
The Government agrees with the Sub-Comniittee's recommendation that Canada
should encourage revisions to the Dispute Settlement Understanding (USU) to
provide more effective means to encourage Memnbers' compliance with WTO obliga-
tions and with the rulings of the Dispute Seulement Body (DSB). The Government
concurs with the Sub-Conimittee's observation that compliance with WTO obligations
and the implementation of WTO panel and Appellate Body Reports is central to the
integrity of the dispute settlement system. In most cases, Members comply. In those
limnited instances of non-compliance, the USU currently encourages compensation or
authorizes retaliation as temporary responsive measures pending compliance. Neither
option is always viable or effective. Moreover, retaliation involving trade sanctions
runs counter to trade liberalization objectives, can frustrate business and consumer
interests and escalates bilateral tensions between trading partners.
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