CONFIDENTIAL

GENERAL AGREEMENT ON S ey 1983
TARIFFS AND TRADE

Special Distribution

Preferential Arrangements
Among Developing Countries
Negotiated in GATT

REVIEW OF THE SCHEDULES OF CONCESSIONS

Note bv the Secretariat

1. The Protocol Relating to Trade Negntiations Among Developing Countries
is an autonomous preferential trading arrangement providing for an exchange
of mutually advantageous tariff and trade concessions among the signatory
countries. The Protocol was signed in 1971 at the conclusion of the
initial round of nagotiations carried out in the Trade Negotiations
Commpittee of Developing Countries. This Committee was cpen to all
developing countries whether or not members of GATT. The Protoccl entered
into force on 1l February 1973 following the grant of a waiver by the
CONTRACTING PARTIES and acceptance of the Protocol by more than half of the
countries participating in the negotiations. This waiver related only to
the provisions of paragraph 1 of Article I. 1Its place has now been taken
by the Decision on Differential and More Favourable Treatment which covers
also reduction and elimination among less developed contracting parties of
non-tariff measures subject to any criteria that may be prescribed.

2. The signatory countries and the year of entry into force of the
Protocol are as follows:

Bangladesh (1977), Brazil (1973), Chile (1974), Egypt (1973), Greece
(1974; withdrawal 1980), India (1973), Israel (1973), Republic of
Korea (1973), Mexico (1974), Pakistan (1973), Paraguay (ratification
pending), Peru (1976), Philippines (ratification pending), Romania
(1978), Spain (1973), Tunisiaz (1973), Turkey (1973), Uruguay (1975),
Yugoslavia (1973).

3. Pursuant to paragraphs 5 and 6 of the Protocol, the Committee of
Participating Countries is expected to keep under review the arrangements
under the Protocol taking into account the objectives set out in the
Preamble. The Committee is also required to review the possibility of
promwoting negotiations for additions or emlargements to the schedules of
concessions and may at any time sponsor such negotiations.

4. A major review of the operation of the Protocol took place in 1978.

On this occasion, the Committee of Participating Countries, inter alia,
emphasized the importance of continuing the arrangements under the Protocol
and concluded that the five-year experience of the operation of the
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Protocol had been encouraging and provided a basis for the expectation that
the further enlargement of the arrangement in terms of membership and
coverage would make a substantial countribution to a further significant
broadening of the area of trade cooperation among developing countries.

5. At its meeting on l4 October 1982, the Committee of Participating
Countries requested the secretariat to prepare necessary factual material
that would serve as a basis for action directed at updating and improving
the general level of mutually beneficial concessions under the Protocol.

6. The following tabulations have been prepared on the basis of the
latest information available in the secretariat with respect to tariffs and
trade flows on concessional items among participating countries and may be
revised in the light of comments by delegations.

7. In addition to indicating the current tariff number and product
description, the tables indicate 1971 and current m.f.n. tariff rates,
other relevant charges and taxes, tariff concessions and initial
negotiating rights under the Protocol , as well as imports of concessional
items by participating countries in 1973 (or the earliest period for which
data is available) and 1979, 1980 and 1981 (or the latest period for which
data is available).

8. Below are some preliminary and factual comments based on the
tabulations annexed:

(1) The initial negotiations took place on the basis of item-by-item
requests and offers. The concessions were also limited to
tariff preferences expressed as a reduced rate of duty or as a
percentage of the m.f.n. rate or a fixed margin below the m.f.n.
rate. Except in two instances, no understandings were negotiated
with respect to licensing regimes, though the Protocol provides
that consultations might take place where an intensification of
balance-of-payments restrictions results in a nullification of
benefits.

(ii) The lists of concessions also cover a limited number of items,
and the scope of the concessions is in many cases quite modest
both in terms of the volume of the trade of each participating
country covered and the tariff reductions granted.

(iii) Nevertheless, available statistics indicate a steady rate of
growth on mutual trade in concessional items among reporting
participating countries. In 1980, the value of mutual trade
among fourteen participating countries in the items subject to
concessions was approximately USS$538 million, an increase over
the preceding vear of approximately 30 per cent.

L . , ;

Since the negotiation of the arrangement, the information concerning
initial negotiating rights in the framework of the Protocol has been
subject to the requirements of confidentiality.
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(iv) A positive factor for the development of trade under the
Protocol has been the decision by all participating countries to
implement and maintain in operation the concessions originally
negotiated with the Philippines and Greece even though the
concessions given by these countries are not in force or have
been withdrawn.

(v) For most participating countries trade in concessional items has
concentrated on a limited number of products, often imported
from participating countries other than the original negotiator.
For many items subject to concessions, there have been large
imports into participating countries from non-participating
countries. In both cases, it would be reasonable to conclude
that the problem has related more to the lack of export
availability in the participating countries and other obstacles
to trade which the preferential concession has not sufficed to
overcome, than the lack of import opportunities in the market of
participating country giving the concession even though these
opportunities may in certain instances have been affected by
import substitution.

(vi) A point worthy of note is that, in general, trade flows in
concessional items have evolved more or less in parallel with
global trade exchanges between the participating countries. In
some instances imports originating in participating countries,
in both concessional and non-concessional items, have continued
to increase notwithstanding a general decline in the global
imports of the country concerned. This would suggest that at
the very least the exchange of concessions under the Protocol
has resulted in greater information about and interest in the
markets that participating countries offer to one another, the
benefits of which havaz not been confined to the items which have
been the subject c¢cf concessions.

(vii) For a number of items, the preferential tariff rate not only
represents a relatively small concession in terms of the
additional price margin made available to the supplier, its
benefits have also been diluted by permissible increases in
surcharges, import taxes or balance-of-payments restrictionms.
It may be roted that while over the period covered by these
tabulations, some countries have moved towards overall
reduction of m.f.n. rates, thus reducing preferential margins,
cther countries have been forced to tighten significantly the
overall restrictiveness of their import regimes under the impact
of recession and growing balance-of-payments deficits.

9. In order to arrive at more definitive conclusions, it would be
necessary to secure more up-to-date and detailed information on the precise
changes in the import regimes of the participating countries bv way of
adjustment in m.f.n. tariffs, import taxes and surcharges as well as import
restrictions that have taken place. It would also be necessary to carry
out 2 more detailed examination of other factors that could have played a
role in the evolution of trade exchanges, such as the availability of
financing facilities including export credits, shipping and marketing links
etc., between the participating countries.
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