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INTRODUCTORY NOTE

1. At its thirteenth meeting, bheld in Bogoté in March 1972, the Special
Committee on Latin American Co-ordimation (CECLA) considered the position
of the developing countries regarding the multilateral trade rmegotiations
dug to be initiated in 1973 within BATT. The Special Committes felt that
it was essential to ensure the full and effective participation of all

the daveloping countries in those ;negotiations and requested the ECLA
secretariat to prepare a study on the matter in the light of the special
conditions and negotiating techniques which would be involved, A
preliminary note on the subjsct was circulated among the members of the
Latinm American Group at the third session of UNCTAD, The secretariat

also collaborated with the representativés of the tatin American countries
in the preparation of proposals which were used as the basis for a document
later presented as a draft resolution of the Broup of 77 (TD/L.ﬁl/Hev.l) 1/
and for the final declaration of the Group 2/, which laid down the co-
ordinating machinery that will be needed during the preparatory stages

of the negotistions.

2, At a special meeting of the Latin American Group (composed of the
member countries of CECLA) at the third session of UNCTAD, the Executive
Secretary of ECLA was requested to provide the member countries of the
Group, before the negotiations actually began, with information on the
scope and content of the rnegotistions and the negotiating strategy to be
adopted, as well as td draw up a specific programme of work and action
designed to give the Latin American countries' the technical advisory
assistance which they have always lacked 1n the past, particulasrly during
the Kennedy Round rnegotiations,

3 In respohse to the above and earlier CECLA requests, including the
request for a study on the effects of the expansinn of the European Common
Market on Latin American trade (CECLA Resolution 8/XI), the ECLA secretariat
set up a group of high-level govermment experts, engaged in & personal
capacity, to provide advisory assistance in the preparation of the documents
to be presented to CECLA in connexion with the 1973 multilatersl negotiations,
With the collaboration of these experts, the secretariat has drawn up the
present preliminary report for the Latin American member countries of CECLA on
the multilateral negotiations to be initiated in 1973 (including the
regotiations that will be made necessary by the expansion of the EEC) and the
position and strategy of the developing countries with regard to these matters,
hearing in mind the special interests of the countries of Latin America,

&/ Sge annex 3,

2f See annex 4.
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Cﬁahter I

* GENERAL 'BACKBROUND

1. Ihe miniStefiéi'meetiég o GATT'(lgsa]

'
s

4, At the clase of the min13ter1a1 meetlng of GATT held in May 1953.
the Mlnlsters adopted important conclu51ons and" ‘resolutions *Por:the
expansion of trade of developing countries, which canstitute a starting
paint for the 1nterpretatlon of the process of ‘adjustments in the sphere
of 1nternqtiona1 trade which will be the focal point of thé forthcoming -
multilateral negmtlatlons. The “Prngramme of Action” addpted by GATT on
that occassion envisaged, inter alia: (1} the standstill provision;-

(11} elimiration or relaxation of quantitetive restrictionsj (1ii) duty-
free entry for tropical products; (iv) elimination of tariffs on primary
products; (u] reduction and elimination of tariff barriers to exports of
semi~-processed and processed products from less«developed countries;

(vi) progressive reduction of internal fiscal charges and revenue dutles;
(vli] procedures for reporting on progress made in the implementation of
the foregoing deCISlDHS' and {viii) the adoption of other measures’ designed
to facmlltata the efforts of less-developed countries to diversify their
economies, strengthen their expart capacmty and increase their earnings
from ovgrseas sales. If this Programme of Actitn had been implemented as.
ariglnally scheduled, it would have substantially improved conditions for
the . expansion of trade by the develmplng countries, but it ‘did not secure
the consensus.of all the industrialized contracting partles, and there was
not even a minimum of de facto implementation'of it. Lo ¥

':2. Relevant Er1n31gle adogted at the first and
L second’ sessions nF UNCTAD )

ST At the F%rst and second sessions of UNGTﬁD an important set of gengral
and 5930131 prlnclples was adopted to govern economic relations and

" interfational co-cperation conducive to dsvelopment. A number of resolutions
concerned with. arrangements for- coﬂcrete measures t6- secure the fulfilment
of these principles wers also adopted. Once’ ‘agdin, however, the failure

- even by developed countries which’ had fully accepted thetm - to put many -

- of the principles and ‘measures agreed to into practical effect has led to

a clear awareness in the develnplnq countries 6f the noed to strengthen
international adtion designed to secure positive results from these
principles, For instance, General Principle Seven adopted st the first
session of UNCTAD states categordically that: *"Oeveloped countries shall

/progressively reduce



progressively reduce and gliminate barriers and other restrictions that hinder
trade and consumpfiun of products from developing countries and teke positive
measures such as will create and increase markests for the exports of
developing countries", General Principle Eight states that: "New o
preferential concessions, bgth tariff and non=tariff, should be‘made'to
developing countries as a whole and such preferences should not be extended
to developed countries”,  The principles and measures adopted by UNCTAD
remain entirely valid, even though they have not been implemented, It is
_in the framewnrk of the forthcoming trade negotiations that the political
will of the developed countries to act in accordance with those principlaes
will be put to the test by the developing countries® co-ordinated action

to secure their implementation, |

3, The new Part IV of tha Gereral Agreemént

on Tariffs and Trade

6 Part Iv of the General Agreement, which. shauld constitute ghe of

the legal arms of the developing countries in trade negotiations within
GATT, embodies a number of impnrtant aspirations of the developing countries
in the field of interratioral trade: the néed for a rapid and sustained
‘expansion of their export earnings; the need for efforts desigred to ensure
that less-developed countries secure a share in the growth of international
trade and to ensure access to markets for primary productsj diversification
of the structure of the economies of the less-developed countries, and the
need to give their manufactures and semi-manufactures access to the markets
of developed countries,

7+ . In order to give effect to these objectives, the developed contracting
partios underteke, inter alia, to accord high priority to the reduction and
elimination of barriers to produce of interest to less-developed contracting
parties, to refrain from introducing or increasing tariff or non=tariff
barriers on those products, to refrain from imposing new fiscal measures,
and to accord high pricrity to the reduction and elimiration of fiscal
measures which would hamper the growth of cunsumption of primary products,

4 Results of the Kennedy Round

8. At the conclusion of the Kennedy Round of trade .negotiations within
BGATT in June 1967, the participating developing countries noted, in a joint
declaration, that the contracting parties which participated in the 1964-1967
Trade Conference had recognized that the followirng problems of major concern
to the developing countries had not been solved satisfactorily during the
negotiations: advance implementation of concessions in favour of developing
COuntries; reduction or elimination of duties on products of particular export
interest to the developing countries, tropicel procducts, commodity agreements,

/compensation for
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compensation for loss of .preference, and removal of non-tariff barriers,
In view of this situation, the. developing contracting parties advocated

the institution of rew negotiations to.promote the practicel implementation
of the conclusions and  recommendations adopted atsthe 1983 ‘and 1964
ministerial meetings and of the provisions of Part IV of tha General
Agreement, Subsequent trends in trade between the-developing and developed
countries have tended to Jjustify the concern expressed by the fermer et

the close of the Kennedy Round, :

9. A few mentﬁs”eftep the conclusion of the Kemnedy Round of negotigtions,
the secretariat of UNCTAD produced & document ;j analysing and evaluating
the results of those negotiations. This rsport showsd that the tariff
reductions achieved applied only to a limited number of products of interest
to the developing ceuntr1es, Ahat very little progress had been recordsd

in the dismartling of non—tarsz barriers, that various sub-committees and
working groups originally previded for did not work in practice, and that
the concept of the principle supplier had led first to an‘agreement amohg
the big powers in the form of package deal; while the negotiations with
developlng countries were carriesd out virtually on'a bilateral basis and in
' terms oF only relative "nen—recipr0e1ty -, the <interpretation of whlch was
decided upon in practice by the developed: countries' themsslves, since‘they
withdrew offers or refused to negotiate with specific developing countries
when they consi dered thet they were not ebtalnlng sufficlent r901procity
from the latter. : -

5. Nertiétiens between developing countries
within GATT

o, The December 1971 Pretecel pLacing trade negetietiens betwean develaping
'ceuntrles within GATT en a formal basis, in.respect of whose implementation
‘the contracting parties granted & waiver of the principle of the unrestricted
appli;atien of the most-favoured-nation clause, constitutes an important.
conceptual advance in trade negotimtions despite the small scope of the
concessions Exchenged and the limited rnumber -of participating developing
countries, It represents the practical implementation of a principle

already eccepted in UNCTAD and within GATT itself, namely, that concessions

or advantages granted by the developing countries among themselves, outside
the context of the arrancement covered by Article XXIV:.of the Gensral '
Agreemsnt, may not be extended to.the developed coumtries, Furthermore, the
extension of concessions to othar developing countries is made subject to

the eccaptance of egreements concluded with the latter on the terms envisaged
in the Protocol. : : -

i/ . See UNCTAD Tha Kennady Rounci' Estlmated Effects on Tar'i‘Ff Barriers
(TD/B/Rev.l]
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'é. The Second United Nations Development Decade

1l. The Intermational Development Strategy for the decade 1970-1979
proposes the adoption by both the developed and the developing countries
of various measures consistent with the international community's new
concept as regards economic and social development.

12. In the sphere of interrational trade, this rew concept provides for -
the adoption of specific measures such as the conclusion of agreements or
arrangements on commodities, the elaboration of an agreement on g set of
general principles on pricing policy, the standstill principle, the
reduction or elimination of tariff and other barriers to imports of
manufactures and sami-manufactures, measures to diversify the economies

and exports of the developing countries, measures to'solve the problems
raised by syrithetics and substitutes, and consultations or surplus disposal.
Measures are also envisaged for the progressive elimination before

3l December 1972 of rnon~tariff barriers affecting trade in manufactures

and semi-manufactures; the elsboration of a programme for assisting the
adaptation and adjustment of industries in developed countries to facilitate
the sxpansion of imparts of manufactures from developing countries, and
the identification of restrictive business practices affecting the trade

of developing countries, In brigf, the Strategy established a programme

of action for the international community, aimed inter alla at modifying
the structure of world trade to berefit the developing countries through
measures to be implemented -~ for the most part - at the beginning of the
tecade. ' '

7. The 1973 trade negotiations

13+ ° Following the troubled period in the monetary and trade shherés

which began with the emergency measures adopted by the United States in
August 1371, the major industrialized countries made considerable changss

in theilr exchange parities and agreed to initiate efforts to ackhieve

further progress in the multilateralization and liberalization of internaticonal
trade relations. On 9 and 11 Fekruary 1972, two joint declarations, one by
the United States and the European Economic Commumity, and the other by the
United States and Japan, werg formulated within GATT, expressing, in
virtually identical wording'gj, the need for a comprehensive review of
international sconomic relations with a view teo negotiating improvements -

in thellight of the structural changes that have taken place in recent years.
The review, it was stated, should cover all elements of trade, including

_g/ See ennax 1.
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"measures which impeda or distort agricultural, rew materiel and industrial
trade", At the same time, mention was made of the need to give special
attention to the problems of developing countries,

14,  The two_ joint declarations [USA/EEC and USA/Japan) are in accord

in propesing that the.multilateral negotiations advocated should be
" conducted "on the basis of mutual advantage and mutugl commitment with
overall reciprocity" and should cover agricultural as well as industrial
trade, The declarations both indicate the intanfion to initiate and -

support in 1972 and "analysis and evaluation in the GATT of alternatlve
tachniques and modalities for multilateral negctlation of long—term problems
affecting all elements of world trace", and they state that their signatories
will "sesk to utilize every opporturity in the GATT for the settlement of
trade problems, the removal of which would lessen current trade distortions,
and will strive,for further progress with respect to thosé matters now

being discussed in the GATT Committee on Trade in Industrial Products and
the GATT Agrzcultural Committee"., It is further stated that progress in

this field during 1972 could pave the way in GATT fbr g new ma jor initiativae
for dealing with 1Dngeru¢erm trade problems“ .

15. A ppint of d1sagreement in the joint United Statesturnpean Econemic
Communlty declaration is that the Eemmunlty state’s that the conclusion of
internatlonal commodity agreements is one means of achiev1ng the expansion
and liberalization of world trade, while the United States takes the opposite
view, i.e,, that "such agreements do not offer a useful approach to the
achievement of these aims". The United States explained later that it held
this view only in the cese of temperate-zone products,

16, Gince other contractihg parties are invited to assotiate,themseluss
with the declarations, thes GATT Couricil, at a meeting held last March,
accepted the proposal that multilateral negotiations should be initiated
in 1973 and entrusted a special group with the task of making the necessary
preparatory study., For their part, the- davaloplng member countries of
GATT stated that, before they could decide whetFier to participate in the
- riegotiations, they.-would have tc knaw-precisely what the terms of their
par'tlc:_patinn would be., o ‘

17, The United States, the expanded EEC and Japan, as well as the other
developed countries that have alreddy agnaed to the idega of holding
multilateral negotiations within GATT, have emphas;zed the fundamantal
'cbjective of overcoming, through the ‘accelerated expansion of their 7
reciprocal trade flows, the problems associated with the growth of the
international economy which could result from a rearrangement of the world
monetary system along stricter limes. The United States has already

Jannounced its



announced its intention of achieving an increased trade surplus in its
foreign trade; for their part, the other industrialized countries, whose
exports were for some months threatered by United States import restrictions,
do not wish to unleash a trade war which would not only weaken the very,
foundations of world trade but also strengthen the autarkic and protectionist
tendencies latent in meny industrialized countries. One of the most specific
objectives of the developed countries in the future multilateral negotiations
is to provide for the effective incorporation of agricultural products
(particularly temperate-zone products, which were practically ignored in

the Kennedy Round)}, to liberalize still further the trade in industrial
praducts, and to negotiate the elimination of non-tariff rastrictions,

In the case of temperate-zone agricultural products, it seems clear that
broadly based negotiations should touch, inter alia, upon agricultural
policies and levels of protection,

18, As is recognized in the above-mentioned joint declarations, the
holding of multilateral negetiations, with the participation of as many
countries as possible, requires that special attention be devoted to the
problems of developing countries.

19, Although it is reasonable tu assume that in their negotiations the
developed countries will strive to-apply to the fullest extent possible
certain traditional principles, such as egual treatment and the most-favoured-
nation clause, it is equally reasomable to assume that in the set of general
objectives of the negotietions to be defired, and in the rules governing
reciprocity to be applied, and the technigues, procedures and other basic
rules for these negotiations, account should be taken of criteria of equity’
which would compensate in some degree for the weak position of the

developing countries derived from their ecoromic and technological limitations,

’

8, The Bogotd meeting of CECLA

20. At the thirteenth meeting of CECLA, held in Bogotd in March 1972,

the Latin American countries drew attention to a new matter of vital
importance to the developing countries: that of multilateral trade
negotiations, on which a concrete decision should be reached at the third
seasion of UNCTAD, They also considered that this matter, together with

the question of international monetary reform, reeded to be dealt with on
the broadest possible basis, so as to prevent the develoging countries from
being in any sense left out of the discussions and any decisions that might
be reached on the matters in gquestion in the competent internationmal bodies, .

/9. The
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9. The thirﬂ saession of the United Nations Conference
' on Trade and Development

21,  The subject of multilateral_tnade negotiations was extensively

’ discussed at the third session of UNCTAD, held in Santiago’ in April and
May 1972, with the active participation of the Latin American countries, .
A first draft drawn up by the Latin American Group was presented, with
slight amendments, as a Forma).proposal by the Broup of 7?7 (document
TD/L6L/Revil).  This document was discussed in detail in an ad hoc

group which presented tg the plerary of the Conference' a8 new draft,
apprnved by consensus, ‘embodying the essence of the proposals put forward
by the developing countriss, The texts of the draft adopted by the Group
of 77 and the draft agreed upon by the Conference are attached as annex 3
of the present report, When the resolution on multilatera] trade
negotiations was approved in plerary session, the Group of 77~issuéd a
declaration in which, as well as reitenat;ng certqin fundamental principles
that should be borne in mind during such negotiations, they anmounced their
decision to set up & co-ordirating group in Gensva which will serve as a
forum for co=ordirating the participation of the devaloping countries in
the preparatory stages of the negotiatlons, especially with regard to
techniques, modalities and basic rules, In the light of the results of
this preparatory wurk the Group of 77 w111 then decide on whatever Future
joint action is considered necessary. The member couritries of Group B
requested that a joint declaration by their groups on GATT /UNCTAD should
alse be annexed to the reselution as & reference document, The texts of
both.documents are reproduced in annax 4,

;;0. The Go-ordinatinq Group of the Group DF 77

22, The Co-ordimating Group of the Group of 77 on the 19?3 multalateral
trade negotiations held itg inaugural session in Genewva around midmduly.
Its President will be the President of the Group of 77 and it will have
aix uice-presidents, two for each regional group'_/¢ The Secretary-General
of UNCTAD and the Director-General of GATT were the special guests of the
Co-ordinating Group, and at diFfErent.maetings they referred to the action
of bath organizations to facilitate the participation of the developing
countries in the negotiations, vo-ordinate their respective activities and
co-ordinate the activities of both organizations with the work of the INF.

3/  The Latin American Group decided that its two vice-presidential
posts would rotate among the countries so as to maintain constant
rapresentation of one member country and one non-member country
of BGATT, '

/With regard




YWith regard to the role of UNCTAD and its permanent machinery, mention

was made of the establishment of an inter-disciplinary technical group

to provide secretariat support and there was talk of establishing an
independent group of experts to advise the dewveloping countries, beginning
with a study of aspects of outstanding interest to all such countries,
without prejudice to the subsequent tfeatment_nf individual requests,

The SecretaryLGénéréi of UNGTAD'emphasized the positive elements of
different resclutions adopted at the third session of UNCTAD in connexion
with the negotiations and the need to apply in the negotiations the principles
enshrined in Besolution 82 (IIX) so that the developing ountries might
gffectively influesnce their results. He also counselled.mgains hast so that
precise conclusions could be reached, in view of the numerous ways in which
each of the items of negotiation could be daslt with.

23s The Director-General of GATT, noting the prescoupations of the
developing countries with respect to the lack of information on the scope
and content of the negotiations and the techniques and modalities that
would be applied in them, pointed out that this was a transitional stage
which would grable concrete judoements to emerge. He added that the
general and specific technigues and modalities for the developing countries
should be defined in the different committees and working parties of GATT,
and to that end the representatives of those countries should participate
mare actively in those bodies and make thelr respective positicns heard,
There was agreement on the need to set up a Committee on Trade Negotiations,
similar to the one which pperated during the Kennedy Bound, to act as a
clearing-house for all thegse tasks, To help the developing countries
participating in the negotiations to formulate their respective rmational
positions, the secretariat of GATT undertook to supply all the available
documentation, which may be broken down as follows: {i) general documentation,
to which all participating countries,-both members and non-members of GATT,
will have access; (ii) specific documentation requested by a country or
groyp of countries, which will be restricted to the country or group of.
countries requesting it. The GATT secretariat pointed out that there
existed dg facto co-ordination with the UNCTAD sccretariat, but gave no
detaeils concerning the co-ordination of future work or assistance to the
developing countries which request it,

/Chapter II
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Chapter IT

PREPARATORY WORK:

L

1. ACtan w1th1n GATT from the Kennsdy Hound to the
T Joint Declaratlons SR T

24, At the very close of the Ksnnedy Hound of multilateral negotiations
(November 1967), GATT put into effect a co-ordinated programmg of work
aimed at bresking new ground in the literalization of world trade, To

‘that end, it initiated e comprehensive reuiew of residual barrisrs, - .
identification of nen-tariff barriers, and examination of the principal
problems affecting trade in agricultural products, an area in which very
l:ttle“prQPGSS'has heer'made within the framework of GATT, .This programme,
‘whleh now goas back Fbur years, conszsted ba51cally of the following tasks.

(1) Study af the tarlffs epplied by the major developed countries
in various sectors, with specxal regard to the problem of
f-tarlff dlrfeventlals.‘ e - .

e (ii) Tdentification of non-tariff berriers. {standards, licences, 5
Ui pedtitutions,  subsidies, quotes, stc.) and the determination
‘of possible Formé of action-to: desl with thoss barriers
"(regotiation on'a produst-by~product basis, adoption of codes
of cnnduct, agreed prlnclples, etc.}. '

(i1i) Identification and analysxs of the 1nstruments used to protect
. ~gP encourage agricultural production and of  the, measures -and-
*‘fmachlnery smployed in respect of . imports and exports; and

{iv) Study, on a prcduct-by-product and caseuby—case basis, of - the
o restrictions affecting trade in prnducts of special 1nterest
‘to the developlng cauntrlas. ;

25, With regard to the particular problems of the developing countries
(particularly those problems that were not given due attention during the
Kennédy Round), the work done by the Committee on Trade in Industrial
Products, the Agriculture Committee and the Committee on Trade and Development,
as well as by various speciel groups (trnpicalfproducts, fiscal adjustments
at the fromtier, etc.), and the technical work carried out by GATT covered
the following flelds:

/{a) Tariffs
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(a) Tariffs and trade: Analysis of the tariffs imposed by the
developed countries, examination of thelr structure by sectors
and stages of processing, and tabulation of products of particular
interest to developing countries, In this connexion, a list was
made of thosé products subject to high tariffs and duties andfor
high tariff differentials in which the developed countries had
a large share of trade, ’

(b} Norn-tariff barriers: Classification of the notifications by
contracting parties,[quantitativa.rastrictions, government
acquisitions, subsidies, minimum suppart prices, customs valuation
practices, standards, licensing, sanitary measures, etc. ), and
initiation of a discussion in the Committee on Trade in Industrial
Products regarding solutions and possible agreements to eliminate
ar reduce the impact of such barriers on trads. In the course
of the discussions, some developing countries took up special
positians an such metters as elaboration of codes of conduct,
priority reduction of certain restrictions, elimination of duties
‘on licences for products originating in developed countries,
guota increases, reduction or elimination of internal duties
(particularly when such duties are standardized in the EEC), etc.

{c) Agricultural products: Identification of the instruments of
protection used hy the contracting parties, classification of
these instruments (production incentives, import regulations,
promotion of research activities, sanitary measures, etc.) and
consideration in the Agriculture Committee of the approach to
be adopted to the procedurs to be followed in each case and the
standpoint to he taken on the particular interests of the
developing countries,

26. In 1971, the "Group of Three" was set up in GATT to hold consultations
with the developed contracting parties on existing tariff and non-tariff
barriers affecting the trade of developing countries and to make suggestions
and recommendations designed to facilitate the implementation of Part IV

of the Gereral Agrsement, As well as collecting and listing information
fram each develaped country on quantitative restrictions and other nohe
tariff barriers {restrictive business practices, duties on -tropical products,
ete, ) the group formulated recosmendations for ramoving;er;raducing such
barriers or making them more flexible, either on & general basis or with
priority attention to barriers against developing countries. In response

tao the suggestions and requests of the Group of Three, the GATT secretariat
is now preparing, on the basis of the extensive information available, tables

/of the
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of the prevailing situation in respect of tariffs (including systems of
preferences -in favour of the developing countries) and it is producing
special reports, for each of the developing member countries, on tariff

and non=tariff barriers, agricultural problems and other restrictions applied
by developed countries which &ffect their export trade, This material

may help to clarify the -interests of the dEvelopzng countr;es {veginning
with those that are currently members of GATT) in the ‘context of the

rnew programme for the 1iberalizat10n of international trade.

e Acticn within UNCTAD

27, At the second session of UNBTAD, and more particularly at the third
session held in Santiago, Chile '(April-May 1972), the UNCTAD secretariat
presented a set of special studies (sectoral analyses, trade figures,
cperation of agreements, problems of access, non-tariff barriers, restrictive
business practices, etc.) which contain a vast amount of information and
elements of Jjudgement and which, if properly aelectad, ‘marshalled and
updated, would be of great value in the developing countries' partlcipatlon
in the forthcoming multilateral trade negotiastions, In addition to informal
arrangements alrsady in existence, and teking into'account resolution

B2 (III) the preparatory work of UNCTAD should be prnperly co—ordinated

with the work being done in the GATT, by the conclusion of suitably
explicit-institutional arrangements betwaen the secretariats of both
organizations 50 as 'to Bnsure the schievement of the objectives in the
sphtre of dotumentéation aend assistance to the developing countries envisaged
~in the relevant resolutlon adopted at the third session of UNETAD.v

, 3. Action withln GATT from the time of the '
S 3 ~ Joint Declarations

28, . In the declaraetions formulated by & numbér of developed countries

‘atltha meeting of the GATT Council in March:1972 1 _/, in which they agreed

to initiate and actively support multilateral and comprehensive trade -

' negotiations in 1973, mention.is mage of the objective of giving special’
attention to the problems of developing countries, The latter expressed

their satisfection at this initiaetive, but pointed out that they could

not teke a decision regarding their full participatlon in the regotiations
until technlques and modalities sppropriate to their. interests and aspirations
wore established, In this cannaxion, certain develaping countries raised
such matters as the principle -that they should not be asked to grant reciprocal

l/ “Bee d@nnex 2,
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concessions and that no action adversely affecting the advantages accruing
to them under the generalized system of preferences should be taken without
specific compensation. To sum up, the Council agreed to analyse the
techniques and modalities of negotiation and to examine such techniques
and modalities as were suitable for the developing countries, This
preparatory work is essentially being carried out:

(a) in an gd hoc working group of the Agriculture Committee;

(b) in the Committee on Trads in Industrial Products and its
diffgrent working parties, i.e,:
- Working party on tariff study, and
- Working parties 1 tc 4 on nor=tariff barriers;

(c) in the Trade and Development Committee, which, in sddition
to continuing its work of identifying and seeking solutions
to the problems of the developing cpuntries, will now also
direct the trend of its work towards the multilateral negotiations
of 1973,

(1) Ibe sgricultural sector

29, The Agriculture Committee undertook to complete its sexamination

of the techniques and modalities of negotiation in the. sphere of agriculture
by the end of 1972, and entrusted this task to a working group, on the
understanding that it should pay special attention to the interests of

the daveloping countriss, The group has thus far studied the following
aspects? ' ' '

~ direct and indirect techniques for eliminating or limiting aid

to exports;

techniques and modalities of negotiation on customs duties,
variable dutiss and other special charges,

techniques and modalities in respect of quantitative restrictions;
health and sanitary regulations, marketing norms and the
licensing system;

technigques and modelities of negqtiatinn on production measures,

-3y  On beginning its task the special group indicated that, in its
view, the best way in which the deweloping countries could dizznd their
interests would be for their representatives on the mroun %o <peak up
and express theii opinion as each technigue or modality wos scecifically
being considered, whensver they considered that & speciasl adaptstion of
the gereral rule under discussion was called for,

/31. With
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dl, With regard to the elimination of aids to exports, the enalysis

. Focused on the advantages and drawbacks of the applicetion of techniques
of total or progressive elimination and, in the latter instance, of
techniques involving the reduction of subsidies for all products or for
spacific products (globsl subsidies, individual subsidies, or subsidies
subject to a limit teking account of pricé-differences on the domestic
and world markets). Financial technigues, including price clauses and
limitation through mimimum internatiocnel prices, were.also examined,

It was suggested that developing countries should be exempted from the
underteking to eliminate export aids or else be given longer to eliminate
such subsidies, while developed countries might make priority reductions
of subsidies in respect of products of particular sxport interest to
developing countries,

32, On the subject of gustoms duties, it was noted that, in the egricultural
sphere, such duties usually ccnstltute neither the scle nor even the

. principal element of protectipn, .and that negotiations for their plain and
-simple elimimation could proveke the use or proliferation of non~tariff
barriers. For this rgason it was suggested, inter slia, that non-tariff
barriers should bs replaced by fixed customs duties and that priority
should be given to the elimination of duties on agricultural. products
originating exclusively in developimg countries, Most members of the
group were in favour of the commodity=-by-commodity negotiation technique
and of discarding the method of across~the-bpard reduction, Opinions
were.also expressed regarding tha modalities of negotiation of tariff
guotas and techniques for simultanecus action in respect cf customs

duties and other measurss applicable at frontiers.

33. With regard to variable duties, variocus techniques wers analysed
based on the idea of the establishment of ad valorem equivalerts and
involving such solutions as gradual reduction, fixing of ceilings of
maximum incidence, duty~free quotas or quotas subject to reduced variable
duties (with possible preferential access for developing countries},
exemption with minimum prices for the foreign supplier, and differential
variable duties depending on the market price and period of application,
The EEC considered that variable duties were a new instrument to which
the traditional GATT negotiating techniques could not be applied, and

the situation could lead to the resurgence of the legal problem - not

yet finally resolved — of the compatibility or incompatibility of variebls
duties with the basic provisions of the Gerneral Agreement,

34, With regard to gusntitative restrictions, several technigues for
reducing their use or elimimating them, were proposed, linked in some
cases with the elimination of other measures such as aids to exports,

/The developing
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The developing countries drew ettention to the need for the elimination
of certain discriminatory measures based on the classification of products
or countries, This aspect (like the global application of bilateral
quotas, maximum price commitments on the part of exporters, etc.] was
anglysed in the context of technigues designed to achieve the adoption

of a code of principles on this matter,

35 - On the subject of health and sanitary regulations, it was generally
agreed that their susceptibility to multilateral negotietion depended
basically on whether they were aimed at providing economic protection;

at the same time, it was recognized that progress had frequently been
achieved in bilateral negotiations. In the last analysis, the problem
should be dealt with in terms of specific cases and products, The
establishment of an interrationel code with general guidelines might be
envisaged,

36, No substantial progress was made in the gnalysis of specific techniques
and modalities relating ta production measures, The examination was
focussed on certaln hypotheses regarding measures:

(1) epplied to prices;
(ii) effecting the factors of production;
(ii1} in the field of sales or marketing, and
{iv) relating tq producer income,

37. On the question of surpluses, proposals were made that criteria

of responsibility for their creation should be defined and negotiations
should be held concerning: (a) undertskings to limit or eliminate export
subsidies; (b) agreements on the handling of short-term stocks; {c) donations
not affecting the commercial merket; (d} imcreases in consumption; and

(e) destruction of goods,

38, With regard to international stabilization agreements, which have
the support of the devEIOping countries and of maost developed countries,

the following objectives were indicated: {a) scoromic stability; (b) trede
promotion, and () balanced economic growth, It was gererally agreed
that future agreements must differ from those elready in existence and
teke account of policies of assistance to production ancd exports, levels
of self-supply and the activée participation of the dewveleping countries,

/39, With




- 15 =

39, With regard to eriteria for verifying fulfilment of commitments,

it was generally acknnwledgad that the level of s8if-supply was 1mportant
as an index of indzrect production commitment or as an index of a range
of commitments in respect of particular measures pr actions (tariffs,
non—tariff barriers, subsidies, ets,).

40, With regard to support policies, the difficulties of measuring

levels of support in the present international monetary situation were
discussed, together with the. disadvantages of or limitations on
undertaking overall commitmerts; the feasibility of applying this

technigue to specific products and interested gountries; the possibility

of using it as a means of ovarsseing the implementetion of other techniques;
and the difficulty of determining certain elaments such as domestic

prices and indlcatlva prices,.-

41, With regard to areas in which codes of conduct could usefully be
established, it was pointed out that they sre already being considered

for some cases of export aids; they could alse be epplied to certain
production measures (support measures, transformation of structures, etc.]:
that they are of great value as an "umbreila approsch” to the problem in
sectors where ng other viable solutions exist; that the aims should ba
defined before codas of conduct are actuslly considered; and that no
attempt should be made to use codes of conduct until all efforts to find
other solutions have been exhausted,

42, With regard to ths combination of tschnigues, the participants

discussed techniques combining export, import and production commitments.

43, At the suggestion of a developing country, the ad hoc working

party of the Agriculture Committee invited the GATT secretariat to present
a study to be distributed in good time for the rext session of the
Committee (20 and 21 Ssptember 1972), on the implications of the techniques’
and modalities of fufure negotiations on agriculture for the developing
countries; this study should be similar to the one on industrial products
already prepared, The ad hoc group emphasized that the technigues and
modalities reviswed up to that point were in ne way limiting and that

the develaping countries could make all the suggestions they might consider
relevant so that, in futurs multilateral regotiations, their particular
agriculturel intsrests might be taken into account,

44, The operational procedure of the GATT working groups o date, has
been to examine the difficulties and the feasibility of epplying technigues
and modalities in the negotiations, without necessarily defiming prefersnces,

Jand certeinly
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and certainly without making clear whether the techniques under review
will or will not be advocated during the actual negotiaetions, For this
reason, it was surprising that, at the last meeting of the Working Group
on Techniques and Modalities of the Agriculture Committes, the United
States proposed a methed of negotiation in respect of agricultural
commogities combining various techniques which have bsen analysed within
GATT. As this is the only scheme proposed so far, it is comsidered that
. it deserves special attention from the Latin American countries, with a
view to dstermining as early as possible whether or not the different
proposals can he made compatible with the specific interests of the
region and of developing countries in gensral,.

(1) The industris) sector

45, The GATT secretariat prepared a working document on negotiating
technigues and modalities for industrial products. This document incorporates
most of the techniques in respect of tariff and non~tariff barriers used
or advocated in negotiations up to the present and suggests that the
situation of the developing countries should be considered when each of
the proposed techniques is analyssd. This document was subsequently
complemented by another which provided a preliminary roview of the
implicatiaons for the developing countries of the different technigues
and modalities for the trade negotiations, without going inte them in
detail, since the Committee on Trade in Industrial Products has only
Just begun to review the various gereral formulas.

46, The latter document places speciel emphasis on the advantages or
disadvantages for the Gesnerelized system of Preferences of the various
technigques in the Field of tariffs, such as negotiation on a commbdity—
by-commodity basis, the continuation of the reductions which emerged out
of the Kennedy Round, the introduction of exemptions from duties, acrosse
the~board reduction, and the harmonization and combination of these
techniques. However, 1t contains a number of gaps, insofar as it does
not: (a) consider the effect of tariff reductions on the gsneralized
system of preferences; (b) indicate differences in tariff treatment
accarding to degree of processing; {c) envisage priority action to eliminate
restrictions on products of specisl interest to developing countries, or
{d) envisage the elimination by the developed countries of duties or
charges on non-competitive products,

47. The main techniques referred to in the field of tariffs are
negotiation on a commodity-by-commodity basis and across~the-board reduction,
the applicahility of which depends largely on the targets the contracting

/parties wish
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perties wish to attain, such as: (a) total or substantizl elimination
of duties;. (b) partial elimination with or without harmonization of
tariff structures; [GJ reduction in proportion teo the levels of duties
{problem of disparities} or in the light of their protective effect;
(d) negatigtions for tariff adjustments; (e) scope of exceptions and
application of safeguard clauses. ‘

a8, Another of the techniques analysed concerns the possiblity of
bringing national tariffs into line with a model tariff, despite the
difficulties involved in dstnlng criteria far establiahing the latter,
Consideration was also given to the possiblity of combining various
techniques, suth as across-the-board reductions with product exceptions,
acrass~the-board reductions with hannonization measures, etc.

a9, With regard to non~-tariff berriers, the four groups, which met at
least once during the first half of 1972, are working towards solutiocns
subject to the apprcval of the. gnuernments, Two topics to date have
achieved a sufficient consensus to be taken up by the nat10na1 administrations:
customs valuations and licensing systems, Progress has been made in

the search for sclutions to three other problems: export subsidies,.
import documentation and consular rights, and stendardization, Two
furhter topics will be included next October: compensatory duties (closely
linked to export subsidies) and quantitative restrictioms, which are

‘of specisl impgrtance to the developing countries, The Commitftee on

Trade in Industrial Products has analysed the advantages and disadvanteges
of differsnt types of spproach to non-tariff problems, Howaver, its
examination of the subjeect has been of a very preliminary nature since,
despite the results of the work of the four groups, the possibility of
reaching agrsement on which of the non=tariff barriers would be dealt

with in the regotiations, and how they should be “"graded" so as to ,
produce the necessary bhalance in compensations among developed countries
5till seems to be distant,

0. Considerafion should also be given to the problem of sectoral
liberglization, taking account in the negotiations of the whole rangs of
tariff and non~tariff barriers aeffecting trade in specific sectors,

(i4i) The interests of the dedeloging countries

51¢ It has elready been mentioned that the information and suggestions
presented by the GrOUp of Three include a number of specific proposals in
favour of the trads of developing countries (eliminatlan of discrimination
against them, priority reduction of non=tariff barriers, etc. ), which should
be adequately dealt with in the context of the multilateral negotiations,

/52, Similarly,




82, Similarly, in the course of the preparatory work that recently

hegan on negotiating techniques and modalities in the. sphere of agriculture
and industrial products, certain developing countries which made statements
in the eppropriate negotiating bodies of GATT raised problems or special
points that are both pertinent and important, In this connexion, it

should be clearly sstablished in advance whether the basic rules, techniques
and modalities which are to govern the conditions of participation by

the developing countries in the multilaeteral regotiations, should be

drawn up and agreed to jointly in a special forum (such as the Committee

on Trade and Development), or whether they should be drawn up as a

result of special discussion at the same time that the technigues and
modalitles applicable to the developed countries are worked out, A
compromise solution would be to agree on certain fundamental rules in

the Committes on Trade and Development and tp define more precise techniques
and modalities when discussing at the sectoral level or even at the product
level sach of the elements (mechanisms, policies, measures, procedures,
etc.) which, in the last analysis, have to be negotiated,

53, Both in the resolution approved by consensus .at the third session

of UNCTAD amd in the declaration issued by the Group of 77, the developing
countries have drawn attention to a set of pringiples which must be borne
in mind along with other principles, when the modalities, techniques end
basic rules for the negotiations are formulated with the full participation
of those countries, The following are the principles suggested:

“(a] The developing countries, collectively or individually, shall
not suffer, directly or indirectly, adwverse or prejudicial
effects as a result of these negotiations. On the contrary,
the negotiations shall provide the developing countries with
additional bsnefits that represent a substantiel and meaningful
improvement of their position in international trade, so that
they segure an increasing share in the growth in international
trade commensurate with the rneeds of their sconomic development
on the basis of nom-reciprocity, norn—discrimination and
preferential treatment;

(b] If the preferentiael advantages enjoyed by developing countries
are adversely affected by the results of these negotiations,
the developed countries shall tske additional measures to
compensate the developing countries so affected;

/(c) Developed
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(h)

ti)'

(4)

- 20 -

Developed countries should provide more favourable and acceptable
conditions of access to the pruducts of develeping countries

and ensure for these products a larger share of the markets of
developed countries, and whers appropriate devise measures
desigred to attain stabls, equitable and remunerative prices

Ffor their products;

All develéping,éountriea shall be entitled and ensbled to
participate fully, effectively and continuously in thess.

‘negotiations in all thelir stages so that their 1ntarests are

fully taken into account;

All the concessions which may be exchanged by developed countries

~among themaelves should eutomatically be extended to all

developing countries;

Cbnéess;nns granted by the developed countries to developing
countries need not be extended to developed countries;

In the:negntiatians among developing countries the tafiff
and other cuncessions which they may negotiate among themselves

-ghall not he axtended to the developed countries,

The negotiations should as a matter of priority secure . significant
concessions for the products of particular 1nterest to least
developed cuuntries.

Utmost priority shall be accorded to the removal of all barriers

to the prnducts of expart irterest to developing countries
in the markets of devsloped countriesy

Concessions agraéd upon in the negotiations in favour of
developing countries shall be mada available to them immediately
and will nnt be phased.“

lastly, it should be noted that the GATT secretariat undertook to

prepare a special study, by September 1972, on negotiating techniques and
modalities in respect of teriff and non~tariff barrisrs, to enable the
developing countriss to obtain goncrete results from their participation

in the negotiations. The Group on Nor-Tariff Barriers is shortly to
present & report on its work so far to the Committee on Trade in Industrisl
Products,
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55, The Committee on Trade and Development held its twenty-first meeting
in mid-July to analyse the second report of the Group of Three, which
contains elements of real intarestlto'the developing countries and provides.
a clase~knit synthesis of the trade guestions most relevant to them,

During the debate, several countriss stated their willingness to contribute
tawards expanding the exports of the developing countries, and even to

set up specialized offices in sach of them, With regard to the participation
of the developimg countries in the multilateral negotistions and their
present situation in the agencies of BGATT, further information on conditions
of participation can be found in chapter IV, section A, (Special Problems)
of the present report. With reference to the principles, basic rules

and techniques and modalities, a debate wes opened with the specislly
noteworthy participation of some developing countries; the debate was
characterized by the blatently negative position of Australia as regards

the possibility of considering nom=tariff preferences and establishing
separate technigques and modaljities for the develaoping countries, There

was also clear gpposition on the part of the other developed countries

to the proposal that the principles pressented by the deweloping countries
and contained in UNCTAD Resalution 82 (III) should be converted into

special techniques and modalities for those countries. The debate on

the third topic, namely, measures of assistance for the transformation

of structures, produced no satisfactory resuvlts, owing to the unconstructive
attitude of the major industrislized countries.

56, The twenty-sighth sessign of the Contracting Parties of GATT will

be held during the first two weeks of November (between 4 and 14 November),
Prior ta this, all the committees and working parties mentioned ebove

will hold meetings in acnordance with a timetable brought up to date at
the last meeting of the Council, which is incorporeted in annex 6.

/[Chapter III



Chapter TII
NEGOTIATIONS ON THE EXPANSION OF THE EEC

67, One of the results of the admission of four new countries - United
Kingdom, Ireland, Norway and Dermark ~ to membership of the EEC has been
the initiation in GATT of a dual process imvolving, on the one hand, the
examination of the compatibility of the Treaty of Accession with -
article XXIV and, on the other, the preparetion of negotiations over
paragraph 6 of the same article 'so as to determing what compensation is
due to the Cnntractlng Parties affected by the enlargement of the EEC,
particularly following the adoption by the new member countries of its
Common Exterral Tariff and agricultural regulations., BATT has accordingly
created a Working Group on accession to the Eurecpean Communities which,

at its first meeting, decided it would be advisable to carry out the

study of the compatibility of the Treaty with the provisions of the
Gereral Agreement prior to its entry into effect on 1 January 1973,

from which date the negotiations relating to paragraph 6 of mrticle XXIV
are to begin. At subsequent meetings, the Workirg Group discussed the
documentation which the EEC should meke aveilable to it in that corinexion,
Several member countries of the Group would like to know more about the
repercussions of the common agricultural policy and especially about the
real impact of variable tariffs, The EEG's refusal so far to provide
this information suggests that it intemds to refuse to negotiate the matter,

58, GATT is alsa scheduled to sxamine the compatibility of the provisions
of article XXIV with the bilateral sgreements regarding the establishment

of a free trade area for industrial products between the EEC and those

EFTA countries which have not applied for admission (Portugal, Switzerland,
Sweden, Austria, Ireland and Finland]. By and large, it can be expected
that the discussions about the Treaty of Accession and about agreements with
the remainimg European countries will culminate in the acceptance of the
compatibllity of such conventions with the provisions of artlcle XXIV

of the General Agreement.

. A more complex and awkward problem would seem to be possd by the
negotiations due to begin in January 1973 regarding the requests for
compensatory adjustments formulated by other member countries of GATT
on account of the change in the previously existing situations,

/1. Main
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l. Main aspects of the negotiations

60. The tariff implications of the admission of new countries to
membership of the Community can be locked at from the point of view
either of industrial products or of agricultural commodities.,

6l. As far as industrial products are concerned, the progressive and
steady removal of tariffs among the new members of the Community will

take place in five stages, each of 20 per cent, starting on 1 April 1973
and ending on 1 July 1977, The tariffs of the new members will be

brought in line with the Common External Tariff in four phases - 40 per cent
on 1 January 1274, 20 per cent on 1 January 1975 and 1976, and 20 per cent
on 1 July 1977. In the case of certain products from Commonwealth countries
currently benefiting From preferential margins in the United Klngdom, the
first tariFf cut can be put off until 1 July 1973,

&2, In other words, for third countries the start of the process of
harmeonization of tariffs between the EEC and the rew member countries

is going to mean a change in the tariff barriers currently heing imposed
by the new members anmd a series of varying situations up to the point where
the process enters its final phase,

63, By and laerge, the adoption of the Common Extermal Tariff by the four
indqstrialized countries joining the EEC will entail a slight reduction

in their present tariffs, Preliminary estimates in terms of the benefit to
trade likely to result from such a reduction mention figures of around

800 to 1,000 million dgllars, which could be losked upon as a credit for
the enlarged Community in the Tield of industrial products,. Howsver, this
estimate must not be taken toc literally simce the tariff cuts derdiving
from the harmonizetion process applied to the new member countries will

go hand in hand with a process of import substitution as a result of the
intensification of those countries® trade with the rest of the Community,
This change in trade flows will affect outside countries, and particularly
developing countries, whose ability to compete within the framewark of the
gensralized system of preferences will suffer to an extent that is difficult
to assess because of the progressively freer sccess of the present Community's
industrialized products to the markets of the new members and vice versa,
These possible negative implicatipns for third countries stemming from the
formation of & customs union and the replacement of certain trade flows

by others constitute an economic threat that is not covered by the

' Beneral Agreement, for the procedure laid down in paragraph 6 of

article XXIV merely provides for compensatory adjustment, through the
negotiation of new concessions or in some cases their withdrawal, for the

J/orobable effect
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probeble effect - estimated a priori -~ of a change in pre-existing
situations. Although, generally speaking, this is correct, due accopunt
should be taken of the balance betwsen the "creating effects” and
"giverting effacts" characteristics of these processes which is recpgnized
as desirable in article XXIV, paragraph 4, of the General Agreement, It
is stated there that the purpose of a customs union or a fres-trade

area should be to facilitate trade between the constituent territories
“snd not to raise barriers to the trade of other contracting parties with
such territories", Even if there is no specific barrier, the GATT
philUSOphy concerning this paragraph allows it to be invoked in cases
where there has been an evident diversion of trade flpws, the more so when
they are favoured by changes in the previously exlsting protection, The
"probable impact” could even be determined, or at least estimated,
beforehand {article XXIV, paragreph 6),

64, With regard to agricultural commoditiss coming under the common
agricultural policy, the Treaty of Accession stipulates that, from 1 February
1973, the new member countries will apply the common set of regulations in
this sector at hath the sxternal and ths domestic level, which means that
they must accept and implemeht the machinery and instruments of the

common agricultural policy, Consequently, the prices in those countries of
products subject to market arrangemerts will have to align themselves with
-Community prices in six stages during the transitional periud ending

31 Daecember 1977, :

65, TIn contrast to the situation regaprding industrial products, non-EEC
member countries?! agricultural commodities will receive less favourable
treatment than in the past following the admission of new members,

The extension of the common agricultural peolicy to the latter will

create a new set of circumstances for third countries, whose agricultural
products will have less easy access to the new members'! markets, Above
all, a whols new situation will face countries which previcusly benefited
from special trade advantages freguently consolidated within GATT) which
will be affected by the common egricultural policy of the enlarged
Community? this will be true, for instance, of Canada's wheat exports to
the EEC countries and the United States' melze trada with the United
Kingdom, to mention but two of the more outstanding examples, There is
alsg the case of the Commorwealth countries whose preferences in the
United Kingdom have besn listed as exceptions to article 1 of the Gensral .
Agreement, consulidated in somg cases as tariff levels or, in the case of
most products, as preference margins, This difference has given rise tao
divergent interpretations of the right to compensatory adjustment within
GATT for the loss of such advantages, Of the countries affected,

/New Zealand
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New Zealand will be able to retain its advantages in the United Kingdom
market for butter and Cheddar cheese and, possibly, reguest better
treatment for its lamb and mutton exports to the United Kingdom following
the latter's admission to the EEC., Generslly speaking, it is estimated
that the expaorting third countries?® right to compensation from the
enlarged Community in the agricultural sector will amount te around

500 ta 600 million dollars in terms of anrual trade generated.

2. The implications for Latin Americae*

66, The admission of new countries to membership in the EEC mainly affects
the agricultural commodities sector, which is where the most seriocus negative
effects would be felt, It is particularly worthy of note that, quite apart
from the implications of the common externgl policy 1/ that have already
been described on freguent occasions, the adoption of the Common External
Tariff by the new members will result in a large number of agricultural
products not previously covered by the commen agricultural policy being
incorporated intop e rew tariff structure based on duties which, For the

most part, are higher than those hitherto levied by the new member

countries, especially the United Kingdom, This is particularly true of
tropical products (green coffes, for example, carries an ad valorem duty

of 2 per cent in the United Kingdom amd 7 per cent in the EEC). As to

eight other products, same of which areg included in the common

agricultural policy gj, it appears that, with the United Kingdom®s entry
into the Community, tariffs will treble in three cases, double in another,
quintuple in another and rise from 0 to 11-12 per cent for the two remaining
products, This deteriaration in the conditions of access of certain

Latin American pgroducts following the adoption fof the Common External
Tariff will be aggravated within the enlarged market by the competition

of Africen countries that are currently members of the Commcrwealth 3/.

v

*® For further information, see ECLA, "Impacto en el comercic de América

Latima del imgrespo del Reino Unido y otros pafses de Eureopa a la CEE"
(E/on.12/L.82),
1/  See ECLA, "Latin America and the third session of UNCTAD" (E/GN,12/932),
: chap, IV,

2/ Canrmed fish, oranges, barmanas, honey, coffee and coffee extract,
cgcoa butter and tea,

3/  See the following section.

/67, The
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67. The Latin American products most affected by the application. of the
common agricultural policy to the new EEC members will be beef, imports
of which will carry a 20 per cent tariff as well as a variable levy, and
cereals, Failing appropriats corrective measures, these duties are- bound
to push up the price of Latin American products and euentually bring about
a swing in United Kingtdom imports towards preferred suppliers within the
Comunity. In the case of Latin American meat exports, the progressive
adoption of the high Community prices will produce an incentive for
domestic production and a probable decline in consumption 4/, A similar
situation could arise with Latin America's exports of cereals to the
British market, since the tariff franchise from which wheat and rice
currently benefit will be replaced by the Community's present variable
lovies. The EEC preference system will likewise encourage exports aof -
its current surpluses to the new membsr countries, ’

3, Extension of preferential areas

68, A number of special situations have arisen over the past few years,
or are in the process of developing, in respect of the Community®s trade
relations with a large number of non-member countries that have requested
special ties with the EEC, the effect of which would be a substantial
extension of the latter's discriminatory trade area, There is, for
example, the question of the creation of a free trade area bstween the
Community and former members of EFTA (Austria, Sweden, Switzerland, Ireland,
Finland and Portugal) which was decided on 23 July 1972, The agresments
signed on that date in Brusssla between the EEC and gach of these countries
praovide for the elimination, over a period of five years, of all tariff and
non=tariff barriers in resbect of industrial products, except in the case
of a few so-called "sensitive" preducts.where tariffs would be lifted
rather more slowly. The elimination of customs duties and the reduction
of tariff barriers ameng Western European countries will affect the degree
to which develeping countries can benefit from the Generalized System of |
Preferences. Agricultursl commpdities are not covered by the agreements,
except in the case of Portugal, which has obtainsd concessions for certain
products of particular interest to it,

4/  See FAD, Working Paper N° 6 {6 Decomber 1971) on the implications of
the posible enlargement of the EEC fer the agricultural commodity
projections for 1970~1980,

/85, 1In



9. In recent years, the Community has been establishing a complicated
system of preferential trade agreements with Mediterranean countries

whose incompatibility with the provisions of the General Agreement on
Tariffs and Trade has given rise to severs criticism within GATT, The
Community's so-called "Mediterranean policy” is characterized by a tendency
towards permanent expanmsion, It is shortly to be extended to Algeria,
Lebanon, Egypt and Cyprus, Other countries like Israel, Spain and Yugoslavia
have also requested a review of their existing trade agreements with a view
to their adaptation and extension in the light of the new situaticns arising
from the EEC's enlargement, The establishment with those countries of a
free trade area incorporating pre~defined programmes for the removal of
tariffs would put a stop to GATT's criticism that the current commercial
arrangements are ircompatible with the provisions of article XXIV,

70. Lestly, ancther aspect of the extension of the EEC's preferential
arsas is the possible total or partial imcorporation of African members

of the Commorwealth which at present benefit from special advantagss on

the United Kingdaom market in respect of a wide range of primery cgmmodities
and semi-processed tropical products 5/, Of these countries, Uganda,
Tanzania and Kenya have already signed preferential agreements with the
EEC based on tariff concessioms and quota arrangements for several of their
main export products, Three possible formylas have been outlinsd to cover
these countries and other developing countries in the Pacific and Caribbean
ared! participation in the existing comvention of association between the
EEC and the Assgeiated African and Malegasy States; conclusion of a special
convention of association with reciprocal rights and commitments; or the
establishment of special trade agreements, Though it is impossible to say
what decision the countries concerned will take, they might well opt far
incorporation in the Yagundd$ Corvention when it cames up for renewal in
1974, While this solution would bring them greater trade advantages and
financial and technical assistance freom the enlarged £EC, it would at the
sagme time commit them to granting major concessions on the basis of
reciprocity. This would tend to accentuate the problem of reverse preferences
and affect the possibility of promotimg trade among developing countriss
from different geogrephical regions through the system of prefersnces rot
subject to extension to other countries that has already been accepted

by BATT. ‘

§/  Coffee (Kenya, Uganda, Ghara, Nigaria], urprocessed tobacco {Tanzania),
-bhanamas' (Bhara and Nigeria), groundrnuts (Nigeria, Zambia, Tanzania,
Uganda) and palm oil {Nigeria).

/7. It




71, It must alwayg be borre in mind, however, that the negotiations for
enlarging the Community are conducted within the legal framework of
article XXIV, peregraph 6, of the Generel Agreement, and, by their very |
rature, are different from the 1973 multilaterael trade negotiations,

The separation of these two negotiation processes is of capltal importance
for the developing countries, particularly the members of GATT, in order
to distinguish between the compersatory concessions ta which they would be
entitled under article XXIV of the General Agreement and the concessions
they would wish to obtain in the new roung of trade negotiations,

[Cahpter IV
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Chapter IV
SPECIAL PROBLEMS

A, Participation of the developing countries

72. In the joint declarations by the United States, the Eurcpean Economic
Community and Japan the desirs is expressed that the 1973 multilateral. .
negotiations should involve the active participation of as many countries

as possible, and it is stated that "special ettention shall be given to

the problems of developing countries®, The declaretion by the Group B
countries at the third session of UNCTAD, for its part, indicates that

such declarations were made in the spirit of recognizing "the need to

ensure effective participation by the developing countries in the forthcoming
negotiations in 1973", Pursuing the same line of thought, the developed
countries of Group B point out that: {i) many developing countries are at
present contracting parties to GATT, thus ensuring their participation

in the asbove-mentioned negotiations, The countries of Group B state their

. firm intention of taking account of the interests of the developirg

countries from the outset of the preparation and throughout the negntiations,
examining formulas with such countries which would enable them to participate
effectively in the negotiations; (ii) those developing countries which are
not contracting parties to GATT will, the Group B countries hope, participate
in the negotiations and see that their interests would be served by

becoming contracting parties to BATT after the conclusion of the
negotiations, To that end the Group B countries will request the

Contracting Parties to meke "adeguate arrangements, in practical terms,

for their full and active participation in the negotiations”,

73. The developing countries have declared, as one of their basic
primciples for the multilateral negotiations, that "all developing countries
shall be entitled to participate fully, effectively and continuously in
these negotiations in all their stages so that their interests are fully
teken inte account”, reiterating that they will rot commlt themselves to
take part in the negotiations "until technigues and modalities which will
adequately teke into account their interests and aspirations are evolved
with their full participation". In connexion with the participation of

the developing countries, resolution 82 {III) expresses the consensus of
all the member countries of UNCTAD to the effect that: “special techniques,
modalities and ground rules should be established for the negotiations

to ensure that special attention is given to the interests of the developing

[countries; all




countries; all developing countries should be given the opportunity to
participate fully, effectively and continuously in the negotiations in
all their stages so that their interests are fully teken into account,
To this end the Contracting Parties of GATT are invited to make adequate
arrangements",

78, In line with a decigion adopted by.the Council of GATT in June 1972,

the Director-General has sent letters te the Foreign OFfices of developing
countries which are not contrecting parties of BATT, inviting them to

inform the Council whether or not they would be interested in participating

in the trade negotiations, with a view to making the necessary arrangements,
So far, only a few dewveloping countries have shown interest in participating
in the prepatory stage of the negotiations 1/, which began with the

decisions adopted by the GATT Courcil on 7 Merch 1972, for as indicated

in cahpter 1I, from that moment -on -everal committees and working grouns
started to examine possibilities and cptions with regard to techniques

and modalities' for negotiations regarding the agricultural and manufacturing
sectors and tariffs and non~tariff measures, This examination will be of
undoubted significance as regards the formal decisions adopted later -

by the competent GATT bodies with respect to the objectives, elements,
instruments and measures to bé negetiated and the mechanisms to be used: in the
differsrt stagss, Thus it gnes without saying that this preparatory work will
have & marked influence on the trend of the negotiations. ' '

75, ' As regsrds the full asccess of developing countries not cohtracting
parties of GATT to the studies undertaken by this ovganlzatiOn, it chould -
be noted that the secretariat of GATT has been preparing extensiun
technical documentation on tariff lewels, ‘quentitative restrictions and
other non-tariff barriers. This documentation, howetver, is restricted
and, until recently only the Contracting Parties of GATT have had access -
to it; hence the developing countries which are mot contracting parties
may not be in a position to identify their own problems and interests
accurately until. they acquaint themselves with and analyse this extensive
documentation ~ a task which could delay their "effective" participation
even after participating in the activities carried out by the varieus
committees and working groups and securing accass to the relevant documents,
Moreover, at the request of the "Group of Three", the secretariat of GATT
has initiated a selective study with a.view to providing esach developing
country which is a Contrecting Party of GATT with information about tariff

1/  Replies are known to have been received only from Colombia, El Salvador
and Mexico of the Latin American Group, and the Philippines of the
Asian Gmup .

Jand non=tariff



and non-tariff barriers for products of export interest to it, No
information of this kind is at present available to the countries which
are not contracting parties,

76, The Tollowing is the situatianrwith.regard to the Form of
participation of the countries which are not contracting parties of
GATT:

{i) They may attend all meetings of committees or working groups
concerned with the elaboration of technigques and modalities
for the negotiations, and meetings of the Contracting Parties
and the Council dealing with this subject, in the capacity of
observers with a right to participate fully in the discussions;

(i1} They shall have access to all working documents which are issued
by such committees or working grnups or which may be prepared
for discussion in them;

(iii) The chairman or rapporteurs of the werking groups or committees
will reflect these countries' views, in accordance with the
established practice in GATT,

7?. \Whnre a decision is adopted by vote, it should be noted that, from

a strictly legal standpoint, a country which is not a contracting party
would not be entitled to vote and would therefore be excluded from any
decisions adopted in this manner., Nevertheless, mention should be made

of a precedent where the Contracting Parties expressly established the
following interpretation in the case of Switzerland®s provisioral accession
and the question of its voting rights, They considered that, in view of
the wording of the provisions of articles 25 and 32, it was not possible,
from a legal standpoint, for Switzerland to be given full voting rights.
However, in the normal course of proceedings this was not very important,
since the Contracting Parties did not usually adopt decisions by means of
a formal vote; the chairman generelly interpreted the sense of the meeting
and fwitzerland would have the same opportunity as the other Contractlng
Parties to express its views.

78, With respect to both the conditions for participation and the enjoyment
of the benefits resulting fram these negotiations, distinctions may be

miade regarding the position of the developing countries not members of

GATT according to whether, in asking to be allowed to participate in the
negotiations, they express their intention of joining the organization
farthwith or of negotiating their accession during the actual period of
multilateral negotiation or af the end of it, Those countries which in

/the initial




the initlal stages merely express their desire to participate fully and
actively in the negotiations without previously undertaking to submit

an application for accession may at the end of the negotiations:

(a] decide to accede to GATT as Contracting Parties and thus negotiate
their accession, or (b) prefer not to accede, while however sharing in
the benefits deriving from the negotiations, In this latter case, the
tariff or other concessions which the developing countries might obtain
from the developed member countries of GATT would not be covered by the
provisiens of the General Agreement unless the existing rules were
changed. Conseguently, if these concessions were withdrawn or not observed
by the country which had promised to extend them, the would-be recipient
country would have to defend its own interests outside the context of the
Agreement assuring the country concerned of the full benefits obtained
from the negotiation, This could have important effects if the benefits
of the generalized system of preferences were legally consolidated within
the context of GATT, :

79. It is not necessary to refer to the conditions for the participation
af developing countries in all those aspects, directly or indirectly linked
to the negotiations, which are dealt with by th2 permanent mzchinery of
UNCTAD. It goes without saying that not only should the dewveloping
countries be able to participate actively and fully in such mestings, but
they should also be able to count on special support throughout the
rnegotiations, including relevant specific aspects of the latter, and the
negotiations should be kept under periodic review to ensure that the
interests of all developing countries will be taken into account in

their various stages.'s

8. ”Thé bnncegt'ofnreciprocity in the negotiations

80, The concept (or concepts) of "reciprocity" in the negotiations is
bound up with that of the basic principles governing internatioral trade,
As sven & single concept of reciprocity may admit of variations, it has
besn deemed useful to include in Annex 5, without prejudice to an analysis
elsewhere of the development and reletive value of the concepts of
reciprocity which will be of significance in the 1973 round of multilaterael
negotiations, some reflections about the evolution and relative validity of
-these basic principles upon which, in ECLAYs view, the very concept of
reciprocity depends,

. The



1. The develooment of "reciprocity”

{2} The traditional concept

81, The traditional concept of "reciprocity" in intermational trade
negotiations is that the counmtries should grant mutual comcessions of
equivalent value, The elements used to measure this equivalence include:

~ Loss of customs revenue as a result of tariff reductions, This
is an essentially fiscal corcept;

- Equal treatment, where reciprocity is measured not only in terms
of egual treatment on both sides, but alseo, in subssquent
negotiations, of equal additional concessions; o

- Lirear reduction of tariffs, which was used in the Kennedy Round,
with the addition of mutually comparable exceptions and contributions,
This concept, although based on the assumption of an equal stage
of development of the negotiating countries in regard to basic
technigues, recognizes a certain degree of disparity between
developed countries as regards exceptions and contributions, A
case in point is the Food Aid Convention, part of the "package
deal”, which required a complex. formula for the definition of
the developed countries® contributions:

- The volume of real or potential additicnal trade;

- Equal interference with domestic production as a result of the
concessiong

- Equal inputs and/or technological comporents of additional trade,
resulting from the concession; '

- Egual labour content in the products included in such additional
trade,

()} The concepts of "reciprocity" used in the General Agreement in
reglation to developirg countries

82, ' The concepts of reciprocity used in the General Agreement in relation
to developing countries were defined in the appropriate paragraphs of the
respective statements by the Ministers,

/A, In




A, In the Dillon Round

In November 1561, the Ministers

Y.e. Bgreed that, in view of the stage of economic development .
of the less—developed countries, @ more flexibls attitude should
be taken with respect to the deqree.of reciprocity to be expected
fram these countries.” 2/

B. At the Ministerial Meeting of May 1963

The Ministers agreed that

"ees in the trade negotiations every effort shall be made to
reduce barriers to exports of the less-developed countries, but
that the developed countries cannaot expect to recaive reciprocity
from the less—devaloped countries,” ' of

Co In the Kennedy Round

In May 1964, the Ministers recalled tie pertinent paregraph of

the May 1953 resclution and agreed on a concept of relative
reciprocity, i,e,, that "... the contribution of the less-developed
countries to the overall abjective of trade liberalization

should be considered in the light of the develcpqut end trade
needs of these countries." 4/ : :

BATT, Basic Instruments and Selected Documents, Tenth Supplement
De 26 section 2,

GATT, Basic Instruments and Selected Documents Twelfth Supplement
p. 48,

GATT, Basic Instruments and Selected Documents, Thirteenth Supplement,
p. 111, section D, A footnote to this resolution indicates that
"Argentina and Brazil accepted this paragraph on the understanding
that the phrase 'dsvelopment and trade needs' covers the requirements
of the current firancial situation“.-r- :

The following extract is taken from the rEport of the Pr951dent of
the Kennedy Round Sub-Committee on the Participation of Less-Daveloped
Countries (document Com,TD/W/37), Jaruary 1967:

{3/ contd) -

/83. In
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In actual fact, a different concept of relative reciprocity was used

in the Kennedy Round, ' This concept was suggested by the main negotiator

- the United States - and was pertly based on national legislative limitetions,
Thus, the concept of "equal concessions” granted by developed to developing
countries is found in the United States Trade BExpansion Act and in the
auvthorization of the United Kingdom Parliament, This concept of reciprocity
was responsible for the situation whereby the United States and the

United Kigdom withdrew certain concessions granted to developing countries
because no comparable concessions to those countries were made by the EEC,

&/

{Cont1d)

"The Ministers agreed that the developed countries cannot expect

to receive reciprocity from the less developed countries, This:
decision has since been given legal sanction with the inclusion of
the relevant concept in Part IV of the Bereral Agreement., Therefore,
the concessions granted by developed countries for products of
interest to developing countries will not bes balanced against the
contribution of the less-developed couriries to the overall objectives
of trade liberalization: a contribution which it was agreed should
be congidered in the light of the development, financial and trade
needs of these countries, Therefore, it is recognized that the
developing countries themselves must decide what contribution they
should make, In accordance with the procedure agresd, some
participating industrialized countries have suggested measures which
the developing countries should teke as regards tariff and non-
tariff barriers within the context of the negotiations,”

The report goes on to say that:

"Certain participating industrialized countries have states that
they may find difficulty in maintaining their present offers if no
effort is made by the developing countries. Although there is
consensus that the participating developing countries should make
only those concessions which are viable frem their own point of view
and consistent with their economic, fimncial and development needs,
the fact of making such concessions would facilitate the maintenance
or_improvement of the offers from developed countries with respect
to products of interest to developing countries, and would provide

a useful opportunity for the develaping countries to analyse their
levels of protection in the light of their own interest,”

/84, The
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84, The concept of reciprocity invoked by the United States for developing
countries during the Kennedy Round was also influenced by a political
principle governing United States ecnnemlc ‘aid, whereby dorations should
preferebly involve a measure of sacrifice on the part of the recipient

" country, éven though in some cases such sacrifice may have only a symbolic
value, ODuring the discussions ‘of the Trade Negotiations Committee in

May 1967 this position was formally stated imasmuch as it was ennounced
that considerable pressure had been brought to bear on the United States

- delegation to withdrew cer?ain‘nffers in which the developing countries
were directly interested. The rsport states that it had been difficult

to withstand those pressure because it had not been possible to demonstrate
that the less developed countries concerned had made a serious attempt to.
offer contributions in the form of tariff reductions consistent with their
develepment needs. Specific offers by dege&gpingﬁcnuntries benefi%ing

from the United States*® offers, even if mads at that late stage of the
rnegotiations, it was stated, could be a factor in influsncing the United
States Government to maintain its offers &/,

85, This position prevailed in the Kennedy Round, Of the 23 developing
countries which took part in the negotiations, only 14 followed the proposed
concepts of reciprocity and the procedures egrepd ort and consolidated
tariffs in return for advantages cobtained in the negotiations, OF these,
the following are members of CECLA: Argentina, Brazil, Chile, Dominican
Republic, Jamaica, Peru and Trinidad amd Tobago.

86, The experience gained during the Kennedy Round 1ndleates that two
basic concepts of reciprocity were taken into account, i.e., the above-
mentioned concept for developed countries and another for developing
countries which presents two variants: a certain degree of advantage where
the concept of non~reciprocity is applied, end a greater degree of advantage
where the developing countries, in their awn interest, choose to apply the
coneept of relative reciprocity, = It should be noted that the two variants
of the concepts of reciprocity used in negotiations with the developing
countries were in keeping with the principle that the objective of
negotiations to libsralize trade should be censidered in the light of the
develapment needs of develeping countrles.

5/  Document TN.64/100, p.3, para, 12,

f2. Ire
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2., The concept of reciprecity and the 1973 GATT round
af trade negotiations

(a} For the developed countriss

B7, The initial criteria are set forth in the relevant paragraphs of the
Joint United States~European Economic Community and United States—Japan
declarations: :

A. United States-European Community Déclaration. . The two parties

8.

",.es recognize the need for proceeding with a comprehensive review
of internmational economic relations with a view to negotiating
improvements ,.,. The review shall cover inter alia all elements of
trade ,,. Special attention shall be given to the problems of
developing countries”.

(This relatss to the broad objectives of the negotiation, which
would include not only the trade negotiations within the Framework
of GATT but also the negotiations for reform of the internationel
monetery system and agreements on internatioral econcmic aid,}

"ess undertake to initiate and actively support multilateral and
comprehensive negotiaticns in the framework of GATT beginning in
1973 ... with 8 view to the expansion and ever greater liberalization
of world treade and improvement in the standard of living of the
neople of the world ...".

ﬁhis relates to the broad objectives of the trade negotiation in
BATT., The traditional principles are found side by side with a

sui generis version of the principle of intermationel support for
develcpment in the field of trade.) .

"ess The megotiations shall be conducted on the basis of mutual
advantages and mutual commitment with overall reciprocity, and
shall cover agricultural as well as industrial trade®.

{This relates to the basic principles far the negotiation and to
the concept of reciprocity for developed countries, The definition
and scope of such reciprocity have not yet been officially estahlished,
nor the rature and scope of the term “comprehensive".)

United States~Japan Statement

This statement is drafted in the same terms as the United Statesg
European Economic Community Declaration, but some points are
tlarified, as in the following senterce:

/“lll To this




" ... TO this end, they alsq agree in 1972 to analyse and evaluste
in the GATT alternative techniques and modalities for multilateral
negotiation of long-term problems affecting all slements of

world trade", ) _
(This makes it clear that the concept or concepts of reciprocity
used do not constitute a technique or dmodality, It does not,
howsﬁer, axplain whether techniques and modalities are different
or the same kind of concept, )

Both declarations state that the policy intention is subject to
such internal legislative authorization as may be rsquired,

B8. With respect to the United States and the Eurocpean Economic Community,
a more accurate interpretatlun is necessary of the nature and scope of:
(a) the overall objectives of the negotiation (i.e., the basic principles
of interrational trade), and (b) the concept of reciprecity put forward
by the develcped countries in their joint declarationS. The deczsinn
which the Council of GATT adopted on 7 March 1972 does not clear up these
points, The Chairman, recapitulating a wide-ranging discussion, said:
"ees The Council has discussed seriauslyv and responsibly the initiative
taken by the Contractinge Partles which made the two daclarations.
As might have been anticipated ih a matter of such importance, the
various representatives, in their statements, underlined different
aspects of the question, The countries mormally considered in GATT
as industrialized and highly developed welcomed the initiative and
announced their,intentinn of also committing themselves to initiate
and ectively support multilateral and comprehensive negotiations
in the framework of GATT beginﬁing in 1973, subject to such internal
authorization as may be reguired,
Representatives of the developing countries have certainly expressed
interest in the terms of the declarations, but have made it quite
clear that their association with them will depend on the detailed
arrangements for their participation, They need more time and
more information, particularly about the technigues and modalities
to be devised for the 1973 negotiations,
There was full support for the proposal to seek actively in GATT to
solve existing trade problems in 1972 and to aralyse ard svaluate
alternative techniques and proceduras for multilateral negotiaetion
of long-term problems, The Council agrees that special attention
should be given to the problems of developing countries, including
the special arrangements that will be necessary for the participation
of these countries,”

/o) For



{b) For the develoning countries

89, The reference to special technigues and modalities (the wording used
by GATT), and to special technigues, modalities and ground rules (the wording
used in resolution TD/L.J7 adopted at the third session of UNGCTAD) does

not cover two points of hasic interest to deweloping countries as a wholes:
the basic objectives of the negotiations and the concepts of reciprocity
which will be used to give them content. In the United States-Japan
Statement it would seem that the technigues and modalities do not include
the concept of reciprocity, since this is expressly referred to in another
paregraph of the same document. Therefore, the developing countries should
press for specific wording regarding the basic objectives 5/ in keeping
with their particular interests and:regarding the concept of reciprocity
to serve those objectives,

90, A more precise formulation of the concept of reciprocity for
developing countries would be in keeping with the idea of the non-reciprocity
of concessions, This position is based on the concept of implicit
reciprocity, which covers both real implicit reciprocity and reciprocity of
concerted action, The traditional or relative comcepts of reciprocity

do nct: Favour the growth of exprnrts of manufactures and semi-manufactures
from doaveloping countries and, conssguently, limit the expansion of world
trade. The concept of real implicit reciprocity facilitates the expansion
of world trade, inter alia, through the growth of the developing countries®
capacity te import, The reciprocity of concerted action involves certain
efforts, essentially for developmant, on the part of the developing
countries, thus giving them a right to expect that other countries - i.e.,
developed countries - will grant them concessions and take action within
the context of a global strategy %/.

&/ See paragraph 1158 and annex 5,

i/ "This calls for a global development strategy based on joint and
concentrated action by developing and devsloped countries in all’
spheres of economic and sogial life: in industry and agriculture,
in trade and finance, in employment and education, in health and
housing; in science and technolegy” (Ganeral Assembly resolution
2626 {XXV}, preambular paregraph 7), See also chapter I of
document TD/B/186 and Corrigenda 1 and 2,

/C. Relation




C. Helation between the Generalized System of Preferences
and the trade negotiations

91, The relation bstween the 1573 trade negotiations and the Generalized
System of. Preferences raises several. questions, which can be grouped in
two categories: (a) the impact of the.negotiations on the present system
~ of preferences or on its effects.and (b) the possibility of consolidating
or broadening the scope of the preferences in the course of the negotiations.
Despite the inter-dependence of these iwo aspscts, they can appropriately
be considered separately,. o

1. Impact of the trads negotiations on the
Genaralized System of Preferences

92, There is a risk that the tariff negotiations taking place between
the developed countries may, as a result of new customs tariff reductions,
dilute the present preferential advantages enjoyed by the developing
countries, It thus seems essential that the developing countries should
make an effort to secure the. establistment in the preparatory stages of

the negotiations of a general rule that-the letter must not adversely
affect: existing margins of preference, i.e., ihe developed countries must
not reruce thelr tariffs on products included in the system of preferences,
or elss all reductions must be accompanied by a corresponding reduction

in the vresidual tariff so as to maintain the margin of preference.

93, The system of preferences is bound to be affected either dirsctly or
indirectly, however,. even if the new rule is accepted by all the countries
taking part in the negotiations, so that compensatory measures will have
to be taken. The direct effects will be a result of viclations of

the proposed general rule involving reductions of the margins of preference
as a result of the bilateral or multilateral negotiations between developed
countries; the indirect effects .-ill be multiple and almost imposaible

to foresee,

94, Thus, for example, a general tariff reduction may, even if the margin
of preference is maintained, improve the competitive possibilities of a
speeific product in a given market, especially when the elasticity of
demand is high and the product is complex to process and has to maintain

a certain standard of quality, as is the case with many manufactures
included in the present system of preferences; this means that the relative
advantage of a developing country vis-d-vis competition from a developed
country mey be drastically reduced if a given margin of preference drops
from, say, 50~-25 to 20-10. The expanded Eurcpean Econamic Community,

/moreover, will



morecver, will absorb markets which previously had their own systems of
preferences {the United Kingdom and the Scandinavian countries), and trade
within the EEC will inevitably be detrimental to the competitive possibilities
of the developing countries in these markets, thus indirectly weakening

the overall efficiency of the system of preferences.

95, It is therefore necessary to introduce a second general rule into
the negotiations, providing for appropriate compensation to be made for
direct or indirect losses within thgs Gerneralized System of Preferences,

96, Such compensation could take various different forms: {a) the
granting of nen-tariff preferential treatment for products directly or
indirectly affected by the tariff reductioms; {b) preferential treatment
for products from other branches or new products of the same branch which
are of interest to the developing countries, and [c} finmancial compensation,

97. The first two methods invalve an extension of preferences, and will
therefore be considered in the next section of this chapter, The third
method is outside the scope of the negotiations and introduces financial
considerations which go beyond the limits of this provisional report.

It will therefore not be dealt with here in deteil.

98, .Just as important as the above prohlems is the question of the .
developed countries which up till now have not put into practice the
Generalized System of Preferences adopted by UNCTAD, These countries,

- among which figures a country of great impaortance in the world of trade,
should be urged to introduce the system of preferences before the trade
negotiations begin, They could also negotiate their system of preferences
on an asymmetrical basis, using the system as a concession to the developing
countries during the negotiations, and thus avoiding the guestion of
campensation for the loss of margins of preference, This would give the
countries which have granted preferences grounds for not conmsidering the
problem .of compensation.

2 AdoEtion of additiorgl Ereferences

99. The adoption of additional preferences should be considered as one
of the primary aims of the trade negotiations. The arguments in their
favour should be that: (a) they are indispensable for the international
cammunity to fulfil its commitment to speed up the sconomic development of
the developing countries and eliminate the j.nequality between rich and
poor nations, and {b) that they would constitute a& minimum pledge to avoid
the deterioretion of the present system of preferences during the trade
rnegotiations, as pointed out in the last section,
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100, The first point might usefully be enlarged upon..  The developed
countries have pledged themselves w1thin the Framework pf the Second

United Nations Develnpment Decade to take the measures necessary to meintain
a certain growth rate in the devalaping countries, including a minimum

goal for the increase of exports, Full recognition has been given in

UNCTAD to the fact that preferential treatment is essential if the development
countries are to expand and diversify their exports to the markets of the
developed countries. Part IV of the Generel Agreement on Tariffs and

Trede alsa recognizes'fhe_need_for individual and jdint,action to further
the development of the economies of the developing counfrias, and in
article XXXVI, paragraph 3, states that "there is need for positive efforts
designed to ensure that less-develcped contracting partles secure & share
in the growth in international trade commensurate with the needs of their
economic deuglopment" Since it is difficult to cnncgive of an adequate
share in the growth in international trade witheut preferential treatment,
this point will obviously have to be considered in the future trade
negotiations.

101, If this premise is adopted, the developing countries taking part in
the forthcoming trade negotiations should teke as. their aim the reising
of th=z level and the brmadaning of the spectrum of the present system of
preferances, In order to raise the level of the system, greater margins
of preierence should be granted to the developing countries in general;
to broaden its spectrum, praferentlal treatment should be.extended to
other branches of products including agricultural prcducts even when
semi-processed, and other measures of protection should be granted with
regard to manufactures and semi-manu?actures, i.e,, in reapect of non-
tariff barriers, ' '

102, It is suggqsted'tﬁat épecial groups should be‘éet up to study
possible techniques and micdalities in order to echieye these aims,

103, Various different aspects should be teken into. account in the general
approach to the adoption of new preferences, With regard to agriculturel
products, preferential measures should be provided for through the adoption
of appropriate meschanisms based on the following:

(e) Measures to give the developing cnuntries an increased share in
‘the present and future consumption of certain products of
' special interest to them by ensuring the access to the markets
of the developed countries of exports from the developing ,
countries, particularly as regards products in which the latter
have a good chance of competingj :

/(b) Aeduction



(b} Reduction of barriers to trade in basic commodities, on a
preferential basis;

(c] Adaoption of preferential price pclicies, and

(¢) Adoption of appropriate measures, including economic reconversion,
te eliminate protection policies for agricultural products
which affect the exports of the developing countries,

104, These are not exhaustive suggestions, They should be reviewed on
a more concrete basis, bearing in mind the special Featuras of trade in
the different types of product 8/.

105, With regard to industriasl products, careful consideration should be
given to the possibility of granting non-tariff preferences in addition

to increasing the margins of tariff preference and adopting preferential
tariffs for new hranches of products, The secretariat of GATT has prepared
a note {document COM,INDAN/7G, 17 May 1972) which was submitted for
consideration to the Committee on Trade in Industrial Products. Annexed

to this note was a list of non<tariff barriers which could be brought up
for negotiation. This list, or any other which might be adopted, should
form the basis for considering possible preferential treatment for the
developing countries, OFf the 29 non~tariff barriers on the list, those
which seem & priori to offer immediate fields for the adaption of preferences
are: -

(a) Quantitative restrictions;

() Restrictions in connexion with licences;
(c) PRegulations with regard to minimum prices;
{¢) variable dues;

{e) Special import regulations;

" (f) Measures regarding the share of the State in trade,.

8/ It should be noted that the term "basic commodity” is used here in a
sense which goes beyond that of agriculturel products, and reference
is made to preferences in agriculture in order to keep in line with
the distinction GATT makes hetween industrisl and egricultural products.
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106, DOther measures warranting more careful study may also come to mind,
such as measures on Some internal duties applied by the EEC, Lastly,
censideration should be given to the adoptinn of measures to suppress or
reduce the scope of sscape clauses,. -

107, 1If the trade negotlations take up the question of additiormal
preferences, the considerable problem of legal repercussions will arise,
calling for careful examination by the developing countries, The General
Agreement doss not contain explicit refersnces to the principle of non-
discriminatory and non-reciprocal preferential treatment adopted by
UNCTAD, - Part IV of the Agreement refers in a proviscry manner to the

- principle of nonereciprocity (article XXXVI, paragraph 8), and recognizes
the need for special measures in Fauuur of the developing countries, but
megkes no mention of a generalized system of preferences for them, This
was why GATT had to make a special exception in 1970 in arder to establish
the Generalized System of Preferences.

108, The evcluticn cf intermational trade and - development policy since
1964, however, has led to broad acceptance of the principle of preferential
treatment for the developing countries, It wculd therefors seem appropriats
to consider the possibility of assimilating this principle into the legal
framework of BATT on the occassion of the negotiations on additional
prefersnces, should these take place, A new erticle could be added to
Part IV of the General Agreement, establishing an institutional basis for
the generalized preferences in fawvour of the developing countriss, which.
would consolidate these measures and make compulsory, from the legal
point of view, the pledges of the developed countries. - ‘

109, With reference to what was said in the previdus peragreph, it should
be pointed out that experience has shown that, however, appropriate it may
appear to be, Part IV of the General Agreement has not been sufficient

to attain this objective, as can be seen from the treatment of the task

of providing an minstitutional fremwork within GATT. for the Generalized
System of Preferences and the protocel on trede regotiations between
developing countries. Similarly, it should be borne:in mind that the
developing countries which partieipated in the Kennedy Round _
unsuccessfully tried to incorporete a provision of this type (permissive
clause] into the General Agreement., It is therefore important to .continue
praomoting this idea 9/; its success or failure will be reflected largely.
in the context of the unEqual treatment that it is dasired to establish

in tha Field ‘of teﬁhniques and mndalities.

8/  7This idea was put forward by the developing countries at the meeting
of the GATT Council held in May 1972,
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110, This would certainly be an imporitant step on the part of the
internatioral community towards recognizing the special situation of the
developing countries and towards accepting the need for special measures
to gspeed up their economic development,

111. At the same time, it should be clearly understood that the establishment
of a legal hasis for the Generalized System of Preferences within GATT by
means of a new article in Part IV, or through other legel measures which
might be considered at a later date, should not affect in any way the
competence of UNCTAD with respect to the Generalized System of Preferences,
not affect its role in present or future negotiations on this system,

112, Stress should be laid on the importance of effective co-operation
betwsen UNCTAD and GATT for the proper treatment of the topics

mentioned above,

D, Relaticnship with monetary reform

113. The close link between the problems of monetary reform and those of
trade and aid for development became clear when the Group of Ten, in
December 1971, completed arrangements on parities and monetery behaviour,
and at the same time the two main world trading powers announced their
intention of implementing without delay several trade agreements (measures
connected with the stability of the world cereals market, access to the
EEC of citrus fruits, regulation of the tobacca trade, etc.).

114, When the United States, the EEC and Japan declared their intention

of initiating and actively supporting multilateral and comprehensive
negotiations within the framework of GATT, spoResmen of these countries
stated that these negotiations would have a direct relation to and
caunterpart in monetary matters, thus constituting a political "1ink®

between the two processes, This relationship was recognized by the countries
taking part in the Third Session of UNCTAD when they took note, in the
resolution on the present international monetary situation, of "the
interdependence between problems of trade, development finance and the
international monetary system" and pointed out "“that decisions taken in

any one of these fields will have repercussions on others". The
International Monetary Fund, in a recent decision on the setting-up of

a comittee for the reform of the monetary system {Committee of Twenty],
pointed out the inter-dependence between the specific matters with which

the Committee will deal and present and future agreements on trade, investment
and development finance.
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115. Despite the recognition of. the right of the developing countries to
take part -in the discussion and adoption of action decisions in all
guestions concerning the international monetary system, these countries
have so far been cut off from sharing in the important decisions affecting
the development of the warld sconomy, amd more especially their awn

- economies, It is likewise chvicus that although the internationsl monetary
crisis has had a particularly harsh impact on the developing coumtries,
they have had no share in the finmancial and trade events which precipitated
or aggravated this crisis, The recent decision of the‘Uniteﬁ Kingdom to
float the pound has resulted in new imbalances and. has intensified the

need to find solutions to the international monetary situation.

116, Past experience strengthens the conviction that the deweloping countries
should, at every opportunity and on all occasions when these problers are
being debated, reaffirm their right to full and continuing participation
in the negotiations and decisions, It should be stressed in this respest
that the 1973 multilateral trade negotiations must meke it possible to
overcome some of the main harmful effects of the monetary situation on

the developing countries economies - egpecially the deterioration of

their external trade relations due to the fall in the internaticrel

prices of their main basic export comodities and the rise In the prices
of the imports (goods, services, licerces, etc. ). needed For th2ir economic
and technological development“ ‘ - '

117, Similarly, it is to be hoped that the rer tvucturlng or "rte”natlonaW
monetary and financial relationships (including the creaticn of additional
and long-term ligquidity for development) will lead to the craation of
eppropriate conditions of monetary stability which will allow the trade
negotiations to follow a normal path, free from the uckrnown quantities
and risks which could prejudice their success, especislly with respect to
solving the problems of the developing countries, to whlch the devp oped
countries have underteken to give special attentian,
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Chapter V

PRELIMINARY CONCLUSTONS

1., Scope, content and timing of the Trade Negotiations

118, The 1973 trade nmegotiations will probably be the most ambitious ever
held under the auspices of GATT, The joint declarations of the United
States and the EEC and the United States and Japan referred to ths
"comprehensive nature" of the negotiations to be undertaken and to their
all-embracing content, covering all areas of trade, with particular
attention to agriculture, which is one of the areas in which least progress
has besn accomplished in previous GATT trade negotiations, and includlng

& novel and highly important aspect: non-tariff barriers,

119, It is furthermore evident that there is a very close inter-relationship
between the forthcoming trade negotiations and the monetary negotiations
which are due to start in the IMF, This relatlonshlp gven extends to

the point where it is considered that the negotiations should be linked
together, for the purpoée of assessing the "overall reciprocity™ mentioned
by developed countries in their declarations, and consequently the outcome
of one may depend on the outcome of the other,

120, There will alsc be an inmevitahle inter-relationship between the
trade negotiations themselves and the negotiations due to start early in
1973 in GATT an the enlarged European Economic Communlty. :

121, The progress achieved in the latter negotiations, participation in‘
which will be restricted to the cormtracting parties of GATT, will have

a direct bearing on the course of the trade negotiations themselves and
will probably affect their scope, content and timing.

122, In the preparation of the position of develaping countries, it

therefore seems necessary to take into account not only the trade negotiations
themselves, but also the relationship between these negotiations and

those to be held in GATT regarding the erilarged Eurcpean Economic Community
and in the IMF regarding the world monetary system. In svery case, it

will be recessary to accord clearly separate treatment to the developing
countries in the specific talks of negotiation,

/123. It




123, It is also important to note that the timing of the trade negotiations
will depend, at least in part, on the progress made in the other areas

of negotiations mentioned above, so that the dewveloping countries must

be prepared for unforeseen accelerations or. delays in the negotiating
calendar., In view of this, the Latin American countries at the regional
level and the developing countries as a whole within the Group of 77

might wish to set themselves certain deadlines for the preparation of

their basic positions. Since the developed countries have already initiated
talks on specific matters to be covered by the trade negotiatiens, it

segems that the most urgent task confronting the Latin American countries

and the desveloping countries as a whole is to define clearly, and as soon -
as possible, the overall objectives of their participation in the negotiations,
and to try to define; on the basis of these objectiwves, the special ground. -
rules, techniques and modalities which should govern nggotlations with

them. This task, ideally, should_be completed before the end of 1972,

and should in no case be left until‘fhe developed countries have already
started establishing the techniques and modelities for the negotiations
among themselvas, "

2e Elements for the fbrmulation of the: neggtiating‘p051t10n
of the developing countries

124, Tt would be premature to endesavour to establish, at this early stage,
concrete and specific elements af the'nagotiating position of the developing
countries, However, in the light of the considerations contained in the
previcus sections of the present preliminary report, certain general

remarks may be made regarding (a) the objectives and principles that should
guide the partlcipatlon of the deVeloping countries in the trade negotiations,.
and (b) the special problems which the developing countries will have to

face,

(a) Objectives and Bfiﬁciglesu '

125, The developed countries stated, in their respective joint declarations
regarding the trade negotiations, that "speciael attention shall be given

to the problems of developing countries®, Furthermoré, the Declaration

of the Group B countries at the Third Session of UNCTAD stated, with

respect to trade negotiations, that the developed countries "recognize the
need to ensure effective participation by the developing countries in the
forthcoming negotistions in 1973%, Nevertheless, the ambitious scope of
these negotiations, coupled with the role they are expected to play in .
solving the major economic and monetary crises which affect the developed
market economy world today, may lead te the creation of a situation where
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the interests of the developing countries are relegated to a secondary
level, This means that unless the developing countries succeed in
obtaining, by their own initiative the fullest and most effective
participation in these negotiations, they risk not only failing to obtain
any advantages from them, but actually suffering serious harm, It is
therefore important to ensure that the negotiations betweer the developed
countries do not affect, directly or indirectly, the legitimate interests
of the developing countries, and that the recognized need of the latter
to expand their trade in order to accelerate their development process

is duly teken into account at all levels and in all spheres of the
negotiations, .

126, GSince the main objective of the developed countries in the negotiations
is "the expansion and liberalization of world trade", it is considered
assential that the negotiations in GATT should also recognize as a basic
- objective of the developing countries, "the needs of economic development",
With regard to this objective, the 1973 trade negotiations should as far

as possible seek to meet the nesds of the Qevelnping countries as defined

in the Action Programme for the Secaond United Nations Development Decade

and in UNCTAD including the special needs of the least develgped and
land=locked developlng countries,

127, In other words, this 1mplles, the adoption, w1th1n the context of
the trade negntlations, of" measures to permit the develuping countries to
secure a substantial increase in their exports to developed countries and
consequently in their share in the growth of intermational trade,

128, Another objective which would be worthy\of consideration in the
light of the futurs evolution of the trade negotiaetions themselves would
be the establishment of an adequate legal framework, within a revised
overall structure of world trade relations as governed by GATT, which
would contain the special principles, nomms and mechanisms required by
the developing countries to meet their particular needs,

129, The Group of 77 indicated at the Third Session of UNCTAD the basic
principles which should govern the trade negotiations, At the appropriats
time, a study should be made of the adaptation to these principles of the
special rules, technigques and modalities designed to ensure that special
attention is given to the interests of the developing countries,

/{b) Special
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(b) Special problems of the_gevelqpihg;euuQFviee

130, The present report anmalyses the problsms Which_eppeer to be of major
importance to the developing countries at the present stage of preperetion
of the trade negotiations. It seems appropriate to summarize hers somg
gensral conclusions which would serve @s a point of departure for the
formulation of the position af the developing countries an these issues.

(1) ©On the participation in the trade negotiations of developing

countries which ars not members of BATT: Full and effective participation
of these countriss should be ensured in all stages of the negotiations.

This brings out the nesd to solve certain basic legal questions, including:
the question of eventual accession to 'GATT as an cutcome of the negotiations;
the legal status which these countries shall be given, particularly in
relation to the decisions taken by the contracting parties; the question

of participation in certain closed or restricted meetinge. and access to
rastricted or secret documentatien- ‘ ‘

(i) On the gueetian of recigggcitz: The crucial fecter in ensuring s

8 successful outcoms of the negotistions with the developing countries will
be the translation of the concept of nom-reciprocity into practical
negotiating terms. The complexity of this question calls for very cureful
and maturs consideration by the developing countries, with e view to
formulating a ppsition and obtaining early agreement in GATT on the matter.
Some preliminary conclusions. on the different aspects of this question
appear in chapter IV B of this report {see also anrex 5),

(ii1) On the question of the ggnerelized sxetem of preferences:
The trads negotiamtions should seek to enlarge both to broaden the spectrum

and raise the level of the generelizéd eyetem of preferences, as one of the
most important means of mesting the basic objective of allowing developing
countries a growing share in the expansion of world trade. At the same time,
preferential margins currently in existencs should not bes affected, and
compensatory measures should be provided for in respect of any exceptions

to this rule. The establishment in the General Agreemgnt of a proper legal
framework for preferentisl treatment in favour of the developing countries, -
as a gereralized and non-reciprocal basis, should also be sought, without
prejudice to the substantive competence of UNCTAD in this area. :

/(iv) On
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(iv) On the guastion of the relationship between the trade

negotiations and the monetary reform: It is necessary that the developing
countries, in formulating their position regarding the trade negotiations,

should take full account of the implications of this inter-relationship
and attempt to formulate their position accardingly,

(v) 8n the guestion of ground rules, technigues and modalities:
It is essential that the regotiations with developing countries should

be governed by a speciasl set of rules and mechanisms which take into
account those countries® special needs, Although in principle it was
considered premature to seek to define such rules and mechanisms in
practical terms at the present stege, some preliminery considerations
on the mattsr ere contained in Chapter II of the present report ;/ It
may elso be pointed out that the questions dealt with in points (11) and
.(111) above have a direct and fundamental bearing on the formulation of
the ground rules, techniques and modalities of negotiatlnn for the
developing countries,

131, Finally, it seems appropriate to raise one question regerding the
developing countries in general and the forum of negotiations. Clearly,
the legal forum for the trade negotiations will be GATT, This means that
all developing countries wishing to participate in these negotiations must
be prepared to do so within GATT, although preparatory and negotiating
activities can and should taeke place in other forums, particularly

UNCTAD), Both UNCTAD and BATT should take in hand the task of defining

or exploring special techniques and modalities for developing countries,
Both agencies should tackle the particular problem of products that are
neither agricultural ror industriasl products, strictly speaking, that

is, agricultural products with varying degrees of processing. The special
groups referred to in paragraph 102 should be set up in UNCTAD and ECLA,
The possibility of using UNCTAD - and not GATT -~ as a forum should be
borne in mind when the time ccmés, during the general negotiations, to
renegotiate the compensations that should be accorded as a result of the
strains imposed on the Generalized System of Preferences, without prejudice
to subseqguent contractual ratification within GATT of the conclusions
reached during the negotiations,

1/  See also document E/CN,12/0.88, “"Técnices y modalidades de negociacifn
para palses en desarrollo”, : '
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.3. Need for a stratedqy for the negotiations , -
132, . In wview of the acticipated importance and scope of the trads. negotiations
to be initiated in GATT early in 1973, 'and their duration, which must be
estimated a priori at not less than two years, it would seem advisable
to prepare an overall strategy for Latin America to back up the individual
or joint efforts of* tha countrlas af the region in deFense of their
interests, :

133, The formulation of the Latin American strategy in the trade field
must be in keeping with the aims and goals fixed by the countries of the
region with regard to the 1973 multialteral trade negotiations and -should
also define, as a matter of priority, some specific aspects mentiomed in
the present report, particularly the conditions for the participation of
countries which are not members of GATT, the principles of reciprocity
(or of non=reciprocity in the case of the developing countries} which
should govern the negotiations, and the ground rules, generel and special
techniques and modalities for the developing countries,

134, As far as Latin America is concerned, the Special Committee on

Latin American Co-oridantion (CECLA) constitutes the natural forum for
co~ordinating the positions and attitudes of its members with regard to
the trade negotistions, As already stated, CECLA has concerned itself
ever since its session in Bogoté with problems which will arise in connexion
with the participation of the developing countries, and the Latin Americen
countries in particular,' in the multilateral negotiations of 1973, It

is with this co-ordination in mind and in response to an express request
from CECLA and the Latin American Group at the Third Session of UNGTAD
that the present report has besn prepared, Its preliminary conclusions
are to be found in the different chepters, and particular attention has
been given to some special problems which are dealt with in chapter IV,

135, The complexity of the 1973 multilateral trade negotiations gives-
grounds for wondering whether it would not be appropriate to set up
national~level “negotiating units" which would give logistic support to
all activity (the preparatory and the actual. negotiations) and facilitate
participation in the negotiations, The existence of these units could
speed up the granting of technical assistance to countries requesting it,

136, In a different order of ideas, the Latin American countries might
envisage the possibility of using existing or specially established co~-
ordinating manhinery to carry on.a bilateral dialogue with the three main
developed members of GATT who will teke part in the negotiatians. .In the

[case of



case of the United States the use of CECON (the Special Committee for
Consultation and Negotiations of the Inter-American Economic and Social
Council) would permit consultations and contacts in connexion with
various aspects directly or indirectly associated with the regotiations,
and the same results could be achiewved, in the case of the EEC, by using
the system of co-gperation which operates at the ambassadorial level
between representatives of Latin Americe, the member countries of the
Europgen Communities, and members of the European Commission. As
regerds Japan, the experience gained in the above systems will certainly
have great relevance in the consideration of any joint or individual
activities of the Latin American countries vis-%~vis Japan in connexion
with the 1973 trade negotiations.
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CAnnex 1
. JOINT JAPAN-LINITED STATES STATEMENT ON INTERNATIONAL
~ ECONOMIC RELATIONS = 9 FEBRUARY 1572 '

The Director-General has today received from the delegations of
Jepan and the linited States, for transmission to contracting parties,
the following joint statement on International Economic Relations.

, Japan and the United States today made the following declaration and
agreed to communicate the declaration to the Directér-General of the GATT
for transmittal to the contracting parties, Other contracting parties

are invited to associate themselwves with this declaration to the extent
and at the time which they would deem appropriate.

Japan and the United States recognize the nesd for procseding with
a comprehensive review of internationel economic relations with a view
to negotiating improvements in it in the light of structural changes
which hawve taken place in recent years. The review shall cover inter alias
all elements of trade, including measures which impede or distort agricultural,
raw material and industrisl trade, Specisl attention shall be given to
the problems of developing countries, '

Japan and the United States will seek to utilize every opportunity
in the GATT for the settlement of trade problems, the removal of which
would lessen current trade distortions, and will strive for further progress
with respect to those matters now being discussed in the GATT Committee on
Trade in Industrial Products and the GATT Agriculture Committee. Japan and
the United States agree that progress in GATT in solving some problems in
1972 could facilitate the way in the GATT for a new major initiative for
dealing with longer-term trade problems, To this end, they also agres in
1972 to analyse and evaluate in the GATT alternative techniques and modalities
for multilateral negotiation of long-term problems affecting all elements
of world trade. '

Japan and the United States undertake to initiete and actively support
multilateral and comprehensive negotiations in the framework of GATT beginning
in 1973 (subject to such internel authorization as mey be required) with a
view to the expansion and liberalization of world trade, improvement in the
international framework for the conduct of commercial relations, and
improvements in the standerd of living of the people of the world, These
multilaterel negotiations shell be conducted on the basis of mutusl advantage
and mutual commitment with overall reciprocity, and shall cover agricultursl
as well as industrial trade. The negotiations should involve active
participation of as many countries as possible,
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JOINT EURCPEAN COMMUNITY-UNITED STATES
DECLARATION - 11 FEBRUARY 1972

The Director-General has today received from the delegations of the
Euragpean Community and the United States, for transmission to contracting
parties, the following joint declaration,

Within the framework of their negotiations, the United States and the
Eurcpean Community have egreed to communicate the following declaration to
the Director-General of the GATT for transmittal to the contracting partiss,
Other contracting parties are invited to associate themselves with the
declaration to the extent and at the moment they would deem appropriate,

The United States and the Community recagnize the need for proceeding
with a comprehensive review of international economic relations with a view
to negotiating improvements in the light of structural changes which bhave
taken place in recsnt years., The review shall cover inter alia all elements
of trade, including measures which impede or distort agricultural, raw
material and industrial trade, Special attention shall be given to the
problems of developing countries,

The United States and the Community undertake to initiate and actively
suppart multilateral and comprehensive negotiations in the framework of
GATT beginning in 1973 {subject to such internal authorization as may be
required) with a view to the expansion and the ever greater liberalization
of world trade and improvement in the standard of living of the people of
the world, aims which can be achieved inter alie through the progressive
dismartling of obstacles to trade and the improvement of the international
fremework for the conduct of world trade. The Community states that in
gppropriate cases the conclusion of international commodity agreements
are alsc one of the means to achieve these aims, The United States states
that such agreements do not offer a useful spproach to the achievement of
these mims,

The negotietions shall be conducted on the basis of mutual edvantage
and mutual commitment with overall reciprocity, and shall cover agricultural
as well as industrial trede, The negotiations should involve active
participation of as many countries as possible,

The United States and the Community agree to initiate and support in
1972 an analysis and evaluation in the GATT of slternative techniques and
modalities for multilateral negotiation of long~term problems affecting
all elements of world trade, :




The United States end the Community will seek to utilize every
opportunity in the GATT for the ‘settlément of particulasr trade problems,
the removal of which would lessen current frict:idns, and will strive for
further progress with respect to those matters now being discussed in the
GATT Committee on Trade in Industrial Products and the GATT Agricultural
Committee, They agree.that progress. in GATT in solving specific problems
in 1972 could facilitate the way in the GATT for a new major initiative
for dsaling with longer-term trade problems.
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. Annex 2

DECLARATION OF THE COUNCIL OF MINISTERS OF GATT
AT ITS MEETING ON 7 MARCH 1972 1/

Hecapituléting the discussions, the Chairman seid that the Council
had seriously and responsibly considered the initiative teken by the
Contracting Parties that had mate the two declarations, As was to be
expected in relation to such an important matter, different delegations
had stressed different aspects of the guestion, What were normally
regarded in GATT as industrialized and highly developed countries had
welcomed the initiative and had announced their intention of joining
the undertaking to initiafe_and actively support multilateral and
comprehensive negotiations in the' framework of GATT begirning in 1973,
subject to such internal authorization as might be required,

"The representatives of the developing countries had certainly expressed
interest in the initietives, but they had also made it quite clear that
their association with thgm\ﬁould depend on the detailed arrangement:s
established for their participstion, They required more time and more
information, especially about the techniques and modalities for the
1973 negotiations,

There had been ample support for the proposel that in the course of
1972 solutions to the existing trade problems should be actively sought
in GATT and an analysis and evaluation should be underteken of the various
pogsible techniques. and modalities for the multilateral negotiation of
long-term problems, The Council agreed that attentiocn should he given to
prablems affecting the developing countries, including the special
arrangements that would be necessary for their participation,

1/ Reproduced in the last three paragraphs of the section of the report
of the Council®s meeting dealing with item 1 "Declaration on
interrational economic relstionsY,
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DRAFT RESOLUTION ON MULTIALTERAL TRADE NEGOTIATIONS -
SUBMITTED 8Y THE GROWP OF 77 1/

The United Nations Conference on Trads and Develngment,

Noting the declarstions made by majur trading nations to the GATT
which recognize the need for e mulatilseteral and comprehensive review of
international ecomomic relations which shell cover, inter alia, ell -
elements -of trade including measures which 1mpede or distort agricultural
raw material and industrial trade,

Further noting the undertakings in these declarations to initiate
and actively support multilateral and comprehensive negotiations in 1973
with a view to theexpansion and even greater liberalization of world trede
and imprnuament in the standard of living of“tha*peopla of the world,

Noting that these declarations provide for spac*al attention to be -
given to the problems of daueloping countries,-

Noting that these negotiations are aimed at liberalizing tariff and
non~tariff and other barriers aFFBcting agricultural as wall as industrisl
trads, , .

Hecalling the joint statement by developing countries at the conclusion
of the Kennedy Round trade negotiations expressing deep regret that these
countries were not able to share, to the same extent, the satisfaction of
the developed countries in the achievements from the negotiations, in spite
of the commitments made by the developed countries, and that many guestions,
including the reduction or elimination of duties and of non-tariff barriers,
on products of particular interest to them had remained unresolved,

Recognizing the role and the responsibilities assigned to UNCTAD in
the General Assembly Resolution 1995 {XIX) and in Beneral Assembly
Resclution 2725 {XXV) in regard to the implementation of the International
Development Strategy for the Second United Nations Development Decads,

1/  UNCTAD IIT document TD/L.Bl/FIev.l ‘11 May 1972, {Agenda item
B(a] ) . .
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Aware of the rmeed to take into account the relevant resolutions of
UNCTAD, including the resolution on specisl measures in favour of the
leest developed among the developing countries,

Stressing the urgency of resolving the trade and development problems
of developing countries,

Noting that in the course of the present year, an analysis and
evaluation of the different techniques and modalities of multilateral
negotiations of the long-term problems which affect all the elements of
world trade would be made,

Noting that while the developing countries have expressed appreciation
of the afore-mentioned initiative by the major trading nations, they did
not commit themselves to take part in the negotiations until the technigues
and modalities, which will adequately take ifnto account their interests
and aspirations, are evolved with theéir full perticipation,

Aware of the fact that some of the developing countries, especially
those that are least developed, do not benefit from existing trade
preferential errangements and that efforts must be made to accommodate
their trads interest in these negotiations,

Noting further the declarstion of the Broup of 77 concerning the
forthcoming multilateral trade negotiations,

Recommands that

A, Principles

1, The multilateral trade negotiations shall be goverred, inter alia,
by the following principles:

() The developing countries, collectively or individuslly, shall
not suffer, directly or indirectly, adverse or prejudicial effects as a
result of these rmegotiations, ©On the comtrary, the rnegotiations shall
provide the developing countries with additional benefits that represents
a substantial and meaningful improvement of their position in international
trade so that they secure an increasing share in the growth in internationsl
trade commensurete with the needs of their economic develapment on the
basis of non-reciprocity, nom-discrimination and preferential treatment.
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() If the preferential adventages enjoyed by developing countries
are adverssly affscted by the results of these regotiations, the developed
countries shall take additional measures to compensate the developing '
countries so affected,

{c) Developed countries should provide more favourable and
acceptable conditions of access to the products of developing countries
and ensure for these products a larger share of the markets of developed
countries, and where appropriate devise measures designed to attain stable,
equitable and remunerative prices for their products,

(d) All developing countries shall be entitled and enabled to
participate fully, effectively and continuously in these negotiations in
a1l stages so that their interests are fully taken inta account,

(e) All the concessions which may be exchanged by developed countries
among themselves should automatically be extended to all dewveloping countrdes,

(f) Concessions granted by the develeped countries to develoning
countriss need not be extended to developed countries.

(g) 1In the negotiations among developing countries the tariff end
other concessions which they may negotiate among themselves shall not be
extended to the dsveloped countries,

(h) The regotiations should as a matter of priority secure significant
voncessions for the products of particular interest to least developed
countries,

(i) Utmost priority shall be accorded to the removal of &ll barriers
to the products of export interests to developing countries in the market
of developed countries,

(j) Concessions agreed upon in the negotistions in favour of
developing countries shall be made available tu them immediately and will
not bes phased, : '

B. Participation of developing countries-in prepsratory work
2, Special=tachniques, modalities and ground rules shall be established

for the negotiations to giye'effect.to'tha Principles stated in Section A
above,
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3. All developing countries should be entitled and enabled to participate
fully, effectively and continuously in the negotiations in all its stages
on the modelities, technigques and ground rules that will govern these

trade negotiations so that their interests are fully teken into account.

Ce Advance action

4, Action by developed countries to promote the trade of developing
countriss shall not be delayed in any way by the forthcoming trade
negotiations, To this end, all developed countries should implement the
releuant-ﬂesnlutidns and Recommendations of UNCTAD within time targets
agreed upon in these Resolution and in the International Development
Strategy for the Second United Nations Development Decade, In the same
manner, the eppropriate bodies in UNCTAD, immediately after the third
session of the Confererce, should continue and intensify the consideration
of specific measures with the aim of attaining concrete and significant
results in favour of developing countries in the fisld of trade libarelizetion
and pricing policy.

D, Pregaratogz arrangements

5. The Secretary~Gensral of UNCTAD is requestzd to prepare as scon as
possible as part of the necessary documentation for these negotiations,
a survey of problems of interest to the developing countries in these
negotiations, in order to assist the deweloping countrigs in toeir
participation during the various stages of thess negotiations as well as
ather necessary studies,

Ea The Secretary-General of UNCTAD and Director--Bensral of GATT are
requested to establish a mechanism to co-ordinate their activities in
assisting the developing coumtiries in their participation during the
various stages of these negotiations and in preparing for and facilitating
the holding of these negotiations,

7 The BATT Gecretariat is requested to make available all the relsvant
documentation concerning these negotiations to all developing countries,

B, UNDP, in consultation with the Secretary~-General of UNCTAD and
Oirector-Gereral of GATT, is requested to provide adequate funds for the
establishment of a technical assistance project which will render effective
technical assistance and advisory services to all developing countries
requesting fur them to enable them to participate effectively in these
negotiations, :
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RESOLUTION ADCPTED BY UNCTAD TTII ON-
MULTILATERAL TRADE. NEGOTIATIONS 2/

The Uhitéleat;pns {onference on Trade and Daveigpment

Noting the declarations made by all developed market-economy countries
in which they undertake to initiate and actively support multilateral and
comprehensive negotiations in the framework of the General Agreement on
Tariffs and Trade beginning in 1973 'with a view to tha expansion and ever
greater liberalizetion of world trade and improvement in the standard of
living of the peupla of the world,

ting that . these declarations prnv1de for specisal atten51on tc be
given to the prublems of developing cuuntries,

Noting that these negotiations are aimed at liberallzlng barriers
affecting agricultural as well as industrial trade,

Recalling the joint statement by developing countries at the
conclusion of the Kennedy Round trade negotiations expressing deep regret
that these countries were rot able to share, to the .same extent, the
satisfaction of the participant developed countries in the achievements from
the negotiations, and that many questions, including the reduction or
aelimination of duties and of non-tariff barriers on products of particuler
interest to them had remained unresolved 3/,

Hecognizing the role and responsibilities of UNCTAD in the promotion
of international trade, as well as the role assigned to it in regard to
the implementation within its‘competencé, of the International Development
Strategy for the Second United Nations Development Decads,

Aware of the need to take into account the relevant recommencations:
and resolutions of UNCTAD, including Confersnce resolution 62 {III) of
19 May 1972 on speciel measures in favour of the least developed among the
developing countrles,_' :

2/  The Conferemce adopted this resolution (UNCTAD document TD/L.97).
without dissent at.its 119th plenary meeting on 20 May 1972,

See The Kénnedy Round estimated effects on tariff barriers, (United
Nations publication, Sales N°: E,68.1I.0.12), part one, appendix VI,

(3
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Considering that any general settlement of international trade problems
should take into account the interests of all flows of international trade,
in perticular those of developing countriss,

Stressing the urgency of resolving the trade and development problems
of developing countries,

Noting that while the dewveloping countries have expressed appreciation
of the aforementiored initiative by the developed market-economy countries
they did not commit themselves to taeking part in the negotiations until the
technigues and modalities, which will adequately take into account their
interests and aspirations are evolved with their full participation,

Aware of the fact that some of the developing countries, especially
those that are least developed, are not able to teke full advantage of
existing trade preferential arrangements end that efforts should be made
to accommodate their trade interest in these negotiations,

Noting further the declarations of Group B and of the Grous of 77
concerning the forthcoming multilateral trade negotiations;

Ay Principies put forwsrd by the developing cocuntriss

1, Draws attention to the visw of the developing countries that the
multilateral trade negotiations should be goverred inter alia by the following
principles:

{a) The developing countries, collectively or individuglly, shall not
suffer, directly or indirectly, adverse or prejudicial effects as a result
of these regotiations, On the contrary, the negotiations shall provide
the developing countries with additional bemefits that represent a substantisl
and meaningful improvement of their position in internstionel tiade so that
they secure an increasing shars in the growth in internatioral trade
commensurate with the needs of their sconomic develgpment on the basis of
non-reciprocity, non-discrimination and preferential treatment:

(b) If the preferential advantages enjoyed by developing countries
are adversely affected by the results of these negutiations, the dewvelaoped
countries shall taeke additionsl measures to compensate the develdping
countries so affected;
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(c) Developed countries should provide more favourable and acceptable
conditions of access to the products of develpping countries and ensure for
these products a larger share of the markets of developed countries, and
devise measures desigred to attain stable, equ1table and remunerative
prices for théir products;

| (d) All developing countries shall be entitled and enabled to
participate fqlly, effectively and continuously in these nsgotiations in
all their stages so that their interests are fully taken into account;
'(e) All the qoncéssidns which may be exchanged by deueio;ed counfries
“among themselves should automatically be extended to all developing courtries;

(F) Concessions granted by the developed countries to developing
courttries need not be extended to the developed countries;

{g} In the negotiations among developing countries the tariff and
other concessions which they may negotiate smong themselves shall not be
extended to the developed countries;

{h) The negotiations should as a matter of priority sscure significant
concessions for the products of particular intersst to least developed’
countries; -

(i)} Utmost priority shall be accorded to the removal of all barriers
to the products of export interest to developing countries in tne market
of develuped countries; : '

(3) Concessions agreed upon in the negotiations in favour of
developing countries shall be made available to them immediately and will
not be phased.

B. Peftioigation of developing countries

Ze Special techniqUés, modalities and ground rules should be established
for the negotiations to ensure that special attention is given to the
interests of the developing countries.

3a All developing. countries should be given the opportunity to participate
fully, effectively end continuously in the negotiations in all their stages
so that their interests are fully taken into account, To this end the
Contracting Parties to the Gereral Agreement on Tariffs and Trade are

invited to make adequate arrangements,
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C, Continuing action in UNCTAD

4, The work of UNCTAD related to the expansion of the trade of the
developing countries shall be pursued vigorously as agreed upon in the
relevant resolutions and decisions of the Conference and its permanent
machinery, and shall not be delayed in any way by the forthcoming trade
negotiations, '

D. FTeEeratngx arrangements

5. The Secretary-General of UNCTAD is requested to prepare relevant
documentation without dupliceting documentetion prepared by GATT tp assist
the developing countries in their participation during the various stages
of these negotiations, To this end, the Contracting Parties to the
General Agreement on Tariffs and Trade are invited to teke the necessary
action to enable the UNCTAD secretariat to make full use of appropriate
GATT documentation, The Secretary-General of UNGCTAD is requested to give
due priority to this work within the regular budgetary allocations without
prejudice to the normal activities of UNCTAD.

Ga The Secretary-~General of UNCTAD and the Director-Gereral of CATT are
requested to co-ordinate their activities in assisting the developing
countries to prepare for, and participate in, the various stagrs of these
negotiations. ’

7o The GATT is requested to make available relevant documentation
concerning these negotiations to all participating developing countries,

8, The United Nations Development Programme, in congultation with the
gppropriate organizations concerned with the trade negotiations, is invited
to consider favourably requests from governments of developing courtries
for technical assistance at the naticnal, regional or interregicnal level
to enable them to participate effectively in these negotiastions,

9. The Secretary=-Beneral of UNCTAD is requested to keep the Trade and
Development Board informed of any developments which may be of interest to
UNCTAD or may have & hearing on matters fully within the competence of
UNCTAD, '

JAnnex 4



Annex 4
DEGLARATION OF THE GROUP OF 77

On the occasion of the adeption of UNCTAD III resolution L.97 on
multislteral trade negotiations, the Group of the 77 decidss to make
the following declaration:

Developing countries‘members‘nf the Group of 77 express the fimm
interest to participate in the negotiations proposed by the developed
countries, if the ground rules, teghniques and modalities foreseen for
tha negotiations take adequately into account their interests and aspirations,

To this end, the Group of the 77 trusts that the following principles,
inter elia, will be fully taken into account in the formulatiomn of the
modalities, techniques and ground rules for the negotiations,

(a] The developing countries, collectively or individually; prejudicial
shall not suffer, directly or indirectly, adverse or prejucicial effects
as & result of these negotiations. On the contrary, the regotiations shall
provide the developing countries with additional benefits that represent
substantial and meaningful improvement of their position in international
trade so that they secure an increasing share in the growth in international
trade commensurate with the needs of their economic development on the
- basis of non-reciprocity, non=discrimination and preferential treatment.

(b) If the preferential advantages enjoyed by developing countries
are adversely affected hy the results of these regotiations, the developed
countries shall teke additional measures to compensate the dewveloping
countries so affected,

{c) Developed countries should provide more favoursble and acceptable
conditions of access to the products of devéloping'cpuhtries and ensure for
these products a larger share of the markets of developed countries, aend
where eppropriate devise measures desigrned to attain stable, eguitable and
remurnerative prices for their products,

(d) All developing countries shall be entitled and enabled to
- participate fully, effectively and continuously in these negotiations in
all its stages so that their interests are fully teken into account,
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(e] All the concessions which may be exchanged by developed
countries emong themselves should automaticelly be extended to all
developing countries, :

(f) Concessions granted by the developed countries to developing
countries need not be extended to developed cuuntrles.

{g) In the negotiations among developing countries the tariff and
other concessions which they may negotiate among themselves shall not be
extended to the develogped countries,

(h) The negotiations should as a matter of priority secure significant
concessions for the products of particular 1nterest to least developad
countries, .

fi] Utmost priority shaell be accorded to the removal of all barriers
to the products of export interests to developing countries in the market
of doavzloped countries,

(i)} Concessions agreed upon in the negotiations in favour of develeping
countries shall be made evailsble to them immediately and will not be
phased.

The Group of the 77 calls upon the developed countries that will
participate in the negotiations to take the necessary action to facilitate
reaching decisions on modalities, technigues and ground rules that will
serve the particular interests of developing countries,

The Group of the 77 decides to establish a ce~ordinating group in
Gereva open to &ll the countries members of the Group of the 77, based
on the principle of self-election, and which will have, inter alia, the
following functions:

(i} serve as a forum through which the member countries are able to
gxchange points of view and co-~ordinate their participation during the
various preparatory staeges for the multilateral trade negotiationsg

(i1} Prepare draft documentation for the consideration of the
governments of the member countries regarding the following matters:

(e} Modalities, technigues and ground rules for the multilateral
trade negotiations in accord with the principles mentioned in
the resolution;
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(b) - Stretegy and tactics of the developing countries in the preparation
' -of the rggetiations;

{c) Procedures to evaluate progress in the preparation of the
negotiations; -

(d) Ways and means to tramsmit to the governhent of the member
countries the results of its work,

The President of the Group of 77 in Beneva, will convene the first
meeting of the co-ordinating group in Geneva for the first fortnight of
July 1972, The co=ordinating group will elect its own bureau, The Group
will meet whenever necessary at an agppropriately high lewvel.

In the light of the results of the preparatory work for the
negotiations and of the elaboration of the techniquess, modalities and
ground rules for the nsgotiations, the membsr countries of the Group of
77 will decide upon the joint action which it considers necessery and
in this case will assign appropriate additional functions to the
co-grdinating group,

/Annex 5
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Annex 5

THE EVOLUTION OF THE BASIC PRINCIPLES OF INTERNATIONAL TRADE

Viewed as an ocbjective of negntiatinh, the basic principles of
international trade are neither immutable ror fully spplied, Experience
over & reasonable length of time has shown that there is a remarkable
registance to change regarding such traditional basic prinaiples as:

free trade;

free access to all markets;
equal treatment;

the most-favoured=-nation clause,

The general and desirable nature of the first two principles and the
juridizso=political nature of the other two are immediately epparent,

2e

3e

Shortly after the second world war, three major development occurred
in international sconomic relations that set in motion a gradual but
significant change in the character of the traditiomal principles:

(e)

(b)

(c)

the rise of the developing countries as a separate group and
the clear existence of an sconomic and socisl gep bstween them
and the developed countries;

the formation of groupings of developed countries according one
another trate concessions not extended to cutside countries;

the incorporation of countries with centrally planned economies
into the world economic system,

This trend had three main effects:

(i)
(i1)

{1ii)

the deterioration of the principles of free trade and free sccess;

the accentuation and proliferation within GATT of exceptions to
the equal treatment principle and the most-favoured-nation clauvse;

increased efforts in international forums to gain gradual acceptance
for new principles modifying traditional principles, this being

an attempt to move towards full recognition of the fact that the
requirements of economic development should constitute the
fundemental principle of trade relations,.



4, The gensralized system of preferences in favour of developing countries
in & specific application of the concept that the requirements of economic
development should be the basic principle of imtermational trade relations,
that is to say, that there should be discrimination in favour of development,
The acceptance of the necessary exception within GATT and the implementation
of the generalized preferences by many developed countries are a reflection
of the political, economic and juridical progress that has been made,

The needs (a] to ensure that developed countries which have not yst dong

s0 put the preference system into practice; (b) to maintain the effectiversss
of the system; (c) to extend the range of preferences; (d) to reduce the
effect of saving clauses, and (e) to establish the system of preferences

on a recognized legal baesis are all objectives for future action for the
developing countries,

[Annex 6
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Anrnex 6

TIMETABLE OF MEETINGS FOR THE REST OF 1972 RELATING TO THE

Seetember

11

date not
specified

date not
specified

1112

12
18/19
20/21

25/29

26/29

date net
specifiead

19 September/
October

October
2/5

2/6

1973 MULTILATERAL TRADE NEGOTIATIONS

United Nations Cocoa Conference

"Group of 24" (developing countries) on
monetary reform

"Group of 20" (Governors of IWF)

Working Party an EEC-Turkey Association
(GATT)

Management Committee on Dairy Products (GATT)
Working Party on Trade in Textiles (GATT)
Agriculture Committee (GATT)

Committee on Anti-Dumping Practices and
Working Party on Acceptance of Anti-

Dumping Code (GATT)

Drafting Group on Standards (GATT)

Meeting of Latin American/EEC Ambassedors

United Nations General Assembly

Drafting Group on Standards (GATT)

Working Party on Tariff Study (GATT)

Geneva

Viashington
Genzva

GCenava
Geneva
Gernzva

Ganeva

Gereva

Brussels

New York

Gereva

Geneva



October

3/27
9/13
16/20

23/24
25

26/27

30 Gctuber/
10 November

date nat
. specified

date not
specified
date not-

specified

dete not
specified

Nowvember
o

date not

specified

date not
. specified

dgﬁuagz

date not
specified

UNCTAD, Trade and Development Board,
twelfth session

Trade in Industrial Products - Groups 1
and 2 (BATT)

'Cammlttee on Trade in Industrial Products

{GATT)
Committee cn Trads and Developmert (BATT)
GATT Council (GATT)

Working Party on EEC Accessions (BATT)

UNCTAD, Committee on Commodities, seventh . .

session

High~level meeting of enlarged EEC
Orgéniz&tion of American States: Special
Cammittee for Consultation and Negotiation

{cecon), fourth meeting

FAQ, Committee on Commodity Problems

FAQ Council

UN/IMCO Conference on Contairerization {TCM)

Contrecting Parties (BATT)

Inter-American Economic. and Sacial
Council (CIES)

Geneva
Genava
Geneva

Censva
Benava
Gensva

Gerneva.
Brusszls

Washington

Rome

Homes

- London

Genava

Washington



