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Preferential Arrangements Among Developing
Countries Negotiated in CGATT

FIVE-YEAR REVIEW

Note by the Secretariat

1. Paragraph 5 of the Protocol states, inter alia, that not later than the end
of the fifth year from the entry into force of the Protocol Relating to Trade
Negotiations Among Developing Countries, the Committee of Participating Countries
(CPC) shall undertake a major review of the arrangements under the Protocol to
determine whether they should be modified, enlarged or terminated. The Committee
of Participating Countries initiated the process of review of the arrangement

at its nineteenth meeting held on 30 January 1978.

2. Recalling recent discussions by the Committee on the question of enlargement

of the Protocol end the review of the arrangements carried out in connexion with
the annual reports submitted to the CONTRACTING PARTIES to the General Agreement,
members of the Committee who spoke on.this item et the last meeting, felt that

there was no question of terminating the arrangement. Possibilities for enlargement
were currently under consideration, and technical work relating to this matter

was being carried out by the secretariat. It was suggested that if any member had
proposals to meske concerning possible modifications to the Protocol, these could
also be discussed by the Conmittee. :

3. In teking note of the preliminary comments mede by members, the Committee
agreed to revert to the question of the five-year review of the arrangement &t
its next meeting, having as background a note by the secretariat summarizing the
main developments since the Protocol entered into force and drawing attention to
any comments or suggestions made by menbers which could be relevant to the five-

year review.
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4. For convenience, the main points of relevance have been brought
together under the follcowing headings:

I. The Protccol

II. Accegsions

III. Status of ratifications

Iv. Regional arrangements

V. Committee of Participating Countries
VI. Schedules of concessions

VII. Consultations
VIII. Rules of Origin

IX. Special meetings of the Committee of Participating Countries
X. Enlargement
XI. Economic co-operation among develcping countries
XII. Concluding remarks
I. The Protoecol

5. The background and objectives of the Protocol Relating to Trade
Negotiations Among Developing Countries and some of the issues that arose
during its negotietion and have since arisen in the course of its operation
are summerized in document CPC/W/35.

"II. Accessions

6. The Committee has agreecd that requests for =zccession would be considered
on a case-by-cese basis, having regard to the provisions of paragraph 1l&4 of
the Protocol. To the time of preparing this note, the Committee of Perti-

~ cipating Countries had approved requests by Paraguay aend Bangladesh to
accede to the Protocol without carrying out negotiations. The Protocols of
Accession of Paraguay and Bangladesh have been circulated in documents CPC/29
and CPC/35 respectively. Following the conclusion nf teriff negotiations
between Romznia and interested participating countries, the Committee
approved the accession of Romenia to the Protocol. The Protocol for the ;
Accession of Romania has been circulated in document CPC/43. A number of
other countries have expressed interest in the Protocol and have been
provided with background information on various matters including the benefits
which could acerue to them through the schedules of concessions and their
perticipation in furthering the work and objectives of the Protocol.

7. A secretariat note outlining possible terms and conditions which might
be appropriate where countries apply for accession to the Protocol without'
negotiations was issued as CPC/W/21. (Some general comments by members on
this matter appear in CPC/17, paragraphs 13-15.)
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8. A number of relevant points on formalities for accession in the light
of experience under the Genersl Agreement and various matters relating to
accession procedures under the Protocol have been sumsarized in

documents. CPC/W/28 and CPC/W/5T. respectively.

III. Status of ratlflcatlons

9. Up to the present ‘time, the Protocol Relating to Trade Negotiations
Among Developing Countries., which entered into force on 11 February 1973.
has been ratified by all the original signatory countries with the exception
- of the Philippines. A communication relevant to ratification of the Protocol
by the Philippines was circulated in CPC(SECRET)2. The Protocol has also
entered into force with respect to Bangladesh. Paraguay has signed the
Protocol ad referendum pending the completion of ite domestiec procedures
and Romania is expected to complete its ratification procedures in the
near future. ‘

10: At an earlier stage of the work.of the Committee, the suggestion was
made that pending ratification it might perhaps be possible for countries
which have not completed ratification procedures to implement the
concessions in the Protocol on a de facto basis (CPC/8 paragraph 12).

IV. Regional arrangements

'11. In connexion with the Declaration annexed to the Protocol, membership
both in the Protocol and in regional economic and trading arrangements among
_developing countries has not so far resulted in the notification of any =
problems for participating countries. Thus. participating countries members
of such arrangements have not found it necessary to invoke the- prov151ons of
the Declarata.on° . :

V. Committee of Participating Countries

12. The Committee of Participating Countries provided for in the Protocol
was estavlished for the purpose of giving effect to those provisions of the
Protocol involving joint action and generally with a view to facilitating
the operatlon and furthering the obgectlves of the Protocol. In addition
to concerning itself at its quarterly meetings with day-to-day issues, it
has focussed a great deal of attentlon on questions relating to enlargement
of the Protoco*.

13 The prov1s1ona1 rules of procedure of the Commlttee of Partmczpatlng
Countries adopted.at its first meeting were reproduced in document CPC/2.
These rules which may be amcnded, at any time continue to be applied by the
Committee. - ,
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14, The Annual Reports of the Committee of Participating Countries to the
GATT CONTRACTING PARTIES concerning developments in the preceding twelve-—
month periods have been circulated in documents L/4091 and Addenda, L/4238
and Addenda, L/L4412 and Addenda and L/L561 and Addendum. At the various
sessions of the CONTRICTING PARTIES and of the GATT Committee on Trade and
Developument, contracting parties have reviewed dzvelopments concerning the
operation of the Protocol and generally expressed support and encouragement
for the continustion and strengthening of efforts to increase preferential
trade exchanges among developing countries in the framework of the Protocol.
The Committee on Trade and Development serves as a forum for following
developments. and making proposals and suggestions in connexion with the
expansion of trade among developi.ag countries, which is ar important aim
of the Protocol.

VI. Schedules of concessions

15. Within the global framework of the Protocol, and taking into account
recent negotiations for the accession to the Protocol of Romania, partici-
pating countries have exchanged concessions covering some ThO teriff
positions or sub-positions in the CCC Nomenclature; approximately

20 per cent of the concessions relate to agricultural products and raw
materials and the remainder to processed products and manufactures.

16. Statistical details relating to trade in items covered by the schedules
of reporting countries during the period 197h-76 are shown as an addendum
to the last annual report of the CPC (L/4561/Add.1). The data availabie
from the same twelve reporting countries indicates that trade in scheduled
items increased sbout six~fold in terms of US dollars between 1972 and 1976
from $25 million to $140 million. While welcoming the continuation of the
trend towards the expansion of trade in scheduled items since the Protocol
entered into force, members of the Committee noted in preparing their 1976
annual report (L/L412) that trade flows with respect to certain scheduled
items remained small or negligible. The Committee referred to its intention
to examine the matter with a view to identifying ways and means of seeking
an acceleration of the expansion of trade in scheduled items to the mutual
benefit of participating countries. It was also mentioned that this
question might be appropriately taken up in connexion with work concerned
with the enlargement of the Protocol.

17. A decision establishing the procedure for rectificaticas of a purely
formal character to the schedules of concessions was adopted at the second
meeting of the Committee of Participating Countries (CPC/L4). - The question
of rectifications and modifications of tariff rates and trade régimes,
vhich may have implications for items included in the schedules of
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concessions asnnexed to the Protocol, has been considered by the Committee
of Participating Countries where notifications have been submitted by
certain participating countries adopting such measures. In these cases,
the relevant points have been examined by the Committee to the mutual
satisfaction of interested participating countries.

18. No questions have been raised in connexion with the renegotiation or
the withdrawal or modification of concessions under paragraphs T, & and 9
of the Protocol.

19. Up to the present, one participating country has invoked paragraph 11
of the Prctocol which permits the implementetion of measures limiting
imports for balance-of-payments reasons. This participating country
instituted a temporary prohibition on the import of two items included in
its schedule of concessions (CPC/18).

20. Participating countries, so far, have not found it necessary to
apply paragraph 13 - emergency action on imports of perticular products,
16 - temporary suspension of rights and obligations, or 18 - withholding
or withdrawal of concessions.

VII. Consultations

21. The obligation by participating countries to notify and, on request,
to consult on measures which have implications for benefits countries may
expect to derive from the arrangement was recalled at the seventh meeting
of the Committee of Participating Countries {CPC/17 paragraph 18). In
this respect, there is no record of consultations being sought pursuant to
paragraph 12 of the Protocol by any participating country.

VIII. Rules of origin

22. The secretariat has ecirculated a consolidated document containing
rules of origin, procedures, and documentation requirements applied in
_connexion with determination and certification of origin in participating
countries which is being kept up to date on the basis of notifications by
participating countries (CPC/10 and Addenda).

23. As provided for in paragraph 5 of Annex A of the Protocol, the Committee
in 1974 undertock a review of the rules of origin applied by participating
countries. The Committee noted that participating countries had not
encountered any problems in their trading relaticnships under the Protocol
with respect to rules of origin up to that time. The desirability of
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considering the harmonization of rules of origin at some future date was
stressed by some members who indicated that they would be ready to put
forward concrete proposals in this respect in due course. In the light of
comments made concerning possible harmonization, the Committee agreed that
it would revert to the subject at a later date (CPC/W/12, CPC/W/12/Add.l
and CPC/13 peragraphs 9-11).

24. Following the concern later expressed by a member that some stamps
being used by certain participating countries as well as certain bodies
certifying and issuing certificates of origin did not always correspond to
the information provided im document CPC/10 and Addenda, a number of parti-
cipating countries notified chenges to their lists of certifying bodies and
the stamps used since the procedures were originelly implemented. In order
to ensure that full benefits are obtained from the concessions contained in
the schedules annexed to “he Protocol, the appropriate authorities in
participating countries Lave been urged to use their best endeavours to see
that certificates of origin comply with the arrangements agreed to in the
context of the Protocol. Up to now, all participating countries having
ratified the Protocol, with the exception of Bangladesh, have provided the
information required concerning certification of origin procedures.

IX. Special meetings of the Committee of Participating Countries

25. Special meetings of the Committee of Participating Countries, to which
all developing countries were invited, took place in November 1973 and

July 19T4. At these meetings, representatives of participating countries

and representatives of a number of countries not participating in the Protocol,
recalled the historical background of the Protocol Relating to Trade Negotia-
_tions Among Developing Countries and exchanged views, inter alia, on the
questions-of accession to .and possible enlargement of the Protocol (CPC/S/2
and CPC/S/3). Representatives of developing countries not participating in
the Protocol were asked to indicate any particular problcms their governments
might have in relation to the Protocol so that possible approaches to such
questions could be considered (CPC/W/1l end CPC/13 paragraphs T-8). Procedures
for accession to the Protocol and the basic procedursl steps that would serve
tc facilitate the process of accession were circulated in CPC/S/1. Other
issues raised at the special meetings included the following: special
treatment for the least-developed countries; nature, number and value of

the concessions which might be made by countries considering accession to

the Protocol; the question of compatibility of membership in regional
arrangements with acceptance of the Protocol; and a possible work programme
aimed ot the continued expansion of trade among developing countries on e
preferential basis in the framework of the Protocol.
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X. Enlargement

26. Paragraph © of the Protocol provides that the Committee shall keep
under review the possibility of promoting negotiations for additions or
enlargements to the schedules of concessions and may at any time sponsor
such negotiations. ~ ~

27. As mentioned earlier, a number of developing countries have indicated
interest in the Protocol and have been provided with welevant information
by the secretariat. Some of these countries have made use of the procedures
for accession conteined in CPC/S/1.

28. During the five-yvear period coversd by the review, and taking into
account other relevant developments including developments in other inter-
national bodies, the Committee has given close consideration to matters:
relating to the enlargement of the Protocol with a view to the expansion

and greeter liberalization of trade among developing countries.l Noting
that there was a general consensus on the importance of a further round of
trade negotiations at the appropriate time, open to all interested developing
countries, which would cover tariffs and other trade measures in the frame-
work of the Protocol, the Committee agreed to ask the secretariet to initiate
the collection of technical dats that may be helpful in assessing prospects
to this end, having regard to the need for giving priority attention to :
metters relating to the multilateral trade negotiations. It was expected
that the question of timing and other pertinent points in connexion with a
new round of trade negotiations among developing countries would be taken up
at a later stege in the light of all relevant factors including the conclusions
to be drawn from the technical data, developments in the multllateral trade
negotiaticns, ete.

lMatters taken up in relation to the enlargement of the Protocol have

been summarized in documents CPC/W/11, CPC/W/1k and Add.l, CPC/W/16, CPC/W/1i8,
" CPC/W/22, CPC/W/32, CPC/W/L1 and CPC/W/L3; as well as in CPC/l paragraphs 9~10,
CPC/5 paregraph 6, CPC/6 parasgraphs 3-6, CPC/8 paragrephs 3-11, CPC/9
paregraphs 3-4, CPC/13 paragraphs T-8, CPC/lT paragraphs 3-12, CPC/22
paragraphs h—l), CPC/2k paragraphs L—l6 CPC/30 peragraphs 5-19, CPC/31
paragraphs 4-15, CPC/33 paragraphs h«lQ, CPC/36 paragraphs 4-13, CPC/37
peragraphs 3-12, CPC/38 paragraphs 3-11, CPC/40 parsgraphs 3-11, CPC/41 -
peragraphs 3-6 and 9-11, CPC/LU2 paragraphs 3-4 end 7-8, CPC/Lk paragraphs 3—7
and 10-13 and in CPC/S/l CPC/S/2 and CPC/S/3.
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29. Progress reports on the collection of basic data that may be helpful

in assessing the prospects of & new round of trade negotiations among

developing countries in the framework of the Protocol, including a list of

. countries having expressed their wish to participate in the preliminary woirk,
have been circulated as CPC/W/L5, CPC/W/L49, CPC/W/52 and CPC/W/55.

30. In connexion with the expansion of trade emong developing countries in
the framework of the Protocol, & number of preliminary suggestions concerning
negotiations have been made including the possibility of negetiating linear
tariff reductions in respect of major categories of developing country
imports from other developing countries and the reduction or elimination of

- non-tariff measures among interested developing countries (CPC/8

paregraphs 6-11 and CPC/30 parsgraph 18). A number of points that would
need to be ccnsidered, at the appropriate time, in connexion with the
initiation of a new round of trade negotiations among developing countries
appear in CPC/W/32.

XI. Economic Co-operation Among Developing Countries

31. As agreed by the Committee, & paper (CPC/W/35) describing the historical
- background of the Protocol as well as its objectives, evolution, performance
end prospects was circulated to all developing countries. A condensed
version of this document was made available to delegations present at the
1976 Mexico City Conference on Economic Co-operation Among Developing
Countries. The measures for economic co-operation among developing countries
adopted at the Mexico City Conference call, inter alia. for the establishment
of a global system of trade preferences among developing countries with the
objective of promoting the development of netionsal production and mutual
trade. In this connexion,; the UNCTAD Secretariat was requested to undertake
a detailed study on the various aspects of such a system, covering trade and.
other matters, taking full account of existing experiences and of the need
for co-—operation with other related schemes in developing countries and in
co-operation with GATT and the regional commissions of the United Natioms.

32. An updated version of the secretariat note referred to above was
circulated to the Secretariats of regional and sub-regional groupings and
other internetional orgenizations participating in the Working Party on
Trade Expansion and Regional Economic Integration Among Developing Countries
held in Geneva in April 1978 pursuant tc an invitation arising from the
Mexico City Conference. The purpose of the meeting was to draw up for
consideration by the Group of 77 guidelines for measures of support for ECDC
at the inter-regional level, the establishment of links among developing
country groupings, facilitation of participation integration schemes and any
machinery required for these purposes.
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33. The question of economic co-operation among developing countries has
also come up at meetings of the Inter-Agency Group on ECDC established by
the ACC Preparatory Committee. Contributions describing, inter aliea,
relevant activities in the framework of the Protocol have been provided
by the secretariat to other international organizations and agencies
participating in the work of the Group.

34, Following a request by the UNCTAD Secretariat and taking into account
the present functions of the Committeec as well as its likely future rdle
in connexion with a2 new round of trade negotiations among developing
countries, the Committee instructed the secretariat to invite the UNCTAD
Secretariat to its meetings as an observer unless, prior to a particuler
meeting, consultations indicated that there was a desire on the part of the
Committee to meet without the presence of observers (CPC/31 parazraph 2).

ZII. Concluding remarks

35. As indicated at the beginning of this note, certain member couantries
in offering some preliminary comments with respect to the five-year review
stated their belief that there was no question of terminating the Protocol.
It would appear to be the case that the initial experience of this
ploneering effort at inter-regional trade relations among developing
countries has demonstrated that such a system can work in favour of the
interests of developing countries on the basis of complementarities in
their production and trading patterns, taking into account regional and
sub-regional trade and economic groupings. Statistics collected by the
CPC have shown a2 significant growth in trade in the scheduled items of
reporting countries from very modest levels before the Protocol entered
into force. While members had noted that trade in certain scheduled items
had shown little or no increase since the Protocol had been implemented,
there was a feeling that this was a matter for the Cormittee to take up at
the appropriate time,. with a view to identifying any problems that might
exist and seeing whet might be done to encourage the development of such
trade.

36. The Committee of Participasting Countries has meintained its regular
schedule of quarterly meetings throughout the five-year period under review.
In addition to housekeeping matters, the considerable time devoted to
enlargement of the Protocol reflects the interest of participating countries
in putting the zgreement on a more substantial and broad-based footing. The
fact that some fifty developing countries, from all regions of the world,

are participating in the preliminary technical work to examine the possibili=~
ties of a new round of trade negotiations smong developing countries, is a
further demonstration of the wide-ranging interest in the Protocol by
participating and non-participating countries alike.
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37. No proposals have so far been made by participaeting countries for
modification cf the Protocol. It is understood that even though paragraph S
of the Protocol specifically mentions the question of determining,

inter alia, whether the Protocol should be modified as a result of the five-
year review, there is nothing to prevent such proposals being put forward
at any time and comsidered for adoption in accordance with its paragraph L.
It would therefore be up to the Committee to consider any proposals for
modification which members might wish to put forward in the light of work
currently teking place including that relating to enlargement of the
Protocol.

38. In accordence with the provisions of the Protocol and against the
background of the information furnished above, the participating countries
should now decide whether the arrangements set out in the Protocol should
be modified, enlarged or terminated in the light of developments during its
initial five years of operation.



