- tti~ . __ prot;ess ... t;iL t~-?de .. .co:-Q,Pe_r::Et~o_n.{ .. :~ -:1J'l__~-<~ ~--• :-.. . ._. ; __ _ 
R'l=}t-~f.z1)-;;;c"~i:ti':re:£~~rfi ... ~~rri~~~:n-:.-¥ett-~rm•iff &\fim~-n.fs::.-¥.i•i?g'fi'f:·1:le(·:,;,s;i:.l9i1t'~i:fieu(ad,::··~t;:i~;r'1t-.." 0

· ·•:·:: •• •~-~..r~ 
- The need to broaden the cover2oe of international 

. trade co-operat1on, to inclucie a wider reng~ of ~ornestic
··· 1?_9licies .having .an .. effect on infernational compet1t1orr;-' 

since flle7Tftlltiplic&tion ·of oove:rnment ·interventions 2t .. 
the micro _- -economic · level coul-d · graducilly underm.i ne -the 
be n e fit s of t t-1 e open · t r,a di n g s y st em. · .. _: · .:· :.. . · 

- The n~ed t .o cons.i de _!' .~tra.de J?r:~.blems and .policy 
responses in _their .bro2.der economic poljcy · co·ntext.- · r.t 
is ~mportant _to h~ve .around the table, with-an appro- · . 
p_riate \l.·eigh·t, ·a.11 the r.:ajor •jnterests··Jnvolved, 
incl,_udi-ng those responsible for .macro-e-conomic -policy_, 

-s.o_tnst br·oacly based compromises can be found, which 
m 2 y 5 nc l u d e 1 mp o rt-ant no n=-'t r a c e f e a t u re s . A~e y q u e s..: 
tion is whether it -,,.,ould be pcssibl _e to ·mobilise ·more _: 
e f f e c t i v e 1 y " c o u n t e ·r v 2 i 1 i n g po y,• e r s 11 

, s o a s t o b et t e r 
resist trade and ·other measuTe-s which- have lono-term 

· 2dverse effects on inflation anrl consumers' c·hoic:;'-e. 
. . 

:- . T h e n e e d .t o 2 d j u s t t o the ~ r o w i. no n um b e r o f i mp c:-T t a n t 
·participants in jnternational trade. This implies 
developing oifferent approaches towa~ds ·-differ~nt groups 
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C:f r,=·~~ :~1 :; ·c-J"~. 2nd : t:cc s ! no t:--,e ·C.~;,:ro~:-:c.t=· 7°0IL:~ : c: 
discus.s5 n: the relevant issues. ·. P. delicc.te b2l2nce 
nee~s to be struck bet~een limited croups . permitting 
gre2ter eff5ciency and repre~en\ati;n of countri~s 2ess 
directly involved so as to ~void_ trsde problems being 
"solved" at" some_body else's expense. 

26. T~ese cener2l considerations have implications for . the 
- !7! e C h c n i s m s u s e d i n i n t e r n ct i D n a 1 t r 2. d e . C o -· op e r a t i on . 1 r a G E: 

rules and bJ ndina r:or:,r.,itrr:ents have a centrol role and ·t.r1ere 2re 
certein ~reas where this 2pproach might ~e · exten~ed. lh many 
trade-related areas, however, where precision is. ·c,iff icult to 
achieve and flexibility is .needed, . non-bindino o~idelines (cir 
codes) have proved useful, provided they are based on a 
political ~ommitment. The ·consultation an~ the dispute 
settlement procedur~s .have been :improved in ·the MTNs . . However, 
the new procedures ere · in the i r infancy and may tend to remain 

I some what narro,dy focussed. Improvt-filents ·could be sought by . 
trying :. to have con·sultations on major maj'ke_t imbal2nces prior 
to actual trade disputes , by lettin~ representatives of 
"countervailing po'l',er" have a greater role in ini t :, ating 
multilater2l consult2tions, an~ by organising sucn 
COf1sul t-2tions so -- &s to cover·· a wider range o_f re) ev2nt 
quEstions and possible s~lutions. 

27. ~fhe~e considiration~ may r~ise questions concerning 
possible. edap t at i ons . or improvements in the present 
jnstjtutionBl 2rr2ngements dialing with trade co-o per 2tion : but 
these Ere not. dis cuss~d in this note .. 

9 
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Inflation , c:nc unemployment . . . · · . · -

28. Success · ~r fa5.lure jn ·.rnasferi~g the twin p·roblems of. 
hi g h i n fl a t i o n and ·r i s i _n g · u _n em p 1 _o y me n t w i 1 J. : c l ea r 1 y be the mo st _- , 
important single factor in the evolution of the world trading 
s y stem i n the 19 8 0 s . A we 11- function i n g t 1· a di n g system can make . -
a major contribution in this respect. Fci"±eign c-ompetifio·n is ·· a.· -· 
powerfu~ _force r8str~ining inflatj~n~ry price-setting .and . ~age- : . 

. bargainiri_g b~h-avi_our. ·. p.roduct"ivity gains resulting from .lnter
~ational specialisation help to narrow the infl~tionary gap .' -
between,· l _i _m~_ted_ ·!es·ou _rce? and demanqs for . hig~er real i.ncomes. · .. · · 

: . ·; . . ~ ! . : ~ ~ : ". . . . : . ; : . . . i_ •• • . . .. : • : .• ·• • 

2 9 • . : Look e d a t .- the · · o the ;r way a round ; -how e v er , • i t ·i s . e q us 11 y 
clear that poor~general economic performance . cre2tes severe · • 
strains and .distort5ons . in .tradina rel8tions. International 
t r a de . i s a p O s i t i Ve . s u rn' g a in e. fr D m - w hi Ch a 11 . C an g ~ i n s O 1 0 n g a s . 
the basic macro-economic price signals - includin~ the exchange 
rate .-- are right, and economies.are sufficiently flexible _.at 
the micro-economic level. But ~ith high and uncertain levels 
of _infl2tion the · sign2ls ce,n easily go- wrong, so that th·e· . . 
b·enefits -: and costs _of tradf: -.become .very unevenly distributed 
both betw~en and within -countries . .. Thi · combination of hiah 
infiation with hl°gh ·une.mployment makes -th"ings _ ev2n :w~rse · .--
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30. Setween 1973 an~ 1981, OECD unemployment increased f:om 
9 to 25 million. Under-employment and cisguiseo unemployment 
heve elso incre2sed sharply. These increases ha·ve been 
strongly toncentrated on regions and locelities heavily 
depending on declining industries, as well 2s on certsin 

--·sccio-economic ~cctegories (young people, ~omen; mino:-ity 
g_::oups, etc.). · -

31. The relative - and often 2bsolute - contraction cf 
employment in tradeable goods, and notably manufscturinQ 1 has · 
been due to a ver~ety of developm~nts such as weak domestic . 
der.iand, shifts in the pattern of demand, technological_ changes, 
etc~ But foreign competitio~ in domestic and third markets has 
often appeared 2s the most visible an~ most immediate cause of 
employm~nt difficult~es in ~eclin5ng 5n~ustries. This is why 
jntense -~ocial and political pressures so Gften focuss on 
sectoral. and bilat~ral trade balances. . . 

32. In the face · of sever~ extern2l shoc ks, rnacro-cconomjc 
p c, l :. c y he s · s c· . fa r . b e e n u n c. b 2. e t o c u::: e t he t ¥.' j n p r o b 2. Em s of r: i g h 
inflation end ~nemployment because cf Cistortions and 
rigidities jn the functjo~ing of OECD economies. To restore 

. . vigorous and -sust2in2ble economic· grov-.'th 1 and hence a. ·climate 
in ~hich .international tratie con fully play its benefic5al 
role, ~ill requi!e not 6nly bringing inflation do~n to 
man2ge2ble levels, but else keeping publ!c expenditure within 
the limits people are prepaTed to pay for, achieving a greater 
dE:gree of monetary stability, ensuring adequate incenti_ves to 

_. : •. _ • .,s ave . invest ._and .·woric. ,and im1:;i:rovi.no: t_he.,,.furic.tio.(1i1:10 .. -o.L-c anJta-l'.: ·. · .. ;.-~"':,_. 
c;:,:;_ .. ~.,.~;,,;;_'.f";,."'-....;.,;-~•-.:,_~~,d.·:,.~~,;: . • -.,::,-.•h.:., .ii'-'~~--•-;j,.."'.Jt'~'~-:;--;1,_;:::,,,.::;.,~!"--t;;:t"'·""·~~:;,e,~""~~•'-~-¼""-~•~--:1·,,li.:,-:.-~··~•:-if.-<•"-!:'--!d:.·~-r4Z~!J:';,;'.').:~:-,:..;:-:-:·~ ·:.:.-·~-.,-.,t. .. i;,;.~ 
~~•,,·,-···:....-:--,..;a-n~··£e·uut1l'~""-mar~c:;CS'··~•:'•ro· 1.'c ·1·es··· 'O' · L.·111s ·•enu 1cl . '_OU"LSl e ~11e , . . .. .... · 

scope of this paper. The following paragraphs concentrate . on . 
some specific aspects of m~cro-economic and micro-~conomic 
policies which are particulerly relev2nt to the· good 
functioning of the wofld trading system(]). 

Productivitv End real waaes· .. · 

33. · -It is a basic tenet of the case foi an open trading 
system that trade. bet~een countries · with different levels of· ' 
re 2 l i n c om e an d p :r o du c t i vi t y c an b e mu t u a 11 y b e n e f i:c i a] , as 
2mply de:monstated over the last · th5.:tty" years~. · What matters 
from the trade point ~f view is not the level of a country's 
:real wages, but that, as transl~ted through 3ts Exchange rate, 
they should be ··in line with its productivity performance. This 
applies equally to trade between DECO count~ies · anci t±ade · w5th 
the newly-industrialising and so-called low wage developihg 
countries. 

(1) So~e of these issues &re d5scussed ~t greater length : i~~ 
Tr~de Policies in 2 ~&cro-Econom3~ Settihg, C(~l)~3 . .. . 
(1st Revision). 
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ten~ency for real incomes to Jaa behind or tun oo far ah~~d cf 
productivity 9eins. In the ·.1atfer cese~ . particul2rly 5f public 
exp~nditure is also inc=eas3ng strohgJy, · profits ~re squeezed, 
i r; v e s t me n t j n n e I-' p r o ci u c t s , p r· o c e s s e s 2· n d rn a r k e t s f a 11 s , a n d a 
c um u l a t i v e · d e t e r i o r a t i o n . i n c om p e t .i t 5 v e s t re n g t h ,rr, 2 y s e t 5. n . 
Trade restTictions will only make matters ~orse by blunting the 
comoetiti~e forces makina for needed chances in industrial 

... - structures 1 .-. re2l incomes: exch2nge :-ates, ~etc. 

35. A· rr:ajor question is v:hether enouoh ·· attent5on is gJven to 
the role of general economic policies · i~ deeling _with t:ad~~g 
problems which arise in this way. Significant ~ifferen~es .ih 
productivity performance .between countries ere bound to 
contjnue, reflecting ciiff~rences _in their levels of __ . . 
development, econorn~c -~ircumstances, the . speed wj_th which they 

·2re eble to adapt to · changing condition~, varying ·preferences 
cs betl'!eE:n "'·ork. leisure, social progress, ·. etc. If .traci5ng . 
proble~~ are to be avoided; economic policy in countries losihg 
colilpetitive strength must be _djrected to bringing the g:ror,th of 
real wages back into line ~ith prociuctiv5ty trends, and in the 
more sµccessful countr5es to sbsorbing the mejo: p2rt of the 
benefits of their good produttivity performeoce _at home. Treje 
lib!ralisaticn can make _an important cont1ioutioG in both 
cases. Evidently, the . aim is not for the efficient countries 
to lower their productJ vity, but .ror the less efficient ones to 
improve theirs. 

Chances in the international monetary system · 

37 . . The --. ve~y .ia6id . giow{h of Jnternational financial 
markets, -together _with ., the ~mergence of some OPEC .countries as _ . 
structural surplus countr~es, h~s made •it both easier.and more . 
necessary .to financ~ trade . and c~rre~t.account deficits .by _~ 
foreign borrowing. As a result, cases of DECO countries _ 
imposing trade restrictions to protect the balance of _payments· , 
under Article XII .of_ the ~ATT have become--increasingly rare, 

.whil~ con~ern ab_out t!°)e err;plcym~~t -·effects-of -;foreign - _--:. : - . _ . - . 
competition has shifted.attention to Article· XVI and various · · . 
s·af~gua re_ mec~anisms ~:. . . . . · - . _: :. ·_ . . ..- ~· · ·· ;. -: .· .- · ·: . ·· 

_3,s. ··~-· ::·;he extremely ' rapid :, gro~th '· of inter~ationa 'i i~d-ebtedness . 
has, · however, . had other important implic8tioris; - While it has -
greatl~ facilitated .the · r~pid industr5~liiation of new _ 
competit6rs on · world -~arkets, .it has also ~meE~t - th2t the . -
viability . of . the vast n~twork of inter~~ti6nal fin~ncial · ,· 
intermediaries . has be~ome increa~ingly depend~nt on the ability . . 
of these countries to . earn enough f.oreion - exchanae throuoh·· - - • ._ 
exports - mainly 'o'f manufactures .·- to service these -deb_ts. : .. . 
There is a question · as ,to -.. whether existing i .nstitutional- -- : .. -· · .... -
arrangements for dealing with finance an-d trade,: both - domestic .-·,•. 
and international, are not too compartmentalised to allow 
sufficient consideration of the two wav rPl~tinnchin~ hn+h 

ID 
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39. The secon~ m~ior ch;n □ e has been the move tci more 
flexible exchange raies. Du~ing the 1~6Ds, undue Tig5dity of 
exch2nge _rates, particularly in respect of the reserve 
currencies, cre6te~ distortions in trade and industrial 
structures. The move to more flexible exchange. rates helped to 
f .a c i l .:. tat e the· rr: 2 j c r ch 2. n g e s i n the p £ t t e r n of w or l d trade z n d 

. - 11 . .,_h ~· t 'l h k . B .,_ +-h . pcymen'ts ro __ ov,· 1ng L.• e I J. rs •. 01 s. oc . UL. ... , ere 1s 

increasihg concern about some aspects of the ~~y the present 
arrangements for exchange rates have been working over the last 
few years. 

40. One feature has b~en that, at a time of great concein 
about inflation; · those Tesponsible for · anti-inflationary 
poli~ies h~ve · in:rea~ingl~ welcom~d ~he 5rn~act of an 
appreciating currency in reoucing :mport costs and sharpening 
compet5tive pressures on the domestjc price level. Experience 
has indeed sho,.n th2t o strong cuirency c2 r; r,elp to bring down 
5nflation while putting strong pressure on companies to · 
rationalise prociuttjon ·· and move up-market. UnfoTtunately, 
however, the·-downw2rd pressure on ~omestic inflation h2s often 
net proved sufficient to offset the ndverse impact of the 
higher exchange rate on profits ~nd competitivity, thus · 
creating serio0~ problems for those responsible for trade and 
industrial policy. Si~ce these adverse effects genereJly make 
thernsefves felt only piogress!vely, wh 5le the beneficiel _impact 
on inflation is readily apparent, t hey may not always be given 
enough ~~ight ih the fc~mulation of m2.cro-economic policy. 

• • • & • 

. -·· .. - ., ,. -.41,. . .,,,.¥ A .second . .featu.re -- is :that.· there· -have.- .. be-en. ,a . nurnber.+Jf .-:..,;;, · --: . ·· --~-, 
~~.,£e~~~~~~11t~~xaiiri,·1<e'!~1/r~-•f5fcf,ilrt9!?ilfa-¥1tefs';1ft·ert.t1iat·'ffflg-~·t-8~'s11b"-r1:~ti··fm: ·~--~~)'.;:,·,1 .. ~:,; 

developments in interest . rates, current balances, politic2l . 
trends, etc., ·so that exchange rates hc;;ve · moved suffjcie.ntly 
out of line with the underlying competitive strength of the : 
country concerned for su-ffic"ient time -to have •distorting · 
effects on : trade flows~ ·investment decisions ~nd industrial 
structures~ · :· ····. · ::· · ··· - -· · ·' 

42. -~ It ~is ~idely agieed that ~ther~ is no simpl~ ·an~wer to · 
these problem~ ihich, ·· a~ noted, ~an and hav~ 2iisen under both 
more fixed and ·more flexible exchange rate regimes: .. Trade · ,_ . - . · 
restrictions provide . no ansv,e:r. Indeeo ! import ·- res.trictions ·by · 
a country with an ov·er-valued _ currency, or export :restraint by 
a country~ with an- un6e:r:..valued CUITencyl · will only make "things 
worse by reducing the flows of foreign exchange which . would _ 
other~ise help to restore ~o~e aporop~iate exchange iates. Nor 
is it simply a matter of ~skihg those responsible foi mcinetary 
and exchange iate policy to take more ~ction to stabilise ' 
e x ch-an g e r a t es , s 5 n c e such act i on may we 11 :run c 0-u n t e r : t o other . 
key objictives of domestic poli~y - espec5ally as action to 
rEsist cuTren6y appreciation normally hes jnflationar~ · 
consequences, and to resjst -depreciation, deflationary 
consequences. · ·· :. · · · · · · · · ~-
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~3. : An !s~Q?~2~: q~~stion nevert ~~less ar~ses E~ to ~h~thtr 
e no ugh a t ~ en t i on i s p 2 i d , e j_ the r 2 t the·. n at i-o n = l w ~ 
internation~J lEveJ 1 to trace and i~dustriel policy issues in 
the formulation of monetary enci ex~han~e rats policies, · or of 
questions ·concernino exchanoe retcs in the fcrmul6tjon of trEde 
.and industiial poli~ies. B~yond this, there is the more 
substantive and controversial question of whether international 
co-ooeratibn could be strenothened so es to avoid undulv rioid 

.. ·or o~erly flexible exchange-rates, snd thus ease ths pr~ble~s 
fo:r trade an·d industr5 el poJ.icy when exchange: rates ·get :out of 
line with trends in underlying competit!v~ itrength. 

Export incentives 

44. At a time when governments feel constrained in 
:_stifuulatino domestjc demand beceuse of fear of rekindling 

inflation,-but are a~ _{he same time acutely ~orried about high 
and rising unemployment, there 5s a stron9 tsrnptation to 
promoti -exports · by any mEans av2il2ble. · 

Ciuestions(2) 

i) 

ii) 

iii) 

How ·muc-h .concern 5s th::::re that 2 w:de- . r2noe· of clomestic 
p o l i c i e s m a y i n c :re as : n g 1 y b e i mp 1 e me n t e d. i n r: 2. y s y: hi ch 
deliberately favour ·exports over domestic s2les? 

AS TE gar d S m O re Sp ~ C i q . C me a SU :r· e S t O p !' 0 fil D 't e e X p D !' t S : 

- should more ·consideration be given to other ways ·of : 
encouraging exports which may distort competition, · :- . .. 
e.g. through providing insu~ance ageinst exchange rate 

· changes ·:and ·inflat_ion? . • · ,~ · - · ·· • ::· 
. . . . 

rs · there ·a -•risk that cheap .- and abunriant credits for .: ._ · · · 
exports · of inv~stment·goods to new centres of production · : 
in third · countries .·could lead ·to worldwide excess _.: · ·· 
capacity-·in industries facing staonant demand and . · . · · 
E/ v e n t u a 11 y -' p r o v o k e tr a de . c on f 1 i ct s? · I f t h i s i s ·. -· · 
considered · as s :serious problem, would it be -desir6ble 
to do more to ristrict competitive Pxport promotion in 
sensitive sectors, or would this tend to ·6=cent~ate 
existing .tendencies to market-sharing ancl certelisation? 

Other questionsi relating to export subsidies in 
2gricul tu-r.e:, mixed .credits and c:xpo:rt incentives in ·· 
East-West trade, are also dealt ·with in other parts of · .. 
this note. · 
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~ 5 . S l owe r g r o wt h h 2 s not de c :!' e :2 s: ci t h 2 need for F. d just mt n t 
to structural change: indeed 1 dev~loprnents such es higher 
snergy prices, rapid development of ne~ technclogies in areas 
such es mjcro-electronics &nd inform~tion processing, and 
growing compEtition from - and markets in - developing _ 
countries h2ve increas~d it. At the same time, slow growth end 

.. · r, _3 g h u n s rn pl o y me n t h c: v e m?. de a d j u s t me n t . mo re di f f i c u l t a n d · 
· soci8lly pa5nful. ~uch changE hes nEv2rthel~ss taken pJace in 

inciustrial structur~s ; for exa~ple i DECO employment 5n textiles 
end clothing fell by 17 per c ent in the 1970s ,· while employment 
in services rose by 25 per cent. 

46. Confronted with the accentuated problems of structural 
adjustment~ industrial, regional and manpower policies have 
been increasingly directed to e8sing the strains on industries 
feeing severe adjustment d5fficultie~ snd try ~ng to Encour~ge 
the d~velopm~nt of promisi~g activities. Since the rnEasures 
taken were often complemented by - or a substitute for - trade 
meesures, a key feature of the 1970s whjch is ljkcly to 
continue into t he 1980s. is that the d5viding line between trade 
policies 2nc -_r.1ost ot he::- economic polic i es hc:s ·become 
increas i ngly bluried. 

47. The consequence hes been a l oss of transparency, i.e., 
it has become increzsingiy difficult for the government 
concer~ed, er i ts tredi·ng pe r tners, to 2ppreci2te - l~t alone 
quantify - thE costs 2nd benefits of its actions to r~tsrd or 
accelerate structur2 l change for workeTs, consumers and 
taxpayers. The Special Group on Positive Adjustment Policies 

. . . h_a-? just complete.d . . an. important,··s.t .u_dy ,,qn ._:. tl]e _ t_echniques. use.¢ .. ,.... . · .. .. :. 
:..-;),~f!Jt"f,§4..~s:r.if£--s-pch.,;.:a·'tiB:liy g~:s"'.1~~1f*,:.fiot·s'fl~n;~mlttf ~inse?t¥s¾:,,t ·o:,,\whEl"'°f ?Tuifttier- '11:-:-:1~-;· -~:- . :··\ ··~-;~;t-: ti 
'.' , .. .., . s 'teps . shCJUld be taken to build on this work to . improve . . . 

transparency at the national and/or international l evel, and ·to 
permit more systematic reporting end monitoring of government 
measures affecti~g industry and trade. 

48. A ;~c;nd ~uestion arisjng in this cohtext .is whether more 
systematic monitoring of tr~~ds and likely future shifts in 
industrial structures can assist .in detecting where trade -

_problems are likelx 'to .arise. Some are dubious because of the 
c om pl ex it y and u n c er t a i n t y of such :pro j e ct ions , an c:! the r i s k t.h at 
this approach could ~ncourage 2tt~mpts to -share out market. 
Others feel that they could be .helpful, and that more resources 
should b8 devoted to thi·s kind of ~erk at the international level. 

49. It is important to note that thE distinction ·between 
· 

11 declining 11 and "promising" activities is somewhat artificial. 
h'ithin a "declining" sector or brancr, of industry it .is possible 
to find high l y dynamic sepments - and prospErous entErprises -
and the -reverse is true for "promising" sectors and branches. 
Moreover, the -~ynamic efficts of· mejor tschnological a~vances ~re · 
not confined to the jndustries generating them, but C8n spread 
bver a w~de range of activities jn -Which they ·find product1ve and 
efficiency-improving applic8tions. 
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50. As set out · jn Th~ Cese for Pos5tiv2 At~wstment ?oliciEs 
(OECD 1 1979), the n~ed for fl~xioility in the economy is 
essentially r8lated to the ccntrib~t5cn thet · s~ch flexibility 
can m·oke to c-omest5c ~conomic welfare. 5L!t sffective positivi: 
adjustment policies can, over time, make a major contribution to 
dcslipg with trad~ pro ~lems. 

51. The m2jor ffatures of the orientations for .posjtive 
aojustment poj icics cdopted by DECO Ministers . jn 19:78 ere:-

As regards industrial policy: 

- assistance to ~pecific industries or companies should be 
. ·strictly t ·e mporary: . .. 

- such assistance $hould be integrally linked to plans to 
phase out obsolete capacity and re-2stablish financi?lly 
viable snterprisEs: anc 

- the cost of such assistance shoulr. bt made as evident 8S 
possible to dtcision-m2kers and the putljc at la~ge. 

As regards ,labour market polic!; rneasuies ~o support employment 
shou]d not have the-~ff~ct of ocking l2bo~r ·1 nto ·declining • 
sectors. Aoriculturel poljcits should be desiqned to achieve 
their sotial, economic &nd ·political obj ectjv~s ~t minimum cost 
to the consumer snd taxp2yer. Reo 5onsl policies shoul~ 
concentrate on general measures to dsv£1op viable in~ustries, : 
through .pro vi ding j nfrastructure and financial ·· and fj seal 

: .. _ incentives, rather than simply bailing out enterprises in . . 
~f,;~:--~~~~i,i,J:-~;f..-m.ari:i:i~~~'.OS,-fr.f~:cu,ltj;~~~.{--:\.~~7~~~-~t{:'t.:~:~,~.: '.J;;~; :_-·.l~-.,:~-;;~"i•-~~,._;1;,.tJ.#¼V·:;;._."f~":.;l~ .. ~"~ 
~1':•: -• .~~ !W1i.~:~~·-~ -~~.;..·_:."'flt:-"'"·:1.~ ~-.,., . « :· - •. ,, .... :!Cl-. · .. ..:·• ·~~ ... ~tu~ .. -~~~ -~!'•~ -'"~:~~-~~~·:::-~~~~•~i -8~:~~~ .. -~-~ ~~~-r .. _ ·:;.~·-r-:~~~~~?-~f.'<~-~~-~~ ~:---~.f~::,t;:~. ~ :;,__,- f~ 

52. There is a strong two-way relationship between ·positive 
adjustment policies and m~cro-economic policy. If general 
economic conditions · are favourable, · structural adjustment t?kes 
plece much more easily and smoothly; On the other hand, h~gh 
rates of inflation, high and fluctuating rates of interest, 
inappropriate levels of real wages or Exchange rates - aDd the 
uncertainties created by such coMditions·- greatly complicate_ 
the task .of ·those trying ;to .·adjust -to structural change. They 
also put great pressures on· governments·to ·intetv~ne · s~lEctively 
in the economy to offset some of the effects of, for ex~m~le;· 
hi.gh ,int ere st ·: rates or exchange rates, on -the · weaker sectors and 
companies, in · ways ·which run counter ·to ·the principles 
enunc j ated ·above. . . · . . · ·· .. . 

·53. Questions arise as to ~ow much has been·achieved by the 
2c;option of the Or5Gntations ano the subsequent l''ork of the · 

:Spec.:-al Group on Pos5 tive Adjustment.: whether and in what way 
· thj.s work should be contin~ed : ·whether more attention should be 

pai.d in this work -to the posslble trade ·distorting e·ffr:-cts of 
subsidjcs and other .measures desionod to spe2d-up ·or slow-down 
structu~al. ·change; and how such w;rk might co~tribute to the · 



~::,;}E.ment2t:on in thf. Ghii of thi:: Hrn:E::-;:::nts 
in the ~-\H~s ·. con:erning subsid5t::·S, QOV(;Irim~nt 

Protection and Suooo!t for D2clinino Activities 

54. Action taken to support declining activitiEs hr~ t2ken 
m8ny · forms jncluding quotas, voluntary export rEstndnts, 

lb-

- _ orderly ~ark~tin9 arrangsments, trigg8r prices, tacit acceptance 
·or rr.arket-sh2rin9 arr2ngements, rationalisat5on schemes, 
3.nvEstment incentiv2s, ~m-ployrnent subsidies- 1 sxport subsidies to 
preserve sh~inking markets, etc. · 

Questions 

j) Whet kind of revision, as presently discussed in the 
GATT, of the safeouard clause governing conditions 
and modalities of recourse to protEctive measures 
~ould improve the_ pr~sent situation, oartjcularly es 
regards:. 

- utilisatjon of non-traditional trade measures, such as 
voluntary export restraints end o:dsrly marketing 
artangements, end specific conditJons to which they 
should b~ subject: and avoidance of the ~xtension of 
MFA-type arTangements to · other sectors: 

- international monitoring of measures taken and of their 
modEs of 2pplic2tion. 

ii) What can b2 done to minimise the undesirable 
· · · trade-distorting _consequences_ of. . po.~_i. t;: ~-e !? ·? i .rriec:a,~,:p..~J-·~~· ,;·- -~:-.: '.,.~~t7,"-~ 
•• . ~ .· _ ,· .. : . • •'. -·-· :, __ ~. ·.•.'~:· ~~ , ... ·.:... ::'.; •• ~"":>ci: .. :.,~ .. :-·;',¼•:";.;f,."?,j~7,";'7.0;i•.,/~~i/f{~7ii:~;~irJ'.;~::ir.::}::'::/•.'$,-:1:-~\,,:'.:.S.:-:~·s.~~ 1.~--'Y4•·· '., , ' ·: ' 
~::J?Jt~t-:~:,r~(~;~~fi!:'°'"ffe;.1ipT~g?=:r·emptit'a'ri 1 y "~no n~comp·£·t it i ve i ndus tr i Es and 

' e n t er p r i s e s ; . -·, . . · ·. 

- helping chronically de~iessed rEgions, · where thi~ · 
directly or indirectly _involves support to decli~ing 
industries: · 

- . ·, 

. · - supporting employment ·by -means of temporary cljrect or 
indire~t subsirlies ? (or · tax -. concessions), in particular 

: targeted to special socio:--economic- groups? · . · ..: .:·:: 

.iji) · . In certain C.c;l,ses, where chronic . excEss capacities have 
· led to some form of international·srranoements or 
understandings, such as those in steel and shipbuildingt 
is sufficient pTogress being made to reciuc£ capacity and 
revert . to normal competitive :forces? · , 

iv) How desirable arE special programmes to assist adjustment 
and maintain incomes specifically for trade-related 

·displacement, as compared to other ciuses of 
displac8mEnt? Is thrre a role for reductions in poyroll 
~!3xes or wage subsidies to _ help -companies engage.d jn 
labour-intensive activities? · 
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55. There ere coicJex ouestio~s concerhing the interna£iona1 
cornp2t i bility of netion~l -effort& to . fncourage : prornisjng new 
activitjes and advance~ technolo~ies: In many 2dvanced 
technolo9y areas, Rand D costs are high, and the depressed 
economic env5ronment is placing increasing pressuri on fjrms' 
2t,3 lity _ 2nd willingr1ess to. finance :research. At the seme time, 

· . it is br-oadlv Tecoon.ised that innovatjon has a critical roJe to 
plev in stre~oth~n!no the competitiveness of f ~;ms as well 2s 
c o u n t r i e s ( 3 ) . - \',' hi l e - th e D o V er r, rn e n t h a S a· r o 1 e i n f f n:r. n C i n Q 

lono-term research and te~hnoloaic&l de~eloprnent at the more 
fun~ament2l level, the dividing-line between rundamental an~ 
applied Rand D has proved difficult to define or maint2in in 
the face cf intensifie~ international competition. 

56. While the ~u~port meesures have generally invoived very 
limi ted expend5.tures in broed ter~s, in . some high-technology 
5re~s they · may lead to intsnsified inteinational competiticin . . 
This · can have beneficial effects by expanding the range of 
suppliers (particulzrly in concentr8ted industries), providing a 
stimulus to innovation ~nd ·1ts ciiffusion , ellowing 2 mere even 
internetionel di stributio~ of the gains from technical edvEnce, 
3nd thui ~ore generally enhanc i ng consumers' welfare. In 
pa rt i cu 1 a r , ma j or gains co u 1 ci a cc rue t o a 11 ~ o u n t r.5 es hurt by 
the . ri ·s~ in eriergy prices, fro~ support to technologie~ for . 
u e ~ e l op i n g n e w e n er g y re s o u r c e s · - a n d e n er g y - s a v.i n g de v i-c e s . Mo re 
generall:{, ··d1ile .it ~emciins true that jt is d5 fficult tci 11 pick 
the l':'j nners' 1 in the . technriJ og5 eel race: bro2d supp.art to n~w 
technologi~s improving the general effic i ency of : the economy, 
including _in ··non-tradeables, could make c: major contribution to . 

I lo 

. . ~- . . _ facilit,ate struc_tu:r.al _.adju~tment • . ;_-:. -:: ·. _:· ··:· ... ·. _. ·-.. .... -_ -,.:--. . . . : ..... 
~~ ... •., --~~~~;~~~~~~~t1;:ii'-Y..~~l~~~i5~!"~~~~~. ~~~?.'~.fr~?t~!;:i~~~~~\~~~J-~tt.~~ .. ~f~} -.~~:!~~t~~~\t1&:~~.~-~w.:~:F::~:;{~i~it"-j, •• •.;_'Jr~~ ..... ~~~'\....-&"•'~~~ .... ~ ... ._ . .. ,:~ ... • ••r-,.~,..~ .... •.•1.°' .. -,. ..... , ~ .. ~~~~~ - •.- •· • • •¥"° • . .,r.- •:• • .•. , 11 • . , 

- · : · · .57. ' Such measures can also·~ however, contribute to worldw5de : 
misallocation of resources and distortions ~in production. · They 

-c2n affict trade patterns in high-technology ~roducts, and lead 
to j n t er n a t i o n a 1 tr a de ·fr i ·ct i o n s ·or e s c a 1 a. t i on of g o v e r n rn e n t · 
support, particularly •if the extent of the subsidies available 
to firms in different ,countries .varies _significantly. · When the 
me8sures are aimed at protection of _the _domestic market 

·- e.g. :.through preferential government ;procurement,· .certification 
standards -and NTBs ·- ·and at ·· aggre·ssive ossistance to exports, 
this can substantially penalise ·risk-t.ak.ing -by . unalded b.ut 
often highlt _efficient and .. innovative - .. producers(4·). · 

; ... 

(3) See Technical Chanae and Economic Policy, DECO 1980. 

(4) · S~e, for example, Telecommunications Equipment Industr~ 
· st ·udy, DSTl/IND/81.28:' 
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i) What kinds of tr~de probl~cis ~re li~ely to arise from 
' djfferences jn the Q!O~th of ihnovstive cepacity, 
automated production and technology-intens~ve exports 
between Member countries~ · g5.ven the greater instability 
.1-n market _shares inherent in technc,logy-tased competition? 

- · -ii) Is there 02r.ger that government sup;:;ort mEaSUT-es for 
promising industr1al . activities c~n discour2ge private 
·entreprenE:urs 2nci private r 5 sk cspitcl · in other 
countries, or, conversely, increase pressures for 
government support? May support djrected to the same 
industrial activities -tend to create worldwide over
capacities and structural problems in the future? What 
could be done -to strengthen the process of international 
consultation ·and ·co-operation in this area? Should 
con~ide~etio~ be given to idintifying principles which 

. · _ c o u l d o u i de c o u n t r i es ·in a void i n a t :r c de ri i st o rt ions? 
~ould lt be desirable to strengthen the appropriste 
sections of the relevant GATT codes in this connect1on? 

iii) co·uld rr.anpower authorit5es do more in ass.i.sting the 
development of new industries, notably .in the areas of 
vocational ed~cation and training programmes ~oupled with 
on-the-job training an~ through · progremmes whjch actively 
2ssist labour ~ability? 

Domestic Subsidies 

58. . · The problem of domestic ~ubsidies .cuts across virtually , .. 
_ · ~:, .,_, .. :_. .. --.. ·-~· al 1 . -:the ::,n_r.o.bl.ems· .. ·- di scus.s:..eo: ~n :-;..tb.i.s:~:.r:i:o~t-e_.;:;:..-:~•ltie.::.~t.r.s,d e:~;;p. sp,~..c.-t.s:,.,~C!J:·--.i<-t.-·::~:~i~::,, 
:!.•~.-. ~..-..,:...-~l! - ,; •"""',·· -.• ••¥--, -•_ • .,_~ .,,.f..~':.1-~ ·-•· - - -~ .. ~-·-, 1~4-...:.i.,.• . . • ~ --~ :-? "'- '- ~·.,,-.- •·~ .. ; , .............. ~~·· , .·-..· ·, _ .. ..., ,._ , . . .:,: • •• ,, :--·· · ·• ,· \· •- ·.,. .. • ' ' · . ., , •t ,~ .. .. ..... . . ., ,. 

r:~~- -;,~--,~~;),,=i,tiBmes't:i-t _. \ .-as··'wel1 '~1ts··<expo:rlT. sLftis'fdfes' ·are c'o\1 ered by° the Code· · 
adopted undar the ~TNs on subsidies and countervajling duti~s, 
interpreting the ~elevant -Articles of the -GATT. The relevant 
provisions do ·not prohibit and do not restrict · the use .of such 
subsidies, ·but signatories undertake ·to seek to: avoid causing . 

·serious injury ·to -. ct.her ,signatorie·s:•· inter-est -through such 
· subsidies; _- provide information :on .request; and enter .into · 

consultation (_>id th· the poss5.bili ty of recourse to · the . ·-· . ... 
conciliation :'and :dispute · settlement . procedures i'f needed) with 
the injured party -when so :requested . . Notwith~tanding the . • 

_improvement brought· about · by this·.code, :1.t · seems ·that;· .in 
practice! much depends on ·.·the use made of con~ultation 
procedures and of their outcome. 

Questions 

i) Is the pre.sent_ ~greement ~:- which ·r .elies - mai_nly ·· on 
· consultations, sufficient to bring about p~ogress in 
reducina the undesirable effects of domestic subsidies on 
trade c-ind □- n eco.nomic efficiency? :How could . such . 
progress be enhanced? 

ij) Would it be advisable to undertake further work -on 
domestic subsidies, at international level, with the aim 
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of ~e2ch1ng 8 better u~cie~stanoing on the ~SE of such 
sutsidies and the conditions for their use, and en the 
trade as well as on the domestic effects? · Should a 
.pragmatic approach bt 2dopfed \h5ch would include more 
systematic examination of ·the existing practices? Sy 

- country? By sector? In relation with examination of 
adjustment policies? · 

. .- · . Exoort controls and access to supp] ies 

55. ExpoTt conti61s in the broader sense (quantitaiive 
restrictions, export duties and taxes) may have different 
motivEtions. Besides stretegic considerations ·of a more 
political nature, the : main reason is to -privilege supplies to 
the domestic merket. They may also correspond to other 
objectives such as supporting exp·ort · prices _or securing a 
competitive a·dv8ntage to .the domestic processing industry. _ In 
pract.5.ce, export control .measures have not been widespread: . 
rneasu~es recorded . concern or have concerne~ a few products such 
as foodstuffs, raw materials and metal scraps. More generally, 
the question of access to supplies (or export ljberalization) 
should also be l~oked at as a counterpart of that of access to 
merkets (er import liberaliz2tion) 2nd vice-versa. 

·Questions 

i) Is there presently a fajr ·b~lance between .understandings 
or provisions concerh5ng market access and 8ccess to 
supplies? 

IB 

ii) Should . existing provlsions concerning export controls be . 
" .. ··. ,.. . · .. ... reviewed?.-·'. :'° Should.~Jn .. oa:c.ticu.lar .. a)l -..st.temp.t:ktie=".ma.de"·-t~-~.:1~a~f~~:~.:l',~:• ~;;~Jit~·f?~~i~i~f-1trp•-!~r-j':fe£:i~~;;::ro~;1fasfi1F·t'e"t·t·re"21'tlr·si:.~.rcS~-1:;po·rt··.-c·a}rtrfrs;;,~~nc1 ;.-.. -~.-· · 

guidelines and ptocedures .for the implementation of such 
_meesures~ with . a yiew in particular .. to alleviate the · 

__ p~oblems raised by such measures? · How could a 
· ' .. satisfactory balanc_e be str_uck between internal 
.· · mot{vations and :eiternal · effects .of export controls? 

Environment 
f • ~- . .. 

60 .. · _·· Folio"';trig the preoccupatio·~·-: ;f gove:r.nments in .the ea:r;l_y 
_70s to protect and ,improve the envircnment, .. and the :new 
le~isl2tions atoptep · t~ that effect, g~iding princjples as well 
as notifi~ □ tio~i end consultation pr~~s~ures on subs5.dies .were 
~do~t~d i~ O~~D in 1972 a~d 1974 in crdsr to prevent the 
emer.gE-' ~1ce r,f obstacles to trade or distortion of compet.ition in 
inter~etional trade and investment due to environme~tal policies 
or to deal wjth such problems if .they aroie. · 

Questions 

i) T~ what extent ar~ the preseni arrange~ents operating in a 
~ati sfactory manner _and. is there any need for further 
~ction beypnd the present activities? 



ii-) Is the:-::: 2ny r.1s1< :~h2t the p:-e~ent cycl5 cal and st:ructun:1 
difficult i es 5n the . tiade fisl~ and in particular in sornP 
secto.rs rr.i::iht l~ad to the ·e·n~cti-on of obst~c}es to trace .· 
(such es t;chnic51 ~a:-rjer~) b~ env~ronmental grounds? 

IV. THE INTERNATIONALISATION OF BUSINESS ACTIVITIES 

· 61. Sint~·thE early 1960s, _there has been an accel~rated 
development of interlink~ges bEtween 5nte:-netional trsde, 
production and fin2nce 5n the pr5vate sector. - This highly _ 
complex devElopment was reloted, on the one hand, to the 
activjties of multinational ~nterprises (MNEs)(S), not~bly in 
r8spect of direct i~vestment and horizontal co-operation{6) and~ 
on the other, to the rapid expansion of int~rnational capital 
m~rkets and internati~nal banking(?). 

6 2 • . • P. s fa r as e c o· no mi c e f f i c i ency· i s con c er n e d , th j s de v e-1 op
men t has been on . balance ~ighly bEneficiel to the wo~ld economy. 
Through international sourcjng, sub-contracting· and offshore 
pro c e s s i n g , f i r- rr. s h 2 v E been a t, l e t o mob i J. i s e the product iv e 
potentie~ rif countrie~ ~ith a strong compa~ative advantage. 
Gr:ovdno interr.2t5on2l spEcialis5tion \•;i thir: · incustries -- and · 
companies ha~ peimjtted th2 reaping of large economies of scale 
even in the major industrialised countr5es. Finally, the ·process 
of internationalisation has provided further stimulus . to 
incGst_rial efficiency _through the transfei of tEthnology. 

(5) In 1960~ international productiqn by U.S.-based multi-
. nationals, i.e. the prod~ction ·by _ branches . and _ .. _ . . 

;.:· ,_:f::C•. ;f"--:; :;-·,-~--;;.:'-, .. -..,. -. -.:. -·, su.bs.i-di-ari-es'~-a-b.r.o.a-d: ..r:was~•IOJ.J.gl:ily,'.:,:e.s·ti·m.ate-d{to.•;.~-tJj-i:-,eE~;-~'-:-'i~\~:,.i.~;,:½:., 
~'."~f-~~~';:tt~~iiJ~;:-.. ~~~t'1'fii~f.,~~tit••:cv li'o·e"·1o·f~'·u~s· :· r-~;;pbits· t·: 's\~-'-- t9 ff ;'·•this ---;-at·f',t '1,a·ci .... ..... *~· ~· 

(6) 

incr~esed to four. For · tioth Germany and Japan, the s~me 
r~t1o roie from a smill fr2ction in . 196 □ - t~ about 2.5 by . 
1971. The volume cif -intra-~ompany ·trade passing national 
frontiers has also :_gr~wn rapidly, · reaching some 22 per , 

.cent ·· in ·1966 and 25 ~pet cent 'iri 1970 a·s a share of world 
trade excluding East-West trade. 

0utw2Td direct investment flows of thirteen DECO Member 
countri"Es · have increased from som€· three billion dollars 
in :· 19 61 to more th an · $ 2 2 b 5.11.i on · in 19 7 9 ( see Recent 

·. ·_ I n t er n a t i o n a 1. D 5 :re c t I n v e s t me n t T rend s , 0 EC D 19 81 ) . . 
- -Practically throughout the periodJ direct investment 

outflows in current do~lars have been rising more rapidly 
than DECO GNP, at about the same rate as intQrnBtional 
tr ad e . De sp .i t e · s o rn e s 1 ow down s i n c e 19 7 3 , i n t c r n a t ion a. l 
direct _ investment has remained more buoyant than domestic 

· in ve s tn1ent. · 

(7) tnter~~tion2l issues of bonds have jncreased from 
$680 million 3n· 1964 .to $4~7 . billiori _in 1973 and $20 

· . billion ~n 1980. International . medium ~nd lcing-term bank 
loans have incrca·se'ci from· less than $21°' billion . in 1973 
(first year for wh.ich data. ·were collected) to more than 
.£78 rrii)linn in 1C/Rn 
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b~come incre?sin~ly :omplex. Ase ru~e1 d~rect inv~stmEnts 
sh □ Llh reswlt in an int~nsification of mutuel trade. In pr2ctice, · 
howeve7, wh~n ths pu~pcse cf ~irect investment is to gst bEh5nd 
prot8ctjve barriers, domestic production h2s tended · to replace 
imports. · Another complicating factor h2s been th2t the two-way 
flews related to jnvEstment appiar incre2sinQly in items·other _ 
then the -merchan~jsp account. The exports of many 5ndustrielised 

· · .ccun:r.iGs include c grc-·r':'ing proportion of know-how in forms of 
tec.hnic2l css.istance, consL!-ltcmcy, licensing and franchising, 
etc., ~hErees o~hEr countries export labourt tourism, ~tc. 

64. . .Jhe ·· dyn2mlcs of th~ i .nternationalisati~n· of business 
activity have offered a large potential for attempts -to capture 
its benefits. Private business has found new oppo;tunities to · 
Eng~ge in resfrictiv~. practices, · in61uding some ruled out · 

· domestically by legisJ ation(8) .. ··. In .turn, many governments have 
tri~d to influenc~ in their favour the di~~ction an~ pattern of 
ints:rr.i.ational investment and to rnaxim5 se its benefits for th·e 
balanc?. c,f payments and for smploym-ent. 

R i:' s tr- 5 c t 5 v e Bu s i n e s s -Pr a ct i c es 

6~. Work by the tommittee of Experts on ·Restrictive Business 
Pre~ ct 1 q es ( 9 ) as we· 11 as other · evidence c o l l e c te d . by var i o us 

_ ~odies of the Orga~isation and o~her agencies show that: 

~ Ther~ epp~~ri - to h2~f been continued concentration of 
wo:ld output end trade in Jsrgs M~Es ~s their size and 

-~umbet ·have been constsntly growing; 

. . . . .. . -~. ~ _::: ·.··: :~ . 0 l i g ci p,o·l i sl_i c _· b.e 1:1.a.:vi-oµ r ·: DD .. a :~W9 r.l.Q .. s ~-a.l~~-•- iS. _-.ey,j;.P e Q!,~J.n;._.;;.'-'{;,•. ,.-..;.,;;~~ --
- -.!" • .~ ..... ... ••· ;.-~•:-.~"':) .. ••:....,::- -:,.-.:r•-.,~-• • ~ , .,. P.N'• ... :t,6 .-.., -.·••1·er•; • '4•~~;·•t._~;,~,_,,....,~f#~'>;;;•:,: •h,;~~.._.i!.-✓-'.,~~-.~"4j~•-'":'•~•J•·.":, .... .-i.1t- •~~~-~~~7,•:_~~\'l"'.I:.,• • -~,_...~r1o!-."/- ?-:;'"'.!,~ ~: ... ' ;: 1-·:;,:;,=-~·,.:1;•?-,"', · -~.~ ·. :~,:r..._-som~>_rn .·s•'t""I', -s.-:' .-· :· ··~.-~.,.-·:- . . ; -·~- -.. ,. · ·· _.·-,. ~- ·. · _ · . · 

· ·- -- Thal·· there ·.has not-. been ~oie open .v.iolen"ce to GATT 
. rul_es is also partly .explainf.d, in .a recent GATT report, · · 

·.:.-:·by the increas"ing .resort :to. privately agreed, ·and _ · . 
· bfficial~y ttilerated if not . promoted, restraints on trade 

. .... - . 

~ • ._J • • • 

. . ;(8) · : ·: :R.¢co.gniti0n .. of° ~he· -p~te_ntial b-e~·e·f·i ·t; --an~ ·-;it;ai.1s of j:he 
:-_ ·ac_t5.vilies of MNE's has prompted DECO governments - to adopt 

. -- • .. .. 

( 9 ): 

_·_·in. '.19.76 ;'. a Declaration recommending, . inter -alia, the 
=~bservance · of Guidelines for MNEs, co-operation in 
. respect of incentives and disincentives to international 
· •iri~Est~snt and ths istablishment of consultative 

procedures. · The · Guidel"ines include specific · -' · 
recom~endatioris on ristrictive businP~s practice~. (See 
Inter.national Investment and Mul tj natj ona1 · Entfrp:r.ises, 
,DECP., _ 1_97 9 ... ) . 

- .. . .. -
. S2e . ·their reports on Export CarteJs (1974), Merqers anc 
· .. Competition Policy, Restdctjve Busine:-ss · Practic8s of 

- Mult5national Enter~rises (1977) and Concentration and 
Competit5on Policy 1~78). 
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nd ccmpetiticn. Develop ~ents in _s~~h impo~tant 
ndust:iel sectGrs as steel, · e~tom□ biles, consumer 

electTonics, synthet5c fi~res ~nt perhaps other 
petro-chemicals exemplify th i s · tenciency. Collusive 
arrengements have been fa~iliteted ty the possibility in 
many countries of legalising certain types of c2rtels, 
notcbly export cartels. 

· · · . 66. T~o major problem areas in the fiel~ of restrictive 
bu~iness 6ractices ~hich appear to be importsnt for ·international 
tr2de 2~e export cartels znd the pr2cti~~s cf multinational 
enterprises, themselves relsted to the trend t .owards mergers and 
concentration. A third issue· is divergent national approaches 
towards private restrictive practices~ which -have international 
implications, and whic~ can result . in . conflicts between countr1.es 
over jurisdictio~ and sovereignty, thereby creating u~certainty · 
in !nternational· tra ·ding relationships. 

Que s.tions 

i) What is the economic rationale invoked by governments 
for their generally permissive 2ttitu~e towards ~xoort 
c&rtels? In perti~ular, how fer is - the motive to 
facilitate r&tionalisation or to avoiq import restrictions 
be~ng imposed in · other countries? Hai sufficient 
consideration been given .~o ·repealing the exemption from 
rest~ictive business practices legisl2tibn for export 
2 g I e e ·men t S? 

ii) One ·6f the reasons advan~ed tti justify mer~ers and 
other forr:is of ~onc:ntr~tion __ is_ t~e. ne~_d __ '.~f. .a -E~.!\§-.i_n :~·.i'~-.:;...j:,i:,:;;;. 

_ · .. __ . . sc.al e .... of · .. op erat1.on0f-i.~f..i:tms···7-""1Jfr~t;J.:P.~:a.::r,1,•,,,/.-:\fl.-r~tbef.:.Sma'.3_:.:1-:e:r-~%~~:,;: .... t!~ 
~~~.'-".",,r"~.✓~~~';;~~~·~;,:~;:.~h·~tA-'~~.i~=--~'i.<.:"'r'!.~'Z":;."'.,;,•.c,:.J.i'.'."'5:-l.~P-· -•. ···t•,; ,,.•.•;-re,. J 1 d .. r·ke t 
~.:-,,.n.""'f:'..:;,~;i~:~p~;~;."?.;-;r.t-.~"'i,:-:::..~Cu-\.lJ.1:~,:4 __ ri:;'.S ., · -d ·i-e~~':O ·- ~-e - a~1e 1:.0 co~pe e 1n wor_ m~ s. 
· · How far does this Just1fy a policy for encouraging mergers 

and concentrBtion, as against the risk that · 
thj_s may · increase oliaopoljstic · behaviour in international 
~Tade .(e. ·g. price leaBerihip _~nd parallel pric~~~)? · 

. . . . - .: : . . 

iii) Is there evidence that multinational enterprises engage in 
allocating output 1 . sharing markets or pricing·-above nutrnal 
profits more frequently _than _purely .national ~anterprises? · 

_. :Less frequently? -Wou·ld ·i t be possible ·:to· m2ke .more , _ 
operational use ·of the reco"mmeridatio·ns .··on festrlctive · 
business practicis :included ·in .itie QE~O ·c~idelin~s on MNEs? - . . . . 

iv) Given' the prese.nt differences · ·fn· na"tj .on_a·1 competiti.on laws 
and the problems raised b~ - the extra-territorial 
appl:i.cation of ·national legisletior:is, : ate existing 
international voluntary arrangemerts (e.g ~ OECD 1979 

.-Council Recommendation, the United Nations Set of 
Principles and Rul~s fo~ · the Control bf Restrictive 
Business Practices) ade~uate to deal with international · 
restrictive business · pract~ces, or is there ·a need for 
further machinery, including improved· procedures · to 
resolve ·disputes_? · · · · ·· - · 



67. In view of the potenti~l benefit of direct irivestrnenti to 
host _count~ies, it is -h2rdly surpi~sing thst meny · gov~rnment~ -
not only those of developing countries - h2ve tried to appJy 
spec.tal incentives to attract · them. While, notably_ in develop5n9 
countries, some in.vesto:rs have , been offered a protected dofTlestic 
markPt, 5n others 2 veri~ty of me2sures 1 such as investment 

· ·. g:-ants, -low cost _ f.'i.n2ncing, and t&?C holiri2ys, 2:-.f. br.i. ng used to 
encocra9e invEstGent inflows.- On th~ other hand, in CTder to 
assure ·a qreater sh~re of the potential bere¥its - and in some 
cases ~ue to the perception of governments of e bias on the part 
of.subsidiaries of foreign firms to confine ~heir sales to the 
c:iomestic ma.rket 1 while buying much - of thefr ·inputs ab:road -
measu:res have also been takeJl to -impose export performance and · 
in1port conte_nt; requ~r_ements_:·, · .. ·. ' ... .- -~ .- _ 

6-8. · There is· ·only J.im.i ted ·k_noy,·Jedge of the effects -of 
trQ_de-relatt:d investment measures on interncJtioncil · investment 
fl8ws 2s weli es on th~ impact of performance requirements! 
inv~stment ince~tives ~nd other government interventinns on the 
behav.1 our · of firms( 10) . · T_he , generally_ accepted vS ev-" is thst the 
rr:c:8su:res•· enur.,2r2t2ci above create distortions to the free flow of 
internation2r investment. They can else distort .inte:rnational 
trede flows - and thereby _jeopardis~ the open multil~teral trading 

· system. But,- a·s noted above, the · counter argument is sometimes 
made that such measures cari b~ e necessary r~sponse to correct 
exist5no d{stort5ohs. While in . some ceiei cijrect investments sre 
made to-·ovircome existing _trede be~riers, on balEnce the growth 
of international trade throuoh .trade liberalisation · and the · ·· 

. orowth of inter-national investment-·throuoh investment 
;;s..,_~ --L ·.v:,. ,. -.. . ,,..:... i i.beralisation .-have .been ·complemen.ta:r.y .de.ve.loprnents . contTibuting , _. _ 
~._;·::;oY..&.'.::.,~}j:.,,.':!!~••.":'t.;;-~_,.:f ·;,~ •~ ·ti•;,, ~.?•<•e<·:~.r..:;,t,.:;~,q-•N•· . .,,::..c:c ,::':;.;-i~><':,~,:' ··,r~ .. -;~fi~ , .;p-A";;,:_ .. _, •,.,;•\..'."i;;t'· ,, •.• ~:c, ··.,,;,-i!'~:•:t,.',, ' •;::.,;'·'/t•~·•-~-.,.....~,.:._~·1· •~• '··,., ·~;.·t· :.·-· ,. ' .. f·,•~'.!C¼• 
"':"=• -;1>--••:~ -... •, --;'':""""". 1,.{).'-·1,; ~,- --"O ve.i.: a'l. .1 --,g 1."0-W l,.'.J , ,, c:::··no-.,, 1. . e' !' .,i:.nc re r:. 5:.:1:·n'g<'.J: n 1..-er. IC 1·u1"1 o ·· ''l~ a Yon ... 'O · ¥ -. • ••• 

t he w or 1 d e-c o_ no my . :. · , _ - ... . · 1 · : · · ·• • - · 

Questions 
.. : ' .· . ~ . . .. . . . . 

i-) .. .. : Cc3n - j rfvest'men.t _. i _ncent.ives and :e.tsinc€r.it.i veis:,- including · 
~ : . . ,·;. p_erf~r-mance .~equirerne.r;its, .· be .seen 2.s . a ·respons~ .· to· · · .. · 
; ,. .. -~ .. externalities and .market ·-imp.~rfections __ (e.g.restrictive·· 

. . ~-- business practices . related to direct .-.~nvestments)? · . ··. 
. . . _, .. , . ' , : : ~. . . , . . _. . . . . r: :~ ; ; .. ···. . . .- :-, -~: . ; . '. ~; _. ., •.. , :_ : . ;_ . . . . ~ . 

(10) 

. . · . 
. - .. . . 

. ~ . ' ... , • .. , . . . . .,. . . ; . .... . ":. ~ . :· ·. ' .. : : . 
Foll

1

o~·i ·ng "the-'d'ecision of th~-·1979 DECO Councii :. at ;·-··_.· 
~inisterial Level, the CIME is completing the . first phase 
of its examination of the effects of incehtives and 
d5~incentives on the flow of internctional inv~stment, 
which hes resulted in two reports, Survey" of International 
Investm~nt Policies in OECD.Member Countries, (IME(8l)l4 
and Annex) : and The Effects of Investment Incentives and 
Di~i~centives ·on the International Investment Process, 
(I~lE(81)17), which it .. is expected will be sent to the 
Council early in 1982. 
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V. 

· Go inQ b2yont Article Ill of GATT, can 5nt~rn8tion2l 
. .._ . ' . J ..J .._ "l r, . . • +· , 

cr1L~T ~ E . □ e ~eve opeu LO reconc1 t ·con , i1ct1ng naL1ona~ 
· interests in ·the area of ii:-icentives and performance 
re q u i rt rr-: ~ r, t s? \'i' ci u l d 5 t b e · d 2 s.i r a t, l e t c e st a ti l i s h n e "" . or 
expand existing possib1liiies ~ithin DECO for 
consultotions on such measures found to have a 
significant Effect on international trade? 

. . 
Hew could such understandinos be conceived in order to 
inciude policies applied by~non-Member countries? 

TRADE WITH THIRD COUNTRIES 
. . 

69. Up to 1973, the fastest · growing market for OECD 
countries was the DECO area itself, accounting ·for 
three-quarters of ·th~ growth of OECD exports between 1963 and 
1973. But sincE 1973, intra-trade increased slowly and the 
shar~ _of third -countries in exports of man0factures rose fr6m 
27 to 34 per cent, and for ·investment goods from 33 to 43 per 
cent. The · shift to third country markets was equally . . 
impressive for apr i cultural exports. On the 5mport side, the 
share of-.thirrl countries j_ n manuf2cturEs h2s risen slowly from 
7.per cent to 14 per cent 5n 1979, mainly because of r2pidJy · 
r5_sing imports from the newly industrialising-countries (NlCs). 

. . 

70. Thes.e sh5. fts \'i:ere rela.teo· to. tbe faster -□ row.th of output 
end ciS~and i~ non-ofco cou~tr3es, ~erticularly 1~ the 
051-Exporting de~eloping ~ountriesi and tp the export-oriEnted 
p o 1 i c i E s f ci' 11 o w '2 d by s om e no n - oi"l ci e v E 1 op i n g c o u n t r i e s . Mo st 
projections made by Interfutures ano by the · IBRD suggest the 

~,:~~~e:;;■:-~,r:~ ... ;,.---~~-~~ ~t:1-g· /!,~_:. t¼ %Fl-t..f..~1-. :~-~:{;J.[d~-38 ~:.:~_pt·'. ~~;7.,~. r~~\Y -~ .. ~~u·>-!--□ :~~-~ ~~.tb;;.~J~_ le··~·~~l~~.:I~~.j;;S;-:; ·.,k;< 
"!!.'\>~.'.;'. ~5:;;i"l-·~,".f!~i~'-H;l;·n 'S'-:e·u·e-:.1.-, ''::!:: _•e~·ua · ·'.; '"°"i:l•J:.1'• • .:.mar.,..-e :5. ,ffii3y::·:ac·c-o . n'\;-~-1 ·ur-·• e.-c"W·e ·n:•-~,:~ .,-.,~..y-,..--•.-"";·-"i 

two-fifths and one half · of the growth of OE~D exports jn the 
1980s. · 

71. Althouoh third countries constitute an extremely 
h~terog~neous:group,~· trade with t~em tends to be different, for 
a variety ·of reasons, from trade ···between industria'l countries 
which broadly speakinq ·have sirnil~r economic institutions aNd 

. policies i Added -to t~is, there · is an element · of economic and ' 
political risk as .well as differences in the commodi~y 

.structure of trade. The follo~ing discussion covers three : 
groups: developing countries, ·sub-divided into oil-exporting 
and non oil-exporting countries, and centrally planned 
e co no mi es ( 11 ) • . • .' .- . ·_ .- · . : .. : · _ · · : · · · 

. . . 
(11) No ·explicit :· reference is made .to . China wh5ch is a sui 

Q~Deii~ ·iasi, being a ~on~oil developing country :with 
p6tentia1ly · 5mportant oil resources and many features of 
central ·planning as well ·· as a p9litical regime which 
goes with it. 
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72. Until the Gs:ly 1960s. d~vGlcci~9 countT!es w=~c 
essentially ·passive particip2nts ih international t=~de; mainly 
exch2nging p:rirnary p:-odu::ts age.inst man.ufactures. T~e riiur~ 
advanced among thsm tried to industrialise through import 
substitution (sometimes based on region~l Qarkets). As a 
result, their share in woTld t12de gradually fell. The5r =t:c:ds 
policies 2ttract2d little attGntion in the industrizlised ~or1c, 
ind th~y itayid almost ccmpletely outside the liberElisation 
moves initizted in the DEEC and GATT. 1heir main concerns wer~ 
the terms of trade, commodity price stabilisation, and the 
related heavy dEpendence on cycJical variations in activity in 
industrial countries. 

73. This picture has changed, ~tan accelerating pace, from 
abo~t the mid-1960s. A few develocino countrjes havs turned to 
outwar~-looking~ or 8xport-oriente~, -~olicies .and have increased 
m8rkedly their sherss jn world and OECD markets for manufactured 
products{l2). And· the rise in oil prices has created an 
admittedly hEterogeneous but very distinct group of developing 
countries with strcno baroainin□ power and an jnterEst jn 
collsctive ection~ - §ut ~~ile, In ~conomic terms 1 oil exporting 
countries occupy a faiTly distinct pos:it.:on, the develooing 
countries have g~n2rally continufr~ to 2ct together as a 
political group pressing for changes in the rules governing 
intern2tion2J economic .rel6tions and in ·thE: institut.ions 
applying them(l3). 

(i) Non-oil developinq countries 

_ 7 '-1 • · \I.' i th i n the g r o up o f - no n - o i l -.d e v e 1 q pi n g c o u n t r i e s , 
f;,ci-,-.-.: ~~~ •• ,,... ._'-P xna_n,s.ion f'.() f-~ :.±.;w.o~wav: tr.a.de ":>Wi;t,h.~t.be/,0ECO~·.w.as_ •,hea.,v.iJ.v.;,..0 . .;:--:.-:-:·~ ·-~~:{~;:.- . ,• -... :>•,; , ~:-,"-/,· ... v.-•-:.-~.~io~~-nlr~tre\\:;,s-n~·rii~r·1Sfcs·:.:.-."!:.f'11ettl;-c,ao'fitf·5~~,.hi-ti~--c~BHtfMS!n~Y,5r~~\'._i";,.: ;_,! .. ·-:-":>;;,·-.:~i: 

demonstrated that, -with appropriat8 policies, for~ign trade cin 
be turn~d ·into an engine _9f growth. But experi~nte has also 
shown the difficulties in controllino this enaine so as to avoid: 
domestic aistortions and external tensions. As all developing . 
c o u n tries ; · the N l Cs have _.to · a yo 5. d ex c es s i v e domes t i c • demand 
pressurEs leading to unsustainable· current account defi~its . . • _ 
But they also _run the potential dange~ of insufficient _domestjc 
absorption _leading to an .i ·nappropriatly strong _curre_nt :account 
coupled with large capital -inflows ~(although not while they ate
s t i 11 E b s orb i n g t h E ·. s econ d c j_ 1 s h o c.k ) ~-- · In .t hi s co n t e x t , tr a d € .. · 

liberalisation, exchange rate policies, --ancl domestic -measun:s to 
promote absorptio_n -ha~e pr:ov2d to be of strategic importance. .. 

(12) 

(13) 

. .• 
For a detailed discussion see The Impact of the ~ewly 
1ndustt5alisinq CountriQs Dn Production and Trade in 
Manufactur~s, OECD, 1979. 

For a ·critical assessment of the :role of trade in 
North/South discussions, see DAC. Annual Report 1979, 
pp 26-36. 



'P. ~ s C: : ' : n f. f LJ ii :: 2 iT: :. I '. :. a C =- 5. e n t = t : 0 ;-, .s Q : t h :'.:: 5. r p C, l i C i ;: s C f f t : t i n g 
i~sc~icc 2lloc2tion n reso2ct of tns cao~tal intensitv of 
j~vcstment, the balBncs b2~wlen 8orjculture an~ ~enufa~turing~ 
End th~ commodity structure of f6ieign trade play en important 
rel~ 5n d~terminino the . smoothne~s of out~ard-look~ng growth 
policie~. As rEg2~ds trade policies proper, th~ NICs have now a 
vital stake in m2jntainin~ frEc 2ccess to markets of industrial 
countr:-es and thEY can contribute to this by pursuing trade 
, • i-, l • t. -, . . 1 .., . . f . ,._ . , . ,._ ,.,I ~;0Er2_1s2 10~ anc oy consc1ous_y u1v~Ys1 yJng Ln2 co~rnoGlLY snu 
p~cgraph562l oettern of th2!r exports. These 5ssu~s !ill b2coms 
a2so inc~~asinolv relevant fer the dev~lopment pol5c1.~s of 2 

num~er cf othei ~iddle-income countr5es~ In gsner2l Devclop5ng 
Countr3.es have been impressed by the achieve:m2·nts of the market 
model. They are 1 however, concerned that, externally, they 
might be dEprived from ·5ts benefits by protectionj_st policies in 
Developed Countries and internally, export-oriented growth would 
re a d t O u n b a l a n C e d. d ~Ve 1 0 pm C n t . I n fa C t di st O !' t i O n s j n t h :i s 
respect arise mainly from not using market forces. The prEsent 
moment is thcr~fore crucial for policies· which are going t6 be 
foll6wed by Developing Countr5es. Th~y . have to be convinced by 
Developed Countries' own policies 6f the bEnefits of tho market 
system and so be brought into the system. 

7~. in favourable overall economic conditions, a Mumbe: of 
other developing countries could successfully embark on 
outward-looking policies. This is conditionEd. how~ver, not 
only by · the absence of discrimin~tion against newcomers in 
industr-ial count~y mark;;ts,·. but 2·1s0 t,y the sst2blished NICs 
moving up market and being prepared ta libEr2lise th~ir own 
imports. And there w111 re~a i n a large riumber of_ low-5ncomc 
developing countries which dep~nd on relatively slowly growing 
earnings .from primary commoditiE:s which will __ contj.nue .to ... be. ... onJy ,_ ... . 

;j,r~j&,j'~:i~ ·.::~~:-9,D~,~~}i~lt:t..w..o.~~?J.;J~i~JB:.~jiil!~~I~ t,;r):i1~:n{ltsS(csfe'.in~;$}F:;fi~·:1;?~'i/ iJ{i~~·:~!;;;· 
~~: .• ,,. 1;,.,k• / 'h "Of.f'emttia~·7.. s·" ·t'fi·-a'E •: whi] {; everybody . !'eC O pni s es the 9 rovd. ng . - . 

differentiation of deve]oping countriess it ·• is often felt that 
it could be politically dangerous to act accordingly in devising 
policies. · · 

. . 

- 76. · On .the side of the~ind~strialis~d · countr5es the issue is 
not how to 11 accomodate" the d8veloping ·countries for 
humanitarian or other ·reasoris ... It i~ rather how to en~ure that 

.tradc -~ith them benefits consumers · jn thc ·1ndustrialised -: 
countriei through lower prices snd _inci2~~ed -effici~nc~, and 
workers in indl!strialised countries ·through :incrE:ased exports to · 
rapid_l_y · expanding markets ·_ in the devslopj ng ·world. ·1n the · 

·manufacturing sector, the- -need is· for policies which facilitate -. 
the transf2r of · resources to new activities both between and 
within industr5~s, es discuss~d £arlicr jn th5s note. · Othar . 
important structural changes may b2 called fo~ in primary 
produc;~, bbth agricultural and min~rel: e.g. further processing 
of primary exports in d~veloping countries, shifting highly · 
energy-int~nsive p~ocessEs closEr to ~h2ap sourc&s of ~n~rgy, 
making ·full us£ of the large untapped· lend rssourcEs · of several 

.industrialised c~untries, r~c. · 



25 -

_ 3 ) T o . v✓ h 2 t e x t e n t 2 n d .i n .,,, hi ch 2 re a s ( e . g • . 2, d j u st r.i e n t a n d t.h e 
s~fegu2:d clouse) noes e solut~on of the pro~lf~S raiser. 
by the deve}oping countries depend upon progress to solve 
specjfic difficulties that concern internation~l trade at 

·1arpe, jncluding trade between DECO countries? l~ .it 
feJt thBt the exr.mple set by industr5al countries in 
2ppljing the rules and solvjng the rjifficulties erising 
in their rnutuel· trede relatioris can enhence or tirninish 
the ettraction that ··the open multilatersl trading system 
exerts on developing countries? · 

ii) What could DECO countries do, and ~hat ~re they prepared 
to do, in order t0 assure end improve access to their 
markets for developing countries' exports; either on an 
MFN or an preferential basis (including a possible 
reduction of tariff escalation) 2nd, where needed, 
through differential treatment in favour of the less 

·-- acivanced developjng count:ries ? 

iii) How should DECO governments respond to demands from 
dome~tic interest groups for conditions to be .set in 
respect of ·orderly growth and feir , competition? In 
respect of minimum l2bour ·. stand2.rds or a "social cJ.ai.Jse", 
is it possible to distinguish bet~e~n w6rking conditions 

-~ ~· wh5ch are unacceptable on ·humanit~r5an grounds, and those 
which simply reflect the level of d~v~lopment of the 
country concerned, anti hence its compa:::-2t.ive adv~ntoge 
(and disadvantage) ? And even if this were possible, are 
there not considerable dancers involved in establishina a 

· . . .. __ · _ d~r~ct l~nk bet°l't'.een \ra~.~ .. Pqii~y_j!l~?~L!J.J:S._ tnd .. .;.:. .. -~,·,~-~:-k-:; ~·. ..-,.· -~.f 
!:f4¥!:'-W°~ ·,},& ,;,_:._--:;~ 4.~~; .. ~~;:i.!!i?:r-~\l·'e:me.ot s·;tti.1:1'!:.:i-ab.o tl'!?:ist·~nc}.aa,.d--S··',(·'d"es:J:t':atflf(:u-n~!"~•tf.:',-:,~~---'1f~Jj.>:< ':· . ,. .·,:t.'lt~. · ~; 
¥ -,a..-,·,..1 '"'r'-'•:"'~~• ~.~ ,:~ ... "iT-.. ' "'! ••• ~-.r..r .. ~- • . • •--~~:•• : • .;.r .. ,. . : .. ·•· · . . · · ,. 

'jlr ·· ·· · -· hu1H:i1:;.tar1En grounds ·7 · ·· · .. ·. 

iv) ,As ::c;z:r~is developing countries, how could their greater ·· 
invo!v2~ent in the trading system be·brought about with 
not~':ily 8. bet":e~ · balance of :rights and obligations ? In ·· 
paiticular, should -there -be a link .between ~arket access 
granted .to .developing :countries ·and thejr .-: progressive 
integration in the intern&tional treding system? Should 
an attempt be ;made to establish a· set ·of basic r-ules 
applicable by 2-Tl ··c·ountries ·· ? H·ow could greater 
.differentiation in .trade policies be achieved •:·to take 
account of the great variety of situations .and n~eds 
among countries, with the ·aj m to re serve ·more favourable 
or special treatment .to those ·countries cii ~ases where it 
is _really needed~ What shoul~ DECO countries reactions 
be to preferential trading arrang~ments between ·the 
devel~ping countries (ECDC)? ~hat mipht in this respect 
be the relative contribution of the three . followino 
~pproaches ~. · · · 

- a country approach consisting ·of an examination of 
.individual trade and related policies of important 
tra~ing countries in the South: 



- a s e c t o r c } a pp r o ?. c ~i • ~ ! h j_ c h ~-.- o u l d b ~ :l n g Q e v e l c p i r. g 
.. • • + h . . . .. .. . ... .. . . . co~nLTJes Wl ~ ,mportent L!aQlng 1nLeres~s ~n ~ 91ven _ 

sector into the. frarr,e~,ork of mult.ilcte1al discuss.ions enc 
possible consultations ;. 

- a ~olicy approach, consisting of an examination by 
trade and tr2de related instruments (e.g., subsidies)? 

. . . 

In . what framework should such approaches be pursued? How 
· .coul'r 0EC:D contTit,ute to develop common vie_ws of ·,.~ember 
countries 2nd help 5.n the di~logue ~ith advanced 
developin~ ~ountries? 

v) Is there any point jn trying to reach a global · 
understandin~ with developing countries on the views : 
canvassed above? What form might such an understanding 
take (globel trade pledge, pol5tical · declaration, 
resolution) and where should i t be adopted~ 

7t. Since ODA is beino increasi~qJv concentrated on non-oil 
developing countr3es (ot~er tha~ Nlts), it is 5n relation with 
t he s e c o u n· t r i. e s th 2 t t he po s s i 'b 1 e t T a ri e - di s t. c rt. i n g e f f e ct s o f 
practices ~sed by aid donors, such ES mixed credits anci eid 
tyin~; are of specie} r~levance. Efforts are already under way 
to tighten the not i fication procedures and. to improve the 
transparency of mixed cred'it transactions, paving · the _way for 
the improved exchange of information on mj_xed cr~dits. 

0ue:stions 

i) Should a concerted effort be made to use the results of , 
the improved exchange of infor1J1a,t,ion _to .s~~-~- ,agr~e.men:1:,., .. 1;,_n, . . , ... : 

,. ~- :.-:, ... .- . , . : .• c.•~t:: · .• ,.:..... ~ ~ . ---.. ;,r • · :··. g·u:i.d el ~-0 ~ p_;~;f:o;/ •.mi-~e d.;:i:i-e':p.i-;t;stt,~: ·: p:osii b l j : .'i:.trri:>":u'6 r-P~s-dnie": ~•;:f.:•~.~I~~t-:, ol/ 

l~-1-;'~},~~;::~$~~ :-:_;t~~-->:',,"-::t~:::.r'trirn'a"trs e-'c:f t ·ons2;-i'f at i"o'n' a r,d c 6~plaint s procedures ? Can 
arranaements or safeouards be introduced to limit trade 

· disto;ting effects a~d to . improve the developmental value 
of mixed credits? · 

ii) . Would it -be quite unrealistic to resume efforts ·to agree 
. ·on -a multilateral arrangement on aid unt~ing? 

.. 
: .. (ii) Oil-exporting developing countries ·· .. 

' -
78. . -.The . growing imp~rtance of ofl-exporti ·ng countries as 
markets For DECO countries has been the most important change in 
tr~~e flows since 1973. It affected not only manufactures, where 
the share_ or ·oPEC in DECO exports more than doubled to around 10 
per ~ent( 14), ·but 2Jl othe:r product ·categories and ·notably food 
ES well es a host - of services(l5) . 

. ( 14) 

( 15) . 

The ·figure would .be some 2 percentage points 
higher jf non-OPEC oil exporters were includ~d . 

. B~t~een 1973 ·and 1980, the ihare of oil-exporting 
countries •(including non-OPEC) in total world 
merchandise impotts and exports incrP~cP~ 
T"e>eno,...+~,,,,..,, .. ~ 
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. '7. 1n .. ::!: c2se o, c.1.,_-expor~1ng . cou,Yc.r1es, :2.Qe .. ~s 2_sc; · 
become an enoine of oro0th. essenti~llv because of the massjv~ : 
~r.,proveme;nt in terms•'of trade. · There RT€:, of cou:::-se, huge . . 
~ifferences between in~5viduel o5J-e~porting cou~tries both 2s . 
regards their tom~stic economic structure end their fore!pn 
trade position. · In the wake of the oj.l price increases! they . 
have ~11 stepped up the share of imports in domestic consumption 
while somewhat reducin9 1 in Teal terms, that of exports in 

_ · ~ornest5c output. ~eny of them are increes5ngly confront~d w3th 
the diffjcu}ties inherent .5n "dual economies". P.s real incor,;es 
2nd the exchange :::-ate 2re ~trongly jnfluence~ by latge seal~ 051 
revenues, . domestic production of tra~eables other than oil and 
gas is or tends to become uncompetit5ve even on their domestic · 
markets. Hence industrial and agricultural activities ca~ only · 
be rnaintEined end developed through heavy subsidisation, energy 
supplied at well below world market prices; and very high ·5mport 
~~rriers. This can only aggravate inefficiency 5n ·the domestic 
economy · 2nd could ·likely to crea.te ··serious tracie conflicts \'!ith 
ot~~r countries. · 

Questions 

i) The _hugs .gap between the cost of pro~uction of energy ~nd 
its n:erket pr.:lce en2bles some energy-rich cou·nt:ries to .·. 
build up energy (or feedstock) Jntens5ve industries base~ 
on cheap inpUts(l6). Is enough being ·done to anticipate 
and moderate the ·trade f ri ct io.ns th;; t this cou 1 d lead to? 

The sciam~le f6r o5J ant gas a~d the related.pressures on -
the current -account have Jed some importing countries to 

_ . .: attempts to resort t'o bilateral arrangements aimed at . _. .· .. 
: _ . securing . ma_rke,t:.,s.,J.o.I: ... t~e iJ;:;-:~.xp_o;:.t :?"'>})OJ~,qJ;Y.::;:1:;,rt~.$..~.t_f!iM£.C-r-' : ./: : .. },f(i-.~ 

-~3~• ~:..-;;;~-~~~i~f~-"~9-0.ci~f.2R~~-hi,gh/t:e-t:nfri:i~?b~-r~p:fb';c!-O'''c't'. s\""~a·nff g i"v i ng v a :r iou s r~. -,-,,X/· ,..,. ,. · · · ~ · forms :of quid pro ouo to oil-exporting countries in ·· 
exchange for access to supplSes. _Have _sue~ bilateral · 
deals caused si gni f ic ant trade pro bl ems .. for other 

·countries ?. 

Centrallv - Planned Economies . ·: . . 

BO. ·· The markets of Eastern Europe and the · soviet Union have 
.been growing quite rapidly throughout the 196Os and -in the first 
half on the 19 7·0 s , part 1 y .because of the ease with _which . .the s e · 
countries were able to finance their crovdng current · account 
deficits with .the OEco: However, eve~ 2t 5is peak, · East~West 
tr2de was of marginal importance for most Western countries, 
notwithstanding the existence of sign.i.f5cant outlets . for some 
industries or products (wheats steel pipes, etc.) and a rather 
high ·oepencience on ·enerQy supplies from the E2st. For a· few 
neighbouring countries ·in -Europe, East-1-'~est trade has 
nevErth:less continued to be jmportant. 

(16) This issue 5s not limited to the ·oil-exporting : cl~veloping 
countries. 
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El. Eest-t~~t tr2d~ is essEnti8llv bilatersl &no st5ll 
:}er~ily outside the trading system p~ the GATT, er 
int~rnationslly sgr~ed rules(17). In this cont~xt, the 
difficulties experjenced· by sevaral Eestern countries in 
se~vicing the!r large 2ccumulat~d debt, or even thejr current 
jmports throu9h competitive expor~s, has given rise to 
practices(lB) which crEste pro~lcms for the open multileteral 
tra~ing system. Moreover, the fact that potential demand is _ 

. · ve~y m~ch ~oncentiated on advanced technology sectors im~lies 
that politit2l en~ m51itary considerations ere bound to play sn 
import2nt role for the conduct of tra~e policies. · 

Questions 

i) 

.. ) 
1 ). , 

5.i i) 

VI. 

Taking into a~count the po1.itical 2spects, should Mem~er 
countries aim at a decree of co-ordination or conc2rtition -
in their -~pproach to East-West trade? Could this be 
done, for example, with regard to countertiade and to 
pricing prictices? Should some ·of the present policies 
be strengthened, i.e. in the export credit fi~ld? 

What -kind of differentiation, if ariy! should be made 
amongst the countries of the Eastern grou~? : 

More .generally, could ·more be· done ip progres;ivfli 
integrate East-West trade into the r~les and procedOres · 
governing the open world trading system? · 

SECTORAL TRADE PrWBLEMS OUTSIDE MANUFACTURING 

82. _ Broadly speaking, the rules ~mbodied in GATt apply to 
international trade in manufBctures(l9). For historical reasons _ 

·~·"''!"ff'f4]i~ .: : ... ~ -~:.ft:•1:· a ra_,:;.j.rnnor.:t-. aot ·.;r.art.::of ·: ~anri;e:plt1 •xa." 1":;;;:t,r:a de.~ ~e.w.i,.Me'n '..:-ouh:i:de:•.=:±hes·e:.;:;:-;;\{;-;\; 
;~--r.~~·~:,;~ ... ~ -~ft!tis'~/,.;~~ri·ei~l'ht 9~;--e:le·=~~r ;=i:i=i;ia '.·· ·of ~Tm t i"e'cf-'"· r r?fi v·-~--nte ·-{ o r · ti a c1·e ·-1 n : .. . . ... _ 

· ·non-food primary commodities. The · expansion of international 
trade in services which started in .earnest only after the 
Elaboration of the rules for merchandise trade is opening a 
number of questions es regards their applicability and . 
adjustment to different circumstances. • · · · · 

( 17) . . .. 

(),8) 

(19) 

- .... 

In · this cont.ext, · it should be -':recalled that four Eastern 
. European countries are formally _GATT members and there .-. 
_have b~en -moves towards World .Bank/IMF -membership. 

. . . 
For a . recent summary of the problems see Advantages and 
Drawbacks of Countertrade Deals (TC/WP(81)27 
Confidential). · 

• I 

An 5mportant except5.on is textiles and clothino· wher~ a 
succession of multilateraJ Brr8ngemcnts have constituted 
a · major departure from GATT .'rules. · .. ,· 
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c3. As shown jn thE: Study on Probl2rns of P.cricu}tursl . T;-a."oe 
· (20), the · a9ricultu::2l polici2s fc,)lowed by a number of 

jmpDrting countries have cont!ibut~d to raise their s2lf 
sufficiency for a number of commodities and had a major impact 
on trad~ flows. Nevertheless, the volumE of world apricultu~el 
~xp~rts has grnwn consist6ntly fast~r than agr5cultuT~l cutput 

. _ an~, wr1il;:., tll_e gTO'l'!th of output slowed down to 2 per cent 
bet w :::- c n l 5-' 7 3 8 n d l S 8 0 f r om 2 1 / 2 p.e r c e n t i n t he p re vi o u s 
decade, . the pro~th of exports · accel~rated _from 4 tot 1/2 per 
cent. Th2 major reason for triis has bc:en ·the emergence of 
important new markets in third countries where -real incomes have · 
been rising fast and/or agr5cultural output has been sluggish. 
The study also suggests that a gradual int?gr2tion of domestic 
end international markets ~ould create fewer problems in the -· 
mor~ protected countries than is often thouqht because (in · ·. 
contrast to the situetion .dur5nci -much of the second half of the 
njnEteenth and first half of th~ ·twentieth century) the 
elE~ticity of supply i~ the more &ffici~nt temper~te zones 
producers is relatively limited. · 

84. The c2ntial iisu~ is how to bTing 29r5cultuTe gr8dual~y 
clcs~r tb the._trading rules ~ppl5ed to _other products in th~ 
fram2work of an open multilateral trading system, so as to ~elp 
the optimal allocation of resources, 5nternationally end · within 
2ach country. 

Qus·stj ons 

i) Should mere be done to co-ordinate internationally national 
. · . actions to deal . with major market distu!.bance~. apd _. t c;,,. _, ::.;.-,-

'-•;,.;. .. ,_ ,.:., :.'.· ~-; ~ e s t ,aq).-i ~h: . i._ri:t.~;:n:a;t~i.OJ;tal:,\.ITl.fzC:;9.ah~s_'.'m~~: ,f.0 !~.moolt-tfi)~m~-rkE:t~;~;~. -.. ;·,:-:;. ,;~ .... ;.,,1 
t\:,,~::.,~-,.\~~5""~~~..:~-;~•-··,He .... ~i'1bpmtnl s•~'in·a "•fo- ".i mp'ro ve·. the f u'nct io ni ng of · ag ri cultural 

markets, _ in particular by -limiting destabilising 
fluctuations in pricei and _t~cde flows? 

ii) Is there scope for modir°ying · the 5mplP.mentation of neU:onal 
agri~ulturel policies s~ as to achieve their leaitimate ·: 
o6jectives, 6.g. w5th reqard to income s0pp6rt,-~ith -less • 
distor.t5ng effects on trade-flows'? . ~- · 

i5.i) 

(20) 

How could the interpenetration of natio~al and· • . 
.international markets .be improved: · avoidance of export . 
restrictiqns~ freeze of levels of protection, · 
limitation of export subsidies with evident · tr-ade 
distorting effects (in particular on third markets), and 
eventually a co-ordinated end progressive reduction of 
trade barriers (perhaps first confined to a few products 
in ~hich DECO producers predomin8te)? What about the 
special interests of developing countries as 5mporters 
and Exporters in this r£spect? · 

AGR/TC/WP(81)2 by the Joint Working P2rty ~f the 
Committee for Agriculture and the Trade Committee. 
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· iv) Ho~ t~ reconcile the objf=t i ve of fo □ ci secur5ty with tne 
exp;nsion of interneticnEl trade, ~inclutin~ the 
possioility ·of keepinQ alive ~pere cap~cities onJy used· 
in t .i mes of c r j s i s·7 · · · 

Fisr,eries 

85 . . · Jhe DECO countries have ha~ 200 miles fisheries zones . 5n 
·· force ·since the late J970's. Time is require~ for the 

· edeptaticin to the new circumstances which offer th~ : coestal 
stetes ~ossibilities for conserv2tion ~nd maneQement·of the 
fish stocks, paYt5cularly in the North Atlantic where most of 
the major fish stocks were seriously depleted.· In other · 
oceans, depletion of the fish stocks ·was not always as serious . 
but the mobilify of th~ fleets would certainly have resul~ed in . . 
a fast extension · of overfishing detrimental consequences. ·· In 

· the few years sim:e ·· effective national con·trol has teen 
exercised there 8re si~ns of improvement. The prospects f~r 
fish _. cctches · and processing over the Jonger term are now more 
stable than 5.n the time of free ·-access of all count:ries to the 
fishing grbunds . . In this field, DECO offers the sole . • 
1nternational forum for timely consultations on the basis of 
factual _transpar~ncy . 

. Questj ons 

. i ) What p O S i t i V e . a d j US t men t .. m E c SU! e S C ~ ,n b € :.t a k e n t (? . . 
··_ allev-iate ·the -si tuat·ion of fishing industries su·ffe:ring 

serious production · losses because of the exte~stonsJ 

ii) - -What . are the .likel"y -'t°rade iss·ues which · need . tq be · . . 
.... _ _ .· __ a ddre_s s_e~ .-_ ·i _n . vi ~.w0 _ o !,..,J ,h.~_89 e9~i!,. t:; ~-m~_t,B.!1<? ~~?.; ~•~i1,:}-:; . ."t/;,;~~\~!~::,lt~-:;{ :Ms'+- i ~,~ :.2~~· · ,.&!..-.:~ ... :,._...;..,~.~ .:._ --~:..;• "'~ ~r;..,~ ..... - ,,.~11J:f .. ~..: ..-1..: ·l ·· ....... ...,;,.:"i•~• ........... . »~! .,:lt;i~--;,~ .• .,.~:~; . ..,.,..~, - ·· - . .1 •• ~._~,r~ ... -~ ~~ -kt':, · . ;•:''i. ·--... ·~~ ....... -~ ... ,."'·,:. •'!' ..,.:~~'tf; :..-.. ~•:·~ ... Jf.~~-1.--,.:-~y .. :........_ .:;!t:.•r•~ \ .~.,~ .---.-r . ·~: - . ·•~•,i; ,"'- ,. : - . - ... 

~-· .,-,;~-i!--i i ) Hci'w do gover nment . measures relating · to production ; : . 
c_ontrols, taxation, grants and -subsidies ·effect rational 
eiploitetion; both biolopit~l and economic -and _ 

_ international trade in fisheries? · 
~ .. . . -.:. :·. = -

P·rims.r{ ·com·mo·di ties ·;. ·: , ·.-, .. _- . ..· .. : . - ' .. ... . . . .. 

t. •. -
. . ; --· ·: - ; . . ' . . . . . . . 

. 86: Si nc·~- 19-73, the slowdown 1 n E/conomic growth, - notably_ in 
the irydustrialised . countries, . combined ~ith continued . . 
technological changes ·permi tt.ing a reduction of . primary input--s . 
per uni"t ·of output ·and more cautious ·inventory ·policies have 
resul~_ed j n a·· marked sl owdo.wn -~n the_ .trade of ·non-.food primary 
commodities .. ~ ·Wt:iereas · ·between '1963 and 19_73 ,. worid ·. exports of 
m5.nera 1 s ( i n"cl u·d i ng fuels .: and . non-ferrous metals) expanried -at 
an annual rate of 7 ~er -cent in real . terms, betwee~ 1~73 · and 
1~80 -they declined half a percentage ··~oint innually. Though 

· the d~cline was concentrated tin fuels . (m2inly oil), the share 
of other minerals and agricultural raw materiils in . the current 
value of tbtal woild exports h~s de~lined from 12 per ce~t in 
the early 1970s to 8 .per cent at the -end 'of the d··ecacfe. -· . . 

. : . _ ... 



57. Des~5t5 th5s Vec15n5nq qu2ntitetive i~p~rt2nc~ 1 

pre:occl.!oat1ons with tne ·.secu:-i ty of ·_ supply, :i.n oarticul2r for 
st~2t~gic raw m~t~r3als, hsve been prominent ever since the 
1972/73 comm6dity boom an~ ·the precedent of OPEC acti~n. 
Moreover. since the present excess ot _supply over deman~ for 
industrial raw materials could eas5ly be reversed in a phase of · 
expansion, preoccupation w5th insuffic5ent invest~ent iA many 
develo~ing countries, notably in minerals, has lid to a · 
critical . examination in the fTsmework of the DECO Hjgh Level 

·Group on Commodities(21) . 

88. As -a result, the policy issues in the: commodity area 
include -not only the traditional preoccupetion of producers 
- access to import markets, ·price levels and instability and 
their increased participation i~ the processing, d5stribution .. · 
and marketina ·of theil'. commodities ·..; but ·also the concern of 
consumers wifh the · secuii~y and adeq~8cy of supplies. : Many of 
these issues have specif j c North/So_uth asp·ects. 

G)uestions 

i) What should or could consuming countries do to imp:ove 
security bf sJpply _of strateoic r2w meteriEls? .Woulc 
ther~ be an advantaae in a c~ncerted appro2ch ~is-~-vis 
economic ·stockpilin~? Di~ersific~tion of sources arid 

jj) 

-5 nvestment? 

What ·could be .done ot the intern-at.ion.cl level to 
a~eliorete the investment cl5mate to ensure ~n adequat~ 
voJume and pattern of direct investment . . f.lows? ls - there 
merit i~ reconsiderino inter~ational insurance schemes 

I 

. i 
I 

. . . : and/or other schemes to reduce·· perceived risks in .direct .. 

. , ,(;.;.• t.. , . . •. :.-.-.F-~ -· .,.ii:ivestm°E~n-j:.,? ... -:c.oi:Jl.ci .. • SO!'fl.~..::::to·.f(P.~ :.O-C• mJ:in.4,t:o,r-i·n.g::-''.of.-.:·,1'h-v.e:s:t:rri'e-At· -~ ... ~;;:, .: :.l 
t'- --Jt."~' • ... .,.... ,'\ -· . -~ ...... - ......... . , ... ~ ... . .. .. _ .. , .. . ...... . , . ... ""- ·· • . ... . -·. r). 

:-' ';,•. :~:~·-.- .......... \<·•-':f· .--.,·· w·e · use·ful1y ehvi·sa·ged? .. _ ... . -. , ·:..· ·· ·.. . .. . , .· .. . 

·_iii) · ·1n addition · to co~modity agree!fJents to stabilise prices, -: 
· · •.· ~nd .- in viev.· or the· apparently .. limited scope for such . 
· : ~gr~ements, · shou1d . ienewed eximinatiori ·•be made -of the -· r ·. 

case for strengthening aMd ··~xtend5rig ·· export r~ceipf -
stabilisation schemes in ·favour of ceveloping countr·ies 
or, mo!e · especially, the leest developed c~untries? 

iv) .. . :what; · in g~neral,
0 

coul_d be ·~~nv.i~ag-~d t~ :.:i.rn"p;-~-Je:-~a~ke·t~ 
. · · ·structure s and intern at ion a 1 tr a de · i n ·. comm ci di ties . 

. including thfi_. r·e due.ti Or) of obstacles· ·to ·a·c cess to 
_. · .. markets a~d to ·1oca'i' -p_roc:;.e_ssi_n.g?_:_,_. : .. . _: ~, ... · i _,-
- • . .... . . • . :.= ...... . • _. . : ! : . 

(21) The Sub-Group of Experts on Investment of the High Level 
Group ~n Commodities has carried out a detailed . 

- examinatiori of raw materi~l investmint isiues 1iee 
·CE/CG(8l)l4) and the High Level · Group itself considered 
Member countries' stockpiling pol5.cies (see Stratealc 
Raw ·Materials, CE/CG{81)15)· . . 



89. At erounr £550-€00 billion in 1979. internet i on~l 
t~ansactions in in~isibles (ex~ludin~_ tre~sfers) were equivalent 
to ~ore than one-third of ~orld . ~erchindise trEde. - Th~s ratio 
h2.s :-err.ained roughly unchanged s•ince· the lEJte 15'60s. _ However~ 
the stiucture of international trade in services has changed 
considerably, under the impact of . the ernP.rgence :of -_ so:-ne oil 
exporting countries es la~ge exporters of capital and importers 

· -·. of l2bour_ and know-how. · Inte~nation2l t:·ansactions _i:-i shippin;; 
lost momentum, while there was 2 susta~ned 5ncre2se ·~n tourism 
anM most other categories uf _non~f&ctor services. 

. . . . . . 

90. Although not always_ 'di-rec·t'ly linked .tci ·· int~rnaf5~nal 
trans a ct ions. the domestic _ '.'service _e c_o no!11y•1 has gai nl?.C' . in 
importance in 211 industriil countries_, and its stiucture is . 
changing ra~idly with the _~ontinued . contraction ·of some - tradi- ·. · 
tional services 1:"nd ·the rapid ·expansion · of ~ew ones., jncluding 
the supply of services by manufacturing ·. (arid sometimes eveG 
agri~ultural) enterprises(22). These develo~ments had a 
particul·arly marked impact on the ·-structure of employment.- The 
share of the _labour fo~ce employed in the service sector h2s 
~ontinued to rise and, equally importent, w5thin the sector 
producing goods, the prqportion of employe~s performing ·service 
i-0bs incre2sed verv fast. - . :--, • . 

_91. Problem~ ' in this·· ~rii · are · conii~erably ~ompli~~ted by the 
highly regulated natu;:e o·f rr,ost ··service 5..ndustri:e:S and by the 
fa-ct that internetional co"nipeti tion · depends psrticularly on 
free~om of direct Jnv~st~ent, the ri9hts pf establishment, and 
perm i s s i on to carry · out re g u 1 ate d act i vi ti es •

1 
.• Indeed , there can 

be little dou~t that _ th~ g:;-.o~f_th . o_f : j nternation_aJ . tr!3nsactions in__ . , 1 
-~ ~ _ . _var~ ou_s :-ser -~~ ~ e_s ._.w ~u..l,d -~h.J3y__e. -~-:~-.f! c_.or:i~;-~~e~.a~_~y .. -~~Ef ra_p:1,cJ :Jo.~ .\~e::~):': .,.--~:~ : 

~:::·:···:·}~ {--;. :.::•:·-. .-.e:_b.$e:~c..e . .'P-! ·· ex·i•st1~g: -obs t a-t1e·s. · · .,·ccm s-i-~er1·ab1 e var~ · nas. a1 ready . . ! 
· -~ . · · been car r 1 e d out 1 n the · OE CD ( 2 3) a n d J. n GA TT to 1 dent l _f y the \ 

main problems arising in the _services .area. ·As these .exploratory , 
efforts ·_ are _ still u~derway _·; . 3 t · __ is .- :i:-ecognised that ¥my - ans\':ers .- · ! 
given to the _ following questions. at ·th~s - early _stage will 
nece ssari l_y be __ quite ·_pre 1 im.i[la~y -/ J · ~ :- • • : : .> ~ ·.,-._ -: · . ~--_,. :· ·. "'~ :~~, ·;· · 

.. . ,· . . • . . _ .. .. · __ :_; .. . ·. . . : ... _, .. ~ :- ::• - . · .... _.:. . . . .. . . 
Questions ·=::;."-- -._.: · .. :-_ . ... ' • ,_., ~: •···::· . . -; · ·_ ·_";_-./ ·-- · .. .. ,. 
-------.. ~- _.: . . ~_:· ·. ~: \: . .. - .· .:.~_-:<. ~-.:: -: --::: :._ . ... ::: " 

i) 

( 22) 

(23) 

. . . . . . . 
. .On .the_ basis of __ effc;irts .to .date to _identify - tt')e --:most > · 
.··· ."i'mpo'rta'~t c'ategoriEs ···o!f . obstacle.s ,to:.-trade 5.n .services· · 

( inc_lugi_ng 'int·e_r;'~ationally . (rade:d . ~ervi_cE;s . and . the -
:. provision 6f i~iv1c~~ :on_ an :istablishment basis), . wh5ch 

types ·_o( .obstacles _: appear·· to· be 'rri"osf · suitable as the . 
focus of future .international efforts to reduce · or 

... . .. _ .· 

In thii" "context_/ the exP,oriential -g~;~t-h .·of ro.botiGS, .. 
mfcro..:elect:r.·oni,cs :a_nd · comput~r..iseq . data _ processing 
acti-vlties has played' a · maJcir ·role. . . . : :_.: .. _ ~ 

. . .. . •, . · . 

. Fo·r a review of ong·oing· ·act5viti"es in ttade in .~er_vices, 
see Trade in Services,· C(81)147. 
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.. 

ii) 

iii) , 

climi~;ote- ,:.jsnt .::.fied p!:it,lc:rr,s c:nd tc .:.n!;:irove 
l·nto'T"l"\::>"".;l"\ ........ l co------,c,.--t~r.r in · .:.h 'i c: ~,-,=,;:: ? 1··n· ...... ~--'"'P!'c2 ... _- +-_o · - .... - • . - L. - - I , C ' L-• ►-- _ ..a. O ..., _ I - l. 1 - - - • · - - • • . , ~ \. t"'" __ 

be the ~ajor iwped 5ments . to achiev i ng progr~ss through · 
such ~;ffoTts ? In p2rticulBr,· io what sxter:t .is the · 
motiv~tion oehind the identified obstacles based en 
valid non-economic public policy objectives {such as -

. ·consumer protection or national security) and to what 
extent do the . measures appear ~o be b2sed -on · 
~rctectionjst ~otivations or ~o crEate unn~ctssary 
c t stacles to trade jn services? Could 2 b~tter · · 
awareness of the economic ·benefits of .a mere liberal 
internationEl trading system in ·the ~erv i ces area hslc 
grnerete support for th~ reduction of unwarra~ted 
impediments? To what Extent are the . principles applied 
to trade in goods appropri~\e - perhaps with · some 
modifications - t6 -trade in -. services . (for exampl2, the~~~-~~ ·. 
·principles of . fiir and operi international competition, 
th~ most · f~voured n2tion princ5ple, the nstional 
treat~ent principle)? 

. . . 
What should be the relative emphast~ of sectoral 

- (industry-ipeciflc) approsches as comp2red to 
a:ro.ss-tr,2-bo2r.d 2ppr0Eches in efforts to ir:'prove 
int~rnation2l co-operation in this - area? If pilot 
efforts in selected sectors are deemed ~esir~bl~, which 
scctor(s) should be give·n ·priority ettention?· Should 
efforts be concentrated on. th2 • ~ps~ impbitant obstacles 
in ··~sc~ of th~ : ~~i~ itrvice sectoti? Can scme cetegories 
of obstacles b~ more fruitfully addressed through a 
horizontal approach? If sg, whjch category(ies) of _ 
obstacles should be given priority attention? How should 
the developi_ng countries . be involvEd . in . tt")is_. wor~ .? 
•· ... • • • • • • ..... -· \ • ,.:. ;_ : , .. .. • ·: •..,.,• .. :• • .f: .... ,: : -:- ,. • ... • •.•:• ; ,· t• •r•; •• • 

What woul~ be the benefits of de~~ioping an . 
iniernational body of rules and ¢rocedures which would : 
provide a coherent framework for resolving trade · · 
problems in servfces and contribute to enhance : 
international - co-operation .in this area? . :. . . . . . . . ~ ~ . . . - _. . . . . - ~ . . . ~ 

·: - - . . :.• .. - • . 
. --· .... _ '"; 

VII''. THE PROCESS OF nn°ERNATIONAL. CO-OPER"ATION .ON TRADE ISSUES 

~2. ·_ ·Th~ -, gra:dual ··build..:_up of ma.chin-~ry f~:r: :in~ernat:lonal : . ~ 
trad~ co-operation · has b~en a major achi~vement 6f . the post-war 
period. Ess~nti~ll~ bas&d on the principles and ·rules of GATT, 
various · mech~nisms ·of dj~cussion~ consultatio~ and .negoti8tion 
have been put into place. Besi~es . the ·GATT machinery (itself. 

-i n st it u t ion a 11 y 1 i n k e d w i th· th E ! MF ) , -or g a n i s a t.i on s· -with 
different geographical c~verage _as ·well as different 
competences and modus opErandi such es the ~nited Nations 
system, the DECO, the EuropGan Community _and EFTA~ have p)ayed 
an import ant role in int e_rne t ional tr_a_de; . co-operation. 

. . 
93. To some extent jt is the very success of this 
co-operation· in terms of ·the expansion ·of trade which . has 
brought new problems: e.g. increasing resort to measures 
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- ,. . . .. . ..:.- -n--~-' - 1·· n···' C ~---~!.;.. .,.:... , .. --.-: '"'~D 7c;..!.:lrig . 8!.ltS.:UJC' ~n::: C-::, o i:..c:..: .!.ll ~s~ ti'- 0,,1,...,,'.L.J L,.(j_:, ... c:.:,L. ~ n'= \. 
b~risfit from the system· ( ~i thout necess2rily ccc2c1ing ~11 its 
ru}i~ ) , Etc. In csne~aJ. co-ooEretion ·hEs ~~come l~ss 
r!Jl ~:-or5entsd th2n in the . ccrlier ·p2riod. · Evsn -rtorE .important_ 
hE:vf; been ·the str8.ins c.!i~ i. no from -·poor -econorr:2c -oe:.fo:-mancE tn 
terms of inflation 2nd emplo;ment . and the increas~ng djff5culty 
of adjusting to structural ch~nge under these condit5ons.· 

. . 
94. 1'1;oreov~:r, · there is a risk cf gro\l,•5.ng govc:rnm2nt . 

· · l nvclvemeAt • in trade ou~stions 5n the 1980s. The ·contlnuEtion ·. 
of vsrious £rends dii~ussed in previous sections rney ~ontribute 
to such 2n involvement. First, the contin~ing gro~jng .· 
importance of exports of machinery and equipment . (including - . 
complete plants) and high .technology products, i.e. areas where 
governments are often already involved domestically (Rand D, 
gove_rr:-iment procurement) and wherE: ·conditions of .. ; . . 

•. - d~Ji very • - f5.nance, . technology transfer, · performance· ·. · 
r~quirements, count~r ·t rade, etc. - oftDn leed to government 
5nvol~em2nt in trEde ·relations. Second, ~s noted earlier, up
to on~~helf of the increese in tradE in the 1980s is likEly .-to 
b~ with developing and state-trading countrjes with strong 
govErnment involvem2nt in trade. Some of these countrie~ might 
be tempt~d to orient their purchases o.f machinsry 2nd equipment 
to those ~avel6p~d countriei which treat their Exports more · 
liberally. Jh:rd,- in the field of devE:lopment as~5.stence·, _ · 

· ther~ is the · growth of mixed cre~its and tied ~id . . Fourth, · . 
: there is . the increasing importance of trade in services, , pften _ 
.'in- ar:::as w-hicl? have tr2ditior)·a11y · bee:n subject t'o ··much 
regulation. . · · 

Directions f6r Improvement 

95. Agafnst :this · l;lackgroi.J~d ;· ·sev~r~l - major themes r:mer9e 
fiom the previous se~tions as regards the direct io ns in which _ 
improvements in ; the proc~ss of international . trade co-operation 

· m5ght be ._sought in -the l?80s .. ·- ·. _~·· - :· ·_: ---.:·:·_. • . -_ .. -'· . . . · . -·· 

. : _: __ -96~ ~- ~-~i/i""t~t·: :\ :her~- is ~·::_/; ~~ -·· ~o·-~/~;~en the '"covera ·□ -~ :ir( ~~ ...... ; .· .. 
· ,,__. - _ .. : ·· internatio·nal: -.trade ··co-operation to- include a wider ra_ngE _· of __ ;: ·.:· :·· .. . :·-- '.- . 

. domestic policies having . ·an: .effect ··on 5 nternatjonal · - :. .-: · . 
competition. P2rtly as·~ Tesult ~of trad~ · liberalis~ti6n, ·thg :- · -· 

· trade-distorting effects _of . -domestic ·- p-olicy m·easurE-s have 
·: · become mo r c p er c e pt_ i bl ~ • ·. · ~ n d , 2 s di s cu s s e d i n Sect i on ' 111 , ·:. :· · • 
. government interve_ntion _ at the micro-lev_el, in particular - jn · 
._ the framework of_· industrial'; · tec~nologic a 1, : regional and · , .. -
. _E:mpl oyment po lie i_es , . . has -· beef) ·. on the. rise in many countries. ·• 
-_. Irrespective of- the · merits ·:·of. -such 'interventions destined -to 
achieve dome·stic .objectives and .of their us·efulness in ,_•._ . 
promoting _~romisirig activities, . thGir scope .and impact ·are 

.· highly relevant · .. for th~ _play of market forc£:·s : and hence : for 
international trade co-operation. : · · · 

97. Reco6niiion of thi·s ·s1i~ati~n led to .the incluiion ·of 
ni;,n.-ta::iff barrie~·s fn the ·last MTNs. · The existing cod~s -g~ve., 
however, ,: _only a . partial and -_limi_ted ~answer to ~he question, 

- . · .· =~, ·:> :·,-_:,~;-·,: >::_- .... ·. . . --- .- ~:·:· . . 
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which is ~o~ to ·recon:ilE ~cvr~nment int~rvention at ·the 
mic~o-economic level with the ·principl~s 2n~ objEctives of the 
cprn t::-=c:'ing system. ~-; ri5.J e roverninents .are natura .1ly :-e}.uctant 
to eccept lirr:5t6tions en the ~se· cf domestic policy · 
instruments, thev hove 1 in the context of the OECD' .s ~-0:rk - on 
positive _adjustm~nt policies, been piepsred to diicuss these 
instruments_ from the po5 nt_. of _ view of thei_r . economic :·.·-_ 
efficien~y. Perhaps more attention should be -paid to ·· the 

_·ppssitle tr~de-ciistcrting effEcts of s~ch policies. _~_ 
Adrnittedly1 th~ effect of domestic interventio~s on 
international trede is often difficult to ~nalyse with any 
prec5sion. Ne~ertheless, the multiplicat5oh o~ such · _ 
interventionss frequently designed -and -implemented by _· officials 
not fully aware of international implitations, "can gradually 
undermine the b~nefits of the open treding -system. RecoQnition 
of this danger has · been· behind the efforts of .the European · · · 
Communities-to clarify a.nd ·:regulate interventions whjch impinge 
on competition among Member countries~ · · 

98. - Seccinci, ~st ·has become mo::-r- necessary to _consider 'trar.e 
problems and policy :responses in their- broader economic poJ.icy 
context. The previous sections have elaborated the var5ous 
interlj_nk2oes b<;t1;,1een rnicTo-economic policjes, ba}ance-of- · 
peiments a~justment, develo~ment policiei, ~tc. and . tredi _'.· 
problems. Thes~ ·linka~es_ ~ave be~n wiak~ned · by the _fact that 
ir.dustrJa"l counfries· ·(as · w·ell as · severa) developing countries) -· 
have -ceased .to -j ntroduce j_mport restrictions on. balance~of-. 

2ymEn::s g:rounc-s. enCe L ,e.:!' IT12.CTD_:2C .. ... -. . • . . . 0 
more consJ oerec- in tr1e f:ramewo:rk cf GAT . _ Howev_er, o _ 
macro-economic and trade polJcies are scrol..':-ni":ied .in ·t 'he IMF 
when .countries _seek balance-of-payments financing facilities. 
By treating t:rade problems and -poli~- responses in isolation, 
the scope for optim2l policy responses or for the settlement cif 

\ 

disputes is much reduced. · lt is important to have :around the · 
· table, with an appropriate ~eight, all the major interesti ' 

. involved, so · that broadly based compromises and solutions ·can ~ , · 
be .found. · .For -- instance, · _discussions or .consult_atio_ns . on ·Jmport 
restrictio~s ·should bring in those responsible : for aritj- -'·._.- ' · -
-inflationary policies and 3ndustrial adJustment, so .as to .. 
ensure the genuinely temporary -character of any _··sa(eguard 
measure jn trade which would be ~eemed necessary. Anoth~r 

\

_example is to _jnvolve· in international consultations ·concerning · 
trarie -restr .. i"ctiohs those responsib1e ·_for macro-econom_ic ·: · :.· ·_ --· 
p6licies and balance-of-payments edjustment, so that,~ for ·- · 
example,-- the quest-5.on of t.he appropriateness of the excha.nge ·_. 
rate can be squarely faced. Al) these questions raise, inter 
alia, the possible need foT closer working relations betwe~n . 
the GAIT, the IMF and the DE~ 

. . 
99. This -broadening of the Miscussion raises a fund~mental · 
prcblem. Roth comestic micr-o-economic _interventio_ns . and . tn,c!e 
polic~ me~sures can in time have adverse effects qn efficie~~Y 
and the ran~e of consumers• choice: and hence on the real 
income and well-being of the populatiqn. But, ·whereRs the 
short-term benefits of such me?.sures on employment, wages and 
profjts are highly visible and co~centr~ted, the long-teTm 
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2~v~~sE effects on inflEt i cn, effic ~~ncy 2nd the s t a~b~rd of 
l i -vfng 2re much mere diffuse. This ~symmetry is a f&ctor 
f2cjlit2ting collusive · prtssures ty organ i sed business anj 
l2bour. Normally Gove!'nments, notatily Treasuries; . ere . 
con:erned with t~e -interssts of consum~is, tho~gh the latter do 
not constitute a distinct ~ntity. This raises questions -as to 
how effectively · these inte::rests can be taken_ into . 
conside~ation. International 0roanisations Jess subiect · to - -_ _- pressures .from. inter-est g:roups have a !'Ole to olay 5n _this 
respect as· ~~stodians of the svste~ and its contribution to 

. -
economic -~elfare and efficiency. 

100. Third, · 5t will be -~ecessary to adjust to the o~owing 
number of imoortant part5cipants in internstional trsde. _ This . 
is particularly so in the .case of NICs and _some oil-exporting 
countries, but also for -. some · state-trading . countries. - . Their 

. · growing 5mportance has ·generally not been reflected in ·the ·, 
process of international trade co-operatio~, in which · they -do · 
not fully participate ; To a large extent, jndustrialised . 
countri~s have adapted themselves to . ve:rious trade practices of 
these countries, with only marglnal progress towards their 
inte~: :r stion ir. the \liorld t::-2~in~ system. The reasons ere : 
obviously ~ot' the sc:me for. the v2rious groups of actors 

· consid ere c, • .. . NE: i ther- 1r;,o"uld the w·ay s end .me 2ns to imp rove the 
co~operation ·_ process _be · si~ilar ?-n all ::cases~ >:. , ._ .- : . :·. .. 

·.1~1-: ~--: .. :\ ;~n··i·;~-~i:; ;: .. t~·e.- ·1~ ;~~~-.--AL;~~b~;:· ;/·.·~~-~0. ~·tr~e ~ c~-mp·{Jb;~e~-.',th~ 
_process of -~o~coetation, especially· ~t · the· glohel livel =·· at : the 
same time, the mecr:ani.sms · ~~houlo ensure . that 21 l countrie:5 · · 
directly concerned ore _invCilved in some v,ay~ . The UNCTAD . 
framewo_rk is · -u~f.ful · f-c:.· .·· pl;:-suir:-g the Nort h-Sol.!t.h · dialogue • :at a 
general level_,· a:--id _f:;r . the ·_ seai:~t"i - for consi;nsus on b:road policy 
8. pp r o a ch e :s ·t o t :- ?. de t-2 t w ·= & ; 1 d f: .,. el oped and (") eve }. 'J ;J i n g count r i es 
in the wid2r context 0f N~~th-S~uth econc~ i c rE l aticns . . . 

-However, ~~~ause · of its ~tx~ct~ze in .the f~rm ·af geographicil .. ·· .. 
- ·_-· g·rou~.ings, _ and _its mo::-e · pcTi t'ical _. character; UnCTAO ~cy · not ,be · . . . :· 
.. well placed to. ·deal _ with -_s;:ieci f ic an_d ·_: concrete ·_ trade -problems , .· · 
. -~ involving·.- _particular_· developed and ·developing _ countri·es. ·;-_;:·,:. > .-. ;··· ·: .. · 

':..~·~-.._,;;--=- - - · --/.:~~i~ -=--~--~ -~i•.-.::• ·~_:::·!~; . · ;;;• "':~~--J~-- -~---~_ -~ -• .•• ~ ~-~r; ,,·...: .. :· -- -~ ... - .. _. ·;·.-:: .-:· ~ ~- .:. -= ::~--~_;_~ ·- --~-- ·:-~ : ... ·\.~ 

102 •· The GATT. -:i.s ·.bf.!tte·r ·· placed ·to fulfil this functi _on > · _-At ·:.. · 
the s:me tim2/ ·hq-.. .. eve:;-;., . ·:th_e ·cor•r;:ern. r.ot to giv·~ away legal · · · 
right~ -and .fo.r.·:de ·,~J.OI::in~ ·-L"~oun~Ties · in pa:-ticu:ar. i--.ot.·to accept 
new cb.liga.tions can..·.:-erJuce ·_the ~.:;ope -. for_ .fiuitful ·co:..operatio_n• ·: ·. _.: 

· o·n sper.5fi°c · t:ra.de p.roble1iis._.· :. Al~:i, : -some ·-irll~)ortar,t · ciev2loping . • · .. · · • . 
~oimt:r~~~ -h_c:_ve -r1pt ·y•;t -_jc-:.qed .:G.;T-T • . . The·· OGest ~.en ·al~u :ar.~ses ·: · . . 
~h~tt,=:.t.' c.o:;aul_t,t.:.ofl~ . .on · t t :::se ··r..roblems ·: w~.~-h develop:i_ng _· :· · · · 

·cci:nt1·: cs .2-houl G :.not be · br-~.ade:"i c..:i be!:-oncl _.t :·1ese· tTade ·--pol:i.cy"· · · · 
a·:-p:0 ~;tr-, t :,; · incll!rle i,-:te-r · c!~io., · .. rie ·t::-ade ir.,plir.~tions of the 
d C' ;;,r: st j_ c p :.i l i c i: !~ · p u ~5 u E c . ~~ y ; . f' s ::i E c .i a i 1 y , . the . t-~ j S s . Th j_ s ·re.is es 

.isrt:~s cor,ccrnir,~ i,r.i:::::-vzii'.:.::it ·er -2d5ptat5.on wh~ch i:nay be ·needed 
in the inst.itu-:.:.r;:13J. SE-tti::-ig in ord:.!t' _. to ~llow such 8 . : ... ·· .. 
br~~1~~in9 -and t 0 ta~~ ac~~unt of t~e diff~renres in ·the ·_ 
~etLing of trac-t ::ii!d trzr:ie · polir::y pi-:bler. ,·s ·-:acc~rding to the 
stage of .developi::ent among . develc,pi_ng .. cour,tries_ . . -

.. ~. ~ ... . . . ~ 
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1 iJ 3 . ,: Co:., n t e !'vs .i l .i no o ~ \·! :: :- ,; r.i av · :"= l so be cc n s 5 de red : n t e :-::is 
of cour.try particip2tion- jn .thP proc.e>ss of sc,lving trade 
pro~lems, en issuE becominq rno~e diffic~lt witn the Qrowing 
number of mijor trad5ng countries. _The1e h2s indeed .be~n ~ 
tendency in• r~cent yesrs for trade problems to be considered in 
bilateral terms anci for consultations ·to be Testricted ·to those 
countriet hav5ng a m8jor and direct 5nterest jn thos~ 
problems . · · rt · csn be 2r9ued that consultotions 5n e completely · 

· c □ en frame~ork. ~ould reduce the efficiencv of ·the consultation 
· p~ocedure by reducjnQ th~ p~ssi~iljty cif ~r2nk and pre9m2t5c · 

discussions. -The difficulty ·of ·sftting · up app~opristely . . · 
restricted · fora · may, inter 2lis, explain the · increased use of 
bilateral consultations -outsi~e the multilateral fremework . . On -
the other · hand, participation .of countries less directly · 

· concerned can brine about · a bett~r belance of power es ·well as 
ens1,1re · greater attention to the_ broader .interests of _all > · ·. 
partners and to the _ smooth .functioning :of · the trading system as 
2 whole. · 

. . . 

The -Mechanisms of · Trade Co-operation 
~ 
~ · 104. Trade ·co-operotion 1·ests· on ce:-t-ein key mech2n:isms: B -
~ rules and gu~cielines ··for po)icies : consultatjon on pr ot,lems 
I arising out · ol trade or ·trace-r el2ted pol_icy rr:easures and · · ··· 
IL _- _. practices: ·. procedures for the ·settlement . of d5.sputes; • . . : • · .. 

I
-~- ·. · _ ~onsultatior, ~n -tr2de probl~m7 ·and -related ·i -ridustrial · a~d -o_ther _·,··· .__.:. 
a:·:=-=---;.·-:: - issues be.fore -.they reach - cr1t1cal ._leyels .and . before po)icy .-. _· 

~ .·-. -~ :. : actio.n -is taken= mechanisms a1l'owing _for · rmprovement ~n the · · : ·. ···. 
~ · -· · . - ·. tradinQ systeli) !3nd _5ts :funi:tioning. . · - - · ·.. · 
~ . ·- . . 

I . ~ 
.,-:~ . 
~ ' 

105. · Ruies elaborcting some _f.und .amenta'l --princ-iples a're : a key 
· fe .ature cf the .international -=-- trqding __ .system: . T.hey _. are a factor _. . 

of certainty in internat ional trade rRl2 tions : thsy reduce the 
· risks of problems and serve as points .of. reference for the _ 
settlement of ·· disputes •. : Some argue;. hol'lever, that :excessive ·.-. . : . 

_emphasis on ·strict ·adherence . to _rules may tend :to undermine . " .. · ·. -··. 
them and ·i .t can be pref_erable, in some .cases_,· to .tolerate some . · · .. . -. 
minor departures in -the . interest of preserving .-the legal .. · ;-. ·- ... · 
framework. -·. Neverthele·ss, ;jt would :seem that strengthening .·ot ·;· . , · ·:·_ 
adaptation of ·-existing · rules·; a_s ·well as setting up new .rules ·· ·. -· ·_ ; 
in ·areas -not .. covered, s~ould :continue -to play .an· important ,: :· · · · · 

_role, and the-re · have been severa1· ,exarnples in this ·.not·e -· (e.g~ . 
s af egua rds, trade in .s eJ;v.ic es, · etc._) .. -where _this mi·ght :give · ~ 
p·ositive results · . · .., · · · ..... - - ·, · ,- · , · · -- ' , . · · .. • .... . - .. ~ -. ... . .. : . -~ .- . ... . .: . .. . . . -- _· .. . . .. : .. -. . . 

. ... : ··· • .. ·. : . . · .. ~ : :. 
106: ··. lt mus·t' be· : ·acknowledg.ed, · however, that -··the~e ·are ·limits .-· 
to a ·:1:e_gulatory appro.ach. __lt J .s not ·possible to express --the .· · 
complexity· of economic . .reality -~.n p.recise ·rules, so that they · 
mu st inc 1 u de some degree _of f lex.1 bi l_j t y. In some ·a re~s, : ·. · 
the re fore, .it ,tias proved ·useful to .compl em_e nt .rules by seeking 
a political commitment on certain general objectjves, and 
establis~ing guidelines for policies to .be · followid, taking · . 
into account t _he int er linkages bet ween . various· pol.i c·ie s . . · The 
guideline approach: has b_een _successfully -used ·for -a number of 
issues ·tackled in ·the OECD (e,.~. restrictive business 
practi6es, MNts, itc. ). This ;hould not detract ·froffi the 
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~r:!;:·or:cn_c= of 2 sys:s-~ cf ru}es 2nd :.inj.:no :::o~m2tr.,~,r,t ~ 1 5ri 
p a rt i C u l 2 :r 5. n th f. t ;- s d E f j_ e 1 C ' 0 n d D f s : :r i Ct & d h E-' ! e n C f- t C, the 
rules givin; credibil ity t~ policies. · · · 

. . 
107. The consultation · and the disoutt tettlemeMt procedures 
have been _i mproved in th8 MTNs. Ho1-,·ever, the setting in motion 
of these procedures depends on requests perceived es cornplsints 
which cou~tries 2re in many c2ses T~luctant to introduce. : An 

. . · ~yenue that _r,,ight be explcree1 5 s to 2n2ble rE:presentatives of 
t he " c o u n t e rv a i J i n Q p cw e r " ( e . g . c or, sum e r g _:r o up s • ·of f i c i 2 l s i n 
charge of national competition policy, offjcials of . · _ 
internationaJ organisstions), to take the · i~itiative of 
consultations. In addition, the consultations Er8 in ~ener~l 
15mited in their scope to the strictly trede policy aspects as 
c o v e re d · by s p e c 5 f 5 c p r- o v j_ s i on s . · 9 r o a de r , 2nd esp e c j a 11 y· , ... · 
macro-economic -c6nsiderations or interlinkages bttween ~arious 
policies are ~~rhaps not -given sufficient weight. The ·Panel . 
system now widely used in the GATT is dcs5pned to prtivide the 
basis for more objective assessment of the case end for the . 
£xercise of counterv2iJin~ powe:. Coulci further steps be rn2de· 
in this direction by allowing vario0s domestic or internatj.onal 
interest groups to ex~rEss the5T views? 

. . 

10 8 • · : T .i a 'de prob 1 ems are no 't n e c es s ·a r i 1 y re l ate d t o € x ; st j n q 
trade policies or practic~s bu·t, · as presently often the casf:, . . 

' • .. :.:::"-· _·. -rather.to ·major 't2nsjons _on·-specific markets r-esulting _._ from · ·-. :··· .. · · ~ 
:->?·_'~--- -.· .chang·~s in -demand . and in ccimparati;ve ·_ady?n'):age .. . -In· __ .sµch cases. · _.·.-.:: ... ··.· 
:':_-'=!-[:__·~- · there may' be '- a question wheth.er enTl-y ·consultst5ons · on ·c:merg•ng · : 

· : mErket imbalances befq~~ action is tak8n, taking into ~ccoun~ 
.__ macro-economic as ""ell as .trade aspects, - .could help ·to _fjnd _ ·. 

soluti-ons which represent an optimal. pol.5 cy-mix · _from . the point 
of ·view of economic efficiency and -of the functioning of the . 
tradjng system. ·· · · 

105?_.-. · _.:~·In .·reden't years·, ·:~j lh increased ' difficulties, :" th.ere has .: _..· 
... - been an ex·p·ansion of .consultetions ·on ·sectoral trade .· problems. -_·, ~-<_- .. 

With 'f~w exceptions, however; most · of these consultations ~hav~ _-
. ·. -·:. "' 

. _, ~-
.. --beeri bilat~ra1 ··,or··:on ·· a restricted basis o.utside the ···:-.- . . · . . 

·- ·.- multilateral · --framework. · while b"il_ateral' or · otherwise' .:: :_. :~· .. ·:· · :·- ._"- · 
· restricted consu·1 t-ations· _a.re recoprii sed as_ pa.rt of ·the· proc·es·~-- -

of .intern-ational co-operation, they -cannot be:: a substitute _· for; ·· : 

- - "".'"~ 

· .. but . should :be · integrated -in :_multil&teral · approaches to" :trade 
problems; ·: Iri-· 'fact few, :· 5:f any, :problems ·are · of a slrictly _ _ :··- · 

· bilateral · nature~ ·Solutions adopted m·ay · have impl·i cat ions . for . 
trade in genera·l ,- · we11 ·· bey end trade flows . bet ween the ·partners 

. involve·d ·and : ·even ~:the sector_ --or products concerned. · Bilateral 
-consul tafions ·-do ·· not always -ensure· ··that the inte·:-ests -of other 
partners _ are taken properly ' irito · account, end lack· the _kjnd of 
countervailing power wh5ch may b~ - necessery ·for the · . 
id~nti f.,ication of the optim.al solution ·for · international ·t:rade 

· and the · trading system as a whole· ■ -: · • • • • . . ,i • ' • • 

110. · To· sum up," there is a· case. for moTe use o·f broadly ·based 
fotms of multilBteral cons0ltation. The · question is, however, 
to decide on what -criteria an~ on whose ·initiative they should 



.. 
J. 

. . 

-.. . - , .... 
:~ - ,. ! . .:: .: : 

t~ · s~t i~ 80ti6n. Anothfr qufstion conc~rns the apprqpriate 
pertic!p~tion of countries, ~hich both allows all r~levant 
interEsts to be ~2~~n into sccount, but elso fec5lit~t~s frank 
end concrete· discussions. In sdd5tion, p2:-ticipation ·should · 
allo~ consult~tions to tske into ~ccouht the broad ~r economic 
aspects of the trade matters under consid~rsticn. Arrangements 
for such consultations should be essentiallv praornatic and 
evoid being too formeJ · or overburdening the.offi;1als inv~lvud. 

. ' 

· · · l l J. • W ha t-e v e r th E j mp :-o v Pm E n t i n the: me ch c1 n: s ms , t he s o 1 u t i on 
~f trade 2nd trade policy entirely Tests on political ~ill or .. 
good ~ill of partners. There is no way of im~csing decjsions, 
nor of enforcing appljcation of rules, which the countries in 
question would see as running ~gainst their apparent .~- 
interests. Neither compensation nor _retaliation is 
satisfactor·y f::.om an economic point of-· -view, sncl retaliat:5.on · __ · .. · 

· can be criunter-productive and harrnf~l for the tr~ding ' sy.stEm. · · 
Determination to safeguard the system! partly underpinned by 
the fEar of a chain reaction combinino imitation and -
r et2 li2tio n, s haul d be a strong 5- ncentiv? to f 5. nd mut ally .
acceptable £olutjons to tracie p~oblems. But, 5n addition, it 
is of paramount importanc£ that the funciomental interests of 
the verious partnits c~n be brought to li~ht 5n the process of 
international··tre~e co-operation. 

112. The ~recess ·of int~rnationai ·. co-oper~tio~ on irade · 

YO . 

.. _issues has been examined in this section frc~ the point of view 
of its __ pr-e ·sent apparent dsficienc3es and ·d5rec·tions in•·whrct1 ft 
might possibly be i.mprcved~ Th~ ir.iplic2.tions at" the ' · 
institu_tional level h-c!VE generally riot b2en considered. There 
is no suggi;;stion _that any additional organisation should. be set · .
up . . Nor · have suggestions been made as to the kind of adaptation · . .- _ ·< 
o~ improvem~nt in the present institutional arrangements which · · 
might be called for. It js clear, howEver, that there are a 
number of irr.portant issues in · this re:spcct w!"iich might deserve ··· 
consideration.·.._. . ·· _ · · · · 
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