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BETWEEN INDIA, TH# UNITED LiR4LB REPUBLIC LND YUGOSLLVIA

Recport of Working Farty

1. The Working Party was established by the Council at its mecting on
10 September 1969 with thc following terms of reference:

(i) to consult with India, the United .irab Republic and Yugoslavia, as provided
* for under paragraph 1(b) of the Deecision of 14 November 1968, with respect
to the Protocol of 16 July 1969, amcnding the Tradc Expension and Economic
Co-operation..grecment of 23 December 1967, and to report to the Council; and

(1) to carry out the review of the Decision of 14 November 1968 -as provided in
paragraph 1{c) of the Decision, and to report to the.Council with a
recommendaticn as to its extension, modification or termination.

2.  The Working Party met on 26 Scptember 1969, 18 December 1969 and 2, 3 and
6 February 1970, under the cheirmenship of Lmbassador H. Gros Espiell (Uruguay).

3. The mein documents beforc the Working Party were L/2980/4dd.1 - Tripartite
bgreement and Common List: L/3132 - Decision of the CONTRLCTING P.LRTIES of

14 November 1968: L/3242 - Protocol imending Trade Expension and Economic
Co-operation igreement of 1967 and List of Products added to the Common List:

L/3285 and Corr.l - Report submitted by the participating States on the operation of
the igrecment; information on Trade Coverage of the Speciel Tariff Concessions
listed in the new Protocol and the most-~favoured~nation tariff rates concerned;
statisticel information for the review of the Decision of 14 November 1968, and a
list of qucstions addressed to the participating States.

4. In an opening statement on bchalf of the participating States, the represcntative
of Yugoslavia refirred to his statement to the Council at its mecting on

10 Scptember 19697, in which he had explained that, by signing thc new Protocol, the
participating countries had agrecd to reduce, as betwcen themselves, cxisting most-—
favoured-nation rates for a further fifty-seven tariff headings and sub-headings on

Isec document C/M/57, page 4.
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products originating in the three countries. The new Protocol, which was to
enter into forcec on 1 October 1969; would becomc part of the initial igreement
and would conscquently remain in force during the pocriod of operation of the
Agreemcnt. The same considerations which had guided the participating States
in concluding the igrecment had motivated them to ¢xtend its scope. In their
view, the extension of the Agreement would contribute tc the expansion of
international trade. The troeatment acccorded to thoe added tariff headings
corrgsponded to that of the seventy-scven teriff itoms which were covered by the
initial ALgreemont. He confirmed thet the signatories would be willing to consider
the integraticn of the mutucl concessions into a wider arrangement thet might oo
set up through the ngrcgn;nt which was now under discussion in the Trade
Negotiations Committes of Developing Countries.

5. Other members of the Working Party welcomed the idea of working cut new
techniques of CO-OpETs, tion among developing countries. In their cpinion tho
Agreenent and its cxtension by the new Protocol could be regarded es o further
step in the process of improving the economies of the countries concerned.

6. ~ During the discussion certain members of the Working Party stated, with
reference to peragraph 1(b) of the Decision of 14 November 1968, thet they
regerded the new Protocol as o substantial modification of the initiel hgrecment.
In some cases e relatively large velwic of trade was involved. The additional
Protocol thus constituted an important extensicn of the Lgreement. These mombers
cf the Working Perty comsidercd that the three countrics should have given more
time for consultetion before thc Protocol came into force. :

7. In reply, thé represcntative of the participating States pointed out that
in their view the modification of the Lgrecment could not be regarded as being of
a substanticl nature. This wes evident from the statistics indicating the tradc
involved in the ncw items. Furthermere, they had notificd the Protocol to the
CONTRACTING PLRTIES on 6 iugust 1969 This subsequently had been subject to a
discussion in the Council, and as directed by the Council the examination in the
Working Party had started bcfcre the Protocol came into force.

8. In reply to the question as tc the basis on which the fifty-seven items were
added to thc Common List, the represcntative of the participating States explained
that the same recsons ha d guided them in sclecting the fifty-seven items which had
determined the cheice in the case of the initial seventy-scven items. The purpose
of the extension was to create new and additional trade exchanges between the

three countries while at the seame timc care had been tcken to aveid undue injury

to the trading interest of third countrics, particularly developing countries.

The representative pointed oub that nonc of tho traditicncl oxport products heod
been considered for inclusion in the extended Common List. The attention of tho
Working Party wos drewn te the foet thot the intra-trade in the fifty-seven added
tariff items did not excecd 0.8 por cont of total imports, as could be scen from
the statistics supplied by the participcoting States. The proposed additions o the
commodity list therefore swumed to correspond to the nre-condition that the goods,
subject to profaercences, Shuuld be of 2 non~traditional naturc¢. He further cxpinined
thet it hed buun decided to expand the trade coverage of the hgreement by including
fifty-seven itums in the now Protocol se that the items satisfying the criteria of
non-treditional products and thus unlikely to cause injury to its trading partncrs
could be more adequately covered and thus contribute to 2 morc fruitful implcomen—
tetion of the arranguments, tcking into account the cbjectives of the hAgreement.



9. Some members of the Working Party welcomed the extension of the Agreement to
cover other products since in their view the limitation of the Agreenent to a
narrow range of products could have certain restrictive trade effects. They felt
that the Agreement was an interesting experiment and hoped that the efforts of the
participants to promote trade expansion and economic co-operation would be .
successful. Some members in welcoming the new developments under the Agreement
reiterated the hope expressed by them on past occaslons that the Agreement would
not result in discrimination among developing countries. = It was pointed out by
some other members that in future annual exaeminations of the Agreement it would be
necessary to consider the Agreement from the standpoint of the p0551b¢lﬁtles that
it might open up for creating mors trade flows, fuller utilization of existing, .
and establishment of additional production capacity.

10. Members of the Working Party from developing countries, while supporting
fully the initial Agreement and the new Protocol, emphasized that suiteble
technicues will have to be found by which the benefits of these arrangements could
be shared with other developing countries. One of these members further pointed
out that, in his view, in the course of the current negotiations between
developing countries, the concessions embodied in the A:reement and the new

Protocol should automaulcaily and w1uhou+ compensation He sxtended to all
developing countries

11. In reply the three participating States made refersnce to paragraph 1C of
the statement_ the representative of Yugoslavia had made to the Council on
7 March 19681, which reads as follows:

"The Azreement embodies the results of 2 more intensive effort on
their part to complete the negotiaztions which had been started a long time
ago in the GATT. In fact, thesc negotiations were based on recuest lists
which had been exchenged in the {ermedy Round of negotiations.™

They repeated their willingness to siare with other daveloping countries the
advantages of the Agrecment as amended by the new Protocol and to consider
incorporating it into any wider international arrangement which might emergs out
of the current nezotiations in the Trade Nejotiations Committec of Jdeveloping
Countries. Their intention tc consider extending the Agreement to other
developing countrics by negotiations was evident from the fact that they were
actively participating in the work of that Committec. They felt, however, that 1
would be premature to indicate at this stoge the way in which the Agreement could
be incorporated into such = wider arrangement, since the Committee was stili
discussing ground rules for trade negotiations and only 2 small number of
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countries had exchanged final request lists. - They therefore found it
to awail the outcom: of the discussion in the Trade Negotiations Committee a
they hoped that tho actual negotiations wowld progress rapidly.

d

12. With regard to the operation of the initiazl Agreement, the representative of
India, speaking on behalf of the participating ‘tLtLS’ roicrroc to the report thc
three countrics had submitted to the CONTRACTING PARTIES.< He pointed out that in
the view of the three countries, the results of the operation of the Ayreement werc
modest, but c¢ncouraging, cspecially as the Agreement was experimental in nature.

lDocument L/BO%Z, page lz.

2. . ‘
Circulated in document L/3285.
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In their view it was too early to assess its full impact on the economies
concerned, particularly in regard to 'such aspects as its potential for creating
new tradec and establishing additional productive capacities accompanied by
economics of scale. As developing countries they had faced many administrative
and other practical problems during the initial perlod of implecmentation of the
Agreement. When it had been in operation for a longer time, the participating
States would gain sufficient experience in regard tc its implementation and the
contracting parties wouwld be in a better position to judge it from the several
aspects referred to above., It would therefore be desirable that any further
decision of the CONTRACTING PARTIES should cover fully the remaining period of
validity of the Agrecment, i.e. until 31 March 1973. The three governments were
eady to submit to the CONTRACTING PARTILS annual reports on the operation of the
Agreement. If any contracting party considered it necessary, they were also
prepared to make the opcration of the Agreement subject to examination by a
Working Psrty. They stood ready further to enter into immediate consultation
with any contrgcting party which experienced difficulties in regard to the
operation of the Agrecment, as amended by the new Protocel. They had already held
between the meetingsof the Working Party with intcrested delegations informal
consultations regarding the ncw Protocol and the operation of the initial Agreement
end they hed found such consultations useful.

(o]
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13, Thae Working Party took note d

X g cdditional statistical information provided by
the participeating States at the request of
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of members of the Working Party and of
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replies made by them to questions put to them during the discussions. The
representative of the na rtlclpatlnr States pointed cut that ag the Agreement had
been in force for only & short time it wes not possible to make significant
statistical comparisons beotween the period l96o/69 and 1069/70 gince the statistical
information for 1970 wcs not yet availcble. It was evident, however, from the
figures cveiloble that no trade diversion had taken place. He further explained
that no specicl sourcing requirements were omplo red to use up balmnces under
bilateral trading arrcngements. Annuel plans of an indicative nature were drawn

up and arrangements made to take core of temporary trade imbalances through the
provision of swing credits. Regarding the proportion of trade among the
particiopating Statss on items falling in the common list and handled by State
enterprises, the representative of India stated thet rock phosphate was the only
item which wes dealt with by a State-trading agency in his country. Furthermore

the duty on this product wes zero for imports irom 1l sources. The representative
of Yugoslavia said thaot there were no State enterprises in Yugoslavia and the status
of the self-managed Toreign trade centerprisesg was clearly described in detgil in
paragraphs ¢ and 10 of decument L/256Z. The represcntative of the UAR said thet in
his country there was no distinction betwsen imports of items which fell within the
common 1list and those which did not, and that the wnzjority of imports were traded

on the sanc 'OOulug through publicly-owned comnercizl wnterprisvs on a purcly

cermmercinl basis In the recont bolance-of-payments consultetions with the UAR

i

1ENEN

o full c/plunution had becn given on the troding system in that country. The
representative of the participating States confirmed that a more favourable
performance of common list items hod not been accomplished by diverting foreign
exchange normally uscd to obtain non-preferenticl items.
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14. Certain members recalled the views expressed by them regarding legal and
other aspecis of sgreenent in parazraph 12 of the previous report of the
Working Party (BISD, Sixteenth Supplement, pase 87) and the reasons for which
they had been prepare ed to take a flexible attitude towards implementation of the
Az sreement . Their views remained the same but they were ready to agree to ex-
tension of the Decision of 14 Woveuwber 1968 on similar understandings. The
representative of the United states recolled the view of his Govermment expressed
in paragraph 16 of the previous report. The representative of the participating
States also reca ll :d the relevant stotements made by the throe countries in
paragraph 13 of that rceport with regard to these views. Somo of the meubers
recalled thet they had agrsed with the views of the participating Stetes that the
aAgreenent was Iully consistent with the basic provisions of Part IV.

o+
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15. There was & general feeling in the Workiny Party that it was too early to
make a final judgement on the Opvrubluﬁ and on the e¢ffects of the “grcembat,
particularly teking into account the fact that the addition of fifty-seven ituils
to the common list hud only recently been made and that no trade data on these
items were yet available.  Most members noted that while it appeared that the
original sgrcement had aot had adverse efifects on their trade with the thres
participating sStates, in the absence of corp1=te statistics for the most recent
period it was not possible et the present time to assess fully the bencficial
inpact of the agreement on the trade and developnent of the three participating

States in terms of its stetew objectives.

16. It was generally cgreed that any draft decision prcpgrbd by the Working

arty should contain an ulaboratlon of the Decision of 14 November 1968 with a
view to defining more clutily the procudures for consultation in respect of
modifications of the agreeient and any recowendations that the CONTRACTING P.RTIES
might fiad it necessary to wmaks in connexion with the sgrecment.

17. 1t wos suggested thot for futurs annual roviews, the participating States
should be roquested to give sore up-to-dute and couplote trade data. Sone
menbers suggested that in order to aveld the croation of new machinery to carry
out any e¢xamination and reviuw provided for in the Decision, the present Working
Party might be asked to undertoke such work whenuver it was considered necessarys
One member propused that the future reviows aight morc uscefully be carricd cut in
the eorly autwan of cach year tekin inte account the availsbility of trade date

:

for the twelve-iouth pericd 1 april- 3; Murcih.

18. In the light of its discussions the Working Party agreed to recoiniend to
the CONTRLCTING PrRTIsS the adoption of the draft dccision annexed to this repoert.
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ANNEX

Draft Decision

Considering that the CONTRACTING PARTIES, by the Decision of 14 November 1968,
agreed that the Governments of India, the United Arab Republic and Yugoslavia
(hereinafter referred to as the "participating States" may implement, subject to
specified conditions and procedures, the Trade Expansion and Economic Co-operation
Agreement (hereinafter referred to as the "Agreement"), dated 23 December 1967,
and effective 1 April 1968;

Considering further that the participating States have notified the
CONTRACTING PARTIES that they have signed a Protocol amending the Trade Expansion
and Economic Co-operation Agreement and constituting an integral part thereof
(hereinafter referred to as the "Protocol"), dated 16 July 1969, and effective
1 October 1969, by the addition of sz number of items to the list of products
covered by the Agreement;

Bearing in mind that the Trade Negotiations Committee of Developing Countries
1s preparing trade negotiations with the 2im of expanding trade between developing
countries, and that this Committee has not yet finished its preparation for the
trade negotiations between developing countries, and that the participating States
have reiterated their intsntion to seek the extension of the concessions embodied
in the Agreement, as amended by the Protocol, to all cther developing ccuntries
ty approprizie negotiations and to makc their vest endeavours to integrate these
concessions within the framework of multilateral arrangements elaborated within
the Trade Negotiations Committee of Developing Countries which will be reported
to the CONTRACTING FPARTIES for their consideration in due course;

Noting that the participating States have reiterated their readiness to
consult with any contracting party which considers that the operation of the
Agreement as omended by the Protocol is impeding the attainment of any benefit
which should accrue to it under the General Acreeiient or is adversely affecting
its trade, and to repcrt to the CONTRACTING PARTISES concerning developments under
the Agreement; and

Recogniging that it iz not possible at the present time to assess fully the
beneficial impact of the Agreement on ths trade and development of the three
participating States in terms of its stated objectives.

The CONTRACTING PARTIES decide:

1. That notwithstanding the provisions of Article I:1 of the General Agreement
the participating States may continue to implement the igreement as amended by
the Protocol subject to the following conditions and procedures:

(a) The participating States shall consult with any contracting party which
considers that the operation of this sigreement is impeding the attain-
ment of any benefit which should accrue te it under the General
Agreement or is adversely affecting its trade.
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(b) The participating States shall report on any proposed modification in
the scope or provisions of the Agreement so as to afford the
CONTRACTING PARTIES adequate opportunity to consult with them before
giving effect to any substantial modification and subject to the
following procedures: The participating States shall promptly consult,
with a view to arriving at a mutually acceptcble settlement, with any
contracting party which considers that any proposed modification
threatens substantizl injury bto its trade with participating States.
Should agreement not be reached in such consultation the question of
such threat may be considered by the CONTRACTING PARTIES. Participating
States may implement the proposed medifications if, within thirty days
after the notification no contracting party has requested consultation
or if it 1s agreed by the contracting party requesting consultation or
by the CONTRACTING PARTIES, as the case may be, that no such threa
exists. If, however, the CONTRACTING PARTIES find that such threat ,
exists, the participating Statesshall not take such action but may teke
other action which conforms with any recommendation made by the
CONTRACTING PARTIES.

(c) On the basis of =z report by the participating States on the operation of
the Agreement, this Decision shall be subject to annual review by the
CONTRACTING PARTIES taking account in particular of progress zchieved
in, and the outcome of, the negotiations conducted within the framework
of the Trade Negotiations Committee of Developing Countries and of the
contribution of the Agreement to its stated objectives. The CONTRACTING
PARTIES may in the course of the annual review make such recommendations
to the participating States as may be appropriate, including any arising
out of any consultations held in regard to the effects of the Agrecment
on the trade of contracting parties. The CONTRACTING PARTIES may also
in the course of this =nnual review take such decision regarding the
future opération of this Decision as may be appropriate.

2. Thet without prijudice to any decisions the CONTRACTING PLRTIES may take in
ths course of the annual roview, the present Décision is intunded to expire no
later than 31 March 1973.

3. That this Decision shall not be construed as affecting any right of any
contracting party under any provision of the General igreement.



