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INTERVIEW

GATT Round 1973

Interview with Mr Hans Konig, Director of the German Committee of the International
Chamber of Commerce, Cologne

Mr Kbnig, even though the
Kennedy Round was a great
success, the demand for an-
other GATT Round is gaining
ground. What, in your opinion,
are the principal problems
which have to be solved in the
next Round?

| see one of the main problems
in the tendency of many govern-
ments to adopt, more or less
openly, a protectionist stance,
with the result that the unwritten
rules of international conduct as
well as binding international
commitments are no longer re-
ceiving suificient atiention. New
progress is necessary if what
has been achieved by the liberal
world trade system is to be pre-
served. The monetary crisis in
the second half of last year —
which, as the recent events in
connection with the pound ster-
ling showed, has by no means
yet been resolved — demon-
strated that the present system
of world trade must be review-
ed and revised. In the 25 years
since its inception there have
been several structural changes
which call for amendments and
modifications to be applied to
the existing system. | wish, first
of all, to draw attention to the en-
largement of the EEC from six to
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ten, which in itself, under GATT
rules, requires the initiation of
compensatory negotiations.

| should say that, besides, the
following problems would have
to be taken up at another GATT
Round:

[J the problem of the regional
integration, especially EEC;

[ the shift in trade obstacles
from tariffs to non-tariff barriers;

[] the protectionism in trade
with agricultural products;

[] the problems of the devel-
oping countries;

[] the need for structural adjust-
ment in the industrialised coun-
tries to make sure of as untram-
meled and mulitilateral trade rela-
tions in the world as possible;

[] the question of a sufficiently
strong international institution to
supervise further liberalisation
measures;

[l an attempt at harmonising
economic policies to accomplish
some measure of international
coordination between the various
countries.

Although trade in the indus-
trial goods sector has been
expanding since the Kennedy
Round owing to the 35 p.c. cut

in tariffs, there is a demand
for the complete removal of
all tariffs on semi-manufactures
and manufactures. How could
this problem be approached in
the framework of another GATT
Round?

There is undoubtedly still
scope for further cuts or even the
suppression of alltariffsinthein-
dustrial goods sector. General-
ised tariff cuts would have the
advantage of lessening the dif-
ferences between the regional
integration areas and third coun-
tries. The possible negative ef-
fects of increased regional inte-
gration in the wake of the EEC
enlargement on world trade and
on the nations taking part in it
would thereby be greatly allevi-
ated.

Agreement on a number of ba-
sic principles would, however,
have to be sought from the out-
set. In the first place, an exact
time-table would have to be
drawn up, not necessarily for the
removal of all tariffs, but at least
for annual rates of reduction and
for a lower tariff level definitely
to be attained by the end of a
certain period. Secondly, agree-
ment would have to be reached
on the method to be chosen. The
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international Chamber of Com-
merce believes that, despite the
difficulties encountered during
the Kennedy Round, the linear
method again merits to be pre-
ferred in the next round of GATT
negotiations, even though in cer-
tain instances this method will
have to be coupled with a sector
or product-by-product approach.
Besides, it must be taken into ac-
count that there are certain in-
dustrial goods for which exemp-
tions will have o be granted be-
cause they are needed for rea-
sons of national security or con-
sidered as “sensitive” requiring
structural adjustment grants be-
fore they can stand up to inter-
national competition. On the
other hand, there are two types
of customs duties which could be
dealt with in afirst phase — “triv-
ial“ duty rates which are of no
practical significance and the
anomalies in the various tariffs
structures (tariff disparities).

From the point of view of the
international Chamber of Com-
merce there is one point which |
should like to make in this con-
text: Business circles have al-
ways felt that tariffs are a more
straight-forward instrument of
trade policy and easier to assess
than the many hidden trade ob-
stacles of a different nature, be-
cause they can be allowed for
more easily in costing and plan-
ning. So we should not like to
see the tariffs reduced or re-
moved in the industrial goods
sector only to be confronted with
a mushroom growth of other
trade obstacles instead.

Non-Tariff Barriers to Trade

Success in regard to the re-
moval and harmonisation of the
non-tariftf barriers to trade has
hitherto been no more than
modest. Do you share the view
of GATT that a multitude of op-
portunities for further progress
towards trade liberilisation ex-
ists in this sphere?

When the latest GATT nego-
tiations were over, the Internatio-
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nal Chamber of Commerce turn-
ed its attention immediately to
the question of the non-tariff
barriers. We think like GATT
that there are good prospects
for reducing and harmonising
some of the non-tariff barriers.

It must be borne in mind, how-
ever, that the non-tariff barriers
comprise a large number of wi-
dely varying measures with only
one thing in common: they all ob-
struct trade. We think it would be
useful if they were divided sys-
tematically into two groups. One
group belongs to the sphere of
trade policy and includes quanti-
tative restrictions, export subsi-
dies and a large number of
“para-tariff* obstacles to trade.
The second group consists of
measures concerning technical
specifications, regulations on hy-
giene, statutory provisions on
foodstuffs, agricultural policy,
social policy, structural adjust-
ment policy and indeed many
others. A priori, measures be-
longing to this second group are
not intended as trade protec-
tion measures but when applied
in practice they can have this
effect.

A Differentiating Approach

This difference should be kept
in view when GATT deals with
the problem. For the first group
of non-tariff barriers it will cer-
tainly be necessary to obtain
binding regulations. Some rules
already exist but are not always
observed. There are, for instan-
ce, the quantitative restrictions
which have been banned by
GATT. Care must be taken that
these regulations are heeded in
practice. As for the second
group, it will not be possible to
deprive the governments of their
freedom of action, as it is a quite
legitimate task for any govern-
ment to lay down safety stan-
dards or specifications for, say,
machines. The aim should rather
be an international harmonisa-
tion of these standards and spec-
ifications. In so far as this cannot

be done within a reasonable time
consultations between govern-
ments should be arranged. More-
over, an attempt should be made
to draw up rules of good conduct
to deal with certain distortions.
Take pollution control as an
example; most industrialised na-
tions are giving this problem top
priority. Quite a number of new
charges have been or are being
imposed on manufacturers and
consumers in the interests of en-
vironmental policy. These may
impede commerce, unless they
are coordinated from the outset.
A case in point are the imposi-
tions on automobile manufactur-
ers in the USA which serve the
protection of the environment.
There should be a far-reaching
international coordination in this
field, preferably before statutory
measures have been taken on
the national level, since it is as a
rule easier to coordinate national
regulations before they have pas-
sed into legislation than after-
wards.

Would it not be much easier
to find solutions for some of
these problems—e.g., questions
of standardisation—through an
unofficial body such as the In-
ternational Chamber of Com-
merce?

There exists another internatio-
nal organisation which has been
dealing with such questions of
standardisation for a long time:
the International Standardization
Organisation — 18SO. We are co-
operating with it very closely on
questions with a bearing on tech-
nical standard specifications.
There are other fields in which
the International Chamber of
Commerce has succeeded in
harmonising diverging standard
regulations without governments
having to take action. The Inco-
terms for business transactions
(cif, fob, etc.) and the uniform
rules and customs for documen-
tary credits may be instanced.
Similar examples can be men-
tioned in transport, marketing,
the protection of inventions, etc.
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The extremely restrictive trade
practices of the industrial coun-
tries in the agricultural sector,
which hit the developing coun-
tries particularly hard, are per-
haps politically the most deli-
cate problems. What steps are
necessary and practicable to
remove the trade barriers in this
sphere?

Agricultural Protectionism

it will not be possible to com-
plete a successful round of liber-
alisation measures for industrial
goods unless some new arrange-
ments are reached as well for the
trade in agricultural products. We
are aware that a number of im-
portant trading partners feel dis-
inclined to agree to more liberal-
isation in the sphere of industrial
goods unless a modicum of lib-
eralisation materialises in the
agrarian sphere at the same time.
The trade in farm produce has of
course for some considerable
time obeyed rules of its own
which are not really compatible
with the rules of conduct in a
market-orientated economy. it is
a fact that farming productivity,
and thus farm production, has
risen very substantially, more
particularly in the industrialised
countries, while political and so-
cial considerations have com-
pelled governments to assure
those employed in agriculture of
incomes which stand comparison
with those prevailing in manufac-
turing industry and the services
sector. In consequence the na-
tional farm sectors have been
largely protected from outside
competition. ! think that agricul-
tural protectionism is a problem
existing in the relations between
the countries of the temperate
zone — Europe, North America,
South Africa, Australia, Argen-
tina, New Zealand — rather than
between industrial nations and
developing countries.

It is very difficult to make a
forecast about possible steps to-
wards liberalisation in this
sphere; a wholly satisfactory so-
lution can only be achieved by
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structural changes in agriculture
for which all industrial states are
striving. However, some imme-
diate measuresto ease the situa-
tion in international agricultural
trade should certainly be intro-
duced in the near future. For the
Kennedy Round the EEC made a
proposal which is as topical as
ever — to “freeze” the support
measures at a certain level.
There is another possibility — to
set aside a certain proportion of
any growth in consumption in the
various countries for imports, so
that exporters in other countries
do not feel shut out altogether.

A System of Uniform Subsidies

A comparison of the support
systems for agricuiture in var-
jous industrial states indicates
the existence of the most di-
verse variants. Would it be pos-
sible to achieve a uniform sub-
sidy system for the industrial
countries?

[ do not see much chance of
this being done. The farming
policies have grown historically,
with the result that it would be
extremely difficult to change over
to a uniform system. When we
set up the agricultural market of
the EEC, we saw that agreement
was possible rather on “adding
up“ the existing agricultural
measures than on a synthesis of
the various agrarian policies, for
each member naturally wanted to
keep his national advantages
within the European system. It
would hardly be desirable or
practical to attempt a similar pro-
cedure on a world-wide basis.
Some realignment will perhaps
be achieved by the entry of
Great Britain, Eire, Denmark and
Norway into the Common Mar-
ket. Incidentally, it is doubted
whether the British Government
would have been able to keep up
their present system of direct
subsidies much longer because
of its increasing impact on the
budget.

Could this problem perhaps
be eased in the long run by

making more use of structural
policy?

Undoubtedly it could. A reduc-
tion of the population employed
in farming, which has already
gone a long way in the past 20
years and will continue, should
result in greater productivity and
profitability for farm enterprises.
in the EEC we possess today al-
ready agricultural units which
operate very profitably, but also
others which, in spite of the
EEC’s agricultural regulations,
can neither live nor die. Given a
sound and consistent structural
policy, many of the problems in
the agricultural sector which are
today felt to be pressing may no
longer be with us in ten years’
time. And in the short term a new
GATT Round must be used to ex-
plore ways leading to a modicum
of mutual concessions so as not
to imperil a successful solution
in the industrial goods sector.

International Divislon of Labour

In spite of the preference sys-
tems adopted by some western
industrial countries, the coun-
tries of the Third World are
pressing for a more sweeping
redistribution to their advan-
tage as part of the international
division of labour. Do you see
a possibility of these claims of
the developing countries being
given more consideration by the
industrialised nations at the
next GATT Round?

It goes without saying that the
international division of tabour
cannot be altered by signing a
treaty. All one can do at a GATT
Round is to attempt to bring
about more favourable condi-
tions for a shift to a better inter-
national division of labour.

In the view of the International
Chamber of Commerce it is de-
sirable that the concessions
which the industrialised coun-
tries grant each other in a new
liberalisation round should auto-
matically, without reciprocity,
apply to the developing coun-
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tries. In certain circumstances
the granting of such concessions
could be accelerated in favour
of the developing countries. Fur-
thermore, an increasing integra-
tion of the developing countries
into the world economy would
have the effect of improving the
economic structure of these
countries and thereby the struc-
ture of their exports; for so far
the developing countries have in
the main been exporters of raw
materials and agricultural prod-
ucts. These commodities do not
as a rule compete with agricul-
tural exports from temperate
zone countries, but the demand
for them—e.g. cocoa and coffee
—is very inelastic.

On the other hand, the com-
bined effect of all the various
obstacles to trade facing their
products in the industrialised
countries is that the developing
nations are not or cannot be-
come competitive in the mar-
kets of the developed countries?

This problem will certainly
play an important role in the next
GATT Round, and this for two
reasons: First, among the GATT
members are a very large num-
ber of developing countries, a
fact which is occasionally over-
looked. And secondly, this GATT
Round is intended to prepare the
ground for the continued and
stable development of world
trade on the basis of an adequa-
tely adapted multilateral system.
This is impossible if the problems
of the developing nations do not
receive consideration. So efforts
will have to be made to draw up
trade arrangements which do not
impose additional handicaps on
the developing countries but
ease their plight. Association
agreements and generalised pre-
ference systems alone will not
do, especially since the benefi-
cial results of tariff preferences
are sometimes over-estimated
by developing countries.

It will scarcely be possible to
resolve the trade conflicts in
the agricultural and industrial
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goods sectors without further
development of the statutes of
GATT. In the past Article XXIV
has been an especially conten-
tious issue. It is the basis of
EEC and EFTA, although back
in 1947 it was not designed for
economic mergers of this size
and significance. What is your
view of this world-wide tenden-
cy towards the formation of
blocs?

1 do not think that this ques-
tion can be posed in such gen-
eral terms because there is a dif-
ference between a regional inte-
gration, e. g. in EEC, of countries
at a similar economic level and
in a continuous geographical
area and an attempt at economic
amalgamation of countries sepa-
rated by vast distances or at dif-
ferent stages of development.
The conditions under which the
integration process is being car-
ried out will also affect one’s as-
sessment,

But let me say a little more
about Article XXIV and the EEC.
Article XXIV was not designed to
provide for minor arrangements
only. The minutes of the talks on
the setting-up of GATT in 1947
show that the possibility of a
West European integration was
kept in view at that time already.
It was at British request that the
free trade zone was included as
a second possibility. To that ex-
tent it is unrealistic if the com-
patibility of EEC — which is after
all on the way to becoming a real
economic and monetary union
with harmonised social, regional,
financial, etc., policies — with
Article XXIV is being questioned
again and again. Besides, it is
one of the principal aims of a
new GATT Round to remove dif-
ferences or discrimination which
might be caused by the enlarge-
ment of the EEC.

International Rules of Conduct

Would not all members have
to reach agreement on the form
which necessary exemptions and
adjustments are to take, and on

international rules of good con-
duct, if more trade liberalisation
is achieved by another GATT
Round?

Yes. Certain rules of conduct
are already contained in the pre-
sent text of the GATT Articles.
It may be sufficient to tighten
them by a supplementary proto-
col, e. g. in the case of Article
XIX. Clear provisions however
will, in addition, have to be made
for regulations on exemptions
and adjustments and also for
complaint, consultation and arbi-
tration procedures. No Govern-
ment can be denied the right to
take certain temporary measures
when faced with some political
or economic situations. But this
ought to be done in conformity
with uniform rules which ensure
that deviations from the normal
regulations do not apply longer
than necessary.

Upgrading of GATT

This would presuppose that
the GATT Secretariat is greatly
upgraded and the individual
countries feel obliged to accept
the new rules of conduct.

I consider these two prerequi-
sites indispensable. | mentioned
earlier that in the past ten years
governments have been increas-
ingly predisposed to neglect
their international commitments.
That is why the GATT Secretar-
iat — which has less power than
many other regional or interna-
tional organisations — needs
strengthening. And all members
will have to help towards this
end by surrendering a small part
of their national sovereignty. Lim-
ited as its powers are, and with
a very small staff, GATT has
done excellent work in the past.
Whenever the Director-General
chose to speak, the government
concerned has felt at least under
some moral pressure. In future it
should be given the means not
only for preparing and conduct-
ing further negotiations, but to
watch over agreed regulations
and rules of conduct.
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