participate in a2 number of multilateral institutions, such as the GATT, the QELD
and the IMF, and any negotiations will have o take into acsount each country's:
multilateral esonarnic cbjectives and policy obligations. With regard 1o the

external environment, the follawing points warrant particular attention.

° Partlv as a result of past internationzl cooperation in the economiz
and trade systerms, the world economy is much more integrated today
than ever before: national ecomomies are increasingly linkee through
flows of goods, services, capital and people.

? Bv 1957 the staged tariff reductions agreed to by the participants in
the Tokyo round of multilateral trade negotiations will be fully
implemented. The new codes extending and clarifving the GATT
rules gaverning the use of non-taritl twade measures, which were ais
adopted in. the Tekvo round, have led the members who have signed
the codes 1o amend their domestic trade legislation to maxe i1
conform with their new rights and obligatians. Seme off these
changes have given rise to additienal conflics among GATT
members. while others have effestively reduced earlier scurcas of

contlict.

. The werld economy continues to undergo maior structural
adjustments; numersus industries, particularly in the tradiiional
manufacturing sectors, are moving w new logations of proguciion.
sspeciallv in the Newly Industrialized Countries (NITsh the glder
develgped countries are maturing and have entered a pos:-indusirial
stage of development; and global production is betoming more
specialized internatianally.

" Resistznce to the adjustment progess in the form of pratecticnist
mezsures and other “defensive” adjustment policies has hecome a
majer problem for the sybstance amd management of iAternationai
trade and sconomic relations, both betwesn developed counties and
in a2 Nerth-South ¢ontext. -

" The rise in protectionism is characterized by 2 pregccupation with
bilateral and/or sector trade balances, the use of non-tarifi
measures. frequently applied eutside the rules developed under the
GATT, and the resort to trade protection when the real cause of the
probiem is macreeconemic policy imbalances, or domestic-economic
changes. As such; the current rise in protectienism not only disrupis
international trade and investment flows but also weakens the basis
CATT oprinciples of non-discrimination, predictabilizy and
transparency for trade policy. y



