
GENERAL AGREEMENT ON
TARIFFS AND TRADE

RESTRICTED

L/4668
29 May 1978
Limited Distribution

Original: English

AGREEMENT ON ASEAN PREFERENTIAL TRADING
ARRANGEMENTS

Questions and Replies

Contracting parties were invited in GATT/AIR/1426 to submit to the
secretariat any questions they might wish to put on the provisions and
implementation of the Agreement on ASEAN Preferential Trading Arrangements
(L/4581). In response to that invitation a number of questions were received
and transmitted to the parties to the Agreement. The questions and replies
received are set out below.
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I. GENERAL QUESTIONS

Question1: How do the parties propose to meet the goal of
the Agreement and expand trade among themselves without
significantly diverting or restricting trade from third
countries?

Reply: As enunciated by the ASEAN Heads of Government in the
Declaration of ASEAN Concord made in Bali, Indonesia on
24 February 1976, ASEAN member countries shall cooperate
in the field of trade in order to promote development
and growth of new production and trade and to improve
the trade structure of individual states and among
countries of ASEAN conducive to further development and
to safeguard and increase their foreign exchange
earnings and reserves. The preferential trading arrange-
ments (PTA) will act as a stimulus to the strengthening of
national and ASEAN economic resilience and the develop-
ment of the national economies of the participating
states by expanding investment and production opportu-
nities, trade and foreign exchange earnings. Therefore
the Agreement on ASEAN PTA is not an instrument to
restrict trade with third countries but rather an
effort of participating states to promote and develop
their national economies which among others will bring
about increase in trade not only among ASEAN countries
but also between ASEAN and the world as a whole.

Question 2: Can signatories of the Agreement on ASEAN
Preferential Trading Arrangements assure contracting
parties that the provisions of the subject Agreement
will not impede elimination and /or reduction of non-
tariff measures on an MFN basis as a result of the
Multilateral Trade Negotiations including, inter alia,
conformity to a code on government procurement?
The Agreement does not affect in any manner the right
of any participating states to reduce or eliminate non-
tariff measures on a most-favoured-nation basis.

Question 3: Can signatories assure contracting parties
that provisions of the subject Agreement will not
impede reduction of tariffs on an MFN basis?

Reply: The Agreement does not affect in any manner the right
of any participating State to reduce tariffs on a
most-favoured-nation basis.



Question 4:

Reply:

Reply:

Question 6:

Reply:

Question 7:

Reply:
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Can signatories to the subject Agreement assure
contracting parties that preferential treatment provided
for by the Agreement shall not be employed to raise
barriers to trade of other contracting parties?

The Agreement on ASEAN PTA is not intended to raise
barriers to the trade of other GAAT contracting parties
but rather to promote trade among ASEAN countries.

Article XXIV of the GATT provides for the
establishment of free-trade areas and customs unions.
Will the ASEAN Agreement lead to such an arrangement?
Do the parties have plans for such an evolution? What
sort of plans?

The Agreement on ASEAN PTA has as its objectives the
promotion of economic development through a continuous
process of trade expansion among countries members of
ASEAN and the furtherance of international economic
co-operation through the adoption of mutually beneficial
trade liberalization measures consistent with their
respective present and future development and trade
needs as enunciated by the Resolutions of the United
Nations General Assembly establishing the International
Development Strategy for the Second UN Development
Decade and the Declaration on the Establishment of a New
International Economic Order and the Programme of Action
for the Establishment of a New International Economic
Order; the Declaration on Trade Expansion, Economic Co-
operation and Regional Integration Among Developing
Countries adopted at UNCTAD II and Resolution 92 (IV) of
UNCTAD IV; as well as the General Agreement on Tariffs
and Trade, particularly Part IV.

Is it the intention of parties to form an
eventual free-trade area covering substantially all trade
between them?

See answer to Question 5.

The provisions of the Agreement appear to
conflict with the parties' obligations under Articles I,
XIII, XVII, and possibly other provisions of the General
Agreement. Are the parties seeking an Article XXV:5
waiver of their GATT obligations?

In the view of the participating States, the Agreement
on ASEAN PTA complies with the objectives and spirit
of the General Agreement as a whole and Part IV in
particular. The Agreement is also in conformity with
the objectives of the United Nations General Assembly
establishing the International Development Strategy for
the Second UN Development Decade and the Declaration on
the Establishment of a New International Economic Order
and the Programme of Action for the Establishment of
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a New International Economic Order, the Declaration on
Trade Expansion, Economic Cooperation and Regional
Integration Among Developing Countries adopted at
UNCTAD II and Resolution 92 (IV) of UNCTAD IV.

Question 8:

Reply:

Question 9:

Reply:

Do the contracting States consider that the
reference to Part IV (at the end of the third para-
graph of the preamble to the Agreement) constitutes
a sufficient legal basis to justify the Agreement in
terms of the provisions of the General Agreement?

In the view of the Participating States, the Agreement
on ASEAN PTA complies with the overall objectives and
spirit of the General Agreement as a whole and in
particular its Part IV.

Given that in the preamble to the Agreement
the contracting States refer "particularly" to Part IV
of the General Agreement, in terms of which other
provisions of the GATT do they consider the Agreement
to be justified?

See answer to Question 7.

Question 10: What are the decisions to which the contracting
States are referring when they mention, at the end of
the third paragraph of the preamble to the Agreement,
"decisions made in pursuance" of the General Agreement?

Reply: The phrase "decisions made in pursuance" of the General
Agreement mentioned at the end of the third paragraph
of the preamble to the Agreement on ASEAN PTA refers to
Decisions of the GATT Contracting Parties, previously
made or hereafter to be made, in support of regional
economic cooperation schemes of developing countries,
and resolutions of the UN General Assembly and UNCTAD
which are pertinent to the principles and objectives
of the Agreement on ASEAN Preferential Trading Arrange-
ments.

Question 11: What is the justification, in terms of the
existing provisions of the General Agreement, for
liberalization on a preferential basis of non-tariff
measures such as procurement by government entities,
at preferential interest rates or prices, on the
territory of other contracting States?

Reply: The measures are undertaken within the spirit of
Part IV of the General Agreement.
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Question 12:

Reply:

Question 13:

Reply:

Will concessions negotiated bilaterally be
automatically extended to all other parties to the
Agreement? If not, will GATT be notified of the
countries receiving the concessions?

Yes, concessions will be extended to all participating
parties of the Agreement on ASEAN PTA.

Is the subject Agreement open to other countries
who might wish to accede? If so, are there geographic
and/or regional limitations affecting eligibility?
The Agreement is open to the signatories of the
Agreement on ASEAN PTA who are members of ASEAN.

II. SPECIFIC PREFERENTIAL TRADING ARRANGEMENTS

A. Types of preferential arrangements and product coverage

Question 14:

Reply:

Question15:

Reply:

Article 3 (Chapter II) of the Agreement on
ASEAN Preferential Trading Arrangements provides for
preferential trading arrangements among the participants.
What specifically are the preferential arrangements
envisaged by the said Article?

Preferential Arrangements envisaged under the Agreement
are the extension of trade preferences through rounds
of negotiations among participating States by applying
the PTA instruments described in Article 3 (Chapter II)
of the Agreement.

What products are presently included in the
preferential arrangements? (Please list by CCCN (or
SITC) and statistical number and country tariff
description). What were total imports and exports of
each item for each party to the Agreement in the last
three years for which statistics are available? What
were the imports and exports of each item for each
party from and to all other parties in this same period?

See Annexes I and II.

Question 16: What is the type of margin of preference for
each of the items included in the Arrangement? E.g.
if tariff, amount of preference; if non-tariff measures,
type of measures and details.

Reply: See Annex I.
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Question 17:

Reply:

Article 4 of Chapter II stipulate that the
Preferential Trading Arrangements shall be applied to
Basic Commodities particularly rice and crude oil;
products of the ASEAN industrial projects; products
that may contribute to the expansion of intra-ASEAN
trade; and other products of interest to the parties
to the Agreement. What specifically are the products
envisaged under the provisions of the said Article?

All products of interest that are traded among the
contracting States.

B. Government Procurement

Question 18: Article 7 states that a 2½ per cent preference,
not to exceed US$40,000 per tender, will be accorded
ASEAN members in tenders for government procurement.
Are there preferences in government procurement for
domestic concerns in each of the ASEAN countries?
If so, what are these domestic preferences and how
will they relate to the ASEAN preferences?

Preferences in government procurement are extended
to domestic concerns in each of the ASEAN countries
in the form of a certain per cent margin between the
offered price of domestic concerns vis-a-vis non-
domestic competitors within which government procure-
ment will have to be awarded in favour of the domestic
concern. By the terms of Article 7 of the Agreement,
the preferential margin to be accorded to the
contracting States regarding government procurement
concerns only bids submitted by ASEAN countries vis-
a-vis non-ASEAN countries. Hence, domestic Prefer-
ences on government procurement vis-a-vis non-
domestic concerns whether they are ASEAN or non-ASEAN
are not affected by the Agreement on ASEAN PTA.

Question 19: The provisions on government procurement of
Article 7 of the Chapter II of this Agreement could
be incompatible with the principle of non-discrimi-
nation with respect to the government procurement
vis-a-vis participating countries to the Agreement
and non-participating countries. What would be the
view of participants to this Agreement on the com-
patibility between these provisions andthe inter-
national code which is now being negotiated in the
Sub-group on "Government Procurement" in the MTN?

The ASEAN member countries of the General Agreement
are aware of their obligations under the General
Agreement and therefore the provisions of the General
Agreement will be observed in carrying out their
obligation under the preferential trading arrangements.
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The compatibility of ASEAN Government Procurement
provisions as against the international code on
government procurement does not arise at the moment
as the code is still being negotiated.

C. Tariff Preferences

Question 20: Where do the negotiations on preferential
tariff among the participants stand now and what are
the future plans therefor?

The first batch of concessions has already been
implemented with effect from January 1, 1978 and
negotiations for further exchanges of concessions
are being undertaken regularly.

Question 21:

Reply:

Question 22:

Realy:

Arethe contracting States in a position to
furnish a complete list of the tariff preferences
(product coverage and level of preferences) already
applied and those at present being negotiated?

See Annex I. The list of additional products for
which preferences have been agreed upon will be
furnished to GATT.

What products are accorded tariff preference
by each signatory and what is the preferential rate
of duty for each product? When will the preferential
rates be implemented?

See Annex I. The preferential rates were implemented
with effect from January 1, 1978.

Question 23:

Reply:

Question 24:

Reply:

Will preferential rates of duty be extended
for any item on which a signatory has a bound rate
under GATT on an MFN basis?

Products accorded preferential rates by each signa-
tory country made under the Agreement on ASEAN
Preferential Trading Arrangements do not include
bound rates under GATT.

What specific "instruments of preferential
trading arrangements" are envisaged under Article 8(3)
to balance tariff preferences?

The instruments of preferential trading arrangements
which can be used for the balancing of preferences
are long-term quantity contracts, purchase finance
support at preferential interest rates, preferences
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in procurement by government entities, liberalization
of non-tariff measures on a preferential basis and
other measures as spelt out in Article 3 Chapter II
of the Agreement.

Question 25:

Reply:

Question 26:

Reply:

How does this Agreement relate to the 10 per
cent tariff cuts agreed to in 1977 by Singapore and
Thailand and by Singapore and the Philippines? Will
these reductions be extended to other parties to the
Agreement?

The 10 per cent across-the-board tariff reductions
are intended to accelerate the pace of ASEAN economic
cooperation. These tariff cuts are now subsumed
under the tariff negotiations conducted within the
framework of the Agreement on ASEAN Preferential
Trading Arrangements.

How will Singapore's free port status affect
its ability to give tariff concessions?

Singapore's free port status is not expected to
affect her ability to give tariff concessions.

D. Non-Tariff Preferences

Question 27:

Reply:

What plans are being developed for the relax-
ation of quantitative and other non-tariff restric-
tions as mentioned in Articles 3, 5, 6 and 7 of the
Agreement?

The various instruments of preferential trading
arrangements as contained in Articles 3. 5, 6 and 7
of the Agreement are discussed and applied during
negotiations based on a product-by-product basis.

E. ASEAN Industrial Projects

Question 28: When the feasibility studies are completed
on the five ASEAN regional industrial projects, will
GATT be notified as to any preferences which may be
accorded the products?

RepIy: Yes.



Question 29:

Reply:

Question 30:

Reply:

III.
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Have any supplemental agreements relating to
preferential trading arrangements for products of
ASEAN industrial projects been established as men-
tioned in Article 10 ? Are such arrangements intend-
ed to be temporary, until the industry could compete
with non-ASEAN producers, or would they be permanent?

No supplemental agreement envisaged in Article 10
of the Agreement has been established at the moment.

How do preferences envisaged in Article 10
for ASEAN industrial projects differ from tariff
preferences provided or under Article 8?

No supplemental agreement envisaged in Article 10 of
the Agreement has been established at the moment.

RELATIONSHIP WITH OTHER PREFERENTIAL ARRANGEMENTS

Question11:

Reply:

Question32:

Reply:

What is the view of the parties on the rela-
tionship between the Agreement and the Protocol Rela-
ting to Trade Negotiations Among Developing Countries?
Will the parties seek to expand the concessions
granted under the ASEAN Agreement to all signatories
of the Protocol?

No. Concessions granted under the ASEAN Agreement
will not be extended to all signatories of the Protocol.

Thailand and the Philippines are also
signatories to the Bangkok Agreement, which appears
similar to the ASEAN Agreement in goals and trade
policy provisions. How do these countries view the
relationship between their obligations under the
two Agreements?

Although signatories, Thailand and the Philippines
have not ratified the Bangkok Agreement. Their
obligations under the ASEAN Preferential Trading
Arrangements are, therefore, not affected by the
Bangkok Agreement.
ASEAN countries are of the view that regional
cooperation can exist at sub-regional levels
particularly among countries belonging to a region
sharing common aspirations and whose trade and
economic ties can be readily enhanced. Once such
cooperative efforts are successful, ASEAN countries
are prepared to consider the possibility of extending
preferential arrangements with other developing
countries.



NOTIFICATIONS, CONSULTATIONS AND
REPORTING PROCEDURES IN GATT

Question 35:

Reply:

Question 34:

Reply:

Will the GATT as a matter of course be
provided with additional product information,
including the details requested in questions 15
and 16 as preferential treatment is extended to
additional products?

Yes.

Can signatories assure contracting parties
that they are prepared to consult, at the request
of any other contracting party which considers that
any benefit accruing to it under GATT may be, or is
being, impaired as a result of the subject agreement?

ASEAN countries which are contracting parties of the
GATT are prepared to meet any other contracting party.

Question 35: Are signatories prepared to report periodically
to contracting parties on the implementation of the
Agreement and to notify contracting parties of any
changes to the Agreement including inter-alia,

inclusion of additional products accorded tariff
preferences?

Yes.

V.

Question 36:

Reply:

Queston 37:

TRADE COVERAGE

What percentage of the total trade between
signatories of the Agreement will be granted tariff
preferences as a result of the subject Agreement?
What percentage of trade in agricultural products

between signatories of the Agreement is subject to
tariff preferences? What percentage of total trade
between signatories of the Agreement will be covered
by preferential trading arrangements as a result of
the subject Agreement?

At present, only a small percentage of a total trade
between contracting States of the Arrangement has
been granted preferential treatment. This percentage
is expected to increase in future.

The following trade figures of the most recent
years, as far as statistics are available, on such
products as inquired in questions 14 and 17 are
requested to be provided. Amount of global imports

L/4668
Page 10

IV.
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of the products of each participant and breakdown of
the amount of imports by exporting participants to
the Agreement.

See Annex II.Reply:

Question 38:

Reply:

Can the contracting States furnish recent
statistics of imports, by principal countries of
origin, of the products covered by preferential
trading arrangements?

See Annex II.
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