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4o The Secretary-General of the Council of Arab Economic Unity, who partici-
pated as an observer and who shared the views expressed by the representative

of the United Arab Republic in his opening statement, in a statement, the

full text of which has been circulated in document L/2516, explained the aims

and aspirations of the parties to the Arab Common Market and the ceonomic ccn-
siderations of the arrengements, chief among them the enhancing of economic and
social developments in the area, fostering trade relations and consolidating the
Arzab eccnomy within a framework cf international economic co-cperation. He
stressed the view that the arrangements of cconcmic unity should be considered es
2 free-trade area leading to 2 customs unicon between the member States.

5. During the celiberaticns, the representative of the United Arab Republic and
the Secretary-General of the Council of Arab Economic Unity scid that they were
fully aware of the specizl legal and practical considerations which had tc be
taken into account during the transitional pericd of the planned customs union
and of its cbligzticns under paragraph 5(a) of Article XXIV that the duties and
other regulations of commerce imposcé at the institution of any such union in res-
veet of trade with contracting perties not parties to such unicn shzll not on the
whole be higher or more restrictive than the general incidence of the duties and
regulations of commerce applicable in the constituent territories prior to the
formation of such union. Nonetheless they felt that in view of the fact that 2
peried of ten years had been fixed for the estoblishment of the common customs
teriff and that the esteblishment of such 2 reasctnable periocd had been accompanied
by an undertaking to observe the provisions of the GATT, they were Jjustified in
believing that the Aradb Common Markct could be considered as a2 customs union in
the sense of paragreph 5(a) of article XXIV. Should some members of the Working
Party fecl that the neccessary clements required for the formotion of a customs
union ot this stage were not complete, they were prepared io share this view on
ine assumpticn that, with regard to the free irade =rrangements, 21l the elements
required by paragreph 5(b) of Article XXIV for the establishment of a free-trade
area were prescnt. A time-iimit had beea fixd for the full implementation of
free trade in national products, which was 1 January 1969 for agricultural and
animel products and natural resources, and 1 Jénuary 1874 for industrial products.
The temperary exceptions from the free tracde rdzime were not of a nature to prevent
free circulation of nationzl products within the fixed time-limit and they d&id
2ot affect the character of the free-trade area. In their opinion there oxistad
n law, and in faci amcng the parties to the irsb Common Market, 2 free-trade areca
© the sense of paragraph 5(b) of irticle XXIV which would ultimately become,

when the relevant plan and schedule had been established, a customs union.

g

s

e

8. Certain delegetions asked the representative of the United Arab Republic
regarding the intentions with respect to information which these delegations felt
should be supplied in advaice o the CONTRACTING PARTIES whenever neasures of

i
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importance were decided in relation to the implementation of the Arab Common
Market by its members. He expressed the intention of his Government to supply at
appropriate times 2ll information which might be of interest to the CONTRACTING
PARTIES. The Working Party expressed the expectation that members of the Arab
Common Market which were at the same time members of GATT would submit regular
progress reports on cdevelerments in the Common Market. The representative of
the United Arab Republic uncdertook to provide such resular reports.

7. Members of the Werking Party expressed their full support for the aims and
aspirations embodied in the Instruments anc Decisions before them and shared the
views expressed by the spckesmen ¢f the members of the Arab Common Market with
regard to the importance of regional integraticn in fostering economic development.

8. The Working Party addressed itself to the task of obtaining further infor-
mation and clarification cn the measures and steps through which it was proposed
to achieve the expressed aims of the member countries.

9. 1In reply to a question relating to the limits of the Council's suthority in
matters of trade and payments agreements of member States, the spokesman cof the
Common Msrket said that as a matter of principle any such agreement would require
the approval of the Council.

10. The spokesman of the Common Market confirmed that the decisicns of the
Ccuncil had binding force on all members of the Commen Market. It was true that
Kuwait had not yet impiemented the Decision of 13 August 1964 establishing the
arab Common Market but he had every reason to believe that this matter would be
satisfactorily setiled.in the near future.

11. GQuestions were z2lsco raised as to the conformity with Article XTIV of the
Instruments and Decisions referred to in paresgrzph 2 above because some of the

ies to these Instruments ané Decisions were not contracting parties to the
GATT. The Working Party considers that this also is a matter which could more
appropriately be taken up at a later stage.

Provisions for frec trade_amons member States

i2. The Working Parity considered the plan and schedule for the dismentling of
barriers to trade between the member ccuntries of the Arzb Common Market laid

down ir the Decisicn of the Council of Arzb Economic Unity of 13 August 1964
(Annex B of document 1/2366). In this connexion some members, in order to ascer-
tain whether the arrangemerts made uncer the Decision covered "substantially 2il
the trade batween the constituent territorics™, asked if the lists of items to

be excluded under Article 1% Trom the duty reducticns znd from the removal of
restrictions could be macde available. Reference was made to the fact that certain
members of the Common Market were understood to have oxtensive lists of exceptions.
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15. The representative of the United Arab Republic indicated his willingness to
submit such lists to the CONTRACTING PARTIES. He said that, in so far as his
country was concerned, the number of exceptions was very limited. The Secretary-
General of the Council replied that cxceptions were expected in the transitional
period, since the arrangements stipulated some exceptions to protect an infant
industry or an important source of incomec. With more co-ordination of the
economies of the member States, it was planned that those exceptions would be
kept down to a bare minimum. It was further pointed out that the exceptions were
of a purely temporary nature and@ would be eliminated as from 1 January 1969 on
egricultural and animal products and natural resources and, as from 1 January 1974,
on industrial products.

14. A member of the Working Party asked whether charges such as the statistical
tax of 5 per cent or the municipal tax of 2 per cent of the customs Suty imposed
by cone of the member States were considered as duties tc be eliminated in
accordance with the provisions of Articles 10 ané 11 of the Decisicn. The
Secretary-General of the Council promised that this matter would be clarified and
that infermation would be furnished at a later stage. :

15. The question was asked if foreign exchange was being made available to
importers so that thoy could take advantage of the removal or recduction of the
obstacles to trade between the member cou. -ies. The Secretary-General of the
Council said that the necessary foreign sxchange would be easily provided. The
possibility of establishing a clearing arrangement was under study, and contracting
parties would be informed of the steps that woulcd be taken.

16. The representative of the United Arab Republic expleined that the phrase
"prepare lists of further preferences™ used in Articles 10 and 11 of the Decision
referred to the inclusicn of new items in Tebles &, B ané C listing the products,
which were subject to an accelerzted tariff reduction, or tc an acceleraticn in

the recduction of duties as established in sArticles 1C and 11.

17. The representative of the United Arzab Republic confirmed that it was his
intention tc provicde contracting parties with full statisticzal and cther infoma-
tion on the development of the trade of the momber countries and ¢n the relevant
future Decisicns and Resolutions by the Council of Arcb Eccnomic Unity.

18. The Working Party reiterated their fulidst support for the desire of the
members of the Arab Common Market to co-ordinate their development efforts and

to increase tracde among themsclves with the cbjective of raising ocutputl and im-
proving the standard of living of their pecples. The dynamic expansicn of the
Arab Economy, it was asserted by the Secretary-General of the Council, would lead
tc the expansicn of trade and the fostering of co-operation with other ccuniries,
especizlly the developing cnes. This view was shared by the representative of the
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United Arab Republic, who confirmed that this would be done in accordance with
the rules and provisions of GATT as regards countries bound by these rules and
provisions. Somc mcmbers of the Working Party expressed their full support for
the plans for the dismantling of trade barriers between member countries; some
would have welcomed more precise information, and some of the latter expressed
the view that since further information was required, they were not yet in a
position to evaluate the compatibility of the arrangements made by the Decision
of 13 August 1964 with the requircments of paragraphs 5(b) and 8(b) of

Article XXIV of the GATT. Some members agreed with the views expressed by the
Secretary-General of the Council of Arab Economic Unity in his opening statement
urging the need for flexibility in the application of the provisioas of the
GATT towards developing countries.

19. As appears from the considerations ccntained in the foregoing paragrephs
the Working Party fceels that there remezin questions of a2 legal and practical
nature which it would be difficult to settle solely on the basis of the texts
before it, and that these questions could be more fruitfully discussed in the
light of the application of the relevant Instruments and Decisions. For these
reasons the Working Party at this juncture finds it premature to propose to the
CONTRACTING PARTIES that they makXe reccommendations to the parties to the Arab
Common Market pursuent to paragraph 7(b) of Article XXIV.

20. The Working Party welcomed the rcadiness of the United Arab Republic to
furnish further information pursuant tc paragraph 7(2) of Article XXIV and
considered that the absence of any recommendation at this juncture by the
CONTRACTING PARTIES pursuant to parasraph T(b) of Article XXIV dces not in any
way prevent the parties to the Common Market, which are bound by the provisions
of the GATT and which zcccept the ccmmitments undertaken by the United Arzb
Republic in this report, from proceeding with their plans for free trade among
themselves in accordance with the relcvant provisions of the Instruments and
Decisions examined by the Working Party. This action, of course, does not pre-
Judice the rights conferred on the CONTRACTING PARTIES under Article XXIV of
the GATIT.

Customs union

21. The Working Party noted that the Convention for Economic Unity among Arab
League States provides in Articles One and Twe for 2 complete economic unity
among the Arab Leaguc Staztes to be achieved, inter alia, by the establisiment
of a unified customs region subject to 2 unified customs administration and
customs tariff. It further noted thet to this end the Council of Arab Econcmie
Unity, as appears from the reply to guestion 10 on page 12 of the gquesticnnaire
referred to in paragraph 2 a2bove, had on 13 August 1964 decided to study both:
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"i) Unification of customs legislations and resulations of member Siasou
g Y
in five years starting January 1965.

"(ii) Unification of customs tariffs and other dutics of the contraciing
ccuntries vis-a-vis the other countries in gradual steges of
five years starting January 1970".

22. Without wishing in any way to discourage the creation of a custors unice as
envisaged in the texts before it, and taking note of the determination of the
countries concerned 1o integrate their economies and to form a customs uwnicn, the
Working Party feels thet it is premature to consider as 2 customs wnion in the
sense of Article XXIV:5(a) the arrangements they heve made, since a common external
tariff and ccmmon repulations of commerce had not yet been completed and thereforc
cculd not be examined. The Secretary-General of the Council pointed out in this
connexion that the member States thought it more advisable to draw up the coaron
external Tariff on a weli-studied factual basis and that the Couneil had already
embarked on this study.



